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during the first remedial amendment cycle.
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S corporations that own stock of passive foreign
investment companies and their domestic partners
and shareholders. These proposed regulations also
provide guidance regarding the determination of the
controlling domestic shareholders of foreign corpo-
rations, the owner of a controlled foreign corporation
or qualified electing fund that makes an election un-
der section 1411, the treatment of S corporations
with accumulated earnings and profits under sub-
part F of part lll of subchapter N of chapter 1 of the
Internal Revenue Code, and the determination and
inclusion of related person insurance income under
section 953(c). These proposed regulations affect
United States persons that own, directly or indirectly,
stock in certain foreign corporations.

Rev. Proc. 2022-14, page 502.

This revenue procedure provides the List of Automat-
ic Changes to which the automatic change proce-
dures in Rev. Proc. 2015-13, 2015-5 I.R.B. 419, as
clarified and modified, apply.

T.D. 9960, page 481.

This document contains final regulations under sec-
tion 958 regarding the treatment of domestic part-
nerships for purposes of determining amounts includ-
ed in the gross income of their partners with respect
to foreign corporations. The final regulations affect
United States persons that own stock of foreign cor-
porations through domestic partnerships and domes-
tic partnerships that are United States shareholders
of foreign corporations.



The IRS Mission

Provide America’s taxpayers top-quality service by helping
them understand and meet their tax responsibilities and en-
force the law with integrity and fairness to all.

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing of-
ficial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of inter-
nal management are not published; however, statements of
internal practices and procedures that affect the rights and
duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service
on the application of the law to the pivotal facts stated in
the revenue ruling. In those based on positions taken in rul-
ings to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature are
deleted to prevent unwarranted invasions of privacy and to
comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have the
force and effect of Treasury Department Regulations, but they
may be used as precedents. Unpublished rulings will not be
relied on, used, or cited as precedents by Service personnel in
the disposition of other cases. In applying published rulings and
procedures, the effect of subsequent legislation, regulations,
court decisions, rulings, and procedures must be considered,
and Service personnel and others concerned are cautioned

against reaching the same conclusions in other cases unless
the facts and circumstances are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related ltems, and Subpart B,
Legislation and Related Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to these
subjects are contained in the other Parts and Subparts. Also
included in this part are Bank Secrecy Act Administrative
Rulings. Bank Secrecy Act Administrative Rulings are issued
by the Department of the Treasury's Office of the Assistant
Secretary (Enforcement).

Part IV.—ltems of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The last Bulletin for each month includes a cumulative index
for the matters published during the preceding months. These
monthly indexes are cumulated on a semiannual basis, and are
published in the last Bulletin of each semiannual period.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.
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Part |

26 CFR 1.958-1: Direct and indirect ownership
of stock

T.D. 9960

DEPARTMENT OF THE
TREASURY

Internal Revenue Service
26 CFR Part 1

Guidance under Section
958 on Determining Stock
Ownership

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains fi-
nal regulations regarding the treatment of
domestic partnerships for purposes of de-
termining amounts included in the gross
income of their partners with respect to
foreign corporations. The final regulations
affect United States persons that own
stock of foreign corporations through do-
mestic partnerships and domestic partner-
ships that are United States shareholders
of foreign corporations.

DATES: Effective date: These regulations
are effective on January 25, 2022.

Applicability dates: For dates of applica-
bility, see §§1.956-1(g)(4) and 1.958-1(d)
(4).

FOR FURTHER INFORMATION
CONTACT: Edward J. Tracy at (202)
317-6934 (not a toll-free number).

SUPPLEMENTARY INFORMATION:
Background

On October 10, 2018, the Department
of the Treasury (“Treasury Department”)
and the IRS published proposed regula-
tions (REG-104390-18) under sections
951, 951A, 1502, and 6038 in the Feder-
al Register (83 FR 51072) that included
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guidance with respect to the treatment of
domestic partnerships that own stock in
controlled foreign corporations, as defined
in section 957 (“CFCs”), for purposes of
section 951A (the “2018 proposed regu-
lations™). The 2018 proposed regulations
set forth a “hybrid approach” that gener-
ally treated a domestic partnership that is
a United States shareholder, as defined in
section 951(b) (“U.S. shareholder”), with
respect to a CFC (“U.S. shareholder part-
nership”) as an entity with respect to its
partners that are not U.S. shareholders
(“non-U.S. shareholder partners”) but as
an aggregate of its partners with respect
to its partners that are U.S. shareholders
(“U.S. shareholder partners™).

On June 21, 2019, the Treasury De-
partment and the IRS published final reg-
ulations (TD 9866) in the Federal Regis-
ter (84 FR 29288, as corrected at 84 FR
44223, 84 FR 44693, and 84 FR 53052)
under sections 951, 951A, 1502, and 6038
that include guidance with respect to the
treatment of domestic partnerships that
own stock in CFCs for purposes of sec-
tion 951A (the “final section 951 A regula-
tions”). Instead of the “hybrid approach”
described in the 2018 proposed regula-
tions, the final section 951A regulations
generally treat a domestic partnership
as an aggregate of all of its partners for
purposes of computing income inclusions
under section 951A (and other provisions
that apply by reference to section 951A).
§1.951A-1(e)(1). That is, under the final
section 951A regulations, partners do not
take into account a distributive share of
the partnership’s section 951A inclusion
with respect to the partnership-owned
CFCs but instead are treated as propor-
tionately owning the stock of the part-
nership-owned CFCs. See id. Thus, as in
the case of foreign partnerships, income
inclusions under section 951A are deter-
mined directly by U.S. shareholder part-
ners of a domestic partnership that owns
CFCs. The final section 951A regulations
apply to taxable years of foreign corpora-
tions beginning after December 31, 2017,
and to taxable years of U.S. shareholders
in which or with which those taxable years
of foreign corporations end. §1.951A-7.

Concurrent with the issuance of the
final section 951A regulations, the Trea-
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sury Department and the IRS published
proposed regulations (REG-101828-19)
under sections 951, 951A, 954, 956, 958,
and 1502 in the Federal Register (84
FR 29114, as corrected at 84 FR 37807)
(the “2019 proposed regulations”). Con-
sistent with the approach adopted in the
final section 951A regulations, the 2019
proposed regulations generally extended
the treatment of domestic partnerships as
aggregates of their partners for purposes
of determining income inclusions under
section 951 and for purposes of provisions
that apply by reference to section 951.
Proposed §1.958-1(d).

On August 22, 2019, the Treasury De-
partment and the IRS published Notice
2019-46, 2019-37 L.R.B. 695, which an-
nounced the intent to issue regulations
that would permit, in certain cases, the
“hybrid approach” described in the 2018
proposed regulations to be applied to do-
mestic partnerships or S corporations for
taxable years ending before June 22, 2019.

On July 23, 2020, the Treasury Depart-
ment and the IRS published final regu-
lations (TD 9902) in the Federal Regis-
ter (85 FR 44620, as corrected at 85 FR
64040 and 85 FR 79853) related to the
portion of the 2019 proposed regulations
under sections 951A and 954 addressing
the treatment of income subject to a high
rate of foreign tax.

A notice of proposed rulemaking pub-
lished in the Proposed Rules section of
this issue of the Federal Register (REG-
118250-20) provides guidance on the
treatment of domestic partnerships and S
corporations that own passive foreign in-
vestment companies (as defined in section
1297(a)) (“PFICs”) and their domestic
partners and shareholders, as well as on
other PFIC and CFC-related issues (the
“2022 proposed PFIC regulations™).

This rulemaking finalizes the portion
of the 2019 proposed regulations that
generally treat domestic partnerships as
aggregates of their partners for purposes
of determining income inclusions under
section 951 and for purposes of provisions
that apply specifically by reference to sec-
tion 951 (the “final regulations™).

In the 2019 proposed regulations, the
Treasury Department and the IRS request-
ed comments on the other provisions in
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the Internal Revenue Code (“Code™) that
apply by reference to ownership within
the meaning of section 958(a) for which
aggregate treatment for domestic part-
nerships would be appropriate. The 2019
proposed regulations also requested
comments on the aggregate treatment of
domestic partnerships in specific areas,
including for purposes of determining
the controlling domestic sharcholders of
a CFC and for purposes of applying the
PFIC regime. The Treasury Department
and the IRS received three comments in
response to the 2019 proposed regula-
tions, each of which were considered in
these final regulations. No public hearing
on the 2019 proposed regulations was held
because there were no requests to speak.

Summary of Comments and
Explanation of Revisions

Comments outside the scope of this
rulemaking are generally not addressed
but may be considered in connection with
future guidance projects. All written com-
ments received in response to the pro-
posed regulations that are being finalized
in this rulemaking are available at www.
regulations.gov or upon request.

L. Application of Section 956

Subject to certain exceptions, the 2019
proposed regulations treated domestic
partnerships as aggregates of their part-
ners for purposes of sections 951 and 951A
and for purposes of any other provision
that applies by reference to section 951
or section 951A. Proposed §1.958-1(d)
(1) and (2). Although section 951(a)(1)
(B) requires a U.S. shareholder of a CFC
to include in gross income the amount de-
termined under section 956 with respect
to the U.S. shareholder (to the extent not
excluded from gross income under section
959(a)(2)), section 956 itself does not spe-
cifically apply by reference to section 951
(or section 951A). Accordingly, the final
regulations clarify that aggregate treat-
ment of domestic partnerships applies for
purposes of section 956(a) and any provi-
sions that specifically apply by reference
to section 956(a) (such as §1.956-1(a)(2))
to ensure that a U.S shareholder partner
determines a section 956 amount with re-
spect to CFCs owned through a domestic
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partnership as part of the U.S. shareholder
partner’s section 951(a) inclusion. §1.958-
1(d)(1) and (d)(3)(iii). Aggregate treat-
ment does not apply, however, for purpos-
es of section 956(c) or (d) (or provisions
that apply by reference to these sections)
because treating a domestic partnership
as an entity separate from its partners is
more appropriate to carry out the purposes
of these provisions. See, e.g., §1.956-4(e)
(providing rules concerning the applica-
tion of section 956 to, for example, obli-
gations of partnerships). As discussed in
the preamble to the 2019 proposed regu-
lations, the treatment of a partnership as
an entity or an aggregate is determined
in part based on the policies underlying
the specific provision at issue. See 84 FR
29115-29116.

To avoid similar confusion regarding
the scope of §1.958-1(d), the final regu-
lations replace the language “any other
provision that applies by reference” to
section 951 or section 951A in proposed
§1.958-1(d)(1) with “any provision that
specifically applies by reference” to
section 951, section 951A, or section
956(a). The addition of the word “specif-
ically” is intended to clarify that the rule
in §1.958-1(d) applies only to the par-
ticular provision within a Code section
or regulation that applies specifically by
reference to section 951, section 951A,
or section 956(a) rather than the section
or regulation in its entirety. Additionally,
the final regulations clarify that the rule
in §1.958-1(d)(1) applies for purposes
of any provision that specifically applies
by reference to regulations issued un-
der or relating to the sections identified
in §1.958-1(d)(1). Corresponding revi-
sions are made to the cross references to
§1.958-1(d) provided in §§1.951-1(a)(4)
and 1.951A-1(e).

Certain existing final regulations treat
domestic partnerships as entities separate
from their partners for purposes of section
956. §1.956-1(a)(2)(i) and (iii) and (a)
(3)(iv). Because this treatment is incon-
sistent with the aggregate approach, the
2019 proposed regulations modified the
applicability date of these provisions so
they would cease to apply once the 2019
proposed regulations were finalized. Pro-
posed §1.956-1(g)(4). Rather than modi-
fying the applicability dates as was done
in the 2019 proposed regulations, how-
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ever, the final regulations simply remove
these provisions. Accordingly, because
those provisions are being removed as
part of the final regulations, the proposed
applicability date provisions under section
956 are no longer relevant and are not be-
ing finalized.

IL. Passive Foreign Investment
Companies

The preamble to the 2019 proposed
regulations requested comments with
respect to the application of the PFIC
regime to domestic partnerships that di-
rectly or indirectly own PFIC stock, par-
ticularly with respect to whether elections
and income inclusions are more appropri-
ate at the level of the domestic partnership
or at the level of its partners. 84 FR 29120.
Comments were received regarding PFIC
elections and inclusions, the CFC over-
lap rule in section 1297(d), and other PF-
IC-related issues involving domestic part-
nerships. These comments are addressed
in the 2022 proposed PFIC regulations in
order to provide taxpayers additional op-
portunity to comment.

II1. Related Person Insurance Income

Section 952(a) provides that subpart F
income includes insurance income, as de-
fined in section 953. Under section 953(c)
(2), related person insurance income
(“RPII”) is any insurance income (as de-
fined in section 953(a)) attributable to a
policy of insurance or reinsurance that di-
rectly or indirectly insures a United States
shareholder (as defined in section 953(c)
(1)(A)) of the controlled foreign corpora-
tion (as defined in section 953(c)(1)(B)),
or a person related to the United States
shareholder.

A comment requested that aggregate
treatment be applied for purposes of de-
termining RPII such that there would only
be RPII to the extent of the domestic part-
nership’s domestic partners, which is the
same result as for foreign partnerships.
The Treasury Department and the IRS
agree that aggregate principles should ap-
ply for purposes of section 953(c). How-
ever, in order to provide taxpayers an
additional opportunity to comment, this
comment is addressed in the 2022 pro-
posed PFIC regulations.
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IV. Controlling Domestic Shareholders

The “controlling domestic sharehold-
ers” of a CFC make certain elections with
respect to the CFC, such as electing the
method of calculating the CFC’s earn-
ings and profits under section 964(a) and
electing to exclude tentative gross tested
income items from gross tested income
under section 951A(c)(2)(A)(I)(II). See
§§1.964-1(c)(3) and 1.951A-2(c)(7)(viii).
Under §1.964-1(c)(5)(i), the controlling
domestic shareholders of a CFC are the
U.S. shareholders that, in the aggre-
gate, own (within the meaning of section
958(a)) more than 50 percent of the total
combined voting power of all classes of
stock of the CFC entitled to vote and that
undertake to act on the CFC’s behalf. If
the ownership requirement is not satisfied,
the controlling domestic shareholders of
the CFC are all of the U.S. shareholders
that own (within the meaning of section
958(a)) stock of the CFC. Id.

With respect to U.S. shareholder part-
nerships, the 2019 proposed regulations
did not apply aggregate treatment for pur-
poses of determining a CFC’s controlling
domestic shareholders, and a domestic
partnership could qualify as a controlling
domestic shareholder of the CFC. Pro-
posed §1.958-1(d)(2). The preamble to
the 2019 proposed regulations requested
comments on whether aggregate treat-
ment should apply in this context so that
some or all of the U.S. shareholder part-
ners, rather than the partnership, would
make elections applicable to the CFC for
purposes of sections 951 and 951A. 84 FR
29119. One comment was received that
recommended, on balance, that aggregate
treatment should not apply for purposes
of determining the controlling domestic
shareholders of CFCs under §1.964-1(c)
(5)().

The final regulations do not extend
aggregate treatment for determining the
controlling domestic shareholders of a
CFC under §1.964-1(c)(5)(i). However,
the Treasury Department and the IRS be-
lieve that aggregate treatment should ap-
ply to domestic partnerships for purposes
of determining the controlling domestic
shareholders of a CFC under §1.964-1(c)
(5). Thus, the 2022 proposed PFIC regula-
tions revise §1.958-1(d)(2) to provide that
aggregate treatment applies for purposes
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of determining the controlling domestic
shareholders of a CFC. This change is
included in the 2022 proposed PFIC reg-
ulations to give taxpayers an additional
opportunity to comment.

V. Previously Taxed Earnings and Profits
and Basis Adjustments

The preamble to the 2019 proposed
regulations noted that, historically, domes-
tic partnerships had been treated as own-
ing stock within the meaning of section
958(a) for purposes of determining their
section 951 inclusions, and, thus, previ-
ously taxed earnings and profits (“PTEP”)
accounts under section 959 were main-
tained, and related basis adjustments un-
der section 961 were made, at the part-
nership level. 84 FR 29119. As a result,
comments were requested on appropriate
rules, such as necessary adjustments to
PTEP and related basis amounts, for the
transition to the aggregate approach to
domestic partnerships described in the
2019 proposed regulations once those reg-
ulations were finalized. 84 FR 29119-20.
These issues, and the comments received,
are beyond the scope of this rulemaking
and therefore are not addressed herein;
however, the Treasury Department and
the IRS intend to address these comments
in a separate guidance project involving
PTEP (the “proposed PTEP regulations”).
The proposed PTEP regulations will pro-
vide guidance on a broad range of issues,
such as the maintenance of PTEP accounts
under section 959, the treatment of PTEP
distributions, and basis adjustments un-
der section 961, including with respect to
CFCs held by partnerships.

VL. Application of Section 1248

The preamble to the 2019 proposed
regulations stated that, subject to certain
exceptions, aggregate treatment of domes-
tic partnerships applied only with respect
to sections 951 and 951A, and any provi-
sion that applies by reference to sections
951 and 951A, and, therefore, did not
apply for any other purpose of the Code,
including section 1248. 84 FR 29119.
Comments were received regarding sec-
tion 1248, including with respect to dispo-
sitions by domestic partnerships of CFC
stock, dispositions of interests in domestic
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partnerships that own CFC stock, and the
interaction between section 1248 and sec-
tion 751.

The final regulations do not address
these comments, which are beyond the
scope of this rulemaking. The Treasury
Department and the IRS recognize, how-
ever, that section 1248 applies in part by
reference to section 951 and section 951A
(in the latter case, as a result of section
951A()(1)(A)). See section 1248(b)(1)
(A) and (d)(1). Therefore, the final regu-
lations clarify that the aggregate approach
set forth in §1.958-1(d)(1) does not apply
for purposes of section 1248, which is
consistent with the intended scope of the
rules as described in the preamble to the
2019 proposed regulations. §1.958-1(d)
(2)(iv). The final regulations do not affect
the application of §1.1248-1(a)(4). Future
guidance, including the proposed PTEP
regulations, may address the application
of section 1248(b)(1)(A) and (d)(1) to
transactions involving a domestic partner-
ship’s sale of a CFC, such as the transac-
tion described in Rev. Rul. 69-124, 1969-1
C.B. 203.

VII. Non-Grantor Trusts and Estates

The preamble to the 2019 proposed
regulations requested comments on
whether aggregate treatment should be ex-
tended to other pass-through entities such
as certain trusts or estates. In response to
this request, one comment recommended
that aggregate treatment not be extended
to domestic non-grantor trusts and domes-
tic estates, noting that there is no corollary
authority to section 7701(a)(4) (autho-
rizing the treatment of domestic partner-
ships as not domestic when the context re-
quires) which would permit the Treasury
Department and the IRS to treat domestic
non-grantor trusts and domestic estates as
not domestic. The comment further noted
that if the domestic non-grantor trust or
domestic estate had a section 951(a) or
section 951A inclusion but did not dis-
tribute the income to its beneficiaries, the
trust or estate itself would be liable for
tax on that income (unlike a partnership);
thus, two separate taxing regimes could be
necessary if an aggregate approach were
limited to distributed income. Finally, the
comment suggested that identifying U.S.
shareholders of a CFC the stock of which
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is owned by a domestic non-grantor trust
or a domestic estate would be complex if
the trust or estate had discretionary bene-
ficiaries.

Although aggregate treatment of do-
mestic partnerships for purposes of sec-
tions 951 and 951A (and provisions that
specifically apply by reference to those
sections) is not based on the grant of au-
thority under section 7701(a)(4), the Trea-
sury Department and the IRS nevertheless
agree, for the other reasons stated in the
comment, that aggregate treatment should
not be extended to domestic non-grantor
trusts and domestic estates.

VIII. Other Changes

The final section 951A regulations
generally adopted aggregate treatment of
domestic partnerships for purposes of sec-
tion 951A. §1.951A-1(e). The preamble
to the 2019 proposed regulations noted
that once those regulations were final-
ized, §1.951A-1(e) would be unnecessary
because that rule would be subsumed by
§1.958-1(d). 84 FR 29119. The preamble
to the 2019 proposed regulations further
noted that §1.951-1(h), which treated
certain controlled domestic partnerships
as foreign partnerships for purposes of
determining the stock of a CFC owned
(within the meaning of section 958(a))
by a U.S. person, would similarly be un-
necessary. Id. No comments addressed
those proposed regulations. As a result,
§1.951A-1(e) is amended to remove para-
graphs (e)(1) through (3) and include a
general cross-reference to §1.958-1(d) in
§1.951A-1(e) for the treatment of domes-
tic partnerships for purposes of section
951A. The final regulations also remove
paragraph (h) of §1.951-1.

IX. Applicability Dates
A. Application before finalization date

Proposed §1.958-1(d)(4) provided that
the regulations under section 958 would
apply to taxable years of foreign corpo-
rations beginning on or after the date the
final regulations are published in the Fed-
eral Register (the “finalization date”) and
to taxable years of U.S. persons in which
or with which such taxable years of the
foreign corporations end (the ‘“general
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applicability rule”). However, domestic
partnerships could apply the regulations,
when finalized, to taxable years of a for-
eign corporation beginning after Decem-
ber 31, 2017, and to taxable years of the
domestic partnership in which or with
which such taxable years of the foreign
corporation end, subject to the require-
ment that the partnership, its U.S. share-
holder partners, and other related domes-
tic partnerships and their U.S. shareholder
partners consistently apply the regulations
with respect to all foreign corporations
the partnerships own (within the mean-
ing of section 958(a), determined without
regard to proposed §1.958-1(d)(1)) (the
“pre-finalization applicability option”).
Proposed §1.958-1(d)(4). The 2019 pro-
posed regulations also permitted domestic
partnerships, their U.S. shareholder part-
ners, and related domestic partnerships
and their U.S. shareholder partners to rely
on proposed §1.958-1(d)(4), subject to the
same consistency requirement (the “reli-
ance option”). See 84 FR 29119.

One comment made several recom-
mendations with respect to the applicabil-
ity date of proposed §1.958-1(d). First, the
comment suggested that the reference to a
“domestic partnership” in the pre-finaliza-
tion applicability option was inconsistent
with the reference to “U.S. persons” in the
general applicability rule and recommend-
ed that the final regulations be revised to
reference “U.S. person” in both places.
With respect to the consistency require-
ments (including consistency between
years), the comment suggested that U.S.
persons owning stock of a foreign corpo-
ration through a domestic partnership be
allowed to take individual positions as to
whether to apply the pre-finalization ap-
plicability option, subject to all related
partners taking the same position. The
comment noted that an individualized ap-
proach would allow non-U.S. shareholder
partners to decide whether to be subject to
section 951 inclusions or potentially to be
subject to the PFIC regime during the pe-
riod before the finalization date and would
not materially impact U.S. shareholder
partners.

The reference to “domestic partner-
ships” and their U.S. sharcholder partners
in the pre-finalization applicability option
was intentional. Although the general ap-
plicability rule applies to all affected U.S.
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persons, certain persons may choose to ap-
ply the regulations before the finalization
date. By limiting this group of persons
to domestic partnerships and their U.S.
shareholder partners (and related domes-
tic partnerships), the rule aims to strike a
balance between identifying a small group
of persons who may be able to coordinate
with respect to the decision to apply the
pre-finalization applicability option ver-
sus all persons that may be affected by
that decision. Accordingly, the suggested
revision to reference “U.S. persons” in the
pre-finalization applicability option is not
adopted.

In addition, the suggested revision
would allow partners to take individual-
ized positions with respect to the pre-fi-
nalization applicability option and could
cause significant administrative, partner-
ship accounting, and reporting difficulties.
For example, if each partner were allowed
to take an individual position on the ap-
plicability date of the regulations, partners
following the general applicability rule
(regardless of the extent of their owner-
ship) might receive a distributive share of
the partnership’s section 951 inclusions
while U.S. shareholder partners applying
the pre-finalization applicability option
have direct section 951 inclusions. The
Treasury Department and the IRS believe
that consistency among all affected parties
in applying the pre-finalization applicabil-
ity option is important for proper adminis-
tration of the regulations. As a result, the
Treasury Department and the IRS have
determined that the difficulty posed by
an individualized approach outweighs the
potential benefit the approach would pro-
vide to a partner, and this comment is not
adopted. The Treasury Department and
the IRS are aware that, given the poten-
tial scope of the consistency requirement,
it may be difficult to meet in more widely
held partnership structures, and thus ap-
plication of the pre-finalization applicabil-
ity option may be limited.

The comment recommended that if
the individualized approach is not adopt-
ed, the final regulations should require
a formal election in order to apply the
pre-finalization applicability option in-
stead of the consistency requirement. The
election would be made only by a domes-
tic partnership and all related domestic
partnerships and would be binding on all
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domestic partners. The comment asserted
that this approach would clarify the appli-
cation of the pre-finalization applicability
option by avoiding potential uncertainty
as to whether all U.S. shareholder partners
took a consistent position. The comment
further suggested that a partnership-on-
ly election to apply the pre-finalization
applicability option would prevent U.S.
shareholder partners from refusing, with-
out justification, to act in accordance with
the partnership’s election.

The Treasury Department and the
IRS have determined that, although the
consistency requirement among all relat-
ed domestic partnerships and their U.S.
shareholder partners may be difficult to
meet in certain cases, requiring consis-
tency among all persons required to apply
the pre-finalization applicability option is
important for proper administration of the
rules. Absent this requirement, U.S. share-
holder partners could choose not to amend
their returns, and therefore continue to
report under the entity approach, even
though the partnership and other partners
amended their returns and reported under
the aggregate approach pursuant to the
pre-finalization applicability option.' In
addition, maintaining the U.S. sharehold-
er consistency requirement minimizes ad-
ministrative, partnership accounting, and
reporting difficulties (for example, in con-
nection with PTEP accounts) that could
arise if a partnership-only election were
adopted and one or more U.S. shareholder
partners chose not to amend their returns
in accordance with the partnership’s elec-
tion. The consistency requirement is also
expected to enhance compliance and ad-
ministration at the U.S. shareholder part-
ner-level with respect to amended returns
(or administrative adjustment requests)
because it requires more coordination be-
tween the partnership and its partners than
a partnership-only election would require.
Under either approach, if a partnership
chooses the pre-finalization applicability
option on an amended return (or by initiat-
ing an administrative adjustment request),
any U.S. shareholder partner would re-
ceive updated information that it no lon-
ger has a distributive share of the partner-
ship’s section 951 inclusions but would

still need to take into account section 951
inclusions directly under the aggregate ap-
proach. Further, the Treasury Department
and the IRS are concerned that the lack of
coordination involved in a partnership-on-
ly election, as opposed to the consistency
requirement, may create uncertainty at the
U.S. shareholder partner level as to wheth-
er the partner merely accounts for the re-
duction in the distributive share from the
partnership or must also directly take into
account income inclusions. Accordingly,
this comment is not adopted.

The comment also requested that the
final regulations clarify whether the pre-
finalization applicability option is avail-
able if all required parties file amended
returns. The Treasury Department and the
IRS confirm that, subject to the consisten-
cy requirement, a domestic partnership
may apply the regulations on an amended
return or through initiating an adminis-
trative adjustment request under section
6227. In instances where a domestic part-
nership files an amended return (that is,
in the case of partnerships not subject to
sections 6221 through 6241), its partners
(both U.S. shareholder partners and non-
U.S. shareholder partners) will likely need
to also file amended returns in order to sat-
isfy the consistency requirement.

Finally, the comment expressed con-
cern for cases in which a domestic part-
nership filed its income tax return for
calendar year 2018 before the issuance of
the 2019 proposed regulations reporting
section 951 inclusions by the partnership
in accordance with then current law (in-
cluding issuing Schedules K-1 to its part-
ners) but subsequently filed a superseding
original or amended return for such tax-
able year relying on the 2019 proposed
regulations. In that case, the comment rec-
ommended that the ability to rely on the
2019 proposed regulations should not be
contingent upon all U.S. shareholder part-
ners filing superseding or amended returns
on the same basis and that all partners
should be permitted to decide separately
whether to file a superseding or amended
return to rely on the proposed regulations.
The comment further recommended that,
if a non-U.S. shareholder partner decides
to rely on the proposed regulations and

the foreign corporation is also a PFIC, the
mechanism for the non-U.S. shareholder
partner to make a QEF or mark-to-market
election under section 1295 or section
1296, respectively, should be simplified
and that purging elections should not be
required solely due to the status of the
CFC/PFIC during the period before the
general applicability rule applies. The
comment analogized these recommenda-
tions to relief provided in Notice 2019-46,
which permitted domestic partnerships
and partners to file returns for 2018 apply-
ing the hybrid approach in the 2018 pro-
posed regulations rather than the aggre-
gate approach adopted by the final section
951A regulations.

The Treasury Department and the IRS
believe that, in all cases, proper adminis-
tration of the regulations before the gen-
eral applicability rule requires the satis-
faction of the consistency requirement in
§1.958-1(d)(4)(i) and precludes the ability
of non-U.S. shareholder partners to uni-
laterally apply the regulations. There-
fore, the final regulations do not adopt
more permissive rules because a domestic
partnership filed a tax return and issued
Schedule K-1s to its partners before the is-
suance of the 2019 proposed regulations.
Furthermore, the Treasury Department
and the IRS find this situation sufficiently
different from the relief provided in No-
tice 2019-46 for domestic partnerships
that had already reported a different posi-
tion on a Schedule K-1 based on the 2018
proposed regulations. Although the final
section 951A regulations applied retroac-
tively and superseded the 2018 proposed
regulations, the notice provided flexibili-
ty to apply the 2018 proposed regulations
due to the compliance burdens associated
with the change from the hybrid approach
in the 2018 proposed regulations to the
aggregate approach in the final section
951A regulations and the relatively short
period until the extended filing deadline
for calendar-year partnerships. This same
concern does not exist here because, be-
fore the prospective application of the
regulations under the general applicability
rule, taxpayers were permitted to rely on
the 2019 proposed regulations (in accor-
dance with proposed §1.958-1(d)(4)) or to

'A U.S. shareholder partner’s liability could differ under an aggregate or entity approach if, for example, the partner is a U.S. shareholder partner with respect to some, but not all, of the CFCs

that are owned by the domestic partnership.
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continue to apply prior law. Accordingly,
the final regulations do not adopt these
comments.

B. Different taxable years of the
partnership, partners, and CFC

Proposed §1.958-1(d)(4) provided that
§1.958-1(d), when finalized, would apply
to taxable years of foreign corporations
beginning on or after the finalization date
and to taxable years of U.S. persons in
which or with which the taxable years of
the foreign corporations end. A comment
noted that, under this rule, in certain cir-
cumstances where a fiscal year U.S. share-
holder partnership with U.S. shareholder
partners has a different taxable year than
its CFC and U.S. shareholder partners,
the applicability date could cause the U.S.
shareholder partners to have two years of
section 951 inclusions in the same taxable
year with respect to the same CFC — that
is, a distributive share of the partnership’s
section 951 inclusion from the CFC’s last
taxable year before the application of the
final regulations, and a direct section 951
inclusion with respect to the first taxable
tax year of the CFC subject to the final
regulations. For example, if a U.S. share-
holder partnership has a June 30 taxable
year and both the CFC it owns and its
U.S. shareholder partners have a calendar
taxable year, the final regulations would,
under the general applicability rule, first
apply to the CFC’s taxable year ending
December 31, 2023. Accordingly, for their
taxable year ending December 31, 2023,
the U.S. shareholder partners would have
a distributive share of the partnership’s
section 951 inclusion for the CFC’s tax-
able year ending December 31, 2022 (for
the U.S. shareholder partnership’s taxable
year ending June 30, 2023) and would
also have a direct section 951 inclusion for
the CFC’s taxable year ending December
31, 2023. The comment suggested that if
the result in the example is intended, the
Treasury Department and the IRS should
consider treating the transition to aggre-
gate treatment as a change in method of

accounting with an accompanying spread
in reporting the second inclusion under
section 481.

The result described by the comment
(the possibility of a U.S. shareholder part-
ner having, in one of its taxable years, a
distributive share of a partnership’s sec-
tion 951(a) inclusion with respect to a CFC
for one taxable year of the CFC as well as
the U.S. shareholder partner’s own section
951(a) inclusion with respect to the CFC
for the CFC’s subsequent taxable year) is
intended. In situations where a partnership
and a partner have different taxable years,
the partner can generally achieve deferral
on its share of the partnership’s income
to the extent of the difference between its
taxable year and the partnership’s required
taxable year. However, under the final reg-
ulations, because a domestic partnership
is not treated as owning stock of a CFC
within the meaning of section 958(a) for
purposes of computing income inclusions
with respect to a CFC under section 951
and section 951A, the applicable taxable
year for income inclusions arising as a re-
sult of a domestic partnership’s ownership
of the CFC is the U.S. shareholder part-
ner’s taxable year, not the partnership’s
taxable year. As a result, the final regu-
lations eliminate any deferral of income
inclusions under section 951 and section
951A for a U.S. shareholder partner with
respect to any CFC owned by the U.S.
shareholder partnership. This elimination
of a U.S. shareholder partner’s deferral
with respect to income of any CFC owned
by the U.S. shareholder partnership, com-
bined with the partner’s existing deferral
of section 951 income inclusions before
the application of the final regulations,
causes the U.S. shareholder partner to rec-
ognize two years of section 951 income
inclusions with respect to any CFC owned
by the U.S. shareholder partnership in this
transition taxable year.

The Treasury Department and the IRS
considered whether the adoption of the
aggregate approach should be viewed as
a change in method of accounting under
section 446 and, if so, whether an adjust-

ment should be imposed under section
481. The Treasury Department and the
IRS determined that the adoption of the
aggregate approach is not a change in
method of accounting. Accordingly, no
adjustment under section 481 should be
imposed.

Further, even if the adoption of the
aggregate approach were considered to
be a change in accounting method, the
Treasury Department and the IRS do not
believe imposing an adjustment under
section 481 would be appropriate as part
of such change. Section 481(a) adjust-
ments are intended to prevent the perma-
nent duplication or omission of income
or expense that would otherwise arise as
a result of a change in accounting meth-
od. However, the change to the aggregate
approach under section 958 does not give
rise to an omission or duplication of any
item of income or expense. Under the
prior entity approach, the domestic part-
nership would be treated as the foreign
corporation’s owner under section 958(a)
and would take into account its applica-
ble section 951 inclusion in its taxable
year in which or with which such foreign
corporation’s taxable year ends. The part-
nership’s section 951 inclusion would, in
turn, be included in each partner’s distrib-
utive share and would be recognized by
each partner in the partner’s taxable year
in which or with which the partnership’s
taxable year ends.

By contrast, under the new aggregate
approach, each U.S. shareholder partner of
the partnership will be treated as an own-
er of the foreign corporation under section
958(a). As a result, each partner will have
its own section 951 inclusion for the foreign
corporation’s taxable years beginning on or
after January 25, 2022 and will recognize
the section 951 inclusion in its taxable year
in which or with which the foreign corpo-
ration’s taxable year ends.” Therefore, the
partners would not have a permanent du-
plication or omission of income or expense
that would otherwise arise as a result of a
change in accounting method and require a
section 481(a) adjustment.

2In the first taxable year to which the aggregate approach applies, the U.S. shareholder partner could in certain cases have two section 951 inclusions: (1) its distributive share of the partner-
ship’s section 951 inclusion for the CFC’s last taxable year that begins before January 25, 2022, and (2) its own section 951 inclusion for the CFC’s first taxable year beginning on or after
January 25, 2022. However, these inclusions represent subpart F income with respect to two different taxable years of the CFC. Therefore, there is no duplication or omission of the CFC’s

subpart F income to the U.S. shareholder partner.
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Special Analyses

L. Regulatory Planning and Review —
Economic Analysis

These regulations are not subject to re-
view under section 6(b) of Executive Or-
der 12866 pursuant to the Memorandum
of Agreement (April 11, 2018) between
the Treasury Department and the Office
of Management and Budget regarding re-
view of tax regulations.

II. Paperwork Reduction Act

The Paperwork Reduction Act of 1995
(44 U.S.C. 3501-3520) (““PRA’) gener-
ally requires that a federal agency obtain
the approval of the OMB before collecting
information from the public, whether such
collection of information is mandatory,
voluntary, or required to obtain or retain
a benefit.

There are no information collection
requirements associated with these final
regulations.

1. Regulatory Flexibility Act

It is hereby certified that these final
regulations will not have a significant eco-
nomic impact on a substantial number of
small entities within the meaning of sec-
tion 601(6) of the Regulatory Flexibility
Act (5 U.S.C. chapter 6).

The final regulations may affect a sub-
stantial number of small entities, but the
economic impact is not likely to be sig-
nificant. These regulations treat domestic
partnerships as an aggregate of their part-
ners for purposes of section 951, which re-
duces the burden on taxpayer partners that
are not U.S. shareholders of a CFC owned
by a partnership because these partners
are no longer subject to section 951 in-
clusions with respect to CFCs held by the
partnership. The regulations may also re-
duce burden on domestic partnerships that
hold CFCs because these partnerships are
no longer required to calculate their part-
ners’ distributive share of the partnerships’
section 951 inclusions, which will likely

lower their compliance costs. In addition,
the regulations do not impose a collection
of information burden on any person, in-
cluding small entities.

The Treasury Department and the IRS
estimate that approximately 7,500 U.S.
partnerships that own CFCs e-filed at least
one Form 5471 as Category 4 or 5 filers
in 2018.% These partnerships had approxi-
mately 1.75 million domestic and foreign
partners. To estimate the impact of the
final regulations related to domestic part-
nerships on small entities, the Treasury
Department and the IRS reviewed the per-
centage of filers that own CFCs by class
size based on gross receipts. For 2018, the
smaller size classes constituted a relative-
ly small fraction of filers that own CFCs,
suggesting that many domestic small busi-
ness entities would be unaffected by these
regulations. Further, domestic partner-
ships should only constitute a portion of
the smaller size classes of filers that own
CFCs.

Consequently, the Treasury Depart-
ment and the IRS have determined that the
final regulations will not have a significant
economic impact on a substantial number
of small entities. Accordingly, it is here-
by certified that these regulations will not
have a significant economic impact on a
substantial number of small entities.

IV. Section 7805(f)

Pursuant to section 7805(f), the pro-
posed regulations preceding the final reg-
ulations (the 2019 proposed regulations)
were submitted to the Chief Counsel for
Advocacy of the Small Business Admin-
istration for comment on their impact on
small business. No comments were re-
ceived.

V. Unfunded Mandates Reform Act

Section 202 of the Unfunded Mandates
Reform Act of 1995 requires that agencies
assess anticipated costs and benefits and
take certain other actions before issuing a
final rule that includes any Federal man-
date that may result in expenditures in any

one year by a state, local, or tribal govern-
ment, in the aggregate, or by the private
sector, of $100 million in 1995 dollars, up-
dated annually for inflation. These regula-
tions do not include any Federal mandate
that may result in expenditures by state,
local, or tribal governments, or by the pri-
vate sector in excess of that threshold.

V1. Executive Order 13132 Federalism

Executive Order 13132 (entitled
“Federalism”) prohibits an agency from
publishing any rule that has federalism
implications if the rule either imposes
substantial, direct compliance costs on
state and local governments, and is not
required by statute, or preempts state law,
unless the agency meets the consultation
and funding requirements of section 6 of
the Executive order. These regulations do
not have federalism implications and do
not impose substantial direct compliance
costs on state and local governments or
preempt state law within the meaning of
the Executive order.

Drafting Information

The principal author of these regula-
tions is Edward J. Tracy of the Office of
Associate Chief Counsel (International).
However, other personnel from the Trea-
sury Department and the IRS participated
in their development.

Statement of Availability of IRS
Documents

IRS Revenue Procedures, Revenue
Rulings, Notices, and other guidance cited
in this document are published in the In-
ternal Revenue Bulletin and are available
from the Superintendent of Documents,
U.S. Government Publishing Office,
Washington, DC 20402, or by visiting the
IRS website at https://www.irs.gov.

List of Subjects in 26 CFR Part 1

Income taxes, Reporting and record-
keeping requirements.

3Data are from IRS's Research, Applied Analytics, and Statistics division based on data available in the Compliance Data Warehouse. Category 4 filer includes a U.S. person who had control
of a foreign corporation during the annual accounting period of the foreign corporation. Category 5 includes a U.S. shareholder who owns stock in a foreign corporation that is a CFC and who
owned that stock on the last day in the tax year of the foreign corporation in that year in which it was a CFC. For full definitions, see https://www.irs.gov/pub/irs-pdf/i5471.pdf.
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Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 1 is amend-
ed as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 continues to read in part as follows:

Authority: 26 U.S.C. 7805.

ko sk ok sk

Par. 2. Section 1.951-1 is amended by:

1. Adding paragraph (a)(4);

2. Removing paragraph (h);

3. Redesignating paragraph (i) as para-
graph (h); and

4. Removing the last sentence of newly
redesignated paragraph (h).

The addition reads as follows:

$1.951-1 Amounts included in gross
income of United States shareholders.

(a) * * *

(4) See §1.958-1(d) for rules regard-
ing the ownership of stock of a foreign
corporation through a domestic partner-
ship for purposes of section 951 and for
purposes of any provision that specifical-
ly applies by reference to section 951 or
the regulations in this part under section
951.
ko sk ok sk

Par. 3. Section 1.951A-1 is amended by
revising paragraph (e) to read as follows:

$1.951A4-1 General provisions.

sk sk sk sk sk

(e) Stock owned through domestic
partnerships. See §1.958-1(d) for rules
regarding the ownership of stock of a for-
eign corporation through a domestic part-
nership for purposes of section 951A and
for purposes of any provision that specifi-
cally applies by reference to section 951A
or the section 951A regulations.
sk ok sk ok sk

Par. 4. Section 1.956-1 is amended by:

1. Adding a sentence at the end of para-
graph (a)(1);

2. Removing the last sentence of para-
graph (2)(2)(0);

3. Removing paragraphs (a)(2)(iii) and
(@)(3)(iv);
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4. Redesignating paragraph (a)(3)(v) as
paragraph (a)(3)(iv);

5. Revising the newly redesignated
paragraph (a)(3)(iv) heading; and

6. Adding a sentence at the end of para-
graph (g)(4).

The additions and revision read as fol-
lows:

$§1.956-1 Shareholder’s pro rata share
of the average of the amounts of United
States property held by a controlled
foreign corporation.

(a) * ** (1) * * * See §1.958-1(d) for
rules regarding the ownership of stock of
a foreign corporation through a domes-
tic partnership for purposes of section
956(a) and for purposes of any provision
that specifically applies by reference to
section 956(a) or the regulations in this
part under section 956 that relate to sec-
tion 956(a).

ks sk sk ook

(3) % % %

(iv) Example 4. * * *

ko sk sk ok

(4) * * * For taxable years of con-

trolled foreign corporations beginning be-
fore January 25, 2022, and taxable years
of United States shareholders in which or
with which such taxable years of foreign
corporations end, see §1.956-1(a)(2)(i)
and (iii) and (a)(3)(iv) as in effect and con-
tained in 26 CFR part 1, as revised April
1,2021.
sk k sk sk ook

Par. 5. Section 1.958-1 is amended by:

1. Redesignating paragraph (d) as para-
graph (f); and

2. Adding a new paragraph (d) and re-
served paragraph (e).

The additions read as follows:

$§1.958-1 Direct and indirect ownership
of stock.

sk k sk sk ook

(d) Stock of foreign corporations
owned through domestic partnerships—
(1) In general. Except as otherwise pro-
vided in paragraph (d)(2) of this section,
for purposes of sections 951, 951A, and
956(a), and for purposes of any provision
that specifically applies by reference to
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any of such sections or the regulations
in this part under section 951, 951A, or
956 (but only as the regulations in this
part under section 956 relate to section
956(a)), a domestic partnership is not
treated as owning stock of a foreign cor-
poration within the meaning of section
958(a). For purposes of determining
the persons that own stock of the for-
eign corporation within the meaning of
section 958(a) when the preceding sen-
tence applies, stock of a foreign corpora-
tion owned by a domestic partnership is
treated in the same manner as stock of a
foreign corporation owned by a foreign
partnership under section 958(a)(2) and
paragraph (b) of this section.

(2) Non-application for certain pur-
poses. Paragraph (d)(1) of this section
does not apply for purposes of—

(1) Determining whether any United
States person is a United States sharehold-
er (as defined in section 951(Db));

(i1) Determining whether any foreign
corporation is a controlled foreign cor-
poration (CFC) (as defined in section
957(a));

(iii) Applying section 956(c) and (d);

(iv) Applying section 1248; or

(v) Determining whether any United
States shareholder is a controlling domes-
tic shareholder (as defined in §1.964-1(c)
(5)).

(3) Examples. The following exam-
ples illustrate the application of this para-
graph (d).

(1) Example 1—(A) Facts. USP, a domestic cor-
poration, and Individual A, a United States citizen
unrelated to USP, own 95% and 5%, respectively, of
PRS, a domestic partnership. PRS owns 100% of the
single class of stock of FC, a foreign corporation.

(B) Analysis—(1) United States shareholder
and CFC determinations. Under paragraphs (d)
(2)(i) and (ii) of this section, respectively, the de-
termination of whether PRS, USP, and Individual
A (each a United States person) are United States
shareholders of FC, and whether FC is a controlled
foreign corporation, is made without regard to para-
graph (d)(1) of this section. PRS, a United States
person, owns 100% of the total combined voting
power or value of the FC stock within the mean-
ing of section 958(a). Accordingly, PRS is a United
States shareholder under section 951(b), and FC
is a controlled foreign corporation under section
957(a). USP is also a United States sharcholder of
FC because it owns 95% of the total combined vot-
ing power or value of the FC stock under sections
958(b) and 318(a)(2)(A). Individual A, however, is
not a United States shareholder of FC because Indi-
vidual A owns only 5% of the total combined vot-
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ing power or value of the FC stock under sections
958(b) and 318(a)(2)(A).

(2) Application of sections 951 and 9514. Un-
der paragraph (d)(1) of this section, for purposes of
sections 951 and 951A, PRS is not treated as own-
ing (within the meaning of section 958(a)) the FC
stock; instead, for purposes of determining the per-
sons that own the FC stock within the meaning of
section 958(a), the FC stock is treated as if it were
owned by a foreign partnership under paragraph (b)
of this section. Therefore, for purposes of sections
951 and 951A, USP is treated as owning 95% of
the FC stock under section 958(a), and Individual
A is treated as owning 5% of the FC stock under
section 958(a). USP is a United States shareholder
of FC, and therefore USP determines its income in-
clusions under sections 951 and 951A directly with
respect to FC based on its ownership of FC stock
under section 958(a). However, because Individual
A is not a United States shareholder of FC, Indi-
vidual A does not have an income inclusion under
section 951 with respect to FC or a pro rata share
of any amount of FC for purposes of section 951A.
This is the case even though PRS is a United States
shareholder of FC.

(ii) Example 2—(A) Facts. USP, a domestic cor-
poration, and Individual A, a United States citizen,
own 90% and 10%, respectively, of PRSI, a domes-
tic partnership. PRS1 and Individual B, a nonresident
alien individual, own 90% and 10%, respectively, of
PRS2, a domestic partnership. PRS2 owns 100% of
the single class of stock of FC, a foreign corporation.
USP, Individual A, and Individual B are unrelated to
each other.

(B) Analysis—(1) United States shareholder
and CFC determinations. Under paragraphs (d)
(2)(i) and (ii) of this section, the determination of
whether PRS1, PRS2, USP, and Individual A (each
a United States person) are United States sharehold-
ers of FC, and whether FC is a controlled foreign
corporation, is made without regard to paragraph
(d)(1) of this section. PRS2 owns 100% of the total
combined voting power or value of the FC stock
within the meaning of section 958(a). Accordingly,
PRS2 is a United States shareholder under section
951(b), and FC is a controlled foreign corporation
under section 957(a). Under sections 958(b) and
318(a)(2)(A), PRSI is treated as owning 90% of
the FC stock owned by PRS2. Accordingly, PRS1
is also a United States shareholder under section
951(b). Further, under section 958(b)(2), PRSI is
treated as owning 100% of the FC stock for pur-
poses of determining the FC stock treated as owned
by USP and Individual A under section 318(a)(2)
(A). Therefore, USP is treated as owning 90% of
the FC stock under section 958(b) (100% x 100% x
90%), and Individual A is treated as owning 10% of
the FC stock under section 958(b) (100% x 100% x
10%). Accordingly, both USP and Individual A are
also United States shareholders of FC under section
951(b).

(2) Application of sections 951 and 951A4.
Under paragraph (d)(1) of this section, for pur-
poses of sections 951 and 951A, PRSI and PRS2
are not treated as owning (within the meaning of
section 958(a)) the FC stock; instead, for pur-
poses of determining the persons that own the
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FC stock within the meaning of section 958(a),
as the FC stock is treated as if it were owned by
foreign partnerships under paragraph (b) of this
section. Therefore, for purposes of determining
the amount included in gross income under sec-
tions 951 and 951A, under section 958(a) USP is
treated as owning 81% (100% x 90% x 90%) of
the FC stock, and Individual A is treated as own-
ing 9% (100% x 90% x 10%) of the FC stock.
Because USP and Individual A are both United
States shareholders of FC, USP and Individual A
determine their respective inclusions under sec-
tions 951 and 951A directly with respect to FC
based on their ownership of FC stock under sec-
tion 958(a). This is the case even though PRS2 is
a United States shareholder of FC.

(iii) Example 3—(A) Facts. Individual A, a
United States citizen, Individual B, a United States
citizen unrelated to Individual A, and Individual
C, a foreign person unrelated to both Individuals
A and B, own 10%, 5%, and 85%, respectively, of
PRS, a domestic partnership. PRS owns 100% of
the single class of stock of FC, a foreign corpora-
tion. FC holds an account receivable from PRS that
constitutes an obligation of a United States person
within the meaning of section 956(c)(1)(C) and
§1.956-2(a)(1)(iii).

(B) Analysis—(1) United States shareholder
and CFC determinations. Under paragraphs (d)(2)
(i) and (ii) of this section, respectively, the deter-
mination of whether PRS, Individual A, and Indi-
vidual B (each a United States person) are United
States shareholders of FC, and whether FC is a con-
trolled foreign corporation, is made without regard
to paragraph (d)(1) of this section. PRS, a United
States person, owns 100% of the total combined
voting power or value of the FC stock within the
meaning of section 958(a). Accordingly, PRS is a
United States shareholder under section 951(b),
and FC is a controlled foreign corporation under
section 957(a). Individual A is also a United States
shareholder of FC because it owns 10% of the total
combined voting power or value of the FC stock
under sections 958(b) and 318(a)(2)(A). Individual
B, however, is not a United States shareholder of
FC because Individual B owns only 5% of the total
combined voting power or value of the FC stock
under sections 958(b) and 318(a)(2)(A).

(2) Application of section 956(a). Under para-
graph (d)(1) of this section, for purposes of section
956(a), PRS is not treated as owning (within the
meaning of section 958(a)) the FC stock; instead,
for purposes of determining the persons that own
the FC stock within the meaning of section 958(a),
as the FC stock is treated as if it were owned by
a foreign partnership under paragraph (b) of this
section. Therefore, for purposes of section 956(a),
under section 958(a) Individual A is treated as own-
ing 10% of the FC stock, and Individual B is treated
as owning 5% of the FC stock. Individual A is a
United States shareholder of FC, and therefore In-
dividual A determines the amount it must include in
gross income under section 951(a)(1)(B) by reason
of the PRS obligation held by FC based on its own-
ership of FC stock under section 958(a) as deter-
mined under paragraph (d)(1) of this section. How-
ever, because Individual B is not a United States
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shareholder of FC, Individual B does not have an
amount to include in income under sections 956(a)
and 951(a)(1)(B).

(3) Application of section 956(c) and
(d). Under paragraph (d)(2)(iii) of this
section, for purposes of section 956(c)
and (d), the determination of whether
FC holds United States property is made
without regard to paragraph (d)(1) of this
section. Therefore, PRS is treated as own-
ing stock of FC within the meaning of sec-
tion 958(a) for purposes of determining
the amount of United States property held
by FC arising from its account receivable
from PRS.

(4) Applicability dates—(i) Para-
graphs (d)(1) through (3) of this sec-
tion. Paragraphs (d)(1) through (3) of
this section apply to taxable years of
foreign corporations beginning on or
after January 25, 2022, and to taxable
years of United States persons in which
or with which such taxable years of for-
eign corporations end. For taxable years
of a foreign corporation that precede the
taxable years described in the preceding
sentence, a domestic partnership may ap-
ply paragraphs (d)(1) through (3) of this
section in their entirety to taxable years
of a foreign corporation beginning after
December 31, 2017, and to taxable years
of the domestic partnership in which or
with which such taxable years of the for-
eign corporation end, provided that the
partnership, its partners that are United
States shareholders of the foreign corpo-
ration, and other domestic partnerships
that bear relationships described in sec-
tion 267(b) or 707(b) to the partnership
(and their United States shareholder
partners) consistently apply paragraphs
(d)(1) through (3) of this section with
respect to all foreign corporations whose
stock the domestic partnerships own
within the meaning of section 958(a) (de-
termined without regard to paragraph (d)
(1) of this section).

(i) Rules applicable before January
25, 2022. For taxable years of foreign
corporations beginning before January
25, 2022, and to taxable years of United
States persons in which or with which
such taxable years of foreign corporations
end, see §§1.951-1(h) and 1.951A-1(e) as
in effect and contained in 26 CFR part 1,
as revised April 1, 2021.
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(e) [Reserved] (b) * * * In addition, see §1.951A-1(e) Lily Batchelder,

Kok kK (cross-referencing §1.958-1(d)). Assistant Secretary of the Treasury
Par. 6. Section 1.1502-51 is amended * * * * * (Tax Policy).

by revising the last sentence in paragraph

(b) to read as follows: Douglas W. O’Donnell (Filed by the Office of the Federal Register on Jan-

D C L. S, R uary 24, 2021, 8:45 a.m., and published in the issue
eputy Commissioner for Services of the Federal Register for January 25, 2022, 87 F.R.

$1.1502-51 Consolidated section 951A. and Enforcement.  3643)

Kok kK Approved: December 8, 2021.
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Part Il

2022 Cumulative List of
Changes in Section 403(b)
Requirements for Section
403(b) Pre-approved Plans

Notice 2022-8

I. PURPOSE

This notice sets forth the 2022 Cumu-
lative List of Changes in Section 403(b)
Requirements for Section 403(b) Pre-ap-
proved Plans (2022 Cumulative List). The
2022 Cumulative List will assist provid-
ers of section 403(b) pre-approved plans
applying to the Internal Revenue Service
(IRS) for opinion letters for the second
remedial amendment cycle (Cycle 2) un-
der the IRS’s section 403(b) pre-approved
plan program. Cycle 2 began on July 1,
2020. The 2022 Cumulative List identi-
fies changes in the requirements of sec-
tion 403(b) of the Internal Revenue Code
(Code) that will be taken into account by
the IRS with respect to a plan document
submitted to the IRS for Cycle 2 and that
were not taken into account during the
first remedial amendment cycle (Cycle 1).
Section 403(b) plans may be submitted
for approval during the Cycle 2 on-cycle
submission period, which begins May 2,
2022, and ends May 1, 2023.

The list of changes in section IV of
this notice does not extend the deadline
by which a section 403(b) pre-approved
plan must be amended to comply with
any change in the section 403(b) require-
ments (which are requirements of section
403(b), including requirements provided
in the Code, regulations, and other guid-
ance published in the Internal Revenue
Bulletin). The general deadline for time-
ly adoption of an interim or discretionary
amendment is provided in section 12 of
Rev. Proc. 2019-39, 2019-42 IRB 945, as
modified by section 4 of Rev. Proc. 2020-
40, 2020-38 IRB 575, and section 22 of
Rev. Proc. 2021-37,2021-38 IRB 385.

II. BACKGROUND

Rev. Proc. 2021-37 sets forth proce-
dures for issuing opinion letters for sec-
tion 403(b) pre-approved plans for Cycle
2. In section 13.02 of Rev. Proc. 2021-37,
the IRS announced its intention to publish
a cumulative list for each remedial amend-
ment cycle to identify changes in the
section 403(b) requirements that will be
taken into account with respect to a plan
document submitted to the IRS for that
remedial amendment cycle and that were
not taken into account by the IRS in its
review during any prior remedial amend-
ment cycle. A change in the section 403(b)
requirements includes a statutory change
or a change in the requirements provided
in regulations or other guidance published
in the Internal Revenue Bulletin.

To assist eligible employers in achiev-
ing operational compliance, the IRS in-
tends to provide an Operational Compli-
ance List periodically to identify changes
in section 403(b) requirements that are
effective during a calendar year. For the
current Operational Compliance List, see
https://www.irs.gov/retirement-plans/op-
erational-compliance-list.

III. APPLICATION OF THE 2022
CUMULATIVE LIST

The 2022 Cumulative List set forth in
section IV of this notice lists specific items
the IRS has identified for review in deter-
mining whether the plan document for a
section 403(b) pre-approved plan that has
been submitted to the IRS for a Cycle 2
opinion letter has been properly updated.!

Except as provided in section IV of this
notice, the IRS will not consider any of the
following items in its review of any opin-
ion letter application for Cycle 2:

1. Guidance (regulations and other
guidance published in the Internal Rev-
enue Bulletin) issued after November 1,
2021.

2. Statutes enacted after November 1,
2021.

3. Statutes, regardless of when they are
enacted, that are first effective in 2022 or
later for which there is no guidance identi-
fied in this notice.

4. Section 403(b) requirements that are
first effective in 2023 or later, regardless
of when the section 403(b) requirements
are enacted or issued.

The 2022 Cumulative List sets forth
only changes in section 403(b) require-
ments that were not taken into account
during Cycle 1. However, in order to satis-
fy section 403(b) of the Code, a plan must
comply with all relevant section 403(b)
requirements, not only those on the 2022
Cumulative List.

IV. 2022 CUMULATIVE LIST OF
CHANGES IN SECTION 403(b)
REQUIREMENTS FOR SECTION
403(b) PRE-APPROVED PLANS

The 2022 Cumulative List sets forth
items that were enacted or issued after
October 1, 2012. However, if a plan was
not reviewed during Cycle 1, the IRS will
review the plan taking into account items
on the 2022 Cumulative List, as well
as the section 403(b) requirements that
were reviewed during Cycle 1. The sec-
tion 403(b) requirements reviewed during
Cycle 1 included the final regulations
under section 403(b) and any applicable
requirements of the 2012 Cumulative
List of Changes in Plan Qualification Re-
quirements set forth in Notice 2012-76,
2012-52 IRB 775.

1. Section 401(m):
a. Safe Harbor Plans

¢ Final regulations under section 401 (k)
and (m) that were published on Novem-
ber 15,2013 (TD 9641, 78 FR 68735), (1)
provide guidance on permitted mid-year
reductions or suspensions of safe harbor
nonelective contributions in certain cir-
cumstances for amendments adopted after
May 18, 2009 and (2) revise the require-

' The 2022 Cumulative List includes items that are specific to section 403(b) plans, as well as items that, although not specific to section 403(b) plans, are applicable to section 403(b)
plans. For example, because § 1.403(b)-6(d)(2) provides that a hardship distribution has the same meaning as a distribution on account of hardship under § 1.401(k)-1(d)(3) and is subject to
the rules and restrictions set forth in § 1.401(k)-1(d)(3), the 2022 Cumulative List includes items that changed hardship distribution requirements under § 1.401(k)-1(d)(3).
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ments for permitted mid-year reductions
or suspensions of safe harbor matching
contributions for plan years beginning on
or after January 1, 2015.

* Notice 2016-16,2016-7 IRB 318, per-
mits mid-year changes to a section 401(k)
safe harbor plan or section 401(m) safe
harbor plan under certain circumstances
and if certain conditions are satisfied.

* Notice 2020-52, 2020-29 IRB 79,
clarifies the requirements that apply to
a mid-year amendment to a safe harbor
section 401(k) or 401(m) plan that reduc-
es only contributions made on behalf of
highly compensated employees. It also
provides, in connection with the ongo-
ing Coronavirus Disease 2019 pandemic,
temporary relief (which requires plan lan-
guage as a condition of obtaining the re-
lief) from certain requirements that would
otherwise apply to a mid-year amendment
to a safe harbor section 401(k) or 401(m)
plan adopted between March 13, 2020,
and August 31, 2020, that reduces or sus-
pends safe harbor contributions.

* Section 102 of the Setting Every
Community Up for Retirement En-
hancement Act of 2019 (SECURE Act),
Pub. L. 116-94, 133 Stat. 2534, amends
section 401(k)(13)(C)(iii) of the Code to
increase the 10-percent cap for automatic
enrollment safe harbor plans (including
certain section 401(m) safe harbor plans).

* Section 103 of the SECURE Act
amends section 401(k) of the Code to
(1) eliminate certain safe harbor notice
requirements for plans (including certain
section 401(m) safe harbor plans) that
provide for safe harbor nonelective contri-
butions and (2) add new provisions for the
retroactive adoption of safe harbor status
for those plans.

* Notice 2020-86, 2020-53 IRB 1786,
provides guidance with respect to sections
102 and 103 of the SECURE Act.

b. Definition of Qualified Matching
Contributions

* Proposed regulations under section
401(k) and (m) of the Code that were
published on January 18, 2017 (82 FR
5477), amend the definitions of quali-
fied matching contributions (QMACsS)
and qualified nonelective contributions
(QNECs) to provide that QMACs and
QNECs must satisfy applicable nonfor-
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feitability and distribution requirements
at the time they are allocated to partici-
pants’ accounts, but need not meet these
requirements when they are contributed
to the plan. The proposed regulations ap-
ply only to taxable years beginning on or
after the publication of final regulations,
but taxpayers may choose to rely on the
proposed regulations upon publication
and for prior periods.

* Final regulations under section 401 (k)
and (m) that were published on July 20,
2018 (TD 9835, 83 FR 34469), amend
the definitions of QMACs and QNECs to
provide that QMACs and QNECs must
satisfy applicable nonforfeitability and
distribution requirements at the time they
are allocated to participants’ accounts, but
need not meet these requirements when
they are contributed to the plan.

2. Section 403(b)(7) and (11):
a. In-Plan Roth Rollovers

e Section 902 of the American Tax-
payer Relief Act of 2012, Pub. L. 112-
240, 126 Stat. 2313 (2013), adds sec-
tion 402A(c)(4)(E) of the Code, which
provides that rollovers from a plan account
to the plan’s designated Roth account may
include a rollover of an otherwise nondis-
tributable amount.

* Notice 2013-74, 2013-52 IRB 819,
provides guidance regarding amounts
transferred to a designated Roth account
as described in section 402A(c)(4)(E)
and also provides guidance that applies
to all in-plan Roth rollovers under sec-
tion 402A(c)(4).

b. Hardship Distributions

* Section 41113 of the Bipartisan
Budget Act of 2018 (BBA), Pub. L.
115-123, 132 Stat. 64, in part, directs
the Secretary of the Treasury to modify
Treas. Reg. § 1.401(k)-1(d)(3)(iv)(E) to
delete the 6-month prohibition on contri-
butions after a hardship distribution and to
make any other modifications necessary to
carry out the purposes of section 401(k)
(2)(B)(1)(IV) of the Code.

* Section 41114 of the BBA amends
section 401(k) of the Code to modify
the hardship distribution rules to expand
the sources of hardship distributions to
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include elective contributions, quali-
fied nonelective contributions, qualified
matching contributions, and earnings
on those contributions. The rules relat-
ing to hardship distributions of elective
contributions from a section 401(k) plan
generally apply to section 403(b) plans.
However, because section 403(b)(11) of
the Code was not amended by section
41114 of the BBA, earnings attributable
to section 403(b) elective deferrals con-
tinue to be ineligible for hardship distri-
bution.

* Proposed regulations under section
401(k) of the Code that were published
on November 14, 2018 (83 FR 56763),
amend the rules relating to hardship dis-
tributions from section 401(k) plans to
reflect statutory changes affecting section
401(k) plans, including changes made by
the BBA. Under the proposed regulations,
the changes to the hardship distribution
rules made by the BBA generally apply
to distributions made in plan years begin-
ning after December 31, 2018. However,
the prohibition on suspending an employ-
ee’s elective contributions and employee
contributions as a condition of obtaining
a hardship distribution may be applied as
of the first day of the first plan year be-
ginning after December 31, 2018, even
if the distribution was made in the prior
plan year. In addition, the revised list of
safe harbor expenses for which distribu-
tions are deemed to be made on account
of an immediate and heavy financial need
may be applied to distributions made on
or after a date that is as early as January 1,
2018.

* Final regulations under section
401(k) that were published on September
23,2019 (TD 9875, 84 FR 49651), amend
the rules relating to hardship distributions
from section 401(k) plans to reflect stat-
utory changes affecting section 401(k)
plans, including recent changes made by
the BBA.

c. Lifetime Income Investment Options

* Section 109 of the SECURE Act pro-
vides that section 403(b) plans may permit
certain transfers and distributions of life-
time income investment options in cases
in which the investment options are no
longer authorized to be held as investment
options under the plan.
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d. Distribution of Individual Custodial
Accounts Upon Plan Termination

* Section 110 of the SECURE Act pro-
vides that the Secretary of the Treasury
shall issue guidance providing that, if an
employer terminates a plan under which
amounts are contributed to a custodial
account under section 403(b)(7) of the
Code, the plan administrator or custodi-
an may distribute an individual custodial
account (ICA) in kind to a participant or
beneficiary of the plan. It also provides
that the distributed custodial account
will be maintained by the custodian on a
tax-deferred basis as a section 403(b)(7)
custodial account, similar to the treatment
of fully paid individual annuity contracts
under Rev. Rul. 2011-7, until amounts are
actually paid to the participant or benefi-
ciary.

* Rev. Rul. 2020-23,2020-47 IRB 1028,
pursuant to section 110 of the SECURE
Act, provides that, under the situations
described in the revenue ruling, a section
403(b) plan may be terminated in accor-
dance with the rules of § 1.403(b)-10(a)
using a distribution of an ICA in kind to a
participant or beneficiary, and such a dis-
tribution is not includible in gross income
until amounts are actually paid to the par-
ticipant or beneficiary out of the ICA, so
long as the ICA maintains its status as a
section 403(b)(7) custodial account.

e. Qualified Birth or Adoption
Distributions

e Section 113 of the SECURE Act
amends section 72(t)(2) of the Code to add
anew exception to the 10-percent additional
tax for any qualified birth or adoption distri-
bution. An individual generally may recon-
tribute a qualified birth or adoption distribu-
tion (not to exceed the aggregate amount of
all qualified birth and adoption distributions
made to the individual from the plan) to an
applicable eligible retirement plan in which
the individual is a beneficiary and to which
a rollover may be made.

* Notice 2020-68, 2020-38 IRB 567,
provides guidance with respect to the SE-
CURE Act, including section 113 of the
SECURE Act.

3. Section 403(b)(8):

* Section 306 of the Protecting Amer-
icans from Tax Hikes Act of 2015 (PATH
Act), Pub. L. 114-113, 129 Stat. 2242,
amends section 408(p)(1)(B) of the Code
to permit rollovers from a section 403(b)
plan to a SIMPLE IRA.

* Section 41104 of the BBA adds sec-
tion 6343(f) of the Code to hold an indi-
vidual harmless in the case of a wrongful
levy upon an eligible retirement plan. The
eligible retirement plan may permit the
contribution of any property or money re-
turned to the individual as a result of the
wrongful levy, and such contribution will
be treated as a rollover.

4. Section 403(b)(9):

* Section 111 of the SECURE Act
amends section 403(b)(9) of the Code to
clarify that an employee described in sec-
tion 414(e)(3)(B) may be included in a sec-
tion 403(b)(9) retirement income account.

5. Section 403(b)(10):

* Final regulations under section 401(a)
(9) that were published on July 2, 2014
(TD 9673, 79 FR 37633), provide a limited
modification of the required minimum dis-
tribution rules for section 403(b) plans hold-
ing qualifying longevity annuity contracts.

* Section 114 of the SECURE Act
amends section 401(a)(9)(C)(i)(I) of the
Code to increase the age with respect to
which the required beginning date for
required minimum distributions is deter-
mined from age 70 ' to age 72.

* Section 401 of the SECURE Act
amends section 401(a)(9) of the Code to
provide new required minimum distribu-
tion rules for designated beneficiaries.

6. Section 403(b)(12):

* Notice 2018-95, 2018-52 IRB 1058,
provides transition relief from the “once-
in-always-in” condition for excluding part-
time employees under § 1.403(b)-5(b)(4)
(iii)(B), including relief regarding plan
language for section 403(b) pre-approved
plans.

7. Section 415:

* Section 116 of the SECURE Act
amends section 415(c) of the Code to
treat difficulty of care payments that are
excluded from gross income as compensa-
tion for determining retirement contribu-
tion limitations.

* Notice 2020-68 provides guidance
with respect to the SECURE Act, includ-
ing section 116 of the SECURE Act.

8. Definition of Spouse:

o United States v. Windsor, 570 U.S.
744 (2013). The Supreme Court found
that section 3 of the Defense of Marriage
Act (DOMA), which provides that, in
determining the meaning of any Act of
Congress or of any ruling, regulation, or
interpretation of the various administra-
tive bureaus and agencies of the United
States, the word “marriage” means only
a legal union between one man and one
woman as husband and wife, and the word
“spouse” refers only to a person of the
opposite sex who is a husband or a wife,
is unconstitutional because it violates the
principles of equal protection.

* Rev. Rul. 2013-17,2013-38 IRB 201,
provides that for Federal tax purposes,
the terms “spouse,” “husband and wife,”
“husband,” and “wife” include an individ-
ual married to a person of the same sex
if the individuals are lawfully married
under state law, and the term “marriage”
includes such a marriage between individ-
uals of the same sex, and the IRS adopts
a general rule recognizing a marriage of
same-sex individuals that was validly en-
tered into in a state whose laws authorize
the marriage of two individuals of the
same sex even if the married couple is do-
miciled in a state that does not recognize
the validity of same-sex marriages.

* Notice 2014-19, 2014-17 IRB 979,
provides guidance on the application
(including the retroactive application) of
the decision in United States v. Windsor,
and the holdings of Rev. Rul. 2013-17, to
retirement plans qualified under section
401(a) of the Code.?

* Notice 2014-37, 2014-24 IRB 1100,
provides guidance on a mid-year amend-

2For the application of Notice 2014-19 to section 403(b) plans, see Frequently Asked Question 5 https://www.irs.gov/retirement-plans/application-of-the-windsor-decision-and-post-windsor-

published-guidance-to-qualified-retirement-plans-faqs.
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ment to a section 401(k) safe harbor plan
or section 401(m) safe harbor plan to re-
flect the outcome of United States v. Wind-
sor, pursuant to Notice 2014-19.

* Final regulations under section 7701
that were published on September 2, 2016
(TD 9785, 81 FR 60609), define terms de-
scribing the marital status of taxpayers for
federal tax purposes.

9. Disaster-related Rules:

* Section 502 of the Disaster Tax Relief
and Airport and Airway Extension Act of
2017, Pub. L. 115-63, 131 Stat. 1168, as
amended by section 20201 of the BBA,
provides special disaster-related rules for
use of retirement funds.

 Section 11028 of the Tax Cuts and
Jobs Act of 2017 (TCJA), Pub. L. 115-
97, 131 Stat. 2054, provides special di-
saster-related rules for use of retirement
funds.

* Section 20101 of the BBA provides
special disaster-related rules for use of re-
tirement funds.

* Section 202 of the Taxpayer Certain-
ty and Disaster Tax Relief Act of 2019,
Pub. L. 116-94, 133 Stat. 2534, provides
special disaster-related rules for use of re-
tirement funds.

e Section 2202 of the Coronavi-
rus Aid, Relief, and Economic Securi-
ty Act (CARES Act), Pub. L. 116-136,
134 Stat. 281 (2020), provides special
rules for coronavirus-related distributions
and plan loans made to qualified individ-
uals.

* Notice 2020-50, 2020-28 IRB 35,
provides guidance relating to the applica-
tion of section 2202 of the CARES Act for
qualified individuals and eligible retire-
ment plans.

* Section 302 of the Taxpayer Certain-
ty and Disaster Tax Relief Act of 2020,
Pub. L. 116-260, 134 Stat. 1182, provides
special disaster-related rules for use of re-
tirement funds.

10. Church Plan Clarification:
e Section 336 of the PATH Act amends

section 414(c) of the Code to provide spe-
cial rules for church plans for purposes of

determining controlled groups, automat-
ic enrollment arrangements, certain plan
transfers and mergers, and investments in
collective trusts.

* Notice 2018-81, 2018-43 IRB 666,
which provides guidance under section
336(a) of the PATH Act, describes the
manner in which taxpayers notify the IRS
of revocation of an election to aggregate
or disaggregate certain church-related
organizations from treatment as a single
employer under section 414(c)(2)(C) and

(D).
V. DRAFTING INFORMATION

The principal author of this notice is
Patrick Gutierrez of the Office of Asso-
ciate Chief Counsel (Employee Benefits,
Exempt Organizations, and Employment
Taxes). For further information regard-
ing this notice, contact Employee Plans at
(513) 975-6319 (not a toll-free number).

26 CFR 1.6012-1: Individuals required to make re-
turns of income.

Rev. Proc. 2022-12

SECTION 1. PURPOSE

.01 This revenue procedure provides
procedures for individuals who are not
otherwise required to file Federal income
tax returns for taxable year 2021 to claim
the child tax credit under § 24, to claim
the 2021 recovery rebate credit under
§ 6428B, and to claim the earned income
credit under § 32.! Section 2 of this reve-
nue procedure describes these Federal in-
come tax benefits in further detail. Section
3 of this revenue procedure describes the
scope of the procedures provided in this
revenue procedure.

.02 Section 4 of this revenue procedure
provides an electronic filing procedure
for individuals who (i) are not required to
file a Federal income tax return for tax-
able year 2021 and (ii) had zero adjusted
gross income (AGI) for taxable year 2021.
These individuals generally are not able to
file Federal income tax returns electroni-
cally due to certain tax return preparation

!"Unless otherwise specified, all “section” or “§” references are to sections of the Internal Revenue Code (Code).
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software and return processing parame-
ters. Because Federal income tax returns
filed on paper do not pose this processing
issue, section 4 of this revenue procedure
does not apply to a Federal income tax
return filed on paper, although the proce-
dures provided by section 5 and section 6
of this revenue procedure do apply to pa-
per-filed returns.

.03 Section 5 of this revenue procedure
provides a simplified Federal income tax
return filing procedure for individuals
who (i) are not required to file a Feder-
al income tax return for taxable year
2021, (ii) had gross income that was less
than their applicable standard deduction
amount for taxable year 2021, and (iii) are
not eligible for the earned income credit
for taxable year 2021 (for example, be-
cause they did not have earned income
during taxable year 2021 for purposes of
the earned income credit) or do not want
to claim the credit.

.04 Section 6 of this revenue procedure
provides a simplified Federal income tax
return filing procedure for individuals who
(1) are not required to file a Federal in-
come tax return for taxable year 2021, (ii)
had gross income that was less than their
applicable standard deduction amount for
taxable year 2021, and (iii) had earned
income during taxable year 2021 for pur-
poses of the earned income credit.

SECTION 2. BACKGROUND

.01 Child Tax Credit for Taxable Year
2021.

(1) Overview. Section 9611(a), (b)(1),
and (b)(2) of the American Rescue Plan
Act of 2021 (American Rescue Plan),
Public Law 117-2, 135 Stat. 4, 144-149
(March 11, 2021), added §§ 24(i), 24(),
and 7527A to the Code. Section 24(i)
modifies the child tax credit rules set forth
in § 24 for any taxable year beginning af-
ter December 31, 2020, and before Janu-
ary 1, 2022 (taxable year 2021).

(2) Credit allowed. Under § 24(a),
a taxpayer may claim a child tax credit
against the taxpayer’s Federal income tax
(as imposed by chapter 1 of subtitle A of
the Code) for the taxable year with respect
to each CTC qualifying child (as defined
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in section 2.01(5) of this revenue proce-
dure) of the taxpayer.

(3) Credit fully refundable. The child
tax credit for taxable year 2021 is fully
refundable for a taxpayer if the taxpay-
er (or spouse, if filing a joint return) has
a principal place of abode in the United
States (determined as provided in § 32) for
more than one-half of taxable year 2021.
See § 24(i)(1). Full refundability means
that taxpayers can benefit from the maxi-
mum amount of the credit even if they do
not have earned income or do not owe any
Federal income tax for taxable year 2021.

(4) Credit amounts. Taxpayers claim-
ing the child tax credit for taxable year
2021 may receive up to $3,000 for each
CTC qualifying child who is between the
ages of 6 and 17 as of the end of taxable
year 2021 and $3,600 for each CTC quali-
fying child who is under the age of 6 as of
the end of taxable year 2021. See § 24(i)
(2) and (3).

(5) CTC qualifying child. A “CTC
qualifying child” is a qualifying child of
the taxpayer (as defined in § 152(c)) who
has not attained age of 18 at the close of
taxable year 2021. See § 24(i)(2)(A). No
child tax credit is allowed for a qualify-
ing child unless the social security number
(SSN) of the child, which must be valid for
employment and be issued by the Social
Security Administration before the due
date of the taxpayer’s taxable year Federal
income tax return (including extensions),
is provided on the return. See § 24(h)(7).
If the taxpayer’s child was a U.S. citizen
when the child received the SSN, the SSN
is valid for employment.

(6) Nonresident aliens. Only certain
nonresident aliens who are U.S. nation-
als; residents of Canada, Mexico, or South
Korea; or students and business apprentic-
es from India who qualify for benefits un-
der Article 21(2) of the income tax treaty
with India may claim the child tax credit
or credit for other dependents (described
in section 2.03 of this revenue procedure).

(7) Reconciliation requirement regard-
ing credit and advance payments.

(a) Overview of reconciliation require-
ment. Taxpayers who received advance
child tax credit payments (described in
section 2.02(1) of this revenue procedure)
during calendar year 2021 must reduce
(but not below zero) the amount of the
child tax credit claimed for taxable year
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2021 by the total amount of those advance
child tax credit payments. See § 24(j)(1).
If the amount of a taxpayer’s advance
child tax credit payments received in cal-
endar year 2021 exceeds the taxpayer’s
allowable child tax credit for taxable year
2021, the taxpayer’s Federal income tax
imposed for taxable year 2021 will be in-
creased by the excess. See § 24(3)(2)(A).

(b) Safe harbor based on modified AGI.
The amount by which a taxpayer’s Feder-
al income tax for taxable year 2021 is in-
creased by operation of § 24(j)(2)(A) may
be reduced or eliminated if the taxpayer
qualifies for the statutory safe harbor set
forth in § 24(j)(2)(B). Under § 24()(2)
(B), a taxpayer’s increase in tax is reduced
by the “safe harbor amount.” The safe
harbor amount is equal to a maximum of
$2,000 multiplied by the difference in the
number of CTC qualifying children the
Internal Revenue Service (IRS) included
when estimating the taxpayer’s advance
child tax credit payments disbursed in
calendar year 2021 and the number of
CTC qualifying children properly taken
into account in determining the allowed
child tax credit amount (excess qualifying
child). See § 24()(2)(B)(iv). The safe har-
bor amount reduces to zero as a taxpay-
er’s modified AGI exceeds certain income
thresholds. See § 24(j)(2)(B)(ii). Because
the income thresholds of this revenue pro-
cedure are lower than those of the safe
harbor, an individual within the scope of
this revenue procedure will qualify for the
full safe harbor and will not have to repay
any increase in tax if the increase in tax
is attributable to the individual’s excess
qualifying children. The increase in tax
will be attributable to the individual’s ex-
cess qualifying children if the individual’s
main home was in the United States for
more than half of taxable year 2021.

.02 Advance Child Tax Credit Pay-
ments for Calendar Year 2021.

(1) In general. Section 7527A(a) re-
quires the Secretary of the Treasury or
her delegate (Secretary) to establish a pro-
gram for making periodic advance child
tax credit payments to taxpayers the total
of which, during any calendar year, equals
the “annual advance amount” (as defined
in § 7527A(b)(1)) determined with respect
to that taxpayer for that calendar year.
These advance child tax credit payments
were required to be made between July 1,
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2021, and December 31, 2021, and gener-
ally were disbursed in equal amounts. See
§§ 7527A(a), (b)(3), and (f).

(2) Definition of annual advance
amount. Section 7527A(b)(1) defines the
term “annual advance amount” to mean,
with respect to any taxpayer for any cal-
endar year, the amount (if any) that the
Secretary estimates as being equal to 50
percent of the refundable child tax credit
amount that would be treated as allowed
by reason of § 24(i)(1) for the taxpayer’s
taxable year beginning in that calendar
year if:

(a) The U.S. principal place of abode
status is determined with respect to the
“reference taxable year,” as defined in
§ 7527A(b)(2);

(b) The taxpayer’s modified AGI for
that taxable year is equal to the taxpayer’s
modified AGI for the reference taxable
year;

(c) The only children of the taxpayer
for that taxable year are qualifying chil-
dren properly claimed on the taxpayer’s
return of tax for the reference taxable
year; and

(d) The ages of those children (and the
status of those children as CTC qualifying
children) are determined for that taxable
year by taking into account the passage of
time since the reference taxable year.

.03 Credit for Other Dependents. For
a taxable year beginning after December
31, 2017, and before January 1, 2026, a
$500 credit may be available for a depen-
dent of the taxpayer (within the meaning
of § 152) who is not a CTC qualifying
child or who is a CTC qualifying child but
does not have an SSN valid for employ-
ment. See § 24(h)(4). The credit for other
dependents is not addressed by this rev-
enue procedure because the credit cannot
be claimed unless income tax is owed and
therefore is not applicable to individuals
within the scope of this revenue proce-
dure.

.04 Earned Income Credit.

(1) Overview. The earned income
credit is a refundable credit that low- to
moderate-income individuals and families
may claim. Section 32(a) provides that, in
the case of an eligible individual, there is
allowed as a credit against the tax imposed
by subtitle A of the Code for the taxable
year an amount equal to the credit percent-
age of so much of the taxpayer’s earned
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income for the taxable year as does not
exceed the earned income amount.

(2) Amount of credit.

(a) Maximum amounts. For taxable
year 2021, the four maximum amounts of
the earned income credit are the follow-
ing:

(1) $1,502, if the eligible individual
does not have a “qualifying child,” as de-
fined in § 32(c)(3) (EIC qualifying child),
or if none of the eligible individual’s EIC
qualifying children has a valid SSN;

(i) $3.618, if the eligible individual
has one EIC qualifying child who has a
valid SSN;

(iii) $5,980, if the eligible individual
has two EIC qualifying children who have
valid SSNs; and

(iv) $6,728, if the eligible individual
has three or more EIC qualifying children
who have valid SSNs.

(b) Factors for determining credit
amount. The amount of the earned income
credit that can be claimed by an eligible
individual depends on the following fac-
tors:

(1) The individual’s “earned income
amount,” which is the amount of earned
income at or above which the maximum
amount of the earned income credit is al-
lowed.

(i1) The individual’s “applicable per-
centage,” which depends on the number
of the individual’s EIC qualifying chil-
dren, if any.

(iii) The individual’s applicable phase-
out amount. With regard to that amount,
each individual has a “threshold phase-
out amount” and a “completed phaseout
amount,” both of which depend on the
individual’s income and filing status. The
“threshold phaseout amount” is the amount
of AGI (or, if greater, earned income)
above which the maximum amount of the
credit begins to phase out. The “complet-
ed phaseout amount” is the amount of AGI
(or, if greater, earned income) at or above
which no credit is allowed. See generally
§ 32(a), (b), and (n). See also Rev. Proc.
2021-23,2021-19 .LR.B. 1153.

(3) SSN requirement. To claim the
earned income credit for taxable year
2021, the eligible individual (and spouse,
if filing a joint return) must have a valid
SSN issued by the Social Security Admin-
istration by the due date of the individu-
al’s Federal income tax return (including
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extensions). The individual is not permit-
ted to claim the earned income credit if
the individual’s SSN is not valid for em-
ployment and was issued for purposes of
receiving a federally funded benefit. See
generally § 32(c)(1)(E) and (m).

(4) Eligibility.

(a) In general. Individuals who are
eligible to claim the earned income cred-
it include individuals who have an EIC
qualifying child for taxable year 2021, as
well as individuals who do not have an
EIC qualifying child but satisfy the three
following eligibility conditions for taxable
year 2021. See § 32(c)(1)(A). First, the
individual has a principal place of abode
in the United States (determined as pro-
vided in § 32) for more than one-half of
taxable year 2021. See § 32(c)(1)(A)(ii)
(I). Second, the individual (or spouse, if
filing a joint return) has attained age 19
(except for specified students who are
eligible to claim the earned income cred-
it if they have attained age 24, and qual-
ified homeless youth or qualified former
foster youth who are eligible to claim the
earned income credit if they have attained
age 18). See § 32(c)(1)(A)(ii)(II) and (n).
Third, the individual is not a dependent
for whom a deduction is allowable under
§ 151 to another taxpayer for taxable year
2021. See § 32(c)(1)(A)(i)(II).

(b) Eligibility restrictions. An indi-
vidual who elects for the taxable year to
exclude foreign earned income and hous-
ing cost amount under § 911 is not an
eligible individual for that taxable year.
See § 32(c)(1)(C). In addition, an individ-
ual is not eligible for the earned income
credit if he or she is a nonresident alien
individual for any portion of taxable year
2021, unless the individual is treated as a
resident of the United States for taxable
year 2021 by reason of having made the
election under § 6013(g) or § 6013(h). See
§ 32(c)(1)(D). Lastly, an individual who is
the EIC qualifying child of a taxpayer for
taxable year 2021 is not eligible to claim
the earned income credit for taxable year
2021. See § 32(c)(1)(B).

.05 2021 Recovery Rebate Credit and
Third-Round Economic Impact Payments.

(1) 2021 recovery rebate credit. Sec-
tion 9601(a) of the American Rescue
Plan added § 6428B to the Code. Sec-
tion 6428B(a) provides an eligible indi-
vidual a refundable tax credit against the
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eligible individual’s Federal income tax
liability (as imposed by subtitle A of the
Code) for the eligible individual’s taxable
year 2021 (2021 recovery rebate credit).

(a) Definition of eligible individual.
Section 6428B(c) defines the term “eligi-
ble individual” for purposes of § 6428B to
mean any individual other than (i) a non-
resident alien individual, (ii) an individual
who is a dependent of another taxpayer (as
defined in § 152) for the taxable year, or
(iii) an estate or trust.

(b) Amount of 2021 recovery rebate
credit.

(1) In general. Section 6428B(a) pro-
vides that the amount of the 2021 recovery
rebate credit equals the sum of (i) $1,400
per eligible individual ($2,800 in the case
of a joint return) and (ii) an amount equal
to the product of $1,400 multiplied by the
number of the eligible individual’s depen-
dents (within the meaning of § 152).

(i1) Reductions in amount due to lack
of SSN. If an eligible individual does not
have an SSN, or if two eligible individ-
uals who do not have an SSN file a joint
return, § 6428B(e)(2) does not allow the
$1,400 amount for the eligible individual
or the $2,800 amount for the joint return,
but will allow an amount for dependents
(as defined in § 152) with certain taxpayer
identification numbers. Section 6428B(e)
(2) reduces the $2,800 amount for a joint
return to $1,400 if one spouse has an SSN,
one spouse does not have an SSN, and nei-
ther spouse was a member of the Armed
Forces of the United States at any time
during the taxable year. Only a dependent
with an SSN or an IRS adoption taxpayer
identification number (ATIN) is counted
for purposes of determining the amount
of the 2021 recovery rebate credit. See
§ 6428B(e)(2)(C) and (D). For purposes
of qualifying for the 2021 recovery rebate
credit, any type of SSN is sufficient if it
was issued by the Social Security Admin-
istration by the due date of the eligible in-
dividual’s 2021 Federal income tax return
(including extensions). See § 6428B(¢e)(2)
D).

(iii) Reduction in amount due to AGI.
Section 6428B(d) provides phaseouts of
the credit amount based on an eligible in-
dividual’s AGI.

(iv) Reduction in amount due to receipt
of advance payments. Section 6428B(f)
reduces the 2021 recovery rebate credit
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amount that an eligible individual may
claim by the aggregate refunds allowed
to the eligible individual as an advance
refund in calendar year 2021 (that is,
through the receipt of one or more third-
round economic impact payments).

(2) Economic impact payments. Sec-
tion 6428B(g) addresses the payment
of advanced refunds and credits during
calendar year 2021. It authorized a third
round of economic impact payments
which followed two earlier rounds of ad-
vance refunds and credits for taxable year
2020. See §§ 6428(f) (regarding the first
round of economic impact payments),
6428A(f) (regarding the second round of
economic impact payments). All third-
round economic impact payments under
§ 6428B(g) have been disbursed.

.06 Revenue Procedure 2021-24. Rev.
Proc. 2021-24, 2021-29 L.R.B. 19, pro-
vided two procedures for individuals not
otherwise required to file 2020 Federal in-
come tax returns to file returns to receive
certain tax benefits. The first procedure,
set forth in section 4 of Rev. Proc. 2021-
24, permitted these individuals to file sim-
plified returns to (i) receive advance child
tax credit payments during calendar year
2021, (ii) claim the 2020 recovery rebate
credit, (iii) claim the additional 2020 re-
covery rebate credit, and (iv) receive the
third-round economic impact payment.
The second procedure, set forth in section
5 of Rev. Proc. 2021-24, enabled these in-
dividuals who have zero AGI to file com-
plete returns electronically to receive (i)
advance child tax credit payments during
calendar year 2021 and (ii) the third-round
economic impact payment.

SECTION 3. SCOPE

.01 Overview. This revenue procedure
allows individuals who are not required
to file a Federal income tax return for
taxable year 2021 to provide information
to the IRS to claim the child tax credit,
the 2021 recovery rebate credit, and the
earned income credit, as well as for other
purposes. Section 4 of this revenue pro-
cedure allows individuals described in
that section to provide this information
through an electronically filed return. The
procedures set forth in section 5 and sec-
tion 6 of this revenue procedure allow the
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individuals described in those sections to
provide this information in the form of a
simplified return, whether filed on paper
or electronically.

.02 Purposes of Zero AGI Filing Pro-
cedure under Section 4. The Department
of the Treasury and the IRS are aware
that individuals otherwise not required
to file Federal income tax returns for tax-
able year 2021 may want to file Federal
income tax returns electronically. These
individuals may use tax return prepara-
tion software that does not permit them
to file pursuant to a simplified procedure
provided by section 5 or section 6 of this
revenue procedure, or the individuals
may need to file complete Federal income
tax returns to receive certain State or lo-
cal benefits. Many Federal income tax re-
turns, however, cannot be filed electron-
ically if the filer reports an AGI of zero
(as opposed to an AGI of $1 or more) and
does not claim the 2021 recovery rebate
credit, the child tax credit, or any amount
as a refund. To facilitate the processing
of electronic returns filed by individuals
with zero AGI who are not otherwise re-
quired to file Federal income tax returns,
section 4 of this revenue procedure pro-
vides a procedure for these individuals to
file complete electronic Federal income
tax returns.

.03 Purpose of Simplified Filing Pro-
cedure under Section 5. Section 5 of this
revenue procedure provides a simplified
filing procedure that permits individuals
who are not required to file a Federal in-
come tax return for taxable year 2021 to
receive certain Federal income tax ben-
efits. Specifically, individuals who file a
Federal income tax return for taxable year
2021 in accordance with section 5 of this
revenue procedure may provide necessary
information to claim (i) the child tax cred-
it for taxable year 2021 and (ii) the 2021
recovery rebate credit.

.04 Purpose of Simplified Filing Pro-
cedure under Section 6. Section 6 of this
revenue procedure provides a simplified
filing procedure that permits individuals
who are not required to file a Federal in-
come tax return for taxable year 2021,
but who earned income during 2021 and
are eligible to claim the earned income
credit, to receive certain Federal income
tax benefits. Specifically, eligible indi-
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viduals who file a Federal income tax re-
turn for taxable year 2021 in accordance
with section 6 of this revenue procedure
may provide necessary information to
claim (i) the earned income credit for tax-
able year 2021, (ii) the child tax credit for
taxable year 2021, and (iii) the 2021 re-
covery rebate credit. This procedure also
permits individuals to claim a refund of
withheld Federal income tax for taxable
year 2021.

.05 U.S. Territory Residents Not Eligi-
ble. The procedures provided by this rev-
enue procedure do not apply to a resident
of American Samoa, Guam, the Common-
wealth of the Northern Mariana Islands,
the Commonwealth of Puerto Rico (Puer-
to Rico), or the U.S. Virgin Islands (each,
a U.S. territory). A resident of a U.S. terri-
tory should contact their local territory tax
agency for additional information about
the earned income credit, the child tax
credit, and the 2021 recovery rebate credit.
However, a resident of Puerto Rico should
refer to Form 1040-PR, Planilla para la
Declaracion de la Contribucion Federal
sobre el Trabajo por Cuenta Propia, or
Form 1040-SS, U.S. Self~-Employment Tax
Return, and their instructions, to claim the
child tax credit for taxable year 2021.

.06 Individuals Who Are Required to
File a 2021 Federal Income Tax Return
Not Eligible. The procedures provided by
this revenue procedure do not apply to in-
dividuals who are required to file Federal
income tax returns for taxable year 2021
(for example, individuals reconciling ad-
vance payment of the premium tax credit
under § 36B).

.07 Individuals Who Previously Filed
a 2021 Federal Income Tax Return Not
Eligible. The procedures provided by
this revenue procedure do not apply to
individuals who already filed a paper or
electronic Federal income tax return for
taxable year 2021. Such individuals do
not need to file any additional forms or
otherwise contact the IRS to claim (i) the
earned income credit for themselves and
each EIC qualifying child, (ii) the child
tax credit for each CTC qualifying child,
or (iii) a 2021 recovery rebate credit for
themselves and each eligible dependent
(as defined in § 152), if those credits were
claimed on the previously filed return for
taxable year 2021.
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SECTION 4. SPECIAL PROCEDURE
FOR ZERO AGI FILERS

.01 Federal Income Tax Return Filed
Electronically.

(1) Electronic filing procedure. Subject
to section 4.01(2) of this revenue proce-
dure, under the requirements in this sec-
tion 4, a zero AGI filer may file electron-
ically Form 1040, U.S. Individual Income
Tax Return, Form 1040-SR, U.S. Tax Re-
turn for Seniors, or Form 1040-NR, U.S.
Nonresident Alien Income Tax Return, for
taxable year 2021.

(2) Procedure does not apply to pa-
per returns. The special procedure in this
section 4 applies only to an electronically
filed return for a zero AGI filer and does
not apply to a return filed on paper.

.02 Definition of Zero AGI Filer. For
purposes of this section 4, a “zero AGI
filer” is an individual--

(1) Who is not required to file a Federal
income tax return for taxable year 2021;

(2) Who has gross income for taxable
year 2021 that is less than their applicable
standard deduction amount;

(3) Who has zero AGI for taxable year
2021 (that is, the individual has zero AGI
for taxable year 2021 reportable on line 11
of Form 1040, Form 1040-SR, or Form
1040-NR);

(4) Who has not already filed a Federal
income tax return for taxable year 2021;

(5) Who—

(a) has a principal place of abode in the
United States (determined as provided in
§ 32) for more than one-half of taxable
year 2021, or

(b) files a joint return with an individu-
al who satisfies the requirement described
in section 4.02(5)(a) of this revenue pro-
cedure; and

(6) Who is not a resident of a U.S. ter-
ritory.

.03 Required Information. In addition
to all other information required to be en-
tered on Form 1040, Form 1040-SR, or
Form 1040-NR, a zero AGI filer must en-
ter the following:

(1) $1 as taxable interest on line 2b of
the form;

(2) $1 as total income on line 9 of the
form; and

(3) $1 as AGI on line 11 of the form.

.04 Signature. A zero AGI filer must
sign the return under penalties of perju-
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ry, including the filer’s identity protection
personal identification number (that is,
the filer’s IP PIN), if applicable, as part
of the filer’s signature. In addition, a zero
AGI filer may enter the identifying infor-
mation of any third-party designee, if ap-
plicable, at the bottom of page 2 of Form
1040, Form 1040-SR, or Form 1040-NR.
A zero AGI filer who has been assigned an
IP PIN, but has misplaced it, may retrieve
the IP PIN at https://www.irs.gov/identity-
theft-fraud-scams/retrieve-your-ip-pin.

.05 Accuracy of Return. Individuals
who report incorrect information regard-
ing qualifying children or other depen-
dents or otherwise provide incorrect infor-
mation on their returns may be liable for
civil or criminal penalties. However, the
IRS will not challenge the accuracy of the
items of income reported on a return that
an individual files in accordance with this
section 4 if the individual is eligible to use
the procedure in this section 4 and the in-
structions in this section 4 direct that the
items be so reported.

SECTION 5. SPECIAL PROCEDURE
FOR CTC/RRC FILERS

.01 Federal Income Tax Return Filed
on Paper or Electronically. Under the
simplified procedure set forth in this sec-
tion 5, a simplified return may be filed, on
paper or electronically, for taxable year
2021 on a Form 1040, Form 1040-SR, or
Form 1040-NR. A Federal income tax re-
turn for taxable year 2021 filed under the
simplified procedure in this section 5 will
result in the following:

(1) The CTC/RRC filer may claim the
child tax credit for taxable year 2021.

(2) The CTC/RRC filer may claim the
2021 recovery rebate credit for taxable
year 2021. A nonresident alien is not eligi-
ble under § 6428B(c)(1) to claim the 2021
recovery rebate credit.

.02 Definition of CTC/RRC Filer. For
purposes of this section 5, a “CTC/RRC
filer” is an individual—

(1) Who is not required to file a Federal
income tax return for taxable year 2021;

(2) Who has gross income for taxable
year 2021 that is less than their applicable
standard deduction amount;

(3) Who has not already filed a paper
or electronic Federal income tax return for
taxable year 2021;
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(4) Who has an SSN or IRS individual
taxpayer identification number (ITIN);

(5) Who--

(a) has a principal place of abode in the
United States (determined as provided in
§ 32) for more than one-half of taxable
year 2021, or

(b) files a joint return with an individu-
al who satisfies the requirement described
in section 5.02(5)(a) of this revenue pro-
cedure; and

(6) Who is not a resident of a U.S. ter-
ritory.

.03 Simplified Filing Method.

(1) Overview. In the case of a CTC/
RRC filer, the IRS will process the filer’s
Form 1040, Form 1040-SR, or Form 1040-
NR for taxable year 2021 to calculate the
Federal income tax benefits described in
section 5.01 of this revenue procedure
if the form is prepared in the manner re-
quired by this section 5.03. The Form
1040, Form 1040-SR, or Form 1040-NR
must include the information described in
this section 5.03.

(2) Write Rev. Proc. 2022-12 on form.
A CTC/RRC filer who files the Form
1040, Form 1040-SR, or Form 1040-NR
on paper must indicate “Rev. Proc. 2022-
12” above the printed material at the top
of page 1.

(3) Required general information.

(a) Filing status. A CTC/RRC filer
must select their filing status for taxable
year 2021 at the top of Form 1040, Form
1040-SR, or Form 1040-NR.

(b) Personal information. A CTC/RRC
filer must enter their name, mailing ad-
dress, and SSN or ITIN, and the name and
SSN or ITIN of their spouse if filing a joint
return, on the appropriate lines of Form
1040, Form 1040-SR, or Form 1040-NR.

(4) Individuals who could be claimed
as dependents by other individuals. A
CTC/RRC filer must check the applicable
boxes in the top line of the “Standard De-
duction” section of the Form 1040, Form
1040-SR, or Form 1040-NR for each indi-
vidual who can be claimed as a dependent
by any other individual for taxable year
2021.

(5) General information regarding de-
pendents.

(a) In general. A CTC/RRC filer should
complete the appropriate lines in the “De-
pendents” section of Form 1040, Form
1040-SR, or Form 1040-NR regarding
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each dependent for taxable year 2021 who
has an SSN or an ATIN. For each individ-
ual claimed as a dependent, a CTC/RRC
filer must provide the name, SSN or ATIN,
and relationship to the individual.

(b) CTC qualifying children. A CTC/
RRC filer should check the child tax cred-
it box in Column (4) of the “Dependents”
section for each dependent who is a CTC
qualifying child for taxable year 2021 who
has an SSN that is valid for employment.

(6) Limited information to provide in
lines I through 38. A CTC/RRC filer must
leave blank lines 1 through 38 of Form
1040, Form 1040-SR, or Form 1040-NR
even if the values for these lines are in fact
not zero, except as provided in this section
5.03(6):

(a) Line 12 (standard deduction or
itemized deductions). A CTC/RRC filer
must enter the applicable standard deduc-
tion amount for their filing status on line
12a (standard deduction or itemized de-
ductions) and line 12¢ (sum of lines 12a
and 12b). The filer must leave line 12b
blank.

(b) Line 14 (sum of lines 12c and 13).
A CTC/RRC filer must enter the amount
entered on line 12c.

(c) Line 15 (taxable income). A CTC/
RRC filer must enter $0 on line 15.

(d) Line 28 (2021 child tax credit entry).
A CTC/RRC filer may enter the amount of
the filer’s child tax credit for taxable year
2021 on line 28. The credit amount may
be computed using Schedule 8812 (Form
1040), available at https://www.irs.gov/
Schedule8812, and information from the
filer’s Letter 6419 or the filer’s IRS online
account at https://www.irs.gov/account.
must attach the Schedule 8812 to the fil-
er’s Form 1040, Form 1040-SR, or Form
1040-NR. Providing the correct amount of
the filer’s child tax credit for taxable year
2021 will allow for faster processing of
the return and issuance of any tax refund.
The IRS will correct any incorrect amount
claimed on line 28, but the correction will
delay processing of the return and the is-
suance of any tax refund.

(e) Line 30 (2021 recovery rebate cred-
it entry). A CTC/RRC filer may enter the
amount of the filer’s 2021 recovery rebate
credit on line 30. The credit amount may
be computed using the Recovery Rebate
Credit Worksheet for line 30 in the 2021
Instructions for Form 1040 and Form
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1040-SR, available at https://www.irs.
gov/Form1040, and information from the
filer’s Letter 6475 or the filer’s IRS online
account at https://www.irs.gov/account.
Providing the correct amount of the fil-
er’s 2021 recovery rebate credit will al-
low for faster processing of the return and
issuance of any tax refund. The IRS will
correct any incorrect amount (other than
$0) claimed on line 30, but the correction
will delay processing of the return and the
issuance of any tax refund.

(f) Lines 32 through 35a. A CTC/RRC
filer must enter the sum of lines 28 and 30
on lines 32 through 35a.

(g) Line 35a checkbox (split direct de-
posit indicator). A CTC/RRC filer may
not check the box on line 35a.

(h) Lines 35b through 35d (direct de-
posit information). A CTC/RRC filer may
request the direct deposit of their taxable
year 2021 tax refund into an account at
a bank or other financial institution by
entering the information on lines 35b
through 35d. The CTC/RRC filer must not
request their taxable year 2021 tax refund
be deposited into an account that is not in
the name of that filer (for example, a CTC/
RRC filer must not request a direct deposit
of their taxable year 2021 tax refund into
their tax return preparer’s account).

.04 Signature. A CTC/RRC filer must
sign the return under penalties of perjury,
including the filer’s identity protection
personal identification number (that is,
the filer’s IP PIN), if applicable, as part of
the filer’s signature. In addition, the CTC/
RRC filer may enter the identifying infor-
mation of any third-party designee, if ap-
plicable, at the bottom of page 2 of Form
1040, Form 1040-SR, or Form 1040-NR.
A CTC/RRC filer who has been assigned
an IP PIN, but has misplaced it, may re-
trieve the IP PIN at https://www.irs.gov/
identity-theft-fraud-scams/retrieve-your-
ip-pin.

.05 Simplified Return Is a Federal In-
come Tax Return. A simplified return com-
pleted in accordance with the procedure
described in section 5.03 of this revenue
procedure is a taxable year 2021 Federal
income tax return for all purposes, wheth-
er filed on paper or electronically.

.06 Accuracy of Return. Individuals
who report incorrect information regard-
ing qualifying children or other depen-
dents or otherwise provide incorrect infor-
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mation on simplified returns may be liable
for civil or criminal penalties. However,
the IRS will not challenge the omission of
the items of income on a simplified return
that an individual files in accordance with
this section 5 if the individual is eligible to
use the procedure in this section 5 and the
instructions in this section 5 direct that the
items be omitted.

SECTION 6. SPECIAL PROCEDURE
FOR EIC/CTC/RRC FILERS

.01 Federal Income Tax Return Filed
on Paper or Electronically. Under the
simplified procedure set forth in this sec-
tion 6, a simplified return may be filed, on
paper or electronically, on a Form 1040 or
Form 1040-SR. A Federal income tax re-
turn for taxable year 2021 filed under the
simplified procedure in this section 6 will
result in the following:

(1) The EIC/CTC/RRC filer may claim
the earned income credit for taxable year
2021.

(2) The EIC/CTC/RRC filer may claim
the child tax credit for taxable year 2021.

(3) The EIC/CTC/RRC filer may claim
the 2021 recovery rebate credit for taxable
year 2021.

.02 Definition of EIC/CTC/RRC Filer.
For purposes of this section 6, an “EIC/
CTC/RRC filer” is an individual--

(1) Who is not required to file a Federal
income tax return for taxable year 2021;

(2) Who has gross income for taxable
year 2021 that is less than their applicable
standard deduction amount;

(3) Who has earned income (as defined
in § 32(c)(2)) for taxable year 2021, and
has--

(a) no income other than such earned
income required to be reported on line 1
of the Form 1040 or Form 1040-SR (Form
W-2 earned income), or

(b) income in addition to Form W-2
earned income, but has gross income for
taxable year 2021 that is less than their ap-
plicable earned income credit “threshold
phaseout amount” (as provided in section
2.04(2)(b)(iii) of this revenue procedure);

(4) Who does not have an aggregate
amount of disqualified income (as defined
in § 32(1)(2)) in excess of $10,000;

(5) Who has not already filed a paper
or electronic Federal income tax return for
taxable year 2021;

February 14, 2022



(6) Who has an SSN that is valid for
the earned income credit, as described in
section 2.04(3) of this revenue procedure;

(7) Who is a United States citizen or
resident alien (or is treated as a United
States resident alien in accordance with an
election under § 6013(g) or (h));

(8) Who--

(a) has a principal place of abode in the
United States (determined as provided in
§ 32) for more than one-half of taxable
year 2021, or

(b) files a joint return with an individu-
al who satisfies the requirement described
in section 6.02(8)(a) of this revenue pro-
cedure; and

(9) Who is not a resident of a U.S. ter-
ritory.

.03 Simplified Filing Method.

(1) Overview. In the case of an EIC/
CTC/RRC filer, the IRS will process the
filer’s Form 1040 or Form 1040-SR for
taxable year 2021 to calculate the Federal
income tax benefits described in section
6.01 of this revenue procedure if the form
is prepared in the manner required by this
section 6.03. The Form 1040 or Form
1040-SR must include the information de-
scribed in this section 6.03.

(2) Write Rev. Proc. 2022-12 on form.
An EIC/CTC/RRC filer who files the
Form 1040 or Form 1040-SR on paper
must indicate “Rev. Proc. 2022-12” above
the printed material at the top of page 1.

(3) Required general information.

(a) Filing status. An EIC/CTC/RRC fil-
er must select their filing status for taxable
year 2021 at the top of Form 1040 or Form
1040-SR.

(b) Personal information. An EIC/
CTC/RRC filer must enter their name,
mailing address, and SSN, and the name
and SSN of their spouse if filing a joint
return, on the appropriate lines of Form
1040 or Form 1040-SR.

(4) Individuals who could be claimed
as dependents by other individuals. An
EIC/CTC/RRC filer must check the appli-
cable boxes in the top line of the “Stan-
dard Deduction” section of the Form 1040
or Form 1040-SR for each individual who
can be claimed as a dependent by any oth-
er individual for taxable year 2021.

(5) General information regarding de-
pendents.

(a) In general. An EIC/CTC/RRC filer
should complete the appropriate lines in
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the “Dependents” section of Form 1040
or Form 1040-SR regarding each depen-
dent for taxable year 2021 who has an
SSN, ITIN, or an ATIN. For each individ-
ual claimed as a dependent, an EIC/CTC/
RRC filer must provide the name, SSN,
ITIN, or ATIN, and relationship to the in-
dividual.

(b) CTC qualifying children. An EIC/
CTC/RRC filer should check the child tax
credit box in Column (4) for each depen-
dent who is a CTC qualifying child for
taxable year 2021 who has an SSN that is
valid for employment.

(6) Limited information to provide in
lines 1 through 38. An EIC/CTC/RRC
filer must complete lines 1 through 38 of
Form 1040 or Form 1040-SR in accor-
dance with this section 6.03(6). In each
instance in which this section 6.03(6) re-
quires the EIC/CTC/RRC filer to leave a
line blank on Form 1040 or Form 1040-
SR, such line must be left blank even if
the value for such line is in fact not zero.

(a) Line 1 (wages, salaries, tips, etc.).
An EIC/CTC/RRC filer must enter the
total of the filer’s total Form W-2 earned
income for taxable year 2021.

(b) Lines 2 through 8. An EIC/CTC/
RRC filer must leave lines 2a through 8
blank.

(c) Line 9 (total income). An EIC/CTC/
RRC filer must enter the amount provided
on line 1.

(d) Line 10. An EIC/CTC/RRC filer
must leave line 10 blank.

(e) Line 11 (adjusted gross income).
An EIC/CTC/RRC filer must enter the
amount provided on line 1.

(f) Line 12 (standard deduction or
itemized deductions). An EIC/CTC/RRC
filer must enter the applicable standard
deduction amount for their filing status on
line 12a (standard deduction or itemized
deductions) and line 12¢ (sum of lines 12a
and 12b). The filer must leave line 12b
blank.

(g) Line 13. An EIC/CTC/RRC filer
must leave line 13 blank.

(h) Line 14 (sum of lines 12c and 13).
An EIC/CTC/RRC filer must enter the
amount entered on line 12c.

(1) Line 15 (taxable income). An EIC/
CTC/RRC filer must enter $0.

(j) Lines 16 through 24. An EIC/CTC/
RRC filer must leave lines 16 through 24
blank.
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(k) Line 25 (federal tax withheld). An
EIC/CTC/RRC filer may—but is not re-
quired to— enter the total of the amounts
shown as Federal income tax withheld on
each Form W-2 of the EIC/CTC/RRC fil-
er on lines 25a and 25d. If the EIC/CTC/
RRC filer does not enter the total amounts
withheld, the filer must leave lines 25a
and 25d blank. The EIC/CTC/RRC filer
must leave lines 25b and 25c¢ blank.

(1) Line 26. An EIC/CTC/RRC filer
must leave line 26 blank.

(m) Line 27 (2021 earned income cred-
it entries).

(1) Line 27a (2021 earned income cred-
it entry). An EIC/CTC/RRC filer may en-
ter the amount of the filer’s earned income
credit for taxable year 2021 on line 27a.
A filer claiming the earned income credit
who has one or more EIC qualifying chil-
dren must complete and attach Schedule
EIC, available at https://www.irs.gov/
ScheduleEIC. A filer who was born after
January 1, 1998, and before January 2,
2004, must check the box on line 27a if
the filer satisfies all the additional require-
ments for taxpayers who are at least age
18 to claim the earned income credit. The
credit amount should be computed using
the earned income credit instructions for
line 27a in the 2021 Instructions for Form
1040 and 1040-SR, available at https://
www.irs.gov/Form1040.

(i1) Line 27b (nontaxable combat pay
election). An EIC/CTC/RRC filer must
enter all of the filer’s nontaxable combat
pay if the filer elects to include that pay in
the filer’s earned income for purposes of
the earned income credit.

(iii) Line 27¢ (prior year (2019) earned
income). An EIC/CTC/RRC filer must
leave line 27c blank because an EIT/
CTC/RRC filer may not elect to use 2019
earned income to figure the 2021 earned
income credit.

(n) Line 28 (2021 child tax credit en-
try). An EIC/CTC/RRC filer may enter
the amount of the filer’s child tax cred-
it for taxable year 2021 on line 28. The
credit amount may be computed using
Schedule 8812 (Form 1040), available
at  https://www.irs.gov/Schedule8812,
and information from the filer’s Letter
6419 or the filer’s IRS online account at
https://www.irs.gov/account. The EIC/
CTC/RRC filer claiming the child tax
credit must attach the Schedule 8812 to
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the filer’s Form 1040 or Form 1040-SR.
Providing the correct amount of the fil-
er’s child tax credit for taxable year 2021
will allow for faster processing of the re-
turn and issuance of any tax refund. The
IRS will correct any incorrect amount
claimed on line 28, but the correction
will delay processing of the return and
the issuance of any tax refund.

(o) Line 29. An EIC/CTC/RRC filer
must leave line 29 blank.

(p) Line 30 (2021 recovery rebate cred-
it entry). An EIC/CTC/RRC filer may en-
ter the amount of the filer’s 2021 recovery
rebate credit on line 30. The credit amount
may be computed using the Recovery
Rebate Credit Worksheet for line 30 in
the 2021 Instructions for Form 1040 and
1040-SR, available at https://www.irs.
gov/Form1040, and information from the
filer’s Letter 6475 or the filer’s IRS online
account at https://www.irs.gov/account.
Providing the correct amount of the filer’s
2021 recovery rebate credit will allow for
faster processing of the return and issu-
ance of any tax refund. The IRS will cor-
rect any incorrect amount (other than $0)
claimed on line 30, but the correction will
delay processing of the return.

(q) Line 31. An EIC/CTC/RRC filer
must leave line 31 blank.

(r) Line 32 (total other payments and
refundable credits). An EIC/CTC/RRC
filer must enter the sum of lines 27a, 28,
and 30 on line 32.

(s) Lines 33 through 35a. An EIC/CTC/
RRC filer must enter the sum of lines 25d
and 32 on lines 33 through 35a.

(t) Line 35a checkbox (split direct de-
posit indicator). An EIC/CTC/RRC filer
may not check the box on line 35.

(u) Lines 35b through 35d (direct de-
posit information). An EIC/CTC/RRC fil-
er may request the direct deposit of their
taxable year 2021 tax refund into an ac-
count at a bank or other financial institu-
tion by entering the information on lines
35b through 35d. The EIC/CTC/RRC filer
must not request their taxable year 2021
tax refund be deposited into an account
that is not in the name of that filer (for
example, an EIC/CTC/RRC filer must not
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request a direct deposit of their taxable
year 2021 tax refund into their tax return
preparer’s account).

(v) Lines 36 through 38. An EIC/CTC/
RRC filer must leave lines 36 through 38
blank.

.04 Signature. An EIC/CTC/RRC fil-
er must sign the return under penalties
of perjury, including the filer’s identity
protection personal identification number
(that is, the filer’s IP PIN), if applicable,
as part of the filer’s signature. In addition,
the EIC/CTC/RRC filer may enter the
identifying information of any third-party
designee, if applicable, at the bottom of
page 2 of Form 1040 or Form 1040-SR.
An EIC/CTC/RRC filer who has been
assigned an IP PIN, but has misplaced it,
may retrieve the IP PIN at https://www.irs.
gov/identity-theft-fraud-scams/retrieve-
your-ip-pin.

.05 Simplified Return Is a Federal In-
come Tax Return. A simplified return com-
pleted in accordance with the procedure
described in section 6.03 of this revenue
procedure is a taxable year 2021 Federal
income tax return for all purposes, wheth-
er filed on paper or electronically.

.06 Assembly of Simplified Return.
An EIC/CTC/RRC filer must attach all
Forms W-2 to the filer’s Form 1040 or
Form 1040-SR (for a paper return) or
input all the information listed on each
Form W-2 in the appropriate manner (for
an electronically filed return). If the EIC/
CTC/RRC filer received a Form W-2¢ (a
corrected Form W-2), the filer must attach
all original Forms W-2 and any Forms
W-2c¢.

.07 Accuracy of Return. Individuals
who report incorrect information regard-
ing qualifying children or other depen-
dents or otherwise provide incorrect infor-
mation on simplified returns may be liable
for civil or criminal penalties. However,
the IRS will not challenge the omission
of the items of income on a simplified re-
turn that an individual files in accordance
with this section 6 if the individual is eli-
gible to use the procedure in this section 6
and the instructions in this section 6 direct
that the items be omitted.
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SECTION 7. APPLICABILITY
DATES

.01 Special Procedure for Zero AGI
Filers. Section 4 of this revenue procedure
applies to Federal income tax returns filed
on or after [INSERT DATE RELEASED
BY MEDIA RELATIONS].

.02 Special Procedures for CTC/RRC
Filers and EIC/CTC/RRC Filers. Sections
5 and 6 of this revenue procedure apply
to Federal income tax returns filed after
April 18, 2022.

SECTION 8. ADDITIONAL
INFORMATION

.01 2021 Recovery Rebate Credit;
Third-Round Economic Impact Payments.
Individuals can obtain additional infor-
mation regarding third-round economic
impact payments and the 2021 recovery
rebate credit through the IRS recovery
rebate credit webpage at https://www.irs.
gov/rrc.

.02 Child Tax Credit; Advance Child
Tax Credit Payments. Individuals can
obtain additional information regarding
advance child tax credit payments and
the child tax credit for taxable year 2021
through the IRS child tax credit and ad-
vance child tax credit payment webpage at
https://www.irs.gov/childtaxcredit2021.

.03 Earned Income Credit. Individu-
als can obtain additional information re-
garding the earned income credit through
the IRS earned income credit webpage at
https://www.irs.gov/eitc.

.04 Completing a Federal Income Tax
Return. Individuals can obtain additional
information regarding how to complete
their individual tax returns at https://www.
irs.gov/Form1040.

SECTION 9. DRAFTING
INFORMATION

The principal author of this revenue
procedure is the Office of the Associate
Chief Counsel (Procedure and Adminis-
tration).
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26 CFR 601.204: Changes in accounting periods and in methods of accounting.

(Also Part 1, §§ 56, 61, 77, 118, 162, 163, 166, 167, 168, 171, 174, 179D, 194, 195, 197, 248, 263, 2634, 267, 280F, 404, 446, 447, 448, 451, 454, 455, 460, 461, 467,
471, 472, 475, 481, 585, 709, 807, 816, 832, 833, 846, 8604-860G, 861, 904, 953, 985, 1272, 1273, 1278, 1281, 1363, 14001, 1400L, 1400N; 1.61-1, 1.61-4, 1.61-
8, 1.77-1, 1.77-2, 1.118-2, 1.162-1, 1.162-3, 1.162-4, 1.162-11, 1.162-12, 1.166-1, 1.166-2, 1.166-4, 1.167(a)-2, 1.167(a)-3(b), 1.167(a)-4, 1.167(a)-7, 1.167(a)-8,
1.167(a)-11, 1.167(a)-14, 1.167(e)-1, 1.168(d)-1, 1.168(i)-1, 1.168(i)-4, 1.168(i)-6, 1.168(i)-7, 1.168(i)-8, 1.168(k)-1, 1.168(k)-2, 1.171-4, 1.174-1, 1.174-3, 1.174-4,
1.179-5, 1.194-1, 1.195-1, 1.197-2, 1.248-1, 1.263(a)-1, 1.263(a)-2, 1.263(a)-3, 1.263(a)-4, 1.263(a)-5, 1.263A4-1, 1.2634-2, 1.2634-3, 1.2634-4, 1.2634-7, 1.267(a)-
1, 1.280F-6, 1.404(b)-1T, 1.446-1, 1.446-1T, 1.446-2, 1.446-5, 1.446-6, 1.446-7, 1.448-1, 1.448-2, 1.451-1, 1.451-3, 1.451-8, 1.454-1, 1.455-6, 1.460-3, 1.460-4,
1.461-1, 1.461-4, 1.461-5, 1.467-1, 1.471-1, 1.471-2, 1.471-3, 1.471-4, 1.471-5, 1.471-8, 1.472-1, 1.472-2, 1.472-6, 1.472-8, 1.481-1, 1.481-4, 1.709-1, 1.709-2,
1.832-4, 1.832-5, 1.8604-6, 1.861-18, 1.985-5, 1.985-8, 1.1016-3, 1.1245-3, 1.1272-1, 1.1273-1, 1.1273-2, 1.1275-2, 1.1363-2, 1.1374-4, 1.1400L(b)-1, 1.1502-68.)
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This revenue procedure provides the List of Automatic Changes to which the automatic change
procedures in Rev. Proc. 2015-13, 2015-5 I.R.B. 419, as clarified and modified by Rev. Proc.
2015-33, 2015-24 1.R.B. 1067, and as modified by Rev. Proc. 2021-34, 2021-35 I.R.B. 337, by
Rev. Proc. 2021-26, 2021-22 [.R.B. 1163, by Rev. Proc. 2017-59, 2017-48 1.R.B. 543, and by
section 17.02(b) and (c) of Rev. Proc. 2016-1, 2016-1 I.R.B. 1, apply. The definitions in section 3
of Rev. Proc. 2015-13 apply to this revenue procedure.

LIST OF AUTOMATIC CHANGES

SECTION 1. GROSS INCOME (§ 61)

.01 Up-front Payments for Network Upgrades received by Utilities.

(1) Description of change. This change applies to a Utility that wants to change its method of
accounting for Up-front Payments to the safe harbor method described in Rev. Proc. 2005-35,
2005-2 C.B. 76. In general, this change applies to a Utility that receives an Up-front Payment
from a Generator to finance Network Upgrades to the Utility’s Transmission System. For federal
income tax purposes, if an Up-front Payment is made pursuant to an Interconnection Agreement
that satisfies all of the conditions of section 5.02 of Rev. Proc. 2005-35, a Utility may treat
that Up-front Payment as not being taxable income under § 61 when received (the safe harbor
method). In addition, a Utility that uses the safe harbor method is not entitled to any deduction
for its reimbursements of the Up-front Payment. To the extent that Federal Energy Regulatory
Commission (FERC) interest is deductible, it must be properly allocated to the periods in which it
accrues. A Utility using the safe harbor method must comply with all other applicable provisions
of Rev. Proc. 2005-35. See Rev. Proc. 2005-35 for the definitions of certain terms for purposes of
this change.

(2) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 1.01 is “91.”

(3) Contact information. For further information regarding a change under this section, contact
William E. Blanchard at (202) 317-3900 (not a toll-free number).

SECTION 2. COMMODITY CREDIT LOANS (§ 77)
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.01 Treating amounts received as loans.

(1) Description of change. This change applies to a taxpayer that wants to change its method
of accounting for loans received from the Commodity Credit Corporation from including the loan
amount in gross income for the taxable year in which each loan is received to treating each loan
amount as a loan.

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(f) of Rev. Proc.
2015-13,2015-5 I.R.B. 419, does not apply to this change.
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(3) Manner of making change. This change is made on a cut-off basis and applies only to loans
received from the Commodity Credit Corporation on or after the beginning of the year of change.
Accordingly, a § 481(a) adjustment is neither permitted nor required.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 2.01 is “1.”

(5) Contact information. For further information regarding a change under this section, contact
William Ruane at (202) 317-4718 (not a toll-free number).

SECTION 3. TRADE OR BUSINESS EXPENSES (§ 162)

February 14, 2022

.01 Advances made by a lawyer on behalf of clients.

(1) Description of change. This change applies to a lawyer who advances money to pay for
costs of litigation or for other expenses on behalf of clients, and who wants to change the method
of accounting for such advances from treating them as deductible business expenses to treating
them as loans to clients. This change applies to cases handled either on a non-contingent or a
contingent fee basis. See Pelton & Gunther, P.C. v. Commissioner, T.C. Memo. 1999-339 (non-
contingent fee); Canelo v. Commissioner, 53 T.C. 217 (1969), aff ’d per curiam, 447 F.2d 484 (9"
Cir. 1971) (contingent fee).

(2) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.01 is “2.”

(3) Contact information. For further information regarding a change under this section, contact
Alicia Lee-Won at (202) 317-7003 (not a toll-free number).

.02 ISO 9000 costs.

(1) Description of change. This change applies to a taxpayer that wants to change its method
of accounting for costs incurred to obtain, maintain, and renew ISO 9000 certification to conform
with Rev. Rul. 2000-4, 2000-1 C.B. 331, as modified by this revenue procedure.

(2) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.02 is “3.”

(3) Contact information. For further information regarding a change under this section, contact
Justin Grill at (202) 317-7003 (not a toll-free number).

.03 Restaurant or tavern smallwares packages.

(1) Description of change. This change applies to a taxpayer engaged in the trade or business
of operating a restaurant or tavern (within the meaning of section 4.01 of Rev. Proc. 2002-12,
2002-1 C.B. 374) that wants to change its method of accounting for the costs of smallwares to
the smallwares method described in Rev. Proc. 2002-12, as modified by this revenue procedure.
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(2) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.03 is “4.”

(3) Contact information. For further information regarding a change under this section, contact
Renay France at (202) 317-7003 (not a toll-free number).

.04 Timber grower fertilization costs.

(1) Description of change. This change applies to a timber grower that wants to change its
method of accounting to treat post-establishment fertilization costs of an established timber stand
as ordinary and necessary business expenses deductible under § 162. See Rev. Rul. 2004-62,
2004-1 C.B. 1072, as modified by this revenue procedure.

(2) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.04 is “86.”

(3) Contact information. For further information regarding a change under this section, contact
Alexa Dubert at (202) 317-7003 (not a toll-free number).

.05 Materials and supplies. See section 11.08 of this revenue procedure.
.06 Repair and maintenance costs. See section 11.08 of this revenue procedure.

.07 Wireline network asset maintenance allowance and units of property methods of accounting
under Rev. Proc. 2011-27.

(1) Description of change. This change applies to a wireline telecommunications carrier that
is within the scope of Rev. Proc. 2011-27, 2011-18 I.R.B. 740, and wants to change its treatment
of wireline network asset expenditures to use either (a) the wireline network asset maintenance
allowance method of accounting, or (b) all or some of the units of property described in Rev. Proc.
2011-27.

(2) Section 481(a) adjustment. In general, a change to the wireline network asset maintenance
allowance method of accounting or to use all or some of the units of property specified in Rev.
Proc. 2011-27 requires an adjustment under § 481(a). The § 481(a) adjustment shall not include
any amount attributable to property for which the taxpayer elected to apply the repair allowance
under § 1.167(a)-11(d)(2).

(3) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.07 is “158.”

(4) Contact information. For further information regarding a change under this section, contact
Tan Heminsley at (202) 317-5100 (not a toll-free number).

.08 Wireless network asset maintenance allowance and units of property methods of accounting
under Rev. Proc. 2011-28.
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(1) Description of change. This change applies to a wireless telecommunications carrier that
is within the scope of Rev. Proc. 2011-28, 2011-18 I.R.B. 743, and wants to change its treatment
of wireless network asset expenditures to use either (a) the wireless network asset maintenance
allowance method of accounting, or (b) all or some of the units of property described in Rev. Proc.
2011-28.

(2) Section 481(a) adjustment. In general, a change to the wireless network asset maintenance
allowance method of accounting or to use all or some of the units of property specified in Rev.
Proc. 2011-28 requires an adjustment under § 481(a). The § 481(a) adjustment does not include
any amount attributable to property for which the taxpayer elected to apply the repair allowance
under § 1.167(a)-11(d)(2).

(3) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.08 is “159.”

(4) Contact information. For further information regarding a change under this section, contact
Sophia Wang at (202) 317-5100 (not a toll-free number).

.09 Method of accounting under Rev. Proc. 2011-43 for taxpayers in the business of transporting,
delivering, or selling electricity.

(1) Description of change. This change applies to a taxpayer that is within the scope of Rev. Proc.
2011-43, 2011-37 I.R.B. 326, and wants to change its treatment of transmission and distribution
property expenditures to use the method of accounting described in Rev. Proc. 2011-43.

(2) Section 481(a) adjustment. A taxpayer must take the entire net § 481(a) adjustment into
account (whether positive or negative) in computing taxable income for the year of change. The
§ 481(a) adjustment does not include any amount attributable to property for which the taxpayer
elected to apply the repair allowance under § 1.167(a)-11(d)(2) for any taxable year in which the
election was made. For guidance regarding permissible § 481(a) calculation methodologies, see
section 7.02 and Appendix A of Rev. Proc. 2011-43.

(3) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.09 is “160.”

(4) Contact information. For further information regarding a change under this section, contact
Natasha Mulleneaux at (202) 317-5100 (not a toll-free number).

.10 Method of accounting under Rev. Proc. 2013-24 for taxpayers in the business of generating
steam or electric power.

(1) Description of change. This change applies to a taxpayer that is within the scope of Rev.
Proc. 2013-24, 2013-22 I.R.B. 1142, and wants to change its treatment of generation property
expenditures to use all or some of the unit of property definitions and the corresponding major
component definitions described in Rev. Proc. 2013-24.

(2) Section 481(a) adjustment.
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(a) A taxpayer must take the entire net § 481(a) adjustment into account (whether positive or
negative) in computing taxable income for the year of change. For guidance regarding the use of
extrapolation in computing a § 481(a) adjustment, see sections 6.02 and Appendix B of Rev. Proc.
2013-24.

(b) A taxpayer changing to this method of accounting must not include in the § 481(a) adjustment
any amount attributable to property for which the taxpayer elected to apply the repair allowance
under § 1.167(a)-11(d)(2) for any taxable year in which the repair allowance election was made.

(3) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 3.10 is “182.”

(4) Contact information. For further information regarding a change under this section, contact
Morgan Lawrence at (202) 317-7011 (not a toll-free number).

11 Cable network asset capitalization methods of accounting under Rev. Proc. 2015-12.

(1) Description of change. This change applies to a cable system operator that is within the
scope of Rev. Proc. 2015-12, 2015-2 I.LR.B. 266, and wants to make one or more of the following
changes in method of accounting:

(a) Change its treatment of cable network asset expenditures to the cable network asset
maintenance allowance method of accounting provided in section 5 of Rev. Proc. 2015-12;

(b) Change to use any of the unit of property definitions provided in section 6 of Rev. Proc.
2015-12;

(c) Change to use the specific identification method for installations and customer drop costs
described in section 7.01(1) of Rev. Proc. 2015-12;

(d) Change to use the safe harbor allocation method for installations and customer drop costs
described in section 7.01(2) of Rev. Proc. 2015-12; or

(e) Change to deduct the labor costs associated with installing customer premises equipment
under section 7.02 of Rev. Proc. 2015-12.

(2) Concurrent automatic change. A taxpayer that wants to make one or more changes in method
of accounting pursuant to this section 3.11 and a change to a UNICAP method under section 12 of
this revenue procedure for the same year of change should file a single Form 3115 that includes
all of these changes and must enter the designated automatic accounting method change numbers
for all of these changes on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev.
Proc. 2015-13 for information on making concurrent changes.

(3) Section 481(a) adjustment.

(a) In general, a change to one or more of the changes in method of accounting described in
section 3.11(1) of this revenue procedure requires an adjustment under § 481(a). The § 481(a)
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adjustment shall not include any amount attributable to property for which the taxpayer elected to
apply the repair allowance under § 1.167(a)-11(d)(2).

(b) Itemized listing on Form 3115. The taxpayer must include on Form 3115 (Rev. December
2018), Part IV, line 26, the total § 481(a) adjustment for all changes in methods of accounting
being made. If the taxpayer is making more than one change in method of accounting under Rev.
Proc. 2015-12, the taxpayer must include on an attachment to Form 3115:

(i) the information required by Part IV, line 26 for each change in method of accounting
(including the amount of the § 481(a) adjustment for each change in method of accounting, which
includes the portion of the § 481(a) adjustment attributable to UNICAP);

(i1) the information required by Part II, line 14 of Form 3115 that is associated with each change;
and

(iii) the citation to the paragraph of Rev. Proc. 2015-12 that provides for each proposed method
of accounting.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to a method of accounting provided in section 5
or 6 of Rev. Proc. 2015-12 is “208.” The designated automatic accounting method change number
for a change to a method of accounting provided in section 7 of Rev. Proc. 2015-12 is “209.”

(5) Contact information. For further information regarding a change under this section, contact
Merrill Feldstein at (202) 317-5100 (not a toll-free number).

SECTION 4. BAD DEBTS (§ 166)
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.01 Change from reserve method to specific charge-off method.

(1) Description of change. This change applies to a taxpayer (other than a bank as defined in
§ 585(a)(2)) that wants to change its method of accounting for bad debts from a reserve method (or
other improper method) to a specific charge-off method that complies with § 166. For procedures
applicable to banks, see § 585(c) and the regulations thereunder and section 25 of this revenue
procedure.

(2) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 4.01 is “5.”

(3) Contact information. For further information regarding a change under this section, contact
Renay France at (202) 317-7003 (not a toll-free number).

.02 Conformity election by bank after previous election automatically revoked.

(1) Description of change. This change applies to a bank that wants to change its method of
accounting for bad debts by making the conformity election under § 1.166-2(d)(3)(iii)(C)(3).

512 Bulletin No. 2022-7



(2) Applicability. This change only applies to a bank (as defined in § 1.166-2(d)(4)(i)) that:

(a) is subject to supervision by Federal authorities, or by state authorities maintaining
substantially equivalent standards;

(b) has previously adopted or elected to change to the method of accounting for bad debts
described in § 1.166-2(d)(3);

(c) has had that previous election automatically revoked under § 1.166-2(d)(3)(iv)(C);

(d) meets the express determination requirement of § 1.166-2(d)(3)(iii)(D) for the year of
change; and

(e) now seeks the consent of the Commissioner to make an election under § 1.166-2(d)(3)(iii)

©3).

(3) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(f) of Rev. Proc.
2015-13,2015-5 I.LR.B. 419, does not apply to this change.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 4.02 is “211.”

(5) Contact information. For further information regarding a change under this section, contact
K. Scott Brown at (202) 317-6945 (not a toll-free number).

SECTION 5. INTEREST EXPENSE (§163) AND AMORTIZABLE BOND PREMIUM (§ 171)
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.01 Revocation of § 171(c) election.

(1) Description of change. This change applies to a taxpayer that wants to change its method
of accounting for amortizable bond premium by revoking its § 171(c) election. Under § 171(c), a
taxpayer that holds certain taxable bonds may elect to amortize any bond premium on the bonds in
accordance with regulations prescribed by the Secretary. Sections 1.171-1 through 1.171-5 provide
rules relating to the amortization of bond premium by a taxpayer. Section 1.171-4 provides the
procedures to make a § 171(c) election to amortize bond premium.

(2) Revocation of election. The revocation of a § 171(c) election applies to all taxable bonds
that are held by the taxpayer on the first day of the first taxable year for which the revocation is
effective (year of change), and to all taxable bonds that are subsequently acquired by the taxpayer.

(3) Manner of making change. This change is made using a cut-off basis and applies only
to taxable bonds held on or after the beginning of the year of change. Accordingly, a § 481(a)
adjustment is neither permitted nor required.
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Under the cut-off basis, for taxable bonds held at the beginning of the year of change, the
taxpayer may not amortize any remaining bond premium on the bonds. Because the cut-off basis
is prescribed for this change, the basis of any bond, adjusted for amounts previously amortized
during the period of the election, is not affected by the revocation.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 5.01 is “16.”

(5) Additional requirements. On a statement attached to the Form 3115, the taxpayer must
provide:

(a) the reason(s) for revoking the election; and

(b) a description of the method by which, and the date on which, the taxpayer made the § 171(c)
election that is proposed to be revoked.

(6) Audit protection. Any audit protection applicable to this change under section 8 of Rev. Proc.
2015-13, 2015-5 I.R.B. 419, does not preclude the Commissioner from examining the method
used by the taxpayer to determine the amount of amortizable bond premium under § 171(b) for a
taxable year prior to the year of change.

(7) Contact information. For further information regarding a change under this section, contact
William E. Blanchard at (202) 317-3900 (not a toll-free number).

.02 Change to comply with § 163(e)(3).

(1) Description of change. This change applies to a taxpayer that wants to change its method
or methods of accounting to comply with the requirements of § 163(e)(3), which defers certain
deductions attributable to original issue discount debt instruments held by related foreign persons.
Any portion of the original issue discount will not be allowable as a deduction to the U.S. person
issuer until paid.

(2) Accelerated § 481 (a) adjustment period in certain situations. In addition to the circumstances
set forth in section 7.03(4) of Rev. Proc. 2015-13, 2015-5 I.R.B. 419, the § 481 adjustment
period provided in section 7.03 of Rev. Proc. 2015-13 will be accelerated for a U.S. person with
a remaining balance of a § 481(a) adjustment that arose by reason of a change in method of
accounting described in this section 5.02 if a debt instrument subject to the change is paid off,
retired, or significantly modified within the meaning of § 1.1001-3 prior to the end of the § 481(a)
adjustment period. The portion of the remaining § 481(a) adjustment attributable to the debt
instrument must be taken into account in the taxable year the debt instrument is paid off, retired,
or significantly modified within the meaning of § 1.1001-3.

(3) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 5.02 is “212.”

(4) Contact information. For further information regarding a change under this section, contact
Anisa Afshar at (202) 317-6934 (not a toll-free number).
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Bulletin No. 2022-7

.01 Impermissible to permissible method of accounting for depreciation or amortization.
(1) Description of change.

(a) Applicability. This change applies to a taxpayer that wants to change from an impermissible
to a permissible method of accounting for depreciation or amortization (depreciation) for any
item of depreciable or amortizable property under the taxpayer’s present or proposed method of
accounting:

(1) for which the taxpayer used the impermissible method of accounting in at least two taxable
years immediately preceding the year of change (but see section 6.01(1)(b) of this revenue
procedure for property placed in service in the taxable year immediately preceding the year of
change);

(i1) for which the taxpayer is making a change in method of accounting under § 1.446-1(e)(2)
(i)(d);

(iii) for which depreciation is determined under § 56(a)(1), § 56(g)(4)(A) (as in effect on the day
before the date of enactment of Public Law 115-97, 131 Stat. 2054 (Dec. 22, 2017), commonly
referred to as the Tax Cuts and Jobs Act (TCJA)), § 167, §168, §197, §14001, or §1400L(c), under
§ 168 prior to its amendment in 1986 (former § 168), or under any additional first year depreciation
deduction provision of the Code (for example, § 168(k), § 168(1), § 1400L(b), or § 1400N(d)); and

(iv) that is owned by the taxpayer at the beginning of the year of change (but see section 6.07 of
this revenue procedure for property disposed of before the year of change).

(b) Taxpayer has not adopted a method of accounting for the item of property. If a taxpayer does
not satisfy section 6.01(1)(a)(i) of this revenue procedure for an item of depreciable or amortizable
property because this item of property is placed in service by the taxpayer in the taxable year
immediately preceding the year of change (“l-year depreciable property”), the taxpayer may
change from the impermissible method of determining depreciation to the permissible method
of determining depreciation for the 1-year depreciable property by filing a Form 3115 for this
change, provided the § 481(a) adjustment reported on the Form 3115 includes the amount of any
adjustment that is attributable to all property (including the 1-year depreciable property) subject
to the Form 3115. Alternatively, the taxpayer may change from the impermissible method of
determining depreciation to the permissible method of determining depreciation for a 1-year
depreciable property by filing an amended federal income tax return, or an administrative
adjustment request under § 6227 (AAR), as applicable, for the property’s placed-in-service year
prior to the date the taxpayer files its federal income tax return for the taxable year succeeding the
placed-in-service year.

(c) Inapplicability. This change does not apply to:
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(1) any property to which § 1016(a)(3) (regarding property held by a tax-exempt organization)
applies;

(i1) a taxpayer that is required under § 263 A and the regulations thereunder to capitalize the costs
with respect to which the taxpayer wants to change its method of accounting under this section
6.01 if the taxpayer is not capitalizing these costs, unless the taxpayer concurrently changes its
method to capitalize these costs in conjunction with a change to a UNICAP method under section
12.01, 12.02, 12.08, or 12.12 of this revenue procedure (as applicable);

(iii) any property for which a taxpayer is making a change in depreciation under § 1.446-1(e)
()(i)(@)(2)(vi) or (vii);

(iv) any property subject to § 167(g) regarding property depreciated under the income forecast
method;

(v) any § 1250 property that a taxpayer is reclassifying to an asset class of Rev. Proc. 87-56,
1987-2 C.B. 674 (as clarified and modified by Rev. Proc. 88-22, 1988-1 C.B. 785), or Rev. Proc.
83-35, 1983-1 C.B. 745, as appropriate, that does not explicitly include § 1250 property (for
example, asset class 57.0, Distributive Trades and Services);

(vi) any property for which a taxpayer is revoking a timely valid election, or making a late
election, under § 167, § 168, § 179, §1400I, § 1400L(c), former § 168, § 13261(g)(2) or (3) of
the Revenue Reconciliation Act of 1993 (1993 Act), 1993-3 C.B. 1, 128 (relating to amortizable
§ 197 intangibles), or any additional first year depreciation deduction provision of the Code (for
example, § 168(k), § 168(1), § 1400L(b), or § 1400N(d)). A taxpayer may request consent to
revoke or make the election by submitting a request for a letter ruling under Rev. Proc. 2022-1,
2022-1 I.R.B. 1 (or successor). However, if a taxpayer is revoking or making an election under
§ 179, see § 179(c) and § 1.179-5. See § 1.446-1(e)(2)(i1)(d)(3)(iii);

(vii) any property for which depreciation is determined under § 56(g)(4)(A) (as in effect on
the day before the date of enactment of the TCJA) or § 167 (other than under § 168, § 14001,
§ 1400L(c), former § 168, or any additional first year depreciation deduction provision of the
Code (for example, § 168(k), § 168(1), § 1400L(b), or § 1400N(d))) and a taxpayer is changing the
useful life of the property. A change in the useful life of property is corrected by adjustments in the
applicable taxable year provided under § 1.446-1(e)(2)(ii)(d)(5)(iv). However, this section 6.01(1)
(c)(vii) does not apply if the taxpayer is changing to or from a useful life, recovery period, or
amortization period that is specifically assigned by the Code (for example, § 167(f)(1), § 168(c)),
the regulations thereunder, or other guidance published in the Internal Revenue Bulletin and,
therefore, this change is a change in method of accounting (unless section 6.01(1)(c)(xv) of this
revenue procedure applies). See § 1.446-1(e)(2)(11)(d)(3)(P);

(viii) any depreciable property for which the use changes in the hands of the same taxpayer.
See § 1.446-1(e)(2)(i1)(d)(3)(if). But see sections 6.04 and 6.05 of this revenue procedure for
changing to the methods of accounting provided in § 1.168(i)-1(c)(2)(ii)(I) or § 1.168(i)-1(h)(2),
and § 1.168(i)-4, respectively;

(ix) any property for which depreciation is determined in accordance with § 1.167(a)-11
(regarding the Class Life Asset Depreciation Range System (ADR));

(x) any change in method of accounting involving a change from deducting the cost or other
basis of any property as an expense to capitalizing and depreciating the cost or other basis, or vice
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versa (but see section 11.08 of this revenue procedure for making such a change in method of
accounting under the final tangible property regulations);

(xi) any change in method of accounting involving a change from one permissible method of
accounting for the property to another permissible method of accounting for the property. For
example:

(A) a change from the straight-line method of depreciation to the income forecast method of
depreciating for videocassettes. See Rev. Rul. 89-62, 1989-1 C.B. 78; or

(B) a change from charging the depreciation reserve with costs of removal and crediting the
depreciation reserve with salvage proceeds to deducting costs of removal as an expense (provided
the costs of removal are not required to be capitalized under any provision of the Code, such as
§ 263(a)) and including salvage proceeds in taxable income (see section 6.02 of this revenue
procedure for making this change for property for which depreciation is determined under § 167);

(xii) any change in method of accounting involving both a change from treating the cost or
other basis of the property as nondepreciable or nonamortizable property to treating the cost or
other basis of the property as depreciable or amortizable property and the adoption of a method
of accounting for depreciation requiring an election under § 167, § 168, §14001, § 1400L(c),
former § 168, § 13261(g)(2) or (3) of the 1993 Act, or any additional first year depreciation
deduction provision of the Code (for example, § 168(k), § 168(1), § 1400L(b), or § 1400N(d)) (for
example, a change in the treatment of the space consumed in landfills placed in service in 2006
from nondepreciable to depreciable property (assuming section 6.01(1)(c)(xiii) of this revenue
procedure does not apply) and the making of an election under §168(f)(1) to depreciate this
property under the unit-of-production method of depreciation under § 167);

(xiii) any change in method of accounting for any item of income or deduction other than
depreciation, even if the change results in a change in computing depreciation under § 1.446-
1(e)2)iNd) (D)), (i), (i), (iv), (v), (vi), (vii), or (viii). For example, a change in method of
accounting involving:

(A) a change in inventory costs (for example, when property is reclassified from inventory
property to depreciable property, or vice versa) (but see section 11.02 of this revenue procedure
for making a change in method of accounting from inventory property to depreciable property
for unrecoverable line pack gas or unrecoverable cushion gas, and section 11.06 of this revenue
procedure for making a change in method of accounting from inventory property to depreciable
property for rotable spare parts); or

(B) a change in the character of a transaction from sale to lease, or vice versa (but see section
6.03 of this revenue procedure for making this change);

(xiv) a change from determining depreciation under § 168 to determining depreciation under
former § 168 for any property subject to the transition rules in § 203(b) or § 204(a) of the Tax
Reform Act of 1986, 1986-3 (Vol. 1) C.B. 1, 60-80;

(xv) any change in the placed-in-service date of a depreciable or amortizable property. This
change is corrected by adjustments in the applicable taxable year provided under § 1.446-1(e)(2)

(A
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(xvi) any property for which the taxpayer has claimed a federal income tax credit (e.g., the
rehabilitation credit under § 47);

(xvii) any qualified improvement property, as defined in § 168(e)(6), placed in service by the
taxpayer after December 31, 2017, to which section 6.19 of this revenue procedure applies;

(xviii) any property to which section 4 or 5 of Rev. Proc. 2020-22, 2020-18 I.R.B. 745, applies.
(See sections 4.02 and 4.03, or 5.02 of Rev. Proc. 2020-22, as applicable, for making any changes
to depreciation for such property.);

(xix) any change in method of accounting to which section 6.21 of this revenue procedure
applies; or

(xx) the change in method of accounting specified in section 6.22 of this revenue procedure.
However, an original Form 3115 for such change in method of accounting may be filed under this
section 6.01 instead of section 6.22 of this revenue procedure if the duplicate copy was properly
filed under this section 6.01 before May 11, 2021.

(2) Certain eligibility rules inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 I.R.B. 419, does not apply to this change. If during any of the five taxable years
ending with the year of change, a taxpayer requested or made a change in method of accounting
from expensing to capitalizing, or vice versa, the cost or other basis of an asset, the eligibility rule
in section 5.01(1)(f) of Rev. Proc. 2015-13 is not applicable to a change under this section 6.01
for that same asset.

(3) Additional requirements. A taxpayer also must comply with the following:

(a) Permissible method of accounting for depreciation. A taxpayer must change to a permissible
method of accounting for depreciation for the item of depreciable or amortizable property. The
permissible method of accounting is the same method that determines the depreciation allowable
for the item of property (as provided in section 6.01(7) of this revenue procedure).

(b) Statements required. A taxpayer (including a qualified small taxpayer as defined in section
6.01(4)(b) of this revenue procedure) must provide the following statements, if applicable, and
attach them to the completed Form 3115:

(1) a detailed description of the present and proposed methods of accounting. A general
description of these methods of accounting is unacceptable (for example, MACRS to MACRS,
erroneous method to proper method, claiming less than the depreciation allowable to claiming the
depreciation allowable);

(i1) to the extent not provided elsewhere on the Form 3115, a statement describing the taxpayer’s
business or income-producing activities. Also, if the taxpayer has more than one business or
income-producing activity, a statement describing the taxpayer’s business or income-producing
activity in which the item of property at issue is primarily used by the taxpayer;

(iii) to the extent not provided elsewhere on the Form 3115, a statement of the facts and law
supporting the proposed method of accounting, new classification of the item of property, and new
asset class in, as appropriate, Rev. Proc. 87-56 or Rev. Proc. 83-35. If the taxpayer is the owner
and lessor of the item of property at issue, the statement of the facts and law supporting the new
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asset class also must describe the business or income-producing activity in which that item of
property is primarily used by the lessee;

(iv) to the extent not provided elsewhere on the Form 3115, a statement identifying the year in
which the item of property was placed in service by the taxpayer;

(v) if any item of property is public utility property within the meaning of § 168(i)(10) or former
§ 167(1)(3)(A), as applicable, a statement providing that the taxpayer agrees to the following
additional terms and conditions:

(A) anormalization method of accounting (within the meaning of former § 167(I)(3)(G), former
§ 168(e)(3)(B), or § 168(i)(9), as applicable) will be used for the public utility property subject to
the Form 3115;

(B) as of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar reserve account in the taxpayer’s regulatory books of account by the amount of
the deferral of federal income tax liability associated with the § 481(a) adjustment applicable to
the public utility property subject to the Form 3115; and

(C) within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed Form 3115 to any regulatory body having
jurisdiction over the public utility property subject to the Form 3115;

(vi) if the taxpayer is changing the classification of an item of § 1250 property placed in service
after August 19, 1996, to a retail motor fuels outlet under § 168(e)(3)(E)(iii), a statement containing
the following representation: “For purposes of § 168(e)(3)(E)(iii) of the Internal Revenue Code,
the taxpayer represents that (A) 50 percent or more of the gross revenue generated from the item of
§ 1250 property is from the sale of petroleum products (not including gross revenue from related
services, such as the labor cost of oil changes and gross revenue from the sale of nonpetroleum
products such as tires and oil filters), (B) 50 percent or more of the floor space in the item of
property is devoted to the sale of petroleum products (not including floor space devoted to related
services, such as oil changes and floor space devoted to nonpetroleum products such as tires and
oil filters), or (C) the item of § 1250 property is 1,400 square feet or less.”; and

(vii) if the taxpayer is changing the classification of an item of property from § 1250 property
to § 1245 property under § 168 or former § 168, a statement of the facts and law supporting
the new § 1245 property classification, and a statement containing the following representation:
“Each item of depreciable property that is the subject of the Form 3115 filed under section 6.01
of Rev. Proc. 2022-14 for the year of change beginning [/nsert the date], and that is reclassified
from [Insert, as appropriate: nonresidential real property, residential rental property, qualified
leasehold improvement property, qualified restaurant property, qualified retail improvement
property, qualified improvement property as defined in § 168(e)(6) (as amended by § 13204 of the
TCJA), 19-year real property, 18-year real property, or 15-year real property] to an asset class
of [Insert, as appropriate, either: Rev. Proc. 87-56, 1987-2 C.B. 674, or Rev. Proc. 83-35, 1983-
1 C.B. 745] that does not explicitly include § 1250 property, is § 1245 property for depreciation
purposes.”

(4) Reduced filing requirement for qualified small taxpayers.
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(a) In general. A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue
procedure, is required to complete only the following information on Form 3115 (Rev. December
2018) to make this change:

(1) The identification section of page 1 (above Part I);

(i1) The signature section at the bottom of page 1;

(iii) Part [;

(iv) Part 11, all lines except lines 13, 15b, 16¢, 17, and 19;

(v) Part 1V, all lines except line 25; and

(vi) Schedule E.

(b) Definition of qualified small taxpayer. A “qualified small taxpayer” is a taxpayer whose
average annual gross receipts, as determined under § 1.263(a)-3(h)(3), for the three preceding
taxable years is less than or equal to $10,000,000.

(5) Section 481(a) adjustment. Because the adjusted basis of the property is changed as a result
of a method change made under this section 6.01 (see section 6.01(6) of this revenue procedure),
items are duplicated or omitted. Accordingly, this change is made with a § 481(a) adjustment. This
adjustment may result in either a negative § 481(a) adjustment (a decrease in taxable income) or
a positive § 481(a) adjustment (an increase in taxable income) and may be a different amount
for regular tax, alternative minimum tax, and adjusted current earnings purposes. This § 481(a)
adjustment equals the difference between the total amount of depreciation taken into account in
computing taxable income for the property under the taxpayer’s present method of accounting
(including the amount attributable to any property described in section 6.01(1)(b) of this revenue
procedure that is included in the taxpayer’s Form 3115), and the total amount of depreciation
allowable for the property under the taxpayer’s proposed method of accounting (as determined
under section 6.01(7) of this revenue procedure, and including the amount attributable to any
property described in section 6.01(1)(b) of this revenue procedure that is included in the taxpayer’s
Form 3115), for open and closed years prior to the year of change. However, the amount of
the § 481(a) adjustment must be adjusted to account for the proper amount of the depreciation
allowable that is required to be capitalized under any provision of the Code (for example, § 263A)
at the beginning of the year of change.

(6) Basis adjustment. As of the beginning of the year of change, the basis of depreciable
property to which this section 6.01 applies must reflect the reductions required by § 1016(a)(2) for
the depreciation allowable for the property (as determined under section 6.01(7) of this revenue
procedure).

(7) Meaning of depreciation allowable.

(a) In general. Section 6.01(7) of this revenue procedure provides the amount of the depreciation
allowable determined under § 56(a)(1), § 56(g)(4)(A) (as in effect on the day before the date of
enactment of the TCJA), § 167, § 168, or § 197, or former § 168, § 14001, or § 1400L(c). This
amount, however, may be limited by other provisions of the Code (for example, § 280F).
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(b) Section 56(a)(1) property. The depreciation allowable for any taxable year for property for
which depreciation is determined under § 56(a)(1) is determined by using the depreciation method,
recovery period, and convention provided for under § 56(a)(1) that applies for the property’s
placed-in-service date.

(c) Section 56(g)(4)(A) property. The depreciation allowable for any taxable year for property
for which depreciation is determined under § 56(g)(4)(A) (as in effect on the day before the date of
enactment of the TCJA) is determined by using the depreciation method, recovery period or useful
life, as applicable, and convention provided for under § 56(g)(4)(A) (as in effect on the day before
the date of enactment of the Act) that applies for the property’s placed-in-service date.

(d) Section 167 property. Generally, for any taxable year, the depreciation allowable for property
for which depreciation is determined under § 167, is determined either:

(1) under the depreciation method adopted by the taxpayer for the property; or

(i1) if that depreciation method does not result in a reasonable allowance for depreciation
or the taxpayer has not adopted a depreciation method for the property, under the straight-line
depreciation method.

For determining the estimated useful life and salvage value of the property, see § 1.167(a)-1(b)
and (c), respectively.

The depreciation allowable for any taxable year for property subject to § 167(f) (regarding
certain property excluded from § 197) is determined by using the depreciation method and useful
life prescribed in § 167(f). If computer software is depreciated under § 167(f)(1) and is qualified
property (as defined in § 168(k)(2) as amended by the TCJA and § 1.168(k)-2), qualified property
(as defined in § 168(k)(2) as in effect on the day before the date of enactment of the TCJA and
§ 1.168(k)-1), 50-percent bonus depreciation property (as defined in § 168(k)(4) (as in effect on
the day before the date of enactment of the Economic Stimulus Act of 2008, Pub. L. No. 110-185,
122 Stat. 613 (February 13, 2008)) and § 1.168(k)-1), qualified disaster assistance property (as
defined in § 168(n)(2) (as in effect on the day before the date of enactment of the Tax Technical
Corrections Act of 2018, Pub. L. No. 115-141, Division U, 132 Stat. 1211 (March 23, 2018)),
qualified New York Liberty Zone (Liberty Zone) property (as defined in § 1400L(b)(2) (as in
effect on the day before the date of enactment of the Tax Technical Corrections Act of 2018) and
§ 1.1400L(b)-1), qualified Gulf Opportunity Zone (GO Zone) property (as defined in § 1400N(d)
(2) (as in effect on the day before the date of enactment of the Tax Technical Corrections Act of
2018) and sections 2.02 and 2.03 of Notice 2006-77, 2006-2 C.B. 590, as clarified, modified, and
amplified by Notice 2007-36, 2007-1 C.B. 1000), specified Gulf Opportunity Zone extension
property (GO Zone extension property) (as defined in § 1400N(d)(6) (as in effect on the day
before the date of enactment of the Tax Technical Corrections Act of 2018) and section 4 of Notice
2007-36), or qualified Recovery Assistance (RA) property (as defined in sections 2.02 and 2.03
of Notice 2008-67, 2008-32 I.R.B. 307), the depreciation allowable for that computer software
under § 167(f)(1) is also determined by taking into account the additional first year depreciation
deduction provided by § 168(k), § 168(n) (as in effect on the day before the date of enactment of
the Tax Technical Corrections Act of 2018), § 1400L(b) (as in effect on the day before the date
of enactment of the Tax Technical Corrections Act of 2018), or § 1400N(d) (as in effect on the
day before the date of enactment of the Tax Technical Corrections Act of 2018), or by § 15345(a)
(1) and (d)(1) of the Food, Conservation, and Energy Act of 2008, Pub. L. No. 110-246, 122 Stat.
1651 (June 18, 2008), as applicable, unless the taxpayer made a timely valid election not to deduct
any additional first year depreciation for the computer software.
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(e) Section 168 property. The depreciation allowable for any taxable year for property for which
depreciation is determined under § 168, is determined as follows:

(1) by using either:

(A) the general depreciation system in § 168(a); or

(B) the alternative depreciation system in § 168(g) if the property is required to be depreciated
under the alternative depreciation system pursuant to § 168(g)(1) or other provisions of the Code
(for example, property described in § 263A(e)(2)(A) or § 280F(b)(1)). Property required to be
depreciated under the alternative depreciation system pursuant to § 168(g)(1) includes property in
a class (as set out in § 168(e)) for which the taxpayer made a timely valid election under § 168(g)

(N

(i1) if the property is qualified property, 50-percent bonus depreciation property, qualified disaster
assistance property, Liberty Zone property, GO Zone property, GO Zone extension property, or
RA property, by also taking into account the additional first year depreciation deduction provided
by § 168(k), § 168(n) (as in effect on the day before the date of enactment of the Tax Technical
Corrections Act of 2018), § 1400L(b) (as in effect on the day before the date of enactment of the
Tax Technical Corrections Act of 2018), or § 1400N(d) (as in effect on the day before the date of
enactment of the Tax Technical Corrections Act of 2018), or by § 15345(a)(1) and (d)(1) of the
Food, Conservation, and Energy Act of 2008, as applicable, unless the taxpayer made a timely
valid election not to deduct the additional first year depreciation (or made a deemed election not
to deduct the additional first year depreciation; for further guidance, see, for example, Rev. Proc.
2002-33, 2002-1 C.B. 963, Rev. Proc. 2003-50, 2003-2 C.B. 119, Notice 2006-77, Notice 2008-
67, section 5 of Rev. Proc. 2011-26,2011-16 .R.B. 664, Rev. Proc. 2015-48, 2015-40 I.R.B. 469,
or Rev. Proc. 2019-33, 2019-34 I.R.B. 662) for the class of property (as defined in § 1.168(k)-2(f)
(1)(i1), § 1.168(k)-1(e)(2), § 1.1400L(b)-1(e)(2), or section 4.02 of Notice 2006-77, as applicable)
in which that property is included;

(iii) if the property is qualified second generation biofuel plant property (as defined in § 168(1)
(2) and (3)) or qualified cellulosic biofuel plant property (as defined in former § 168(1)(2) and (3)),
by also taking into account the additional first year depreciation deduction provided by § 168(1)(1),
unless the taxpayer made a timely valid election not to deduct the additional first year depreciation
for the property; and

(iv) if the property is qualified reuse and recycling property (as defined in § 168(m)(2)), by
also taking into account the additional first year depreciation deduction provided by § 168(m)(1),
unless the taxpayer made a timely valid election not to deduct the additional first year depreciation
for the property.

(f) Section 197 property. The amortization allowable for any taxable year for an amortizable
§ 197 intangible (including any property for which a timely election under § 13261(g)(2) of the
1993 Act was made) is determined in accordance with § 1.197-2(f).

(g) Former § 168 property. The depreciation allowable for any taxable year for property subject
to former § 168 is determined by using either:

(1) the accelerated method of cost recovery applicable to the property (for example, for 5-year
property, the recovery method under former § 168(b)(1)); or
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(i1) the straight-line method applicable to the property if the property is required to be depreciated
under the straight-line method (for example, property described in former § 168(f)(2) or former
§ 280F(b)(2)) or if the taxpayer elected to determine the depreciation allowance under the optional
straight-line percentage (for example, the straight-line method in former § 168(b)(3)).

(h) Qualified revitalization building. The depreciation allowable for any taxable year for any
qualified revitalization building (as defined in § 14001(b)(1) (as in effect on the day before the date
of enactment of the Tax Technical Corrections Act of 2018)) for which the taxpayer has made a
timely valid election under § 1400I(a) is determined as follows:

(1) if the taxpayer elected to deduct one-half of any qualified revitalization expenditures (as
defined in § 14001(b)(2) and as limited by § 1400I(c) (as in effect on the day before the date
of enactment of the Tax Technical Corrections Act of 2018)) chargeable to a capital account
with respect to the qualified revitalization building for the taxable year in which the building
is placed in service by the taxpayer, the depreciation allowable for the qualified revitalization
building’s placed-in-service year is equal to one-half of the qualified revitalization expenditures
for the building and the depreciation allowable for the remaining depreciable basis of the qualified
revitalization building for its placed-in-service year and subsequent taxable years is determined
using the general depreciation system of § 168(a) or the alternative depreciation system of
§ 168(g), as applicable; or

(i1) if the taxpayer elected to amortize all of the qualified revitalization expenditures chargeable
to a capital account with respect to the qualified revitalization building ratably over the 120-month
period beginning with the month in which the building is placed in service, the depreciation
allowable for the qualified revitalization expenditures is determined in accordance with this
election and the depreciation allowable for the remaining depreciable basis of the qualified
revitalization building is determined using the general depreciation system of § 168(a) or the
alternative depreciation system of § 168(g), as applicable.

(1) Qualified New York Liberty Zone leasehold improvement property. The depreciation allowable
for any taxable year for qualified New York Liberty Zone leasehold improvement property (as
defined in § 1400L(c)(2) (as in effect on the day before the date of enactment of the Tax Technical
Corrections Act of 2018)) is determined by using the depreciation method and recovery period
prescribed in § 1400L(c) (as in effect on the day before the date of enactment of the Tax Technical
Corrections Act of 2018) unless the taxpayer made a timely valid election under § 1400L(c)(5) (as
in effect on the day before the date of enactment of the Tax Technical Corrections Act of 2018)
not to use that recovery period.

(8) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all
the changes included in that Form 3115. If one or more of the changes in that single Form 3115
generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate a
positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such adjustment and a single
positive § 481(a) adjustment for all the changes that are included in that Form 3115 generating
such adjustment. For example, a taxpayer files a single Form 3115 to change the depreciation
methods, recovery periods, and/or conventions under § 168(a) resulting from the reclassification
of two computers from nonresidential real property to 5-year property, one office desk from
nonresidential real property to 7-year property, and two office desks from 5-year property to
7-year property. On that Form 3115, the taxpayer must provide either (i) a single net § 481(a)
adjustment that covers all the changes resulting from all of these reclassifications, or (ii) a single
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negative § 481(a) adjustment that covers the changes resulting from the reclassifications of the
two computers and one office desk from nonresidential real property to 5-year property and 7-year
property, respectively, and a single positive § 481(a) adjustment that covers the changes resulting
from the reclassifications of the two office desks from 5-year property to 7-year property.

(b) A taxpayer making both this change and a change to a UNICAP method under section
12.01, 12.02, 12.08, or 12.12 of this revenue procedure (as applicable) for the same year of
change should file a single Form 3115 for both changes, in which case the taxpayer must enter
the designated automatic accounting method change numbers for both changes on the appropriate
line on that Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13 for information on making
concurrent changes. For example, a qualified small taxpayer must include on the single Form
3115 the information required by section 6.01(4)(a) of this revenue procedure for this change and
the information required by the lines on Form 3115 applicable to the UNICAP method change,
including Part II line 14 and 15, Part IV, and Schedule D, and must include a separate response
to each line on Form 3115 that is applicable to both changes (such as Part II lines 6b, 7, 8b, 14,
and, as applicable for this change, Part IV) for which the taxpayer’s response is different for this
change and the change to a UNICAP method.

(9) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.01 is “7.”

(10) Contact information. For further information regarding a change under this section, contact
James Liechty at (202) 317-7005 (not a toll-free number).

.02 Permissible to permissible method of accounting for depreciation.

(1) Description of change. This change applies to a taxpayer that wants to change from a
permissible method of accounting for depreciation under § 56(g)(4)(A)(iv) (as in effect on the day
before the date of enactment of Public Law 115-97, 131 Stat. 2054 (Dec. 22, 2017), commonly
referred to as the Tax Cuts and Jobs Act (TCJA)) or § 167 to another permissible method of
accounting for depreciation under § 56(g)(4)(A)(iv) (as in effect on the day before the date of
enactment of the TCJA) or § 167. Pursuant to § 1.167(a)-7(a) and (c), a taxpayer may account for
depreciable property either by treating each individual asset as an account or by combining two
or more assets in a single account and, for each account, depreciation allowances are computed
separately.

(2) Applicability.

(a) In general. This change applies to any taxpayer wanting to make a change in method of
accounting for depreciation specified in section 6.02(4) of this revenue procedure for the property
in an account:

(i) for which the present and proposed methods of accounting for depreciation specified in
section 6.02(4) of this revenue procedure are permissible methods for the property under § 56(g)
(4)(A)(iv) (as in effect on the day before the date of enactment of the TCJA) or § 167; and

(i1) that is owned by the taxpayer at the beginning of the year of change.

(b) Inapplicability. This change does not apply to:
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(1) a taxpayer that is required under § 263 A and the regulations thereunder to capitalize the costs
with respect to which the taxpayer wants to change its method of accounting under this section
6.02 if the taxpayer is not capitalizing these costs, unless the taxpayer concurrently changes its
method to capitalize these costs in conjunction with a change to a UNICAP method under section
12.01, 12.02, 12.08, or 12.12 of this revenue procedure (as applicable);

(i1) any property to which § 1016(a)(3) (regarding property held by a tax-exempt organization)
applies;

(iii) any property described in § 167(f) (regarding certain property excluded from § 197);

(iv) any property subject to § 167(g) (regarding property depreciated under the income forecast
method);

(v) any property for which depreciation is determined under § 56(a)(1), § 56(g)(4)(A)(1), (ii),
(ii1), or (v) (as in effect on the day before the date of enactment of the TCJA), § 168, § 1400I (as
in effect on the day before the date of enactment of the Tax Technical Corrections Act of 2018,
Pub. L. No. 115-141, Division U, 132 Stat. 1211 (March 23, 2018)), § 1400L(c) (as in effect on the
day before the date of enactment of the Tax Technical Corrections Act of 2018), § 168 prior to its
amendment in 1986 (former § 168), or any additional first year depreciation deduction provision
of the Code (for example, § 168(k), § 168(1), § 1400L(b) (as in effect on the day before the date of
enactment of the Tax Technical Corrections Act of 2018), or § 1400N(d) (as in effect on the day
before the date of enactment of the Tax Technical Corrections Act of 2018));

(vi) any property that the taxpayer elected under § 168(f)(1) or former § 168(e)(2) to exclude
from the application of, respectively, § 168 or former § 168;

(vii) any property for which depreciation is determined in accordance with § 1.167(a)-11 (ADR);

(viii) any depreciable property for which the taxpayer is changing the depreciation method
pursuant to § 1.167(e)-1(b) (change from declining-balance method to straight-line method),
§ 1.167(e)-1(c) (certain changes for § 1245 property), or § 1.167(e)-1(d) (certain changes for
§ 1250 property). These changes must be made prospectively and are not permitted under the cited
regulations for property for which the depreciation is determined under § 168, § 14001 (as in effect
on the day before the date of enactment of the Tax Technical Corrections Act of 2018), § 1400L(c)
(as in effect on the day before the date of enactment of the Tax Technical Corrections Act of
2018), former § 168, or any additional first year depreciation deduction provision of the Code (for
example, § 168(k), § 168(1), § 1400L(b) (as in effect on the day before the date of enactment of
the Tax Technical Corrections Act 0of 2018), or § 1400N(d) (as in effect on the day before the date
of enactment of the Tax Technical Corrections Act of 2018)); or

(ix) any distributor commissions (as defined by section 2 of Rev. Proc. 2000-38, 2000-2 C.B.
310, as modified by Rev. Proc. 2007-16, 2007-1 C.B. 358) for which the taxpayer is changing
the useful life under the distribution fee period method or the useful life method (both described
in Rev. Proc. 2000-38). A change in this useful life is corrected by adjustments in the applicable
taxable year provided under § 1.446-1(e)(2)(1i)(d)(5)(@v).

(3) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 I.LR.B. 419, does not apply to this change.
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(4) Changes covered. This section 6.02 only applies to the following changes in methods of
accounting for depreciation:

(a) a change from the straight-line method to the sum-of-the-years-digits method, the sinking
fund method, the unit-of-production method, or the declining-balance method using any proper
percentage of the straight-line rate;

(b) a change from the declining-balance method using any percentage of the straight-line rate
to the sum-of-the-years-digits method, the sinking fund method, or the declining-balance method
using a different proper percentage of the straight-line rate;

(c) a change from the sum-of-the-years-digits method to the sinking fund method, the declining-
balance method using any proper percentage of the straight-line rate, or the straight-line method;

(d) a change from the unit-of-production method to the straight-line method;

(e) a change from the sinking fund method to the straight-line method, the unit-of-production
method, the sum-of-the-years-digits method, or the declining-balance method using any proper
percentage of the straight-line rate;

(f) a change in the interest factor used in connection with a compound interest method or sinking
fund method;

(g) a change in averaging convention as set forth in § 1.167(a)-10(b). However, as specifically
provided in § 1.167(a)-10(b), in any taxable year in which an averaging convention substantially
distorts the depreciation allowance for the taxable year, it may not be used (see Rev. Rul. 73-202,
1973-1 C.B. 81);

(h) a change from charging the depreciation reserve with costs of removal and crediting the
depreciation reserve with salvage proceeds to deducting costs of removal as an expense and
including salvage proceeds in taxable income as set forth in § 1.167(a)-8(e)(2). See Rev. Rul. 74-
455, 1974-2 C.B. 63. This section 6.02 applies to this change, however, only if:

(1) the change is applied to all items in the account for which the change is being made; and

(i1) the removal costs are not required to be capitalized under any provision of the Code (for
example, § 263(a), 263A, or 280B);

(i) a change from crediting the depreciation reserve with the salvage proceeds realized on
normal retirement sales to computing and recognizing gains and losses on the sales (see Rev. Rul.
70-165, 1970-1 C.B. 43);

(j) a change from crediting ordinary income (including the combination method of crediting
the lesser of estimated salvage value or actual salvage proceeds to the depreciation reserve, with
any excess of salvage proceeds over estimated salvage value credited to ordinary income) with
the salvage proceeds realized on normal retirement sales, to computing and recognizing gains and
losses on the sales (see Rev. Rul. 70-166, 1970-1 C.B. 44);
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(k) a change from item accounting for specific assets to multiple asset accounting (pooling) for
the same assets, or vice versa,

(1) a change from one type of multiple asset accounting (pooling) for specific assets to a different
type of multiple asset accounting (pooling) for the same assets;

(m) a change from one method described in Rev. Proc. 2000-38 for amortizing distributor
commissions (as defined by section 2 of Rev. Proc. 2000-38) to another method described in Rev.
Proc. 2000-38 for amortizing distributor commissions; or

(n) a change from pooling to a single asset, or vice versa, for distributor commissions (as
defined by section 2 of Rev. Proc. 2000-38) for which the taxpayer is using the distribution fee
period method or the useful life method (both described in Rev. Proc. 2000-38).

(5) Additional requirements. A taxpayer also must comply with the following:

(a) Basis for depreciation. At the beginning of the year of change, the basis for depreciation
of property to which this change applies is the adjusted basis of the property as provided in
§ 1011 at the end of the taxable year immediately preceding the year of change (determined under
taxpayer’s present method of accounting for depreciation). If applicable under the taxpayer’s
proposed method of accounting for depreciation, this adjusted basis is reduced by the estimated
salvage value of the property (for example, a change to the straight-line method).

(b) Rate of depreciation. The rate of depreciation for property changed to:

(1) the straight-line or the sum-of-the-years-digits method of depreciation must be based on the
remaining useful life of the property as of the beginning of the year of change; or

(i1) the declining-balance method of depreciation must be based on the useful life of the property
measured from the placed-in-service date, and not the expected remaining life from the date the
change becomes effective.

(c¢) Regulatory requirements. For changes in method of depreciation to the sum-of-the-years-
digits or declining-balance method, the property must meet the requirements of § 1.167(b)-0 or
1.167(c)-1, as appropriate.

(d) Public utility property. If any item of property is public utility property within the meaning
of former § 167(1)(3)(A), the taxpayer (including a qualified small taxpayer as defined in section
6.01(4)(b) of this revenue procedure) must attach to the Form 3115 a statement providing that the
taxpayer agrees to the following additional terms and conditions:

(i) a normalization method of accounting within the meaning of former § 167(1)(3)(G) will be
used for the public utility property subject to the Form 3115; and

(i1) within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed Form 3115 to any regulatory body having
jurisdiction over the public utility property subject to the Form 3115.
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(6) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change:

(a) The identification section of page 1 (above Part I);

(b) The signature section at the bottom of page 1;

(c) Part I;

(d) Part 11, all lines except lines 13, 15b, 16, 17, and 19;

(e) Part IV, line 25; and

(f) Schedule E.

(7) Section 481(a) adjustment. Because the adjusted basis of the property is not changed as a
result of a method change made under this section 6.02, no items are being duplicated or omitted.
Accordingly, a § 481(a) adjustment is neither required nor permitted.

(8) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets.

(b) A taxpayer making both this change and a change to a UNICAP method under section
12.01, 12.02, 12.08, or 12.12 of this revenue procedure (as applicable) for the same year of
change should file a single Form 3115 for both changes, in which case the taxpayer must enter
the designated automatic accounting method change numbers for both changes on the appropriate
line on that Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13 for information on making
concurrent changes. For example, a qualified small taxpayer must include on the single Form
3115 the information required by section 6.02(6) of this revenue procedure for this change and
the information required by the lines on Form 3115 applicable to the UNICAP method change,
including Part II line 14 and 15, Part IV, and Schedule D, and must include a separate response
to each line on Form 3115 that is applicable to both changes (such as Part II lines 6b, 7, 8b, 14,
and, as applicable for this change, Part IV) for which the taxpayer’s response is different for this
change and the change to a UNICAP method.

(9) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.02 is “8.”

(10) Contact information. For further information regarding a change under this section, contact
Bruce Chang at (202) 317-7005 (not a toll-free number).

.03 Sale, lease, or financing transactions.

(1) Description of change and scope.
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(a) Applicability. This change applies to a taxpayer that wants to change its method of accounting
from:

(i) improperly treating property as sold by the taxpayer to properly treating property as leased
or financed by the taxpayer;

(i1) improperly treating property as leased by the taxpayer to properly treating property as sold
or financed by the taxpayer;

(iii) improperly treating property as financed by the taxpayer to properly treating property as
sold or leased by the taxpayer;

(iv) improperly treating property as purchased by the taxpayer to properly treating property as
leased by the taxpayer; and

(v) improperly treating property as leased by the taxpayer to properly treating property as
purchased by the taxpayer.

(b) Inapplicability. This change does not apply to:

(1) a rent-to-own dealer that wants to change its method of accounting for rent-to-own contracts
described in section 3 of Rev. Proc. 95-38, 1995-2 C.B. 397; or

(ii) a taxpayer that holds assets for sale or lease, if any asset so held is not the subject of a sale
or lease transaction as of the beginning of the year of change.

(2) Manner of making the change. A taxpayer changing its method of accounting under this
section 6.03 must submit a statement with the Form 3115 that provides the name of the counterparty
to the sale, lease, or financing transactions as of the beginning of the year of change.

(3) No ruling on the characterization of any transaction as a sale, lease, or financing transaction.
The consent granted under section 9 of Rev. Proc. 2015-13 for a change specified in this section
6.03 is not a determination by the Commissioner that the taxpayer has properly characterized
any transaction as a sale, lease, or financing transaction and does not create any presumption
that the proposed characterization of any transaction as a sale, lease, or financing transaction is
permissible. The director will ascertain whether the taxpayer’s characterization of any transaction
as a sale, lease, or financing transaction is permissible.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.03 is “10.”

(5) Contact information. For further information regarding a change under this section, contact
Edward Schwartz at (202) 317-7006 (not a toll-free number).

.04 Change in general asset account treatment due to a change in the use of MACRS property.

(1) Description of change.
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(a) Applicability. This change applies to a taxpayer that wants to change the method of
accounting for general asset account treatment of MACRS property (as defined in § 1.168(b)-1(a)
(2)) to the method of accounting provided in § 1.168(i)-1(c)(2)(ii)(I) or § 1.168(i)-1(h)(2), which
applies when there is a change in the use of MACRS property pursuant to § 1.168(i)-4(d).

(b) Taxpayer has not adopted a method of accounting for the item of property. If a taxpayer
does not satisfy section 6.04(1)(a) of this revenue procedure for an item of MACRS property
because a change in the use of this item of MACRS property occurred in the taxable year
immediately preceding the year of change (1-year change in use property), the taxpayer may
change from the impermissible method for general asset account treatment to the permissible
method provided in § 1.168(i)-1(c)(2)(ii)(I) or § 1.168(i)-1(h)(2) for the 1-year change in use
property by filing a Form 3115. Alternatively, the taxpayer may change from the impermissible
method for general asset account treatment to the permissible method provided in § 1.168(i)- 1(c)
(2)(i1)(I) or § 1.168(i)-1(h)(2) for a 1-year change in use property by filing an amended federal
income tax return, or an administrative adjustment request under § 6227 (AAR), as applicable,
for the year of change in the use of such property provided such filing occurs prior to the date the
taxpayer files its federal income tax return for the taxable year succeeding the year of change in
the use of such property.

(¢) Inapplicability.

(1) The change described in section 6.04(1)(a) of this revenue procedure does not apply to any
property to which section 4.05 of Rev. Proc. 2020-22, 2020-18 1.R.B. 745, applies unless the
taxpayer and property are within the scope of Rev. Proc. 2021-28, 2021-27 I.LR.B. 5. (See sections
4.02 and 4.03 of Rev. Proc. 2020-22, as applicable, for making such changes for such property.);
and

(i1) The change described in section 6.04(1)(a) of this revenue procedure does not apply to any
property to which section 5.04 of Rev. Proc. 2020-22, 2020-18 .R.B. 745, applies. (See section
5.02 of Rev. Proc. 2020-22 for making such change for such property.).

(2) Certain eligibility rules inapplicable.

(a) In general. The eligibility rule in section 5.01(1)(d) of Rev. Proc. 2015-13, 2015-5 I.R.B.
419, does not apply to a taxpayer making this change.

(b) Special rule. The eligibility rule in section 5.01(1)(f) of Rev. Proc. 2015-13, 2015-5 L.R.B.
419, does not apply to a taxpayer within the scope of section 3 of Rev. Proc. 2021-28, 2021-27
L.R.B. 5, making this change for any residential rental property within the scope of section 3 of
Rev. Proc. 2021-28 for a taxable year beginning in 2019, 2020, 2021, or 2022.

(3) Manner of making change.

(a) The change is made on a modified cut-off basis (as defined in § 1.446-1(e)(2)(ii)(d)(5)(iif))
and, thus, the adjusted depreciable basis of the MACRS property as of the beginning of the year of
change is recovered using the proposed method of accounting for general asset account treatment.
Accordingly, a § 481(a) adjustment is neither permitted nor required. See § 1.168(i)-1(h)(2)(ii)
and (iii) for more information regarding how to establish the general asset account when a change
in the use of MACRS property occurs pursuant to § 1.168(i)-4(d).
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(b) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change:

(1) The identification section of page 1 (above Part I);

(i1) The signature section at the bottom of page 1;

(iii) Part [;

(iv) Part I1, all lines except lines 13, 15b, 16, 17, and 19;
(v) Part IV, line 25; and

(vi) Schedule E, all lines except lines 1, 4c, 5, 6, 7b, and 7c.
(4) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets.

(b) A taxpayer making this change and a change under section 6.05, section 6.12(3)(b), and/or
section 6.15 of this revenue procedure for the same year of change should file a single Form 3115
for all such changes and must enter the designated automatic accounting method change numbers
for the changes on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev. Proc.
2015-13 for information on making concurrent changes.

(5) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.04 is “87.”

(6) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.05 Change in method of accounting for depreciation due to a change in the use of MACRS
property.

(1) Description of change.

(a) Applicability. This change applies to a taxpayer that wants to (i) change the method of
accounting for depreciation of MACRS property (as defined in § 1.168(b)-1(a)(2)) to the method
of accounting for depreciation provided in § 1.168(i)-4, which applies when there is a change
in the use of MACRS property, or (ii) revoke the election provided in § 1.168(i)-4(d)(3)(ii) to
disregard a change in the use of MACRS property. See § 1.168(1)-4(g)(2).

(b) Taxpayer has not adopted a method of accounting for the item of property. If a taxpayer does
not satisfy section 6.05(1)(a)(i) of this revenue procedure for an item of MACRS property because
a change in the use of this item of MACRS property occurred in the taxable year immediately
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preceding the year of change (1-year change in use property), the taxpayer may change from
the impermissible method of determining depreciation to the permissible method of determining
depreciation provided in § 1.168(i)-4 for the 1-year change in use property by filing a Form 3115
for this change, provided the § 481(a) adjustment reported on the Form 3115 includes the amount
of any adjustment that is attributable to all property (including the 1-year change in use property)
subject to the Form 3115. Alternatively, the taxpayer may change from the impermissible method
of determining depreciation to the permissible method of determining depreciation provided in
§ 1.168(i)-4 for a 1-year change in use property by filing an amended federal income tax return, or
an administrative adjustment request under § 6227 (AAR), as applicable, for the year of change in
the use of such property provided such filing occurs prior to the date the taxpayer files its federal
income tax return for the taxable year succeeding the year of change in the use of such property.

(¢) Inapplicability.

(i) The change described in section 6.05(1)(a)(i) of this revenue procedure does not apply to
any property to which section 4.05 of Rev. Proc. 2020-22, 2020-18 I.R.B. 745, applies unless the
taxpayer and property are within the scope of Rev. Proc. 2021-28, 2021-27 I.R.B. 5. (See sections
4.02 and 4.03, or 5.02 of Rev. Proc. 2020-22, as applicable, for making such change for such

property.);

(i1) The change described in section 6.05(1)(a)(i) of this revenue procedure does not apply
to any property to which section 5.04 of Rev. Proc. 2020-22, 2020-18 I.R.B. 745, applies. (See
section 5.02 of Rev. Proc. 2020-22 for making such change for such property.); and

(iii) The change described in this section 6.05 does not apply to any property that is not owned
by the taxpayer at the beginning of the year of change.

(2) Certain eligibility rules inapplicable.

(a) In general. The eligibility rule in section 5.01(1)(d) of Rev. Proc. 2015-13, 2015-5 I.R.B.
419, does not apply to a taxpayer making this change.

(b) Special rule. The eligibility rule in section 5.01(1)(f) of Rev. Proc. 2015-13, 2015-5 L.R.B.
419, does not apply to a taxpayer within the scope of section 3 of Rev. Proc. 2021-28, 2021-27
L.R.B. 5, making this change for any residential rental property within the scope of section 3 of
Rev. Proc. 2021-28 for a taxable year beginning in 2019, 2020, 2021, or 2022.

(3) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change:

(a) The identification section of page 1 (above Part I);

(b) The signature section at the bottom of page 1;

(c) Part I;

(d) Part I1, all lines except lines 13, 15b, 16, 17, and 19;
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(e) Part IV, all lines except line 25; and
(f) Schedule E, all lines except lines 1, 4c, 5, 6, 7b, and 7c.

(4) Section 481(a) adjustment. A taxpayer changing its method of accounting under this section
6.05 is required to calculate a § 481(a) adjustment as of the first day of the year of change as if the
proposed method of accounting had always been used by the taxpayer beginning with the taxable
year in which the change in the use of the MACRS property occurred by the taxpayer.

(5) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all
the changes included in that Form 3115. If one or more of the changes in that single Form 3115
generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate a
positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such adjustment and a single
positive § 481(a) adjustment for all the changes that are included in that Form 3115 generating
such adjustment.

(b) A taxpayer making this change and a change under section 6.04, section 6.12(3)(b), and/or
section 6.15 of this revenue procedure for the same year of change should file a single Form 3115
for all such changes and must enter the designated automatic accounting method change numbers
for the changes on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev. Proc.
2015-13 for information on making concurrent changes.

(6) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.05 is “88.”

(7) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.06 Depreciation of qualified non-personal use vans and light trucks.

(1) Description of change. This change applies to a taxpayer that wants to change the method of
accounting for depreciation for certain vehicles in accordance with § 1.280F-6(f)(2)(iv). Section
1.280F-6(f)(2)(iv) applies to a truck or van that is a qualified nonpersonal use vehicle as defined
under § 1.274-5T(k), was placed in service by the taxpayer before July 7, 2003, and was treated
by the taxpayer as a passenger automobile under § 1.280F-6T as in effect prior to July 7, 2003. If
the taxpayer files Form 3115, in accordance with § 1.280F-6(f)(2)(iv), the treatment of the truck
or van will be changed from property to which § 280F(a) applies to property to which § 280F(a)
does not apply.

(2) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change:

(a) The identification section of page 1 (above Part I);
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(b) The signature section at the bottom of page 1;

(c) Part I;

(d) Part I1, all lines except lines 13, 15b, 16, 17, and 19;

(e) Part IV, all lines except line 25; and

(f) Schedule E.

(3) Concurrent automatic change. A taxpayer making this change for more than one asset for
the same year of change should file a single Form 3115 for all such assets and provide a single
net § 481(a) adjustment for all the changes included in that Form 3115. If one or more of the
changes in that single Form 3115 generate a negative § 481(a) adjustment and other changes in
that same Form 3115 generate a positive § 481(a) adjustment, the taxpayer may provide a single
negative § 481(a) adjustment for all the changes that are included in that Form 3115 generating
such adjustment and a single positive § 481(a) adjustment for all the changes that are included in
that Form 3115 generating such adjustment.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.06 is “89.”

(5) Contact information. For further information regarding a change under this section, contact
Bernard Harvey at (202) 317-7005 (not a toll-free number).

.07 Impermissible to permissible method of accounting for depreciation or amortization for
disposed depreciable or amortizable property.

(1) Description of change. This change applies to a taxpayer that wants to make the change in
method of accounting for depreciation or amortization (depreciation) provided under section 3 of
Rev. Proc. 2007-16, 2007-1 C.B. 358, for an item of depreciable or amortizable property that has
been disposed of by the taxpayer. Section 3 of Rev. Proc. 2007-16 allows a taxpayer to make a
change in method of accounting for depreciation for the disposed property if the taxpayer used an
impermissible method of accounting for depreciation for the property under which the taxpayer
did not take into account any depreciation allowance, or did take into account some depreciation
but less than the depreciation allowable, in the year of change (as defined in section 6.07(4) of this
revenue procedure) or any prior taxable year.

(2) Applicability.

(a) In general. Except as provided in section 6.07(2)(b) of this revenue procedure, this section
6.07 applies to a taxpayer that is changing from an impermissible method of accounting for
depreciation to a permissible method of accounting for depreciation for any item of depreciable or
amortizable property subject to §§ 167, 168, 197, 14001, or 1400L(c), to former § 168, or to any
additional first year depreciation deduction provision of the Code (for example, § 168(k), § 168(1),
§ 1400L(b), or § 1400N(d)):

(1) that has been disposed of by the taxpayer during the year of change (as defined in section
6.07(4) of this revenue procedure); and
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(i1) for which the taxpayer did not take into account any depreciation allowance, or did take into
account some depreciation but less than the depreciation allowable (hereinafter, both are referred
to as “claimed less than the depreciation allowable”), in the year of change (as defined in section
6.07(4) of this revenue procedure) or any prior taxable year.

(b) Inapplicability. This section 6.07 does not apply to:

(i) any property to which § 1016(a)(3) (regarding property held by a tax-exempt organization)
applies;

(i1) any property for which a taxpayer is revoking a timely valid depreciation election, or
making a late depreciation election, under the Code or regulations thereunder, or under other
guidance published in the Internal Revenue Bulletin (including under § 13261(g)(2) or (3) of the
Revenue Reconciliation Act of 1993 (1993 Act), 1993-3 C.B. 1, 128 (relating to amortizable § 197
intangibles));

(iii) any property for which the taxpayer deducted the cost or other basis of the property as an
expense; or

(iv) any property disposed of by the taxpayer in a transaction to which a nonrecognition section
of the Code applies (for example, § 1031, transactions subject to § 168(i)(7)(B)). However, this
section 6.07(2)(b)(iv) does not apply to property disposed of by the taxpayerina § 1031 or § 1033
transaction if the taxpayer elects under § 1.168(i)-6(i) and (j) to treat the entire basis (that is, both
the exchanged and excess basis (as defined in § 1.168(i)-6(b)(7) and (8), respectively) of the
replacement MACRS property (as defined in § 1.168(i)-6(b)(1)) as property placed in service by
the taxpayer at the time of replacement and treat the adjusted depreciable basis of the relinquished
MACRS property (as defined in § 1.168(i)-6(b)(2)) as being disposed of by the taxpayer at the
time of disposition.

(3) Manner of making the change.

(a) Change made on an original return for the year of change. This change may be made on a
taxpayer’s timely filed (including any extension) original federal tax return for the year of change
(as defined in section 6.07(4) of this revenue procedure), provided the taxpayer files the original
Form 3115 in accordance with section 6.03(1)(a) of Rev. Proc. 2015-13, 2015-5 .R.B. 419.

(b) Change made on an amended return or an AAR for the year of change. This change may
also be made on an amended federal income tax return, or administrative adjustment request under
§ 6227 (AAR), as applicable, for the year of change (as defined in section 6.07(4) of this revenue
procedure), provided:

(1)(A) the taxpayer files the original Form 3115 with the taxpayer’s amended federal income tax
return for the year of change (as defined in section 6.07(4) of this revenue procedure) prior to the
expiration of the period of limitation for assessment under § 6501(a) for the taxable year in which
the item of depreciable or amortizable property was disposed of by the taxpayer, or if applicable
(B) the partnership subject to the centralized partnership audit regime enacted as part of the
Bipartisan Budget Act of 2015 (BBA partnership) files the original Form 3115 with its AAR for
the year of change (as defined in section 6.07(4) of this revenue procedure) prior to the expiration
of the applicable period of limitations for making adjustments under § 6235 for the reviewed year
as defined in § 301.6241-1(a)(8) of the Procedure and Administration Regulations; and
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(i1) the taxpayer’s amended federal income tax return, or AAR, as applicable, for the year of
change (as defined in section 6.07(4) of this revenue procedure) includes the adjustments to taxable
income and any collateral adjustments to taxable income or tax liability (for example, adjustments
to the amount or character of the gain or loss of the disposed depreciable or amortizable property)
resulting from the change in method of accounting for depreciation made by the taxpayer under
this section 6.07.

(4) Year of change. The year of change for this change is the taxable year in which the item of
depreciable or amortizable property was disposed of by the taxpayer.

(5) Certain eligibility rules inapplicable. The eligibility rules in sections 5.01(1)(d) and (f) of
Rev. Proc. 2015-13 do not apply to this change.

(6) Filing requirements.

(a) Notwithstanding section 6.03(1)(a) of Rev. Proc. 2015-13, a taxpayer making this change in
accordance with section 6.07(3)(b) of this revenue procedure must attach the original Form 3115
to the taxpayer’s timely filed amended federal income tax return, or AAR, as applicable, for the
year of change and must file the required duplicate copy (with signature) of the Form 3115 with
the IRS in Ogden, UT, no later than when the original Form 3115 is filed with the amended federal
income tax return, or AAR, as applicable, for the year of change. If a taxpayer is making this
change in accordance with section 6.07(3)(a) of this revenue procedure, the filing requirements in
section 6.03(1)(a) of Rev. Proc. 2015-13 apply.

(b) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change:

(1) The identification section of page 1 (above Part I);

(i1) The signature section at the bottom of page 1;

(iii) Part I;

(iv) Part I1, all lines except lines 13, 15b, 16, 17, and 19;

(v) Part 1V, all lines except line 25; and

(vi) Schedule E.

(7) Section 481(a) adjustment period. A taxpayer must take the entire § 481(a) adjustment into
account in computing taxable income for the year of change.

(8) Concurrent automatic change. A taxpayer making this change for more than one asset for
the same year of change should file a single Form 3115 for all such assets.

(9) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.07 is “107.”
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(10) Contact information. For further information regarding a change under this section, contact
James Liechty at (202) 317-7005 (not a toll-free number).

.08 Tenant construction allowances.
(1) Description of change and scope.

(a) Applicability. This change applies to a taxpayer that wants to change its method of accounting
for tenant construction allowances:

(1) from improperly treating the taxpayer as having a depreciable interest in the property subject
to the tenant construction allowances for federal income tax purposes to properly treating the
taxpayer as not having a depreciable interest in such property for federal income tax purposes; or

(i1) from improperly treating the taxpayer as not having a depreciable interest in the property
subject to the tenant construction allowances for federal income tax purposes to properly treating
the taxpayer as having a depreciable interest in such property for federal income tax purposes.

(b) Inapplicability. This change does not apply to:
(1) any tenant construction allowance that qualifies under § 110;

(ii) any portion of a tenant construction allowance that is not expended on depreciable property;
or

(iii) any amount expended for depreciable property in excess of the tenant construction
allowance.

(2) Definition. For purposes of this section 6.08, the term “tenant construction allowance(s)”
means any amount received by a lessee from a lessor to construct, acquire, or improve property
for use by the lessee pursuant to a lease.

(3) Manner of making the change. A taxpayer changing its method of accounting under this
section 6.08 must submit the following information:

(a) If a lessee is filing the Form 3115, the lessee must submit a statement with the Form 3115
that provides the amount of the tenant construction allowance received by the lessee, the amount
of such tenant construction allowance expended by the lessee on property, and the name of the
lessor that provided the tenant construction allowance.

(b) If a lessor is filing the Form 3115, the lessor must submit a statement with the Form 3115
that provides the amount of the tenant construction allowance provided to the lessee and the name
of the lessee that received such tenant construction allowance.

(4) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change in accordance with section
6.08(3)(a) of this revenue procedure:
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(a) The identification section of page 1 (above Part I);

(b) The signature section at the bottom of page 1;

(c) Part I;

(d) Part I1, all lines except lines 13, 15b, 16, 17, and 19;

(e) Part IV, line 25; and

(f) Schedule E.

(5) No ruling on which party has the depreciable interest in the property subject to tenant
construction allowances. The consent granted under section 9 of Rev. Proc. 2015-13 for a change
specified in this section 6.08 is not a determination by the Commissioner that the taxpayer has
properly determined that the taxpayer has, or does not have, a depreciable interest in the property
subject to the tenant construction allowances for federal income tax purposes and does not create
any presumption that the proposed determination of which party has the depreciable interest in
such property is permissible. The director will ascertain whether the taxpayer’s determination
of which party has the depreciable interest in the property subject to the tenant construction
allowances is permissible.

(6) Concurrent automatic change. A taxpayer making this change for more than one asset for
the same year of change should file a single Form 3115 for all such assets.

(7) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.08 is “145.”

(8) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.09 Safe harbor method of accounting for determining the depreciation of certain tangible
assets used by wireless telecommunications carriers under Rev. Proc. 2011-22.

(1) Description of change. This change applies to a taxpayer that is within the scope of Rev.
Proc. 2011-22, 2011-18 L.LR.B. 737, and wants to change to the recovery periods described in
section 5 of Rev. Proc. 2011-22 and any collateral change to the depreciation methods for all, or
some of, the assets listed in that section.

(2) Reduced filing requirement for qualified small taxpayers. A qualified small taxpayer, as
defined in section 6.01(4)(b) of this revenue procedure, is required to complete only the following
information on Form 3115 (Rev. December 2018) to make this change:

(a) The identification section of page 1 (above Part I);

(b) The signature section at the bottom of page 1;
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(c) Part I;

(d) Part 11, all lines except lines 13, 15b, 16, 17, and 19;
(e) Part IV, all lines except line 25; and

(f) Schedule E.

(3) Concurrent automatic change. A taxpayer making this change for more than one asset for
the same year of change should file a single Form 3115 for all such assets and provide a single
net § 481(a) adjustment for all the changes included in that Form 3115. If one or more of the
changes in that single Form 3115 generate a negative § 481(a) adjustment and other changes in
that same Form 3115 generate a positive § 481(a) adjustment, the taxpayer may provide a single
negative § 481(a) adjustment for all the changes that are included in that Form 3115 generating
such adjustment and a single positive § 481(a) adjustment for all the changes that are included in
that Form 3115 generating such adjustment.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.09 is “157.”

(5) Contact information. For further information regarding a change under this section, contact
Charles Magee at (202) 317-7005 (not a toll-free number).

.10 Partial dispositions of tangible depreciable assets to which the IRSs adjustment pertains
(5 168, § 1.168(i)-8).

(1) Description of change.

(a) Applicability. This change applies to a taxpayer that is described in § 1.168(i)-8(d)(2)(iii)
and, pursuant to § 1.168(i)-8(d)(2)(iii), that wants to make the partial disposition election specified
in § 1.168(1)-8(d)(2)(i) to the disposition of a portion of an asset to which the IRS’s adjustment (as
described in § 1.168(1)-8(d)(2)(iii)) pertains.

(b) Inapplicability. This change does not apply to:

(i) Any asset of which the disposed portion was a part that is not owned by the taxpayer at the
beginning of the year of change; or

(1) Any partial disposition election specified in § 1.168(1)-8(d)(2)(i) that is not made pursuant to
§ 1.168(1)-8(d)(2)(iii) (for example, this change does not apply to the partial disposition election
specified in § 1.168(1)-8(d)(2)(i) that is made pursuant to § 1.168(i)-8(d)(2)(iv)).

(2) Change in method of accounting. The IRS will treat the making of the late election specified
in section 6.10(1) of this revenue procedure as a change in method of accounting.

(3) Certain eligibility rules inapplicable. The eligibility rules in sections 5.01(1)(d) and (f) of
Rev. Proc. 2015-13, 2015-5 I.R.B. 419, do not apply to this change.
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(4) Manner of making change.

(a) A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue procedure, is
required to complete only the following information on Form 3115 (Rev. December 2018) to
make this change:

(1) The identification section of page 1 (above Part I);

(i1) The signature section at the bottom of page 1;

(iii) Part I;

(iv) Part I1, all lines except lines 13, 15b, 16, 17, and 19;

(v) Part IV, all lines except line 25; and

(vi) Schedule E.

(b) A taxpayer (including a qualified small taxpayer) making this change must:

(1) Apply § 1.168(i)-8(h)(1) and (3) (accounting for asset disposed of);

(i1) If the asset (as determined under § 1.168(1)-8(c)(4)) of which the disposed portion is a part
is properly included in one of the asset classes 00.11 through 00.4 of Rev. Proc. 87-56, 1987-2
C.B. 674, classify the replacement portion of such asset under the same asset class as the disposed
portion of the asset in the taxable year in which the replacement portion is placed in service by
the taxpayer;

(iii) If the taxpayer’s present method of accounting is not in accord with § 1.168(i)-8(c)
(4) (determination of asset disposed of), change to the appropriate asset as determined under
§ 1.168(1)-8(c)(4);

(iv) If the taxpayer continues to deduct depreciation for the disposed portion of the asset (as
determined under § 1.168(i)-8(c)(4)) under the taxpayer’s present method of accounting, change
from depreciating such disposed portion to recognizing gain or loss for the disposed portion or, if
§ 280B and § 1.280B-1 apply to the disposition, change from depreciating such disposed portion
to capitalizing the loss sustained on account of the demolition to the land on which the demolished
structure was located; and

(v) If any asset is public utility property within the meaning of § 168(i)(10), attach a statement to
its Form 3115 providing that the taxpayer agrees to the following additional terms and conditions:

(A) A normalization method of accounting (within the meaning of § 168(i)(9)) will be used for
the public utility property subject to the Form 3115;
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(B) Within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed Form 3115 to any regulatory body having
jurisdiction over the public utility property subject to the Form 3115; and

(C) As of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar account in the taxpayer’s regulatory books of account by the amount of the
deferral of federal income tax liability associated with the § 481(a) adjustment applicable to the
public utility property subject to the Form 3115.

(5) Concurrent automatic change. A taxpayer making this change for more than one asset for
the same year of change should file a single Form 3115 for all such assets. If the change for more
than one asset included in that Form 3115 is specified in section 6.10(1) of this revenue procedure,
the single Form 3115 should provide a single net § 481(a) adjustment for all such changes. If one
or more of the changes specified in section 6.10(1) of this revenue procedure in that single Form
3115 generate a negative § 481(a) adjustment and other changes specified in section 6.10(1) of this
revenue procedure in that same Form 3115 generate a positive § 481(a) adjustment, the taxpayer
may provide a single negative § 481(a) adjustment for all such changes that are included in that
Form 3115 generating such negative adjustment and a single positive § 481(a) adjustment for all
such changes that are included in that Form 3115 generating such positive adjustment.

(6) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.10is “198.”

(7) Contact information. For further information regarding a change under this section, contact
Patrick Clinton at (202) 317-7005 (not a toll-free number).

.11 Depreciation of leasehold improvements (§§ 167, 168, and 197; § 1.167(a)-4).

(1) Description of change. This change, as described in Rev. Proc. 2014-17,2014-12 L.R.B. 661,
applies to a taxpayer that wants to change its method of accounting to comply with § 1.167(a)-4
for leasehold improvements in which the taxpayer has a depreciable interest at the beginning of
the year of change:

(a) From improperly depreciating the leasehold improvements to which § 168 applies over the
term of the lease (including renewals, if applicable) to properly depreciating these improvements
under § 168;

(b) From improperly amortizing leasehold improvements to which § 197 applies over the term
of the lease (including renewals, if applicable) to properly amortizing these improvements under
§ 197; or

(c¢) From improperly amortizing leasehold improvements to which § 167(f)(1) applies over the
term of the lease (including renewals, if applicable) to properly amortizing these improvements
under § 167(f)(1).

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 I.R.B. 419, does not apply to a taxpayer making this change.

(3) Manner of making change.
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(a) A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue procedure, is
required to complete only the following information on Form 3115 (Rev. December 2018) to
make this change:

(1) The identification section of page 1 (above Part I);

(i1) The signature section at the bottom of page 1;

(iii) Part [;

(iv) Part I1, all lines except lines 13, 15b, 16, 17, and 19;

(v) Part 1V, all lines except line 25; and

(vi) Schedule E.

(b) If any leasehold improvement is public utility property within the meaning of § 168(i)(10)
or former § 167(1)(3)(A), a taxpayer (including a qualified small taxpayer) making this change
must attach to its Form 3115 a statement providing that the taxpayer agrees to the following
additional terms and conditions:

(i) A normalization method of accounting (within the meaning of § 168(i)(9) or former § 167(1)
(3)(G)) will be used for the public utility property subject to the change;

(i1) As of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar account in the taxpayer’s regulatory books of account by the amount of the
deferral of federal income tax liability associated with the § 481(a) adjustment applicable to the
public utility property subject to the change; and

(ii1) Within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed Form 3115 to any regulatory body having
jurisdiction over the public utility property subject to the change.

(4) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all
the changes included in that Form 3115. If one or more of the changes in that single Form 3115
generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate a
positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such adjustment and a single
positive § 481(a) adjustment for all the changes that are included in that Form 3115 generating
such adjustment.

(b) A taxpayer making both this change and a change to a UNICAP method under section 12.01,
12.02, 12.08, or 12.12 of this revenue procedure (as applicable) for the same year of change should
file a single Form 3115 for all such changes and must enter the designated automatic accounting
method change numbers for the changes on the appropriate line on the Form 3115. See section
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6.03(1)(b) of Rev. Proc. 2015-13 for information on making concurrent changes. For example, a
qualified small taxpayer must include on the single Form 3115 the information required by section
6.11(3)(a) of this revenue procedure for this change and the information required by the lines on
Form 3115 applicable to the UNICAP method change, including Part II line 14 and 15, Part IV,
and Schedule D, and must include a separate response to each line on Form 3115 that is applicable
to both changes (such as Part II lines 6b, 7, 8b, 14, and, as applicable for this change, Part [V) for
which the taxpayer’s response is different for this change and the change to a UNICAP method.

(5) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to a method of accounting under this section 6.11
is “199.”

(6) Contact information. For further information regarding a change under this section, contact
Patrick Clinton at (202) 317-7005 (not a toll-free number).

.12 Permissible to permissible method of accounting for depreciation of MACRS property
(5 168, §§ 1.168(i)-1, 1.168(i)-7, and 1.168(i)-8).

(1) Description of change.

(a) Applicability. This change, as described in Rev. Proc. 2014-54, 2014-41 I.R.B. 675, applies
to a taxpayer that wants to make a change in method of accounting for depreciation that is specified
in section 6.12(3) of this revenue procedure for an asset:

(1) to which § 168 applies (MACRS property);

(i1) for which the present and proposed methods of accounting are permissible methods of
accounting under § 1.168(i)-1, § 1.168(i)-7, or § 1.168(i)-8, as applicable; and

(iii) that is owned by the taxpayer at the beginning of the year of change.

(b) Inapplicability. This change does not apply to any property that is not depreciated under
§ 168 under the taxpayer’s present and proposed methods of accounting.

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 I.R.B. 419, does not apply to a taxpayer making this change.

(3) Changes covered. This section 6.12 only applies to the following changes in methods of
accounting for depreciation of MACRS property:

(a) For the items of MACRS property not subject to a general asset account election under
§ 168(i)(4) and the regulations thereunder—

(i) a change from single asset accounts (or item accounts) for specific items of MACRS
property to multiple asset accounts (or pools) for the same assets, or vice versa, in accordance
with § 1.168(i)-7;
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(i1) a change from grouping specific items of MACRS property in multiple asset accounts to a
different grouping of the same assets in multiple asset accounts in accordance with § 1.168(i)-7(c);

(iii) a change in the method of identifying which assets in multiple asset accounts or which
portions of assets have been disposed of by the taxpayer from the specific identification method
under § 1.168(1)-8(g)(1) to the first-in, first-out (FIFO) method of accounting under § 1.168(i)-
8(2)(2)(1) or the modified FIFO method of accounting under § 1.168(i)-8(g)(2)(ii);

(iv) a change in the method of identifying which assets in multiple asset accounts or which
portions of assets have been disposed of by the taxpayer from the FIFO method of accounting
under § 1.168(1)-8(g)(2)(i) or the modified FIFO method of accounting under § 1.168(i)-8(g)(2)
(i1) to the specific identification method under § 1.168(i)-8(g)(1);

(v) a change in the method of identifying which assets in multiple asset accounts or which
portions of assets have been disposed of by the taxpayer from the FIFO method of accounting
under § 1.168(1)-8(g)(2)(i) to the modified FIFO method of accounting under § 1.168(i)-8(g)(2)
(ii), or vice versa;

(vi) a change in the method of identifying which mass assets (as defined in § 1.168(1)-8(b)(3))
in multiple asset accounts or which portions of mass assets have been disposed of by the taxpayer
from the specific identification method under § 1.168(i)-8(g)(1) to a mortality dispersion table in
accordance with § 1.168(1)-8(g)(2)(iii);

(vii) a change in the method of identifying which mass assets (as defined in § 1.168(i)-8(b)
(3)) in multiple asset accounts or which portions of mass assets have been disposed of by the
taxpayer from the FIFO method of accounting under § 1.168(i)-8(g)(2)(i) or the modified FIFO
method of accounting under § 1.168(1)-8(g)(2)(ii) to a mortality dispersion table in accordance
with § 1.168(1)-8(g)(2)(iii);

(viii) a change in the method of identifying which mass assets (as defined in § 1.168(i)-8(b)
(3)) in multiple asset accounts or which portions of mass assets have been disposed of by the
taxpayer from a mortality dispersion table in accordance with § 1.168(i)-8(g)(2)(iii) to the specific
identification method under § 1.168(i)-8(g)(1), the FIFO method of accounting under § 1.168(i)-
8(2)(2)(1), or the modified FIFO method of accounting under § 1.168(1)-8(g)(2)(ii);

(ix) if § 1.168(1)-8(f)(2) applies (disposition of an asset in a multiple asset account) and it is
impracticable from the taxpayer’s records to determine the unadjusted depreciable basis of the
asset disposed of, a change in the method of determining the unadjusted depreciable basis of
all assets in the same multiple asset account from one reasonable method to another reasonable
method; or

(x) if § 1.168(1)-8(f)(3) applies (disposition of a portion of an asset) and it is impracticable from
the taxpayer’s records to determine the unadjusted depreciable basis of the disposed portion of
the asset, a change in the method of determining the unadjusted depreciable basis of all disposed
portions of the asset from one reasonable method to another reasonable method; and

(b) For the items of MACRS property subject to a general asset account election under § 168(i)
(4) and the regulations thereunder—
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(1) a change from grouping specific items of MACRS property in general asset accounts to a
different grouping of the same assets in general asset accounts in accordance with § 1.168(i)-1(c);

(i1) a change in the method of identifying which assets or which portions of assets have been
disposed of by the taxpayer from the specific identification method under § 1.168(i)-1(G)(2)(1)(A)
to the FIFO method of accounting under § 1.168(i)-1(j)(2)(1)(B) or the modified FIFO method of
accounting under § 1.168(1)-1()(2)(1)(C);

(iii) a change in the method of identifying which assets or which portions of assets have been
disposed of by the taxpayer from the FIFO method of accounting under § 1.168(i)-1(j)(2)(i)(B) or
the modified FIFO method of accounting under § 1.168(i)-1(j)(2)(1)(C) to the specific identification
method under § 1.168(i)-1()(2)(1)(A);

(iv) a change in the method of identifying which assets or which portions of assets have been
disposed of by the taxpayer from the FIFO method of accounting under § 1.168(i)-1(5)(2)(i)(B) to
the modified FIFO method of accounting under § 1.168(i)-1(G)(2)(1)(C), or vice versa;

(v) a change in the method of identifying which mass assets (as defined in § 1.168(i)-1(b)
(6)) or which portions of mass assets that are in a separate general asset account in accordance
with § 1.168-1(c)(2)(ii)(H), have been disposed of by the taxpayer from the specific identification
method under § 1.168(1)-1(j)(2)(1)(A) to a mortality dispersion table in accordance with § 1.168(i)-

1(H)(D(D);

(vi) a change in the method of identifying which mass assets (as defined in § 1.168(i)-1(b)(6))
or which portions of mass assets that are in a separate general asset account in accordance with
§ 1.168-1(c)(2)(i1)(H), have been disposed of by the taxpayer from the FIFO method of accounting
under § 1.168(1)-1(j)(2)(1)(B) or the modified FIFO method of accounting under § 1.168(i)-1(G)(2)
(1)(C) to a mortality dispersion table in accordance with § 1.168(1)-1()(2)(i)(D);

(vii) a change in the method of identifying which mass assets (as defined in § 1.168(i)-1(b)(6)),
or which portions of mass assets that are in a separate general asset account in accordance with
§ 1.168-1(c)(2)(ii)(H), have been disposed of by the taxpayer from a mortality dispersion table in
accordance with § 1.168(i)-1(j)(2)(i)(D) to the specific identification method under § 1.168(i)-1(j)
(2)(1)(A), the FIFO method of accounting under § 1.168(i)-1(j)(2)(i)(B), or the modified FIFO
method of accounting under § 1.168(i)-1(j)(2)(i)(C); or

(viii) if § 1.168(1)-1(j)(3) applies (basis of a disposed asset or a disposed portion of an asset
in a general asset account) and it is impracticable from the taxpayer’s records to determine the
unadjusted depreciable basis of the disposed asset or the disposed portion of the asset, a change in
the method of determining the unadjusted depreciable basis of all assets in the same general asset
account from one reasonable method to another reasonable method.

(4) Manner of making change.

(a) The changes in methods of accounting specified in section 6.12(3)(a)(i) and (ii) and section
6.12(3)(b)(i) of this revenue procedure are made using a modified cut-off method under which the
unadjusted depreciable basis and the depreciation reserve of the asset as of the beginning of the
year of change are accounted for using the proposed method of accounting.
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(1) If the change specified in section 6.12(3)(a)(i) of this revenue procedure is a change to a
single asset account, the new single asset account must include a beginning balance for both the
unadjusted depreciable basis and the depreciation reserve of the asset included in that single asset
account.

(i1) If the change specified in section 6.12(3)(a)(i) or (ii) of this revenue procedure is a change
to a multiple asset account (either a new one or a different grouping), the multiple asset account
must include a beginning balance for both the unadjusted depreciable basis and the depreciation
reserve. The beginning balance for the unadjusted depreciable basis of each multiple asset account
is equal to the sum of the unadjusted depreciable bases as of the beginning of the year of change
for all assets included in that multiple asset account. The beginning balance of the depreciation
reserve of each multiple asset account is equal to the sum of the greater of the depreciation allowed
or allowable as of the beginning of the year of change for all assets included in that multiple asset
account.

(iii) The change specified in section 6.12(3)(b)(i) of this revenue procedure requires the general
asset account to include a beginning balance for both the unadjusted depreciable basis and the
depreciation reserve. The beginning balance for the unadjusted depreciable basis of each general
asset account is equal to the sum of the unadjusted depreciable bases as of the beginning of the
year of change for all assets included in that general asset account. The beginning balance of
the depreciation reserve of each general asset account is equal to the sum of the greater of the
depreciation allowed or allowable as of the beginning of the year of change for all assets included
in that general asset account.

(b) The changes in methods of accounting specified in section 6.12(3)(a)(iii), (vi), (ix), and
(x) and section 6.12(3)(b)(ii), (v), and (viii) of this revenue procedure are made using a cut-off
method and apply to dispositions occurring on or after the beginning of the year of change.

(c) Even though the changes in methods of accounting specified in section 6.12(3)(a)(iv), (v),
(vii), and (viii) and section 6.12(3)(b)(iii), (iv), (vi), and (vii) of this revenue procedure are changes
from one permissible method of accounting to another permissible method of accounting, these
changes are made with a § 481(a) adjustment. However, see section 6.12(4)(f) of this revenue
procedure for an exception. For the changes in methods of accounting specified in section 6.12(3)
(b)(iii), (iv), (vi), and (vii) of this revenue procedure, the § 481(a) adjustment should be zero
unless § 1.168(i)-1(e)(3) applies to the asset subject to the change.

(d) A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue procedure, is
required to complete only the following information on Form 3115 (Rev. December 2018) to
make this change:

(1) The identification section of page 1 (above Part I);

(i1) The signature section at the bottom of page 1;

(iii) Part I;

(iv) Part 11, all lines except lines 13, 15b, 16, 17, and 19 if the qualified small taxpayer is not
making a change in method of accounting specified in section 6.12(3)(a)(ix) and (x) and section
6.12(3)(b)(viii) of this revenue procedure;
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(v) Part II, all lines except lines 13, 15b, 16¢, 17, and 19 if the qualified small taxpayer is
making a change in method of accounting specified in section 6.12(3)(a)(ix) or (x) or section
6.12(3)(b)(viii) of this revenue procedure;

(vi) Part IV; and
(vii) Schedule E.

(e) If any asset subject to this change is public utility property within the meaning of § 168(i)
(10), a taxpayer (including a qualified small taxpayer) making this change must attach to its
Form 3115 a statement providing that the taxpayer agrees to the following additional terms and
conditions:

(i) A normalization method of accounting (within the meaning of § 168(i)(9)) will be used for
the public utility property subject to the change;

(i1) As of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar account in the taxpayer’s regulatory books of account by the amount of the
deferral of federal income tax liability associated with the § 481(a) adjustment applicable to a
change in method of accounting specified in section 6.12(3)(a)(iv), (v), (vii), or (viii) or section
6.12(3)(b)(iii), (iv), (vi), or (vii) of this revenue procedure made for the public utility property
subject to the change; and

(iii) Within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed Form 3115 to any regulatory body having
jurisdiction over the public utility property subject to the change.

(f) A taxpayer that met the scope requirements of section 4 of Rev. Proc. 2015-20, 2015-9
L.R.B. 694, and that changed its method of accounting under section 6.37(3)(a)(iv), (a)(v), (a)
(vii), or (a)(viii) of Rev. Proc. 2015-14 (which is now section 6.12(3)(a)(iv), (a)(v), (a)(vii), or
(a)(viii) of this revenue procedure) by following section 5 of Rev. Proc. 2015-20 is required to
calculate a § 481(a) adjustment as of the first day of the year of change that takes into account only
dispositions in taxable years beginning on or after January 1, 2014.

(5) No audit protection. A taxpayer calculating a § 481(a) adjustment under section 6.12(4)(f) of
this revenue procedure that takes into account only dispositions in taxable years beginning on or
after January 1, 2014, does not receive audit protection under section 8.01 of Rev. Proc. 2015-13
for dispositions subject to a change under section 6.12(3)(a)(iv), (a)(v), (a)(vii), or (a)(viii) of this
revenue procedure in taxable years beginning before January 1, 2014. See section 5.03 of Rev.
Proc. 2015-20.

(6) Concurrent change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets. If the change for more than one asset included in that
Form 3115 is specified in section 6.12(3)(a)(iv), (v), (vii), or (viii) or section 6.12(3)(b)(iii), (iv),
(vi), or (vii) of this revenue procedure, the single Form 3115 also should provide a single net
§ 481(a) adjustment for all such changes. If one or more changes specified in section 6.12(3)(a)
(iv), (v), (vii), or (viii) or section 6.12(3)(b)(iii), (iv), (vi), or (vii) of this revenue procedure in
that single Form 3115 generate a negative § 481(a) adjustment and other changes specified in
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section 6.12(3)(a)(iv), (v), (vii), or (viii) or section 6.12(3)(b)(iii), (iv), (vi), or (vii) of this revenue
procedure in that same Form 3115 generate a positive § 481(a) adjustment, the taxpayer may
provide a single negative § 481(a) adjustment for all such changes that are included in that Form
3115 generating such negative adjustment and a single positive § 481(a) adjustment for all such
changes that are included in that Form 3115 generating such positive adjustment.

(b) A taxpayer making this change and any change listed in section 6.12(6)(b)(i)-(iv) of this
revenue procedure for the same year of change should file a single Form 3115 for all such changes
and must enter the designated automatic accounting method change numbers for the changes
on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13 for
information on making concurrent changes. For example, a qualified small taxpayer must include
on the single Form 3115 the information required to be completed on Form 3115 by a qualified
small taxpayer under this revenue procedure for each change in method of accounting included on
that Form 3115. The listed changes are:

(i) A change under section 6.01 of this revenue procedure;

(i1) A change under section 6.13 of this revenue procedure;

(iii) A change under section 6.14 of this revenue procedure;

(iv) A change under section 6.15 of this revenue procedure; and

(v) A change under section 11.07(3)(c) of this revenue procedure.

(7) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to a method of accounting under this section 6.12
is “200.”

(8) Contact information. For further information regarding a change under this section, contact
Patrick Clinton at (202) 317-7005 (not a toll-free number).

.13 Disposition of a building or structural component (§ 168, § 1.168(i)-8).

(1) Description of change.

(a) Applicability. This change, as described in Rev. Proc. 2014-54, 2014-41 I.R.B. 675, applies
to a taxpayer that wants to make a change in method of accounting that is specified in section
6.13(3) of this revenue procedure for disposing of a building or a structural component or disposing
of a portion of a building (including its structural components) to which the partial disposition
rule in § 1.168(1)-8(d)(1) applies. These specified changes are consistent with §§ 1.168(i)-8(b)
(2), 1.168(1)-8(c)(4)(i1)(A), (B), and (D), 1.168(i)-8(f), and 1.168(i)-8(g), as applicable. This
change also affects the determination of gain or loss from disposing of the building, the structural
component, or the portion of the building (including its structural components) and may affect
whether the taxpayer must capitalize amounts paid to restore a unit of property (as determined
under § 1.263(a)-3(e) or (f)) under § 1.263(a)-3(k).

(b) Inapplicability. This change does not apply to the following:
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(i) Any asset (as determined under § 1.168(i)-8(c)(4)) that is not depreciated under § 168 under
the taxpayer’s present method of accounting and, if applicable, under the taxpayer’s proposed
method of accounting;

(i1) Any asset subject to a general asset account election under § 168(i)(4) and the regulations
thereunder (but see section 6.15 of this revenue procedure for making a change in method of
accounting for dispositions of tangible depreciable assets subject to a general asset account
election);

(iii) Any multiple buildings, condominium units, or cooperative units that are treated as a single
building under the taxpayer’s present method of accounting, or will be treated as a single building
under the taxpayer’s proposed method of accounting, pursuant to § 1.1250-1(a)(2)(ii);

(iv) Any disposition of a portion of an asset in a transaction described in the last sentence in
§ 1.168(1)-8(d)(1) for which the taxpayer did not make a partial disposition election in accordance
with § 1.168(1)-8(d)(2)(ii), (iii), or (iv), as applicable (but see section 6.10 of this revenue procedure
for making a partial disposition election pursuant to § 1.168(i)-8(d)(2)(iii)); or

(v) Any demolition of a structure to which § 280B and § 1.280B-1 apply.

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 .R.B. 419, does not apply to a taxpayer making this change.

(3) Covered changes. This section 6.13 only applies to the following changes in methods of
accounting for a building (including its structural components), condominium unit (including its
structural components), cooperative unit (including its structural components), or an improvement
or addition (including its structural components) thereto:

(a) For purposes of applying § 1.168(i)-8(c)(4) (determination of asset disposed of), a change
to the appropriate asset as determined under § 1.168(i)-8(c)(4)(ii)(A), (B), or (D), as applicable;

(b) If the taxpayer makes the change specified in section 6.13(3)(a) of this revenue procedure,
and if the taxpayer disposed of the asset as determined under section 6.13(3)(a) of this revenue
procedure in a taxable year prior to the year of change but under its present method of accounting
continues to deduct depreciation for such disposed asset, a change from depreciating the disposed
asset to recognizing gain or loss upon disposition or, if § 280B and § 1.280B-1 apply to the
disposition, change from depreciating such disposed asset to capitalizing the loss sustained on
account of the demolition to the land on which the demolished structure was located;

(c) If the taxpayer makes the change specified in section 6.13(3)(a) of this revenue procedure,
and if the taxpayer disposed of a portion of the asset as determined under section 6.13(3)(a) of
this revenue procedure in a transaction described in the first sentence in § 1.168(i)-8(d)(1) in a
taxable year prior to the year of change but under its present method of accounting continues to
deduct depreciation for such disposed portion, a change from depreciating the disposed portion to
recognizing gain or loss upon disposition or, if § 280B and § 1.280B-1 apply to the disposition,
change from depreciating such disposed portion to capitalizing the loss sustained on account of
the demolition to the land on which the demolished structure was located;

(d) If the taxpayer’s present method of accounting for its buildings (including their structural
components), condominium units (including their structural components), cooperative units
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(including their structural components), and improvements or additions (including its structural
components) thereto that are depreciated under § 168 is in accord with § 1.168(i)-8(c)(4)(ii)(A),
(B), and (D), and if the taxpayer disposed of an asset as determined under § 1.168(1)-8(c)(4)(ii)
(A), (B), or (D), as applicable, in a taxable year prior to the year of change but under its present
method of accounting continues to deduct depreciation for such disposed asset, a change from
depreciating the disposed asset to recognizing gain or loss upon disposition or, if § 280B and
§ 1.280B-1 apply to the disposition, change from depreciating such disposed asset to capitalizing
the loss sustained on account of the demolition to the land on which the demolished structure was
located;

(e) If the taxpayer’s present method of accounting for its buildings (including their structural
components), condominium units (including their structural components), cooperative units
(including their structural components), and improvements or additions (including its structural
components) thereto that are depreciated under § 168 is in accord with § 1.168(i)-8(c)(4)(ii)
(A), (B), and (D), and if the taxpayer disposed of a portion of an asset as determined under
§ 1.168(1)-8(c)(4)(i1)(A), (B), or (D), as applicable, in a transaction described in the first sentence
in § 1.168(1)-8(d)(1) in a taxable year prior to the year of change but under its present method of
accounting continues to deduct depreciation for such disposed portion, a change from depreciating
the disposed portion to recognizing gain or loss upon disposition or, if § 280B and § 1.280B-1
apply to the disposition, change from depreciating such disposed portion to capitalizing the loss
sustained on account of the demolition to the land on which the demolished structure was located;

(f) A change in the method of identifying which assets in multiple asset accounts or which
portions of assets have been disposed of from a method of accounting not specified in § 1.168(i)-
8(g)(1) or (2)(1), (i), or (iii) (for example, the last-in, first-out (LIFO) method of accounting) to a
method of accounting specified in § 1.168(i)-8(g)(1) or (2)(i), (ii), or (iii), as applicable;

(g) If § 1.168(1)-8(f)(2) applies (disposition of an asset in a multiple asset account) and
it is practicable from the taxpayer’s records to determine the unadjusted depreciable basis of
the disposed asset, a change in the method of determining the unadjusted depreciable basis of
the disposed asset from a method of not using the taxpayer’s records to a method of using the
taxpayer’s records;

(h) If § 1.168(i)-8(f)(2) applies (disposition of an asset in a multiple asset account) and it is
impracticable from the taxpayer’s records to determine the unadjusted depreciable basis of the
disposed asset, a change in the method of determining the unadjusted depreciable basis of all
assets in the same multiple asset account from an unreasonable method (for example, discounting
the cost of the replacement asset to its placed-in-service year cost using the Consumer Price
Index) to a reasonable method;

(1) If § 1.168(1)-8(f)(3) applies (disposition of a portion of an asset) and it is practicable from
the taxpayer’s records to determine the unadjusted depreciable basis of the disposed portion of
the asset, a change in the method of determining the unadjusted depreciable basis of the disposed
portion of the asset from a method of not using the taxpayer’s records to a method of using the
taxpayer’s records;

() If § 1.168(1)-8(f)(3) applies (disposition of a portion of an asset) and it is impracticable from
the taxpayer’s records to determine the unadjusted depreciable basis of the disposed portion of
the asset, a change in the method of determining the unadjusted depreciable basis of the disposed
portion of the asset from an unreasonable method (for example, discounting the cost of the
replacement portion of the asset to its placed-in-service year cost using the Consumer Price Index)
to a reasonable method; or
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(k) A change from recognizing gain or loss under § 1.168(i)-8T upon the disposition of an asset
(as determined under § 1.168(i)-8(c)(4)(ii)(A), (B), or (D), as applicable) included in a general
asset account to recognizing gain or loss upon the disposition of the same asset under § 1.168(i)-
8 if: (A) the taxpayer made the change specified in section 6.11 of Rev. Proc. 2016-29, 2016-
21 L.R.B. 880, section 6.34 of Rev. Proc. 2015-14, 2015-5 I.R.B. 450, or section 6.34 of the
APPENDIX to Rev. Proc. 2011-14, 2011-4 I.R.B. 330, as clarified and modified by Rev. Proc.
2012-39, 2012-41 I.R.B. 470, Rev. Proc. 2014-17, 2014-12 I.R.B. 661, and Rev. Proc. 2014-54,
2014-41 I.R.B. 675 (revocation of a general asset account election); (B) the taxpayer made a
qualifying disposition election under § 1.168(i)-1T(e)(3)(iii) in a taxable year prior to the year of
change for the disposition of such asset; (C) the taxpayer’s present method of accounting for such
asset is in accord with § 1.168(1)-8(c)(4)(ii)(A), (B), or (D), as applicable; and (D) the taxpayer
recognized a gain or loss under § 1.168(i)-8T upon the disposition of such asset in a taxable year
prior to the year of change.

(4) Examples. The following examples illustrate the covered changes specified in section
6.13(3) of this revenue procedure.

(a) Example 1. X, a calendar-year taxpayer, acquired and placed in service a building and its structural components in
2000. In 2005, X constructed and placed in service an addition to this building. X depreciates the building, the addition, and
their structural components under § 168. A change by X to treat the original building (including its structural components)
as an asset and the addition to the building (including the structural components of such addition) as a separate asset for
disposition purposes is a change described in section 6.13(3)(a) of this revenue procedure solely for purposes of § 1.168(i)-

8(c)(4).

(b) Example 2.Y, a calendar year taxpayer, acquired and placed in service a building and its structural components in
1990. Y depreciates this building and its structural components under § 168. In 2000, a tornado damaged the roof and,
as a result, Y replaced the entire roof of the building. Y did not recognize a loss on the retirement of the original roof and
continues to depreciate the original roof. Y also capitalized the cost of the replacement roof and has been depreciating this
roof under § 168 since 2000. Because the original roof was disposed of as a result of a casualty event described in § 165,
a change by Y from depreciating the original roof to recognizing a loss upon its retirement is a covered change described
in section 6.13(3)(e) of this revenue procedure solely for purposes of § 1.168(i)-8.

(¢) Example 3. The facts are the same as in Example 2, except a tornado did not occur, but Y still replaced the entire roof
of the building in 2000. Because the original roof was not disposed of as a result of any of the events described in the first
sentence in § 1.168(i)-8(d)(1) that require a partial disposition, a partial disposition election must be made to change from
depreciating the original roof to recognizing a loss upon its retirement. Pursuant to section 6.13(1)(b)(iv) of this revenue
procedure, section 6.13 does not apply to the disposition of the original roof in 2000.

(5) Manner of making change.

(a) A taxpayer (including a qualified small taxpayer as defined in section 6.01(4)(b) of this
revenue procedure) making this change must attach to its Form 3115 a statement with the following:

(1) A description of the assets to which this change applies;

(i1) If the taxpayer is making a change specified in section 6.13(3)(a) of this revenue procedure,
a description of the assets for disposition purposes under the taxpayer’s present and proposed
methods of accounting;

(iii) If the taxpayer is making the change specified in section 6.13(3)(f) of this revenue
procedure, a description of the methods of identifying which assets have been disposed of under
the taxpayer’s present and proposed methods of accounting;
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(iv) If the taxpayer is making the change specified in section 6.13(3)(h) or (j) of this revenue
procedure, a description of the methods of determining the unadjusted depreciable basis of the
disposed asset or disposed portion of the asset, as applicable, under the taxpayer’s present and
proposed methods of accounting; and

(v) If any asset is public utility property within the meaning of § 168(i)(10), a statement
providing that the taxpayer agrees to the following additional terms and conditions:

(A) A normalization method of accounting (within the meaning of § 168(i)(9)) will be used for
the public utility property subject to the application;

(B) As of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar account in the taxpayer’s regulatory books of account by the amount of the
deferral of federal income tax liability associated with the § 481(a) adjustment applicable to the
public utility property subject to the application; and

(C) Within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed application to any regulatory body having
jurisdiction over the public utility property subject to the application.

(b) A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue procedure, is
required to complete only the following information on Form 3115 (Rev. December 2018) to
make this change:

(1) The identification section of page 1 (above Part I);
(i1) The signature section at the bottom of page 1;
(iii) Part I;

(iv) Part 11, all lines except lines 13, 15b, 16, 17, and 19 if the qualified small taxpayer is not
making a change in method of accounting specified in section 6.13(3)(h) and (j) of this revenue
procedure;

(v) Part II, all lines except lines 13, 15b, 16¢, 17, and 19 if the qualified small taxpayer is making
a change in method of accounting specified in section 6.13(3)(h) or (j) of this revenue procedure;

(vi) Part IV, all lines except line 25; and
(vii) Schedule E.

(6) No ruling on asset. The consent granted under section 9 of Rev. Proc. 2015-13 for a
change specified in section 6.13(3)(a) of this revenue procedure is not a determination by the
Commissioner that the taxpayer is using the appropriate asset under § 1.168(i)-8(c)(4) for
determining what asset is disposed of by the taxpayer and does not create any presumption that
the proposed asset is permissible under § 1.168(i)-8(c)(4). The director will ascertain whether the
taxpayer’s determination of its asset under § 1.168(i)-8(c)(4) is permissible.
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(7) Section 481(a) adjustment.

(a) A taxpayer changing its method of accounting under this section 6.13 may use statistical
sampling in determining the § 481(a) adjustment by following the guidance provided in Rev. Proc.
2011-42,2011-37 L.R.B. 318.

(b) A taxpayer that met the scope requirements of section 4 of Rev. Proc. 2015-20,2015-9 I.R.B.
694, and that changed its method of accounting under section 6.38 of Rev. Proc. 2015-14 (which
is now this section 6.13) by following section 5 of Rev. Proc. 2015-20 is required to calculate a
section § 481(a) adjustment as of the first day of the year of change that takes into account only
dispositions in taxable years beginning on or after January 1, 2014.

(8) Section 481(a) adjustment period.

(a) A taxpayer must take the entire amount of the § 481(a) adjustment into account in computing
taxable income for the year of change:

(1) If the taxpayer is making the change specified in section 6.13(3)(a) of this revenue procedure
and if the taxpayer recognized a gain or loss under § 1.168(i)-8T on the disposition of the asset (or
if applicable, a portion thereof) in a taxable year prior to the year of change;

(i1) If the taxpayer is making the change specified in section 6.13(3)(k) of this revenue procedure;
or

(iii) If the taxpayer is a qualified taxpayer as defined in section 4.01 of Rev. Proc. 2015-56,
2015-49 I.R.B. 827, and that is within the scope of section 3 of Rev. Proc. 2015-56, and is making
the change specified in section 5.02(5)(b) of Rev. Proc. 2015-56 on or before the first taxable year
that the qualified taxpayer uses the remodel-refresh safe harbor provided in section 5.02 of Rev.
Proc. 2015-56.

(b) If section 6.13(8)(a) of this revenue procedure does not apply, see section 7.03 of Rev. Proc.
2015-13 for the § 481(a) adjustment period.

() Example. (1) Y, a fiscal year taxpayer with a taxable year beginning December 1 and ending November 30, acquired
and placed in service a building and its structural components in 2000. Y depreciates this building and its structural
components under § 168. The roof is a structural component of the building. Y replaced the entire roof in June 2010. On
its federal tax return for the taxable year ended November 30, 2010, Y did not recognize a loss on the retirement of the
original roof and continues to depreciate the original roof. Y also capitalized the cost of the replacement roof and has been
depreciating this roof under § 168 since June 2010. The adjusted depreciable basis of the original roof at the time of its
retirement in 2010 (taking into account the applicable convention) is $11,000, and Y claimed depreciation of $1,000 for
such roof after its retirement (taking into account the applicable convention) and before the taxable year ended November
30, 2013 (2012 taxable year). Also the 12-month allowable depreciation deduction for the original roof is $500 for the
2012 taxable year, $500 for the taxable year ended November 30, 2014 (2013 taxable year), and $500 for the taxable year
ended November 30, 2015 (2014 taxable year).

(i1) In accordance with § 1.168(1)-8T(c)(4)(ii)(A) and (B) and section 6.29(3)(a) and (b) of the APPENDIX to Rev.
Proc. 2011-14, as modified by Rev. Proc. 2012-20, 2012-14 I.R.B. 700, Y filed with its federal income tax return for
the taxable year ended November 30, 2013, a Form 3115 to treat the building as an asset and each structural component
of the building as a separate asset for disposition purposes and also to change from depreciating the original roof to
recognizing a loss upon its retirement. The amount of the net negative § 481(a) adjustment on this Form 3115 is $10,000
(adjusted depreciable basis of $11,000 for the original roof at the time of its retirement (taking into account the applicable
convention) less depreciation of $1,000 claimed for such roof after its retirement (taking into account the applicable
convention) and before the 2012 taxable year).
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(ii1) Y complies with § 1.168(i)-8 beginning with its taxable year ended November 30, 2016 (2015 taxable year). For
Y’s 2015 taxable year, the late partial disposition election under section 6.10 of Rev. Proc. 2016-29 does not apply. Y
also decides not to file a private letter ruling requesting an extension of time under § 301.9100-3 of the Procedure and
Administration Regulations to make a partial disposition election for the original roof. In accordance with section 6.13(3)
(a) of this revenue procedure, Y files a Form 3115 with its federal income tax return for the 2015 taxable year to change
to treating the original building (including its original roof and other original structural components) as an asset and the
replacement roof as a separate asset for disposition purposes. Because the late partial disposition election under section
6.10 of Rev. Proc. 2016-29 does not apply for Y’s 2015 taxable year and Y did not receive a private letter ruling granting
an extension of time under § 301.9100-3 to make a partial disposition election for the original roof, Y does not recognize
the net loss of $10,000 upon the retirement of the original roof under § 1.168(i)-8 and Y will continue to depreciate the
original roof. Thus, the net positive § 481(a) adjustment for this change is $8,500 (net loss of $10,000 claimed on the 2012
return for the retirement of the original roof less depreciation of $1,500 for the original roof for the 2012, 2013, and 2014
taxable years) and is included in Y’s taxable income for the 2015 taxable year.

(9) No audit protection. A taxpayer calculating a § 481(a) adjustment under section 6.13(7)(b)
of this revenue procedure that takes into account only dispositions in taxable years beginning on
or after January 1, 2014, does not receive audit protection under section 8.01 of Rev. Proc. 2015-
13 for dispositions subject to a change under this section 6.13 in taxable years beginning before
January 1, 2014. See section 5.04 of Rev. Proc. 2015-20.

(10) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all
the changes included in that Form 3115. If one or more of the changes in that single Form 3115
generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate a
positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such negative adjustment and
a single positive § 481(a) adjustment for all the changes that are included in that Form 3115
generating such positive adjustment.

(b) A taxpayer making this change and any change listed in section 6.13(10)(b)(i)-(iv) of this
revenue procedure for the same year of change should file a single Form 3115 for all of such
changes and must enter the designated automatic accounting method change numbers for the
changes on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13
for information on making concurrent changes. For example, a qualified small taxpayer must
include on the single Form 3115 the information required to be completed on Form 3115 by a
qualified small taxpayer under this revenue procedure for each change in method of accounting
included on that Form 3115. The listed changes are:

(i) A change under section 6.01 of this revenue procedure;

(i1) A change under section 6.12 of this revenue procedure;

(iii) A change under section 6.14 of this revenue procedure; and

(iv) A change under section 6.15 of this revenue procedure.

(11) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.13 is “205.”
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(12) Contact information. For further information regarding a change under this section, contact
Patrick Clinton at (202) 317-7005 (not a toll-free number).

.14 Dispositions of tangible depreciable assets (other than a building or its structural
components) (§ 168, § 1.168(i)-8).

(1) Description of change.

(a) Applicability. This change, as described in Rev. Proc. 2014-54, 2014-41 L.R.B. 675,
applies to a taxpayer that wants to make a change in method of accounting that is specified in
section 6.14(3) of this revenue procedure for disposing of § 1245 property or a depreciable land
improvement or disposing of a portion of § 1245 property or a depreciable land improvement
to which the partial disposition rule in § 1.168(i)-8(d)(1) applies. These specified changes are
consistent with §§ 1.168(1)-8(c)(4)(i), 1.168(1)-8(c)(4)(i1)(C) and (D), 1.168(i)-8(f), and 1.168(i)-
8(g), as applicable. This change also affects the determination of gain or loss from disposing of
the § 1245 property, the depreciable land improvement, or a portion of the § 1245 property or
depreciable land improvement, and may affect whether the taxpayer must capitalize amounts paid
to restore a unit of property (as determined under § 1.263(a)-3(e) or (f)) under § 1.263(a)-3(k).

(b) Inapplicability. This change does not apply to the following:

(i) Any asset (as determined under § 1.168(i)-8(c)(4)) that is not depreciated under § 168 under
the taxpayer’s present method of accounting and, if applicable, under the taxpayer’s proposed
method of accounting;

(i) Any building (including its structural components), condominium unit (including its
structural components), cooperative unit (including its structural components), or an improvement
or addition (including its structural components) thereto (but see section 6.13 of this revenue
procedure for making this change);

(iii) Any asset subject to a general asset account election under § 168(i)(4) and the regulations
thereunder (but see section 6.15 of this revenue procedure for making a change for dispositions of
tangible depreciable assets subject to a general asset account election); or

(iv) Any disposition of a portion of an asset in a transaction described in the last sentence in
§ 1.168(i)-8(d)(1) for which the taxpayer did not make a partial disposition election in accordance
with § 1.168(1)-8(d)(2)(ii), (iii), or (iv), as applicable (but see section 6.10 of this revenue procedure
for making a partial disposition election pursuant to § 1.168(i)-8(d)(2)(iii)).

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 I.LR.B. 419, does not apply to a taxpayer making this change.

(3) Covered changes. This section 6.14 only applies to the following changes in methods of
accounting for a § 1245 property, a depreciable land improvement, or an improvement or addition
thereto:

(a) For purposes of applying § 1.168(i)-8(c)(4) (determination of asset disposed of), a change
to the appropriate asset as determined under § 1.168(i)-8(c)(4)(i), (i1)(C), or (ii)(D), as applicable;
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(b) If the taxpayer makes the change specified in section 6.14(3)(a) of this revenue procedure,
and if the taxpayer disposed of the asset as determined under section 6.14(3)(a) of this revenue
procedure in a taxable year prior to the year of change but continues to deduct depreciation for such
disposed asset under the taxpayer’s present method of accounting, a change from depreciating the
disposed asset to recognizing gain or loss upon disposition;

(c) If the taxpayer makes the change specified in section 6.14(3)(a) of this revenue procedure,
and if the taxpayer disposed of a portion of the asset as determined under section 6.14(3)(a) of
this revenue procedure in a transaction described in the first sentence in § 1.168(i)-8(d)(1) in a
taxable year prior to the year of change but under its present method of accounting continues to
deduct depreciation for such disposed portion, a change from depreciating the disposed portion to
recognizing gain or loss upon disposition;

(d) If the taxpayer’s present method of accounting for its § 1245 property, depreciable land
improvements, or improvements or additions thereto is in accord with § 1.168(i)-8(c)(4)(i) or (ii),
as applicable, and if the taxpayer disposed of an asset as determined under § 1.168(i)-8(c)(4)(i)
or (ii), as applicable, in a taxable year prior to the year of change but under its present method of
accounting continues to deduct depreciation for this disposed asset, a change from depreciating
the disposed asset to recognizing gain or loss upon disposition;

(e) If the taxpayer’s present method of accounting for its § 1245 property, depreciable land
improvements, or improvements or additions thereto is in accord with § 1.168(i)-8(c)(4)(i) or (ii),
as applicable, and if the taxpayer disposed of a portion of an asset as determined under § 1.168(i)-
8(c)(4)(i) or (ii), as applicable, in a transaction described in the first sentence in § 1.168(1)-8(d)(1)
in a taxable year prior to the year of change but under its present method of accounting continues
to deduct depreciation for such disposed portion, a change from depreciating the disposed portion
to recognizing gain or loss upon disposition;

(f) A change in the method of identifying which assets in multiple asset accounts or which
portions of assets have been disposed of from a method of accounting not specified in § 1.168(i)-
8(g)(1) or (2)(1), (ii), or (iii) (for example, the last-in, first-out (LIFO) method of accounting) to a
method of accounting specified in § 1.168(i)-8(g)(1) or (2)(1), (ii), or (iii), as applicable;

(g) If § 1.168(1)-8(f)(2) applies (disposition of an asset in a multiple asset account) and
it is practicable from the taxpayer’s records to determine the unadjusted depreciable basis of
the disposed asset, a change in the method of determining the unadjusted depreciable basis of
the disposed asset from a method of not using the taxpayer’s records to a method of using the
taxpayer’s records;

(h) If § 1.168(1)-8(f)(2) applies (disposition of an asset in a multiple asset account) and it is
impracticable from the taxpayer’s records to determine the unadjusted depreciable basis of the
disposed asset, a change in the method of determining the unadjusted depreciable basis of all
assets in the same multiple asset account from an unreasonable method (for example, discounting
the cost of the replacement asset to its placed-in-service year cost using the Consumer Price
Index) to a reasonable method;

(1) If § 1.168(1)-8(f)(3) applies (disposition of a portion of an asset) and it is practicable from
the taxpayer’s records to determine the unadjusted depreciable basis of the disposed portion of
the asset, a change in the method of determining the unadjusted depreciable basis of the disposed
portion of the asset from a method of not using the taxpayer’s records to a method of using the
taxpayer’s records;
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() If § 1.168(1)-8(f)(3) applies (disposition of a portion of an asset) and it is impracticable from
the taxpayer’s records to determine the unadjusted depreciable basis of the disposed portion of
the asset, a change in the method of determining the unadjusted depreciable basis of the disposed
portion of the asset from an unreasonable method (for example, discounting the cost of the
replacement portion of the asset to its placed-in-service year cost using the Consumer Price Index)
to a reasonable method; or

(k) A change from recognizing gain or loss under § 1.168(i)-8T upon the disposition of a section
1245 property, depreciable land improvement, or improvement or addition thereto included
in a general asset account to recognizing gain or loss upon the disposition of the same asset
under § 1.168(i)-8 if: (A) the taxpayer made the change specified in section 6.11 of Rev. Proc.
2016-29, section 6.34 of Rev. Proc. 2015-14, or section 6.34 of the APPENDIX to Rev. Proc.
2011-14 (revocation of a general asset account election); (B) the taxpayer made a qualifying
disposition election under § 1.168(i)-1T(e)(3)(iii) in a taxable year prior to the year of change for
the disposition of such asset; (C) the taxpayer’s present method of accounting for such asset is
in accord with § 1.168(1)-8(c)(4)(i) or (ii), as applicable; and (D) the taxpayer recognized a gain
or loss under § 1.168(i)-8T on the disposition of such asset in a taxable year prior to the year of
change.

(4) Manner of making change.

(a) A taxpayer (including a qualified small taxpayer as defined in section 6.01(4)(b) of this
revenue procedure) making this change must attach to its Form 3115 a statement with the following:

(1) A description of the assets to which this change applies;

(i1) If the taxpayer is making a change specified in section 6.14(3)(a) of this revenue procedure,
a description of the assets for disposition purposes under the taxpayer’s present and proposed
methods of accounting;

(iii) If the taxpayer is making the change specified in section 6.14(3)(f) of this revenue
procedure, a description of the methods of identifying which assets have been disposed of under
the taxpayer’s present and proposed methods of accounting;

(iv) If the taxpayer is making the change specified in section 6.14(3)(h) or (j) of this revenue
procedure, a description of the methods of determining the unadjusted depreciable basis of the
disposed asset or disposed portion of the asset, as applicable, under the taxpayer’s present and
proposed methods of accounting; and

(v) If any asset is public utility property within the meaning of § 168(i)(10), a statement
providing that the taxpayer agrees to the following additional terms and conditions:

(A) A normalization method of accounting (within the meaning of § 168(i)(9)) will be used for
the public utility property subject to the application;

(B) As of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar account in the taxpayer’s regulatory books of account by the amount of the
deferral of federal income tax liability associated with the § 481(a) adjustment applicable to the
public utility property subject to the application; and
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(C) Within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed application to any regulatory body having
jurisdiction over the public utility property subject to the application.

(b) A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue procedure, is
required to complete only the following information on Form 3115 (Rev. December 2018) to
make this change:

(1) The identification section of page 1 (above Part I);
(i1) The signature section at the bottom of page 1;
(iii) Part I;

(iv) Part II, all lines except lines 13, 15b, 16, 17, and 19 if the qualified small taxpayer is not
making a change in method of accounting specified in section 6.14(3)(h) and (j) of this revenue
procedure;

(v) Part II, all lines except lines 13, 15b, 16¢, 17, and 19 if the qualified small taxpayer is making
a change in method of accounting specified in section 6.14(3)(h) or (j) of this revenue procedure;

(vi) Part IV, all lines except line 25; and
(vii) Schedule E.

(5) No ruling on asset. The consent granted under section 9 of Rev. Proc. 2015-13 for a
change specified in section 6.14(3)(a) of this revenue procedure is not a determination by the
Commissioner that the taxpayer is using the appropriate asset under § 1.168(i)-8(c)(4) for
determining what asset is disposed of by the taxpayer and does not create any presumption that
the proposed asset is permissible under § 1.168(i)-8(c)(4). The director will ascertain whether the
taxpayer’s determination of its asset under § 1.168(i)-8(c)(4) is permissible.

(6) Section 481(a) adjustment.

(a) A taxpayer changing its method of accounting under section 6.14 of the revenue procedure
may use statistical sampling in determining the § 481(a) adjustment by following the guidance
provided in Rev. Proc. 2011-42, 2011-37 .LR.B. 318.

(b) A taxpayer that met the scope requirements of section 4 of Rev. Proc. 2015-20, 2015-9 I.R.B.
694, and that changed its method of accounting under section 6.39 of Rev. Proc. 2015-14 (which
is now this section 6.14) by following section 5 of Rev. Proc. 2015-20 is required to calculate a
section § 481(a) adjustment as of the first day of the year of change that takes into account only
dispositions in taxable years beginning on or after January 1, 2014.

(7) Section 481(a) adjustment period.

(a) A taxpayer must take the entire amount of the § 481(a) adjustment into account in computing
taxable income for the year of change:
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(1) If the taxpayer is making the change specified in section 6.14(3)(a) of this revenue procedure
and if the taxpayer recognized a gain or loss under § 1.168(i)-8T on the disposition of the § 1245
property, depreciable land improvement, or improvement or addition thereto (or if applicable, a
portion of such asset) in a taxable year prior to the year of change; or

(i1) If the taxpayer is making the change specified in section 6.14(3)(k) of this revenue procedure.

(b) If section 6.14(7)(a) of this revenue procedure does not apply, see section 7.03 of Rev. Proc.
2015-13 for the § 481(a) adjustment period.

(8) No audit protection. A taxpayer calculating a § 481(a) adjustment under section 6.14(6)(b)
of this revenue procedure that takes into account only dispositions in taxable years beginning on
or after January 1, 2014, does not receive audit protection under section 8.01 of Rev. Proc. 2015-
13 for dispositions subject to a change under this section 6.14 in taxable years beginning before
January 1, 2014. See section 5.05 of Rev. Proc. 2015-20.

(9) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all
the changes included in that Form 3115. If one or more of the changes in that single Form 3115
generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate a
positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such negative adjustment and
a single positive § 481(a) adjustment for all the changes that are included in that Form 3115
generating such positive adjustment.

(b) A taxpayer making this change and any change listed in section 6.14(9)(b)(i)-(iv) of this
revenue procedure for the same year of change should file a single Form 3115 for all of such
changes and must enter the designated automatic accounting method change numbers for the
changes on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13
for information on making concurrent changes. For example, a qualified small taxpayer must
include on the single Form 3115 the information required to be completed on Form 3115 by a
qualified small taxpayer under this revenue procedure for each change in method of accounting
included on that Form 3115. The listed changes are:

(1) A change under section 6.01 of this revenue procedure;

(i1) A change under section 6.12 of this revenue procedure;

(iii) A change under section 6.13 of this revenue procedure; and
(iv) A change under section 6.15 of this revenue procedure.

(10) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.14 is “206.”
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(11) Contact information. For further information regarding a change under this section, contact
Patrick Clinton at (202) 317-7005 (not a toll-free number).

.15 Dispositions of tangible depreciable assets in a general asset account (§ 168(i)(4);
§1.168(i)-1).

(1) Description of change.

(a) Applicability. This change, as described in Rev. Proc. 2014-54, 2014-41 1.R.B. 675, applies
to a taxpayer that wants to make a change in method of accounting that is specified in section
6.15(3) of this revenue procedure for disposing of an asset subject to a general asset account
election under § 168(i)(4) and the regulations thereunder. These specified changes are consistent
with §§ 1.168(i)-1(e)(1), 1.168(i)-1(e)(2)(viii), and 1.168(i)-1(j), as applicable. This change also
may affect the determination of gain or loss from disposing of the asset and may affect whether
the taxpayer must capitalize amounts paid to restore a unit of property (as determined under
§ 1.263(a)-3(e) or (f)) under § 1.263(a)-3(k).

(b) Inapplicability. This change does not apply to the following:

(i) Any asset (as determined under § 1.168(i)-1(e)(2)(viii)) that is not depreciated under
§ 168 under the taxpayer’s present method of accounting and, if applicable, proposed method of
accounting; or

(i1) Any asset not subject to a general asset account election under § 168(i)(4) and the regulations
thereunder (but see sections 6.13 and 6.14 of this revenue procedure for making a change for
dispositions of tangible depreciable assets not subject to a general asset account election).

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13,2015-5 I.LR.B. 419, does not apply to a taxpayer making this change.

(3) Covered changes. This section 6.15 only applies to the following changes in methods
of accounting for an asset subject to a general asset account election under § 168(i)(4) and the
regulations thereunder:

(a) For purposes of applying § 1.168(i)-1(e)(2)(viii) (determination of asset disposed of), a
change to the appropriate asset as determined under § 1.168(i)-1(e)(2)(viii)(A) or (B), as applicable;

(b) A change in the method of identifying which assets or which portions of assets have been
disposed of from a method of accounting not specified in § 1.168(i)-1(j)(2)(i)(A), (B), (C), or
(D) (for example, the last-in, first-out (LIFO) method of accounting) to a method of accounting
specified in § 1.168(1)-1(G)(2)(1)(A), (B), (C), or (D), as applicable;

(c) If § 1.168(1)-1(j)(3) applies (basis of disposed asset or disposed portion of an asset) and
it is practicable from the taxpayer’s records to determine the unadjusted depreciable basis of
the disposed asset or the disposed portion of an asset, as applicable, a change in the method of
determining the unadjusted depreciable basis of the disposed asset or the disposed portion of an
asset, as applicable, from a method of not using the taxpayer’s records to a method of using the
taxpayer’s records; or
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(d) If § 1.168(1)-1()(3) applies (basis of disposed asset or disposed portion of an asset) and
it is impracticable from the taxpayer’s records to determine the unadjusted depreciable basis of
the disposed asset or the disposed portion of an asset, as applicable, a change in the method of
determining the unadjusted depreciable basis of all assets in the same general asset account from
an unreasonable method (for example, discounting the cost of the replacement asset to its placed-
in-service year cost using the Consumer Price Index) to a reasonable method.

(4) Manner of making change.

(a) A taxpayer (including a qualified small taxpayer as defined in section 6.01(4)(b) of this
revenue procedure) making this change must attach to its Form 3115 a statement with the following:

(1) A description of the assets to which this change applies;

(i1) If the taxpayer is making the change specified in section 6.15(3)(a) of this revenue procedure,
a description of the assets for disposition purposes under the taxpayer’s present and proposed
methods of accounting;

(iii) If the taxpayer is making the change specified in section 6.15(3)(b) of this revenue
procedure, a description of the methods of identifying which assets have been disposed of under
the taxpayer’s present and proposed methods of accounting;

(iv) If the taxpayer is making the change specified in section 6.15(3)(d) of this revenue
procedure, a description of the methods of determining the unadjusted depreciable basis of the
disposed asset or disposed portion of the asset, as applicable, under the taxpayer’s present and
proposed methods of accounting; and

(v) If any asset is public utility property within the meaning of § 168(i)(10), a statement
providing that the taxpayer agrees to the following additional terms and conditions:

(A) A normalization method of accounting (within the meaning of § 168(i)(9)) will be used for
the public utility property subject to the application;

(B) As of the beginning of the year of change, the taxpayer will adjust its deferred tax reserve
account or similar account in the taxpayer’s regulatory books of account by the amount of the
deferral of federal income tax liability associated with the § 481(a) adjustment applicable to the
public utility property subject to the application; and

(C) Within 30 calendar days of filing the federal income tax return for the year of change,
the taxpayer will provide a copy of the completed application to any regulatory body having
jurisdiction over the public utility property subject to the application.

(b) A qualified small taxpayer, as defined in section 6.01(4)(b) of this revenue procedure, is
required to complete only the following information on Form 3115 (Rev. December 2018) to
make this change:

(1) The identification section of page 1 (above Part I);
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(i1) The signature section at the bottom of page 1;

(iii) Part I;

(iv) Part II, all lines except lines 13, 15b, 16, 17, and 19 if the qualified small taxpayer is not
making a change in method of accounting specified in section 6.15(3)(a) and (d) of this revenue
procedure;

(v) Part II, all lines except lines 13, 15b, 16¢, 17, and 19 if the qualified small taxpayer is making
a change in method of accounting specified in section 6.15(3)(a) or (d) of this revenue procedure;

(vi) Part IV, all lines except line 25; and

(vii) Schedule E.

(5) No ruling on asset. The consent granted under section 9 of Rev. Proc. 2015-13 for a
change specified in section 6.15(3)(a) of this revenue procedure is not a determination by the
Commissioner that the taxpayer is using the appropriate asset under § 1.168(i)-1(e)(2)(viii) for
determining what asset is disposed of by the taxpayer and does not create any presumption that the
proposed asset is permissible under § 1.168(i)-1(e)(2)(viii). The director will ascertain whether
the taxpayer’s determination of its asset under § 1.168(i)-1(e)(2)(viii) is permissible.

(6) Section 481(a) adjustment period.

(a) A taxpayer must take the entire amount of the § 481(a) adjustment into account in computing
taxable income for the year of change:

(1) If the taxpayer makes the change specified in section 6.15(3)(a) of this revenue procedure
and if the taxpayer recognized a gain or loss under § 1.168(i)-1T or § 1.168(i)-8T, as applicable,
on the disposition of a portion of the asset in a taxable year prior to the year of change; or

(iii) If the taxpayer is a qualified taxpayer as defined in section 4.01 of Rev. Proc. 2015-56,
2015-49 I.R.B. 827, and that is within the scope of section 3 of Rev. Proc. 2015-56, and is making
the change specified in section 5.02(5)(b) of Rev. Proc. 2015-56 on or before the first taxable year
that the qualified taxpayer uses the remodel-refresh safe harbor provided in section 5.02 of Rev.
Proc. 2015-56.

(b) If section 6.15(6)(a) of this revenue procedure does not apply, see section 7.03 of Rev. Proc.
2015-13 for the § 481(a) adjustment period.

(c) Example. (i) X, a fiscal year taxpayer with a taxable year beginning December 1 and ending November 30, acquired
and placed in service a building and its structural components in 2000. X depreciates this building and its structural
components under § 168. The roof is a structural component of the building. X replaced the entire roof in June 2010. On
its federal tax return for the taxable year ended November 30, 2010, X did not recognize a loss on the retirement of the
original roof and continues to depreciate the original roof. X also capitalized the cost of the replacement roof and has been
depreciating this roof under § 168 since June 2010. The adjusted depreciable basis of the original roof at the time of its
retirement in 2010 (taking into account the applicable convention) is $11,000, and X claimed depreciation of $1,000 for
such roof after its retirement (taking into account the applicable convention) and before the taxable year ended November
30, 2013 (2012 taxable year). Also the 12-month allowable depreciation deduction for the original roof is $500 for the
2012 taxable year, $500 for the taxable year ended November 30, 2014 (2013 taxable year), and $500 for the taxable year
ended November 30, 2015 (2014 taxable year).
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(i) In accordance with § 1.168(i)-1T and section 6.32(1)(a) of the APPENDIX to Rev. Proc. 2011-14, as modified by
Rev. Proc. 2012-20, 2012-14 I.R.B. 700, X filed with its federal tax return for the taxable year ended November 30, 2013,
a Form 3115 to: (1) make a late general asset account election to include the building (including its structural components)
placed in service in 2000 in one general asset account and the replacement roof in a separate general asset account; and
(2) make a late qualifying disposition election for the retirement of the original roof in 2010. As a result, X removed the
original roof from the general asset account and reported a net negative § 481(a) adjustment on this Form 3115 of $10,000
(adjusted depreciable basis of $11,000 for the original roof at the time of its retirement (taking into account the applicable
convention) less depreciation of $1,000 claimed for such roof after its retirement (taking into account the applicable
convention) and before the 2012 taxable year).

(ii1) X complies with § 1.168(i)-1 beginning with its taxable year ended November 30, 2016 (2015 taxable year). In
accordance with section 6.15(3)(a) of this revenue procedure, X files a Form 3115 with its federal income tax return for the
2015 taxable year to change to treating the building (including its original roof and other original structural components)
placed in service in 2000 as an asset and the replacement roof as a separate asset for disposition purposes. As a result,
X must include the original roof that X retired in 2010 in the general asset account. Thus, the net positive § 481(a)
adjustment for this change is $8,500 (net loss of $10,000 claimed on the 2012 return for the retirement of the original roof
less depreciation of $1,500 for the original roof for the 2012, 2013, and 2014 taxable years) and is included in X’s taxable
income for the 2015 taxable year.

(7) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all
the changes included in that Form 3115. If one or more of the changes in that single Form 3115
generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate a
positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such negative adjustment and
a single positive § 481(a) adjustment for all the changes that are included in that Form 3115
generating such positive adjustment.

(b) A taxpayer making this change and any change listed in section 6.15(7)(b)(i)-(iv) of this
revenue procedure for the same year of change should file a single Form 3115 for all of such
changes and must enter the designated automatic accounting method change numbers for the
changes on the appropriate line on the Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13
for information on making concurrent changes. For example, a qualified small taxpayer must
include on the single Form 3115 the information required to be completed on Form 3115 by a
qualified small taxpayer under this revenue procedure for each change in method of accounting
included on that Form 3115. The listed changes are:

(i) A change under section 6.01 of this revenue procedure;

(i1) A change under section 6.12 of this revenue procedure;

(iii) A change under section 6.13 of this revenue procedure; and
(iv) A change under section 6.14 of this revenue procedure.

(8) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.15 is “207.”

(9) Contact information. For further information regarding a change under this section, contact
Patrick Clinton at (202) 317-7005 (not a toll-free number).
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.16 Summary of certain changes in methods of accounting related to dispositions of MACRS
property.

(1) Final regulations. The following chart summarizes the changes in methods of accounting
under § 1.167(a)-4, § 1.168(i)-1, § 1.168(i)-7, and § 1.168(i)-8 that a taxpayer may make under
this revenue procedure.

SECTION # in DESIGNATED CHANGE

FINAL REGULATION SECTION REV. PROC. 2022-14 NUMBER (DCN)

§ 1.167(a)-4, Depreciation of leasehold

: 6.11 199
1mprovements

General Asset Accounts:

SECTION #in | DESIGNATED
FINAL REGULATION SECTION REV. PROC. CHANGE
2022-14 NUMBER (DCN)
a. § 1.168(i)-1(c), Change in grouping assets 6.12 200

b. § 1.168(i)-1(e)(2)(viii), Change in determining asset
disposed of

c. § 1.168(1)-1(j)(2), Change in method of identifying
which assets or portions of assets have been disposed
of from one method to another method specified in

§ 1.168(1)-1(G)(2)

d. § 1.168(i)-1(j)(2), Change in method of identifying
which assets or portions of assets have been disposed

of from a method not specified in § 1.168(i)-1(j)(2) to a
method specified in § 1.168(1)-1(G)(2)

e. § 1.168(1)-1(j)(3), Change in determining unadjusted
depreciable basis of disposed asset or disposed portion
of an asset from one reasonable method to another
reasonable method when it is impracticable from the
taxpayer’s records to determine the unadjusted deprecia-
ble basis of disposed asset or disposed portion of asset

f. § 1.168(i)-1(j)(3), Change in determining unadjusted
depreciable basis of disposed asset or disposed por-

tion of an asset from not using to using the taxpayer’s
records when it is practicable from the taxpayer’s
records to determine the unadjusted depreciable basis of
disposed asset or disposed portion of asset

g. § 1.168(1)-1(j)(3), Change in determining unadjusted
depreciable basis of disposed asset or disposed portion
of an asset from an unreasonable method to a reasonable
method when it is impracticable from the taxpayer’s
records to determine the unadjusted depreciable basis of
disposed asset or disposed portion of asset

6.15 207

6.12 200

6.15 207

6.12 200

6.15 207

6.15 207
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Single Asset Accounts or Multiple Asset Accounts for MACRS Property:

Bulletin No. 2022-7

. DESIGNATED
FINAL REGULATION SECTION SEggégNzﬁzlgi{fv CHANGE
' NUMBER (DCN)
a. § 1.168(i)-7, Change from single asset ac- 6.12 200
counts to multiple asset accounts, or vice versa '
b. § 1.168(i)-7(c), Change in grouping assets in
. 6.12 200
multiple asset accounts
Dispositions of MACRS Property (not in a general asset account):
SECTION # in DECSII{(;T\I%];ZED
FINAL REGULATION SECTION REV. PROC.
2022-14 NUMBER
(DCN)
a. § 1.168(i)-8(c)(4), Change in determining asset dis- 6.13 (Building
posed of or structural 205
component)
6.14 (Proper-
ty other than
a building 206
or structural
component)
b. § 1.168(1)-8(f)(2) or (3), Change in determining unad-
justed depreciable basis of disposed asset in a multiple
asset account or disposed portion of an asset from one rea-
sonable method to another reasonable method when it is 6.12 200
impracticable from the taxpayer’s records to determine the
unadjusted depreciable basis of disposed asset or disposed
portion of asset
c. § 1.168(1)-8(f)(2) or (3), Change in determining unad- 6.13 (Building
justed depreciable basis of disposed asset in a multiple or structural 205
asset account or disposed portion of an asset from not component)
using to using the taxpayer’s records when it is practicable | 6.14 (Property
from the taxpayer’s records to determine the unadjusted other than a
depreciable basis of disposed asset or disposed portion of building or 206
asset structural com-
ponent)
d. § 1.168(i)-8(f)(2) or (3), Change in determining unad- 6.13 (Building
justed depreciable basis of disposed asset in a multiple or structural 205
asset account or disposed portion of an asset from an component)
unreasonable method to a reasonable method when it is 6.14 (Property
impracticable from the taxpayer’s records to determine the | other than a
unadjusted depreciable basis of disposed asset or disposed building or 206
portion of asset structural com-
ponent)
e. § 1.168(1)-8(g), Change in method of identifying which
assets in a multiple asset account or portions of assets 6.12 200
have been disposed of from one method to another method '
specified in § 1.168(i)-8(g)(1) or (2)
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SECTION #1n | PESIGNATED
FINAL REGULATION SECTION REV. PROC.
2022-14 NUMBER
(DCN)
f. § 1.168(1)-8(g), Change in method of identifying 6.13 (Building
which assets in a multiple asset account or portions of or structural 205
assets have been disposed of from a method not speci- component)
fied in § 1.168(1)-8(g)(1) or (2) to a method specified in 6.14 (Property
§ 1.168(1)-8(g)(1) or (2) other than a
building or 206
structural com-
ponent)
g. § 1.168(1)-8(h)(1), Change from depreciating a disposed | 6.13 (Building
asset or disposed portion of an asset to recognizing gain or structural 205
or loss upon disposition when a taxpayer continues to component)
depreciate the asset or portion that the taxpayer disposed 6.14 (Property
of prior to the year of change other than a
building or 206
structural com-
ponent)
h. § 1.168(1)-8(d)(2)(iii), Partial disposition election for
the disposition of a portion of an asset to which the IRS’s 6.10 198
adjustment pertains

.17 Depreciation of fiber optic transfer node and fiber optic cable used by a cable system
operator (§§ 167 and 168).

(1) Description of change.

(a) Applicability. This change applies to a cable system operator that is within the scope of Rev.
Proc. 2015-12, 2015-2 I.R.B. 266, and wants to change to the safe harbor method of accounting
provided in section 8.03 of Rev. Proc. 2015-12 for determining depreciation under §§ 167 and
168 of a fiber optic transfer node and trunk line consisting of fiber optic cable used in a cable
distribution network providing one-way and two-way communication services. The safe harbor
method provided by section 8.03 of Rev. Proc. 2015-12 determines the asset for purposes of
§§ 167 and 168.

(b) Inapplicability. This change does not apply to the following:

(1) any property that is not depreciated under § 168 under the taxpayer’s present and proposed
methods of accounting; or

(i1) any property that is not owned by the taxpayer at the beginning of the year of change.

(2) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(d) of Rev. Proc.
2015-13 does not apply to a taxpayer that makes this change.

(3) Concurrent automatic change.
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(a) A taxpayer that wants to make this change for more than one asset for the same year of change
should file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment
for all the changes included in that Form 3115. If one or more of the changes in that single Form
3115 generate a negative § 481(a) adjustment and other changes in that same Form 3115 generate
a positive § 481(a) adjustment, the taxpayer may provide a single negative § 481(a) adjustment
for all the changes that are included in that Form 3115 generating such adjustment and a single
positive § 481(a) adjustment for all the changes that are included in that Form 3115 generating
such adjustment.

(b) A taxpayer that wants to make both this change and a change to a UNICAP method under
section 12.01, 12.02, 12.08, or 12.12 of this revenue procedure, as applicable, for the same year
of change should file a single Form 3115 for all such changes and must enter the designated
automatic accounting method change numbers for the changes on the appropriate line on the
Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13 for information on making concurrent
changes.

(4) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.17 is “210.”

(5) Contact information. For further information regarding a change under this section, contact
Charles Magee at (202) 317-7005 (not a toll-free number).

.18 Late elections or revocation of elections under § 168(k)(5), (7), and (10).
(1) Description of Change.

(a) Applicability. This change applies to a taxpayer within the scope of Rev. Proc. 2019-33,
2019-34 1.R.B. 662, that wants to make a late election, or to revoke an election, provided in
sections 4, 5, and 6 of Rev. Proc. 2019-33 under § 168(k)(5), (7), or (10).

(b) Inapplicability. The IRS will treat the making of a late election, or the revocation of an
election, provided in sections 4, 5, and 6 of Rev. Proc. 2019-33 under § 168(k)(5), (7), and (10) as
a change in method of accounting with a § 481(a) adjustment only for the taxable years specified
in section 6.18(2) of this revenue procedure. This treatment does not apply to a taxpayer that
makes these late elections or revocations before or after the time specified in section 6.18(2) of
this revenue procedure, and any such late election or revocation is not a change in method of
accounting pursuant to § 1.446-1(e)(2)(ii)(d)(3)(iii).

(2) Time for making the change. The change under this section 6.18 must be made for the
taxpayer’s first, second, or third taxable year succeeding the taxpayer’s taxable year beginning
in 2016 and ending on or after September 28, 2017 (2016 taxable year) or beginning in 2017 and
ending on or after September 28, 2017 (2017 taxable year).

(3) Certain eligibility rules inapplicable. The eligibility rules in section 5.01(1)(d) and (f) of
Rev. Proc. 2015-13,2015-5 I.LR.B. 419, do not apply to this change for the taxpayer’s first, second,
or third taxable year succeeding the taxpayer’s 2016 taxable year or 2017 taxable year.

(4) Concurrent automatic change.
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(a) A taxpayer making this change for more than one specified plant under section 4 of Rev.
Proc. 2019-33 for the same year of change should file a single Form 3115 for all such specified
plants. The single Form 3115 must provide a single net § 481(a) adjustment for all such changes.

(b) A taxpayer making this change for more than one class of property under section 5 of Rev.
Proc. 2019-33 for the same year of change should file a single Form 3115 for all such classes of
property. The single Form 3115 must provide a single net § 481(a) adjustment for all such changes.

(c) A taxpayer making this change for all qualified property under section 6 of Rev. Proc. 2019-
33 should provide a single net § 481(a) adjustment for all assets that are qualified property.

(d) A taxpayer making a late election, or revoking an election, under more than one section of
Rev. Proc. 2019-33 (for example, under sections 4 and 6 of Rev. Proc. 2019-33) for the same year
of change should file a single Form 3115 for all such changes. The single Form 3115 must provide
a single net § 481(a) adjustment for all such changes.

(5) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.18 is “241.”

(6) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.19 Qualified improvement property placed in service after December 31, 2017 (§ 168).

(1) Description of change.

(a) Applicability. This change applies to a taxpayer that wants to change from an impermissible
to a permissible method of accounting for depreciation of any item of qualified improvement
property, as defined in § 168(e)(6):

(1) that is placed in service by the taxpayer after December 31, 2017;

(i1) for which the taxpayer used the impermissible method of accounting in at least two taxable
years immediately preceding the year of change (but see section 6.19(1)(b) of this revenue
procedure for qualified improvement property placed in service in the taxable year immediately
preceding the year of change); and

(iii) that is owned by the taxpayer at the beginning of the year of change (but see section 6.07
of this revenue procedure for property disposed of before the year of change).

(b) Taxpayer has not adopted a method of accounting for the qualified improvement property.
If a taxpayer does not satisfy section 6.19(1)(a)(ii) of this revenue procedure for an item of
qualified improvement property because the item of qualified improvement property is placed
in service by the taxpayer in the taxable year immediately preceding the year of change (1-year
QIP), the taxpayer may change from the impermissible method of determining depreciation to the
permissible method of determining depreciation for the 1-year QIP by filing a Form 3115 for this
change, provided the § 481(a) adjustment reported on the Form 3115 includes the amount that
is attributable to all property (including the 1-year QIP) subject to the Form 3115. Alternatively,
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the taxpayer may change from the impermissible method of determining depreciation to the
permissible method of determining depreciation for the 1-year QIP by filing an amended federal
income tax return, or an administrative adjustment request under § 6227 (AAR), as applicable,
for the property’s placed-in-service year prior to the date the taxpayer files its federal income tax
return for the taxable year succeeding the placed-in-service year. In addition, if the 1-year QIP
is within the scope of section 3 of Rev. Proc. 2020-25, 2020-19 I.R.B. 785, the taxpayer may
change from the impermissible method of determining depreciation to the permissible method of
determining depreciation for the 1-year QIP by filing an amended federal income tax return, or
AAR, as applicable, in accordance with section 3.02(3)(a) of Rev. Proc. 2020-25.

(¢) Inapplicability. This change does not apply to:

(i) any qualified improvement property placed in service by a taxpayer that made a late election,
or withdrew an election, under § 163(j)(7)(B) (electing real property trade or business) or § 163(j)
(7)(C) (electing farming business) for the taxable year in which the qualified improvement property
is placed in service by the taxpayer, in accordance with Rev. Proc. 2020-22, 2020-18 I.R.B. 745.
Any changes to depreciation for such qualified improvement property, or other depreciable
property, affected by the late election or withdrawn election under § 163(j)(7)(B) or (C) are made
in accordance with sections 4.02 and 4.03, or 5.02 of Rev. Proc. 2020-22, as applicable;

(i1) any qualified improvement property for which the taxpayer is changing from deducting the
cost or other basis as an expense to capitalizing and depreciating the cost or other basis, or vice
versa,

(iii) any qualified improvement property for which the taxpayer is changing its method of
accounting for depreciation to the method of accounting for depreciation provided in § 1.168(i)-4,
which applies when there is a change in use of the property (but see section 6.04 or 6.05 of this
revenue procedure for making this change); or

(iv) any change in method of accounting to which section 6.21 of this revenue procedure applies.

(2) Certain eligibility rules temporarily inapplicable. For an item of qualified improvement
property placed in service by the taxpayer after December 31, 2017, in its taxable year ending in
2018, 2019, or 2020, the eligibility rules in section 5.01(1)(d) and (f) of Rev. Proc. 2015-13, 2015-
5L.R.B. 419, do not apply to this change for the taxpayer’s first or second taxable year succeeding
the taxable year in which the item of qualified improvement property is placed in service by the
taxpayer.

(3) Reduced filing requirement. A taxpayer making a change under this section 6.19 is required
to complete only the following information on Form 3115 (Rev. December 2018):

(a) The identification section of page 1 (above Part I);
(b) The signature section at the bottom of page 1;
(c) Part I;

(d) Part I1, all lines except lines 11, 12, 13, 15, 16, 17, and 19;
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(e) Part IV, all lines; and

(f) Schedule E, all lines except lines 1, 4b, 5, and 6.

(4) Concurrent automatic change.

(a) A taxpayer making this change for more than one asset for the same year of change should
file a single Form 3115 for all such assets and provide a single net § 481(a) adjustment for all the
changes included in that Form 3115.

(b) A taxpayer making this change and the change in section 6.01 or 6.20 of this revenue
procedure for the same year of change should file a single Form 3115 for all such changes and
must enter the designated automatic accounting method change numbers on the appropriate
line of the Form 3115. See section 6.03(1)(b) of Rev. Proc. 2015-13 for information on making
concurrent changes.

(5) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.19 is “244.”

(6) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.20 Certain late elections under §§ 168 and 1502 or revocation of certain elections under § 168

(§ 168(2)(7), (k)(3), (K)(7), and (k)(10); §§ 1.168(k)-2 and 1.1502-68).

(1) Description of change.

(a) Applicability. This change applies to:

(1) A taxpayer within the scope of section 4 of Rev. Proc. 2020-25, 2020-19 I.R.B. 785, as
modified by section 8 of Rev. Proc. 2020-50, 2020-48 I.R.B. 1122, that wants to make a late
election provided in section 4.02(2) of Rev. Proc. 2020-25 under § 168(g)(7), (k)(5), (k)(7), or
(k)(10). This change also applies to a taxpayer within the scope of section 5 of Rev. Proc. 2020-
25 that wants to revoke an election provided in section 5.02(2)(b) of Rev Proc. 2020-25 under
§ 168(K)(5), (K)(7), or (K)(10); or

(i1) A taxpayer within the scope of section 5 of Rev. Proc. 2020-50, 2020-48 I.R.B. 1122, that
wants to make a late election under § 168(k)(5), (7), or (10), § 1.168(k)-2(c) (component election),
§ 1.1502-68(c)(4) (designated transaction election), or proposed § 1.168(k)-2(c) (proposed
component election) as provided in section 5.02(2) of Rev. Proc. 2020-50. This change also
applies to a taxpayer within the scope of section 6 of Rev. Proc. 2020-50 that wants to revoke an
election under § 168(k)(5), (k)(7), or (k)(10), or a proposed component election as provided in
section 6.02(2)(b) of Rev. Proc. 2020-50.

(b) Inapplicability.
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(1) The IRS will treat the making of a late election provided in section 4 of Rev. Proc. 2020-
25 under § 168(g)(7), (k)(5), (k)(7), and (k)(10), or the revocation of an election provided in
section 5 of Rev. Proc. 2020-25 under § 168(k)(5), (k)(7), and (k)(10), as a change in method of
accounting with a § 481(a) adjustment only for the taxable years specified in section 6.20(2)(a) of
this revenue procedure. This treatment does not apply to a taxpayer that makes these late elections
or revocations before or after the time specified in section 6.20(2)(a) of this revenue procedure,
and any such late election or revocation is not a change in method of accounting pursuant to

§ 1.446-1(e)(2)(ii)(d)(3)(iii).

(i) The IRS will treat the making of a late election under § 168(k)(5), (7), or (10), a late
component election, a late designated transaction election, or a late proposed component election
as provided in section 5 of Rev. Proc. 2020-50, or the revocation of an election under § 168(k)
(5), (k)(7), or (k)(10), or a proposed component election as provided in section 6 of Rev. Proc.
2020-50, as a change in method of accounting with a § 481(a) adjustment only for the taxable
years specified in section 6.20(2)(b) of this revenue procedure. This treatment does not apply to a
taxpayer that makes these late elections or revocations before or after the time specified in section
6.20(2)(b) of this revenue procedure, and any such late election or revocation is not a change in
method of accounting pursuant to § 1.446-1(e)(2)(ii)(d)(3)(iii).

(2) Time for making the change.

(a) The change under section 6.20(1)(a)(i) and (b)(i) of this revenue procedure must be made
for the taxpayer’s first or second taxable year succeeding the taxable year in which the taxpayer
placed in service the property affected by the late election under § 168(g)(7), (k)(5), (k)(7), or (k)
(10), as applicable, or revocation of the election under § 168(k)(5), (k)(7), or (k)(10), as applicable.

(b) The change under section 6.20(1)(a)(ii) and (b)(ii) of this revenue procedure must be made
for the taxpayer’s first or second taxable year succeeding the taxable year in which the taxpayer
(A) placed in service the property affected by the late election under § 168(k)(7) or (10), the
late component election, the late designated transaction election, or the late proposed component
election, as applicable, or by the revocation of the election under § 168(k)(7) or (k)(10), or the
proposed component election, as applicable, or (B) planted or grafted the specified plant to which
the late § 168(k)(5) election applies or to which the revocation of the election under § 168(k)(5)
applies.

(3) Certain eligibility rules inapplicable.

(a) The eligibility rules in section 5.01(1)(d) and (f) of Rev. Proc. 2015-13, 2015-5 I.LR.B. 419,
do not apply to the change under section 6.20(1)(a)(i) and (b)(i) of this revenue procedure for the
taxpayer’s first or second taxable year succeeding the taxable year in which the taxpayer placed
in service the property affected by the late election under § 168(g)(7), (k)(5), (k)(7), or (k)(10), as
applicable, or revocation of the election under § 168(k)(5), (k)(7), or (k)(10), as applicable.

(b) The eligibility rules in section 5.01(1)(d) and (f) of Rev. Proc. 2015-13, 2015-5 L.LR.B.
419, do not apply to the change under section 6.20(1)(a)(ii) and (b)(ii) of this revenue procedure
for the taxpayer’s first or second taxable year succeeding the taxable year in which the taxpayer
(A) placed in service the property affected by the late election under § 168(k)(7) or (10), the
late component election, the late designated transaction election, or the late proposed component
election, as applicable, or by the revocation of the election under § 168(k)(7) or (k)(10), or the
proposed component election, as applicable, or (B) planted or grafted the specified plant to which
the late § 168(k)(5) election applies or to which the revocation of the election under § 168(k)(5)
applies.
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(4) Reduced filing requirement. A taxpayer making a change under this section 6.20 is required
to complete only the following information on Form 3115 (Rev. December 2018):

(a) The identification section of page 1 (above Part I);

(b) The signature section at the bottom of page 1;

(c) Part [;

(d) Part I1, all lines except lines 11, 12, 13, 15, 16, 17, and 19;

(e) Part IV, all lines; and

(f) Schedule E, all lines except lines 1, 4b, 5, and 6.

(5) Concurrent automatic change.

(a) A taxpayer making one or more late elections, and/or revoking one or more elections, under
sections 4 and 5 of Rev. Proc. 2020-25, or under sections 5 and 6 of Rev. Proc. 2020-50, for the
same year of change must file a single Form 3115 for all such changes. The single Form 3115 must
provide a single net § 481(a) adjustment for all such changes for all assets placed in service, and
all specified plants planted or grafted, by the taxpayer during the same taxable year. See section
6.03(1)(b) of Rev. Proc. 2015-13 for information on making concurrent changes.

(b) A taxpayer making one or more changes under this section 6.20 and the change in section
6.01, 6.19, or 6.21 of this revenue procedure for the same year of change must file a single Form
3115 for all such changes and must enter the designated automatic accounting method change
numbers on the appropriate line on the Form 3115. The single Form 3115 must provide a single
net § 481(a) adjustment for all such changes for all assets placed in service, and all specified plants
planted or grafted, by the taxpayer during the same taxable year. See section 6.03(1)(b) of Rev.
Proc. 2015-13 for information on making concurrent changes.

(6) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change to the method of accounting under this section
6.20 is “245.”

(7) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.21 Change in depreciation as a result of applying the additional first year depreciation
regulations (§ 168(k); §§ 1.168(k)-2 and 1.1502-68).

(1) Description of Change.

(a) Applicability. This change applies to a taxpayer within the scope of section 4 of Rev. Proc.
2020-50, 2020-48 I.R.B. 1122, that wants to change its method of accounting for depreciation
under § 168 to comply with the Final Regulations (as defined in section 2.02(6) of Rev. Proc.
2020-50), the 2019 final regulations (as defined in section 2.02(2) of Rev. Proc. 2020-50), or
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both the 2019 final regulations and the 2019 proposed regulations (as defined in section 1 of Rev.
Proc. 2020-50), as applicable, for depreciable property and specified plants within the scope of
section 4 of Rev. Proc. 2020-50. A change under this section 6.21 applies to (i) a taxpayer that
is changing from an impermissible method of accounting to a permissible method of accounting
under section 4.03(4)(b) of Rev. Proc. 2020-50 and section 6.21(3) of this revenue procedure, and
(i1) a taxpayer that is changing from one permissible method of accounting to another permissible
method of accounting under section 4.04 of Rev. Proc. 2020-50 and section 6.21(4) of this
revenue procedure. For purposes of this section 6.21, a taxpayer is deemed to change from an
impermissible method of accounting to a permissible method of accounting when, for the first
time, the taxpayer changes its method of accounting for depreciation under this section 6.21 for
depreciable property and specified plants described in section 4.02(1) of Rev. Proc. 2020-50 to
comply with the Final Regulations, the 2019 final regulations, or both the 2019 final regulations
and the 2019 proposed regulations. Further, any subsequent time the taxpayer changes its method
of accounting for depreciation for depreciable property and specified plants described in section
4.02(1) of Rev. Proc. 2020-50 to comply with the Final Regulations, the 2019 final regulations, or
both the 2019 final regulations and the 2019 proposed regulations, is a change from a permissible
method of accounting to another permissible method of accounting under this section 6.21. See
section 4.02(2) of Rev. Proc. 2020-50.

(b) Inapplicability. This change does not apply to any property for which the taxpayer is
changing its method of accounting for depreciation to the method of accounting for depreciation
provided in § 1.168(i)-4, which applies when there is a change in use of the property (but see
section 6.04 or 6.05 of this revenue procedure for making this change).

(2) Certain eligibility rules inapplicable.

(a) In general. The eligibility rule in section 5.01(1)(d) of Rev. Proc. 2015-13, 2015-5 I.R.B.
419, does not apply to a taxpayer making this change for the property and specified plant within
the scope of section 4 of Rev. Proc. 2020-50, as modified by section 6.21(1)(b) of this revenue
procedure.

(b) Special rule. The eligibility rule in section 5.01(1)(f) of Rev. Proc. 2015-13, 2015-5 L.LR.B.
419, does not apply to a taxpayer making this change for the property and specified plant within
the scope of section 4 of Rev. Proc. 2020-50, as modified by section 6.21(1)(b) of this revenue
procedure, for the taxpayer’s first or second taxable year succeeding the taxable year in which the
taxpayer placed in service such property, or planted or grafted such specified plant, as applicable.

(3) Impermissible to permissible method of determining the depreciation deduction allowable.

(a) A taxpayer may change from an impermissible method of accounting to a permissible
method of accounting under section 4.03 of Rev. Proc. 2020-50 for the property and specified
plant within the scope of section 4.03 of Rev. Proc. 2020-50, as modified by section 6.21(1)(b) of
this revenue procedure, for which the taxpayer used the impermissible method of accounting in
at least two taxable years immediately preceding the year of change (but see section 6.21(3)(b) of
this revenue procedure for property placed in service or a specified plant planted or grafted in the
taxable year immediately preceding the year of change).

(b) If a taxpayer does not satisfy section 6.21(3)(a) of this revenue procedure for depreciable
property that is within the scope of section 4.03 of Rev. Proc. 2020-50, as modified by section
6.21(1)(b) of this revenue procedure, because the depreciable property is placed in service by
the taxpayer in the taxable year immediately preceding the year of change (1-year Property),
the taxpayer may change from the impermissible method of determining depreciation to the
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permissible method of determining depreciation for the 1-year Property by filing a Form 3115
for this change in accordance with this section 6.21(3), provided the § 481(a) adjustment reported
on the Form 3115 includes the amount of any adjustment attributable to all property, including
the 1-year Property, subject to the Form 3115. Similarly, for a specified plant that is within the
scope of section 4.03 of Rev. Proc. 2020-50, as modified by section 6.21(1)(b) of this revenue
procedure, and is planted or grafted by the taxpayer in the taxable year immediately preceding
the year of change (1-year Plant), the taxpayer may change from the impermissible method
of determining depreciation to the permissible method of determining depreciation under this
section 6.21(3) for the 1-year Plant by filing a Form 3115 for this change in accordance with this
section 6.21(3), provided the § 481(a) adjustment reported on the Form 3115 includes the amount
of any adjustment attributable to all property, including the 1-year Plant, subject to the Form
3115. Alternatively, the taxpayer may change from the impermissible method of determining
depreciation to the permissible method of determining depreciation for the 1-year Property or
1-year Plant by filing an amended federal income tax return, or an administrative adjustment
request under § 6227 (AAR), as applicable, for the 1-year Property’s placed-in-service year
or 1-year Plant’s planting or grafting year, as applicable, prior to the date the taxpayer files its
federal income tax return for the taxable year succeeding the placed-in-service year or planting
or grafting year, as applicable. In addition, if the 1-year Property or 1-year Plant is within the
scope of section 4.03 of Rev. Proc. 2020-50, as modified by section 6.21(1)(b) of this revenue
procedure, the taxpayer may change from the impermissible method of determining depreciation
to the permissible method of determining depreciation for the 1-year Property or 1-year Plant by
filing an amended federal income tax return, or AAR, as applicable, in accordance with section
4.03(4)(a) of Rev. Proc. 2020-50.

(¢) A change under section 4.03(4)(b) of Rev. Proc. 2020-50 and this section 6.21(3) is made
with a § 481(a) adjustment. However, consent to make a change in method of accounting under
this section 6.21 will be granted by the Commissioner only if the taxpayer satisfies section 4.02 of
Rev. Proc. 2020-50, to the extent relevant. Further, if a taxpayer that has a trade or business with
floor plan financing indebtedness is applying § 1.168(k)-2(b)(2)(ii)(G) of the Final Regulations,
§ 1.168(k)-2(b)(2)(ii)(G) of the 2019 final regulations, or both § 1.168(k)-2(b)(2)(ii)(G) of
the 2019 final regulations and § 1.168(k)-2(b)(2)(ii)(G) of the 2019 proposed regulations for
depreciable property placed in service by the taxpayer in its 2018, 2019, or 2020 taxable year,
consent to make a change in method of accounting under this section 6.21 will be granted by the
Commissioner only if the amount of the § 481(a) adjustment is adjusted to account for the proper
amount of interest expense, taking into account the business interest limitation under § 163(j) and
the regulations thereunder, as of the beginning of the year of change.

(4) Permissible to another permissible method of determining the depreciation deduction
allowable.

(a) A taxpayer may change from one permissible method of accounting to another permissible
method of accounting under section 4.04 of Rev. Proc. 2020-50 for the property and specified
plant within the scope of section 4.04 of Rev. Proc. 2020-50, as modified by section 6.21(1)(b) of
this revenue procedure.

(b) A change under section 4.04 of Rev. Proc. 2020-50 and this section 6.21(4) is made on a
cut-off basis. Accordingly, neither the modified cut-off method, as described in § 1.446-1(e)(2)(ii)
(d)(5)(iii), nor a § 481(a) adjustment is permitted or required.

(5) Additional requirement. A taxpayer making a change under this section 6.21 also must
comply with section 4.02 of Rev. Proc. 2020-50, to the extent relevant. Once a taxpayer applies
§ 1.168(k)-2 and, to the extent relevant, § 1.1502-68, of the Final Regulations, in their entirety,
for a taxable year, the taxpayer must continue to apply § 1.168(k)-2 and, to the extent relevant,
§ 1.1502-68, of the Final Regulations, in their entirety, for the taxpayer’s subsequent taxable
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years. See §§ 1.168(k)-2(h)(3)(iii) and 1.1502-68(e)(2)(iii) of the Final Regulations and section
4.02(1) of Rev. Proc. 2020-50.

(6) Reduced filing requirement. A taxpayer making a change under this section 6.21 is required
to complete only the following information on Form 3115 (Rev. December 2018):

(a) The identification section of page 1 (above Part I);

(b) The signature section at the bottom of page 1;

(c) Part I;

(d) Part I1, all lines except lines 11, 12, 13, 15, 16, 17, and 19;
(e) Part IV, all lines; and

(f) Schedule E, all lines except lines 1, 4b, 5, and 6.

(7) Concurrent automatic change.

(a) A taxpayer making this change must file a single Form 3115 for all assets placed in service,
and all specified plants planted or grafted, by the taxpayer during the same taxable year and must
provide a single net § 481(a) adjustment for all the changes included in that Form 3115.

(b) A taxpayer making one or more changes under section 6.21(3) of this revenue procedure
and the change in section 6.01, 6.19, or 6.20 of this revenue procedure for the same year of
change must file a single Form 3115 for all such changes and must enter the designated automatic
accounting method change numbers on the appropriate line on the Form 3115. The single Form
3115 must provide a single net § 481(a) adjustment for all such changes for all assets placed in
service, and all specified plants planted or grafted, by the taxpayer during the same taxable year.
See section 6.03(1)(b) of Rev. Proc. 2015-13 for information on making concurrent changes.

(8) Designated automatic accounting method change numbers. The designated automatic
accounting method change number for (a) a change under section 6.21(3) of this revenue procedure
is “246”, and (b) a change under section 6.21(4) of this revenue procedure is “247.”

(9) Contact information. For further information regarding a change under this section, contact
Elizabeth Binder at (202) 317-7005 (not a toll-free number).

.22 Depreciation of tangible property under § 168(g) by controlled foreign corporations.

(1) Description of change. This change is applicable to a controlled foreign corporation (as
defined in § 957(a)) (CFC) that seeks to change its method of accounting for depreciation for
an item of property that is described in § 168(g)(1)(A) (except for property excluded from the
application of § 168 as a result of § 168(f)) and owned by the CFC at the beginning of the year
of change to the permissible depreciation method, convention, and recovery period prescribed
under the alternative depreciation system (ADS) in § 168(g) for such property in determining the
CFC’s gross and taxable income under § 1.952-2 as well as its earnings and profits (“E&P”) under

575 February 14, 2022



February 14, 2022

§§ 964 and 986(b) and the regulations thereunder. This change applies regardless of whether the
method of accounting for depreciation that the CFC wants to change pursuant to this section 6.22
is impermissible or permissible under the Internal Revenue Code and the regulations thereunder.

(2) CFC has not adopted a method of accounting for the item of property. If a CFC placed in
service an item of property described in section 6.22(1) of this revenue procedure in the taxable
year immediately preceding the year of change (1-year property), the CFC may change its method
of determining depreciation for the 1-year property to ADS if the designated shareholder files a
Form 3115 for this change, provided the § 481(a) adjustment attributable to the 1-year property
is included on the Form 3115. Alternatively, the CFC may change its impermissible method of
determining depreciation for the 1-year property to ADS if each U.S. shareholder of the CFC (or
the agent described in § 1.1502-77(a), if applicable) files an amended federal income tax return
for the taxable year in which or with which the property’s placed-in-service year ends prior to the
date the shareholder files its federal income tax return for the taxable year in which or with which
the CFC’s taxable year succeeding the placed-in-service year ends.

(3) Applicability. This change is effective for a Form 3115 filed on or after May 11, 2021, for a
taxable year of a CFC ending before January 1, 2024.

(4) Limited period to convert a Form 3115 filed under the non-automatic change procedures in
Rev. Proc. 2015-13.

(a) Eligibility. The designated shareholder may convert a Form 3115 that was properly filed on
behalf of a CFC under the non-automatic change procedures in Rev. Proc. 2015-13 requesting the
Commissioner’s consent for a change in method of accounting described in this section 6.22 if:

(i) the CFC is otherwise eligible to use the automatic change procedures in this section 6.22 and
Rev. Proc. 2015-13 (to the extent the eligibility requirements in Rev. Proc. 2015-13 are not waived
by this section 6.22), and

(i) the Form 3115 was filed before May 11, 2021, and is pending with the national office on
May 11, 2021.

(b) Notification procedures. The designated shareholder must notify the national office contact
person for the Form 3115 (if contact person is unknown, fax the notification to 855-576-2341 or
send the notification to the address specified in section 9.08(6) of Rev. Proc. 2022-1,2022-1 L.LR.B.
1 (or its successor)) of the CFC’s intent to make the change in method of accounting under the
automatic change procedures in this section 6.22 and Rev. Proc. 2015-13 before the later of (i)
June 10, 2021, or (ii) the issuance of a letter ruling granting or denying consent for the change. The
notification must indicate that the designated shareholder chooses on behalf of the CFC to convert
the Form 3115 to the automatic change procedures in this section 6.22 and Rev. Proc. 2015-13.
If the national office is timely and properly notified in accordance with the requirements in this
paragraph, the national office will send a letter to the designated shareholder acknowledging its
request and will return the user fee submitted with the Form 3115.

(c) Resubmission procedures. A designated shareholder converting a Form 3115 to the
automatic change procedures in this section 6.22 and Rev. Proc. 2015-13 for a change in method
of accounting described in this section 6.22 must resubmit a Form 3115 that conforms to the
automatic change procedures, with a copy of the national office letter sent acknowledging the
request to convert attached, by the earlier of (i) the 30th calendar day after the date of the national
office’s letter acknowledging the request to convert, or (ii) the date the designated shareholder is
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required to file the original Form 3115 under section 6.03(1)(a) of Rev. Proc. 2015-13. See section
6.03(3) of Rev. Proc. 2015-13 regarding additional required copies of Form 3115.

For purposes of the eligibility rules in section 5 of Rev. Proc. 2015-13, the duplicate copy of the
timely resubmitted Form 3115 will be considered filed as of the date the designated shareholder
originally filed the converted Form 3115 under the non-automatic change procedures in Rev. Proc.
2015-13. This paragraph (4) does not extend the date the designated shareholder must file the
original (converted) Form 3115 under section 6.03(1)(a) of Rev. Proc. 2015-13.

(d) Agent treated as designated shareholder. For purposes of this section 6.22, in the case of
a designated shareholder that is a member of a consolidated group, a reference to a designated
shareholder refers to the agent described in § 1.1502-77(a) with respect to the consolidated group
of which the designated shareholder is a member.

(5) Section 481(a) adjustment. A § 481(a) adjustment is required with respect to a change made
under this section 6.22 for any CFC.

(6) Certain eligibility rules inapplicable. The eligibility rules in section 5.01(1)(c), (d), (e), and
(f) of Rev. Proc. 2015-13, 2015-5 I.R.B. 419, do not apply to this change.

(7) Short Form 3115 in lieu of a standard Form 3115. In accordance with § 1.446-1(e)(3)
(i1), the requirement in § 1.446-1(e)(3)(i) to file a standard Form 3115 is waived and, pursuant
to section 6.02(2) of Rev. Proc. 2015-13, a short Form 3115 is authorized with respect to any
CFC making a change under this section 6.22. The short Form 3115 (Rev. December 2018) must
include the following information:

(a) The identification section of page 1 (above Part I);
(b) The signature section at the bottom of page 1;

(c) Part I;

(d) Part 11, all lines except lines 10, 13, 16, and 19;
(e) Part IV; and

(f) Schedule E.

(8) Concurrent automatic changes. A designated shareholder making an accounting method
change on behalf of a CFC under this section 6.22 with respect to more than one asset for the same
year of change may file a single short Form 3115 for all such changes. If any § 481(a) adjustment
(or any component of a § 481(a) adjustment) from a change that is included in that Form 3115
shares all of the same characteristics as any other § 481(a) adjustment (or component) from a
change that is included in that Form 3115, those § 481(a) adjustments (or components) must be
provided as a single § 481(a) adjustment, with the characteristics identified, in the Form 3115. Any
§ 481(a) adjustment (or component of a § 481(a) adjustment) from a change that is included in
that Form 3115 that does not share all of the same characteristics as any other § 481(a) adjustment
(or component) from a change that is included in that Form 3115 must be provided as a separate
§ 481(a) adjustment, with the characteristics identified, in the Form 3115. A § 481(a) adjustment
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(or any component of a § 481(a) adjustment) shares all of the same characteristics as another
§ 481(a) adjustment (or component) if:

(i) The § 481(a) adjustments (or components) relate to the same qualified business unit (QBU),
as defined in § 989(a) and § 1.989(a)-1(b);

(i1) If applicable, the § 481(a) adjustments (or components) relate to the same tested unit, as
defined in § 1.951A-2(c)(7)(iv);

(iii) The § 481(a) adjustments (or components) are either all positive or all negative, as applicable
(for this purpose a negative component of an overall positive adjustment will be treated as positive
and a positive component of an overall negative adjustment will be treated as negative); and

(iv) The § 481(a) adjustments (or components) have the same source, separate limitation
classification, character, and treatment under section 7.07(2) of Rev. Proc. 2015-13, as modified
by section 4 of Rev. Proc. 2021-26, 2021-22 I.R.B. 1163, 1167-68.

(9) Designated automatic accounting method change number. The designated automatic
accounting method change number for a change under this section 6.22 is “248.”

(10) Contact information. For further information regarding a change under this section, contact
Natalie Punchak at (202) 317-6934 (not a toll-free number).

SECTION 7. RESEARCH AND EXPERIMENTAL EXPENDITURES (§ 174)

February 14, 2022

.01 Changes to a different method or different amortization period.

(1) Description of change.

(a) This change applies to a taxpayer that wants to change the treatment of expenditures that
qualify as research and experimental expenditures under § 174. Unless otherwise stated, references
to § 174 in this section 7.01 refer to § 174 as in effect prior to amendment by § 13206 of Public
Law 115-97, 131 Stat. 2054 (Dec. 22, 2017), commonly referred to as the Tax Cuts and Jobs Act
(TCJA).

(b) Section 174 and the regulations thereunder provide the specific rules for changing a method
of accounting under § 174 for research and experimental expenditures. Under § 174, a taxpayer
may treat research and experimental expenditures that are paid or incurred by the taxpayer during
the taxable year in connection with the taxpayer’s trade or business as expenses under § 174(a) or
as deferred expenses amortizable ratably over a period of not less than 60 months under § 174(b).
Pursuant to § 1.174-1, research and experimental expenditures that are not treated as expenses or
deferred expenses under § 174 must be treated as a charge to capital account. Further, § 1.174-
1 provides that the expenditures to which § 174 applies may relate either to a general research
program or to a particular project. Finally, §§ 1.174-3(a) and 1.174-4(a)(5) provide that in no
event will a taxpayer be permitted to apply one method as to part of the expenditures relative to
a particular project and apply a different method to the balance of the expenditures relating to the
same project for the same taxable year.
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(c) If a taxpayer has not treated research and experimental expenditures as expenses under
§ 174(a), § 174(a)(2)(B) and § 1.174-3(b)(2) provide that the taxpayer may, with consent, adopt
the expense method at any time.

(d) If a taxpayer has treated research and experimental expenditures as expenses under § 174(a),
§ 174(a)(3) and § 1.174-3(b)(3) provide that the taxpayer may, with consent, change to a different
method of treating research and experimental expenditures.

(e) If a taxpayer has treated research and experimental expenditures as deferred expenses under
§ 174(b), § 174(b)(2) and § 1.174-4(b)(2) provide that the taxpayer may, with consent, change
to a different method of treating research or experimental expenditures or to a different period of
amortization for deferred expenses.

(2) Applicability.
(a) In general. This change applies to any taxpayer that is changing:

(1) from treating research and experimental expenditures for a particular project or projects as
expenses under § 174(a) to treating such expenditures as deferred expenses under § 174(b), or
vice versa,

(i1) to a different period of amortization for research and experimental expenditures for a
particular project or projects that are being treated as deferred expenses under § 174(b);

(i) from treating research and experimental expenditures for a particular project or projects as
expenses under § 174(a) or deferred expenses under § 174(b) to treating such expenditures as a
charge to capital account, or vice versa, or

(iv) from treating research and experimental expenditures under any provision of the Code
other than § 174 to treating such expenditures under § 174 and the regulations thereunder.

(b) Inapplicability. This change does not apply to:

(1) a change in the treatment of computer software costs under Rev. Proc. 2000-50, 2000-2
C.B. 601, as modified by Rev. Proc. 2007-16, 2007-1 C.B. 358 (but see section 9 of this revenue
procedure for making that change);

(i1) a change in the treatment of Year 2000 costs under Rev. Proc. 97-50, 1997-2 C.B. 525; or

(iii) any amount paid or incurred in any taxable year for which § 174 as amended by § 13206
of the TCJA is in effect.

(3) Certain eligibility rule inapplicable. The eligibility rule in section 5.01(1)(f) of Rev. Proc.
2015-13,2015-5 L.R.B. 419, is not applicable to this change.

(4) Manner of making change.
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(a) This change is made on a cut-off basis and applies to all research and experimental
expenditures paid or incurred for a particular project or projects on or after the beginning of the
year of change. See § 174(b)(2), and §§ 1.174-3(a), 1.174-3(b)(2), and 1.174-4(a)(5) for more
information regarding a cut-off basis. Accordingly, a § 481(a) adjustment is neither permitted nor
required.

(b) The requirement under §§ 1.174-3(b)(2), 1.174-3(b)(3), and 1.174-4(b)(2) to file an
application (that is, a Form 3115) no later than the end of the first taxable year in which the
different method or different amortization period is to be used is waived for this change. However,
see section 6.03 of Rev. Proc. 2015-13 for filing requirements applicable to a change under this
section 7.01.

(c) The consent granted under section 9 of Rev. Proc. 2015-13 satisfies the consent required
under §§ 174(a)(2)(B), 174(a)(3), and 174(b)(2), and §§ 1.174-3(b)(2), 1.174-3(b)(3), and 1.174-
4(b)(2).

(5) Additional requirement. A taxpayer must attach to its Form 3115 a written statement
providing:

(a) the information required in § 1.174-3(b)(2) if the taxpayer is changing to treating research
and experimental expenditures as expenses under § 174(a);

(b) the information required in § 1.174-3(b)(3) if the taxpayer is changing from treating research
and experimental expenditures as expenses under § 174(a); or

(c) the information required in § 1.174-4(b)(2