26 CFR 601.204 Changs in accountirg periods
and in method of accounting.

(Also Part |, 88 168 446, 481; 1.168(i)-1 1.446—
1)

Rev. Proc. 97-30

SECTION 1. PURPOSE

This revene procedue allows a tax-
payeg to make a generd assé account
electimn undeg § 168(i)(4) of the Inter-
nd Revene Code for certan property
tha was placal in servie in taxable
yeas endirg before Octobe 11, 1994.
The electin sé forth in this revenue
procedue is availabk only for a taxable
yea endirg in 199% or 1997 (the year
of change).

SECTION 2. BACKGROUND

.01 Section 168(i)(4 provides that,
unde regulations a taxpaye may main-
tain one or more generd assé accounts
for any propery to which § 168 applies.
The rules for gener& assé accouns are
provided in § 1.168(i) of the Income
Tax Regulations which allows a tax-
paye to make an electim to group
asset into one or more generd asset
accounts The asset in ary particular
accoun are depreciatd as asinglke asset.
Eadh generd ass¢ accoum generally
includes only asset tha are placeal in
servie by the taxpaye in the same
taxabk yea and tha hawe the same
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depreciatio method recovey period,
convention and asse class.

Section 1.168(i)1 applies to property
subje¢ to § 168 tha is placal in sa-
vice in taxabk yeas endirg on or after
Octobe 11, 1994 For propery subject
to § 168 tha was placed in servie after
Decembe 31, 1986 in taxabk years
ending before October 11, 1994
§ 1.168(i)-1() provides tha the Internal
Revene Servie will allow ary reason-
able methal that is consistenyf applied
to the taxpaye’s generd assé accounts.

.02 Excep as otherwie expressly
provided a taxpaye mug obtan the
consem of the Commissione of Internal
Revene to chang a methal of ac-
countirg for federda income tax pur-
poses Section 446(8¢ and § 1.446-
1(e)(2)() To obtan this consent the
taxpaye mug file a Fom 3115, Appli-
cation for Change in Accounting
Method during the taxabk yea in
which the taxpaye desires to make the
propoed change. Sedion 1.446-
1T(e)(3)().

.03 The Commissione is authorized
to prescrite administratie procedures
setting forth the limitations terms and
conditiors necessar to obtan consent
for effecting a chang in metha of
accountilg and to prevert amounsg from
being duplicatel or omitted including
the taxabk yea or yeas in which the
§ 481(3 adjustmenis to be taken into
account Section 1.446-1(e)(3)(ii).

SECTION 3. GENERAL ASSET
ACCOUNT ELECTION

.01 Subje¢ to section 3.02 of this
revenwe procedure a taxpaye may elect
to appl the gener& ass¢ accoun rules
in § 1.168(i) for ary item of prop-
erty. (1) depreciatd by the taxpayer
unde § 168 (2) placal in servie by
the taxpaye after Decembe 31, 1986,
in ary taxabk yea endirg befor Octo-
ber 11, 1994 (3) for which the taxpayer
has nat previousy mace agenera asset
accounh election and (4) held by the
taxpaye as of the beginnirg of the year
of change.

.02 This electicn may be mack only if
the taxpaye has records tha establish:
(1) the taxabk yea in which the prop-
erty was placel in servie by the tax-
payer (2) the applicabé depreciation
method recovey period ard convention
unde § 168 for the property (3) the
unadjustd deprecial® bass (as defined
in 8 1.168(i)—1(b)(1) of the propery as
of the beginnirg of the yea of change;
ard (4) the depreciatio allowed or
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allowable whicheve is greate, for the
propery as of the end of the taxable
yea immediatey precedig the yea of
change.

SECTION 4. EFFECT OF ELECTION

.01 In general If a taxpaye makes a
generd asse accoum election unde this
revene procedure the taxpaye con-
sens to, and agres to appl, all of the
provisiors of § 1.168(i)4 to the prop-
erty subjet¢ to the election beginning
with the yea of change Thus pursuant
to § 1.168(i)-1(k)(1) the electimn gen-
erally is irrevocabé and will be binding
on the taxpaye for computirg taxable
income for the yea of chang ard for
all subsequentaxabk years The elec-
tion has no effect on the depreciation
method recovey period and convention
of the propert.

.02 Establishmen of generd asset
accounts Any propery subje¢ to a
gener& assé accoun election unde this
revenwe procedue mug be groupel into
one or more generh assé accouns in
accordane with the rules in § 1.168(i)—
1(c ard separat from ary account
formed in any taxabk yea prior to the
yea of change In addition ead general
assé accoum mug include a beginning
balane for both the unadjustd depre-
ciable bass ard the depreciatio reserve
of the generd ass¢ account The begin-
ning balane for the unadjustd depre-
ciable bask of the gener& assé account
is equa to the sum of the unadjusted
deprecial® base as of the beginnirg of
the yea of chang for all property
included in the generh ass¢ account.
The beginnirg balane of the deprecia-
tion resere of the generh assé account
is equa to the sum of the depreciation
allowed or alowable, whichever is
greate, as of the end of the taxabk year
immediately precaling the yea of
chang for all propery included in the
genera ass¢ account.

SECTION 5. CHANGE IN METHOD
OF ACCOUNTING

.01 Consent A generd assé account
election for ary item of propery tha is
mack pursuat to this revene procedure
is a chang in metha of accounting.
Unde § 1.446-1(e)(2)(i) the consen of
the Commissione is herely granta to
make this methal chang by ary tax-
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paye for ary item of propery for which
a genera ass¢ accoun electian is made
pursuah to this revenwe procedure This
conseh is grantel for the taxpaye’'s
yea of change The consen is condi-
tioned howeve, on the taxpaye’'s com-
plying with this revene procedure If
the taxpaye does nat comply with this
revene procedure the taxpaye will be
deeme to hawe initiated a chang in
methal of accountig without obtaining
the conseh of the Commissione re-
quired unde 8 446(e).

.02 No § 481(9 adjustment Because
the adjustel bask of the propery is not
changé by the gener& assé account
election the methal chang is mack on
a cut-df bass and thus no adjustment
unde 8§ 481(3 is required or permitted.

.03 Mannrer of making mehod
change.

(1) Complee and file a current
Form 3115. The genera ass¢ account
electicn unde this revene procedue is
mack on the taxpaye's timely filed
origind federd income tax retum (in-
cluding extensiony for the yea of
chang or on an amendd retun for the
yea of chang filed no later than De-
cembe 20, 1997 The election is made
by attachirg a completed currert Form
3115 to the taxpaye’'s origind or
amendd retum for the yea of change.
The requiremen to file a Form 3115
during the taxabk yea in which the
taxpaye desires to make the proposed
chang is waived in accordane with
§ 1.446-1(e)(3)(ii).

(2) No use fee No use fee is
requirel for a Form 3115 filed under
this revene procedure Any usea fee
that is submittel with ary Fom 3115
requestig permissio to make ageneral
asseé accout electiln unde this revenue
procedue will be returnel to the tax-
paye.

.04 No protectim from examination
changes A genera assé accoun elec-
tion unde this revene procedue does
not change the taxpaye’'s presef
methal of computirg depreciatio al-
lowances for the propery subjec to the
electim and consequeryi examination
protection is not provided Therefore,
for ary taxabk yea before the yea of
change a taxpaye tha receives consent
to make a generh asse accoun election
unde this revenwe procedue does not
therely obtan protection from examina-
tion changs for the propery included in
the gener& assé account.
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SECTION 6. EFFECTIVE DATE

An election may be mack pursuam to
this revene procedue for a taxpaye’s
taxabke yea endirg in 19% or 1997.

SECTION 7. EFFECT ON OTHER
DOCUMENTS

Rev. Proc 97-27 1997-2 |.R.B. 10,
is modified.

DRAFTING INFORMATION

The principd autha of this revenue
procedue is Kathleen Rea of the Of-
fice of Assisant Chief Counel
(Passthrough and Specia Industries).
For further information regarding this
revene procedure conta¢ Mark Pitzer
at (202 622-310 (not a toll-free call).
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