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AGENCY: Internal Revenue Serviceial in the administration of any internalcluding any extensions of time) for the

(IRS), Treasury. revenue law. generally, tax returns anthxable year in which the active trade or
_ _ tax return information are confidential, adusiness begins. Thus, a taxpayer may
ACTION: Final regulations. required by 26 U.S.C. 6103. file an election for any taxable year prior

to the year in which the taxpayer’s active

S_UMMARYE This docurr_lent contains Background trade or business begins, and such elec-
final regulations concerning start-up ex-

penditures for active trades or businesses S€ction 195 was added to the Interndjon Will become effective in the month of
under section 195. These regulations af§eVenue Code of 1954 by section 102 dhe year in which the taxpayer's active
: e Miscellaneous Revenue Act of 198drade or business begins.

necessary to provide rules and procedurH% X ' One commentator suadested that the

for electing to amortize start-up expend;@nd was amended by section 94 of the Tax == == h dgg lati

tures under section 195. They affect affeform Act of 1984. _ provision in the proposed regulations per-

taxpayers wishing to amortize start-up ex- Section 195 generally provides that nd.;mttmg the filing of a revised ;tatement Fo
enditures under section 195 deduction is allowed for start-up expendilnclude any start-up expenditures not in-

P ' tures unless the taxpayer elects to amofluded in the taxpayer’s original election

DATES: Effective Date: These regula- tize the expenditures. Under sectioftatement appears to endorse the practice

tions are effective December 17, 1998. 195(b)(1), if the taxpayer elects to amorOf those taxpayers who file elections list-

Applicability Date: For the date of ap- tize start-up expenditures, the expending token_ or zero start-up expenditures on
plicability of these regulations, seelures are amortizable over a period of ndhe election statement and subsequently
§1.195-1(d). less than 60 months beginning with th@ttempt tq increase the.amount subject to

month in which the active trade or busiamortization by expenditures that taxpay-
FOR FURTHER INFORMATION CON- ness begins. Section 195(d) provides th&fS have been unsuccessful in maintaining
TACT: David Selig, (202) 622-3040 (notan election to amortize start-up expend@s €xpansion costs. The provision is not
a toll-free number). tures must be made not later than the tinfé€signed to permit a taxpayer to revise the

prescribed by law for filing the return forelection statement to include start-up ex-
SUPPLEMENTARY INFORMATION: the taxable year in which the active trad@enditures omitted by reason of the tax-
or business begins (including extensiongayer’s claim on the taxpayer’s return that
thereof). the expenditures are expansion costs. Ac-

The collection of information con- ©On January 13, 1998, the IRS pubcordingly, the regulations have been clari-
tained in these final regulations has bedighed a notice of proposed rulemakindied to provide that the election statement
reviewed and approved by the Office ofREG-209373-81, 1998-14 |.R.B. 26] inmay not be revised to include expendi-
Management and Budget in accordandd'e Federal Register(63 F.R. 1933) tures tha}t a taxpayer has treated_on the
with the Paperwork Reduction Act ofProposing amendments to the Income TaRXpayer's tax return in a manner incon-
1995 (44 U.S.C. 3507(d)) under controRegulations (26 CFR part 1) concerningistent with their treatment as start-up ex-
number 1545-1582. the election to amortize start-up expendiPenditures.

An agency may not conduct or sponsofUres under section 195 of the Internal Another commentator suggested that a
and a person is not required to respond tRe€venue Code. A public hearing waseparate statement to make the election
a collection of information unless the col-Scheduled for June 2, 1998, pursuant tounder section 195 should not be required
lection of information displays a valid notice of public hearing published simulfor small businesses, but rather a check-
control number. taneously with the notice of proposedhe-box election should be provided. A

The estimated annual burden per rdulemaking. No one requested to speak aeparate statement is necessary to ensure
spondent varies from .10 hours to .58"e public hearing, therefore, no publidhat the expenses listed therein are prop-
hours, depending on individual circum-n€aring was held. Written comments reerly characterized as start-up expendi-
stances, with an estimated average of .&#ponding to the notice were receivediures, and that amortization of the start-up
hours. After consideration of all of the com-expenditures will begin and end at the

Comments concerning the accuracy dhents, the proposed regulations arproper times. The statement is simple to
this burden estimate and suggestions f@idopted as revised by this Treasury degtomplete and the time to prepare the

reducing this burden should be sent to th&O": statement is minimal. - Accordingly, the

Internal Revenue Service Attn: IRS . o ] _final regulations retain the requirement

Explanation of Revisions and Discussionipat g se i i
- ) - parate statement with the requi-
Reports Clearance Officer, PC.E'P, Waslyt comments site information be attached to the tax-
ington, DC 20224, and to theffice of

art)ayer’s return.

Paperwork Reduction Act

Management and BudgetAttn: Desk The proposed regulations provide th

Officer fgr the Department of the Trea-an eIe_ction to amortize _start—up expendispecial Analyses

sury, Office of Information and Regula-tures is made by attaching a statement to

tory Affairs, Washington, DC 20503. the taxpayer’s income tax return. The in- has been determined that this Treasury
Books or records relating to this colleccome tax return and statement must beecision is not a significant regulatory ac-

tion of information must be retained adiled not later than the date prescribed btion as defined in EO 12866. Therefore, a

long as their contents may become matelaw for filing the income tax return (in- regulatory assessment is not required. It



is hereby certified that these regulationstart-up expenditures is irrevocable, an
do not have a significant impact on a sulthe amortization period selected by th
stantial number of small entitiesThis taxpayer in making the election may nc
certification is based upon the fact that theubsequently be changed.
time required to prepare and file the elec- (b) Time and manner of making elec
tion statement is minimal and will nottion. The election to amortize start-up ex
have a significant impact on those smajpenditures under section 195 shall b
entities that choose to make the electioonade by attaching a statement containir
Therefore, a Regulatory Flexibility the information described in paragraph (c
Analysis under the Regulatory Flexibilityof this section to the taxpays return.
Act (5 U.S.C. chapter 6) is not required. The statement must be filed no later the
Pursuant to section 7805(f) of the Interthe date prescribed by law for filing the
nal Revenue Code, the notice of proposea@turn (including any extensions of time
rulemaking preceding these regulationfor the taxable year in which the active
was submitted to the Chief Counsel fotrade or business beginghe statement
Advocacy of the Small Busing&dmin- may be filed with a return for any taxable
istration for comment on its impact onyear prior to the year in which thexta
small business. payea’s active trade or business begin
but no later than the date prescribed in t
preceding sentencéccordingly, an elec-

The principal author of these regul tion under section 195 filed for anyxta

tions is David Selig, @ice of the Assis- able year prior to the year in which th

tant Chief Counsel (Passthroughs an{@XPaye's active trade or business begir
Special Industries), IRS. Howayether (and pursuant to which the taxpayer con

personnel from the IRS dffreasury De- menced amortizing start-up expenditure

partment participated in their developn that prior year) will becomefiective in
ment. the month of the year in which thexta

paye’s active trade or business begins.
*oxox ok (c) Informationrequred. The state-
ment shall set forth a description of th
trade or business to which it relates wit
suficient detail so that expenses relatin
Accordingly, 26 CFR parts 1 and go2to the trade or business can.be id_entifie
are amended as follows: properly fo.r the taxable year in which the
statement is filed and for all future taxabl
PART 1—INCOME TAXES years to which it relatesThe statement
o also shall include the number of month
Paragraph .1 The authority citation for (not less than 60) over which the expenc
part 1 continues to read in part as follows, o5 are to be amortized, and to the e
Authority: 26_U'S'C' 7805 * i tent known at the time the statement |
Pa. 2. Section 1.195-1 is added tGjieq, 5 description of each start-up exper
read as follows: diture incurred (whether or not paid) an
§1.195-1 Election to amortize start-up ("€ month in which the active trade o
expenditues. b_usmess began (or was a_cquwe@_) re-
vised statement may be filed to includ
(8 In general Under section 195(b), aany start-up expenditures not included i
taxpayer may elect to amortize start-ughe taxpaygs original election statement,
expenditures (as defined in sectiotbut the revised statement may not incluc
195(c)(1)) A taxpayer who elects to any expenditures for which the taxpaye
amortize start-up expenditures must, dtad previously taken a position on a re
the time of the election, select an amortiturn inconsistent with their treatment a
zation period of not less than 60 monthsstart-up expendituresThe revised state-
beginning with the month in which the aciment may be filed with a return filed aftel
tive trade or business begin3he elec- the return that contained the election.
tion applies to all of the taxpaye start- (d) Effective date This section applies
up expenditures with respect to the trade elections filed on or after December 17
or business The election to amortize 1998.
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