
for services rendered in defending a
trademark owned by the taxpayer.

Conversely, a taxpayer that originates
a loan to a borrower in the course of its
lending business would not be required to
capitalize amounts paid to secure a credit
history and property appraisal to facilitate
the loan where the total amount paid with
respect to that loan does not exceed the
threshold dollar amount. The taxpayer
also would not be required to capitalize
the amount of salaries paid to employees
or overhead costs of the taxpayer’s loan
origination department.

In addition, the rule would require a
corporate taxpayer to capitalize legal fees
in excess of the threshold dollar amount
paid to its outside counsel to facilitate an
acquisition of all of the taxpayer’s out-
standing stock by an acquirer. See, e.g.,
INDOPCO, Inc. v. Commissioner, 503
U.S. 79 (1992). However, the rule would
not require capitalization of the portion of
officers’ salaries that is allocable to time
spent by the officers negotiating the
acquisition. Cf. Wells Fargo & Co. v.
Commissioner, 224 F.3d 874 (8th Cir.
2000).

The rule also would not require capi-
talization of post-acquisition integration
costs or severance payments made to
employees as a result of an acquisition
transaction because such costs do not
facilitate the acquisition.

D. Other Items on Which Public
Comment is Requested

1. Other costs of creating, acquiring or
enhancing intangible assets or benefits
that require capitalization.

The IRS and Treasury Department are
considering what general principles of
capitalization should be used to identify
the costs of acquiring, creating, or
enhancing intangible assets or benefits
that should be capitalized under section
263(a) but are not described above. The
IRS and Treasury Department anticipate
that these general principles will apply in
rare and unusual circumstances to require

capitalization of costs that are similar to
those described above. Comments are
requested on capitalization principles (for
example, a separate and distinct asset test
or a significant future benefit test) that
can be used to identify other costs that
should be capitalized under section
263(a) and the administrability of such
principles. The IRS and Treasury Depart-
ment also request comments on other cat-
egories of costs associated with intangible
assets or benefits that should be capital-
ized under section 263(a), but are not
described above.

2. Book-Tax conformity.

The IRS and Treasury Department
request comments on whether there are
types of expenditures other than those
discussed above for which the taxpayer’s
treatment for financial or regulatory
accounting purposes should be taken into
account in determining the treatment for
federal income tax purposes or to sim-
plify tax reporting.

3. Amortization periods.

Certain intangibles have readily ascer-
tainable useful lives that can be deter-
mined with reasonable accuracy, while
others do not. The IRS and Treasury
Department expect to provide safe harbor
recovery periods and methods for certain
capitalized expenditures that do not have
readily ascertainable useful lives. Com-
ments are requested regarding whether
guidance should provide one uniform
period or multiple recovery periods and
what the recovery periods and methods
should be.

4. De minimis rules.

The IRS and Treasury Department
request comments on whether there are
types of expenditures other than those
discussed above for which it would be
appropriate to prescribe de minimis rules
that would not require capitalization
under section 263(a). If there are such
categories or thresholds, comments are

requested on how expenditures would be
aggregated in applying these de minimis
rules.

5. Costs of Software.

The IRS and Treasury Department
request comments on what rules and prin-
ciples should be used to distinguish
acquired software from developed soft-
ware and the administrability of those
rules and principles. See Rev. Proc.
2000–50 (2000–2 C.B. 601).

Heather C. Maloy,
Associate Chief Counsel

(Income Tax & Accounting).

(Filed by the Office of the Federal Register on Janu-
ary 23, 2002, 8:45 a.m., and published in the issue
of the Federal Register for January 24, 2002, 67 F.R.
3461)

New Form 720X, Amended
Quarterly Federal Excise Tax
Return

Announcement 2002–10

New Form 720X is available. Form 720X
is used to make adjustments to liability
reported on Forms 720 you have filed for
previous quarters. Form 720X replaces
Part I of Schedule C (Form 720).

You can obtain Form 720X by tele-
phone or by using IRS electronic infor-
mation services.

Request by Number or address

Personal computer:

IRS Web Site www.irs.gov

File transfer
protocol

ftp.irs.gov

Telephone 1–800–TAX-FORM

(1–800–829–3676)

February 19, 2002 539 2002–7 I.R.B.


