Rev. Proc. 2003-50

SECTION 1. PURPOSE

This revenue procedure amplifies and
modifies Rev. Proc. 2002-33, 2002-1
C.B. 963, by extending the relief provided
in Rev. Proc. 2002-33 to any taxpayer
that timely filed its 2000 or 2001 federal
tax return for the taxable year that included
September 11, 2001. This revenue pro-
cedure also permits an automatic exten-
sion of time to allow certain taxpayers to
changetheir selection of § 179 property for
the taxable year that included September
11, 2001.

SECTION 2. BACKGROUND

.01 Rev. Proc. 2002-33 provided addi-
tional time for certain taxpayers that filed
their 2000 or 2001 federal tax return be-
fore June 1, 2002, to (1) claim the 30-per-
cent additional first year depreciation pro-
vided by 88 168(k)(1) and 1400L (b) of the
Internal Revenue Code for a class of prop-
erty that is qualified property or qualified
New York Liberty Zone (Liberty Zone)
property placed in service after September
10, 2001, during the 2000 or 2001 taxable

year, (2) elect theincreased § 179 amount
provided by § 1400L(f) for 8§ 179 prop-
erty that is Liberty Zone property placed
in service by the taxpayer after September
10, 2001, during the 2000 or 2001 taxable
year, and (3) depreciate under § 168 Lib-
erty Zone leasehold improvement prop-
erty (as defined in § 1400L (c)(2)) placed
in service by the taxpayer after Septem-
ber 10, 2001, during the 2000 or 2001
taxable year, as 5-year property using the
straight-line method of depreciation. See
sections 4.01, 4.03, and 4.04 of Rev. Proc.
2002-33.

.02 Rev. Proc. 2002-33 also ex-
plained how taxpayers may make the
election provided by § 168(k)(2)(C)(iii)
and § 1400L(b)(2)(C)(iv) not to deduct
the 30-percent additional first year depre-
ciation for any class of property that is
qualified property or Liberty Zone prop-
erty placed in service after September
10, 2001. Special provisions, including a
deemed election, were provided for tax-
payersthat filed their 2000 or 2001 federal
tax return before June 1, 2002. See sec-
tions 3 and 4.02 of Rev. Proc. 2002-33.

.03 The Treasury Department and the
Internal Revenue Service have learned that
some taxpayers were unaware of the relief



provided by Rev. Proc. 2002-33 or were
precluded fromtherelief becausetheir fed-
eral tax returns for the taxable year that in-
cluded September 11, 2001, were filed on
or after June 1, 2002. As aresult, Trea-
sury and the Service have determined that
it is appropriate to extend the relief pro-
vided in section 4 of Rev. Proc. 2002-33
to any taxpayer that timely filed its fed-
era tax return for the taxable year that in-
cluded September 11, 2001. Treasury and
the Service also have determined that it is
appropriate to allow certain taxpayers ad-
ditional time to change their selection of
§ 179 property. Accordingly, section 3 of
this revenue procedure amplifies and mod-
ifies section 4 of Rev. Proc. 2002-33.

SECTION 3. PROCEDURES FOR
RETURNS TIMELY FILED FOR A
TAXABLE YEAR THAT INCLUDED
SEPTEMBER 11, 2001

.01 30-Percent Additional First Year
Depreciation.

(1) Ingeneral. If ataxpayer timely filed
itsfederal tax return for ataxable year that
included September 11, 2001, and did not
claim on that return the 30-percent addi-
tional first year depreciation for a class of
property that is qualified property or Lib-
erty Zone property placed in service by the
taxpayer after September 10, 2001, during
the taxable year that included September
11, 2001, but wants to do so, the taxpayer
may claim the 30-percent additiona first
year depreciation for that class of property
under this section 3.01, provided the tax-
payer did not make an election in the man-
ner described in section 3.02(1) or (2) of
this revenue procedure not to deduct the
30-percent additiona first year deprecia-
tion for the class of property. Thetaxpayer
has the option of claiming the 30-percent
additional first year depreciation for the
taxable year that included September 11,
2001:

(&) by filing an amended federal tax re-
turn (or a qualified amended return under
Rev. Proc. 94-69, 1994-2 C.B. 804, if
applicable; hereinafter, referred to in this
document asa* qualified amended return™)
on or before December 31, 2003, for the
taxable year that included September 11,
2001, and any affected subsequent taxable
year, and including the statement “Filed
Pursuant to Rev. Proc. 2003-50" at the

top of any amended federal tax return (or
qualified amended return);

(b) by filing a Form 3115, Application
for Change in Accounting Method, with
the taxpayer’s timely filed federal tax re-
turn for the first taxable year succeeding
the taxable year that included September
11, 2001, if thisreturn has not been filed on
or before July 21, 2003, and the taxpayer
ownsthe property as of thefirst day of this
taxable year; or

(c) if the taxpayer’s federal tax return
for the first taxable year succeeding the
taxable year that included September 11,
2001, wasfiled on or before July 21, 2003,
by

(i) filing an amended federal tax return
(or a qualified amended return) on or be-
fore December 31, 2003, for the first tax-
able year succeeding the taxable year that
included September 11, 2001, attaching a
Form 3115 to the amended federal tax re-
turn, and including the statement “Filed
Pursuant to Rev. Proc. 2003-50" at the
top of the amended federal tax return (or
qualified amended return); or

(i) filing a Form 3115 with the tax-
payer's timely filed federal tax return for
the second taxable year succeeding the
taxable year that included September 11,
2001, and ending on or before July 31,
2004, if the taxpayer owns the property as
of the first day of this taxable year.

(2) Automatic change in method of ac-
counting. The Form 3115 is to be com-
pleted and filed in accordance with the
automatic change in method of account-
ing provisions in Rev. Proc. 2002-9,
2002-1 C.B. 327 (as modified and ampli-
fied by Rev. Proc. 2002-19, 2002-1 C.B.
696, as amplified, clarified, and modified
by Rev. Proc. 2002-54, 2002-35 |.R.B.
432, and as modified and clarified by An-
nouncement 200217, 2002-1 C.B. 561)
or any successor, with the following mod-
ifications:

(a) Thescopelimitationsin section 4.02
of Rev. Proc. 2002-9 do not apply; and

(b) To assist the Service in processing
changes in method of accounting under
this section of the revenue procedure,
and to ensure proper handling, section
6.02(4)(a) of Rev. Proc. 2002-9 is mod-
ified to require that a Form 3115 filed
under this revenue procedure include the
statement: “Automatic Change Filed Un-
der Rev. Proc. 2003-50.” This statement
should be legibly printed or typed on the

appropriate line on any Form 3115 filed
under this revenue procedure.

.02 Election Not to Deduct 30-Percent
Additional First Year Depreciation.

(1) In general. A taxpayer that timely
filed its federal tax return for the taxable
year that included September 11, 2001, has
made the el ection not to deduct the 30-per-
cent additiona first year depreciation for
a class of property that is qualified prop-
erty or Liberty Zone property during the
taxable year that included September 11,
2001, if:

(@) the taxpayer made the election
within the time prescribed in section
3.03(1) or 3.03(2)(a) of Rev. Proc.
2002-33, and in the manner prescribed in
the instructions for the 2001 Form 4562,
Depreciation and Amortization (Rev.
March 2002); or

(b) the taxpayer made the election
within the time prescribed in section
3.03(1) or 3.03(2)(a) of Rev. Proc.
2002-33 and included with the taxpayer’s
federal tax return for the taxable year
that included September 11, 2001, an
affirmative statement to the effect that the
taxpayer is not deducting the 30-percent
additional first year depreciation for the
class of property. The affirmative state-
ment may be a statement attached to, or
written on, the return (for example, writ-
ing on the Form 4562 “not deducting 30
percent”).

(2) Deemed election. If section 3.02(1)
of this revenue procedure does not apply,
a taxpayer that timely filed its federal tax
return for the taxable year that included
September 11, 2001, also will be treated
as making the election not to deduct the
30-percent additional first year deprecia-
tion for aclass of property that is qualified
property or Liberty Zone property placed
in service by the taxpayer after Septem-
ber 10, 2001, during the taxable year that
included September 11, 2001, if the tax-
payer:

(@) on that return, did not claim the
30-percent additional first year deprecia-
tion for that class of property but did claim
depreciation; and

(b) does not file an amended federal tax
return (or a qualified amended return) or
a Form 3115 within the time and in the
manner prescribed in section 3.01 of this
revenue procedure to claim the 30-percent
additional first year depreciation for the



class of property for the taxable year that
included September 11, 2001.

.03 Increased Section 179 Expensing
for Liberty Zone Property. If ataxpayer
timely filed its federal tax return for the
taxable year that included September 11,
2001, and did not elect on that return
to expense the increased § 179 amount
provided by § 1400L (f) for § 179 property
that is Liberty Zone property placed in
service by the taxpayer after September
10, 2001, during the taxable year that
included September 11, 2001, but wantsto
do so, the taxpayer must file an amended
federal tax return (or a qualified amended
return) on or before December 31, 2003,
for the taxable year that included Septem-
ber 11, 2001, and any affected subsequent
taxable year, and attach to the amended
federal tax return for the taxable year that
included September 11, 2001, the election
and any necessary information required
by § 1.179-5 of the Income Tax Regu-
lations. The taxpayer must also include
the statement “Filed Pursuant to Rev.
Proc. 2003-50" at the top of any amended
federal tax return (or qualified amended
return).

.04 Changing Selection of Section 179
Property.

(1) Application. If a taxpayer timely
filed its federal tax return for the taxable
year that included September 11, 2001,
and, on that return, made a § 179 election
for property, the taxpayer may change the
selection of the 8 179 property on that re-
turn if:

(& on that return, the taxpayer did not
deduct the 30-percent additional first year
depreciation for any property or did not
elect out of the 30-percent additional first
year depreciation;

(b) the taxpayer made the § 179 elec-
tion for property placed in service after
September 10, 2001; and

(c) the taxpayer now wantsto claim the
30-percent additional first year deprecia-
tion for that same property and apply the
8§ 179 election to other property placed in
service by the taxpayer in the taxable year
that included September 11, 2001.

(2) Time and manner of changing se-
lection. A taxpayer described in section
3.04(1) of this revenue procedure changes
the selection of the § 179 property by filing

an amended federal tax return (or a quali-
fied amended return) on or before Decem-
ber 31, 2003, for the taxable year that in-
cluded September 11, 2001, and any af-
fected subsequent taxable year, and attach-
ing to the amended federal tax return for
the taxable year that included September
11, 2001, the election and any necessary
information required by § 1.179-5. The
taxpayer must also include the statement
“Filed Pursuant to Rev. Proc. 2003-50"
at the top of any amended federal tax re-
turn (or qualified amended return).

.05 Liberty Zone Leasehold Improve-
ment Property. If ataxpayer timely filed
its federal tax return for the taxable year
that included September 11, 2001, and did
not depreciate on that return Liberty Zone
leasehold improvement property placed in
service by thetaxpayer after September 10,
2001, during the taxabl e year that included
September 11, 2001, as5-year property for
purposes of § 168 using the straight-line
method of depreciation, the taxpayer must
depreciate the Liberty Zone leasehold im-
provement property as 5-year property by
either filing an amended federal tax return
(or qualified amended return) or a Form
3115 within the time and in the manner
prescribed in section 3.01 of this revenue
procedure for claiming the 30-percent ad-
ditional first year depreciation for aclassof
property for the taxable year that included
September 11, 2001.

SECTION 4. EFFECT ON OTHER
DOCUMENTS

.01 Rev. Proc. 2002-33 is amplified
and modified.

.02 Rev. Proc. 2002-9 isamplified and
modified to include the accounting method
change provided in section 3.01 of thisrev-
enue procedurein section 2 of the APPEN-
DIX.

SECTION 5. EFFECTIVE DATE

Thisrevenue procedureiseffective June
26, 2003.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Douglas Kim of the Office
of Associate Chief Counsel (Passthroughs
and Special Industries). For further infor-
mation regarding this revenue procedure,

contact Mr. Kim at (202) 622—-3110 (not a
toll-free call).





