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§ 1.181–2T Election (temporary). 
(a) Time and manner of making elec-

tion. (1) Except as provided in para-
graph (e) of this section, a taxpayer 
electing to deduct the production cost 
of a production under section 181 must 
do so in the time and manner described 
in this paragraph (a). Except as pro-
vided in paragraphs (a)(2) and (e) of 
this section, the election must be made 
by the due date (including extensions) 
for filing the taxpayer’s Federal in-
come tax return for the first taxable 
year in which production costs (as de-
fined in § 1.181–1T(a)(3)) have been paid 
or incurred. See § 301.9100–2 of this 
chapter for a six-month extension of 
this period in certain circumstances. 
The election under section 181 is made 
separately for each production pro-
duced by the owner. 

(2) An owner may not make an elec-
tion under paragraph (a)(1) of this sec-
tion until the first taxable year in 
which the owner reasonably expects 
(based on all of the facts and cir-
cumstances) that— 

(i) The production will be set for pro-
duction and will, upon completion, be a 
qualified film or television production; 
and 

(ii) The aggregate production cost 
paid or incurred with respect to the 
production will, at no time, exceed the 
applicable production cost limit set 
forth under § 1.181–1T(b) of the regula-
tions. 

(3) If the election under this para-
graph (a) is made in a taxable year sub-
sequent to the taxable year in which 
production costs were first paid or in-
curred because paragraph (a)(2) of this 
section was not satisfied until such 
subsequent taxable year, the election 
must be made in the first such taxable 
year, and any production costs in-
curred prior to the taxable year in 
which the taxpayer makes the election 
are treated as production costs (except 
as provided in § 1.181–1T(c)(2)) that are 
deductible under § 1.181–1T(a) in the 
taxable year paragraph (a)(2) of this 
section is first satisfied and the elec-
tion is made. 

(b) Election by entity. In the case of a 
production owned by an entity, the 
election is made by the entity. For ex-
ample, the election is made for each 
member of a consolidated group by the 

common parent of the group, for each 
partner by the partnership, or for each 
shareholder by the S corporation. The 
election must be made by the due date 
(including extensions) for filing the re-
turn for the later of the taxable year of 
the entity in which production costs 
are first paid or incurred or the first 
taxable year in which § 1.181–2T(a)(2) is 
satisfied. 

(c) Information required—(1) Initial 
election. For each production to which 
the election applies, the taxpayer must 
attach a statement to the return stat-
ing that the taxpayer is making an 
election under section 181 and pro-
viding— 

(i) The name (or other unique identi-
fying designation) of the production; 

(ii) The date production costs were 
first paid or incurred with respect to 
the production; 

(iii) The amount of production costs 
(as defined in § 1.181–1T(a)(3)) paid or 
incurred with respect to the production 
during the taxable year (including 
costs described in § 1.181–2T(a)(3)); 

(iv) The aggregate amount of quali-
fied compensation (as defined in § 1.181– 
3T(d)) paid or incurred with respect to 
the production during the taxable year 
(including costs described in § 1.181– 
2T(a)(3)); 

(v) The aggregate amount of com-
pensation (as defined in § 1.181–3T(c)) 
paid or incurred with respect to the 
production during the taxable year (in-
cluding costs described in § 1.181– 
2T(a)(3)); 

(vi) If the owner expects that the 
total production cost of the production 
will be significantly paid or incurred in 
(or, if applicable, if a significant por-
tion of the total number of days of 
principal photography will occur in) 
one or more of the areas specified in 
§ 1.181–1T(b)(2)(i), the identity of the 
area or areas, the amount of produc-
tion costs paid or incurred (or the num-
ber of days of principal photography 
engaged in) for the applicable activi-
ties described in § 1.181–1T(b)(2)(ii), (iii), 
or (iv), as applicable, that take place 
within such areas (including costs de-
scribed in § 1.181–2T(a)(3)), and the total 
production cost paid or incurred (or the 
total number of days of principal pho-
tography engaged in) for such activi-
ties (whether or not they take place in 
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such areas), for the taxable year (in-
cluding costs described in § 1.181– 
2T(a)(3)); and 

(vii) A declaration that the owner 
reasonably expects (based on all of the 
facts and circumstances at the time 
the election was filed) both that the 
production will be set for production 
(or has been set for production) and 
will be a qualified film or television 
production, and that the aggregate pro-
duction cost of the production paid or 
incurred will not, at any time, exceed 
the applicable dollar amount set forth 
under § 1.181–1T(b). 

(2) Subsequent taxable years. If the 
owner pays or incurs additional pro-
duction costs in any taxable year sub-
sequent to the taxable year in which 
production costs are first deducted 
under section 181, the owner must at-
tach a statement to its Federal income 
tax return for that subsequent taxable 
year providing— 

(i) The name (or other unique identi-
fying designation) of the production; 

(ii) The date the production costs 
were first paid or incurred; 

(iii) The amount of production costs 
paid or incurred by the owner with re-
spect to the production during the tax-
able year; 

(iv) The amount of qualified com-
pensation paid or incurred with respect 
to the production during the taxable 
year; 

(v) The aggregate amount of com-
pensation paid or incurred with respect 
to the production during the taxable 
year, and the aggregate amount of 
compensation paid or incurred with re-
spect to the production in all prior tax-
able years; 

(vi) If the owner expects that the 
total production cost of the production 
will be significantly paid or incurred in 
(or, if applicable, if a significant por-
tion of the total number of days of 
principal photography will occur in) 
one or more of the areas specified in 
§ 1.181–1T(b)(2)(i), the identity of the 
area or areas, the amount of produc-
tion costs paid or incurred (or the num-
ber of days of principal photography 
engaged in) for the applicable activi-
ties described in § 1.181–1T(b)(2)(ii), (iii), 
or (iv), as applicable, that take place 
within such areas, and the total pro-
duction cost paid or incurred (or the 

number of days of principal photog-
raphy engaged in) for such activities 
(whether or not they take place in such 
areas), for the taxable year; and 

(vii) A declaration that the owner 
continues to reasonably expect (based 
on all of the facts and circumstances at 
the time the election was filed) both 
that the production will be set for pro-
duction (or has been set for production) 
and will be a qualified film or tele-
vision production, and that the aggre-
gate production cost of the production 
paid or incurred will not, at any time, 
exceed the applicable dollar amount 
set forth under § 1.181–1T(b). 

(3) Deductions by more than one owner. 
If more than one taxpayer will claim 
deductions under section 181 with re-
spect to the production for the taxable 
year, each owner (but not the members 
of an entity who are issued a Schedule 
K–1 by the entity with respect to their 
interest in the production) must pro-
vide a list of the names and taxpayer 
identification numbers of all such tax-
payers, the dollar amount that each 
such taxpayer is entitled to deduct 
under section 181, and the information 
required by paragraphs (c)(1)(iii) 
through (vi) and (c)(2)(iii) through (vi) 
of this section for all owners. 

(d) Revocation of election—(1) In gen-
eral. An election made under this sec-
tion may not be revoked without the 
consent of the Secretary. 

(2) Consent granted. The Secretary’s 
consent to revoke an election under 
this section with respect to a par-
ticular production will be granted if 
the owner— 

(i) Files a Federal income tax return 
in which the owner complies with the 
recapture provisions of § 1.181–4T(a) to 
recapture the amount described in 
§ 1.181–4T(a)(3); and 

(ii) Attaches a statement to the own-
er’s return clearly indicating the name 
(or other unique identifying designa-
tion) of the production, and stating 
that the election under section 181 with 
respect to that production is being re-
voked pursuant to § 1.181–2T(d)(2). 

(e) Transition rules—(1) Costs first paid 
or incurred prior to October 23, 2004. If a 
taxpayer begins principal photography 
of a production after October 22, 2004, 
but first paid or incurred production 
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costs before October 23, 2004, the tax-
payer is entitled to make an election 
under this section with respect to 
those costs. If, before June 15, 2006, the 
taxpayer filed its Federal tax return 
for the taxable year in which produc-
tion costs were first paid or incurred, 
and if the taxpayer wants to make a 
section 181 election for that taxable 
year, the taxpayer may make the elec-
tion either by— 

(i) Filing an amended Federal tax re-
turn for the taxable year in which pro-
duction costs were first paid or in-
curred, and for all subsequent affected 
taxable year(s), on or before November 
15, 2006, provided that all of these years 
are open under the period of limita-
tions for assessment under section 
6501(a); or 

(ii) Filing a Form 3115, ‘‘Application 
For Change in Accounting Method,’’ 
for the first or second taxable year end-
ing on or after December 31, 2005, in ac-
cordance with the administrative pro-
cedures issued under § 1.446–1(e)(3)(ii) 
for obtaining the Commissioner’s auto-
matic consent to a change in account-
ing method (for further guidance, for 
example, see Rev. Proc. 2002–9, 2002–1 
CB 327, and § 601.601(d)(2)(ii)(b) of this 
chapter). This change in method of ac-
counting results in a section 481 adjust-
ment. Further, any limitations on ob-
taining the automatic consent of the 
Commissioner do not apply to a tax-
payer seeking to change its method of 
accounting under this paragraph (e)(1). 
Moreover, the taxpayer must include 
on line 1a of the Form 3115 the des-
ignated automatic accounting method 
change number ‘‘100’’. 

(2) Returns filed after June 14, 2006, and 
before March 12, 2007. If, after June 14, 
2006, and before March 12, 2007, the 
owner of a film or television produc-
tion filed its original Federal income 
tax return for a taxable year ending 
after October 22, 2004, without making 
an election under section 181 for pro-
duction costs first paid or incurred 
after October 22, 2004, and if the tax-
payer wants to make an election under 
section 181 for production costs first 
paid or incurred during that taxable 
year, the taxpayer must make the elec-
tion within the time provided by para-
graph (a) of this section and in the 
manner provided in paragraph (c)(1) of 

this section, except that the election 
statement attached to the return must 
include the information required in 
paragraphs (c)(1)(i) through (vi) of this 
section. 

(3) Information required. If, in accord-
ance with paragraph (e)(1) of this sec-
tion, the taxpayer is making an elec-
tion for a prior taxable year by filing 
amended Federal tax return(s), the 
statement and information required by 
paragraphs (c)(1) and (c)(2) of this sec-
tion must be attached to each amended 
return. If, in accordance with para-
graph (e)(1) of this section, the tax-
payer is making a section 181 election 
for a prior taxable year by filing a 
Form 3115 for the first or second tax-
able year ending on or after December 
31, 2005, the statement and information 
required by paragraphs (c)(1) and (c)(2) 
of this section must be attached to the 
Form 3115. For purposes of the pre-
ceding sentence, the amount of the 
cost or compensation paid or incurred 
for the production must only include 
the amount paid or incurred in taxable 
years prior to the year of change (for 
further guidance on year of change, see 
section 5.02 of Rev. Proc. 2002–9 and 
§ 601.601(d)(2)(ii)(b) of this chapter). 

[T.D. 9312, 72 FR 6159, Feb. 9, 2007] 

§ 1.181–3T Qualified film or television 
production (temporary). 

(a) In general. The term qualified film 
or television production means any pro-
duction (as defined in paragraph (b) of 
this section) if not less than 75 percent 
of the total amount of compensation 
(as defined in paragraph (c) of this sec-
tion) paid with respect to the produc-
tion is qualified compensation (as de-
fined in paragraph (d) of this section). 

(b) Production—(1) In general. Except 
as provided in paragraph (b)(3) of this 
section, for purposes of this section and 
§§ 1.181–1T, 1.181–2T, 1.181–4T, 1.181–5T, 
and 1.181–6T, a film or television pro-
duction (or production) means any film 
or video (including digital video) pro-
duction the production cost of which is 
subject to capitalization under section 
263A, or that would be would be subject 
to capitalization if section 263A applied 
to the owner of the production. 

(2) Special rules for television produc-
tions. Each episode of a television se-
ries is a separate production to which 
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