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erroneously deducted in 2011 under section 
162 as a business expense. Under paragraph 
(b) of this section, Corporation X is deemed 
to have elected to amortize start-up expendi-
tures under section 195(b) in 2011, including 
the additional $10,000 of start-up expendi-
tures. Corporation X is using an impermis-
sible method of accounting for the additional 
$10,000 of start-up expenditures and must 
change its method under § 1.446–1(e) and the 
applicable general administrative procedures 
in effect in 2013. 

Example 4. Subsequent redetermination of 
year in which business begins. The facts are 
the same as in Example 2 except that, in 2012, 
Corporation X deducted the start-up expendi-
tures allocable to January through Decem-
ber of 2012 ($36,000/180 × 12 = $2,400). In addi-
tion, in 2013 it is determined that Corpora-
tion X actually began business in 2012. Under 
paragraph (b) of this section, Corporation X 
is deemed to have elected to amortize start- 
up expenditures under section 195(b) in 2012. 
Corporation X impermissibly deducted start- 
up expenditures in 2011, and incorrectly de-
termined the amount of start-up expendi-
tures deducted in 2012. Therefore, Corpora-
tion X is using an impermissible method of 
accounting for the start-up expenditures and 
must change its method under § 1.446–1(e) and 
the applicable general administrative proce-
dures in effect in 2013. 

Example 5. Expenditures of more than $50,000 
but less than or equal to $55,000. The facts are 
the same as in Example 1 except that Cor-
poration X incurs start-up expenditures of 
$54,500. Under paragraph (b) of this section, 
Corporation X is deemed to have elected to 
amortize start-up expenditures under section 
195(b) in 2011. Therefore, Corporation X may 
deduct $500 ($5,000 ¥ $4,500) and the portion 
of the remaining $54,000 that is allocable to 
July through December of 2011 ($54,000/180 × 6 
= $1,800) in 2011, the taxable year in which 
the active trade or business begins. Corpora-
tion X may amortize the remaining $52,200 
($54,000 ¥ $1,800 = $52,200) ratably over the re-
maining 174 months. 

Example 6. Expenditures of more than $55,000. 
The facts are the same as in Example 1 except 
that Corporation X incurs start-up expendi-
tures of $450,000. Under paragraph (b) of this 
section, Corporation X is deemed to have 
elected to amortize start-up expenditures 
under section 195(b) in 2011. Therefore, Cor-
poration X may deduct the amounts allo-
cable to July through December of 2011 
($450,000/180 × 6 = $15,000) in 2011, the taxable 
year in which the active trade or business 
begins. Corporation X may amortize the re-
maining $435,000 ($450,000 ¥ $15,000 = $435,000) 
ratably over the remaining 174 months. 

(d) Effective/applicability date. This 
section applies to start-up expenditures 
paid or incurred after August 16, 2011. 
However, taxpayers may apply all the 

provisions of this section to start-up 
expenditures paid or incurred after Oc-
tober 22, 2004, provided that the period 
of limitations on assessment of tax for 
the year the election under paragraph 
(b) of this section is deemed made has 
not expired. For start-up expenditures 
paid or incurred on or before Sep-
tember 8, 2008, taxpayers may instead 
apply § 1.195–1, as in effect prior to that 
date (§ 1.195–1 as contained in 26 CFR 
part 1 edition revised as of April 1, 
2008). 

[T.D. 9542, 76 FR 50888, Aug. 17, 2011] 
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VerDate Mar<15>2010 10:21 May 21, 2013 Jkt 229089 PO 00000 Frm 00296 Fmt 8010 Sfmt 8010 Y:\SGML\229089.XXX 229089w
re

ie
r-

av
ile

s 
on

 D
S

K
5T

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R



287 

Internal Revenue Service, Treasury § 1.197–1T 

(2) Treatment of indemnity reinsurance 
transactions. 

(B) Loss. 
(C) Examples. 
(iv) Effective dates. 
(A) In general. 
(B) Application to pre-effective date acqui-

sitions and dispositions. 
(C) Change in method of accounting. 
(1) In general. 
(2) Acquisitions and dispositions on or 

after effective date. 
(3) Acquisitions and dispositions before the 

effective date. 
(6) Amounts paid or incurred for a fran-

chise, trademark, or trade name. 
(7) Amounts properly taken into account 

in determining the cost of property that is 
not a section 197 intangible. 

(8) Treatment of amortizable section 197 
intangibles as depreciable property. 

(h) Anti-churning rules. 
(1) Scope and purpose. 
(i) Scope. 
(ii) Purpose. 
(2) Treatment of section 197(f)(9) intangi-

bles. 
(3) Amounts deductible under section 

1253(d) or § 1.162–11. 
(4) Transition period. 
(5) Exceptions. 
(6) Related person. 
(i) In general. 
(ii) Time for testing relationships. 
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(i) Reserved 
(j) General anti-abuse rule. 
(k) Examples. 
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(2) Application to pre-effective date acqui-
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(ii) Application to pre-effective date trans-

actions. 
(iii) Automatic change procedures. 

[T.D. 8867, 65 FR 3826, Jan. 25, 2000, as amend-
ed by T.D. 9257, 71 FR 17996, Apr. 10, 2006; 
T.D. 9377, 73 FR 3869, Jan. 23, 2008] 

§ 1.197–1T Certain elections for intan-
gible property (temporary). 

(a) In general. This section provides 
rules for making the two elections 
under section 13261 of the Omnibus 
Budget Reconciliation Act of 1993 
(OBRA ’93). Paragraph (c) of this sec-
tion provides rules for making the sec-
tion 13261(g)(2) election (the retro-
active election) to apply the intangi-
bles provisions of OBRA ’93 to property 
acquired after July 25, 1991, and on or 
before August 10, 1993 (the date of en-
actment of OBRA ’93). Paragraph (d) of 
this section provides rules for making 
the section 13261(g)(3) election (binding 
contract election) to apply prior law to 
property acquired pursuant to a writ-
ten binding contract in effect on Au-
gust 10, 1993, and at all times there-
after before the date of acquisition. 
The provisions of this section apply 

VerDate Mar<15>2010 10:21 May 21, 2013 Jkt 229089 PO 00000 Frm 00297 Fmt 8010 Sfmt 8010 Y:\SGML\229089.XXX 229089w
re

ie
r-

av
ile

s 
on

 D
S

K
5T

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R


		Superintendent of Documents
	2013-07-01T15:13:30-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




