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Reg Section 1.263A-2(e)(1)
Rules relating to property produced by the taxpayer.

(e) Change in method of accounting.

(1) In general. A change in a taxpayer's treatment of additional section 263 A costs to
comply with paragraph (b)(2)(i)(D) of this section is a change in method of accounting to
which the provisions of sections 446 and 481 and the regulations under those sections
apply. See §1.263A-7. For a taxpayer's first taxable year ending on or after August 2,
2005, the taxpayer is granted the consent of the Commissioner to change its method of
accounting to comply with paragraph (b)(2)(i)(D) of this section, provided the taxpayer
follows the administrative procedures, as modified by paragraphs (e)(2) through (4) of
this section, issued under §1.446-1(e)(3)(ii) for obtaining the Commissioner's automatic
consent to a change in accounting method (for further guidance, for example, see Rev.
Proc. 2002-9 (2002-1 CB 327), as modified and clarified by Announcement 2002-17
(2002-1 CB 561), modified and amplified by Rev. Proc. 2002-19 (2002-1 CB 696), and
amplified, clarified, and modified by Rev. Proc. 2002-54 (2002-2 CB 432), and
§601.601(d)(2)(i1)(b) of this chapter). For purposes of Form 3115, "Application for
Change in Accounting Method," the designated number for the automatic accounting
method change authorized by this paragraph (e) is "95." If Form 3115 is revised or
renumbered, any reference in this section to that form is treated as a reference to the
revised or renumbered form. Alternatively, notwithstanding the provisions of any
administrative procedures that preclude a taxpayer from requesting the advance consent
of the Commissioner to change a method of accounting that is required to be made
pursuant to a published automatic change procedure, for its first taxable year ending on or
after August 2, 2005, a taxpayer may request the advance consent of the Commissioner to
change its method of accounting to comply with paragraph (b)(2)(1)(D) of this section,
provided the taxpayer follows the administrative procedures, as modified by paragraphs
(e)(2) through (5) of this section, for obtaining the advance consent of the Commissioner
(for further guidance, for example, see Rev. Proc. 97-27 (1997-1 CB 680), as modified
and amplified by Rev. Proc. 2002-19 (2002-1 CB 696), as amplified and clarified by Rev.
Proc. 2002-54 (2002-2 CB 432), and §601.601(d)(2)(i1)(b) of this chapter). For the
taxpayer's second and subsequent taxable years ending on or after August 2, 2005,
requests to secure the consent of the Commissioner must be made under the
administrative procedures, as modified by paragraphs (e)(3) and (4) of this section, for
obtaining the Commissioner's advance consent to a change in accounting method.

(2)Scope limitations. Any limitations on obtaining the automatic consent or advance
consent of the Commissioner do not apply to a taxpayer seeking to change its method of
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accounting to comply with paragraph (b)(2)(1)(D) of this section for its first taxable year
ending on or after August 2, 2005.

(3)Audit protection. A taxpayer that changes its method of accounting in accordance with
this paragraph (e) to comply with paragraph (b)(2)(i)(D) of this section does not receive
audit protection if its method of accounting for additional section 263 A costs is an issue
under consideration at the time the application is filed with the national office.

(4)Section 481(a) adjustment. A change in method of accounting to conform to paragraph
(b)(2)(1)(D) of this section requires a section 481(a) adjustment. The section 481(a)
adjustment period is two taxable years for a net positive adjustment for an accounting
method change that is made to conform to paragraph (b)(2)(i)(D) of this section.

(5)Time for requesting change. Notwithstanding the provisions of §1.446-1(e)(3)(i) and
any contrary administrative procedure, a taxpayer may submit a request for advance
consent to change its method of accounting to comply with paragraph (b)(2)(1)D) of this
section for its first taxable year ending on or after August 2, 2005, on or before the date
that is 30 days after the end of the taxable year for which the change is requested.



