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in response to Item 1 of Form 8-A 
[§ 249.208a] need not be filed as an 
exhibit.
★  * * * *

PART 249— FORMS, SECURITIES 
EXCHANGE ACT OF 1934

12. The authority citation for part 249 
continues to read as follows:

Authority: 15 U.S.C. 78a, et seq., unless 
otherwise noted.

§24S.208a [Amended]
13. By amending Form 8-A

(§ 249.208a) by revising the instruction 
to Item 1 to read as follows:

Note: Form 8-A  does not appear in the 
Code of Federal Regulations.

Form 8-A
* * ★  *

Item  1. * * *
Instruction. If a description of the securities 

comparable to that required here is contained 
in any prior filing with the Commission, such 
description may be incorporated by reference 
to such other filing in answer to this item. If 
such description will be included in a form of 
prospectus subsequently filed by the 
registrant pursuant to rule 424(b) under the 
Securities Act [§ 230.424(b) of this chapter], 
this registration statement shall state that 
such prospectus shall be deemed to be 
incorporated by reference into the 
registration statement. If the securities are to 
be registered on a national securities 
exchange and the description has not 
previously been filed with such exchange, 
copies of the description shall be filed with 
copies of the application filed with the 
exchange.

* * * * *

Dated: October 22,1992,
By the Commission.

Margaret H. McFarland,
D eputy Secretary.

(FR Doc. 92-26129 Filed 10-28-92; 8:45 am] 
BILLING CODE 8010-01-M

DEPARTMENT OF THE TREASURY 
Customs Service 

19 CFR Part 111

Annual User Fee for Customs Broker 
Permit
AGENCY: Customs Service,
Department of the Treasury.
ACTION: Notice of due date for broker 
user fee.

SUMMARY: This is to advise Customs 
brokers that for 1993 the annual user fee 
of $125 that is assessed for each permit 
held by an individual, partnership, 
association or corporate broker is due 
by January 1 5 ,1 9 9 3 . This announcement 
is being published to comply with the 
Tax Reform Act of 1986. 
d a t e s : Due date for fee: January 15, 
1993.
FOR FURTHER INFORMATION CONTACT: 
Robert W. Page, Chief, Entry 
Compliance Branch (202), 927-0380. 
SUPPLEMENTARY INFORMATION: Section 
13031 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985 Pub.
L. 99-272) established that an annual 
user fee of $125 is to be assessed for 
each Customs broker permit held by an 
individual, partnership, association or 
corporation. This fee is set forth in the 
Customs Regulations in § 111.96 Î9 CFR
111.96).

Section 111.96, Customs Regulations, 
provides that the fee is payable for each 
calendar year in each district where a 
broker has a permit to do business by 
the due date which will be published in 
the Federal Register annually.

Section 1893 of the Tax Reform Act of 
1986 (Pub. L. 99-514), provides that 
notices of the date on which payment is 
due of the user fee for each broker 
permit shall be published by the 
Secretary of the Treasury in the Federal 
Register by no later than 60 days before 
such due date. This document notifies 
brokers that for 1993 the due date for 
payment of the user fee is January 15,

1993. It is expected that annual user fees 
for brokers for subsequent years will be 
due on or about the fifteenth of January 
each year. This is a change from the 
previous date of on or about the first.

Dated: October 21,1992.
Michael H. Lane,
A cting  Com m issioner o f Customs.

[FR Doc. 92-26250 Filed 10-28-92; 8:45 am] 
BILLING CODE 4820-02-M

DEPARTMENT OF HEALTH AND 
HUMAN SERVICES

Food and Drug Administration

21 CFR Part 178

[Docket No. 91F-0342]

Indirect Food Additives: Adjuvants, 
Production Aids, and Sanitizers

AGENCY: Food and Drug Administration, 
HHS.
a c t i o n : Final rule.

SUMMARY: The Food and Drug 
Administration (FDA) is amending the 
food additive regulations to provide for 
the safe use of 2,2'-methylenebis(4- 
methyl-6-ier/-butylphenol)monoacrylate 
as a stabilizer for adhesives and 
pressure-sensitive adhesives intended 
for use in food-contact applications. 
This action is in response to a petition 
filed by Ciba-Geigy Corp.
DATES: Effective October 29,1992; 
written objections and requests for a 
hearing by November 30.1992. 
ADDRESSES: Written objections may be 
sent to the Dockets Management Branch 
(HFA-305), Food and Drug 
Administration, rm. 1-23,12420 
Parklawn Dr., Rockville, MD 20857.
FOR FURTHER INFORMATION CONTACT: 
Vir Anand, Center for Food Safety and 
Applied Nutrition (HFF-335), Food and 
Drug Administration, 200 C St. SW., 
Washington, DC 20204, 202-254-9500.
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SUPPLEMENTARY INFORMATION: In a 
notice published in the Federal Register 
of September 24,1991 (56 FR 48212),
FDA announced that a food additive 
petition (FAP1B4284) had been filed by 
Ciba-Geigy Corp., Seven Skyline Dr., 
Hawthorne, NY 10532-2188, proposing 
that § 178.2010 Antioxidants and/or 
stabilizers for polymers (21CFR 
178.2010) be amended to provide for the 
safe use of 2,2'-methylenebis(4-methyl-6- 
ferf-butylphenol)monoacrylate as a 
stabilizer for adhesives complying with 
§ 175.105 Adhesives (21 CFR 175.105) 
and § 175.125 Pressure-sensitive 
adhesives (21 CFR 175.125) and intended 
for use in food-contact applications.

FDA has evaluated data in the 
petition and other relevant material. The 
agency concludes that the proposed 
food additive use is safe, and that 21 
CFR 178.2010(b) should be amended as 
set forth below.

In accordance with § 171.1(h) (21 CFR 
171.1(h)), the petition and the documents 
that FDA considered and relied upon in 
reaching its decision to approve the 
petition are available for inspection at 
the Center for Food Safety and Applied 
Nutrition by appointment with the 
information contact person listed above. 
As provided in 21 CFR 171.1(h), the 
agency will delete from the documents 
any materials that are not available for 
public disclosure before making the
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documents available for inspection.
The agency has carefully considered 

the potential environmental effects of 
this action and has concluded that the 
action will not have a significant impact 
on the human environment and that an 
environmental impact statement is not 
required. The agency’s finding of no 
significant impact and the evidence 
supporting that finding, contained in an 
environmental assessment, may be seen 
in the Dockets Management Branch 
(address above) between 9 a.ip. and 4 
p.m., Monday through Friday.

Any person who will be adversely 
affected by this regulation may at any 
time on or before November 30,1992, file 
with the Dockets Management Branch 
(address above) written objections 
thereto. Each objection shall be 
separately numbered, and each 
numbered objection shall specify with 
particularity the provisions of the 
regulation to which objection is made 
and the grounds for the objection- Each 
numbered objection on which a hearing 
is requested shall specifically so state. 
Failure to request a hearing for any 
particular objection shall constitute a 
waiver of the right to a healing on that 
objection. Each numbered objection for 
which a hearing is requested shall 
include a detailed description and 
analysis of the specific factual

information intended to be presented in 
support of the objection in the event that 
a hearing is held. Failure to include such 
a description and analysis for any 
particular objection shall constitute a 
waiver of the right to a hearing on the 
objection. Three copies of all documents 
shall be submitted and shall be 
identified with the docket number found 
in brackets in the heading of this 
document. Any objections received in 
response to the regulation may be seen 
in the Dockets Management Branch 
between 9 a.m. and 4 p.m., Monday 
through Friday.
List of Subjects in 21 CFR Part 178

Food additives, Food packaging.
Therefore, under the Federal Food, 

Drug, and Cosmetic Act and under 
authority delegated to the Commissioner 
of Food and Drugs and redelegated to 
the Director of the Center for Food 
Safety and Applied Nutrition, 21 CFR 
part 178 is amended as follows:

PART 178— INDIRECT FOOD 
ADDITIVES: ADJUVANTS, 
PRODUCTION AIDS, AND SANITIZERS

1. The authority citation for 21 CFR 
part 178 continues to read as follows:

Authority: Secs. 201, 402,409, 706 of the 
Federal Food, Drug, and Cosmetic Act (21 
U.S.C. 321, 342, 348. 376).
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2. Section 178.2010 is amended in the 
table in paragraph (b) for the entry "2,2'- 
Methylenebis(4-methyl-6-tert- 
butylphenol)monoacrylate" by 
numerically adding a new entry “3.” 
under the heading "Limitations" to read 
as follows:

§ 178.2010 Antioxidants and/or stabilizers 
for polymers.
*  *  *  *  *

(b) * * *

Substances Limitations

2,2'-Methyienebis(4-methyl- For use only:
6-tert-
butylphenol)monoacrylate 
(CAS Reg. 61167-58-6).

* • e
3. At levels not to 

exceed 1 percent by 
weight of adhesives 
complying with 
§ 175.105 of this 
chapter and 
pressure sensitive 
adhesives 
complying with 
§ 175.125 of this 
chapter.a * * ' # *

Dated: October 6,1992.
Douglas L. Archer,
Acting Director, Center for Food Safety and 
Applied Nutrition.
[FR Doc. 92-26173 Filed 10-28-92; 8:45 am] 
BILLING CODE 4160-01-F

DEPARTMENT OF THE TREASURY 

Internal Revenue Service 

26 CFR Parts 1 and 602 

[T J ). 8444]

RIN 1545-AN81

Applicable Conventions Under the 
Accelerated Cost Recovery System

AGENCY: Internal Revenue Service, 
Treasury.
a c t io n : Final regulations.

SUMMARY: This document contains the 
final regulations relating to the 
applicable conventions under the 
accelerated cost recovery system. 
Changes to the applicable tax law were 
made by the Technical and 
Miscellaneous Revenue Act of 1988 and 
the Tax Reform Act of 1986. The 
regulations provide the public with 
guidance relating to the mid-quarter and 
half-year conventions under section 
168(d).

DATES: These regulations are effective 
January 31,1991, and apply to property 
placed in service in taxable years 
ending after January 30,1991.
FOR FURTHER INFORMATION CONTACT: 
Mark Pitzer of the Office of Chief 
Counsel, Internal Revenue Service, 1111 
Constitution Avenue, NW., Washington, 
DC 20224, 202-622-3110 (not a toll-free 
number).
SUPPLEMENTARY INFORMATION: 

Paperwork Reduction Act
The collection of information 

requirement contained in these final 
regulations has been reviewed and 
approved by the Office of Management 
and Budget in accordance with the 
requirements of the Paperwork 
Reduction Act of 1980 (44 U.S.C. 3504(h)) 
under control number 1545-1146. The 
estimated annual burden per respondent 
varies from .05 to .15 hour, depending on 
individual circumstances, with an 
estimated average of .10 hour.

These estimates are an approximation 
of the average time expected to be 
necessary to collect required 
information. They are based on the 
information that is available to the 
Internal Revenue Service. Individual 
respondents may require greater or less 
time depending on their particular 
circumstances.

Comments concerning the accuracy of 
this burden estimate and suggestions for 
reducing this burden should be sent to 
the Internal Revenue Service, Attn: IRS 
Reports Clearance Officer T:FP, 
Washington, DC 20224, and to the Office 
of Management and Budget, Attention: 
Desk Officer for the Department of the 
Treasury, Office of Information and 
Regulatory Affairs, Washington, DC 
20503.
Background

Proposed amendments to the Income 
Tax Regulations (26 CFR part 1) under 
section 168(d) of the Internal Revenue 
Code (the Code) were published in the 
Federal Register on December 31,1990 
(55 FR 53571). These amendments were 
proposed to reflect amendments made 
by section 1002(a) of the Technical and 
Miscellanous Revenue Act of 1988 and 
section 201 of the Tax Reform Act of 
1986. The amendments were issued 
under the authority contained in 
sections 168(d)(3) and 7805 of the Code.

Three written comments were 
received in response to the proposed 
regulations. No request for a public 
hearing was received and, therefore, 
none was held. All written comments 
have been considered. This document 
adopts the proposed regulations as final 
regulations with slight modifications.

Explanation of Provisions 
In General

Section 168(d) of the Code prescribes 
the applicable conventions to be used in 
determining when depreciable property 
is placed in service or disposed of. 
Sections 168(d)(1) and 168(d)(4)(A) 
provide that, unless otherwise provided, 
the applicable convention is the half- 
year convention, which treats all 
property (other than certain real 
property) placed in service (or disposed 
of) during a taxable year as placed in 
service (or disposed of) on the mid-point 
of the taxable year.

Section 168(d)(3) of the Code provides 
that a mid-quarter convention applies, 
instead of the half-year convention, to 
depreciable property placed in service 
during a taxable year if the aggregate 
basis of property placed in service 
during the last three months of the 
taxable year exceeds 40 percent of the 
aggregate basis of property (with certain 
exceptions) placed in service during the 
taxable year (“the 40-percent test”). 
Section 168(d)(4)(C) defines a mid­
quarter convention as one that treats all 
property placed in service (or disposed 
of) during any quarter of a taxable year 
as placed in service (or disposed of) on 
the mid-point of the quarter. Section 
168(d) applies to both the general 
depreciation system under section 
168(a) and the alternative depreciation 
system under section 168(g).
Changes to the Proposed Regulations

Section 1.168(d)—l(b)(3)(ii) of the 
proposed regulations provided a rule for 
applying the applicable convention to 
property placed in service and disposed 
of in the same taxable year. It provided 
that the applicable convention 
determined for the taxable year also is 
applied to property placed in service 
and disposed of in the same taxable 
year. Under this approach no 
depreciation deduction was allowed for 
property subject to the half-year 
convention because the property was 
deemed to have been acquired and 
disposed of on the same date. However, 
if the mid-quarter convention was 
applicable, a depreciation deduction 
was allowed for property placed in 
service and disposed of in different 
quarters.

One written comment questioned the 
practicality of requiring taxpayers to 
compute depreciation on assets placed 
in service and disposed of in the same 
taxable year. It was suggested that 
while the net tax impact of this 
approach would be a direct offset of 
income with expense, a significant 
administrative burden would have to be
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borne by taxpayers complying with the 
provision. These additional depreciation 
computations would have to be 
maintained for regular tax purposes, 
alternative minimum tax purposes, and 
adjusted current earnings purposes. The 
final regulations provide that no 
depreciation is allowed in the case of 
property placed in service and disposed 
of in the same taxable year. This 
modification is consistent with the 
exclusion of property placed in service 
and disposed of in the same taxable 
year from the determination of whether 
the 40-percent test is satisfied and is 
also consistept with the policy of 
regulatory simplification and taxpayer 
burden reduction.

One commentator objected to 
§ 1.168(d)—1(b)(5) of the proposed 
regulations, which provided that all 
members of a consolidated group are 
treated as one taxpayer in applying the 
40-percent test and the mid-quarter 
convention. This provision was not 
modified in the final regulations because 
the Service believes that the provision 
discourages manipulation of the 40- 
percent test.

One commentator recommended that 
the scope of the proposed regulations be 
expanded to include the effect of the 
applicable conventions on property 
placed in service and disposed of for 
purposes of the investment tax credit 
recapture rules. The Service believes it 
would be inappropriate to expand the 
scope of these regulations to cover 
investment tax credit issues.
Special Analyses

It has been determined that these 
rules are not major rules as defined in 
Executive Order 12291. Therefore, a 
Regulatory Impact Analysis is not 
required. It has also been determined 
that section 553(b) of the Administrative 
Procedure Act (5 U.S.C. chapter 5) and 
the Regulatory Flexibility Act (5 U.S.C. 
chapter 6) do not apply to these 
regulations, and, therefore, a final 
Flexibility Analysis is not required. 
Pursuant to section 7805(f) of the Code, a 
copy of these regulations was submitted 
to the Small Business Administration for 
comment on their impact on small 
business.
Drafting Information

The principal author of these 
regulations is Richard Blumenreich of 
the Office of Assistant Chief Counsel 
(Passthroughs and Special Industries), 
Internal Revenue Service. However, 
personnel from other offices of the 
Internal Revenue Service and Treasury 
Department participated in developing 
the regulations, both on matters of 
substance and style.

List of Subjects
26 CFR 1.161-1 through L194-4

Income taxes, Reporting and 
recordkeeping requirements.
26 CFR Part 602

Reporting and recordkeeping 
requirements.
Adoption of Amendments to the 
Regulations

Accordingly, 26 CFR parts 1 and 602 
are amended as follows:

PART 1— [AMENDED]

Paragraph 1. The authority citation 
for part 1 is amended by adding the 
following citation:

Authority: 26 U.S.C. 7805 * * * Section 
1.168(d)-l also issued under 26 U.S.C. 
168(d)(3); * * *

Par. 2. Sections 1.168(d}-0 and 
1.168(d)-l are added to read as follows:

§ 1.168(d)-0 Table of contents for the 
applicable convention rules.

This section lists the major 
paragraphs in § 1.168(d)-l.
§ 1.168(d)-l Applicable conventions— Half- 
year and mid-quarter conventions.

(a) In general.
(b) Additional rules for determining 

whether the mid-quarter convention applies 
qpd for applying the applicable convention.

(1) Property described in section 168(f).
(2) Listed property.
(3) Property placed in service and disposed 

of in the. same taxable year.
(4) Aggregate basis of property.
(5) Special rules for affiliated groups.
(6) Special rule for partnerships and S 

corporations.
(7) Certain nonrecognition transactions.
(c) Disposition of property subject to the 

half-year or mid-quarter convention.
(1) In general.
(2) Example.
(d) Effective date.

§ 1.168(d)-1 Applicable convention— Half- 
year and mid-quarter conventions.

(a) In general. Under section 168(d), 
the half-year convention applies to 
depreciable property (other than certain 
real property described in section 
168(d)(2)) placed in service during a 
taxable year, unless the mid-quarter 
convention applies to the property. 
Under section 168(d)(3)(A), the mid- 
quarter convention applies to 
depreciable property (other than certain 
real property described in section . 
168(d)(2)) placed in service during a 
taxable year if the aggregate basis of 
property placed in service during the 
last three months of the taxable year 
exceeds 40 percent of the aggregate 
basis of property placed in service 
during the taxable year (“the 40-percent

test”). Thus, if the depreciable property 
is placed in service during a taxable 
year that consists of three months or 
less, the mid-quarter convention applies 
to the property. Under section 
168(d)(3)(b)(i), the depreciable basis of 
nonresidential real property, residential 
rental property, and any railroad 
grading or tunnel bore is disregarded in 
applying the 40-percent test. For rules 
regarding property that is placed in 
service and disposed of in the same 
taxable year, see paragraph (b)(3) of this 
section. For the definition of “aggregate 
basis of property,” see paragraph (b)(4) 
if this section.

(b) Additional rules for determining 
whether the mid-quarter convention 
applies and for applying the applicable 
convention—(1) Property described in 
section 168(f). In determining whether 
the 40-percent test is testified for a 
taxable year, the depreciable basis of 
property described in section 168(f) 
(property to which section 168 does not 
apply) is not taken into account.

(2) Listed property. The depreciable 
basis of listed property (as defined in 
section 280F(d)(4) and the regulations 
thereunder) placed in service during a 
taxable year is taken into account 
(unless otherwise excluded) in applying 
the 40-percent test.

(3) Property placed in service and 
disposed of in the same taxable year—
(i) Under section 168(d)(3)(B)(ii), the 
depreciable basis of property placed in 
service and disposed of in the same 
taxable year is not taken into account in 
determining whether the 40-percent test 
is satisfied. However, the depreciable 
basis of property placed in service, 
disposed of, subsequently reacquired, 
and again placed in service in the same 
taxable year must be taken into account 
in applying the 40-percent test, but the 
basis of the property is only taken into 
account on the later of the dates that the 
property is placed in service during the 
taxable year.

(ii) The applicable convention, as 
determined under this section, applies to 
all depreciable property (except 
nonresidential real property, residential 
rental property, and any railroad 
grading or tunnel bore) placed in service 
during the taxable year, excluding 
property placed in service and disposed 
of in the same taxable year. No 
depreciation deduction is allowed for 
property placed in service and disposed 
of during the same taxable year.

(iii) The provisions of this paragraph
(b)(3) are illustrated by the following 
examples.

Example 1. During 1990, A, a calendar-year 
taxpayer, purchases a light general purpose 
truck costing $8,000, an office desk costing
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$500, a safe costing $1,000, and a  computer 
costing $3,000. The truck is placed in service' 
in January, the-desk and safe in August, and 
the computer in. November. These are the 
only items placed' in service during 1990. In 
September, A sells the truck and the desk. 
Thus, the truck and the desk were placed in 
service and disposed of in fee same taxable 
year. Therefore* the depreciable basis of the 
truck and the desk are not taken into account 
in determining, whether the mid-quarter 
convention applies to depreciable property 
placed in service during 1990. Because the 
computer w as placed in, service during the 
last three months of fee taxable year and its 
basis. ($3,000j exceeds 40 percent of fee 
aggregate basis of depreciable property 
placed in service during fee taxable year 
(safe and, computer with an aggregate basis 
of $4,000)', fee mid-quarter convention applies 
to fee safe and fee computer. No depreciation 
is allowed with respect to'the truck and desk 
because they were placed in service and 
disposed of in fee same: taxable year.

Example 2. The facts are fee same as in 
Example 1, except that, in December, A  
reacquires fee truck for $7,000. Thus, the 
truck is considered placed in service in 
December and its basis is included in 
determining whether fee mid-quarter 
convention applies. The-mid-quarter 
convention is applicable, because the 
computer ($3,000) and fee truck ($7,000) are. 
placed in service during fee last three months 
of fee taxable year and their aggregate basis 
($10,000) exceeds 40 percent of fee aggregate 
basis o f property placed in service during fee 
taxable year (safe, computer, and truck wife 
an aggregate basis of $11,000).

(4) Aggregate basis, of property. For 
purposes of the 40-percent test, the term 
“aggregate basis of property” means the 
sum of the depreciable bases of all items 
of depreciable property that are taken 
into account in applying the 40‘percent 
test. “Depreciable basis” means the 
basis, of depreciable property for 
purposes of determining gain under 
sections 1011 through 1024. The 
depreciable basis for the taxable year 
the property is placed in service reflects 
the reduction in basis for—

(i) Any portion of the basis the 
taxpayer properly elects to treat as an 
expense under section 179;

(ii) Any adjustment to basis under 
section 48(qh and

Ciii) The percentage of the taxpayer’s 
use of the property for the taxable year 
other than in the taxpayer’s trade or 
business for for the production of 
income), but is determined before any 
reduction for depreciation under section. 
167(a) for that taxable year.

(5) Special rules fo r affiliated 
groups—(if hi the case of a consolidated 
group (as defined in § 1.1502‘-l(h)); all 
members o f the group-that are included 
on the consolidated return are treated as 
one taxpayer for purposes of applying 
the 40-percent test. Thus the 
depreciable bases of all property placed

in service by members of a consolidated 
group during a consolidated return year 
are taken into account (unless otherwise 
excluded) in applying the 40-percent test 
to determine whether the mid quarter 
convention applies to property placed in 
service by the members during the 
consolidated return year. The 40-percent 
test is applied separately to the 
depreciable bases of property placed in 
service by any member of an affiliated 
group that is not included in a 
consolidated return of the taxable year 
in which the property is placed in 
service.

(ii) In the case of a  corporation formed 
by a member or members, of a  
consolidated group and that is itself a 
member o f the consolidated group 
(“newly-formed subsidiary”), the 
depreciable: bases of property placed in 
service by the newly-formed subsidiary 
in the consolidated return year in which 
it is formed is included with the 
depreciable bases of property placed in 
service during the consolidated, return 
year by the other members of the 
consolidated group in applying the 40- 
percent test. If depreciable property is 
placed in service by a newly-formed 
subsidiary during the consolidated 
return year in which it was formed, the 
newly-formed subsidiary is considered 
as being in existence for the entire 
consolidated return y ear for purposes of 
applying the applicable convention to 
determine when the recovery period 
begins.

(iii) The provisions of paragraph
(b)(5)(ii) of this section are illustrated by 
the following example.

Example. Assume a member of a 
consolidated group feat files its return on a 
calendar-year basis forms a subsidiary on 
August 1. The subsidiary places depreciable 
property in service on August 5. If the mid­
quarter convention applies to property placed 
in service by the members of the 
consolidated group (including the newly- 
formed subsidiary), fee property placed in 
service by the subsidiary on August 5 is 
deemed placed in service on fee mid-point of 
fee third quarter of fee consolidated return 
year [i.e., August 15). If fee mid-quarter 
convention* does not apply, fee property is 
deemed placed in service on the mid-point of 
the consolidated return, year [i.e., July 1).

(iv) In the case of a corporation that 
joins or leaves a consolidated group, the 
depreciable bases of property placed in 
service by the corporation joining or 
leaving the group (hiring the portion of 
the consolidated return year that the 
corporation is a member of the 
consolidated group is included with the 
depreciable bases of property placed in 
service during the consolidated return 
year by the other members in applying 
the 40-percent test. The depreciable

bases of property placed in service by 
the Joining or leaving member in the 
taxable year before it joins or after it 
leaves the consolidated group is not 
taken into account by the consolidated 
group in applying the 40-percent test for 
the consolidated return year. If a 
corporation leaves a consolidated group 
and Joins another consolidated group, 
each consolidated group takes into 
account* in applying the 40-percent test, 
the depreciable bases of property placed 
in service by the corporation while a 
member of the group-.

(v) The provisions of paragraph
(b)(5)(iv) of this section are illustrated 
by the following example.

Example. Assume Corporations A and B 
file a consolidated return on a calendar-year 
basis. Corporation, C, also a calendar-year 
taxpayer, enters: fee consolidated group on 
July 1 and is included on fee-consolidated 
return for feat taxable year.. The depreciable 
bases of property placed in service by C 
during fee period of July 1 to December 31 is 
included wife the depreciable bases o f 
property placed in service by A and B during 
the entire consolidated' return year in 
applying fee 40-percent test. The depreciable 
bases of property placed in service by C from 
January I  to June 30 is not taken into account 
by fee consolidated group in applying* fee 40- 
percent test. If C w as a member of another 
consolidated group during fee period from 
January 1 to June 30,, feat consolidated group 
would include fee depreciable hases of 
property placed in service by C during, that 
period.

(vi) A corporation, that joins or leaves 
a consolidated group during a 
consolidated year is considered as being 
a member of the consolidated group for 
the entire' consolidated return year for 
purposes of applying the applicable 
convention ta determine when the 
recovery period begins for depreciable 
property placed in service by the 
corporation during the portion of the 
consolidated return year that the 
corporation is a member of the group.

(vii) If depreciable property is placed 
in service by a corporation in the 
taxable year ending immediately before 
it joins a consolidated group or 
beginning immediately after it leaves a 
consolidated group, the applicable

' convention is applied5 to the property 
under either the full taxable year rules 
or the short taxable year rules, as 
applicable.

(viii) The provisions of paragraphs
(d)(5)(vi) and (vii) of this section are 
illustrated by the, following example.

Example. Assume feat on July î ,  G  a  
calendar-return corporation, jpins a 
consolidated group feat files a return, on a 
calendar-year basis-The, short taxable year 
rules apply to G for fee. period of January 1 to 
June 30. However, in applying, fee applicable
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convention to determine when the recovery 
period begins for depreciable property placed 
in service for the period of July 1 to December 
31, C is considered as being a member of the 
consolidated group for the entire ** 
consolidated return year. Thus, if the half- 
year convention applies to depreciable 
property placed in service by the 
consolidated group (taking into account the 
depreciable bases of property placed in 
service by C after June 30), the property is 
deemed placed in service on, the mid-point of 
the consolidated return year [Le., July 1, if the 
group did not have a short taxable year).

(ix) In the case of a transfer of 
depreciable property between members 
of a consolidated group, the following 
special rules apply for purposes of 
applying the 40-percent test. Property 
that is placed in service by one member 
of a consolidated group and transferred 
to another member of the same group is 
considered as placed in service on the 
date that it is placed in service by the 
transferor member, and the date it is 
placed in service by the transferee 
member is disregarded. In the case of 
multiple transfers of property between 
members of a consolidated group, the 
property is considered as placed in 
service on the date that the first member 
places the property in service, and the 
dates it is placed in service by other 
members are disregarded. The 
depreciable basis of the transferred 
property that is taken into account in 
applying the 40-percent test is the 
depreciable basis of the property in the 
hands of the transferor member (as 
determined under paragraph (b)(4) of 
this section), or, in the case of multiple 
transfers of property between members, 
the depreciable basis in the hands of the 
first member that placed the property in 
service.

(x) The provisions of paragraph
(b)(5)(ix) of th'is section are illustrated 
by the following example.

Example. Assume the ABC consolidated 
group files its return on a calendar-year 
b a sis . A, a member of the consolidated group, 
p u rch a se s  depreciable property costing 
$50,000 and places the property in service on . 
Jan u ary  5,1991. On December 1,1991, the 
p rop erty  is transferred for $75,000 to B, 
a n o th er member of the consolidated group. In 
applying the 40-percent test to the members 
of the consolidated group for 1991, the 
prop erty  is considered as placed in service on 
Jan u ary  5, the date that A placed the property 
in se rv ic e , and the depreciable basis of the 
property that is taken into account is $50,000.

(6) Special rule for partnerships and S 
corporations. In the case of property 
placed in service by a partnership or an 
S  corporation, the 40-percent test is 
generally applied at the partnership or 
corporate level. However, if a 
partnership or an S corporation is 
formed or availed of for the principal

purpose of either avoiding the 
application of the mid-quarter 
convention or having the mid-quarter 
convention apply where it otherwise 
would not, the 40-percent test is applied 
at the partner, shareholder, or other 
appropriate level.

(7) Certain nonrecognition 
transaction—(i) Except as provided in 
paragraph (b)(6) of this section, if 
depreciable property is transferred in a 
transaction described in section 
168(i)(7)(B)(i) (other than in a 
transaction between members o f a 
consolidated group) in the same taxable 
year that the property is placed in 
service by the transferor, the 40-percent 
test is applied by treating the 
transferred property as placed in service 
by the transferee on the date of transfer. 
Thus, if the aggregate basis of property 
(including the transferred property) 
placed in service by the transferee 
during the last three months of its 
taxable year exceeds 40 percent of the 
aggregate basis of property (including 
the transferred property) placed in 
service by the transferee during the 
taxable year, the mid-quarter 
convention applies to the transferee’s 
depreciable property, including the 
transferred property. The depreciable 
basis of the transferred property is not 
taken into account by the transferor in 
applying the 40-percent test for the 
taxable year that the transferor placed 
the property in service.

(ii) In applying the applicable 
convention to determine when the 
recovery period for the transferred 
property begins, the date on which the 
transferor placed the property in service 
must be used. Thus, for example, if the 
mid-quarter convention applies, the 
recovery period for the transferred 
property begins on the mid-point of the 
quarter of the taxable year that the 
transferor placed the property in service. 
If the transferor placed the transferred 
property in service in a short taxable 
year, then for purposes of applying the 
applicable convention and allocating the 
depreciation deduction between the 
transferor and the transferee, the 
transferor is treated as having a full 12- 
month taxable year commencing on the 
first day of the short taxable year. The 
depreciation deduction for the 
transferor’s taxable year in which the 
property was placed in service is 
allocated between the transferor and the 
transferee based on the number of 
months in the transferor’s taxable year 
that each party held the property in 
service. For purposes of allocating the 
depreciation deduction, the transferor 
takes into account the month in which 
the property was placed in service but 
does not take into account the month in

which the property was transferred. The 
transferee is allocated the remaining 
portion of the depreciation deduction for 
the transferor’s taxable year in which 
the property was transferred. For the 
remainder of the transferee’s current 
taxable year (if the transferee has a 
different taxable year than the 
transferor) and for subsequent taxable 
years, the depreciation deduction for the 
transferee is calculated by allocating to 
the transferee’s taxable year the 
depreciation attributable to each 
recovery year, or portion thereof, that 
falls within the transferee’s taxable 
year.

(iii) If the applicable convention for 
the transferred property has not been 
determined by the time the transferor 
files its income tax return for the year of 
transfer because the transferee’s taxable 
year has not ended, the transferor may 
use either the mid-quarter or the half- 
year convention in determining the 
depreciation deduction for the property. 
However, the transferor must specify on 
the depreciation form filed for the 
taxable year that the applicable 
convention has not been determined for 
the property. If the transferee 
determines that a different convention 
applies to the transferred property, the 
transferor should redetermine the 
depreciation deduction on the property, 
and, within the period of limitation, 
should file an amended income tax 
return for the taxable year and pay any 
additional tax due plus interest.

(iv) The provisions of the paragraph
(b)(7) are illustrated by the following 
example.

Example, (i) During 1991, C, a calendar- 
year taxpayer, purchases satellite equipment 
costing $100,000, and computer equipment 
costing $15,000. The satellite equipment is 
placed in service in January, and the 
computer equipment in February. On October 
1, C transfers the computer equipment to Z 
Partnership in a transaction described in 
section 721. During 1991, Z, a calendar-year 
partnership, purchases 30 office desks for a 
total of $15,000. The desks are placed in 
service in June. These are the only items of 
depreciable property placed in service by C 
and Z during 1991.

(ii) In applying the 40-percent test, because- 
C transferred the computer equipment in a 
transaction described in section 168(i)(7)(B)(i) 
in the same taxable year that C placed it in 
service, the computer equipment is treated as 
placed in service by the transferee, Z, on the 
date of transfer, October 1. The 40-percent 
test is satisfied with respect to Z, because the 
computer equipment is placed in service 
during the last three months of Z’s taxable 
year and its basis ($15,000) exceeds 40 
percent of the aggregate basis of property 
placed in service by Z during the taxable 
year (desks and computer equipment with an 
aggregate basis of $30,000).
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(iii) In applying tile mid-quarter convention 
to determine when die computer equipment is 
deemed to he placed in service, the: date- on 
which C placed die property in service is 
used. Accordingly, because C  placed the 
computer equipment in service during the 
first quarter of its- taxable: year, the computer 
equipment is deemed placed in service on 
February 15,1391,, the midrpoint of. the first 
quarter of C’s taxable year. The. depreciation 
deduction allowable far C'a 1901 taxable 
year, $5,250 ($15,000 X 40 percent x  10.% 2), is 
allocated between C and Z based on the 
number of months in CTa taxable year that C 
and Z held the property in service. Thus, 
because the- property was- irr service for 11 
months during C’s 1991 taxable year and C 
held it for 8  of those 11 months,. C is allocated 
$3,818 ( i % i  X $5,250). Z is allocated $1,432, the 
remaining. %u of the $5,250 depreciation 
deduction for C’s 1091 taxable year. For 1992, 
Z's depreciation deduction for the computer 
equipment ia $3,900, the-sum of the remaining 
1.5 month» of depreciation deduction for the 
first recovery year and 10.5 months of 
depreciation, deduction for the second 
recovery year (($15,000X 40 percentx 1 .^12}+  
($9,000 X 40 (percentX10.% 2)).

(c) Disposition of property subject to 
the half-year or mid-quarter 
convention—ft)' Ln general. If 
depreciable property i® subject to the 
half-year (or raid-quarter): convention in 
the taxable year in which it is placed in 
service, it also is subject to the half-year 
(or mid-quarter): convention in the 
taxable year in which it is disposed of.

(2j  Example. The provisions of 
paragraph (c](T} of this section are 
illustrated by the following example.

Example. In O ctober 1991, B, a ealendar- 
year taxpayer, purchases and places in- 
service a; light general: purpose truck costing 
$1O;QQ0! B does not elect to expense any part 
of the cost of the truck, and this is the only 
item ofi depreciable -property;placed! in service 
by B during 1981. The 40ipercent test is. 
satisfied and the midnpiarter convention 
applies, because the truck is placed in service 
during the* last three months of* the taxable 
year and no-other assets are placed in service 
in that year: In» April 1993 (prior to the end of 
the truck’s recovery* period), B sells the truck. 
The mid-quarter convention applies in 
determining the depreciation deduction for 
the truck in 1993, the year of disposition-.

(d) Effective date:. This section; applies 
to depreciable property placed in 
service in taxable years ending after 
January 30,1991, For depreciable 
property placed in service after 
December 31,1986, in taxable years 
ending an or before January 3Q, 1991, a  
taxpayer may use a  method other than, 
thé method provided in this section in 
applying, the 40-percent teat and the 
applicable convention; provided; the; 
method is reasonable and is consistently 
applied to the taxpayer's property.

PART 602— OMB CONTROL NUMBERS 
UNDER THE PAPERWORK 
REDUCTION A C T

Par. 3. The authority citation for part 
602 continue® to read as follows:

Authority: 26 U.S.C. 7805.

§ 602.10 [Amended]
Par. 4. Section 602.101(c) is amended 

by adding the following entry in the 
table to read as follows: “1.168{d)-l 
* * *. 1545-1146".
Shirley D. Peterson,
Commissioner o f Internal Revenue.

Approved: September Is,. 1992.
Fred T. Goldberg, Jr.,
Assistant Secretary o f the Treasury.
[FR Doc. 92-25929 Filed 10-28-92; 8 4 5  am], 
BILLING COOS 4830-01-«*

DEPARTMENT O F THE INTERIOR

Office of Surface Mining Reclamation 
and Enforcement

30 CFRPart 950

Wyoming; Permanent Regulatory- 
Program

AGENCY:. Office of Surface Mining 
Reclamation and Enforcement (OSM) 
Interior.
ACTION: Final rule; approval of 
amendment.

SUMMARY: OSM is announcing approval, 
with exceptions and required 
amendments, of a proposed amendment 
to the Wyoming, permanent regulatory 
program (hereinafter, the “Wyoming 
program”) under the Surface Mining* 
Control and Reclamation Act. of 1977 
(SMCRA). The amendment, submitted 
June 24,1991, pertains to the definition 
of public building, elimination of the two 
acre exemption, definition of joint 
agency approval,, fish and wildlife 
resource information outside the permit 
area, solid waste permitting for mines, 
information requirements and 
confidentiality—historic and 
archaeological resource®, stability 
analysis waiver, cultural resource® 
management plans, cevegetation 
monitoring, livestock grazing; topsoil 
substitute®, conditions for removal of 
diversion®,, ixdbrmatfon: cm historic and 
archaeological resources for coal 
exploration permits, definition; of self- 
bond, required finding on historic 
resources for permit approval, wild and 
scenic river study corridors, coal mine 
permit renewal processing, time frame 
for permit revisions; and area of water 
right® reporting for in-3ito mines. The 
amendment revises the Wyoming

program to be consistent with tire 
corresponding Federal standards and to 
incorporate the additional flexibility 
afforded by the revised Federal rule».
EFFECTIVE DATE: October 29,1992’.
FOR FURTHER INFORMATION CONTACT: 
Guy V. Padgett, Telephone: (307) 261- 
5776.
SUPPLEMENTARY INFORMATION:

I. Background on tile Wyoming Program

On November 26,1980, the Secretary 
of the Interior conditionally approved 
the Wyoming program. General1 
background information an the 
Wyoming program, including the. 
Secretary’s findings, the disposition of 
comments, and conditions of approval of 
the Wyoming program can be found m 
the November 28,1980; Federal Register 
(45 FR 78637). Subsequent actions 
concerning Wyoming’s program and 
program amendments can be found at 30 
CFR 950.11, 950112, 950.15 and 950.16.
II. Submission of Amendment

On June 24,1991, Wyoming submitted 
a proposed amendment to its program 
pursuant to SMCRA (Administrative 
Record No. WY-16-1). Wyoming 
submitted the proposed amendment in 
response to the December 23,1985; June 
9,1987; and November T, 198B, 
notifications that OSM sent in 
accordance with the Federal regulations 
at 30 CFR 73Z,17(d). (Administrative 
Record Nos. WY-I2-15, WY-12r-16, and 
WY-16-10)’. Wyoming proposes to- 
amend the following Department of 
Environmental Quality;—Land Quality 
Division (DEQ/LQD) rules and 
regulations relating to coal exploration 
and coal mining, and reclamation 
operations.- Chapter I—Definition of 
Public Building, Elimination of the Two 
Acre Exemption, Definition of Joint 
Agency Approval; Chapter II—Fish and 
Wildlife Resource Infonrrafion Outside 
the Ptermit Area, Solid Waste Permitting 
for Mine®,, Information Requirements 
and Confidentiality—Historic and 
Archaeological Resource®; Stability 
Analysis Waiver, Cultural Resources 
Management Plan, Re vegetation 
Monitoring, Livestock Grazing; Chapter 
IV*—Solid Waste Permitting for Mines, 
Topsoil Substitute® Revegetatibn 
Monitoring, Conditions for Removal of 
Diversions; Chapter XI—Information on 
Historic and* Archaeological Resources 
for Coal Exploration Permit»; Chapter
XII— Definition of Self-Bond; Chapter
XIII— Required Finding on* Historic 
Resources for Permit Approval, Wild 
and Scenic River Study Corridors, Coal 
Mine Permit Renewal Processing; 
Chapter XIV—Time Frame for Permit


