§1.167(a)-13T1

through 1965. In addition, in deferred tax ac-
counting procedures employed before Janu-
ary 12, 1971, for financial reporting purposes,
corporation Z calculated its tax deferrals on
the basis that it had adopted Revenue Proce-
dure 62-21 for the years 1962 through 1965.
Corporation Z will be treated under subdivi-
sion (i) (¢) of this subparagraph as having
adopted Revenue Procedure 62-21 for taxable
years 1962 through 1965 prior to January 12,
1971.

(Sec. 167(m), 85 Stat. 508 (26 U.S.C. 167))

[T.D. 7278, 38 FR 14923, June 7, 1973, as
amended by T.D. 7315, 39 FR 20195, June 7,
1974; T.D. 7517, 42 FR 58934, Nov. 14, 1977]

§1.167(a)-13T Certain elections for in-
tangible property (temporary).

For rules applying the elections
under section 13261(g) (2) and (3) of the
Omnibus Budget Reconciliation Act of
1993 to intangible property described in
section 167(f), see §1.197-1T.

[69 FR 11922, Mar. 15, 1994]

§1.167(a)-14 Treatment of certain in-
tangible property excluded from
section 197.

(a) Owverview. This section provides
rules for the amortization of certain
intangibles that are excluded from sec-
tion 197 (relating to the amortization
of goodwill and certain other intangi-
bles). These excluded intangibles are
specifically described in §1.197-2(c) (4),
(6), (7), (11), and (13) and include certain
computer software and certain other
separately acquired rights, such as
rights to receive tangible property or
services, patents and copyrights, cer-
tain mortgage servicing rights, and
rights of fixed duration or amount. In-
tangibles for which an amortization
amount is determined under section
167(f) and intangibles otherwise ex-
cluded from section 197 are amortizable
only if they qualify as property subject
to the allowance for depreciation under
section 167(a).

(b) Computer software—(1) In general.
The amount of the deduction for com-
puter software described in section
167(f)(1) and §1.197-2(c)(4) is determined
by amortizing the cost or other basis of
the computer software using the
straight line method described in
§1.167(b)-1 (except that its salvage
value is treated as zero) and an amorti-
zation period of 36 months beginning
on the first day of the month that the
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computer software is placed in service.
If costs for developing computer soft-
ware that the taxpayer properly elects
to defer under section 174(b) result in
the development of property subject to
the allowance for depreciation under
section 167, the rules of this paragraph
(b) will apply to the unrecovered costs.
In addition, this paragraph (b) applies
to the cost of separately acquired com-
puter software where these costs are
separately stated and the costs are re-
quired to be capitalized under section
263(a).

(2) Exceptions. Paragraph (b)(1) of this
section does not apply to the cost of
computer software properly and con-
sistently taken into account under
§1.162-11. The cost of acquiring an in-
terest in computer software that is in-
cluded, without being separately stat-
ed, in the cost of the hardware or other
tangible property is treated as part of
the cost of the hardware or other tan-
gible property that is capitalized and
depreciated under other applicable sec-
tions of the Internal Revenue Code.

(3) Additional rules. Rules similar to
those in §1.197-2 (f)(1)(iii), (f)(1)({iv), and
(f)(2) (relating to the computation of
amortization deductions and the treat-
ment of contingent amounts) apply for
purposes of this paragraph (b).

(c) Certain interests or rights not ac-
quired as part of a purchase of a trade or
business—(1) Certain rights to receive tan-
gible property or services. The amount of
the deduction for a right (other than a
right acquired as part of a purchase of
a trade or business) to receive tangible
property or services under a contract
or from a governmental unit (as speci-
fied in section 167(f)(2) and §1.197-
2(c)(6)) is determined as follows:

(i) Amortization of fixed amounts. The
basis of a right to receive a fixed
amount of tangible property or services
is amortized for each taxable year by
multiplying the basis of the right by a
fraction, the numerator of which is the
amount of tangible property or services
received during the taxable year and
the denominator of which is the total
amount of tangible property or services
received or to be received under the
terms of the contract or governmental
grant. For example, if a taxpayer ac-
quires a favorable contract right to re-
ceive a fixed amount of raw materials
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