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KBKG TAX INSIGHT:

FORM 3115 TEMPLATE FOR
QUALIFIED IMPROVEMENT
PROPERTY (QIP) CHANGES

Qualified Improvement Property is
defined as any improvement to an
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inferior portion of a building that is
nonresidential real property.

On April 17, 2020, the IRS released Rev. Proc. 2020-25 outlining
how to implement the Qualified Improvement Property (QIP)
changes that were part of the CARES Act of 2020 and modify
certain elections under Section 168 using Form 3115, Change in
Accounting Method. KBKG authored a comprehensive overview of
the new procedures that can be found here.

KBKG has put together a sample Form 3115 template with
attachments for these new changes using Designated Change
Numbers (DCN) 244 and 245. This template is free and can be
accessed in our Resource Library.

QIP is defined as any improvement made by the taxpayer to an
interior portion of a building that is nonresidential real property
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https://www.irs.gov/pub/irs-drop/rp-20-25.pdf
https://www.kbkg.com/tax-insight/qualified-improvement-property-qip-guidance-from-the-irs-rev-proc-2020-25
http://www.kbkg.com/resources

as long as the improvement is placed into service after the building was first placed into service by any
taxpayer (IRC §168(k)(3)). Additionally, QIP specifically excludes expenditures for (1) the enlargement of a
building, (2) elevators or escalators, or (3) the internal structural framework of a building.

KBKG INSIGHT

Consider a limited scope cost segregation to separate QIP from non-QIP costs when improvements are not
solely related to tenant interior spaces and exceed $1 million. Cost segregation also makes sense for states
that do not conform to federal bonus depreciation.

Contact a KBKG specialist to discuss options on how to maximize depreciation deductions and limit your
exposure related to QIP property. Our team is available to answer any questions you may have.

QUALIFIED IMPROVEMENT PROPERTY (QIP) IRS FORM 3115 TEMPLATE PREVIEW

Fom 31 1 5 Application for Change in Accounting Method riler:  ERRINGMANE Page 1
i, Dooermter 2018) OB No. 18452070 EIN/ssN: RN
Deparimet of the Tresmry »Goto i 15 for ir i nd the latest it i Attachment to Form 3115

Automatic Method #244 & #245
Tax Year Ended FESRBERSINS0NS

Herme o fer faame of parent corporation & consoiated group) {aoe instructions) Identification number (sce nsiructions)

Principal business activity code number (see Instnctions)

KBKG Sample 3115 _ ame of Applicant
Hhmber. st and room or ol ao. 2 P bor.ses e hekcfora Hissim st e .. (hereinafter referred to as the “Applicant”] is requesting to make this change in accounting method for the tax
of changa ercls (MDD YYY)
Gty rtown, sate, and 2P code e e e year ended
Narme of appicanis) f diferant xan fer and denifcation numiber) (see insinactons) ontact person's tlephons number k:& } & } Principal ““““ﬂ“““"\' Code }
if the appiicant is a member of a consalidated group, check this box L] X X X
ffForm 2848, Power of Attomey and Deciaration of Representative, 1s attached (see INSUTUCHions o when Form 2648 1S Form 5115, Page 1 Type of Accounting Method Change and Miscellaneous Information
required), check this box » 0O The Applicant is requesting automatic change in accounting method designated change number 244 3hd designated
Check the box fo indicate the typs of apRicant. Check he Box To Tndicate e Type Ehange number 245 for the current taxable period ending|  as described below:
(] Individual | Cooperative (Sec. 1381) | of accounting method change being requested.
L] Corporation L] Partnership See instructions. ¢ Method No. 244: A change in depreciation, from an impermissible method to a permissible method. —
L] Contralled foreign corporation (Sec. 957) [ ] § corporation ] Depreciation or Amortization 3
] 10/50 corporation (Sec. 904(@)2)E) [ Insurance co. (Sec. 816(@) | [ Financial Products and/or Financial Activities of The Applicant reclassified assets originally placed into service after December 31, 2017 and treated as
] Qualified personal service ] Insurance co. (Sec. 831) Financial Institutions nonresidential real property having a 39 year GDS recovery period to qualified improvement property having a
corporation (Sec. 448(d)2) 1 Other (specify) » 1 Other (specify) b 15 year GDS recovery period.
] Exempt organization. Enter
Code section® ®  Method No. 245: A late election under IRC §168 (g)(7), (k)(5), (k)(7), and (k){10) or revocation of the elections

under IRC §168(k)(5), (k)(7), and (k)(10) -
Caution: To be eligibie for approval of the requested change in method of accounting, the taxpayer must provide all information that is
relevant to the taxpayer or to the taxpayer's requested change in method of accounting. This includes (1) al relevant information requested on

this Form 3115 (including s instructions), and (2) any othr relavant information, aven if not spacifically raquastad on Form 3115. The Applicant is making the election or revoking the election to treat “qualified improvement property” as ADS
must attach all requested throughout this form. property depreciated aver a 20-year depreciable methad under IRC §168(g)(7).
IEZON information for Automatic Change Request
1 Entor the appicable designated automatic accounting method change number (‘DCN') for the roquested automaic |Yes| No The Applicant i making the lection or revoking the election to take any additional first year depreciation on
change. Enter only one DGN, except as provided for in guidance published by the IRS. If the requested change has no [~ “qualified improvement property” under IRC §168(k)(7).
DCN, check *Other,” and provide bath a description of the change and a citation of the IRS guidance providing the
automatic change. See instructions. The Applicant is making the election or revoking the election to take 50% additional first year depreciation on
a (JDCN: 244 [ADCN _ 245 @DON: (@DeN: & DCN: @ 0CH: “qualified improvement property” placed into service during the tax year including September 27, 2017 under
mocw: @oon: __ @ 00N (10) DN (1) oen: (12) DCN: IRC §168(K)(L0).
b Other L] Descripti i
2 Do any of the eligivity rules restrict the applicant from fiing the requested change Using the automatic change Part Il, Question 6a
procedures (see instructions)? If “Yes," attach an explanation. . The Applicant s not under examination. No further statement is required F
8 Has the Sar proked ol the nfamafion e sttamonts e s or tis form el ) by the Lstof Automatic
Changes under which ting achange? See inst: o v
Note: Complete Part Il and Part IV of this form, and, SChEdu\esAlnmugn E, if applicable Part Il, Question 7a & 7h
Part Il ion for All Requests Yes| No Yes, audit protection applies. The Applicant is requesting an automatic change, DCN 244 to change an impermissible
4 During the tax year of change, did or will the applicant (a) cease to engage in the trade or business to which the method of accounting to a permissible method of accounting for depreciation on any item of qualified improvement
requested change relates, or (b) terminate its existence? See instructions. v property, as defined in §168(e)(6).
§ s the applicant requesting to change to the principal method in the tax year of change under Regulations section
1.381(c)(41(d)(1) or 1.381(C)5)-1(a)1)? v Part Il, Question 11
1 *No/ go o ine 6a. Not required per reduced filing requirement
1 “Yes," the applicant cannot file a Form 3115 for this change.
e penaitas of daciare that | have examined s spplication, cluding sccompanyg schedules and siataments. and Questi
Ssi Ko Delal s appizaion ot S o elevat ok Teing i the -mﬁ%wnv T e . sompite. Decassion o Bartll, Question 12 -
ign Praparar (o han SppISaN] & BASEA on il G Aton S WHh Fraparer has any know Not required per reduced filing requirement
Here Signatra of e (and spouse,  jin reurn) Das Namme and tts fprnt or type)
) Part Il, Question 13
Preparer [Prmiyps preparers rams Proparers agnatis Data Not required per reduced filing requirement.
fother than
iler/appiicant) | Foms nama »
For Privacy Act and Paperwork Reduction Act Notice, seé the instructions. Cat. No. 19280€ Form 3115 Rev_ 12-2018) 1

Author: Lester Cook, CCSP
Contributors: Gian Pazzia, CCSP; Malik Javed, CCSP; John Hanning, CCSP, MBA; Sumit Sharma, CCSP

KBKG | TAX CREDITS - INCENTIVES - COST RECOVERY | NATIONWIDE SERVICE| 877. 4462 | KBKG.COM



https://www.kbkg.com/cost-segregation-contact-us
https://www.kbkg.com/management/lester-cook
https://www.kbkg.com/management/gian-pazzia
https://www.kbkg.com/management/malik-javed
https://www.kbkg.com/management/john-hanning
https://www.kbkg.com/management/sumit-sharma

