26 CFR 601.204: Changes in accounting periods SECTION 9. EFFECT ON OTHER counting period, the taxable income for

?EgénprgﬁtrZ‘lig;ﬁgi%”t;”c?é 898. 1502 1.442_1DOCUMENTS the short period must be placed on an ar
1706-1T, 1.1502-76) ' nual basis by multiplying the income by
SECTION 1. PURPOSE 12 and dIV!dII’lg the result _by the number
of months in the short period. Unless 88§
Rev. Proc. 2000-11 This revenue procedure provides pro443(b)(2) and 1.443-1(b)(2) apply, the
cedures by which certain corporationgax for the short period is the same part o
CONTENTS may obtain automatic approval to changthe tax computed on an annual basis a
their annual accounting periods under $e number of months in the short period

SECTION 1. PURPOSE 442 of the Internal Revenue Code. Thits of 12 months.

revenue procedure modifies, amplifies, .05 Sections 1.852-3(e) and
and supersedes Rev. Proc. 92—-13, 199211857-2(a)(4) provide that the taxable in-
C.B. 665. A corporation complying with come of a regulated investment company
all the applicable provisions of this rev(RIC) and a real estate investment trus
SECTION 3. SIGNIFICANT CHANGES enue procedure has obtained the consdREIT) are computed without regard to §

of the Commissioner of the Internal Rev443(b). Thus, taxable income for a perioc

SECTION 2. BACKGROUND

SECTION 4. SCOPE enue Service to change its annual a®f less than 12 months is not placed on al

counting period under § 442 and the Inannual basis even though such short tax

.01 Applicability. come Tax Regulations thereunder. able year results from a change of annue
.02 Inapplicability. accounting period.

.03Nonautomatic changes. SECTION 2. BACKGROUND

SECTION 3. SIGNIFICANT CHANGES

-04Examples. .01 Section 1.442-1(a)(1) of the In-

SECTION 5. TERMS AND come Tax Regulations provides that if &ignificant changes to Rev. Proc. 92-13
CONDITIONS OF CHANGE taxpayer wishes to change its annual atade by this revenue procedure include:
counting period (as defined in § 441(c)) .01 Section 4.01(2) provides that this
.01In general. and adopt a new taxable year (as defingg@venue procedure applies to a corpora
.02 Short period. in 8 441(b)), it must obtain prior approvaltion that wants to change from a
.03 Short period tax return from the Commissioner. 52-53-week taxable year to a taxable
.04 Subsequent year tax returns. .02 Section 1.442-1(b)(1) provides thayear that ends with reference to the sam

.05Book conformity. in order to secure prior approval of gnonth, and vice versa;
.06 Net operating losses. change of a taxpayer’s annual accounting .02 Section 4.01(3) adds a provision
.07 General business credits. period, the taxpayer must file an applicawhereby a controlled foreign corporation
.08 Concurrent change for related en-tion on Form 1128, Application to Adopt,(CFC) may revoke its one-month deferral
tities. Change, or Retain a Tax Year, with thelection under § 898(c)(1)(B) and auto-

Commissioner on or before the8ay matically change its taxable year to the
of the second calendar month followingnajority United States shareholder year
the close of the short taxable year retas defined in § 898(c)(1)(C));

SECTION 6. MANNER OF
EFFECTING THE CHANGE

01 Consent. quired to effect the change. Section .03 Section 4.02(1) provides certain ex-
.02Filing requirements. 1.442-1(b)(1) also provides that approvateptions to thel 6—ye§1r waiting period be-
(1) Where to file. will not be granted unless the taxpayetween automatic period changes, such a
(2) When to file. and the Commissioner agree to the termfgr changes to or from a 52-53-week tax-

(3) Label. conditions, and adjustments under whichble year referencing the same month;
the change will be effected. .04  Section 4.02(2) adds three ex-

(4) Signature requirements.
(5) No user fee.
(6) Consolidated application.

.03 Section 1.442-1(c) provides a speseptions to the scope restrictions applica
cial rule whereby certain corporationsle to an automatic period change for &
may change their annual accounting perorporation that is a member of a partner:
SECTION 7. REVIEW OF ods without the prior approval of theship or a beneficiary of a trust or estate;
APPLICATION Commissioner. Rev. Proc. 92-13 also .05 Section 4.02(3) adds two excep-
provided procedures whereby certain cotions to the scope restrictions applicable

.01 Service Center review. porations that did not satisfy the condito an automatic period change for a cor.

-02Review of examining officials. tions of § 1.442—-1(c) could obtain expediporation that is a shareholder of a foreigr
SECTION 8. EFFECTIVE DATE AND  tious approval _of a change of their annuaales corpora'tio'n (FSC) or an interes
TRANSITION RULE accountmg.penod. . . chgrge domestic international sales corpo

.04 Section 1.443-1(b)(1)(i) providesration (IC-DISC);
.01Effective date. that if a return is made for a short period .06 Section 4.02(6) eliminates the pro-

.0ZTransition rule. resulting from a change of an annual adiibition of an automatic period change for



a corporation making an S corporatiotthis purpose, the following changes will (c) for pass-through entities not
election effective for the taxable year imnot be considered a change in annual agualifying for the exceptions in either sec-
mediately following a change in accountcounting period: tion 4.02(a) or 4.02(b) of this revenue
ing period, provided the corporation is (a) a change in accounting periodrocedure, the pass-through entity ir
changing to a permitted S corporation taxpy a subsidiary to its common parent’gvhich the corporation has an interest ha
able year; taxable year in order to comply with thebeen in existence for at least 3 taxabl

.07 Section 4.02(14) modifies the scopeommon taxable year requirement of §ears and the interest is de minimis. Fo
restriction for a cooperative associatior1.1502—76(a)(1)See§ 1.442—-1(d); this purpose, an interest in a pass-throug
with a loss in the short period required to (b) any prior change in accountingentity is de minimis only if:
effect the change to allow an otherwisgeriod by a majority-owned, newly ac- (i) for each of the prior 3 tax-
automatic change if the patrons of the cQquired subsidiary that wants to change table years of the corporation, the amoun
operative association remain substantialljye taxable year of its domestic or foreig®f income (including ordinary income or
the same before and after the accountinghrent with which it does not file consoli-l0ss, capital gains or losses, rents, royal-
period change; and dated tax returns in order to file consolities, interest, or dividends) from such

.08 Section 5.06 deletes the requiredated financial statements, provided theass-through entity is less than or equal
ment that a net operating loss (NOL) irthange is made within 12 months of thé (A) 5 percent of the corporation’s
the short period required to effect thexcquisition. For purposes of this subse@ross receipts (or, in the case of a mem-
change must be deducted ratably over tfon, “majority-owned” means ownershipber of a consolidated group, the consoli-
years. Further, section 5.06 increasafat satisfies the test of § 1504(a)(2), sulslated group’s gross receipts) for those
(from $10,000 to $50,000) the exceptiortituting “more than 50 percent” for “attaxable years, and (B) $500,000; and
to the general rule proscribing a carrybacleast 80 percent;” (ii) the amount of income from
of a short period NOL. (c) a change from a 52-53-weelkdll such pass-through entities in the
taxable year to a taxable year that endggregate is less than or equal to the
with reference to the same month, angmounts described in (A) and (B) above.

.01 Applicability. (1)In general This Vice versa; Seesection 4.04 of this revenue proce-
revenue procedure applies to a corpora-  (2) is a member of a partnership or 4ure for an example of this rule;
tion requesting consent to change its ameneficiary of a trust or an estate (collec-  (3) is a shareholder of a FSC or IC-
nual accounting period. The commoriively referred to as “pass-through entiDISC, as of the end of the short period
parent of a consolidated group mayies”) as of the end of the short periodHowever, an interestin a FSC or IC-DISC
change the group’s annual accounting péfowever, an interest in a pass-through ers disregarded if either of the following
riod under this revenue procedure if evertity will be disregarded for this purpose ifconditions is met:
member of the consolidated group meewny of the following conditions are met: (a) the FSC or IC-DISC in which the
all the requirements and complies with all (a) the partnership in which thecorporation is the principal shareholder
the conditions of this revenue procedure.corporation is a majority interest partnefi-€.,the shareholder with the highest per-

(2) 52-53-week yearNotwithstanding (i.e., a partner having an interest in th&entage of voting power as defined in &
section 4.02 of this revenue procedureartnership’s profits and capital of more#41(h)) would be required to change its
this revenue procedure applies to a corpdhan 50 percent) would be required téaxable year pursuant to 8§
ration (including a member of a consolichange its taxable year pursuant to §-921-1T(b)(4) and (b)(6) to the new tax-
dated group) that wants to change from 206(b) to the new taxable year of the cor@ble year of the corporatiorSeesection
52-53-week taxable year to a taxable yegmoration. Seesection 5.08 of this revenue5.08 of this revenue procedure for a spe
that ends with reference to the samprocedure for a special term and conditiofial term and condition related to this ex-
month, and vice versa. related to this exception; ception; or

(3) Section 898 electian Notwith- (b) the new taxable year of the  (b) the new taxable year of the cor-
standing section 4.02 of this revenue prazorporation would result in no change irfPoration would result in no change in or
cedure, this revenue procedure applies tir less deferral (as described in gess deferral of income (as determinec
a CFC (as defined in § 957) that wants t0.706-1T(a)(2)) from the pass-througinder the principles of § 1.706-1T(a)(2))
revoke its one-month deferral electiorentity than the present taxable year of th&m the FSC or IC-DISC than the presen
under § 898(c)(1)(B) and change its taxeorporation. If the pass-through entity i§axable year of the corporation;
able year to the majority U.S. shareholdef partnership, the corporation should (4) is a FSC or an IC-DISCSee§
year (as defined in § 898(c)(1)(C)). compare the existing deferral period (bel.921-1T(b)(4) for rules regarding auto-

.02 Inapplicability. This revenue pro- tween the partnership’s and the corporamatic changes of the annual accountin
cedure does not apply to a corporatiotion’s current taxable years) with the newperiod of a FSC or IC-DISC to the taxable
that: deferral period (between the taxable yeatear of its principal shareholder;

(1) has changed its annual accountf the partnership that would be required (5) is an S corporation (as defined in
ing period at any time within the 6 calenunder § 706 and the corporation’s nevw§ 1361). SeeRev. Proc. 87-32 for proce-
dar years ending with the calendar yedaxable year). Seesection 4.04 of this dures to follow for certain automatic
that includes the beginning of the shortevenue procedure for an example of thishanges in the annual accounting perio
period required to effect the change. Faule; or of an S corporation;

SECTION 4. SCOPE



(6) attempts to make an S corporaeounting period, in the short period remajority interest taxable year ending De-
tion election for the taxable year immediquired to effect the change, and in theember 31. X's distributive share of in-
ately following the short period, unlessyear following the change. For purposesome/(loss) from JKL for the prior three
the change is to a permitted S corporatioof this subsection, “substantially thetaxable years is $300,000, $(100,000)
year. For this purpose, a “permitted Same” means that ownership of more thamnd $200,000, respectively, and from
corporation year” includes a calendaBO percent of the cooperative associaMNO is $300,000, $200,000, and
year, a taxable year permitted under on’s stock is owned by the same mem$100,000, respectively. X’s gross receipts

444, or an ownership taxable year or nabers. for each of those same taxable years wa
ural business year (as defined in Rev. .03 Nonautomatic changesCorpora- $15,000,000.
Proc. 87-32, 1987-2 C.B. 396); tions that are unable to use the automatic (i) X’s interests in its pass-through

(7) is a personal service corporatiomprovisions of this revenue procedure musntities will be disregarded only if each
(as defined in § 441(i)).SeeRev. Proc. secure prior approval from the Commispass-through entity satisfies one of the ex
87-32 for procedures to follow for certairsioner for a change in an accounting peeptions enumerated under sectior
automatic changes in the annual accountiod pursuant to § 442 and the regulation$.02(2) of this revenue procedure. In the
ing period of a personal service corporathereunder. instant case, X’s interests in ABC and
tion; .04 Examples. DEF each meet the exception in sectior
(8) is a CFC (as defined in 8 957) or (1) Example 1.(i) Corporations V, W, 4.02(2)(a) because X is the majority inter-
a foreign personal holding companyX, Y, and Z hold equal 20 percent interest partner in each partnership. X's inter-
(FPHC) (as defined in § 552); ests in the capital and profits of partnerest in GHI meets the exception in sectior
(9) is a shareholder of a CFC orship ABC. V and W are calendar year.02(2)(b) because X’s new taxable yeal
FPHC. However, an interest in a CFC otaxpayers. X and Y have a taxable yeawould result in less deferral than its old
FPHC is disregarded if the shareholder isnding June 30, and Z has a taxable ye&xable year (the deferral between May 3!
the majority U.S. shareholder.€., the ending September 30. ABC does noand June 30 of 1 month as compared ft
shareholder that meets the ownership r&ave a business purpose for a particuléine deferral between May 31 and Decem
guirement of § 898(b)(2)(A)) and thetaxable year, and thus, pursuant to Ber 31 of 7 months). Because X is
CFC or FPHC would be required tol.706-1T, ABC is required to use a taxnot the majority interest partner in JKL
change its taxable year to the new taxabbble year ending June 30 because that teand MNO and because its new taxable
year of the shareholdeSeesection 5.08 able year results in the least aggregate dgear would not result in less deferral from
of this revenue procedure for a specidlerral of income to its partners. Zthese partnerships, X’s interests in JKL
term and condition related to this excepeurrently has a 3-month deferral periodand MNO may be disregarded only if they
tion; (the number of months from the end ofatisfy the de minimis exception in sec-
(10) is a tax-exempt organization ABC’s taxable year to the end of Z's taxtion 4.02(2)(c). Although the income
other than an organization exempt fronable year). Z wants to change its taxableom JKL and MNO for each of the prior
federal income tax under § 521, 526, 52%ear to a calendar year. three taxable years is less than 5 percer
or 528. SeeRev. Proc. 85-58, 1985-2 (i) If Z changes its taxable year to aof X's gross receipts and $500,000, the in-
C.B. 740, for procedures to follow incalendar year, ABC would be required t@ome for year 1 from JKL and MNO, in
changing an annual accounting period fachange its taxable year under § 706 to ithe aggregate ($300,000 and $300,000;
a tax-exempt organization not meeting themajority interest taxable year, which isexceeds the $500,000 amount specified i
scope of this revenue procedure; the calendar year. As a result of Z's newection 4.02(2)(c)(ii). Consequently, JKL
(11) is a direct or indirect share-taxable year and ABC’s new taxable yeagnd MNO fail to satisfy the de minimis
holder of a passive foreign investmenE’s deferral period would be eliminated.exception in section 4.02(2)(c). Because
company (PFIC) that is a qualified electBecause Z's new taxable year would reX’s interests in all of its pass-through en-
ing fund (within the meaning of § 1295)duce Z’s deferral, Z may disregard its intities will not be disregarded, X is not
with respect to the shareholder; terest in ABC under section 4.02(2)(b) ofvithin the scope of this revenue proce-
(12) is a PFIC that U.S. personghis revenue procedure. dure.
(who own directly or indirectly, in the ag- (2) Example 2 (i) Corporation X, a
gregate, 10 percent or more of the concalendar year taxpayer, wants to chang%ECTlON 5. TERMS AND
pany) elected under § 1295 to treat asits tax year to a year ending June 30. $ONDITIONS OF CHANGE
qualified electing fund; has interests in five partnerships, ABC,
(13)is a_corporation which has in ef-DEF, GHI_, JKL, and MNQ. AII of the counting period filed under this revenue
fect an ele_ctlon under § 936; or o partnerships have been in ex_|stence f_(ffrocedure must be made pursuant to th
_ (14) is a cqoperanve assomgtlomver three taxable years. X's interests ifhrms and conditions provided in this rev-
(W|th|_n the meaning _of 8 138_1(a)) with aeach of ABC,Z z_ind DEF_|s greater than 5@ e procedure.
loss in the short period requwe_d to eff_ecperce_nt. X's interest in GHI, JKL, and 55 ghort period The short period re-
the change of annual accounting perlt_)cMNO is 15 pe_rcent, 10 percent, and 5 PEHuired to effect the change of annual ac
unless_ a_II the patrons of_ the cooperatlv_eent, respectively. GHI uses the ma]or't)éounting period must begin with the day
association are substantially the same interest taxable year ending _May 31 ‘"’_‘nﬂ)llowing the close of the old taxable year
the year before the change of annual adkL and MNO each use their respective,,4 end with the day preceding the first

.01In general A change in annual ac-



day of the new taxable year. through entity, FSC, IC-DISC, CFC, orelection under section 4.01(3) of this rev-
.03Short period tax return The corpo- FPHC is disregarded pursuant to sectiorenue procedure, the label at the top o
ration or consolidated group must file a4.02(2)(a), 4.02(3)(a), or 4.02(8) of thigpage 1 of the Form 1128 should reac
federal income tax return for the short perevenue procedure because the entity iIREVOCATION OF § 898(c)(1)(B)
riod by the due date of that return, includrequired to change its taxable year to thELECTION FILED UNDER REV.
ing extensions pursuant to § 1.443-1(agorporation’s new taxable year, the entitROC. 2000-11."
The corporation’s taxable income (or thenust change its taxable year concurrently  (4) Signhature requirements The
consolidated group’s consolidated taxableith the corporation’s change in taxabld&=orm 1128 must be signed on behalf o
income) for the short period must be anyear, notwithstanding the testing date prahe corporation requesting the change ©
nualized, except in the case of a RIC oraisions in 88 706(b)(4)(A)(ii) and annual accounting period by an individual

REIT, and the tax must be computed i898(c)(1)(C)(ii). with authority to bind the corporation in
accordance with the provisions of §§ such matters. If the corporation is a mem
443(b) and 1.443-1(b). However, foroECTION 6. MANNER OF ber of a consolidated group, the Form
changes to or from a 52-53-week taxablEFFECTING THE CHANGE 1128 must be signed by a duly authorize
year, see special rules in 831 consent Approval is hereby gramedofﬁcer of the common parent. If an agent
1.441-2T(c)(5). to any corporation or consolidated grouﬂrs authorized to represent the corporatiot

.04Subsequent year tax returnReturns \ ithin the scope of this revenue proce® consolidated group before the Service
for subsequent taxable years must be magge 1o change its annual accounting pé(—) receive the original or a copy of corre-
on the basis of a full 12 months (or on a 5%"|od, provided the corporation or consoliSPondence concerning the application, o
53-week basis) ending on the last day of thg, 1 g group complies with all thelo perform any other act(s) regarding the
new taxable year, unless the corporation gf plicable provisions of this revenue proapplication on behalf of the corporation or
consolidated group secures the approval QL4 re. Approval is granted beginniné:onsolidated group, a power of attorney
the Commissioner to change its new taXgity the short period required to effect th&eflecting such authorization(s) should be
able year. change. A corporation or consolidated@ttached to the application. A corporatior

.05 Book conformity The books of the group granted approval under this revO" consolidated group’s representative
corporation or consolidated group must bg, o procedure to change its annual aWithout a power of attorney to represent
closed as of the last day of the new taxab?ounting period is deemed to have estali?e corporation or consolidated group will
year. The corporation or consolidate@chad a business purpose for the chané\?t be given any information about the
group must compute its income and keep ihe satisfaction of the Secretary. application.
its books and records (including financial 5, Filing requirements (1) Where to (5) No user fee A user fee is not re-
statements and reports to creditors) on thg, Any corporation (including the com-auired for an application filed under this
basis of the new taxable year. mon parent of a consolidated group) thd€Venue procedure and, except as prc

.06 Net operating losseslf the corpo- yeacides to change its annual accountin\dded in section 7.01 of this revenue pro-
ration (or consolidated group) has a Nocreriod pursuant to the provisions of thicedure, the receipt of an application filed
(or consolidated NOL) in the short periogeyenye procedure must complete and filander this revenue procedure may not b
required to effect the change, the NOL, . ,rrent Form 1128 with the Director, In-2cknowledged.
may not be carried back but must be cafarnal Revenue Service Center, Attention: (6) Consolidated applicatianA com-
ried over in accordance with the provipnT|TY CONTROL, where the corpora- MoN parent may file a single application tc
sions of § 172 beginning with the first; or consolidated group files its federafhange the annual accounting period of it
taxable year after the short period. HOWy o me tax return. No copies of Fornfonsolidated group. The common paren
ever, the short period NOL (or consoli-{12g gre required to be sent to the Norporation must clearly indicate that the
dated NOL) is carried back or carriediyna) Office. Form 1128 is filed on behalf of the com-
over in accordance with § 172 if it is ei- (2) When to file A Form 1128 filed MON parent and all its subsidiaries, and th
ther: (a) $50,000 or less, or (b) res”“ﬁursuant to this revenue procedure will EOMMON parent must answer all relevan
from a short period of 9 months or longef.ysigered timely filed for purposes of @uestions on the Form 1128 for each mern
and is less than the NOL (or the consoli1.442_1(b)(1) only if it is filed on or be- ber of the consolidated group.
dated NOL) for a full 12-month period¢, e the time

beginning with the first day of the shortgjing the return for the short period re-APPLICATION
period. _ _ _ quired to effect such change.

.07 General business creditsf there is (3) Label In order to assist in the .01 Service Center reviewA Service
an unused general business credit or a{%\‘ocessing of the change in annual acenter may deny a change of annual ac
other unused credit for the short periody,nting period, reference to this revenueounting period under this revenue proce
the corporation or consolidated group, gcedure must be made a part of theure only if: (a) the Form 1128 is not filed
must carry that unused credit forward. Atkqrm 1128 by either typing or legiblytimely, or (b) the corporation or consoli-
unused credit from the short period maynting the following statement at the topdated group fails to meet the scope o
not be carried back. _of page 1 of the Form 1128: “FILEDterms and conditions of this revenue pro
_-08Concurrent change for related enti-yNpER REV. PROC. 2000-11." For acedure. If the change is denied, the Sel
ties If a corporation’s interest in & PasStEc that is revoking a § 898(c)(1)(B)vice Center will return the Form 1128

(including extensions) forgsecTiON 7. REVIEW OF



with an explanation for the denial. priate modifications to the application tc
.02 Review of examining officialsThe comply with the applicable provisions of

appropriate examining official may ascerthis revenue procedure. In addition, an

tain if the change in annual accountingiser fee that was submitted with the appl

period was made in compliance with altation will be refunded to the corporatior

the applicable provisions of this revenu®r consolidated group.

procedure. Corporations or consolidated

groups changing their annual accountingECﬂON 9. EFFECT ON OTHER

OCUMENTS

period pursuant to this revenue procedu

without complying with or satisfying all  ray Proc. 92-13 Rev. Proc. 92—13A
the terms and conditions of this revenugqggs_1 c B. 668 a;’ld Rev. Proc. 94—1:

procedure ordinarily will be deemed t01994_1 c.B. 565. are modified ampli
have initiated the change in annual agieq ang superseded. '

counting period without the consent of the
Commissioner. DRAFTING INFORMATION

SECTION 8. EFFECTIVE DATE AND The principal authors of this revenue
TRANSITION RULE procedure are Roy A. Hirschhorn ant
) ) Martin Scully, Jr. of the Office of Assis-

-01 Effective date This revenue pro- ant chief Counsel (Income Tax and Ac
cedure generally is effective for alloqnting). For further information re-
changes in annual accounting periods fof,ding this revenue procedure, conta
which the short period ends on or aftegq,y A~ Hirschhorn or Martin Scully, Jr.

January 18, 2000. However, if the timg, (202) 622-4960 (not a toll-free call).
period set forth in section 6.02(2) of this

revenue procedure for filing a Form 1128
with respect to a short period has not yet
expired, a corporation or consolidated
group meeting the scope of this revenue
procedure may elect early application of
the procedure by providing the notifica-

tion set forth in section 6.02(3) on the top
of page 1 of Form 1128 and by satisfying
the other procedural requirements of sec-
tion 6.

.02 Transition rule If a corporation or
consolidated group within the scope of
this revenue procedure filed an applica-
tion with the National Office to make a
change in annual accounting period and
the application is pending with the Na-
tional Office on January 18, 2000, the
corporation or consolidated group may
make the change under this revenue pro-
cedure. However, the National Office
will process the application in accordance
with the authority under which it was
filed, unless prior to the later of March 3,
2000, or the issuance of the letter ruling
granting or denying consent to the
change, the corporation or consolidated
group notifies the National Office that it
wants to make the change under this rev-
enue procedure. If the corporation or
consolidated group timely notifies the Na-
tional Office that it wants to make the
change under this revenue procedure, the
National Office will require the corpora-
tion or consolidated group to make appro-




