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Section 42.—Low-Income
Housing Credit

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of October 2000. See Rev. Rul. 2000–45, page 337.

Section 62.—Adjusted Gross
Income Defined 

26 CFR 1.62–2: Reimbursements  and  other
expense allowance  arrangements.

Rules are set forth under which a reimbursement
or other expense allowance arrangement for the cost
of lodging, meal, and incidental expenses or meal
and incidental expenses incurred by an employee
while traveling away from home will satisfy the re-
quirement of § 62 (c) of the Code as to substantia-
tion of the amount of the expenses. See Rev. Proc.
2000–39, page 340.

Section 162.—Trade or
Business Expenses

26 CFR 1.162–17: Reporting and substantiation of
certain business expenses of employees.

Rules are set forth for substantiating the amount
of a deduction or an expense for lodging, meal, and
incidental expenses or meal and incidental expenses
incurred while traveling away from home. See Rev.
Proc. 2000–39, page 340.

Section 170.—Charitable, Etc.,
Contributions and Gifts
(Also § 1366.)

Charitable contributions; S corpora-
tions; section 170(a)(2).This ruling pro-
vides that an accrual-basis S corporation
may not elect under section 170(a)(2) to
treat a charitable contribution as paid in
the year authorized by the S corporation’s
board of directors if the contribution is

Rev. Rul.  2000–43

ISSUE

May an accrual-basis subchapter S cor-
poration elect under § 170(a)(2) of the In-
ternal Revenue Code to treat a charitable
contribution as paid in the year authorized
by the S corporation’s Board of Directors
if the contribution is paid by the S corpo-
ration after the close of the taxable year
and before the 15th day of the third month
following the close of the taxable year?

FACTS

Taxpayer is the sole shareholder of an
accrual-basis subchapter S corporation.
The S corporation reports on a calendar
year period.  On December 31, 1999, the
S corporation’s Board of Directors autho-
rized a charitable contribution to Charity,
a qualified donee under § 170(c)(2) and
an organization described under 
§ 501(c)(3).  The S corporation paid the
charitable contribution to Charity on
March 1, 2000.

LAW AND ANALYSIS

Section 170(a)(1) allows as a deduc-
tion any charitable contribution (as de-
fined in § 170(c)) the payment of which
is made within the taxable year.  Under 
§ 170(b)(1), the percentage limitation on
charitable contributions for an individual
is 50 percent, 30 percent, or 20 percent of
the taxpayer’s contribution base (gener-
ally adjusted gross income) for the tax-
able year, depending generally on the
type of property contributed and the type
of qualified donee.  Under § 170(b)(2),
the percentage limitation on charitable
contributions by a corporation is 10 per-
cent of the taxpayer’s taxable income
with certain adjustments.

Under § 170(a)(2), a corporation re-
porting its taxable income on the accrual
basis may elect to deduct a charitable
contribution in the year in which the
board of directors authorizes the contri-
bution, if the payment is made by the
15th day of the third month following the
close of the taxable year.  The election
may be made only at the time of the filing
of the return for the taxable year and is
made by reporting the contribution on the

return.  See § 1.170A–11(b)(2) of the In-
come Tax Regulations.

The legislative history to § 170(a)(2)
provides that the exception for accrual
basis corporations was desirable because
corporations intending to make the maxi-
mum charitable contribution allowable as
a deduction had experienced difficulty in
determining before the end of the taxable
year what constituted 5 percent of their
net income (the § 170(b) gross income
limitation for corporations at the time of
enactment).  S.  Rep.  No.  831, 81st
Cong., 1st Sess.  at 1949–2 C.B. 289,
290–1.

Section 1363(b) states that the taxable
income of an S corporation is computed
in the same manner as in the case of an
individual with certain exceptions,
among which is an exception that the de-
ductions referred to in § 703(a)(2) are not
allowed to the corporation.  Section
703(a)(2)(C) specifically refers to the de-
duction for charitable contributions pro-
vided in § 170.

Section 1366(a)(1)(A) provides that in
determining the tax of a shareholder, each
shareholder takes into account the share-
holder’s pro rata share of the corporation’s
items of income (including tax-exempt in-
come), loss, deduction or credit, the sepa-
rate treatment of which could affect any
shareholder ’s tax liability.  Section
1366(a)(1) provides further that the items
referred to in § 1366(a)(1)(A) include
amounts described in § 702(a)(4).  Section
702(a)(4) refers to charitable contributions
(as defined in § 170(c)).

Section 1.1366–1(a)(2)(iii) provides that
the separately stated items of a subchapter
S corporation include charitable contribu-
tions, grouped by the percentage limitations
of § 170(b), paid by the corporation within
the taxable year of the corporation.

The legislative history of § 1366 states
that the corporate limitation on charitable
contributions will no longer apply.  Instead,
charitable contributions by S corporations
will pass through to the shareholders and be
subject to the individual limitations on de-
ductibility.  See H.R. Rep. No. 826, 97th
Cong., 2d Sess. 14 (1982); S. Rep. No. 640,
97th Cong., 2d Sess. 16 (1982).

Under § 1363(b), a subchapter S corpo-
ration computes its taxable income in the
same manner as an individual.  The election
in § 170(a)(2) is not available to an individ-
ual.  An individual taxpayer may deduct a



charitable contribution only in the year in
which payment is actually made to the
charitable organization.  Furthermore, the
rationale behind § 170(a)(2), a corpora-
tion’s difficulty in determining its charita-
ble contribution limit under § 170(b)(2),
does not apply to subchapter S corporations
because a subchapter S corporation is not
subject to the same § 170(b)(2) limit.

Accordingly, under the facts described
above, the S corporation must report the
charitable contribution on its tax return for
the year in which it actually paid the chari-
table contribution, the taxable year ending
December 31, 2000.

HOLDING

An accrual-basis subchapter S corpo-
ration may not elect under § 170(a)(2) to
treat a charitable contribution as paid in
the year authorized by the S corpora-
tion’s Board of Directors if the contribu-
tion is paid by the S corporation after
the close of the taxable year.

DRAFTING INFORMATION

The principal author of this revenue
ruling is Martin Schäffer of the Office of
Associate Chief Counsel (Passthroughs
and Special Industries).  For further in-
formation regarding this revenue ruling
contact Martin Schäffer at (202) 622-
3080 (not a toll-free call).

Section 267.—Losses,
Expenses, and Interest With
Respect to Transactions Between
Related Taxpayers

26 CFR 1.267 (a)–1: Deductions disallowed.

When a payor provides a per diem allowance to
an employee who is a related party, the rules set forth
for the deemed substantiation to the payor of the
amount of the employee’s ordinary and necessary
business expenses for lodging, meal, and incidental
expenses incurred while traveling away from home
do not apply. See Rev. Proc. 2000–39, page 340.

Section 274.—Disallowance of
Certain Entertainment, etc.,
Expenses

26 CFR 1.274–5: Substantiation requirements.

Rules are set forth for an optional method for sub-
stantiating the amount of ordinary and necessary
business expenses of an employee for lodging, meal,
and incidental expenses or meal and incidental ex-
penses incurred while traveling away from home
when a payor provides a per diemallowance under a
reimbursement or other expense allowance arrange-
ment to pay for such expenses. Rules are also set
forth for an optional method for employees and self-
employed individuals to use in computing the de-
ductible costs of business meal and incidental ex-
pense paid or incurred while traveling away from
home. See Rev. Proc. 2000–39, page 340.

Section 280G.—Golden
Parachute Payments

Federal short-term, mid-term, and long-term rates
are set forth for the month of October 2000. See Rev.
Rul. 2000–45, page 337.

Section 382.—Limitation on Net
Operating Loss Carryforwards
and Certain Built-In Losses
Following Ownership Change

The adjusted applicable federal long-term rate is
set forth for the month of October 2000. See Rev.
Rul. 2000–45, page 337.

Section 412.—Minimum Funding
Standards

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of October 2000. See Rev. Rul. 2000–45, page 337.

Section 467.—Certain Payments
for the Use of Property or
Services

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of October 2000. See Rev. Rul. 2000–45, page 337.

Section 468.—Special Rules for
Mining and Solid Waste
Reclamation and Closing Costs

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of October 2000. See Rev. Rul. 2000–45, page 337.

Section 472.—Last-in, First-out
Inventories 

26 CFR 1.472–1:  Last-in, first-out inventories. 

LIFO; price indexes; department
stores. The August 2000 Bureau of Labor
Statistics price indexes are accepted for
use by department stores employing the
retail inventory and last-in, first-out in-
ventory methods for valuing inventories
for tax years ended on, or with reference
to, August 31, 2000.

Rev. Rul. 2000–46

The following Department Store Inven-
tory Price Indexes for August 2000 were
issued by the Bureau of Labor Statistics.
The indexes are accepted by the Internal
Revenue Service, under § 1.472–1(k) of
the Income Tax Regulations and Rev.
Proc. 86–46, 1986–2 C.B. 739, for appro-
priate application to inventories of depart-
ment stores employing the retail inven-
tory and last-in, first-out inventory
methods for tax years ended on, or with
reference to, August 31, 2000. 

The Department Store Inventory Price
Indexes are prepared on a national basis
and include (a) 23 major groups of depart-
ments, (b) three special combinations of
the major groups - soft goods, durable
goods, and miscellaneous goods, and (c) a
store total, which covers all departments,
including some not listed separately, ex-
cept for the following:  candy, food,
liquor, tobacco, and contract departments.
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