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Proposed regulations relate to certain adoptions, changes,
and retentions of annual accounting periods. The proposed
regulations primarily affect taxpayers that want to adopt an
annual accounting period under section 441 of the Code or
that must receive approval from the Commissioner to adopt,
change, or retain their annual accounting periods under sec-
tion 442 of the Code. Rev. Ruls. 57-589, 65-316, 68-125,
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French social security agreement. The mutual agree-
ment between the United States and France on the tax treat-
ment of contributions to, and distributions from, the French
social security regime (Basic Plan and Complementary
Plans) is set forth.
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Announcement 2001-69, page 23.

The Service announces the availability of new Form 2290SP,
Declaracion del Impuesto sobre el Uso de Vehiculos
Pesados en las Carreteras, and its separate instructions for
use by Spanish-speaking taxpayers for filing as of July 1,
2001. This return is used to pay the tax on highway motor
vehicles with a taxable gross weight of 55,000 pounds or
more.
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A public hearing has been rescheduled for July 25, 2001, on
proposed regulations (REG-107186-00, 2001-13 I.R.B. 973)
relating to the voluntary electronic furnishing of payee state-
ments on Forms W-2.



The IRS Mission

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related Items, and Subpart B,
Legislation and Related Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 3221.—Rate of Tax pensation is paid by such employer fothe taxes collected under Section 3221(d)

services rendered to him during the quaef the Railroad Retirement Tax Act shall
Determination of Quarterly Rate ter beginning July 1, 2001, shall be at thbe credited to the Railroad Retirement
of Excise Tax for Railroad rate of 26 cents. Supplemental Account.

Retirement Supplemental In accordance with directions in Sec- Dated May 24, 2001.

Annuity Proaram tion 15(a) of the Railroad Retirement Act ;
y g of 1974, the Railroad Retirement Board By Authority of the Board.

In accordance with directions in Sechas determined that for the quarter begin- Beatrice Ezerski,
tion 3221(c) of the Railroad Retiremenning July 1, 2001, 38.6 percent of the Secretary to the Board
Tax Act (26 U.S.C., Section 3221(c)), théaxes collected under Sections 3211(b)

Railroad Retirement Board has deterand 3221(c) of the Railroad RetiremenfFiled by the Office of tge F;dehra(ljRegrjster on Mfa%

; ; ; ; ; 1, 2001, 8:45 a.m., and published in the issue of the
mme_d that the excise tax imposed by sgcTax_ Act shall be credited to the Raﬂroacf;ederal Reqister for June 1, 2001, 66 F.R. 20848)
Section 3221(c) on every employer, witfRetirement Account and 61.4 percent of
respect to having individuals in his emthe taxes collected under such Sections

ploy, for each work-hour for which com-3211(b) and 3221(c) plus 100 percent of

2001-27 I.R.B. 1 July 2, 2001



Part Il. Treaties and Tax Legislation

Subpart A.—Tax Conventions for tax purposes in the first-mentioned Stat8ec. 301.6114-1(c)(1)(iii), the reporting
and Other Related Items as a contribution paid to a pension or othgequirement is waived with regard to tax-
retirement arrangement that is establishedayers taking the position that a U.S.
French Social Security maintained, and recognized for tax purposéreaty reduces or modifies the taxation of
Agreement in that first-mentioned State. However, thencome derived from public or private
competent authority of the first-mentionecgpensions or social security. Accordingly,
Notice 2001-41 State must agree that the pension or othexxpayers claiming exemption for French

o retirement arrangement generally corresocial security benefits pursuant to Article

The following is a copy of the Newsgponds to a pension or other retiremeri8(1)(b) of the Treaty are not required to

Release issued by the Director, Internasrangement recognized for tax purposes ljfsclose this position on their income tax

tional (U.S. Competent Authority) onyat State. return for the year in which the distribu-
May 31, 2001 (IR-2001-54). Questions have arisen concerning thions are received.

treatment of contributions to, and distribu-
'LI'JAf(ﬁl'TIODNFgﬁ’\ligEQg—RéE)SINAL tions from, Fhe French social securitQE':FECT'VE DATE
SECURITY regime (Basic Plgn _gnd Complgm?mary The mutual agreement is applicable to
Plans) by, and to, individuals residing in thgyy years beginning on or after January 1,
Washington — The Competent Authori-United States. 1996. Pursuant to Article 26(1) of the

ties of the United States and France reachedThe United States and France havereaty, an individual who paid U.S. income
a mutual agreement on the tax treatment ereed that until the applicable language fax on distributions from the French social
contributions to, and distributions from, thehe Treaty is amended or terminated, thgacurity regime (Basic Plan and Comple-
French social security regime (Basic Plafreaty will be applied as follows. mentary Plans) for one or more tax years
and Complementary Plans). The agre&:o ;v\ T OF CONTRIBUTIONS  beginning on or after January 1, 1996, may
ment clarifies the application of Article 18 request a refund of such tax within three
of the Convention between the Govern- For purposes of Article 18(2), the Frenclyears of the date of this news release pro-
ment of the United States of America andocial security regime does not generallyided such individual was a resident of the
the Government of the French Republic fogorrespond to a pension or other retirementnited States during each year for which a
the Avoidance of Double Taxation and thesrrangement that is recognized for tax purefund is requested. Individuals who took
Prevention of Fiscal Evasion with respecboses by the United States. Accordinglythe position for purposes of determining
to Taxes on Income and Capital (th@oth mandatory and voluntary contributheir taxable income in the United States
“Treaty”), signed on August 31, 1994, andions to the French social security regimenat mandatory or voluntary contributions
entered into force on December 30, 1995. (Basic Plan and Complementary Plans) by the French social security regime (Basic
BACKGROUND individuals who are resident in the United?lan and Complementary Plans) were de-
States are not deductible or excludible faductible or excludible, should file amended
Subparagraph () of Article 18(1) of thePurposes of determining the individualsreturns for all tax years beginning on or

Treaty provides that, except as provided ifRxable income in the United States. after January 1, 1996, for which the statute
subparagraph (b), distributions from private-REATMENT OF DISTRIBUTIONS of Ilmltat|0n§ on assessment and co'llectlon
pension and other retirement arrangements has not expired as of the date of this news

derived and beneficially owned by a resi- Under Article 18(1)(b), distributions release (generally calendar years 1998,
dent of a Contracting State in consideratioffom the French social security regimel999, and 2000).

of past employment shall be taxable only ifBasic Plan and Complementary Plans) t

that State. Subparagraph (b) provides thitdividuals who are residents of thegoNTACT INFORMATION

pensions and other payments made undéhited States are taxable only by France For further information or assistance re-
the social security legislation of a Contractand not by the United States, regardless ghrding the U.S. income tax treatment of
ing State to a resident of the other Contractvhether contributions to the Plans wer@ocial security pensions received from
ing State shall be taxable only in the firstmade on a voluntary or mandatory basis.France, please contact David Kosterlitz,

menti_oned State. _ WAIVER OF DISCLOSURE IRS Large & Mid-size Business, Interna-
Article 18(2) of the Treaty applies WhenREQUIREMENT tional, Tax Treaty, ((202) 874-1550 (not a
determining the taxable income of an indi- toll-free number)). For information or as-

vidual who renders personal services and Section 6114(a) of the Internal Revsistance regarding the French tax treatment
who is a resident of a Contracting State, betnue Code requires that taxpayers takir@f social security pensions received from
not a national of that State. Contributionshe position that a U.S. treaty overrules &rance, please contact Christiane Marechal,
paid by, or on behalf of, such individual to ageneral U.S. tax principle of law must dis¥iscal Attache, French Embassy, ((202)
pension or other retirement arrangememiose such position on a return of tax or, i944-6390 (not a toll-free number)). In
that is established, maintained, and recogo return of tax is required to be filed, agrance, please contact Centre des Impots
nized for tax purposes in the other Contracthe Internal Revenue Service may predes Non-Residents, 9, Rue d’'Uzes, 75094,
ing State shall be treated in the same wagribe. However, pursuant to Treas. Redaris Cedex 02.
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Part lll. Administrative, Procedural, and Miscellanous

Weighted Average Interest Rate interest rates used to calculate current lia- The average yield on the 30-year Trea-

Update bility for the purpose of the full funding sury Constant Maturities for May 2001 is
limitation of section 412(c)(7) of the In-5.78 percent.
Notice 2001-39 ternal Revenue Code as amended by theThe following rates were determined

Omnibus Budget Reconciliation Act offor the plan years beginning in the month
Notice 88-73 provides guidelines for1987 and as further amended by thshown below.
determining the weighted average interesiruguay Round Agreements Act, Pub. L.
rate and the resulting permissible range af03-465 (GATT).

Month Year
June 2001

90% to 105% 90% to 110%
Weighted Permissible Permissible
Average Range Range
5.82 5.24106.11 5.24 10 6.40

Drafting Information

The principal author of this notice is
Todd Newman of the Employee Plans,
Tax Exempt and Government Entities Di-
vision. For further information regarding
this notice, please call Mr. Newman at
(202) 283-9702 (not a toll-free number).

2001-27 I.R.B.
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Part IV. Items of General Interest

Notice of Proposed Rulemaking FOR FURTHER INFORMATION CON- regulations. Section 1.441-2(b)(1) re-
and Notice of Public Hearing TACT: Concerning the proposed regulaguires certain taxpayers to file statements
tions, Roy A. Hirschhorn and Martinon their federal income tax returns to no-
Changes in Accounting Periods  Scully, Jr. (202) 622-4960; concerningdify the Commissioner of the taxpayers’
submissions of comments and the heaelection to adopt a 52-53-week taxable
REG-106917-99 ing, and/or to be placed on the building/ear. Section 1.442—1(b)(4) provides that
access list to attend the hearing, Treercertain taxpayers must establish books
AGENCY: Internal Revenue ServiceGarrett (202) 622-7180 (not toll-freeand records that clearly reflect income for
(IRS), Treasury. numbers). the short period involved when changing
their taxable year from their taxable year
to a proposed fiscal taxable year. Section
; 1.442-1(d) requires a newly married hus-
SUMMARY: This document contains pro_Paperwork Reduction Act band or wife to file a statement with their
posed regulations under sections 441, 442, The collections of information con- short period return when changing to the
706, 898, and 1378 of the Internal Revenugined in this notice of proposed rulemakether spouse’s taxable year. This collec-
Code of 1986 that relate to certain adofing have been submitted to the Office ofion of information is mandatory. The
tions, changes, and retentions of annual agtanagement and Budget for review in aclikely respondents are businesses or other
counting periods. The proposed regulacordance with the Paperwork Reductioprofit entities and individuals.
tions are necessary to update, clarify, analct of 1995 (44 U.S.C. 3507(d)). Com- The estimated average annual burden
reorganize the rules and procedures fenents on the collections of informationper respondent and/or recordkeeper re-
adopting, changing, and retaining a taxshould be sent to th@ffice of Manage- quired by §81.442—1(b)(1) and 1.1378-1
payer’s annual accounting period. The pranent and Budget Attn: Desk Officer for are reflected in the burdens of Forms
posed regulations primarily affect taxpaythe Department of the Treasury, Office 01128 and 2553.
ers that want to adopt an annual accountingformation and Regulatory Affairs, Further, the estimated average burden
period under section 441 or that must re/ashington, DC 20503, with copies tgper respondent and/or recordkeeper re-
ceive approval from the Commissioner tahe Internal Revenue Service Attn: quired by §81.441-2(b)(1), 1.442-1(b)(4)
adopt, change, or retain their annual a¢gRS Reports Clearance Officer,and 1.442-1(d) is as follows:
counting periods under section 442. Thigy:CAR:MP:FP:S:0, Washington, DC Estimated total reporting/recordkeep-
document also contains a notice of publi0224. Comments on the collections aing burden: 3,500 hours.
hearing on these proposed regulations. information should be received by August Estimated average burden per respon-
DATES: Written and electronic com- 3> 2001. Comments are specifically redent/n_acordkeeper: 21 minutes.
ments and requests to speak (with outlindluested concerning: _ _ Estimated number of respondents/
of oral comments) at a public hearin Whe_ther the proposed collections ofmrecord_keepers: 10,000.
scheduled for October 2, 2001, must b rmation are necessary for the proper Estimated annL_laI frequency of re-
received by September 11, 2001. performance of the_ fungtlons pf the Intersponses: On occasion.
nal Revenue Service, including whether An agency may not conduct or sponsor,
ADDRESSES: Send submissions tothe information will have practical utility; and a person is not required to respond to,
CC:M&SP:RU (REG-106917-99), room The accuracy of the estimated burdea collection of information unless the col-
5226, Internal Revenue Service, PORssociated with the proposed collectionction of information displays a valid
7604, Ben Franklin Station, Washingtonof information (see below); OMB control number.
DC 20044. Submissions may be hand de- How the quality, utility, and clarity of  Books or records relating to a collec-
livered Monday through Friday betweerthe information to be collected may be ertion of information must be retained as
the hours of 8 a.m. and 5 p.m. tohanced,; long as their contents may become mater-
CC:M&SP:RU (REG-106917-99), How the burden of complying with theial in the administration of any internal
Courier’s Desk, Internal Revenue Serproposed collections of information mayrevenue law. Generally, tax returns and
vice, 1111 Constitution Avenue, NW,be minimized, including through the ap-tax return information are confidential, as
Washington, DC. Alternatively, taxpayersplication of automated collection tech-required by 26 U.S.C. 6103.
may submit comments electronically vianiques or other forms of information tech- _
the Internet by selecting the “Tax Regshology; and Background and Explanation of
option on the IRS Home Page, or by sub- Estimates of capital or start-up cost§OVISIons
mitting comments directly to the IRS In-and costs of operation, maintenance, and overview
ternet site ahttp://www.irs.ustreas.gov/ purchase of services to provide informa-
tax_regs/regslist.html.The public hear- tion. This document contains proposed
ing will be held in the IRS Auditorium, The collection of information can beamendments to regulations under section
Internal Revenue Building, 1111 Constifound in §8§1.441-2(b)(1), 1.442-1(b)(1}441 (period for computing taxable in-
tution Avenue, NW, Washington, DC.  and (b)(4) and (d), and 1.1378-1 of theseome), and sections 442, 706, 898, and

ACTION: Notice of proposed ruIemakingSUppLEMENTARY INFORMATION:
and notice of public hearing.
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1378 (regarding the requirement to obtaifhain essentially the same, including théirst federal income tax return using that
the approval of the Commissioner tqyeneral rules for adopting a taxable yeataxable year. Accordingly, filing an appli-
adopt, change, or retain an annual aghe provisions relating to electing a 52-53eation for an employer identification
counting period). week taxable year, and the rules for PSCsumber, filing an extension, or making
However provisions that are now obsoleteestimated tax payments, indicating a par-
have been removed, and new rules and dicular taxable year do not constitute an
finitions have been added, as described adoption of that year. Consequently, Rev.
1. Background Section 441 provides more detail below. In addition, new crossRul. 57-589 (1957-2 C.B. 298), and Rev.
that taxable income must be computed oi¢ferences to section 442 and the propos&ulil. 69-563 (1969-2 C.B. 104), holding
the basis of the taxpayer's taxable yed€gulations thereunder are included téhat the filing of an extension and esti-
and generally defines the term “taxabl@uide taxpayers, where appropriate, to th@ated tax payments establishes a taxable
year.” The current temporary regulationgules and procedures for obtaining apyear, are proposed to be superseded. The
under section 441 are primarily the prodproval to adopt, change, or retain their aiRS will continue to follow the decision
uct of two separate Treasury Decisionﬂ]U&' accounting periods. in E.G. Wilson 267 F.Supp. 89 (East.
T.D. 8167, 52 FR 485241 (published with 2. General Rules and DefinitionMost ~ Dist. MO, 1967), with respect to the clas-
a cross reference to a notice of proposéf the substantive provisions insification of an amended return as a “first
rulemaking) and T.D. 8123, 52 FR 361%1.441-1T of the temporary regulationseturn.”
(1988). Prior to the issuance of T.D. 8167ave been retained, including the general 3. 52-53-week Taxable Yearkhe pro-
and T.D. 8123 (the temporary regulationsyules for the period for computing tax, nuposed regulations retain most of the rules
the regulations under section 441 conmerous definitions, and the requiremenprovided in 81.441-2T of the temporary
tained provisions relating mostly to the pethat partnerships, S corporations, electinggulations for taxpayers electing to use a
riod for computing taxable income and thé> corporations, and PSCs generally muS2-53-week taxable year or changing to
election of a 52-53-week taxable yeardemonstrate a business purpose and obr-from a 52-53-week taxable year. How-
The temporary regulations retain thestain the Commissioner’s approval toever, the procedures for certain taxpayers
provisions, but also add new provisions t@dopt or retain a taxable year other thato obtain approval (automatic or other-
implement section 806 of the Tax Reforntheir required taxable year. Howeverwise) to change to or from a 52-53-week
Act of 1986, Public Law 99-514 (10081.441-1T has been reorganized, obsoletaxable year have been removed and are
Stat. 2362), 19863 C.B. (Vol. 1) 1, 279transition rules have been removed, antow contained in administrative proce-
(the 1986 Act). Enacted with the principafome rules have been clarified. For exdures published by the Commissioner.
intent of eliminating the deferral periodample, the proposed regulations now deSee Rev. Proc. 2000-11; and Notice
between certain entities and their Owneréi,ne the term required taxable year, iden2001-35 (2001—23 |.R.B. 1314) In addi-
the 1986 Act generally required partnertify entities that have such a year (witttion, although these administrative proce-
ships, S corporations, and personal serviéPpropriate cross-references), and clarifgures continue to provide automatic ap-
corporations (PSCs) to conform their taxthe applicable exceptions. proval for a change to a 52-53-week
able years to the taxable years of their In addition, the proposed regulationsaxable year ending with reference to the
partners, shareholders, or employee-owlarify the meaning of the requirement tssame calendar month, the change will be
ers, respectively. H.R. Conf. Rep. Nokeep books for taxpayers using a fiscadffected with a Form 112&pplication to
99-841, 99 Cong., 2d Sess., 11-318,year. The temporary regulations providédopt, Change or Retain a Tax Ygar
1986-3 (Vol. 4) C.B. 319. that a fiscal year will be recognized onlyrather than with a statement, consistent
In addition to general implementationif the books of the taxpayer are kept in acwith most other changes.
provisions, the temporary regulations incordance with that fiscal year. The pro- The proposed regulations also expand
clude transition and anti-abuse provisionBosed regulations conform the book keeghe applicability of the rules for determin-
specific to taxpayers in existence at thég requirement for taxpayers using ang the inclusion of income and deduc-
time the 1986 Act became effective. Fofiscal year to that of §1.446-1(a)(4)tions from a pass-through entity where ei-
example, §1.441-3T provides rules inwhich allows for a reconciliation betweenther the entity or its owner uses a
tended to prevent taxpayers from circumthe taxpayer’s books and return. Howb2-53-week taxable year. In addition to
venting the effective date of the provi-€ver, as a term and condition of obtainingpplying to partnerships, S corporations,
sions of the 1986 Act by adopting or@pproval to adopt, change to, or retain aand PSCs (as in the temporary regula-
changing to (or from) a 52-53-week taxannual accounting period under sectiotions), the proposed regulations apply
able year during the period beginning*42, certain taxpayers nevertheless mafese inclusion rules to trusts, common
after September 29, 1986, and ending b&€ required to compute income and keefpust funds, controlled foreign corpora-
fore January 5, 1987. their books (including financial state-tions, foreign personal holding compa-
Generally, this document reproposes th@ents and reports to creditors) on theies, and passive foreign investment com-
temporary regulations under section 44Rasis of the requested annual accountirganies that are qualified electing funds.
However, this document also reorganizeﬁ,eriOd. See e.g, Rev. Proc. 2000-11 4. Transition RulesSection 1.441-3T of
clarifies, modifies, and updates the tempd2000-3 I.R.B. 309). the temporary regulations provide transition
rary regulations. Many of the provisions The proposed regulations also provideules for the 1986 Act that generally were
contained in the temporary regulations rethat a taxable year is adopted by filing theffective from September 29, 1986, through

B. Section 441: Period for computing
taxable income

2001-27 I.R.B. 5 July 2, 2001



January 5, 1987. Moreover, the rules cofiod only by obtaining the approval of theon how the rules for obtaining approval of
tained in §1.441-3T regarding 52-53-weelcommissioner. The current regulationsn adoption, change, or retention in an-
taxable years and the definition of a PSGet forth the general rules for obtaininqual accounting period could be clarified
were superseded by similar rules promukych approval, including: (1) the manneand simplified. In response, commenta-
gated under 881.441-2T and 1.441-4T, remd time for filing an application to tors urged the IRS and Treasury Depart-
spectively. Because these rules are now ofhange an annual accounting period; (2pent to expand the categories of taxpay-
solete, this section has been removed frofRe requirement that the taxpayer demorers that would be granted automatic
the proposed regulations. strate a substantial business purpose fapproval for an annual accounting period
5. Personal Service Corporation¥he the change; and (3) the need for agreend to revise the substantial business pur-
rules for PSCs contained in 81.441-4T ohent between the taxpayer and the Conpose requirement to broaden the circum-
the temporary regulations generally havgissioner to the terms, conditions, andtances in which a taxpayer will be
been retained in the proposed regulationgdjustments that are necessary to effegtanted approval to change an annual ac
However, the proposed regulations reothe change. Under the current regulasounting period.
ganize and clarify the required taxablejons, both tax and non-tax factors are The IRS and Treasury Department be-
year of a PSC and the rules for adoptingonsidered in determining whether a taxtieve that the proposed regulations, in
changing to, and retaining a year othgsayer has established a substantial busiembination with automatic and prior ap-
than the required taxable year. For exanfress purpose. proval revenue procedures, will clarify
ple, the proposed regulations make clear 2. Manner and Time for Filing The the rules governing accounting periods,
that a PSC may have a year other thanpRoposed regulations retain the general rexpand the circumstances in which tax-
required taxable year by making an eleqquirement to file a Form 1128 to requespayers will be granted approval (automat-
tion under section 444. In addition, theapproval, but extend the time for filingically and otherwise), and result in a more
provision allowing a PSC to obtain autothe Form 1128. The current regulationslear, uniform ruling practice.
matic approval to change to its requiregequire that the Form 1128 be filed on or The proposed regulations continue to
taxable year has been removed and is n@yéfore the 1% day of the second calendarprovide the general standards for obtain-
contained in Notice 2001-35 (2001-23nonth (generally 45 days) following theing approval for an adoption, change, or
I.R.B. 1314). Similarly, the rules regardclose of the short period. Under the proretention in annual accounting period:
ing establishing a business purpose argbsed regulations, the Form 1128 must Hexpayers must demonstrate the existence
obtaining approval for the use of a fiscafiled by the 14" day of the third calendar of a “business purpose” and must agree to
year have been moved to §1.442-1(b) anflonth (generally 75 days) after the closthe terms, conditions, and adjustments for
Notice 2001-34 (2001-23 I.R.B. 1302). of the taxable year in which the taxpayethe adoption, change, or retention. In
Comments were received on the noticgants the adoption, change, or retentiomodifying the “substantial business pur-
of proposed rulemaking that is cross-reftg be effective i(e., the first effective pose” requirement to “business purpose,”
erenced by the temporary regulationgear). However, taxpayers are encouthe IRS and Treasury Department intend
under 81.441-4T. Most significantly,aged to file their Forms 1128 as soon aftenerely to conform to the language of the
one commentator suggested that the teskre close of the first effective year as possusiness purpose requirement found in
ing period for determining whether a taxsible to allow the IRS adequate time tsections 441(i), 706, and 1378 and not to
payer is a PSC should be the three precegrocess the Form 1128 before the eXewer the current standard. In addition,
ing taxable years, rather than theended due date of the return for the firshe proposed regulations contain business
preceding taxable year, to prevent taxpayffective year. Because the IRS has fourplirpose guidelines generally applicable to
ers from becoming a PSC due to tempghat Forms 1128 filed before the close oéll taxpayers. For example, the proposed
rary or aberrational conditions. The prothe short period often lack complete inforregulations provide the general rule that
posed regulations retain the one-yeahation and result in processing delaysjeferral of income will not be treated as a
testing period provided in the temporarghe proposed regulation provides that theusiness purpose. They also explain that
regulations. However, the IRS and Treagorm 1128 may not be filed prior to thea taxpayer will have demonstrated a busi-
sury Department will reconsider this testciose of the first effective year. ness purpose by applying to adopt,
ing period, as well as other comments re- 3. Business Purpose, Terms, Condiehange to, or retain a year coinciding with
ceived on the temporary regulations, t@ions, and AdjustmentsTaxpayers have its required taxable year, ownership tax-
the extent similar comments are receivegxpressed concern with the substantiable year, or natural business year.
on these proposed regulations now th@usiness purpose requirement set forth in The prior approval revenue procedure
taxpayers have significantly more experithe current regulations. In particular, taxis intended to provide more detailed guid-
ence with the provisions in the temporarypayers have complained that the Commisince about how a taxpayer’s business pur-
regulations. sioner’s interpretation of a substantiapose will be evaluated, and the terms,
business purpose as demonstrated in thenditions, and adjustments that will
IRS’s ruling practice has been unclear, inapply to an adoption, change, or retention
consistent, and overly restrictive. of annual accounting period. Notice
1. Background Under section 442 and As a result, the IRS and Treasury De2001-34, issued concurrently with these
the current regulations, a taxpayer genepartment published Notice 99-19roposed regulations, proposes a revenue
ally can change its annual accounting pd1999-1 C.B. 919) soliciting commentsprocedure that, when finalized, will pro-

C. Section 442: Changes of annual
accounting period
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vide the rules and procedures applicablend an S corporation election is allowedions, which are now obsolete:
to taxpayers who must apply to the nafor the tax year following the short pe-§85c.442-1, 5f.442-1, 1.442-2T, and
tional office to obtain the Commissioner’sriod. Consequently, the proposed regulak.442-3T.
prior approval for an adoption, change, otions remove the automatic approval pro- )
retention. Under the proposed revenueision contained in the currentD: Sections 706: Taxable Years of
procedure, the IRS in its ruling practiceegulations. Partners and Partnerships
would no longer weigh the merit of the Further, the proposed regulations pro; partnership taxable year.
taxpayer’s stated business purpose againgtle that the procedures to obtain auto-
the amount of distortion of income ormatic approval of the Commissioner for The current regulations under §1.706-1
other tax consequences resulting from aan adoption, change, or retention of arPave not been updated to reflect changes
adoption, change, or retention. Taxpayersual accounting period generally are conmade to section 706(b) by the 1986 Act.
wanting to adopt, change to, or retain &ined in administrative procedures. Thdhese proposed regulations modify the
natural business year generally would bERS and Treasury Department believe th&urrent regulations to reflect the required
granted approval (provided they agree tthis structure will allow for the issuancetaxable year of a partnership consistent
general terms and conditions) under thef more detailed and useful guidancewith the 1986 Act and 81.706-1T (regard-
proposed revenue procedure as under tBee,for example, Rev. Proc. 2000-11ing the taxable year that results in the least
current IRS ruling practice. Also consis{2000-3 I.R.B. 309), which provides pro-aggregate deferral of income). The pro-
tent with the current IRS ruling practice.cedures for automatic approval for corpoposed regulations also remove the proce-
establishing a natural business year geneations; Notice 200135, proposing to updural aspects of establishing a business
ally will be the only circumstance underdate and supersede Rev. Proc. 87—3irpose and requesting approval of the
which a partnership, S corporation, electt1987—2 C.B. 396), which provides pro-Commissioner to adopt or change a taxable
ing S corporation, or PSC will be grantedtedures for automatic approval for partyear and instead refer to the procedures in
approval. However, the IRS ruling pracnerships, S corporations, electing S co81.442-1 (including the administrative
tice for other taxpayers generally will beporations, and PSCs; and Rev. Pro@rocedures prescribed thereunder).
liberalized. These other taxpayers that d86—50 (1966—2 C.B. 1260), which pro- These regulations also propose to re-
not establish a natural business year gewmides automatic approval provisions foimove 81.706-1T. This removal is not in-
erally would be granted approval undeindividuals. As part of the finalization of tended to effect a substantive change be-
the proposed revenue procedure if thethese proposed regulations and the préause the provisions of §1.706-1T
agree to certain additional terms, condiposed revenue procedures contained generally are adopted by the proposed reg-
tions, and adjustments designed to nelNotices 2001-34 and 2001-35, the IRSlations. The IRS and Treasury recently
tralize the tax effects of substantial distorand Treasury Department intend to updaxpressed a commitment to the finalization
tion of income resulting from the changethe procedures in Rev. Proc. 2000-11 tof §1.706-1T, as well as other previously
Under the IRS’s current ruling practicemake conforming changes. For exampl@roposed regulations under section 706,
these other taxpayers generally woul®ev. Proc. 2000-11 may be modified td-R—-183-84 (1985-1 C.B. 653 [49 FR
have been denied approval to change the&duce the time period between automati#/048]) and LR-53-88 (1988-1 C.B. 935
annual accounting period if the changehanges from six to four years (as prof®3 FR 19715]). See 66 FR 3920, 3922.
would have resulted in more thde min- posed in Notice 2001-34) and to providélowever, it is believed that adopting the
imis distortion of income. audit protection for taxpayers making vol-substantive provisions of §1.706-1T in the

4. Automatic Approval Under the cur- untary period changes (as proposed igurrent proposed regulations will promote
rent regulations, automatic approval idoth notices). clarity and efficiency.
grant.ed toa C corporation tha.t.satisfie.s 5. Obsolete ProvisionsThe r.ules reIaF- 2 Inclusion rule for distributions, sales,
certain conditions through the filing of aing to partners and partnerships contained

. A, . : i and exchanges.

statement with the District Director.in the current regulations are proposed to
Among the requirements for automatide removed because they have been su-Section 1.706-1(a)(2) of the current
approval are that the taxpayer not haveerseded by the 1986 Act. Updated ruleggulations provides that any gain or loss
changed its annual accounting period dor partners and partnerships are providefdlom a partnership distribution or from a
any time within the preceding ten calenin new proposed regulations undesale or exchange of all or part of a part-
dar years, and that a C corporation nd@1.706—-1 contained in this notice of pronership interest is includible in the part-
elect S corporation status for the taxablposed rulemaking. ner’'s gross income for the taxable year in
year immediately following the short pe- Similarly, the rules relating to certainwhich the payment is made. Gain or loss
riod. The rules for C corporations conforeign corporations contained in the curfrom a distribution or a sale or exchange
tained in the current regulations are inrent regulations are proposed to be resf a partnership interest generally is in-
consistent with, and generally moremoved because they have been supersedgdddible in gross income in the taxable
restrictive than, the automatic approvaby section 898. Updated rules for thesgear in which payment is made, but not
procedures in Rev. Proc. 2000-11. Fdoreign corporations are contained in proalways. For example, a partner who sells
example, under Rev. Proc. 2000-11, sigosed regulations under section 898. his partnership interest in exchange for an
years (rather than ten) is the required pe- Finally, the proposed regulations wouldnstallment note may be able to defer in-
riod of time between automatic changesemove the following transitional provi- clusion of the gain from that sale under
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the installment method of accountingthe partner’s capital account to all partR€v- Rul. 69-563 is obsolete. _
Because the IRS and Treasury Deparkers’ capital accounts. The IRS and Tred3€V- Rul- 74-326 (1974-2 C.B. 142) is
ment believe that other provisions of thgury Department are aware that thiQbsolete. _
Code and regulations provide adequat@ethod will not always be as precise as aacV- Rul- 78-179 (1978-1 C.B. 132) is
guidance on the time for including gain o&ctual valuation, but believe that any imoPSolete.

loss from a partnership distribution orprecision is outweighed by the strong NS pecial Analyses

from a sale or exchange of a partnershigrest that partnerships have in being able

interest, the inclusion rule into easily determine their taxable year. It has been determined that this notice
§1.706-1(a)(2) is proposed to be re- This definition of a partner’s interest inof proposed rulemaking is not a signifi-
moved. partnership profits and capital was deeant regulatory action as defined in Exec-

signed to be compatible with the provi-utive Order 12866. Therefore, a regula-
sions of, and policies underlying, sectioiory assessment is not required. It also
706(b). Many other sections of the Codbas been determined that section 553(b)
To apply any of the three required taxalso contain references to a partner’s iref the Administrative Procedure Act (5
able year tests, a partnership must detdfrest in partnership profits or capital. AdJ.S.C. chapter 5) does not apply to these
mine the partners’ interests in partnershil0se sections address concerns that differgulations. It is hereby certified that the
profits and capital. The proposed regulssubstantially from the concerns addressembllection of information in these regula-
tions elaborate on the meaning of a parfy section 706(b), this proposed regulations will not have a significant economic
ner’s interest in partnership profits andion should not be read to create any imimpact on a substantial number of small
capital for purposes of these tests. Withlication as to the meaning of a partner’sntities. This certification is based upon
respect to profits interests, the regulationi§terest in partnership profits and capitathe fact that few small entities are ex-

3. Determination of interest in profits and
capital.

clarify that a partner’s profits interest isfor purposes of those sections. pected to adopt a 52-53-week taxable
the partner’s share of the taxable income, ¢ . 1420 < o i year, triggering the collection of informa-
- oection - > Lorporations tion, and that for those who do, the burden

rather than the book income, of the part-
nership. The regulations also clarify that The current regulations undefMPOsed under §1.441-2(b)(1)(ii) will be

the partners’ profits interests are deterg18.1378-1 describe the permitted yedPinimal. Therefore, a Regulatory Flexi-
mined on an annual basis based on thg an S corporation and provide procePility Analysis under the Regulatory Flex-

manner in which the partnership expectgural rules for an S corporation or electlPility Act (5 U.S.C. chapter 6) is not re-

to allocate its income for the year. If thang S corporation to obtain approval tditired. Pursuant to section 7805(f) of the
partnership does not expect to have imkdopt, change, or retain its taxable yeal?témal Revenue Code, this notice of pro-
come in the current year, then the partneFowever, the automatic change provisiof0S€d rulemaking will be submitted to the
ship determines the partner's profits intercontained in these regulations is more rézhief Counsel for Advocacy of the Small
ests based on the manner in which Etrictive than the automatic change pro2USiness Administration for comment on
expects to allocate its income in the firsposed in Notice 2001—35. For this reasoftS impact on small business.

taxable year in which the partnership ®Xand to be consistent with the policy decicomments and Public Hearing
pects to have income. sion to provide the procedural aspects of
Generally, a partner’s interest in partadopting, retaining, or changing a taxable Before these proposed regulations are
nership capital is determined through refyear under §1.442-1 (including the adadopted as final regulations, considera-
erence to the assets of the partnership thatnistrative procedures prescribed thereion will be given to any written com-
the partner would be entitled to uporynder), these regulations propose to moarents (a signed original and eight (8)
withdrawal from the partnership or uporify §18.1378-1 to remove thesecopies) and electronic comments that are
the liquidation of the partnershipSee, procedural rules and instead refer tsubmitted timely to the IRS. The IRS and

e.g, §1.704-1(e)(v), Rev. Proc. 93-271 442-1. Treasury Department specifically request
(1993 C.B. 343). As a practical matter, ) comments on the clarity of the proposed
such a determination will require a valuaF. Proposed Effective Date rules and how they can be made easier to

tion of the partnership’s assets. Because These regulations are proposed to ganderstand. All comments will be avail-
the determination under section 706 mu%t plicable for taxable years ending on ofble for public inspection and copying.

be made on an annual basis, the burd%ﬁer the date these regulations are pub-A public hearing has been scheduled
associated with actual valuations maYis for October 2, 2001, at 10 a.m., in the IRS

e : . hed in theFederal Registeras final
make it difficult for partnerships to iden- 9 Auditorium, Internal Revenue Building,

regulations.

tify their taxable years quickly and easily. 1111 Constitution Avenue, NW, Washing-
Therefore, for partnerships that maintaifeffect on Other Documents ton, DC. Due to building security proce-
capital accounts in accordance with . dures, visitors must enter at the 10th
§1.704-1(b)(2)(iv), these proposed reguRev. Rul. 57-589 is obsolete. _ Street entrance, located between Consti-
lations provide that in making this deterRev. Rul. 65-316 (1965-2 C.B. 149) is (,1ion and Pennsylvania Avenues, NW. In
mination, it will be reasonable for theobsolete. addition, all visitors must present photo
partnership to assume that a partner’s ifRev. Rul. 68-125 (1968-1 C.B. 189) is jqentification to enter the building. Be-
terest in partnership capital is the ratio gpbsolete. cause of access restrictions, visitors will
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not be admitted beyond the immediate ercated to each person for making comProposed Amendments to the
trance area more than 15 minutes beforaents. Regulations
the hearing starts. For information about An agenda showing the scheduling of )
having your name placed on the buildinghe speakers will be prepared after the Accordingly, 26 CFR parts 1, Sc, Sf,
access list to attend the hearing, see tideadline for receiving outlines hast8 and 301 are proposed to be amended
“FOR FURTHER INFORMATION passed. Copies of the agenda will b@S follows:
CONTACT” section of this preamble. available free of charge at the hearing. paRT 1—INCOME TAXES

The rules of 26 CFR 601.601(a)(3) . .
apply to the hearing. Dratting Information Paragraph 1. The authority citation for

Persons who wish to present oral com- The principal authors of these regulapart 1 continues to read in part as follows:
ments at the hearing must submit timelyions are Roy A. Hirschhorn and Martin Authority: 26 U.S.C. 7805 * * *
written or electronic comments and musgcully, Jr. of the Office of Associate Chief Par. 2. In the list below, for each sec-
submit an outline of the topics to be discounsel (Income Tax and Accounting)tion indicated in the left column, remove
cussed and the time to be devoted to eagfbwever, other personnel from the IRghe old language in the middle column
topic (preferably a signed original andand Treasury Department participated ignhd add the new language in the right col-
eight (8) copies) by September 11, 2001 thejr development. umn.

A period of 10 minutes will be allo-

Affected Section Remove Add
1.46-1(p)(2)(iv) paragraph (b)(1) of §1.441-2 §1.441-2
1.48-3(d)(1)(iii) paragraph (b)(1) of §1.441-2 §1.441-2
1.280H-1T(a), last sentence §1.441-4T(d) §1.441-3(c)
1.443-1(b)(1)(ii) and paragraph (c)(5) of §1.441-2 and 81.441-2(b)(2)(ii)
1.444-1T(a)(1), first sentence §1.441-4T(d) §1.441-3(c)
1.444-2T(a), last sentence §1.441-4T(d) §1.441-3(c)
1.448-1(h)(2)(ii)(B)L) 81.441-2T(b)(1) 81.441-2(c)
1.469-1(h)(4)(ii)(D) 81.441-4T(f) §1.441-3(e)
1.469-1T(g)(2)(i) §1.441-4T(d) §1.441-3(c)
1.1561-1(c)(2) See paragraph (b)(1) of §1.441-2 See §1.441-2
1.6654-2(a), concluding text paragraph (b) of §1.441-2 §1.441-2(c)
1.6655-2(a)(4), first sentence paragraph (b) of §1.441-2 §1.441-2(c)
301.7701(b)-6(a), third sentence §1.441-1(e) §1.441-1(b)

Par. 3. Sections 1.441-0, 1.441-1(ji) Exceptions.
1.441-2, 1.441-3, and 1.441-4 are add€d) 52-53-week taxable years.
(B) Partnerships, S corporations, andf)

to read as follows:

§1.441-0 Table of contents.

This section lists the captions containe&s)
in §81.441-1 through 1.441—4 as foIIowsEg;

PSCs.

(C) Specified foreign corporations.

Annual accounting period.
Calendar year.

(d)
(€)

Retention of taxable year.

Change of taxable year.

Obtaining approval of the Comm-
issioner or making a section 444
election.

§1.441-2 Election of taxable year
consisting of 52-53 weeks.

Fiscal year.
81.441-1 Period for computation of (i) Definition. (& Ingeneral.
taxable income. (i) Recognition. (1) Election.
_ ] (6) Grandfathered fiscal year. (2) Eligible taxpayer
(a) Computation of taxable income.  (7) Bgoks. (3) Example.

(1) In general.
(2) Length of taxable year.
(b) General rules and definitions.

(c) Adoption of taxable year.
(1) In general.
(2) Approval required.

(b)
1)

Procedures to elect a 52-53-week
taxable year.
Adoption of a 52-53-week taxable

(1) Taxable year. (i) Taxpayers with required taxable year.
(2) Required taxable year. years. (i) In general.
(i) In general. (i) Taxpayers without books. (i) Filing requirement.
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(2)

(i)
(ii)

(3)
(c)
(1)
(2)
(3)
(4)
(d)
()

(1)
(2)

(3)
(i)

(ii)
(4)
()

81.441-3 Taxable year of a personal

Change to (or from) a 52-53-weekii) Employees involved only in activi- (ii) Except as provided in paragraph

taxable year. ties that are not treated as the perfo(b)(1)(i) of this section, the taxpayer’s re-
In general. mance of personal services. quired taxable year (as defined in para-
Special rules for short period(iii) Other employees. graph (b)(2) of this section), if applicable;
required to effect the change. (A) Compensation cost attributable to (iii) Except as provided in paragraphs
Examples. personal service activity. (b)(1)(i) and (ii) of this section, the tax-
Application of effective dates. (B) Compensation cost not attributablgpayer’s annual accounting period (as de-
In general. to personal service activity. fined in paragraph (b)(3) of this sec-
Examples. () Services substantially performed bytion), if it is a calendar year or a fiscal
Changes in tax rates. employee-owners. year; or

Examples. (1) General rule. (iv) Except as provided in paragraphs
Computation of taxable income.  (2) Compensation cost attributable tqb)(1)(i) and (i) of this section, the calen-
Treatment of taxable years ending personal services. dar year, if the taxpayer keeps no books,
with reference to the same calendai3) Examples. does not have an annual accounting pe-
month. (g) Employee-owner defined. riod, or has an annual accounting period
Pass-through entities. (1) General rule. that does not qualify as a fiscal year.
Personal service corporations an¢R) Special rule for independent contrac- (2) Required taxable year(i) In gen-
employee-owners. tors who are owners. eral. Certain taxpayers must use the par-
Definitions. (h) Special rules for affiliated groups fil- ticular taxable year that is required under
Pass-through entity. ing consolidated returns. the Internal Revenue Code and the regula-
Owner of a pass-through entity. (1) In general. tions thereunder (the required taxable
Examples. (2) Examples. year). For example, the required taxable
Transition rule. year is—

§1.441-4 Effective date. (A) In the case of a foreign sales corpo-

ration or domestic international sales cor-

service corporation. §1.441-1 Period for computation of . .
taxable income. poration, the taxable year determined
(a) Taxable year. under section 441(h) and §1.921-1T
(1) Required taxable year. (a) Computation of taxable income (a)(11), (b)(4), and (b)(6);
(2) Exceptions. (1) In general Taxable income must be (B) In the case of a personal service
(b) Adoption, change, or retention ofcomputed and a return must be made forarporation (PSC), the taxable year deter-
taxable year. period known as the “taxable year.” Fomined under section 441(i) and §1.441-3;
(1) Adoption of taxable year. rules relating to methods of accounting, (C) In the case of a nuclear decommis-
(2) Change in taxable year. the taxable year for which items of grossioning fund, the taxable year determined
(3) Retention of taxable year. income are included and deductions arender 81.468A—4(c)(1);
(4) Procedures for obtaining approval otaken, inventories, and adjustments, see (D) In the case of a designated settle-
making a section 444 election. parts 1l and lll (section 446 and follow-ment fund or a qualified settlement fund,
(5) Examples. ing), subchapter E, chapter 1 of the Intethe taxable year determined under
(c) Personal service corporation denal Revenue Code, and the regulationsl.468B-2(j);
fined. thereunder. (E) In the case of a common trust fund,
(1) In general. (2) Length of taxable year Except as the taxable year determined under section
(2) Testing period. otherwise provided in the Internal Rev584(i);
(i) In general. enue Code and the regulations thereunder(F) In the case of certain trusts, the tax-
(i) New corporations. (e.g, 81.441-2 regarding 52-53-weelable year determined under section 644;
(3) Examples. taxable years), a taxable year may not (G) In the case of a partnership, the tax-
(d) Performance of personal services. cover a period of more than 12 calendaable year determined under section 706
(1) Activities described in sectionmonths. and §1.706-1;
448(d)(2)(A). (b) General rules and definitionsThe (H) In the case of an insurance com-
(2) Activities not described in sectiongeneral rules and definitions in this parapany, the taxable year determined under
448(d)(2)(A). graph (b) apply for purposes of sectionsection 843 and §1.1502—-76(a)(2);
(e) Principal activity. 441 and 442 and the regulations thereun- (I) In the case of a real estate invest-
(1) General rule. der. ment trust, the taxable year determined
(2) Compensation cost. (1) Taxable year Taxable year under section 859;
(i) Amounts included. means— (J) In the case of a real estate mortgage
(i) Amounts excluded. (i) The period for which a return isinvestment conduit, the taxable year de-
(3) Attribution of compensation cost tomade, if a return is made for a period ofermined under section 860D(a)(5) and
personal service activity. less than 12 months (short period). Se§l1.860D—-1(b)(6);
(i) Employees involved only in the per-section 443 and the regulations thereun- (K) In the case of a specified foreign
formance of personal services. der; corporation, the taxable year determined
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under section 898(c) and §81.898-1 (A) A period of 12 consecutive monthselected under section 444, must establish
through 1.898—4; ending on the last day of any month otheat business purpose and obtain the ap-

(L) In the case of an S corporation, the¢han December; or proval of the Commissioner under section
taxable year determined under section (B) A 52-53-week taxable year, if such442.

1378 and §1.1378-1; or period has been elected by the taxpayer. (ii) Taxpayers without booksA tax-

(M) In the case of a member of an affil-See §1.441-2. payer that must use a calendar year under
iated group that makes a consolidated re- (i) Recognition A fiscal year will be section 441(g) and paragraph (f) of this
turn, the taxable year determined undeecognized only if the books of the taxsection may not adopt a fiscal year with-
§1.1502-76. payer are kept in accordance with suchut obtaining the approval of the Com-

(i) Exceptions Notwithstanding para- fiscal year. missioner.
graph (b)(2)(i) of this section, the follow- (6) Grandfathered fiscal year. Grand- (d) Retention of taxable yearin cer-
ing taxpayers may have a taxable yedathered fiscal yeameans a fiscal year tain cases, a partnership, S corporation, or
other than their required taxable year: (other than a year that resulted in a thrd@SC will be required to change its taxable

(A) 52-53-week taxable yearsCertain month or less deferral of income) that gear unless it obtains the approval of the
taxpayers may elect to use a 52-53-wegdartnership or an S corporation receive@ommissioner under section 442, or
taxable year that ends with reference tpermission to use on or after July 1, 1974nakes an election under section 444, to
their required taxable yeagee, dr exam- by a letter ruling i(e., not by automatic retain its current taxable year. For exam-
ple, 881.441-3 (PSCs), 1.706-1 (partneapproval). ple, a corporation using a June 30 fiscal
ships), 1.1378-1 (S corporations), and (7) Books. Booksnclude the tax- year that either becomes a PSC or elects
1.1502-76(a)(1) (members of a consolipayer’s regular books of account ando be an S corporation and, as a result, is
dated group), and 1.898-4(c)(3) (specisuch other records and data as may lequired to use the calendar year under
fied foreign corporations). necessary to support the entries on thsections 441(i) or 1378, respectively,

(B) Partnerships, S corporations, andtaxpayer’s books and on the taxpayer’'must obtain the approval of the Commis-
PSCs A partnership, S corporation, orreturn, as for example, a reconciliatiorsioner to retain its current fiscal year.
PSC may use a taxable year other than it any difference between such bookSimilarly, a partnership using a taxable
required taxable year if the taxpayeand the taxpayer’s return. Records thatear that corresponds to its required tax-
elects a 52-53-week taxable year that endse sufficient to reflect income ade-able year must obtain the approval of the
with reference to its required taxable yeaguately and clearly on the basis of an arGommissioner to retain such taxable year
as provided in paragraph (b)(2)(ii)(A) ofnual accounting period will be regardedf its required taxable year changes as a
this section, elects to use a taxable yeas the keeping of books. See sectiomsult of a change in ownership. How-
other than its required taxable year undéd001 and the regulations thereunder fagver, a partnership that previously estab-
section 444, or establishes a business puittles relating to the keeping of bookdished a business purpose to the satisfac-

pose to the satisfaction of the Commisand records. tion of the Commissioner to use a taxable
sioner under section 442 (such as a grand-(c) Adoption of taxable year(1) In year is not required to obtain the approval
fathered fiscal year). general Except as provided in paragraplof the Commissioner if its required tax-

(C) Specified foreign corporation®\ (c)(2) of this section, a new taxpayer magble year changes as a result of a change
specified foreign corporation (as definedidopt any taxable year that satisfies thie ownership.
in section 898(b)) may use a taxable yeaequirements of section 441 and the regu- (e) Change of taxable yearOnce a
other than its required taxable year if itations thereunder without the approval ofaxpayer has adopted a taxable year, such
elects a 52-53-week taxable year that endlse Commissioner. A taxable year of daxable year must be used in computing
with reference to its required taxable yeanew taxpayer is adopted by filing its firsttaxable income and making returns for all
as provided in paragraph (b)(2)(ii)(A) offederal income tax return using that taxsubsequent years unless the taxpayer ob-
this section or makes a one-month deferble year. The filing of an application fortains approval from the Commissioner to
ral election under section 898(c)(1)(B)automatic extension of time to file a fedmake a change or the taxpayer is other-
and 8§1.898-3(a)(2). eral income tax returre(g, Form 7004), wise authorized to change without the ap-

(3) Annual accounting period. Annualthe filing of an application for an em-proval of the Commissioner under the In-
accounting periodneans the annual pe-ployer identification numbe(i.e., Form ternal Revenue Code.g, section 444 or
riod (calendar year or fiscal year) on th&S-4), or the payment of estimated taxesection 859) or the regulations thereunder.
basis of which the taxpayer regularlyfor a particular taxable year do not consti- (f) Obtaining approval of the Commis-
computes its income in keeping its bookstute an adoption of that taxable year. sioner or making a section 444 election

(4) Calendar year. Calendar year (2) Approval required—(i) Taxpayers See 81.442-1(b) for procedures for ob-
means a period of 12 consecutive monthgith required taxable years A newly- taining approval of the Commissioner
ending on December 31. Ataxpayer whéormed partnership, electing S corporafautomatically or otherwise) to adopt,
has not established a fiscal year mugion, or newly-formed PSC that wants tachange, or retain an annual accounting
make its return on the basis of a calendadopt a taxable year other than its reperiod. See 881.444-1T and 1.444-2T

year. quired taxable year, a 52-53-week taxabl®r qualifications, and 1.444-3T for pro-
(5) Fiscal year—(i) Definition. Fiscal year that ends with reference to its reeedures, for making an election under
yearmeans— quired taxable year, or a taxable yeasection 444,
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81.441-2 Election of taxable year may adopt a 52-53-week taxable year gix days or less, the tax computation
consisting of 52-53 weeks. such year ends with reference to the taxmnder §1.443-1(b) does not apply. If the
_ ~ payer’s required taxable year, or, if theshort period is 359 days or more, it is

(a) In generai—(1) Election An eligi- one-month deferral election under sectiotreated as a full taxable year. If the short
ble taxpayer may elect to compute its taxggg(c)(1)(B) is made, with reference taperiod is six days or less, such short pe-
able income on the basis of a fiscal yeahe month immediately preceding the reriod is not a separate taxable year but in-

that— quired taxable year. See §1.898-4(c)(3¥tead is added to and deemed a part of the
(i) Varies from 52 to 53 weeks; Seealso §1.1502—76(a)(1) for speciafollowing taxable year. (In the case of a
(i) Ends always on the same day of theules regarding subsidiaries adopting 5Zhange to or from a 52-53-week taxable

week; and 53-week taxable years. year not involving a change of the month
(iif) Ends always on— (ii) Filing requirement A taxpayer With reference to which the taxable year

(A) Whatever date this same day of thadopting a 52-53-week taxable year mu&nds, the tax computation under
week last occurs in a calendar month; orfile with its federal income tax return for81.443—-1(b) does not apply because the
(B) Whatever date this same day of this first taxable year a statement contairshort period will always be 359 days or
week falls that is the nearest to the lashg the following information— more, or six days or less.) In the case of a
day of the calendar month. (A) The calendar month with referenceshort period which is more than six days

(2) Eligible taxpayer Ataxpayer is eli- to which the new 52-53-week taxablend less than 359 days, taxable income
gible to elect a 52-53-week taxable year §ear ends; for the short period is placed on an annual
such fiscal year would otherwise satisfy (B) The day of the week on which theP@Sis for purposes of §1.443-1(b) by mul-
the requirements of section 441 and thg>.53-week taxable year always will endiPYing such income by 365 and dividing
regulations thereunder. For example, and the result by the number of days in the
taxpayer that is required to use a calendar cy whether the 52-53-week taxaplShOrt period. In such case, the tax for the
year under 81.441-1(b)(1)(D) is not an elyear will always end on the date on whiciy 0"t period is the same part of the tax

igible taxpayer. that day of the week last occurs in the caf:0mputed on such income placed on an

(3) Example The provisions of this endar month, or on the date on which thz?tﬂnufll bas_isda§ thef n;énsbedr of dz(iys Iin the
aragraph (a) are illustrated by the fol ; short period 1s o ays (uniess
paragraph (a) y day of the week falls that is nearest to th§1.443—1(b)(2), relating to the alternative

lowing example: last day of that calendar month. ) . ;
Example If the taxpayer elects a taxable year tax computation, applies). For an adjust-

ending always on the last Saturday in November, (2) Change .to (or from) a 52'53'\,’Veekment in deduction for personal exemp-
then for the year 2001, the taxable year would entfxable yea(i) In general An election tion, see§1.443-1(b)(1)(v).

on November 24, 2001. On the other hand, if th@f a 52-53-week taxable year by an exist- (3) Examples The following examples
taxpayer had elected a taxable year ending alwayg eligible taxpayer with an eStab”Sheqllustrate paragraph (b)(2)(ii) of this sec-

on the Saturday nearest to the end of Novembe[r‘.axame year is treated as a change in
then for the year 2001, the taxable year would enH 1on

on December 1, 2001. Thus, in the case of a taxableuaI accounting penOd, th,at requires the Example 1A taxpayer having a fiscal year end-

year described in paragraph (a)(1)(iii)(A) of this sec@PProval of the Commissioner in accoring April 30, obtains approval to change to a 52-53-
tion, the year will always end within the month anddance with §1.442-1. Thus, a taxpayereek taxable year ending the last Saturday in April
may end on the last day of the month, or as many gaust obtain approval to change from itér taxable years beginning after April 30, 2001.

six days before the‘ end pf the month. In the‘c_:‘ase °fc'hrrent taxable year to a 52-53-week ta)él:hls change involves a'short perloFi of 362 days,
taxable year described in paragraph (a)(1)(iii)(B) oéble year. Similarly, a taxpayer must Ob_"0m May 1, 2001, to April 27, 2002, inclusive. Be-

this section, the year may end on the last day of the ", ’ Cause the change results in a short period of 359
month, or as many as three days before or three dai!n approval to change from a 52-53days or more, it is not placed on an annual basis and
after the last day of the month. week taxable year, or to change from onie treated as a full taxable year.

(b) Procedures to elect a 52-53-weelo2-53-week taxable year to another 52- Efamp'e ZASSh“mehthe same Coﬂd'“onsf‘
avable year-(1) Adopion of 2 52.53. S3-eek taxable year. However, il €77 1755 et e o s o o
week taxable year(i) In general Anew change to a 52-53-week taxable year endg;, year ending on the Thursday nearest to April
eligible taxpayer elects a 52-53-week taxwith reference to the same calendago. This change results in a short period of two
able year by adopting such year in accomonth as the existing taxable year, or if a_aysj May 1 to May 2, 2002. Because the short pe-
dance with §1.441-1(c). A newly-formedchange from a 52-53-week taxable yediod is 'ejSTtE."‘” e (.’aé’? ta(‘;; o not Sg%arate'ﬁ
partnership, electing S corporation, oends with reference to the same calend&grr':p:fteth'e fo'lfomf:;pgg'?s?,'_swieft;g:t;e yeee;:,e
newly-formed personal service corporamonth as the proposed taxable year, ﬂiﬁ]ich would otherwise begin on May 3, 2002, and
tion (PSC) may adopt a 52-53-week taxtaxpayer may obtain approval for thend on May 1, 2003.
able year without the approval of thechange automatically pursuant to admin- (c) Application of effective dates(1)
Commissioner if such year ends with refistrative procedures published by then general Except as provided in para-
erence to either the taxpayer’s require@ommissioner. See §1.442-1(b) for prograph (c)(3) of this section, for purposes
taxable vyear (as defined incedures for obtaining such approval.  of determining the effective date.g, of
81.441-1(b)(2)) or the taxable year (ii) Special rules for the short periodlegislative or regulatory changes) or the
elected under section 444. See required to effect the changl a change applicability of any provision of this title
§81.706-1, 1.1378-1 and 1.441-3. Simto or from a 52-53-week taxable year rethat is expressed in terms of taxable years
larly, a newly-formed specified foreignsults in a short period (within the meanindpeginning, including, or ending with ref-

corporation (as defined in section 898(b)pf 8§1.443-1(a)) of 359 days or more, oerence to the first or last day of a specified
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calendar month, a 52-53-week taxabldod before the change, and in the periothken into account by the owner of the
year is deemed to begin on the first day ain and after the change, is to be madgass-through, the owner’s taxable year
the calendar month nearest to the first dayithout regard to the provisions of parawill be deemed to end on the last day of
of the 52-53-week taxable year, and igraph (b)(1) of this paragraph. the pass-through’s taxable year. Thus, if
deemed to end or close on the last day of (4) Examples The provisions of para- the taxable year of a partnership and a
the calendar month nearest to the last da@yaph (c)(3) of this section may be illuspartner end with reference to the same
of the 52-53-week taxable year, as thttated by the following examples: calendar month, then for purposes of de-
case may be. Examples of provisions of Example 1 Assume a change in the rate of tax ifermining the taxable year in which that
this title, the applicability of which is ex- &ffective for taxable years beginning after June 3y, 1nar takes into account items described
. . 002. For a 52-53-week taxable year beginning o . .
pressed in terms referred to m_the Precedriqay, November 2, 2001, the tax must be comi! sgctlon 702 and |tems_ th?_:lt are_de-
ing sentence, include the provisions relatuted on the basis of the old rates for the actugluctible by the partnership (including
ing to the time for filing returns and othemumber of days from November 2, 2001, to June 3@tems described in section 707(c)) and in-
documents, paying tax, or performingt002, inclusive, and on the basis of the new rates feqdible in the income of that partner, that
other acts, and the provisions of part Il.t,pe actual number of days from July 1, 2002, ty5rtner's taxable year will be deemed to
. hursday, October 31, 2002, inclusive. .
subch_apter B, ghapter 6 (section 1551 and Example 2Assume a change in the rate of tax iend on the IasF d_ay of_ the partnership’s
following) relating to surtax exemptionseffective for taxable years beginning after June 3¢axable year. Similarly, if the taxable year
of certain controlled corporations. 2001. For this purpose, a 52-53-week taxable yeaf an S corporation and a shareholder end
(2) Examples The provisions of para- beginning on any of the days from June 25 to July 4yjth reference to the same calendar
graph (c)(1) of this section may be illusinclusive. is treated as beginning on July 1. Thergs, 5y - then for purposes of determining
. fore, no computation under section 15 will be re- . .
trated by the following e>_<amp|es: _ quired for such year because of the change in rate tN€ ta>_<ab|e year in WhICh that s_hare_holder
Example 1Assume that an income tax provision (d) Computation of taxable income takes into account items described in sec-

is applicable to taxable years beginning on or after T . . ; i i
January 1, 2001. For that purpose, a 52-53-week tat1€ Principles of section 451, relating tgion 1366(a) and items that are deductible

able year beginning on any day within the periodhe taxable year for inclusion of items 0\_by the S corporation and includible in the
December 26, 2000, to January 4, 2001, inclusive, gross income, and section 461, relating t§c0me of that shareholder, that share-
treated as beginning on January 1, 2001. the taxable year for taking deductionsholder’s taxable year will be deemed to

Example 2Assume that an income tax provision : £a. nd on the last day of the S corporation’s
requires that a return must be filed on or before thgenerally are applicable to 52-53 We"?‘f xable year
15th day of the third month following the close oft@Xable years. Thus, except as otherwi e '

the taxable year. For that purpose, a 52-53-week taprovided, all items of income and deduc- (2) Personal service corporations and
able year ending on any day during the period Magion must be determined on the basis of @MpPloyee-ownersif the taxable year of a
25 to June 3, inclusive, is treated as ending on Magp_53.\week taxable year. However £SC (within the meaning of §1.441-3(c))

31, the last day of the month ending nearest to ”}%\xpayer may determine particular itemé‘nd an employee-owner (within the

last day of the taxable year, and the return, therefore;, : .
must be made on or before August 15. as though the 52-53-week taxable yedpeaning of §1.441-3(g)) end with refer-

Example 3X, a corporation created on Januarwere a taxable year consisting of 12 cafnce to the same Ca_-le_ndar month, then for
1, 2001, elects a 52-53-week taxable year ending @ndar months, provided that practice iBUrPOSes of determining the taxable year
the Friday nearest the end of December. Thus, Xgonsistently followed by the taxpayer andn which an employee-owner takes into
first taxable year begins on Monday, January 1 learly reflects income. For example, a@ccount items that are deductible by the

2001, and ends on Friday, December 28, 2001; it T ] . . . .
next taxable year begins on Saturday, December 28/l0wance for depreciation or amortizaPSC and includible in the income of the

2001, and ends on Friday, January 3, 2003; and N may be determined on the basis of gmployee—own_er, the employee-owner’s
next taxable year begins on Saturday, January 82-53-week taxable year, or as though tHéxable year will be deemed to end on the
2003, and ends on Friday, January 2, 2004. For pusp_53.\veek taxable year is a taxable yedast day of the PSC’s taxable year.

o . chater 6 of the Imtermal Revenue Gode, xgONSisting of 12 calendar months, pro- (3) Definitions—(i) Pass.through en-
first taxable year is deemed to end on December 3yided the taxpayer consistently followdlity. For purposes of this section, a pass-

2001; its next taxable year is deemed to begin oiat practice with respect to all depreciathrough entity means a partnership, S cor-
January 1, 2002, and end on December 31, 200B|le or amortizable items. poration, trust, estate, common trust fund
and its next taxable year is deemed to begin on Janu- (e) Treatment of taxable years endindWithin the meaning of section 584(i)),

ary 1, 2003, and end on December 31, 2003. Ag; . ontrolled foreign corporation (within the
cordingly, each such taxable year is treated as i?n’\-lIth reference to the same calendaf g P (

cluding one and only one Decembef'31 month—(1) Pass-through entities If a meaping of section 9.57.)1 foreign pgrsonal
(3) Changes in tax ratedf a change in Pass-through entity (as defined in paraholding company (within the meaning of
the rate of tax is effective during a 52-53graph (€)(3)(i) of this section) or an ownesection 552), or passive foreign invest-
week taxable year (other than on the firff @ pass-through entity (as defined itment company that is a qualified electing
day of such year as determined undd¥aragraph (e)(3)(ii) of this section), offund (within the meaning of section
paragraph (c)(1) of this section), the taoth, use a 52-53-week taxable year artR95).
for the 52-53-week taxable year must beéhe taxable year of the pass-through entity (i) Owner of a pass-through entifyor
computed in accordance with section 15nd the owner end with reference to theurposes of this section, an owner of a
relating to effect of changes, and the regsame calendar month, then, for purposdgss-through entity means a taxpayer that
lations thereunder. For the purpose of thef determining the taxable year in whichowns an interest in, or stock of, a pass-
computation under section 15, the deteitems of income, gain, loss, deductions, dhrough entity. For example, an owner of
mination of the number of days in the peeredits from the pass-through entity ar& pass-through entity includes a partner in
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a partnership, a shareholder of an S cofa)(2) of this section, the taxable year of a (5) Examples. The provisions of para-
poration, a beneficiary of a trust or an egpersonal service corporation (PSC) (agraph (b)(4) of this section may be illus-
tate, a participant in a common trust funddefined in paragraph (c) of this sectionjrated by the following examples:
a U.S. shareholder (as defined in sectiamust be the calendar year. Example 1 X, whose taxable year ends on January
951(b)) of a controlled foreign corpora- (2) ExceptionsA PSC may have a tax- 31 2001, becomes a PSC for its taxable year begin-
tion,_ a U.s. sharehold_er (as defined imble year o_ther than it_s_required taxabI%'rg%allzf;rfhiwct’nfngils’ioing ?;ejs?:s betglcnalﬂ;ee:rp
section 551(a)) of a foreign personal holdyear (.e., a fiscal year) if it elects to use arpys, for taxable years ending before February 1,
ing company, or a U.S. person that hold52-53-week taxable year that ends withoo1, this section does not apply with respect to X.
stock in a passive foreign investmenteference to the calendar year, makes &ar its taxable year beginning on February 1, 2001,
company that is a qualified electing fund.election under section 444, or establishg§ever. X will be required to comply with paragraph
(4 Examples The provsions of para-  business purpose for s fiscal yedf, 1 27, [ s Lo b o,
graph (e)(2) of this section may be illusand obtains the approval of the Commismakes a section 444 election, X will be required to

trated by the following examples: sioner under section 442. change its taxable year to the calendar year under
Example 1ABC Partnership uses a 52-53-week (h) Adoption, change, or retention ofparagraph (b) of this section by using a short taxable
Elxable year that ends on the Wednesday neares Ie?xable year—(1) Adoption of taxable year that begins on February 1, 2001, and ends_on De-
ecember 31, and its partners, A, B, and C, are indi- . cember 31, 2001. Under paragraph (b)(1) of this sec-
vidual calendar year taxpayers. Assume that, fof€ar A PSC may adopt, in accordanceﬁon, X may obtain automatic approval to change its
ABC's taxable year ending January 3, 2001, eacwith §1.441-1(c), the calendar year, a 53axable year to a calendar year. See §1.442-1(b).
partner’s distributive share of ABC's taxable income53-week taxable year ending with refer- Example 2Assume the same facts asEixample
is $10,000. Under section 706(a) and paragrapince to the calendar year, or a taxablle except that X desires to change to a 52-53-week
(e)(1) of this section, for the taxable year ending De- - - xable year ending with reference to the month of
cember 31, 2000, A, B, and C each must inclugé3" elected under SeCtlor? 44.4 without th ecember. Under paragraph (b)(1) of this section X
$10,000 in income with respect to the ABC yea@PProval of the Commissioner. S€@hay obtain automatic approval to make the change.
ending January 3, 2001. Similarly, if ABC makes &81.441-1. A PSC that wants to adopt angee §1.442-1(b)

guaranteed payment to Aon January 2, 2001, Amugtther taxable year must establish a busi- (c) Personal service corporation de-
g‘:é‘::gé';ié’%g‘fg;'%g%ome for As taxable yeapess purpose and obtain the approval éihed—(1) In general For purposes of

Example 2X, a PSC, uses a 52-53-week taxabidn€ CommlSSloner under section 442.  this section and section 442, a taxpayer is
year that ends on the Wednesday nearest to Decem-(2) Change in taxable yearA PSC a PSC for a taxable year only if—
ber 31, and all of the employee-owners of X are indthat wants to change its taxable year (i) The taxpayer is a C corporation (as
vidual calendar year taxpayers. Assume that, for ighust obtain the approval of the Commisdefined in section 1361(a)(2)) for the tax-
taxable year ending January 3, 2001, X pays a b°”§?oner under section 442 or make aable year;
of $10,000 to each employee-owner on January 2, . . . L L
2001. Under paragraph (e)(2) of this section, eadflection under section 444. However, a (i) The principal activity of the tax-
employee-owner must include its bonus in incom&SC may obtain automatic approval fopayer during the testing period is the per-
for the taxable year ending December 31, 2000. ~ certain changes, including a change tformance of personal services;

(5) Transition rule In the case of an the calendar year or to a 52-53-week tax- (iii) During the testing period, those
owner of a pass-through entity (other thagable year ending with reference to theervices are substantially performed by
the owner of a partnership or S corporacalendar year, pursuant to administrativemployee-owners (as defined in para-
tion) that is required by this paragraph (e)rocedures published by the Commisgraph (g) of this section); and
to include in income for its first taxablesjoner. (iv) Employee-owners own (as deter-
year ending on or after the date these reg-(3) Retention of taxable yearln cer- mined under the attribution rules of sec-
ulations are published in thieederal tain cases, a PSC will be required tdion 318, except that “any” applies instead
Register as final regulations amounts atthange its taxable year unless it obtairsf “50 percent” in section 318(a)(2)(C))
tributable to two taxable years of a passhe approval of the Commissioner undemore than 10 percent of the fair market
through entity, the amount that otherwisgection 442, or makes an election undefalue of the outstanding stock in the tax-
would be required to be included in insection 444, to retain its current taxabl@ayer on the last day of the testing period.
come for such first taxable year by reasogear. For example, a corporation using a (2) Testing periog—(i) In general Ex-
of this paragraph (e) should be included igune 30 fiscal year that becomes a PS&@pt as otherwise provided in paragraph
income ratably over the four-taxable-yeapng, as a result, is required to use the c4t)(2)(ii) of this section, the testing period
period beginning with such first taxablegndar year must obtain the approval of thier any taxable year is the immediately
year under principles similar tocommissioner to retain its current fiscapreceding taxable year.

§1.702-3T, unless the owner of the pasgpgy, (i) New corporations. The testing pe-
through elects to include all such income (1) procedures for obtaining approval riod for a taxpayer’s first taxable year is the
in its first taxable year ending on or aftegr making a section 444 electionSee period beginning on the first day of that
the date these regulations are published &y 442_1(b) for procedures to obtain théaxable year and ending on the earlier of—
the Federal Registeras final regulations. approval of the Commissioner (automati- (A) The last day of that taxable year; or
cally or otherwise) to adopt, change, or (B) The last day of the calendar year in
retain a taxable yeaBSee§§1.444—1T and which that taxable year begins.
1.444-2T for qualifications, and (3) ExamplesThe provisions of para-

(a) Taxable year—(1) Required taxable 1.444-3T for procedures, for making argraph (c)(2)(ii) of this section may be il-
year. Except as provided in paragraptelection under section 444. lustrated by the following examples:

81.441-3 Taxable year of a personal
service corporation.
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Example 1Corporation A first taxable year be- erwise chargeable to a capital account byorporation’s personal service activity
gins on June 1, 2001, and A desires to use a Septeffre corporation during such taxableequals the compensation cost for that em-

ber 30 taxable year. However, if Ais a personal ser- o
vice corporation, it must obtain the Commissioner’ ear ployee multlplled by the percentage of the

approval to use a September 30 taxable year. Pur- (A) Wages and salaries; and total time worked for the corporatior_1 by
suant to paragraph (c)(2)(ii) of this section, As test- (B) Any other amounts, attributable tothat employee during the year that is at-
ing period for its first taxable year beginning June lgapyices performed for or on behalf of théributable to activities of the corporation

2001, is the period June 1, 2001, through September . . that are treated as the performance of per-
30, 2001. Thus, if, based upon such testing period,(lg\orporatlon by a pers?“ Who IS ?‘n em | . d P h (d) of 'E)h'
is a personal service corporation, A must obtain thBloyee of the corporation (including ansonal services under paragraph (d) of this

Commissioner’s permission to use a September 3wner of the corporation who is treated agection. That percentage is to be deter-

taxable year. an employee under paragraph (g)(2) dnined by the taxpayer in any reasonable
Example 2The facts are the same a€fample thjs section) during the testing period@nd consistent manner. Time logs are not

L, except that A desires to use a March 31 taxablg, |, ooy nts include, but are not limitegequired unless maintained for other pur-
year. Pursuant to paragraph (c)(2)(ii) of this section;, . oses:
A's testing period for its first taxable year beginningt® @mounts attributable to deferred comP ’

June 1, 2001, is the period June 1, 2001, through Dpensation, commissions, bonuses, com- (B) Compensation cost not attributable
cember 31, 2001. Thus, if, based upon such testigensation includible in income under secto personal service activityThat portion
period, Ais a personal service corporation, A musfion 83, compensation for services base@f the compensation cost for a mixed ac-
&?ﬂ;;ﬁ&;&?ﬁ;oners permission to Use 3, 5 percentage of profits, and the cost @ity employee that is not considered to
i . idi i i i i-be attributable to the corporation’s per-
(d) Performance of personal serviees pr0\_/|d_|ng fringe benefits that are includi . S P PE
- ) . "~ ble in income. sonal service activity is the compensation
(1) Activities described in section™ ) for th | I h d
(i) Amounts excludedNotwithstand- Costfor that employee less the amount de-

448(d)(2)(A) For purposes of this section, . :
any(az:(ti\ai(ty)of thF()a tgxpayer described iring Paragraph (e)(2)(i) of this sectionfermined in paragraph (e)(3)(ii)(A) of

section 448(d)(2)(A) or the regulationsSompensation cost does not inclugds section.
thereunder will be treated as the perfo@Mounts attributable to a plan qualified (f) Services substantially performed by

mance of personal services. TherefordNder section 401(a) or 403(a), or to @mployee-owners(1) General rule.
any activity of the taxpayer that involvesSimplified employee pension plan defined>ersonal services are substantially per-
the performance of services in the fieldd? Section 408(k). formed during the testing period by em-
of health, law, engineering, architecture, (3) Attribution of compensation cost toPlOyee-owners of the corporation ',f more
accounting, actuarial science, performing€rsonal service activity-(i) Employees than 20 percent of the corporation's com-
arts, or consulting (as such fields are ddovolved only in the performance of perPensation cost for that period attributable
fined in §1.448-1T) will be treated as th&onal servicesThe compensation cost fortO its activities that are tregted as the per-
performance of personal services for pugmployees involved only in the perfor-formance of personal services within the
poses of this section. mance of activities that are treated as pef€aning of paragraph (d) of this section
(2) Activities not described in sectionSonal services under paragraph (d) of thige., the total compensation for personal
448(d)(2)(A) For purposes of this section S€ction, or employees involved only inservice aCiEIVItIeS) is attributable to per-
any activity of the taxpayer not describegupporting the work of such employeessonal services performed by employee-
in section 448(d)(2)(A) or the regulations2re considered to be attributable to th@WNers. _ _
thereunder will not be treated as the peROrporation’s personal service activity. ~ (2) Compensation cost attributable to
formance of personal services. (i) Employees involved only in activi-Personal servicesFor purposes of para-
(e) Principal activity—(1) General ties that are not treated as the perforgfa_ph (1) of this section— .
rule. For purposes of this section, thénance of personal servicekhe compen- 0] Tht_e corporatl_on’s c_o_mpensanon
principal activity of a corporation for any sation cost for employees involved onlycost attributable to its activities that are
testing period will be the performance ofn the performance of activities that aréreated as the performance of personal
personal services if the cost of the corpd?ot treated as personal services undégrvices is determined under paragraph
ration’s compensation (the compensatioRaragraph (d) of this section, or for em¢{e)(3) of this section; and
cost) for such testing period that is attribPloyees involved only in supporting the (ii) The portion of the amount deter-
utable to its activities that are treated awork of such employees, are not considmined under paragraph (f)(2)(i) of this
the performance of personal servicegred to be attributable to the corporation’section that is attributable to personal ser-
within the meaning of paragraph (d) ofPersonal service activity. vices performed by employee-owners is
this section i(e., the total compensation (i) Other employeesThe compensa- to be determined by the taxpayer in any
for personal service activities) exceeds 5@on cost for any employee who is not dereasonable and consistent manner.
percent of the corporation’s total compenscribed in either paragraph (e)(3)(i) or (3) Examples The provisions of this

sation cost for such testing period. paragraph (e)(3)(ii) of this section (aparagraph (f) may be illustrated by the
(2) Compensation cost(i) Amounts mixed-activity employee) is allocated adollowing examples:
included For purposes of this section, thdollows— Example 1For its taxable year beginning Febru-

compensation cost of a corporation for a (A) Compensation cost attributable to@¥ 1. 23_01' forp AS;‘;S“Z%QOSGBOQ is tt*;]e tt";‘xatt_"e
. . .. . r endin nuar . rn n

taxable year is equal to the sum of the fopersonal service activityThat portion of gi‘;ode Pt gnlyaasﬁv?;y e per;'o;n?ancz ofSelr-g

lowing amounts allowable as a deductiorthe compensation cost for a mixed actiVsonaj services. The total compensation cost of A (in-

allocated to a long-term contract, or othity employee that is attributable to theluding compensation cost attributable to employee-
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owners) for the testing period was $1,000,000. The (jii) All of the stock of the members of 88 1.441-1T, 1.441-2T, 1.441-3T and

total Comf:”fat'&” 205: a“”bu_tag'e to gzmlpéogggfhe affiliated group that is not owned byl.441-4T [Removed]

owners of A for the testing period was , o

Pursuant to paragraph (f)(1) of this section, the em_g-lny other member of the _afﬂhated group Par. 4. Sections 1.441-1T. 1.441-2T

ployee-owners of A substantially performed the perlS treated as the outstanding stock of that e ' * '
: : : . : 1.441-3T, and 1.441-4T are removed.

sonal services of A during the testing period becauggorporation. ! . . .

the compensation cost of As employee-owners was (2) ExamplesThe provisions of this Par. 5. Section 1.442-1 is revised to

more than 20 percent of the total compensation coglaragraph (h) may be illustrated by th&ead as follows:

for all of As employees (including employee-own- . . .
ers). f0”0W|“? examples: ~ §1.442-1 Change of annual accounting
Example 2Corp B has the same facts as corpora- Exampe_ 1 The aﬁ|l|ated group AB, cor_]s_lstlng period.
tion A in Example 1 except that during the taxable c.)f corporanory Aand its Who_IIy owned subsidiary B,
year ending January 31, 2001, B also participated .fHed a consolldat_ed federal income tax return for the (a) Approval of the CommissioneA
L ) taxable year ending January 31, 2001, and AB is af-

an activity that would not be characterized as thtem lina 1o determi hether it is affected b th.a;axpayer that has adopted an annual ac-

performance of personal services under this sectiopy, PHNg to determine whether 1t 1s afiected by thi i iod defi i

The total compensation cost of B (including Com_sectlon for its taxable year beginning February icounting  perio (as efined in

pensation cost attributable to employee-owners) 14001 During the testing periode(, the taxable §1.441—1(b)(3)) as its taxable year gener-

the testing period was $1,500,000 ($1,000,000 alsr ending qanuary 81, 2001), A did not. perforna”y must continue to use that annual ac-

tributable to B’s personal service activity andphersonezl serwces.fHoweverI, B's only acot'v'% Wf‘sctounting period in computing its taxable

$500,000 attributable to B’s other activity). The totaf:| N pefrtﬁrmtan(t:_e 0 pe_rsdona sIerV|ces. fAnd'de a{Sn(:ome and for making its federal income

compensation cost attributable to employee-ownersay o the testing period, employees o 1d no f th

of B for the testing period was $250,000 (§210,00§V1 21 stockin A However, some of B's employ{aX returns. IT the taxpayer wants to

attributable to B's personal service activity anceeS 0" stock in A In the aggregate, B's employeeghange its annual accogntmg perloq and

$40,000 attributable to B’s other activity). pursuanf ™" 9 percent of As stock on the last day of thg teshise a new taxable year, it must obtain the

to paragraph (f)(1) of this section, the employee'—hg per-lod. Pgrsugnt to pgragraph .(h)(l) of this Se.%ipproval of the Commissioner, unless it is
. tjon, this section is effectively applied on a consoli- . . .

owners of B substantially performed the personac!ated basis to members of an affiliated group filing gtherW|se authorized to change without

services of B during the testing period because Mofg -1 4 tederal income tax return. Because ti@€ approval of the Commissioner under

than 20 percent of B’s compensation cost during the -
P P I uring tnly employee-owners of AB are the employees cgither the Internal Revenue Codad,

testing period attributable to its personal service ac: , . .
tivities was attributable to personal services pe%’ and because B's employees do not own more thaggction 444 and section 859) or the regu-

formed by employee-owners ($210,000). 10 percent of AB on the last day of the testing peations thereundere(g, paragraph (c) of
Emol defined(1) G riod, AB is not a PSC subject to the provisions o hi ti | dditi d ibed i
(9) Employee-owner defin ] (1) _en' this section. Thus, AB is not required to determin is section). In addition, as es?“ edin
eral rule. For purposes of this section, @n a consolidated basis whether, during the testingL-441—1(c) and (d), a partnership, S cor-
person is an employee-owner of a corpaeriod, its principal activity is the providing of per- poration, electing S corporation, or per-
ration for a testing period if— sonal services, or the personal services are substgbnal service corporation (PSC) generally
(i) The person is an employee of thd!y performed by employee-owners. is required to secure the approval of the
. d f th . Example 2The facts are the same a€ixample . t dobt tai
gorporatlon on any day of the testing pPer gycept that on the last day of the testing period gomm|ssmm_ar o adopt or retain an an-
rIOd, and owns 0n|y 80 percent of B. The remaining 20 pernual aCCOUI']tII’]g pel’IOd Other tha.n Its re-
(i) The person owns any outstandingent of B is owned by employees of B. The faiquired taxable year. The manner of ob-
stock of the corporation on any day of théarket value of A, including its 80 percent interestaining approval from the Commissioner
testing period. in B, as of the last day of the testing period, i35 aqopt, change, or retain an annual ac-
2)'S ial rule for ind d $1,000,000. In addition, the fair market value of the ti iod i ided i h
(2) Special rule for independent con-,, percent interest in B owned by B's employees ig0UNting period is provided in paragrap
tractors who are ownerginy person who $50,000 as of the last day of the testing period. Putb) Of this section. However, special rules
is an owner of the corporation within thesuant to paragraphs (c)(1)(iv) and paragraph (h)(fpr obtaining approval may be provided in
meaning of paragraph (g)(L)(ii) of this secof this section, AB must determine whether the emgther sections.
tion and who performs personal servicelloyee-owners of Aand B.¢, B's employees) own  (3) Optaining approvai—(1) Time and
f behalf of. th . ._more than 10 percent of the fair market value of A f ti E t
or, or on behalf of, the corporation ISand B as of the last day of the testing period. BdN@NNer for requesting approvalExcep
treated as an employee for purposes of thiguse the $140,000 [($1,000,000 x .09) + $50,006S Otherwise provided in paragraph (b)(3)
section, even if the legal form of that perfair market value of the stock held by B's employee®f this section, in order to secure the ap-
son’s relationship to the corporation is sucl§ greater than 10 percent of the aggregate fair masroval of the Commissioner to adopt,
that the person would be considered an jfet value of Aand B as of the last day of the testinghange or retain an annual accounting
d d f h period, or $105,000 [$1,000,000 + $50,000 x .10] iod t t il l
ependent _contractor or ot. €T PUTPOSES. Ag may be subject to this section if, on a Consolipeno , a taxpayer must file an applica-
(h) Special rules for affiliated groups dated basis during the testing period, the principdion, generally on Form 112&pplication
filing consolidated returns-(1) In gen- activity of AB is the performance of personal serto Adopt, Change, or Retain a Tax Year
eral. For purposes of applying this sectioryices and the personal services are substantially pegith the Commissioner. The Form 1128
to the members of an affiliated group of°"™ed by employee-owners. must be filed no earlier than the day fol-
corporations filing a consolidated returngy 441-4 Effective date. !owmg the close of the first taxable year
for the taxable year— in which the taxpayer wants the adoption,
(i) The members of the affiliated group Sections 1.441-0 through 1.441-3 arehange, or retention to be effective (the
are treated as a single corporation; applicable for taxable years ending on diirst effective year) and no later than the
(i) The employees of the members ofifter the date these regulations are pui5" day of the third calendar month fol-
the affiliated group are treated as employtished in theFederal Registeras final lowing the close of the first effective year.

ees of such single corporation; and regulations. However, in the case of a change that re-
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sults in a short period of six days or lesxine taxable year to another; a similar despouse so that a joint return may be filed
the Form 1128 must be filed no later thaferral or shifting in the case of any othefor the first or second taxable year of that
the 13" day of the third calendar monthperson, such as a beneficiary in an estatspouse ending after the date of marriage.
following the close of the short period,the creation of a short period in whichSuch automatic approval will be granted
even though the short period is not treatethere is a substantial net operating lossnly if the newly married husband or wife
as a separate taxable year undeapital loss, or credit (including a generahdopting the annual accounting period of
81.441-2(b)(2). business credit); or the creation of a shothe other spouse files a federal income tax
(2) General requirements for approval period in which there is a substantiateturn for the short period required by that
Except as provided in paragraph (b)(3) acimount of income to offset an expiringchange on or before the 15th day of the
this section, an adoption, change, or rgiet operating loss, capital loss, or credi#ith month following the close of the short
tention in annual accounting period willSee,for example, Notice 2001-34period. See section 443 and the regula-
be approved where the taxpayer estalf2001-23 I.R.B. 1302), procedures to obtions thereunder. If the due date for any
lishes a business purpose for the rdain the Commissioner’s prior approvakuch short-period return occurs before the
quested annual accounting period andf an adoption, change, or retention imlate of marriage, the first taxable year of
agrees to the Commissioner’s prescribegnnual accounting period through applithe other spouse ending after the date of
terms, conditions, and adjustments for efsation to the national office; Rev. Procmarriage cannot be adopted under this
fecting the adoption, change, or retentior2000-11 (2000-3 I.R.B. 309), automatiparagraph (d). The short-period return
In determining whether a taxpayer has egpproval procedures for certain corporamust contain a statement at the top of
tablished a business purpose and whidions; Notice 2001-35 (2001-23 |.R.B page one of the return that it is filed under
terms, conditions, and adjustments will bd314), automatic approval procedures fahe authority of this paragraph (d). The
required, consideration will be given topartnerships, S corporations, electing 8ewly married husband or wife need not
all the facts and circumstances relating tgorporations, and PSCs; and Rev. Profile Form 1128 with respect to a change
the adoption, change, or retention, includ®6—50 (1966-2 C.B. 1260), automatic apdescribed in this paragraph (d). For a
ing the tax consequences resulting ther@roval procedures for individuals. Forchange of annual accounting period by a
from. Generally, the requirement of aavailability of Revenue Procedures anthusband or wife that does not qualify
business purpose will be satisfied, and adNotices, see §601.601(d)(2) of this chapdnder this paragraph (d), see paragraph
justments to neutralize any tax conseler. (b) of this section.
quences will not be required, if the re- (4) Taxpayers to whom section 441(g) (2) The provisions of this paragraph
quested annual accounting perio@pplies If section 441(g) and (d) may be illustrated by the following ex-
coincides with the taxpayer’s required81.441-1(b)(1)(iv) apply to a taxpayerample:
taxable year (as defined in §1.441—1he adoption of a fiscal year is treated as a‘Eij\mIO'f{e HI&WmarC?_/ on SeptemberdZiSA,/?OOL
(b)(2)), ownership taxable year, or natureghange in the taxpayer's annual accounf, 0% B8, 1ot B0 UE S0 A0 B 08
business year. In the case of a partnéflg period under section 442. Thereforg, o ger 1o file joint returns with W. W’s first taxable
ship, S corporation, electing S corporathat fiscal year can become the taxpayerjgar after marriage ends on December 31, 2001. H
tion, or PSC, deferral of income to parttaxable year only with the approval of thenay not change to a calendar year for 2001 since,

ners, shareholders, or emponee-owne@Ol’nmiSSioner- In addition to any othepnder this paragraph (d), he would have had to file a

. . e eturn for the short period from July 1 to December
will not be treated as a business purposeterms and conditions that may apply ta%; 2000, by April 16, 2001. Since the date of mar-

(3) Administrative procedures. such a change, the taxpayer must est ige occurred subsequent to this due date, the return
Notwithstanding the provisions of paralish and maintain books that adequatelyould not be filed under this paragraph (d). There-
graphs (b)(1) and (2) of this section, th@nd clearly reflect income for the shorfore, H cannot change to a calendar year for 2001.
Commissioner may prescribe administraperiod involved in the change and for th%m‘?i'l?r‘]'er’aHre':L"’r‘z i;%';?i;iosa:f;e?gag {Eg’“bfor:?ﬁ) 2
tive procedures under which a taxpayefscal year PI’OpOSGd. 12, 20(?2, for the short periodpfron% JL?Iy 1to gecgm—
will be permitted to adopt, change, or re- (c) Special rule for change of annualper 31, 2001. If H files such a return, H and W may
tain an annual accounting period. Thesaccounting period by subsidiary corpora-ile a joint return for calendar year 2002 (which is
administrative procedures will describgion. A subsidiary corporation that is re-W's second taxable year ending after the date of
the business purpose requirements (imuired to change its annual accounting p&?mage). .
cluding an ownership taxable year and €od under 81.1502-76, relating to the (e) Effective date The rules of this sec-
natural business year) and the terms, cotaxable year of members of an affiliatedion are applicable for taxable years end-
ditions, and adjustments necessary to oroup that file a consolidated return, doe§'d o of after the date these regulations
tain approval. Such terms, conditionsnot need to obtain the approval of th&'® Published in théederal Registeras
and adjustments may include adjustmen@ommissioner or file an application onfin@l regulations.
necessary to neutralize the tax effects offeEorm 1128 with respect to that change. 8§ 1.442-2T and 1.442-3T [Removed]
substantial distortion of income that (d) Special rule for newly married cou-
would otherwise result from the re-ples.(1) Anewly married husband or wife Par. 6. Sections 1.442-2T and 1.442—
quested annual accounting period includnay obtain automatic approval under thi8T are removed.
ing: a deferral of a substantial portion oparagraph (d) to change his or her annual Par. 7. Section 1.706-1 is amended by
the taxpayer’s income, or shifting of aaccounting period in order to use the amrevising paragraphs (a) and (b) and
substantial portion of deductions, fromnual accounting period of the othemadding paragraph (d) to read as follows:
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§1.706-1 Taxable years of partner and principal partners of the partnership, athe appropriate testing day and require the
partnership. defined in 706(b)(3) (the principal part-use of some other day or period that will
) ) o . ners’taxable year); or; more accurately reflect the ownership of
~ (a)Yearin which partnership income is ) |t there is no majority interest tax-the partnership and thereby the actual ag-
includible (1) In computing taxable in- ap|e year or principal partners’ taxablegregate deferral to the partners where the
come for a taxable year, a partner is r§aar “the taxable year that produces thgartners engage in a transaction that has
quired to include the partner’s distributivggast aggregate deferral of income as des its principal purpose the avoidance of
share of partnership items set forth in S€¢armined under §1.706-1(b)(3). the principles of this section. Thus, for ex-
tion 702 and the .regulat|ons thereunQer (ii) ExceptionsA partnership may have ample, the preceding sentence would
for any partnership taxable year ending taxaple year other than its required taxapply where there is a transfer of an inter-
within or with the partner’s taxable yearape year if it elects to use a 52-53-weekst in the partnership that results in a tem-
A partner must also include in taxable ingayaple year that ends with reference to ifsorary transfer of that interest principally
come for a taxable year guaranteed payaquired taxable year, makes an electiofor purposes of qualifying for a specific
ments under section 707(c) that are dgpger section 444, or establishes a busiaxable year under the principles of this
ductible by the partnership under it ess purpose for such taxable year argction. For purposes of this section, de-
method of accounting in the partnershigtains approval of the Commissioneferral to each partner is measured in terms
taxable year ending within or with the,, qer section 442. of months from the end of the partner-
partner’s taxable year. (3) Least aggregate deferrak(i) Tax- ship’s taxable year forward to the end of

(2) The rules of this paragraph (a)(Ihple year that results in the least aggrethe partner’s taxable year.
may be illustrated by the following exam-gate deferral of incomelhe taxable year (i) Determination of the taxable year
ple: | his i _ that results in the least aggregate deferraf a partner or partnership that uses a 52-
. alg;:szpyg a: m?leertﬁeriz(r)tﬁzr Sﬁ;n(;omcr‘s:;gi <gf income will be the taxable year of ones3-week taxable yeaFor purposes of the
member reports its income using a fiscal year endifgf more of the partners in the partnershipalculation described in paragraph
May 31. The partnership reports its income and davhich will result in the least aggregate de¢b)(3)(i) of this section, the taxable year
ductions under the cash method of accounting. Duferral of income to the partners. The agef a partner or partnership that uses a 52-
g‘goéhfhgig:‘;sz;]‘?ptz‘:gsegf;;:t’;‘:;%aminﬂ%egate deferral for a particular year i§3-week taxable year must be the same
$120.000 to A for services and for the use of CaIDit‘,j@qu::xl to the sum of the products deterear determined undgr the rules of sect!on
Of this amount, $70,000 was paid to A between Juridlined by multiplying the month(s) of de-441(f) and the regulations thereunder with
1 and December 31, 2001, and the remaininferral for each partner that would be genrespect to the inclusion of income by the
$50,000 was paid to A between January 1 and Magrated by that year and each partnerfsartner or partnership.

81, 2002. The entire $120,000 paid to Ais includiyiarast in partnership profits for that year. (i) Special de minimis rulef the tax-

ble in A's taxable income for the calendar year 200 ) -

(together with A's distributive share of partnershipl N€ Partner’s taxable year that produceable year that results in the least aggregate
items set forth in section 702 for the partnership tathe lowest sum when compared to thdeferral produces an aggregate deferral
able year ending May 31, 2002). other partner’s taxable years is the taxablgat is less than .5 when compared to the

(3) If a partner receives distributionsyear that results in the least aggregate daggregate deferral of the current taxable
under section 731 or sells or exchanges a#rral of income to the partners. If the calyear, the partnership’s current taxable
or part of a partnership interest, any gaioulation results in more than one taxablgear will be treated as the taxable year
or loss arising therefrom does not constiyear qualifying as the taxable year withwvith the least aggregate deferral. Thus,
tute partnership income. the least aggregate deferral, the partneile partnership will not be permitted to

(b) Taxable year(1) Partnership ship may select any one of those taxabfange its taxable year.
treated as a taxpayefhe taxable year of years as its taxable year. However, if one (iv) Examples The principles of this
a partnership must be determined asf the qualifying taxable years is also théection may be illustrated by the follow-
though the partnership were a taxpayer. partnership’s existing taxable year, thé"d examples: o _

(2) Partnership’s taxable yea«(i) Re- partnership must maintain its existing tax- EXxamPple 1Partnership P is on a fiscal year end-

. . . . . ing June 30. Partner A reports income on the fiscal
quired taxable yeaExcept as provided in able year. The determination of the taXyear ending June 30 and Partner B reports income
paragraph (b)(2)(ii) of this section, theable year that results in the least aggregaie the fiscal year ending July 31. Aand B each have
taxable year of a partnership must be— deferral of income generally must bea 50 percent interest in partnership profits. For its

(A) The majority interest taxable yearmade as of the beginning of the partnefaxable year beginning July 1, 1987, the partnership
as defined in section 706(b)(4); ship’s current taxable year. The district di:;'."III be required to retain its taxable year since the

. L . iscal year ending June 30 results in the least aggre-

(B) If there is no majority interest tax-rector, however, may determine that th@ate deferral of income to the partners. This determi-

able year, the taxable year of all of théirst day of the current taxable year is notiation is made as follows:
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Test 6/30

Partner A
Partner B

Aggregate deferral

Test 7/31

Partner A
Partner B

Aggregate deferral

Year End

6/30
7/31

Year End

6/30
7/31

Interest in
Partnership
Profits

Interest in
Partnership
Profits

Months of

Deferral for

6/30 Year
End

Months of

Deferral for

7131 Year
End

11

Interest
x Deferral

Interest
x Deferral

55

Example 2 The facts are the same a&kample lexcept that Areports income on the calendar year and B reports on the fiscal year ending November 30. For t
partnership’s taxable year beginning July 1, 1987, the partnership is required to change its taxable year to a fiscadjydéavembier 30 because such year results

in the least aggregate deferral of income to the partners. This determination is made as follows:

Test 12/31

Partner A
Partner B

Aggregate deferral

Test 11/30

Partner A
Partner B

Aggregate deferral

Year End

12/31
11/30

Year End

12/31
11/30

Interest in
Partnership
Profits

Interest in
Partnership
Profits

Months of

Deferral for

12/31 Year
End

11

Months of

Deferral for

11/30 Year
End

=

Interest
x Deferral

0
55

5.5

Interest
x Deferral

5

Example 3The facts are the same aixample 2xcept that B reports income on the fiscal year ending June 30. For the partnership’s taxable year beginnit
July 1, 1987, each partner’s taxable year will result in identical aggregate deferral of income. If the partnership'axalieyear was neither a fiscal year ending
June 30 nor the calendar year, the partnership would select either the fiscal year ending June 30 or the calendaayableageits. tHowever, since the partner-
ship’s current taxable year ends June 30, it must retain its current taxable year. The determination is made as follows:

Test 12/31

Partner A
Partner B

Aggregate deferral

Test 6/30

Partner A
Partner B

Aggregate deferral

Year End

12/31
6/30

Year End

12/31
6/30

Interest in
Partnership
Profits

Interest in
Partnership
Profits

Months of
Deferral
for 12/31
Year End

Months of
Deferral
for 6/30
Year End

Interest
x Deferral

0
3.0

3.0

Interest
x Deferral

3.0

Example 4The facts are the same afixample lexcept that on December 31, 1987, partner A sells a 4 percent interest in the partnership to Partner C, who
ports income on the fiscal year ending June 30, and a 40 percent interest in the partnership to Partner D, who alsomepontshadiscal year ending June 30.
The taxable year beginning July 1, 1987, is unaffected by the sale. However, for the taxable year beginning July 31pdra8&;sthip must determine the taxable
year resulting in the least aggregate deferral as of July 1, 1988. In this case, the partnership will be required tmxetaaytsar since the fiscal year ending June
30 continues to be the taxable year that results in the least aggregate deferral of income to the partners.

2001-27 I.R.B.
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Example 5The facts are the same a€kxample 4except that Partner D reports income on the fiscal year ending April 30. As in Example 4, the taxable year dur-
ing which the sale took place is unaffected by the shifts in interests. However, for its taxable year beginning Julyhg, d&2&81tship will be required to change
its taxable year to the fiscal year ending April 30. This determination is made as follows:

Test 7/31

Year End Interest in Months of Interest
Partnership Deferral x Deferral
Profits for 7/31
Year End
Partner A 6/30 .06 11 .66
Partner B 7131 5 0 0
Partner C 6/30 .04 11 44
Partner D 4/30 4 9 3.60
Aggregate deferral 4.70
Test 6/30 Year End Interest in Months of Interest
Partnership Deferral x Deferral
Profits for 6/30
Year End
Partner A 6/30 .06 0 0
Partner B 7131 5 1 5
Partner C 6/30 .04 0 0
Partner D 4/30 4 10 4.0
Aggregate deferral 45
Test 4/30 Year End Interest in Months of Interest
Partnership Deferral x Deferral
Profits for 4/30
Year End
Partner A 6/30 .06 2 12
Partner B 7131 5 3 1.50
Partner C 6/30 .04 2 .08
Partner D 4/30 4 0 0
Aggregate deferral 1.70
81.706-1(b)(3) Test:
Current taxable year (June 30) 4.5

Less: Taxable year producing the least aggregate deferral (April 30)

1.7

Additional aggregate deferral (greater than .5)

2.8

Example 6 (i) Partnership P has two partners, Awho reports income on the fiscal year ending March 31, and B who reports incas@lbyethreeinding July
31. Aand B share profits equally. P has determined its taxable year under 81.706—1(b)(3) to be the fiscal year endingsMalfotv81 a

Test 3/31 Year End Interest in Deferral for Interest
Partnership 3/31 Year x Deferral
Profits End
Partner A 3/31 5 0 0
Partner B 7131 5 4 2
Aggregate deferral 2
Test 7/31 Year End Interest in Deferral for Interest
Partnership 7131 Year x Deferral
Profits End
Partner A 3/31 5 8 4
Partner B 7131 5 0 0
Aggregate deferral 4

(i) In May 1988, Partner A sells a 45 percent interest in the partnership to C, who reports income on the fiscal yearrgé@dinga@ghe taxable period begin-
ning April 1, 1989, the fiscal year ending April 30 is the taxable year that produces the least aggregate deferral oftineqaeirters. However, under paragraph
(b)(3)(iii) of this section the partnership is required to retain its fiscal year ending March 31. This determination ssfoiladesa
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Test 3/31 Year End Interest in Deferral for Interest

Partnership 3/31 Year x Deferral
Profits End
Partner A 3/31 .05 0 0
Partner B 7131 5 4 2.0
Partner C 4/30 .45 1 .45
Aggregate deferral 2.45
Test 7/31 Year End Interest in Deferral for Interest
Partnership 7131 Year x Deferral
Profits End
Partner A 3/31 .05 8 .40
Partner B 7/31 5 0 0
Partner C 4/30 .45 9 4.05
Aggregate deferral 4.45
Test 4/30 Year End Interest in Deferral for Interest
Partnership 4/30 Year x Deferral
Profits End
Partner A 3/31 .05 11 .55
Partner B 7/31 5 3 1.50
Partner C 4/30 .45 0 0
Aggregate deferral 2.05
§1.706-1(b)(3) Test:
Current taxable year (3/31) 2.45
Less: Taxable year producing the least aggregate deferral (4/30) 2.05
Additional aggregate deferral (less than .5) .40

(4) Measurement of partner’s profitson the amount or nature of partnership irmccounts in accordance with
and capital interest- (i) In general The come for that year (due to, for example§1.704—1(b)(2)(iv), then for purposes of
rules of this paragraph (b)(4) apply in depreferred returns or special allocations afection 706(b), the partnership may as-
termining the majority interest taxablespecific partnership items), then the parsume that a partner’s interest in partner-
year, the principal partners’ taxable yeamership must make a reasonable estimaship capital is the ratio of the partner’s
and the least aggregate deferral taxabt# the amount and nature of its income focapital account to all partners’ capital ac-
year. the taxable year. This estimate must beounts as of the first day of the partner-

(i) Profits interest—(A) In general based on all facts and circumstanceship taxable year.

For purposes of section 706(b), a parknown to the partnership as of the first (5) Certain tax-exempt partners disre-
ner’s interest in partnership profits is genelay of the current partnership taxablgarded [Reserved]

erally the partner’'s percentage share gfear. The partnership must then use this (6) Foreign partners[Reserved]
partnership profits for the current partnerestimate in determining the partners’ in- (7) Adoption of taxable yearA newly-
ship taxable year. If the partnership doe®rests in partnership profits for the taxformed partnership may adopt, in accor-
not expect to have net income for the cumble year. dance with §1.441-1(c), its required tax-
rent partnership taxable year, then a part- (C) Distributive share For purposes of able year, a 52-53-week taxable year
ner’s interest in partnership profits insteathis paragraph (b)(4)(ii), a partner’s disending with reference to its required tax-
must be the partner’s percentage share wibutive share of partnership net incomable year, or a taxable year elected under
partnership net income for the first taxis determined by taking into account alkection 444 without securing the approval
able year in which the partnership expectailes and regulations affecting that detemf the Commissioner. If a newly-formed

to have net income. mination, including, without limitation, partnership wants to adopt any other tax-
(B) Percentage share of partnershipsection 704(b), (c), and (e), section 73@ble year, it must establish a business pur-
net income. The partner’s percentageand section 743. pose and secure the approval of the Com-

share of partnership net income for a part- (iii) Capital interest. Generally, a part- missioner under section 442.

nership taxable year is the ratio of: theer’s interest in partnership capital is de- (8) Change in taxable year(i) Part-
partner’s distributive share of partnershipermined by reference to the assets of theerships—(A) Approval required An ex-
net income for the taxable year, to th@artnership that the partner would be entisting partnership may change its taxable
partnership’s net income for the year. If dled to upon withdrawal from the partneryear only by securing the approval of the
partner’s percentage share of partnershghip or upon liquidation of the partner-Commissioner under section 442 or mak-
net income for the taxable year dependship. If the partnership maintains capitaing an election under section 444. How-
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ever, a partnership may obtain automatiapproval of the Commissioner (automatiyear, or any other taxable year for which
approval for certain changes, including &ally or otherwise) to adopt, change, othe corporation establishes a business pur-
change to its required taxable year, puretain a taxable year. See 881.444-1fose to the satisfaction of the Commis-
suant to administrative procedures puband 1.444-2T for qualifications, andsioner under section 442.

lished by the Commissioner. 81.444-3T for procedures, for making an (b) Adoption of taxable yeaAn elect-
(B) Short period tax return A partner- election under section 444. ing S corporation may adopt, in accor-
ship that changes its taxable year mugt* * * * dance with 81.441-1(c), its required tax-

make its return for a short period in accor- (d) Effective date The rules of this able year, a 52-53-week taxable year
dance with section 443, but must not arsection are applicable for taxable yearsnding with reference to its required tax-
nualize the partnership taxable income. ending on or after the date these regulable year, or a taxable year elected under
(C) Change in required taxable yeatf tions are published in tHeederal Regis- section 444 without the approval of the
a partnership is required to change to iter as final regulations, except for paraCommissioner. See 81.441-1. An elect-
majority interest taxable year, then no furgraph (c) which applies for taxable yeargng S corporation that wants to adopt any
ther change in the partnership’s requiredeginning after December 31, 1953. other taxable year, must establish a busi-
taxable year is required for either of the ness purpose and obtain the approval of
two years following the year of the change31-706-1T [Removed] the Commissioner under section 442.
This limitation against a second change pa. g section 1.706-1T is removed.  (€) Change in taxable yeaAn S corpo-
within a three-year period applies only if po. g section 1.898-4, as proposed fgtion or electing S corporation that wants
the first change was to the majority mter_esﬁe added at 58 FR 297, January 5, 199@, change its taxable year must obtain the
taxable year and does not apply followings 5 mended by adding paragrapﬁ_‘pproval of the Commissioner under sec-

a change in the partnership’s taxable YeFE)(3)(iv) to read as follows: tion 442 or make an election under section
to the principal partners’ taxable year or 444. However, an S corporation or electing
the least aggregate deferral taxable year. §1.898—-4 Special rules. S corporation may obtain automatic ap-

(i) Partners Except as otherwise pro- . proval for certain changes, including a
vided in the Internal Revenue Code or the change to its required taxable year, pur-

regulations thereundee.@, section 859 re- (c) = suant to administrative procedures pub-
garding real estate investment trusts or (_3) o - ) lished by the Commissioner.

§1.442-2(c) regarding a subsidiary chang- (V) Recognition of income and deduc- ) Retention of taxable yearn certain
ing to its consolidated parent's taxabldlons See 81.441-2(e) for rules regarding,qes an S corporation or electing S corpo-
year), a partner may not change its taxab}3® ecognition of income and deductiong,tion will be required to change its taxable
year without securing the approval of th&€-9, amounts includible in gross incom& g4 ynless it obtains the approval of the
Commissioner under section 442. HowPursuant to sections 951(a) or 553) if icommissioner under section 442, or makes
ever, certain partners may be eligible to €' the majority United States sharez, gjection under section 444, to retain its
tain automatic approval to change their tay101der, or the specified foreign corporag, rent taxable year. For example, a corpo-
able years pursuant to the regulations {on: or both, elect to use a 52-53-weelqyinn ysing a June 30 fiscal year that elects
administrative procedures published by th?}felf year under this paragraph (c)(3)- 1o pe an S corporation and, as a result, is re-
Commissioner. A partner that changes its . ) uired to use the calendar year must obtain
taxable year must make its return for a short Par- 10. Section 1.1378-1 is add,eaw approval of the Commissioner to retain
period in accordance with section 443, under the undesignated centerheading; o rrent fiscal year.

(9) Retention of taxable yeain certain omall Business Corporations and Their () procedures for obtaining approval
cases, a partnership will be required tghareholders” to read as follows: or making a section 444 electies(1) In
change its taxable year uqle§s it obtair§l.1378_1 Taxable year of S corporationgeneral_ See 81.442-1(b) for procedures
the approval of the Commissioner under to obtain the approval of the Commis-
section 442, or makes an election under (a)In general The taxable year of an Ssioner (automatically or otherwise) to
section 444, to retain its current taxableorporation must be a permitted year or adopt, change, or retain a taxable year.
year. For example, a partnership using taxable year elected under section 44&ee 881.444-1T and 1.444-2T for quali-
taxable year that corresponds to its reNo corporation may make an election tdications, and 1.444-3T for procedures,
quired taxable year must obtain the ape an S corporation for any taxable yedor making an election under section 444.
proval of the Commissioner to retain suchinless the taxable year is a permitted year (2) Special rules for electing S corpo-
taxable year if its required taxable yeaor a taxable year elected under sectiorations. An electing S corporation that
changes as a result of a change in ownet44. In addition, an S corporation mayvants to adopt, change to, or retain a tax-
ship, unless the partnership previouslyot change its taxable year to any taxablble year other than its required taxable
obtained approval for its current taxablegear other than a permitted year or a tayear must request approval of the Com-
year or, if appropriate, makes an electioable year elected under section 444. Aissioner on Form 255F(ection by a
under section 444. permitted year is the required taxable ye&@@mall Business Corporatiprwhen the

(10) Procedures for obtaining approval (i.e., a taxable year ending on Decembeglection to be an S corporation is filed
or making a section 444 electionSee 31), a 52-53-week taxable year endingursuant to section 1362(b) and
81.442-1(b) for procedures to obtain thevith reference to the required taxabl&1.1362—-6. See 8§1.1362-6(a)(2)(i) for
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the manner of making an election to be affriled by the Office of the Federal Register on Jun@0th St. Hope House, Inc.,

S corporation. If such corporation re-t2. 2001, 8:45a.m., and published in the issue of the Bg|timore, MD

ceives permission to adopt, change to, gpderal Register for June 13, 2001, 66 F.R. 31850)a nqant | ife Foundation,

retain a taxable year other than its re- Washington, DC

quired ta_xable_year, the el_ection to pe an ﬁew Form 2290SP Available for Action-Maryland Foundation, Inc.,
corporation will be effective. Denial of . . Potomac, MD

the request renders the election ineffecs-p‘r’“'"Sh_Spe"jlklng Taxpayers Adoptive Family Network, Inc.,

tive unless the corporation agrees that, iIRnnouncement 2001-69 Columbia, MD
the event the request to adopt, change to, . Advanced Technology & Training Center,
or retain a taxable year other than its re- New Form 2290SFDeclaracion del  |nc., Silver Spring, MD

quired taxable year is denied, it willlmpuesto sobre el Uso de Vehiculos Pesagyocates for Child Care Professionals,
adopt, change to, or retain its requireflos en las Carreterasnd its separate in- |nc., Rockville, MD
taxable year or, if applicable, make agtructions are available for use by Spamfcom Foundation, Inc., Fairfax, VA
election under section 444, ish-speaking taxpayers. This return i\frican American Heritage Society of

(f) Effective date The rules of this sec- used to pay the tax on highway motor ve- Charles County, Inc., Waldorf, MD
tion are applicable for taxable years endlicles with a taxable gross weight ofafrican Rural Development Concepts,
ing on or after the date these regulatior2®,000 pounds or more. Form 2290SP |nc., Burtonsville, MD
are published in thEederal Registeras and its separate instructions will be availafrican Women’s Project, Greenbelt, MD

final regulations. able from IRS offices in the states ofafriserve, Inc., Washington, DC
Texas, New Mexico, Arizona, and Cali-alexandria Environmental Policy
PART 5¢—TEMPORARY INCOME fornia. Foundation, Alexandria, VA

TAX REGULATIONS UNDER THE You can also obtain Form 2290SP bypha Employment, Inc.,
ECONOMIC RECOVERY TAXACT OF  telephone or by using IRS electronic in- wilmington, DE
1981 formation services. American Boating Safety & Education
Par. 11. The authority citation for partRequest by Number or addressA Ass_oma‘g:on,tlncf., B;V‘t’_'e’ :V'DD o
: . merican Center for Patient Decision-
5c continues to read as follows: Telephone 1-800-TAX-FORM Making. Inc.. Baltimore. MD
Authority 26 U.S.C. 168(f)(8)(G) and (1-800-829-3676) King, Inc., b ’
7805. _ American Committee on Jerusalem,
Personal ct_)mputer. _ Washington, DC
§5¢.442—1 [Removed)] IRS Web Site WWW.IrS.gOV  American Education & Allied Health
Par. 12. Section 5¢.442—1 is removed.FIIe transfer protocol flpirs.gov. Career Center, Inc., College Park, MD
American Friends of the Gdansk Theatre
PART 5—TEMPORARY INCOME . . Foundation, Washington, DC
TAX REGULATIONS UNDER THE Foundations Status of Certain Angels International, Inc., Rockville, MD
TAX EQUITY AND FISCAL Organizations Apollo Productions, Inc., Washington, DC
Arna Valley C ity Health Clinic,
RESPONSIBILITY ACT OF 1982 Announcement 2001—-70 rg:’;l"nztgr)]/ VoAmmunl y Hea inic

Par. 13. The authority citation for part The following organizations haveAssoc. of Lutherans Specializing in
5f continues to read in part as follows:  tajjed to establish or have been unable to Pastoral Care Ministries, Inc.,
Authority: 26 U.S.C. 7805 * * * maintain their status as public charities Annapolis, MD
§5f.442—1 [Removed] or as operating foundgtions. Accord-Association of Formulation Chemists,
ingly, grantors and contributors may not, Inc., Wayne, NJ
Par. 14. Section 5f.442-1 is removed. after this date, rely on previous rulingsAthenas Place, Inc., Poolesville, MD
PART 18—TEMPORARY INCOME or des_ignqtions in th_e Qumulative List oiBaIk_an Institute, Inc., Y(_)rktown Ht;., NY
TAX REGULATIONS UNDER THE Organlzat!ons (Eqbllcat|on 78), or on thd3altimore County_Housmg Education
SUBCHAPTER S REVISION ACT OF pre_sumpt|on arising from the filing of F_und, Inc., Ba_ltlmore, MD_
1982 notices under section 508(b) of the CodeBellgv_ers_ in Christ _Fellowsh|ps
This listing doesiotindicate that the or-  Ministries, Washington, DC
Par. 15. The authority citation for partganizations have lost their status as org&etty Newman Residential Center, Inc.,

18 continues to read as follows: nizations described in section 501(c)(3), Jackson, MS
Authority 26 U.S.C. 7805. eligible to receive deductible contribu-Big Brothers, Incorporated, Joplin, MO
tions. Black Congress on Health Law and
§18.1378-1 [Removed] Former Public CharitiesThe follow-  Economics Foundation, Inc.,

Par. 16. Section 18.1378-1 is removedNd Organizations (which have been Washington, DC
treated as organizations that are not prBrown Memorial, Inc., Washington, DC
Robert E. Wenzel, vate foundations described in sectio€alvert T-Ball, Inc., Dunkirk, MD
Deputy Commissioner 509(a) of the Code) are now classified a€am-Tech Power, Inc.,
of Internal Revenue. private foundations: Gaithersburg, MD

2001-27 I.R.B. 23 July 2, 2001



Candidates and Issues Facts FoundatiorEnuff is Enuff, Washington, DC

Inc., McLean, VA

Capital City Youth and Amateur
Foundation, Richmond, VA

Cardinal & Gold Football Foundation,
Inc., Timonium, MD

Caren Development Company,
Adelphi, MD

Carver Langston Coalition, Inc.,
Washington, DC

Center for Creative Coalitions, Inc.,
Portsmouth, VA

Central Asia Research and Development

Center, Washington, DC

Central Virginia Bluegrass Association,
Stafford, VA

Cherry Hill Hope Development
Corporation, Baltimore, MD

Children’s Choice, Inc., Staunton, VA

Children’s Educational Opportunity
Foundation of Kansas City, Inc.,
Shawnee, KS

Chillum Oaks Adventist Apts., Inc.,
Upper Marlboro, MD

Christs Bride Ministries, Inc.,
Merrifield, VA

Fair Trade Market, Inc., Arlington, VA

Fauquier Artists Alliance, Warrenton, VA

Fire and Rescue Foundation of Prince
Georges County, Inc.,
College Park, MD

Initiative for the Development of an East
Shore Altn. High School, Inc.,
Bozman, MD

Institute for Technology Assessment,
Washington, DC

Inter City Community Aids Network of

First #1 Place, Inc., Upper Marlboro, MD  Greater Washington, Inc.,

Fort Washington Community Fund,
Fort Washington, MD

Foundation for Genetic Research Brain
and Behavior, Inc., Silver Spring, MD

Foundation for Global Environmental
Education, Washington, DC

Foundation for Interactive Educational
Activities, New York, NY

Frederick Athletic Academy,
Frederick, MD

Frederick County Human Services
Foundation, Inc., Frederick, MD

Friends for Friends, Incorporated,
Forestville, MD

Friends of Surratts-Clinton Branch
Library, Inc., Clinton, MD

Friends of the Academy of Law Justice
and Security, Inc., Washington, DC

Friends of the Silver Theater, Inc.,

Chung San Gol Mission, Inc., Herndon, VA Silver Spring, MD
Church Street Apartments, Jackson, MS Glade Valley Nursing & Rehabilitation

Colin L. Murray Foundation, Inc.,
Baltimore, MD

Committee for the Capital City,
Washington, DC

Community Resource Development
Center, Inc., Bethesda, MD

Computer Smarts Community to
Community, Inc., Arlington, TX

Congregations United for Compassion
and Empowerment, Inc.,
Hyattsville, MD

Cornerstone-Cascade, Inc.,
Columbia, MD

Cultural Alliance of Charles City County
VA, Inc., Charles City, VA

D.C. Corporate Volunteer Council, Inc.,
Washington, DC

D.C. Mental Health Consumers League,
Washington, DC

Dinwiddie County Historical Society,
Dinwiddie, VA

E. Doris Carney Scholarship Fund, Inc.,
Warwick, RI

Earth Keep, Manassas, VA

East Coast Childrens Home, Inc.,
Chillum, MD

Eastern Deaf Timberfest, Inc.,
Lanham, MD

Educators Basketball Association, Inc.,
Boyds, MD
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Center, Inc., Walkersville, MD

Global Harmony Through Personal
Excellence, Washington, DC

Global Sustainable Development Fund,
New York, NY

Golden Age Providers, Inc.,
Chillum, MD

Washington, DC

International Association of Homes and
Services for the Ageing,
Washington, DC

International Planned Giving Foundation,
Inc., Baltimore, MD

International Society for Twin Studies,
Bethesda, MD

Israel Heritage, Inc., Westport, CT

James E. Morgan Cancer Research Fund,
Annapolis, MD

Jessup-Provinces Youth Organization,
Hanover, MD

Jillian Foundation, Incorporated,
Hagerstown, MD

Jorieum Health Affiliates, Baltimore, MD

Juwan Howard Foundation, Inc.,
Washington, DC

Kent Island Youth Center, Inc.,
Stevensville, MD

Kids First Tutorial, Inc., Lithonia, GA

Kings Court Project, Inc.,
Washington, DC

Knox Hope Development Corporation,
Baltimore, MD

Lambs Nest, Suffolk, VA

Lance Johnson Foundation, Inc.,
Bethesda, MD

Greater Cleveland Health Education andLegal Reform Institute, Washington, DC

Service Council, Inc., Cleveland, OH

Hare Krishna Food for Life Global, Inc.,
Potomac, MD

Harris Hill Family Resource Center,
Incorporated, Baltimore, MD

Health Care International, Inc.,
Baltimore, MD

Healthpeace, Washington, DC

Healthy Harford, Inc., Fallston, MD

Leonard E. Hicks Multi-Purpose
Community Center, Incorporated,
Baltimore, MD

Literacy Extension Project, Incorporated,
Baltimore, MD

Madison Hope Development
Corporation, Baltimore, MD

Margate Little Theatre, Inc, Berlin, NJ

Mariadjom Cape Verdean Childrens

Heart to Heart House, Lake Jackson, TX Foundation, Inc., Adelphi, MD

Helen Titter Park Committee,
Chesapeake Cy, MD

Helix Foundation, Incorporated,
Chevy Chase, MD

Help our Outdoor Playgrounds, Inc.,
Laurel, MD

Human Capital Development
Corporation, Easton, MD

Ibpat Joint Apprenticeship and Training
Fund, Washington, DC

Inabangnons in the United States and
Canada Inausca, Baltimore, MD

24

Marion Creative Play Area, Inc.,
Marion, VA

Maryland Energy Conservation, Inc.,
Fallston, MD

Maryland Neuro Rehab Foundation, Inc.,
Frederick, MD

Maryland Stallions Youth Association,
Inc., Suitland, MD

Maryland World War Il Memorial Fund,
Inc., Baltimore, MD

McS Referral & Resources, Inc.,
Baltimore, MD
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Medical Missions, Inc., Hunt Valley, MD PATS Pregnant Adolescent Teen ServiceSturdy Black Bridges, Washington, DC

Mega Institute, Washington, DC

Memories, Inc., Fort Lauderdale, FL

Metro Deaf-Blind Service Center, Inc,
Rockville, MD

Metropolis Uplift, Inc., Washington, DC

Mid-Shore Athletic Association, Inc.,
Preston, MD

Incorporated, Daytona Beach, FL

Lusby, MD

Pets for Luv Animal Rescue,
Alexandria, VA

Pillar of Truth, Baltimore, MD

Pip Ministries, Washington, DC

Moms Ink, Inkorporated, Pride in America Leadership Institute,
San Juan Capistrano, CA Alexandria, VA

Montessori Resource Center of Delawardlrince Georges County Tricentennial
Inc., Wilmington, DE Celebration Foundation, Inc.,

Montgomery County Alliance for Riverdale, MD
Educational Excellence, Inc., Prof. Assoc. of Teachers Foundation,
Silver Spring, MD Virginia Beach, VA

Mountain Wilderness Camp, Easley, SC Project Promise, Baltimore, MD

Multimedia Productions, Inc., Project Soar, Washington, DC
College Park, MD Prophecy, Inc., Washington, DC

Multi-Ventures Community Services, Rapid Action Food Team, Dublin, OH
Inc., Randallstown, MD

National Amputee Empowerment
Foundation, Washington, DC

National Anti-Child Abuse Movement,
Inc., Washington, DC

Remy Foundation for Batten Disease,
Woodinville, WA
Research Education and Action on
Poverty, Inc., Washington, DC
National Association for Recreational  Reservoir Hill H.O.P.E., Inc.,
Equality, Inc., Rockville, MD Baltimore, MD
National Family for the Advancement of Riverside Walter Reed Hospital
Minorities with Disabilities, Auxiliary, Inc., Gloucester, VA
Washington, DC Rockville Football League, Inc.,
National Law Enforcement Integrity Rockville, MD
Institute, Inc., Annapolis, MD Rural Health Missions, Inc.,
National Lesbian and Gay Health Gaithersburg, MD
Association, Washington, DC Safe Eddy Childrens Educational
Nebo Christian Ministries, Inc., Foundation, Tustin, CA
Baltimore, MD Sandtown-Winchester Senior Center,
New Jersey Center for Economic Policy Inc., Baltimore, MD

Success International, Ltd.,

Peace or War Calm or Storm Foundation, Alexandria, VA

Suitland Housing Corporation A
Community Housing Development,
Org., McLean, VA

Sunday Suppers, Washington, DC

Sunflower House, Inc., Washington, DC

Sustainable Earth, Inc., Arlington, VA

Teen Drama Productions, Inc., Sterling, VA

Theatre Conspiracy, Washington, DC

Tranquility Breast Cancer Foundation,
Salem, VA

Trees for Frederick Project, Ltd.,
Frederick, MD

Trinity Hope Development Corporation,
Baltimore, MD

Truth Publications, Incorporated,
Camdenton, MO

Reigning Cats & Dogs, Inc., Stafford, VA Uet-Lahore Alumni Association America,

Inc., Gaithersburg, MD

UMOJA of Illinois, Homewood, IL

Unified Committee for Afro-American
Contributions, Lexington Park, MD

United for Change Community
Development Corporation,
Washington, DC

United States Deaf Soccer Organization,
Bethesda, MD

United States Military Polo Association,
Inc., Fairfax, VA

Unlimited Sports Abroad, Quinton, VA

Upper Room Emmaus of Lynchburg
Central Virginia, Lynchburg, VA

US-Azerbaijan Humanitarian Fund, Inc.,
Rockville, MD

and Education, Inc., New Brunswick, NJSave Another Youth, Inc., Baltimore, MD Vegetarian Institute of Nutrition and

New Moment, Inc., Washington, DC

Northumberland Preservation, Inc.,
Heathsville, VA

Open Arms Foundation, Inc,
Capitol Heights, MD

Operation Shield, Inc., Roselle, NJ

Opportunity, Inc., Gambrills, MD

Oppositional Poster Conservation
Initiative Opci, Washington, DC

Orwell Institute, Washington, DC

Oxford Academy of the Arts,
Washington, DC

Paik-Inje Memorial Institute for
Biomedical Science, La Jolla, CA

Pandoras Closet, Inc., Towson, MD

Panthers Playground Foundation, Inc,
Huntington, MD

Parent Support Group for Children with
Sickle Cell Disease, Washington, DC

Partners for Americas Success,
Washington, DC

Scott Anderson Christian Baseball
Scholarship Fund, Arlington, TX

La Plata, MD
Serve, Washington, DC

Fund, Chester, MT

Ltd., Washington, DC

Charlotte Court House, VA
Southwest Community Council, Inc.,

Baltimore, MD

Inc., California, MD

Inc., Lexington Park, MD

Stop Looking the Other Way (SLOW),
Inc., Bethesda, MD
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Shane Chadwick Memorial Scholarship

Society to Prevent Trade in Stolen Art,

St. Marys County Football Organization,

St. Marys County Youth Lacrosse Club,

Schools Around the World, Arlington, VA Culinary Arts, Inc., Ellicott City, MD

Vietnamese American Society,
Washington, DC

Senior Services of Charles County, Inc., Wacel Memorial Scholarship Fund, Inc.,

Bethesda, MD
Washington Campus for Academic
Programs, Inc., Washington, DC
Washington County Public Schools
Foundation, Inc., Hagerstown, MD
Washington Sports Foundation, Inc.,

Something Simple Foundation, Newark, NJ Bethesda, MD
Southern Virginia Rail Trail Committee, Widowed Persons Service of the Eastern

Shore Virginia, Onancock, VA

Winfield Park Teachers Association
Philanthropic Fund, Inc.,
Winfield Park, NJ

Women’s Education Foundation,
Denver, CO

Women’s Research and Education
Institute Fund - The Wrei Fund,
Washington, DC
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Wood Bros. Museums & Virginia tions (REG-107186-00, 2001-13 |.R.BFederal Registeron Wednesday, Febru-
Motorsports Hall of Fame, Stuart, VA 973) relating to voluntary electronic fur-ary 14, 2001 (66 FR 10247), announced
Worcester Chorale, Inc., Berlin, MD nishing of payee statements on Formthat a public hearing was being held on
World Medical Mission, Inc., W-2. June 4, 2001, regarding proposed regula-
Gaithersburg, MD _ _ DATES: The public hearing is being heldﬂons. under sectl_ons 6041 and 605_1. A
Yonatans Story, Inc., Silver Spring, MD earing cancellation document was inad-
] . on Wednesday, July 25, 2001, at 10 a.m. : . .
Youth Enrichment Services, Inc., Outlines of oral comments must be re\_/ertently published in thEederal Regis-
Baltimore, MD ceived by Julv 6. 2001 ter on May 23, 2001 (66 FR 28408).
Youth Works, Inc., Gosburg, VA Y ulyo, ' Thus, the IRS is rescheduling the public
o ~ ADDRESSES: The public hearing ishearing for Wednesday, July 25, 2001, at
~ It an organization listed above submitg)eing held in room 4716, Internal Rev-10 a.m. in room 4716. Outlines of oral
information that warrants the renewal ognye Building1111Constitution Avenue, comments must be received by July 6,
its classification as a public charity or as Washington, DC. Send submissiong001.

private operating foundation, the Internajy: Regulations Unit CC (REG-107186-

Revenue Service will issue a ruling or deoo)' room 5226, Internal Revenue Ser- Cynthia E. Grigshy,
termination letter with the revised classiyice, POB 7604, Ben Franklin Station, Chief, Regulations Unit,
fication as to foundation status. Gra”torWashington, DC 20044. Submissions Office of Special Counsel

and contributors may thereafter rely upofay be hand delivered between the hours (Modernization & Strategic Planning).
such ruling or determination letter as propf g a.m. and 5 p.m. to: Regulations Unit_ _ '

vided in section 1.509(a)-7 of the Incom@c (REG-107186-00), Courier’s DeSk,(F”ed by the Office of the Fe('jeral I.?eglst(.er on June
Tax Regulations. It is not the practice Ofnternal Revenue Servic&111 Constitu- 13, 2001, 8:4}5 a.m., and published in the issue of the
the Service to announce such revised C|a§0n Avenue NW, Washington, DC. Alter- Federal Register for June 14, 2001, 66 F.R. 32279)

nal Revenue Bulletin. of oral comments electronically directly
to the IRS Internet site at
http://www.irs.gov/tax_regs/regslist.html.

FOR FURTHER INFORMATION CON-
TACT: Concerning the regulations, Laura
Announcement 2001-71 Nash (202) 622-4910; concerning sub-

missions, Sonya M. Cruse (202) 622-
AGENCY: Internal Revenue Service 7180 (not a toll-free number).

(IRS), Treasury.
) ~ SUPPLEMENTARY INFORMATION:
ACTION: Rescheduled public hearing

on proposed rulemaking. Background

Electronic Payee Statements;
Hearing

SUMMARY: This document reschedules A notice of proposed rulemaking and
the public hearing on proposed regulanotice of public hearing, appearing in the

July 2, 2001 26 2001-27 I|.R.B.



Definition of Terms

Revenue rulings and revenue procedurgslies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulinggosition. (Compare witlamplifiedand of terms is used. For examplaodified
use the following defined terms to deelarified, above). and supersedediescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation ofn a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because atiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sulmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancesposition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languaggebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in ¢he new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflished that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeés used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancend regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but notthat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

E.O—Executive Order. PHC—Personal Holding Company.

AbbreVIatlonS ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for-ERISA—Employee Retirement Income SecurityPR—Partner.
merly used will appear in material published in the
y PP P Act. PRS—Partnership.

Bulletin.

- EX—Executor. PTE—Prohibited Transaction Exemption.
A—Inleldugl. F—Fiduciary. Pub. L—Public Law.
Acq.—.A(?qwescence. FC—Foreign Country. REIT—Real Estate Investment Trust.
e et o S o, o e e
BK—Bank. FPH—Forei;]n Personal Holding Compapny g Revw Rul-Revenue Ruling

' S—Subsidiary.
B.T.A—Board of Tax Appeals. F.R—Federal Register.
C—Individual. FUTA_Federal Unemployment Tax Act. S.P.R—Statements of Procedural Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.
CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.
Cl—City. GE_Grantee. T.C—Tax Court. .
COOPR—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision. GR—Grantor. TFE—Transferee.
CY—County. IC—Insurance Company. TFR—Transferor.
D—Decedent. I.R.B—Internal Revenue Bulletin. T.I.LR—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.
DE—Donee. LP—Limited Partner. TR—Trust.
Del. Order—Delegation Order. LR—Lessor. TT—Trustee.
DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacc—Nonacquiescence. X—Corporation.
E—Estate. O—Organization. Y—Corporation.
EE—Employee. P—Parent Corporation. Z—Corporation.
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D Treasury Decision plans and volume submitter plans (Ann

TDO Treasury Department Order

12) 6,526

Letter rulings:
Determination letters and information

EMPLOYEE PLANS letters issued by Associates Chief
Advance letter rulings and determination ~ Counsel (RP 1) 11

letters, areas which will not be issued Information letters, etc. (RP 4) 121

from: Life insurance contracts, “split-dollar”

Associates Chief Counsel & Division arrangements (Notice 10) 859

Counsel/Associate Chief CounseMaster and prototype and volume submit-
ters, requests for opinion and advisorQualified retirement plans:

(TE/GE) (RP 3) 1111, correction
(Ann 25) 11,895 letters (Ann 63) 251344
Associate Chief Counsel InternationalNondiscrimination rules, governmental
(RP7) 1,236 and church plans, relief from (Notice 9)
Cafeteria plans, tax treatment of (TD 8921) 4,375

7, 532 correction (Ann 43) 181147 Practice before the Internal Revenue
Service; Circular 230 (REG-111835-Regulations:

(REG-209461-79) §12
Compensation and qualified transporta- 99) 11,834
tion fringe benefits (Notice 37) 25,Proposed Regulations:
1340 26 CFR 1.125-1 Q&A-8, amended;
Defined benefit pension plan, transfer of  1.125-2 Q&A-6(a), amended;
excess assets (REG-116468-00) 6, 1.125-2 Q&A-6(b), (c), and (d),
522 withdrawn; 1.125-2 Q&A-6(e),
Determination letters:
Issuing procedures (RP 6)194
Notice to interested parties requirement
(REG-129608-00) 14,011
Employee Plans Compliance Resolution
System (EPCRS), updated (RP 17589
Employee stock ownership plans,
deductibility of redemption proceeds
(RR 6) 6,491

July 2, 2001

712
26 CFR 1.401(a)(9)-0 through -8,

8, added; 54.4974-2, added;
required minimum distributions

—00) 11,865

Vi

redesignated as (b); tax treatment of
cafeteria plans (REG-209461-79) 8,

added; 1.403(b)-2, added; 1.408-

(REG-130477-00 and REG-130481

EMPLOYEE PLANS—
Cont.

26 CFR 1.417(e)-1, amended; special
rule for written explanation by quali-
fied retirement plans provided after
annuity starting date (REG-109481—
99) 13,961

26 CFR 1.420-1, added; defined bene-
fit pension plan, transfer of excess
assets (REG-116468-00)322

26 CFR 1.7476-2, amended; 601.201,
amended; advance determination let-
ter, notice to interested parties
requirement (REG-129608-00) 14,
1011

26 CFR 54.9802-1, amended; group
health plans, HIPAA nondiscrimina-
tion requirements, eligibility not lim-
ited by certain health factors
(REG-114082-00) B29

26 CFR 54.9802-1(f), amended; group
health plans, HIPAA nondiscrimina-
tion requirements, bona fide well-
ness programs (REG-114084-00) 7,
633

26 CFR 54.9802-2, added; group
health plans, HIPAA nondiscrimina-
tion requirements for certain grand-
fathered church plans, exception
(REG-114083-00) B30

31 CFR Part 10, amended; practice
before the Internal Revenue Service;
Circular 230 (REG-111835-99) 11,
834

Required minimum distributions (Ann
18) 10,791

Written explanation provided after
annuity starting date (REG-109481—
99) 13,961

26 CFR 1.125-4, amended; 1.125-4T,
removed; tax treatment of cafeteria
plans (TD 8921) 7532; correction
(Ann 43) 18,1147

26 CFR 54.4980B-0 through -8,
amended; 54.4980B-9, -10, added;
group health plans, continuation
coverage requirements (TD 8928) 8,
685

26 CFR 54.9802-1, added; 54.9802—1T,
removed; group health plans, HIPAA
nondiscrimination requirements, eli-
gibility not limited by certain health
factors (TD 8931) 7542, correction
(Ann 37) 16,1090
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EMPLOYEE PLANS— EMPLOYMENT TAX— ESTATE TAX—Cont.
Cont. Cont.

Required minimum distributions (REG- 26 CFR 31.6051-1, amended; electrorCharitable deductions, guaranteed annuity

130477-00 and REG-130481-00)385 ic payee statements, voluntary and unitrustinterest (TD 8923) 485

Technical advice to: (REG-107186-00) 1373 Definition of income, total return, equitable
Directors and chiefs, appeals offices, 26 CFR 31.6205-1, revised; interest- adjustments (REG-106513-00) 1676

from Associates Chief Counsel free adjustments (REG-110374—-00%eneration-skipping transfer tax and reten-

& Division Counsel/Associate Chief 12, 915 correction (Ann 44) 18, tion of exempt status (TD 8912) &2

Counsel (TE/GE) (RP 2) T9 1148 correction (Ann 40) 171141
IRS employees (RP 5) 164 26 CFR 31.6302-1, amended; 31.630mterest:

User fees, request for letter rulings (RP 8)  (c)-3, amended; removal of Federal Rates:

1,239 Reserve banks as federal depositaries Farm real property, special use value
(REG-107176-00) 428 (RR 21) 181144
31 CFR Part 10, amended; practic®ractice before the Internal Revenue

EMPLOYMENT TAX before the Internal Revenue Service; Service; Circular 230 (REG-111835-99)

Deposits—de minimigule (TD 8946) 24, Circular 230 (REG-111835-99) 11, 11,834
1332 834 Proposed Regulations:

Electronic filing and magnetic media;Railroad retirement, rate determination, 26 CFR 1.641(b)-3, amended;
IRS/SSA information reporting semi- quarterly: 1.642(c)-1, revised; 1.645-1, added;
nars for 2001 (Ann 64) 23,344 January 1, 2001, 258 1.671-4, amended; 1.6072-1, amend-

Electronic filing, Form 940 (RP 9) 328 April 1, 2001, 151054 ed; 301.6109-1, amended; election to

Electronic furnishing of payee statementsRegulations: treat trust as part of an estate
voluntary (TD 8942) 13, 929 26 CFR 31.6051-1T, added; electronic  (REG-106542-98) %73 correction
(REG-107186-00) 1373 payee statements, voluntary (TD  (Ann 24) 10,793

Federal tax deposits, removal of Federal 8942) 13929 26 CFR 20.2056(b)-5, -7, —10, amend-
Reserve banks as depositaries (TD 26 CFR 31.6053-1, -4, amended; ed; 20.2056A-5, amended; 20.2056A—
8918) 4,372 (REG-107176-00) 4128 tips, tip reporting, employer estab- 13, revised; definition of income for

Forms: lished electronic systems (TD trust purposes (REG-106513-00)
W-2, new code (Ann 7) 357 8910) 2,258 16,1076
W-2, voluntary electronic furnishing of 26 CFR 31.6302-1(f)(4), revised; 31 CFR Part 10, amended; practice before

payee statements (TD 8942) 929 31.6302-IT, removed; federal the Internal Revenue Service; Circular

(REG-107186-00) 1373 employment tax deposi#sde min- 230 (REG-111835-99) 1834
W-2 and W-3, specifications for private imisrule (TD 8946) 241332 QTIP elections, estate tax and nullity (RP

printing of paper substitutes (RP 26) 26 CFR 301.6302-1T, added; removal 38) 24,1335

17, 1093 correction (Ann 59) 23, of Federal Reserve banks as depodRegulations:

1331 taries (TD 8918) 4372 26 CFR 20.2055-2, amended; charitable
940, electronic filing (RP 9) 328 Reporting requirements for interest on  deductions, guaranteed annuity and
1098-E, voluntary electronic furnishing deposits paid to nonresident aliens unitrust interest (TD 8923) @85

of payee statements (TD 8942) 13, (REG-126100-00) 1B62 26 CFR 26.2601-1, amended; genera-

929 (REG-107186-00) 1373 Statutory stock options (Notice 14)51,6 tion-skipping transfer issues (TD
1098-T, voluntary electronic furnishing Tips: 8912) 5,452 correction (Ann 40) 17,

of payee statements (TD 8942) 13, Tips reporting: 1141

929 (REG-107186-00) 1373 Employer-designed tip reporting, Trusts, election to treat trust as part of an

Indian tribal governments under FUTA, food and beverage industry estate (REG-106542—98)4&2 correc-
treatment of (Ann 16) &15 (EmTRAC) programs (Notice 1) tion (Ann 24) 10,793

Interest-free adjustments (REG-110374— 2,261 Valuation of art requests, change of address
00) 12,915 correction (Ann 44) 18, Employer established electronic sys- for submissions (Ann 22) 1895
1148 tems (TD 8910) 2258

Practice before the Internal Revenue  Voluntary tip reporting agreements
Service; Circular 230 (REG-111835— proformas (TRDA and TRAC) EXCISE TAX
99) 11,834 (Ann 1) 2,277 Administrative appeal of section 6715

Proposed Regulations: penalties (dyed fuel) and sections 4083
26 CFR 31.3406(g)-1(d), revised; and 7342 penalties (refusal) (RP 33) 23,

reporting requirements for interestESTATE TAX 1322

on deposits paid to nonresidenfrt valuation requests, change of addressir transportation, mileage awards

aliens (REG-126100-00) 1862 for submissions (Ann 22) 1895 (Notice 6) 3,327
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EXCISE TAX—Cont. EXEMPT ORGANIZA- EXEMPT ORGANIZA-
TIONS TIONS—Cont.

Deposits of excise taxes (REG-106892Advance letter rulings and determinatiorTechnical advice to:
00) 15,1060 letters, areas which will not be issued Directors and chiefs, appeals offices,
Excess benefit transactions (TD 8920) 8, from Associates Chief Counsel & from Associates Chief Counsel &
654 (REG-246256-96) 8713 hear- Division Counsel/Associate Chief Division Counsel/Associate Chief

ing scheduled (Ann 61) 22296 Counsel (TE/GE) (RP 3) 111; correc- Counsel (TE/GE) (RP 2) 9
Forms: tion (Ann 25) 11895 IRS employees (RP 5) 164
720-CS, Carrier Summary Report (AnrExcise taxes on excess benefit transatiser fees, request for letter rulings (RP 8)
48) 19,1168 tions (TD  8920) 8, 654 1,239
720-TO, Terminal Operator Report (REG-246256—-96) &13 public hear- Withholding, Voluntary Compliance on
(Ann 48) 19,1168 ing (Ann 61) 221296 Alien Withholding Program (VCAP)
Nonconventional source fuel, inflationForms: (RP 20) 9,738
adjustment factor, reference price, CY 990, request for comments (Ann 33)
2000 (Notice 31) 171093 17,1137
Practice before the Internal Revenue 990-EZ, request for comments (AnnGIFT TAX
Service; Circular 230 (REG-111835-  33) 17,1137 Art valuation requests, change of
99) 11,834 990-PF, request for comments (Ann address for submissions (Ann 22) 11,
Proposed Regulations: 33) 17,1137 895
26 CFR 40.0-1, amended; 40.6011(dndian tribal governments treated agharitable deductions, transfers to char-
-1, -2, amended; 40.6071(a)-1, states, list (RP 15) 365 itable lead trust (TD 8923) &85
amended; 40.6071(a)-2, removed:etter rulings, information letters, etc.Definition of income, total return, equi-
40.6091-1, amended; 40.6101-1, (RP4) 1,121 table adjustments (REG-106513-00)

revised; 40.6109(a)-1, revisedlList of organizations classified as private 16,1076

40.6151(a)-1, revised; 40.6302(c) foundations (Ann 35) 161087 (Ann Practice before the Internal Revenue

-1, -2, revised; 40.6302(c)-3, 45) 18,1148 (Ann 47) 19,1165 (Ann Service; Circular 230 (REG-111835—

amended; 40.6302(c)-4, removed; 57) 20,1187 (Ann 60) 21,1287 (Ann 99) 11,834

40.9999-1, removed; deposits of 66) 25,1345 (Ann 68) 26,1357 Proposed Regulations:

excise taxes (REG-106892-00) 15Plain language publications and volun- 26 CFR 25.2523(e)-1, amended;

1060 tary compliance programs (Ann 14) 7, 25.2523(h)-2, amended; 26.2601-1,
26 CFR 53.4958-0 through —8, added; 648 amended; definition of income for

excise taxes on excess benefit tranfractice before the Internal Revenue trust purposes (REG-106513-00)

actions (REG-246256-96) 13 Service; Circular 230 (REG-111835— 16,1076

hearing scheduled (Ann 61) 22, 99) 11,834 31 CFR Part 10, amended; practice

1296 Proposed Regulations: before the Internal Revenue Service;
31 CFR Part 10, amended; practice 26 CFR 53.4958-0 through -8, added;  Circular 230 (REG-111835-99) 11,

before the Internal Revenue Service;  excise taxes on excess benefit trans- 834

Circular 230 (REG-111835-99) 11, actions (REG-246256-96) 13 QTIP elections, estate tax and nullity (RP

834 public hearing (Ann 61) 22,296 38) 24,1335
Publication 3536, Excise Tax EDI Guide 31 CFR Part 10, amended; practicRegulations:
(Ann 48) 19,1168 before the Internal Revenue Service; 26 CFR 25.2522(c)-3, amended; chari-
Regulations: Circular 230 (REG-111835-99) 11, table deductions, lifetime charitable
26 CFR 48.4081-8, revised; taxable 834 lead trust (TD 8923) &85
fuel measurement (TD 8945) 23 Regulations: Valuation of art requests, change of
1300 26 CFR 53.4958-0T through —8T, address for submissions (Ann 22) 11,

26 CFR 53.4958-0T through -8T, added; 53.4963-1, amended; 895
added; 53.4963-1, amended; 301.6213-1, amended; 301.6501(e)
301.6213-1, amended; 301.6501(e) -1, amended; 301.6501(n)-1,
-1, amended; 301.6501(n)-1, amended; 301.7422-1, amendeal;NCOME TAX
amended; 301.7422-1, amended; 301.7454-2, amended; 301.7611-1Accounting periods:
301.7454-2, amended; 301.7611-1, amended; 602.101, amended; excise Approval by the Commissioner (Notice
amended; 602.101, amended; excise taxes on excess benefit transactions 34) 23,1302

taxes on excess benefit transactions (TD 8920) 8,654 Automatic approval (Notice 35) 23,
(TD 8920) 8,654 Revocations (Ann 20) 8/16, (Ann 36) 1314
Taxable fuel measurement (TD 8945) 23, 16,1089 (Ann 46) 19,1165 (Ann 67) Advance letter rulings and determination let-
1300 26,1357 ters, areas which will not be issued from:
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INCOME TAX—Cont. INCOME TAX—Cont. INCOME TAX—Cont.

Associates Chief Counsel & Division Consolidated groups, tentative carry- Research credits:

Counsel/Associate Chief Counsel  pack adjustments (TD 8919) 605 Comments requested on final regu-
(TE/GE) (RP 3) 1111 correction (REG-119352-00) &25 lations (Notice 19) 10784
(Ann 25) 11,895 Distributions of stock or securities in Computing for increasing research
Associate Chief Counsel International connection with an acquisition: activities that include suspension
(RP7) 1,236 Purchase of 50% or greater inter- periods (Notice 2) 2265
Advance Pricing Agreement program est in the corporation making Extension of time to file, with
(APA) (Ann 32) 17,1113 the distribution or being dis- expired suspension periods
Aircraft maintenance costs (RR 4)285 tributed (REG-107566-00) 3, (Notice 29) 14989
Appeals, extension of test of mediation 346 Cumulative Bulletin 1998—2, numerical
procedure (Ann 9) 357 Withdrawal of REG-116733-98 finding list, finding list of current
Archer MSA (Ann 21) 9752 (Ann 11) 4,432 actions on previously published items
Art valuation requests, change of address Recognition of gain on certain distribu- and index; corrections (Ann 5) 286
for submissions (Ann 22) 1895 tions of stock or securities (TD 8913)Dealers in securities futures contracts
Asset acquisitions, deemed and actual, 3 300 correction (Ann 26) 11896 (Notice 27) 13942
purchase price allocations (TD 8940) Tax shelter: Debt instrument, annuity issued by insurance
15,1016 correction (Ann 53) 201186 Contingent liability (Notice 17) %30  company (REG-125237-00) 21,9
Attorney’s fees, recovery of (TD 8922) 6, Intermediary transactions (NoticeDebt substitution, election to treat as real-
508 (REG-121928-98) 620 16) 9,730 ization event (RP 21) 942

Automobile owners and lessees, determgost-of-living adjustments for inflation, Definition of income, total return, equi-
nation of correct tax liability, 2001 2001 (RP 13) 3337 clarified (Notice table adjustments (REG-106513-00)

inflation adjustment (RP 19) 932 12) 3,328 16,1076
Bureau of the Census, disclosure of returgredits: Disclosure of returns or return informa-
information (TD 8943) 15,1054 Deemed-paid credit computations tion to:
REG-121109-00) 13,064 (REG-104683-00) 4407 correc- Bureau of the Census (TD 8943) 15,
Business expenses: tion (Ann 42) 18,1147 1054 (REG-121109-00) 13064
Captive insurance transactions (RR 31) Foreign tax credit limitations: Designee of taxpayer (TD 8935) 8,
26,1348 Affiliated groups and interest expense 702 (REG-103320-00) &14
Changes in method of accounting allocations (TD 8916) 436Q cor- Disqualified person, definition of
(Notice 23) 12911 rection (Ann 41) 181147 (REG-107175-00) 1371
Case Resolution Pilot Program, extension  Income subject to separate limitaEarnings and profits adjustments, exercise
(Notice 13) 6514 tions (REG-104683-00) 407 of stock option (RR 1) 9726
Charitable deductions, transfers to chari- Increasing research activities, definitiorElecting small business trusts; ESBT:
table lead trust (TD 8923) 885 of qualified research (TD 8930)433 Qualifications and treatments (REG—
Classification of certain business enti- Low-income housing credit: 251701-96) 4396
ties, check-the-box regulations Resident population estimates, 2001 Tiered structures (TD 8915) 3859
(REG-110659-00) 1917 (Notice 21) 11818 Electronic and magnetic filing, specifica-
Consumer Price Index (CPI) adjustments,  Satisfactory bond; “bond factor” tions for Forms:
below-market loans (Ann 19) 1091 amounts for the period: W-4, Employee’'s Withholding Al-
Contribution in aid of construction (CIAC), October through December 2000 lowance Certificate (RP 16) 876
regulated public utilities, water or sewer- (RR 2) 2,225 1042-S, Foreign Person’s U.S.
age disposal (TD 8936) 920 January through March 2001 (RR Source Income Subject to
Conversion to the euro (TD 8927) BD7 10) 10,755 Withholding (Ann 3) 2278
Corporate reorganizations; mergers and April through June 2001 (RR 19) 8851, Summary of Archer MSAs
acquisitions: 18,1143 (RP 31) 20,1170
Forward triangular merger (RR 24) New markets tax (Ann 49) 20183 Electronic filing and magnetic media;
22,1290 Nonconventional source fuel credit, IRS/SSA information reporting semi-
Reverse triangular merger (RR 25)  qualified fuels under section 29 nars for 2001 (Ann 64) 29,344
22,1291 (©)(1)(C), solid fuel from coal, pri- Electronic furnishing of payee statements,
Tender offer and a merger, step  vate letter rulings (RP 30) 19163 voluntary (TD 8942) 13, 929
transactions (RR 26) 23297 modified (RP 34) 221293 (REG-107186-00) 1373
Corporations: Renewable electricity production cred-Employee stock ownership plans, deduc-
Assumed liabilities (TD 8924) 6{89 it, 2001 inflation adjustment (Notice tibility of redemption proceeds (RR 6)
(REG-106791-00) 21 33) 19,1155 6,491
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INCOME TAX—Cont. INCOME TAX—Cont. INCOME TAX—Cont.

Entity classification rules, clarification of 1098-T, voluntary electronic furnishing Reserve rate tables, insurance com-
(REG-101739-00) 14996 of payee statements (TD 8942) 13, panies (RR 11) 1,80
Equity options, qualified covered call 929 (REG-107186-00) 1373 Underpayments and overpayments,
treatment (REG-115560-99) 1993 1120, Schedule N, Foreign Operations quarter beginning:
Exclusion of gain from the sale or exchange  of U.S. Corporations (Ann 13) 52 April 1, 2001 (RR 16) 13936
of a taxpayer’s principal residence (Ann 7004, Application for Automatic Exten- July 1, 2001 (RR 32) 26,350
52) 20,1186 sion of Time to File Corporation Incomelnterest on deposits paid to nonresident
Exempt organization revocations (Ann 20)  Tax Return, new (Notice 29) 1989 aliens reporting requirements (REG-
8,716 (Ann 36) 16,1089 (Ann 46) 19, 8851, Summary of Archer MSAs, spec- 126100-00) 11862 correction (Ann
1165 ifications for filing magnetically or  50) 20,1184
Extraterritorial income exclusion elec- electronically (RP 31) 2@170 Inventory:
tions (RP 37) 231327 8875, Taxable REIT Subsidiary Elec- Floor stocks payments (RR 8)726
Federal tax deposits, removal of Federal tion, revised (Ann 17) 816 LIFO:
Reserve banks as depositaries (TD 8918)edging transactions (REG-107047-00)  Optional dollar-value LIFO invento-
4,372 (REG-107176-00) 4128 14,1002 ry computation method for used
Financial asset securitization investmertlyperinflationary currency, definition of vehicle dealers (RP 23) 1034
trusts (FASITs) (RP 12) 335 (TD 8914) 8,653 Price indexes used by department
FOIA administrative appeals, authoritylnformation reporting: stores for:
transferred to Chief, Appeals (Ann 58) Discharges of indebtedness (Notice 8) November 2000 (RR 5) 851
22,1295 4,374 December 2000 (RR 9) 852
Foreign corporations, requirements relat- Electronic filing and magnetic media; January 2001 (RR 14) 1898
ing to certain exchanges (TD 8938) 13, IRS/SSA information reporting sem- February 2001 (RR 18) 17092
929 (LR-230-76) 13945 inars for 2001 (Ann 64) 23,344 March 2001 (RR 23) 20,169
Foreign sales corporation transfer pricing, Exceptions, payments made by service- April 2001 (RR 28) 8, 1338
grouping rules (TD 8944) 18067 recipients (Notice 38) 24,334 Joint and several liability, relief from
Forms: Payments of qualified tuition and pay- (REG-106446-98) 1345
W-2: ments of interest on qualified educakKorean mutual agreement (Ann 34) 1687
New code (Ann 7) 3357 tion loans, magnetic media filing Last known address:
Voluntary electronic furnishing of requirements (Ann 10) 431 Change of address, how to notify the
payee statements (TD 8942) 13, Payments to attorneys (Notice 7344 IRS (RP 18) 8708
929 (REG-107186-00) 1373 Installment sales; changes in method of Definition; use of U.S. Postal Service
W-2 and W-3, specifications for private accounting (Notice 22) 1311 database (TD 8939) 18299

printing of paper substitutes (RP 26)nsurance, captive insurance transactionketter rulings, determination letters, and
17, 1093 correction (Ann 59) 23, “economic family theory” (RR 31) 26, information letters issued by Associates

1331 1348 Chief Counsel (RP 1) 1,

W-4, Employee’s Withholding Allow- Insurance companies: Levied upon property; return of
ance Certificate, specifications for Interest rate tables (RR 11) I(80 (REG-101520-97) 18,057
filing magnetically or electronically ~ Tentative differential earnings rateLife insurance contracts, “split-dollar”
(RP 16) 4376 and tentative recomputed differen- arrangements (Notice 10) 459

W-9, Request for Taxpayer Identifi- tial earnings rate (Notice 24) 12,Long-term contracts:
cation Number and Certification 912 Accounting for (TD 8929) 10756 cor-
(Ann 15) 8,715 Interest: rection (Ann 56) 211286

990, request for comments (Ann 33) Investment: Mid-contract change in taxpayer
17,1137 Federal short-term, mid-term, and (REG-105946-00) 16,069

990-EZ, request for comments (Ann long-term rates for: Methods of accounting:
33) 17,1137 January 2001 (RR 3) 319 General rule for 2001 (RP 24) 1188

990-PF, request for comments (Ann February 2001 (RR 7) B41 Inventories, small taxpayers (RP 10) 2,
33) 17,1137 March 2001 (RR 12) 1811 272

1042-S, specifications for filing mag- April 2001 (RR 17) 151052 Short-term loans, stated interest, cash
netically or electronically (Ann 3) 2, May 2001 (RR 22) 191152 method banks, automatic change (RP
278 June 2001 (RR 27) 23298 25) 12,913

1098-E, voluntary electronic furnishing Rates: Mortgage bonds and credit certificates,
of payee statements (TD 8942) 13, Farm real property, special use value median income figures — 2001 (RP 35)
929 (REG-107186-00) 1373 (RR 21) 18,1144 22,1293
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INCOME TAX—Cont. INCOME TAX—Cont.

Nonconventional source fuel credit: 26 CFR 1.301-1, amended; liabilities
Inflation adjustment factor, reference assumed in certain corporate transac-
price, CY 2000 (Notice 31) 172,093 tions (REG-106791-00) 621
Qualified fuels under section 29(c) 26 CFR 1.355-0, amended; 1.355-7,
(1)(C), solid fuel from coal, private added; recognition of gain on certain
letter rulings (RP 30) 19,163
Partnerships:

Automatic permission for securities

connection with an acquisition
(REG-107566-00) 346

partnerships to aggregate built-in 26 CFR 1.367(b)-3, -8, corrected; 26 CFR 1.1092(c)-1,

gains and losses (RP 36) 2326 stock transfer rules, carryover of
Corporate partner’s stock, partnership  earnings and taxes (Ann 51) 2085
termination (REG-106702-00) 4, 26 CFR 1.381(c)(4)-1, revised;
424; correction (Ann 28) 1375 1.460-0, —4, amended; 1.460-6(g),
Final short-year tax return, determina-  revised; long-term contracts, mid-
tion of basis (Notice 5) 327 contract change in taxpayer
Mergers and divisions (TD 8925) 6, (REG-105946-00) 16,069
496
Taxable year, partner and partnership,
foreign partners (REG-104876-00)
14,998
Practice before the Internal Revenue

-1, added; 1.1361-0, —1, amended,;
1.1362-6, —7, amended; 1.1377-1,
—3, amended; electing small business
trusts (REG-251701-96) 396

Service; Circular 230 (REG-111835- 26 CFR 1.642(c)-2, amended;
99) 11,834 1.643(a)-3, revised; 1.643(b)-1,
Pre-filing agreement program: revised; 1.651(a)-2, added;

Annual report, Large and Mid-Size
Business Division (Ann 38) 17,
1138

Pre-filing examinations (RP 22) 945

Presidentially declared disaster areas:

Disaster and combat zone, tax-related
deadlines (TD 8911) 321

Major disaster and emergency areas

definition of income for trust purpos-
es (REG-106513-00) 16076
26 CFR 1.705-1, amended; 1.705-2,

sale of a corporate partner’s stock
(REG-106702—-00) 4424, correc-
tion (Ann 28) 13975

(RR 15) 13922 26 CFR 1.706-4, added; tax-
Taxpayers affected by the Cerro Grande  able years of partner and
Fire (Notice 30) 14989 partnership, foreign partners

Private foundations, organizations now
classified as (Ann 35) 16,087 (Ann
45) 18,1148 (Ann 47) 19,1165 (Ann
57) 20,1187 (Ann 60) 21,1287 (Ann
66) 25,1345 (Ann 68) 26,1357 nications activities (REG-106030-
Proposed Regulations: 98) 11,820
26 CFR 1.121-1, -2, corrected; exclu- 26 CFR 1.892-5, added; 1.892-5T,
sion of gain from sale or exchange of
a taxpayer’s principal residence ification of entity classification rules
(Ann 52) 20,1186 (REG-101739-00) 1996

26 CFR 1.141-7, -8, added; 1.141-15, 26 CFR 1.894-1, revised; treaty guid-
amended; obligations of states
and political subdivisions (REG- to domestic reverse hybrid entities
114998-99) 14992 (REG-107101-00) 16,083

26 CFR 1.263(g)-1 through -5, added; 26 CFR 1.902-0, -1,
1.1092(d)-1, amended; capitaliza-
tion of interest and carrying charges
properly allocable to straddles
(REG-105801-00) 1365

2001-27

(REG-104876-00) 14098
26 CFR 1.863-3, amended; 1.863-8,
-9, added; source of income from

amended;

revised; 1.904(b)-1, -2, revised;
1.904(b)-3, —4, removed; 1.904(j)-1,
added; application of section 904 to

I.R.B. Xi

26 CFR

space and ocean activities, commu- 26 CFR 1.6302-1,
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income subject to separate limita-
tions and computations of deemed-
paid credit under section 902
(REG-104683-00) 4407, correc-
tion (Ann 42) 181147

distributions of stock or securities in 26 CFR 1.1031(k)-1, amended; defini-

tion of disqualified
(REG-107175-00) 1371

person

amended,;
1.1092(c)-2, -3, added; equity
options with flexible terms, qualified
covered call treatment (REG-
115560-99) 14993

26 CFR 1.1221-2, revised; 1.1256

(e)-1, revised; hedging transac-
tions (REG-107047-00) 14002

26 CFR 1.444-4, added; 1.641(c)-0, 26 CFR 1.1271-0, amended; 1.1275-1,

amended; debt instruments with
original issue discount, annuity con-
tracts (REG-125237-00) 1219

26 CFR 1.1502-78, amended; corpora-

tions, consolidated groups, tentative
carryback adjustments (REG-
119352-00) 6525

1.661(a)-2, revised; 1.664-3, revised; 26 CFR 1.6013-4, added; 1.6015-0

through -9, added; relief from joint
and several liability (REG-106446—
98) 13,945

added; basis adjustments upon the 26 CFR 1.6041-2, amended; 1.6050S-1,

—2, added; 301.6724-1, amended,;
electronic payee statements, voluntary
(REG-107186-00) 1373
1.6049-4(b)(5), revised;
1.6049-6, amended; 1.6049-8,
revised; reporting requirements for
interest on deposits paid to nonresi-
dent aliens (REG-126100-00) 11,
862 correction (Ann 50) 201184

—2, amended;
removal of Federal Reserve banks as
federal depositaries (REG-107176—
00) 4,428

amended; 301.7701-2, amended; clar- 26 CFR 7.367(c)-1, -2, withdrawn;

requirements relating to certain
exchanges involving a foreign corpo-
ration (LR—230-76) 1345

ance regarding payments with respect 26 CFR 301.6103(c)-1, added; disclo-

sure of return and return infor-
mation to designee of taxpayer
(REG-103320-00) &/14

1.904-0, -4, —6, amended; 1.904-5, 26 CFR 301.6103(j)(1)-1, amended;

disclosure of return information to the
Bureau of the Census (REG-121109—
00) 15,1064
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26 CFR 301.6343-3, added; levied upoRegulations:

property, return of property in certain 26 CFR 1.41-0, -1, —4,

cases (REG-101520-97) 1®57

26 CFR 301.7430-0, removed,;
301.7430-7, added; attorney’s fees,
recovery of (REG-121928-98) %20

26 CFR 301.7701-3, amended; clas-
sification of certain business enti-
ties, check-the-box regulations
(REG-110659-00) 1817

31 CFR Part 10, amended; practice before
the Internal Revenue Service; Circular
230 (REG-111835-99) 1834

Publications:

538, Accounting Periods and Methods,
revised (Ann 54) 211284

547, Casualties, Disasters, and Thefts,
revised (Ann 6) 3357

551, Basis of Assets, revised 2000 (Ann
2) 2,277

575, changes in minimum required dis- 26 CFR 1.132-0,

tributions (Ann 23) 10791

583, Starting a Businesss and Keeping
Records, revised (Ann 8) 357

584-B, Business Casualty, Disaster, and
Theft Loss Workbook, new (Ann 39)
17,1141

590, changes in minimum required dis-
tributions (Ann 23) 10791

954, Tax Incentives for Empowerment
Zones and Other Distressed
Communities, revised (Ann 65) 26,
1357

1187, updated specifications for mag-
netic or electronic filing of Form
1042-S (Ann 3) 2278

1212, supplemental information on
short-term Treasury bills (2000 edi-
tion) (Ann 29) 141014

1245, Specifications for Filing Form
W-4, Employee’s Withholding
Allowance Certificate, magnetically
or electronically (RP 6) 4376

1.41-2, amended; 1.41-3, redesig-
nated as 1.41-3A; 1.41-3, added,;
1.41-5, redesignated as 1.41-4A,

amended; 1.41-6, redesignated as
1.41-5, amended; 1.41-7, redesig- 26
nated as 1.41-5A, amended; 1.41-8,
redesignated as 1.41-6, amended,;

1.41-9, redesignated as 1.41-7;

INCOME TAX—Cont.

(Ann 53) 20,1186

revised; 26 CFR 1.355-0, amended; 1.355-6,

revised; recognition of gain on cer-
tain distributions of stock or securi-
ties (TD 8913) 3,300, correction
(Ann 26) 11,896

CFR 1.367(b)-0, amended;
1.367(b)-12, added; 7.367(b)-12,
removed; stock transfer rules, transi-
tion rules (TD 8937) 11806

1.41-8, added; 1.41-0A through 26 CFR 1.367(b)-3(b)(4), withdrawn;

—8A, removed; 1.41-0A, added;

stock transfer rules (Ann 27) 1897

1.218-0, removed; 1.482-7, amend- 26 CFR 1.444-4T, added; ESBT, elect-

ed; credit for increasing research
activities (TD 8930) 5433

26 CFR 1.118-2, added; contribution

in aid of construction (CIAC), reg-
ulated public utilities, water or
sewerage disposal (TD 8936) 9,
720

-5, amended;

1.132-9, added; 602.101, amended;

qualified transportation fringe bene-
fits (TD 8933) 11,794 correction
(Ann 31) 17,1113

26 CFR 1.141-0, amended; 1.141-7T,

—8T, —15T, revised; 1.141-15, amended,;
1.142(f)(4)-1, added; 1.142(f)(4)-1T,

removed; 1.150-5, added; 1.150-5T,
removed; 601.101, amended; obliga-
tions of states and political subdivisions
(TD 8941) 14977

26 CFR 1.163-7, amended; 1.1271-0,

amended; 1.1275-1(f), —2, revised;
1.1275-2T, removed; 1.1275-7, added;
reopenings of Treasury securities and
other debt instruments, original issue
discount (TD 8934) 1804

26 CFR 1.170A-6, amended; lifetime

charitable lead trust (TD 8923) 485

26 CFR 1.301-1, amended; 1.301-1T,

added; assumed liabilities (TD
8924) 6,489

Qualified transportation fringe benefits 26 CFR 1.338-0 through -7, -10,

(TD 8933) 11,794 correction (Ann 31)
17,1113

Qualified zone academy bonds, limitation
for 2001 (RP 14) 3343

Real estate investment trust (REIT), active
conduct of a trade or business, rents
from real property (RR 29) 26348

Real estate mortgage investment con-
duits (REMICs), safe harbor (RP 12)
3,335
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added; 1.338(h)(10)-1, added;
1.338(i)-1, added; 1.338-0T through
—7T, —10T, removed; 1.338(h)(10)
—1T, removed; 1.338(i)—-1T, removed;

1.1060-1T, removed; 1.1060-1,
added; 1.1361-1, -4, amended;
1.1502-76, amended; 602.101,

amended; purchase price allocations

26 CFR 1.467-0,

ing small business trusts, tiered
structures (TD 8915) 859

26 CFR 1.446-1, amended; 1.451-3,

removed; 1.451-5, amended;
1.460-0, -4, —6, amended; 1.460-1
through -3, revised; 1.460-5, added;
1.460-7, -8, removed; 1.471-10,
amended; 602.101, amended;
accounting for long-term contracts
(TD 8929) 10,756, correction (Ann
56) 21,1286

-1, amended;
1.467-2, added; 1.467-3, revised;
rental agreements involving pay-
ments of $2,000,000 or less (TD
8917) 7,538

26 CFR 1.468A-5, amended;
1.503(a)-1, amended; 1.547-2,
amended; 1.856-6, amended;

1.860-2, amended; 1.963-6, amend-
ed; 1.992-3, amended; 1.6081-2, -3,
-4, -6, -7, amended; 301.6110-4, -5,
-6, amended; 301.6212-2, added;
301.6301-1, amended; 301.6305-1,
revised; 301.6320-1T, amended;
301.6325-1, revised; 301.6330-1T,
amended; 301.6331-2, amended,;
301.6332-2, amended; 301.6335-1,
amended; 301.6503(c)-1, amended;
301.6672-1, amended; 301.6903-1,
amended; last known address, defini-
tion of (TD 8939) 12899

26 CFR 1.643(a)-8, added; 1.664-1, -2,

-3, amended; charitable remainder
trusts, deemed sale, trust distributions,
abusive transactions (TD 892682

26 CFR 1.708-1, amended; 1.752-1,

-5, amended; partnership mergers
and divisions (TD 8925) @96

in deemed and actual asset acquisi- 26 CFR 1.861-9, —-11, —14, added,;

tions (TD 8940) 151016 correction

Xii

1.861-9T, —-11T, -14T,
2001-27

revised;

l.R.B.
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1.902-1, amended; 1.904-0, -4, -5, 26 CFR 301.7430-7T, added; attor- carrying charges (REG-105801-00)
amended; application of section 904  ney’s fees, recovery of (TD 8922) 6, 13,965
to income subject to separate limita- 508 Substantial understatement penalty, ade-
tions and section 864(e) affiliated 26 CFR 301.7502-1, revised; quate disclosure (RP 11)275
group expense allocation and appor-  301.7502-1T, removed; 301.750Substitute forms, W-2 and W-3, specifica-
tionment rules (TD 8916) 4360, —2, added; timely mailing treated as tions for private printing (RP 26) 17,
correction (Ann 41) 181147 timely filing (TD 8932) 11813 1093

26 CFR 1.894-1, amended; 1.894-1T, 26 CFR 301.7508-1, added; 301.7508ax convention, claims for benefits (Ann
removed; guidance regarding claims  A-1, added; for combat zone service 4) 2,286
for certain income tax convention or Presidentially declared disastersJax shelters:

benefits (Ann 4) 2286 tax related deadlines (TD 8911) 3, Leasing transactions, exceptions
26 CFR 1.925(a)-1, added; 321 (Notice 18) 9,731
1.925(a)-1T, amended; 1.925(b)-1TRental agreements (TD 8917)538 New address for filing application for

amended; foreign sales corporatiofReopenings, debt instruments, Treasury registration (Ann 62) 241337
transfer pricing, grouping rules (TD securities, original issue discount (TDTechnical advice to directors and chiefs,
8944) 16,1067 8934) 12904 appeals offices, from Associates Chief
26 CFR 1.985-1, -4, amendedReporting requirements for interest on Counsel and Division Counsel/
1.985-8, added; 1.985-8T, removed; deposits paid to nonresident aliens Associate Chief Counsel (TE/GE) (RP
1.1001-5, added; 1.1001-5T, (REG-126100-00) 1B62 2)1,79
removed; conversion to the euro (TORevocations, exempt organizations (Andimely mailing treated as timely filing
8927) 11807 20) 8,716 (Ann 36) 16,1089 (Ann (TD 8932) 11813
26 CFR 1.988-1, revised; hyperinfla- 46) 19,1165 (Ann 67) 26,1357 Treaty benefits, eligibility of items of
tionary currency (TD 8914) &53 Ruling guidelines, leveraged leasing income paid by a domestic reverse
26 CFR 1.1441-1, -5, -7, corrected; transactions (RP 28) 19156 (RP 29) hybrid entity (REG-107101-00) 16,
1.1461-1, corrected; 1.6045-1, cor- 19,1160 1083
rected; 1.6049-5, corrected; U.SS Corporations, pass-through items, disFrusts:
source income paid to foreign per- charge of indebtedness (CD 2069) 21, Charitable remainder trusts, deemed

sons; reporting and recordkeeping 1191 sale, trust distributions, abusive
requirements (Ann 55) 21284 Section 911(d)(4) waiver, 2000 update transactions (TD 8926) @92
26 CFR 1.1502-78T, added; corpora- (RP 27) 191155 Election to treat trust as part of an

tions, consolidated groups, tentativ&Short-term leases, qualified lessee con- estate (REG-106542-98) %73

carryback adjustments (TD 8919) 6, struction allowances for (RR 20) 18, correction (Ann 24) 10793

505 1144 ESBTSs, electing small business trusts,
26 CFR 1.6041-2T, added; 1.6050SShort-term loans, stated interest, cash estimated tax payments (Notice 25)

1T, 2T, added; 301.6724-1T, added; method banks, automatic change (RP 13,941

602.101, amended; electronic payee 25) 12,913 Qualified revocable trust treated as part
statements, voluntary (TD 8942) 13Source of income from space and ocean of an estate (Notice 26) 1842
929 activities, communications activitiesU.S.-source income:

26 CFR 7.367(c)-1, -2, removed; (REG-106030-98) 11820 correction Frivolous filing position based on sec-
requirements relating to certain (Ann 30) 15,1065 tion 861 (Notice 40) 261355
exchanges involving a foreign corpo-Specifications for filing Form 8851, Paid to foreign persons, reporting and
ration (TD 8938) 13929 Summary of Archer MSAs magnetical- recordkeeping requirements (Ann

26 CFR 301.6103(c)-1, removed; ly or electronically (RP 31) 2,170 55) 21,1284
301.6103(c)-1T, added; disclosureéstandard Industry Fare Level (SIFL) forValuation of art requests, change of
of returns or return information to mula (RR 13) 12898 address for submissions (Ann 22) 11,
designee of taxpayer (TD 8935) 8States and political subdivisions, obliga- 895
702 tions of (TD 8941) 14, 977, Withholdings:

26 CFR 301.6103(j)(1)(1)-1T, added; (REG-114998-99) 1492 Payments to financial institutions in
disclosure of return information to Stock transfer rules: U.S. possessions (Notice 11)464
the Bureau of the Census (TD 8943) Carryover of earnings and taxes (Ann Qualified intermediary agreements,
15,1054 51) 20,1185 clarifications (Notice 4) 2267

26 CFR 301.6302-1T, added; removal Supplemental rules (Ann 27) 1897 Voluntary Compliance on Alien
of Federal Reserve banks as deposi- Transition rules (TD 8937) 1806 Withholding Program (VCAP) (RP
taries (TD 8918) 4372 Straddles; capitalization of interest and  20) 9,738

2001-27 I.R.B. Xiii July 2, 2001
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