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26 CFR Ch. I (4–1–98 Edition)§ 1.441–1T

Accounting Periods and Methods of
Accounting

ACCOUNTING PERIODS

§ 1.441–1T Period for computation of
taxable income (temporary).

(a) Computation of taxable income.
Taxable income shall be computed and
a return shall be made for a period
known as the ‘‘taxable year.’’ For rules
relating to methods of accounting, the
taxable year for which items of gross
income are included and deductions are
taken, inventories, and adjustments,
see parts II and III (section 446 and fol-
lowing), subchapter E, chapter 1 of the
Code, and the regulations thereunder.

(b) Taxable year—(1) Definition of tax-
able year—(i) In general. Except as oth-
erwise provided in this paragraph
(b)(1), the term ‘‘taxable year’’ means—

(A) The taxpayer’s annual accounting
period if it is a calendar year or a fiscal
year; or

(B) The calendar year if section 441(g)
(relating to taxpayers who keep no
books or have no accounting period)
applies. Except as provided in adminis-
trative provisions of the Internal Reve-
nue laws, a taxable year may not cover
a period of more than 12 calendar
months. If a return is made under sec-
tion 443 for a period of less than 12
months (a ‘‘short period’’), the taxable
year is the short period for which the
return is made.

(ii) Special rules for certain entities.
The general rule provided in paragraph
(b)(1)(i) of this section may be modified
by the Internal Revenue laws or regu-
lations. For example, special rules are
provided for the following taxpayers—

(A) In the case of personal service
corporations, the applicable rules are
contained in § 1.441–4T.

(B) In the case of partnerships, the
applicable rules are contained in
§ 1.706–1T.

(C) In the case of S corporations, the
applicable rules are contained in sec-
tion 1378.

(D) In the case of members of an af-
filiated group which makes a consoli-
dated return, the applicable rules are
contained in § 1.1502–76 and paragraph
(d) of § 1.442–1.

(E) In the case of trusts, the applica-
ble rules are contained in section 645.

(F) In the case of real estate invest-
ment trusts, the applicable rules are
contained in section 859.

(G) In the case of real estate mort-
gage investment conduits, the applica-
ble rules are contained in section
860D(a)(5).

(H) In the case of FSCs or DISCs, the
applicable rules are contained in sec-
tion 441(h).

(2) Adoption of taxable year. A new
taxpayer adopts a taxable year on or
before the time prescribed by law (not
including extensions) for the filing of
the taxpayer’s first return and may
adopt, without prior approval, any tax-
able year that satisfies the require-
ments of section 441 and this section.

(3) Change in taxable year—(i) General
rule. After a taxpayer has adopted a
taxable year, such year must be used in
computing taxable income and making
returns for all subsequent years unless
prior approval is obtained from the
Commissioner to make a change or un-
less a change is otherwise permitted or
required under the Internal Revenue
laws or regulations. See section 442 and
§ 1.442–1. Also see paragraph (b)(4) of
this section.

(ii) Change in taxable year required by
the Tax Reform Act of 1986. Procedures
for entities (certain personal service
corporations, partnerships and S cor-
porations) required to change their
taxable year under section 806 of the
Tax Reform Act of 1986, Pub. L. 99–5l4,
100 Stat. 2362, are provided in Rev.
Proc. 87–32, 1987–28 I.R.B. 14, or succes-
sor revenue procedures.

(4) Retention of taxable year—(i) In
general. In certain cases, taxpayers will
be required under the Internal Revenue
laws or regulations to change their
taxable year unless they establish a
business purpose for retaining their
current taxable year. For example, cor-
porations electing to be S corporations.
corporations that are personal service
corporations for the first time, and cer-
tain partnerships with new partners
may be required to change their tax-
able year unless they establish a busi-
ness purpose for retaining their current
taxable year.

(ii) Section 806 of the Tax Reform Act of
1986. Rev. Proc. 87–32 provides (and any
successor revenue procedure would pro-
vide) procedures for certain entities
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(i.e., personal service corporations,
partnerships and S corporations) re-
questing the Commissioner’s approval
to retain a fiscal year when such entity
would otherwise be required to change
its taxable year under section 806 of
the Tax Reform Act of 1986. In addi-
tion, personal service corporations
should see Announcement 87–82, 1987–37
I.R.B. 30, for modifications to Rev.
Proc. 87–32 extending the due date for
personal service corporations request-
ing the Commissioner’s approval to es-
tablish a business purpose.

(c) Annual accounting period. The
term ‘‘annual accounting period’’
means the annual period (calendar year
or fiscal year) on the basis of which the
taxpayer regularly computes his in-
come in keeping his books.

(d) Calendar year. The term ‘‘calendar
year’’ means a period of 12 months end-
ing on December 31. A taxpayer who
has not established a fiscal year must
make his return on the basis of a cal-
endar year.

(e) Fiscal year. (1) The term ‘‘fiscal
year’’ means—

(i) A period of 12 months ending on
the last day of any month other than
December, or

(ii) The 52–53-week annual accounting
period, if such period has been elected
by the taxpayer.

(2) A fiscal year will be recognized
only if it is established as the annual
accounting period of the taxpayer and
only if the books of the taxpayer are
kept in accordance with such fiscal
year.

(f) Election of year consisting of 52–53
weeks. For rules relating to the 52–53-
week taxable year, see §§ 1.441–2T, 1.441–
3T, and 1.441–4T.

(g) No books kept; no accounting pe-
riod. Except as otherwise provided in
the Internal Revenue laws or regula-
tions, the taxpayer’s taxable year shall
be the calendar year if—

(1) The taxpayer keeps no books;
(2) The taxpayer does not have an an-

nual accounting period (as defined in
section 441(c) and paragraph (c) of this
section); or

(3) The taxpayer has an annual ac-
counting period, but such period does
not qualify as a fiscal year (as defined
in section 441(e) and paragraph (e) of
this section).

For the purposes of paragraph (g)(1) of
this section, the keeping of books does
not require that records be bound.
Records which are sufficient to reflect
income adequately and clearly on the
basis of an annual accounting period
will be regarded as the keeping of
books. A taxpayer whose taxable year
is required to be a calendar year under
section 441(g) and this paragraph (g)
may not adopt a fiscal year without ob-
taining prior approval from the Com-
missioner. See section 442 and § 1.442–
1T(a)(2).

(h) Effective date. This section is ef-
fective for taxable years beginning
after December 31, 1986. See 26 CFR
1.441–1 (revised as of April 1, 1987) for
rules applicable to taxable years begin-
ning before January 1, 1987.

(Secs. 860(e), (92 Stat. 2849, 26 U.S.C. 860(e));
sec. 860(g) (92 Stat. 2850, 26 U.S.C. 860(g)); and
sec. 7805 (68A Stat. 917, 26 U.S.C. 7805))

[T.D. 6500, 25 FR 11701, Nov. 26, 1960. Redesig-
nated and amended by T.D. 8167, 52 FR 48526,
Dec. 23, 1987]

§ 1.441–2T Election of year consisting
of 52–53 weeks (temporary).

(a) General rule. Section 441(f) pro-
vides, in general, that a taxpayer may
elect to compute his taxable income on
the basis of a fiscal year which—

(1) Varies from 52 to 53 weeks,
(2) Ends always on the same day of

the week, and
(3) Ends always on—
(i) Whatever date this same day of

the week last occurs in a calendar
month, or

(ii) Whatever date this same day of
the week falls which is nearest to the
last day of the calendar month.

For example, if the taxpayer elects a
taxable year ending always on the last
Saturday in November, then for the
year 1956, the taxable year would end
on November 24, 1956. On the other
hand, if the taxpayer had elected a tax-
able year ending always on the Satur-
day nearest to the end of November,
then for the year 1956, the taxable year
would end on December 1, 1956. Thus, in
the case of a taxable year described in
subparagraph (3)(i) of this paragraph,
the year will always end within the
month and may end on the last day of
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