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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
the month, or as many as six days be-
fore the end of the month. In the case
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of a taxable year described in subpara-
graph (3)(ii) of this paragraph, the year
may end on the last day of the month,
or as many as three days before or
three days after the last day of the
month.

(b) Application of effective dates. (1)
For purposes of determining the effec-
tive date or the applicability of any
provision of this title which is ex-
pressed in terms of taxable years begin-
ning, including, or ending with ref-
erence to the first or last day of a spec-
ified calendar month, a 52–53-week tax-
able year is deemed to begin on the
first day of the calendar month begin-
ning nearest to the first day of the 52–
53-week taxable year, and is deemed to
end or close on the last day of the cal-
endar month ending nearest to the last
day of the 52–53-week taxable year, as
the case may be. Examples of provi-
sions of this title the applicability of
which is expressed in terms referred to
in the preceding sentence include the
provisions of this title the applica-
bility of which is expressed in terms re-
ferred to in the preceding sentence in-
clude the provisions relating to the
time for filing returns and other docu-
ments, paying tax, or performing other
acts, and the provisions of part II (sec-
tion 1561 and following), subchapter B,
chapter 6, relating to surtax exemp-
tions of certain controlled corpora-
tions. The provisions of this subpara-
graph do not apply to the computation
of the tax if subparagraph (2) of this
paragraph, relating to the computation
under section 21 of the effect of
changes in rates of tax during a taxable
year, applies. The provisions of this
subparagraph may be illustrated by the
following examples:

Example (1). Assume that an income tax
provision is applicable to taxable years be-
ginning on or after January 1, 1957. For that
purpose, a 52–53-week taxable year beginning
on any day within the period December 26,
1956, to January 4, 1957, inclusive, shall be
treated as beginning on January 1, 1957.

Example (2). Assume that an income tax
provision requires that a return must be
filed on or before the 15th day of the third
month following the close of the taxable
year. For that purpose, a 52–53-week taxable
year ending on any day during the period
May 25 to June 3, inclusive, shall be treated
as ending on May 31, the last day of the
month ending nearest to the last day of the

taxable year, and the return, therefore, must
be made on or before August 15.

Example (3). X, a corporation created on
January 1, 1966, elects a 52–53-week taxable
year ending on the Friday nearest the end of
December. Thus, X’s first taxable year be-
gins on Saturday, January 1, 1966, and ends
on Friday, December 30, 1966; its next tax-
able year begins on Saturday, December 31,
1966, and ends on Friday, December 29, 1967;
and its next taxable year begins on Satur-
day, December 30, 1967, and ends on Friday,
January 3, 1969. For purposes of applying the
provisions of Part II, subchapter B, chapter 6
of the Code, X’s first taxable year is deemed
to begin on January 1, 1966, and end on De-
cember 31, 1966; its next taxable year is
deemed to begin on January 1, 1967, and end
on December 31, 1967; and its next taxable
year is deemed to begin on January 1, 1968,
and end on December 31, 1968. Accordingly,
each such taxable year is treated as includ-
ing one and only one December 31st.

(2) If a change in the rate of tax is ef-
fective during a 52–53-week taxable
year (other than on the first day of
such year as determined under sub-
paragraph (1) of this paragraph), the
tax for the 52–53-week taxable year
shall be computed in accordance with
section 21, regulating to effect of
changes, and the regulations there-
under. For the purpose of the computa-
tion under section 21, the determina-
tion of the number of days in the pe-
riod before the change, and in the pe-
riod on and after the change, is to be
made without regard to the provisions
of subparagraph (1) of this paragraph.
The provisions of this subparagraph
may be illustrated by the following ex-
amples:

Example (1). Assume a change in the rate of
tax is effective for taxable years beginning
after June 30, 1956. For a 52–53-week taxable
year beginning on Wednesday, November 2,
1955, the tax must be computed on the basis
of the old rates for the actual number of
days, from November 2, 1955, to June 30, 1956,
inclusive, and on the basis of the new rates
for the actual number of days from July 1,
1956, to Tuesday, October 30, 1956, inclusive.

Example (2). Assume a change in the rate of
tax for taxable years beginning after June 30.
For this purpose, a 52–53-week taxable year
beginning on any of the days from June 25 to
July 4, inclusive, is treated as beginning on
July 1. Therefore, no computation under sec-
tion 21 will be required for such year because
of the change in rate.

(c) Adoption of or change to or from 52–
53-week taxable year. (1) A new taxpayer
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may adopt the 52–53-week taxable year
for his first taxable year if he keeps his
books and computes his income on that
basis, or if he conforms his books ac-
cordingly in closing them. The tax-
payer must thereafter keep his books
and report his income on the basis of
the 52–53-week taxable year so adopted
unless prior approval for a change is
obtained from the Commissioner. See
subparagraph (4) of this paragraph. The
taxpayer shall file with his return for
his first taxable year a statement con-
taining the information required in
subparagraph (3) of this paragraph. A
newly-formed partnership may adopt a
52–53-week taxable year without the
permission of the Commissioner only if
such a year ends either with reference
to the same month in which the tax-
able years of all its principal partners
end or with reference to the month of
December. See paragraph (b)(1) of
§ 1.706–1.

(2) A taxpayer, including a partner-
ship, may change to a 52–53-week tax-
able year without the permission of the
Commissioner if the 52–53-week taxable
year ends with reference to the end of
the same calendar month as that in
which the former taxable year ended,
and if the taxpayer keeps his books and
computes his income for the year of
change on the basis of such 52–53-week
taxable year, or if he conforms his
books accordingly in closing them. The
taxpayer must continue to keep his
books and compute his income on the
basis of such 52–53-week taxable year
unless prior approval for a change is
obtained. See subparagraph (4) of this
paragraph. The taxpayer shall indicate
his election to change to such 52–53-
week taxable year by a statement filed
with his return for the first taxable
year for which the election is made.
This statement shall contain the infor-
mation required in subparagraph (3) of
this paragraph.

(3) The statement referred to in sub-
paragraphs (1) and (2) of this paragraph
shall contain the following informa-
tion:

(i) The calendar month with ref-
erence to which the new 52–53-week
taxable year ends;

(ii) The day of the week on which the
52–53-week taxable year always will
end; and

(iii) Whether the 52–53-week taxable
year will always end on (a) the date on
which such day of the week falls in the
calendar month, or (b) on the date on
which such day of the week last occurs
which is nearest to the last day of such
calendar month.

(4) Where a taxpayer wishes to
change to a 52–53-week taxable year
and, in addition, wishes to change the
month with reference to which the tax-
able year ends, or where a taxpayer
wishes to change from a 52–53-week
taxable year, he must obtain prior ap-
proval from the Commissioner, as pro-
vided in section 442 and § 1.442–1.

(5) If a change from or to a 52–53-
week taxable year results in a short pe-
riod (within the meaning of section 443)
of 359 days or more, or six days or less,
the tax computation under section
443(b) shall not apply. If the short pe-
riod is 359 days or more, it shall be
treated as a full taxable year. If the
short period is six days or less, such
short period is not a separate taxable
year but shall be added to and deemed
a part of the following taxable year. (In
the case of a change from or to a 52–53-
week taxable year not involving a
change of the month with reference to
which the taxable year ends, the tax
computation under section 443(b) does
not apply since the short period will al-
ways be 359 days or more, or six days or
less.) In the case of a short period
which is more than six days, but less
than 359 days, taxable income for the
short period shall be placed on an an-
nual basis for the purpose of section
443(b) by multiplying such income by
365 and dividing the result by the num-
ber of days in the short period. In such
case, the tax for the short period shall
be the same part of the tax computed
on such income placed on an annual
basis as the number of days in the
short period is of 365 days (unless sec-
tion 443(b)(2) and paragraph (b)(2) of
§ 1.443–1, relating to the alternative tax
computation, apply). For adjustment
in deduction for personal exemption,
see section 443(c) and paragraph
(b)(1)(v) of § 1.443–1.

(6) The provisions of subparagraph (5)
of this paragraph are illustrated by the
following examples:
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Example (1). A taxpayer having a fiscal
year ending April 30 elects for years begin-
ning after April 30, 1955, a 52–53-week taxable
year ending on the last Saturday in April.
This election involves a short period of 364
days, from May 1, 1955, to April 28, 1956, in-
clusive. Since this short period is 359 days or
more, it is not placed on an annual basis and
is treated as a full taxable year.

Example (2). Assume the same conditions as
in example (1), except that the taxpayer
elects for years beginning after April 30, 1955,
a taxable year ending on the Tuesday near-
est to April 30. This election involves a short
period of three days, from May 1 to May 3,
1955. Since this short period is less than
seven days, tax is not separately computed
for it. This short period is added to and
deemed part of the following 52-week taxable
year which would otherwise begin on May 4,
1955, and end on May 1, 1956. Thus, that tax-
able year is deemed to begin on May 1, 1955,
and end on May 1, 1956.

(d) Computation of taxable income. The
principles of section 451, relating to the
taxable year for inclusion of items of
gross income, and section 461, relating
to the taxable year for taking deduc-
tions, are generally applicable to 52–53-
week taxable years. Thus, items of in-
come and deductions are determined on
the basis of a 52–53-week taxable year,
except that such items may be deter-
mined as though the 52–53-week taxable
year were a taxable year consisting of
12 calendar months if such practice is
consistently followed by the taxpayer
and if income is clearly reflected there-
by. In the case of depreciation, unless
some other practice is consistently fol-
lowed, the allowance shall be deter-
mined as though the 52–53-week year
were a taxable year consisting of 12
calendar months. Amortization deduc-
tions for the taxable year shall be de-
termined as though the 52–53-week year
were a taxable year consisting of 12
calendar months.

(e) Partnerships, S corporations, and
personal service corporations—(1) In gen-
eral. Paragraph (e) of this section ap-
plies if a partnership, partner, S cor-
poration, S corporation shareholder,
personal service corporation (within
the meaning of § 1.441–4T(d)), or em-
ployee-owner (within the meaning of
§ 1.441–4T(h)) uses a 52–53-week taxable
year.

(2) Treatment of taxable years ending
with reference to the same calendar
month—(i) Timing of partners taking into

account partnership items. If the taxable
year of a partnership and a partner end
with reference to the same ca!endar
month, then for purposes of deter-
mining the taxable year in which a
partner takes into account—

(A) Items described in section 702,
and

(B) Items that are deductible by the
partnership (including items described
in section 707(c)) and includible in the
income of the partner, the partner’s
taxable year will be deemed to end on
the last day of the partnership’s tax-
able year.

(ii) Timing of S shareholders taking into
account S corporation items. If the tax-
able year of an S corporation and a
shareholder end with reference to the
same calendar month, then for pur-
poses of determining the taxable year
in which a shareholder takes into ac-
count—

(A) Items described in section 1366(a),
and

(B) Items that are deductible by the
S corporation and includible in the in-
come of the shareholder, the share-
holder’s taxable year will be deemed to
end on the last day of the S corpora-
tion’s taxable year.

(iii) Personal service corporations and
employee-owners. If the taxable year of
a personal service corporation and an
employee-owner end with reference to
the same calendar month, then for pur-
poses of determining the taxable year
in which an employee-owner takes into
account items that are deductible by
the personal service corporation and
includible in the income of the em-
ployee-owner, the employee-owner’s
taxable year will be deemed to end on
the last day of the personal service cor-
poration’s taxable year.

(3) Automatic approval for partnerships
and S corporations. If a partnership or S
corporation is required to use a taxable
year ending with respect to the last
day of a particular month and the part-
nership or S corporation desires to use
a 52–53-week taxable year with ref-
erence to such month, the partnership
or S corporation is granted automatic
approval to use such 52–53-week taxable
year. See § 1.441–4T(b)(2)(ii) for a simi-
lar rule for personal service corpora-
tions.
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(4) Examples. The provisions of para-
graph (e)(2) of this section may be il-
lustrated by the following examples.

Example (1). ABC Partnership uses a 52–53-
week taxable year that ends on the Sunday
nearest to December 31, and its partners, A,
B, and C, are individual calendar year tax-
payers. Assume that, for ABC’s taxable year
ending January 3, 1988, each partner’s dis-
tributive share of ABC’s taxable income is
$10,000. Under section 706(a) and paragraph
(e)(2)(i) of this section, for the taxable year
ending December 31, 1987, A, B, and C each
must include $10,000 in income with respect
to the ABC year ending January 3, 1988.
Similarly, if ABC makes a guaranteed pay-
ment to A on January 2, 1988, A must include
the payment in income for his or her taxable
year ending December 31, 1987.

Example (2). X, a personal service corpora-
tion, uses a 52–53-week taxable year that
ends on the Sunday nearest to December 31,
and all of the employee-owners of X are indi-
vidual calendar year taxpayers. Assume
that, for its taxable year ending January 3,
1988, X pays a bonus of $10,000 to each em-
ployee-owner. Under paragraph (e)(2)(iii) of
this section, each employee-owner must in-
clude the bonus in income for the taxable
year ending December 31, 1987.

(5) Effective date. Paragraph (e) of this
section applies to taxable years begin-
ning after December 31, 1986.

(f) Special rules for 1986 and subsequent
years. For special rules relating to cer-
tain adoptions of, or changes to or
from, a 52–53-week taxable year ending
in 1986 or 1987, see § 1.441–3T. For spe-
cial rules relating to a 52–53-week tax-
able year beginning after December 31,
1986, see § 1.441–2T(e).

[T.D. 6500, 25 FR 11702, Nov. 26, 1960, as
amended by T.D. 6845, 30 FR 9739, Aug. 5,
1965. Redesignated and amended by T.D. 8167,
52 FR 48527, Dec. 23, 1987]

§ 1.441–3T Special rules for certain
adoptions of, retentions of, or
changes to or from a 52–53-week
taxable year (temporary).

(a) Applicability. This section applies
to any partnership, partner, S corpora-
tion, S corporation shareholder, per-
sonal service corporation, or employee-
owner that wishes to adopt or change
to or from a 52–53-week taxable year.
This section also applies to a corpora-
tion seeking S status that wishes to
adopt, retain, or change to or from a
52–53-week taxable year. This section
applies in the case of a change to or

from a 52–53-week taxable year whether
or not the taxpayer also wishes to
change the month with reference to
which its taxable year ends. Paragraph
(c)(2) of this section applies to any tax-
payer (including, for example, a cor-
poration that is not seeking S status)
that wishes to adopt or change to or
from a 52–53-week taxable year.

(b) Definitions—(1) Personal service cor-
poration. For purposes of this section
only, the term ‘‘personal service cor-
poration’’ means any corporation
(other than an S corporation) if—

(i) The principal activity of that cor-
poration is the performance of personal
services, and

(ii) Such services are substantially
performed by employee-owners.
A corporation shall not be treated as a
personal service corporation, however,
unless more than 10 percent of the fair
market value of the outstanding stock
of the corporation is held by employee-
owners.

(2) Employee-owner. For purposes of
this section, the term ‘‘employee-
owner’’ means an employee who owns,
on any day of the corporation’s taxable
year, any outstanding stock of the per-
sonal service corporation. Section 318
will apply to determine stock owner-
ship for purposes of this paragraph (b),
except that ‘‘any’’ is to be substituted
for ‘‘50 percent or more in value’’ in
section 318(a)(2)(C).

(3) Performance of a substantial portion
of services. For purposes of paragraph
(b)(1) of this section, personal services
are substantially performed by em-
ployee-owners if the total time spent
by employee-owners in performing
those services is 10 percent or more of
the total time spent by all employees
(including employee-owners) in per-
forming those services. In determining
time spent in performing personal serv-
ices of a corporation, time spent on
matters that do not relate directly and
intrinsically to the performance of
services for or on behalf of clients or
customers of the corporation shall not
be taken into account. Thus, for exam-
ple, in the case of a corporation per-
forming accounting services, time
spent in performing secretarial serv-
ices, managerial work of a purely ad-
ministrative nature, or janitorial serv-
ices shall not be taken into account in
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