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Waive of Certain Limitatios on
Obtainirg Automat: Consem To
Change an Accountig Periad and
Eled To Be an S Corporation
Effectie Januay 1, 1997

Notie 97-20

SUMMARY: The Internd Revene Sa-
vice waives certan limitations on a
corporations ability to automatically
change its annuéd accountirg periad in

. orde to eled to be an S corporation

unde § 1362(3 of the Internd Revenue
Cocke effective for the taxabk yea be-
ginning Januay 1, 1997.

BACKGROUND: Pursuah to § 1378,
an S corporation generaly mug hawe a
calenda yea as its tax yea. Howeve, a
corporatimm may not automaticaly
chang its annud accountig periad to a
calenda yea if it attemps to eled to be
an S corporation effective for the tax-
able yea immediatey following the
shot period required to effect the
change See § 1.442-1(c)(2)(y of the
Income Tax Regulations Rev. Proc 92—
13, 19921 C.B. 665 secti;m 4.01(5) In
addition a corporation is preclude un-
de § 1.442-1(c)(2)(i from automati-
cally changig its annu& accounting
periad if the corporation has change it
within the lag ten calenda years and
unde Rev. Proc 92-13 sectin 4.01(2),
if the corporatiom has change it within
the lag six calenda years.

The Smal Busines Jdb Protection
Act of 19% (SBJFA), Pubh L. No.
104-188 110 Stat 1755 significantly
amendd Subchapte S of the Code,
expandig eligibility to eled to be an S
corporation Thee amendmers gene-
ally are effective for taxabk yeas be-
ginning after Decembe 31, 1996 and
are intendel to allow more corporations
to eled to be S corporatios as of
Januay 1, 1997.

WAIVER OF LIMITATIONS: Consis-
tert with this intent the Servie waives
the limitations of 8§ 1.442-1(c)(2)(i)
ard (c)(2)(v), and of sectiors 4.01(2)
ard 4.01(5 of Rev. Proc 92-13 on a
corporations ability to automatically
chang its annud accountig periad to a
calenda yea effective for the short
period endirg Decembe 31, 1996 pro-
vided tha the corporation:

(1) is otherwi= eligible to chang its
annu& accountig period unde either
§ 1.442-1(% or Rev. Proc 92-13;

(2) timely and otherwise validly
elecs to be an S corporatim effective
for the taxabk yea beginnirg on Janu-
ary 1, 1997 and

(3) follows the speci# filing proce-
dures se forth below.

FILING PROCEDURESA corporation
tha relies up this notice to chang its
annud accountilg periad unde either
§ 1.442-1(¢ or Rev. Proc 92-13 must:

(1) properlyy complee a Fom 2553,
Election by a Smal Busines Corpora-
tion;
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(2) propery complee a Form 1128,
Application to Adopt, Change or Retain
a Tax Yea, ard attad it to the Form
2553;

(3) write “FILED UNDER NOTICE
97-20" at the top of both the Form
2553 ard the Form 1128 and

(4) timely file the Form 2553 (with
the attachd Form 1128) with the appro-
priate Internd Revene Servie Center
(Attention ENTITY CONTROL) in ac-
cordane with the instructiors for Form
2553 A corporatim tha qualifies to
automaticaly chang its annud account-
ing periad unde § 1.442-1(3 as a
resut of this notice shout not file the
statemen required by 8§ 1.442-1(c)(1).

DRAFTING INFORMATION: The prin-
cipd autha of this notice is Susk K.
Bird of the Office of Assistam Chief
Counsé (Income Tax and Accounting).
For furthe information conta¢ Ms.
Sanda Chestam at (202) 622-4840 (not
a toll-free call).

PAPERWORK REDUCTION ACT: The
collectiors of information contain@ in
this notice haw beean reviewal and

approvel by the Office of Management

ard Budgd in accordane with the Pa-
perwok Reductiom Act (44 U.S.C

3507 unde contrd numbe 1545-1532.

An ageng may not condud or spon-
sa, and a persa is not requirel to
respoml to, a collection of information
unles the collection of information dis-
plays avalid OMB contrd numbe:.

The collectiors of information in this
notice are in the FILING PROCE-
DURES sectim of this notice This
information is required by the Servie to
implemen the provisiors of the Small
Busines Jdb Protectim Act of 1996
expandig eligibility to eled to be an S
corporation The collectiors of informa-
tion are mandatoy for a taxpaye that
chooss to chang its annud accounting
periad to a calenda yea effective for
the shot periad ending Decembe 31,
1996 ard eled to be an S corporation
effective for the taxabk yea beginning

Januay 1, 1997 The likely respondents

are corporations.

The estimate totd annué reporting
burden is 500 hours.

The estimatél annu& burden per re-
sponden will vary from 1 minute to 2
minutes dependig on individud cir-

cumstanceswith an estimate average

of 1.5 minutes The estimatel numbe of

responderst is 20,000 The estimated

frequeng of responsgis once.
Books or record relating to a collec-
tion of information mug be retainal as

long as their contens may becone ma-
terid in the administration of ary inter-
nd revene law. Generaly tax returns
and tax retum information are confiden-
tial, as requiredl by 26 U.S.C 6103.




