Notice of Intent to Waive Certain
Limitations on Obtaining
Expeditious Consent to Change an
Accounting Period and Elect to be
an S Corporation Effective January
1, 1997

Notice 97-3

SUMMARY: The Internd Revene Sa-
vice will isste guidane shortly that will
waive certan limitations on a corpora-
tion's ability to expeditiousy (i.e., with-
out the Commissiongs prior written
approva) chang its annu& accounting
periad unde 8- 1.442-1(¢ of the In-
come Tax Regulatios or Rev. Proc.
92-13 19924 C.B. 665 in orde to
eled to be an S corporatim undea §
13& of the Internd Revene Code
effective for the taxabk yea beginning
Januay 1, 1997 The forthcomirg guid-
ane will provide specific procedurs a
corporatim mug follow to reques an
expeditios chang of annu& accounting
period and subsequengl eled to be an
S corporation.

BACKGROUND: Pursuahto § 1378 an
S corporation generaly mug hawe a cal-
enda yea. Howeve, a corporation may
not expeditiousy chang its annué ac-
countirg period to a calenda yea if it
attemps to eled to be an S corporation
effective for the taxabke yea immediately
following the shot periad required to
effect the change See § 1.442-1(c)(2)(v);
Rev. Proc 92-13 sectim 4.01(5) In
addition a corporatia is preclude under
8§~ 1.442-1(c)(2)(i from expeditiously
changimg its annud accountilg periad if
the corporation has changd it within the
lag ten calenda years ard unde Rev.
Proc 92-13 sectim 4.01(2) if the corpo-
ration has change it within the lag six
calenda years.

The Smal Busines Jdb Protection
Act of 19% (SBFA), Puh L. No.
104-188 110 Stat 1755 significantly
amendd Subchapte S of the Code,
expandimg eligibility to eled to be an S
corporation Thee amendmentsgene-
ally effective for taxabk yeas begin-
ning after Decembe 31, 1996 were
intendel to allow more corporatiors to
eled to be S corporatiors as of January
1, 1997.

WAIVER OF LIMITATIONS: Consis-
tert with this intent the Servie will
isste further guidane shortly tha will
waive the limitations of 8§ 1.442-
1(c)(2)() and (c)(2)(v), ard of sections

4.01(9 ard 4.01(9 of Rev. Proc 92-13,
on a corporations ability to expedi-
tiously chang its annu& accounting
periad to a calenda yea effective for
the shot periad endirg Decembe 31,
1996 provided tha the corporation:

(1) is otherwie eligible to chang its
annué accountig period unde either
§ 1.442-1(% or Rev. Proc 92-13;

(2) isasmal busines corporation (as
describe in §-~ 1361(b) and timely
elecs to be an S corporatim effective
for the taxabk yea beginnirg on Janu-
ary 1, 1997 and

(3) follows the procedurs to be pro-
vided in forthcomirg guidance.

The forthcomirg guidane will also
provide specid procedurs to allow a
corporation to reques an expeditious
chang of annué accountig period and
malke the electian to be an S corporation
effective Januay 1, 1997 Until that
guidane is issued a corporation that
qualifies to expeditiousy chang its an-
nud accountig period unde either
§ 1.442-1(% or Rev. Proc 92-13 as a
resut of this notice shoul not file the
statemenh requirel by § 1.442-1(c)(1),
Form 1128 Application to Adopt
Chang or Retah a Tax Yea (required
by Rev. Proc 92-13) or Fom 2553,
Election by a Smal Busines Corpora-
tion. Moreover, suwch a cormporation
shoutl nat submi a reques to change
its annud accountirg period unde
§ 1.442-1(h (which provides proce-
dures to obtan the Commissiongs
prior written approval) Howeve, a cor-
poratian tha does not otherwie qualify
to expeditiousy chang its annua ac-
countirg periocd may reques permission
to chang its annu& accountig period
by following the procedurs describe in
§ 1.442-1(b).

DRAFTING= INFORMATION: The
principd autha of this notice is Susie
K. Bird of the Office of Assistam Chief
Counsé (Income Tax and Accounting).
For furthe information conta¢ Ms.
Sanda Chestam at (202 622-484 (not
a toll-free call).




