§441 TITLE 26—INTERNAL

APPLICABILITY OF AMENDMENTS BY SUBTITLES A AND B
orF TITLE I oF PUB. L. 109-280

For special rules on applicability of amendments by
subtitles A (§§101-108) and B (§§111-116) of title I of Pub.
L. 109-280 to certain eligible cooperative plans, PBGC
settlement plans, and eligible government contractor
plans, see sections 104, 105, and 106 of Pub. L. 109-280,
set out as notes under section 401 of this title.
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Methods of Accounting
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AMENDMENTS

1987—Pub. L. 100-203, title X, §10206(a)(2), Dec. 22,
1987, 101 Stat. 1330-398, added item 444.

§441. Period for computation of taxable income
(a) Computation of taxable income

Taxable income shall be computed on the basis
of the taxpayer’s taxable year.
(b) Taxable year

For purposes of this subtitle, the term ‘‘tax-
able year’” means—

(1) the taxpayer’s annual accounting period,
if it is a calendar year or a fiscal year;

(2) the calendar year, if subsection (g) ap-
plies;

(3) the period for which the return is made,
if a return is made for a period of less than 12
months; or

(4) in the case of a DISC filing a return for
a period of at least 12 months, the period de-
termined under subsection (h).

(¢) Annual accounting period

For purposes of this subtitle, the term ‘‘an-
nual accounting period” means the annual pe-
riod on the basis of which the taxpayer regularly
computes his income in keeping his books.

(d) Calendar year

For purposes of this subtitle, the term ‘‘cal-
endar year’” means a period of 12 months ending
on December 31.

(e) Fiscal year

For purposes of this subtitle, the term ‘‘fiscal
year’”’ means a period of 12 months ending on the
last day of any month other than December. In
the case of any taxpayer who has made the elec-
tion provided by subsection (f) the term means
the annual period (varying from 52 to 53 weeks)
so elected.

(f) Election of year consisting of 52-53 weeks

(1) General rule

A taxpayer who, in keeping his books, regu-
larly computes his income on the basis of an
annual period which varies from 52 to 53 weeks
and ends always on the same day of the week
and ends always—
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(A) on whatever date such same day of the
week last occurs in a calendar month, or

(B) on whatever date such same day of the
week falls which is nearest to the last day of
a calendar month,

may (in accordance with the regulations pre-
scribed under paragraph (3)) elect to compute
his taxable income for purposes of this sub-
title on the basis of such annual period. This
paragraph shall apply to taxable years ending
after the date of the enactment of this title.
(2) Special rules for 52-53-week year
(A) Effective dates

In any case in which the effective date or
the applicability of any provision of this
title is expressed in terms of taxable years
beginning, including, or ending with ref-
erence to a specified date which is the first
or last day of a month, a taxable year de-
scribed in paragraph (1) shall (except for pur-
poses of the computation under section 15)
be treated—

(i) as beginning with the first day of the
calendar month beginning nearest to the
first day of such taxable year, or

(ii) as ending with the last day of the
calendar month ending nearest to the last
day of such taxable year,

as the case may be.
(B) Change in accounting period

In the case of a change from or to a tax-
able year described in paragraph (1)—

(i) if such change results in a short pe-
riod (within the meaning of section 443) of
369 days or more, or of less than 7 days,
section 443(b) (relating to alternative tax
computation) shall not apply;

(ii) if such change results in a short pe-
riod of less than 7 days, such short period
shall, for purposes of this subtitle, be
added to and deemed a part of the follow-
ing taxable year; and

(iii) if such change results in a short pe-
riod to which subsection (b) of section 443
applies, the taxable income for such short
period shall be placed on an annual basis
for purposes of such subsection by mul-
tiplying the gross income for such short
period (minus the deductions allowed by
this chapter for the short period, but only
the adjusted amount of the deductions for
personal exemptions as described in sec-
tion 443(c)) by 365, by dividing the result
by the number of days in the short period,
and the tax shall be the same part of the
tax computed on the annual basis as the
number of days in the short period is of 365
days.

(3) Special rule for partnerships, S corpora-
tions, and personal service corporations
The Secretary may by regulation provide
terms and conditions for the application of
this subsection to a partnership, S corpora-
tion, or personal service corporation (within
the meaning of section 441(i)(2)).
(4) Regulations
The Secretary shall prescribe such regula-
tions as he deems necessary for the applica-
tion of this subsection.
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