
 
 
© 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A.  

The KPMG name and logo are registered trademarks or trademarks of KPMG International.  

TaxNewsFlash 
United States 

No. 2018-067 
February 14, 2018 

Rev. Proc. 2018-17: Initial impressions, section 965 and 
“specified foreign corporations” changing tax years  
 
Rev. Proc. 2018-17 provides guidance concerning section 965—added to the Code by 
the new tax law (Pub. L. No. 115-97) in the United States—and modifies the 
circumstances under which the IRS will grant approval of certain requests by 
“specified foreign corporations” for changes in annual accounting periods filed under 
Rev. Proc. 2002-39 and Rev. Proc. 2006-45. 
 
Rev. Proc. 2018-17 [PDF 24 KB] was issued by the IRS to prevent the avoidance of 
application of section 965 by changes in the tax years of certain "specified foreign 
corporations" (as defined under section 965(e)).  
 
Rev. Proc. 2018-17 applies: 
 
• With respect to any request to change an annual accounting period that ends on 

December 31, 2017, regardless when the request was filed 
 
• To a section 965 "specified foreign corporation" seeking to change its tax year that 

ends on December 31, 2017 
 
For purposes of applying this revenue procedure, a 52-53-week tax year is deemed to 
begin on the first day of the calendar month nearest to the first day of the 52-53-week 
tax year, and is deemed to end or close on the last day of the calendar month nearest 
to the last day of the 52-53-week tax year (as applicable). 
 
Initial impressions 
 
The restriction added by Rev. Proc. 2018-17 potentially affects not only the application 
of section 965(a), but other provisions, as well, such as new section 951A. 
 

https://www.irs.gov/pub/irs-drop/rp-18-17.pdf


 
 
© 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A.  

The KPMG name and logo are registered trademarks or trademarks of KPMG International.  

Rev. Proc. 2018-17 by its terms only affects the ability of a controlled foreign 
corporation (CFC) to change its year that begins on January 1, 2017, to a year that 
ends before December 31, 2017. This was accomplished by adding a new restriction 
(number (15)) to the list of scope restrictions in section 4.02 of Rev. Proc. 2006-45 
[PDF 56 KB]. New restriction (15) only applies to a CFC; however, it does not affect 
the U.S. company’s ability to change its tax year automatically.   
 
One of the conditions for a CFC shareholder to change its tax year is that any 
majority-owned CFCs must make a conforming change under Rev. Proc. 2006-
45. The issue is whether the new CFC restriction in 4.02(15) would effectively 
preclude the shareholder from meeting the conforming change condition to be able 
itself to make the change under Rev. Proc. 2006-45 because its CFC is precluded 
from doing so. 
 
The reason that CFC conforming changes appear to continue to be allowed is found in 
section 6.09 of Rev. Proc. 2006-45. Section 6.09 explicitly waives the full list of 
restrictions in section 4.02 with respect to a CFC required to make a conforming 
change. There is nothing in Rev. Proc. 2018-17 that alters the section 6.09 waiver.   
 

The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued 
for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed therein, and is 
not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide accurate and timely 
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be 
accurate in the future. Applicability of the information to specific situations should be determined through consultation with your 
tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not 
and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, 
partners, or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 

Privacy | Legal 

 

https://www.irs.gov/pub/irs-drop/rp-06-45.pdf
https://www.irs.gov/pub/irs-drop/rp-06-45.pdf
mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

