
Bulletin No. 2010-26
June 28, 2010

HIGHLIGHTS
OF THIS ISSUE
These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 2010–14, page 773.
Interest rates; underpayment and overpayments. The
rates for interest determined under section 6621 of the Code
for the calendar quarter beginning July 1, 2010, will be 4 per-
cent for overpayments (3 percent in the case of a corporation),
4 percent for underpayments, and 6 percent for large corpo-
rate underpayments. The rate of interest paid on the portion of
a corporate overpayment exceeding $10,000 will be 1.5 per-
cent.

Rev. Rul. 2010–16, page 769.
Application of section 469 to the section 45D new mar-
kets tax credit. This ruling provides that the passive activity
provisions under section 469 of the Code will not disallow a
taxpayer’s new markets tax credit under section 45D, provided
that a taxpayer’s acquisition of the qualified equity investment
in a qualified community development entity (CDE) does not
arise in connection with the conduct of a passive activity by
the taxpayer, without regard to a taxpayer’s interest or extent
of participation in the CDE’s trade or business.

Rev. Rul. 2010–17, page 769.
New markets tax credit. This ruling provides that for pur-
poses of determining the new markets tax credit allowable un-
der section 45D of the Code, the amount of the qualified equity
investment made by an LLC classified as a partnership includes
cash from a recourse loan to the LLC that the LLC invests as
equity in a qualified community development entity. Rev. Rul.
2003–20 amplified.

T.D. 9485, page 771.
Final regulations under section 704(c) of the Code respond to
the Joint Committee on Taxation’s recommendation that the
partnership rules be strengthened to ensure that the allocation
rules in the regulations are not used to generate unwarranted

tax benefits. The regulations achieve this result by amending
the section 1.704–3(a)(10) anti-abuse rule to provide that the
tax effect of an allocation method (or combination of methods)
on both direct and indirect partners is considered. In addition,
the regulations include a cross-reference to the general partner-
ship anti-abuse rule of section 1.701–2 to clarify that section
1.704–3 applies only to contributions of property that are oth-
erwise respected and that one factor that will be considered is
the use of remedial allocations between related partners.

EMPLOYEE PLANS

Notice 2010–47, page 781.
Weighted average interest rate update; corporate bond
indices; 30–year Treasury securities; segment rates.
This notice contains updates for the corporate bond weighted
average interest rate for plan years beginning in June 2010;
the 24–month average segment rates; the funding transitional
segment rates applicable for June 2010; and the minimum
present value transitional rates for May 2010.

Finding Lists begin on page ii.
Index for January through June begins on page vi.



The IRS Mission
Provide America’s taxpayers top-quality service by helping
them understand and meet their tax responsibilities and en-

force the law with integrity and fairness to all.

Introduction
The Internal Revenue Bulletin is the authoritative instrument of
the Commissioner of Internal Revenue for announcing official
rulings and procedures of the Internal Revenue Service and for
publishing Treasury Decisions, Executive Orders, Tax Conven-
tions, legislation, court decisions, and other items of general
interest. It is published weekly and may be obtained from the
Superintendent of Documents on a subscription basis. Bulletin
contents are compiled semiannually into Cumulative Bulletins,
which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application of
the tax laws, including all rulings that supersede, revoke, mod-
ify, or amend any of those previously published in the Bulletin.
All published rulings apply retroactively unless otherwise indi-
cated. Procedures relating solely to matters of internal man-
agement are not published; however, statements of internal
practices and procedures that affect the rights and duties of
taxpayers are published.

Revenue rulings represent the conclusions of the Service on the
application of the law to the pivotal facts stated in the revenue
ruling. In those based on positions taken in rulings to taxpayers
or technical advice to Service field offices, identifying details
and information of a confidential nature are deleted to prevent
unwarranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not have the
force and effect of Treasury Department Regulations, but they
may be used as precedents. Unpublished rulings will not be
relied on, used, or cited as precedents by Service personnel in
the disposition of other cases. In applying published rulings and
procedures, the effect of subsequent legislation, regulations,

court decisions, rulings, and procedures must be considered,
and Service personnel and others concerned are cautioned
against reaching the same conclusions in other cases unless
the facts and circumstances are substantially the same.

The Bulletin is divided into four parts as follows:

Part I.—1986 Code.
This part includes rulings and decisions based on provisions of
the Internal Revenue Code of 1986.

Part II.—Treaties and Tax Legislation.
This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related Items, and Subpart B, Leg-
islation and Related Committee Reports.

Part III.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to these
subjects are contained in the other Parts and Subparts. Also
included in this part are Bank Secrecy Act Administrative Rul-
ings. Bank Secrecy Act Administrative Rulings are issued by
the Department of the Treasury’s Office of the Assistant Secre-
tary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The last Bulletin for each month includes a cumulative index
for the matters published during the preceding months. These
monthly indexes are cumulated on a semiannual basis, and are
published in the last Bulletin of each semiannual period.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part I. Rulings and Decisions Under the Internal Revenue Code
of 1986
Section 45D.—New Markets
Tax Credit
26 CFR 1.45D–1: New markets tax credit.

New markets tax credit. This ruling
provides that for purposes of determining
the new markets tax credit allowable under
section 45D of the Code, the amount of
the qualified equity investment made by
an LLC classified as a partnership includes
cash from a recourse loan to the LLC that
the LLC invests as equity in a qualified
community development entity. Rev. Rul.
2003–20 amplified.

Rev. Rul. 2010–17

ISSUE

For purposes of determining the new
markets tax credit allowable under § 45D
of the Internal Revenue Code, does the
amount of the qualified equity invest-
ment made by a limited liability company
(LLC) classified as a partnership include
cash from a recourse loan to the LLC that
the LLC invests as equity in a qualified
community development entity?

ANALYSIS

Section 45D(a) provides a new markets
tax credit to taxpayers who hold a qualified
equity investment in a qualified commu-
nity development entity. Section 45D(b)
provides that a qualified equity investment
means any equity investment in a qualified
community development entity if, among
other requirements, the taxpayer acquired
the investment solely in exchange for cash.
Rev. Rul. 2003–20, 2003–1 C.B. 465,
held that, on the facts presented in that rev-
enue ruling, the amount of the qualified eq-
uity investment under § 45D(b) made by
an LLC classified as a partnership included
cash from a non-recourse loan to the LLC
that the LLC invested as equity in a quali-
fied community development entity. The
rationale of Rev. Rul. 2003–20 applies
equally where the loan is recourse.

HOLDING

For purposes of determining the new
markets tax credit allowable under § 45D,

the amount of the qualified equity invest-
ment made by an LLC classified as a part-
nership includes cash from a recourse loan
to the LLC that the LLC invests as equity
in a qualified community development en-
tity.

EFFECT ON OTHER REVENUE
RULINGS

Rev. Rul. 2003–20 is amplified.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Benjamin H. Weaver of the Office of
Associate Chief Counsel (Passthroughs &
Special Industries). For further informa-
tion regarding this revenue ruling, contact
Benjamin H. Weaver at (202) 622–3050.
For information regarding issues under
§ 45D, contact Julie Hanlon Bolton of
the Office of Associate Chief Counsel
(Passthroughs & Special Industries) at
(202) 622–3040. These are not toll-free
calls.

Section 469.—Passive
Activity Losses and
Credits Limited
26 CFR 1.469–1: General rules.
(Also: § 45D; 1.45D–1; 1.469–4; 1.469–5T;
1.469–9).

Application of section 469 to the sec-
tion 45D new markets tax credit. This
ruling provides that the passive activity
provisions under section 469 of the Code
will not disallow a taxpayer’s new markets
tax credit under section 45D, provided that
a taxpayer’s acquisition of the qualified eq-
uity investment in a qualified community
development entity (CDE) does not arise
in connection with the conduct of a passive
activity by the taxpayer, without regard to
a taxpayer’s interest or extent of participa-
tion in the CDE’s trade or business.

Rev. Rul. 2010–16

ISSUE

Where the acquisition of the qualified
equity investment in a qualified commu-
nity development entity (CDE) is not in

connection with the conduct of a trade or
business (or in anticipation of a trade or
business), is the new markets tax credit
allowable under § 45D a passive activity
credit under § 469?

FACTS

Situation 1. On February 1, 2010, X, an
individual, acquires a qualified equity in-
vestment (as defined in § 45D(b)) in a CDE
(as defined in § 45D(c)). Because X holds
the qualified equity investment on Febru-
ary 1, 2010, the initial credit allowance
date (as defined in § 45D(a)(3)), a new
markets tax credit under § 45D is allow-
able to X. X’s acquisition of the qualified
equity investment in the CDE is not in con-
nection with the conduct of a trade or busi-
ness by X (or in anticipation of a trade or
business).

Situation 2. On February 1, 2010, ABC,
an entity treated as a partnership for fed-
eral tax purposes, acquires a qualified eq-
uity investment (as defined in § 45D(b)) in
a CDE. Because ABC holds the qualified
equity investment on February 1, 2010, the
initial credit allowance date (as defined in
§ 45D(a)(3)), a new markets tax credit un-
der § 45D is allowable to ABC. ABC al-
locates the new markets tax credit to its
partners A, B, and C, in accordance with
§ 704(b). ABC’s acquisition of the qual-
ified equity investment in the CDE is not
in connection with the conduct of a trade
or business by ABC (or in anticipation of
a trade or business).

LAW AND ANALYSIS

Section 45D(a)(1) provides that for
purposes of § 38, in the case of a taxpayer
who holds a qualified equity investment
on a credit allowance date (as defined in
§ 45D(a)(3)) of the investment that occurs
during the taxable year, the new markets
tax credit determined under § 45D for
the taxable year is an amount equal to
the applicable percentage (as defined in
§ 45D(a)(2)) of the amount paid to the
CDE for the investment at its original
issue. Section 7701(a)(14) defines the
term “taxpayer” to mean any person sub-
ject to any internal revenue tax. Section
7701(a)(1) provides that the term “person”
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shall be construed to mean and include
an individual, a trust, estate, partnership,
association, company, or corporation.

Section 45D(b)(1) provides that an eq-
uity investment in a CDE is a “qualified
equity investment” if, among other re-
quirements, the CDE uses substantially all
of the cash from the investment to make
qualified low-income community invest-
ments.

Section 45D(d) defines the term “qual-
ified low-income community investment”
as (A) any capital or equity investment
in, or loan to, any qualified active low-in-
come community business, (B) the pur-
chase from another CDE of any loan made
by such entity which is a qualified low-in-
come community investment, (C) finan-
cial counseling and other services speci-
fied in regulations prescribed by the Sec-
retary to businesses located in, or residents
of, low-income communities, and (D) any
equity investment in, or loan to, any CDE.

Section 469(a) provides that for any
taxable year of any individual, estate, trust,
closely-held C corporation, or personal
service corporation, neither the passive
activity loss, nor the passive activity credit
for the taxable year will be allowed.

Section 469(d)(2)(A) defines “passive
activity credit” as the amount (if any) by
which (A) the sum of the credits from all
passive activities allowable for the taxable
year under (i) subpart D of part IV of sub-
chapter A, or (ii) subpart B (other than
§ 27(a)) of part IV, exceeds (b) the regular
tax liability of the taxpayer for the taxable
year allocable to all passive activities.

Section 469(c) defines a “passive activ-
ity” as (1) any activity which involves the
conduct of any trade or business, and in
which the taxpayer does not materially par-
ticipate, and (2) any rental activity, except
as provided by § 469(c)(7).

Section 469(c)(6) provides that, to the
extent provided in the regulations, “trade
or business” includes (A) any activity in
connection with a trade or business, or
(B) any activity with respect to which ex-
penses are allowable as a deduction under
§ 212.

Section 1.469–1(e)(2) of the Income
Tax Regulations provides that trade or
business activities are activities that con-
stitute trade or business activities within
the meaning of § 1.469–4(b)(1).

Section 1.469–4(b)(1) defines “trade or
business activities” as activities, other than

rental activities or activities that are treated
under § 1.469–1T(e)(3)(vi)(B) as inciden-
tal to an activity of holding property for in-
vestment, that (i) involve the conduct of
a trade or business (within the meaning
of § 162), (ii) are conducted in anticipa-
tion of the commencement of a trade or
business, or (iii) involve research or exper-
imental expenditures that are deductible
under § 174.

Section 1.469–9(b)(1) provides that a
trade or business is any trade or business
determined by treating the types of activi-
ties in § 1.469–4(b)(1) as if they involved
the conduct of a trade or business, and any
interest in rental real estate, including any
interest in rental real estate that gives rise
to deductions under § 212.

Section 469(h)(1) provides that a tax-
payer will be treated as materially partic-
ipating in an activity only if the taxpayer
is involved in the operations of the activity
on a basis that is regular, continuous, and
substantial.

The new markets tax credit under § 45D
is subject to the provisions of § 469 since
it is a credit allowable under subpart D of
part IV of subchapter A of the Code. A
credit may be disallowed under § 469 for a
taxable year if the credit attributable to the
taxable year arises in connection with the
conduct of a passive activity. Allowance
of the new markets tax credit under § 45D
is predicated on acquiring a qualified eq-
uity investment in the CDE. The CDE does
not pass through the new markets tax credit
to the person claiming the new markets tax
credit. Rather, the amount of the new mar-
kets tax credit is determined based on a
percentage of the amount paid to the CDE
for the qualified equity investment at its
original issue. Accordingly, in determin-
ing whether the new markets tax credit un-
der § 45D is disallowed under § 469, the
determination depends on whether the ac-
quisition of the qualified equity investment
in the CDE arises in connection with the
conduct of a passive activity. The deter-
mination of whether the new markets tax
credit under § 45D is disallowed under
§ 469 does not depend on the taxpayer’s
interest or extent of participation in the
CDE’s trade or business.

To be a passive activity, the activity of
acquiring a qualified equity investment in
the CDE must be in connection with the
conduct of a trade or business in which
the person claiming the new markets tax

credit does not materially participate, or be
a rental activity. Because the activity of
acquiring an equity investment in a CDE
is not a rental activity, the only issue is
whether the acquisition activity is in con-
nection with the conduct of a trade or busi-
ness activity (or in anticipation of a trade or
business) in which the person claiming the
new markets tax credit does not materially
participate.

The term “trade or business” is not de-
fined in either the Code or the regulations.
The determination of what constitutes a
trade or business depends on the facts and
circumstances of each case. The Supreme
Court, in Commissioner v. Groetzinger,
480 U.S. 23 (1987), has held that there are
generally two requirements for an activity
to constitute a trade or business: the activ-
ity must be conducted for income or profit,
and the activity must be engaged in with
some regularity and continuity.

If it is determined that the acquisition of
a qualified equity investment in a CDE is
in connection with the conduct of a trade
or business activity (or in anticipation of
a trade or business), a determination must
next be made as to whether the person
claiming the new markets tax credit ma-
terially participates in the activity. If the
person claiming the new markets tax credit
materially participates in the activity, the
new markets tax credit under § 45D will
not be disallowed under § 469.

In Situation 1, X’s activity of acquiring
a qualified equity investment in the CDE is
not in connection with the conduct of X’s
trade or business activity (or in anticipa-
tion of a trade or business). Consequently,
X’s new markets tax credit under § 45D
will not be disallowed under § 469.

In Situation 2, ABC allocates to A, B,
and C the amount of the new markets tax
credit that ABC claims. This allocation
must be made in accordance with § 704(b)
(which provides rules regarding a partner-
ship’s allocation of income, gain, loss, de-
duction, or credit (or item thereof) among
the partners). ABC’s activity of acquiring
a qualified equity investment in the CDE
is not in connection with the conduct of
ABC’s trade or business activity (or in an-
ticipation of a trade or business). Conse-
quently, the new markets tax credit allow-
able to ABC, and claimed by A, B, and C,
individually, will not be disallowed under
§ 469.
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HOLDING

1. Where an individual’s acquisition of
a qualified equity investment in a CDE is
not in connection with the conduct of the
individual’s trade or business (or in antic-
ipation of the individual’s trade or busi-
ness), the new markets tax credit allowable
to an individual under § 45D will not be a
passive activity credit under § 469.

2. Where a partnership’s acquisition of
a qualified equity investment in a CDE is
not in connection with the conduct of the
partnership’s trade or business (or in antic-
ipation of the partnership’s trade or busi-
ness), the new markets tax credit allowable
to the partnership under § 45D will not be
a passive activity credit under § 469.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Benjamin H. Weaver of the Office of
Associate Chief Counsel (Passthroughs &
Special Industries). For further informa-
tion regarding this revenue ruling, contact
Benjamin H. Weaver at (202) 622–3050.
For information regarding issues under
§ 45D, contact Julie Hanlon Bolton of
the Office of Associate Chief Counsel
(Passthroughs & Special Industries) at
(202) 622–3040. These are not toll-free
calls.

Section 704.—Partner’s
Distributive Share
26 CFR 1.704–3: Contributed property.

T.D. 9485

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Part 1

Contributed Property

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains fi-
nal regulations under section 704(c) of
the Internal Revenue Code (Code) provid-
ing that the section 704(c) anti-abuse rule

takes into account the tax liabilities of both
the partners in a partnership and certain di-
rect and indirect owners of such partners.
These final regulations further provide
that a section 704(c) allocation method
cannot be used to achieve tax results in-
consistent with the intent of subchapter K
of the Code. The final regulations affect
partnerships and their partners.

DATES: Effective Date: These final regu-
lations are effective June 9, 2010.

Applicability Date: These final regula-
tions are applicable for taxable years be-
ginning after June 9, 2010.

FOR FURTHER INFORMATION
CONTACT: Bryan A. Rimmke at (202)
622–3050 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains amendments
to 26 CFR part 1 under section 704 of
the Internal Revenue Code (Code). On
May 19, 2008, a notice of proposed
rulemaking (REG–100798–06, 2008–1
C.B. 1135) was published in the Federal
Register (73 FR 28765) in response
to the Joint Committee on Taxation’s
recommendation that the partnership
rules be strengthened to ensure that the
allocation rules in the regulations under
section 704(c) are not used to generate
unwarranted benefits. See The Report
of Investigation of Enron Corporation
and Related Entities Regarding Federal
Tax and Compensation Issues, and Policy
Recommendations, (JCS–3-03) February
2003 at pg. 220. Because no requests
to speak were submitted by August 18,
2008, no public hearing was held. Written
comments, however, were received
in response to the notice of proposed
rulemaking. After consideration of these
comments, the proposed regulations are
adopted without change by this Treasury
decision.

Summary of Comments and
Explanation of Provisions

The comments on the proposed regu-
lations requested that examples be given
to specifically describe the types of trans-
actions to which these regulations apply.

Additionally, the comments requested ex-
amples to describe the types of transac-
tions which would not be abusive under
this regulation but would be abusive under
the general subchapter K anti-abuse rule
found in §1.701–2. In light of the fact that
these regulations are anti-abuse provisions
and the factually intensive analysis needed
to determine whether this regulation is ap-
plicable, the Treasury Department and the
IRS decline to adopt these comments.

Additional comments requested that the
Treasury Department and the IRS consider
both a de minimis partner rule for direct
partners similar to §1.704–1(b)(2)(iii)
and a rule for indirect partners where the
owners would need to be related to the
look-through entity within the meaning
of sections 267 or 707 in order to be
considered indirect partners for the pur-
poses of the regulation. For purposes of
§1.704–1(b)(2)(iii), a de minimis partner
is any partner, including a look-through
entity, that owns less than 10 percent of
the capital and profits of a partnership,
and who is allocated less than 10 percent
of each partnership item. The Treasury
Department and the IRS have determined
that neither a de minimis partner provision
nor a related partner provision for indirect
partners would conform to the intent of
this anti-abuse provision and therefore
decline to adopt such rules.

This Treasury decision adopts the pro-
posed regulations without substantive
change. Accordingly, the regulations
amend §1.704–3(a)(10) to provide that,
for purposes of applying the anti-abuse
rule, both direct and indirect partners are
considered. The final regulations provide
that an indirect partner is any direct or
indirect owner of a partnership, S corpo-
ration, or controlled foreign corporation
(as defined in section 957(a) or 953(c)), or
direct or indirect beneficiary of a trust or
estate, that is a partner in the partnership,
and any consolidated group of which the
partner in the partnership is a member
(within the meaning of §1.1502–1(h)).
However, an owner of a controlled for-
eign corporation is treated as an indirect
partner only with respect to the allocation
of items that enter into the computation
of a United States shareholder’s inclu-
sion under section 951(a) with respect to
the controlled foreign corporation, enter
into any person’s income attributable to
a United States shareholder’s inclusion
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under section 951(a) with respect to the
controlled foreign corporation, or would
enter into the computations described in
this paragraph if such items were allocated
to the controlled foreign corporation.

These final regulations further pro-
vide that the principles of section 704(c),
together with the allocation methods de-
scribed in §1.704–3, paragraphs (b), (c)
and (d), apply only with respect to the
contributions of property to the partner-
ship. In that regard, the anti-abuse rule
of §1.701–2(b) provides that, if a partner-
ship is formed or availed of in connection
with a transaction a principal purpose of
which is to reduce substantially the present
value of the partners’ Federal tax liability
in a manner inconsistent with the intent
of subchapter K, the IRS may recast the
transaction for Federal tax purposes as
appropriate to achieve tax results that are
consistent with the intent of subchapter
K. Thus, even though a transaction may
satisfy the literal words of the statute or
regulations, the IRS may recast a trans-
action as appropriate to avoid tax results
that are inconsistent with the intent of
subchapter K, including but not limited to:
(i) disregarding purported partnerships, in
whole or part, so that partnership assets
are treated as owned by the partner; (ii)
disregarding one or more contributions or
(iii) disregarding one or more purported
partners. The final regulations also pro-
vide that, in determining if a purported
contribution of property to a partnership
should be recast to avoid results that are
inconsistent with subchapter K, one fac-
tor that may be relevant is the use of the
remedial method in which allocations of
remedial items of income, gain, loss or
deduction are made to one partner and al-
locations of offsetting remedial items are
made to a related partner.

Effective/Applicability Date

These regulations apply to taxable years
beginning after June 9, 2010. No inference
should be drawn from this effective date
with respect to prior law.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866. Therefore, a regulatory assessment
is not required. It has also been determined

that section 553(b) of the Administrative
Procedure Act (5 U.S.C. chapter 5) does
not apply to these regulations, and because
the regulation does not impose a collection
of information on small entities, the Regu-
latory Flexibility Act (5 U.S.C. chapter 6)
does not apply. Pursuant to section 7805(f)
of the Code, the notice of proposed rule-
making was submitted to the Chief Coun-
sel for Advocacy of the Small Business
Administration for comment on its impact
on small business.

Drafting Information

The principal author of these fi-
nal regulations is Bryan A. Rimmke,
Office of the Associate Chief Counsel
(Passthroughs and Special Industries),
IRS. However, other personnel from the
IRS and Treasury Department participated
in their development.

* * * * *

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 1 is amended
as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 continues to read, in part, as follows:

Authority: 26 U.S.C. 7805 * * *
Par. 2. Section 1.704–3 is amended by:
1. Adding four sentences to paragraph

(a)(1) at the end of the last sentence and
revising paragraph (a)(10).

2. Revising the first sentence of para-
graph (f) and adding one sentence to the
end of the paragraph.

The revisions and additions read as fol-
lows:

§1.704–3 Contributed property.

(a) * * * (1) * * * The principles of this
paragraph (a)(1), together with the meth-
ods described in paragraphs (b), (c) and
(d) of this section, apply only to contri-
butions of property that are otherwise re-
spected. See for example §1.701–2. Ac-
cordingly, even though a partnership’s al-
location method may be described in the
literal language of paragraphs (b), (c) or
(d) of this section, based on the particu-
lar facts and circumstances, the Commis-

sioner can recast the contribution as appro-
priate to avoid tax results inconsistent with
the intent of subchapter K. One factor that
may be considered by the Commissioner is
the use of the remedial allocation method
by related partners in which allocations of
remedial items of income, gain, loss or de-
duction are made to one partner and the al-
locations of offsetting remedial items are
made to a related partner.

* * * * *
(10) Anti-abuse rule—(i) In general.

An allocation method (or combination of
methods) is not reasonable if the contri-
bution of property (or event that results in
reverse section 704(c) allocations) and the
corresponding allocation of tax items with
respect to the property are made with a
view to shifting the tax consequences of
built-in gain or loss among the partners
in a manner that substantially reduces the
present value of the partners’ aggregate tax
liability. For purposes of this paragraph
(a)(10), all references to the partners shall
include both direct and indirect partners.

(ii) Definition of indirect partner. An
indirect partner is any direct or indirect
owner of a partnership, S corporation, or
controlled foreign corporation (as defined
in section 957(a) or 953(c)), or direct or in-
direct beneficiary of a trust or estate, that
is a partner in the partnership, and any con-
solidated group of which the partner in the
partnership is a member (within the mean-
ing of §1.1502–1(h)). An owner (whether
directly or through tiers of entities) of a
controlled foreign corporation is treated as
an indirect partner only with respect to al-
locations of items of income, gain, loss,
or deduction that enter into the computa-
tion of a United States shareholder’s in-
clusion under section 951(a) with respect
to the controlled foreign corporation, enter
into any person’s income attributable to a
United States shareholder’s inclusion un-
der section 951(a) with respect to the con-
trolled foreign corporation, or would en-
ter into the computations described in this
sentence if such items were allocated to the
controlled foreign corporation.

* * * * *
(f) Effective/Applicability Dates.

With the exception of paragraphs (a)(1),
(a)(8)(ii), (a)(8)(iii), (a)(10), and (a)(11)
of this section, this section applies
to properties contributed to a partner-
ship and to restatements pursuant to
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§1.704–1(b)(2)(iv)(f) on or after Decem-
ber 21, 1993. * * * Paragraphs (a)(1) and
(a)(10) of this section are applicable for
taxable years beginning after June 9, 2010.

Linda E. Stiff,
Deputy Commissioner for
Services and Enforcement.

Approved May 28, 2010.

Michael Mundaca,
Assistant Secretary

of the Treasury (Tax Policy).

(Filed by the Office of the Federal Register on June 8, 2010,
8:45 a.m., and published in the issue of the Federal Register
for June 9, 2010, 75 F.R. 32659)

Section 6621.—Determina-
tion of Rate of Interest
26 CFR 301.6621–1: Interest rate.

Interest rates; underpayment and
overpayments. The rates for interest de-
termined under section 6621 of the Code
for the calendar quarter beginning July 1,
2010, will be 4 percent for overpayments
(3 percent in the case of a corporation), 4
percent for underpayments, and 6 percent
for large corporate underpayments. The
rate of interest paid on the portion of a
corporate overpayment exceeding $10,000
will be 1.5 percent.

Rev. Rul. 2010–14

Section 6621 of the Internal Revenue
Code establishes the rates for interest
on tax overpayments and tax underpay-
ments. Under section 6621(a)(1), the
overpayment rate is the sum of the federal
short-term rate plus 3 percentage points
(2 percentage points in the case of a cor-
poration), except the rate for the portion

of a corporate overpayment of tax exceed-
ing $10,000 for a taxable period is the
sum of the federal short-term rate plus
0.5 of a percentage point. Under section
6621(a)(2), the underpayment rate is the
sum of the federal short-term rate plus 3
percentage points.

Section 6621(c) provides that for pur-
poses of interest payable under section
6601 on any large corporate underpay-
ment, the underpayment rate under section
6621(a)(2) is determined by substituting
“5 percentage points” for “3 percentage
points.” See section 6621(c) and section
301.6621–3 of the Regulations on Proce-
dure and Administration for the definition
of a large corporate underpayment and
for the rules for determining the appli-
cable date. Section 6621(c) and section
301.6621–3 are generally effective for
periods after December 31, 1990.

Section 6621(b)(1) provides that the
Secretary will determine the federal
short-term rate for the first month in each
calendar quarter. Section 6621(b)(2)(A)
provides that the federal short-term rate
determined under section 6621(b)(1) for
any month applies during the first calen-
dar quarter beginning after that month.
Section 6621(b)(3) provides that the fed-
eral short-term rate for any month is the
federal short-term rate determined during
that month by the Secretary in accordance
with section 1274(d), rounded to the near-
est full percent (or, if a multiple of 1/2 of
1 percent, the rate is increased to the next
highest full percent).

Notice 88–59, 1988–1 C.B. 546, an-
nounced that, in determining the quarterly
interest rates to be used for overpayments
and underpayments of tax under section
6621, the Internal Revenue Service will
use the federal short-term rate based on
daily compounding because that rate is
most consistent with section 6621 which,

pursuant to section 6622, is subject to daily
compounding.

The federal short-term rate determined
in accordance with section 1274(d) dur-
ing April 2010 is the rate published in
Revenue Ruling 2010–12, 2010–18 I.R.B.
617 to take effect beginning May 1, 2010.
The federal short-term rate, rounded to the
nearest full percent, based on daily com-
pounding determined during the month of
April 2010 is 1 percent. Accordingly, an
overpayment rate of 4 percent (3 percent
in the case of a corporation) and an under-
payment rate of 4 percent are established
for the calendar quarter beginning July 1,
2010. The overpayment rate for the por-
tion of a corporate overpayment exceeding
$10,000 for the calendar quarter beginning
July 1, 2010, is 1.5 percent. The under-
payment rate for large corporate underpay-
ments for the calendar quarter beginning
July 1, 2010, is 6 percent. These rates ap-
ply to amounts bearing interest during that
calendar quarter.

Interest factors for daily compound in-
terest for annual rates of 1.5 percent, 3 per-
cent, 4 percent, and 6 percent are published
in Tables 8, 11, 13, and 17 of Rev. Proc.
95–17, 1995–1 C.B. 556, 562, 565, 567,
and 571.

Annual interest rates to be compounded
daily pursuant to section 6622 that apply
for prior periods are set forth in the tables
accompanying this revenue ruling.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Deborah Colbert-James of the Of-
fice of Associate Chief Counsel (Proce-
dure & Administration). For further infor-
mation regarding this revenue ruling, con-
tact Ms. Colbert-James at (202) 622–8143
(not a toll-free call).

TABLE OF INTEREST RATES

PERIODS BEFORE JUL. 1, 1975 — PERIODS ENDING DEC. 31, 1986

OVERPAYMENTS AND UNDERPAYMENTS

PERIOD RATE
In 1995–1 C.B.

DAILY RATE TABLE

Before Jul. 1, 1975 6% Table 2, pg. 557
Jul. 1, 1975—Jan. 31, 1976 9% Table 4, pg. 559
Feb. 1, 1976—Jan. 31, 1978 7% Table 3, pg. 558
Feb. 1, 1978—Jan. 31, 1980 6% Table 2, pg. 557
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TABLE OF INTEREST RATES

PERIODS BEFORE JUL. 1, 1975 — PERIODS ENDING DEC. 31, 1986 – Continued

OVERPAYMENTS AND UNDERPAYMENTS

PERIOD RATE
In 1995–1 C.B.

DAILY RATE TABLE

Jan. 1, 1984—Jun. 30, 1984 11% Table 75, pg. 629
Jul. 1, 1984—Dec. 31, 1984 11% Table 75, pg. 629
Jan. 1, 1985—Jun. 30, 1985 13% Table 31, pg. 585
Jul. 1, 1985—Dec. 31, 1985 11% Table 27, pg. 581
Jan. 1, 1986—Jun. 30, 1986 10% Table 25, pg. 579
Jul. 1, 1986—Dec. 31, 1986 9% Table 23, pg. 577

TABLE OF INTEREST RATES

FROM JAN. 1, 1987 — DEC. 31, 1998

OVERPAYMENTS UNDERPAYMENTS

1995–1 C.B. 1995–1 C.B.
RATE TABLE PG RATE TABLE PG

Jan. 1, 1987—Mar. 31, 1987 8% 21 575 9% 23 577
Apr. 1, 1987—Jun. 30, 1987 8% 21 575 9% 23 577
Jul. 1, 1987—Sep. 30, 1987 8% 21 575 9% 23 577
Oct. 1, 1987—Dec. 31, 1987 9% 23 577 10% 25 579
Jan. 1, 1988—Mar. 31, 1988 10% 73 627 11% 75 629
Apr. 1, 1988—Jun. 30, 1988 9% 71 625 10% 73 627
Jul. 1, 1988—Sep. 30, 1988 9% 71 625 10% 73 627
Oct. 1, 1988—Dec. 31, 1988 10% 73 627 11% 75 629
Jan. 1, 1989—Mar. 31, 1989 10% 25 579 11% 27 581
Apr. 1, 1989—Jun. 30, 1989 11% 27 581 12% 29 583
Jul. 1, 1989—Sep. 30, 1989 11% 27 581 12% 29 583
Oct. 1, 1989—Dec. 31, 1989 10% 25 579 11% 27 581
Jan. 1, 1990—Mar. 31, 1990 10% 25 579 11% 27 581
Apr. 1, 1990—Jun. 30, 1990 10% 25 579 11% 27 581
Jul. 1, 1990—Sep. 30, 1990 10% 25 579 11% 27 581
Oct. 1, 1990—Dec. 31, 1990 10% 25 579 11% 27 581
Jan. 1, 1991—Mar. 31, 1991 10% 25 579 11% 27 581
Apr. 1, 1991—Jun. 30, 1991 9% 23 577 10% 25 579
Jul. 1, 1991—Sep. 30, 1991 9% 23 577 10% 25 579
Oct. 1, 1991—Dec. 31, 1991 9% 23 577 10% 25 579
Jan. 1, 1992—Mar. 31, 1992 8% 69 623 9% 71 625
Apr. 1, 1992—Jun. 30, 1992 7% 67 621 8% 69 623
Jul. 1, 1992—Sep. 30, 1992 7% 67 621 8% 69 623
Oct. 1, 1992—Dec. 31, 1992 6% 65 619 7% 67 621
Jan. 1, 1993—Mar. 31, 1993 6% 17 571 7% 19 573
Apr. 1, 1993—Jun. 30, 1993 6% 17 571 7% 19 573
Jul. 1, 1993—Sep. 30, 1993 6% 17 571 7% 19 573
Oct. 1, 1993—Dec. 31, 1993 6% 17 571 7% 19 573
Jan. 1, 1994—Mar. 31, 1994 6% 17 571 7% 19 573
Apr. 1, 1994—Jun. 30, 1994 6% 17 571 7% 19 573
Jul. 1, 1994—Sep. 30, 1994 7% 19 573 8% 21 575
Oct. 1, 1994—Dec. 31, 1994 8% 21 575 9% 23 577
Jan. 1, 1995—Mar. 31, 1995 8% 21 575 9% 23 577
Apr. 1, 1995—Jun. 30, 1995 9% 23 577 10% 25 579
Jul. 1, 1995—Sep. 30, 1995 8% 21 575 9% 23 577
Oct. 1, 1995—Dec. 31, 1995 8% 21 575 9% 23 577
Jan. 1, 1996—Mar. 31, 1996 8% 69 623 9% 71 625
Apr. 1, 1996—Jun. 30, 1996 7% 67 621 8% 69 623
Jul. 1, 1996—Sep. 30, 1996 8% 69 623 9% 71 625
Oct. 1, 1996—Dec. 31, 1996 8% 69 623 9% 71 625
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TABLE OF INTEREST RATES

FROM JAN. 1, 1987 — DEC. 31, 1998 – Continued

OVERPAYMENTS UNDERPAYMENTS

1995–1 C.B. 1995–1 C.B.
RATE TABLE PG RATE TABLE PG

Jan. 1, 1997—Mar. 31, 1997 8% 21 575 9% 23 577
Apr. 1, 1997—Jun. 30, 1997 8% 21 575 9% 23 577
Jul. 1, 1997—Sep. 30, 1997 8% 21 575 9% 23 577
Oct. 1, 1997—Dec. 31, 1997 8% 21 575 9% 23 577
Jan. 1, 1998—Mar. 31, 1998 8% 21 575 9% 23 577
Apr. 1, 1998—Jun. 30, 1998 7% 19 573 8% 21 575
Jul. 1, 1998—Sep. 30, 1998 7% 19 573 8% 21 575
Oct. 1, 1998—Dec. 31, 1998 7% 19 573 8% 21 575

TABLE OF INTEREST RATES

FROM JANUARY 1, 1999 — PRESENT

NONCORPORATE OVERPAYMENTS AND UNDERPAYMENTS

1995–1 C.B.
RATE TABLE PG

Jan. 1, 1999—Mar. 31, 1999 7% 19 573
Apr. 1, 1999—Jun. 30, 1999 8% 21 575
Jul. 1, 1999—Sep. 30, 1999 8% 21 575
Oct. 1, 1999—Dec. 31, 1999 8% 21 575
Jan. 1, 2000—Mar. 31, 2000 8% 69 623
Apr. 1, 2000—Jun. 30, 2000 9% 71 625
Jul. 1, 2000—Sep. 30, 2000 9% 71 625
Oct. 1, 2000—Dec. 31, 2000 9% 71 625
Jan. 1, 2001—Mar. 31, 2001 9% 23 577
Apr. 1, 2001—Jun. 30, 2001 8% 21 575
Jul. 1, 2001—Sep. 30, 2001 7% 19 573
Oct. 1, 2001—Dec. 31, 2001 7% 19 573
Jan. 1, 2002—Mar. 31, 2002 6% 17 571
Apr. 1, 2002—Jun. 30, 2002 6% 17 571
Jul. 1, 2002—Sep. 30, 2002 6% 17 571
Oct. 1, 2002—Dec. 31, 2002 6% 17 571
Jan. 1, 2003—Mar. 31, 2003 5% 15 569
Apr. 1, 2003—Jun. 30, 2003 5% 15 569
Jul. 1, 2003—Sep. 30, 2003 5% 15 569
Oct. 1, 2003—Dec. 31, 2003 4% 13 567
Jan. 1, 2004—Mar. 31, 2004 4% 61 615
Apr. 1, 2004—Jun. 30, 2004 5% 63 617
Jul. 1, 2004—Sep. 30, 2004 4% 61 615
Oct. 1, 2004—Dec. 31, 2004 5% 63 617
Jan. 1, 2005—Mar. 31, 2005 5% 15 569
Apr. 1, 2005—Jun. 30, 2005 6% 17 571
Jul. 1, 2005—Sep. 30, 2005 6% 17 571
Oct. 1, 2005—Dec. 31, 2005 7% 19 573
Jan. 1, 2006—Mar. 31, 2006 7% 19 573
Apr. 1, 2006—Jun. 30, 2006 7% 19 573
Jul. 1, 2006—Sep. 30, 2006 8% 21 575
Oct. 1, 2006—Dec. 31, 2006 8% 21 575
Jan. 1, 2007—Mar. 31, 2007 8% 21 575
Apr. 1, 2007—Jun. 30, 2007 8% 21 575
Jul. 1, 2007—Sep. 30, 2007 8% 21 575
Oct. 1, 2007—Dec. 31, 2007 8% 21 575
Jan. 1, 2008—Mar. 31, 2008 7% 67 621
Apr. 1, 2008—Jun. 30, 2008 6% 65 619
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TABLE OF INTEREST RATES

FROM JANUARY 1, 1999 — PRESENT – Continued

NONCORPORATE OVERPAYMENTS AND UNDERPAYMENTS

1995–1 C.B.
RATE TABLE PG

Jul. 1, 2008—Sep. 30, 2008 5% 63 617
Oct. 1, 2008—Dec. 31, 2008 6% 65 619
Jan. 1, 2009—Mar. 31, 2009 5% 15 569
Apr. 1, 2009—Jun. 30, 2009 4% 13 567
Jul. 1, 2009—Sep. 30, 2009 4% 13 567
Oct. 1, 2009—Dec. 31, 2009 4% 13 567
Jan. 1, 2010—Mar. 31, 2010 4% 13 567
Apr. 1, 2010—Jun. 30, 2010 4% 13 567
Jul. 1, 2010—Sep. 30, 2010 4% 13 567

TABLE OF INTEREST RATES

FROM JANUARY 1, 1999 — PRESENT

CORPORATE OVERPAYMENTS AND UNDERPAYMENTS

OVERPAYMENTS UNDERPAYMENTS

1995–1 C.B. 1995–1 C.B.
RATE TABLE PG RATE TABLE PG

Jan. 1, 1999—Mar. 31, 1999 6% 17 571 7% 19 573
Apr. 1, 1999—Jun. 30, 1999 7% 19 573 8% 21 575
Jul. 1, 1999—Sep. 30, 1999 7% 19 573 8% 21 575
Oct. 1, 1999—Dec. 31, 1999 7% 19 573 8% 21 575
Jan. 1, 2000—Mar. 31, 2000 7% 67 621 8% 69 623
Apr. 1, 2000—Jun. 30, 2000 8% 69 623 9% 71 625
Jul. 1, 2000—Sep. 30, 2000 8% 69 623 9% 71 625
Oct. 1, 2000—Dec. 31, 2000 8% 69 623 9% 71 625
Jan. 1, 2001—Mar. 31, 2001 8% 21 575 9% 23 577
Apr. 1, 2001—Jun. 30, 2001 7% 19 573 8% 21 575
Jul. 1, 2001—Sep. 30, 2001 6% 17 571 7% 19 573
Oct. 1, 2001—Dec. 31, 2001 6% 17 571 7% 19 573
Jan. 1, 2002—Mar. 31, 2002 5% 15 569 6% 17 571
Apr. 1, 2002—Jun. 30, 2002 5% 15 569 6% 17 571
Jul. 1, 2002—Sep. 30, 2002 5% 15 569 6% 17 571
Oct. 1, 2002—Dec. 31, 2002 5% 15 569 6% 17 571
Jan. 1, 2003—Mar. 31, 2003 4% 13 567 5% 15 569
Apr. 1, 2003—Jun. 30, 2003 4% 13 567 5% 15 569
Jul. 1, 2003—Sep. 30, 2003 4% 13 567 5% 15 569
Oct. 1, 2003—Dec. 31, 2003 3% 11 565 4% 13 567
Jan. 1, 2004—Mar. 31, 2004 3% 59 613 4% 61 615
Apr. 1, 2004—Jun. 30, 2004 4% 61 615 5% 63 617
Jul. 1, 2004—Sep. 30, 2004 3% 59 613 4% 61 615
Oct. 1, 2004—Dec. 31, 2004 4% 61 615 5% 63 617
Jan. 1, 2005—Mar. 31, 2005 4% 13 567 5% 15 569
Apr. 1, 2005—Jun. 30, 2005 5% 15 569 6% 17 571
Jul. 1, 2005—Sep. 30, 2005 5% 15 569 6% 17 571
Oct. 1, 2005—Dec. 31, 2005 6% 17 571 7% 19 573
Jan. 1, 2006—Mar. 31, 2006 6% 17 571 7% 19 573
Apr. 1, 2006—Jun. 30, 2006 6% 17 571 7% 19 573
Jul. 1, 2006—Sep. 30, 2006 7% 19 573 8% 21 575
Oct. 1, 2006—Dec. 31, 2006 7% 19 573 8% 21 575
Jan. 1, 2007—Mar. 31, 2007 7% 19 573 8% 21 575
Apr. 1, 2007—Jun. 30, 2007 7% 19 573 8% 21 575
Jul. 1, 2007—Sep. 30, 2007 7% 19 573 8% 21 575
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TABLE OF INTEREST RATES

FROM JANUARY 1, 1999 — PRESENT – Continued

CORPORATE OVERPAYMENTS AND UNDERPAYMENTS

OVERPAYMENTS UNDERPAYMENTS

1995–1 C.B. 1995–1 C.B.
RATE TABLE PG RATE TABLE PG

Oct. 1, 2007—Dec. 31, 2007 7% 19 573 8% 21 575
Jan. 1, 2008—Mar. 31, 2008 6% 65 619 7% 67 621
Apr. 1, 2008—Jun. 30, 2008 5% 63 617 6% 65 619
Jul. 1, 2008—Sep. 30, 2008 4% 61 615 5% 63 617
Oct. 1, 2008—Dec. 31, 2008 5% 63 617 6% 65 619
Jan. 1, 2009—Mar. 31, 2009 4% 13 567 5% 15 569
Apr. 1, 2009—Jun. 30, 2009 3% 11 565 4% 13 567
Jul. 1, 2009—Sep. 30, 2009 3% 11 565 4% 13 567
Oct. 1, 2009—Dec. 31, 2009 3% 11 565 4% 13 567
Jan. 1, 2010—Mar. 31, 2010 3% 11 565 4% 13 567
Apr. 1, 2010—Jun. 30, 2010 3% 11 565 4% 13 567
Jul. 1, 2010—Sep. 30, 2010 3% 11 565 4% 13 567

TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS

FROM JANUARY 1, 1991 — PRESENT

1995–1 C.B.
RATE TABLE PG

Jan. 1, 1991—Mar. 31, 1991 13% 31 585
Apr. 1, 1991—Jun. 30, 1991 12% 29 583
Jul. 1, 1991—Sep. 30, 1991 12% 29 583
Oct. 1, 1991—Dec. 31, 1991 12% 29 583
Jan. 1, 1992—Mar. 31, 1992 11% 75 629
Apr. 1, 1992—Jun. 30, 1992 10% 73 627
Jul. 1, 1992—Sep. 30, 1992 10% 73 627
Oct. 1, 1992—Dec. 31, 1992 9% 71 625
Jan. 1, 1993—Mar. 31, 1993 9% 23 577
Apr. 1, 1993—Jun. 30, 1993 9% 23 577
Jul. 1, 1993—Sep. 30, 1993 9% 23 577
Oct. 1, 1993—Dec. 31, 1993 9% 23 577
Jan. 1, 1994—Mar. 31, 1994 9% 23 577
Apr. 1, 1994—Jun. 30, 1994 9% 23 577
Jul. 1, 1994—Sep. 30, 1994 10% 25 579
Oct. 1, 1994—Dec. 31, 1994 11% 27 581
Jan. 1, 1995—Mar. 31, 1995 11% 27 581
Apr. 1, 1995—Jun. 30, 1995 12% 29 583
Jul. 1, 1995—Sep. 30, 1995 11% 27 581
Oct. 1, 1995—Dec. 31, 1995 11% 27 581
Jan. 1, 1996—Mar. 31, 1996 11% 75 629
Apr. 1, 1996—Jun. 30, 1996 10% 73 627
Jul. 1, 1996—Sep. 30, 1996 11% 75 629
Oct. 1, 1996—Dec. 31, 1996 11% 75 629
Jan. 1, 1997—Mar. 31, 1997 11% 27 581
Apr. 1, 1997—Jun. 30, 1997 11% 27 581
Jul. 1, 1997—Sep. 30, 1997 11% 27 581
Oct. 1, 1997—Dec. 31, 1997 11% 27 581
Jan. 1, 1998—Mar. 31, 1998 11% 27 581
Apr. 1, 1998—Jun. 30, 1998 10% 25 579
Jul. 1, 1998—Sep. 30, 1998 10% 25 579
Oct. 1, 1998—Dec. 31, 1998 10% 25 579
Jan. 1, 1999—Mar. 31, 1999 9% 23 577
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TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS

FROM JANUARY 1, 1991 — PRESENT – Continued

1995–1 C.B.
RATE TABLE PG

Apr. 1, 1999—Jun. 30, 1999 10% 25 579
Jul. 1, 1999—Sep. 30, 1999 10% 25 579
Oct. 1, 1999—Dec. 31, 1999 10% 25 579
Jan. 1, 2000—Mar. 31, 2000 10% 73 627
Apr. 1, 2000—Jun. 30, 2000 11% 75 629
Jul. 1, 2000—Sep. 30, 2000 11% 75 629
Oct. 1, 2000—Dec. 31, 2000 11% 75 629
Jan. 1, 2001—Mar. 31, 2001 11% 27 581
Apr. 1, 2001—Jun. 30, 2001 10% 25 579
Jul. 1, 2001—Sep. 30, 2001 9% 23 577
Oct. 1, 2001—Dec. 31, 2001 9% 23 577
Jan. 1, 2002—Mar. 31, 2002 8% 21 575
Apr. 1, 2002—Jun. 30, 2002 8% 21 575
Jul. 1, 2002—Sep. 30, 2002 8% 21 575
Oct. 1, 2002—Dec. 30, 2002 8% 21 575
Jan. 1, 2003—Mar. 31, 2003 7% 19 573
Apr. 1, 2003—Jun. 30, 2003 7% 19 573
Jul. 1, 2003—Sep. 30, 2003 7% 19 573
Oct. 1, 2003—Dec. 31, 2003 6% 17 571
Jan. 1, 2004—Mar. 31, 2004 6% 65 619
Apr. 1, 2004—Jun. 30, 2004 7% 67 621
Jul. 1, 2004—Sep. 30, 2004 6% 65 619
Oct. 1, 2004—Dec. 31, 2004 7% 67 621
Jan. 1, 2005—Mar. 31, 2005 7% 19 573
Apr. 1, 2005—Jun. 30, 2005 8% 21 575
Jul. 1, 2005—Sep. 30, 2005 8% 21 575
Oct. 1, 2005—Dec. 31, 2005 9% 23 577
Jan. 1, 2006—Mar. 31, 2006 9% 23 577
Apr. 1, 2006—Jun. 30, 2006 9% 23 577
Jul. 1, 2006—Sep. 30, 2006 10% 25 579
Oct. 1, 2006—Dec. 31, 2006 10% 25 579
Jan. 1, 2007—Mar. 31, 2007 10% 25 579
Apr. 1, 2007—Jun. 30, 2007 10% 25 579
Jul. 1, 2007—Sep. 30, 2007 10% 25 579
Oct. 1, 2007—Dec. 31, 2007 10% 25 579
Jan. 1, 2008—Mar. 31, 2008 9% 71 625
Apr. 1, 2008—Jun. 30, 2008 8% 69 623
Jul. 1, 2008—Sep. 30, 2008 7% 67 621
Oct. 1, 2008—Dec. 31, 2008 8% 69 623
Jan. 1, 2009—Mar. 31, 2009 7% 19 573
Apr. 1, 2009—Jun. 30, 2009 6% 17 571
Jul. 1, 2009—Sep. 30, 2009 6% 17 571
Oct. 1, 2009—Dec. 31, 2009 6% 17 571
Jan. 1, 2010—Mar. 31, 2010 6% 17 571
Apr. 1, 2010—Jun. 30, 2010 6% 17 571
Jul. 1, 2010—Sep. 30, 2010 6% 17 571
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TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000

FROM JANUARY 1, 1995 — PRESENT

1995–1 C.B.
RATE TABLE PG

Jan. 1, 1995—Mar. 31, 1995 6.5% 18 572
Apr. 1, 1995—Jun. 30, 1995 7.5% 20 574
Jul. 1, 1995—Sep. 30, 1995 6.5% 18 572
Oct. 1, 1995—Dec. 31, 1995 6.5% 18 572
Jan. 1, 1996—Mar. 31, 1996 6.5% 66 620
Apr. 1, 1996—Jun. 30, 1996 5.5% 64 618
Jul. 1, 1996—Sep. 30, 1996 6.5% 66 620
Oct. 1, 1996—Dec. 31, 1996 6.5% 66 620
Jan. 1, 1997—Mar. 31, 1997 6.5% 18 572
Apr. 1, 1997—Jun. 30, 1997 6.5% 18 572
Jul. 1, 1997—Sep. 30, 1997 6.5% 18 572
Oct. 1, 1997—Dec. 31, 1997 6.5% 18 572
Jan. 1, 1998—Mar. 31, 1998 6.5% 18 572
Apr. 1, 1998—Jun. 30, 1998 5.5% 16 570
Jul. 1, 1998—Sep. 30, 1998 5.5% 16 570
Oct. 1, 1998—Dec. 31, 1998 5.5% 16 570
Jan. 1, 1999—Mar. 31, 1999 4.5% 14 568
Apr. 1, 1999—Jun. 30, 1999 5.5% 16 570
Jul. 1, 1999—Sep. 30, 1999 5.5% 16 570
Oct. 1, 1999—Dec. 31, 1999 5.5% 16 570
Jan. 1, 2000—Mar. 31, 2000 5.5% 64 618
Apr. 1, 2000—Jun. 30, 2000 6.5% 66 620
Jul. 1, 2000—Sep. 30, 2000 6.5% 66 620
Oct. 1, 2000—Dec. 31, 2000 6.5% 66 620
Jan. 1, 2001—Mar. 31, 2001 6.5% 18 572
Apr. 1, 2001—Jun. 30, 2001 5.5% 16 570
Jul. 1, 2001—Sep. 30, 2001 4.5% 14 568
Oct. 1, 2001—Dec. 31, 2001 4.5% 14 568
Jan. 1, 2002—Mar. 31, 2002 3.5% 12 566
Apr. 1, 2002—Jun. 30, 2002 3.5% 12 566
Jul. 1, 2002—Sep. 30, 2002 3.5% 12 566
Oct. 1, 2002—Dec. 31, 2002 3.5% 12 566
Jan. 1, 2003—Mar. 31, 2003 2.5% 10 564
Apr. 1, 2003—Jun. 30, 2003 2.5% 10 564
Jul. 1, 2003—Sep. 30, 2003 2.5% 10 564
Oct. 1, 2003—Dec. 31, 2003 1.5% 8 562
Jan. 1, 2004—Mar. 31, 2004 1.5% 56 610
Apr. 1, 2004—Jun. 30, 2004 2.5% 58 612
Jul. 1, 2004—Sep. 30, 2004 1.5% 56 610
Oct. 1, 2004—Dec. 31, 2004 2.5% 58 612
Jan. 1, 2005—Mar. 31, 2005 2.5% 10 564
Apr. 1, 2005—Jun. 30, 2005 3.5% 12 566
Jul. 1, 2005—Sep. 30, 2005 3.5% 12 566
Oct. 1, 2005—Dec. 31, 2005 4.5% 14 568
Jan. 1, 2006—Mar. 31, 2006 4.5% 14 568
Apr. 1, 2006—Jun. 30, 2006 4.5% 14 568
Jul. 1, 2006—Sep. 30, 2006 5.5% 16 570
Oct. 1, 2006—Dec. 31, 2006 5.5% 16 570
Jan. 1, 2007—Mar. 31, 2007 5.5% 16 570
Apr. 1, 2007—Jun. 30, 2007 5.5% 16 570
Jul. 1, 2007—Sep. 30, 2007 5.5% 16 570
Oct. 1, 2007—Dec. 31, 2007 5.5% 16 570
Jan. 1, 2008—Mar. 31, 2008 4.5% 62 616
Apr. 1, 2008—Jun. 30, 2008 3.5% 60 614
Jul. 1, 2008—Sep. 30, 2008 2.5% 58 612
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TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000

FROM JANUARY 1, 1995 — PRESENT – Continued

1995–1 C.B.
RATE TABLE PG

Oct. 1, 2008—Dec. 31, 2008 3.5% 60 614
Jan. 1, 2009—Mar. 31, 2009 2.5% 10 564
Apr. 1, 2009—Jun. 30, 2009 1.5% 8 562
Jul. 1, 2009—Sep. 30, 2009 1.5% 8 562
Oct. 1, 2009—Dec. 31, 2009 1.5% 8 562
Jan. 1, 2010—Mar. 31, 2010 1.5% 8 562
Apr. 1, 2010—Jun. 30, 2010 1.5% 8 562
Jul. 1, 2010—Sep. 30, 2010 1.5% 8 562

June 28, 2010 780 2010–26 I.R.B.



Part III. Administrative, Procedural, and Miscellaneous
Update for Weighted Average
Interest Rates, Yield Curves,
and Segment Rates

Notice 2010–47

This notice provides guidance as to the
corporate bond weighted average interest
rate and the permissible range of interest
rates specified under § 412(b)(5)(B)(ii)(II)
of the Internal Revenue Code as in ef-
fect for plan years beginning before 2008.
It also provides guidance on the corpo-
rate bond monthly yield curve (and the
corresponding spot segment rates), the
24-month average segment rates, and
the funding transitional segment rates
under § 430(h)(2). In addition, this no-
tice provides guidance as to the interest
rate on 30-year Treasury securities un-
der § 417(e)(3)(A)(ii)(II) as in effect for
plan years beginning before 2008, the
30-year Treasury weighted average rate
under § 431(c)(6)(E)(ii)(I), and the min-

imum present value segment rates under
§ 417(e)(3)(D) as in effect for plan years
beginning after 2007.

CORPORATE BOND WEIGHTED
AVERAGE INTEREST RATE

Sections 412(b)(5)(B)(ii) and
412(l)(7)(C)(i), as amended by the Pen-
sion Funding Equity Act of 2004 and by
the Pension Protection Act of 2006 (PPA),
provide that the interest rates used to cal-
culate current liability and to determine
the required contribution under § 412(l)
for plan years beginning in 2004 through
2007 must be within a permissible range
based on the weighted average of the rates
of interest on amounts invested conser-
vatively in long term investment grade
corporate bonds during the 4-year period
ending on the last day before the beginning
of the plan year.

Notice 2004–34, 2004–1 C.B. 848, pro-
vides guidelines for determining the cor-
porate bond weighted average interest rate

and the resulting permissible range of in-
terest rates used to calculate current liabil-
ity. That notice establishes that the corpo-
rate bond weighted average is based on the
monthly composite corporate bond rate de-
rived from designated corporate bond in-
dices. The methodology for determining
the monthly composite corporate bond rate
as set forth in Notice 2004–34 continues to
apply in determining that rate. See Notice
2006–75, 2006–2 C.B. 366.

The composite corporate bond rate for
May 2010 is 5.67 percent. Pursuant to No-
tice 2004–34, the Service has determined
this rate as the average of the monthly
yields for the included corporate bond in-
dices for that month.

The following corporate bond weighted
average interest rate was determined for
plan years beginning in the month shown
below.

For Plan Years
Beginning in Permissible Range

Month Year

Corporate
Bond Weighted

Average 90% to 100%

June 2010 6.34 5.71 6.34

YIELD CURVE AND SEGMENT
RATES

Generally for plan years beginning
after 2007 (except for delayed effective
dates for certain plans under sections 104,
105, and 106 of PPA), § 430 of the Code
specifies the minimum funding require-
ments that apply to single employer plans
pursuant to § 412. Section 430(h)(2) spec-
ifies the interest rates that must be used
to determine a plan’s target normal cost
and funding target. Under this provision,
present value is generally determined us-
ing three 24-month average interest rates

(“segment rates”), each of which applies
to cash flows during specified periods.
However, an election may be made under
§ 430(h)(2)(D)(ii) to use the monthly yield
curve in place of the segment rates. For
plan years beginning in 2008 and 2009, a
transitional rule under § 430(h)(2)(G) pro-
vides that the segment rates are blended
with the corporate bond weighted average
as specified above. An election may be
made under § 430(h)(2)(G)(iv) to use the
segment rates without applying the transi-
tional rule.

Notice 2007–81, 2007–2 C.B. 899,
provides guidelines for determining the

monthly corporate bond yield curve, the
24-month average corporate bond segment
rates, and the funding transitional segment
rates used to compute the target normal
cost and the funding target. Pursuant to
Notice 2007–81, the monthly corporate
bond yield curve derived from May 2010
data is in Table I at the end of this notice.
The spot first, second, and third segment
rates for the month of May 2010 are, re-
spectively, 2.34, 5.42, and 6.26. The three
24-month average corporate bond seg-
ment rates applicable for June 2010 under
the election of § 430(h)(2)(G)(iv) are as
follows:

First
Segment

Second
Segment

Third
Segment

4.16 6.52 6.68
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The transitional segment rates under
§ 430(h)(2)(G) applicable for June 2010,
taking into account the corporate bond

weighted average of 6.34 stated above, are
as follows:

For Plan Years
Beginning in

First
Segment

Second
Segment

Third
Segment

2009 4.89 6.46 6.57

The transitional rule of § 430(h)(2)(G)
does not apply to plan years starting in
2010. Therefore, for a plan year starting in
2010 with a lookback month to June 2010,
the funding segment rates are the three
24-month average corporate bond segment
rates applicable for June 2010, listed above
without blending for the transitional pe-
riod.

30-YEAR TREASURY SECURITIES
INTEREST RATES

Section 417(e)(3)(A)(ii)(II) (prior to
amendment by PPA) defines the appli-
cable interest rate, which must be used
for purposes of determining the minimum
present value of a participant’s benefit
under § 417(e)(1) and (2), as the annual
rate of interest on 30-year Treasury se-
curities for the month before the date

of distribution or such other time as the
Secretary may by regulations prescribe.
Section 1.417(e)–1(d)(3) of the Income
Tax Regulations provides that the applica-
ble interest rate for a month is the annual
rate of interest on 30-year Treasury secu-
rities as specified by the Commissioner
for that month in revenue rulings, notices
or other guidance published in the Internal
Revenue Bulletin.

The rate of interest on 30-year Treasury
securities for May 2010 is 4.29 percent.
The Service has determined this rate as the
average of the yield on the 30-year Trea-
sury bond maturing in February 2040 de-
termined each day through May 12, 2010,
and the yield on the 30-year Treasury bond
maturing in May 2040 determined each
day for the balance of the month.

Generally for plan years beginning
after 2007, § 431 specifies the mini-

mum funding requirements that apply to
multiemployer plans pursuant to § 412.
Section 431(c)(6)(B) specifies a minimum
amount for the full-funding limitation
described in section 431(c)(6)(A), based
on the plan’s current liability. Section
431(c)(6)(E)(ii)(I) provides that the inter-
est rate used to calculate current liability
for this purpose must be no more than 5
percent above and no more than 10 percent
below the weighted average of the rates of
interest on 30-year Treasury securities dur-
ing the four-year period ending on the last
day before the beginning of the plan year.
Notice 88–73, 1988–2 C.B. 383, provides
guidelines for determining the weighted
average interest rate. The following rates
were determined for plan years beginning
in the month shown below.

For Plan Years
Beginning in Permissible Range

Month Year

30-Year
Treasury
Weighted
Average

90% to 105%

June 2010 4.39 3.95 4.61

MINIMUM PRESENT VALUE
SEGMENT RATES

Generally for plan years beginning af-
ter December 31, 2007, the applicable in-
terest rates under § 417(e)(3)(D) are seg-
ment rates computed without regard to a

24-month average. For plan years begin-
ning in 2008 through 2011, the applica-
ble interest rates are the monthly spot seg-
ment rates blended with the applicable rate
under § 417(e)(3)(A)(ii)(II) as in effect
for plan years beginning in 2007. Notice
2007–81 provides guidelines for determin-

ing the minimum present value segment
rates. Pursuant to that notice, the min-
imum present value transitional segment
rates determined for May 2010, taking into
account the May 2010 30-year Treasury
rate of 4.29 stated above, are as follows:

For Plan Years
Beginning in

First
Segment

Second
Segment

Third
Segment

2009 3.51 4.74 5.08
2010 3.12 4.97 5.47

DRAFTING INFORMATION

The principal author of this notice is
Tony Montanaro of the Employee Plans,

Tax Exempt and Government Entities Di-
vision. Mr. Montanaro may be e-mailed at
RetirementPlanQuestions@irs.gov.
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Table I

Monthly Yield Curve for May 2010
Derived from May 2010 Data

Maturity Yield Maturity Yield Maturity Yield Maturity Yield Maturity Yield

0.5 1.13 20.5 6.02 40.5 6.29 60.5 6.39 80.5 6.43

1.0 1.31 21.0 6.03 41.0 6.29 61.0 6.39 81.0 6.43

1.5 1.53 21.5 6.04 41.5 6.30 61.5 6.39 81.5 6.44

2.0 1.80 22.0 6.05 42.0 6.30 62.0 6.39 82.0 6.44

2.5 2.11 22.5 6.06 42.5 6.30 62.5 6.39 82.5 6.44

3.0 2.45 23.0 6.07 43.0 6.31 63.0 6.39 83.0 6.44

3.5 2.80 23.5 6.08 43.5 6.31 63.5 6.39 83.5 6.44

4.0 3.13 24.0 6.09 44.0 6.31 64.0 6.40 84.0 6.44

4.5 3.44 24.5 6.10 44.5 6.32 64.5 6.40 84.5 6.44

5.0 3.72 25.0 6.11 45.0 6.32 65.0 6.40 85.0 6.44

5.5 3.97 25.5 6.12 45.5 6.32 65.5 6.40 85.5 6.44

6.0 4.19 26.0 6.13 46.0 6.32 66.0 6.40 86.0 6.44

6.5 4.39 26.5 6.14 46.5 6.33 66.5 6.40 86.5 6.44

7.0 4.56 27.0 6.15 47.0 6.33 67.0 6.40 87.0 6.44

7.5 4.71 27.5 6.15 47.5 6.33 67.5 6.41 87.5 6.45

8.0 4.85 28.0 6.16 48.0 6.34 68.0 6.41 88.0 6.45

8.5 4.97 28.5 6.17 48.5 6.34 68.5 6.41 88.5 6.45

9.0 5.08 29.0 6.18 49.0 6.34 69.0 6.41 89.0 6.45

9.5 5.18 29.5 6.18 49.5 6.34 69.5 6.41 89.5 6.45

10.0 5.27 30.0 6.19 50.0 6.34 70.0 6.41 90.0 6.45

10.5 5.35 30.5 6.19 50.5 6.35 70.5 6.41 90.5 6.45

11.0 5.42 31.0 6.20 51.0 6.35 71.0 6.41 91.0 6.45

11.5 5.49 31.5 6.21 51.5 6.35 71.5 6.42 91.5 6.45

12.0 5.55 32.0 6.21 52.0 6.35 72.0 6.42 92.0 6.45

12.5 5.60 32.5 6.22 52.5 6.36 72.5 6.42 92.5 6.45

13.0 5.65 33.0 6.22 53.0 6.36 73.0 6.42 93.0 6.45

13.5 5.69 33.5 6.23 53.5 6.36 73.5 6.42 93.5 6.45

14.0 5.73 34.0 6.23 54.0 6.36 74.0 6.42 94.0 6.45

14.5 5.77 34.5 6.24 54.5 6.36 74.5 6.42 94.5 6.46

15.0 5.80 35.0 6.24 55.0 6.37 75.0 6.42 95.0 6.46

15.5 5.83 35.5 6.25 55.5 6.37 75.5 6.42 95.5 6.46

16.0 5.85 36.0 6.25 56.0 6.37 76.0 6.43 96.0 6.46

16.5 5.88 36.5 6.26 56.5 6.37 76.5 6.43 96.5 6.46

17.0 5.90 37.0 6.26 57.0 6.37 77.0 6.43 97.0 6.46

17.5 5.92 37.5 6.27 57.5 6.38 77.5 6.43 97.5 6.46

18.0 5.94 38.0 6.27 58.0 6.38 78.0 6.43 98.0 6.46

18.5 5.96 38.5 6.27 58.5 6.38 78.5 6.43 98.5 6.46

19.0 5.97 39.0 6.28 59.0 6.38 79.0 6.43 99.0 6.46

19.5 5.99 39.5 6.28 59.5 6.38 79.5 6.43 99.5 6.46

20.0 6.00 40.0 6.29 60.0 6.38 80.0 6.43 100.0 6.46
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Definition of Terms
Revenue rulings and revenue procedures
(hereinafter referred to as “rulings”) that
have an effect on previous rulings use the
following defined terms to describe the ef-
fect:

Amplified describes a situation where
no change is being made in a prior pub-
lished position, but the prior position is be-
ing extended to apply to a variation of the
fact situation set forth therein. Thus, if
an earlier ruling held that a principle ap-
plied to A, and the new ruling holds that the
same principle also applies to B, the earlier
ruling is amplified. (Compare with modi-
fied, below).

Clarified is used in those instances
where the language in a prior ruling is be-
ing made clear because the language has
caused, or may cause, some confusion.
It is not used where a position in a prior
ruling is being changed.

Distinguished describes a situation
where a ruling mentions a previously pub-
lished ruling and points out an essential
difference between them.

Modified is used where the substance
of a previously published position is being
changed. Thus, if a prior ruling held that a
principle applied to A but not to B, and the
new ruling holds that it applies to both A

and B, the prior ruling is modified because
it corrects a published position. (Compare
with amplified and clarified, above).

Obsoleted describes a previously pub-
lished ruling that is not considered deter-
minative with respect to future transac-
tions. This term is most commonly used in
a ruling that lists previously published rul-
ings that are obsoleted because of changes
in laws or regulations. A ruling may also
be obsoleted because the substance has
been included in regulations subsequently
adopted.

Revoked describes situations where the
position in the previously published ruling
is not correct and the correct position is
being stated in a new ruling.

Superseded describes a situation where
the new ruling does nothing more than re-
state the substance and situation of a previ-
ously published ruling (or rulings). Thus,
the term is used to republish under the
1986 Code and regulations the same po-
sition published under the 1939 Code and
regulations. The term is also used when
it is desired to republish in a single rul-
ing a series of situations, names, etc., that
were previously published over a period of
time in separate rulings. If the new rul-
ing does more than restate the substance

of a prior ruling, a combination of terms
is used. For example, modified and su-
perseded describes a situation where the
substance of a previously published ruling
is being changed in part and is continued
without change in part and it is desired to
restate the valid portion of the previously
published ruling in a new ruling that is self
contained. In this case, the previously pub-
lished ruling is first modified and then, as
modified, is superseded.

Supplemented is used in situations in
which a list, such as a list of the names of
countries, is published in a ruling and that
list is expanded by adding further names in
subsequent rulings. After the original rul-
ing has been supplemented several times, a
new ruling may be published that includes
the list in the original ruling and the ad-
ditions, and supersedes all prior rulings in
the series.

Suspended is used in rare situations to
show that the previous published rulings
will not be applied pending some future
action such as the issuance of new or
amended regulations, the outcome of cases
in litigation, or the outcome of a Service
study.

Abbreviations
The following abbreviations in current use
and formerly used will appear in material
published in the Bulletin.

A—Individual.
Acq.—Acquiescence.
B—Individual.
BE—Beneficiary.
BK—Bank.
B.T.A.—Board of Tax Appeals.
C—Individual.
C.B.—Cumulative Bulletin.
CFR—Code of Federal Regulations.
CI—City.
COOP—Cooperative.
Ct.D.—Court Decision.
CY—County.
D—Decedent.
DC—Dummy Corporation.
DE—Donee.
Del. Order—Delegation Order.
DISC—Domestic International Sales Corporation.
DR—Donor.
E—Estate.
EE—Employee.
E.O.—Executive Order.

ER—Employer.
ERISA—Employee Retirement Income Security Act.
EX—Executor.
F—Fiduciary.
FC—Foreign Country.
FICA—Federal Insurance Contributions Act.
FISC—Foreign International Sales Company.
FPH—Foreign Personal Holding Company.
F.R.—Federal Register.
FUTA—Federal Unemployment Tax Act.
FX—Foreign corporation.
G.C.M.—Chief Counsel’s Memorandum.
GE—Grantee.
GP—General Partner.
GR—Grantor.
IC—Insurance Company.
I.R.B.—Internal Revenue Bulletin.
LE—Lessee.
LP—Limited Partner.
LR—Lessor.
M—Minor.
Nonacq.—Nonacquiescence.
O—Organization.
P—Parent Corporation.
PHC—Personal Holding Company.
PO—Possession of the U.S.
PR—Partner.

PRS—Partnership.
PTE—Prohibited Transaction Exemption.
Pub. L.—Public Law.
REIT—Real Estate Investment Trust.
Rev. Proc.—Revenue Procedure.
Rev. Rul.—Revenue Ruling.
S—Subsidiary.
S.P.R.—Statement of Procedural Rules.
Stat.—Statutes at Large.
T—Target Corporation.
T.C.—Tax Court.
T.D. —Treasury Decision.
TFE—Transferee.
TFR—Transferor.
T.I.R.—Technical Information Release.
TP—Taxpayer.
TR—Trust.
TT—Trustee.
U.S.C.—United States Code.
X—Corporation.
Y—Corporation.
Z —Corporation.
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