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SECTION 1. PURPOSE
pri-

opy With respect to interest accruing before
October 1, 1998, this revenue procedure
(s)rovides guidance, and requests public
nmircomment, regarding the application of
2l § 6621(d) of the Internal Revenue Code
Section 6621(d) was enacted by § 3301 o
jodthe Internal Revenue Service Restructur:
0 ing and Refam Act of 1998 (RRA), Pub.
2d in No. 105-206/112 Stat. 741, and was
amended by § 4002(d) ofe@hlrax and
layTrade Relief ExtensivAct of 1998, Pub.
meL. No. 105-277112 Stat. 2681. Section
ings621(d) provides for a net interest rate of
thezero to the extent of overlapping tar-u
 ofderpayments and tax overpayments, an
19 generally applies to interest for periods be-
st ginning after July 22, 1998.¢., interest
accruing on or after October 1, 1998).
theqoweve, the net interest rate of zero in
taxg 6621(d) also applies to interest for peri-
Al ods beginning before July 22, 19@&.,
d interest accruing before October 1, 1998)
2Tprovided certain conditions are mékhis
€ revenue procedure provides guidance or

- and how to comply with, those conditions.
e
taxSECTION 2. BACKGROUND

os .01 Interest computations in general.

2IVe (1) Section 6601(a) provides, in gen-
NiSeral, that if any amount of tax imposed by
the Code is not paid on or before the las
date prescribed for payment, interest or
such amount must be paid for the perioc
im{rom such last date to the date paid at the
ntunderpayment rate established unde
§ 6621.
(2) Section 6&1(a) provides that inter-
est must be allowed and paid on any over
isPayment in respect of any internal revenue
tax at the overpayment rate establishe
under § 6621. Section 686(b)(1) pro-
vides that, in the case of a credit, interes
must be allowed and paid from the date o
the overpayment to the due date of the
amount against which the credit is taken.



Section 681(b)(2) provides that, in the 174, 105th Cong., 2d Sess. 62 (1998); HO2 Inapplicabilit y. This revenue proce-
case of a refund, interest must be alloweld. Conf. Rep. No. 599, 105th Cong., 2dlure does not apply to:
and paid from the date of the overpaySess. 257 (1998). Howay& 3301(c)(2) (1) the application of the net interest
ment to a date preceding the date of thef the RRA provides that § 6621(d) ap-rate of zero in § 6621(d) to interest for pe-
refund check by not more than 30 days. plies to interest for periods beginning beriods beginning after July 22, 199Be(,
_ fore July 22, 1998i., interest accruing interest accruing on or after October 1,
[02Interest rates in general. before October 1, 1998), provided certain998) The Service intends to provide
(1) For interest accruing before Januar§onditions are met. First, both periods ofurther guidance for those periods;
1, 1999, § 6621(a)(1) provides that th mitation applicable to the tax underpay- (2) an ov_erpayrr_lent or_unqlerpayment
overpayment rate is the federal short-terffi€nt and to the tax overpayment (as déor any period during which interest on
rate (determined under § 6621(b)) plus §cr|bed in section 2.04 of this revenuene overpayment or underpayment was
percentage pointsTo the extent that an Procedure) must have been open on Juot allowable or payable by law.g, the
overpayment of tax by a Corporation ex_22' 1998. Second! the ta.xpayer mUSt:. 45-day interest disallowance rule under
ceeds $10,000, the overpayment rate is the . (a) reasonably identify and establislg 6611(e)); or
federal short-term rate plus 0.5 percent. periods of tax overpayments and under- (3) an dfset made pursuant to
(2) Section 6621(a)(2) provides that thgayment; for which the net interest rate afg 6402(a) and 6601(f), regarding the
underpayment rate is the federal shor£S'® @pplies, and crediting of an outstanding overpayment
term rate (determined under § 6621(b)) __ (P) not later than December 31 against an outstanding underpayment.

. : 1999, request the Secretary oé ffrea-
lus 3 percentage points. Special rules .
F§) 6621F()c) incregsepthe undeFr)payment rata'Y to apply § 6621(d) to such periods. SECTION 4 APPLICATION

_ _ o PROCEDURES
on large corporate underpayments. .04 Applicable periods of limitationThe
03 Interest for overlapping periods. applllcable periods of limitation are as fol- .01Form to file. Except as provided in
lows: section 4.06 of this revenue procedure, re-

(1) Section 6621(d), as enacted by the (1) Underpayment interest claim for quests for the application of the net inter-
RRA on July 22, 1998, provides that, tocredit or refund of interest paid on an unest rate of zero in § 6621(d) to interest ac-
the extent that for any period interest iglerpayment pursuant to 8 6601 or 660eruing before October 1, 1998, should be
payable under subchapt (§§ 6601 and generally must be filed within 3 yearsmade on Form 843, Claim for Refund and
6602) and allowable under subchapter fsom the time the tax return was filed or ZRequest foAbatement.

(§ 6611) on equivalent underpaymenty/ears from the time the interest was paid, .02 Where to file. Form 843 should be
and overpayments by the same taxpaywhichever period expires latepursuant filed with the Internal Revenue Service

of tax imposed by the Code, the net raté® 8 63.1. Center where the taxpayer filed its most
of interest under § 6621 on such amounts (2) Overpayment interestA claim for recent federal income tax return.
is zero for such period. payment of additional interest allowable .03 Label. The taxpayer should label

(2) The Conference Report, H. R.On an overpayment pursuant to 8166 the top of the Form 843: “Request for Net
Conf. Rep. No. 599, 105th Cong., 2dnust be filed within the 6-year period ininterest Rate of Zero Under ReProc.

Sess. 257 (1998), accompanying the RRWhich a suit must be filed pursuant to 289-19.”

provides that the net interest rate of zerd-S.C. 88 2401 and 2501. SeevRRul. .04 Filing requirements for Form 843.
is applied without regard to whether thé6-506, 1956-2 C.B. 959. (1) Line 1 should be left blank.
overpayment or underpayment is cure (2) The taxpayer ma but is not re-
rently outstanding. Howeveeach over- SECTION 3. SCOPE quired to, place a dollar amount on Line

payment or underpayment is considered .01 Applicabilit y. This revenue proce- 2.
only once in determining whether equivadure applies to a taxpayer that requests the ~ (3) Line 3 should indicate the type of
lent amounts of overpayment and undefpplication of the net interest rate of zeréax and type of return covered by the re-
payment overlap for a particular periodin § 6621(d) to interest for periods beginquest. More than one box may be
That report also provides that the net inaing before July 22, 199@e., interest ac- checked if more than one type of tax or
terest rate of zero applies even when speruing before October 1, 1998), provided:return is covered by the request. In addi-
cial rules increase the rate of interest for (1) both applicable periods of limita-tion, any taxes imposed by the Code (or
large corporate underpayments undetion described in section 2.04 of this revreturns for those taxes) for which there is
§ 6621(c), or decrease the rate of intereshue procedure were open on July 220 box on Line 3 should be written in on
for large corporate overpayments undet998; that line.
§ 6621(a). (2) the periods of tax overpayments  (4) Line 4 should be left blank.

(3) Section 6621(d) generally applies t@and underpayments for which the net in-  (5) Line 5 should:
interest for periods (calendar quarters) beerest rate of zero applies are reasonably (a) identify the taxable periods for
ginning after July 22, 1998.¢., interest identified and established (as described iwhich the taxpayer overpaid and unde
accruing on or after October 1, 1998)section 4 of this revenue procedure); andpaid its tax liabiliy. A separate Form 843
SeeH. R. Rep. No. 364 (Part 1), 105th (3) the request is made not later thais not required for each separate taxable
Cong., 1st Sess. 64 (1998); S. Rep. N@ecember 31, 1999. period involved in the request;



(b) state when the taxpayer paid the (3) states when and for what peest rate of zero in computing interest ac-
tax if the underpayment is no longer outriod(s) the refund or payment (thdfexts cruing before October 1, 1998, taxpayers
standing; the interest computation for the taxablenust reasonably identify and establish pe-

(c) state when the taxpayer receive@eriod under consideration) was madejods of overlapping overpayments and
a refund of tax if the overpayment is nand underpayments for which the net interest
longer outstanding; (4) states that, to the extent of equivrate of zero applies, and not later than De-

(d) identify and establish the pe-alent amounts of overpayment or undeicember 31, 1999, request that § 6621(d)
riod(s) for which the taxpayes overpay- payment, the period(s) set forth undepe applied The Treasury Department and
ment and underpayment overlapped. F@jection 4.06(3) of this revenue procedurghe Service recognize that by December
this purpose, the taxpayer should providRas (have) not previously been applied 191, 1999, some taxpayers may not be able
any background material (such as copieshtain a net interest rate of zero undeg, provide a final computation of how the
of examination reports, notices, or priog 6621(d).
gé?\:iizt) ;:gler::iﬁ):;t?él?hnesog;(i\éf?;iegé t;neﬂa.m Special pocedure verificationThe accruing before October 1, 1998. For ex-

Yy _ fund or payment provided under S_eCt'oﬂmple, a taxpayer may not be able to pro-
underpaymentsThe background material 4,06(3) of this revenue procedure is sURzide this final computation by December
is needed to assist the Service in deteject to verification by the Service and Ma%) 1999 b pth S ,_y .
mining the period(s) for which the over-he supject to adjustment for purposes of; , because e serscexamina-

) . jon of the taxable years involved has not
payment and underpayment overlap, angbmputing the net interest rate of zerg y

net interest rate of zero applies to interest

the amount of such overlap; _ pursuant to § 6621(d). een cor_npleted or commenced.

(e) state that, to the extent of equiva- .02 Written comments are requested re-
lent amounts of underpayment and ovelSECTION 5. EXAMPLES garding the level of specificity necessary
payment for the period(s) identified and to reasonably identify and establish on or

. . .01 Example 1. Xis a calendar year corporation. .
established under section 4.04(5)(d) the Service examined's Form1120, Corporation hefore December 31, 1999, the period(s)

this revenue procedure, the_period(s) hascome Tax Return, for the 1992 and 1994 taxabldOr Which an equivalent amount of over-
(have) been used only once in a request §ears. For the 1994 taxable yethe Service deter- payment and underpayment of tax overlap
obtain the net interest rate of zero undewined thatX was entitled to a refund of $30,000.\yhen the taxpayer cannot provide by De-

§ 6621(d); and This Servicejinit_iated refund was made on Septembt&rember 31, 1999, a final computation of
(f) rovide a computation. to the eX_Zl, 1997, with interest computed from March 15h . .
pr p » U 1995, to July 29, 1997. For the 1992 taxable,yea NOW the net interest rate of zero applies to
tent possible, of the amount of interest t@gyice determined thxtunderpaid its income tax by interest accruing before October 1, 1998.
be credited, refunded, or abated to providgso,000 The Service senx a notice and demand for Comments should be submitted by May
a net interest rate of zero for the period($ayment dated May 3, 1998, whiX paid on May 14, 1999, either to:
of overlap This computation should bel2, 1998, with interest computed from March 15, Internal Revenue Service

: 1993, to May 3, 1998. April 27, 1999 X filed a
made by applying 8§ 6621(d) to an lmderliorm 843 requesting the application of § 6621(d) for P.O. Box 7604
payment year to reduce the taxpagdia-

<. i the overlap period from March 15, 1995, to July 29, Ben Franklin Station
bility for underpayment interest. 1997. On July 22, 1998, hoth the 6-year period of hi
e . I e . ! Washington, DC 20044
.05 Verification.The amounts used in alimitation for claiming additional overpayment inter- Attn: CC:DOM:CORP:R (IT&A
computation provided under sectiorestonX's 1997 refund and the 2-year period of limita- ’ ’ ’ ’ !
Branch 1) Room 5228

4.04(5)“) of this revenue procedure aréion for claiming a refund of underpayment interest
subject to verification by the Service anpaid in 1998 were operX will be refunded the dher- or electronically via:

. . ence between the underpayment interest paid qytp://Awww.irs.ustreas.gov/prod/tax regs/
may be subject to adjustment for purposes oo for the period from March 15, 1995, to July P govip —"ed

of computing the net interest rate of zer@g, 1997, and the overpayment interest computed ar? mment,s'htr_m )
pursuant to § 6621(d). paid on $30,000 for that period. the Servicts internet site).

06 Special pocedue. No Form 843 is .02 Example 2 The facts are the same asbHg-

X . . i i SECTION 7. EFFECTIVE BTE

requ”,ed when a computation of In,[eresgmple 1 except that the Service seXa notice apd

. h . f d emand for payment dated May 3, 1996, which . . .
using the net. Interest rate.o ZET0 UNA&Liq on May 12, 1996, with interest computed from 1NiS revenue procedure i¢fective for
§ 6621(d) for interest accruing before OCmarch 15, 1993, to May 3, 1996.n@pril 27, 1999, taxpayer requests made not later than De-
tober 1, 1998, is requested by a taxpayerfiled a Form 843 requesting the application ofcember 31, 1999, for the application of

in connection with a return (or returns) of 6621(d) for the overlap period from March 15,0 ot interest rate of zero in § 6621(d) to

the taxpayer under consideration by an}?9% o May 3, 1996. On July 22, 1998, the 6-year -
office OIfD ,[E]/e Service The taxpayer myust eriod of limitation for claiming additional overpay- INterest accruing before October 1, 1998.

. . ment interest oiX's 1997 refund was open, but the
furnish a letter or written statement t0_year period of limitation for claiming a refund of DPRAFTING INFORMATION
such dfice that: underpayment interest paid in 1996 was not open. o .
(1) states that the taxpayer is requestherefore, the net interest rate of zero under The prmgpal author of this revenue
ing the net interest rate of zero unde$ 6621(d) does not apply to the overlap period anprocedure is John J. McGreevy of the Of-

§ 6621(d); no adjustment will be made. fice of Assistant Chief Counsel (Income
(2) indicates the type of tax and typ&ecTION 6. REQUESE FOR Tax.aml Accou.nting).. For further infor-

of return that Hects the interest computa-coMMENTS mation regarding this revenue procedure,

tion for the taxable period under consider- contact M. McGreevy on (202) 622-4910

ation; .01 For the application of the net inter{not a toll- free call).



