
this paragraph (h)(4)(iii).  The predeces-
sor and successor principles under
§1.1502–21(f) also apply for purposes of
this paragraph (h)(4)(iii).

(5) Overlap with section 383.  The
principles under §1.1502–21(g) apply for
purposes of this paragraph (h)(4)(iii).  For
example, an overlap of this paragraph
(h)(4)(iii) and the application of section
383 with respect to a credit carryover oc-
curs if a corporation becomes a member
of a consolidated group (the SRLY event)
within six months of the change date of an
ownership change giving rise to a section
383 credit limitation with respect to that
carryover (the section 383 event), with
the result that the limitation of this para-
graph (h)(4)(iii) does not apply.  See
§§1.1502–21(g)(2)(ii)(A) and 1.383–1;
see also §1.1502–21(g)(4) (subgroup
rules).

(C) Effective date—(1) In general.
This paragraph (h)(4)(iii) generally ap-
plies to consolidated return years for
which the due date of the income tax re-
turn (without extensions) is after March
13, 1998.  See §1.1502–3(d)(4) for an op-
tional effective date rule (generally mak-
ing this paragraph (h)(4)(iii) also applica-
ble to a consolidated return year
beginning on or after January 1, 1997, if
the due date of the income tax return
(without extensions) was on or before
March 13, 1998). 

(i) Contribution years.  In general, a
group does not take into account a consol-
idated taxable year for which the due date
of the income tax return (without exten-
sions) is on or before March 13, 1998, in
determining a member’s (or subgroup’s)
contributions to the consolidated section
53(c) limitation under this paragraph
(h)(4)(iii).  However, if a consolidated
group chooses to apply the optional effec-
tive date rule, the consolidated group
shall not take into account a consolidated
taxable year beginning before January 1,
1997 in determining a member’s (or sub-
group’s) contributions to the consolidated
section 53(c) limitation under this para-
graph (h)(4)(iii).

(ii ) Special subgroup rule.  In the event
that the principles of §1.1502–21(g)(1) do
not apply to a particular credit carryover
in the current group, then solely for pur-
poses of applying this paragraph
(h)(4)(iii) to determine the limitation with

respect to that carryover and with respect
to which the SRLY register (the aggregate
of the member’s or subgroup’s contribu-
tion to consolidated section 53(c) limita-
tion reduced by the aggregate of the mem-
ber’s or subgroup’s minimum tax credits
arising and absorbed in all consolidated
return years) began in a taxable year for
which the due date of the return is on or
before May 25, 2000, the principles of
§1.1502–21(c)(2) shall be applied without
regard to the phrase “or for a carryover
that was subject to the overlap rule de-
scribed in paragraph (g) of this section or
§1.1502–15(g) with respect to another
group (the former group).”

(2) Overlap rule.  Paragraph
(h)(4)(iii)(B)(5) of this section (relating to
overlap with section 383) applies to tax-
able years for which the due date (without
extensions) of the consolidated return is
after May 25, 2000.  For purposes of para-
graph (h)(4)(iii)(B)(5) of this section,
only an ownership change to which sec-
tion 383, as amended by the Tax Reform
Act of 1986 (100 Stat. 2095), applies and
which results in a section 383 credit limi-
tation shall constitute a section 383 event.
The optional effective date rule of
§1.1502–3(d)(4) (generally making this
paragraph (h)(4)(iii) also applicable to a
consolidated return year beginning on or
after January 1, 1997, if the due date of
the income tax return (without exten-
sions) was on or before March 13, 1998)
does not apply with respect to paragraph
(h)(4)(iii)(B)(5) of this section (relating to
the overlap rule).

§1.1502–55T [Removed]

Par. 8.  Section 1.1502–55T is re-
moved.

Par. 9.  Section 1.1502–98 is amended
by adding a sentence immediately follow-
ing the first sentence to read as follows:

§1.1502–98 Coordination with section
383.
* * * For example, subgroups with re-

spect to the carryover of general business
credits, minimum tax credits, unused for-
eign tax, and net capital loss are deter-
mined by applying the principles of
§1.1502–91(d)(1). * * *

§1.1502–9A [Amended]

Par. 10.  Section 1.1502–9A is
amended as follows:

1. In paragraph (a)(2), the last sentence
is amended by removing the language
“1.1502–3T(c)(4)” and adding
“1.1502–3(d)(4)” in its place.

2. In paragraph (b)(1)(v), the last sen-
tence is amended by removing the lan-
guage “1.1502–3T(c)(4)” and adding
“1.1502–3(d)(4)” in its place.

Robert E. Wenzel,
Deputy Commissioner 

of Internal Revenue.

Approved May 8, 2000.

Jonathan Talisman,
Deputy Assistant Secretary

of the Treasury.  

(Filed by the Office of the Federal Register on May
24, 2000, 8:45 a.m., and published in the issue of the
Federal Register for May 25, 2000, 65 F.R. 12717)

Section 6601.—Interest on
Underpayment, Nonpayment, or
Extensions of Time for Payment,
of Tax

26 CFR 301.6601–1: Interest on underpayments.

What are the rules for applying the net interest
rate of zero under § 6621(d) of the Code to interest
accruing on or after October 1, 1998. See Rev. Proc.
2000–26, page 1257.

Section 6611.—Interest on
Overpayments

26 CFR 301.6611–1: Interest on overpayments.

What are the rules for applying the net interest
rate of zero under § 6621(d) of the Code to interest
accruing on or after October 1, 1998. See Rev. Proc.
2000–26, page 1257.

Section 6621.—Determination
of Rate of Interest

26 CFR 301.6621–1: Interest rate.

What are the rules for applying the net interest
rate of zero under § 6621(d) of the Code to interest
accruing on or after October 1, 1998. See Rev. Proc.
2000–26, page 1257.
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26 CFR 601.105: Examination of returns and
claims for refund, credit, or abatement;
determination of correct tax liability.  (Also Part I,
sections 6601, 6611, 6621; 301.6601–1,
301.6611–1, 301.6621–1.)

Rev. Proc.  2000–26

SECTION 1. PURPOSE

This revenue procedure provides guid-
ance regarding the application of
§ 6621(d) of the Internal Revenue Code to
interest accruing on or after October 1,
1998.  Section 6621(d) was enacted by 
§ 3301 of the Internal Revenue Service
Restructuring and Reform Act of 1998
(RRA), Pub. L. No. 105–206, 112 Stat.
741, and was amended by § 4002(d) of
the Tax and Trade Relief Extension Act of
1998, Pub. L. No. 105–277, 112 Stat.
2681.  Section 6621(d) provides for a net
interest rate of zero to the extent of over-
lapping tax underpayments and tax over-
payments, and generally applies to inter-
est for periods beginning after July 22,
1998 (i.e., interest accruing on or after
October 1, 1998).  The net interest rate of
zero in § 6621(d) also applies to interest
for periods beginning before July 22,
1998 (i.e., interest accruing before Octo-
ber 1, 1998), provided certain conditions
are met.  Rev.  Proc.  99–43, 1999–47
I.R.B. 579, which modifies and super-
sedes Rev. Proc. 99–19, 1999–13 I.R.B.
10, provides guidance on the conditions
applicable to requests for the application
of a net interest rate of zero to interest ac-
cruing before October 1, 1998.  Section
3.02(1) of Rev.  Proc.  99–43 states that
the Service intends to provide further
guidance for interest accruing for periods
on or after October 1, 1998.  This revenue
procedure provides guidance on the appli-
cation of § 6621(d) for interest accruing
on or after October 1, 1998. 

SECTION 2. BACKGROUND 

.01 Interest computations in general.
(1) Section 6601(a) provides, in gen-

eral, that if any amount of tax imposed by
the Code is not paid on or before the last
date prescribed for payment, interest on
such amount must be paid for the period
from such last date to the date paid at the
underpayment rate established under §
6621.

(2) Section 6611(a) provides that in-
terest must be allowed and paid on any
overpayment in respect of any internal
revenue tax at the overpayment rate estab-
lished under § 6621.  Section 6611(b)(1)
provides that, in the case of a credit, inter-
est must be allowed and paid from the
date of the overpayment to the due date of
the amount against which the credit is
taken.  Section 6611(b)(2) provides that,
in the case of a refund, interest must be al-
lowed and paid from the date of the over-
payment to a date preceding the date of
the refund check by not more than 30
days.

.02 Interest rates in general.
(1) For interest accruing before Janu-

ary 1, 1999, § 6621(a)(1) provides that the
overpayment rate is the federal short-term
rate (determined under § 6621(b)) plus 2
percentage points.  For interest accruing
on or after January 1, 1999, § 6621(a)(1)
provides that the overpayment rate is the
federal short term rate (determined under
§ 6621(b)) plus 3 percentage points (2
percentage points in the case of a corpora-
tion).  To the extent that an overpayment
of tax by a corporation exceeds $10,000,
the overpayment rate is the federal short-
term rate plus 0.5 percent. 

(2) Section 6621(a)(2) provides that
the underpayment rate is the federal short-
term rate (determined under § 6621(b))
plus 3 percentage points.  Special rules in
§ 6621(c) increase the underpayment rate
on large corporate underpayments by an
additional 2 percentage points.

.03 Interest for overlapping periods.
(1) Section 6621(d), as enacted by

the RRA on July 22, 1998, provides that,
to the extent that for any period interest is
payable under subchapter A (§§ 6601 and
6602) and allowable under subchapter B
(§ 6611) on equivalent underpayments
and overpayments by the same taxpayer
of tax imposed by the Code, the net rate
of interest under § 6621 on such amounts
is zero for such period.

(2) The Conference Report,  H. R.
Conf. Rep. No. 599, 105th Cong., 2d Sess.
257 (1998), accompanying the RRA pro-
vides that the net interest rate of zero is ap-
plied without regard to whether the over-
payment or underpayment is currently
outstanding.  Further, each overpayment or
underpayment is considered only once in

determining whether equivalent amounts
of overpayment and underpayment overlap
for a particular period.  That report also
provides that the net interest rate of zero
applies even when special rules increase
the rate of interest for large corporate un-
derpayments under § 6621(c), or decrease
the rate of interest for large corporate over-
payments under § 6621(a).

.04 Interest accruing on or after Octo-
ber 1, 1998.

(1) Section 3301(c)(1) of the RRA
states that § 6621(d) generally applies to
interest for periods beginning after July
22, 1998 (i.e., interest accruing on or after
October 1, 1998).  

(2) In enacting § 6621(d), Congress
anticipated that in situations in which in-
terest is both payable and allowable by
the same taxpayer for the same period, the
Secretary will make all reasonable efforts
to offset the liabilities, rather than process
them separately using the net interest rate
of zero.   See H. R. Conf. Rep. No. 599,
105th Cong., 2d Sess. 257 (1998).

(3) Section 3301(c)(1) of the RRA
does not impose preconditions to apply-
ing the net interest rate of zero in §
6621(d) to interest accruing on or after
October 1, 1998.  Thus, for interest accru-
ing on or after October 1, 1998, there is
no statutory requirement that the taxpayer
request that the Service apply § 6621(d).  

(4) The Service does not currently
have the ability to automatically apply the
net rate of zero in § 6621(d).  Congress
recognized this current limitation and in-
tended that until such time as procedures
are implemented that allow for the auto-
matic application of § 6621(d) by the Ser-
vice, the Service will promptly and care-
fully consider any taxpayer’s request to
have interest charges recalculated in ac-
cordance with § 6621(d).  See H. R. Rep.
No. 364 (Part 1), 105th Cong., 1st Sess.
64 (1998); S. Rep. No. 174, 105th Cong.,
2d Sess. 62 (1998).  

SECTION 3. SCOPE

.01 Applicability.  This revenue proce-
dure applies to the application of the net
interest rate of zero in § 6621(d) to inter-
est for periods beginning after July 22,
1998 (i.e., interest accruing on or after
October 1, 1998).  



.02 Inapplicability. This revenue pro-
cedure does not apply to:

(1) the application of the net interest
rate of zero in § 6621(d) to interest for pe-
riods beginning before July 22, 1998 (i.e.,
interest accruing before October 1, 1998)
(see Rev.  Proc.  99–43 for guidance re-
garding interest accruing before October
1, 1998);

(2) interest accruing on or after Janu-
ary 1, 1999, for taxpayers other than cor-
porations (the interest rate on underpay-
ments and overpayments is equal for such
taxpayers on or after January 1, 1999);  

(3) an overpayment or underpayment
for any period during which interest on
the overpayment or underpayment is not
allowable or payable by law (e.g., the 45-
day interest disallowance rule under 
§ 6611(e)); or 

(4) the extent of an offset made pur-
suant to §§ 6402(a) and 6601(f), regard-
ing the crediting of an outstanding over-
payment against an outstanding
underpayment.  

SECTION 4.  IDENTIFYING PERIODS
FOR WHICH THE NET RATE OF
ZERO APPLIES

.01 In general. The Service will take
reasonable steps to identify overlapping
periods of tax overpayments and under-
payments and apply the net interest rate of
zero in § 6621(d) to interest accruing on or
after October 1,1998.  In such instances,
the Service will provide a copy of the in-
terest computation to the taxpayer.  How-
ever, because the Service is currently un-
able to automatically apply the net interest
rate of zero in § 6621(d), there may be in-
stances when the Service fails to identify
periods of overlap and apply the net inter-
est rate of zero.  To ensure that taxpayers
receive the benefit of the net interest rate
of zero in all applicable situations, taxpay-
ers should request the net interest rate of
zero (or request the Service to recompute
the net interest rate of zero if the taxpayer
disagrees with a Service computation of
the net interest rate of zero) on or before
the date on which the last applicable pe-
riod of limitation (as described in section
4.02 of this revenue procedure) closes and
according to the procedures in section 5 of
this revenue procedure.  Requests will be
required until such time as the Service can
automatically apply the net interest rate of
zero. 

.02 Applicable periods of limitation.
The applicable periods of limitation are as
follows:

(1) Underpayment interest.  A claim
for credit or refund of interest paid on an
underpayment pursuant to § 6601 or 6602
generally must be filed within 3 years
from the time the tax return was filed or 2
years from the time the interest was paid,
whichever period expires later, pursuant
to § 6511.  

(2) Overpayment interest.  A claim
for payment of additional interest allow-
able on an overpayment pursuant to 
§ 6611 must be filed within the 6-year pe-
riod in which a suit must be filed pursuant
to 28 U.S.C. §§ 2401 and 2501. SeeRev.
Rul.  56–506, 1956–2 C.B. 959.  A tax-
payer’s request for application of the net
interest rate of zero under the procedures
described in section 5 of this revenue pro-
cedure does not protect the taxpayer’s
rights with respect to suits against the
government pursuant to 28 U.S.C. 
§§ 2401 and 2501.  The only manner in
which a taxpayer can fully protect its
rights to additional overpayment interest
is by filing a civil suit against the United
States prior to the termination of the
6–year statutory period set forth in 28
U.S.C. §§ 2401 and 2501.   SeeRev.  Rul.
57–242, 1957–1 C.B. 452.

.03 Net Rate of Zero.  In general, the
Service will apply the net rate of zero as
follows:

(1) If the period of limitation for re-
funding underpayment interest (as de-
scribed in section 4.02(1) of this revenue
procedure) is open at the time a claim (as
described in sections 5.01 through 5.04 of
this revenue procedure) is filed or a writ-
ten request (as described in section 5.06
of this revenue procedure) is made, the
Service will apply the net rate of zero by
decreasing underpayment interest owed
by the taxpayer.  

(2) If the period of limitation for re-
funding underpayment interest (as de-
scribed in section 4.02(1) of this revenue
procedure) is closed at the time a claim
(as described in sections 5.01 through
5.04 of this revenue procedure) is filed or
a written request (as described in section
5.06 of this revenue procedure) is made,
but the period for paying additional over-
payment interest (as described in section
4.02(2) of this revenue procedure) is
open, the Service will apply the net rate of

zero by increasing overpayment interest
owed to the taxpayer. 

SECTION 5.  PROCEDURES FOR
REQUESTING THE NET RATE OF
ZERO

.01 Form to file.  Except as provided in
section 5.06 of this revenue procedure, re-
quests for the application of the net inter-
est rate of zero in § 6621(d) with respect
to interest accruing on or after October 1,
1998, should be made on Form 843,
Claim for Refund and Request for Abate-
ment.

.02 Where to file.  A Form 843 request-
ing the net rate of zero solely with respect
to interest accruing on or after October 1,
1998, should be sent to the Internal Rev-
enue Service Center where the taxpayer
filed its most recent federal income tax re-
turn. 

.03 Label.  The taxpayer should label
the top of the Form 843: “Request for Net
Interest Rate of Zero Under Rev. Proc.
2000–26.”

.04 Filing requirements for Form 843.
(1) Line 1 should be left blank. 
(2) The taxpayer may, but is not re-

quired to, place a dollar amount on Line
2.

(3) Line 3 should indicate the type of
tax and type of return covered by the re-
quest.  More than one box may be
checked if more than one type of tax or
return is covered by the request.  In addi-
tion, any taxes imposed by the Code (or
returns for those taxes) for which there is
no box on Line 3 should be written in on
that line. 

(4) Line 4 should be left blank.
(5) Line 5 should:

(a) identify the taxable periods for
which the taxpayer overpaid and under-
paid its tax liability.  A separate Form 843
is not required for each separate taxable
period involved in the request;

(b) state when the taxpayer paid
the tax if the underpayment is no longer
outstanding;

(c) state when the taxpayer re-
ceived a refund of tax if the overpayment
is no longer outstanding; 

(d) identify and establish the pe-
riod(s) for which the taxpayer’s overpay-
ment and underpayment overlapped and
the overlapping amount.  For this pur-
pose, the taxpayer should provide any
background material (such as copies of



examination reports, notices, or prior in-
terest computations provided by the Ser-
vice) relating to the overpayments and un-
derpayments.  The background material is
needed to assist the Service in determin-
ing the period(s) for which the overpay-
ment and underpayment overlap, and the
amount of such overlap;

(e) state that, to the extent of
equivalent amounts of underpayment and
overpayment for the period(s) identified
and established under section 5.04(5)(d)
of this revenue procedure, the period(s)
has (have) been used only once in a re-
quest to obtain the net interest rate of zero
under § 6621(d); however, if the full
amount of the overpayment or underpay-
ment is not used in a netting calculation,
the remaining portion may be used in an-
other netting calculation; and  

(f) provide a computation, to the
extent possible, of the amount of interest
to be credited, refunded, or abated to pro-
vide a net interest rate of zero for the pe-
riod(s) of overlap.  This computation gen-
erally should be made by applying 
§ 6621(d) to reduce the taxpayer’s under-
payment interest payable to the Service.
However, if the Form 843 is filed after
December 31, 1999, and only the period
of limitation for claiming additional over-
payment interest is open on that filing
date, the computation should be made by
applying § 6621(d) to increase the tax-
payer’s overpayment interest payable by
the Service.    

.05 Verification. The amounts used in a
computation provided under section
5.04(5)(f) of this revenue procedure are
subject to verification by the Service and
may be subject to adjustment for purposes
of computing the net interest rate of zero
pursuant to § 6621(d).

.06 Special procedure.  No Form 843 is
required when a computation of interest
using the net interest rate of zero under §
6621(d) for interest accruing on or after
October 1, 1998, is requested by a tax-
payer in connection with a return (or re-
turns) of the taxpayer under consideration
by any function of the Service (including
Examination, Appeals, or a case before a
federal court that requires a computation
of interest by any function of the Service).
Rather than filing a Form 843, the tax-
payer should provide the contact repre-
sentative of such function a letter or writ-
ten statement that:

(1) states that the taxpayer is request-
ing the net interest rate of zero under
§ 6621(d);

(2) indicates the type of tax and type
of return that affects the interest computa-
tion for the taxable period under considera-
tion;  

(3) states when and for what period(s)
the refund or payment (that affects the in-
terest computation for the taxable period
under consideration) was made; and

(4) states that, to the extent of equiva-
lent amounts of overpayment or underpay-
ment, the period(s) set forth under section
5.06(3) of this revenue procedure has
(have) not previously been applied to ob-
tain a net interest rate of zero under §
6621(d).

.07 Special procedure verification. The
refund or payment provided under section
5.06(3) of this revenue procedure is sub-
ject to verification by the Service and may
be subject to adjustment for purposes of
computing the net interest rate of zero
pursuant to § 6621(d).

.08 Coordination of requests.  If a tax-
payer has made a request for the applica-
tion of the net interest rate of zero for in-

terest accruing before October 1, 1998,
pursuant to either Rev.  Proc.  99–19 or
Rev.  Proc.  99–43, then that taxpayer
does not have to make a separate request
pursuant to this revenue procedure for the
portion of the overlapping period identi-
fied in that request that affects interest ac-
cruing on or after October 1, 1998.  The
Service will apply the net interest rate of
zero to interest accruing for the entire
overlapping period identified in the previ-
ously filed request at the time such re-
quest is processed.  Similarly, if a tax-
payer anticipates that a request will be
filed pursuant to Rev.  Proc.  99–43, then
the taxpayer may request the net interest
rate of zero for the entire overlapping pe-
riod and will not be required to make a
separate request under this revenue proce-
dure for the portion of the overlapping pe-
riod that affects interest accruing on or
after October 1, 1998.  The Service will
apply the net interest rate of zero to inter-
est accruing for the entire overlapping pe-
riod identified in the request at the time
such request is processed.    

SECTION 6. EFFECTIVE DATE

This revenue procedure is effective for
the application of the net interest rate of
zero in § 6621(d) to interest accruing on
or after October 1, 1998. 

DRAFTING INFORMATION

The principal author of this revenue
procedure is John J. McGreevy of the Of-
fice of Assistant Chief Counsel (Income
Tax and Accounting).  For further infor-
mation regarding this revenue procedure,
contact Mr. McGreevy on (202) 622-4910
(not a toll- free call).


