
payer, other than a financial services entity
as defined in §1.904–4(e)(3), has no un-
used foreign taxes in the pre-2007 separate
category for high withholding tax interest,
then any loss account balance in that cat-
egory shall be allocated to the post-2006
separate category for passive category in-
come. If the taxpayer is a financial ser-
vices entity, as defined in §1.904–4(e)(3),
and has no unused foreign taxes in the
pre-2007 separate category for high with-
holding tax interest, then any loss account
balance in that category shall be allocated
to the post-2006 separate category for gen-
eral category income.

(ii) Recapture of separate limitation
loss with respect to a pre-2007 separate
category for high withholding tax interest.
To the extent that a taxpayer has a balance
in a separate limitation loss account in any
pre-2007 separate category with respect
to a pre-2007 separate category for high
withholding tax interest at the end of the
taxpayer’s last taxable year beginning be-
fore January 1, 2007, such loss shall be
recaptured in subsequent taxable years on
a pro rata basis as income in the post-2006
separate categories for general category
and passive category income, based on the
proportion in which any unused foreign
taxes in the pre-2007 separate category for
high withholding tax interest are allocated
under §1.904–2(i)(1). If the taxpayer,
other than a financial services entity as
defined in §1.904–4(e)(3), has no unused
foreign taxes in the pre-2007 separate
category for high withholding tax inter-
est, then the loss account balance shall
be recaptured in subsequent taxable years
solely as income in the post-2006 separate
category for passive category income. If
the taxpayer is a financial services entity,
as defined in §1.904–4(e)(3), and has no
unused foreign taxes in the pre-2007 sep-
arate category for high withholding tax
interest, then the loss account balance shall
be recaptured in subsequent taxable years
solely as income in the post-2006 separate
category for general category income.

(4) Elimination of certain separate lim-
itation loss accounts. After application
of paragraphs (h)(1) through (h)(3) of this
section, any separate limitation loss ac-
count allocated to the post-2006 separate
category for passive category income for
which income is to be recaptured as pas-
sive category income, as determined un-
der those same provisions, shall be elimi-

nated. Similarly, after application of para-
graphs (h)(1) through (h)(3) of this section,
any separate limitation loss account allo-
cated to the post-2006 separate category
for general category income for which in-
come is to be recaptured as general cat-
egory income, as determined under those
same provisions, shall be eliminated.

(5) Alternative method. In lieu of
applying the rules of paragraphs (h)(1)
through (h)(3) of this section, a taxpayer
may apply the principles of paragraphs
(g)(1) and (g)(2) of this section to deter-
mine recapture in taxable years beginning
after December 31, 2006, of separate lim-
itation losses and overall foreign losses
incurred in taxable years beginning before
January 1, 2007. A taxpayer may choose
to use the alternative method on a timely
filed (original or amended) tax return or
during an audit. A taxpayer that uses the
alternative method on an amended return
or in the course of an audit must make
appropriate adjustments to eliminate any
double benefit arising from application of
the alternative method to years that are not
open for assessment. A taxpayer’s choice
to use the alternative method is evidenced
by employing the method. The taxpayer
need not file any separate statement.

(6) Effective/applicability date. This
paragraph (h) shall apply to taxable years
beginning after December 31, 2006,
and ending on or after December 21,
2007. However, taxpayers may choose
to apply 26 CFR 1.904(f)–12T(h) as it
appeared in the Code of Federal Reg-
ulations as of April 1, 2010, in lieu of
this paragraph (h) to taxable years be-
ginning after December 31, 2006 and
ending on or after December 21, 2007,
but ending before April 7, 2011 provided
that appropriate adjustments are made to
eliminate duplicate benefits arising from
application of 26 CFR 1.904(f)–12T(h)
to taxable years that are not open for
assessment. In addition, if a taxpayer
that is a financial services entity (as
defined in §1.904–4(e)(3)) chooses to
apply 26 CFR 1.904(f)–12T(h) to taxable
years ending before April 7, 2011, then
as of the beginning of the taxpayer’s
first taxable year ending on or after
April 7, 2011 any remaining balance
in a passive category loss account that
is attributable to a loss account in a
pre-2007 separate category for high
withholding tax interest shall be allocated

to the general category or eliminated
pursuant to §1.904(f)–12(h)(4), and any
remaining balance in a separate limitation
loss account with respect to passive
category income that is attributable to a
loss account with respect to a pre-2007
separate category for high withholding tax
interest will be recaptured in such year
and subsequent taxable years as general
category income or eliminated pursuant to
§1.904(f)–12(h)(4).

§1.904(f)–12T [Removed].

Par. 13. Section 1.904(f)–12T is re-
moved.

Steven T. Miller,
Deputy Commissioner for
Services and Enforcement.

Approved March 29, 2011.

Michael Mundaca,
Assistant Secretary of

the Treasury (Tax Policy).

(Filed by the Office of the Federal Register on April 6, 2011,
8:45 a.m., and published in the issue of the Federal Register
for April 7, 2011, 76 F.R. 19268)

Section 1274.—Determi-
nation of Issue Price in the
Case of Certain Debt Instru-
ments Issued for Property
(Also Sections 42, 280G, 382, 412, 467, 468, 482,
483, 642, 807, 846, 1288, 7520, 7872.)

Federal rates; adjusted federal rates;
adjusted federal long-term rate and the
long-term exempt rate. For purposes of
sections 382, 642, 1274, 1288, and other
sections of the Code, tables set forth the
rates for May 2011.

Rev. Rul. 2011–11

This revenue ruling provides various
prescribed rates for federal income tax pur-
poses for May 2011 (the current month).
Table 1 contains the short-term, mid-term,
and long-term applicable federal rates
(AFR) for the current month for purposes
of section 1274(d) of the Internal Revenue
Code. Table 2 contains the short-term,
mid-term, and long-term adjusted appli-
cable federal rates (adjusted AFR) for
the current month for purposes of section
1288(b). Table 3 sets forth the adjusted
federal long-term rate and the long-term
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tax-exempt rate described in section
382(f). Table 4 contains the appropriate
percentages for determining the low-in-
come housing credit described in section
42(b)(1) for buildings placed in service
during the current month. However, under

section 42(b)(2), the applicable percentage
for non-federally subsidized new build-
ings placed in service after July 30, 2008,
and before December 31, 2013, shall not
be less than 9%. Finally, Table 5 contains
the federal rate for determining the present

value of an annuity, an interest for life
or for a term of years, or a remainder or
a reversionary interest for purposes of
section 7520.

REV. RUL. 2011–11 TABLE 1

Applicable Federal Rates (AFR) for May 2011

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-term

AFR .56% .56% .56% .56%
110% AFR .62% .62% .62% .62%
120% AFR .67% .67% .67% .67%
130% AFR .73% .73% .73% .73%

Mid-term

AFR 2.44% 2.43% 2.42% 2.42%
110% AFR 2.69% 2.67% 2.66% 2.66%
120% AFR 2.94% 2.92% 2.91% 2.90%
130% AFR 3.18% 3.16% 3.15% 3.14%
150% AFR 3.68% 3.65% 3.63% 3.62%
175% AFR 4.30% 4.25% 4.23% 4.21%

Long-term

AFR 4.19% 4.15% 4.13% 4.11%
110% AFR 4.62% 4.57% 4.54% 4.53%
120% AFR 5.04% 4.98% 4.95% 4.93%
130% AFR 5.47% 5.40% 5.36% 5.34%

REV. RUL. 2011–11 TABLE 2

Adjusted AFR for May 2011

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-term adjusted
AFR

.73% .73% .73% .73%

Mid-term adjusted AFR 1.98% 1.97% 1.97% 1.96%

Long-term adjusted
AFR

4.30% 4.25% 4.23% 4.21%

REV. RUL. 2011–11 TABLE 3

Rates Under Section 382 for May 2011

Adjusted federal long-term rate for the current month 4.30%

Long-term tax-exempt rate for ownership changes during the current month (the highest of the adjusted
federal long-term rates for the current month and the prior two months.) 4.55%
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REV. RUL. 2011–11 TABLE 4

Appropriate Percentages Under Section 42(b)(1) for May 2011

Note: Under Section 42(b)(2), the applicable percentage for non-federally subsidized new buildings placed in service after
July 30, 2008, and before December 31, 2013, shall not be less than 9%.

Appropriate percentage for the 70% present value low-income housing credit 7.77%

Appropriate percentage for the 30% present value low-income housing credit 3.33%

REV. RUL. 2011–11 TABLE 5

Rate Under Section 7520 for May 2011

Applicable federal rate for determining the present value of an annuity, an interest for life or a term of years,
or a remainder or reversionary interest 3.0%

Section 1288.—Treatment
of Original Issue Discount
on Tax-Exempt Obligations

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of May 2011. See Rev. Rul. 2011-11, page 758.

Section 7520.—Valuation
Tables

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of May 2011. See Rev. Rul. 2011-11, page 758.

Section 7872.—Treatment
of Loans With Below-Market
Interest Rates

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of May 2011. See Rev. Rul. 2011-11, page 758.
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