
of $500 each (total reserves of $2,000). If
two cases settled in 1986 for $750 each
($1,500 total), the remaining loss reserve
would be $1,000. Under the regulation,
according to Atl
would find “reserve strengthening” of
$500 (1986 loss reserves ($1,000) less
(first year reserves ($2,000) less second
year payments ($1,500))), even though re-
serves did not in
sioner denies this consequ
ing that, under the stipulation in this case,
the increase in the reserve would be “re-
duced to zero” by an 
when the 
justments in the IBNR reserve (reserve for
claims “incurred but not reported”) may
result from payments in excess of prior re-
serve amount
reserves. Brief for Respondent 36–39.

We need not resolve that dispute, be-
cause we agree with the Commissioner
that Atlany
event, unru-
alty insurer that had only four cases
would not be in business very long, with
or without the benefit of the tax adjust-
ment — or, if held
be put to better use ine
whole point of the insurance business is to
spread the insu
ber of cases, where experience and the
law of probabilities can be relied upon.
And where hundreds (or more likely thou-
sands) of claims are involved, claims re-
solved for less than estimated reserves
will tend to offset clair
more than estimated reserves. See Notice
of Proposed Rulemaking Discounted Un-
paid Losses, FI–139–86, 1991–2 Cum.
Bull. 946, 947 (“For most unpaid loss re-
serves . . . , any potential inaccuracies are
likely to offset each other in the aggre-
gate”). Th
discrepancy in one directio
but it would not approach the relative pro-
portions cl
borne in mind that the provision at issue
here is a limitation upon an extraordinary
deduction 
was certainly no need for that deduction
to be microscopically fair-
pretation a-
tion seems to us a reasonable accommo-
dation — and one that the statute very
likely intended — of the competing inter-
ests of fairness, administrab
avoidance of abuse.

* * *

Section 6621.— Determination
of Interest Rate

26 CFR 301.6621–1:  Interest rate.

Interest rates; underpayments and
overpayments. The rate of interest deter-
mined under section 6621 of the Code for
the calendar quarter beginning October 1,
1998, will be 7 percent for overpayments,
8 percent for underpayments, and 10 per-
cent for large corporate underpayments.
The rate of interest paid on the portion of
a corporate overpayment exceeding
$10,000 is 5.5 percent.

Rev. Rul. 98–46
Section 6621 of the Internal Revenue

Code establishes different rates for inter-
est on tax overpayments and interest on
tax underpayments.  Under § 6621(a)(1),
the overpayment rate is the sum of the
federal short-term rate plus 2 percentage
points, except the rate for the portion of a
corporate overpayment of tax exceeding
$10,000 for a taxable period is the sum of
the federal short-term rate plus 0.5 of a
percentage point for interest computations
made after December 31, 1994.  Under 
§ 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 § 6601 on
any large corporate underpayment, the
underpayment rate under § 6621(a)(2) is
determined by substituting “5 percentage
points” for “3 percentage points.”  See 
§ 6621(c) and § 301.6621–3 of the Regu-
lations on Procedure and Administration
for the definition of a large corporate un-
derpayment and for the rules for det
mining the applicable date.  Section
6621(c) and § 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 calen-
dar quarter.

Section 6621(b)(2)(A) provides that the
federal short-term rate determined under
§ 6621(b)(1) for any month applies during
the first calendar quarter beginning after
such month.

Section 6621(b)(3) provides that the
federal short-term rate for any month is
the federal short-term rate determined
during such month by the Secretary in ac-
cordance with § 1274(d), rounded to the
nearest 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 § 6621,
the Internal Revenue Service will use the
federal short-term rate based on daily
compounding because that rate is most
consistent with § 6621 which, pursuant to
§ 6622, is subject to daily compounding.

Rounded to the nearest full percent, the
federal short-term rate based on daily
compounding determined during the
month of July 1998 is 5 percent.  Accord-
ingly, an overpayment rate of 7 percent
and an underpayment rate of 8 percent are
established for the calendar quarter begin-
ning October 1, 1998.  The overpayment
rate for the portion of a corporate over-
payment exceeding $10,000 for the calen-
dar quarter beginning October 1, 1998, is
5.5 percent.  The underpayment rate for
large corporate underpayments for the
calendar quarter beginning October 1,
1998, is 10 percent.  These rates apply to
amounts bearing interest during that cal-
endar quarter.

Interest factors for daily compound in-
terest for annual rates of 5.5 percent, 7
percent, 8 percent, and 10 percent are
published in Tables 16, 19, 21, and 25 of
Rev. Proc. 95–17, 1995–1 C.B. 556, 570,
573, 575, and 579.  

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

DRAFTING INFORM ATION

The principal author of this revenue
ruling is Raymond Bailey of the Office of
Assistant Chief Counsel (Income Tax and
Accounting).  For further information re-
garding this revenue ruling, contact M
Bailey on (202) 622-6226 (not a toll-free
call).
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TABLE OF INTEREST RATES

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

OVERPAYMENTS AND UNDERPAYMENTS

DAILY RATE TABLE 
PERIOD RATE IN 1995–1 C.B. 
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 
Feb. 1, 1980—Jan. 31, 1982 12%  Table 5,  pg. 560 
Feb. 1, 1982—Dec. 31, 1982 20%  Table 6,  pg. 560 
Jan. 1, 1983—Jun. 30, 1983 16%  Table 37, pg. 591 
Jul. 1, 1983—Dec. 31, 1983 11% Table 27, pg. 581 
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 
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TABLE OF INTEREST RATES  

FROM JAN. 1, 1987 - PRESENT

OVERPAYMENTS UNDERPAYMENTS

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

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



TABLE OF INTEREST RATES  (Continued)

FROM JAN. 1, 1987 - PRESENT

OVERPAYMENTS UNDERPAYMENTS

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

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
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 
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TABLE OF INTEREST RATES FOR   
LARGE CORPORATE UNDERPAYMENTS 

FROM JANUARY 1, 1991 - PRESENT

RATE TABLEPG
1995–1 C.B.

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



TABLE OF INTEREST RATES FOR   
LARGE CORPORATE UNDERPAYMENTS (Continued)

FROM JANUARY 1, 1991 - PRESENT

RATE TABLEPG
1995–1 C.B.

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 
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TABLE OF INTEREST RATES FOR CORPORATE   
OVERPAYMENTS EXCEEDING $10,000

FROM JANUARY 1, 1995 - PRESENT

RATE TABLE PG
1995–1  C.B. 

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  


