
is nonamortizable under paragraph (g)(2)(ii)(B) of
this section ($60) and the total unrealized apprecia-
tion inherent in the intangible reduced by the
amount of the increase in the adjusted basis of the
distributed intangible under section 732(b) to which
the anti-churning rules do not apply ($120 - $90 =
$30), over the fair market value of the distributed in-
tangible ($180).

Example 31. Partnership distribution causing
section 734(b) basis adjustment to section 197(f)(9)
intangible.  (i) On January 1, 2001, A, B, and C
form a partnership (ABC) in which each partner
shares equally in capital and income, gain, loss, and
deductions.  On that date, A contributes a section
197(f)(9) intangible with a zero basis and a value of
$150, and B and C each contribute $150 cash.  A
and B are related, but neither A nor B is related to
C.  ABC does not adopt the remedial allocation
method for making section 704(c) allocations of
amortization expenses with respect to the intangi-
ble.  On December 1, 2004, when the value of the
intangible has increased to $600, ABC distributes
$300 to B in complete redemption of B’s interest in
the partnership.  ABC has an election under section
754 in effect for the taxable year that includes De-
cember 1, 2004.  (Assume that, at the time of the
distribution, the basis of A’s partnership interest re-
mains zero, and the basis of each of B’s and C’s
partnership interest remains $150.) 

(ii) Immediately prior to the distribution, the as-
sets of the partnership are revalued pursuant to
§1.704–1(b)(2)(iv)(f), so that the section 197(f)(9)
intangible is reflected on the books of the partner-
ship at a value of $600.  B recognizes $150 of gain
under section 731(a)(1) upon the distribution of
$300 in redemption of B’s partnership interest.  As a
result, the adjusted basis of the intangible held by
ABC increases by $150 under section 734(b).  A
does not satisfy any of the tests set forth under para-
graph (h)(12)(iv)(B) and thus is not an eligible part-
ner.  C is not related to B and thus is an eligible
partner under paragraph (h)(12)(iv)(B)(1) of this
section.  The capital accounts of A and C are equal
immediately after the distribution, so, pursuant to
paragraph (h)(12)(iv)(D)(1) of this section, each
partner’s share of the basis increase is equal to $75.
Because A is not an eligible partner, the anti-churn-
ing rules apply to A’s share of the basis increase.
The anti-churning rules do not apply to C’s share of
the basis increase.  

(iii) For book purposes, ABC determines the
amortization of  the asset as follows: First, the in-
tangible that is subject to adjustment under section
734(b) will be divided into three assets: the first,
with a basis and value of $75 will be amortizable
for both book and tax purposes; the second, with a
basis and value of $75 will be amortizable for
book, but not tax purposes; and a third asset with a
basis of zero and a value of $450 will not be amor-
tizable for book or tax purposes.  Any subsequent
revaluation of the intangible pursuant to
§1.704–1(b)(2)(iv)(f) will be made solely with re-
spect to the third asset (which is not amortizable
for book purposes).  The book and tax attributes
from the first asset (i.e., book and tax amortization)
will be specially allocated to C.  The book and tax
attributes from the second asset (i.e., book amorti-
zation and non-amortizable tax basis) will be spe-
cially allocated to A.  Upon disposition of the in-

tangible, each partner’s share of gain or loss will be
determined first by allocating among the partners
an amount realized equal to the book value of the
intangible attributable to such partner, with any re-
maining amount realized being allocated in accor-
dance with the partnership agreement.  Each part-
ner then will compare its share of the amount
realized with its remaining basis in the intangible
to arrive at the gain or loss to be allocated to such
partner.  This is a reasonable method for amortizing
the intangible for book purposes, and the results in
allocating the income, gain, loss, and deductions
attributable to the intangible do not contravene the
purposes of the anti-churning rules under section
197 or paragraph (h) of this section.

(l) * * *(1) In general.  This section
applies to property acquired after Janu-
ary 25, 2000, except that paragraph
(c)(13) of this section (exception from
section 197 for separately acquired
rights of fixed duration or amount) ap-
plies to property acquired after August
10, 1993 (or July 25, 1991, if a valid
retroactive election has been made under
§1.197–1T), and paragraphs (h)(12)(ii),
(iii), (iv), (v), (vi)(A), and (vii)(B) of this
section (anti-churning rules applicable to
partnerships) apply to partnership trans-
actions occurring on or after November
20, 2000.

(2) Application to pre-effective date
acquisitions.  A taxpayer may choose, on
a transaction-by-transaction basis, to
apply the provisions of this section and
§1.167(a)–14 to property acquired (or
partnership transactions occurring) after
August 10, 1993 (or July 25, 1991, if a
valid retroactive election has been made
under §1.197–1T) and— 

(i) On or before January 25, 2000; or
(ii) With respect to paragraphs

(h)(12)(ii), (iii), (iv), (v), (vi)(A), and
(vii)(B) of this section, before November
20, 2000.
* * * * *

Robert E. Wenzel,
Deputy Commissioner 

of Internal Revenue Service.

Approved November 9, 2000.

Jonathan Talisman,
Acting Assistant Secretary 

of the Treasury.

(Filed by the Office of the Federal Register on No-
vember 17, 2000, 8:45 a.m., and published in the
issue of the Federal Register for November 20,
2000, 65 F.R. 69667)

Section 213.—Medical, Dental,
etc., Expenses

26 CFR 1.213–1: Medical, dental, etc., expenses.

Rules are set forth for substantiating the amount
of a deduction or an expense for use of an automo-
bile to obtain medical services. See Rev. Proc.
2000–48, page 570.

Section 217.—Moving Expenses

26 CFR 1.217–2: Moving expenses.

Rules are set forth for substantiating the amount
of a deduction or an expense for use of an automo-
bile as part of a move. See Rev. Proc. 2000–48, page
570.

Section 274.—Disallowance of
Certain Entertainment, etc.,
Expenses

26 CFR 1.274–5: Substantiation requirements.

Rules are set forth for an optional method for
substantiating the amount of ordinary and necessary
business expenses of an employee for automobile
expenses when a payor provides a mileage al-
lowance for such expenses. Rules are also set forth
for an optional method for employees and self-em-
ployed individuals to use in substantiating a trade or
business deduction for automobile expenses. See
Rev. Proc. 2000–48, page 570.

Section 280G.—Golden
Parachute Payments

Federal short-term, mid-term, and long-term
rates are set forth for the month of December 2000.
See Rev. Rul. 2000–54, page 566.

Section 382.—Limitation on Net
Operating Loss Carryforwards
and Certain Built-In Losses
Following Ownership Change

The adjusted applicable federal long-term rate is
set forth for the month of December 2000. See Rev.
Rul. 2000–54, page 566.

Section 412.—Minimum Funding
Standards

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, page 566.
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Section 467.—Certain Payments
for the Use of Property or
Services

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, on this page.

Section 468.—Special Rules for
Mining and Solid Waste
Reclamation and Closing Costs

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, on this page.

Section 482.—Allocation of
Income and Deductions Among
Taxpayers

Federal short-term, mid-term, and long-term
rates are set forth for the month of December 2000.
See Rev. Rul. 2000–54, on this page.

Section 483.—Interest on
Certain Deferred Payments

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, on this page.

Section 642.—Special Rules for
Credits and Deductions

Federal short-term, mid-term, and long-term
rates are set forth for the month of December 2000.
See Rev. Rul. 2000–54, on this page.

Section 807.—Rules for Certain
Reserves

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, on this page.

Section 846.—Discounted
Unpaid Losses Defined

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, on this page.

Section 1274.—Determination
of Issue Price in the Case of
Certain Debt Instruments 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 1274, 1288, 382, and other
sections of the Code, tables set forth the
rates for December 2000.

Rev. Rul. 2000-54    

This revenue ruling provides various
prescribed rates for federal income tax pur-
poses for December 2000 (the current
month).  Table 1 contains the short-term,
mid-term, and long-term applicable federal
rates (AFR) for the current month for pur-
poses of section 1274(d) of the Internal
Revenue Code.  Table 2 contains the short-
term, mid-term, and long-term adjusted ap-
plicable 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
tax-exempt rate described in section 382(f).
Table 4 contains the appropriate percent-
ages for determining the low-income hous-
ing credit described in section 42(b)(2) for
buildings placed in service during the cur-
rent month.  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 in-
terest for purposes of section 7520.  Finally,
Table 6 contains the 2001 interest rate for
purposes of sections 846 and 807. 
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REV. RUL. 2000–54 TABLE 1

Applicable Federal Rates (AFR) for December 2000

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-Term

AFR 6.10% 6.01% 5.97% 5.94%
110% AFR 6.72% 6.61% 6.56% 6.52%
120% AFR 7.34% 7.21% 7.15% 7.10%
130% AFR 7.96% 7.81% 7.74% 7.69%

Mid-Term

AFR 5.87% 5.79% 5.75% 5.72%
110% AFR 6.47% 6.37% 6.32% 6.29%
120% AFR 7.07% 6.95% 6.89% 6.85%
130% AFR 7.67% 7.53% 7.46% 7.41%
150% AFR 8.88% 8.69% 8.60% 8.54%
175% AFR 10.39% 10.13% 10.00% 9.92%

Long-Term

AFR 5.98% 5.89% 5.85% 5.82%
110% AFR 6.58% 6.48% 6.43% 6.39%
120% AFR 7.19% 7.07% 7.01% 6.97%
130% AFR 7.81% 7.66% 7.59% 7.54%



REV. RUL. 2000–54 TABLE 2

Adjusted AFR for December 2000

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-term
adjusted AFR 4.30% 4.25% 4.23% 4.21%

Mid-term
adjusted AFR 4.58% 4.53% 4.50% 4.49%

Long-term
adjusted AFR 5.31% 5.24% 5.21% 5.18%
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REV. RUL. 2000–54 TABLE 3

Rates Under Section 382 for December 2000

Adjusted federal long-term rate for the current month 5.31%

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.) 5.39%

REV. RUL. 2000–54 TABLE 4

Appropriate Percentages Under Section 42(b)(2)
for December 2000

Appropriate percentage for the 70% present value low-income housing credit 8.39%

Appropriate percentage for the 30% present value low-income housing credit 3.59%

REV. RUL. 2000–54 TABLE 5

Rate Under Section 7520 for December 2000

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 7.0%

REV. RUL. 2000–54 TABLE 6

Rate Under Sections 846 and 807

Applicable rate of interest for 2001 for purposes of sections 846 and 807 6.00%

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

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, page 566.

Section 7520.—Valuation Tables

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month of
December 2000. See Rev. Rul. 2000–54, page 566.

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
December 2000. See Rev. Rul. 2000–54, page 566.


