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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 February 2001. See Rev. Rul. 2001–7, 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 February 2001.
See Rev. Rul. 2001–7, 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 February 2001. See Rev. Rul. 2001–7, 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 February 2001.
See Rev. Rul. 2001–7, 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 February 2001. See Rev. Rul. 2001–7, 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 February 2001. See Rev. Rul. 2001–7, 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 382, 1274, 1288, and other
sections of the Code, tables set forth the
rates for February 2001.

Rev. Rul. 2001-7

This revenue ruling provides various
prescribed rates for federal income tax
purposes for February 2001 (the current
month).  Table 1 contains the short-term,
mid-term, and long-term applicable fed-
eral rates (AFR) for the current month
for purposes of section 1274(d) of the
Internal Revenue Code.  Table 2 con-
tains the short-term, mid-term, and long-
term adjusted applicable 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 con-
tains the appropriate percentages for
determining the low-income housing
credit described in section 42(b)(2) for
buildings placed in service during the
current month.  Finally, Table 5 contains
the federal rate for determining the pre-
sent 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. 2001-7 TABLE 1

Applicable Federal Rates (AFR) for February 2001

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-Term
AFR 5.18% 5.11% 5.08% 5.06%

110% AFR 5.70% 5.62% 5.58% 5.56%
120% AFR 6.22% 6.13% 6.08% 6.05%
130% AFR 6.75% 6.64% 6.59% 6.55%

Mid-Term
AFR 5.07% 5.01% 4.98% 4.96%

110% AFR 5.59% 5.51% 5.47% 5.45%
120% AFR 6.10% 6.01% 5.97% 5.94%
130% AFR 6.62% 6.51% 6.46% 6.42%
150% AFR 7.66% 7.52% 7.45% 7.40%
175% AFR 8.96% 8.77% 8.68% 8.61%

Long-Term
AFR 5.48% 5.41% 5.37% 5.35% 

110% AFR 6.04% 5.95% 5.91% 5.88%
120% AFR 6.60% 6.49% 6.44% 6.40%
130% AFR 7.15% 7.03% 6.97% 6.93%



REV. RUL. 2001-7 TABLE 3

Rates Under Section 382 for February 2001

Adjusted federal long-term rate for the current month 4.92%   

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.) 5.31%  
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REV. RUL. 2001-7 TABLE 2

Adjusted AFR for February 2001

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-term
adjusted AFR 3.91% 3.87% 3.85% 3.84%

Mid-term 
adjusted AFR 4.25% 4.21% 4.19% 4.17%

Long-term
adjusted AFR 4.92% 4.86% 4.83% 4.81%

REV. RUL. 2001-7 TABLE 4

Appropriate Percentages Under Section 42(b)(2) for February 2001

Appropriate percentage for the 70% present value low-income housing credit 8.23%

Appropriate percentage for the 30% present value low-income housing credit 3.53%

REV. RUL. 2001-7 TABLE 5

Rate Under Section 7520 for February 2001

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 6.2%

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 February 2001. See Rev. Rul. 2001–7, page 541.

Section 7520.—Valuation Tables

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of February 2001. See Rev. Rul. 2001–7, page 541.

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 February 2001. See Rev. Rul. 2001–7, page 541.



tion 152(e) applies is treated as a depen-
dent of both parents, and, for purposes of
dependent care assistance provided
through a cafeteria plan, a dependent
means a qualifying individual (as defined
in section 21(b)(1)) with respect to the
employee.

(4) Disability coverage.  Disability
coverage means coverage under an acci-
dent or health plan that provides benefits
due to personal injury or sickness, but
does not reimburse expenses incurred for
medical care (as defined in section
213(d)) of the employee or the employ-
ee’s spouse and dependents.  For purpos-
es of this section, disability coverage
includes payments described in section
105(c). 

* * * * *
(8)  Qualified benefits plan. * * *  A

plan does not fail to be a qualified benefits
plan merely because it includes an FSA,
assuming that the FSA meets the require-
ments of section 125 and the regulations
thereunder.

(9) Similar coverage.  Coverage for the
same category of benefits for the same
individuals (e.g., family to family or sin-
gle to single).  For example, two plans
that provide coverage for major medical
are considered to be similar coverage.  For
purposes of this definition, a health FSA is
not similar coverage with respect to an
accident or health plan that is not a health
FSA.  A plan may treat coverage by anoth-
er employer, such as a spouse’s or depen-
dent’s employer, as similar coverage.

(j) Effective date — (1) General rule.
Except as provided in paragraph (j)(2) of
this section, this section is applicable for
cafeteria plan years beginning on or after
January 1, 2001.

(2) Delayed effective date for certain
provisions.  The following provisions are
applicable for cafeteria plan years begin-
ning on or after January 1, 2002:  paragraph
(c) of this section to the extent applicable to
qualified benefits other than an accident or
health plan or a group-term life insurance
plan; paragraph (d)(1)(ii)(B) of this section
(relating to a spouse, former spouse, or
other individual obtaining accident or
health coverage for an employee’s child in
response to a judgment, decree, or order);
paragraph (f) of this section (rules for elec-
tion changes as a result of cost or coverage
changes); and paragraph (i)(9) of this sec-
tion (defining similar coverage).  

1.125–4T [Removed]

Par. 3.  Section 1.125–4T is removed.

Robert E. Wenzel,
Deputy Commissioner 

of Internal Revenue.

Approved December 15, 2000.

Jonathan Talisman,
Acting Assistant Secretary of 

the Treasury (Tax Policy).

(Filed by the Office of the Federal Register on Janu-
ary 9, 2001, 8:45 a.m., and published in the issue of
the Federal Register for January 10, 2001, 66 F.R.
1837)

Section 280G.—Golden
Parachute Payments

Federal short-term, mid-term, and long-term
rates are set forth for the month of February 2001.
See Rev. Rul. 2001–7, page 541.

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 February 2001. See Rev.
Rul. 2001–7, page 541.

Section 412.—Minimum Funding
Standards

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of February 2001. See Rev. Rul. 2001–7, page 541.

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 February 2001. See Rev. Rul. 2001–7, page 541.

26 CFR 1.467–2: Rent accrual for section 467
rental agreements without adequate interest.

T.D. 8917

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Section 467 Rental Agreements
Involving Payments of
$2,000,000 or Less

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations concerning section 467
rental agreements.  The regulations pro-
vide amendments to the regulations under
section 467, including the removal of the
exception to constant rental accrual for
rental agreements involving payments of
$2,000,000 or less.  The regulations affect
taxpayers that are parties to a section 467
rental agreement.

DATES:  Effective Date:   These regula-
tions are effective January 5, 2001.

Dates of Applicability:  For dates of
applicability of these regulations, see
Effective Dates under SUPPLEMEN-
TARY INFORMATION.  

FOR FURTHER INFORMATION CON-
TACT: Forest Boone, (202) 622-4960 (not
a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains amendments to
26 CFR Part 1 under section 467 of the
Internal Revenue Code (Code).  Section
467 was added to the Code by section
92(a) of the Tax Reform Act of 1984
(Public Law 98–369; 98 Stat. 609).

On May 18, 1999, a notice of proposed
rulemaking (REG–103694–99, 1999–1,
C.B. 49) under section 467 was published
in the Federal Register (64 F.R. 26924).
The notice proposed to amend the section
467 regulations relating to constant rental
accrual by treating section 467 rental
agreements involving payments of
$2,000,000 or less in the same manner as
agreements involving payments of more
than $2,000,000.  Although comments
and requests for a public hearing were
solicited, no comments were received and
no public hearing was requested or held.
Accordingly, the amendment to the con-
stant rental accrual rules called for by the
proposed regulations is adopted without
revision.

In addition,  the IRS and Treasury
Department have identified three provi-
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