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SUBTECT Gsneral somnt on Tariffs and Trade (GATT) -
Cradix Interest Computations go Refunds

Legislation based on tha General Agreewent on Tariffs and
Trade {GATYT) reduded the rats of interast pald on certain
corperate overpaymants of tax. The GATT legislatlon will apply
to refunds iasued on all DMF acoounts {wxcspt emtate tax returns}
that contain vorporate filing requiremantes inoluding Farms 9950C
and 990T with an Organlestion C of 4 ot 5. Master Flle
procassing will ldentify returns that are subject ¢5 the GATT
xate by using the filing requirensnt eritaria, The livewal
“GATT" will ba reflascted on transoripts ar woll as tho AIME
chargeout sheat, Form J%¢6. Based on this leglislation, effuctive
January 1, 199%, for refunde whage the principal exoesds
$10,C00.00, credit interest on the overpaymsnt will bes cobputed
a2t 1 1/2% lesg than the normal cradit intersst rate oo tha refund
amcunt exceeding $1%,.000.00. Credit intsrest accrued through
Docenber 31, 1994 WILL NOT be subjest to GRIT rates.

All apounts of previsusly issued refunds (excluding the
interast) will be used to detarsine when the $10,000.00 threshold
is met and the lower credit interwst cate applies. Tha GRIT
loglslation anig appiiac to refunds, it DOBS NOP apply when
czedits are used as an cffewt agalnst a liability. This
legislation alse impaots future ecomputations vhere intsrest must
be nattad, The impagt of GATT on netting will ba addressed
llplrltilg with instruations iasuad st & later date. PFar this
quarter {Janpuazy 1, through Mazch 31, 1993), the normal cradit
interest rate ic B% and the GAIT rate ix 6.5%,

For zofunde of credits after January 1, 1998, which have
gredit availabllity datos that are bsfors the GATT effective
date, credit interest will be computed at the norsal rate fron
the credit availability date to Decexber 31, 1994. On
Decspber 31, 1594, all interamt acoried ¢to thia date will be
gdded to $510,000.00, and cyrsdit interast will be culoulatad on
this total at the normal rats to the rafund sohedule data {levs
the applicable days for the credit interest "back-off* pariod).
Cradit interest og the frinnipni apount that saceeds the
$10,000.00 threshold will be computed from December 31, 1894 to
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the refund sohadule date at the lower GATT rate. Whan sll
rafundsble oredits are available on or after January 1, 1395,
intarest up toc the $10,000.00 threahold amount is cogputed at the
noveal credit rate from the availability date to the rofund
scheduls dates. Inturest on any excess principal 13 ccaputed

using tha applicabla avallability date(s} st the lewer GATT rate.
10 ail interest situations that involva the GATT interest rate,
soparate interast oomputations must ba performed to detsrmine the
normal and GATT interest amounts. The separate coftputations will
be added together resenting the TC 770 amount. When
performing these credit interest o atlione, snsure
consideration is given to the *oew* lutsrest-free periods related
to amended returns, ciaime and IRS initlated adjustments which 1

alse based on the OBRA 1983 provisions.

Tha GAT™ rate was programmed for Master Plle processing
effective January i, 1995. We have besn advised that the
revielon to inoprporate the GATT rate for the IDRE Command Code
CONFA interest program is scheduled for releaws on
January 31, 1998. Programming for the TIER Total Interest

Prograx for the Estimated Intarest Sarfssn is sxpsctad to be
relsased in Pebruary 1995. The Time Value Softwars Tax Intsarest

Progran i uurrnntlx available with the GATT rate. Progranking
for the Sharp calculator is underwsy. Fending the update of the
§harp program, the Southeast Reglon bas provided a mathod for
f:ﬁg:lil&ﬁq*thl GATT rate using the exis gharp programn., The
nstruations for usiag this msthod for the Sharp program have
been provided to you. FProvided as an attachrent ars exarples
that Will illustrate how the SATT intaraat previslen is appllied.

Chisf Counaul has drafted the Internal Revenge Notloe that
will be iested to the publlio regarding thias awpact of the GATT
legislation and the revision to Revenne Procedurs 83-7 which
provides thea intarest rates and applicable interest faotirs, '
When thass publications are Iinalized and svaileble for issuanece,
we will provide you with this infermation.

I# you have any guestions, please give me a call or hove &
menbar of your staff contagt Omsida Stephens of my staff at
202~401-4435.



TREATMENT OF GATT LEGISLATION Ol REFUNDS TEAT RESULT FRON
ABATEMENTE

For purpeses of determinlng the $10,000 threshold amsunt, we atd
always to look at all TC 84K posting(s) in the medule BXCLUDING
any interest given on the refond, By logking at the TC 84X

amountig), we will be able to dstermine how nuch of tha curzeat

refund may be subjevt to GATT reted.

Hhen a refund is being issuved as & vagult of abating tax, penalty
and or interest that was ptl?lﬂﬂll;‘glid ths taxpayer, the
vprincipal” amcunt, dor ses of deterulning tha §10,000
threshhold, conrists af the sntire abstement amonnt which the

taxpayer paid.

Exanplal  §9,000 defiole acsessesd conzisting of tax and
penalty along with 81,3500 in interesk. |

Tha tleleIag:{I the $10,50%,0C ascesswent on 1715795 and flles
a claim for epent which is sllowad. The repulting refund is
semprised of the amount ald by tha taxpaysr {tax, penalty and
interest)., Therefore, t refund being issusd sxcomds the
§10,000,00 threshold and the GATI rate applisas to the excess ol
§500.00 Note that i!-n:s subseguent refund action gccurs, tha
e #4X amcunt for thise ustmant would be 51C,500,00 which is
the amount to be used in szmining the GATT rate for the

sukbzeguent refund,

This exampls is provided to j1igstrata how the threshold amount
i3 determined when the rsfund raguizs from abatements of tax,
penalty and or interest. Once ﬁnu have determined the amount
subjeet to the GATT rute, uUB@ +ha same interest computaticn
methods as described in the previous exanplas.



EXAMPLES FOR GATT CREDIT INTEREST COMPUTATIOND

Thesa examples illustrate the concept of calculating credit
interest under the GATT provision. Reductlons of aspassud tax,

pepalty and ipterest (that were paid) conetitute the "principal”
wiasn compating the GATT thrsshold.

la. Refund prineipal = $23,000
All credit{s} zvallable &/15/54
Refund Computatien Dnti_-i{;lflﬁ

caloulate normal ersdit interest {rom §/15/94 to 12/31/94 on
the $35,000 refund principal.

FROM: iflﬁ!ﬂ{
TO: 12/31/94 X $25,000 § normal rate

1B, Calculate norsal credit intersst from 11f3ij!i to Refund
Comp Date on $10,000 threshold + all accrued intersst that

vak oaleulabted to 12/31/94 [am pexr Step la}.

FROM: 12/31/94
TOY 3/31/95 % $10,000 + accrued interest €
noreal rate

1s., Calculate intersst at the lower GATT rate from 12/31/%4 %o
Refund Comp Date on the $15,000 threshold axoess {which DOEZ
pOT ingluds any accrued intarest that was calevulated to

12/31/94) -

PROM; 12/31784
TO1 3f31/95 X §15,000 # GATT rats

mEE TC 770 ALIOWAELE INTBREST 12 THE 5U¥ OF TEEB RESULTE
DETERMINED IN STERE la through 1e.
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Za. Relfuynd principal w» $2%,000
credit 522,000 available B/31/94

crgdit & 3,000 available 1/31/3%
Refund Computation Datp 3/31/93

caloulats normal sredit interest From 8/31/84 to 12/31/94 on
th? sﬁzinan refund principel that is available on or bafore
12/31/94. - |

FROM) §/31/%4
byl 12/31/94 X §23,000 @ norral rate
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2k, Calculate norwal credit interest from 12/31/%4 to Refund
Comp Date of 810,000 threshold + all accrued integast that

vam calculated to 12/31/94 (as per §tap za).

FROM ! lifilfid.
a1 3731/58 & §1&,000 + acorued interest @
REZRBe rate

2o, Calculats interest at tha lowsr GATY rate from 12731/9%4 o
1/31/95 on the $12,000 thrashald 4icess which DOES NOT

include any accrued laterest that was salculatad o
12/31/94). .

FROM: 12/31/%4
TO4 1/31/95 ¥ $12,000 f GATT rate

ad, Calculats intecest at the 1cwer GATT rate from 1/31/95 %0
3/91/9% on the §12,000 rhrashald sxeess (PIUS ths accrued
intsrest that was calculated on this amount to 1/31/95) BLUS
the $3,000 1/31/95 latar payment (whioh is now pazt of tha
threshold excasd) .

FROM1I 1/31/P5
oy 3/31/85 X glﬁ,ﬂnﬂ + acarusd interest

GATT rate

HE TC 770 ALLOWAELE INTEREST IE THE BUM OF THE RESULTS
OFTERMINED TN STEPS 2a through 2d.
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Ja. Refund princiyal = $16,000
aredit $3,000 available  12/1/94
oredit $8,000 availabla yf12/98
Rafupd Computation Data 1/31/9%S

Calculate normal oredlt intersst froom 12/1/54 £o 1/12/35 on
the 58,000 oredit that is aveilsble on 12/1/94.
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FROMI 127194
TO! 1/12/9% X $5,000 @ nosmal rate

3p. From 1/12/9% to 3/31/95, caleulate norpal sradit interest on
the $8,000 credit (plus aserued intervest to 1/12/9%) PLUB
82,000 ¢f the £8,000 credit that is availablie on 1/12/85.
Bffactive 1/12/95, §1,000 of the 1/12/95 orsdit is edded to
the 12/1/54 cradit to arrive at the $10,000 thresheld ampunt
that i¥ subject to rersal orwditv interest rates.

FROMY 1/12/95
TO 3/31/9% X $0,000 + acverued interast
# £2,000 § normal rate



1c. Caloulate intarest at the lowar GATT rate from 1/12/95 to
3/31/95% on the $§,000 threshold excess (which DOEE WOT
ihclude any scorved interest that vas caloulated to

1/12/95).

FROM: 1712785
Tg:  3/31/95 X.56.000 § GATT rate

THE TE 770 ALLOWABLE INTEREST 1§ THE SUM OF THR RESULTS
BETERMINED I STEPS 3a through Jd.

da. 54,000 tax decresss = ormdit svellsble 6€/15/93

58,000 refund already lesumd 4/15/9%2
pefund Computation Date 3/31/93

Caloulate morma)l oradit iptezsst frem €/1E/93 %o 12/31/94 on
the 54,000 tax decresase for which the eredit is available on

€/15/93.

PROM: 6/13/93
m0:  12/31/%4 X 34,000 @ normal rate

4b. TFrom 12/31/94 to 3/31/95, caloulate hormal credit interest
on $2,000 of the 6/15/93 credit {plus accruad interegt that
wag caloulated oo the total 34,000 Lo 12/31/94), EZffective
12/31/924, only $z,000 of the oredit is allowed noresal
cradit rates becausd this amcunt, vhea added to the §8,000
:;::n: Eg;: vag already issvued, agiels tha $10,000
t ehold. o

YROM: 12/31/54
Pa:  3/31/94 ¥ 32,000 + acorued interast &

noymal rate

dc. Calculate interest at the lower GATT rate from 12/31/9¢ to
3/31/9% on the $2,900 thiwshold axXcess {which DOES WOT
include any scerued intszest that was caleulatad te

12/31/584). : ,

PROM: 12/31/9¢
TO4 3/31/98 X §$2,000 @ GATT rate

THE T¢ 770 ALLOWABLE TNTEREST IS TEE SUM OF THE RESULTS
DETERMINED IH STERS 4a through 8.
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pubjeat: UPOATE TO GATT INBTRUCTIOND IBBUED BY MEMORANDUK DATED /27795

PABED ON INFORMATION gUPFLIED Bt THE FIELD, ¥R ARE FROVIDING THE YOLLOWING

ADDITIONAL BIAMPLE OF EOW TEE GATT LEQISLATION 1§ 70 B2 APPLIER. TEIS
SXANPLE ILLUSTRATER NOW TO CALCUYLATE INTEAGAI GH A waAPT" REFUND WHEN THE
ANOTNT OF REFUKRD{E) PAEVIOUSLY TSFURD RICEED TiE TARESECLLD.

REFUND TO BE ISSUBD 510,000,090 CREDIT AVAILABLE 4/15/%3

REFCND (3} PREVIODELY TEBYED §13,620,.00
REFUND CONPUTATION DATE 4;30/9%

1. GALCULATS NORMAL SREPIT INTEREST OF TEE $16,009 RIFUD FRON ¢/38/33 T0
22/31/94 AT THE NORMAL CREDIY? INTEREST MATE.

PROM: 4/718/02
TG: | 323/31/%4 % 910,000 @ EORNMAL RATE

5. CONTINUE T4 CALCULATE IKTERBST AT THE NORMAL KATE FRON 12/33/94 TO
4730795, ON TEN AMOUNY OF CREDETY INTEREAT THAT ACCRUED TO 127341794,
THIE CONPUTATION CONTINUBS IN TAIS MAMNER BEGALSE CEEDIT INTERAST
ACCHGED TO 13/331/%4 IE NOZ AURIECT TO THY GATT BATE.

FROM: 12/31/94 |
701 </30/35 X AGCHOED INTERRST ¢ XORMAL RATE

3., CALCULATE THTEREST N THER %310,.009 REFULD PRINCIFAL FROM 12731/84 TO
4730735 AT THE GAT? RATR.

TROK: 32/31/94
o 4/30/9% T 10,000 @ GATT RATH

nHE TOTAL CRERIT INTEREST ALLOWASLE IB THE BOM OF 2HE COXPUTATIONE
IN TL¥ 1 TEROUGE §. )

AB YOD BECONE AWARE OF ADDITIOMAL MODULZ CONEITLONE THAT BAVE NOT PEEN
ADDREEIED, FLEASE PROVIDE U8 TRIP INPORMATION THROUGH AFPROERIATE
NMANAGEMERT JEANNELS. .



