
Weighted Average Interest
Rates Update

Notice 2005–26

This notice provides guidance as to the
corporate bond weighted average interest
rate and the permissible range of interest
rates specified under § 412(b)(5)(B)(ii)(II)
of the Internal Revenue Code. In ad-
dition, it provides guidance as to the
interest rate on 30-year Treasury securi-
ties under § 417(e)(3)(A)(ii)(II), and the
weighted average interest rate and permis-
sible ranges of interest rates based on the
30-year Treasury securities rate.

CORPORATE BOND WEIGHTED
AVERAGE INTEREST RATE

Sections 412(b)(5)(B)(ii) and 412(l)
(7)(C)(i), as amended by the Pension
Funding Equity Act of 2004, provide that
the interest rates used to calculate current

liability and to determine the required
contribution under § 412(l) for plan years
beginning in 2004 or 2005 must be within
a permissible range based on the weighted
average of the rates of interest on amounts
invested conservatively in long term in-
vestment grade corporate bonds during the
4-year period ending on the last day before
the beginning of the plan year.

Notice 2004–34, 2004–18 I.R.B. 848,
provides guidelines for determining the
corporate bond weighted average interest
rate and the resulting permissible range
of interest rates used to calculate current
liability. That notice establishes that the
corporate bond weighted average is based
on the monthly composite corporate bond
rate derived from designated corporate
bond indices.

The composite corporate bond rate for
February 2005 is 5.36 percent. Pursuant
to Notice 2004–34, the Service has de-
termined this rate as the average of the
monthly yields for the included corporate
bond indices for that month.

The following corporate bond weighted
average interest rate was determined for
plan years beginning in the month shown
below.

For Plan Years
Corporate

Bond 90% to 100%
Beginning in: Weighted Permissible

Month Year Average Range

March 2005 6.03 5.43 to 6.03

30-YEAR TREASURY SECURITIES
WEIGHTED AVERAGE INTEREST
RATE

Section 417(e)(3)(A)(ii)(II) defines
the applicable interest rate, which must
be used for purposes of determining the
minimum present value of a participant’s
benefit under § 417(e)(1) and (2), as the
annual rate of interest on 30-year Treasury
securities for the month before the date
of distribution or such other time as the
Secretary may by regulations prescribe.
Section 1.417(e)–1(d)(3) of the Income

Tax Regulations provides that the applica-
ble interest rate for a month is the annual
interest rate on 30-year Treasury securi-
ties as specified by the Commissioner for
that month in revenue rulings, notices or
other guidance published in the Internal
Revenue Bulletin.

Section 404(a)(1) of the Code, as
amended by the Pension Funding Eq-
uity Act of 2004, permits an employer
to elect to disregard subclause (II) of
§ 412(b)(5)(B)(ii) to determine the max-

imum amount of the deduction allowed
under § 404(a)(1).

The rate of interest on 30-year Treasury
securities for February 2005 is 4.55 per-
cent. Pursuant to Notice 2002–26, 2002–1
C.B. 743, the Service has determined this
rate as the monthly average of the daily de-
termination of yield on the 30-year Trea-
sury bond maturing in February 2031.

The following 30-year Treasury rates
were determined for the plan years begin-
ning in the month shown below.
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For Plan Years
30-Year
Treasury 90% to 105% 90% to 110%

Beginning in: Weighted Permissible Permissible
Month Year Average Range Range

March 2005 5.06 4.55 to 5.31 4.55 to 5.57

Drafting Information

The principal authors of this notice
are Paul Stern and Tony Montanaro of
the Employee Plans, Tax Exempt and
Government Entities Division. For fur-
ther information regarding this notice,
please contact the Employee Plans’ tax-
payer assistance telephone service at
1–877–829–5500 (a toll-free number),
between the hours of 8:00 a.m. and
6:30 p.m. Eastern time, Monday through
Friday. Mr. Stern may be reached at
1–202–283–9703. Mr. Montanaro may
be reached at 1–202–283–9714. The tele-
phone numbers in the preceding sentences
are not toll-free.

26 CFR 601.105: Examination of returns and claims
for refund, credit, or abatement; determination of
correct tax liability.
(Also: Part I, §§ 280F; 1.280F–7.)

Rev. Proc. 2005–13

SECTION 1. PURPOSE

01. This revenue procedure provides:
(1) limitations on depreciation deductions
for owners of passenger automobiles first
placed in service by the taxpayer during
calendar year 2005, including special ta-
bles of limitations on depreciation deduc-
tions for trucks and vans, and for passenger
automobiles designed to be propelled pri-
marily by electricity and built by an orig-
inal equipment manufacturer (electric au-
tomobiles); and (2) the amounts to be in-
cluded in income by lessees of passenger
automobiles first leased by the taxpayer
during calendar year 2005, including a sep-
arate table of inclusion amounts for lessees
of trucks and vans, and a separate table for
lessees of electric automobiles.

02. The tables detailing these depre-
ciation limitations and lessee inclusion
amounts reflect the automobile price infla-
tion adjustments required by § 280F(d)(7).

SECTION 2. BACKGROUND

01. For owners of passenger automo-
biles, § 280F(a) imposes dollar limita-
tions on the depreciation deduction for
the year that the passenger automobile is
placed in service by the taxpayer and each
succeeding year. In the case of electric
automobiles placed in service after Au-
gust 5, 1997, and before January 1, 2007,
§ 280F(a)(1)(C) requires tripling of these
limitation amounts. Section 280F(d)(7)
requires the amounts allowable as depreci-
ation deductions to be increased by a price
inflation adjustment amount for passenger
automobiles placed in service after 1988.
The method of calculating this price infla-
tion amount for trucks and vans placed in
service in or after calendar year 2003 uses
a different CPI "automobile component"
(the "new trucks" component) than that
used in the price inflation amount cal-
culation for other passenger automobiles
(the "new cars" component), resulting in
somewhat higher depreciation deductions
for trucks and vans. This change reflects
the higher rate of price inflation that trucks
and vans have been subject to since 1988.
For purposes of this revenue procedure,
the term "trucks and vans" refers to pas-
senger automobiles that are built on a truck
chassis, including minivans and sport util-
ity vehicles (SUVs) that are built on a
truck chassis.

02. For leased passenger automobiles,
§ 280F(c) requires a reduction in the de-
duction allowed to the lessee of the pas-
senger automobile. The reduction must be
substantially equivalent to the limitations
on the depreciation deductions imposed on
owners of passenger automobiles. Under
§ 1.280F–7(a), this reduction requires the
lessees to include in gross income an in-
clusion amount determined by applying a
formula to the amount obtained from a ta-
ble. There is a table for lessees of electric
automobiles, a table for lessees of trucks
and vans, and a table for all other passenger
automobiles. Each table shows inclusion
amounts for a range of fair market values

for each tax year after the passenger auto-
mobile is first leased.

SECTION 3. SCOPE

01. The limitations on depreciation de-
ductions in section 4.02(2) of this revenue
procedure apply to passenger automobiles
(other than leased passenger automobiles)
that are placed in service by the taxpayer in
calendar year 2005, and continue to apply
for each tax year that the passenger auto-
mobile remains in service.

02. The tables in section 4.03 of this
revenue procedure apply to leased passen-
ger automobiles for which the lease term
begins during calendar year 2005. Lessees
of such passenger automobiles must use
these tables to determine the inclusion
amount for each tax year during which
the passenger automobile is leased. See
Rev. Proc. 2002–14, 2002–1 C.B. 450, for
passenger automobiles first leased before
January 1, 2003, Rev. Proc. 2003–75,
2003–2 C.B. 1018, for passenger auto-
mobiles first leased during calendar year
2003, and Rev. Proc. 2004–20, 2004–1
C.B. 642, for passenger automobiles first
leased during calendar year 2004.

SECTION 4. APPLICATION

01. In General.
(1) Limitations on Depreciation Deduc-

tions for Certain Automobiles. The limita-
tions on depreciation deductions for pas-
senger automobiles placed in service by
the taxpayer for the first time during calen-
dar year 2005 are found in Tables 1 through
3 in section 4.02(2) of this revenue proce-
dure. Table 1 of this revenue procedure
provides limitations on depreciation de-
ductions for a passenger automobile. Table
2 of this revenue procedure provides lim-
itations on depreciation deductions for a
truck or van. Table 3 of this revenue proce-
dure provides limitations on depreciation
deductions for an electric automobile.

(2) Inclusions in Income of Lessees of
Passenger Automobiles. A taxpayer first
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