
Section 32.—Earned Income 

26 CFR :  1.32–2: Earned income credit for taxable
years beginning after December 31,  1978.
(Also: § 1231. )

Earned income credit; disqualified
income. Gain that is treated as long-term
capital gain under section 1231(a)(1) of
the Code is not disqualified income for
purposes of the earned income credit.

Rev. Rul.  98–56
Section 32 of the Internal Revenue

Code allows an earned income credit to
eligible individuals whose income does
not exceed certain limits.  Section 32(i)
denies the earned income credit to an oth-
erwise eligible individual if the individ-
ual’s “disqualified income” exceeds a
specified level for the taxable year for
which the credit is claimed.  Disqualified
income is income specified in § 32(i)(2).
Gain that is treated as long-term capital
gain under  § 1231(a)(1) is not disquali-
fied income for purposes of § 32(i).

DRAFTING INFORMATION

The principal author of this revenue
ruling is Christie J. Jacobs of the Office of
Assistant Chief Counsel (Income Tax and
Accounting).  For further information re-
garding this revenue ruling contact Ms.
Jacobs on (202) 622-4930 (not a toll-free
call).

Section 995.—Taxation of DISC
Income to Shareholders

1998 base period T-bill rate. The
“base period T-bill rate” for the period
ending September 30, 1998, is published,
as required by section 995(f) of the Code.

Rev. Rul. 98–55
Section 995(f)(1) of the Internal Rev-

enue Code provides that a shareholder of a
DISC shall pay interest each taxable year
in an amount equal to the product of the
shareholder’s DISC-related deferred tax
liability for the year and the “base period
T-bill rate.” Under section 995(f)(4), the
base period T-bill rate is the annual rate of
interest determined by the Secretary to be
equivalent to the average investment yield

of United States Treasury bills with matu-
rities of 52 weeks which were auctioned
during the one-year period ending on Sep-
tember 30 of the calendar year ending
with (or of the most recent calendar year
ending before) the close of the taxable
year of the shareholder. The base period T-
bill rate for the period ending September
30, 1998, is 5.34 percent.

Pursuant to section 6622 of the Code,
interest must be compounded daily. The
table below provides factors for com-
pounding the base period T-bill rate daily
for any number of days in the share-
holder’s taxable year (including a 52-53
week accounting period) for the 1998
base period T-bill rate. To compute the
amount of the interest charge for the
shareholder’s taxable year, multiply the
amount of the shareholder’s DISC-related
deferred tax liability (as defined in section
995(f)(2)) for that year by the base period
T-bill rate factor corresponding to the
number of days in the shareholder’s tax-
able year for which the interest charge is
being computed. Generally, one would
use the factor for 365 days. One would
use a different factor only if the share-
holder’s taxable year for which the inter-
est charge being determined is a short tax-
able year, if the shareholder uses the
52-53 week taxable year, or if the share-
holder’s taxable year is a leap year.

For the base period T-bill rates for the
periods ending in prior years, see: Rev.
Rul. 86–132, 1986–2 C.B. 137; Rev. Rul.
87–129, 1987–2 C.B. 196; Rev. Rul. 88–
94, 1988–2 C.B. 301; Rev. Rul. 89–116,
1989–2 C.B. 197; Rev. Rul. 90–96, 1990–
2 C.B. 188; Rev. Rul. 91–59, 1991–2 C.B.
347; Rev. Rul. 92–98, 1992–2 C.B. 201;
Rev. Rul. 93–77, 1993–2 C.B. 253; Rev.
Rul. 94–68, 1994–2 C.B. 177; Rev. Rul.
95–77, 1995–2 C.B. 122; Rev. Rul. 96–
55, 1996–2 C.B. 57; and Rev. Rul. 97–49,
1997–48 I.R.B. 4. 

DRAFTING INFORMATION

The principal author of this revenue
ruling is David Bergkuist of the Office of
the Associate Chief Counsel (Interna-
tional). For further information about this
revenue ruling, contact Mr. Bergkuist on
(202) 622-3850 (not a toll-free call.

1998 ANNUALRATE, COMPOUNDED
DAILY

5.34 PERCENT
DAYS FACTOR

1 .000146301
2 .000292624
3 .000438968
4 .000585334
5 .000731721

6 .000878129
7 .001024559
8 .001171010
9 .001317483

10 .001463977

11 .001610493
12 .001757030
13 .001903588
14 .002050168
15 .002196769

16 .002343392
17 .002490036
18 .002636702
19 .002783389
20 .002930098

21 .003076828
22 .003223579
23 .003370352
24 .003517147
25 .003663963

26 .003810800
27 .003957659
28 .004104539
29 .004251441
30 .004398365

31 .004545309
32 .004692276
33 .004839264
34 .004986273
35 .005133304

36 .005280356
37 .005427430
38 .005574526
39 .005721643
40 .005868781

41 .006015941
42 .006163122
43 .006310325
44 .006457550
45 .006604796
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