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to pay qualified higher education expenses, the loan
is not a qualified education loan.

(g)  Denial of double benefit. No de-
duction is allowed under this section for
any amount for which a deduction is al-
lowed under another provision of Chapter
1 of the Internal Revenue Code.

(h)  Special rules—(1) 60-month limita-
tion—(i)  Refinancing.A qualified educa-
tion loan and all refinancings of that loan
are treated as a single loan for purposes of
calculating the 60-month period described
in paragraph (e)(1) of this section.

(ii)  Consolidated loans.A consoli-
dated loan is a single loan that refinances
more than one qualified education loan of
a borrower.  For consolidated loans, the
60-month period described in paragraph
(e)(1) of this section begins on the most
recent date on which any of the underly-
ing loans entered repayment status and in-
cludes any subsequent month in which the
consolidated loan is in repayment status.

(iii)  Collapsed loans. A collapsed loan
is two or more qualified education loans
of a single borrower that are treated as a
single qualified education loan for loan
servicing purposes and are not separately
accounted for by the lender or servicer.
For a collapsed loan, the 60-month period
described in paragraph (e)(1) of this sec-
tion begins on the most recent date on
which any of the underlying loans entered
repayment status and includes any subse-
quent month in which any of the underly-
ing loans is in repayment status.

(2) Loan origination fees and capital-
ized interest—(i) In general. Loan origi-
nation fees (other than any fees for ser-
vices) and capitalized interest are interest
and are deductible under this section.

(ii) Capitalized interest defined.  Capi-
talized interestmeans any accrued and
unpaid interest on a qualified education
loan that is capitalized by the lender (in
accordance with the terms of the loan)
and added to the outstanding principal
balance of the qualified education loan.

(iii) Allocation of payments.Loan
origination fees and capitalized interest
are deemed to be paid by the taxpayer
when principal is repaid on the qualified
education loan.  Accordingly, the taxpayer
may deduct the portion of a stated princi-
pal payment that is treated as the payment
of any loan origination fees or capitalized
interest on the loan.  See §§1.446–2(e)
and 1.1275–2(a) for rules on how to allo-

cate payments between interest and prin-
cipal.  In general, under these rules, a pay-
ment (regardless of its label) is treated
first as a payment of interest to the extent
of the interest that has accrued and re-
mains unpaid as of the date the payment is
due, second as a payment of any loan
origination fees or capitalized interest,
until such amounts have been reduced to
zero, and third as a payment of principal.

(3)  Examples.The following examples
illustrate the rules of this paragraph (h):

Example 1.  Refinancing.Student J obtains a
qualified education loan to pay for an undergraduate
degree at an eligible educational institution.  After
graduation, Student J is required to make monthly
interest payments on the loan beginning in January
2000.  Student J makes the required interest pay-
ments for 15 months.  In April 2001, Student J bor-
rows money from another lender to be used exclu-
sively to repay the first qualified education loan.
The new loan requires interest payments to start im-
mediately.  At the time Student J is required to make
interest payments on the new loan there are forty
five months remaining of the original 60-month pe-
riod referred to in paragraph (e)(1) of this section.

Example 2.  Collapsed loans.To finance his edu-
cation, Student K obtains four separate qualified ed-
ucation loans from Lender B.  The loans enter repay-
ment status on different dates. After all of Student
K’s loans have entered repayment status, Lender B
informs Student K that all four loans will be trans-
ferred to Lender C.  Following the transfer, Lender
C treats the loans as a single loan for loan servicing
purposes; Lender C sends Student K a single state-
ment that shows the total principal and interest, and
does not keep separate records with respect to each
loan.  The 60-month period described in paragraph
(e)(1) of this section begins on the most recent date
on which any of Student K’s four loans entered re-
payment status.

Example 3.  Capitalized interest.Interest on Stu-
dent L’s qualified education loan accrues while Stu-
dent L is in school, but Student L is not required to
make any payments on the loan until six months
after he graduates.  At that time, all accrued but un-
paid interest is capitalized by the lender and is added
to the outstanding principal amount of the loan.
Thereafter, Student L is required to make monthly
payments of interest and principal on the loan.  For
purposes of section 221, interest includes both stated
interest and capitalized interest.  Therefore, in deter-
mining the total amount of interest paid on the quali-
fied education loan during the 60-month period de-
scribed in paragraph (e)(1) of this section, Student L
may deduct any principal payments that are treated
as payments of capitalized interest under paragraph
(h)(4) of this section.

(i)  Effective date. This section applies
to interest due and paid after December
31, 1997, on a qualified education loan.

Robert E. Wenzel,
Deputy Commissioner of 
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Notice of Proposed Rulemaking

Disclosure of Return Information
to the Bureau of the Census

REG–121806–97

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Notice of proposed rulemak-
ing by cross-reference to temporary regu-
lations.

SUMMARY:  In T.D. 8811, on page 19,
the IRS is issuing temporary regulations
relating to additions to, and deletions
from, the list of items of information dis-
closed to the Bureau of the Census for use
in certain statistical programs.  The text of
those temporary regulations also serves as
the text of these proposed regulations. 

DATES:  Written and electronic com-
ments and requests for a public hearing
must be received by February 24, 1999.

ADDRESSES:  Send submissions to:
CC:DOM:CORP:R (REG–121806–97),
room 5226, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC 20044.  Submissions may be
hand delivered Monday through Friday
between the hours of 8 a.m. and 5 p.m. to:
CC:DOM:CORP:R (REG–121806–97),
Courier’s Desk, Internal Revenue Ser-
vice, 1111 Constitution Avenue, NW,
Washington, DC.  Alternatively, taxpayers
may submit comments electronically via
the Internet by selecting the “Tax Regs”
option on the IRS Home Page, or by sub-
mitting comments directly to the IRS In-
ternet site at:  http://www.irs.ustreas.gov/
prod/tax_regs/comments.html.

FOR FURTHER INFORMATION CON-
TACT: Jamie Bernstein, (202) 622-4570
(not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

Under section 6103(j)(1) of the Inter-
nal Revenue Code, upon written request
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from the Secretary of Commerce, the
Secretary is to furnish to the Bureau of
the Census (“Bureau”) tax return infor-
mation that is prescribed by Treasury reg-
ulations for the purpose of structuring
censuses and national economic accounts
and conducting related statistical activi-
ties.  Section 301.6103(j)(1)–1 of the reg-
ulations provides an itemized description
of the return information authorized to be
disclosed for this purpose.  Periodically,
the disclosure regulations are amended to
reflect the changing needs of the Bureau
for data for its statutorily authorized sta-
tistical activities.

This document contains proposed
amendments to the regulations authoriz-
ing Internal Revenue Service personnel to
disclose additional items of return infor-
mation that have been requested by the
Secretary of Commerce, and to delete cer-
tain items of return information that are
enumerated in the regulations but that the
Secretary of Commerce has indicated are
no longer needed.

The text of the temporary regulations
also serves as the text of these proposed
regulations.  The preamble to the tempo-
rary regulations explains the regulations. 

Special Analyses

It has been determined that this notice
of proposed rulemaking is not a signifi-
cant regulatory action as defined in EO
12866.  Therefore, a regulatory assess-
ment is not required.  It also has been de-
termined that section 553(b) of the Ad-
ministrative Procedure Act (5 U.S.C.
chapter 5) does not apply to these regula-
tions, and because the regulations do not
impose a collection of information on
small entities, the Regulatory Flexibility
Act (5 U.S.C. chapter 6) does not apply.
Pursuant to section 7805(f) of the Internal
Revenue Code, this notice of proposed
rulemaking will be submitted to the Chief
Counsel for Advocacy of the Small Busi-
ness Administration for comment on its
impact on small business.

Comments and Requests for a Public
Hearing

Before these proposed regulations are
adopted as final regulations, considera-
tion will be given to any electronic and
written comments (a signed original and
eight (8) copies) that are submitted timely

to the IRS.  The IRS and Treasury Depart-
ment specifically request comments on
the clarity of the proposed regulation and
how they can be made easier to under-
stand.  All comments will be available for
public inspection and copying.  A public
hearing may be scheduled if requested in
writing by a person that timely submits
comments.  If a public hearing is sched-
uled, notice of the date, time, and place
for the hearing will be published in the
Federal Register.

Drafting Information

The principal author of these regula-
tions is Douglas Giblen, Office of the As-
sociate Chief Counsel (International)(for-
merly of the Office of Assistant Chief
Counsel (Disclosure Litigation)).  How-
ever, other personnel from the IRS and
Treasury Department participated in their
development.

* * * * *

Proposed Amendments to the Regulations

Accordingly, 26 CFR Part 301 is pro-
posed to be amended as follows:

PART301—PROCEDURE AND
ADMINISTRATION

Paragraph 1.  The authority citation for
part 301 is amended by adding an entry in
numerical order to read as follows:

Authority:  26 U.S.C. 7805 * * *
Section 301.6103(j)(1)–1 also issued

under 26 U.S.C. 6103(j)(1);* * *
Par. 2.  Section 301.6103(j)(1)–1 is

amended by:
1.  Revising paragraphs (b)(3) and

(b)(6)(i)(A).
2.  Adding paragraph (b)(6)(iii).  
The revisions and addition read as fol-

lows:

§301.6103(j)(1)–1 Disclosure of return
information to officers and employees of
the Department of Commerce for certain
statistical purposes and related activities.

*  *  *  *  *  

(b)  * * *  
(3)  [The text of this proposed para-

graph (b)(3) is the same as the text of
§301.6103(j)(1)–1T (b)(3) published in
T.D. 8811.]

*  *  *  *  *  

(6)(i)  * * *
(A)  [The text of this proposed para-

graph (b)(6)(i)(A) is the same as the text
of §301.6103(j)(1)–T(b)(6)(i)(A) pub-
lished in T.D. 8811.]

*  *  *  *  *  

(iii)  [The text of this proposed para-
graph (b)(6)(iii) is the same as the text of
§301.6103(j)(1)–1T(b)(6)(iii) published
in T.D. 8811.]

*  *  *  *  *

Robert E. Wenzel,
Deputy Commissioner 

of the Internal Revenue. 

(Filed by the Office of the Federal Register on Janu-
ary 22, 1999, 8:45 a.m., and published in the issue of
the Federal Register for January 25, 1999, 64 F.R.
3669) 


