
loans made on or after January 1, 1998,
the payee must treat a loan secured by real
property and made exclusively to acquire
or improve real property as a mortgage
and provide information returns as re-
quired by § 6050H.  The regulations
under § 6050H will be amended to be
consistent with this rule.

F. When To File. 

The information returns required under
§ 6050S for 1998 must be sent to the Ser-
vice by March 1, 1999.

G. Manner of Filing. 

The regulations under § 6011 will be
amended to require any person required to
file 250 or more Forms 1098–E for 1998
to file those returns by magnetic media or
electronically.  Additional guidance will
be provided on how to file by magnetic
media or electronically. 

H. Statements To Be Provided to 
Payors.

The payee must provide each payor a
statement containing the same informa-
tion that is provided to the Service on the
information return required by § 6050S.
In addition, the statement provided to the
payor must contain a phone number for
the individual serving as information con-
tact of the payee.  The statement must
also notify the payor that the amount of
interest reported as paid may differ from
the amount of interest that the payor may
be able to claim as a deduction.  The
statement must be provided to the payor
by February 1, 1999.  The statement may
be a copy of Form 1098–E (or an accept-
able substitute statement).

I. Collecting Information.

The Service is developing an optional
Form W-9S for use in collecting informa-
tion for the purpose of complying with §
6050S.  The payee will be able to use the
form to collect the information necessary
to meet the information reporting require-
ments of § 6050S.  The information can
be collected on paper or on an electronic
version of Form W–9S (or an acceptable
substitute).  The payee also may collect
the necessary information by using its
own forms and procedures.   

J. Waiver of Penalties.

The Treasury Department intends to
issue regulations under  § 6050S, and
modify the regulations under § 6050H, to
provide guidance on how payees are to
comply with the requirements of the
statute.  Until the regulations are adopted,
no penalties will be imposed under §§
6721 and 6722 for failure to file correct
information returns with the Service or to
furnish correct statements to the payors
with respect to whom information report-
ing is required under § 6050S (or § 6050H
for those loans secured by real property
the proceeds from which are used to pay
the costs of postsecondary education).
Furthermore, even after the regulations
are adopted, no penalties will be imposed
under §§ 6721 and 6722 for failure to file
correct information returns or furnish cor-
rect statements for 1998 as required by §
6050S or § 6050H if the payee made a
good faith effort to file information re-
turns and furnish statements in accor-
dance with this notice.

K. Request for Comments.

The Conference Report accompanying
the Act states the following, “The confer-
ees expect that the Secretary of Treasury
will issue regulations setting forth report-
ing procedures that will facilitate the ad-
ministration of this provision.  Specifi-
cally, such regulations should require
lenders separately to report to borrowers
the amount of interest that constitutes de-
ductible student loan interest (i.e., interest
on a student loan during the first 60
months in which interest payments are re-
quired).  In this regard, the regulations
should include a method for borrower cer-
tification to a lender that the loan pro-
ceeds are being used to pay for qualified
higher education expenses.”  H.R. Conf.
Rep. No. 220, 105 Cong., 1st Sess. at 368
(1997).  Treasury and the Service invite
taxpayers to submit comments on how
regulations could be drafted in accor-
dance with the legislative history.  In par-
ticular, comments are requested on how
parties receiving interest are to determine
whether a payment of interest on a student
loan has been made during the first 60
months in which interest payments are re-
quired and on how much of a payment
should be treated as interest, especially

where interest has been capitalized.
Comments are requested by April 30,
1998.  An original and eight copies of
written comments should be sent to:

Internal Revenue Service 
Attn: CC:DOM:CORP:R
Room 5228 (IT&A:Br1)
P.O. Box 7604
Ben Franklin Station
Washington, DC 20044,

or hand delivered between the hours of
8:00 a.m. and 5:00 p.m. to:

Courier’s Desk
Internal Revenue Service
Attn: CC:DOM:CORP:R
Room 5228 (IT&A:Br1)
1111 Constitution Ave., NW
Washington, DC

Alternatively, taxpayers may submit com-
ments electronically via the Internet by
selecting the “Tax Regs” option on the
IRS Home Page, or by submitting com-
ments directly to http://www.irs.ustreas.
gov/prod/tax_regs/comments.html (the
IRS Internet site).  All comments will be
available for public inspection and copy-
ing in their entirety.

DRAFTING INFORMATION

The principal author of this notice is
John McGreevy of the Office of the As-
sistant Chief Counsel (Income Tax and
Accounting).  For further information re-
garding information reporting, contact
Mr. McGreevy on (202) 622-4910 (not a
toll-free call) or, regarding the deduction,
call John Moriarty on (202) 622-4950
(not a toll-free call). 

26 CFR 601.601:  Rules and regulations.
(Also Part I, § 1397E)

Rev. Proc. 98–9

SECTION 1. PURPOSE

This revenue procedure sets forth the
maximum face amount of Qualified Zone
Academy Bonds (“Bond” or “Bonds”)
that may be issued for each State during
1998.  For this purpose “State” includes
the District of Columbia and the posses-
sions of the United States.

SECTION 2. BACKGROUND

Section 226 of the Tax Relief Act of
1997, Pub. L. 105–34, 111 Stat. 788
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(1997), added § 1397E to the Internal Rev-
enue Code to provide a credit to holders of
Bonds under certain circumstances so that
the Bonds generally can be issued without
discount or interest.  Ninety-five percent of
Bond proceeds are to be used for qualified
purposes, as defined by § 1397E(d)(5),
with respect to a qualified zone academy,
as defined by § 1397E(d)(4).

The aggregate amount of Bonds that
may be issued for the States is limited to
$400 million for 1998 and $400 million
for 1999 (the “national limitation”).  This
amount is to be allocated among the

States by the Secretary on the basis of
their respective populations below the
poverty level (as defined by the Office of
Management and Budget).  This amount
is further allocated by the State to quali-
fied zone academies within the State or
possession.  A State may carry forward to
the next calendar year any amount of an
allocation of the national limitation for a
calendar year that is in excess of the
amount of  Bonds issued during that cal-
endar year that are designated with re-
spect to qualified academies within the
State.

SECTION 3. SCOPE

This revenue procedure applies to
Bonds issued under § 1397E during 1998.

SECTION 4. NATIONAL
QUALIFIED ZONE ACADEMY
BOND LIMITATION FOR 1998

The total face amount of Bonds that
may be issued in 1998 is $400 million.
This amount is allocated among the States
as follows:
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MAXIMUM F ACE AMOUNT OF 
BONDS THAT MAY BE
ISSUED DURING 1998

STATE (thousands of dollars)

ALABAMA $6,128

ALASKA 556

ARIZONA 10,094

ARKANSAS 4,625

CALIFORNIA 56,360

COLORADO 4,243

CONNECTICUT 4,037

DELAWARE 649

DISTRICTOF COLUMBIA 1,339

FLORIDA 20,981

GEORGIA 11,299

HAWAII 1,463

IDAHO 1,442

ILLINOIS 14,718

INDIANA 4,408

IOWA 2,874

KANSAS 2,956

KENTUCKY 6,777

LOUISIANA 8,992

MAINE 1,390

MARYLAND 5,376 

MASSACHUSETTS 6,406

MICHIGAN 11,000

MINNESOTA 4,717

MISSISSIPPI 5,922

MISSOURI        5,150

MONTANA 1,596

NEBRASKA 1,741



MAXIMUM F ACE AMOUNT OF 
BONDS THAT MAY BE
ISSUED DURING 1998

STATE (thousands of dollars)

NEVADA 1,370

NEW HAMPSHIRE 752

NEW JERSEY 7,478

NEW MEXICO 4,861

NEW YORK 31,497

NORTH CAROLINA 9,115

NORTH DAKOTA 711

OHIO 14,667

OKLAHOMA 5,727

OREGON 3,934

PENNSYLVANIA 14,152

RHODE ISLAND 1,071

SOUTH CAROLINA 4,964

SOUTH DAKOTA 845

TENNESSEE 9,043

TEXAS 32,753

UTAH 1,576

VERMONT 762

VIRGINIA 8,188

WASHINGTON 6,860

WESTVIRGINIA 3,327

WISCONSIN 4,738

WYOMING 597

AMERICAN SAMOA 350

GUAM 227

NORTHERN MARIANAS 268

PUERTO RICO 22,659

VIRGIN ISLANDS 268
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SECTION 6. EFFECTIVE DATE

This revenue procedure applies to
Bonds issued after December 31, 1997.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Timothy L. Jones of the Of-
fice of Assistant Chief Counsel (Financial

Institutions & Products).  For further in-
formation regarding this revenue proce-
dure contact Mr. Jones on (202) 622-3980
(not a toll free call).


