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and provide additional rules regarding the
amendments that may be made with re-
spect to that disqualifying provision.

Pursuant to § 1.401(b)-1T(b)(3) and
(c)(3), a plan provision is hereby desig-
nated as a disqualifying provision if the
plan provision is integral to a qualifica-
tion requirement changed by a provision
of SBJPA that becomes effective on the
first day of the first plan year beginning
after December 31, 1998, provided that
the following conditions are satisfied.
First, the plan provision must be amended
to reflect the change made by SBJPA by
no later than the last day of the first plan
year beginning after December 31, 1998.
(If an employer or plan administrator files
a request for a determination letter on the
qualified status of a plan by the last day of
the first plan year beginning after Decem-
ber 31, 1998, then the date by which the
plan provision must be amended shall be
extended through the 91st day following
the applicable date under § 1.401(b)–
1(e)(3)(i) or (ii).)  Second, the plan provi-
sion as amended must be effective as of
the first day of the first plan year begin-
ning after December 31, 1998.  Thus, if a
plan uses the safe harbor methods for the
plan year beginning in 1999, the plan gen-
erally must be amended no later than the
end of that plan year, retroactive to the
first day of that year, to reflect the safe
harbor methods.  This remedial amend-
ment period also applies to a plan amend-
ment reflecting the use of the early partic-
ipation rules under §§ 401(k)(3)(F) and
401(m)(5)(C).

The preceding paragraph does not per-
mit a CODA to be adopted retroactively.
See § 1.401(k)–1(a)(3)(ii).

A plan amendment described in this
section XI.B shall not be treated as violat-
ing the requirements of § 411(d)(6)
merely because the plan amendment im-
poses the withdrawal restrictions required
by § 401(k)(12)(E)(i), provided that those
withdrawal restrictions do not apply with
respect to contributions allocated as of a
date before the first day of the first plan
year beginning after December 31, 1998.

REQUEST FOR COMMENTS

The Service and Treasury invite com-
ments and suggestions concerning the
guidance provided in this notice.  Com-
ments are specifically requested as to
whether there are circumstances (in addi-

tion to the first plan year of a newly estab-
lished plan) in which the use of the safe
harbor methods would be appropriately
allowed for a plan year of less than 12
months (e.g., certain corporate merger or
acquisition transactions involving a plan
sponsor maintaining a plan using the safe
harbor methods, if appropriate conditions
are satisfied).

Comments can be addressed to
CC:DOM:CORP:R (Notice 98–52), room
5228, Internal Revenue Service, POB
7604, Ben Franklin Station, Washington,
DC 20044.  In the alternative, comments
may be hand delivered between the hours
of 8 a.m. and 5 p.m. to CC:DOM:
CORP:R (Notice 98–52), Courier’s Desk,
Internal Revenue Service, 1111 Constitu-
tion Avenue NW, Washington, DC.  Alter-
natively, taxpayers may transmit com-
ments electronically via the IRS Internet
site at: http://www.irs.ustreas.gov/prod/
tax_regs/comments.html.

PAPERWORK REDUCTION ACT

The collection of information con-
tained in this notice has been reviewed
and approved by the Office of Manage-
ment and Budget (OMB) in accordance
with the Paperwork Reduction Act (44
U.S.C. 3507) under control number 1545-
1624.

An agency may not conduct or sponsor,
and a person is not required to respond to,
a collection of information unless the col-
lection of information displays a valid
OMB control number.

The collection of information in this
notice is in section V.C, “Notice Require-
ment,” and section XI, “Plan Provisions
Relating to Safe Harbors.”  The collection
of information is required to obtain a ben-
efit.  The likely respondents are busi-
nesses or other for-profit institutions, and
not-for-profit institutions.

The estimated total annual reporting/
recordkeeping burden is 80,000 hours.

The estimated annual burden per re-
spondent/recordkeeper is 1 hour and 20
minutes.  The estimated number of re-
spondents/recordkeepers is 60,000.

Books or records relating to a collec-
tion of information must be retained as
long as their contents may become mater-
ial in the administration of any internal
revenue law.  Generally, tax returns and
tax return information are confidential, as
required by 26 U.S.C. 6103.

Drafting Information

The principal author of this notice is
Roger Kuehnle of the Employee Plans Di-
vision.  For further information regarding
this notice, please contact the Employee
Plans Division’s taxpayer assistance tele-
phone service at (202) 622-6074/6075
(not toll-free numbers), between the hours
of 1:30 and 3:30 p.m. Eastern Time, Mon-
day through Thursday.

1999 Limitations Adjusted As
Provided in Section 415(d),
Etc.1

Notice 98–53

Section 415 of the Internal Revenue
Code (the Code) provides for dollar limi-
tations on benefits and contributions
under qualified plans.  Section 415 also
requires that the Commissioner annually
adjust these limits for cost-of-living in-
creases.  Other limitations applicable to
deferred compensation plans are also af-
fected by these adjustments.  

Effective January 1, 1999, the limita-
tion for the annual benefit under
§ 415(b)(1)(A) for defined benefit plans
remains unchanged at $130,000.  For par-
ticipants who separated from service be-
fore January 1, 1999, the limitation for
defined benefit plans under § 415(b)-
(1)(B) is computed by multiplying the
participant’s compensation limitation, as
adjusted through 1998 by 1.0160.  The
limitation for defined contribution plans
under § 415(c)(1)(A) remains unchanged
at $30,000.

The Code provides that various other
dollar amounts are to be adjusted at the
same time and in the same manner as the
dollar limitation of § 415(b)(1)(A) is ad-
justed.  These dollar amounts and the ad-
justed amounts are as follows:

The limitation on the exclusion for
elective deferrals under § 402(g)(1) re-
mains unchanged at $10,000.

The dollar amount under
§ 409(o)(1)(C)(ii) for determining the
maximum account balance in an em-
ployee stock ownership plan subject to a
5-year distribution period is increased
from $725,000 to $735,000, while the

1Based on News Release IR-98-63, dated Octo-
ber 23, 1998.
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dollar amount used to determine the
lengthening of the 5-year distribution re-
mains unchanged at $145,000.

The limitation used in the definition of
a highly compensated employee under
§ 414(q)(1)(B) remains unchanged at
$80,000. 

The annual compensation limit under
§§ 401(a)(17) and 404(l) remains un-
changed at $160,000.  The annual com-
pensation limit under § 401(a)(17) for eli-
gible participants in certain governmental
plans that, under the plan as in effect on
July 1, 1993, allowed cost-of-living ad-
justments to the compensation limitation
under the plan under § 401(a)(17) to be
taken into account, is increased from
$265,000 to $270,000.    

The compensation amount under
§ 408(k)(2)(C) regarding simplified em-
ployee pension plans (SEPs) remains un-
changed at $400.  The compensation
amount under § 408(k)(3)(C) for SEPs re-
mains unchanged at $160,000.  

The limitation under § 408(p)(2)(A) re-
garding simple retirement accounts re-
mains unchanged at $6,000.

The limitation on deferrals under
§ 457(b)(2) and (c)(1) concerning eligible
deferred compensation plans of state and
local governments and of tax-exempt or-
ganizations remains unchanged at $8,000.

The compensation amounts under
§ 1.61–21(f)(5)(i) and (iii) of the Income
Tax Regulations concerning the definition
of “control employee” for fringe benefit
valuation purposes are $70,000 and
$145,000, respectively. 

Administrators of defined benefit or
defined contribution plans that have re-
ceived favorable determination letters
should not request new determination let-
ters solely because of yearly amendments
to adjust maximum limitations in the
plans.

Returns Relating to Interest on
Education Loans

Notice 98–54

PURPOSE

This notice modifies Notice 98–7,
1998–3 I.R.B. 54, which describes the in-
formation reporting requirements under 
§ 6050S of the Internal Revenue Code for

1998 that apply in the case of payments of
interest on qualified education loans.
Specifically, this notice provides that no
information reporting is required with re-
spect to “mixed use” loans in light of
amendments made to § 221(e)(1) by the
Internal Revenue Service Restructuring
and Reform Act of 1998 (RRA 1998),
Pub. L. No. 105–206, § 6004(b)(1), 112
Stat. 792.  This notice also provides that
the Internal Revenue Service and the
Treasury Department are extending the
application of Notice 98–7 to information
reporting required under § 6050S for
1999.   

BACKGROUND

Section 6050S, as enacted by the Tax-
payer Relief Act of 1997, Pub. L. No.
105–34, § 202(c), 111 Stat. 808, requires
the filing of information returns by per-
sons who receive payments of interest
that may be deductible as interest on a
qualified education loan (“payees”).  Sec-
tion 6050S(e) provides that, except as
provided in regulations, the term “quali-
fied education loan” has the meaning
given such term by § 221(e)(1).  Section
6050S requires that payees file the speci-
fied information returns with the Service
and provide a corresponding statement to
the individuals named on the information
return (“payor”) showing the information
that has been reported.   

The requirements for reporting quali-
fied education loan interest under § 6050S
are generally described in Notice 98–7,
along with specific information reporting
requirements for 1998.  Section D of the
Discussion portion of Notice 98–7 pro-
vides a rule for reporting payments of in-
terest made on or after January 1, 1998,
on mixed use loans or revolving accounts,
such as credit card accounts.  Payments of
interest on these loans are treated under
Notice 98–7 as interest paid with respect
to a qualified education loan (and must be
reported as such) only if the mixed use
loan or revolving account is certified by
the payor to be, in part, a qualified educa-
tion loan, and the payee has a reasonable
method for allocating the interest pay-
ments to the part of the loan that is certi-
fied to be a qualified education loan.  In
addition, Section E of the Discussion pro-
vides that, with respect to loans made on
or after January 1, 1998, that are secured

by real property, if a payor certifies all or
part of such a loan as a qualified educa-
tion loan, only the certified portion of the
loan may be treated as a qualified educa-
tion loan for purposes of information re-
porting.  The remaining portion must be
treated as a mortgage subject to informa-
tion reporting under § 6050H.

DISCUSSION

Section 221(e)(1), as amended by RRA
1998, provides that the term “qualified
education loan” means any indebtedness
incurred by the taxpayer solely to pay
qualified higher education expenses.  The
amendment to § 221(e)(1) is effective as
if included in the Taxpayer Relief Act of
1997 and applies to interest payments due
and paid after December 31, 1997.  Thus,
the payee must not report under § 6050S
information on mixed use loans (whether
or not secured by real property) because
they are not qualified education loans
under § 221(e)(1) as amended. However,
information reporting under § 6050S con-
tinues to be required for any loan (includ-
ing a loan secured by real property) or re-
volving account, such as credit card
account, that the payor certifies is used
solelyfor the purpose of paying qualified
higher education expenses.  The payee
may rely on this certification when filing
Form 1098–E, Student Loan Interest
Statement, for 1998 and need not verify
the payor’s actual use of the funds.  In all
other respects, the requirements of 
§ 6050S with respect to qualified educa-
tion loan interest reporting for 1998 re-
main the same as described in Notice
98–7.  

The Service is currently revising Form
W–9S, Request for Student’s or Bor-
rower’s Social Security Number and Cer-
tification, to remove the certification for
mixed use loans.  In addition, payees
should disregard the instructions regard-
ing mixed use loans and revolving ac-
counts, which are found in the Form
1098-E section of the 1998 Instructions
for Forms 1099, 1098, 5498, and W–2G.
Those instructions will be revised for
1999.

The Treasury Department intends to
issue regulations soon on the information
reporting requirements of § 6050S.  Pend-
ing issuance of those regulations, the Ser-
vice is extending the application of Notice
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