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posed rulemaking preceding these regula-
tions was sent to the Chief Counsel for
Advocacy of the Small Business Admin-
istration for comment on its impact on
small businesses.

*   *   *   *   *

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 1 is amended
as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 is amended by removing the entry
for Section 1.1397E–1T and adding a new
entry in numerical order to read in part as
follows:

Authority:  26 U.S.C. 7805 * * * Sec-
tion 1.1397E–1 also issued under 26
U.S.C. 1397E(b) and (d).

§1.1397E–1T [Redesignated as
§1.1397E–1]

Par. 2. Section 1.1397E–1T is redesig-
nated as ‘1.1397E–1.

Par. 3. Newly designated ‘1.1397E–1 is
amended as follows:

1. The section heading is revised.
2. Revising paragraphs (c), (f)(2), (i)

and (j).
3. Adding a new paragraph (k).
The revisions and addition read as fol-

lows:

§1.1397E–1 Qualified zone academy
bonds.  

* * * * *
(c) Private business contribution re-

quirement—(1) Reasonable discount rate.
To determine the present value (as of the
issue date) of qualified contributions from
private entities under section
1397E(d)(2), the issuer must use a reason-
able discount rate.  The credit rate deter-
mined under paragraph (b) of this section
is a reasonable discount rate.

(2) Definition of private entities. For
purposes of section 1397E(d)(2)(A), the
term private entitiesincludes any person
(as defined in section 7701(a)) other than
the United States, a State or local govern-
ment, or any agency or instrumentality
thereof or related party with respect
thereto.  To determine whether a person is
related to the United States or a State or
local government under this paragraph

(c)(2), rules similar to those for determin-
ing whether a person is a related party
under §1.150–1(b) shall apply (treating
the United States as a governmental unit
for purposes of §1.150–1(b)).

(3) Qualified contribution. For pur-
poses of section 1397E(d)(2)(A), the term
qualified contributionmeans any contri-
bution (of a type and quality acceptable to
the eligible local education agency) of
any property or service described in sec-
tion 1397E(d)(2)(B)(i), (ii), (iii), (iv) or
(v).  In addition, cash received with re-
spect to a qualified zone academy from a
private entity (other than cash received in-
directly from a person that is not a private
entity as part of a plan to avoid the re-
quirements of section 1397E) constitutes
a qualified contribution if it is to be used
to purchase any property or service de-
scribed in section 1397E(d)(2)(B)(i), (ii),
(iii), (iv) or (v).  Services of employees of
the eligible local education agency do not
constitute qualified contributions.
* * * * *

(f) * * *
(2) Adjustment if the holder cannot use

the credit to offset a tax liability.  If a holder
holds a qualified zone academy bond on the
credit allowance date but cannot use all or a
portion of the credit to reduce its income
tax liability (for example, because the
holder is not an eligible taxpayer or because
the limitation in section 1397E(c) applies),
the holder is allowed a deduction for the
taxable year that includes the credit al-
lowance date (or, at the option of the
holder, the next succeeding taxable year).
The amount of the deduction is equal to the
amount of the unused credit deemed paid
on the credit allowance date.  
* * * * *

(i) State or local government—(1) In
general. For purposes of section
1397E(d)(1)(B), the term State or local
governmentmeans a State or political sub-
division as defined for purposes of section
103(c).

(2) On behalf of issuer. A qualified zone
academy bond may be issued on behalf of a
State or local government under rules simi-
lar to those for determining whether a bond
issued on behalf of a State or political sub-
division constitutes an obligation of that
State or political subdivision for purposes
of section 103.

(j) Cross-references. See section 171 and
the regulations thereunder for rules relating

to amortizable bond premium.  See
§1.61–7(d) for the seller’s treatment of a
bond sold between interest payment dates
(credit allowance dates) and §1.61–7(c) for
the buyer’s treatment of a bond purchased
between interest payment dates (credit al-
lowance dates).  

(k) Effective dates. Except as provided in
this paragraph (k), this section applies to
bonds sold on or after September 26, 2000.
Each of paragraphs (c) and (i) of this sec-
tion may be applied by issuers to bonds that
are sold before September 26, 2000.

Bob Wenzel,
Deputy Commissioner 

of Internal Revenue.

Approved  September 19, 2000.

Jonathan Talisman,
Acting Assistant Secretary 

of the Treasury.

(Filed by the Office of the Federal Register on Septem-
ber 25, 2000, 8:45 a.m., and published in the issue of
the Federal Register for September 26, 2000, 65 F.R.
57732)

Section 3221.—Rate of Tax

Determination of Quarterly Rate of
Excise Tax for Railroad Retirement
Supplemental Annuity Program

In accordance with directions in Section
3221(a) of the Railroad Retirement Tax Act
(26 U.S.C., Section 3221(c)), the Railroad 
Retirement Board has determined that the
excise tax imposed by such Section 3221(c)
on every employer, with respect to having
individuals in his employ, for each work-
hour for which compensation is paid by
such employer for services rendered to him
during the quarter beginning October 1,
2000, shall be at the rate of 26 1/2 cents.

In accordance with directions in Section
15(a) of the Railroad Retirement Act of
1974, the Railroad Retirement Board has
determined that for the quarter beginning
October 1, 2000, 38.3 percent of the taxes
collected under Sections 3211(b) and
3221(c) of the Railroad Retirement Tax Act
shall be credited to the Railroad Retirement
Account and 61.7 percent of the taxes col-
lected under such Sections 3211(b) and
3221(c) plus 100 percent of the taxes col-
lected under Section 3221(d) of the Rail-
road Retirement Tax Act shall be credited to



the Railroad Retirement Supplemental Ac-
count.

Dated August 30, 2000.
By Authority of the Board.

Beatrice Ezerski,
Secretary to the Board.

(Filed by the Office of the Federal Register on Septem-
ber 11, 2000, 8:45 a.m., and published in the issue of
the Federal Register for September 12, 2000, 65 F.R.
55066)
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