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§ 1.1275–2(a) treats as payments of interest, 
including any principal payments that are 
treated as payments of capitalized interest. 
See paragraph (h)(3) of this section.

Example 2. Allocation of payments. The 
facts are the same as in Example 1 of this 
paragraph (h)(4), except that, in addition, the 
lender charges Student O a loan origination 
fee, which is not for any property or services 
provided by the lender. Under § 1.1273–2(g), 
the loan origination fee reduces the issue 
price of the loan, which reduction increases 
the amount of original issue discount on the 
loan by the amount of the fee. The amount 
of original issue discount (which includes 
the capitalized interest and loan origination 
fee) that accrues each year is determined 
under section § 1272 and § 1.1272–1. In 
effect, the loan origination fee accrues over 
the entire term of the loan. Because the loan 
has original issue discount, the payment 
ordering rules in § 1.1275–2(a) must be used 
to determine how much of each payment is 
interest for federal tax purposes. See 
paragraph (h)(3) of this section. Under 
§ 1.1275–2(a), each payment (regardless of its 
designation by the parties as either interest 
or principal) generally is treated first as a 
payment of original issue discount, to the 
extent of the original issue discount that has 
accrued as of the date the payment is due and 
has not been allocated to prior payments, and 
second as a payment of principal. Therefore, 
in determining the total amount of interest 
paid on the qualified education loan during 
the 60-month period described in paragraph 
(e)(1) of this section, Student O may deduct 
any payments that the parties label as 
principal but that are treated as payments of 
original issue discount under § 1.1275–2(a). 
The 60-month period does not begin in the 
month in which the lender charges Student 
O the loan origination fee.

(i) Special rules regarding 60-month 
limitation—(1) Refinancing. A qualified 
education loan and all indebtedness 
incurred solely to refinance that loan 
constitute a single loan for purposes of 
calculating the 60-month period 
described in paragraph (e)(1) of this 
section. 

(2) Consolidated loans. A 
consolidated 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 latest date on 
which any of the underlying loans 
entered repayment status and includes 
any subsequent month in which the 
consolidated loan is in repayment 
status. 

(3) Collapsed loans. A collapsed loan 
is two or more qualified education loans 
of a single taxpayer that constitute a 
single qualified education loan for loan 
servicing purposes and for which the 
lender or servicer does not separately 
account. For a collapsed loan, the 60-
month period described in paragraph 
(e)(1) of this section begins on the latest 
date on which any of the underlying 

loans entered repayment status and 
includes any subsequent month in 
which any of the underlying loans is in 
repayment status.

(4) Examples. The following examples 
illustrate the rules of this paragraph (i):

Example 1. Refinancing. Student P obtains 
a qualified education loan to pay for an 
undergraduate degree at an eligible 
educational institution. After graduation, 
Student P is required to make monthly 
interest payments on the loan beginning in 
January 2000. Student P makes the required 
interest payments for 15 months. In April 
2001, Student P borrows money from another 
lender exclusively to repay the first qualified 
education loan. The new loan requires 
interest payments to start immediately. At 
the time Student P must begin interest 
payments on the new loan, which is a 
qualified education loan, there are 45 months 
remaining of the original 60-month period 
referred to in paragraph (e)(1) of this section.

Example 2. Collapsed loans. To finance 
his education, Student Q obtains four 
separate qualified education loans from 
Lender R. The loans enter repayment status, 
and their respective 60-month periods 
described in paragraph (e)(1) of this section 
begin, in July, August, September, and 
December of 1999. After all of Student Q’s 
loans have entered repayment status, Lender 
R informs Student Q that Lender R will 
transfer all four loans to Lender S. Following 
the transfer, Lender S treats the loans as a 
single loan for loan servicing purposes. 
Lender S sends Student Q a single statement 
that shows the total principal and interest, 
and does not keep separate records with 
respect to each loan. With respect to the 
single collapsed loan, the 60-month period 
described in paragraph (e)(1) of this section 
begins in December 1999.

(j) Effective date. This section is 
applicable to interest due and paid on 
qualified education loans after January 
21, 1999, if paid before January 1, 2002. 
Taxpayers also may apply this section to 
interest due and paid on qualified 
education loans after December 31, 
1997, but before January 21, 1999. This 
section also applies to interest due and 
paid on qualified education loans in a 
taxable year beginning after December 
31, 2010.
■ 3. Section 1.6050S–3 is amended by 
revising paragraphs (d)(1)(iii)(B) and 
(e)(1) to read as follows:

§ 1.6050S–3 Information reporting for 
payments of interest on qualified education 
loans.

* * * * *
(d) * * * (1) * * *
(iii) * * *
(B) In the case of qualified education 

loans made before September 1, 2004, 
for which the payee does not report 
payments of interest other than stated 
interest, state that the payor may be able 
to deduct additional amounts (such as 
certain loan origination fees and 

capitalized interest) not reported on the 
statement;
* * * * *

(e) Special rules—(1) Transitional rule 
for reporting of loan origination fees and 
capitalized interest—(i) Loans made 
before September 1, 2004. For qualified 
education loans made before September 
1, 2004, a payee is not required to report 
payments of loan origination fees or 
capitalized interest or to take such 
payments into account in determining 
the $600 amount for purposes of 
paragraph (a)(1) of this section. 

(ii) Loans made on or after September 
1, 2004. For qualified education loans 
made on or after September 1, 2004, a 
payee is required to report payments of 
interest as described in § 1.221–1(f). 
Under § 1.221–1(f), interest includes 
loan origination fees that represent 
charges for the use or forbearance of 
money and capitalized interest. Under 
this paragraph (e)(1)(ii), a payee shall 
take such payments of interest into 
account in determining the $600 
amount for purposes of paragraph (a)(1) 
of this section. For purposes of this 
section and section 6050S, interest 
(including capitalized interest and loan 
origination fees) is treated as received, 
and is reportable, in the year the interest 
is treated as paid under the allocation 
rules in § 1.221–1(f)(3). 

See § 1.221–1(f) for rules relating to 
capitalized interest, and § 1.221–
1(f)(2)(ii) for rules relating to loan 
origination fees, on qualified education 
loans.
* * * * *

Mark E. Matthews, 
Deputy Commissioner for Services and 
Enforcement. 

Approved: April 27, 2004. 
Gregory F. Jenner, 
Acting Assistant Secretary of the Treasury.
[FR Doc. 04–10359 Filed 5–6–04; 8:45 am] 
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SUMMARY: The technical amendments to 
the document titled ‘‘Oil and Gas and 

VerDate jul<14>2003 15:58 May 06, 2004 Jkt 203001 PO 00000 Frm 00021 Fmt 4700 Sfmt 4700 E:\FR\FM\07MYR1.SGM 07MYR1



25500 Federal Register / Vol. 69, No. 89 / Friday, May 7, 2004 / Rules and Regulations 

Sulphur Operations in the Outer 
Continental Shelf—Relief or Reduction 
in Royalty Rates—Deep Gas Provisions’’ 
published at 69 FR 24052 (April 30, 
2004) contained an incorrect effective 
date for the changes included in the 
document. This document corrects the 
effective date for all changes and 
amendments to May 3, 2004.

DATES: Effective Date: The effective date 
for all changes and amendments to 30 
CFR Part 203 that were published at 69 
FR 24052 (April 30, 2004) is May 3, 
2004.
FOR FURTHER INFORMATION CONTACT: 
Marshall Rose, Chief, Economics 
Division, Minerals Management Service, 
at 703–787–1536. E-mail: 
Marshall.Rose@mms.gov. Address: 

Minerals Management Service, MS 
4050, 381 Elden Street, Herndon, 
Virginia 20170.

Dated: May 4, 2004. 

Patricia E. Morrison, 
Assistant Secretary—Land and Minerals 
Management.
[FR Doc. 04–10469 Filed 5–6–04; 8:45 am] 
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