
these rules to a plan that, before the tran-
sition date, treated interest accruing after
the initial deemed distribution as resulting
in additional deemed distributions under
section 72(p). 

Example 1. (a)  In 1995, when a participant’s ac-
count balance under a plan is $50,000, the partici-
pant receives a loan from the plan.  The participant
makes the required repayments until 1996 when
there is a deemed distribution of $20,000 as a result
of a failure to repay the loan.  For 1996, as a result of
the deemed distribution, the plan reports, in Box 1 of
Form 1099–R, a gross distribution of $20,000
(which is the initial default amount in accordance
with paragraph (c)(2)(ii) of Q&A–21 of this section)
and, in Box 2 of Form 1099–R, a taxable amount of
$20,000.  The plan then records an increase in the
participant’s tax basis for the same amount
($20,000).  Thereafter, the plan disregards, for pur-
poses of section 72, the interest that accrues on the
loan after the 1996 deemed distribution.  Thus, as of
December 31, 1998, the total taxable amount re-
ported by the plan as a result of the deemed distribu-
tion is $20,000 and the plan’s records show that the
participant’s tax basis is the same amount ($20,000).
As of January 1, 1999, the plan decides to apply
Q&A–19 of this section to the loan.  Accordingly, it
reduces the participant’s tax basis by the initial de-
fault amount of $20,000, so that the participant’s re-
maining tax basis in the plan is zero.  Thereafter, the
amount of the outstanding loan is not treated as part
of the account balance for purposes of section 72.
The participant attains age 59-1/2 in the year 2000
and receives a distribution of the full account bal-
ance under the plan consisting of $60,000 in cash
and the loan receivable.  At that time, the plan’s
records reflect an offset of the loan amount against
the loan receivable in the participant’s account and a
distribution of $60,000 in cash. 

(b)  For the year 2000, the plan must report a
gross distribution of $60,000 on Box 1 of Form
1099–R and a taxable amount of $60,000 in Box 2
of Form 1099–R.

Example 2. The facts are the same as in Example
1, except that in 1996, immediately prior to the
deemed distribution, the participant’s account bal-
ance under the plan totals $50,000 and the partici-
pant’s tax basis is $10,000.  For 1996, the plan re-
ports, in Box 1 of Form 1099–R, a gross distribution
of $20,000 (which is the initial default amount in ac-
cordance with paragraph (c)(2)(ii) of Q&A–21 of
this section) and reports, in Box 2 of Form 1099-R, a
taxable amount of $16,000 (the $20,000 deemed dis-
tribution minus $4,000 of tax basis ($10,000 times
($20,000/$50,000)) allocated to the deemed distrib-
ution).  The plan then records an increase in tax
basis equal to the $20,000 deemed distribution, so
that the participant’s remaining tax basis as of De-
cember 31, 1996 totals $26,000 ($10,000 minus
$4,000 plus $20,000).  Thereafter, the plan disre-
gards, for purposes of section 72, the interest that ac-
crues on the loan after the 1996 deemed distribution.
Thus, as of December 31, 1998, the total taxable
amount reported by the plan as a result of the
deemed distribution is $16,000 and the plan’s
records show that the participant’s tax basis is
$26,000.  As of January 1, 1999, the plan decides to
apply Q&A–19 of this section to the loan.  Accord-

ingly, it reduces the participant’s tax basis by the ini-
tial default amount of $20,000, so that the partici-
pant’s remaining tax basis in the plan is $6,000.
Thereafter, the amount of the outstanding loan is not
treated as part of the account balance for purposes of
section 72.  The participant attains age 59-1/2 in the
year 2000 and receives a distribution of the full ac-
count balance under the plan consisting of $60,000
in cash and the loan receivable.  At that time, the
plan’s records reflect an offset of the loan amount
against the loan receivable in the participant’s ac-
count and a distribution of $60,000 in cash. 

(b)  For the year 2000, the plan must report a
gross distribution of $60,000 on Box 1 of Form
1099–R and a taxable amount of $54,000 in Box 2
of Form 1099–R.

Example 3. (a)  In 1990, when a participant’s ac-
count balance in a plan is $100,000, the participant
receives a loan of $50,000 from the plan.  The par-
ticipant makes the required loan repayments until
1992 when there is a deemed distribution of $28,919
as a result of a failure to repay the loan.  For 1992, as
a result of the deemed distribution, the plan reports,
in Box 1 of Form 1099–R, a gross distribution of
$28,919 (which is the initial default amount in ac-
cordance with paragraph (c)(2)(ii) of Q&A–21 of
this section) and, in Box 2 of Form 1099–R, a tax-
able amount of $28,919.  For 1992, the plan also
records an increase in the participant’s tax basis for
the same amount ($28,919).  Each year thereafter
through 1998, the plan reports a gross distribution
equal to the interest accruing that year on the loan
balance,  reports a taxable amount equal to the inter-
est accruing that year on the loan balance reduced by
the participant’s tax basis allocated to the gross dis-
tribution, and records a net increase in the partici-
pant’s tax basis equal to that taxable amount.  As of
December 31, 1998, the taxable amount reported by
the plan as a result of the loan totals $44,329 and the
plan’s records for purposes of section 72 show that
the participant’s tax basis totals the same amount
($44,329).  As of January 1, 1999, the plan decides to
apply Q&A–19 of this section.  Accordingly, it re-
duces the participant’s tax basis by the initial default
amount of $28,919, so that the participant’s remain-
ing tax basis in the plan is $15,410 ($44,329 minus
$28,919) as of December 31, 1999.  Thereafter, the
amount of the outstanding loan is not treated as part
of the account balance for purposes of section 72.
The participant attains age 59-1/2 in the year 2000
and receives a distribution of the full account balance
under the plan consisting of $180,000 in cash and the
loan receivable equal to the $28,919 outstanding loan
amount in 1992 plus interest accrued thereafter to the
payment date in 2000.  At that time, the plan’s
records reflect an offset of the loan amount against
the loan receivable in the participant’s account and a
distribution of $180,000 in cash.

(b)  For the year 2000, the plan must report a
gross distribution of $180,000 in Box 1 of Form
1099-R and a taxable amount of $164,590 in Box 2
of Form 1099–R ($180,000 minus the remaining tax
basis of $15,410).

Example 4. (a)  The facts are the same as in Ex-
ample 1, except that in 1997, after the deemed distri-
bution, the participant receives a $10,000 hardship
distribution.  At the time of the hardship distribution,
the participant’s account balance under the plan to-
tals $50,000.  For 1997, the plan reports, in Box 1 of

Form 1099-R, a gross distribution of $10,000 and,
in Box 2 of Form 1099–R, a taxable amount of
$6,000 (the $10,000 actual distribution minus
$4,000 of tax basis ($10,000 times ($20,000/
$50,000)) allocated to this actual distribution).  The
plan then records a decrease in tax basis equal to
$4,000, so that the participant’s remaining tax basis
as of December 31, 1997 totals $16,000 ($20,000
minus $4,000).  After 1996, the plan disregards, for
purposes of section 72, the interest that accrues on
the loan after the 1996 deemed distribution.  Thus,
as of December 31, 1998, the total taxable amount
reported by the plan as a result of the deemed distri-
bution plus the 1997 actual distribution is $26,000
and the plan’s records show that the participant’s tax
basis is $16,000.  As of January 1, 1999, the plan de-
cides to apply Q&A–19 of this section to the loan.
Accordingly, it reduces the participant’s tax basis by
the initial default amount of $20,000, so that the
participant’s remaining tax basis in the plan is re-
duced from $16,000 to zero.  However, because the
$20,000 initial default amount exceeds $16,000, the
plan records a loan transition amount of $4,000
($20,000 minus $16,000). Thereafter, the amount of
the outstanding loan, other than the $4,000 loan
transition amount, is not treated as part of the ac-
count balance for purposes of section 72.  The par-
ticipant attains age 59-1/2 in the year 2000 and re-
ceives a distribution of the full account balance
under the plan consisting of $60,000 in cash and the
loan receivable.  At that time, the plan’s records re-
flect an offset of the loan amount against the loan
receivable in the participant’s account and a distrib-
ution of $60,000 in cash. 

(b)  In accordance with paragraph (c)(2)(iv) of
Q&A–21 of this section, the plan must report in Box
1 of Form 1099–R a gross distribution of $64,000
and in Box 2 of Form 1099–R a taxable amount for
the participant for the year 2000 equal to $64,000
(the sum of the $60,000 paid in the year 2000 plus
$4,000 as the loan transition amount).

Michael P. Dolan,
Deputy Commissioner of 

Internal Revenue.

(Filed by the Office of the Federal Register on
December 31, 1997, 8:45 a.m., and published in the
issue of the Federal Register for January 2, 1998, 63
F.R. 42)
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SUMMARY:  This document contains a
revision to the proposed regulations under
section 3121(v)(2) of the Internal Rev-
enue Code of 1986, relating to when
amounts deferred under or paid from cer-
tain nonqualified deferred compensation
plans are taken into account as “wages”
for purposes of the taxes imposed by the
Federal Insurance Contributions Act
(FICA).  This document extends the pro-
posed general effective date of the regula-
tions to January 1, 1998.  The extension
also applies to the proposed regulations
under section 3306(r)(2), relating to when
amounts deferred under or paid from cer-
tain nonqualified deferred compensation
plans are taken into account as “wages”
for purposes of the taxes imposed by the
Federal Unemployment Tax Act (FUTA),
due to the cross-reference therein to the
provisions of the proposed regulations
under section 3121(v)(2).   

DATES:  Written comments and requests
for a public hearing must be received by
March 24, 1998.

ADDRESSES:  Send submissions to:
CC:DOM:CORP:R (EE–142–87), room
5228, Internal Revenue Service, P.O. Box
7604, Ben Franklin Station, Washington,
DC 20044.  In the alternative, submis-
sions may be hand delivered between the
hours of 8 a.m. and 5 p.m. to: CC:DOM:
CORP:R (REG–209484–87), Courier’s
Desk, Internal Revenue Service, 1111
Constitution Avenue, NW, Washington,
DC.  Alternatively, taxpayers may submit
comments electronically via the Internet
by selecting the “Tax Regs” option of the
IRS Home Page, or by submitting com-
ments directly to the IRS Internet site at:
http://www.irs.ustreas.gov/prod/tax_regs/
comments.html. 

FOR FURTHER INFORMATION CON-
TACT:  Janine Cook, (202) 622-6040 (not
a toll-free number), concerning the regu-
lations, and Michael Slaughter, (202)
622-7190 (not a toll-free number), con-
cerning submissions.

SUPPLEMENTARY INFORMATION:

Background

This document contains a revision to
the proposed amendments to the Employ-
ment Tax Regulations (26 CFR part 31)
under section 3121(v)(2) of the Internal

Revenue Code of 1986 (Code), relating to
the Federal Insurance Contributions Act
(FICA) tax treatment of amounts deferred
under or paid from certain nonqualified
deferred compensation plans.  The pro-
posed regulations were published in the
Federal Register on January 25, 1996 (61
F.R. 2194), with a proposed general effec-
tive date of January 1, 1997.  This docu-
ment extends the proposed general effec-
tive date to January 1, 1998.  The same
issue of the Federal Register contained
proposed amendments to the Employment
Tax Regulations under section 3306(r)(2)
of the Code, relating to the Federal Un-
employment Tax Act (FUTA) tax treat-
ment of amounts deferred under or paid
from certain nonqualified deferred com-
pensation plans (61 F.R. 2214).  The pro-
posed regulations under section 3306(r)-
(2) cross-reference the provisions of the
proposed regulations under section
3121(v)(2), including the proposed gen-
eral effective date.  Consequently, the ex-
tension of the effective date under the
proposed regulations under section
3121(v)(2) automatically applies to the
proposed regulations under section
3306(r)(2).

The project numbers assigned to the
notices of proposed rulemaking setting
forth the proposed regulations under sec-
tion 3121(v)(2) and section 3306(r)(2)
were EE–142–87 and EE–55–95, respec-
tively.  Due to changes in the Internal
Revenue Service’s regulations numbering
system, the project numbers for this no-
tice of proposed rulemaking have been
changed to REG–209484–87 and REG–
209807–95, respectively, as reflected at
the beginning of this document.

Explanation of Provisions

Section 31.3121(v)(2)–1(g)(1)(i) of the
proposed regulations provides that the
proposed general effective date of the reg-
ulations is January 1, 1997.  Because the
final regulations have not been issued,
this document contains an amendment to
the proposed regulations to extend the
proposed general effective date to January
1, 1998.  This extension of the proposed
general effective date also applies to 
§ 31.3306(r)(2)–1 of the proposed regula-
tions due to the cross-reference therein to
the provisions in the proposed regulations
under section 3121(v)(2).

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 these regulations do not
impose on small entities a collection of in-
formation requirement, the Regulatory
Flexibility Act (5 U.S.C. chapter 6) does
not apply.  Therefore, a Regulatory Flexi-
bility Analysis is not required.  Pursuant to
section 7805(f) of the Code, this notice of
proposed rulemaking will be submitted to
the Chief Counsel for Advocacy of the
Small Business Administration for com-
ment on its impact on small business.

Comments and Requests for a Public
Hearing

Before this revision to the proposed reg-
ulations is adopted as part of the final reg-
ulations, consideration will be given to any
written comments (preferably a signed
original and eight (8) copies) that are sub-
mitted timely to the IRS.  All comments
will be available for public inspection and
copying.  A public hearing may be sched-
uled if requested in writing by a person
that timely submits written comments.  If a
public hearing is scheduled, notice of the
date, time, and place for the hearing will
be published in the Federal Register.

Drafting Information

The principal author of this revision to
the proposed regulations is Janine Cook,
Office of the Associate Chief Counsel
(Employee Benefits and Exempt Organi-
zations), IRS.  However, other personnel
from the IRS and Treasury Department
participated in its development.

*  *  *  *  *

Proposed Amendments to the Regulations

Accordingly, 26 CFR part 31 is pro-
posed to be amended as follows:

PART 31—EMPLOYMENT TAXES
AND COLLECTION OF INCOME TAX
AT SOURCE

Paragraph 1.  The authority citation for
part 31 continues to read in part as follows:
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Authority: 26 U.S.C. 7805 * * * 
Par. 2.  Section 31.3121(v)(2)–1 as pro-

posed to be added at 61 FR 2199, January
25, 1996, is amended by revising para-
graph (g)(1)(i) to read as follows:

§ 31.3121(v)(2)–1  Treatment of amounts
deferred under certain nonqualified
deferred compensation plans.

*  *  *  *  *

(g) Effective date and transition rules—
(1) General effective date—(i) Effective
date. Except as otherwise provided in this
paragraph (g) or in §31.3121(v)–2, this sec-
tion is effective for amounts deferred and
benefits paid on or after January 1, 1998.

*  *  *  *  *

Michael P. Dolan,
Deputy Commissioner of 

Internal Revenue. 

(Filed by the Office of the Federal Register on
December 23, 1997, 8:45 a.m., and published in the
issue of the Federal Register for December 24, 1997,
62 F.R. 67304)

Foundations Status of Certain
Organizations
Announcement 98–11

The following organizations have
failed to establish or have been unable to
maintain their status as public charities or
as operating foundations. Accordingly,
grantors and contributors may not, after
this date, rely on previous rulings or des-
ignations in the Cumulative List of Orga-
nizations (Publication 78), or on the pre-
sumption arising from the filing of notices
under section 508(b) of the Code. This
listing does not indicate that the organiza-
tions have lost their status as organiza-
tions described in section 501(c)(3), eligi-
ble to receive deductible contributions.

Former Public Charities. The following
organizations (which have been treated as
organizations that are not private founda-
tions described in section 509(a) of the
Code) are now classified as private foun-
dations:
Childrens Resource Center Inc., East

Point, GA
Coal Creek-Rock Creek Trails

Foundation, Louisville, CO
Coal Plasma Energy Conversion Inc.,

Alexandria, VA

Coalition Advancing Universal Social
Equality Cause Inc., Jackson, MS

Coalition for Citizens With Disabilities,
Incorporated, Jackson, MS

Coalition for a Free America LTD,
Peoria, IL

Coalition for Human Priorities of New
Jersey, East Orange, NJ

Coalition for Progress Foundation, Inc.,
Miami, FL

Coalition for the Earths Environment of
Dallas, Dallas, TX

Community Organization for Puerto
Rican Affairs, Inc., Fort Launderdale,
FL

Community Program of Our Fathers
House Inc., Houston, TX

Community Reconstruction Institute Inc.,
Plantation, FL

County of Dixon School District 24,
Newcastle, NE

Dwayne S. Brown Foundation Inc.,
Washington, DC

East Russell Childcare and Development
Center Inc., Louisville, KY

E & J Nichols Inc., Baytown, TX
E.C. Reems Womens International

Ministries, Dayton, OH
E.C. Wood Foundation, Austin, TX
Emma Inman Williams Scholarship Fund,

Jackson, TN
Emmanuel Housing Center, Dothan, AL
Emmas Clinic Inc. Center for Counseling

and Learning, Colorado Springs, CO
Flint Fast Track, Flint, MI
Flora T. Benshoof Foundation,

Westminster, CO
Florence Community Band Inc.,

Florence, KY
Florence Community Chorus Inc.,

Richwood, KY
Florence Interfaith Outreach, Florence,

SC
Florida Association of Teachers of

English to Speakers of Other
Languages Inc., Miami, FL

Florida Community Housing Assistant
Corp, Fort Lauderdale, FL

Florida Health Care Utilities Inc.,
Hialeah, FL

Florida Indigent Medical Program Inc.,
Miami, FL

Greater Corktown Economic
Development Corporation, Detroit, MI

Greater Des Moines Sports Authority,
Des Moines, IA

Greater Sugar Land Pony Colt League
Inc., Sugar Land, TX

Greater Tampa Youth Hockey Inc.,
Oldsmar, FL

Greenbrier Music Festival Inc.,
Charleston, WV

Greater Warner Friends of the Library
Inc., Warner, OK

Historic Preservation of Porter County,
Valparaiso, IN

Historic Watertown Inc., Watertown, TN
Historical Society of the American

Memorial Park, Saipan, MP
Hmong National Development Inc.,

Omaha, NE
Ho-Ho-Kus Education Foundation Inc.,

Ho Ho Kus, NJ
Joint SIU Conference, Tallahassee, FL
Jomar Health Services Inc., Lake

Charles, LA
Jones City Park Development Inc., Jones,

OK
Jonesboro Area Athletic Assoc.

Government Cir., Jonesboro, GA
Josephs Journeys Inc., Charlotte, NC
Joy in Learning Educational Center

Incorporated, Gary, IN
Joy International Ministries Inc.,

Oklahoma City, OK
Joy Outdoor Ministries, Glendale, AZ
Joyful Toyful Fiesta Inc., Baytown, TX
Khmer Society & Association, Houston,

TX
Kids & Kicks Soccer Club, Columbia, IL
Kids at Hart Inc., Hart, MI
Kids Express, Clancy, MT
Kids Express Daycare Service Inc.,

Jackson, MS
Kids First Charitable Trust, Carrollton, TX
Laredo Medical Foundation, Laredo, TX
Larry Laoretti Kids Classic Inc., Winter

Park, FL
Las Cruces Aquatic Team Incorporated,

Las Cruces, NM
Lincoln Economic Area Development

Association, Roselawn, IN
Link Up Broward Inc., Ft. Lauderdale, FL
Lions Arms II Inc., Louisville, KY
Little Falls Main Street Inc., Little Falls,

MN
Little Hill House Inc., Grandbury, TX
Little Ones Inc., Poydras, LA
Louisiana School for the Deaf

Foundation, Baton Rouge, LA
Louisville East Community Development

Corporation, Louisville, KY
Louisville Scottish Country Dance

Society Inc., Louisville, KY
Mesa Centennial Campus for Girls Inc.,

Pueblo, CO
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