
Section 2523.—Gift to Spouse

The Service provides an inflation adjustment to
the amount of gifts that may be made to a spouse
who is not a citizen of the United States in a calendar
year without including the amount in taxable gifts for
calendar year 1999. See Rev. Proc. 98–61, page 18.

Section 2631.—GST Exemption

The Service provides an inflation adjustment to
the amount of the generation-skipping transfer tax
exemption for calendar year 1999. See Rev. Proc.
98–61, page 18.

Section 4001.—Passenger
Vehicles

The Service provides an inflation adjustment to
the price above which a passenger vehicle becomes
subject to an excise tax for transactions occurring in
calendar year 1999. See Rev. Proc. 98–61, page 18.

Section 4003.—Special Rules

The Service provides an inflation adjustment to
the price above which a passenger vehicle becomes
subject to an excise tax for transactions occurring in
calendar year 1999. (Price includes the price of in-
stallation of parts or accessories on a passenger ve-
hicle within six months of the date after the vehicle
was first placed in service.) See Rev. Proc. 98–61,
page 18.

Section 4261.—Transportation
by Air

The Service provides an inflation adjustment to
the amount of the excise tax on passenger air trans-
portation beginning or ending in the United States
for calendar year 1999. See Rev. Proc. 98–61, page
18.

Section 6033.—Returns by
Exempt Organizations

The Service provides an inflation adjustment to
the amount of dues certain exempt organizations can
charge and still be excepted from the reporting re-
quirements for exempt organizations with nonde-
ductible lobbying expenditures for taxable years be-
ginning in 1999. See Rev. Proc. 98–61, page 18.

Section 6039F.—Notice of Large
Gifts Received From Foreign
Persons

The Service provides an inflation adjustment to
the amount of gifts in a taxable year from certain

foreign person(s) that may trigger a reporting re-
quirement for a United States person for taxable
years beginning in 1999. See Rev. Proc. 98–61, page
18.

Section 6323.—Validity and
Priority Against Certain Persons

The Service provides inflation adjustments for
calendar year 1999 to the maximum amount of a ca-
sual sale of personal property below which a federal
tax lien will not be valid against a purchaser of the
property, and to the maximum amount of a contract
for the repair or improvement of certain residential
property at or below which a federal tax lien will not
be valid against a mechanic’s lienor. See Rev. Proc.
98–61, page 18.

Section 6601.—Interest on
Underpayment, Nonpayment, or
Extension of Time for Payment
of Tax

The Service provides an inflation adjustment to
the amount used to determine the amount of interest
charged on a certain portion of the estate tax payable
in installments for the estate of a decedent dying in
calendar year 1999. See Rev. Proc. 98–61, page 18.

Section 6662.—Imposition of
Accuracy-Related Penalty

When information shown on a return in accor-
dance with the applicable forms and instructions
will be adequate disclosure for purposes of reducing
an understatement of income tax. See Rev. Proc.
98–62, page 23.

Section 7430.—Awarding of
Costs and Certain Fees

The Service provides an inflation adjustment to
the hourly limit on attorney fees that may be
awarded in a judgment or settlement of an adminis-
trative or judicial proceeding concerning the deter-
mination, collection, or refund of tax, interest, or
penalty for calendar year 1999. See Rev. Proc.
98–61, page 18.

Section 7702B.—Treatment of
Qualified Long-Term Care
Insurance

The Service provides an inflation adjustment to
the stated dollar amount of the per diem limitation
regarding periodic payments received under a quali-
fied long-term care insurance contract or periodic
payments received under a life insurance contract
that are treated as paid by reason of the death of a

chronically ill individual for calendar year 1999. See
Rev. Proc. 98–61, page 18.

Section 7872.—Treatment of
Loans with Below-Market
Interest Rates

CPI adjustment for below-market
loans for 1999.The amount that section
7872(g) of the Code permits a taxpayer to
lend to a qualified continuing care facility
without incurring imputed interest is pub-
lished and adjusted for inflation for years
1987–1999. Rev. Rul. 97–57 supple-
mented and superseded.

Rev. Rul. 98–59
This revenue ruling publishes the

amount that § 7872(g) of the Internal
Revenue Code permits a taxpayer to lend
to a qualifying continuing care facility
without incurring imputed interest.  The
amount is adjusted for inflation for the
years after 1986.

Section 7872 generally treats loans
bearing a below-market interest rate as if
they bore interest at the market rate.

Section 7872(g)(1) provides that, in
general, § 7872 does not apply for any
calendar year to any below-market loan
made by a lender to a qualified continuing
care facility pursuant to a continuing care
contract if the lender (or the lender’s
spouse) attains age 65 before the close of
the year.

Section 7872(g)(2) provides that, in the
case of loans made after October 11,
1985, and before 1987, § 7872(g)(1) ap-
plies only to the extent that the aggregate
outstanding amount of any loan to which
§ 7872(g) applies (determined without re-
gard to § 7872(g)(2)), when added to the
aggregate outstanding amount of all other
previous loans between the lender (or the
lender’s spouse) and any qualified contin-
uing care facility to which § 7872(g)(1)
applies, does not exceed $90,000.

Section 7872(g)(5) provides that, for
loans made during any calendar year after
1986 to which § 7872(g)(1) applies, the
$90,000 limit specified in § 7872(g)(2) is
increased by an inflation adjustment.  The
inflation adjustment for any calendar year
is the percentage (if any) by which the
Consumer Price Index (CPI) for the pre-
ceding calendar year exceeds the CPI for
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calendar year 1985.  Section 7872(g)(5)
states that the CPI for any calendar year is
the average of the CPI as of the close of

the 12-month period ending on September
30 of that calendar year.

Table 1 sets forth the amount specified

in § 7872(g)(2) of the Code.  The amount
is increased by the inflation adjustment
for the years 1987-99.
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REV. RUL. 98–59   TABLE 1
Limit under 7872(g)(2)

Year Amount

Before 1987 $  90,000
1987 $  92,200
1988 $  94,800
1989 $  98,800
1990 $103,500
1991 $108,600
1992 $114,100
1993 $117,500
1994 $121,100
1995 $124,300
1996 $127,800 
1997 $131,300 
1998 $134,800 
1999 $137,000

Note: These inflation adjustments were computed using the All-Urban, Con-
sumer Price Index 1982–1984 base, published by the Bureau of Labor Statistics.

EFFECT ON OTHER DOCUMENTS

Rev. Rul. 97–57, 1997–2 C.B. 275, is
supplemented and superseded.  
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