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7B7L me propcr drtinclloa bctwnn lr.ttmmt at  trtc tqual to or v a t u  tbra b m w m  to &a lcndar arch y.u 
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prrfntrship tron~actiona such r r  hdrptndcnt conbrc~af y mn -by& Wrtm*nt,und.r:Isctlw 7W2 dprIvm~ 
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mrprct to thm b u u m r y  udurtrLa Lnu cprngnmdtry ptriodb The cbub d tb-''! r t t i rd  brim Septrmkr V. 1 - h  
bonowiq eolklhr Svviu t rhdyb&, rpproprimta FrdtrJ ~ t r t u l o y  p@ qr "' pmtlri-m afmtlam7etO rPI d a& 
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1 2 3  &rough 127L *nd p h  lo addram ! lorn rgrtmmcaL The rw11LEam pmvldn, r r r W  by mpmymmt u n a l l m t i o s  
th in blue in htum rtgulrhor U ~ U  rp*eirl rulu to prmlt rn of th. . . fww lr md6ca6ooa of cbr i n h t  
rhtat =tima. albrnalr F d t r d  n i l  9th. caw d : ~rrangame8t m roma other d u  
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action (lee latemal Rtvenut &wiu 
News Releana. IRdCOJ. pubhmhtd 
A u p t  za losr). 
Commmnlr md Rbqumb fw 4 Publls 
H* . . .  

Eefon adopbiw thtmc b p o r d .  + 

rrgulationr conriderrti?a will b #hm- - 
10 any writlea wrm~lcntr h t  um 
submitted [prtternbly elat eopira) tm - 
the Comniraimtr d Internal Rev8oll.i 
All commentm will k rvaUrMa 
public inspection md copylv A p u b k  
hearing will be hdd  won writha 
rrqutat to the Commiwianer by mny 
prrson who ha# rubdtttd written 
commrntaIfa ublichrrrlngfmtok . 
held. nulice of !Re time and place rill b. 
publlshcd in rhr Fodenl Ragbtrr. . 

nu wlltction orinformatioo 
tepuirtrncntr contained in Ihia notice d 
proposed rulemaking have b*ro 
rubmit!ed to the Office of Management 
and Budget ( O N ]  lor review uada 
~ection 3501 (h) of thr R p v n o k  
Reduction Act. Commtntr om here 
rcguirtmmt~ nhould br r t d  to th 
Ollict ,of InTormetion ind  Rtgut.toy 
~ l f a i n  of OM& Attendom k lk .o&fa  
Iot Internal Ravtnur SarvIdr, New 

' 

E*cwtivt Olfiw Buildinl. Wanhiqtw. 
p.C. z03. Thr Internal Rtvanw . . 
Strv ia rsquoU ihrt p e m n r  mubmittm 
 comment^ on there requiremenl. lo - .. 
Ohm rlso rmd copier d thou - . - 
commcnm t~ the hl# ' .- 
S p s c ~ a l 1 1 ~ r ) y r b  

T)lr Cornmis~iwrer of htemd ' 

Rcvcn~t ha1 determined th4l thlm 
propomrd rule ir not a major n r l m  . 

defined in Extcutfvr Ordu t2zPr. 
Accodn'ngly. 4 Rcguhtoy Impact ' - 

hr.alyrir ir not r tqukk  Althougli-thin 
dmmtnt  I# rn notiu of pmpolcd . 
rulemaking th.1 rollcitr public comment 
the Internal Rtvrnuc Service him 
concluded th.1 tha ptopord rrgubtI~n, 
are intetpretrHvr and ibar ht notla 
nnd public proctdun mquirtmentl d b  
U.S.C SS3 do not np ly. AEcatdIn&. I ~ h r r t  proporcd repu rtlonr do not 
conntitule r t  ulrtionr r u b j e  to t b m  
Rcguln~ory exibility Aet (S U.GC 
chapter el. 

I! 

Drafting wam4dm 

Thr prtncipd ruthor of then 
propowd ngulmtionr L Howmrd A 
Ballkw of lhe bgialrtloa md 
Rqul~t ioru Mvirioa oi thr OiAu d 
Chid CounwL Intumml Revenue 

Howrver. plmolvlol h m  0th~ 
omccr or the In~rmrl Rtvtnum Swim 
and T m a s ~  Drpartmrnt prttidprttd 
in dcvtloping h e  rtplrtionb on matlrn 
of both rubnranct mnd #@I@. 

-' * 

PART I--[AYEHMDI , .-: 

place. Thtu new uttioaa n r d  rr 
Iollowr . ,,. . , . ..: . 

, . .. 
1 i.trtr-t - 

(a) S!0&~rnt 0jP3+#& *dm-% 
ptntrrIly trrm!r .artih I O ~ M  td which, ' 

tbr inttrtmt rate cbrqsd l  Icrr t h p  I& 
applicable F d a r d  tat8  rr 6coqoirJuQ 
rpuivmlcnt to loam btorlng Inl~mat 8L 
Ibr rppliubb Ftdtrd rrtr eoupbd: 
witb 8 pnymrnt by the knder to tbm 
b w t r  mdTIdunl'th fund alt w p d  d 
t h ~  payment o t  krtanrt by tbr boirowa 
Sucb lorn8 am m f d  to u"be1- 
mrrkd k m "  %a ( 1.7WW b 
dotrild h6dtiomr.d b e I o w - m a  
lornm rnd the ds l tdwt ion  ol thr.. . 
mppliabh Fmdard trt.. A&y. 
~eetion 7ln mhrradmrizrm 4 k l o w  
rnarke~ loan ra  two t r m c l l o w -  

11) An -'l-lm#b -dm b- 
which rb. l e n d ~  makmr 4 bm to tb 
borrower b eacbmnp for a nw . . .. , 
quiw the pryment.of inl8rtrl at b- 
rppllubln Fedrtrl nl8: rad. 

(2) A trrnnfer ot funds by rhr lend&to 
tbm bomwot ("impu~rd b u d d l  
Th* h i n ~  rnd dm rfiarrctorizrtim d 
fhe omount of tbe imputcd ttmsfa by 
the Icndcr b thr b o m w u  w . 
dettnnined in occordmn~ wlrh tb* 

rubrtmm of thr b ~ c t i a m  f i r  a 
4 n d t h l m a w t d t b r b p t d b t ~  
plyment [thm txenr d the mmmt al 
Interart q u i d  to k p l d  ub tb 
rpplfubh F s d d  nu, o w  tbr 
o f b t v t r t m q u l n d t o b r p l l d ~ .  
t~ a1 IOU a ~ e m e n f )  by tbl - 

t~ an Icndu depend a~ tbu h d a  d 
thr mtnd hmrfw by Lbl tmdrr b tb 
bornam lad wbetbrt tbr loam t t.rpZ 
IOU m I demand tom U tbm h p u t d  
h ~ t m  b dm Imder h dsrrcterlraa d asmgih fipro~blonrofcba tuUd 
the h!ad b ~ t n ~ 8  ma. f 8- Do 
fi W a h  appIy. All bpubd 
trlrufnn ua& rwdm Yv2 I*#. 
ialoremt, com ematlo& @) m 
ch.rastmriu81. arm- with IL 
r u b m t m  d thr tr.omacdon, and. 
ex-pt u o r b e w i n  pmbdded in tb. 
rqdmdonr M d a  d o n  7W2. am 
tma~rd mr w d u n e t u i u d  fff .P 
purporlr d tha Code For nlumplr, for 
urporrn d f i d n  lm LO Inlcnmt-Lm 

Lon I. rn charity n f d  tm Lo u- 
170 Im whlcb intenmt ir Lmputtd u h r  
~octiw 7W2 La ktahd a8 an iatrrmal 
btrring loln m p l d  wl& p l d c  dfb 
to the charity in t b m  r m m t  al b 
imputd bwf,w* fw p~ip08eaiJ d 
M b add- d a p p l l u b b  - . 
InJ-tioa and nportiaO mqdmmk~ 
(e.&. oa Form W-2 and r- 
tWO] murl k r r W I d  

[bJ Ef& dc-1 hgeniml. T h m  
pfovlmlonr of lrctioo 7872 gurenUr, 
r p p ~ , I m ~ r h r r ~ & l ~ b  
demand loear,outntrddiry + f t ~  hit 
date md to lmna ohm b n  d a m 4  
l o u r  mrdm aftutbrt &?a . , 

h m u d l w n ~  mpid &fk 
Se r a m k 1 7 , m . U r d t m d h  
' rRd wmr mt'tin- m a 
Ir re* k t o n  Stpt.mbm,V, 1- . 
a d a m  7 n d v  wt apply to tb8 1- 

rrr of tblr pmrampb lb](Zl 
Z y 3 1 n  b tr ra td  a. npmld U LI * 
rr aid unmlle4 1-vtn, modifla4 w 
o l R h v  nand ~ m r  mxamp~a. u IL. 
lorn w m r a l  Iw am lntrrrlt-bn 
dtmmd lorn, which ta o~mtmdbq an 
funm s, 1- k modifid oa Septmmb 
19 1m to mutr Ibo h m w n  to pry r 
6 plrunt rhplm tstm af inbmlf tbmn fw 
p u r p o u ~  d Mm p-mph IbX9 th. 
0nOngind lorn k tztrtd u npmid on 
kpfernbu 1~ 1- and ~ . c l o o  7872 
rpplimm to h modiflad lorn 
on tblt dl&% 

"1 9 hhm-pa 
pprn o =tion ?a any b.a wMeh 
~r mqotirtsb axsndrd or mind 
mRw )vnr h ID84 i m  h u t 4  ra 4 lorn 
mrdm rhr? ~ U M  & 1- A~E&Y, 
p o r n  d tbr o l f i ~ v m  d r t  provialonm 
d%n pan yapb (b] ln thr umr .I euch 
r loan the pmvimionr d m~tion 7W2 
rppiy am if thm loan wtre I n m  loan 
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m a d t o n t h c d r y h l r n d g m d  - 
bomwu enter into r bindiq rgrmmcn! 

tbr pravirfonr of tbr h n  
ariedcml-mu- 

Sectiw tsrt d m  no4 dlrr the law 
appbcrbk to b t l o w ~ h t  I- fw 
perlodr prim to tbr .Irefin &tm d 
wction 7E7z A B .  below-m*, 
interest rrtm 1- w h i d - m  mot 4 u m -  
lo scetlon 78n by ruw ot tbr tEIacllvm 
da k provfalonr of h i m  pumamph (bh 
includhq lomna whicb m ~ p i d  unda 
t b d m  d m ' b r d  Ia p m p p h l b  ( Y d  
Un y c t i m  may #till h v r  F t d d  tax 
anrtqutncer. Sn, m.3, Dickman V. 
Comitaionrr, MS U S  - QsSrL 1- 
s . a  Im. 

[c) Key b Codr prot.lt;un~ 5 h m  . 
foflowiq kc t btmded to fudltlw 
c ~ s e u t h  wi J rtrpbct 10 l p c i ~ c  ~od. 
pron'lion8. Tbt key idunbhr th . . :: 

rrpJation~ mction in whlcb thr 
principal dacuarion of 8 p d d u  Code 
~ r o d n i w  Aa a rtault d thi, , -. 
itjlen*~m~o;I;h~~ among c ~ d .  - 
pmvirionr other r e p l a  Uoa & 

m4y alro dimmum the p d d u  Codr - ; 
pmvialon. *don 1.78mt dtdm wltb 
thr dtfinidon of t b m  term Young k- - - 
purpowr o l  nctioa 187% Tbr foUowLQ 
trble idtatiAm thi prPvirlonm d rsctlm 

that m dtrll with tn 91 1.7- . 
thmugh l.leZ+ir m a d  llru m&ts 
pro\-i#ion of C o d r - d m  7 W t k l o r  6. 
mp!ntiou raction iu which i 11 

: +r 

. . 
#I.-;¶ ho-m.m r rcDpth Ih .  

- p v i r i o r m d n c t i u n 7 g ~ k ( 1 ~  
1IH@I s ~ ~ . m m w t l m b t b m n J n  
ON1 NAl 
[rHlKe) 

till - b which d e n  
O P P I / ~ A  C s n d l y ,  d m  m dolr e, 

8 ~.mmtz  nppb to w U d  b d v n  L 
ieUlHA) . . mnsldttrtloa tw tbr B& or ar).u d 

j L-IS pmprw [*rluD atat* dwctlab 
. -InMc)tln w pmld on IDDOW d tb. d m  

t N 4  8 ~ p r ~ p ~ ~ t ~ ~ t k  
1 J . m M  . ~ P & U b t ~ a m a q = ~ W ~ u ~  

PHl)[BI At* d &OM mtlons do not ~ p l y  by 
IW mrwn duuptrorv w snh h u b #  
k -1 tw r q d a t f o ~  u n d r  pml4rlonr. hay hnsactiua how- 

?WZuIlzb . whlth o&&w tr d t M  MA- 
k i ~ ~ ~ b d R t r * r P g l r l r h -  7 ~ c ) ~ l l [ A L ~ ~ ( C h d I c  . 
Sn f a . a l ( d W  fm b t - 4 - h  hnm (A) A debt fnbtrammt that h hurd in 

khwn Hv#h -8- &VU+ mxchrng. fa pm md - - 
P m  . . t r pryablm m d c m d  
8t.n-t -or- IB) A d t b ~  btnrmcnr d d M  ia 

(a] In pcn&l] W m i n L r q r * r s d  d m  I-Msl, m 
b m d I ~ .  For purporcm of yctiou 7 a  [c) A dcbt hbtnrmmtt  d d k d  La 
tbr ~ t m  l o a a "  bcludem tamQ mg* wctiom IUS@~ u i r u  th tnnum h 
mxiansion mf d t  (hdu& i ~ d  . ~t,mSbd im  i U M H ~  
examplm, rn pnrchaam mongY moW#a) tr wt rubjrd b =Born rn d W 4  
m d  my trrnraetlm u u d a  which -'" .md g m b j d t a  arcdon tgt - - I  

ownuofmonegpadtr-lmrthiterrod'" ( ~ ~ , a b - m b ~ ~ ~ m  
lo u u  t h m  monk# fw A p A o d  d tImr blm-m,,+lt dm - rRu wblcb tha m o n q  b to k'-a 
kana f e d  to th8 UWDW w applied. ' 

7l72 w d d  ltro k r u b w  to rrctiw .: .;, 
rccodiq to 4a m x p u  w impUd-J ."-'* + a U t h ~ + t o . p p i y u  

A 0 m . t  lo thr loma M c U *  tbea 
rpemmal\rithtbmo*mr*.~ml~'-'q - o o m ~ ~ a p p ~ ~ d ~ ~ ~  , , 
? 0 8 n " I m i t e r p n t d ~ t s - ' : . t -  .qm ~ m m I s m i o +  Ehm~n to apply wcdocl 

W @ b m  a ~ , ~ r a c ~ 6 ~ . ~  a- 
~ t r i u ~  An bt+rrtwd d n  d - - *. * lo wetloq4&Z,brddition to lsctioa . . 
t t a n r a c t f o n r * I h l c b b r b r ~ w l r n t d ~ - ' , ~  , 
l0UI b bated 48 !o*e. plmu id 
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(iii) Exception. ~ a r n p a p b  @)(l)[i) of 4 below-market lo re  Tire tarra %low- hlena payment or cornpollam 
this section dots not apply if the depodt mukat l o r a " m c l ~ l  my loan U- pcd& if luch nter rn equfvdant to 
im curtodial in nrtum or i~ held in tnut 0) In the c a ~ e  of m demand l o w  the appliubla Federal n w  
for the benedi of the trsnaftmt. The tottrrrt Ir prymbh rt 8 ratr h s a  Lan tha raf=rmu to &a qphoblr ~ . d d  mm 
deposit i a  treated IS matodial In natum applicable Fcdtrd nta:  oo fn tbu d r U o ~  u n d e - ~ w ~  7 ~ 2  
if Ihc trmafem ir not entitled to th* (2) la h e  care of 8 term lorn thr fPdbde8 tha qUJvdmnt nthl bud an 
beneficla! cajoymeirt ol the  mount amount lomed txcetdr thr prarrat.. u e n n t  ~ m p w a ~  pr- 
depomitrd Induding interrrt therema vakr of rll prymtntr due urrdu tb#?- prrl* 
[except ma lecvrity for an obligation oi loan. delcrmined.aa of rho day tht laam . {q Lklsnn inorion ~ D P P I i C O f i  h e  transferor). Thu8. if an amount.ir 18 madr, ruing'# dlmcount r a ~ - e q u r l  to rewrnwi1 ,,,, Thr 
placed in t s w w  to l c c w  r con*acturl the mppliublr Fedetrl rate la aHed an Ippuclbh Pcded ntr for obligation of the ~anrfemr. md tha the day thr loan ir mad*. dcdkd b purgrm hl Ib)(3). [ I ) ,  d B 

I 

escrow mptemenl pmvider that d Seetiom 1.7872-19 md 1.7an-i4 c0nt4h Is] d rhf, * h a d  by 
interest terncd ir rid to the trmnlftrw comput,tj~m ne,e,,ay for P and thmt the bans eree no right8 to d c t a m  amount ofimputd 

. to F d t r d  rtrhtory rate# . ~ l d  dfemcm 
Fedrrrl rmtm 

or interest in the ercrowtd rmount Intertmt on r below-marlet loan wbicb [II) hfiajuo,, dFded unlerr and until the tr4nrfrror dthulb fd r ~ b j ~ E t  to I K ~ O ~  7- mta Tha Federal rtarurw rater am th. 
on the oblignfion h e  abaen~. of (b) ApplitobIa F d m f  m-11 In Bbofi-, dd., d,d mte, 1. 
any factr whlcb indicota thrt the 
tranraction war entered Into for tax 

g m e d  'lbe a ~ ~ l j u b l *  ~ ~ t ~ ~ r ~ t @  b undrr uetlorn mr(a a d  && 
M m u d  #fated rr to of Inlrrert baaed eqdvrltnt mtel b a l d  wed avoidance purporec, tha depodt f~ not rn on mcmiannual eompolindity. In . 

loan. addidon tbo Commirriontr may eompoundiq rraumpdom Thew mkr 
(2) Permittlirg ogent or infsrmsdioy prtncdbw rqdvalcnt rater baled m 

m ublilhtd by Ih, Ccmmirmionu fm 
lo retain find*. An ogreern tat undrr wmpoundbq pad& other &an 

e .dud-u. l  p d d  J.ay 1 

whicb an agent or Intermedluy tr k q h f u n e 5 0 u d f u l y l  . 
remiannvd compoundhq [lor rxlmpf% hmh 

permitted to retain parressioa of m a n y  urnual eompoundhq, q u d e  ' 

for period of tlma befort b a m f t m  compoundhq, urd monthly IUI] Lbfiitiba of dbmou f*d#ml 
the monry to hir or her ptincipd ir wm~uldlnll* lo fmdUtata 4 ~ ~ U a d m  mla dal(*, 'fhr dd-, altrmatr .nd loWtIm Fedetd mtmr .n tb 
keated a8 r loan for purpose8 oflecdc* of thla atcuon lo loam 0h.t than &om nt,bil,hd by ibo Cod,,iow o. 7872 Fw example, r I.*PYW who bwolvhg ~ d a n n u a I  pmpania w*:& 10DthlY b.,,L .4wmt 
enten Into mn aprtment dtb  I b d ~  wmpoundir* T%ua ~ o u u ~ ~ Z ~ U  fa ntm dlnrrnt ram- under whj& the bmkw mky neb- m u d p a  c n t s ~ m a  :, - . r ,  rs8umptloar T ~ D M  tatam - pubhhmd pones~ion of ibe pratedr &om sornpounG of intmmst o v r  tk .nh .b *, 
of the trxpryu'r property In-& l i f m  dthe lolawitl w tha 8 Ucrbh b,h 3 stcurititr issued by h e  taxpayer) far r Fed~r l l  n t t a  b a s 4  on 
per iodof t imemnduae#oth .~cr tr th~~~  w r n p o u n ~ l o ~ n r p r o v l ~ f ~ ~ ' ~  or] Definiriob of remimudpnbd.  
funds (other than for h a  lupwmt'o puutmtly rymtnta or q d  B Fw purprcr of mtlon 7 m f  and tb8 

ficcomt) i a  b e a r d  41 n a k b  loan to rompun irq or- &a qnN. I&& tb. m@flaa-dw* tbm 
thc broker for the period uf Lima thrt thm 1o.n will wr Ihe~rppliii.bk?add ' H ~ . M U ~  ~ h d  q@-8 Impldod b 
broker retrina posrrrrio8 of cb* n t t a  b a d  on quurerly tompwadlnl: -3' E*ltnduywube q on mUY 
pmcetdr. md loam pmvi tor mootbb. 1 m d e n d b q o m I u n r ~ . n  t b e d  

( ~ ] A d v o n c e a ~ r d v ~ ~ ~ o f m o n e y  P@~mt~!aQrmon ~ d m u d  prrJod m t u  thr perid b 
to rn tmployct. o o l e s m ~  or 0th- - the entim Illr of %y thr o w  ~ p o u n ~ o r m  d KW my c a I ~ n d u  yew b~dnnbq oa I* I 
rimilat person to dtfny antieipald appncrblr Frdurt tat- b a d  oa - -  md en* on Demmb~ a 
expenditures b not trtrttd 48 l low f a  monlhly c c m m d i a C  * dmd (3) Dsmond -1 b p . n d  IU 
purpo~cr of rrctios 7W2 if the -wit d tbr mmpoundW pariod w &a p 4 p . a  the uar of r damrad l o w  Ibr 
money advanced Ir rea~cnably Inttmd datrrminn which nl, OF- ~ p p U c ~ b l 8  Faderd rmfr faf I n a d a m d  
calculated not to crcrtd tho ontiel .fed . P P B P ~ ~ . ~ @ .  ~ m d w  fm, pcrjod flmu y 1 through June sQ w I* 
expndifun and Idr.au paymnr~t. o~ compoundiry d lnbnmt at I &ugh De- n1.b &a hwr .L 
money Ir rnadcon r dry dihh o & a  btrrrrlm [..I., drily. wrrlJy.bb [A) The Ftderrl rlrtuloy ~ b o r b t m  
msaonrb]t period 01 timm of tha dar*th.t monthly1 may uw th*  pliable Ftdmd mta in affecl for tha rrd-ud plod: 
B e  anticipated txpcndltm will k mter ubliahed by the Commir8h.r or 

pa &a rbortemi tom undinl. inwmd.  An advanu  P &,w ofmolu). b . J  S IB) Tba r p d  mtr for demand lor- 
agoinat artncr'a diaidxtdve r h  d ~ f i o d  a r t  I o n W  &- . d~~ d dcruibad in parqmph (b)[SXii] d lbir 
i n s o m  J~JI I, mated 1. ~ h m  m- &a m m ~ m d h  *hod R * w * ~  d m  

taan tor purportm of =tion iWZ 
P d. ~ ~ f i b d  h IJIM(AMI )(UI II UOi h t a n d  p m d d d  or OvU " ( (~1  S {d nb /& &d- 

lo= nus, lo- r- I*-- a F , a K + +  fa demmd 1- * , drPy at wrcHy paymmntr ar - 

# 1.747f-# h W t h  d compoundhq of inlens! may W th. [A) For tho wmlraond pdd In 
k.nr mppllcrblm Fderd n ta  b a d  which &a loan L iba d t w t r  

(, 1 m rm doa M mondy w r n p u n d ~  k.ru.prndW- Fadd mb~**'- wM 
imputt intcmmt on term which r* ult. tot bi-mmWy paymenu . - - 

o a t b t d ~ y t h , I n m t m r d c d  - 
thepaynuntofiniem~.Ith.*pp~~bh m m p o u n d h # o f i n t m d w i l l ~ r b .  @) Far mfb mdwqurnt btdamtul 
Fedcn] trim. W wftion definer thr. rpplicrblm Fmded mtrm b r u d  am;.- pldd ia which tbm l w  I# ourrtdias 
rpplicrbl~ Feden1 nir ~d prwld# qudrrly ~mpamdiry:  *& thm dtrrarta Fdmd rborl-tam nta ' 

mlem tor dttednirq whalhw - hltrrnrtlvrly. t u p r y e n  m y  amputm. t a S ~ t  lw h a  ikrt moo& d 
i n t e r e a t - b t m  loan pmvideu muilldent md urm lnrrrerl -tam ohm tbaa Ib- tbrt memla~ud m o d  u.k, !tam W 

intcmrt to r v ~ i d  chrrificrtron u publirhod by tbr Commi.lbw 0- b b b  
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:or r special rde h u h  hl la  lor M 
v~riable Intereat reto demand b u m ,  
parqrrph ( c ] ( t ]  of thtr r d o a  

{4] Term Iwnr. la tbm urn of r ttm 
lo= including 8 gih trrm loan or r tern 
loan thmi b tnmttd rr demand lorn rr 
pmvidtd lo # l.Yw%f ~(rl(3l. tka 
~ppliuble F e d d  ntr b thr loww of: 

(I)  Tbe Federd rtrhtoy rmtm for 
3f tbef term in effect on tbt dry the loan 
ir made: w 

{ii) Tbe dtcrnata Federal mte for 
lornr of that term in tfftct on thr day 
the I ~ a n  11 mmdr. 

151 h n r  conditioned on fitun , 

rerviccs. H the cast  of a term loan that 
b mated ma m demsnd 10- 11 ppmvided 
ln ( 1.7872-10(m)[S), oa the datr tha 
wndiUon.to preform rubrtantfd 
mervicrm la removed at lap8c8, the . 
demand IOU i~ b a t e d  88 terminated 
md r new term loan ir w e a t d .  Tb. 
applicable rcderd rate for the new term 
lona b the lower of the following: 

(I) Tbt rpplicabb F t d e r d  nta Ln 
cUtct on th* dry tbc original loan war 
mnda w 

(ii} Tbt rppllmble Frdtrd mt8 la 
tact on the day tho condjtloo lrpnr m 
b rtmoved 

[a] P e r i d  befom J m u q  I. I= For 
t t r m l o a m m r d r a n d d t r n r a d l ~ ~  :. 
outatanding  net Junt b I= md 
before Ianury 1, rw, h a  mppliublr 
Federal rate under f b f y r ) ( Z )  b 
a8 rouow* 

{i] 10.25 percent, compounded 
4nnd)s 

jii) 10.a percent ~ompundrd.  . 
semiannually: 

(iii] O.M percent compoundd 
qurfierly: md 

(iv 080ptrccnt, campounded 
.on$; 

[c] &n. having rufficient ,hUd -- . ' 
in QrrrL--(I In genemi k t l w  7 m .  
dorm no! apply to any loan whlcb bar -.- -. 
rumdent rtatcd h b r t r t  A !om ham- f , > .  

rfi~cicnt mtated hterr r t  U B  prnvldam 
for Inrtrert on b e  oulafmdiry ban 
balance 4t 4 rrtt no lowat than tb, ', 
rppliublr Federal n t m  based on r - 

wmpoundkq priod rppropdata fw h! 
1o.n Sew puapapb @HI) d thir M a n :  
for m deruipdoo of rppmpdmlr , -  

compaundlng periodr. 9 8  8 19W%11(8) 
for rule1 rektiq to walvrr of bt.mt. 

(21 %f.4 harbor for demand 1- lf 
the iaterert rate on A dtmand l o l a  L 
c b r n g d  eIrhtr undrr Lbn t a m  d tha 
original loan mgrt t m m f  ff 
rub~cqumntl Ihr l o w  d k mrtd 41 
m new 10.. pvpw of dmir.mlnby: 
h e  rppliubtr Fsdard mtr Iw &at 
T h u  tha lorn wlP brvr adlIdrar rhud 
Intenat for tbo mmrlndu of l b w  
wmiannuaI: ptrid to l lom #ueb 
change a? interc8l tr!8 fl the a m  
h f t r t s t  rate I s  nok ltmr &&a thr l a w u  d 

ha Fedrrd ~tahtoy ahart-trrm raw k 
t f f e t  for the semi.nnud petid w t h m  
dtcmrtr Federal rborl-term nu in 
affect oo tba day the new inturrt ntm 
t d m m  

[SJ f iompler .  Tbe pmviaioar 01 thfr 
q a p b  [e) m y  bs itlurfratsd by thr 

K O w k i  *..mplrr. 
f i m p k ( 1 ~ m h m m k r L l D b C A  ' 

mJta a n00.W b y a u  #I ierm lola to L 
qui-  SO btrmrl pqm#nlr of $S.axl each 
payablm on May fi urd Hovcmbm M of u c b  
yeu tho lorn fr orrtrtMdh#. S iau  ihm 1- 
rrquirrm umiulilud blvrrl p p m b  tb. 
~ppmpriat* mmpunduy mrrumptiw kn 
~ m i p n n u d  cornpun* Fw urn 1- 
madl d* rhe rppl 'ub4  F d d n t r  
b r ~ d  on ~ m l l ~ l u l  Eom m* b 10 

nt mr 1o.n b aai E~nw.-*t 1- CUM 1, pmvidem fw btmmt h+ a r ? ~  d 10 
prcent p.yabIm wd-. 

Eromple (2j hrmumr th. u m a  f o c b  u b ' ,  

Exarnpln (I& oxupt Ibrt tbe h qUL.lI 
m u d  b t e m l  prymmh o f f i Q m  m u b ,  
ryablr on N a \ . t m h  of arch y 4 u  rb. 
Lu in o u t r l u d l r ~  tba r r q h  
m u d  intenmi prymatr.  tbr rpproqdmb 

' 

wmpoundlq mrrumptiua Ln mud 
w m p o u n w  n r  loan L I klow-ukm 
1- k u u r a ,  drbougb t n t m g t  ir r t a td  rt w 
rr tv  of 10 pcraat. r nl tbat nB.cPI 
umimmurl wmponndiq ir noi rppmprlrta 
tw 4 ban witb m u d  pymmtr - . 

& m p h  (SJ A- tha - fletr ;I b 
trampk [ZJ. n#pl lbri thr I- m q u h  I. 
w u d  p a p t o l l  d#lW N& p y n b h  rn 
Hoummkr # of m a d  y a u  tbt tho lorn ir ' 

Outrtmdiq. S m u  h brm w u h r  wlul 
lalre4l pr@tnU tbt appmmtm - 

w m p o u n d ~  mw~umption b a n d  + 

wmpoundLq. Fa ium lmnn made -- 
1- rbr applfubla F d d  n t r b a d  rn . 
rarrual mmpcundiq L 10- p r m f  T h  
f a  L not I blow-mulmt 1- kut lw H 
ptovldca fw htcrrat at 4 nil of faPS 
compoundad urnudy. 

(4) rbl  W f l C h  48 b ' 
EsrmpIm Ill,  rsupt b a t  thm I- q u i m  13D' 
monthly hlmrl  prymrvb oS&llW m m e b  
pryoblr on tbt lrrt u l c n d u  day o f o n b  
manth thr? t h m  1- !I mtrturdln, tb 
tola n g d m  mnath)y IatrrrH p p m b  II* 
oppmpdnto cornpun D b : . 
~ t h l y  w m p o u o m  2 r Imm in n d  4 
klm-mukrllotn k a u v  11 ngPL.I . 
monthly prymmnlm o l  iairrrrt b m d  m r ntm 
d S.R p r u n t  tb tpplrublr F d a d  mtm d 
htmnmt bawd m monthly wmpun- 

fiomplr (SJ 111 A mJmr 4 damand l o u  h 
b a r ~ ~ B . m A p r l l t 1 ~ I h . l ~ ~ u i m  
quharly  hf8mlt prymmtr dua m i  th. d ff 
or& d t n d u  pn- a4 r rota d 10 
A ~ u a a r b a ~ ~ A p r l l i , t ~ h F l d m l -  - 
mbrutorr dm-trm n h  h r d ~ l  (L a - -  

& m d i i  of A h prerok - m M  P q u ~ t r l p .  Tba n s m  h &of o b l o w - m u k d  
I ~ f m r I h ~ p v ~ o d A p r l l ~ l w b r b m * ~  
m 110Y 

( U l ~ ~ h l P B J u l y % 1 p s a t b F d m I  
rtatuioty ~ h o n - m  r m ~  la eff- Ir 11 
p r r w n ~  mmpoundd q u u ~ d p ,  d th - - 
r l ~ t m r t m  Frdtrrl rhort.rm nia in m i l a c t  for 
ha monrb d fu l l  Iu 1- pvcraL 

lulr 1 thtmgb-kr¶Lisw - 
~ l i i l A r u a v t h 4 t o A ~ t U A  

h r r a t b r  h t e m t r 8 t m a t b r b r a w U a .  
p v u n ~ r n t o q d l a t b r l ~ b ? . d r r l  
.rbort-term n h  la dd tor I*. W 
ammu. thrt rbr dtmrrut. Fmderrl u- 
mte rub~qucnrly d-am w tb.1 Neb ntr 
ID tSEt for th. month of A u p l  h a m  to 
10 p r m t  On Augurt L l= A lowm tba 
itmmat nb om thfr lorn to 10 wd dola lrot 
cbaqt tbrt rrtr Iw thr mmahdr of the 
rc~4nnu.l pad& Tb* loan bar lumcimt 
ltlisd iatln!¶l and wfll mi b. 8 mow 
mukai  lorn tor &a nmiannud prid 
wq on luly t 1- Ivan U Lbm m l t u r u t ~  
P d a d  rate b mnlw tbln 10 mrccnt fw  an^ 

[dl Sod pann& Thr dal tar 
determining whether r tam bra . 
muehdcnt ntated luterest dm apply to 
*bod periods (rg, r padod tbmt l a  
#h0* th*n t b l  h t e t ~ d  bchv8m 
internst prymcntr w Intem8t 

under the 1010 whjcb mmy 
oceur cornporn? 41 Lht giuniug or tnd of II 
1-1. For m eid w m p u t . t l 4  d m  
and @x*pl*a nhtiq to Apt mod.. 
#I J 1.747%lk 
- [a) VMahla mrrr of intertat+i] In 
gene& If r lorn rapuifcr paymanta d 
Interenl dcu l rhd  81 r rmir dlatenrt 
baled in wbolm or L pul an an 

' ob actha iadnt a combhdm ad 
' ia d( ctn dmnrkrt  inttrtrt mte8 (@,& 

prlme ratm. tbo r pbubla Fedud raw, 
the avgnlm d.18 on bwmmat 
~ c m i t i e n  am nneci=d in tbr *I* 
Trtrawy bu nt+ t h m  Tma8wy conrut 
maturity meria or IIBOR Wndoa 
Intcrbmk o E f e d  nte1L thr loin dl k 
h a t e d  am h a m  suflideqt m t l l d  
intcnsl If- 

[I) In the c 8 u  of 8 term k m  rh8 rat. 
b e d  by the hdax or M a 8  i a  ao iowa  
than tb8 rpplluble F e d r d  ntr. u 

. dt iUdI lad  under pmp8ph of 
lhir mcction (81 modified by p m p p b  
(1)(2) oJ thir mctioa). oa (be data th 
10- in mrdc or 

(11) Ia the u w  dm demand lo- tb. 
lntarcnt rite bad b the Index w 
bdictm L no lowm & an rtu mppliubl. 
Fedtrd ntr. rr dclctmined uodrr 
p u w a p b  #a] of thlr r e d m  tw ma& 
memiannu J" prdod ilia1 thrlorpb . 

oulrf law % urppb (m)(PMZ) ad 
thin -om L, nSer nh lo w ~ b *  
tnbmt rat. dtmmd I w u  "$ in- 
mter of whlch .n U d  lo h rppllublm 
Federal mtr 
(21 s M d d ~ r ]  ad* 

tied b thr applicnblr F d d  m a  A 
vviabla nta dtmwd bra dl h 
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treated aa h r v i  ~uiFicienf rtrttd 
interest if, by the term8 of the IOU 
agccmcnt, the iaterert rate crnnai b 
leal than the bwer of the F e d d  
mtstutoy than-term mta ar tbr dttmatr 
Federal hod-tern rate in eflect at Ibr 
binning [or. il tbe ~ t m e q t  ro 
providtl, at the end) ofthe pabmcnl or 
coxpunding period (whichcvrr ir 
shorter). 
pi] ,4pp!icd!e F'cdcmf mte for 

v a h b l e  kte.rsr rote term !eons. For 
pur;rcses of de!ermining tie rppllcabh 
Fadzral ta le ,  K a term lean nqdrar 
payment# or cumround@ of interest 
b a d  cn r variable rate (wihin t h m  
rtlcarJw cf prrspapb ItK1J of thC 
rution]. h e  itnn of the 10~1 shall k 
-r!sd rr bein# equal n h a  longest 
period of time that c x i r t ~  between tbt 
dates that under the lorn rgretmenf 
the interest rate charged on the loan Ir 
required to be rewmputcd [whether w 
not tht  ncoa?utat ih  madtr In r ntr 
Merent h r n  tbe immtdia&ly 
preceding ntr). Thu,  Tot exampla, la 
the case of a 10 y t u  t ~ m  loan that 
charge# htrr rst  at r vsrirblr ratn t q u d  
to r rate 2 point# hbwe t h w  prime m* 
mad hat  m$ui.rrs that thr intend rrtm 
tt adjualrd every 18 rno~Lhl to m n e d  
any riran8cs iu rho prime mta t& 
rpp!icsblr Federrl rrta t dt!m&d 
trr~!tng the loan H b a v i n ~  term p i l l  
ntnrhr nthtr baa i term of 10 ylur 
Accordingly. the mpplicable F e d 4  
ahort.term rmtc rmL!er than the - - : 
rpplicrble Federal Iowttrm r b d  
~ F F ~ Y .  

[J: The pmvision of p q a p b  (eX1) 
o! 5.h bet ion  UUY ba ilfus-tcd rb. 
following t%ampler: . a 

~ o ~ ~ I . ~ I J z ) ~ A  t . ~ m . ~ b  k" &caODlrwBnprya I e w d . m m d ~ s 3 u  
cdtr i~ htrrrri to b. paid w m l r m d y  oo 
kptrmbtr  50 md Moirb 3l d r o c h  y r u  r l m  
raw qua! to tbr rkrmau Fcdmm! dm-trm 
r g t t  %&red on mmimnnual oaaporradinl) 1~ 
hr sonab k! which rhe p r p a a t  Ir mad& Thr 
loan ham n;ll;citat r~mld Mrrrrl 

kemplr  (,;l tb4  MI ~ P I I  u h 
birmplr If] rn:c# Ibrl lhm nctm d a  la 
inramt  at I tau  mqcd lo tkr l e w r  dtb. 
a l l a ~ ~ r t c  F~dr-ml ~horl-1- w Ib. 
atrac,q rrdard M-l tm rrt. (h m d  
UH. b a l d  a uuiwnum: mpundflngl f a  
the monlb b which the pa.-.mt fr  ma&. i& 
loan brr d ~ d b n t  stmtd 

Evcnpk fib An- h HW h~t l  U b 
&anph (2) t~aerpl tL.1 btrreai 11 mputrd  
and ccmpmde-d rl rh. rnd of each mmtb at 
I nu equal o Ou Iawa n l h  d(.m~tm 
h d c d  Iborl-1- n l o  d thr rtmll L f d a d  Ad-lam rrtr [A r r d  uw 
oa mmrhly eompoundw h mRKt 1~ th t  
mmth. A m d  hl8-d h plymbk 
W ! m h ~ U d y  Spiembrt 20 md M d  
of rash y w ,  )oln ha8 d d a a t  r t o t d  
Lntrnrf 

&amptm (+). hmm tho ~ ~ r m   kc^ a i  1D 
t a m p l a  (1) tampi tbrt Lntert~t  ir pry~bla at 

11. a, No. 181 1 Tutaday. August Zd, 
1 

tbr piimu nu dm m a l a  l e n ~ b t i h l l m  
11 tbe time u c b  p v f  k m . l i t  
ntc  ir not IU d t r  which hy itr l r m  ur~nrl 
be lctm than h e  b r a t  of bY at.tumr~~ 
Federal #hen-trm rate of thr r h r r  
Ftdtral ~b~-urm rmtr .7hunlm. tbr lora 
wIU k tested for a d - t  nuid Inkrut ta 
r e d  umi.murl perid ~ d t r  tb nrlrr d 
pr: m p p b  (b)(3) of rht , 

[n Continpent h t e ~ a L  p-4 
# l.tlt24 Typs d klo-d 

[PI In gcnrml. Scctlou 7W2 rppUem 
only lo urldn u t q d e a  of k low-  
market Isar. There utrpoder rra @fl 
loma tompen+rtioa-mlrttd . 
oorporstion-rharchold~ 1-m tax 
avoidan- loana md ctrtmia othrt lour - ciesrifid In thr xqdr t ion l  undw 
rtctim 7U72 a *  dgnMwnt.tu rffrd 
loam (h lorns whore inteent . '* 
orrangcmantr hrvr m,dgnific.nt tffcct 
on u y  Fedtral taxliability of &e bdar 
or the bnnwer.) 

M Gift I m # + , )  b # e n d  Th 
farm ugift Iom" mtinr w hhw- 3 market loan In wblch tho o w  of 
interrml b iu the nmtur* of r 'ftutthla 
the srmniq el Chapter * O f k e  .i 
htemd Rcvrnua Coda [wbtthcr or wt 
Ihe lender ir a n a t d  nmb'.: -*' 

(21 - n rnnu Qt. I fm 6 r p d J  ruler dm tha mppfierS6 d 
r c t l m  7B72 to* lwlu h r r n p h  
fg] of thrr ~tc l ion for d a s  wl nrped 
ta below-mukat ?amn which ur 
indirectly ert loam .: . cay tion-&loud ? H I )  
In #enern A wmptmrtkp.r+latd bm: 
i r  a blow-market l ~ p ? h a t  L -dl la 
connrctlon 4th &a *dm-. 
d m .  dinctly or Indineyr; ."" 
behvce+ 1% 

[fl An am l c y ~ r  md m empluyrrg 
(ti] An lnitptndmfi whda and 

penon for wbbm rucb bdrp'dmt: 
contmctor pmn'der ~ a f c r r .  or 

(iq A plrtatnhlp md r pl*u if tb. 
loan ir mrdr h conrIdmUam fw 
rervlccr prrlormtd by th. putziet r c U j  
olher &an k Mo cmpdty ~r a m a m b n  
QftiUp- , . .- 

Thr Imputed hnrfar (&mount of money 
h a l e d  a8 trmrfcmd] by tbe 1md.r to 
the borrowat is compe~rtloo. F a  
purporea of thir rrcUoa thr tmm "6a 
cortnsction d t b  h a  pdo- d 
rcrvicta" h r  r b m  ram. meanin# u tb 
term ha# for p v  of ChEfCW A 
IOU hd'a q~rliFird prnnion pm211. 
rbdng. w rloclr hnnr  plan to 8 
pnrtidpmt of tha plan ir not o, 
hdimtb, r wmpcn~i trca~rdrtd  b 

(21 b a n  in in rxchan forp 
t r  rem'csr. Ib-pi u prod de 
k ' - ' 

para ~ph(dHz]of hh=d0n(d8- 
to.~mf,i,m.-r.tlo.(..n. 
rmptoytt who h ria r rbuabaldm d 
tb. carporrtlan), a lorn which h rm d* 

par1 in rxchang* for d c e 8  md b 

* 

.W 1 Ropoud Rdea 

@ for otba mrorrr b e m t d  rm a 
armp-8tirn-rrlrtrd lala hr p m n r  
of lcction 7872(c)(3] only II mom ih ZS 
parant of the amaunt loand b 
~ ~ b u t n b l r  to tba p e r f o m  d 
mrvicss.Huptrtent w k  dth. 
amount loaatd Ir a t M h t . b k  to cb 
pdormance of qtrvleh* rh bra t a&- 
lubjact to meetdon TmZ by r r m  d 
kiq eompenrmtion-nkbd lora Tha 
lorn may. however. be subJret to wcnion 
7072 by reraon o i  be@ a Mow-mum- 
loan cburcttriztd otbar thm rr r 
wmpcrrrr tian-slated lora to.&. 
corporation-rbuthaldcr loan or tax 
avoidance Iamb II- 

(i] A loan ir c b u r c l r d  u I 
' c u m p ~ a  tion-dr trd" lolo udar thim 
parornph (cl. 
(ii] tcrr OLln I W  gemen? d I)H 

amount loaned b rttributable to t)n 
p u l w m a n a  of nmcer md 
[fii) The podon of the mount loanrd 

&a! Ir not riMbutrblr h tlu 
patiorman# o l  wrvicta fa not mbject io 
rsction 7a7z then tha amountl ol 
imputed h n ~ f e r  (ID dtllnhd In L7W2- 
i t r ) (2B and imputsd banrfet (4r defined 
in 4 1.7872-I(.)) am d t l d  only. 
with mrptct to that padof thlora 
which t rttribuubk io M of 
the factw d &urnatancam rurroundlng 

emmt and I r  r*latlomhtp 
between I!? I lender and ?ha borrow* 
am taken into account in deiemloiaf 
the nion of th Imn mrda in 
exZmpt f~ &L 

(3) 7%LZd-pdy lend- or WnL A 
below-market Iola by ra mwalattd 
Ihird-puty lendu to ra mmployu L. 
h r i t &  ~mttribuhble lo tl# 
pdonnmcl of setdm if. 1- hie 
rcEarPt mU tba Rctr ~ n d  drmmrr.nech 
rh* trwsctiom L In rubstma r ban by 
tha emplcyu kids with the rid of r 
thlrd-pay ItnCu ~ciinp 8s an qpl nf 
Ihr rmploya. b o n g  tbe fa& md 
~ m ~ t a a a r  which indlc.fr whether 
much r Ioro bar bren mado b wbetba 
&a emplogar bern tb. risk of deb& mt 
a d  immtdirtely .It- tho time tbe lorD 
b mad.. Tbr prinelpl~ of thim 
paragraph (cH9) d ~ o  ap ly withmrpeet * k h ~ - ~ b a  bu & rn ~ a 1 . d  
tbitd-prrtJ ltodu to am ind.pc&t 
wntracta, 

(4) Specid rula jb mnLCnuiw mm 
~aciIitim, Any l 6 . a  t~ m oontlnd 
facility rfU noi k treated rbyzn 
im pul w I compenublun-nlmid bra 

(51 Cn?m-rr/smw. FOP I I 
b t h m  t . ~  of I hlaw-rnubi cE 
a d d  k ehrmetarltbd u bib r 
mmpcnwtimnlnlsd lorn rrrd I 
#rrprmtlon-lhmholk 1- ma 
p m p r p b  (6)tZ) 01 this d a n .  Ssm 
p r n p p b  [s] of tbln ~ta ion  for rule8 
wllb nlpect to brlow-mhet lorn8 
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vhieh ate indirtctly compenra tian. cxamplc, 10 8 malrm a gift w to pay thr ma, ~r two hiow-mut l t  10- r*fil 
elated loanr. cornpenration) b irrrltvlnt in br rr~tnrctumd rr oar klow*m& 

(dl ~orpomtion-rhomholdcrde loans- determining whether 8 ptindpal p~rpote IOU h m  the father t~ fb. - 
1)IngenemI.Ah~ow-marlret1oani~r ofthtinterer!anrngcrncnuoftheI~ 
:orporation-mhmbalder loan if the loan i~ tht rvoldance of Ftdtrd tu i 1.nW bwnptM w 
I made directly ot Indirectly bclwew r 18 Ccnain below-morklt lmns with I m ]  In gene*¶) C;neml nrh. 
;orporr tion and my ihamboIder. of tba rignificunt effect OR tax &ability Exapt pmddrd p-ph (r#fl 
:~rpor~tfon. n a  mount of monty ("cignificant-efect" l m s ~ e ~ a r v e d ~ .  of thir redon. n o W t h r t m a  q . 
rteled 81 tranrfamd by the lender to (81 Ifidimct I m - 4 1 )  in gancd. If r other provlrfan d =lion 4 
he borrower ir r 4rtribution of money below-market Ioan i~ mrdt between two mgulationr thenunda, r s c t l ~  . 
characicfized accordha to hrction 3M . person# rnd, bared OD rU the facta md doer not apply to the lornr brtd  
rr in fie caae of an S corporation, circumstmccr, the efftcl of the 1o.n L paragraph @] of thim atctfon h 
~ection 1388) if the corporation i a  the to makt r or a capital contribution Intereat mmngtmentl do mt haw 
ender. or r contribution to capiial if the or a di~tn'butlon of money fundat rignificant c f f t c i  on the Fuderd tax 
 hareh holder ir tha Icndtr. mectlon 3M or in the cane of m S liability oi the b m w m r  or the lander. 

(21 Specid rule. A below-market corporation, rection I=), or to pay (21 No exemption for h uvoidmu 
om- compcnaetion to r &id perrun - I m r .  lf 8 taxp~yct rmcturaa a 
[i) From ~ublicly held corporation to ("indirccl participant? or ia othtrwlae b ln~ae t ioa  to be lo- d e l d k d  

rn empIoyet of the corporation who ir attributable 10 the mlruonahip O[ th8 - p v a ~ l p b  (b] of thim r+ctloa and one 
~IJO a shareholder owning h d l y  or lender or borrower to the lnW ' t b m p ~ d p a l p ~ r p o m s r o f . ~ m t n r ~  
ndirtctly more than 0.5 prxent of &t puticipant the ban I# rqstucwed 88 b.nwenon &a avoidma 
: p t d  voting power oi c h a r e l  of ltock two or more DUCWUS~VE tj'~low-muk8t Fcdorl tu tbrn &* & m . c w  d b  
!ntitled ID vole ot mom h*n 0.5 pemnt foanr weemtd  losru"] for purporer ob ' rrcher.dtrizd t u  bvold- lmn 
sf the total VIJUI of ~ h a r t a  of 111 other. . rtctjon 7mr an followl: r 6  defined in rbcdon ?W2(c)(1)@& 
:lesser of r tp J or 0.5 trctnt of thm P [I] A deemed bclow-marktt Iorn madm (bl oja*rmphnC. 
: o i a l ' v ~ I ~ e  of aharea o nU elasat8 of by the named lender to the L n M  
flock (including voting stock) of  tha participant; and provided tha followiiy h puupmph tranrrctloxu (I) of u* thh cxrrnpl H a m  
xrparadon; or [ill A dtemtd btlow-mrrket lorn ' born saction 7- 
(ii) Fmm a corpormtio! that in not r . made by the Indhc l  part2cipant to thr- b,,, w ~ c h  mada rvauhbh 

?ublicly held corpormtio~ to m bor~owtt. Sectiun7BfZ b applied by Iba lenda lo 11 ~cnsrd pubk on 
gmployer of the urrpomtion who t drd meparrtely to crch dwmed lorn, H. &, tm .nd Eooatlomd- 
I mharcholder owhiry dimcdy or - - em& deemed loan tr bated ID brvIiy coarb,ant wl* a, I-* , 

iidinctly mo- than S parccnt of tht , the some provi~ioru ar tbr o %'-I& matorn- b o e a s  pn- 
iota] voting power of all clarrtr of r t d  between the ttndet and r b m  bo w i Y . ~  '" 

4 
- (2) Aeeounta OP Wltbbmwable lhuea . 

mtit1.d lo YQU or mom than 5 rsent . I b u r  for t i a m  5 . U  1 fither .aka ma- ~a lu hhrd i. ,dm lllL P" >f rht coral number of rharea o rU  0 t h ~ .  i n t t r t r l - h e  10.- to Ida dn&tmfm':, ,.+ or an in r th t lom to which &on swi 
:!musea of rroek or 5 percent of t b m  f o l d  ! wrpomtion Lhe our b njtnrcturrd n>< ,p lrch at don tb. value of rhanr of rP  clsraer 01 #d . btlow-mmtket lolo born Imthrr to , o 4 n . n  savu ofit. bus-. [including voting ntock] of tbt dlughta  fdtemtd giR loraJ U I ~  r ' 

, , d r r  131 Acqulritlonr of publid7 b d d  prpontion: will be presumed to b. 4 mtcond below-mubet loah h m :  ; *h oblm~on, lo lamoult qwl torporation-shrrcholdrr loan in h ' daughter t~ corporation (deemd 
mbsence of clear mnd convincing thr public t n b  pder at tb tlmr d corponlfon-shurholdr IOU). SlnOdy, acgdlitior 
cvidenee that the lorn ia made whly in - U r oowatlan maker m fntamrt-W ' + '  

f4) b a n 8  made bra h f m  Iamnaw 
ponnection with the perfoman- of - baa to finother m m o n l y  conbaUd , compmy I,, L. *.c~m mHaI). , 
D C M C E ~ .  Tor purples  o i  dtterminiq -- corporatioa. Le loin im rewhshmd a i l 1 '  ordin. - b.lhnr l. h e  pprcentage of direct nnd hdhd ' below-market 1o.s h m  t h m  Iehd* hund d&t 
I~OCL: ownership. the conrtnrcuvr, corporation to &t ~ ~ m m a a  prnat  
pwnrr~hiprulcso l*cct ion97[c]~p 19. c o r p o r a t i o n ~ n d r ~ ~ o n d b e l o w - r n d .  in'lil.hrum~~u~mdtnwhcb R (3) Cmss+rqFcrence. Stt parmgrmp Lg] ban from rhr prnnt corporrllonto tlir I b m  crmh aunandei vrluar m d u, 
DI this section for mltn with r c s p d  to ., bornwiry wrporrtion. wllmttrd for &a I o l n r  
below-mrrkctlo~~which.nin&raetIy ( 2 ) ~ ~ i o l r v l ~ f 0 f i n : ~ m t d ~ 0 r i ~ ~ ~  [ S ) k ' n 8 r u b r ~ d i 2 t d ~ f h r F . d ~  
corpora t ion-~h~r~holdtr  I-ri& lender and bomww u ~ a  ' ' ": State [fndudinl DilMd d 

{el Tax avoidonce I m # .  A UX pcnoa. ruck a, m h&vldua[ mt 'm CO1~bi.h 01 M 4 d p . l  P * = M t  (m 
~uc~idanct  taan ir any klow-m.tkd prfin=nfijp, or ~ r p o r r u o a  rr d U Y  '8enCY MjnrMtntaU th-0- 
the interest rnangtmentr 01 which b th* tranraction and 4 purpoar for D U C ~  W ;' 

t loan onE of ihc principal purposes I= intcrmedivy ot middrmaa In r 1- ' "d which mv8i1rb 

p% 
am ollcnmral apphcath to th. 

mvclidanct 01 Federal tmr with rc~ptct to In to mvoid tbr mpplicrtlon of '' Pu a 
either the brrowtt  or thr Irnder, w ~ 8 7 Z ( ~ ) ( i )  (A]. IB). or LC), tb. 

* I  (8) Empl8yct.ml~tlon lolnr that 

both. For purpose1 of hi# ruk t u  bftrmrdiry 4 b. @d me*! the nquhmenb 0f puwrf i  - 
rvoidaneriarprincipdpurpo~*dth. Iomnwi l lb~rfrdrrmrdedlr tcdf  bl(l)dtMlm*m 
intcrtlt rman emtnb fi A principml bttwr en rhm lender and rhm borm-i- ' ' tfl oblig~trms the a 
frctor in ibt &riaion to stnxture th. nu,, for uxnrnpla, u .f\fi*r I d. h ,. . IJ a d u d d  
ttan~action rg below-market loan rnrnpr lhcir btlow-mar at IOU - auction 1- 
(rather than far ~ x r m p l r .  1s r market tr~nrrctiom by having the f h r r  mah a [I] O b b ~ l l o d  orthe Udtrd 8htn 
inlttrli  rate loan and 8 payment by h a  btlow-marlet loan to the Iathet'r govtmmmnt ~d 
lender 10 the bomwrtr) ir to d u r n  the rrtntrrhip. l o l ~ o w d  b a r - 4  J (9) Lomm to I cbuttrblt dfabmn 
Federal 1 8 ~  liability 01 tha bomwrr  ar &lor-muLet lorn [wi  aubmt.aUdy ( d r n d b d  h m d a  lrnl~]zI If 
h e  lender or both. The purpore for - Identical ttnnr and condftionn rr thm . 11 no tlme d w  the turbh y r u  
entering into tht tranrnction [for first lorn) mrdr by (br pmrtnenhip to tbu rggcgrte wtmtandfng mme* of 
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Ioanr by the lender to dl much 
organization4 exceed Slam 

(101 Laam made to or fmm r tort@ 
pemon that meet tbr nquirementr d 
paragraph (c ) (Z]  olthh recdon: . 

(11) Inanl made by p-nmte 
foundation or otbcr organfutlom 
desuibtd io d o n  lmtl. tb* p m  
purpurr of which Is to accornpU8b o m  
or mort of the purpuaa dcam'bcd in 
lection 1~c)(21@I31: 

(12) brnm made prior to Jdy t 1- 
to Be extent excepted h r n  tho, 
application of section ~2 fa thr b 
month [or lon~tr ]  perid r e f e d  to h 
11.4&!-f(r#3k 

(131 for pen& prior to l d y  t 1- 
a11 money-wdt ier .  u.d pmpam 
received by a f u h a  w d u i o a  
rncnhant or by r clearing oganiutiw 
(11 to marsin rrantpc ot M M  - 
contrmctr for R: lure deIivmy w or ' 
rubjeet 10 the rule* of r q n a M d  boud 
or exchangt ( ra  dtfmed Ia - 

'12SBlg](7)L or (31 to purcha-. 
guarantet or stcum opHanr contract# 
traded on or aubjcd to rh. d m  d 
qualified board or exchnge. and rll 
money rcvuing lo account hddon  a i  
tbr mmult of rucb fum ~d ~ p t i o z ~  
coniraetr: 

{Id] h r  whtrr the t u p y w  uo 
rhaw that the below m d a t   DM : 

arrangements have no ai@fiClol d?d 
on any Federal tax liabiliw o f h  It& 
or the borrowu, ma de&hd ia 
paragraph [c)[3) of thifi m h ~  rad .. 
[lS] Lorna, d e d b c d  io mvcnw , 

d i n g  or revenue p m d u n r  fmd 
under ~ t i m  7 W a ] ( l ) ( C I  iC th. 
C~mmiasiona rmdr hat  h 
jurtifying an taemptioo for surh b m ~  
r r r  nuficicntly rimilar to Lbr lncfon' 
juaiifying tht txemptionr contained 6 

- - -  - 

to an cmployet. Gbcrt rucb 1- L 
rtcwed by 4 morlgagt on the 
principal temidcnu (wi~bia tbm rnr- 
of mtction a 7  and tbr w l d o n r  

' 

thereunder] ot the empIoyn. r c  u h d  fn 
conneciion with &e -fmr of &t , 

trnployee to r new prindprl p l rb  of 
work (which merts the rrquinmtntr h 
acction Zlf(cJ snd Lbr ;dubno- ' there under^ the lo- rv br 
from mccdon 7872 if rbc foUo* 
condition* am rr tirff d 

[A] Tbe loan la r demand loma or hr 
tcim lorn the bentit4 of tht httrmt 
aman rmtnb of whicb rH not P irans.t-bI. by the omplo)-ce rnd *n 
conditioned on tbr htw 
ol~uba!antlal wrvlcrr by tbr tmployn: 
(B] The employee &fir# to thr 

employer that tlr ernplope rrammbb 
exprctr ro be rntitkd to mnd will iredm 

d e d u c k  for e d  zcu tbr 1- Ir 
outrturdhg lad 

ICJ ih loaa rgmmmt d m  tbrt 
t h . 1 - p m d  b. date 
purchart thr n m  mcipll midena of 
thfi employn. 

(ii) En'@ 1- h &a mw d r  
tlo~-rrla tcd 10411 to an Z;&~N& I, not d e s d b d  h - - 

p a n  ph (c)(l)[l] of thi8 r d m  d 
r& used to purchau a m  
principd  siden nu (wlthtp tbr melnisf 
of redon at and tb8 mgdrdam 
tbenun&r) d & e  employee rcquk+dla . 
mmectloa with tbr truuier of that 
tmpluyet lo new prtndpd p h a  of 
work (which meets thr mqulrmenta h 
wctioa n7fc]  md the 
thereunder), the loso **Om h w m p t  
horn wctioa m2 1J t q e . f i U o w  .. 
eondidom an rat iadd 

(A) Tbo eondttopl w n W  In 
p . f i w ~ ~ h  IcJO1Ijl(AL PL 4 (Q d 
thir wctioa: 

(B] Thr ban a p e m e n t  p r o v l b  tht 
the lorn L pmyrbtr in hrll wiihin 15 dry 
after tbr dr t .  of tbr sde of th .. .: - 
employmo'n immedrtaly femur 
principal msMeocw 

'C' wf 
rt. p r h i p l  -&t d 

dl OUtstAndlng orm d d M  In thk. 
parrppb (c)(lWB) lo la employ- ir ~ro 
ptatar than thr arnployu!m -bL 
tshatm of tb6 mount  dtha q d t y  d 
the .tmp!cyaw and tbc employta'm #pour* 
h thr amptoysl'r knmdatrly I- 
principal mi- d . . - -:: 

ID) Tbr cmpIoyca'r irpmsdi.tely 
former ?rind d msidener la & - 
convened to L l n e u  or hvtatxn.nt - 

(2) &low-mork~t Iwnr in&' 
fomiw mom+) kstlo. m i  
not ipprio ~ a r . m u t m t  loan (otim 
&la r compnssdon-datrd loln rn 8;; 
mrporntio~sburbol&? to ln  w b m  tb. 
b o m w s  b 8 mhnholdar that Ir nut C 
~~rpormtlon mm &find i rrctloo 
trm[.nr)] U tha lmdsr ir a 1w.m 
panon m d  tb8 b o r m w ~  !S UA'' 
pdnoa, unltsa tha btartml inaim 
h p u t d  to Lho fmfgn lendsr [ w l h t  

urd to thh p u l p p h )  r o d  k 
3 a c t l n 1 y  w m e c t d  riL ~ h .  
of 4 U.S bad. or buslntsm wlthh Lb. 
mr.nItq of d o n  W { e )  a d  tb. 
regulations hraurder md wt exempt 
born U.S. heow taxruoa unda rat- 
rpplfcabh tncomm tmx - - + 

(IIJ -on 7 ~ 2  r h d  not 
blow-market loan wbttr  botb 
lmdtr and the bormwa m fottJrs 
perrow d e n s  t h m  interrrt W- 
imputed 10 tha lender (witbout rn 
t M r  purprpb]  wodd k d d w  . t comtcfedrrlththmmdudafrU. - 
h d a  or buninenr within the mtrnhq of 
mtfon W ( c )  rnd the rrlrJ8donr 
thereunder and not exempt h m  U.S. 

bmmr b a t h  d s r  m rpplabh 
k m r  tax h a w .  

MFmpurpomdthh- tb  
t m W a r r i @ p c n ~ " ~ ~ p m m  
Lbrt Ir not a U3. 

(31 Loan* nmthout h 
~ W b a t h e r r h d l b  - 
~ i d t n d . t a  b, 4 lorn th. bbmd 
urangementr of wUcb bm a 
r i@uat~badonuyFsdnr l tu - ,  
liability of ?ha Imdm a tho bo- 
wUlkdrtsrmInsdrcarrdfnltodmf 
thr faeta r a d  m- Among tbt 
facian to k wnaidemd - 

(1) Wbrcbuitemr dfucomr nad 
deduction generated by h a  lam off~at 
uch o h  

[ii] fhr amount of rueb it- 
(iii]Ih cost totha t 8 q a y u d  

com?#lq rllh iha prohiom d & 
7 a a  mch - rwn 4pplis4 4 4  

(h) An# n a - h ~  n.WM f~ 
to I ~ E ~ V *  tb4 bumCtjon u m kl- 
mulut 10.8 mrbw &am r loan rrlth. 
htcm8t I t  ~ t t  E q d  to Or FA- h 
tbr apphubt A d d  rat. rPd r 
prymeat by tba 1end.r-lo t h m  born* 
f 1.71724 l h h q  md unovlr d 
hoonnwlmwMOmwnd-  

,- 

(81 h &ed QbCtlm 7gTp(8f d th 
provtrio- of tht mdoa govmm th 

-Y md tbr amount d tbr Impaid 
truu u by tbr l-&r to tha k w a  
d tba h u t  J intarert payment b tb. 
bo~~~bLb.bdUhtb.U88 d • 
blow-markmt damlad lo- %dm 
? m a ]  md thir arctroa a h  povrm tb 

3 4d BI mount-of th. Lmpotrd 
w by tbr lendrr to thm b w m  

md rbr imputed (atarest pymenl by dm 
b m w a r  to the Ianda  born iaoom tax 
purport8 im tha m u  of tsrm &ih h n a  
(!%a r*ctlon 787ZlbL 787~(d)lZ1, lad 
1 l.fWZ-7 tot ruler 
md t h m  mwnt of Ph-' imputed mud- 
b !be I t d m  to t b m  bwrmww In thm m u  
oltrm fo, tu p-1 
*ti- tart[d](r]  an gn 4 1.- ltmlt 
Ihe &mount d tbr tmputtd Iatemst 

. p e n t  with mrpea to cutah #t 
Po- !h ( 1-Zq"l rw d" ror 
dirthguimbiq d e m d  loma Irom t a m  
ban& Sn 1.7w2-1m for 8psd . l  d w  
govanrIn#huiirrpryrbfiiafot.ia , 
currency. whlcb apply notwlthjtradiql 
m y  eontruy d r r  mt to& ia thh. 
uctim 

Bl r h  d-lbganrrPLA 
firrpt aa othtnviar provldd i 
p u 4 v 9 h  (bJ (31, (4L *ad fS1 
h o a  !he toqona lnterrrt (u &M 
In meuon tsn(e)(z)  md p.rrpph [el mf 
Ihia reaion) rttrihtrbh to pcdodm 
d d n  m y  c a l e n d u y e u t  I n a k d u  1 tnnj.ened by tb. h n d u  to tbm 
borrower (and mtranrftmd by tb* 
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m w t r  to h e  lender] on Dccembcr 31 [ Z )  Any intenit payable an the lora t r a d e r  md tbe yield to mrturIty ir ha 
that calendar year and shall bt properly aIlocablt to that yeat. appIicabla Ftdsrrl rat* 
atEd for PurPo3e8 in a muvlw The amount of foregone interest b w) f i~mpls .  The pr~vi*io&# d abia 
n~iatent with the trxpaysr'~  nlethod of cumputcd for c a d  day'during IJI~ period p a m p p h  I11(3) may k iuuhtad by counting. for which ntction 7812(s) mpplics to the tba foBowiq -ample. 
:21 fiample. Pmrawpph (b)(l] ~ f t h i l  luan end i w  tremted am trsnniemd and 
:tion may bm illuatrabd by tbt h u m p h .  (I) On fur 1 0 . 1 ~  t 

retranrftmd on the data specified in ws,m to B,, ia a d  tQm 
lowing cxsmpk. pnragrrph (b] of thi8 ~ection. Iharrholdu,  tor fiva ytum fa each- tor - 

SS.m nola harirg In- mt m Way- ''unpl*' On '' '- ( (.?an-7 mk( l* MM~ .( bun. *.( Lb. - rh 
K I . ~  in!tnat.lm dtmand lorn to F. mn wmrctlon bhr-.l - 
ploytr of E Thr loan mmrinm outs!mnding k.m 111 pmymcntl Ihai B mwt mrkm to L ir Sutxm 
the entin I= txlcr.dar year. E h r r ~  Thil lola i m  r ~ o r p o r m t i m r h ~ r t h o ~  t.m 
mble year endina Scplernbar Jff P is (a) IE -1. T h i n  laction i v e m  loan mdu mtion 7872(c#lHC). Aocordingly. 
cndmt year trxpnyer. For the imputed the Federal income tar corutgurnua of thm mount of !ha hpuiod ~mnrim b I. to 8 
nprnraiion payment and the imputd  h l ~ ~ - m a r l i e t  term loan& 0th~ 1' d t t t m . d  undw b a  prai~iorv J-tlon 
am11 payment ( r r  mmputrd undtr tern 10~31 01 term 101- waled ra mz(b1. 

(iO Oa junr 10.10s(. L Ir trartd I S  '4n.ph ofthi# an ma'd demand loan, under tha provisitma of hnrLdry S.m Yl,mO 
d* on k e r n b a r  31. 8 1-78'2-1o(~)l5l~ to which 7&72 I.moml band) o m  ~ 2 -  ipMnl - - 
3) Gifi /mnz berwpu! n o d  ~ F I J ~ ~ S .  It ?Iw 8oVerm tha ftdard %ft . d all plymmb]], .cmrdrner d& 
sons. In the case'of gift Ioam directly tax conrrqutnctu of below-marketgilt ? w q b ~ ~ & t h i ,  impukd trandw 18 -,tad 
tween natural pcnons within the - term loanr S e  i 1J872-fl(r) for ~pmcid : a contribution to B'r upit.1 by L h  mmount 
,rning of l , f & 7 ~ 4 ( a ] ( 2 ) .  ray b.puttd rulem whidagovun Josnr~rtpayrblt la eqwl to tbr imputed traasieru treated u 
nJtt  and any imputed intamat fortian currency and whicb apply . oridad inrw dirtovnt This original tmua 
pent  to which this section rpplltr notwithstanding any contray d e a  rat d i ~ . c u n t  is additfen to the S m  (=,- 

ring the bomwsr'm taxable year IS forb in lh ia  aactioa h ntrtad rtdtmptjm pin Icsm W~.CW, dm 
rltd tor h t b  the lender and ha  ('1 r h i ~ a n d m o r r n r o f ~ f ~ t  +' .blur O & e ~ H d m t n m i n e d u n d m l n m e ~ ~ l ~ h  pdw) of or-ml Insum dicewnt 
rower. rr occurring on the Isat day of fmm Iender to bornwar. In thr u r r  of . , ,,dt h, I,,, I, ,,,d ,, &* a ,,,, 
"borrower's t u x ~ b ~ t  year. lerm loaria to whirh lhio ltction .ppliea. of l,rm of or4~nd t,lu, &-t 
41 Drorh. ljqujdotion Or terminorion ' . , tht bmount of th8 imputed buufu by 
b m w t r .  If the bormwar dies [ia tha the Itndw to rhu borrow.e+ . (4) Amount lwnsd. Tb8 tarm "mount 
le of r b o m r r e t  who im r nrtw.1 . . (i] I, trr.td ttanafmd at loaned" means the amount mceirnd by 
won] or i m  lig~idrtcd O? o t h t r * ~  . the 1-o j l  i. b.4 tu fb' bornwet Idettmhtd without - 

m i n a t d  (in tht a r e  of* bommt purptlmea in r rn-cr conairhat dl. .. 'WZJ. h e  fi 1387s 
ler than I nsturd penonl. -9 : ~ e t a * p . y u ' ~ m c & ~ o f ~ ~ u n t ~ .  , ' 2 1 ~ 1 1 3 I f ~ L h r t n ~ ~ ~ n t o f t h e ~ ~ f a r  
puled emafet and any imputtd .... , md .. . of Ibm ban proc*adr to the b m a r  in 
tnmt paymefit arising d d q  the {ill 11 equal lo the rllCtl8 of- '" Inrtrllments or uubJhCt to draw-down 

. (A) ~ h r  amaunt leaned (rr defined in ' m'M*ona ' ' mwcr'm final taxable y t u  um 
rted. lor both the lender and thr pwapaph [a)(4] of. thir =don); w.t: . .& (51 h a r n l  wlue. The Pmlent vmlua of 
m w e t  rm occurring on the hd day of (a! 13r present v r~~m~~? ,de tc rmhm&a '1 f " ~ m ~ n ~  am Wdmd to 
borrower's b.1 taxable yeat- p~ragreph (aJ(S] of thfa i e c  tioa md m'd' under ~ro~iaiona 01 lola 
S) Repoymmt of loon. Xf r baisw- . 1 1.7~:-14) of mU paymantJ wmch .n ' f  '"t"t i b  compted r'a of the date 
~ k e t  loan ir repaid, m y  im~uttd r c q u f ~ d  lo be madl  under the t a m  d fa made (of- if Iatlr. 81 of h' 
n ~ f e t  and any imputed httn8l &c 1o.n =meat, whetfur rxp- ar. .day loin f h t   om^^ subject to th. 
p e n t  arising during the bmwct '8  " implied. , pmvidonm of rtcnon fm?). T h m  d r ~ o ~ n t  
. ~ b ~ e y e u n ~ h i c b i n d u d ~ t h a d ~ t r ~ f  [ ~ C ~ ; t ~ ~ ~ - ~ . I n h u n ~ o l ~ g i i L - ~ ' ~ f o ~ ~ ~ ~ ~ ~ ~ n ~ ~ a ~ u ~ c ~ ~ P ~ ~ ~ ~ ~ ~ ~ ~  
aymrnti,trrrird.f~b~ththeIandrt, t e n n l ~ ~ t h ~ d ~ o f p m r q m p b j r ~ i ) - - ~ ~  **rppuubbFederalratgamdtfinedb 
j t)le borrower, ra o c m  oa tbr . -at th:r aectlon rppb for g l i t - tu  - :. . .. 1 1-?872-3fi1 in tfltct on tbm day 

the Imn i a  nprid on?y. F~~ gmw h. .. . which loan fa mod* For dn 
el Amount of ~ronafet. h the U# d t income tmx come qucncl8 of dh talplw 8ovemfq the computmtfoR dprramt 
ow-market 1o.n to which ntction 78?Z loanr, H+ 1 l.787M: , . . . mlur. let 4 1.70::-14. Scr r!w El*om?b 
rlita and which b r demtnd 1- (3) Treatment of mount rgud to ($) h l 1.787Z-S(b)(S). 

:luding r term loan that ir b a t e d  r a  biputrd banmftr rr orifid imw- . (a) Barin. In Lh* ua* of r Irrm lorn 
tmrnd lorn 40 provided b d t  I neml. k r y  bdow* %: 

tbr Iendtr'o banim In the aota r r u i v d  La 
.78?2-10(.)(5]] or a g1fl turn 10.a  tbr market loaa to w ch p a r q a g h  [ r ] [ l ]  d m*chnq* l e n f i l  money q u d  to 
igonc intercat (as wmpuitd  dm tbb rution rp #cr rhdl br mrt*d u ~ r t g e n i  ymlum of P8~m-h *rm 
prcrvi~iona of fi 1.7mZ-14 dL bmviry ari nu= d[.cowt in .a. rra re ,uircd to be madm under the term8 
p t d  to the loan im tnr td  rr amount equal to tbm amount of ha of tha 1 orn agreamtnt, wbatba uprrsa 
nnftmad by I e  lcndrt to thr imputed bunafar datermined unda w I m p l i d  with rdiumtmtntr u 
row- md mtranrfemd as hhnrt p r r r p a  b [a){l of thim wctioa. Thi8 provided for -don 1272(d#PE 
the bornwar to thr hndu. impuieBorilin.l iamua dtcount is  im b) ~ p c / . l d .  IW ~h. * a h  
nrtrHy. for m y  ultndu y c u  tbr r ddition 10 m y  olbw orighaf fmru* r .pmvi#ion8+1) h pn#ml. Il u r 
m " l o n p o n ~ k t a n r t n ~ ~ ~ h  , . " d i ~ c o u n t o n t h r l ~ ( d m t r & d . .  of thr appbu tion d the dr minr'mlr 
zrm oi- wi~hout r t p r d  to wction 7U74h)m thjl,, foviojonl of wmction 787ae](2) ar (91. r 
I) The dintarad that would proprph]. For--man of applyhl $fin b e m a  mubiwi 1. a~tim I W I  d 
rw been paymblr in thrt yew U -ton 1272 to • loan d e c v i b d  in thir thia rution on r day ahmr thr dry on 
rmrt hrd rcftued rt &a rpp lhbb  prfaprph thr Imnw prlu #hall k which tbc loan ir mad.. rbt rovidonr 

- * 
: OYW i 

I lord rrtr [ma d e h r m h d  in &,11WZ- berted 48 e ud !a th. rtrted princid;: of &a nlctioa 8ener.U~ WPp Y lo the 
ndbmd by t amount of the impuld 1-n u if thr lorn w e n  mrda on that 
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Iuler day. The applicable Federal rrie 
applied to this loan (includin~ for 
purposes of cornputin# the prpsent value 
of the toan). however. ir the applicable 
Federal rate (88 defined in $ 1.7872-a@)) 
in effect on the day on which the loan ir 
f in t  made. The prercnt V ~ W  
computation described in pmragrrph 
[e)( l )[ i ](B] ot this section i# made as d -  
 he day on which section 7872 and thim 
section fimt apply 10 the loan. For 
purporca ot making !his computation. 
the tern of the loan is equal to the 
period beginning on the d r y  that section 
78:2 f i rst  applier 10 the loan and ending 
on the day on which the laan is !o be 
repaid according to the loan agreement. 
Any pryments payable according to the 
loan agrrtment before the day oa whicb 
scction 7672 and ~ h i r  reclion fin1 apply 
to [he loans are dirr yded- (21 Continuing npp ~cuhan of section 
7872 Once stetion 7872 and this section. 
apply to i term loan. they wnlinue to 
apply to the loan ngnrdlcsr of whether 
itle k nrinimL provirion# of reelion 

, I B T Z ( C )  (21 or (31 apply a i  rome Irlct 
dale. In the case of4 gift t e r m  loan, thh 
pvrlrpraph applier onb lor gift tax ' 

purposes and d o r ~  not spply for i m m e  
lux purpoecr. 

#1.78?24 SpKlJn)nfa3ftlonr 
dire* betwnn mhrd p.m 

[a 1 Specia) rules fotgifl lwnr dimtly 
ber w e n  natuml persona-41 ] In gcneml. 
Section 7072 ( c ) f i )  and [dl apply npm'al 
t u l n  to gill loans directly b c l w e t ~ ~  - 

natural persona if the aggrcg*tC 
ouls~~ndina amounl of loan8 (US - 

determined in pargraph (b)@) of this- 
section) between tho= nntural pcmonr 
doel not exceed specified lirnitatianr. 

(21 h n s  dirccir'). betwen nurum1 
perrons--{i) For purports of !hi8 * r i a  
u loi~n is made dimdly be*- 
perronr only if both the lender and 
borrower am natural ptrronm. Fot thi8 
purporc. r loan by a natural penon 
lender to the aardian (or cuslrdimn in 
ihe case of a gift mrdc pwaurnt to tha 
Uniform Gih to Minon Act] of n r M l  
person is treated rr a loan d h d y  
between nmrurrl pemn* U. h o ~ ~ c t .  
parent lends money to a tnul ol w h l d  
the child i8 !he mlr t inefiefry. rhr ban 
i s  not treated r l  dimdly b t * ~  - 

noturrl penom for purpose# of this 
aectioh 

(iiJ A gin loan which rcmullr h m  
restmctudng rn  hdimt lorn a# two w 
mom loans (ar d c d b r d  in 8 1 . 7 8 s  
4[#)) rnd in which omtunl pcnona r n  
deemed in ba tht tender and he 
borrower ir tnattd an 4 lorn dirtcrly 
between nrlural pcnunr. Thur, for 
example. if an employer maker r brlow- 
market loan ta an employee'# child, Ot 
loan ir tc~tructurtd ar onr lorn Imm the 

employer to the cmployn. nnd a wwnd 
loan from I he employee to h i 8  child. The 
dccmed gift loan between tbc employee 
and ~ h r  employee's child ir wottd an 
dimetly betwren natural pemnr. 
[b) Da minimir expfiorr- - . ( l l  In 

gcnrml. Excrpl am othtrwi~t providd In 
paragraph IbI(3) of thim rtction or in 
t 1.7872-7(r) (with rtrpect to the giit t rx  
conmuencer of r girt ttnn loan lo 
which the pmviaiom of section 7872 
have already k e n  np lied), in the caw 
of any gilt lorn dinc t f  y h t w t t n  natural 
prscms, the provision# of -tion 7872 
do not mpply to any lorn outatanding an 
any day oa which the rmrrgim 
outntanding amount of loans bctwta 
the lender and bomwrr doe8 nol 
t m d  fiam nt dm minnimu ruled 
this paragraph (b)[ll ipplies with 
respect to I gift loan evFn though that 
loan could slro be chanclrrircd an8 
tax avoidrncc ban within tho meanily 
of =tion 787Z[c)(t)(D] and I 1.7872- 
riet. 

121 &gwute ours&anding aonrmnt of 
Imn8.Thtaggrt 4teoulrradinp : L amount of lwnr twetn mnrt.1. . 
wmonr ir tht sum of the p-J 
rmocln!r of outrtrndirq lornr dlmtly 2 

between h a  individual& rrgadlan 4 
the chanrtu of the louu, mgarga88 of 
tbe intqmi rate charged on the 1-a& 
and regardltms of the date on whicb Ihe 
lorn# were made. For thb purporr. the 
principal amount of r loan which fa dw 
mubject to ~rcl ion 1272 (without applykrl 
!he limitation at mectfod 1273[r)[3)]  18 the 
"adjusttd iafue price' as Lhol tbnn h 
defined In section 1z72(m](1). Sm 
/ 1,7872-7(a)[3)li) lor the dt t ~rminr tion 
of th. i r r u ~  prim of. lorn whlch Ia rho 
rubjttt t o  aution I W Z  

13) h n r  plwibulobk b ocquir i t ! '~  
or-COnyinI of incoawp&hg cssct~.  
The de minimir eactptlm described b 
paragmph fi)(~) of th'lr uection dwr not 
apply ro any gih tomn M y  
~t~nibuiable the purthmrt or c a m  
of income-producin 6amtU, A gift loan f I8 dimtly rttributr Ir to thm p 4 r m  
or clrryin of income-prduc f T::** for exmmp e. If the lorn procct 
dimlly mctable  tc the pufdrrs8 of Ib. 
Income-pduci r m 8 r t l , t h o r r u t i ~  
u r d  *r cD11r t c 3  rw ~n lola or thmm 
l o  direct enden- &a! &I lorn umr 
mr& to .wid dim ridon ol the rnsatr. 

(4) l n r n r n e P 2 i w  orma to, 
prvpoaea of U r  prrrfropb fik h a  rm 
"incomepdu* am.(" mcrm (fl M 
a4-t of I type that gtnttrmr ordinrly 
inmmc m, (ii] I market dfwouat bond 
~ r m u d k f o m J u l y f # . ~ ~ . ~ w r d i  y. 
mn i n c n v  produein( mmmt i d d ~ * Y ! ~ t  
ir not limited to, r buainelh r ctrtifian 
oidtpwit a raving8 aa;ount mtodr 
[wherhrr or not dividenh u* pIdE 
ban& rnd nntal pmp.q .  

I . . .- 
1985 / -Reposed Ruler 

{S] Eiffmpfes. The pmvirionr of this 
paragraph (b] may k illurtmted by the 
following exmmplar. 

fiomple (1J (I) Eu d J m n q  i. 1- th. 
tottl r g p g r t e  ouwandiq amount of 
b y h n n t P , i o h l l & C b - h d  . 

thew Imnr ij a btlow-mrrLH bra : 1 
February 1 . 1 a  P mnkra r W w,, 
mmrkwt demand Imn ta C Oa Mud &1-- ! 
P m r L n  4 tZm klow-marlel & m o d  lw , 
ro C On Hovemkr i.1mS C mpy8 &I-d , principal of the mrrhet-mu 1- lo P. rU d- - 
he  ohm IMIU mmdn wtrlrndia r# d 
December n.lps6. f i e  blow-mmrkei Ioanm 
mn giB loam and I n  t h  or@ naw !war 
k t w e n  P and C lw cllandor y e u  1- 

(iil For th. pcrioda Ian- 1. lPda 
Ftbnu y Za I- lad Nou*mb.t 1.1- 
h u g b  k m h r  n. r e a ~  7872 d m  
not apply Io am l o r n  h h v r t o  P ud C + 

k u u w  r)n ouurandh loln b.l= 
htwemn P and C d m  not e * d  h w  
dvrirq thw pcriodr F a  tbn prid b g b i f s  
on M a d  1.1- uid endlnt on O a o b  Sl, 
I=. hnwevnr. the r rtr fluuilndbq 
amout of toan, - 7 t - n n  P d~ 
cxcctda n0.m. AecordJndy, tba p t o n ' ~ i ~ m  
of uctlon 787zlal apply IO IIW S#10 lmn 
mnd SLm gift Imn d w i q  th.1 plz 

h u m p h  (Sb (i] A a m  I1Ie urn f m r  18 
in Exrmplm (1) axecpt tbmt h SrOm gift 1- 
m b a n M a t c h i . ~ m k ~ r r t u m ~ l a r  
p v l o d d B n j r r u I b e F r d m l d f t t u d  
inwau tu -wnen d th E3Pm dB 

-dmmmd h n ~ d . o a F m b n v r y b ¶ ~ u m  
thrrrav 16 h E u m p h  (1L 

[ii) With rtnprct b am dft t.rm I M ~ .  
ltction 7 8 m # I ]  applkr oa Much 
1.1- fw m m  dwmpull iy  iha rmeuni 
on the impu~diiRbyPtoCFarbm#rkd 
kqinninl or! M k b  i, 1- and 6 am 

jl. f W d& 72(aI appUn & 
l ) l t a r m f i k m m l o u f a ~ d  
d r l t m h i q  tb. e m t  md h t i m k  dth. 
imputad i n t W  pymrat by C lo P. PM tbr 
two-mmth p c n d  tqinalnl m Nommks 1. 
la, M i o n  ? m a )  d m  aot fh 
em lola tar rrdnnl iacow i4a -# 
h u w  IR o u h t r n d ~  bm blmer 
k m a n P & n d C ~ m ~ m a m d f i ~  
durina thil plrid. 

D a m p h  ffL (1 1 &a umr LcU u 
ia Exmmplm (11 waepl h t  fh dft h n  
m r d ~ o n F ~ b r r r y l , t ~ I r ~ t e m k . n h r a  
p r i d d f i v ~ y a r r r l h F & m ~ f l t u d  
incow 1.. w n r c g u c n a r a f ~ ~  
damudfl h n  r n r d r ~ M a ~ Z l p B  .n 
ldeariulto tlrou k b.mpk b j 
(li) On F a h y  t IHP Q#r 

nor appty to Br plDO lorn k u ~  rbr 
whimding loln bdnaw ktwm P .mdC 
dolr not t ~ d  SlPmO Mudr l.lPII, 
bowtvw, th r m 8 k  mt8iadbtg amoplrt- 
d lornr k t w n m  P radC e n d  *m 
Fw F d m l  #fl tra purpou* wctla 
-)[I) ~ p p h l  am k.p mfnl- 
an Mmreh 1.1- Umlu I I-k rhr 

v l s i o n e d ~ n r t r p p l y ~ h h  
ad k n  mndr on M a d  9.1- h r 

j l J n V r # g  fw r p . 6 d  rPtr lor 
eomputiry &r prrrmi valw d plymntr d~ 
oa the lorn Pw tb. out-mmtb plrSod 
hqimlry om b r c b  1.1- -lien Tlfqr) 
rpplim lo dm lorn f~ d 
drtmdning h a  i m p u d  latmr4 p p n k  by 
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C to P. For &a twm-tontb period b s g i u  invtrbnenl iaccmc is not llf-ted h* 1.1- c mpryr mm of*# 
on N o v e m h  1.1- nttion fwa~) d ~ c l  a0t mong &e dry# cf the bomwerDr . dl( t.t l  10- h m ~ m  &at ca n.t 
IPF~Y 10 the Sfom lorn for F*derd ln-mm tlxlb]c yew. r h t r ,  for turbl. ytmt investment h w m r  lu drlmrmiold under 
la* PWo*n bemu#@ d &. ~ ~ p l l u ~ o n ~ f  brrowtr ecdr dter june pamuapb (e)Ifl  of Lhir crctioo] f6r iw II 
Lhe de minimi# pmvimimr 

1481, and hduder m y  day w day# The iimitation unda mo~ 7w2(d)(l) 
E*cmph(IJ On b m  10. IOBI. pinnt. t oa r b m  a m o w l  or imputed p p m t  ~J IH  mn m0110 himat-he @fi hrir to be fort June 7- 19H- b e  t n h  amout of , pplirr to -,#ID lMru A, 

~ ' r  child 3. ~ b t  b tbr d y  lorn mt#landiu# net invtllmtnt income for tb@ tulbh bdnniry j h a q  lad 
krweea t md B durIn# 1Pbl. On lunm tl. y t u  I8 trkan into 8ccoual in h e m o n t h  period bt@miq cs Oetokr l, 
lm. 0 icvmla tha  #- tn corparaU rtoelr dettrminiq tho mrdmum lmprtd - 
T h c  h~.aa) dr minimir pmvfeian dm8 nut intereat palmed for &r drys d-a 

1- A - d h 3 y .  thr imputd 
pmptnt on the Sam loan fm m y  not apply to the lorn. b u ~ e  tha loan prxaad* whih &c mtruon t x c ~ e d  am.. 

arc dimerly rt5butmbh to the p h s r  d .PPlilk wrpormtc mtock an iaccmt-pduein: amnet. 
finmple C2) E d q  1- 8rtunl p w  

(a] A:/ocof:bn omorlg pifi Iwns. In tbo borrowmr B t h r ~  Oln 10- mu:- 
(4 fimjhtion on ~ ~ q t v ? t  of impu:~d case of, borrower who mofi fhm - from @ different hider. k ~ b  Ionn 10 

intenstpaymerrt-(1lIn enrm!.hthe one iftlomaoutr~rndingduringr % 
rIigibla for the an- year fortha apecia1 

case of R 1o.n between a orrower and t u a % l ~  year, the bomrwr'a oat - Ueitrtion on h e  maom; of imputed internat 

r !endtr both of whom &re nrturd in~s~~meot Income for that y e u  Ir 
- -  prmcntn undrr ~cction ?Bft(d)(lJ but none 

of !he lomna b tbnible forth. d l  minidm personr [kithin tha meaning of mUmted rmon tho Lift lcmm in. 8 exception of paiytph (bJ of thin ~octfon. Er 
~ a r r p a p h  (r)(2) of thir wcuonJ. for proporation to t rtaptctive mountr nrt invram,ant incomr for IW il st.000. mr 
 day^ during he borrower's taxable y e u  which would k treated pr imputrd: rnwpmtm imputrd intersst p r p e n u  m tbru 
on which the searegate outrtandiq intrrrat prymrntr by thr  barrow^ to loran# idttcrriunincd without resmrd to raction 

, -amount of loana (within the me- d h a  lendrr or l tndtn  with n~plct to 78i t !d l ( l l ]  wcdd be 1.m Thr amount of 
arapapb @)(2] of thir,rcelion ) tbesa 108m wiihout regard to thir imputed inttnai atrributrbk to em& IOUI 

e.h.een the bomwer and th= lr?de?. 11 paragraph (el. (See &ample (21 of rhrr nppliution of wtim 7 # 7 ~ d ) ( l )  ha 
SlOIXUoO or Itan. the mount of tbt paragraph (c][B] of thln le~tfok} NO compuimd r r  Irr.l]owr: 

rmount uf the net tnverlmtnl income L - 
**Mm@- 

of my loan under wetion 7 m  '- tlM).Mla 
(21 fhx avoidance Ican. Parmpapb (7) Amounu in~ludrd in n d  

(c](I) of thu section dots not apply lo jnvcrtment i?co~a.  Far purporu? d ; , . 
any loan which is a ku avoidance 10- u ~ t i o ~ .  7&72 ntt'investment incorm f ~ '  
within the mcening of 1 1.7WZ-4IcE 4 taxobla y e u  eqvllr th8 a m  of- 

(31 No 1:initation # inverlm~nt h c o n ~  [i) 3.t inve~tmtat i_acqm h r  h m t  Ccn~tqumtiy. MR h p w d  intlr#! 

ismuni~uloicd.Para 8 h[c)(t]ofhfD yavrrrdotedntdundir1#~d08 prjmrnt to landor 1 crmot t x u d  d Z m k  ?ir thr h p u t d  lntrmrl p ~ r n m l  to Balm3 meclion does not app y r borrower a n  1831dj[3). txcludin# any item of incomr' ,xurd P-: .ad *r 
uantrd the timing of tbr recei t 01 P or: r drftrrtd payment ohligatlon which ~ntarr,t pqmrnt  to hndu s unrrol ucc*d 
i n v c r t r n e n t i n c o m c m d r e t ~ ~ ~ y d o ~ ~  f a t r c ~ t e d u n d e t r s c f l o a ~ 7 ~ d ) I l N ~ [ U i )  trja 
mlnjpulale the timing i0 acaletate 0~ and parm~aph (c ) ( f ] [ i i )  of h i 8  reboa 8s 
defer tht r l u i  t 01 i n ~ t ~ t m t n t  inwm9. iatrre,t retdmd g&w yam .. 1 t787z-1 mWmlD o r c m ~  for P Forexrmple,ithebo~o*vtrc~n.~~d e n d i n g r f i ~ r j o n * 0 , 1 ~ : d " ' . ~ " ~ *  m m r * 1 0 W M  m c ~ r p # ~ b  - 
rctumlly dm#. contra1 tha min8 of [ii] The amount thmi ir t t ta td  undu a h a n h o l d a r m  - 

dividrndr paid by r clameiy held arction 7872(dJ[l][E) II1I) ro intmd* .* . [I] In g m e d .  In the uu d m y  
cerporaiion. the limitation on the received Tor thmt y e u  on n d m i o d  demand loon dtluibed in r u ~ o n  
sinount of tk imputed iniem~t pa}.nant paymcni obiigrtiem. . . terq~l(1) (B] or (CX l a  ptovimiona of 
daes not apply. ~cterred wp,", dljmim. w t i o n  7872 do 801 lo W on 

[ I ]  Net in verment i w m m  of S 1 . m  1.n~ "drf[md pay mtni oblig~tim" which !he ~ g g r q a t r  outrtrndi rmwnt 
ler, d i ~ ~ p ~ l d e d .  U p.np.pb (c)llJ d m..na . m.rL.1 band i a m u d  , of loan4 b*tw*@n 1md.r mJth@ 
thia ~scricin applier rnd hf h* bomawet'r h f o m  ]ut la IW. w an -obihati- . r b m w e r  doea not exceed $10,000. In I m  
net inVamlincnt incoma 1.1 determined fiat. if be d to maturity, cam8 01 t t m ~  four d t r d h d  in 
under paraaraph Icll71 of ~ c t i o n )  pndietrblr md rrdu flow of , ,. #tctiom 787t(cH1) (B) m (C) [telaEr* to 
for r taxable yeat L I  S1.m ot k l ~  1)1. 0 d n . q  inam* which. w d u  the d8 minimi# dl). thr provi8ionr d 
borrower's net invertment hml  fa rppliubIr t r s  der. is mt -gAiudd mfCfi0n 7872 apply t0 tbl IOU IS Of L b l  
~ h r t  year ir deemed lo br t t r ~  for ~ ~ b ~ ~ ~ ~ ~ ~ (  pfid Amdin&,,  f n l  day on which ha I W C ~  
pllrpnmer of thir paragraph (4. dakrred pry merit oMigalianr i n c l u b  outstrndinfi moml 0 f l o a ~  betw- 

(S! No prumlrbn of net invratmurl bui am not limihd how obliaa ti- the ltndw 4nd b o ~ ~ ~  fi*m& 
incorn.. Tha t n l h  a m o U l  of thm . lirlcd in wdoa ?~Z[d)(l)(E)(iv& . #10,0#I. a t 8  m*ttion 7872 appial to r 
hrrowu' r  net invemtmrnl income lor rn (a! E , ~ ~ ~ : ~  n-# pro:.iliom of thh trrm lo-. maction 78iZ wntinues ta 
1~xa13lt year (81 drimminrd undu p r r l l r v p h ( ~ ] m ~ y b ~ i I l u m ~ r a ~ ~ d b y ( h . .  f i ~ ~ ! ~ t o ~ * l o a n ~ l ~ r ~ l e s a o f w h t ~ ~  
~a'agraph [e)[7] of thb ~ ~ l i o t l )  18 tollowing txampler. , . the 510.000 limitation i p p l i u  rt w m  
i n t ~  a ~ u n t  in dettrminin# the fiom9lr (1). Un J8numw 1. p l n n t  P lrta btr. 
rnnsimurn impu!td interc~l  paymant f~ ,,kt, a ~ l o r - m , r ~  l i f i  lma to c , (b) ~ ~ p f W o ' e 0 u t h n d i n f  amount of 
hose dmyc durina !he year on which the p, u r a  thr tr1mJ.r year rr t b .  1-n~. The UPclrtm ouifitandi~ 
net invrrtmtnl incsme lirnitauon ' ~ ~ ~ r n t l r  yarr. On ~ r r r h  t. IW. P mker  m amount of loam bctwrrn the lender and 
appliro, Accordingly. drt amount o! nt! mddiliwialS75.0o0 rnarkrt-tat: h a 4 0  C On !he borror*.t? i 8  t b  sum of lhe primjp.1 
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emounu o l  o u t l t r n d q  !cam dirrctly W e m t n t  wk2c-h pmv;&8 that D l o m a  u ~ t t k l ,  or forglvca by the l e n d ~ .  
bttwttn tht put i t s ,  qardlt8m O! the E SIB.m fm Fa l ift+ bs hmtrd u mrb wuvrr, clacl&tlo& ar f ~ m v m c ~ ~  
c k u r c t u  of &a Iomr. r t g u d r a r  of the term loan h a u r t  he WE txpectancy of Is b a t e d  u &a Intlmrtbd fad 
intereat ntt Awed on tbe lorna, md E may be determined ~ c t u l r i l l y .  b t n  paid to the Imder rod thrn 
r r p a d r  w of t b w  dale on which tbt  (31 R e l e m ~ o n  and rxLcm~on , f l h n r f e m d  by Ibe  lerrdsr to tbr 
Icana were msd+.fot l b i r  p u r p o ~ ,  the cf~uses. Acctleration drum lad brrower but only 6 
principal u p o u t  of I I m n  wkio'ch ia &a m i d l ~ r  provilionr that would s&t (1) The l a  ~ n i ~ d l y  w d d  hr~.kan 
j u b j d  ld rsct loalm (without applying loaa due befon the time oth~lwire ruhtrt to mction 78?2 bad R bsm made 
the limitation of =tiom 1273[4][3]) f m  b e  ~peciRed Includuq provi8iom permittin# without I J , I ~ ~ $  
" Id iu~t td  farue ~n'ca" rr that term ia prrprymenl of a loan or m-lrram tbc (21 T ~ S  wwjvmt, unafl.tjoa . defined in rution 1272[8](4]. !he maturity date on flaponition d foMvtntna dntm nol hdudt in 
i l.;s72-?(a)[3)Ii] for tbt dttenrrbatio~ mllbierd Im'dut on l a ! $ '  d a u r e ~ l  @re l u b r i u t i d  p~ the loan p*dp*l; rad , 

of the inaue price of r loan whicb b dro diareaardtd for Plrrporer of I C C ~ ~ O ~  f 872 [a) A plincipd purpose ha wduar, 
subject to ~ection i8fZ n u l a  a loan for of 1s ir r ~dnctllrtjon. or fo@vener 1, confer 

(c) Tru avoidmcc I w n .  Wr drcrion rerm loan for 1s g e m  t v t n  d it  11 4 k n t 6 t  on tbe k m w e r .  such as to - 

dots not apply to any loan whi& im m aubject to accelerutinn upon ~ o m t  pay eomgcnsrtioa or maka r gift. r 
tax avoidlnct lorn within thr m r a w  action d !)it Sotro~-ct .  U Lht 1o.n cspi ts l  con~bution. I dia~botign of 
of 8 I . 7S :U  el. I agreement lptciRr~ an a*cefiainable money uncr rrcuon m, or l h d u  

(dl E r m p  e. Tbc pmdsiorii of this period of time during which the l0.n 18 payment la &a borrower. 
mxtion mmy bc illureartd by rht to b vubianding but contain8 an The retranarentd mount h 
following example: ~xtenrion c lau~t  or mimilar pro+%jon dl,BL,Ll*ld IOT 

&rt would make Lbr lean due rhm dm t, wl* the rub *+ E~urnpla. {I) OD lanuan 1.1- L ~ d t  hmt o t h r m s e  apcinrd the loan h rn bBnr,FtiDR na npWsill pmpa,e 9.m ~ O W . ~ C U  r a m  lorn 10 A r mrp-tion tern  joan d m  tht nwudainrbl. 
i n  whitb t ir m ah~nhaMrt;  Oclobrt I4 d t ~ n b t d  Ln pmrsg4pb (ilWi] d this 
I- L mad= r #.aD f ive-year  t a m  loan to 

' 4  and lernnd dem4rbd atctiea I. pms-~d &a Of 10IN 
8. Baih loans ur intertat-lrtt ~ n d  are 

r m n  thertaftrr. the cla~mifica~ion of i h m  bE,rrEn mrolbM SOlpmnuans 
pryable on day af the lcrn ttrm. U C G ~ ~  laan rm trm or demand d e p a L  ,,d ,,,knheldm. oyen .d 
ncn no ouraiandin~ 1o.n k i w e m  upan fie of Lbe tx ten~ion  d 4 - m  
L and 8. Nriihct l c ~ n  ib I 141 ~ v o i d ~ n c t  10.a (4) b a n k  lor o plriodof limr not tmploytem, or m independent 

( i i ] ~ ~ ~ h ~ ~ c n ' o d ~ i n n i ~ o n j ~ ~ u ~ r 1 .  a~ccrioinobla.[Rrrtrvcd] wnlractor md a pltron for whom uuch 
I= and tndina on O c t o L ~  1C IDW. h a  {5) Certain loam cdndilicnd on indtpendcnt contrctol pmvldr, , 
pmvisienr of uc tion 7872 do LO1 ~ P F ~ Y  tb. btur* ,#mi- For &H p w W  d w h - 8  unlttl thr luprgar ua h o w  
n.m lorn W u u  Lhr outllandiry IOU -tiPn 7872 *la d c t t q  th, c ~ n v i e c i q  tvidtaa hl 
h I r n c r  brtwnn L md B d m  no! uca+d rppliuble rdc td  (,H, fi l.tm2- Q m  h t r n r t  obligaMon w r ~  wdved. 
$IO.R*L h Octokt 1% IS* howtvrs. tb 
rggmgate amount I o s n ~  btturrn L and 1 3(bf2 irLbt hnefi" Ibc u*uUed. or forgiven for I ltgltimrte 

~ * c & B  ~10.030. A-rdingly. the pmviriom PTrWemtnta or a I t r m  Joan Ira bur inrml pwpow d thr ltndtr who i~ 
o , C K t j w ~ z [ b ~ , f l ~ y ~ O ~ ~ ~ b l ~ ~  ~rnnrfembl~bythcin&vidu~lbom*.~r ' c ' ~ i n ~ t ~ ~ a d ~ r 8 ' c r r d r t o r  
/ r.7mZ+d lor tht pmpcr re-1 Irx / and a n  condironcd on the h t u ~  atthing to rnaxirnh utlrkdoa of 8 

h a t m r n i  0 Ihr impv~ed m n r l i r  by L ur 8. ptrlmrnsnm cI avbltmd.1 ~ c r v i m  by c"~" in fhruw 
For p u r p t r  01 rompuh- p n - n l v d w  the individurl b m w e t  [within thr hrrowmr'r inmolvanq. 
of 111 pamentn la bc mrdt under tht 1-ti meaning of lcct i~n a). Ihr l o r n  b [b) D i ~ p o ~ i t i o ~  of intentat or 
agrrrrnentm Lhc applicab8 Ttdenl ntm !W ha tLb , demand loam ,,,d ~b&~liQ" ii PestmedJ 
[kt 9.m lorn it he rppIiublt T d e d  circm,tlnecr mu,l rxldnd ,a {el Hurhnd-md hifa irraird a0 1 
in tf!ta oh januuy  I. for Iomnb with d c  termine whethe, fit fvturr w r n i ~ n  In PCm0". SC~~OD ja72(0(7) p d d a r  tbrt 8 
1 e r n o f 4 r t . n l @ v m n ~ o d ~ t ~ ~ ~ ~ ~  hpr.lomed a m , u  b,tmntirl. 
y e a n  n w i n  k r o n  rha lorn end#)- Undw 

bunband ~ n d  wife rhaU h trtmted rr  1 

1 1.:87z-7[b). tht prtstnt vrluo d rhm (6) Revolving d i ~  Iwna For pnon bulband A c c o w y ,  k mmblned rU 10ma ID with ot h m  @U 
pa~rnrnt to bt mad* undir tht 9.m /ma purport, of ~ r c t i o a  i87Z m c x t t m i o n  of 
sgrcrmcni 11 drtrrmind ra ol OEreber 1% credit by nlron of thr urc of I d 1  ]o~"'  lo Or from the w i f @ f o r ~ ~ o * e b  of 
1986 (the dalr on which lcCtlDn ;a71 Rt.1 wrd thrt i n  mvai!sb!o to borad rppbjq wctjvn 7872 All lorn# bchvttn 
#ppfd<# ta chc 9.m lorn] I 1- ~ r b  4 argmcal o~ hc malad a huband and 8 wile dirmg~rdcd 
ltrm which begin# 1s. 3- demand loah Bnd fie pmvid~m d fox p " p O b t l  of ltcuon 7672. 
rndm en jmnuaq 1.1- ~cctianfB?f may a p  1y if&# 1-io (dl Wilnholdi~. h Ole cnu of any 

drmulbrd Ln one of h o t t g o r i n  d t m ~ d )  aubjtd to uctlon 
I 1 . 7 m - 1 0  ~ u w r  d*- f~rl)lin!l . i87U.Tb8ptriodd~rifq 7anoamounl l f i t*~uIrrdt~k 

(a 1 'Term" and 'gemnnd" I m s  which the loan ir out~t*nding bqim on rvithhcld under chrpht 24, m1.w to 
di8 fingtrirj5d. Far purp~sc, at r*crioo thr h t d r y  oa which r finr n u  cba* hr csll*ction of inccrme tax 81 thm 
7872- rmld be r d  ifpa-1 d th MWU on wagen and back-up 

(11 Kkmond Iwd Any Iarn which 1s ouwading balrnw in not made. Fw wlthholdirq. wi!h reapad to any @mount 
payable in full 41 mny lime on Ihr rulca governing h cnrnpulrli~a d t r t r t d  14 brnrlemd or n h n r f e r n d  
dcmrnd of the lender [or within 8 lomgonr intenct for demand l~ with under ~ c c t i o ~  7 8 n  11) (bb, 
rea~nrblr tlmr rRer the lenddm vakable brlrnur. 8 0 4  1 1.TU-lytb WlthhrrMq b repub4 w h  
dcmrndk b 4 "dcmrnd lor&" fi) p t s e ~ , d  for Whet dcfitjtimm ra  rppprimle,  bowavgr. for 

(2) Term I- A lorn Is treated ar a n c d d j  . chrplarn,rrlrthqtotbr 
"rrm lorqm U the loan nfltmtnt l n r v r m  C6bWbu+onr Ad, a d  
rpscifitr an rwrrrinrble prricd of lime 4 l-nmll wd - chrpttt 22, rclrting to the R r i h d  
during which the lorn is to ba 1 m] Waiver. cnnclflabon or R t l h m t n i  Tax A'L on m y  amount of 

ou~rrsndiw, rm p u r p o ~ a  of t)lb m/e. I f o g r v c n e ~ ~  ofinlerertpUymcn~. Urn money b m n a f t d  md 
pttid of lime ir trrmtcd 81 bti % lorn i, rnrdt muiring the paymen1 of retrrnatrmd b c t w m  tbr ltndtr and 
a ~ t r l n i n b b l t  if the pnod may ~ r * ! t d  lnitrrrt hnd h e  accrued but &mwr beau-  d the mpptication of 

dclennintd r c r v l ~ ~ l l y . ~ ~ ~ .  lorn unpaid intcrtrl i4 lubltqutntly waided. raction7872- 












