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thev wish 1o devote to each subdect by = . BUPPLEMENTARY BFCRMATION: -« entry reglatraiion. thereby reducing the
b S -2 Backgrousd co8l 1o ISUErs of {3 5uing obligations in
registered form. . . -

January 14, 1883,

Each speaker will be].l::ﬂh'.-d o :10-7‘-1“"‘:"-_. The t
. Rules-:ifﬁe

o

Imhiutea for.an oral presenisilon

exclusive of fime consumed by ... ., . ..
questions from the panel for the _ . - ry

governmenl and answers to these _

guestions- '~ 7
Because Of controlled access

restrictignbs. attgnﬂ]eeis Egﬂbnnn}E: T
admitied beyond- the lobby e .
Internal Revenue Building until 1745 pm.,
An agende showing the poheduling of .
.the speakers will be mede after cutiines
are received from the speakers. Copies
of the agenda will be available fres af .
charge at the hearing. . .
By disesiien of the Cosnmiaabotser of
tnternal Revenue. . ...
George H. Jeliy, )
A:-.jq;-mﬂmm&mmdmmmhu
Divigiom © .. . . . o
F‘an—ﬂlﬂ-mﬂu-l-llm e
WL COOE 4Ra0-a1-M

26 CFRFPart1
[LR-255-821

Regilstration Requiremenis With
Respectt 0o Debt Qbdligathonss
making .

Proposed Hugla

AGENCY: [ntemal Revenue Servios,
Treasury.' .
acTion: Notice of proposed rulemiking
by crossteferencetotenporary -
regulations. . ., .
suMMARY: In the Rules and Regulations
portion o this Federnl Register, the
1niermal Revernue Service is issuing
temporary regalations that relate o
resdetration requrements with respect to
deﬁt obligations. The text of theae
temporary regaulaons al so FET¥EE g5 the
comment document for thi s proposed
rulemaking. . T
DATES: Writlem Comments and requests
to speak at the public bearing must be
delivered by Januvary 14.1983. The
regulations are proposed to be &
generully with respect to obligations.:
issued after Decenber 31, 1982,

ADDRESS Send comments and requests
to speak at the public hearing to:
Commissioner of Internal Revenue.
Attention; CInLR:T [LE-255-82],
Woashington. D.C. 20224.

FOR FLIETHER INFORMATION COMTALT:
DianeL. Kroupa, (I f | caf the Chief
Counsel Internal Revenue Servi ce, 1111
Constitution Avenue. NNW., W on,
D. C20224 (Attention: (ZC:LHR:T] (&=
566-3590}.

regulationsin the.~- ~
tions portion-of this .
issue of i Federal Register addnew *
_part sftoTitle 28 of tse Code d Federal
Regulations. The final regulationa, which.
this document proposes be based on
'thoset enpor ary regulatiaaz, would be .
added 1o Fart 1 of Title 28 of the Cods of
. Federal Regul ati ons. Section 5£103-1

| wo Beﬂ:me 1.103-8{a E3-1
wo{ﬂg ecomei 1.163-5, aﬁﬂ‘ 1&%%03—1
and 5F1e5-1 would b deleted. =

The tiona pravide maes e 1o

what obligations must be registered. The
regulations define registration and-
provide rules for certai n Federal tax
consequences that will apply if
obligationsissued after December $1,
1982, arenot issned in registered form.

The regulations are pecessary because
of the additions made to section 363 and

183 by the . Fiscal
Resr?gnsi bi-[i%mt?g]ag (Pab. L. 874

v oo BS80S KL BOK]. Theve epeiptions are

TEAY] wnd 7505 of ihe [Hieroal Hevenne
Code |90 Siat b 26 S C 1005 B8 |
Stat 598, 28 U.S.C. 185[[k 68A Stat. 917,
26 U.S.LC. 7805), and in section 310 d the
Tax Eguity and Fiscal Respoasibility
Act d 1882 (96 Stat. 595).
Non-Applicability f Executivse Order

-12291 :

The Commissioner has determined ...
that this proposed regulation isnot
- subj ect ta review imder Execwtive Order
12271 or the Treasury and OMB
implementation of the Order dat ed April
28, 1982
Regulatory Flexihility Act
Pursuant t 0 5 US.C. 605(b}. the
Secretaryd theTreasury bas certified
that the requirements of the F.wqﬁl.laln.ry
Flexibility Act do not apply to this
notice o proposed rulemaking as it will
not have asi gni fi cant economic impact
-on a substantial nunber of small
entities. Theimpact of therequirement
that debt obligations be issued m
registered form on both small and larg=
issuersis due to requirements imposed
directly by the statute. In the areasin
which the Sevies has been given

. significant discretion mnder the statute,

the Service hasexercised its discretion
S0 as to minimize the potential impact
while ensuring compliance =ith

statute. For example, the r»quirement of
registration d an obligation will be
satisfied where the owner of the
obligation can be ascertamed through a
book mmtry system Theregul ati ons are
liberal in permitting the use of book

List of Subjocts in 28 CFR Part 1

Lecomie Uasoes, Exemptions, .
Deductions. Tax Equity and Fisesl .
Responsibility Act d 1@z,

Comments sod Requests for 2 pubie
Hearng o

Before adopting these proposed .
regulations, conzideration will be given
to any written comments that are
submitted (preferably seven copi es) to
the Commissioner oOf Internal'Revanue. .
M1l conment s will beavai | abl e for
public inspection end copying. Nti ce ol
the time and pl ace of the hearing
gppears in the notice of hearing section

thisissue of the Federal Ry _
Roscoe L. Eggac, Jr, -
Commisicesr af lilsmal Revenoe
[FH Do, -0 Pl 138 240
BALLING DO S50

26 CFR Part 1

[LR-zz7-87]
Reporting of Inleresl; Publiz Hearing .
on Proposed Regudatiang .. . )

"' anEmcT: oternal Revenue Service,

Treasury. .
acmon: Notice of public hearing On. .
proposed regul ati ons. )

summary: Notice of publichesring'on™ .
propoesed regulations relatng to
reporting of imterest.

paTES: The public hearing will be held
on Jermary 25, 1883, beginning at 10:00 .
am. Crutlines of orel comments mast be'
delivered or nai | ed by }Jannary1 4 1983.
ADDRESE The public bearing will be.
held in the I.RA. Anditorium, Seventh
Floor, 7400 Corridor. laternal Revenve -+
Building. 1111 Cortitotion A reoee,
NW., Washington, [.C. The ootlines
should be sebmitted tot he
Commissioner Of Internal Revenue. Atime
CC:LR:T [LR—-2=r-gz], Washington. D C
20224.

FOR FURTHER FHPCIEMATION CONTACT:
Charles Hayden O thelegi sl ation and .
Regulations Division, Office of {hilef
Counsel, Internal Revenue Service. 1111
Constitution Avenue. N.W., Washington,

D.C. 20224, M2-568-3135, not a toll-free

call. -

SURFLEMENTARY WEORMaTIoN: The
subject of the pablic bearingis proposed
regulations undar secti on 6049 of the
Internal Revemre Codeof 1854 The=
proposed regulaSon appears it he
Proposed Rul es section of this i ssue of
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issued in registered form. Changesto the
applicable tax law were made by
section 310 o the Tax Equity end Fiscal
, Responsibility Act of 1982. The
i regulations affect issuers and holders al
obligations. and provide them with the
guidance needed to comply with the .
law. 1n addition. these temporary
regulations serve as the text o the
proposed regulations erass-relefenced in
. the notice of proposed rulemaking in the
Proposed Rules section o this issue of
the Federal Register. .
DATE Generally, the regulstions apply
to obligations issued after December 31,
1282 -
FOR FURTHER INFORMATION CONTACT: |
Diane L Kroupa of the Legislationand
Regulations Division @fice o the Chief
Counsel, Internal Revenue Service, 1111
Constitution Avenue, N.W., Washington,
D.C. 20224 (Attention: CC.LR:T (202)
586-3590)., -
SUPPLEMENTARY INFORMATION:

Background

This document contains temporary
regulations relating to the requirement
that certain debt obligations beissued in

-registered form under sections 103 and
"183 of thelnternal Revenue Code of
1954, as ainended by the Tax Euity and
Fiscal Responsibility Act of 1982 (Pub. L-
§7~248, 96 Stat. 5%5). The temporary .
regulations provided by thia document
will remain in effect unti] superseded by
final regulations on ihis subject

Rules

i The temporary regulations provide

| generally that any obligation issued

. . after December 31, 1982, must be issued
in registered form. If an obligation
issued after December 31, 1982, is not
issued in registered form. the issuer will
be denied a deduction for interest paid
or accrued on such obligation- Further,
interest on an obligationissued after

DEFARTMENT OF THE THEASURY
Internal Revenue Service

2&.CFH-Part sf
[7.05-2852]

Temporary income Tax Regulations
Under the Tax Equity and Fiscal
Responsibility Act of 1982;
Registration Regqulrements ith
Respect to Debt Obligations

AGENCY: Internal Revenve Service,
Treasury.
ACTION: Temporary regulations.

such date that otherwise would be
exempt from tax will not be tax exempt
unless t he obligation is issued in
registered form. The regulations provide
examples al certain obligationsthat are
not required to-be registered. - -
The temporary regulations provide
that an obligation is issued in registered
form if the transfer of the obligation can
only be effected by the surrender of the
old instrument to the issuer and either
reissuance of the old instrument or

issuance of a new instrument to the new

holder. An obligation is al so considered
issued in registered lerm if the right to
the principal of, and any stated interest
on, the obligation can be transferred

SUMMARY: This decument provides
temporary regulations with fe=ReLE io
the requirement that debt obligations pe

only through a book entry system. A
book entry is a record of the ownership

d en obligation.

- rulemaking istrequired

51361

On September 18, 1882, the Servics
issued & news release soliciting
coruments ON provisionsd the Tax
Equity and Fiscal Responsibility Act al
1982 relating to the requirement of ;
registration of debt obligations. Ths
Service bar received numerous
comments. ali of which have been
cerefully considered in the preparation
of these regulations. In addition, peraons
ars encouraged to make written
commentsby mail and oral comrnents at

- thepublic hearing. Notice of the time

and place of the hearing eppears in the
notice Of hearing secton of thisissue of

theFederal Register. « -. .-

Noo-Applieability of Executive Order
The Commissioner has determined

that this temporary regulation isnot a

majot rule subject tOreview under
Executive Order 12291 or theTreasury

.and OMB implementation of the Order

dated April 28, 1982, - . .
Regulatory Flexibility Ast -

No general noti ce of prepesed -

Yy S L1.5.C. 553

{b) for temporary regulations.
Accordingly, the Regulstory Flaxdibility
Act does not apply and No Regulatory
Flexibility Analysis iS required for these
rules. o
Drafting Informa oo

The-principal author of these
proposed regulations is Diane L. Kroupa
of the Legislation and Regulations
Division of the Office of Chief Counsel.
Internal Revenue Service. However.
personnel from other offices of the
Internal Revenue Service and Treasury
Department participated in developing
theregulation?. both on matters of
substance and style.
List d Subjectsin 26 CFR Part sf

Income taxes, Deduction;.
Exemptions. Tax Equity and Fiscal
Responsibility Act of 1982

Adoption of amendments to the
regulations
PART S1—{AMENDED]

Accordingly. Part &, Temporary
Income Tax Regulalions under the Tax

Equity and Fiscal Responsibility Act of .

1982. is amended by adding new .
§$ 5£.103-1 and =f.183-1 immediately
before § 5§.168 (}(8)1,10 read as
follows:
E51.103-9 Obligations Issued sfter
December 31. 1982, required lo be In
registered form

(a) Registration: genera/ rule. Interest
on E registration-required obligation (as

) ALl

o e

B e
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defined in paragraph (b) of this wection] ~

shall not be exempt {rom tax
notwithstanding section 103 (a) %, 55}
other provision of law. exclusive
treaty obligetion of the United States,
unless the obligationisissued in .
registered form (asdefined in paragraph
{c} Of this section). s

(b) Aegistrolivh-required obligotion
For purposes of Lis section, Lhe ierm
"registration-required gbligation™ means
any obligation except any one of the

following: .
(1) A8 cbligation D0l of g type olfered

“to the public The delermination &8 1o
] bligatia GF ~ XPE
&F&'&f’ffﬁb‘g p[ﬁ?hc E‘h‘gﬂ‘BE based om
whether similar obligetions are i fact
publicly offered or traded. )
(2) Ao obligation that kas & malurity

at the date of issue &f not more than 1

ear. .
y {3) An obligation issued before
January 1.1983. An obligation first
issued before January 1, 1883. shall not
he epnsidersd ho bave been issued on or
after that date merely 82 & result of the

existence of & righ! en the part of the
bplder of sueh gbligation 1o conwert the
obligation g registered foom inte
bear er form. or ms aresult of the
exercise Of such a right )

(4) An obligation described iz
§ 5£.163-1 () (relating tocertai n i
obligations issued toforeign persansl.

(c) Registered form— (1) Cramerni rule.
An obligation isin registered farm if—

() The obligation is registered &s i
balh principal and any stated interest .
and transier of the Dhll.lﬁﬂ-liﬂﬂ may be
ellecied only by the sumender of the old
instrumen! and efther the reissuan:Le by
he [ ihe 9 [petrument 1o the
nch"ﬁ?al:'-'l‘l-:{-e?bf & issuance by Lhe jssuer
of 3 new instrument io the new bolder,

or L.

{i7) The right 1o the principal af, &ad
stated interest on the obligation may be .
transferred only through a boox Entry
system (as described in paragraph [c] (2)
of this section). .

(2)Special rule for registration af a
book entry obligolion. An obligation

shall be considered transferable through
b baok entry sysiem (f the 9WRSFERIP of

& fesl i j ol iiﬂ e J.I.I'E‘ﬂ
8'be reflectod i & bOook 85 3. wEetaer
or not physical securities are iasued. A
book entry is a record of ownership that
identifies 1he owner of &n inlereslinthe
¢Oligation.

{d) Effective date. The provisions of
this section shall apply to obligations
issued after December 31, 1982 unless
issued on an exercise of a warrant for
the conversion of a convertible .
obligation if such warrant or @ bliga tion
was offered or sold oultside the Linitesd
Slates without registration under the

Securitles Act of 1933 and was issued
before August 10, 1982

{e) Obligations first issued after

December 31, 1932 where the righi
“exists for Lhe holder io cogvert such

obligation from regis tered Jorm into

bearerf Or M{Reserved) :

() Examples. The application of this
SECHON gy be illustrated by the
lcllowing exemples: '

Lrample (1), Munidpality X publidy offers
its general debt obligation, s United Sistes

eraems. The abligations usigy
ssue u-;:rdmg]igytuq :‘Eu Tr|'?:u:-.n.'|-'m.r.:lt

regisira on-requlred obligetions under

§ EL3103-3[k). Whep individoal A buys an
obligation X fnwes an cbligaton i A% name
eviden AN wEerSID of the priss

and [nterest under the obligation. & can
transfer the Obligation only by rurmadering
tke obligation ke X and Enuing & new
instrument {0 the new ler, The Obligation
isissuedin registered form.. . -

Exomple (2). Municipality Y iasues & single
obligation on Janvary 4 3544 ia besrer form.
o Hank M provided thai [I) Bank M will net
Al any tims cracafer any interesl jn e -
ohligktion o eny person unless the tranaler is
recarded e Musispality ¥e records [eacepl
by menrs ol 8 transfer permitied in {ii) of this.

example), &nd {ii) inlerests in ke obligation -

" . thatat sold by Bank M (and any pessoas

whe acquire i.DLPJ?SLSfI’O'aniL'I [

reflected in DOOK entries. C. an individual,
buys an interest in Y's Obligation fom Bank

. ¢ Bak M records wuch transfer ;. :
Bk

C's ownership 0N Bank M's books.

receiveSike interest Of principal payments:
with 11 to Cs interest in the ODligation .

as ggent for & Any transfer of C's interest

musl e reflecied in a book entry System

Simoe O inleresl pypn only be ranslered

ihrpugh s book entry wyslem the obligaton iy
idered issued i .

e R A

ipcome mreder .o 203 5]

Example (3). Munjcipality 2 wishes {0 sell
its debt obligations baving » maturity in
excess of 4 year. The obligations are SOld ks
Hanks N; 0, and D all of which are Jocated in
Municipality Z. By their terms ik oObligations
are freely transferable. altbough each d the
banks bar stated that it acquired the

obligations for Snrpos_es d Investment and
pot for resale. Obligationssimilar o the
obligations #cld by Municipality T are traded

in the market for municipal securities. The
obligelons issued by Municipality Z ared

type offered to tke public and &= therefore
regisvathonarequired under ¥ sL303-1 (B

(g) Cross-references. See section
103A(j)(1) for the registration -
requirement of certain mortgage subsidy
bonds issued after December 31.1981,
and § Ba.303A<1(a)[2] for the definition
o registered form for such obligations .
issued after December 31, 1981. and on
or before December #1. 1%&L See also
section 103(h] {requiring registration of
certain energy bonds issued on or after
October 18,1979).

L1631 Lrendad
E’-&mh qbﬂ-p‘nmm‘r-ttg'dm o
31, 1982, unlens maced b Ivgislered [orm,

(8) Denial of deduction generally.
Interest paid or accrued ona |
registration-required Obligation {as
defined in paragraph (b} of this section)
shall not be allowed as a deduction
under section 163 or &ny other provision
of law unless such obligationisissued In
registered form (aSdefiged in § 5{,103-

1(c}).

- (b) Aegistration-required obligotion.
For purposes of &:ﬁmﬂmﬁ% (en:.r-n.:-:q.

“registration-required Obligation' means-
any obligation except any oneof the- .

following: - . -
(1) Ax obligationissued by a naturs] .

person. L .

(2) A= obligation not of a type offered
to the public. The determination @& tO
whether an obligation is not of a type
offered to the public &hall be based en
whether similar obligationsare infact-
publicly offeredor traded,

NOL oblifgation that has a mgturity
at the date of | ssue Of not mesethan 1.
ear. L

(4) An obligation issued before
JanuaryL 1983. An obliggtion first * -
issued beforeJanuar y1, 1883, shall not
be considered to have been issued on or
after such date merel y as a resull Of the
existence of afight on the part of the
holder of such obligation to convert guch
obligation fom registered ferm into
bearer formor asaresuli of the
exercise of such a right.

{8} An obligation descri bed ;,
subparagraph (1) of paragraph (c)
(relating to certa n obligations issued to
foreign persons).

[c) Obligations issued to foreign
persons—{1) Geneml rule. An obligation

-«

is described in this subparagraph {f— .
ably .

(i) There are arramgeaneats reason
designed to ensure that such obligation
will be sold (or resold in connection
with itsoriginal issuance] only toa
person who isnot a United States
person. and

(ii) In the case of an obligation which
is not in registered form-—

{A) Interest on such obligationis -
payable only outsidethe United States
and its possessions. and

{(B) On the face of such obligation
there is a statement that any United
States person Who holds such obligation
will be subject to limitations under the
United States income tax laws.
including the limitations provided in
sectionsi6s(j] and 1232(d).

(2) Rules for application d this -
paragraph ~{i) Obligations which -
SOtisfy paragraph {cli1ifij ofthis
section; coenversion into bearer or
registered form. An obligation. whether
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inally issued in registered or bearer

a. which satisfies the requirements of

agraph (c)(1)(i] of this section will

constitute a registration-required

igation. regardless of whether it is

verted from bearer into.registere

1 or from registered into bearer form,

t all times during which such -

igation is in bearer form it also

isfies the requirements of paragraph
‘1)(ii) (A) and (B) of this secion. -
Jure of such an obligation to satisfy

. requirements of paragraph (cy(1)(ii}

) and (B) of this section during such

je thal the obligation is in registered
m will not cause the obligation to be
egistration-required obligation.

'ii) Obligations in registered form
rich do not satisfy paragraph ()1} .
this section; conditions under which
ch obligations may be con verted into
arer form. [Reserved]

(iii) Arrangements reasonably

signed to ensure sole to non-United
ates persons. An obligation for which
ere are arrangements reasonably
:signed lo ensure that it will be sold

r resold in connection with its origin
suance) only to a person who is not &
nited States person shall include an
>ligation offered for sale outside the
nited States which. in connection with
s issuance. need not be registered
ader.the Securities Act of 1933 because
1ch obligation is intended for
istribution to persons who are not
‘nited States persons. For this purpose,
n obligation rold to United States
ersons within or without the United
tates on the basis of the exemption of
ection 4(2) of the Securities Act of 1933.
hall not be considered to be intended
5r distribution to persons who are not
Jnited States persons. An obligation
vhich is offered for sale outside the
Jnited States will not be considered to
»e required to be registered under the
securities Act of 1933 if the issuer, 10
eliance on the advice of independent
-ounsel received prior lo the issuance
hereof. determines in good faith that the
sbligation need not be registered under
the Securities Act of 1833 for the reason
that it is intended for distribution 1o
persons-who are not United States

-

persons. _
(iv) Interest poyable outside of the

United States. Interest will be
considered to be payable only outside
the United States or its possessions if
payment of such interest only can be
made upon presentation of a coupon. or .
upon the making of any other demand
for payment. outside the United States
and its possessions 1o the issuer or &
paying agent. The fact that payment is
made by a draft on & United Stales
bank. by & wire transfer from & United

States account. or by a direct transfer of

funds into an account maintained by the
payee in the United States does not
affect this result However, interest is

- considered to be paid within the United

Staies or its possessions if a coupon is
presented. or a demand for payment is
otherwise made, o the issuer or &
paying agent {whether a United States
or foreign person) in the United States or
its possessions even if the funds paid
are crediled to an account maintained
by the payee outside the United States -
or its possessions. :

(v) Determination on obligation-by-
obligation basis. A determination of
whether an obligation satisfies each of
the requirements of paragraphs (c)(1) (i)
and (ii) [A) and (b) of this section shall
be made on an obligation-by-obligation -
basis. . :

(d) Effective date. The provisions of
this section shall apply to obligations
issued after December 31, 1982, uniess
issued on an exercise of a warrant for
the conversion of a convertible
obligation if such warrant or obligation
was offered or sold outside the United
States without registration under the
Securities Act of 1933 and was issued
before August 10, 1982

{e) Obligations first issued after
December 31, 1982, where the right
exists for the holder to convert such
obligation from registered form into

bearer form. [Reserved]) ] .
{f) Examples. The application of this
section may be illustrated by the

following examples:

Example (1). All of the sbares of
Corporation X are owned by two individuals,
A and B. X desires to sell all of its assets to
Corporation Y, all of the sbares of which are
owned by individual C. Following the sale.
Corporation X will be completely liguidated.
As partial considerstion for the Corporation
X sssets, Corporation Y delivers a
promissory note 1o X. secured by a security
interest and morigage on the acquired assels.
The note given by Y to X is not of a type
offered to the public.

Example (2). Corporation Z has & credit
agreement with Bank M pursuant to-which
Corporation Z may borrow amounts not
exceeding $10X upon delivery of Z's note to
Bank M. The note Z deliversto M is notof 8
type offered 10 the public. .

Example (3). Individuals D and E operate a
retail business through partnership DE. D
wishes to Joan partnership DE $5X. DE's nole
evidencing the loan from D is not of & type

offered 10 the public.
Example (4). Individval F owns one-tbird. of

the shares of Corporetion W. F makes a cash
advance 1o W. W's note evidencing F's cash
advance is not of a type offered to the public.
Example (5). Closely-held Corporation R
places its convertible debentures with 30
individuals who are United Sates persons.
The offering is not required lo be registered
under the Securities Act of 1933. Similar

debentures are publicly ofifered and traded.
The obligations are not considered of a type
not offered to the public.

Exomple (6). Ln 1880, Corporation V Issued
fls bonds due in 1988 through an oflering
registered with the Securities and Exchange
Commission. Although the boads were '
initially issued in registered form. the terms
of the bonds permit a holder, at his option. to
convert 8 bond into bearer form at any time
prior to maturity. Similarly, a person who
holds & bond in bearer form may. atl any time.
have the bond converted into registered form.

(i) Assume G bought one of Corporetion
Vs bonds upon the original issuance in 1980
In 1983, G requests that V copven the bond
into bearer form. Except [or the change from:
registered to bearer form. the terms of the
bond are unchanged. The bond held by G is
not considered issued after December 31;
1982 under § 5£.283-1(b)(4). - S

(i) Assuroe H buys one of Corporation Vs -
bonds in the secondary market in 1983. The
bond H receives is in registered form. but H
requests that V convert the obligation into
bearer form. There is no other change in the

‘terms of the instrument. The boad held by H

is not considered issued afier December 31,

1982, under § 5{.183-1(b)({4).

(iii) Assume the same facts as in (i) :
that in 1984 | purcheses H'3 V Co?pg:l:iz:cpt
bond. which is in bearer form. I requests V to
convert the bond into registered form. There -
is no other change in the terms of the .
instrument. In 1985, { requests V to convert
the bond back into bearer form. Again. there
is no other change in the terms of the
instrurment The bond purchased by I is not

" _considered issued after December 31, 1982,

under § 5.163-1(b)(4). .
Example (7). Corporation U wishez to make

* a public offering of its debentures to United

States persons. U issues & master note to
Bank N. The terms of the note require that
any person who scquires an inlerest in the
nole must bave such interest reflected in a
book entry. Bank N offers for sale interests in
the Corporation U note. Ownership interests
in the note are reflected on the books of Bank
N. Corporation U’s debenture is considered
issued io registered form.

Example (8). Issuer S wishes 1o make a .
public offering of its deb! obligations 10
United States persons. The obligationg will
have & maturity in excess of ytar. On
November 1, 1982, the closing on the debt -
offering occurs. At the closing, the net cash
proceeds of the offering are delivered 10 S,
and S delivers a master note (o the
underwriter of the oflering. On January 2.
1983, S delivers the debt obligations to the
purchasers in definitive form and the master
note is cancelled. The obligations are not
regisation-required because they are
considered issued before january 1, 1983.

Example (9). In July 1983, Corporation T
sells an issue of debt Bbligations maturing in
1985 1o the public in the United States. Three
of the obligatlions of the issue are issued 1o )
in bearer forra. The balance of the obligations
of the issue are issued in registered form. The
terms of the registered and bearer obligations
are identical. The obligations issved 10 ] are
of a type offered to the public and are
regisiration-required obligalions. Since the
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ee obligations are issued in bearesr form. T
iubject to the tax imposed under section
1 with respect to the three bearer '

ligations. In addition, interest paid or .

crued on the three bearer obligations is not

ductible by T. Moreover, since the issuance
the three bearer obligations is subject to

x under section 4701, | is not prohibited
>m deducting losses on the obligations
ider section 185 (j) or from treating gain on
e obligations as capital gain under section . ~
32 {d). The balance of the obligations in the
sue do not give rise to liability for the tax : N
ader seclion 4701, and the deductibility of -
iterest on such obligations is not afiected by
:ction 163 {f).

Example (10). ‘Broker K acquires a bond
isued in 1980 by the United States Treasury
wough the Bureau of Public Debt. Broker K
ells interests in the bond to the public after
Jecember 31, 1982. A purchaser may acquire
n inferest in any interest payment falling
lue under the bond or an interest in the
srincipal of the bond. The bond is held by
Custodian L for the benefit of the persons
scquiring these interests. On receipt of
nterest and principal psyments under the
oond, Custodian L transfers the amount
received to the person whose ownership
interest corresponds 1o the bond component
giving rise to the payment. Under section” -
12328, each bond component is treated as an
obligation issued with original issve discount
equal to the excess of the stated redemption
price at maturity over the purchase price of
the bond component. The interests sold by X
are obligations of a type offered to the public. *
Further, the interests are, in accordance with
‘section 1232B, considered issued after
December 31, 1982 Accordingly, the interests

-are registration-required obligations under
§ 5£163-1 (b).

There is & need for immediate
guidance with respect 1o the provisions
contained in this Treasury decision. For
this reason, it is found impracticable to
issue it with notice and public procedure
under subsection (b} of section 553 of-
title 5 of the United States Code or
subject to the effective date limitation of
subsection (d) of that section.

{Sec. 103 (j). 163 (). and 7805 of the Internal

Revenue Code of 1954 {96 Stat. 596. 28 U.S.C.

103 (j): 96 Stat. 598, 26 U.S.C. 163 (f):.68A Stat.

917, 26 U.S.C. 7805), anid in section 310 of the

Tax Equity and Fiscal Responsibility Act of

1982 {96 Stat 595).
Roscoe L. Egger, Js.,
Commissioner of Internal Revenve.
Approved: November 6, 1882
Jeba E. Chapoton,
Assistont Secretary of the Treasury-
{FR Doc 282-31122 Filed 11482 11:40 80}
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