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BACKGROUND In the case of a “cash method debt in Section 1274A(d)(2) of the Code pro
strument,” as defined in § 1274A(c) ofvides that, for any debt instrument arising
In general, §8 483 and 1274 of thgne code, the borrower and lender mayut of a sale or exchange during any-cal
Code determine the principal amount of et to use the cash receipts and- digndar year after 1989, the dollar amounts
debt instrument given in conS|derat|on f%ursements method of accounting. I8ated in § 1274A(b) and § 1274A(c)-

traded property In addition, any interest -
on a debt instrument subject to § 1274 istrument, § 1274 does not appnd in adjustment for the calendar ye@my in-

. ST erest on the instrument is accounted f ; ; ; ;
taken into account under the original issug. "' T S S S R Iendeq{rease due to the inflation adjustment is
discount provisions of the Code. SeCtioﬂzder the cash method of accountirdy founded to the nearest multiple of $100
1274A, howevermodifies the rules under " (or, if the increase is a multiple of $50 and

88 483 and 1274 for certain types of delé‘\taSh method debt instrument is a quallnot of $100, the increase is increased to
instruments. led debt instrument that meets the-fol

. o : ) the nearest multiple of $100)The infla
In the case of a “qualified debt instru lowing additional requirements: (A) In

tge case of instruments arising out ofon adjustment for any calendar year is

ment,” the discount rate used for purpose the percentage (if any) by which the CPI

les or exchanges before January
of §8 483 and 1274 of the Code may not> y i
exc§e§ed 9 percent, compounded semi)r:lnnﬂlggo’ the stated principal amount doe¥" the preceding calendar year exceeds

ally. Section 1274A(b) defines a quali "0t €xceed $2,000,000, (Bhe lender the CPIdfor calegd?r yeatr] 1988. fSectlon
fied debt instrument as any debfl0es not use an accrual method of ad274A(d)(2)(B) defines the CPI for any
instrument given in consideration for the0UNnting and is not a dealer with respe@@alendar year as the average of the-Con
sale or exchange of property (other thalf the property sold or exchanged, (Cyumer Price Index as of the close of the
new § 38 property within the meaning ofS€ction 1274 would have applied to thd 2-month period ending on September 30
§ 48(b), as in ééct on the day before thedebt instrument but for an election undeof that calendar year

date of enactment of the Revenue Reco& 1274A(c); and (DAn election under

ciliation Act of 1990) if the stated princi 8 1274A(c) is jointly made with respectiNFLATION-ADJUSTEDAMOUNTS

pal amount of the instrument does not exto the debt instrument by the borrower

ceed the amount specified in § 1274A(bjgnd lender Section 1.1274A-1(c)(1) of For debt instruments arising out of
For debt instruments arising out of salethe IncomeTax Regulations providessales or exchanges after December 31,
or exchanges before January 1, 1990, thigles concerning the time faand manner 1989, the inflation-adjusted amounts

amount is $2,800,000. of, making this election. under § 12744are shown iMable 1.
Rev Rul. 97-56Table 1
Inflation-AdjustedAmounts Under § 1274A
Calendaryear 1274A(b)Amount 1274A(c)(2)(A)Amount
of Sale (qualified debt (cash method debt
or Exchange instrument) instrument)
1990 $2,933,200 $2,095,100
1991 $3,079,600 $2,199,700
1992 $3,234,900 $2,310,600
1993 $3,332,400 $2,380,300
1994 $3,433,500 $2,452,500
1995 $3,523,600 $2,516,900
1996 $3,622,500 $2,587,500
1997 $3,723,800 $2,659,900
1998 $3,823,100 $2,730,800
Note: These inflation adjustments were computed usind\lhegrban, Consumer
Price Index, 1982-1984 base, published by the Bureau of Labor Statistics.
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