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Withdrawal of Guidance Under
Section 1291 Relating to Mark-
to-Market Elections for RICs

Notice 99–14

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Partial withdrawal of proposed
regulations.

SUMMARY:  This document withdraws
§1.1291–8 of the notice of proposed rule-
making (INTL–941–86, 1992–1 C.B.
1124) that was published in the Federal
Register on April 1, 1992, providing
guidance under the passive foreign invest-
ment company (PFIC) rules relating to the
mark to market election for regulated in-
vestment companies (RICs) that are
shareholders of PFICs.

DATES: Section 1.1291–8 of the pro-
posed regulations published at 57 FR
11024 (April 1, 1992) is withdrawn Feb-
ruary 2, 1999.

FOR FURTHER INFORMATION CON-
TACT:  Robert Laudeman of the Office of
Associate Chief Counsel (International),
Internal Revenue Service, 1111 Constitu-
tion Ave., NW, Washington, DC 20224.
Telephone (202) 622-3840, not a toll-free
number.

SUPPLEMENTARY INFORMATION:

Background

On April 1, 1992 (57 F.R. 110224), the
IRS issued proposed regulations provid-
ing, in part, an election under which cer-
tain RICs could mark to market their stock
in certain PFICs.  In the  Taxpayer Relief
Act of 1997 Congress enacted section
1296(e)(2) of the Internal Revenue Code,
which allows certain RICs to elect to mark
to market their PFIC stock.  Accordingly,
the IRS is withdrawing proposed regula-
tions §1.1291-8.  Future guidance will be
issued providing rules for all PFIC share-
holders, including RICs, on how to mark
to market certain PFIC stock.

Drafting Information

The principal author of this withdrawal
notice is Robert Laudeman, Office of the

Associate Chief Counsel (International).
However, other personnel from the IRS
and Treasury Department participated in
developing the withdrawal notice.

* * * * *

Partial Withdrawal of Proposed
Amendments to the Regulations

Accordingly, under the authority of 26
U.S.C. 7805, §1.1291–8 of the proposed
amendments to 26 CFR part 1 published
at 57 F.R. 11024 (April 1, 1992), is with-
drawn.

Robert E. Wenzel,
Deputy Commissioner of 

Internal Revenue.

(Filed by the Office of the Federal Register on Feb-
ruary 1, 1999, 8:45 a.m., and published in the issue
of the Federal Register for February 2, 1999, 64 F.R.
5015)

terms of a debt instrument results in an
exchange of the original debt instrument
for a modified instrument that differs ma-
terially either in kind or in extent.  Under
§ 1.1001–3, a modification of a debt in-
strument results in an exchange for pur-
poses of § 1.1001–1(a) if the modifica-
tion is significant.  A modification that is
not significant does not result in an ex-
change for purposes of § 1.1001–1(a).
Section 1.1001–3 applies to any modifi-
cation of a debt instrument, regardless of
the form of the modification (including
an exchange of a new instrument for an
existing instrument).

.03 Under § 1.1001–3(c), a modifica-
tion means any alteration, including any
deletion or addition, in whole or in part,
of a legal right or obligation of the issuer
or a holder of a debt instrument, whether
the alteration is evidenced by an express
agreement (oral or written), conduct of
the parties, or otherwise.

.04 In general, a modification of a debt
instrument is a significant modification
under § 1.1001–3 only if, based on all the
facts and circumstances, the legal rights
or obligations that are altered and the de-
gree to which they are altered are eco-
nomically significant.  Section 1.1001–
3(e) provides rules to determine whether
certain modifications, such as a change in
yield or the timing of payments, consti-
tute significant modifications.

.05 If the terms of a debt instrument are
modified to defer one or more payments
and the modification does not result in an
exchange under § 1.1001–3, § 1.1275–
2(j) provides rules to account for the mod-
ified debt instrument.  Under § 1.1275–
2(j),  solely for purposes of §§ 1272 and
1273 of the Internal Revenue Code, the
debt instrument is treated as retired and
then reissued on the date of the modifica-
tion for an amount equal to the instru-
ment’s adjusted issue price on that date.
As a result, the debt instrument is retested
for original issue discount based on the
instrument’s adjusted issue price and the
remaining payments, as modified, to be
made on the instrument.  If the debt in-
strument has original issue discount as a
result of the modification, both the issuer
and the holder account for the original
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