Section 1275.—O0ther On January 6, 1997, temporary regulafreasury Inflation-Indexed Securities is a
Definitions and Special Rules tions relating to the Federal income taxjualified reopening for purposes of

treatment of inflation-indexed debt instru81.1275-2(d) even though the reopening
26 CFR 1.1275-R Special ruleselating to debt ments T.D. 8709, 1997-1 C.B. 167) wereis not intended to alleviate an acute, pro-
instruments (temporary). published in theFederal Registe (62 tracted shortage of the origin@teasury
T.D. 8840 F.R. 615). Section 1.1275-7T(g) of thosesecurities.

temporary regulations provided rules for For debt management and liquidity
DEPARTMENT OF THE TREASURY the treatment of certain reopenings ofoncerns, taTreasury Department has de-

Internal Revenue Service Treasury Inflation-Indexed Securities.cided that it needs the ability to reopen an
26 CFR Part 1 On September 7, 1999, 81.127%-wWas issue & Treasury securities within one
redesignated as §1.1275-T.[). 8838, yea. Therefore, the temporary regulations
Reopenings of Treasury 1999-38 I.R.B. 424 [6E.R. 48545)). in this document (§1.1275-2T) revise the
Securities; Original Issue Exol , . rules for when a reopening is a qualified
Discount xplanation of Rovisions reopening by eliminating the acuteopr

_ The Secretary of thTreasury is autho- tracted shortage requirememts a result,
ﬁ‘SSE)NngéSJ;temal Revenue Servicej,qq (o isse Treasury securities, including the Treasury Department can reopen an

Treasury Inflation-Indexed Securities, andSSu€ of outstandqTreasury securities at

_ : to prescribe terms and conditions for theffY time within 12 months after the issue
ACTION: Temporary regulations. . iti
porary reg issuance and sale. @freasury Depart- date of the securities for any reason anc

SUMMARY: This document contains Ment sells securities throughout theryea fthe securities will be fungible for Federal
temporary regulations relating to the Fed- N January 1992, #nTreasury Depart- "MOMe fax purposes.

eral income tax treatment of reopeningg'ent determined that it will be prepared The temporary regulations also revise

regulations change the definition of dity to the public when an acute, gpr issue date Ofé:m issué Tfrea?\lury sect:)un-z
qualified reopening The text of the tem- tracted shortage develop$hese reopen- t|e38auct|orf1le 0?] or after wc;_vem er e
porary regulations also serves as the tek}dS are necessary to preserve the ’.tFo reflect ch agge; n obreazsu?é%
of the proposed regulations set forth i#ntegrity and #icient functioning of the SﬁCL_Jr“ I€s are [S)O - onNovem Er p
REG-115932-99 on page 583 of this BulMarket n Treasury securities. SeeeD [N© Tréasury bepartment switct el rom
letin. The regulations in this documentPartment of te Treasuy, Securities and 2" gver?ge p|r||'ceTauct|on o a single price
provide needed guidance to holders of rd&&xchange Commission, and Board ofuction for sellig Treasury securities.

. In response to comments, the IRS is
openedlreasuy securities. Governors of the Federal Reserve Sys- i o _
P y tem Joint Report on the Government SePOPOSINg rules for reopenings of debt in-
DATES: The regulations areffective curities MarketJanuary 1992). struments other timaTreasury securities.

November 5, 1999. In order to ensure that the original anP€€ the proposed rules in REG-

additiona Treasury securities are fungi-119932-99 on page 583.
FOR FLRTHER INFORMATION CON-  ble, §1.1275-2(d) provides that the addig

TACT: William E. Blanchard, (202) 622- tiond Treasury securities issued in a re-
3950 (not a toll-free number). opening are part of the same issue as thelt has been determined thatstfireasury
origind Treasury securities if (1) the addi-decision is not a significant regulatory ac-
tiond Treasury securities have the samton as defined in Executive Order 12866.
terms as the origimalreasury securities, Therefore, a regulatory assessment is nc
(2) the additionTreasury securities arerequired. It also has been determined tha

Sections 163(e) and 1271 through 1278sued not more than 12 months after theection 553(b) of #nAdministrative Pro-
of the Internal Revenue Code (Code) proarigind Treasury securities were first is-cedue Act (5 U.S.C. chapter 5) does not
vide rules for the Federal income taxsued to the public, and (3) the additionahpply to these regulations and, because th
treatment of interest and original issudreasury securities are issued in a reoperegulations do not impose a collection of
discount (OID). On February 2, 1994jng intended to alleviate an acute, proinformation on small entities, the Regula-
final regulations relating to these sectiontacted shortage of the origindfeasury tory Flexibility Act (5 U.S.C. chapter 6)
of the Code T.D. 8517, 1994-1 C.B. 38) securities (a qualified reopeningAs a does not appl Pursuant to section 7805(f)
were published in th&ederal Register result, any discount generated upon the isf the Code, these temporary regulations
(59 FR. 4799). Section 1.1275-2(d)(2)suance of the additiohdreasury securi- will be submitted to the Chief Counsel for
of the regulations provides rules for thdies in the reopening is market discounfdvocacy of the Small Businggdminis-
treatment of certain reopening$ Trea- rather than OID. tration for comment on their impact on
sury securities. Under 81.1275-7(g), a reopening oémall busiess.
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Drafting Information §1.1275-7 Inflation-indexed debt (B) Original Treasury securitiesOrig-
instruments. inal Treasury securities are securities

The principal author of the regulations comprising any issue of outstangifrea-
1 Al 1 H * * * * *
is William E. Blanchard, @ice of Assis- sury securities.

tant Chief Counsel (Financial Institutions(g) [Reserved] (C) Qualified reopening A qualified
and Products). Howeweother personnel reopening is a reopening that occurs no
from the IRS ad Treasury Department * ok ok ko k more than one year after the origiieea-
participated in their development. Pa. 3. Section 1.1275-2 is amended b§Ury Securities were first issued to the pub-
* % % % % revising paragraph (d) to read as followsIC- For reopenlngsfoTregsury securities
(other tha Treasury Inflation-Indexed Se-
Adoption d Amendments to the §1.1275-2 Special ruleslating to debt curities) that occur prior to November 5,
Regulations instruments. 1999, a qualified reopening is a reopening
. ] e x r ox = of Treasury securities that satisfies the pre:
Accordingly, 26 CFR part 1 is amended ceding sentence and that was intended t
as follows: (d) [Reserved] For further guidanceglleviate an acute, protracted shortage o
PART 1—INCOME TAXES see §1.1275-2T(d). the origina Treasury securities.
KoK Kk K 8§1.1275-7 [Amended]

Paragraph .1 The authority citation for
part 1 is amended by adding an entry in Pa. 4. Section 1.1275¥is added to  Pa. 5. Section 1.1275-7 is amended

numerical order to read in part as followstead as follows: by removing and reserving paragraph (g).
Authority: 26 U.S.C. 7805 * * * . )
Section 1.1275-P also issued under 2681.1275-2 Special ruleselating to David A. Mader,
U.S.C. 1275(d). *** debt instruments (temporary). Acting Deputy Commissioner
Pa. 2. Section 1.1271-0 is amended (a) through (c) [Reserved] For further of Internal Revenue.
by: .
. guidance, see §1.1275-2(a) through (c).
L ReV|S|rr]1gbthe entry for 81.1275-2(d) (4 special rules forfreasury securi- Approved October 29, 1999.
in paragra . - : : :
g Agdir? :Em)entr for §1.1275T2in ties—(1) Issue price and issue datei) Jonatharalisman,
- A g an entry . In general The issue price of an issue of Acting AssistanSecetary
| order in paragraph (b). Hia ; _
numerical o Treasury securities is the price of the se of theTreasuy.
~ 3. Reuvising the entry for 81.1275-7(gkyrities sold at auction. In addition, the
in paragraph (b). issue date of the issue is the first settl@Filed by the dfice of the Federal Register on No-

The revisions and additions read as foly,ent date of a substantial amount of theember 3, 1999, 8:45 a.m., and published in the
lows: securities issue of the Federal Register for November 5, 1999

" . . 64FR. 60342
(i) Treasury securities auctioned be- )

fore November 2, 1998For an issue of
Treasury securities auctioned before-N
ok ko ox ok vember 2, 1998, the issue price of the
issue is the average price of the securities
sold. In addition, the issue date of the
ok % %k issue is the first settlement date on which
a substantial amount of the securities in
§1.1275-2 Special ruleglating to debt  the issue is sold.
instruments. (2) Reopenings offreasury secu-
rities—(i) Treatment of additionalrea-
sury securities Additional Treasuy secu-
(d) [Reserved] rities issued in a qualified reopening are
part of the same issue as the origifrea-
sury securities and have the same issue
price and issue date as the oridifeea-
sury securities This paragraph (d)(2) ap-
plies to qualified reopenings that occur on

8§1.1271-0 Original issue discount;
effective date; table of contents.

(b)***

§1.1275-2 Special ruleselating to debt
instruments (temporary).

(8 through (c) [Reserved] or after March 25, 1992.
(d) Special rules foTreasury securities. (i) Definitions—(A) Additional Trea-
(1) Issue price and issue date. sury securities Additional Treasuy secu-

(2) ReopeningsoTreasury securities. rities ae Treasury securities with terms
that are in all respects identical to the

ok ok terms of the originarreasury securities.



