Section 1275.— Other ulations provide guidance to holders ar

Definitions and Special Rules issuers of these debt instruments .

DATES: Effective Date These regula-

tions are effective March 13, 2001.
Applicability Dates For dates of ap-

T.D. 8934 plicability, see §81.163-7(f), 1.1275-1(f)

i 1.1275-2(d), and 1.1275-2(k)(5).
i)EPARTMENT OF THE TREASURY
_ dnternal Revenue Service FOR FURTHER INFORMATION CON-

€ 26 CFR 1.1275-2: Special rules relating to debt
A04nstruments.

TACT: William E. Blanchard, (202) 622-
| ?26 CFR Part 1 3950 (not a toll-free number).
xt, .
. 'Reopenings of Treasury SUPPLEMENTARY INFORMATION:
1IOP§ecur|t|es and Other Debt
Le Instruments; Original Issue Background
pal%lscount On November 5, 1999, temporary regt

GENCY: Internal Revenue Servicelations were published in thieederal

)(ii IRS), Treasury. Register (64 FR 60342) that revised the
r the _ _ rules for when a reopening of Treasury s
ACTION: Final regulations. curities is a qualified reopening. The ten

SUMMARY: This document contains Porary regulations eliminated the acute
final regulations relating to the federal inProtracted shortage requirement that w
come tax treatment of debt instruments id! 81.1275-2(d).  See §1.1275-2T(d) ¢

sued in certain reopenings. The final regh€ temporary Income Tax Regulation:
As a result, additional Treasury securitie

issued in a reopening are part of the sar
issue as the original Treasury securities
d- (1) the additional Treasury securities hav
ss, the same terms as the original Treasu
securities, and (2) the additional Treasu
securities are issued not more than ol

aph year after the original Treasury securitie
nce were first issued to the public.
h to On November 5, 1999, proposed regt

lations (REG-115932-99, 1999-2 C.E
583) also were published in ti&deral

Register (64 FR 60395) that, for the first
time, provided rules for reopenings o
debt instruments other than Treasury s

X curities. See 81.1275-2(k) of the prc
ad- :
posed Income Tax Regulations.
Although a public hearing on the pro
aoh posed regulations was held on March 2
P 2000, no one testified at the hearing
it the .
) Eight comment letters, however, were re
S: X k
ceived on the proposed regulations. Tl
g proposed regulations, with certair
changes to respond to the comments, ¢
adopted as final regulations.
Explanation of Provisions
tes.
4 Reopenings
SS, A. General description
In certain circumstances, an issue
is would like to reopen an existing issue ¢
s end debt instruments (that is, sell additione

amounts of debt instruments with term



that are identical to the terms of the origionly way the subsequently sold debt in- The 107.5 percent test was designed fti
nal debt instruments and with the samstruments can be distinguished is if thegive some relief to the reopening of rela-
CUSIP number and tax characteristics ame assigned new CUSIP numbers. Thévely short-term issues (that is, issues
the original debt instruments). In mostifferent tax treatment and the assignmentith a remaining term of ten years or
cases, the purpose of the reopening is & new CUSIP numbers prevents the deléss), which tend to be the most impactec
create a large, liquid issue of debt instrunstruments from being fungible and by the OIDde minimisrules. In addition,
ments. However, during periods of risinghereby, defeats the purpose of the rehe 107.5 percent test, which is testec
market interest rates, the original issuepening. seven days before the anticipated pricing
discount (OID) provisions of the Code . date, would give the issuer an indication
) o . B. Proposed regulations . )
can effectively prohibit reopenings, espe- as to whether the reopening would be ¢
cially if the additional debt instruments |n an attempt to strike a balance bequalified reopening. The 115 percent tes
are not considered part of the same isst@een the tax policy concern about th&vas designed to prevent, in a situation ir
as the original debt instruments. conversion of OID into market discountwhich interest rates were to move sharply
If the debt instruments sold in the reand the need to have the tax rules refleoppward in the period between the an-
opening are considered part of the origieurrent capital market practices, the proaouncement date and the issue date,
nal issue, they have OID only to the exposed regulations specified when debt irconversion of a significant amount of
tent the debt instruments in the originastruments issued in a reopening are cofID into market discount.
issue have OID. Thus, if the original debsidered part of the same issue as thg Final lati
instruments were issued without OID, theriginal debt instruments (a qualified re-—" "o reguiations
subsequently sold debt_instruments a_IS@pening)_ (As noted above, §1.1275-(-1) Fixed Reopening Period
do not have OID. In this case, any dis2T(d) provides rules to determine when a
count on the subsequently sold debt inreopening of Treasury securities is a qual- Commentators suggested that the fina
struments generally is market discountfied reopening.) regulations extend the one-year rule fot
not OID. Conversely, if the subsequently Under §1.1275-2(k) of the proposedeopenings of Treasury securities to othe
sold debt instruments are a separate isstggyulations, a reopening of debt instruissuers. In support of this change, com
for tax purposes, any discount that arisesents is a qualified reopening if: (1) thenentators stated that different rules will
as part of their issuance is OID if it equalgriginal debt instruments are publiclyimpede the ability of U.S. issuers to com-
or exceeds the Ollle minims amount traded; (2) the issue date of the addition@iete with foreign issuers for investors’
for the debt instruments. debt instruments (treated as if they were fgnds and will affect the ability of non-
The holder and issuer have differenseparate issue) is not more than sikreasury issuers to make their dollar-de-
consequences depending upon whethetonths after the issue date of the origindlominated issues attractive alternatives t
the discount is characterized as OID odebt instruments; (3) seven days beford.S. Treasury securities as benchmark
market discount. For a holder, the prithe date on which the price of the addifor prevailing market interest rates. They
mary difference is whether the holder hagional debt instruments is established, thalso stated that an extended period (fron
to include the discount in income on aield of the original debt instrumentssix to twelve months) is often required in
current basis as it accrues. If it is OID(based on their fair market value) is noerder to aggregate sufficient debt is-
the holder must include the accruals in inmore than 107.5 percent of the yield osuances to create a large liquid issue an
come currently; if it is market discount,the original debt instruments on theithat many holders of reopened debt in-
the holder generally does not have to inssue date; and (4) the yield of the addstruments are tax-indifferent parties.
clude discount in income until the debt intional debt instruments (based on the sales!f the one-year rule is not adopted in
strument is disposed of or redeemed. Iprice of the additional debt instruments) ighe final regulations, some commentator:
general, an issuer’s interest deductiono more than 115 percent of the yield oguggested that the final regulations pro-
does not depend on whether the discouttie original debt instruments on theivide a fixed period of less than one year ir
is OID or market discount. However, thessue date. For purposes of the yield tesihich there would be no restrictions on
issuer’s reporting obligations depend oif the original debt instruments were isfeopenings (for example, a period of six
whether the discount is OID or markesued with no more than é&e minimis months for non-Treasury securities with
discount. If the subsequently sold debdmount of OID, the coupon rate of thean original maturity of less than ten years
instruments are part of a separate issugiginal debt instruments is used ratheand nine months for non-Treasury securi
and if the discount is OID, the issuer (or ghan the yield. A qualified reopening alsdies with an original maturity of at least
broker or middleman) generally is redincludes a reopening of original debt inten years). In addition, other commenta-
quired under section 6049 to make OlRtruments if the first two conditions de-tors suggested that the final regulations
information reports for these debt instruscribed above are met and the additiongxtend the one-year rule to reopenings o
ments. To comply with this reportingdebt instruments (treated as a separai@suers whose securities are treated a
obligation, the issuer must be able to digssue) are issued with no more thadea government securities for U.S. securities
tinguish the subsequently sold debt instruminimis amount of OID. A qualified re- law purposes.
ments (which require OID information re-opening, however, does not include a re- After careful consideration of these
ports) from the originally sold debtopening of tax-exempt obligations or concomments, the IRS and the Treasury De
instruments. As a practical matter, théingent payment debt instruments. partment have decided not to adopt thes



suggestions. Congress adopted differeptess release, a news item posted on aln response to the comments, the final
statutory regimes for OID and market dispublic messaging service such as Reuterggulations adopt a single yield test to de-
count. The IRS and the Treasury Deparffelerate, or Bloomberg, or a posting ortermine if the reopening is a qualified re-
ment believe that adopting the commentdhe issuer’s public web site. (Because thepening. Under the final regulations, the
tors’ suggestions would not strike theransaction is a reopening, the paymentield test is satisfied if, on the date on
appropriate balance between the statutotgrms of the securities to be issued will berhich the price of the additional debt in-
scheme and providing some flexibility forknown in advance based on the priostruments is established (or, if earlier, the
issuers. Additionally, the reopening ofissue.) Atest based on a public announcannouncement date), the yield of the orig-
Treasury securities does not produce a poient date would be fairly easy to admininal debt instruments (based on their fair
tential mismatch between the issuer’s inister for both issuers and the governmentnarket value) is not more than 110 per-
terest deductions and the holder’s incomiloreover, if an announced reopeningent of the yield of the original debt in-
inclusions. transaction is not priced within a customstruments on their issue date (or, if the
(2) Yield Test ary commercial _time f_rame, it is likely or_iginal debt instrume_n_ts_were issued
that the transaction will be re-evaluatedvith no more than de minimisamount of

Commentators suggested that the twa@and subsequently re-announced on a lat&D, the coupon rate). For purposes of
part yield test be replaced with a singlelate that could serve as the appropriatbe yield test, the announcement date is
yield test. According to the commentaannouncement date for the yield test.  the later of seven days before the date or
tors, by the time a reopening is priced, According to another commentatorwhich the price of the additional debt in-
dealers, traders, and investors haveach reopening should be tested on tistruments is established or the date or
arranged their affairs in reliance on thearlier of the pricing date or the anwhich the issuer’s intent to reopen a secu-
issue coming to market, and the issuer haouncement date of a reopening. Thety is publicly announced through one or
earmarked the proceeds for use in its busermannouncement datould be defined more media, including an announcement
ness. In addition, many of the particias the later of seven days before pricing eeported on the standard electronic news
pants have arranged hedges and otheite date on which an issuer’s intent to reservices used by security broker-dealers
transactions around the reopening. lopen a security is reported on the standafior example, Reuters, Telerate, or
those cases in which the second-yield testectronic news services used by securigloomberg). The test rate of 110 percent
would not be met (which would be causetroker-dealers. This rule would accomin the final regulations reflects a compro-
by unexpected market volatility), a canimodate issuers who announce and prigeise between the 107.5 percent test rate
celled reopening could generate lost ecoeopenings on the same day as well as the proposed regulations and the 115
nomic costs for these capital market parfreasury and non-Treasury issuers whpercent test rate suggested by the com
ticipants. In addition, the second tesannounce reopenings up to 7 days beforeentators.
would create_ marketing and credibilitypricing. _ _ (3) Six-Month Period
concerns for issuers. According to a third commentator, an

Most of the commentators suggestetssuer should be permitted to satisfy any Some of the commentators suggestec
that any yield test should be applied eitherield test by demonstrating that the teghat the six-month period be extended to
on the pricing date or the announcementas satisfied on any one of the seven dagse year. According to the commentators,
date. According to one commentator, thprior to the date on which the price of thenany issuers have specific funding needs
yield test should be applied by an issueadditional debt instruments was estabthat arise sporadically over the course of a
on a single date that is the announcemeimthed. year or, in the case of foreign sovereign
date for the reopening transaction, pro- Based on historical evidence, the comissuers, are often fiscally constrained
vided the pricing date for the transactiomentators stated that the 107.5 percefrom reopening issues within a six-month
occurs thereafter within a period consistest in the proposed regulations would ngieriod. Therefore, an extended period
tent with customary commercial practicehave been met in a number of cases f{from six to twelve months) is required in
Although customary commercial practicevhich a reopening would be economiorder to aggregate sufficient debt is-
may vary somewhat by issuer and marketally desirable. Therefore, the commensuances to create a large, liquid issue. Be
the period between the announcemetéators suggested that any yield test shoutthuse the extension of the six-month pe-
date and the pricing date is usually fivdbe based on 115 percent of the yieldod would increase the likelihood of the
business days or less. The yield tesather than 107.5 percent of the yieldconversion of OID into market discount,
should allow issuers to presume that ¥hile a 115 percent test also would nothe final regulations do not adopt this sug-
transaction is consistent with customarpe met in a number of cases, the commegestion.
commercial practice if the period betweenators stated that the 115 percent figur S

. . . 4) De MinimisTest

the announcement date and the pricingsed in the proposed regulations repre-
date is five business days or less. sents an acceptable middle ground. Some of the commentators suggestec

For public transactions, the commentafHowever, some commentators stated th#tat the final regulations clarify the treat-
tors suggested that the announcement datel15 percent test would be too low tonent of reopened debt instruments that
can be defined as the date that the reopegualify many reopenings of sovereigrare issued with no more tham@ minimis
ing transaction is publicly announcedlebt issued by emerging market goverramount of OID after the expiration of the
through one or more media, including anents.) six-month period (ale factoqualified re-



opening). According to the commentavide the appropriate relief for debt instrualso suggested that the final regulation:
tors, the proposed regulations apparentipents reopened after the six-month pestate that, for purposes of determining the

are stricter than current law in limiting ariod. adjusted issue price of the combined deb
de factoqualified reopening to one in N instruments, pre-issuance accrued intere:
which the reopened securities are issudgt Treasury securities on the additional debt instruments for
within six months after the issue date of which the issuer is compensated at is

the original debt instruments. As a result Th_e final regulations CONCerning re-q ance is not treated as part of the issu

. oo openings of Treasury securities are gener-. " .

there is uncertainty in the debt markets rice of the additional debt instruments.

where none existed for these securities ally the same as the temporary regul n effect, this suggestion would make the
" tions. See 81.1275-2(d)(2). In addition ’

The final regulations provide that a re- ) . . .~ fule in 81.1273-2(m) mandatory for debt

) : ! . under the final regulations, if a reopening . . o
opening (including a reopening of Trea- f Treasurv securities is not a qualified re_nstruments issued in a qualified reopen:
sury securities) is a qualified reopening iP? e Y 9 ing. Under § 1.1273-2(m), a taxpayer
o . > ‘opening under 81.1275-2(d)(2) (for ex- . : .
the original debt instruments are publicly mole. because the reopening date C&7 choose to determine the issue price ¢
traded and the additional debt instrumenta . <" P g a.debt instrument by excluding pre-is-

are issued with no more thaa minimis 1°"€ than one year after the issue date of

- . suance accrued interest. There does n(
. . the original Treasury securities), the re- .
amount of OID (determined without the0 ening is a qualified reopenina undes€e™ to be a compelling reason to mak
application of §1.1275-2(k)). As a result P g q cop 9 fhis rule mandatory for debt instruments
o ; - 81.1275-2(k) if the additional Treasury. ; o . L
the de minimistest is no longer limited to . : . issued in a qualified reopening when it is
; . . securities are issued with no more than a .
the six-month period after the issue dat L ; not mandatory for other debt instruments
o . e minimisamount of OID (determined ' .
of the original debt instruments. : o As a result, the final regulations do not
without the application of §1.1275-2(k)). . .
adopt this suggestion.

(5) Reopenings after the Six-Month

Period E. Issuer’s treatment F. Effective date

Some pf the com_mentators suggeste_d The propose_zd regulations require _the The rules in the final regulations for
_that the flqal regulations aII_ow_a reopenissuer to_take into account, as an afjJUS(H'uaIified reopenings (other than for Trea-
ing occurring after t_he expiration of_t_hement to its interest expense, any dn‘feréury reopenings subject to §1.1275-2(d)
fixed reopening period to_be a q_ua_hﬂedence between _the amoun_t_s paid by t ply to debt instruments that are part of ¢
reopening if the reopening satisfies &olders to acquire the add_|t_|0nal debt iNFeopening where the reopening date is ol
yield test that V\(ould limit the_ amount ofstruments _|ssued_ in a qu_al|f|ed reopeningy after March 13, 2001.

OID converted into market discount. Inand the adjusted issue price of the original

the experience of the commentators, adebt instruments. This difference wouldefinition of Issue

longer-term debt securities progress ieither increase or decrease the adjusted . .

age, they become less liquid as comparéssue prices of all of the debt instruments 1€ Proposed regulations define the
with shorter-term debt securities of equah the issue (both original and additionalf€'™ iSSue as two or more debt instru-
remaining life. (For example, a thirty-with respect to the issuer (but not th&"ents that (1) have the same credit an:
year debt issue with five years of remainholder). The issuer would then, as of thBayment terms, (2) are issued either pur
ing life generally can be expected to beeopening date, recompute the yield of the!@nt to & common plan or as part of a sin
less liquid than an otherwise identicabiebt instruments in the issue based on tHK€ fransaction or a series of related trans
new five-year issue.) The ability to re-aggregate adjusted issue price and the &tions, and (3) are issued within a perioc
open a security throughout its life wouldmaining payment schedule of the debt in2f 13 days beginning with the date on
help issuers increase the liquidity of theistruments. The issuer would use this rdvhich the first debt instrument that would
longer-term issues as needed to addressmputed yield for purposes of applyind®® Part of the issue is issued to a perso
such competitive concerns. This abilitthe constant yield method to determine t8ther than a bond house, broker, or simila
would be highly valuable to private sectorccruals of interest expense over the r@€rson acting in the capacity of an under
and government-sponsored enterprise isaaining term of the debt instruments ifVriter, placement agent, or wholesaler.
suers; therefore, it would be appropriatéhe issue. The final regulations generally are the
to allow it so long as a yield test ulti- One commentator suggested that thi”Me &s the proposed regulations but fc
mately limits the amount of OID that canadjusted issue price of the combined defff€ additional requirement that the debt in-
be converted into market discount. Foinstruments simply should be the sum oft'uments be issued on or after March 13
example, the final regulations could perthe issuer’s adjusted issue price in thé001. The final regulations also provide
mit an issuer (including the Treasury Deeriginal debt instruments on the reopencet@in transition rules if the debt instru-
partment) to reopen a security after thing date and the issue price of the addients are issued prior to March 13, 2001.
fi_xed reopening period if a 10 percentional debt instrumenf[s determine_d as ifssye Price of Treasury Securities
yield-change test is met. they were a separate issue. The final reg-

The final regulations do not adopt thisulations do not adopt this suggestion; the Under §81.1275-2T(d)(1), the issue
suggestion. The IRS and the Treasumule in the proposed regulations is mor@rice of an issue of Treasury securities
Department believe that the changes taccurate than the rule suggested by ttaictioned before November 2, 1998, is
the de minimistest described above pro-commentator. The same commentatdhe average price of the securities sold



and the issue price of an issue of Treasury Authority: 26 U.S.C. 7805 * * * the reopening date) by @de minimis
securities auctioned on or after November Par. 2. Section 1.163-7 is amended bgmount (within the meaning of

2, 1998, is the price of the securities sold 1. Revising paragraph (e). 8§1.1273-1(d)), the issuer may use the
at auction. The change to the definition 2. Adding a new paragraph (f). rules in paragraph (b) of this section to
of issue price for Treasury securities in The revision and addition read as foldetermine the issuer’s accruals of interest
the temporary regulations reflected théows: expense.

Treasury Department’s switch on Novem- (5) Effect of adjustments on issuer’s ad-

ber 2, 1998, from an average price auctioﬁnlb%f:g_t? Ded;,lction for OID on certain jsteq issue price The adjustments made
ebt instruments.

to a single price auction for selling Trea- under this paragraph (e) are taken into ac:
sury securities. However, in order t0o acz « » % * count for purposes of determining the is-
commodate all types of auction tech- (e) Qualified reopening—(1) In gen- suer’s adjusted issue price under
niques and because the rule for an averaggy|” |n a qualified reopening of an issu1-1275-1(b).

price auction, when applied to a singleys yept instruments, if a holder pays more (6) Definitions The termsadditional
price auction, produces the same result 83 |ass than the adjusted issue price of tffebt instrument, original debt instrument,
the rule for a single price auction, th%riginal debt instruments to acquire an acdfualified reopeningandreopening date
final regulations provide that the issugjitional debt instrument, the issuer tregtd@ve the same meanings as in
price of an issue of Treasury securities igis difference as an adjustment to the i§81.1275-2(k).

the average price of the securities sold. g ,or's interest expense for the original (f) Effective dates This section (other

Special Analyses and additional debt instruments. As proth@n paragraph (e) of this section) applies

vided by paragraphs (e)(2) through (5) ofo ert instruments issued on or after

It has been determined that this Treathis section, the adjustment is taken int@Pril 4, 1994. Taxpayers, however, may
sury decision is not a significant regulaaccount over the term of the instrumerf€ly On this section (other than paragraph
tory action as defined in Executive Ordeusing constant yield principles. (e) of this section) for debt instruments is-
12866. Therefore, a regulatory assess- (2) Positive adjustmentlf the difference SU€d after December 21, 1992, and before
ment is not required. It also has been dés positive (that is, the holder pays moré'Pril 4, 1994. Paragraph (e) of this sec-
termined that section 553(b) of the Adthan the adjusted issue price of the origin&°n applies to qualified reopenings where
ministrative Procedure Act (5 U.S.C.debt instrument), then, with respect to th§1® reopening date is on or after March
chapter 5) does not apply to these regulésuer but not the holder, the difference int3, 2001. )
tions and, because the regulations do noteases the aggregate adjusted issue price§a" 3. In 81.1271-0, paragraph (b) is
impose a collection of information onof all of the debt instruments in the issue?mended by:
small entities, the Regulatory Flexibility both original and additional. 1. Adding entries for paragraphs (f)(1),
Act (5 U.S.C. chapter 6) does not apply. (3) Negative adjustmentlf the differ- (0(2), ((3), an_d ()(4) of §1-1275—1“-
Pursuant to section 7805(f) of the Codeence is negative (that is, the holder pays 2 R:emovmg the language “[Re-
the notice of proposed rulemaking preless than the adjusted issue price of theerved]” from the entry for paragraph (d)
ceding these regulations was submitted riginal debt instrument), then, with re-2nd adding entries for paragraph (d) of
the Chief Counsel for Advocacy of thespect to the issuer but not the holder, th%l'1275__2- _
Small Business Administration for com-difference reduces the aggregate adjusted: Adding entries for paragraph (k) of
ment on its impact on small business. issue prices of all of the debt instrument§1'1275_2' ) _
in the issue, both original and additional. Removing the entries for

(4) Determination of issuer’s interest31-1275-2T.

accruals As of the reopening date, the is- 5. R:emoving the language “[Re-
suer must redetermine the yield of th&€rved]” from the entry for paragraph (g)
And adding an entry for paragraph (g) of

Drafting Information

The principal author of the regulations i
William E. Blanchard, Office of the Associ- , X .
ate Chief Counsel (Financial Institutiongl€Pt instruments in the issue for purpos

f applying the constant yield method de§1'1275_7_'_ .
]zcarg(r:in ng?;cstsa)lﬁdq'?;\es\;er; Sér:)zrtrrféi?gggcribed in §1_1272—:.L(b) to determine the V‘\I/'ge revisions and additions read as fol-
ticipated in their development. issuer’s a_cgruals of interest expense oviws:
ok % k% the remaining term of the debt instrug1 12710 Original issue discount;
ments in the issue. This redeterminedsfective date: table of contents.
Adoption of Amendments to the yield is based on the aggregate adjusted
Regulations issue prices of the debt instruments in the* * * *

)***

_ _ issue (as determined under this paragrajh
Accordingly, 26 CFR part 1 is amendede)) and the remaining payment schedufe® * * *
as follows: of the debt instruments in the issue. If thg, 1575 1 pefinitions.
Part 1—INCOME TAXES aggregate adjusted issue prices of the debt
instruments in the issue (as determinet* * * *
Paragraph 1. The authority citation founder this paragraph (e)) are less than tt® Issue
part 1 is amended by removing the entrgggregate stated redemption price at mét) Debt instruments issued on or after
for 8§1.1275-2T to read in part as followsturity of the instruments (determined as oMarch 13, 2001



(2) Debt instruments issued before Marcimore debt instruments are part of théolders) the same adjusted issue price &

13, 2001 same issue if the debt instruments—  the original Treasury securities. This
(3) Transition rule (i) Have the same credit and paymerparagraph (d)(2) applies to qualified re-
(4) Cross-references for reopening anderms; openings that occur on or after March 25
aggregation rules (i) Are sold reasonably close in timel992.
*okok ok k either pursuant to a common plan or as (ii) Definitions—(A) Additional Trea-

. ) part of a single transaction or a series afury securities Additional Treasury secu-
81.1275-2 Special rules relating to debtg|5teq transactions; and rities are Treasury securities with terms
Instruments. (iii) Are issued on or after April 4, that are in all respects identical to the
I ——— 1994, and before March 13, 2001. terms of the original Treasury securities.

(3) Transition rule If the issue date of (B) Original Treasury securitiesOrig-
(1) Issue price and issue date any of the debt ins_truments that _Would bt_nal T_re_asury s_ecurities are sgcurities
(2) Reopenings of Treasury securities part of the same issue (determined as ¢bmprising any issue of outstanding Trea-
I — each debt instrument were part of a sepaury securities.

(k) Reopenings rate issue) is_ on or after March 13, _2001, (C) Qualified reopening—reopenings
(1) In general then the definition of the ternssuein on or after March 13, 2001 For a re-
(2) Definitions paragraph (f)(1) of this section applie®pening of Treasury securities that occurs
rather than the definition in paragraplon or after March 13, 2001, a qualified re-
(N(2) of this section to determine if theopening is a reopening that occurs no
debt instruments are part of the sammore than one year after the original Trea

(d) Special rules for Treasury securities

(3) Qualified reopening
(4) Issuer’s treatment of a qualified re-
opening

(5) Effective date issue. sury securities were first issued to the
I —_— (4) Cross-references for reopening angublic or, under paragraph (k)(3)(iii) of
aggregation rules See 81.1275-2(d) andthis section, a reopening in which the ad-
81.1275-7 Inflation-indexed debt (k) for rules that treat debt instruments isditional Treasury securities are issued
instruments. sued in certain reopenings as part of amith no more than de minimisamount of
o xn issue of original (outstanding) debt instru©ID.
, ments. See §1.1275-2(c) for rules that (D) Qualified reopening—reopenings
£gj’t?fgpenlngs treat two or more debt instruments as hefore March 13, 2001 For a reopening

_single debt instrument. of Treasury securities that occurs before
Par. 4. In 81.1275-1, 'paragraph (f) 18 % x5 % March 13, 2001, a qualified reopening is a
revised to read as follows: Par. 5. In §1.1275-2, paragraph (d) ieeopening that occurs not more than ong

§1.1275-1 Definitions. revised and paragraph (k) is added to reaetar after the original Treasury securities
as follows: were first issued to the public. However,

*oKox kK . . for a reopening of Treasury securities
(f) Issue—(1) Debt instruments issuedils'tlrlf;i_nztSSpeCIal rules relating to Olebt(other than Treasury Inflation-Indexed
on or after March 13, 20Q1 Except as ' Securities) that occurred prior to Novem-
provided in paragraph (f)(3) of this sec* * * * * ber 5, 1999, a qualified reopening is a re:

tion, two or more debt instruments are (d) Special rules for Treasury securi-opening of Treasury securities that satis:
part of the same issue if the debt instruies—(1) Issue price and issue datdhe fied the preceding sentence and that wa

ments— issue price of an issue of Treasury securintended to alleviate an acute, protractec
(i) Have the same credit and paymerties is the average price of the securitieshortage of the original Treasury securi-
terms; sold. The issue date of an issue of Tredies.

(ii) Are issued either pursuant to a comsury securities is the first settlement date* * * *
mon plan or as part of a single transactioon which a substantial amount of the se- (k) Reopenings-(1) In general
or a series of related transactions; curities in the issue is sold. For an issudotwithstanding 8§1.1275-1(f), additional
(iif) Are issued within a period of thir- of Treasury securities sold from Novem-debt instruments issued in a qualified re-
teen days beginning with the date omber 1, 1998, to March 13, 2001, the issuepening are part of the same issue as th
which the first debt instrument that wouldprice of the issue is the price of the securbriginal debt instruments. As a result, the
be part of the issue is issued to a persdies sold at auction. additional debt instruments have the sam
other than a bond house, broker, or simi- (2) Reopenings of Treasuryissue date, the same issue price, and (wit
lar person or organization acting in the casecurities—(i) Treatment of additional respect to holders) the same adjuste
pacity of an underwriter, placement agenflreasury securities Notwithstanding issue price as the original debt instru-

or wholesaler; and 81.1275-1(f), additional Treasury securiments.
(iv) Are issued on or after March 13 ties issued in a qualified reopening are (2) Definitions—(i) Original debt in-
2001. part of the same issue as the original Treatruments Original debt instruments are

(2) Debt instruments issued beforesury securities. As a result, the additionalebt instruments comprising any single
March 13, 2001 Except as provided in Treasury securities have the same issugsue of outstanding debt instruments. Fo
paragraph (f)(3) of this section, two ormrice, issue date, and (with respect tpurposes of determining whether a particu



lar reopening is a qualified reopening, debt (A) The original debt instruments are§1.1275-2T [Removed]

instruments issued in prior qualified republicly traded (within the meaning of ) )

openings are treated as original debt instr§1.1273-2(f)); Par. 6. Section 1.1275-2T is removed.
ments and debt instruments issued in the (B) The reopening date of the addi- Par 7. In 81.1275-7, paragraph (g) is
particular reopening are not so treated.  tional debt instruments is not more tha@dded to read as follows:

_ (ii) Additiqnal debt instrumentsAo_ldi- _six month_s after the issue date of the ori%1_1275_7 Inflation-indexed debt

tional debt instruments are debt instrumnal debt instruments; and instruments.

ments that, without the application of this (C) On the date on which the price of

paragraph (K)— the additional debt instruments is estab=* * * *

(A) Are part of a single issue of debt indished (or, if earlier, the announcement (g) Reopenings For rules concerning a
struments; date), the yield of the original debt instrureopening of Treasury Inflation-Indexed

(B) Are not part of the same issue as thments (based on their fair market value) iSecurities, see paragraphs (d)(2) anc
original debt instruments; and not more than 110 percent of the yield ofk)(3)(iii) of §1.1275-2.

(C) Have terms that are in all respectthe original debt instruments on their * * * *
identical to the terms of the original debissue date (or, if the original debt instru-
instruments as of the reopening date.  ments were issued with no more thasea

(i) Reopening date The reopening minimisamount of OID, the coupon rate).
date is the issue date of the additional debt (iii) Reopening with de minimis OID

instruments (determined without the apA reopening (including a reopening Oprproved December 29, 2000.

Robert E. Wenzel,
Deputy Commissioner
of Internal Revenue.

plication of this paragraph (k)). Treasury securities) is described in this

(iv) Announcement date The an- paragraph (k)(3)(iii) if— Jonathan Talisman,
nouncement date is the later of seven days(A) The original debt instruments are Assistant Secretary of the Treasury.
before the date on which the price of thpublicly traded (within the meaning of
additional debt instruments is establisheg1.1273-2(f)); and (Filed by the Office of the Federal Register on January

él, 2001, 8:45 a.m., and published in the issue of the

or the date on which the issuer’s intent to (B) The additional debt instruments ar )
Federal Register for January 12, 2001, 66 FR 2811)

reopen a security is publicly announcedssued with no more thande minimis
through one or more media, including ammount of OID (determined without the
announcement reported on the standaggpplication of this paragraph (k)).
electronic news services used by security (iv) Exceptions This paragraph (k)(3)
broker-dealers (for example, Reuters, Tedoes not apply to a reopening of tax-ex-
erate, or Bloomberg). empt obligations (as defined in section
(3) Qualified reopening—(i) 1275(a)(3)) or contingent payment debt
Definition. A qualified reopening is a re-instruments (within the meaning of
opening of original debt instruments thag1.1275-4).
is described in paragraph (k)(3)(ii) or (ii) (4) Issuer’s treatment of a qualified re-
of this section. In addition, see paragrapbpening See §1.163-7(e) for the issuer’s
(d)(2) of this section to determine if a retreatment of the debt instruments that are
opening of Treasury securities is a qualipart of a qualified reopening.
fied reopening. (5) Effective date This paragraph (k)
(i) Reopening within six month&\ re- applies to debt instruments that are part of
opening is described in this paragraph reopening where the reopening date is
(K)(3)(ii) if— on or after March 13, 2001.




