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(8) Exception for small debt issues.
Notwithstanding any other provision in
this section, a debt instrument will not
be treated as traded on an established
market if the original stated principal
amount of the issue that includes the
debt instrument does not exceed US$50
million (or, for debt denominated in a
currency other than the U.S. dollar, the
equivalent amount in the currency in
which the debt is denominated).

(9) Anti-abuse rules—(i) Effect of
certain temporary restrictions on
trading. If there is any temporary
restriction on trading, a purpose of
which is to avoid the characterization of
the property as one that is traded on an
established market for Federal income
tax purposes, then the property is
treated as traded on an established
market. For purposes of the preceding
sentence, a temporary restriction on
trading need not be imposed by the
issuer.

(ii) Artificial pricing information. If a
principal purpose for the existence of
any sale or price quotation is to
materially misrepresent the value of
property, that sale or price quotation
may be disregarded.

(10) Convertible debt instruments. A
debt instrument is not treated as traded
on an established market solely because
the debt instrument is convertible into
property that is so traded.

(11) Effective/applicability date.
Paragraph (f) of this section applies to
a debt instrument issued on or after the
date of publication of the Treasury
decision adopting these rules as final
regulations in the Federal Register.

* * * * *

Par. 4. Section 1.1274-3 is amended
by adding a new paragraph (b)(4) to read
as follows:

§1.1274-3 Potentially abusive situations
defined.
* * * * *

(b) * % %

(4) Debt-for-debt exchange—(i) Rule.
A debt instrument issued in a debt-for-
debt exchange, including a deemed
exchange under § 1.1001-3, will not be
treated as the subject of a recent sales
transaction for purposes of section
1274(b)(3)(B)(ii)(I) even if the debt
instrument exchanged for the newly
issued debt instrument was recently
acquired prior to the exchange.
Therefore, the issue price of the debt
instrument will not be determined
under section 1274(b)(3). However, if
the debt instrument or the property for
which the debt instrument is issued is
publicly traded within the meaning of
§1.1273-2(f), the rules of §1.1273-2
will apply to determine the issue price
of the debt instrument.

(ii) Effective/applicability date.
Paragraph (b)(4)(i) of this section applies
to a debt instrument issued on or after
the date of publication of the Treasury
decision adopting these rules as final

regulations in the Federal Register.
* * * * *

Par. 5. Section 1.1275-2 is amended
by revising paragraphs (k)(3)(ii)(A),
(k)(3)(iii)(A) and (k)(5) and adding a
new paragraph (k)(3)(v) to read as
follows:

§1.1275-2 Special rules relating to debt
instruments.
* * * * *

(k) * % %

(3) * % %

(ii) * % %

(A) The original debt instruments are
publicly traded (within the meaning of
§1.1273-2(f)) as of the reopening date of

the additional debt instruments;
* * * * *

(111) * % %

(A) The original debt instruments are
publicly traded (within the meaning of
§1.1273-2(f)) as of the reopening date of

the additional debt instruments;
* * * * *

(v) Non-publicly traded debt issued
for cash. Notwithstanding paragraphs
(k)(3)(ii)(A) and (k)(3)(iii)(A) of this
section, a qualified reopening includes
a reopening of original debt instruments
if the additional debt instruments are
issued for cash to persons unrelated to
the issuer (as determined under section
267(b) or 707(b)) for an arm’s length
price and the other requirements in
paragraph (k)(3)(ii) or (k)(3)(iii) of this
section are satisfied, whichever is
applicable. For purposes of paragraph
(k)(3)(ii)(C) of this section, the yield test
is satisfied if, on the reopening date of
the additional debt instruments, the
yield of the additional debt instruments
(based on their cash purchase price) is
not more than 110 percent of the yield
of the original debt instruments on their
issue date (or, if the original debt
instruments were issued with no more
than a de minimis amount of OID, the

coupon rate).
* * * * *

(5) Effective/applicability dates—(i)
Except as provided in paragraph
(k)(5)(ii) of this section, this paragraph
(k) applies to debt instruments that are
part of a reopening where the reopening
date is on or after March 13, 2001.

(ii) Paragraph (k)(3)(v) of this section
applies to debt instruments that are part
of a reopening if the reopening date is
on or after the date of publication of the
Treasury decision adopting these rules

as final regulations in the Federal
Register.

Steven T. Miller,

Deputy Commissioner for Services and
Enforcement.

[FR Doc. 2011-83 Filed 1-6—11; 8:45 am]
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PART 31—EMPLOYMENT TAXES AND
COLLECTION OF INCOME TAX AT THE
SOURCE

Par. 6. The authority citation for part
31 continues to read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par. 7. In § 31.3406(g)-1, paragraph
(d) is revised to read as follows:

§31.3406(g)-1 Exceptions for payments to
certain payees and certain other payments.
* * * *

*

(d) Reportable payments made to
nonresident alien individuals. A
payment of interest that is reported on
Form 1042-S, “Foreign Person’s U.S.
Source Income Subject to Withholding,”
as paid to a nonresident alien individual
under § 1.6049-8(a) of this chapter is
not subject to withholding under section
3406. (For interest paid to a Canadian
nonresident alien individual on or
before December 31 of the year in which
final regulations are published in the
Federal Register, see paragraph (d) of
this section as in effect and contained in
26 CFR part 1 revised April 1, 2000.)

* * * *

*

Steven T. Miller,

Deputy Commissioner for Services and
Enforcement.
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