Sectim 1274A.—Spedi&ules for
Certan Transactis\Where Stated
Principh Amourt Does Not Exceed
$2,800,000.

(Also §§ 1274 483 1.1274A-1)

Section 1274A inflation-adjusted
numbers for 1997 This ruling provides
the dollar amounts increasd by the
1997 inflation-adjustment for section
1274A of the Code Rev. Rul. 96-4
. supplementg and superseded.

Rev. Rul. 96-63

This revene ruling provides the dol-
lar amounts increasd by the 1997
inflation adjustmentfor § 1274A of the
Internd Revene Code.

BACKGROUND

In general 88 483 and 1274 of the
. Code determire the principd amoun of
a delt instrumen given in consideration
for the sak or exchang of nonpublicly
- traded propery. In addition ary interest

on adelt instrumen subjet¢ to § 1274
is taken into accoum unde the original
isste discoun provisiors of the Code.
Sectim 1274A howeve, modifies the
rules unde 88 483 and 1274 for certain
types of delt instruments.

In the cae of a “qualified debt
instrument; the discoun rate used for
purposs of 88 483 and 1274 of the
Coce may not exceel 9 percent com-
poundced-  semiannually.~  Sedion
1274A(H defines aqualified delt instru-
mert as ary delt instrumen given in
consideratia for the sak or exchang of
propery (othe than new 8§ 38 property
within the meanig of § 48(b) as in
effec on the day before the dake of
enactmen of the Revene Reconcilia-
tion Act of 1990 if the statel principal
amourt of the instrumen does not ex-
ceal the amoun specifia in § 1274A-
(b). For delt instrumens arising out of

sals or exchange befor Januay 1,
199Q this amour is $2,800,000.

In the cae of a “cash methal debt
instrument, as defined in § 1274A(c)
of the Code the borrowea and lender
may eled to use the cash receips and
disbursemerst methal of accounting In
particula, for ary ca$h methal debt
instrument 8§ 1274 does not appl, and
intere$ on the instrumen is accounted
for by both the borrowe and the lender
unde the cah methal of accounting A
ca$h metha delt instrumen is a quali-
fied deld instrumen tha mees the fol-
lowing additiond requirements (A) In
the cae of instrumens arising out of
salss or exchange befor Januay 1,
199Q the statel principd amoun does
not exceel $2,000,000 (B) The lender
does not uxe an accrud metha of
accountig and is not a deale with
respet to the propery sold or ex-
changed (C) Sectimm 1274 would have
applie to the delt instrumen but for an
electin unde § 1274A(c) ard (D) An
electim unde § 1274A(Q is jointly
mack with respet to the delt instrument
by the borrowe and lende. Section
1.1274A-1(c)(} of the Income Tax
Regulatiors provides rules concerning
the time for, and manne of, making this
election.

Section 1274A(d)(9 of the Code pro-
vides that for any delt instrumen aris-
ing out of a sak or exchang during any
calenda yea after 1989 the dollar
amouns stated in § 1274A(b) and
§ 1274A(c)(2)(A are increasd by the
inflation adjustmen for the calendar
yea. Any increag due to the inflation
adjustmen is roundel to the nearest
multiple of $100 (or, if the increag is a
multiple of $50 ard not of $10Q the
increag is increasd to the neares mul-
tiple of $100) The inflation adjustment
for ary calenda yea is the percentage
(if any) by which the CH for the
precedilg calenda yea exceed the CPI
for calenda yea 1988 Sectim 1274A-
(d)(2)(B) defines the CHl for ary calen-
da yea as the avera@ of the Consumer
Price Index as of the close of the
12-monh period endirg on September
30 of that calenda yea.

INFLATION-ADJUSTED AMOUNTS

For delt instrumens arising out of
sales or exchange after Decembe 31,
1989 the inflation-adjusteé amounsg un-
der § 1274A are shown in Tablke 1.



Rev. Rul. 96-63- Table 1
Inflation-Adjusted Amount Unde § 1274A

1274A(H) Amount

Calenda Yea of Sak or Exchange (qualified delt instrument)
1996~ $2,933,206
1991~ $3,079,606
1992+ $3,234,906
1993+ $3,332,406
1994 $3,433,506
1995+ $3,523,606
1996~ $3,622,506
1997 $3,723,806

lished by the Bureau of Laba Statistics.

1274A(c)(2)(A Amount
(cash metha dekt instrument)
$2,095,100
$2,199,700
$2,310,600
$2,380,300
$2,452,500
$2,516,900
$2,587,500
$2,659,900

Note The® inflation adjustmerg were comput@ using the All-Urban, Consume Price Index 1982-19& base pub-

EFFECT ON OTHER DOCUMENTS

Rev. Rul. 96-4 19963 I.R.B. 16, is
supplementg ard superseded.

DRAFTING INFORMATION

The principd autha of this revenue
ruling is David B. Silber of the Office
of the Assistan Chig Counsé (Finan-
cial Institutiors and Products) For fur-
ther information regardimg this revenue
ruling conta¢ Mr. Silber on (202 622—
3930 (nat a toll-free call).




