
26 CFR 601.601:   Rules and regulations.
(Also Part I, §§ 1001; 1.1001–3, 1.1275–2.)

Rev. Proc. 2000-29

SECTION 1. PURPOSE

In response to comments, this revenue
procedure removes the sunset date in Rev.
Proc. 99-18, 1999–11 I.R.B. 7.

SECTION 2. BACKGROUND

.01  Rev. Proc. 99-18 provides an elec-
tion that facilitates the substitution of
newly issued debt instruments for out-
standing debt instruments.  Under the
election, taxpayers can treat a substitution
of debt instruments, in certain circum-
stances, as a realization event for federal
income tax purposes even though it does
not result in a significant modification
under § 1.1001–3 of the Income Tax Reg-
ulations (and, therefore, is not other-
wise an exchange for purposes of 
§ 1.1001–1(a)).  Under section 4 of Rev.
Proc. 99-18, taxpayers do not recognize
any realized gain or loss on the date of the
substitution.  Instead, the gain or loss gen-
erally is taken into account as income or
deductions over the term of the new debt
instruments.  Rev. Proc. 99-18 is effective
for substitutions that occur between
March 1, 1999, and June 30, 2000.

.02 The Internal Revenue Service re-
quested comments on Rev. Proc. 99-18,
including comments on whether the rev-
enue procedure should be made perma-
nent.  In response to the request for com-
ments, taxpayers asked that Rev. Proc.
99-18 be made permanent.  In addition,
taxpayers asked for several other changes,
including the coordination of Rev. Proc.
99-18 with the regulations dealing with
qualified reopenings of debt instruments.
See§ 1.1275-2T(d) of the temporary In-
come Tax Regulations and § 1.1275-2(k)
of the proposed Income Tax Regulations
published in the Federal Register on No-
vember 5, 1999 (64 Fed. Reg. 60395).

.03 This revenue procedure modifies
only the effective period of Rev. Proc. 99-
18.  The Treasury Department and the In-
ternal Revenue Service plan to reconsider
the other provisions of Rev. Proc. 99-18
when the regulations dealing with quali-
fied reopenings are finalized. 

26 CFR 1.61-7: Interest.
(Also Part I, §§ 1273, 6049; 1.1273-2, 1.6049-4.) 

Rev. Proc. 2000-30

SECTION 1. PURPOSE

This revenue procedure provides guid-
ance to depositors who receive “de min-
imis premiums” (as defined below) from
financial institutions.  It also provides
guidance to financial institutions on their
information reporting obligations for
those premiums.  

SECTION 2. BACKGROUND

.01  Banks and other financial institu-
tions sometimes provide premiums as in-
ducements to depositors to open new ac-
counts or add to existing accounts.
Questions have arisen as to a depositor’s
tax treatment of non-cash premiums and
the financial institution’s information re-
porting obligations for the premiums.

.02  Interest (including original issue
discount) generally is includible in a re-
cipient’s gross income under § 61(a)(4)
of the Internal Revenue Code and § 1.61-
7 of the Income Tax Regulations.  The
term “interest” means amounts paid for
the use or forbearance of money, which

includes amounts, whether or not desig-
nated as interest, paid on savings ac-
counts and other deposit arrangements.
Under § 1.1273-2, a payment from a fi-
nancial institution to a depositor upon the
origination of an account reduces the
issue price of the account and, in effect,
the depositor’s basis in the account.  The
reduction generally creates original issue
discount on the account.  In addition,
payments made on an account over its
term are first treated as a payment of ac-
crued but unpaid interest and then as a
payment of principal.  See §§ 1.446-2(e)
and 1.1275-2(a). 

.03  Under § 6049 and § 1.6049-4, a
person who pays interest aggregating $10
or more to another person during a calen-
dar year generally must file a return set-
ting forth certain required information.    

SECTION 3. DEFINITION

For purposes of this revenue procedure,
a “de minimispremium” is a non-cash in-
ducement, provided by a financial institu-
tion (as defined in  § 265(b)(5)) to a de-
positor to open or add to an account, that
does not have a value in excess of $10 for
a deposit of less than $5,000 or $20 for a
deposit of $5,000 or more.  The cost to the
financial institution of the premium is
used in determining whether the dollar
limitations are met. 

SECTION 4. APPLICATION

.01  Depositor.  For administrative
convenience, the Internal Revenue Ser-
vice will not require a depositor who re-
ceives a “de minimispremium” to treat
the value of the premium as includible in
gross income.  In addition, the Service
will not require the depositor to reduce
the basis in the account by the “de min-
imis premium.”   

.02  Financial Institution.  For adminis-
trative convenience, the Service will not
require a financial institution that pro-
vides a “de minimispremium” to treat it
as interest for purposes of information re-
porting under § 6049.

SECTION 5. EFFECTIVE DATE

This revenue procedure is effective for
“ de minimispremiums” provided after
December 31,1999.
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DRAFTING INFORMATION

The principal author of this revenue
procedure is G. Channing Horton of the
Office of Assistant Chief Counsel (In-
come Tax and Accounting).  For further
information regarding this revenue proce-
dure contact Mr. Horton on (202) 622-
4920 (not a toll free call).
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