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§339.3 Exchanges with privilege of de-
ferring reporting of interest for
Federal income tax purposes.

(a) Tax-deferred exchanges. Pursuant
to the provisions of section 1037(a) of
the Internal Revenue Code of 1954, the
Secretary of the Treasury hereby
grants to owners who have not been re-
porting the interest on their securities
on an accrual basis for Federal income
tax purposes the privilege of exchang-
ing such securities for Series H bonds
and of continuing to defer reporting of
the interest on the securities ex-
changed (except interest referred to in
paragraph (b)(6) of this section) for
Federal income tax purposes to the
taxable year in which the Series H
bonds received in exchange are dis-
posed of, are redeemed, or have reached
final maturity, whichever is earlier.2

(b) Rules governing the exchange. (1)
Exchange subscription Form PD 3253,
completed and executed in accordance
with the instructions thereon, the se-
curities, any cash difference (see para-
graph (b)(3) of this section), and any
supporting evidence which may be re-
quired under the governing regula-
tions3 may be presented or forwarded
to any authorized agency.4

(2) A Series H bond issued upon ex-
change will be registered in the name
of the owner of the securities sub-
mitted in any authorized form of reg-
istration. However, the principal co-
owner must be named as owner or co-
owner.

2The interest paid semiannually by check
on all Series H bonds, whether issued in ex-
change under this or any other section, or
otherwise, is subject to the Federal income
tax for the taxable year in which it is re-
ceived.

3For example, a beneficiary named on Se-
ries E bonds would have to submit proof of
the death of the registered owner in order to
exchange such bonds for Series H bonds.

4 Agents authorized to pay Series E bonds
and savings notes are authorized to accept
and handle exchange subscriptions submitted
by natural persons whose names are in-
scribed on the face of the bonds and notes as
owners or coowners in their own right. How-
ever, as agents of subscribers they may for-
ward any exchange subscription to a Federal
Reserve Bank or Branch or the Bureau of the
Public Debt, Washington, DC 20226, for ac-
ceptance and handling.
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(3) The total current redemption
value of the securities submitted for
exchange in any one transaction must
amount to $500 or more. If the total
current redemption value is in an even
multiple of $5600, Series H bonds must
be requested in that exact amount. If
the total current redemption value ex-
ceeds $500, but is not in an even mul-
tiple of $500, the owner has the option
of furnishing cash necessary to obtain
Series H bonds of the next higher $500
multiple, or of receiving payment of
the difference between the total cur-
rent redemption value and the next
lower multiple of $500. For example,
under the rules prescribed in this cir-
cular, if the securities submitted for
exchange in one transaction total
$4,2563.33 current redemption value, the
owner may elect to:

(i) Receive $4,000 in Series H bonds
and the amount of the difference,
$253.33, or

(ii) Pay the difference, $246.67, nec-
essary to obtain $4,500 in Series H
bonds.>

(4) Any amount paid to the owner as
a cash adjustment (as in paragraph
(3)(1) of this section) must be treated as
income for Federal income tax pur-
poses for the year in which it is re-
ceived up to an amount not in excess of
the total interest on the securities ex-
changed.®

(5) Each Series H bond issued under
this section will be stamped “EX’’ or
“EXCH” to show that it was issued
upon exchange. Each bond also will
bear a legend showing how much of its
issue price represents interest on the
securities exchanged. This interest
must be treated as income for Federal
income tax purposes for the year in

5If a paying agent accepts a subscription

solely for the purpose of forwarding it, or if
the owner forwards it direct, to a Federal
Reserve Bank or Branch or to the Bureau of
the Public Debt, the remittance for the dif-
ference, by check or other form of exchange
(which will be accepted subject to collec-
tion), must be drawn to the order of the Fed-
eral Reserve Bank or the United States
Treasury, as the case may be. The remit-
tance must accompany the subscription and
the securities to be exchanged.

6The amount, if any, paid to the owner in
excess of the interest is a repayment on ac-
count of the purchase price of the securities
exchanged, not income.
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which the Series H bond is redeemed, is
disposed of, or finally matures, which-
ever is earlier.

(6) The Series H bonds will be dated
as of the first day of the month in
which the securities, the exchange sub-
scription, any necessary cash dif-
ference and supporting evidence, if any,
are accepted for exchange by an au-
thorized agency.

§339.4 Exchanges without tax defer-
ral.

Exchanges by owners who:

(a) Report the interest on all of their
securities annually for Federal income
tax purposes, or

(b) Who elect to report all such inter-
est in the year of the exchange, or

(c) Who are tax-exempt under the
provisions of the Internal Revenue
Code of 1954 and the regulations issued
thereunder,

Will be handled in the same manner
and will be governed by the rules pre-
scribed for exchanges under §339.3.
However, the Series H bonds will not
bear the legend referred to in
§339.3(b)(6). Any part of the cash ad-
justment received which represents in-
terest previously reported for Federal
income tax purposes need not be ac-
counted for. The Series H bonds may be
registered in the name of the owner of
the securities submitted in exchange in
any authorized form of registration.

§339.5 Governing regulations.

All Series H bonds issued under this
circular are subject to the regulations,
now or hereafter prescribed, contained
in Department Circular No. 530, cur-
rent revision (part 315 of this chapter).

§339.6 Fiscal agents.

Federal Reserve Banks and Branches,
as fiscal agents of the United States,
are authorized to perform such services
as may be requested of them in connec-
tion with exchanges under these regu-
lations.

§339.7 Preservation of rights.

The provisions of Treasury Depart-
ment Circulars Nos. 530, 6563, and 905, as
currently revised, are hereby modified
and amended to the extent that they
are not in accordance with this cir-
cular. However, nothing contained

31 CFR Ch. Il (7-1-02 Edition)

herein shall limit or restrict rights
which owners of Series H bonds re-
ceived in earlier exchanges have here-
tofore acquired.

§339.8 Reservation as to terms of

offer.

The Secretary of the Treasury re-
serves the right to reject any exchange
subscription for Series H bonds, in
whole or in part, and to refuse to issue
or permit to be issued hereunder any
such bonds in any case or any class or
classes of cases if he deems such action
to be in the public interest, and his ac-
tion in any such respect shall be final.

The foregoing revision and amend-
ment is made for the purpose of grant-
ing to owners of savings notes the same
privilege afforded owners of Series E
savings bonds for exchanging their se-
curities for Series H bonds with or
without tax deferral. As good cause ex-
ists for making this change, which in-
volves public property and contracts
relating to the fiscal and monetary af-
fairs of the United States, I find that
notice and public procedures are unnec-
essary. This action is effected under
the provisions of sections 18, 20, and 22
of the Second Liberty Bond Act, as
amended (40 Stat. 1309, 48 Stat. 343, 49
Stat. 21, 73 Stat. 621, all as amended; 31
U.S.C. 753, 754b, 757¢c), and 5 U.S.C. 301.
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