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* • MPKDDUQED AT THE FEDERAL E S E M  BANK OF NEW YORK

TREASURY NEWS
Departm ent o f the Treasury • W ashington, D.C. • Telephone 166-20/

Contaet8 ©rien Henson
C 202) 566 = 2041

Treasury Announces New STRIPS Program

iecretary ©£ the Treaiury Donald T. Regan announced today a 
new-program to facilitate jgtparat® Trading ©f Registered Interest 
and Principal ©£ Securitlei {STRIPST. Treasury8o plan te“set up 
thifl"~facillty wai^announced ©n August 16,

Secretary Began stated that th© STRIPS program exemplifies 
the basic public debt management and free market philosophy of 
this Administration* It reduces the cost to the government of 
financing th© public debt by facilitating competitive private 
market initiatives with a minimum of direct government involvement*

The STRIPS Program, Under the new STRIPS program, ©elected 
Treasury securities may be maintained in the book-entry system 
©porated by th© Federal R@®@rv© Hank© in © manner that permit© 
©tparatt trading and ownership of th© intertsi and principal pay­
ments. This will make it possible for th© first time for the 
market to trad© m p arat© principal and interest components, or gero 
coupon instruments, in book-entry form, as direct ©bligation® of 
th© UoSo

Currently, each Treasury marketable neeurity has a unique 
CUSIP number that identifies the security for maintenance and 
transfer purpooeso Under th® STRIPS program, to facilitate iden­
tification of the component parts, sach principal and interest com­
ponent will b© assigned a separate CUSIP number. For example, a 
Treasury 10-year note eligible in STRIPS form could be held either 
a© th© fully constituted not© under its own CUSIP number ®r as 21 
separate payments, with 21 separate CUSIP numbers identifying each 
of 20 semiannual interest components and the principal component.

Timing. Th© first oeeuritie© to b@ made eligible for STRIPS 
will is the 10-year note and 30-year bond to be Issued as part of 
th© quarterly refunding on February !l0 Details of these two 
(DQguritiQS will b® announced ©n January 30. Shortly thereafter 
th© Troaoury plan© to make STRIPS available for th© 10- and 
39°yoar securities issued November 15, 1114. Th® 20-y®ar bond of 
Novambar 15, 2004 will b®eom© eligible for STRIPS soon after th® 
first interest payment dat© on IMay 15, 1985. As experience with 
the program develops and system enhancements are completed to 
accommodate a larger volume of requests, ©th©r long-term Treasury 
©securities will be available for STRIPS. _
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C a l l  Fea tur e , ,  Th® 3 0 - y o a r  bond to  bo i s s u e d  i n  th® Fe b r u a r y  1115 
r e f u n d i n g  w i l l  n o t  have  a c a l l  f©a tu r®0 P r e v i o u s  3 0 - y e a r  bond i s s u e s  
hav© b©©n c a l l a b l e  by th© T r e a s u r y  a f t e r  25 y e a r s ?  t h o re fo r©*  s e p a r a t L  
t r a d i n g  o f  th© c a l l a b l e  i n t e r e s t  components  ha s  n o t  been p o s s i b l e ,
Tho ©a l l  f e a t u r e  i s  be in g  e l i m i n a t e d  t© accommodate m a r k e t  demand 
f o r  t h e  s e p a r a t e  t r a d i n g  o f  l o n g e r - t e r m  i n t e r e s t  components, ,

i a n e f l t s  o f  STRIPS P ro g r am 0 Th® STRIPS p rogram w i l l  p r o v i d e  
a more e f f i c i e n t  i n s t r u m e n t  f o r  th© m a r k e t  t h a t  has  d e v e l op ed  
s i n c e  1982 i n  g e ro - e o u po n  o b l i g a t i o n s  ba se d  on T r e a s u r y  s e c u r i t i e s . 
f i ne© mld-1982* a p p r o x i m a t e l y  165 b i l l i o n  o f  T r e a s u r y  s e c u r i t i e s  
( [ p r i n c i p a l  v a l u e )  have  been  ^ s t r i p p e d 6' t o  c r e a t e  g@r© ©©upon©? 
e i t h e r  by t h e  i s s u a n c e  o f  s e p a r a t e  i n s t r u m e n t©  based  on T r e a s u r i e s  
o r  by th© p h y s i c a l  s e p a r a t i o n  o f  coupon© from b e a r e r  T r e a s u r i e s , ,

$©r©-e©up©n s e c u r i t i e s *  be ca u se  t h e y  p r o v i d e  f o r  a s i n g l e  
payment  a t  a s p e c i f i c  d a t e  i n  th© f u t u r e *  hav© become v e ry  p o p u l a r  
i o r  thos© who wi sh  t o  a v o i d  r e i n v e s t m e n t  r i s k  o r  seek  g r e a t e r  c e r ­
t a i n t y  i n  m a t c h i ng  t h e  m a t u r i t i e s  o f  t h e i r  a s s e t s  and l i a b i l i t i e s , ,
They have  been  p a r t i c u l a r l y  a t t r a c t i v e  i n v e s t m e n t s  f o r  I n d i v i d u a l  
R e t i r e m e n t  Accoun t s  and p e n s i o n  funds, ,

Th® T r e a s u r y  ha s  r e a l i g e d  s i g n i f i c a n t  s a v i n g s  i n  f i n a n c i n g  
cos t© from th© g®ro-eoupon i n i t i a t i v e ©  o f  th© p r i v a t ©  mar ke t  
s i ne© 1982,  which  have  b r oad en ed  th® m a r k e t  f o r  T r e a s u r y  s e c u r i t i e s ,  
S e c r e t a r y  Regan s t a t e d  t h a t  STRIPS w i l l  g r e a t l y  r e d u c e  mar ke t  
t r a n s a c t i o n  and f i n a n c i n g  c o s t s *  s t i m u l a t e  c o m p e t i t i o n *  and f a c i l i ­
t a t e  f u r t h e r  e x p a n s i o n  o f  th© ge ro -e o up o n  mark@t0 Th© s a v i n g s  
mad© p o s s i b l e  by STRIPS w i l l  b© r e f l e c t e d  i n  th© c o m p e t i t i v e  b i d d i n g  
f o r  T r e a s u r y  s e c u r i t i e s , ,

I s s u a n c e  o f  S t r i p p a b l ©  i e e u r i t i Q S o  T r e a s u r y  w i l l  n o t  i t s e l f  be 
i s s u i n g " g e r o - c o u p o n  ©©curTt l es  unde r  t h i s  new p rogram.  The T r e a s u r y  
w i l l  c o n t i n u e  t o  a u c t i o n  i t© s e c u r i t i e s  i n  th© oam© manner? however* 
f o r  s e l e c t e d  issue©* i t  w i l l  be p o s s i b l e  f o r  a d e p o s i t o r y  f i n a n c i a l  
i n s t i t u t i o n  t h a t  m a i n t a i n s  a b o o k - e n t r y  a c c o u n t  a t  a F e d e r a l  Re se rv e  
Sank t o  r e q u e s t  t h a t  t h e  s e c u r i t i e s  b© s e p a r a t e d  i n t o  t h e i r  component  
p a r t s  ( p r i n c i p a l  and i n t e r e s t ) , ,  l a e h  component  w i l l  be t r a d a b l e  
s e p a r a t e l y  and t h u s  may b© s e p a r a t e l y  ©wned0

F i n a n c i a l  i n s t i t u t i o n s  w i l l  hav© th© o p t i o n  t o  o b t a i n  th© 
s e c u r i t i e s  a s  STRIPS, e i t h e r  on th© dat© o f  o r i g i n a l  i s s u e  o r  
t h e r o a f t e r 0 however* a l l  b i d s  must  be f o r  t h e  e n t i r e  s e c u r i t y *  
n o t  s e p a r a t e  components, ,  Thus t h e  marke t*  n o t  t h e  T r ea su r y *  w i l l  
d e c i d e  how much o f  th© s e c u r i t i e s  w i l l  be h e l d  as  s t r i p s * based  
on m ar ke t  demand,,

minimum Amounts0 In o r d e r  f o r  a b o o k - e n t r y  s e c u r i t y  t o  be 
s e p a r a t e d  i n t o  i t s  component  p a r t s *  th© p a r  amount  o f  th© s e c u r i t y  
mus t  b© an amount  which ,  ba sed  on th© s t a t e d  i n t e r e s t  r a t e  o f  t h e  
s e c u r i t y ,  w i l l  p r o du ce  a s em iann ua l  i n t e r e s t  payment  o f  11*000 o r  
a m u l t i p l e  o f  $1*000,

One© a b o o k - e n t r y  s e c u r i t y  has  been  s e p a r a t e d *  ©aeh i n t e r e s t
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ond p r i n c i p a l  ©©mponent may b@ m a i n t a i n e d  and t r a n s f e r r e d  in  m u l t i ­
p l e s  ©2 §1*000,, r e g a r d l e s s  o f  the p a r  amount  i n i t i a l l y  r e q u i r e d  f o r  
s e p a r a t i o n  ©r the r e s u l t i n g  amount  ©£ each  i n t e r e s t  payment*

© © l l a t © r a l , Th© T r e a s u r y  a l t o  p l a n s  t© ®ak© STRIPS e l i g i b l e  a s  
© © l l a t o r a l  f o r  T r e a s u r y  Tax and Loan account® and ©th®r p u b l i c  monies  
l a t e r  i n  1^85* a f t e r  th® sys tem b©e©m@© f u l l y  au to m a t e d  and th© e u r °  
£?ont ^ a l y a t i © n  ©£ STRIPS ©an b© r e a d i l y  dt feerminod i n  a c o s t - e f f e c t i v e  
B a n n e r 0
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Questions and Answers on STRIPS

Nature and Purpose of STRIPS 

Qo What is the STRIPS program?
A. The STRIPS (Separate Trading of Registered Interest and Principal 
of Securities) program is a new facility that will enable depository 
financial institutions that maintain book-entry security accounts at 
the Federal Reserve Banks to request that eligible securities be 
separated into their component parts (principal and interest),, When 
the components are held separately* each component will be identified 
by its own unique CUSIP number, different from the CUSIP number 
assigned to the fully constituted security,, Each component will 
then be tradable separately under its own CUSIP number and marketable 
as a sero-coupon instrument in the secondary market,, (In the case 
of a callable bond, one CUSIP number would be assigned to the compo­
nents constituting the principal and all interest payments contingent 
on the bond not being called.)

Qo What does CUSIP mean?

A. A CUSIP number is a standard numbering method for identifying 
securitieso It was developed by the American Bankers Association's 
Committee on Uniform Securities Identification Procedures (CUSIP). 
The assignment of CUSIP numbers is made by the CUSIP Service Bureau, 
operated by Standard and Poor's.

Qo Will there be different CUSIP numbers for components due on the 
same date but stripped from different security . issues?

A. Yes.

Qo Why is the Treasury establishing this new program?

A 0 The popularity of stripped Treasury securities in recent years 
has been a major development in the government securities market. 
Since mid-1982, approximately $45 billion (principal value) of 
Treasury securities has been stripped either by the issuance of 
receipts based on them or by the physical separation of coupons 
from bearer securities. This creation of zero-coupon securities 
has benefitted the Treasury by broadening the appeal of Treasury 
securitieso To further build on this progress Treasury decided to 
provide STRIPS as a more efficient method for trading for the zero- 
coupon market and thus lower the cost of financing the public 
debto

Q o  In the past, Treasury disapproved of stripping Treasury 
securities. Now it is offering the market an improved way to strip 
securities. Why the change?

A. Prior to June 1982, the Treasury Department disapproved of coupon
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stripping because taxpayers could maintain that various transactions 
involving stripped securities resulted in a lower tax liability. On 
June 9, 1982, the Treasury Department announced that it would seek 
to amend the Internal Revenue Code to deal with coupon stripping. 
These coupon stripping provisions were incorporated in the Tax Equity 
and Fiscal Responsibility Act of 1982. Treasury then withdrew its 
objection to coupon stripping and, in fact, viewed the creativity 
of the investment community in producing zero-coupon instruments 
based on Treasury securities as beneficial to Treasury debt mana­
gement. As a natural further step to take advantage of the large 
new market for zero-coupon securities, the Treasury is now providing 
a more efficient mechanism for the secondary market to strip Treasury 
securities.

Qo What are the attractions of zero-coupon securities?

A. The absence of periodic cash payments on zero-coupon securities 
is an advantage to those who wish to avoid reinvestment risk and 
the necessity of finding an appropriate reinvestment vehicle for 
each interest payment. (This is, of course, a disadvantage to those 
needing cash flow in order to meet current expenses, including taxes 
on accrued interest.) Zeros are also much more price volatile 
than par value bonds of equal maturity, which appeals to speculators.

Because zeros are taxed currently and have a long duration, 
the main market for them domestically is composed of long-term 
investors with non-taxable or tax deferred accounts. Individuals 
have used low denomination zero coupons as investments for their 
Individual Retirement Accounts and Keogh Plans and as gifts to 
their children. Pension funds have used zero coupons as part of 
their immunization strategy with respect to their long-term 
liabilities. Zeros are also useful for corporate debt defeasance.

Individuals who have found the $10,000 minimum on Treasury's 
short-term bills too high will now be able to purchase through the 
secondary market interest components due in the near-term in $1,000 
denominations.

Q„ Why is the Treasury not selling zero-coupon securities directly?

A. The investment community will be better able to offer zero-coupon 
instruments that meet particular needs in a timely manner. The market 
for zero-coupon securities is a rapidly changing one. The demand 
varies substantially for particular maturities and with changes in 
interest rates and in the needs of various investor classes. There 
is not always a cost advantage to issuing zero coupons. This changing 
demand for zeros will be best accommodated by the STRIPS approach of 
making a broad range of maturities eligible for stripping but leaving 
it to the market to decide when and how much of an issue it will sepa­
rate and market as zero-coupon instruments.
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Eligible Institutions
0. Who will be able to request the separation of a security into 
STRIPS form?

A. Depository institutions with book-entry securities accounts at 
Federal Reserve Banks will be able to request that their own securities 
and those of their customers that hold book-entry securities through 
these institutions be converted into STRIPS form0

Qo Will an individual be able to buy a single interest or principal 
component directly from the Treasury?
h o  N o 0 The STRIPS program is designed to facilitate the stripping 
of Treasury securities by private market participants. Individuals 
and other investors will be able to hold stripped interest or principal 
components through a private broker or financial institution that is 
directly or indirectly linked to the book-entry accounts maintained 
at Federal Reserve Banks,

Qo Will foreigners be allowed to hold STRIPS?

A. Yes, Foreigners, like U.S, investors, will be able to hold 
STRIPS through financial institutions. Foreign financial institutions 
will be able to hold STRIPS through a depository institution with 
a book-entry securities account at a Federal Reserve Bank,

Procedures

0. What will be the procedures for a depository institution to 
obtain STRIPS?
A. Along with the auction results of a note or bond eligible for 
stripping, the Treasury will announce the minimum amount of the 
security required in order to hold the security in separate component 
parts. This amount is a function of the interest rate and is chosen 
so that payments can be further divided for trading purposes into 
even $1,000 (final payment value) amounts. (See attached table.) To 
obtain STRIPS, an institution must have the minimum amount specified 
for a particular issue, or an integral multiple of that amount.

The table shows that a security with a 12 percent interest rate 
requires a minimum amount (par value) of $50,000 in order to result 
in interest components in even $1,000 amounts. That is, a holder of 
$50,000 par amount of Treasury securities could convert them at a 
Federal Reserve Bank for STRIPS obtaining separate interest components 
of $3,000, The holder could then transfer to others on the book-entry 
system any of the separate $3,000 semiannual interest components, or he 
could transfer amounts as small as $1,000. As another example, an 
11-7/8 percent interest rate requires a minimum exchange of $ 3 2 0 , 0 0 0 ,  
which would produce interest payments of $19,000. These could then 
be sold separately as a $19,000 interest component or as 19 separate
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$1,000 interest components. The interest components could also be 
sold in integral multiples of $1000. The table shows that, for 
interest rates from 5 percent to 20 percent, the range of minimum 
exchange amounts runs from $10,000 to $1*6 million*

After the auction, financial institutions that have been awarded 
securities may request that, as of the issue date, some or all of 
their allotment be held as STRIPS (the amount must conform 'with 
the minimum and multiples that have been announced)e

In addition, eligible financial institutions may convert their 
holdings of eligible Treasury securities to STRIPS subsequent to 
the issue date (again, in conformance with the required minimums).

The request for conversion must be made to the Federal Reserve 
Bank holding the securities to be converted into STRIPS and must be 
in the form specified by that Bank, Depository institutions should 
consult their Federal Reserve Bank for more specific information*
The Federal Reserve Bank at which the request is made will inform 
the financial institution of the specific date on which the conver­
sion will be accomplished, which will be no later than three business 
days after the request is received.

Qo Will STRIPS be available in all Federal Reserve Districts? 

A. Yes.

Qo Will there be a fee charged for conversion of Treasury securities 
to STRIPS?

A* N o 0 Treasury does not now charge a fee for conversion of 
securities, e 0g., from definitive to book-entry form, and does not 
plan to charge a fee for the STRIPS conversion.

0. Will there be a fee for each transfer of STRIPS through the 
Federal Reserve facilities?

A* Yes. Book entry transfer of interest or principal components 
will be subject to the same fee schedule applicable for the transfer 
of Treasury securities.

Qo Once a security is in STRIPS form, what is the minimum amount of 
principal or interest that can be transferred?

A. The minimum amount will be $1000 (final payment value). Larger 
amounts must be in integral multiples of $1000.

Q. Once a security is separated into its component parts, can it 
be reassembled and held under the CUSIP number for the fully 
constituted security?
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y

A. Tre ..ins to make such a facility available as the market
and th system develops.

Q. TRIPS be available in definitive form?
A, rT. , Only securities in book-entry form will be convertible into 
STRIPS form. No provision will be made for converting a STRIPS com- 
po?K.nt once separated on the book-entry system to definitive form.
An important purpose of STRIPS is to reduce the volume of definitive 
securities and the related paperwork costs.

Qo Will government securities dealers be able to finance a security 
for the time between a request for conversion into STRIPS and 
completion of the conversion by a Federal Reserve Bank with repurchase 
agreements?
A. A government securities dealer will be able to finance securities 
awaiting conversion with a repurchase agreement but must assure 
that the security is returned to the proper account at the Federal 
Reserve Bank on the day the conversion is to be done in order for 
that conversion to take place.

Eligible Securities

Qo For what Treasury securities will the STRIPS program be available?

A. In general, Treasury plans to make the STRIPS program available 
for new securities with 10 or more years of original maturity. 
Initially, it will be available for the 10-year and 30-year securities 
to be issued as part of the quarterly refunding on February 15, 1985. 
Then, Treasury plans to make STRIPS available for the 10-year note 
and 30-year bond issued on November 15, 1984. Also, the 20-year bond 
maturing November 15, 2004 will become eligible for STRIPS effective 
soon after the first interest payment on May 15, 1985. As experience 
develops, STRIPS may be made available for other securities that have 
already been issued.

Q. When will the CUSIP numbers for the February 15 issues be made 
available?

A. At the time of the announcement of these issues on January 30, 
198 5 c

Qo Why is the STRIPS program not being made available for short-term 
securities?

A. There is little market interest at this time in stripping securi­
ties with maturities under 10 years.

)
Qo Will reopened securities be eligible for STRIPS?
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A» Yes. However, we do not plan to reopen notes and bonds issued 
before July 1984, because of their different tax treatment due to 
the provisions in the Tax Reform Act of 1984 regarding market 
discount and the 30% foreign withholding tax0

Q 0 How will STRIPS be applied to the callable bond issued November 
15, 1984?

Ao The principal payment of the bond together with all interest pay­
ments due after the first call date will be treated as a single 
component and will be assigned one CUSIP number0 Post°call date in­
terest payments cannot be separated from the principal,,

Reporting

Q° Will the amount of securities in STRIPS form be reported?

Ao Yes0 The Monthly Statement of the Public Debt will report the 
amount held in STRIPS form by security issueB

Qo Will the new STRIPS program affect the debt limit?

Ao No. There will be no change in the amounts or timing of Treasury 
debt issues and thus no change in the accounting for debt limit 
purposeso

Qo Will daily yields on STRIPS be made available, as they are on 
Treasury notes and bonds?

Ao The availability of quotes will depend on market activity0 We 
expect that, once a liquid market for STRIPS develops, the Federal 
Reserve Bank of New York will collect from government security 
dealers price and yield information on the most active maturities.
Collateral

Qo Will the component parts of Treasury securities in the STRIPS 
program be eligible collateral for Treasury Tax and Loan accounts?

A. Initially, they will not be. Once a system is in Pi ace for the 
Treasury to value these component parts at their final payment value 
minus an appropriate discount depending on the length of time 
until payment is due, then they will become eligible collateral 
for TT&L accountSo This should be in place later in 19850

Qo Will the component parts of Treasury securities in the STRIPS 
program be eligible collateral for advances from Federal Reserve Bank 
discount windows?

Ao This determination will be made by the Federal Reserve.
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Q. Will t ral Reserve conduct open market operations with
STRIPS?
A. Initi? they will not. When a liquid market develops for
STRIPS, 11 be up to the Federal Reserve to decide whether to
buy and s 1 STRIPS as part of their conduct of monetary policy.

®o Will STRIPS be used in repurchase agreements?
A 0 Market participants will determine this. The Treasury has no 
objection0 However, it should be noted that zero-coupon securities 
are sold at substantial discounts and their prices are more volatile 
than other securities of equal maturity0

Taxation
0. How are stripped interest and principal components to be taxed?
A. The stripped bond rules of the Internal Revenue Code will be 
applicable to STRIPS. In brief, a financial institution that has 
obtained all or a portion of its holdings of a Treasury security 
in strippable form will be considered to have stripped the amount 
of principal allocable to the STRIPS components sold at the time of 
disposition of one or more STRIPS components. For example, if a 
financial institution has obtained $1.6 million of a 10% Treasury 
security in strippable form and it sells a $1,000 interest payment, 
the financial institution would be considered to have stripped a 
$20,000 Treasury security. In order to compute gain or loss on 
the sale of a STRIPS component, the financial institution must 
allocate its basis immediately before the disposition among the 
components retained by the institution and the components disposed 
of on the basis of their respective fair market values. Thus, in 
the example the financial institution would recognize gain or loss 
on the $1,000 STRIPS component it has sold by allocating an appropriate 
portion of its basis in the $1.6 million of the Treasury security 
to the $1,000 interest payment sold. The STRIPS components retained 
(e ,g . , the remaining components of the $20,000 Treasury security in 
the example above) by the institution with respect to the stripped 
security will be considered to be discount obligations; a portion 
of this discount, calculated according to a compound interest formula, 
must be taken into account each year by the holder. Similarly, a 
purchaser of a STRIPS component includes in taxable income each year 
a portion of the difference between his purchase price and the matur­
ing value of the obligation. This portion is determined by a compound 
interest formula. Capital gains and losses recognized by holders 
upon a taxable disposition of STRIPS components are calculated with 
reference to the adjusted basis of the STRIPS components, which is 
equal to its acquisition price (or in the case of the person stripping 
the bond, the allocated portion of the basis in the bond) plus the 
portion of the discount that has been included in taxable income for 
the holding period. (The holding period for the financial institution 
stripping the bond begins when it acquires the bond, whether or not 
in STRIPS form.)
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Qo Are short-term STRIPS components (due within on: year) taxed 
for domestic purposes the same way as Treasury bills?

A 0 YeSo

Qo How are callable STRIPS to be taxed?

A 0 Tax regulations covering this subject will be issued in the near 
futureG It is anticipated that, according to these regulations, 
si purchaser of a callable STRIPS will calculate, based on his acqui­
sition p r i c e ,  both the yield to the first call date and the yield 
to final maturity,. Whichever yield is less will be used to determine 
the portion of the difference between the principal value and the 
acquisition price that is to be included in taxable income each year. 
If all the discount has been included in taxable income by the first 
call date and the bond is not called, then subsequent interest pay­
ments are taxed in the year they are paid.

Qo How is interest to be reported on STRIPS to the IRS?

A 0 For purposes of complying with the broker reporting requirements, 
Publication 1212 currently supplies brokers and other middlemen with 
the amount of discount to be reported for particular original issue 
discount securities and for receipts such as CATS and TIGRs. With 
CATS and TIGRs discount is calculated for reporting purposes by 
referencing the original issue price. Since STRIPS can be created 
at any time, rather than issued all at once as are particular CATS 
and TIGR series, we plan to promulgate each year for reporting 
purposes prices and amount of discount to be reported for all possible 
maturity dates. We will initially do this by calculating prices for 
a particular date for zero-coupon obligations according to an esta­
blished Treasury pricing methodology; once a liquid market develops 
for these instruments we may subsequently be able to use market 
prices as of a particular date. Under this arrangement, the amount 
of discount reported for STRIPS will be calculated based on a new 
computation of the price each year and without reference to the year 
an individual acquired the obligation. It should be emphasized that 
the amount of discount being discussed here is for reporting purposes 
only, and it will generally not be equal to the amount of discount 
includible in income for a particular taxpayer.

Qo Can STRIPS be held in Individual Retirement Accounts or Keogh Plans:

A 0 Yes, STRIPS are permissible investments for these tax deferred 
retirement plans.

Qo Will foreign holdings of STRIPS be eligible for the "portfolio 
interest" exemption from the 30 percent withholding tax on interest 
paid to foreign persons?
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A o  D i s c ;  income on STRIPS from bonds issued after July 18, 1984,
is elic for the portfolio interest exemption from the 30
percent on interest paid to foreign persons if the requirements
for pc olio interest are satisfied with respect to STRIPS held 
by a £ sign person. Thus, for example, the foreign beneficial 
owner must be identified by name. In addition, other applicable 
conditions for portfolio interest specified in regulations must be 
satisfied.
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M IN IM U M  FACE AMOUNTS W HICH ARE mU L ,T IP L E S  OF SI OOO REQ UIRED IN  ORDER TO PRODUCE IN T E R E S T PAYMENTS TH A T ARE M U L T IP L E S OF s 1 0 0 0 .

tfJNlrtUea IN T E R E S T M IN IM UM IN T E R E S T IN TE R E S T
COUPON FACfc PAYMENT COUPON FACE p a y m e n t COUPON FACE PAYMENT

<S> ( $ ) ( S )  ( * > ( S ) ( S ) < * > ( S I < S)

5.000 40000.  (X) 1000.00 10. 12b |60(X)00.(X ) b  l o o o .  o o l b .250 000000.00 61 (X X ). 00
b .  12b 1600000. (X) 41000.00 I0 . 2SO b o c x j o n .o o 41000.00 15.375 I6CX)OOO.CX) I23UOO.00
5.250 bOOOOO.OO 2 1 OOO.  00 10. 37b 1 60CX)00.00 83000.00 15.500 400000.00 31 000,00
b .  J 7S 1600000.00 43000.00 lO .b fX ) 400000.00 21 OOO.00 15.625 64000.00 bOUO.OO
b .300 400000.00 11000.00 10. 62b 320000.00 1 7000. (X) 15.750 800000.00 63000. (X)
b o ©2b 320000.  OO 9000.00 10. 7bO 000000.00 43CMX).  00 15. 87b 1600000.00 127000.00
b .  7bO bOOOOO.OO 23000.00 10. 07b 160U0U0.00 87000.  (X) 16.000 2bOUO.00 2000.00
b .07b l o o o o o o . o o 47000.00 1 1.000 200000.00 1 K )C X ).(X ) 16. 12b 1600000.00 129000.00
0.000 100000.00 3000.00 11.  12b loO OO CX).(X) 89000.00 16. 2bO 160000. CX) 13000.00
o . l  2b loOOOOO.OO 49000.00 1 1, 2bO I600UO.CX) 9000.  00 16. 37b 1600000.00 I JIO O O .U O
o .  2bO 32(XX).00 1000.00 1 1. 37b 16 00000.  IX) 91000.00 I6 . 5CX) 400000.00 33000.00
o . J 7b 1600000.00 b l  OOO. 00 11.bO O 4 000(1) .  00 23000.  00 16.625 1600000.00 1 33000.006 . bOO A00000.00 13000.00 11.62 b 1600000.00 93000.00 16. 7bO 800000.00 67000.00
o . 62b S600000.  00 b300Q.00 1 I . 7b0 800000.00 47000.00 16.875 320000.00 27000.006 . 7bO bOOOOO.OO 27000.00 11, 07b 320000.00 1 9000.00 17.  (XX) 200000.00 17000.00
0 . 8/5 320000.00 11000.00 12.000 b 0000.00 3000.00 17.125 1600000.00 137000.007.000 200000.00 7000.00 12. 12b 1600000.00 97 OCX).(X) 17.250 800000.00 69000.007. 12b 1600000.  (X) S 7000.00 I 2. 2b0 0OOOOO.CX) 49000.00 17.375 1600000.  00 139000.00
7. 2bO b o o o o o . o o 29000.00 12. 37b I6000CX). 00 99000.00 17.500 00000,00 7000.007. 37b 1600000.00 bQOOO.OO 12.500 1ODCX). (X) 1OOO.00 1 / .  625 1600000.  CX) 141000.007.  bOO 00000.00 3000.00 12. 62b lOOOOOO.CX) 101OOO.00 1 7.750 «CH)000.00 7I0U0.007. 02b I600(X X ).U0 61000.00 12.750 b(KX)OO.CX) 51000.00 1 7.875 1600000.  (X) 143000.007.  7bO 000OOO. OO 31 OOO.  00 12. 07b 1600000.00 103000.00 I d .(X X ) B (X)OOO. 00 9000.00
7. 87b l o o o o o u . u o 63000.00 13.000 200000.00 1 3000.  00 18.  125 J 2 0000.00 29000.00
b .O (X ) 2bOOO.UO 6000.00 13. 12b 320000.00 2 1 OOO. 00 18.250 000000.00 73000.00
« .  12b 320000. 00 13000. (X) 13. 2bO 000000.00 53000.00 18.375 1600000.00 14/000.000. 2bO 000000.00 33000 .CM) 13. 3/ b 1600000.00 10/OCX) .  (X) 18.500 400000.00 370(H). 000 . 3/ b 1 OOO OOO. 00 67000.00 1 3.500 400000.  CX) 2 7OCX). 00 18.625 1600000.00 I4VOOO.OO0 .  bOO 400000.00 17000.00 13. 62b 1600000.00 109000.00 18.750 32000.00 3000.00
0 . 62b 1600000.  (X) 69000.00 13. 7bO I6(X)Q0.()0 1 I 0(X).00 18.875 lO(X)OOO.OC) 1510(H), 000 . 7bO 160000.  00 7000. 00 13. 07b 16 ()()()(X). 00 1 1 1 OOO. 00 19.000 2000CX). 00 1 9000.  OO
b . b 7b 1600000.00 71000.00 1 4 .  OCX) 100000.00 7000.00 19.125 1600000.00 153000.00
9.000 200000.00 9000.00 14.125 1600000.00 11 3000.CX) 19.250 800000.00 77000. (X)
9 . 12b 1 600000.  00 73000.00 14.250 800000.00 570CX). CX) 19.375 320000.00 31 OOO. 00
9 . 2bO b o o o o o . o o 370<X ).O0 14. 3/ b 320000.00 23000.  (X) 19.500 400000 c 00 39000.00
9. 3/ b 64000.00 3CMX). 00 14.500 4U0000.CX) 290CX).  00 19.025 0000000.00 157 OCX). 00
9.  bOO 400000.  CM) 190(X ).  00 14. 62b 1 600000. (X) 1 1 7 OOO. ( X) 19.750 800000,00 79000. (X)9. 02b 1600000.00 770(X).()0 14.750 800000. (X) 5901X) .00 19. 87b 1600000. iX) 159000.009.7 bO booooo.oo 39000.00 14. 0/b I6000CX). (X) 119000.00 20.000 loocx).(X) 1000.  UO
9 . d 7b 1600000.00 79000.00 l b .  OCX) 4IX J00.00 3000.00 20. ,12b 1600000.00 161000.0010.  OCX) 20000.00 1 OOO. 00 l b . 12b 1600000.00 121000.00 20. 2bO 800000.00 01 000.00

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




