lection of information displays a validthe guaranteed investment contract safe

control numbe harbor of §1.148-5(d)(6)(iii) A public
The estimated annual burden per recottiearing was heldroThursdg, October

keeper varies from .75 hour to 2 hours24, 1996, and written comments were re-

TD. 8801 depending on individual circumstancesgeived After consideration of all the
with an estimated average of 1 hou comments, the regulations proposed by

DEPARTMENT OF THE TREASURY Comments concerning the accuracy dfl-28-96 are, with modifications,

Internal Revenue Service this burden estimate and suggestions fadopted by revision to §1.148-5(d)-

26 CFR Parts 1 and 602 reducing this burden should be sent to th@)(iii). The changes are discussed helo
Internal Revenue Service Attn: IRS ) o

Arbitrage Restrictions on Reports Clearance fficer, OP:FS:fp, EXplanation of Fovisions

Tax-Exempt Bonds Washington, DC 20224, and to tBdfice A. In General

of Management and BudgetAttn: Desk
AGENCY: Internal Revenue SerViceofﬁcer for the Department Of ﬁﬂ'rea_
(IRS), Treasuy. suty, Office of Information and Regula- g, gpjigations purchased other than di-
tory Affairs, Washington, DC 20503. rectly from the United StaseTreasuy,
_ Book_s or reco_rds relating to thls_ coIIec—,[he proposed regulations provide a rebut-
SUMMARY: This document contains 1O ©f information must be retained ag,p1e nresumption for establishing fair
final regulations on the arbitrage restric.o"d as their contents may become matefs, ot yalue The proposed regulations

tions applicable to tax-exempt bonds is'-al in the administration of any Internalgenerally apply the principles underlying

sued by State and local government evenue lB_V'f GengraNf, . re;c'lérns.alnd the existing safe harbor in the arbitrage
Changes to applicable law were made AV return information are confidential, asregulations for establishing fair market

the Tax Refom Act of 1986 These regu- equired by 26 U.S.C. 6103. value for guaranteed investmentreo

Due to concerns regarding the fair mar-
ket purchase price of United Staiferea-

ACTION: Final regulations.

lations dfect issuers of tax-exempt bondszackgound tracts.
and provide guidance for complying with _ _ _ The proposed regulations also provide
the arbitrage regulations. These final regulations contain amenda rebuttable presumption that a solicita-

ments to the income tax regulations (26on meeting the requirements of the pro-
DATES: Effective Date These regula- CFR Part 1) under section 148 of the Ingosed regulations will be a bona fide so-
tions are Hective on March 1, 1999. ternal Revenue Code of 1986 (Code)icitation for the guaranteed investment
Applicability Date These regulations Section 148 provides rules addressing thsontract safe harbor of existing §1.148—
are applicable to bonds sold on or aftese of proceeds of tax-exempt State arg{d)(6)(iii).
March 1, 1999. Issuers may apply theslecal bonds to acquire highgielding in- Modifications to the proposed regula-
regulations to bonds sold on or after Devestments. On June 18, 1993, final reguions have been made to clarify various
cember 30, 1998. and before March lations {[T.D. 8476, 1993-2 C.B. 13) relat-technical aspects in response to comments
1999. ing to the arbitrage restrictions and relategbceived.
rules under sections 103, 148, 149, and
FOR FLRTHER INFORMATION CON- 150 were published in tHeederal Regis- B. Safe Harbor
TACT: David White, 202-622-3980 (not ter (58 F.R. 33510). Corrections to these Commentators noted that a rebuttable
a toll-free number). regulations were published in tederal presumption in the proposed regulations
Registe on August 23, 1993 (5&.R. for purchases of United Stat@&reasury
SUPPLEMENARY INFORMATION: 44451), and Mayll, 1994 (59F.R. obligations provides a lower level of pro-
24350). tection to issuers than the safe harbor ap-
On June 27, 1996, a notice of proposeplicable to guaranteed investmentneo
The collections of information con-rulemaking (FI-28-96, 1996-2 C.B. 458)racts. Commentators generally requested
tained in these final regulations have beemlating to the arbitrage restrictions washat the final regulations provide a safe
reviewed and approved by thefide of published in theFederal Registe (61 harbor for the purchase of United States
Management and Budget in accordandeR. 33405) The proposed regulationsTreasury obligations.
with the Paperwork ReducticAct (44 provide a rebuttable presumption for es- The final regulations create a safe har-
U.S.C. 3507) under control number 1545tablishing fair market value for Unitedbor for all investments covered by the
1490. Responses to these collections StatesTreasury obligations that are pur+egulations, provided that the issuer r
information are required to obtain thechased other than directly from the Unitedeives at least three bids as required by
benefits of a safe harbo StatesTreasuy. In addition, the proposedthe regulations The premise of the final
An agency may not conduct or sponsoregulations provide a rebuttable presumpegulations is that a bidding procedure
and a person is not required to respond tbon that a solicitation that meets certaisatisfying the requirements of the final
a collection of information unless the col+equirements is a bona fide solicitation foregulations will produce a price that

Paperwork ReductimAct



equals fair market value. If the requireE. No Last Look The final regulations clarify that, for
ments of the final regulations are not in The proposed regulations state that afiurchases of any investment covered by
fact met, no assumption can be madgroviders must have equal opportunity téhe safe harbmthe lead underwriter in a
about the relationship of the price paid tdid and that no provider is permitted to renegotiated underwriting transaction is
fair market value. Howeveall reason- Vview other bids before bidding (e.g., a lasteemed to have a material financial inter-
able and prudent actions taken by the i$o0k). A small number of commentatorsest in the issue until 15 days after the
suer under the circumstances may be conoted that the existence of a last look magsue date of the issuény entity acting
sidered in determining whether the issugesult in higher yields from competingas a financial advisor with respect to the

paid fair market value. providers The final regulations retain the purchase of the investment at the time that
no last look requirement because permithe bid specification form is submitted to

C. Scope of Final Regulations ting a last look may adverselyfect the potential providers is also deemed to have
Generaly, the proposed regulationsbona fides of the bidding process. a material financial interest in the issue.
apply to United StateTreasury obliga- In addition, the final regulations require
tions purchased other than directly fronf- Reasonably Competitiveviders the provider to represent that its bid is not

the United StatTreasuy. Commenta- 1he proposed regulations provide thagased on any other formal or informal
tors requested clarification regarding théll bidders are required to be reasonablygreement that the provider has with the
scope of the proposed regulations and r§0mpetitive prowders of investments ofssuer or any other persorA provider
quested that the regulations only apply t§1€ type being purchased. Numerougat is a related party to a provider that
investments purchased for yield restricte®mments were received regarding thRas a material financial interest in the
refunding and yield restricted sinking™eaning of the phrase “reasonably comssye is also deemed to have a material fi-
fund escrows. In addition, commentatorB€litive provide” and commentators ex- nancial interest in the issue.

asked that the proposed regulations be eRf€Ssed concern that a bid from a non- _
panded to apply to other types of investcompetitive provider may prevent theH. Commecially Reasonabl@erms

ments that may be purchased for an eE_aquirem_ents of the regulations from The proposed regulations provide that
crow (e.g., REFCORstrips). eing sz_atlsﬁed. _ _ _ _ the terms of the purchgs_e agreement must

The final regulations apply only to 'The flna! regulat|on's modlfy.th|s provi- be reasonabJeThe existing safe harbor
guaranteed investment contracts and yie%on The final rggulatlons provide t_hat thefqr guaranteed investment contracts-pr.
restricted defeasance escrowdith re.  'SSUer must solicit g‘g least three bids frormides that the terms of the guaranteed in-
spect to yield restricted defeasance ergas_onably competltlvg providers and the_nestm_ent cont_ract, including the collateral
crows, the final regulations expand th%he issuer must receive at. !east one bekcurity requirements, must be reason-
scope’of investments covered by the pr?[om a reasonably competitive provide able A number of commentatorse+

. . For purposes of the final regulations, a reajuested clarification regarding whatre

posed regulations to apply to all IrWeSt'sonably competitive provider is a providesonable means in connection with a
mepts purchased for the escrow (e'gthat has an established industry reputatigolicitation of United StateTreasury
United Stat_s Agency obl|gat|on_s, as a competitive provider of the type of inebligations.
REFCOFP strips and corporate Obllga'vestments being purchased. For example, The final regulations provide that the
tions). in connection with the solicitation of bidsterms of the bid specification for any in-
D. Guaranteed Investment Contracts for.a guaranteed invegtment_ contract, avestment coyered by the safe harbor.must

Commentators requested clarificatio en_tlty that has an e§_tabllsheq industry replbe commermally reasona.bIeA terr_n is
regarding which investments are covereq tlon_ as a competitive prov_lder of guaranep_mmermally_ reasonable if therg is a_Ie-
by the safe harbor for guaranteed inveséed investment contracts is a reasonabfytimate business purpose for including
competitive provide the term in the bid specifications other

ment contracts and which wpuld be cov- than to lower the yield or increase the cost
ered by the proposed regulations. G. No Material Financial Inteest of the bid. For example, in connection

The term guaranteed investment con- The proposed regulations, like the-e with the solicitation of investments for a
tract genera”y does not include inVESti-sting safe harbor for guaranteed invesyie|d restricted defeasance esgra com-
ments purchased for a yield restricted denent contracts, provide that the issuemercially unreasonable term would be a
feasance escva Howeve, the term myst receive at least three bona fide bidsold firm period that is longer than the is-
guaranteed investment contract does ifrom providers that have no material f syer reasonably requires.
clude escrow float contracts and similahancial interest in the issue. For this pur-
agreements purchased for a yield repose, the proposed regulations provide Comparison to State and Local
stricted defeasance esaro In addition, that underwriters and financial advisor&Government Series Securities
the term guaranteed investment contra¢sr an issue are considered to have a ma-The proposed regulations provide that
includes debt service fund forward agreeterial financial interest. Numerous comthe yield on any United Statd@reasury
ments and debt service reserve funmhents were received regarding the scombligation purchased by the issuer may
agreements (e.g., agreements to delivef entities that are considered to have ot be less than the yield then available on
United State Treasury obligations over amaterial financial interest under the proState and Local Government Series Secu-
period of time). posed regulations. rities from the United States Department



of the Treasuy, Bureau of Public Debt ations purchased by the issuer may not l@®cuments, including a copy of the bids
(SLGs) with the same matuyit Com- significantly less than the yield then availteceived (date and time stamped). Nu-
mentators requested that the SLGs comable from the provider on reasonablynerous comments were received regard-
parison be removed or that issuers be atomparable United Stad@reasury oblig- ing the dfficulty of obtaining written bids
lowed to make the comparison on ations dfered to other persons for pur-for Treasury obligations.
portfolio-by-portfolio basis. Commenta-chase on terms comparable to thofe o The final regulations modify the record
tors also requested guidance about tHered to the issuer from a source of fundeeeping requirements and apply those re-
time period in which the SLGs compari-other than tax-exempt bonds. If closelyguirements to guaranteed investment con-
son is to be made. comparable forward prices are not availtracts. One modification to the record
In general, the final regulations provideable, a reasonable basis for this compatkeeping requirements is the elimination of
that the safe harbor does not applyrto i son may be by reference to implied forthe requirement that the bids be received
vestments purchased for a yield restrictedard prices fo Treasury obligations in writing. The final regulations provide
defeasance escrow if the lowest cost bid Based on standard financial formulas that the requirement for recording the bid
greater than the cost of the mofficeent certificate provided by the agent conductis satisfied if the issuer or its agent makes
SLG portfolia The final regulations pro- ing the bidding process will establish thad contemporaneous record of the bid, in-
vide that the lowest cost bid is the lowesthe comparison is mefThe existing safe cluding the time and date each bid was re-
bid for the portfolio @ if the issuer com- harbor for guaranteed investmentneo ceived, and the identification of the person
pares bids on an investment-by-investmeittacts provides that the yield on the guamand entity submitting the bid, and keeps
basis, the aggregate cost of a portfolianteed investment contract may not behis record with the bond documents.
comprised of the lowest cost bid for eackess than the yield then available from the The final regulations also provide that,
investment Any payment received by theprovider on reasonably comparable guaif the terms of the purchase agreement de-
issuer from a provider at the time a guararanteed investment contracts, ifyamf- viate from the terms of the bid solicitation
teed investment contract is purchased (e.dered to other persons from a source dbrm or if a submitted bid is modified, the
an escrow float contract) for a yield refunds other than gross proceeds of tax-eissuer must keep a record explaining the
stricted defeasance escrow under a biddirgmpt bonds. purpose of the deviation or modification
procedure meeting the requirements of the Commentators noted that, in generahnd, if the purchase agreement price dif-
final regulations is taken into account irthe comparison required by the proposef@red from the bid, how that price was de-
determining the lowest cost bid. regulations is either too complex or notermined. If the issuer replaces inttes
The final regulations provide thelfo possible to construct. In lieu of a compaments in the winning bid portfolio with
lowing rules for comparing the lowestrability requirement, commentators recother investments, the prices of the new
cost bid to SLGs. First, the mogfieilent ommended that the regulations adopt ceinvestments are not protected by the safe
SLG portfolio consists of one or moretain additional safeguards to protect thbarbor unless those investments are bid
SLG securities that will allow the issuerintegrity of the bidding process. under a bidding procedure meeting the re-
to defease the refunded obligations at the The final regulations remove the comguirements of the final regulations.
lowest overall cost. Second, the comparparability requirement for all investments
son of the mostféicient SLG portfolio covered by the safe hamboHoweve, the L. Broker Fees foield Restricted
and the lowest cost bid must be made énal regulations include additionaér Defeasance Esows
the time that bids are required to be suluirements to ensure a competitivel-bi ~ The proposed regulations provide that a
mitted pursuant to the terms of the bidling process. For example, the final regifee paid to a bidding agent is a qualified
specifications. Intra-day pricing move-ations require that the bid formadministrative cost only if the fee is com-
ments and closing spot prices of intvesforwarded to potential providers include darable to a fee that would be ojed for
ments before and after the time in whiclstatement notifying providers that by sub2 reasonably comparable investment of
the comparison to SLGs is required to baitting a bid the potential provider is rep-Obligations acquired with a source of
made are not relevanThird, if SLGs are resenting that it did not consult with anyfunds other than gross proceeds of tax-ex-
not available for purchase on the day thatther providers about their bid, and tha@mpt bonds and the fee is reasonable.
bids are required to be submitted pursuaits bid is not being submitted solely as &nder the proposed regulations, the fee is
to terms of the bid specifications becauseourtesy to the issuer or any other persdi€sumed to be reasonable if it does not
Treasury has suspended sales of those §&r purposes of satisfying the requiremerfexceed .02 percent of the amount invested
curities, the comparison of the moséti-e that the issuer receive three bids. Itis ah? United State Treasury obligations.
cient SLG portfolio to the lowest cost bidticipated that these additional regeir Commentators noted that the comparabil-

is not required. ments will ensure that the bids reflect faifty requirement was unclear and that out-
No comparison to SLGs is required fomarket value, as determined without reside the context of municipal bonds, bid-
purchases of guaranteed investment cogard to the source of funds. ding for closely comparable investments
tracts. is virtually non-existent. Commentators

K. Recod Keeping Requéments also noted that the .02 percent fee may re-

J. Forward Pricing Data The proposed regulations provide thasult in too much compensation in the case

The proposed regulations provide thatssuers are required to retain certainf large escrows and too little compensa-
the yield on United Staselreasury oblig- records and information with the bondion in the case of small escrows.



The final regulations retain the compa- 1. Paragraph (d)(6)(iii) is revised. (5) For purchases of guaranteed invest-
rability and reasonableness requirements. 2. Paragraph (e)(2)(iv) is added. ment contracts opl the terms of the so-
Howevae, the final regulations provide The revision and addition read as follicitation take into account the issug
that a brokes fee will meet the reason-lows: reasonably expected deposit andvera
ableness and comparability requirements _ down schedule for the amounts to be in-
if the fee does not exceed the lesser Gft-148-5Yield and valuation of vested.

$10,000 or .1 percent of the initial princi-"NVeStments. (6) All potential providers have an
pal amount of investments purchased for ok Kk kK equal opportunity to bid. For example, no
the yield restricted defeasance ewcro q) * o+ potential provider is given the opportunity

, (@ - to review other bids (i.e., a last look) be-
SpecidAnalyses (©6) fore providing a bid.

. (iif) Safe harbor for establishing fair
It has been determined thatdfiirea- market value for guaranteed investme
sury decision is not a significant regul contracts and investments nehased for

tory action as defined in EO 128664 yje|drestricted defeasance esw. The
; . . rovider that has an established industr
Therefore, a regulatory assessment is ngf.chase price of a guaranteed mvestmng y

i i i : _réputation as a competitive provider of
required. It is hereby certified that thesgontract and the purchase price of an 'rf'gtype of investmen?s being Burchased
regulations do not have a significant ecozestment purchased for a yield restrictecP(B) The bids received by the issuer
nomic impact on a substantial number ofiefeasance escrow will be treated as the et all of the folloi ‘ o
small entities This certification is based fajr market value of the investment on the cc. & O the Tollowing requirements.

: : . 1) The issuer receives at least three
upon the fact that the amount of time repurchase date if all of the following re'bicgs)from Toviders that the iSSLED-S
quired to meet the record keeping reduifguirements are satisfied: licited unde? a bona fide solicitation meet-

ment of these final regulations, aniest (A) The issuer makes a bona fide solic " : s of g
mated annual average of 1 hour pejation for the purchase of the investmenf(ng e requirements of paragraph (d)(6)-

taxpaye, is small Also, the regulations A hona fide solicitation is a solicitation r:;zl(ﬁllOrL;?ésriasle]‘?:llg:c;rl]Cilnttzzri;scti?nn'ge
affect a small number of taxpayerg-a that satisfies all of the following require-.

proximately 1400 annuall Therefore, a ments: |ssge A !‘t?_ad L:nderwri:_er in adnegotiadtetd
Regulatory Flexibiliy Act (5 U.S.C. chg-  ing and are timely forwarded to potentiar1 116 d fter the | q "
ter 6) is not required. Pursuant to sectioproviders. |isu_e unti I d":‘j}’? after the issue date o
78Q5(f) of the Internal Rever_1ue Code, _the (2) The bid specifications include a”;ﬁr:;g‘iaél ar:j\c;lisolrtl\?vﬂ,higg eg;'ttiloatﬁténgu?_s
potice of proppsed ruIemakmg precedinghaterial terms of the bigh term is mate- chase of the investment atF:he time thz bid
these regulations was submitted to thgal if it may directly or indirectly Hect Fioat ¢ ded "
Small Busines Administration for com- the yield or the cost of the investment. >PcC! ications are forwarded to potentia

ment on its impact on small business. (3) The bid specifications include gProviders has a material financial interest

statement notifying potential providersIn the issue A provider that is a related

that submission of a bid is a representz?—"’lrty to a provider that has a material fi-

The principal authors of these reguialion that the potential provider did noft S48 MEeS: I e B2 2 FERTnet ©
tions are Daxd White and Rebecca Harri- COnsult with any other potential provider!1 sUe

; ; about its bid, that the bid was determinet?
gal of the IRS @®ice of Chief Counsel (2) At least one of the three bids de-

and Edwin G. Oswald of the Departmen‘("ithOUt regard to any other formal or in- _
of the Treasuy. Howeve, other person. [0Tmal agreement that the potentiapcriped in paragraph (d)(6)(ii))(BIY of

nel from the IRS and éTreasury Depart- provider has with the issuer or any othelllis section is from a reasonably competi-

iy o person (whether or not in connection witfiveé Provide, within the meaning of para-
ment participated in their development. the bond issue), and that the bid is néraph (d)(6)(iii)(A)() of this section.

(7) At least three reasonably competi-
Yve providers are solicited for bidsA
reasonably competitive provider is a

Drafting Information

. being submitted solely as a courtesy to the (3) If the issuer uses an agent to con-
issuer or any other person for purposes 8tict the bidding process, the agent did not
Adoption & Amendments to the Satisfying the requirements of paragraphid to prOVide the investment.
Regulations (d)(6)(iii)(B)(1) or (2) of this section. (C) The winning bid meets the follow-

. (4) The terms of the bid specificationsng requirements:
Accordingl, 26 CFR parts 1 and 602, commercially reasonablé\ term is (1) Guaranteed investment contracts.

are amended as follows: commercially reasonable if there is a lelf the investment is a guaranteed inves
PART 1—INCOME TAXES gitimate business purpose for the terrment contract, the winning bid is the
other than to increase the purchase pri¢éghest yielding bona fide bid (deter-

Paragraph .1 The authority citation for or reduce the yield of the investment. Fomined net of any brokés fees).

part 1 continues to read in part as followsexample, for solicitations of investments (2) Other investments|f the invest-
Authority: 26 U.S.C. 7805 * * * for a yield restricted defeasance esgro ment is not a guaranteed investment con-
Pa. 2. Section 1.148-5 is amended athe hold firm period must be no longetract, the following requirements are met:

follows: than the issuer reasonably requires. (i) The winning bid is the lowest cost



bona fide bid (including any broke the certification under paragraphor .1% of the initial principal amount of
fees) The lowest cost bid is either the(d)(6)(iii)(D) of this section. investments deposited in the yiele-r
lowest cost bid for the portfoliorpif the (3) For each bid that is submitted, thestricted defeasance esato
issuer compares the bids on an investame of the person and entity submitting (B) For transactions in which a guaran-
ment-by-investment basis, the aggregatee bid, the time and date of the bid, antked investment contract and other invest-
cost of a portfolio comprised of the lowesthe bid results. ments are purchased for a yield restricted
cost bid for each investmenfAny pay- (4) The bid solicitation form and, if the defeasance escrow in a single investment
ment received by the issuer from derms of the purchase agreement or tHe.g., an issuer bids United Staferea-
provider at the time a guaranteed invesgguaranteed investment contract deviatesury obligations and an escrow float con-
ment contract is purchased (e.g., an efom the bid solicitation form or a submit-tract collectively), a brokes fee de-
crow float contract) for a yield restrictedted bid is modified, a brief statement exscribed in paragraph (e)(2)(iv)(A) of this
defeasance escrow under a bidding procplaining the deviation and stating the pursection will apply to the initial principal
dure meeting the requirements of thipose for the deviation. For example, iBmount of the investment deposited in the
paragraph (d)(6)(iii) is taken into accounthe issuer purchases a portfolio of investield restricted defeasance esgr@and a
in determining the lowest cost bid. ments for a yield restricted defeasance ebroker’s fee described in paragraph
(i) The lowest cost bona fide bid (in-crow and, in order to satisfy the yield re{e)(2)(iii) of this section will apply only to
cluding any brokes fees) is not greater striction requirements of section 148, athe guaranteed investment contract por-
than the cost of the mosffieient portfo- investment in the winning bid is replacedion of the investment.* * * * *
lio comprised exclusively of State andwith an investment with a lower yield, the
Local Government Series Securities fronissuer must retain a record of the substitf?*RT 602—OMB CONTROL
the United States Department ogéffrea- tion and how the price of the substitute inNUMBERS UNDER THE
suty, Bureau of Public DebtThe cost of vestment was determined. If the issud?\PERWORK REDUCTIGNACT
the most Hicient portfqlio of Sta_t_e ar_1d replace_s an investment ?n the winning bid p5 3 The authority citation for part
Local Gov_ernment Se_rles Secur_mes is tportfolio Wlt_h another mve_stment, the_602 continues to read as follows:
be_determlned at thg time that bids are re@urchase price of the new investment is Authority: 26 U.S.C. 7805.
quired to be _submlt_t_ed pursuant to thgot covered_ by _the safe harpor_ unless thepy 4 |n §602.101, paragraph (c) is
terrns of the bid specifications. |nvestment_|s bid under a bidding Proc€amended by revising the entry for
_ (iii) If Stg_te and Local G(_)vernment Sedure meeting th_g requirements of thi§ 143 5 in the table to read as follows:
ries Securities from the United States Degraragraph (d)(6)(iii).
partment of tk Treasuy, Bureau of Pub-  (5) For purchases of investments othe§602.101 OMB Conbl numbers.
lic Debt are not available for purchase othan guaranteed investment contracts, the
the day that bids are required to be sulzost of the mostféicient portfolio of
mitted pursuant to terms of the bid speciState and Local Government Series Secu- (c) ***
fications because sales of those securitieisies, determined at the time that the bids -
have been suspended, the cost compaviere required to be submitted pursuant fgFR partor section  Current OMB
son of paragraph (d)(6)(iii) (C)(ii) of the terms of the bid specifications. where identified control No.
this section is not required. (e) *** and described
(D) The provider of the investments or (2) ***
the obligor on the guaranteed investment (iv) Special rule for investments pur-
contract certifies the administrative costshased for a yieldestricted defeasance 11489 ... 1545-1098

* * *x * %

that it pays (or expects to ypaf any) to esecow. For investments purchased for a o e e x 1545-1490
third parties in connection with supplyingyield restricted defeasance esgra fee
the investment. paid to a bidding agent is a qualified ad-

(E) The issuer retains the followingministrative cost only if the following re- Robert EWenzel,
records with the bond documents untitjuirements are satisfied: Deputy Commissioner of
three years after the last outstanding bond (A) The fee is comparable to a fee that Internal Revenue.
is redeemed: _ would be_ cheged for a reasonably qom'Approved December 17, 1998.

(1) For purchases of guaranteed invesparable investment if acquired with a
ment contracts, a copy of the contract, ansburce of funds other than gross proceeds Donald C. Lubick,
for purchases of investments other thaaf tax-exempt bonds, and it is reasonable. Assistant Seetary of
guaranteed investment contracts, the pufhe fee is deemed to be comparable to a the Treasuy.
chase agreement or confirmation. fee that would be cinged for a compara-

(2) The receipt or other record of theble investment acquired with a source dffiled by the @ice of the Federal Regisl,terf] on _De‘h
amount actually paid by the issuer for théunds other than gross proceeds of tax-efEmPer 29, 1998, 8:45 a.m., and published in the
. . . .. ..Issue of the Federal Register for December 30, 1998,
investments, including a record of any adempt bonds, and to be reasonable if thgrg 71748)

ministrative costs paid by the issuand fee does not exceed the lesser of $10,000




