§1.148-2A

§1.148-2A General arbitrage yield re-
striction rules.

(a) through (b)(2)(i) [Reserved]. For
guidance see §1.148-2.

(b)(2)(ii) Exceptions to certification re-
quirement. An issuer is not required to
make a certification for an issue under
§1.148-2(b)(2)(i) if—

(A) The issuer reasonably expects as
of the issue date that there will be no
unspent gross proceeds after the issue
date, other than gross proceeds in a
bona fide debt service fund (e.g., equip-
ment lease financings in which the
issuer purchases equipment in ex-
change for an installment payment
note); or

(B) The issue price of the issue does
not exceed $1,000,000.

[T.D. 8538, 59 FR 24042, May 10, 1994. Redesig-
nated by T.D. 8718, 62 FR 25507, May 9, 1997]

§1.148-3A General
rules.

(a) through (h)(2) [Reserved].
guidance see §1.148-3.

(h)(3) Waivers of the penalty. For pur-
poses of §1.148-3(h)(3), willful neglect
does not include a failure that is at-
tributable solely to the permissible
retroactive selection of a short first
bond year if the rebate amount that
the issuer failed to pay is paid within
60 days of the selection of that bond
year.

[T.D. 8538, 59 FR 24042, May 10, 1994. Redesig-
nated by T.D. 8718, 62 FR 25507, May 9, 1997]

arbitrage rebate

For

§1.148-4A Yield on an issue of bonds.

(a) through (b)(4) [Reserved]. For
guidance see §1.148-4.

(b)(5) Special aggregation rule treating
certain bonds as a single fixed yield bond.
Two variable yield bonds of an issue
are treated in the aggregate as a single
fixed yield bond if—

(i) Aggregate treatment would result
in the single bond being a fixed yield
bond; and

(ii) The terms of the bonds do not
contain any features that could distort
the aggregate fixed yield from what the
yield would be if a single fixed yield
bond were issued. For example, if an
issue contains a bond bearing interest
at a floating rate and a related bond
bearing interest at a rate equal to a
fixed rate minus that floating rate,
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those two bonds are treated as a single
fixed yield bond only if neither bond
may be redeemed unless the other bond
is also redeemed at the same time.

(c) through (f) [Reserved]. For guid-
ance see §1.148-4.

(g) Yield on certain mortgage revenue
and student loan bonds. For purposes of
section 148 and §1.148-4, section
143(9)(2)(C)(ii) applies to the computa-
tion of yield on an issue of qualified
mortgage bonds or qualified veterans’
mortgage bonds. For purposes of apply-
ing sections 148 and 143(g) to a variable
yield issue of qualified mortgage bonds,
qualified veterans’ mortgage bonds, or
qualified student loan bonds, the yield
on that issue is computed over the
term of the issue, and §1.148-4(d) does
not apply to the issue. As of any date
before the final maturity date, the
yield over the term of the issue is
based on the actual amounts paid or re-
ceived to that date and the amounts
that are reasonably expected (as of
that date) to be paid or received over
the remaining term of the issue.

(h) Qualified hedging transactions—(1)
In general. Payments made or received
by an issuer under a qualified hedge (as
defined in §1.148-4(h)(2)) relating to
bonds of an issue are taken into ac-
count (as provided in paragraph (h)(3)
of this section) to determine the yield
on the issue. Except as provided in
paragraphs (h)(4) and (h)(5)(ii)(C) of
this section, the bonds to which a
qualified hedge relates are treated as
variable yield bonds. These hedging
rules apply solely for purposes of sec-
tions 143(g), 148, and 149(d).

(2) (i) through (vi) [Reserved]. For
guidance see §1.148-4(h)(2).

(2)(vii) Timing and duration. For a
contract to be a qualified hedge under
§1.148-4(h)(2), payments must not begin
to accrue under the contract on a date
earlier than the issue date of the
hedged bonds and must not accrue
longer than the hedged interest pay-
ments on the hedged bonds.

(viii) [Reserved]. For guidance see
§1.148-4(h).

(ix) ldentification. For a contract to
be a qualified hedge under §1.148-
4(h)(2), the contract must be identified
by the actual issuer on its books and
records maintained for the hedged
bonds not later than three days after
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