CDFA /7/BNY MELLON DEVELOPMENT FINANCE WEBCAST SERIES
Understanding Proposed IRS Rules on Issue Price
and the Industry Impact

The Broadcast will Begin at 1:00pm EDT

P Submit your questions in advance using the GoToWebinar control panel

P View previous webcast recordings online at www.cdfa.net
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Hello! Welcome to the webcast.

20D Kar Knight

1 o Training Coordinator
Council of Development Finance Agencies
Columbus, OH

Are you a CDFA Member?

Members receive exclusive access
to thousands of resources in the
CDFA Online Resource Database.

Create your unique login today at
www.cdfa.net
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Join the Conversation

Fle View Help SEIEE)
ey 1 E & i
A . ® Use Telephone
Audio Mode:
uaio * Ouse Mic & Speakers

Dial: +1 484 589 1011

If you're already on the call, press #8# now. .

Listen through the telephone for best audio quality. -~ | Wi~ et

[=] Questions (=)

Submit your questions to the panelists here.
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Understanding Proposed IRS Rules on Issue Price
and the Industry Impact

pQ Panelists

-:ﬁdfa November 4, 2015 .
L3 SN, SC Rena Nakashima, Moderator
Senior Project Manager
BNY Mellon
John Vahey

Director, Federal Policy
Bond Dealers of America

CDFA Training Institute Matthias Edrich
Of Counsel, Tax Attorney
14 courses in development finance Kutak Rock LLP

designed for all skill levels. Learn
more and register today at
www.cdfa.net
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Understanding Proposed IRS Rules on Issue Price
and the Industry Impact

D> Rena Nokeshima

Senior Product Manager
BNY Mellon
Los Angeles, CA

What are you reading?

Your development finance toolbox
isn’t complete without a set of
CDFA reference guides. Members
save 15% on every purchase.

Order today at www.cdfa.net.
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Understanding Proposed IRS Rules on Issue Price
and the Industry Impact

D> Matthios Edrich

Of Counsel, Tax Attorney
Kutak Rock LLP
Denver, CO

Are you a CDFA Member?

Members receive exclusive access
to thousands of resources in the
CDFA Online Resource Database.

Create your unique login today at
www.cdfa.net
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Understanding Proposed IRS Rules on Issue Price
and the Industry Impact

WY lohnvahey

Director, Federal Policy
Bond Dealers of America
Washington, DC

CDFA Training Institute

14 courses in development finance
designed for all skill levels. Learn
more and register today at
www.cdfa.net
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Understanding Proposed IRS
Rules on Issue Price and the
Industry Impact

CDFA // BNY Mellon Development Finance Webcast Series




Why is Issue Price Important?

 What is issue price?

* Issue price is the price at which the issuer sells a new obligation to the public
or the initial holder before the obligation trades in the secondary market.
Sometimes referred to as offering price.

* Why should you care about issue price?

* Purchasers care about issue price because issue price is needed to determine
gains and losses from sales or exchanges of obligations.

* Issuers care about issue price because issue price is needed to determine
whether the obligations satisfy tax rules (e.g., are tax-exempt)



What are the Existing Rules?

* Issue price for taxable and tax-exempt obligations:
* First price at which “substantial amount” of obligations is sold to public.
* Usually determined for each maturity of obligations. Issue price of an “issue”
of obligations is sum of issue prices of each obligation maturity.
 Special additional rules for tax-exempt obligations:
e “Substantial amount” means ten percent.
* Issue price is based on reasonable expectations on sale date of obligations.

* If obligation is sold to a bank (sometimes called a “direct placement”
or “bank purchase”), issue price is the negotiated purchase price.



What are the Proposed Rules?

* Treasury Department is concerned that the 10-percent test does not always
produce a representative price. Treasury Department has proposed new “issue
price” regulations to improve the determination of issue price.

e 2013 Proposed Regulations:
* Would remove the “reasonable expectations” test.

* Issue price would be the first price at which a minimum of 25 percent of the bonds in an
issue Is actually sold to the “public.”

* Sales to underwriters would not be counted towards the 25 percent requirement.
* Much criticism of the 2013 proposed regulations followed.

e 2015 Proposed Regulations

* In June, Treasury Department withdrew 2013 proposed regulations and proposed
new regulations.

* The 2015 proposed regulations revive the “reasonable expectations” test, but
provide that the “reasonable expectations” test may be used only in certain
circumstances.

* If the issuer cannot satisfy the requirements of the proposed “reasonable
expectations” test, the issue price would be determined based on the existing
actual sales test.



How will the Proposed Rules Affect You?

* Proposed definition is significant improvement over 2013 proposal.

 Definition of “public” is much improved.
* The 10 percent actual sales approach is more realistic than 2013 proposal.

 Remember, however, that these are proposed (not final) regulations.

* Election to use proposed issue price definition is permitted, but
election might not be recommended.




Should You Elect to Use the Proposed Rules?

* Improvements to the General Rule are needed
* Clarifications of the Alternative Rule are needed



Audience Questions

NATIONAL DEVELOPMENT FINANCE SUMMIT

Hosted J EDA

SOUTH CAROLINA
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Intro Property Assessed
Clean Energy (PACE)

.E-’_cdfa December 1-2, 2015
S Daily: 12-5pm (EST)

Upcoming Events at CDFA

Register Online at www.cdfa.net

Intro Brownfields Finance Course
November 4, 2015
Charleston, SC

Intro PACE WebCourse
December 1-2, 2015
Daily: 12-5pm (EST)

Fundamentals of Economic Development Finance WebCourse
January 27-28, 2015
Daily: 12-5pm (EST)
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Join Us for Future Webcasts

> CDFA //BNY MELLON DEVELOPMENT FINANCE WEBCAST SERIES
Tuesday, November 17 @ 1:00 pm EST
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Contact Us

A >
s lllcdfa
B

BNY MELLON

Council of
Development
Finance
Agencies

Rena Nakashima Katie Kramer
Senior Product Manager Vice President
213-309-3413 614-705-1316
Rena.nakashima@bnymellon.com kkramer@cdfa.net

The material contained herein is for informational purposes only. The content of this is not intended to provide authoritative financial, legal, regulatory or other professional
advice. The Bank of New York Mellon Corporation and any of its subsidiaries makes no express or implied warranty regarding such material, and hereby expressly disclaims all
legal liability and responsibility to persons or entities that use this report based on their reliance of the information in such report. The presentation of this material neither
constitutes an offer to sell nor a solicitation of an offer to buy any securities described herein.
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