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Example (1). Municipality X publicly offers 
its general debt obligations to United States 
persons. The obligations have a maturity at 
issue exceeding 1 year. The obligations are 
registration-required obligations under 
§ 5f.103–1(b). When individual A buys an obli-
gation, X issues an obligation in A’s name 
evidencing A’s ownership of the principal 
and interest under the obligation. A can 
transfer the obligation only by surrendering 
the obligation to X and by X issuing a new 
instrument to the new holder. The obligation 
is issued in registered form. 

Example (2). Municipality Y issues a single 
obligation on January 4, 1983 to Bank M pro-
vided that (i) Bank M will not at any time 
transfer any interest in the obligation to any 
person unless the transfer is recorded on Mu-
nicipality Y’s records (except by means of a 
transfer permitted in (ii) of this example) 
and (ii) interests in the obligation that are 
sold by Bank M (and any persons who ac-
quire interests from M) will be reflected in 
book entries. C, an individual, buys an inter-
est in Y’s obligation from Bank M. Bank M 
receives the interest or principal payments 
with respect to C’s interest in the obligation 
as agent for C. Bank M records interests in 
the Municipality Y obligation as agent of 
Municipality Y. Any transfer of C’s interest 
must be reflected in a book entry in accord-
ance with Bank M’s agreement with Munici-
pality Y. Since C’s interest can only be 
transferred through a book entry system 
maintained by the issuer (or its agent), the 
obligation is considered issued in registered 
form. Interest received by C is excludable 
from gross income under section 103(a). 

Example (3). Municipality Z wishes to sell 
its debt obligations having a maturity in ex-
cess of 1 year. The obligations are sold to 
Banks N, O, and P, all of which are located 
in Municipality Z. By their terms the obliga-
tions are freely transferable, although each 
of the banks has stated that it acquired the 
obligations for purposes of investment and 
not for resale. Obligations similar to the ob-
ligations sold by Municipality Z are traded 
in the market for municipal securities. The 
obligations issued by Municipality Z are of a 
type offered to the public and are therefore 
registration-required under § 5f.103–1 (b). 

Example (4). Corporation A issues an obli-
gation that is registered with the corpora-
tion as to both principal and any stated in-
terest. Transfer may be effected by the sur-
render of the old instrument and either the 
reissuance by the issuer of the old instru-
ment to the new holder or the issuance by 
the issuer of a new instrument to the new 
holder. The obligation can be converted into 
a form in which the right to the principal of, 
or stated interest on, the obligation may be 
effected by physical transfer of the obliga-
tion. Under § 5f.103–1 (c) and (e), the obliga-
tion is not considered to be in registered 
form and is considered to be in bearer form. 

Example (5). Corporation B issues its obli-
gations in a public offering in bearer defini-
tive form. Beginning at X months after the 
issuance of the obligations, a purchaser (ei-
ther the original purchaser or a purchaser in 
the secondary market) may deliver the de-
finitive bond in bearer form to the issuer in 
exchange for a registration receipt evidenc-
ing a book entry record of the ownership of 
the obligation. The issuer maintains the 
book entry system. The purchaser identified 
in the book entry as the owner of record has 
the right to receive a definitive bearer obli-
gation at any time. Under § 5f.103–1 (c) and 
(e), the obligation is not considered to be 
issued in registered form and is considered to 
be issued in bearer form. All purchasers of 
the obligation are considered to hold an obli-
gation in bearer form. 

Example (6). Corporation C issues obliga-
tions in bearer form. A foreign person pur-
chases a definitive bearer obligation and 
then sells it to a United States person. At 
the time of the sale, the United States per-
son delivers the bearer obligation to Cor-
poration C and receives an obligation that is 
identical except that the obligation is reg-
istered as to both principal and any stated 
interest with the issuer or its agent and may 
be transferred at all times until its maturity 
only through a means described in § 5f.103– 
1(c). Under § 5f.103–1(e), the obligation is con-
sidered to be in registered form from the 
time it is delivered to Corporation C until its 
maturity. 

(g) Cross-references. See section 
103A(j)(1) for the registration require-
ment of certain mortgage subsidy 
bonds issued after December 31, 1981, 
and § 6a.103A–1(a)(5) for the definition 
of registered form for such obligations 
issued after December 31, 1981, and on 
or before December 31, 1982. See also 
section 103(h) (requiring registration of 
certain energy bonds issued on or after 
October 18, 1979). 

[T.D. 7852, 47 FR 51361, Nov. 15, 1982, as 
amended by T.D. 8111, 51 FR 15463, Dec. 19, 
1986] 

§ 5f.103–2 Public approval of industrial 
development bonds. 

(a) General rule. An industrial devel-
opment bond (within the meaning of 
§ 1.103–7(b)(1) issued after December 31, 
1982, shall be treated as an obligation 
not described in section 103(a) unless it 
is issued as part of an issue which sat-
isfies the public approval requirement 
of section 103(k) and paragraph (c) of 
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this section or is described in the ex-
ceptions set forth in paragraph (b) of 
this section. 

(b) Exceptions—(1) No extension of ma-
turity. Paragraph (a) of this section 
does not apply to a refunding obliga-
tion if— 

(i) It refunds an obligation which was 
approved under section 103(k) and this 
section (or which is treated as ap-
proved pursuant to paragraph (f) of this 
section), and 

(ii) It has a maturity date which is 
not later than the maturity date of the 
obligation to be refunded. 

(2) Refunding of pre-July 1, 1982, obli-
gation. Paragraph (a) of this section 
does not apply to an obligation issued 
solely to refund an obligation which— 

(i) Was issued before July 1, 1982, and 
(ii) Has a term which does not exceed 

3 years. 
The term of an obligation is deter-
mined without regard to whether it is 
a refunding obligation. With respect to 
the refunding of an issue also con-
taining obligations with terms which 
exceed 3 years, paragraph (b)(2) applies 
only if the refunding issue proceeds are 
used solely to refund obligations with 
terms not exceeding 3 years and to pay 
reasonable incidental costs of the re-
funding (e.g., legal and accounting fees, 
printing costs, and rating fees) attrib-
utable thereto. Paragraph (b)(2) applies 
only to issues issued after December 31, 
1982, the proceeds of which are used to 
refund issues issued prior to July 1, 
1982. Thus, subsequent refundings of 
such refunding issues must satisfy the 
public approval requirement of section 
103(k) and paragraph (c) of this section. 

(c) Public approval requirement—(1) In 
general. An issue is publicly approved if 
prior to the date of issue the govern-
mental unit(s) described in subpara-
graphs (2) and (3) this paragraph (c) ap-
prove the issue, in the manner de-
scribed in paragraph (d) of this section. 
See paragraph (f) for rules pertaining 
to determining the scope of an ap-
proval and paragraph (g)(1) for the defi-
nition of ‘‘governmental unit’’. 

(2) Issuer approval. The governmental 
unit (i) which will issue the obligations 
or (ii) on behalf of which the issue is to 
be issued must approve the issue 
(‘‘issuer approval’’). If the issuer is not 
a governmental unit, the governmental 

unit on behalf of which the issuer acts 
shall be determined in a manner con-
sistent with determinations under 
§ 1.103–1, and such unit must approve 
the issue. However, in the case of an 
issuer which issues obligations on be-
half of more than one governmental 
unit (e.g., an authority which acts for 
two counties), any one of such units 
may give the issuer approval required 
by this paragraph (c)(2). 

(3) Host approval. Each governmental 
unit the geographic jurisdiction (as de-
fined in paragraph (g)(4)) of which con-
tains the site of a facility to be fi-
nanced by the issue must approve the 
issue (‘‘host approval’’). However, if the 
entire site of a facility to be financed 
by the issue is within the geographic 
jurisdiction of more than one govern-
mental unit within a State (counting 
the State as a governmental unit with-
in such State), then any one of such 
units may provide host approval for 
the issue with respect to that facility. 
For purposes of this paragraph (c)(3), if 
property to be financed by the issue is 
located within two or more govern-
mental units but not entirely within 
either of such units, each portion of 
the property which is located entirely 
within the smallest respective govern-
mental units may be treated as a sepa-
rate facility. The issuer approval (as 
described in paragraph (c)(2)) may be 
treated as a host approval if the gov-
ernmental unit giving the issuer ap-
proval is also a governmental unit de-
scribed in this paragraph (c)(3). See 
paragraph (e)(2) with respect to host 
approval by a governmental unit with 
no applicable elected representative. 

(d) Method of public approval. For pur-
poses of this section, an issue is ap-
proved by a governmental unit only 
if— 

(1) An applicable elected representa-
tive (as defined in paragraph (e)) of 
such unit approves the issue following 
a public hearing (as defined in para-
graph (g)(2)) held in a location which, 
under the facts and circumstances, is 
convenient for residents of the unit, 
and for which there was reasonable 
public notice (as defined in paragraph 
(g)(3)), or 

(2) A referendum of the voters of the 
unit (as defined in paragraph (g)(5)) ap-
proves the issue. 

VerDate Mar<15>2010 15:53 May 16, 2013 Jkt 229100 PO 00000 Frm 00111 Fmt 8010 Sfmt 8010 Q:\26\229100.XXX ofr150 PsN: PC150



102 

26 CFR Ch. I (4–1–13 Edition) § 5f.103–2 

An approval may satisfy the require-
ments of this section without regard to 
the authority under State or local law 
for the acts constituting such approval. 
The location of hearing will be pre-
sumed convenient for residents of the 
unit if it is located in the approving 
governmental unit’s capital or seat of 
government. If more than one govern-
mental unit is required to provide a 
public hearing, such hearings may be 
combined as long as the combined 
hearing is a joint undertaking that 
provides all of the residents of the par-
ticipating governmental units (i.e., 
those relying on such hearing as an ele-
ment of public approval) a reasonable 
opportunity to be heard. The location 
of any combined hearing is presumed 
to provide a reasonable opportunity to 
be heard provided it is no farther than 
100 miles from the seat of government 
of each participating governmental 
unit beyond whose geographic jurisdic-
tion the hearing is conducted. 

(e) Applicable elected representative— 
(1) In general. The applicable elected 
representative of a governmental unit 
means— 

(i) Its elected legislative body, 
(ii) Its chief elected executive officer, 
(iii) In the case of a State, the chief 

elected legal officer of the State’s exec-
utive branch of government, or 

(iv) Any official elected by the voters 
of the unit and designated for purposes 
of this section by the unit’s chief elect-
ed executive officer or by State or local 
law to approve issues for the unit. 
For purposes of subdivisions (ii), (iii), 
and (iv) of this paragraph (e)(1), an offi-
cial shall be considered elected by the 
voters of the unit only if he is popu-
larly elected at-large by the voters of 
the governmental unit. If an official 
popularly elected at-large by the voters 
of a governmental unit is appointed or 
selected pursuant to State or local law 
to be the chief executive officer of the 
unit, such official is deemed to be an 
elected chief executive officer for pur-
poses of this section but for no longer 
than his tenure as an official elected 
at-large. In the case of a bicameral leg-
islature which is popularly elected, 
both chambers together constitute an 
applicable elected representative, but 
neither chamber does independently, 
unless so designated under paragraph 

(e)(1)(iv). If multiple elected legislative 
bodies of a governmental unit have 
independent legislative authority, how-
ever, the body with the more specific 
authority relating to the issue is the 
only legislative body described in para-
graph (e)(1)(i) of this section. See para-
graph (h), Example (7) of this section. 

(2) Governmental unit with no applica-
ble elected representative. (i) The appli-
cable elected representatives of a gov-
ernmental unit with no representative 
(but for this paragraph (e)(2) and sec-
tion 103(k)(2)(E)(ii)) are deemed to be 
those of the next higher governmental 
unit (with an applicable elected rep-
resentative) from which the govern-
mental unit derives its authority. For 
purposes of this subparagraph (2), a 
governmental unit derives its author-
ity from another unit which— 

(A) Enacts a specific law (e.g., a pro-
vision in a State constitution, charter 
or statute) by or under which the gov-
ernmental unit is created, 

(B) Otherwise empowers or approves 
the creation of the governmental unit, 
or 

(C) Appoints members to the gov-
erning body of the governmental unit. 
In the case of a governmental unit with 
no applicable elected representative 
(but for this paragraph (e)(2)), any unit 
described in subdivision (A), (B), or (C) 
or this paragraph (e)(2)(i) may be treat-
ed as the next higher unit, without re-
gard to the relative status of all of 
such units under State law. 

(ii) In the case of a host approval (as 
required under paragraph (c)(3) of this 
section), a unit may be treated as the 
next higher unit, only if— 

(A) The facility is located within its 
geographic jurisdiction, and 

(B) Eligible individuals, if any, resid-
ing at the site of the facility are enti-
tled to vote for the applicable elected 
representative of that unit (as deter-
mined under this paragraph (e)). 

(3) On behalf of issuers. In the case of 
an issuer which is not a governmental 
unit but which issues bonds on behalf 
of a governmental unit, the applicable 
elected representative is any applicable 
elected representative of the unit on 
behalf of which the bonds are issued. If 
the unit on behalf of which the bonds 
are issued has no applicable elected 
representative (but for paragraph (e)(2) 
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of this section), the applicable elected 
representative of the governmental 
unit is determined in the manner de-
scribed in paragraph (e)(2). 

(f) Scope of approval—(1) In general. 
Public approval is required by section 
103(k) and this section for issues of in-
dustrial development bonds, except as 
otherwise provided in paragraphs (a) 
and (b) of this section. An issue is 
treated as approved if the govern-
mental units (described in paragraph 
(c) of this section in relation to the 
issue) have approved either— 

(i) The issue (by approving each facil-
ity to be financed), not more than one 
year before the date of issue, or 

(ii) A plan of financing for each facil-
ity financed by the issue pursuant to 
which the issue in question is timely 
issued (as required in paragraph (f)(3) 
of this section). 
In either case, the scope of the ap-
proval is determined by the informa-
tion, as specified in paragraph (f)(2), 
contained in the notice of hearing 
(when required) and the approval. 

(2) Information required. A facility is 
within the scope of an approval if the 
notice of hearing (when required) and 
the approval contain— 

(i) A general, functional description 
of the type and use of the facility to be 
financed (e.g., ‘‘a 10,000 square foot ma-
chine shop and hardware manufac-
turing plant’’, ‘‘400-room airport hotel 
building’’, ‘‘dock facility for super-
tankers’’, ‘‘convention center audito-
rium and sports arena with 25,000 seat-
ing capacity’’, ‘‘air and water pollution 
control facilities for oil refinery’’), 

(ii) The maximum aggregate face 
amount of obligations to be issued with 
respect to the facility, 

(iii) The initial owner, operator, or 
manager of the facility, 

(iv) The prospective location of the 
facility by its street address or, if 
none, by a general description designed 
to inform readers of its specific loca-
tion. 
An approval is valid for purposes of 
this section with respect to any issue 
used to provide publicly approved fa-
cilities, notwithstanding insubstantial 
deviations with respect to the max-
imum aggregate face amount of the 
bonds issued under the approval for the 
facility, the name of its initial owner, 

manager, or operator, or the type or lo-
cation of the facility from that de-
scribed in the approval. An approval or 
notice of public hearing will not be 
considered to be adequate if any of the 
items in subdivisions (i) through (iv) of 
this subparagraph (2), with respect to 
the facility to be financed, are un-
known on the date of the approval or 
the date of the public notice. 

(3) Timely issuance pursuant to a plan 
of financing. An issue is timely issued 
pursuant to a plan of financing for a fa-
cility if— 

(i) The issue is issued no later than 3 
years after the first issue pursuant to 
the plan, and 

(ii) The first such issue in whole or in 
part issued pursuant to the plan was 
issued no later than 1 year after the 
date of approval. 

(4) Facility—definition. For purposes 
of this paragraph (f), the term ‘‘facil-
ity’’ includes a tract or adjoining 
tracts of land, the improvements there-
on and any personal property used in 
connection with such real property. 
Separate tracts of land (including im-
provements and connected personal 
property) may be treated as one facil-
ity only if they are used in an inte-
grated operation. 

(g) Definitions. For purposes of this 
section— 

(1) Governmental unit. Governmental 
unit has the same meaning as in § 1.103– 
1. Thus, a governmental unit is a 
State, territory, a possession of the 
United States, the District of Colum-
bia, or any political subdivision there-
of. The term ‘‘political subdivision’’ de-
notes any division of any State or local 
governmental unit which is a munic-
ipal corporation or which has been del-
egated the right to exercise part of the 
sovereign power of the unit. 

(2) Public hearing. Public hearing 
means a forum providing a reasonable 
opportunity for interested individuals 
to express their views, both orally and 
in writing, on the proposed issue of 
bonds and the location and nature of a 
proposed facility to be financed. In 
general, a governmental unit may se-
lect its own procedure for the hearing, 
provided that interested individuals 
have a reasonable opportunity to ex-
press their views. Thus, it may impose 
reasonable requirements on persons 
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who wish to participate in the hearing, 
such as a requirement that persons de-
siring to speak at the hearing so re-
quest in writing at least 24 hours be-
fore the hearing or that they limit 
their oral remarks to 10 minutes. For 
purposes of this public hearing require-
ment, it is not necessary, for example, 
that the applicable elected representa-
tive who will approve the bonds be 
present at the hearing, that a report on 
the hearing be submitted to that offi-
cial, or that State administrative pro-
cedural requirements for public hear-
ings in general be observed. However, 
compliance with such State procedural 
requirements (except those at variance 
with a specific requirement set forth in 
this section) will generally assure that 
the hearing satisfies the requirements 
of this section. The hearing may be 
conducted by any individual appointed 
or employed to perform such function 
by the governmental unit or its agen-
cies, or by the issuer (if on behalf of 
issuer). Thus, for example, for bonds to 
be issued by an authority that acts on 
behalf of a county, the hearing may be 
conducted by the authority, the coun-
ty, or an appointee or employee of ei-
ther. 

(3) Reasonable public notice. Reason-
able public notice means published no-
tice which is reasonably designed to in-
form residents of the affected govern-
mental units, including residents of the 
issuing unit and the governmental unit 
where a facility is to be located, of the 
proposed issue. The notice must state 
the time and place for the hearing and 
contain the information contained in 
paragraph (f)(2) of this section. Notice 
is presumed reasonable if published no 
fewer than 14 days before the hearing. 
Except in the locality of the facility, 
publication is presumed to be reason-
ably designed to inform residents of 
the approving governmental unit if 
given in the same manner and same lo-
cations as required of the approving 
governmental unit for any other pur-
poses for which applicable State or 
local law specifies a notice of public 
hearing requirement (including laws 
relating to notice of public meetings of 
the governmental unit). Notice is pre-
sumed reasonably designed to inform 
affected residents in the locality of the 
facility only if published in one or 

more newspapers of general circulation 
available to residents of that locality 
or if announced by radio or television 
broadcast to those residents. 

(4) Geographic jurisdiction. Geographic 
jurisdiction is the area encompassed by 
the boundaries prescribed by State or 
local law for a governmental unit or, if 
there are no such boundaries, the area 
in which a unit may exercise such sov-
ereign powers that make that unit a 
governmental unit for purposes of 
§ 1.103–1 and this section. 

(5) Voter referendum. A voter ref-
erendum is a vote by the voters of the 
affected governmental unit conducted 
in the manner and at such a time as 
voter referenda on matters relating to 
governmental spending or bond 
issuances by the governmental unit 
under applicable State and local law. 

(h) Examples. The provisions of this 
section may be illustrated by the fol-
lowing examples: 

Example (1). State X proposes to issue an 
industrial development bond, the proceeds of 
which are to finance a facility located en-
tirely within the geographic jurisdiction of 
City Y (which is located in State X). Under 
the provisions of paragraph (c), only State X 
must approve the issue because State X is 
the issuer and the facility is to be located 
entirely within the State’s geographic juris-
diction. Its applicable elected representative 
must approve the issue after the public no-
tice and public hearing requirements are sat-
isfied. 

Example (2). (i) Industrial Development Au-
thority X proposes to issue an industrial de-
velopment bond, the proceeds of which are to 
finance a facility located entirely within the 
geographic jurisdiction of City Y (which is 
located in State Z). Authority X acts on be-
half of State Z. Under the provisions of para-
graph (c), only State Z must approve the 
issue because State Z is the governmental 
unit on behalf of which Authority X, the 
issuer, is acting and the facility is to be lo-
cated entirely within its geographic jurisdic-
tion. 

(ii) State Z has a governor, an elected bi-
cameral legislature and an appointed attor-
ney general who is the chief legal officer of 
State Z. Under the laws of State Z, the attor-
ney general must approve any issue of indus-
trial development bonds. The approval by 
the attorney general is not a sufficient ap-
proval under this section, since the attorney 
general is not an applicable elected rep-
resentative within the meaning of this sec-
tion. Under the provisions of paragraphs (d) 
and (e), either the governor, both chambers 
of the legislature or any popularly elected 
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official of the State who is designated for 
this purpose by the governor or by State law 
must approve the issue after the public no-
tice and public hearing requirements are sat-
isfied. 

Example (3). (i) County Y, a county in State 
X, proposes to issue an industrial develop-
ment bond, the proceeds of which are to fi-
nance a facility located entirely within its 
jurisdiction. Under the provisions of para-
graph (c), only County Y must approve the 
issue because County Y is the issuer and the 
facility is to be located entirely within the 
geographic jurisdiction of County Y. 

(ii) County Y has no elected officials or 
legislature. County Y derives its authority 
from State X which is the next higher gov-
ernmental unit with an applicable elected 
representative. The laws of State X des-
ignate the attorney general, who is an offi-
cial of State X elected at-large, as the offi-
cial who must approve any issue of indus-
trial development bonds for the State. Under 
this section, State X’s attorney general is an 
applicable elected representative who may 
approve the issue after the public notice and 
public hearing requirements are satisfied. 

Example (4). (i) City X, a city located in 
County Y and State Z, proposes to issue an 
industrial development bond, the proceeds of 
which are to finance a facility located en-
tirely within the geographic jurisdiction of 
City X. Under the provisions of paragraph 
(c), only City X must approve the issue be-
cause it is the issuer and the facility is to be 
located entirely within the geographic juris-
diction of City X. 

(ii) Mayor A, the chief elected executive of-
ficer of City X, has designated, for purposes 
of this section, Deputy Mayor B, an official 
of City X elected at-large, to approve indus-
trial development bond issues for the city. 
Under the provisions of paragraph (e), Dep-
uty Mayor B may approve the issue, since he 
is an applicable elected representative, after 
the public notice and public hearing require-
ments are satisfied. 

Example (5). (i) County M proposes to issue 
an industrial development bond to finance a 
project located partly within the geographic 
jurisdiction of County M and partly within 
the geographic jurisdiction of County N. 
Both counties are located in State X. The 
part of the project in County N is also lo-
cated partly within the geographic jurisdic-
tion of City O and partly within the geo-
graphic jurisdiction of City P. Under the pro-
visions of paragraph (c)(2), County M must 
give issuer approval. Additionally, under the 
provisions of paragraph (c)(3), either State X, 
County N, or both Cities O and P, must give 
host approval. 

(ii) Counties M and N will approve the 
issue, but neither has any officials who are 
elected at-large by the voters of the respec-
tive governmental units. Both governmental 
units derive their authority from State X 

which is the next higher governmental unit 
with an applicable elected representative. 
Under the provisions of paragraph (e), an ap-
plicable elected representative of State X 
must approve the issue for Counties M and N 
after the public notice and public hearing re-
quirements are satisfied. 

Example (6). (i) County M proposes to issue 
an industrial development bond to finance 
two facilities. One facility is located entirely 
within the geographic jurisdiction of County 
M and the second facility is located partly 
within the geographic jurisdiction of County 
M and partly within the geographic jurisdic-
tion of County N. The second facility is also 
located within the geographic jurisdictions 
of Cities O and P, which cities are located 
within the geographic jurisdiction of County 
N. Under the provisions of paragraph (c)(2), 
County M must give issuer approval. Addi-
tionally, under the provisions of paragraph 
(c)(3), either State X, County N, or both Cit-
ies O and P, must give host approval. 

(ii) Counties M and N will approve the 
issue. Each has a chief elected executive offi-
cer. Under the provisions of paragraphs (d) 
and (e), the chief elected executive officer of 
each county may approve the issue, after the 
public notice and public hearing require-
ments are satisfied. 

Example (7). (i) State X proposes to issue an 
industrial development bond to finance a fa-
cility located partly within the geographic 
jurisdiction of State X and partly within the 
geographic jurisdiction of State Y. That por-
tion of the facility located in State Y is lo-
cated entirely within the geographic juris-
diction of City Z. State X must give issuer 
approval. Additionally, either State Y or 
City Z must give host approval as that part 
of the facility to be located outside State X 
will be entirely within the geographic juris-
diction of each unit. 

(ii) Under the provisions of paragraphs (d) 
and (e), the governor of State X may approve 
the issue, after the public notice and public 
hearing requirements are satisfied. City Z 
(assuming that it give host approval for the 
bond) has a city council and a school board, 
both of which are elected legislative bodies 
with independent jurisdiction. The authority 
of the school board is limited under State 
law to matters directly concerning the provi-
sion of public education. Under paragraph 
(e), the school board is not an applicable 
elected representative of City Z but the city 
council is an applicable elected representa-
tive of City Z. The city council may approve 
the issue after the public hearing and public 
notice requirements are satisfied. 

Example (8). (i) Public Housing Authority 
M, a governmental unit, proposes to issue an 
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industrial development bond to finance sev-
eral housing projects with known sites lo-
cated entirely within its geographic jurisdic-
tion. M’s geographic jurisdiction is coexten-
sive with the combined geographic jurisdic-
tions of Counties N and O. The projects are 
separately owned and managed. They are not 
adjacent to each other. The projects also are 
located in County N. Under the provisions of 
paragraph (c), M must give issuer approval. 

(ii) M, which has no elected officials or leg-
islature, was created by both Counties N and 
O pursuant to a special statute of State Q 
permitting such a joint undertaking. Both 
Counties N and O have an applicable elected 
representative. Under the provisions of para-
graph (e)(2), either County N, County O, or 
State Q is deemed to be the next higher gov-
ernmental unit with an applicable elected 
representative, and an applicable elected 
representative from any of these units may 
give the issuer approval for Authority M. 
Therefore, either the applicable representa-
tive of County N, County O, or State Q can 
give the issuer approval for Authority M. 

(iii) For purposes of the host approval, the 
issuer approval by M will satisfy the host ap-
proval requirement only if the applicable 
elected representative of County N or State 
Q gives issuer approval for M. Under the pro-
visions of paragraph (e)(2), the host approval 
requirement is satisfied only if qualified per-
sons residing at the site of the facility are 
entitled to vote for the applicable elected 
representative who gave the approval (i.e., 
the representative of State Q or County N). 
However, if the applicable elected represent-
ative of O gave issuer approval for Authority 
M, a separate host approval would be re-
quired because the residents of the sites 
where the projects are located (i.e., County 
N) could not note for the applicable elected 
representative of County O. 

(iv) Public Housing Authority M conducts 
a public hearing concerning prospective 
housing projects following notice thereof 
published in a newspaper of general circula-
tion in County N. Additionally, M provides 
notice to the residents of O (which are also 
within M’s jurisdiction) in the manner re-
quired for notice of public hearing for other 
purposes under State Q law. Following the 
public hearing, the chief elected executive 
officer of County N approves for Authority M 
prospective issues for the project. M issues 
two $7 million issues, one for each project. 
One issue is issued six months after the date 
of approval; the second issue is issued thir-
teen months thereafter. On these facts, only 
the first issue satisfied the public approval 
requirement of this section. 

[T.D. 7892, 48 FR 21117, May 11, 1983] 

§ 5f.103–3 Information reporting re-
quirements for certain bonds. 

(a) General rule. Under section 103(l), 
any private purpose bond issued after 
December 31, 1982 (including any obli-
gation issued thereafter to refund pri-
vate purpose bonds issued before De-
cember 31, 1982) shall be treated as an 
obligation not described in section 
103(a) unless the information reporting 
requirement (as described in paragraph 
(c) of this section) is substantially sat-
isfied with respect to the issue of which 
the bond is a part. For rules concerning 
bonds issued after December 31, 1986, 
see § 1.149(e)–1 of this chapter. 

(b) Private purpose bonds. For pur-
poses of this section, the term ‘‘private 
purpose bond’’ means— 

(1) Any industrial development bond 
(as defined in section 103(b)(2) and 
§ 1.103–7(b)(1)), or 

(2) Any obligation which is issued as 
part of an issue all or a major portion 
of the proceeds of which are to be used 
directly or indirectly— 

(i) To finance loans to individuals for 
educational or related expenses (here-
inafter referred to as a ‘‘student loan 
bond’’), or 

(ii) By an organization described in 
section 501(c)(3) which is exempt from 
taxation by reason of section 501(a) 
(hereinafter referred to as ‘‘private ex-
empt entity bond’’). 

The meaning of the terms ‘‘major por-
tion’’ and ‘‘directly or indirectly’’ shall 
be the same as under § 1.103–7. Student 
loan bonds include, but are not limited 
to, qualified scholarship funding bonds 
(as defined in section 103(e)). 

(c) Information required. An obligation 
satisfies the requirements of section 
103(l) and this section only if it is 
issued as part of an issue with respect 
to which the issuer, based on informa-
tion and reasonable expectations deter-
mined as of the date of issue, submits 
on Form 8038 the information required 
therein, including— 

(1) The name, address, and employer 
identification number of the issuer, 

(2) The date of issue (as defined in 
paragraph (g)(1)), 

(3) The face amount of the issue, 
(4) The total purchase price of the 

issue, 
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