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refinancing capital costs on a taxtaxexempt basis. These
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directly and result in
lower interest costs to the borrower.
In essence,
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apply to the individual
individual borrower,
borrower, not
to the issuer. On pooled bond issues,
again
borrower is
is treated
again each
each borrower
treated individually, although
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of
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would have to qualify for the issue to
be designated as bank qualified.
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deduct 80% of their “cost of carry” for
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whether the bonds are
are designated as

“bank qualified,”
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up to
to an
an amount
amount of
bonds
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exceeding
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the
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As
banks should
As a consequence,
consequence, banks
be more interested
interested in directly
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501(c)(3) bonds, particularly
particularly for
borrowers
that
expect
borrowers
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than $30 million
million in
in aacalendar
calendar year,
year,
and at a lower interest rate reflecting
their ability
ability to deduct
deduct 80%
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their
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“cost
would also
“cost of
of carry.”
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These rules would
apply to the refunding of existing
existing taxexempt bonds.
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