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Notice 2023-39: Forthcoming proposed
regulations regarding arbitrage treatment of
certainguarantee funds under section148

The IRS today released an advance version of Notice 2023-39 [PDF 110 KB] describing proposed regulations
under section 148 that the Treasury Department and IRS intend to issue regarding an exception to the arbitrage
investment restrictions under section 148 applicable to bonds the interest on which is excludable from gross
income under section 103(a).

Specifically, the proposed regulations will amend Treas. Reg. § 1.148-11(d)(1)(i)(F) regarding whether certain
perpetual trust funds created and controlled by States that are pledged as credit enhancement to guarantee tax-
exempt bonds will be treated as replacement proceeds of the guaranteed bonds for purposes of the arbitrage
investment restrictions on tax-exempt bonds under section 148.
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The information contained in TaxNewsFlash is not intended to be “written advice concerning one or more Federal tax matters” subject to the requirements of section
10 37(a)(2) of Treasury Department Circular 230, as the content of this document is issued for general informational purposes only, is intended to enhance the reader's
knowledge on the matters addressed therein, and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future.
No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.
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