Financial Asset Securitization
Investment Trusts (FASITS)

Announcement 96-121

AGENCY: Internd Revene Servie
(IRS), Treasuy.

ACTION: Solicitation for comments.

SUMMARY: The Treasuy Department
ard the IRS are soliciting commensg on
issues to be considerd in developing
guidane unde the newly enactel
FASIT provisiors of the Internd Rev-
ente Code.

DATES Commens are requestd on or
before Decembe 31, 1996.

ADDRESSES Serd written comments
to: Internd Revene Service Attn:
CC:DOM:CORPR (FASIT solicitation),
room 5226 POB 7604 Ben Franklin
Station Washington DC 20044 Alter-
nativel, taxpayes may submt com-
mens in writing, by hard delivery to
CC:DOM:CORPR (FASIT solicitation),
Courig’s Desk Internd Revene Sa-
vice, 1111 Constitutiom Ave., NW,
Washington D.C., or, electronicaly, via
the= IRS- Internd- site~ at- http:/

www.irs.ustreas.gov/prod/tax_relgs

comments.html.

FOR FURTHER INFORMATION CON-
TACT: David L. Meyer at 202-622—
3960 (nat a toll-free number).

SUPPLEMENARY INFORMATION:

Backgound

Section 1621(3 of the Smal Business
Jdb Protection Act of 1996 Public Law
104-188 110 Stat 17% (Augud 20,
1996) amend the Internd Revenue
Coce (Code by addig new pat V
(sectiors 860H-860L to subchapte M
of chapte 1. Thes provisiors authorize
a new statutoy vehicle called a Finan-
cial Assé Securitizatiom Investmen
Trug (FASIT), tha will facilitate the
securitization of delt obligations includ-
ing credt cad receivable ard automo-
bile loans In general a FASIT will use
sudh obligatiors to isste new, debt-like
securities referrel to as regula inter-
ests No Feder& inconme tax is imposed
on a FASIT, even if the underlying
arrangemehn is otherwie regardd for
tax purposs as a corporation trust,
partnershipor segregate pod of assets.

A FASIT mug hawe a single owne-
ship interest which has to be held
entirey by a non-exemp domestt C
corporatio othe than a corporatio that
qualifies as a RIC, REIT, REMIC, or
subchapte T cooperative Becaus a
FASIT is nat subjet to income tax, the
holde of the ownershp interes gene-
ally includes in its taxabk income all of
the FASIT's items of income gain,
deductim ard loss In addition the
holde recognize gain (but not loss)
when (1) the FASIT acquires property
from the holdea or an unrelate third
party, or (2) the holde uses propery to
suppot a regula intere$ issual by the
FASIT.

A FASIT may isste one or more
classs of regula interests Regula in-
teress are treatel as delt for all pur-
poses of the Code Ordinarily, a regular
interes may be held by ary person,
unles the intere¢ is a high-yield inter-
est in which cag it may be held only
by anothe FASIT or a corporation that
is allowed to hold an ownershp interest.

The FASIT provisiors becone effec-
tive on Septembe 1, 1997 Special
transitiond rules apply to a securitiza-
tion arrangemenexisting on Augud 31,
1997, tha elecs FASIT treatmen (a
pre- effective daie FASIT).

In addition to the gener& authority
unde sectim 780 to prescrile regula-
tions the Treasuy amd IRS hawe spe-
cific authoriy unde section 860L(h) to
issLe regulatiors tha carly out the pur-
pose of the FASIT provisions includ-



ing rules to preven the abu® of the
purposes of the FASIT provisions
throuch transactios tha are nat prima-
rily relatel to securitizatio of debt
instrumens by a FASIT.

Comments

To develp needé guidane timely,
the Treasuy Departmen ard the IRS
invite intereste persors to submt com-
mens (in the manne describe under
the ADDRESSES captio) on issues
arising undeg the FASIT provisions.
Treasuy ard the IRS encourag respon-
dens to give particula attention to the
following: rules tha would allow more
than one membe of an affiliated group
to hold ownershp interess in the same
FASIT; transitional rules for pre-
effective date FASITs;, ard ary other
rules tha shoull be in place before
Septembe1, 1997.

If a respondenis submittirg written
comments a signel origind ard eight

(8) copies are requestedAll comments
will be availabke for public inspection
ard copyirg in their entirey.

JUDITH C. DUNN,
Associa¢ Chief Counsé (Domestic).

(Filed by the Office of the Federa Registe on
Novembe 1, 1996 8:45 a.m, ard publishel in the
isste of the Federh Registe for Novembe 4,
1996 61 F.R. 56647)




