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Closing Agreement on Final Determination
Covering Specific Matters

Felating 1o
$150,000,000
[lincie Development Finance Authoriny
tocal Govemment Financing Revenus Bands
Seres 19984 snd 10058

Under section 7121 of the Intetnal Revenue Code,

the Illirncis Fimance Authority (2IN 87-1091%67}, statutcry successor “¢ the
Illinois Develcpment Finance Zuthority (EIN 37-0555129) (the “Issuer”), Two
oriedential Plaza, 180 Morth Stetson Avenue, Suite 25558, Chicage, Illinois
0501 and the Commigsicner of Internzl Revenue [(the *Tommisgicner®, “IRSY or
"garvice”] (che Ifsuer and the IRS are gometimes referred to herein

collectivaly == the “"Parties*}

make the following clesing agreement;

WHEREAS, this cloging agresment {the “Zgreement?) is in settlemzat of issues
raised in an examination by the IRS of thse $130,000,000 Iilinois Development
Finance Authoricy Local Government Financing Revenue Bonds Series 195%A and
133593

WHEREZS, the Isguer waz a duly estaklished body politic and corporate and
potitical subdivision of the State of Illinois.

WHERERS, as =et forth in its proposed adversgse determination issused by the
Service on April 26, 2004, the Service made & propozed derermination that
interest on the Bonde is subject to Federal income tax.

WHEREAS, the Issuer disagress with ths Service’s proposed determination.

WHERERS, the Service and the Authority desire fo resclve thelr disagreement
regarding the Bonds.

WHEREAS, the Service has not formslly asserted any clsims against the Issuer.

WHER®AS, the Igsuer beliswves that it has good and valid defenses to zny claims
which the Service may formally agsexrt.

WHERERS, the Service and the Issuer desire to fully resolve any such claims.

WHEREAS, this Agreement i= for the bensfit ¢f the Issuer, certain persons
related to the Issusr and past regletered and kbeneficial owners of the Bonds
(the “Bondholders.”)
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WHERELS, the terms of this Agreement were arxived at by negotiation among the
Service and the Issuer, and may differ from the terms of other agreements
relating to the Bonds and other bond issues.

WHER=ZS, the Bonds were redeemed in full in July, 2002 and September, 2002,

WHAEREAS, the fact that the Issusr hee entered into this Agreement with the
Service shall mot De construed as an acdmission by the Issuer oI any wrongdoing
or liagkility by the Issuer or any othey-person with respsct to the Bonds.

NOW IT IS HEREBY DETERMINED AND AGREED FOR FEDERAL ITNCOME TAX PURPOSES THAT:

1. The Issuer shall cause £150,000.00 pius interest from April 15, 2002,
amounting to $24,921.00, to be remitted to the Sgrvice. The remittance shall
he maae by chack wayable to the lUniteg States Treasury delivered to the Appezls
office, attention Tim Jarviaz, 53 ¥N. REobinson, Suite 338, Cklahoma City,
O¥]lahesma, T3102.

2, The SBonchoelders are not regquired to inciude in grosg income any interest
on the Bonds.

3. This Agreement is exscuted with respect to a Federal income tax liability
of the Beondholders.

4. No income shall be recognized by arny Bondholder as a result of this
Agreement or any payments made pursuant to this Agreement.

5 The Service shall nort assert or impose any penalities pursuant to section
§700 of the Code against the Isswer. This does not preclude the ZRE from
pursuing [BC 5700 paraltiss against other partiss to the transaction.

&, This Agreement ghall not preclude any action by the Service with respect
to parties not named or otherwise referred toc herein.

7. The Issuer is not entitled to claim a deduction for the pavment discussed
in paragraph 1 or any portion thereof under secticnm 182 of the Code or any
other provigion of the Code. Neither the $150,000 payment nor the interest
thereon are refundable or subject to a tax credit or offsetr under any
silrcumstances.

B, No party te thiz Agreement sghall endeavocr by litigation or other means to
attack the validity of this horeement.

9. This Agresment may not be cited or relied upcen as precedant in the
disposition of any case Ly any person or entity other than the Issuer, the
other persons named or otherwise referrsd to in parsgreph 5, and the
Bondholders.

10, This Agreement is, and shall be censtrued as being, solely for the benefi-
of the Service, the Issuver, the cther persons named or atherwise referred to i:
parasraph %, and the Bondhelders, Except ag otherwise noted, this Agreement
shall not be comstrusd as creating any liabilicy cor obligaticn of the parties



4

Ciuéig}j aAgreemant with: Blinois Finance Autheority Page 3 of &

to any third party and it creates no rights against the parties in faver of any
third party.

11. This Agreement does not constitute a ruling by the Service and, except as
provided in paragrapn &, may not be cited or relied on as precedent in the
digpesition of any other matter.

i2. The Tssuer shall issue a press release substantially in the form of
Exhikit 1 attachked hereto within thres (3) busineazs dayvs after it receives =
copy of this Rgreement hearing the criginal signature of a duly-authorized
representative of the Commissioner of Internal Revenue.

12. This Agreement and ics contents are gubject to the confidentizlity
requirements of gection €103 of the Code and shall not he disclosed by the
Service to any third party except as provided by law, provided, however, that
the Issuer nersby consenis to the disclosure by the Service of informztion
concerning the existence and subject matter of this Agreement to Members cf
Congresa, the press, and the general public:

{a} in the event of a defauit by the Issuer with respect to any term in
this RAgreement; and

n)  to the extent the Serwvice desems necessary Lo correct any material
migstatement with respect to this Agreement in responss to a public
atatement by the Issuer or an agent cof the Izsuer.

14. This Agrssment is final and conclusive except that:

f1)  the matter it relates to may be reopened in the evenrt of fraud,
walfeasance, or misrepreserntation of wmaterial fact committed by the
Issuey or by one cf ats officers, agents, atitorneys or employess in
connection with this agreement or the exzmination of ths Issuer
relating to the Bonds;

f2) it ig subiect to the Internal Revenue Code sectiong that expressly
provide that effect be given to their provisions (including any stated
exception For Code secticn 7122} notwithstanding any cther law or rule
of law; and

{3} 1if it relates to a taxX pericd ending after the date of this Agreement,
it i1 subject to any law, enacted after the Agreement date, that
applies to that tax pericd,

15. Thiz Agresment may be executed in counterparts, each of which will be an
original, but all or which will constitute one and the same instrument.
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By signing, the above parties certify that they have read and agreed to the ferms of this document.,

T

(‘f:: Ff--\r — (x&,'—"ﬁ\“/

By

Mome: . JILYL RENDLEMAN
e

Title: INTERIM EXECUOTIVE DIRECTOR

Comrgsionet of Internal Revenue

By:

Mame

Title;

FIZSUER"

Date’ MAY 9, 2005

‘RS

Date:
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nstructions

This agresmeant must be signed and filed m tnphcate (Al coples muest have onginal signatunes.)
The criginal and sapies of the agreement must be identical,
The name of the taxpayer must be steted accurately.

The agreement may refals o ane or mare vears

If an attomey or agent 2i0ns the agresment for the Laxpayer, the power of altomey {or a copy) authorizing that persoh (o sign must be
attached  the agreemert, | the agresment is made for a yesr when a joint income 9 ratum was filed by 2 husband and wife, it should be
signed by or for both spouses. One spouse may sian as agert fur the other i the document {or a copy) specifically authorzing that spouse to sigr

iz atlached fo the agreement.

If the: fiduciary Signs th».? agreement for a decedent or an estate, an atiested copy of the letters testarmentary or the court order authorzing
the fidusiary to sign, end 8 cerificate of recent date that the authorty remains in full force and effest must be attached to the agreement. |f ¢
trustee signs, a certified copy of the trust Instrument or a certlied copy of extracts from that instrument must be attached showing:

{1} the caie of the instrument,
{2 thatitis or is not of record in any court;

{3 the names o the beneficianes;

{4) the appointrment of the trustee, the authorty granled, and other Informafion necessary o show that the authorily extends W Fader:
tax matters; and

5] that the trust has not been werminated, and that the trustes appointed s stif acting.  If & Aduciary is 2 party, Form 56, Notic.
Concerming Fiduciary Retationship, 18 crdimanly requised,

If the taxpayer 15 & corporation, the agreement must be dated and signed with the name of fhe corpomtion, the signature and tite of &
suthenzed officer or officers, or the signature of an authanzed aftamey or agent. [t is not necessary that & copy of an enabling corporat:
resolution be attached  See 26 CF.RE601.504(E32 i) as o dissolved corporations.

Use addilong! pages if necessary, and identify tham as par of this 2greement.

Please see Revenue Procedure 68-16, 1968-1 C.B. pege 770, for a detmiled description of pracfices and procedurss applicabls to mas
closing agreements.



Closirig Agreemant with: Mincis Finance Authorlty

| have examined the spacific matters involved and | have reviewsd the specific matters involved and
recommend the acceptance of the pteposed agreement. recommend apnroval af the proposed agreement.
-
{Recenving Officer; {Date} (Reviewing Officar) (Date)

" {Tite) (Title)
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EXHIEIT 1

COPY OF TRESE RELEASE

The Illinois Finance Autherity, the successor to the Iilinsis Developmant Finance
Autheority {the “Authority”), announced today that it has entersd into a clesing agreement with
the Internal Hevenue Service {"IRS7] which resclves an examination by the IRS of the
uthority’s $150,000, 000 Lorcal Govermment Finmancing Program Revenue Beads, Series 19994 and
198%B. ALl bomdes in these series were redeemed bhefore the examination oosmenced.

The IRS has taken the position that certain aspects of the bidding process for the
gquarantesd investment ¢ontract {the “Agresment”) relating to the Bonds involved an “abusive
arbitrage device.® More specifically, in the IRS‘s view, questiocnakle bidding practices
coupled with an zlleged overpsywent by the provider of the Agreement for s taxable cbligatisn
issued at the same time as the Bonds was a diversicn of arbitrage profits to, among other
things, fund issuance costs for the Sonds.

The IRS belisves that the bidding was structured to allow the winning bidder to underpay
for the Agreement and fund issuance costs frem other proceeds.

The IERS inforwed the Authority thar certain hidding participacts have exercised their
Fifth hmendment rights.

x"-\.

K At the prssent time, the Anthority does not have sufficient infermatior to detarmine
whetner the IRS's factual sllegarticns are trus or that its legal conclusions are valid.
Hevertheless, tne Buthority, in order to protecc the interests of the helders of the Bonds,
has resolved the examination by entering into the closing agreement and making & pavment to

the IRS.

2s a result of this closing agreement, the IRS will comtinwe to treat the interest
received by the holders of the Bonde e@s excludable from gross income.

CH2V 12186762





