
 

SUPPLEMENT TO 

PRELIMINARY OFFICIAL STATEMENT DATED MAY 24, 2019 

relating to 

$15,310,000* 
Township of Spring 

Berks County, Pennsylvania 
General Obligation Bonds, Series of 2019 

 
PLEASE BE ADVISED that the above-referenced Preliminary Official Statement has been supplemented to replace the Federal 
Tax Laws section in its entirety in the “TAX MATTERS” section on page 17 with the following. 

Federal Tax Laws 
 

Numerous provisions of the Internal Revenue Code of 1986, as amended (the “Code”), affect the issuers of state and local 
government bonds, such as the Township, and impair or restrict the ability of the Township to finance projects on a tax-exempt basis.  
Failure on the part of the Township to comply with any one or more of such provisions of the Code, or any regulations under the Code, 
could render interest on the Bonds includable in the gross income of the owners thereof for purposes of federal income tax retroactively to 
the date of issuance of the Bonds.  Among these provisions are more restrictive rules relating to: (a) investment of funds treated as proceeds 
of the Bonds; (b) the advance refunding of tax-exempt bonds; and (c) the use of proceeds of the Bonds to benefit private activities.  In 
addition, under the Code, the Township is required to file an information return with respect to the Bonds and, if applicable, to “rebate” to 
the federal government certain arbitrage profits on an ongoing basis throughout the term of the issue constituting the Bonds.  Bond Counsel 
has not undertaken to determine (or to inform any person) whether any action taken (or not taken) or events occurring (or not occurring) 
after the date of issuance of the Bonds may affect the tax status of interest on the Bonds. 
 

Other provisions of the Code affect the purchasers and holders of certain state and local government bonds such as the Bonds.  
Prospective purchasers of the Bonds should be aware that: (i) Section 265 of the Code denies a deduction for interest on (a) indebtedness 
incurred or continued to purchase or carry certain state or local government bonds, such as the Bonds, or, (b) in the case of a financial 
institution, that portion of a financial institution’s interest expense allocated to interest on certain state or local government bonds, such as 
the Bonds, unless the issuer of the state or local government bonds designates the bonds as “qualified tax-exempt obligations” for the 
purpose and effect contemplated by Section 265(b)(3)(B) of the Code (the Township has NOT designated the Bonds as “qualified tax 
exempt obligations” under Section 265(b)(3)(B) of the Code, as such phrase is defined in the Code); (ii) certain corporations must take into 
account interest on certain state or local government bonds, such as the Bonds, in determining adjusted current earnings for the purpose of 
computing alternative minimum tax imposed on such corporations; (iii) with respect to insurance companies subject to the tax imposed by 
Section 831 of the Code, Section 832(b)(5)(B)(1) of the Code reduces the deduction for loss reserves by 15% of the sum of certain items, 
including interest and amounts treated as such on certain state or local government bonds, such as the Bonds; (iv) interest on certain state or 
local government bonds, such as the Bonds, earned by certain foreign corporations doing business in the United States could be subject to a 
branch profits tax imposed by Section 884 of the Code, (v) if a Subchapter S corporation has passive investment income (which passive 
investment income will include interest on state and local government bonds such as the Bonds) exceeding 25% of such Subchapter S 
corporation’s gross receipts and if such Subchapter S corporation has Subchapter “C” earnings and profits, then interest income derived 
from state and local government bonds, such as the Bonds, may be subject to federal income tax under Section 1375 of the Code; and (vi) 
Section 86 of the Code requires recipients of certain Social Security and certain Railroad Retirement benefits to take into account, in 
determining gross income, receipts or accruals of interest on certain state or local government bonds such as the Bonds. 

 
 

 
PLEASE BE ADVISED that the above-referenced Preliminary Official Statement has been supplemented to replace in its entirety 
“APPENDIX B- FORM OF OPINION OF BOND COUNSEL” with the following. 

 
The date of this Supplement is MAY 29, 2019. 










	Federal Tax Laws

