
WHEFA’s 11th Annual
Workshop Reminder
It’s not too late to register for the 11th
Annual “Insights Into Capital Finance”
Workshop hosted by WHEFA.  This one
day Workshop will be held on Monday,
March 10, 2008 at the Country Springs
Hotel in Waukesha, Wisconsin.  This
Workshop is designed for financial
executives of all Wisconsin tax-exempt
healthcare and educational institutions, as
well as other financial professionals who
assist in the financing process.  Sessions
will address the needs of the first time
borrower and the seasoned issuer.

This is a free, casual attire event.  You can
visit the WHEFA website (www.whefa.com)
to download the brochure and see what
topics will be discussed.  If you have not
received an invitation and would like to
attend, please contact WHEFA.

Financing Spotlight:
Marquette University
Series A & B
On October 23, 2007, WHEFA and a
select financing team successfully
completed a $55,000,000 bond issue for
Marquette University.  The University has
previously financed projects through
WHEFA and currently has approximately
$105,000,000 outstanding.

Marquette University was founded in 1881
and has a campus of approximately 91.5
acres and 54 buildings located in
downtown Milwaukee.  It consists of 12
colleges and schools including Arts &
Sciences, Business Administration,
Communication, Dentistry, Education,
Engineering, Graduate School, Graduate

School of Management, Health Sciences,
Law, Nursing, and Professional Studies.
Marquette University is a national
university with students from all 50 states
and from more than 80 foreign countries.

The University is accredited from a
number of organizations including the
Higher Learning Commission of North
Central Association of Colleges and
Schools.  This association accredits all
Wisconsin postsecondary educational
institutions financed by WHEFA.

The plan of finance included the issuance
of federally tax-exempt revenue bonds with
an initial interest rate of 4.68% and initial
overall true interest cost of 4.70%.

The proceeds of the Series 2007 Bonds
were issued in two series.  Proceeds were
used to pay for or reimburse the University
for the costs of certain capital
improvements and equipment acquisitions
on the campus of the University and pay
for certain costs of issuance.

The project included (1) the demolition of
a building and the construction and
equipping of a new, 5-story student
services building on that site, (2) the
acquisition, renovation, remodeling and
equipping of the Sami building to be used
for academic and non-academic purposes,
(3) the renovation, remodeling and
equipping of portions of a building to be
used for non-academic purposes, (4) the
renovation, remodeling and equipping of
portions of Marquette Hall to be used for
academic purposes, (5) the renovation,
remodeling and equipping of portions of
Holthusen Hall to be used for academic
purposes, (6) the demolition of O’Hara
Hall, (7) the acquisition of land being used
for the storage of equipment, (8) the
replacement of the elevators in Johnston

Hall, (9) the renovation, remodeling and
equipping of portions of the Varsity
Theatre to be used for various academic
and academic support purposes, (10) the
acquisition and installation of sprinkler
system upgrades at various residence halls,
(11) the acquisition of existing student
residences – Trevor Apartments and Kalt
Apartments, and (12) the acquisition of
certain facilities to be demolished, together
with other miscellaneous capital
expenditures located within buildings in
various locations throughout the
University’s campus and in each case
related improvements, site preparation and
demolition.

The bonds were insured by a municipal
bond insurance policy issued by XL Capital
Assurance and therefore rated AAA by
Moody’s at the time of closing.  Robert W.
Baird and Lehman Brothers were the
underwriters and the Series 2007 bonds
were sold as a fixed rate, insured, public
placement with a 2037 final maturity.

If you have any questions, or would like
additional information, please feel free to
contact WHEFA.
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Closer Monitoring of Credit
Ratings on Swap
Counterparties and GIC
Providers Needed
A side effect the current financial market
problems have caused is the impact that
downgrades in credit ratings can have on
swap transactions and guaranteed
investment contracts.  Most agreements in
both areas have a minimum credit rating
requirement which must be maintained by
each counterparty.  If that rating is
breached, then either a posting of collateral
or the replacement of the counterparty may
be necessary.  Borrowers are encouraged to
confirm the continuing compliance of such
transactions and in the near term to more
closely monitor any additional credit rating
changes which are sure to come.  (Source:
The Bond Buyer; 01/24/08)

Problems in the Housing
Market Affect Higher
Education
The tightening credit markets amid the
meltdown in U.S. housing prices are
starting to affect higher education.  The
recent economic turmoil is beginning to
make it tougher for some colleges to cover
their day to day expenses and for some
student-loan companies to stay in business.
In addition, families may have a harder

time borrowing against their homes to pay
for college.

Although colleges may find they will have
to pay a bit more when borrowing money
on the bond market for new projects, they
are faring better than most borrowers
because investors consider universities a
good credit risk.  However, institutions that
rely heavily on tuition, particularly in
California where the mortgage meltdown is
most severe, college leaders are becoming
more apprehensive.

In general, most students rely on
government-subsidized loans whose rates
they pay are set by law.  These borrowers
should be ok even as the credit crisis
continues because the government
guarantees the repayment of federally
defaulted loans.  It’s the students relying on
private loans, most often graduate students,
which cover any gaps between the cost of
college and the maximum amount they can
borrow under the federally guaranteed
program, who may have trouble if the crisis
continues.

Concern about the credit crisis hung over
conferences held in December 2007 by the
Consumer Bankers Association, which
represents major lenders, and the Career
College Association, which represents for-
profit colleges.  Student loan companies are
also expressing concern that previous
investors who have suffered losses will not
continue to invest if the problem continues.

In an effort to help the crisis, in September
2007, Congress approved the largest
increase in federal student aid since the GI
Bill, but lawmakers paid for the nearly
$21-billion measure through cuts in the
subsidies paid to lenders.  There was a 0.55
percentage-point reduction in the subsidy
rate paid to for-profit lenders as well as a
0.35 percent cut for nonprofit lenders.

Others see a less dire situation, at least for
now.  Some smaller lenders could be hurt
by the crisis but other lenders may pick up
the slack seeing government-guaranteed
assets as a desirable investment.  Investors
who buy bonds are becoming more
attentive to the underlying
creditworthiness of parties that issue them,
and colleges may benefit from this because
they, as a whole, are considered good risks.
(Source:  The Chronicle of Higher
Education; 12/21/07)

The Case for Offering
Palliative Care
Hospitals are generally equipped and
staffed to provide acute care, but often fall
short when it comes to managing chronic
illness.  As the patient population ages,
some hospitals are finding that they are not
prepared to handle the social, physical,
emotional and quality-of-life issues
presented by a growing influx of chronically
ill patients with complex diseases.
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Interest Rates (as of 02/01/08)
Current Three Months Ago One Year Ago_______ _________________ ____________

Tax-Exempt Variable Rate (Weekly Reset) 2.268% 3.291% 3.517%
Bank Prime Rate 6.000% 7.500% 8.250%
10 Year Treasury Note 3.590% 4.360% 4.840%
25 Year Revenue Bond (Long-Term, Tax-Exempt Rate) 4.760% 4.730% 4.590%

Recently Completed Financings
Date Borrower Purpose Amount Structure_____ ________ _______ _______ ________
12/21/07 Newcastle Place, Series A Construction, $10,610,000 Fixed Rate,

Equipment, Unrated,
Renovation Public Placement

12/21/07 Newcastle Place, Series B Construction, $19,200,000 Variable Rate,
Equipment, Letter of Credit,
Renovation Public Placement

02/20/08 Bay Area Medical Center, Inc. Acquisition, $40,000,000 Variable Rate,
Equipment, Letter of Credit,
Renovation Public Placement



The Case for Offering
Palliative Care
Continued from page 2

According to the Center to Advance
Palliative Care (CAPC), 70 percent of
hospitals in the United States with 250 or
more beds have a palliative care program
and 55 percent of hospitals with more than
100 beds report having a program as well.
The number of existing programs has
doubled in the last six years from 632 in
2000 to 1,300 today.

Palliative care involves relieving pain and
suffering to ensure the best quality of life
possible for patients and families.
Although palliative care and hospice
overlap in their patient-centered
philosophy of care, palliative care is
provided at any time during a patient’s
illness, often from time of diagnosis.

Patients are cared for by a team of
physicians, nurses and social workers and
may even include chaplains, massage
therapists, pharmacists, nutritionists and
any other appropriate care provider.

When Mount Sinai Medical Center in
New York City introduced its palliative
care program in 1997, it anticipated
receiving about 50 referrals in its first year
but was quickly deluged with 250.  Now
the hospital follows well over 1,000 new
patients each year and is in the process of
developing a dedicated inpatient palliative
care unit.

Palliative care should also be viewed in the
context of the spiraling price of care for
high-cost, high-technology tests and
treatments of little or no benefit, which
often cause unnecessary stress and
suffering.  For example, it is estimated that

Froedtert Hospital in Milwaukee,
Wisconsin, saves between $200 and $500
per day per patient as a result of avoiding
unnecessary tests and procedures.  With
the help of a palliative care team, patients
can better understand their illness and the
options available to them which will
change the process of care.

According to CAPC, developing a palliative
care program requires a relatively low start-
up investment and can have an immediate
impact on overall resource use and intensive
care unit utilization.  With a palliative care
program, patients will receive appropriate
levels of care, which often reduces the
length of stay, especially in the ICU.  A
hospital can maintain or improve its quality
of care while increasing bed capacity and
reducing costs through shorter lengths of
stay and lower ancillary and pharmacy
costs.  (Source:  Trustee; May 2007)
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Briefly Noted
. . . France, Japan and Australia rated best, and the United States

worst, among 19 leading industrialized nations in rankings
focusing on preventable deaths due to treatable conditions.
Since the last ranking, the U.S. fell from 15th to 19th place.
(Source:  Reuters; 01/08/08)

. . . Medicare losses at U.S. general acute care hospitals rose
20% to $18.6 billion in 2006, and losses on Medicaid
patients climbed 15% to $11.3 billion.  Charity care and
bad debt climbed 8% to $31.2 billion for the same period.
(Source:  Modern Healthcare; 10/29/07)

. . . Average yearly costs for nursing home stays rose 3% in 2007
to $77,745 (private room).  Rates ranged from a high
average in Alaska of $186,150 to a low in Louisiana of
$44,859.  Assisted living costs remained flat at $35,628.
Assisted living facilities offering dementia care jumped to
59% from 48% over the last year.  (Source:  McKnight’s
Online; 10/31/07)

. . . In England, during the late 1800’s and early 1900’s, only 3%
of the population were left handed.  Investigators attribute
this low number to socio stigmatization (lefties were
shunned as marriage partners) and economic factors (the
industrial revolution produced machines suited for right
handers).  Today, about 11% of the world’s population is
left-handed.  (Source:  Scientific American; December 2007)

. . . The College of Cardinals who will elect the next Pope
admitted 23 new members in 2007, raising its ranks to 201
members.  Over half (104) are from Europe and only those
below the age of 80 can vote (120).  (Source:  Philadelphia
Inquirer; 12/15/07)

. . . One year after a law that requires all residents in
Massachusetts to obtain health insurance, between 200,000
and 400,000 remain uninsured.  Some feel the penalties for
noncompliance ($219) has been set too low.  (Source:
Boston Globe;  01/11/08)

. . . Quote from CEO, Raul Yzaguirre of the non-profit,
National Council of LaRaza- “One of my most important
talents is being creative.  I have ten ideas and eight of them
are worthless; but the two that are good are what makes the
organization.  And I surround myself with people who are
not shy about telling me which are which.”  (Source:  “Forces
for Good”, p. 165)

. . . The percentage of married couples with two salaries peaked
at 53.4% in 1997 and now stands at 51.8%.  (Source:
Newsweek; 01/14/08)

. . . About 33% of all U.S. women ages 25 to 29 had a
bachelor’s degree or more in 2007, compared with 26% of
their male counterparts.  (Source:  Milwaukee Journal
Sentinel; 01/11/08)

. . . The Equal Employment Opportunity Commission has
ruled that employers can reduce or eliminate health benefits
for retirees when they turn 65 and become eligible for
Medicare.  (Source:  The New York Times; 12/27/07)

. . . Nearly 85% of colleges undertaking recent building projects
said they have incorporated sustainable design and green
building principles.  50% said they would pay up to 5%
more for green.  (Source:  Facilities Manager;
November/December 2007)



Briefly Noted
Continued from page 3

. . . 45 million Americans are smokers; 438,000 deaths are caused
by smoking annually; 19 million smokers quit at least for one
day a year, while only 5% of these remain smoke free for 3 to
12 months.  (Source:  National Geographic; December 2007)

. . . Although one-quarter of the U.S. population lives in rural
areas, only one in ten physicians practice there.  (Source:
Trustee;  January 2008)

. . . States continue to spend more on healthcare than any other
expenditure.  In 2007, one-third of state spending was for
healthcare needs.  (Source:  McKnight’s Online; 12/10/07)

. . . Almost 1/3 of the world’s 394 primate species are in danger
of extinction on all five continents.  (Source:  Associated Press;
10/26/07)

. . . Through the use of medications, the average cholesterol level
for U.S. adults is now in the ideal range of below 200.
(Source:  Associated Press; 12/13/07)

. . . A government report says that 1/3 of Americans born in 1990
will have zero dollars saved in a 401(k) style plan at
retirement.  This occurs at a time of fewer pensions and
Social Security uncertainty.  (Source:  Associated Press;
12/12/07)

. . . People who nap at least three times a week for at least 30
minutes are 37% less likely to die from heart disease.  (Source:
TIME; 12/03/07)

. . . With divorce rates rising worldwide, married households use
resources more efficiently than divorced households, thus
putting pressure on the environment.  (Source:  Associated
Press; 12/04/07)

. . . Each American citizen now owes nearly $30,000 towards our
national debt ($9.13 trillion), which is growing $1.4 billion
each day.  (Source:  Associated Press; 12/04/07)

. . . Nearly 18% of Medicare patients admitted to a hospital are
readmitted within 30 days of discharge, accounting for $15
billion in annual spending. (Source:  The Wall Street Journal;
12/12/07)

. . . The number of volunteers 65 and older is expected to grow
50% in the next 13 years from 9 million to 13 million.  New
volunteers will be educated and computer savvy.  (Source:
Milwaukee Journal Sentinel; 11/18/07)

. . . Sampling and testing of sewage/wastewater has become a
good predictor of the drug usage patterns in communities
over time.  (Source:  Scientific American; December 2007)

. . . The average American is caught on video surveillance tape
almost 200 times a day.  (Source:  Newsweek; 12/03/07)

. . . Ships release more sulfur dioxide, a pollutant associated with
acid rain, than all the world’s cars, trucks, and buses
combined.  (Source:  The Wall Street Journal; 11/27/07)

. . . 8.2 million U.S. households own at least one RV and
400,000 people live in one full-time.  A luxury RV contains
380 square feet of living space and can cost up to $1 million.
(Source:  TIME; 11/19/07)

. . . A 2007 study indicates that 12% of households, age 60-plus
live in housing specifically planned for people 55 years of age.
In 1998, the percentage was 7%.  (Source:  Provider;
November 2007)

. . . The U.S. Government predicts that at least 36 states will face
water shortages within five years because of a combination of
rising temperatures, drought, population growth, urban
sprawl, waste and excess. (Source:  Associated Press; 12/15/07)

. . . A survey by the U.S. Fish and Wildlife Service shows that
12.5 million Americans hunted in 2006, a 4% drop from the
previous survey in 2001.  (Source:  The Freeman; 11/15/07)

. . . A recent national survey lists Vermont as the healthiest state
in the nation for 2007.  Minnesota, Hawaii, New Hampshire
and Connecticut rounded out the top five.  (Source:
Associated Press; 11/05/07)

. . . Some drugs approved for use by the Food and Drug
Administration may not be safe or effective for seniors
because seniors are not always included in clinical trials.
(Source:  McKnight’s Online; 11/01/07)

. . . In 2007, the average age for purchasers of long-term care
insurance fell below 60 years old.  In 1995, the average age
was 69.  (Source:  McKnight’s Online; 11/02/07)

. . . Net sales of casinos, lotteries and other gambling venues in
the U.S. were about $91 billion in 2006.  This compares to
the amount spent on soft drinks or Egypt’s gross domestic
product.  (Source:  TIME; 11/05/07)
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“My plan was to do something spectacular, burn out,
rejuvenate myself, and leave a legacy but I missed that

first step.”
Source:  The Wall Street Journal



Anatomy of a Not-For-Profit
Hospital Bond Default
Since 1970, the not-for-profit healthcare
industry has had 17 Moody’s rated
defaults, representing nearly half of the 41
defaults of Moody’s rated bonds in the
entire tax-exempt municipal market.  A
review of the sector performance over the
last 37 years has indicated six factors of an
institution that can serve as early indicators
of possible default.  The six issues are
generally related to governance,
management and market problems.
Specifically they include:

1. Excessive board/management
emphasis on mission over margin,
manifested typically in recurring
operating losses and high reliance
on investment income.

The failure to recognize the long-term
damage of ongoing operating losses by
organizations, combined with a high
reliance on investment income to produce
positive cash flow has proven to be a fatal
strategy.  It is essential for management and
the board of each organization to find
equilibrium between its charitable mission
and producing an operating margin that
can provide for plant reinvestment, cash
growth and debt service payments.

2. Board failure to check
management’s unfettered capital
spending.

An unabated spending spree with no fiscal
parameters or discipline, coupled with no
oversight from the hospital’s board, was a
contributing factor to many of the
hospitals defaults.  A hospital’s board of
trustees should provide high-level guidance
and detailed questioning of a management
team’s growth strategies.  Management, in
addition, should prepare forecasts and
analyses regarding the return on

investments providing an expectation of
the organizations ability to absorb the
expansions and high expenditures.

3. Weak market share or failure to
establish clear niche in
competitive markets.

Several defaulted hospitals suffered from
lack of market leverage because of no
clinical service niche or consolidation of
providers around them.  As a result, they
had minimal negotiating power with
managed care plans.  Some hospitals also
compete in highly competitive markets
with numerous facilities and as a result,
had little leverage with the payers when
negotiating rates.

4. Inability to recruit physicians and
generate volumes at replacement
hospitals or new hospitals.

Providers contemplating replacement
hospitals, and who have determined that it
is more economical to build at a new site
rather than renovating, need to examine
their plans thoroughly for strong project
oversight, physician buy-in and
contingency plans for unexpected delays or
obstacles in construction.  Also, to help
avoid default, it has proven critical to
determine realistic projections with
reasonable assumptions regarding volume
and staffing expectations.

5. Failure to plan for and react to
weak local area economic
conditions.

An attractive service area typically has
steady population growth, a healthy and
diverse economy that is not overly
dependent on a few companies or
industries, and has relatively low levels of
poverty and unemployment.

6. Inflexible responses to cuts in
Medicare, Medicaid or
Disproportionate Share Funds.

All hospitals in the U.S. must contend with
and absorb reductions in federal and state
funding programs, including Medicare and
Medicaid.  The hospital industry went
through an all-encompassing change in the
mid 1980’s when Medicare changed from
cost-based reimbursement to a prospective
payment system.  For many hospitals, the
change and ultimate reduction in
reimbursement was material.

Recognizing the importance of long-range
financial planning, monitoring
performance and a well-defined, long-term
commitment to market strategies can help
prevent an organization’s default of bond
payments.  A management team with the
right skill set and strong oversight from the
board should be able to analyze the riskier
strategies without causing a bond default.
(Source: Moody’s U.S. Public Finance;
December 2007)

Colleges Move to Help
Students and Create
Community Benefit
Colleges are moving to eliminate, or at
least ease, student debt as pressure builds in
Washington for them to spend more from
their endowments to help families afford
the rising cost of school.  This month,
Williams College announced that it will
eliminate loans from all financial-aid
packages beginning next school year and
replace them with grants.  Amherst College
recently announced a similar initiative and
Davidson College, in Davidson, NC,
began in fall of 2007, replacing loans with
grants and student employment.

Other schools are also looking for
alternative ways to minimize debt.  Colby
College, a private college in Waterville,
ME, announced in November 2007 that it
will eliminate loans for Maine residents
starting in the fall of 2008.  Wesleyan 

Wisconsin Health & Educational Facilities Authority 5

Capital Comments March 2008

Briefly Noted
Continued from page 4

. . . Research universities have become our nation’s drivers of
economic development.  They help create new industries,
transplant industries, diversify an existing industry and
upgrade a mature industry.  Research university capabilities
include education, research and commercialization.  Today
there are few private research laboratories left in our country.  

We now rely on the top 100 research universities to create our

breakthrough research.  A successful strategy used by such

universities today is to hire professors in clusters that work

together across disciplines.  (Source:  University of Wisconsin -

Milwaukee; 12/01/07)



Colleges Move to Help
Students and Create
Community Benefit
Continued from page 5

University, in Middletown, CT, will
eliminate loans for its neediest
undergraduates and reduce debt by an
average of 35 percent for all other students
on aid.  Emory University in Atlanta has
developed a program to eliminate loans for
undergraduates whose families earn less
than $50,000 a year, while capping total
loan volume at $15,000 over four years for
families with income of up to $100,000.

The move to ease many student debt
burdens comes in the wake of big elite
schools’ programs to make college more
affordable for low- and middle-income
undergraduate families.  Harvard
University, in 2006, expanded its low-
income program to include families that
earn up to $80,000.  Colombia University
is now replacing loans with grant money
for students whose families earn less that
$50,000 a year.  Stanford University has
also recently expanded its low-income
program to offer an additional $5 million
in funds for families with incomes of about
$60,000 to $135,000 in order to reduce
parent contribution and what students
must borrow.

To finance the new aid initiatives, some
schools, such as Williams and Stanford, are
reaching into their endowments.  Schools
are hoping not to have to reach too deep
but the move comes as members of
Congress are prodding schools to spend
more of their endowments.  Many colleges,
such as Washington University, have seen
enormous growth (22 percent in 2007) of
donated funds to use to support the
school’s mission.  A Senate proposal, which
has yet to be introduced as legislation,
would require wealthy public universities
to spend at least five percent of their
endowment, as private foundations are
currently required to do.  Many of these
rich universities currently spend closer to
four percent than five.  The collective
difference of four percent to five would be
an additional $1.4-billion to help students
and their families afford a higher level
education.  (Sources:  The Wall Street
Journal; 11/29/07 & The Chronicle of
Higher Education; 11/02/07)

The following report was written for
the National Association of Health &
Educational Facilities Finance
Authorities (NAHEFFA) and is being
included in this copy of the WHEFA
Newsletter.

Washington Advocacy Report
By Charles A. Samuels and Patrick D.
Mara – Mintz Levin/ML Strategies
February 8, 2008

WASHINGTON UPDATE

Stimulus and FHLB Legislation

As the 2008 session of Congress begins, the
hot economic topic which could affect tax-
exempt bonds is the emerging recession
and interest in a stimulus package.  The
Administration stimulus proposal allowed
qualified mortgage revenue bonds to be
used to refinance existing loans for sub-
prime borrowers.  The private activity
bond cap would have been increased by $5
billion a year for three years to
accommodate this activity.  The final
legislation, just adopted by Congress, did
not include this measure, however.

NAHEFFA, other bond issuing
organizations, state and local governments
and the Federal Home Loan Banks
(FHLB) around the country organized a
major effort to promote our FHLB letter of
credit legislation.  This bill would allow
FHLB member banks to provide letters of
credit for a tax-exempt bond issuer without
running afoul of “federal guarantee”
restrictions.  H.R. 2091 and S. 1963 have
dozens of sponsors and would not only
have a stimulative effect but might help
mitigate the effect on bond issuers and
conduit borrowers, such as our non-profit
institutions, of the bond insurance crisis.

Our provision was not included in the
“Stimulus No. 1” bill, but there will be a
second, more detailed stimulus package
worked on this year and we are pushing very
hard to be a part of it.  A number of
NAHEFFA members have developed
specific examples of small health or
education institutions that would benefit
greatly from FHLB bank members letters of
credit and could immediately commence
construction or renovation of their facilities.

Bank Deductibility

On the bank deductibility front, the two
co-sponsors of H.R. 640, Rep. Jindal (R-
LA) and Rep. Baker (R-LA), have left the
Congress.  Mr. Jindal is now Governor of
Louisiana and Mr. Baker is now the head
of the Hedge Fund Association.  As a
consequence, we need new Congressional
support for our bank deductibility
legislation to allow state authorities to issue
bank deductible debt, and NAHEFFA
members have been encouraged to contact
their Congressional delegations.  We are
attempting to negotiate a joint position
with the Council of Development Finance
Agencies which also is promoting bank
deductibility liberalization for 501(c)(3)’s.

Form 990

NAHEFFA, along with numerous hospital
and higher education groups, urged the
IRS to revise its proposed changes to Form
990 to be less onerous for charitable
institutions, particularly hospitals, which
have been the beneficiaries of tax-exempt
bonds.  The IRS took into account many
of our comments.  Much remains to be
resolved by the written instructions to the
form, which are still being drafted.

The IRS is strongly encouraging conduit
borrowers to implement improved record-
keeping and post-issuance tax compliance
procedures.  The “Supplemental
Information” sheet published by the IRS
for Schedule K states:  “The one year delay
for most portions of the form will provide
organizations an opportunity to put in
place the systems needed to compile the
information required to complete the
schedule.”  The schedule includes
questions as to whether the organization
employs outside counsel for advice as to
management contracts and sponsored
research, asks whether the organization
maintains adequate records as to allocation
of proceeds, and asks if the organization
has implemented procedures to ensure
post-issuance compliance.  Issuers will have
a strong incentive to adopt such practices
in order to avoid having to answer “No”
when these provisions become effective for
returns filed in 2010.

With respect to several of the items
discussed in our comments:
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Form 990
Continued from page 6

1. We recommended a delay in the
effective date until 2010.  The IRS has
delayed the effective date of the
complex sections on use of proceeds,
private activity, and arbitrage until the
2010 filing of the form for 2009.  Basic
information as to issues outstanding is
required for the 2008 return to be filed
in 2009.

2. We recommended that the schedule not
apply to bonds issued prior to
promulgation of the form, noting that
current bonds could have been
outstanding for over 20 years.  The IRS
has made Schedule K inapplicable to
bonds issued prior to 2003.

3. We urged that the section on
compensation of third parties is more
appropriate for the Form 8038.  It has
been eliminated from Schedule K.

University Endowments, Tax-Exempt
Bonds and Tuition

The continued interest of Senator Grassley
of Iowa on the use and expenditure rate of
the largest college endowments has resulted
in several universities making major
commitments to provide expanded
financial aid, particularly for students from
middle income families.  These universities
are responding to possible legislative
proposals to mandate, as with private
foundations, a minimum endowment
payout of five-percent.  There also is
pending legislation to require public
reporting of specified higher education
tuition increases.

Related to this activity, the Congressional
Budget Office (CBO) continues to study
the relationship between endowments and
tax-exempt bonds.  NAHEFFA is
undertaking a major effort to provide good
quality data to the CBO and to clarify
misunderstandings about bond issuances
and endowment uses.

The IRS also has announced in its 2008
work plan a major college and university
compliance initiative.  Approximately 500
institutions are receiving questionnaires.

According to a Government Accounting
Office (GAO) report, although tuition

increased across the board at all higher
educational institutions, two-year public
and private universities experienced the
lowest growth in rates.  Two-year privates
increased by the smallest percentage while
two-year publics grew by the lowest dollar
amount.  In addition, between the 2000-
2001 to the 2005-2006 academic years, the
report found that private institutions spent
more on education than did public colleges
and universities.  The expenses at private
universities included administrative needs,
instructional support and student services,
among others.  Tuition increases have been
a pet issue of House Education and Labor
Committee Chairman George Miller.
Miller said of the GAO report, “Students
and their families deserve to know whether
or not price increases are justified, and
whether they are getting the best possible
education for their investment.”  Miller is
the author of H.R. 4137, the College
Opportunity and Affordability Act.  The
bill attempts to affect tuition increases by,
among other things, providing consumers
with more information on university
pricing.  The legislation was approved by
the House and now moves to the Senate.

Proposed Renaissance Bonds can be
used for Telemedicine and Distance
Learning

The Senate-passed agriculture bill creates a
new category of tax credit bonds with a
total allocation of $400 million.  The
bonds can be used for telemedicine,
distance learning and rural community
facility projects.

Kennedy Wants Action on Patient
Safety Bill

Senate Health, Education, Labor and
Pensions Committee Chairman Ted
Kennedy (D-MA) recently sent a letter to
the GAO asking it to investigate why the
bipartisan Patient Safety and Quality
Improvement Act remains not fully
implemented.  The measure, enacted
almost three years ago, establishes Patient
Safety Organizations (PSOs). The purpose
of the PSOs is to “collect, aggregate, and
analyze confidential patient safety data and
information reported by health care
providers.”  The letter urged full
implementation of the bill.  According to

Kennedy, “Continued delay is a serious
disservice to millions of patients across the
United States, and I implore the
Administration to take action
immediately.”  The Senator added that his
office “had been in constant
communication with Secretary Leavitt’s
office about the progress of the
regulations.”  Kennedy still awaits a
response from Secretary of Health and
Human Services (HHS) Secretary Leavitt’s
office.  Kennedy asked the GAO to
intervene after HHS informed the Senator
that they would not be providing him with
a timeline and reasons for the delay.

HHS Awards Grants for Private Sector
Health Technology Advancement

Department of HHS Secretary Michael
Leavitt recently announced an award to
establish the successor to the American
Health Information Community (AHIC).
In a private sector-based public-private
partnership, the Brookings Institution and
LMI Consulting were awarded a grant to
establish the successor to AHIC by
December 2008.  Leavitt noted, “By
securing a successor to the AHIC in the
private sector while maintaining broad
private-public collaboration, we will help to
ensure that the health IT standards process
is truly self-sustaining.”  Brookings, a global
leader in policy analysis, is providing its
services free of charge.  LMI, a not-for-
profit consulting firm, will add
management and logistical support to the
team.  Together LMI and Brookings will
develop a “two-stage collaborative process”
to ensure all stakeholders are represented.
More information on the HHS IT initiative
is available at:  http://www.hhs.gov/healthit.
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