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Audits Abound

TBB (January 14) reports that the IRS is
auditing "as many as 10" three-year note issues
issued by Pennsylvania school districts, the
proceeds of which were invested in longer-term
taxable obligations, and may seek Section 6700
penalties against the underwriters involved. The
IRS believes that the school districts issued the
notes without reasonable expectations that the
proceeds would be spent, and that the transactions
were arbitrage-driven.

Separately, the IRS has under audit the City
of New Orleans® 1998 $75.2 million pension bond
issue. In a "material event" notice filed with the
four Nationally Recognized Municipal Information
Repositories, the City said that it "is vigorously
pursuing the defense of this audit and ... that it
will take all action necessary to preserve the tax-
exempt status" of the bonds.

Private Activity Bond Volume Caps
Up for 2002

TBB (December 28) reports that under a
federal statute enacted in 2000, and by virtue of
newly-available census data, the aggregate 2002
cap on tax-exempt private activity bonds will rise
from $19.7 billion to $23.87 billion, or 21.2%.
The new per state cap is the greater of $225
million or $75 per capita.
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IRS: Don't Co-Mingle Bond Proceeds

The IRS's December rebate compliance
survey of ninety-five randomly-selected issuers has
revealed (TBB, January 18) that issuers which co-
mingled bond proceeds with other revenues or
other bond proceeds have difficulty computing
arbitrage rebates. The IRS's Charles Anderson,
Manager of Bond Field Operations, says that
"We're going to take a real close look on the co-
mingled funds without a doubt. We'll look at
them a lot closer than the ones that aren't co-
mingled."

Short Takes

TBB (January 23) reports that Kmart Corp.'s
January 22 bankruptcy filing "could seriously
jeopardize some of the 95 municipal debt issues
sold by at least 76 different issuers in 17 different
states.” Most or all of these issues were issued
before 1986, or were issued to refund pre-1986
issues.
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Radio Revenue Bonds (TBB, January 16):
On behalf of Colorado Public Radio, the Colorado
Educational and Cultural Facilities Authority sold
$6.5 million of twenty-year tax-exempt revenue
bonds at a 5.8% yield to refinance $4 million of
outstanding bonds and replenish CPR reserves
used to buy two radio stations. The Colorado
issue is believed to be the first ever rated by the
national rating services; about $40 million of
unrated radio revenue bonds are outstanding
nationwide.

TBB (January 10): Citing the "decline in the
advertising market and the overall weak economy
exacerbated by the events of Sept. 11," Thomson
Financial has scrapped plans to sell TBB and other
publications via an auction process.

SEC Release No. 2002-1: In a consent order
issued on January 7 by the United States District
Court for the Southern District of New York, Cole
A. Bartiromo, 17, of Mission Viejo, California,
and several Jane and John Does, were enjoined
from securities fraud and directed to repatriate
about $900,000 from a Costa Rica casino account.
Mr. Bartiromo's website, "since at least Nov. 1,
2001," had promised annual 'safe™ and
""guaranteed” returns of up to 2,500% from pooled
bets via three online sportsbooks and had “raised
more than $1 million from more than 1,000
investors."
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