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Chapter 862 of the Statutes of 1999 (SB 928) authorizes the State Treasurer to issue Federal Highway
Grant Anticipation Revenue Vehicles (GARVEE bonds) and authorizes the Commission to select and
designate projects to be funded for accelerated construction from bond proceeds.  GARVEE bonds are
tax-exempt anticipation notes backed by annual federal appropriations for federal aid transportation
projects.  Federal law was revised  to make bond related costs of projects eligible for reimbursement,
including principal and interest payments, issuance costs, insurance, and other costs incidental to financing.

The Commission, in cooperation with Caltrans and Regional Transportation Planning Agencies (RTPAs),
is required to establish guidelines for project eligibility and the implementation of GARVEE bond financing
allocations.  The Commission adopted guidelines for eligibility for funding allocations under this program on
November 2, 2000.  Also, the State Treasurer is required to prepare an annual analysis of the bonding
capacity of federal transportation funds deposited in the State Highway Account on or before April 1 of
each year to guide the Commission in the administration of the program.  On March 21, 2000, the
Treasurer submitted his “Analysis of GARVEE Bonding Capacity 2000.”  Analyses of several scenarios
were included in the report to assist the Commission in examining the broad policy issues necessary to
fulfill its responsibility for development of program guidelines and related implementation plans.

On March 30, 2001, the Treasurer submitted his second annual report on GARVEE Bonding capacity
which is attached.  The 2001 analyses include scenarios with five-year maturity GARVEE notes issued in
2002 and maturing in 2007.  The analyses show a resulting bonding capacity ranging from a low of $2.13
billion to a high of $2.57 billion under varying market conditions, assuming all federal deposits to the State
Highway Account are used in the capacity calculations.  These capacity amounts are higher than reported
in last year’s analysis.  In 2000, the comparable bonding capacity ranged from a low of $1.80 billion to a
high of $2.38 billion.  If the portion of federal deposits “passed through” to local agencies is excluded from
the analyses, the bonding capacity is reduced, ranging from a low of $1.62 billion to a high of $1.95 billion.
In 2000, the comparable bonding ranged from a low of $1.33 billion to a high of $1.90 billion.

This program allows a region or Caltrans to access future federal funds to finance a transportation project
with a cost well beyond funds available in one or two STIP cycles.  The intent of the Legislature in
authorizing the use of GARVEE financing in California is to accelerate the funding and construction of
critical transportation infrastructure projects in order to provide congestion relief benefits to the public
significantly sooner than is possible through traditional funding mechanisms.  GARVEE financing of a
project is appropriate when the additional public benefits resulting from early construction exceed financing
costs.
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