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FINANCIAL ALLOCATIONS FOR REQUIRED GARVEE PAYMENTS
RESOLUTION FG-08-02

RECOMMENDATION:

The California Department of Transportation (Department) recommends that the California
Transportation Commission (Commission) approve the attached Resolution FG-08-02, approving
financial allocations of $5,514,873 for an arbitrage rebate payment due for the first time to the
Internal Revenue Service (IRS) for the 2004A Grant Anticipation Revenue Vehicle (GARVEE)
bonds and $484,228 for payments of Costs of Issuance for the 2008A GARVEE bonds.

These payments are consistent with the Commission’s policies, including GARVEE guidelines
adopted under Resolution G-00-03, as amended by G-03-09. Additionally, the Commission had
authorized such payments under Resolutions FG-03-03 and FG-07-01. Additional funds are not
required because only the existing GARVEE bond proceeds and the interest earnings of the proceeds
are used for these payments.

ISSUE:

In March 2004, the first GARVEE bonds were issued by the State Treasurer to advance eight STIP
projects in various locations throughout the State that had been approved by the Commission. The
Department issued its second GARVEE bonds (2008A) in October 2008 to finance two State
Highway Operation and Protection Program projects. Projects funded with GARVEE bond proceeds
are listed on the following page.

As part of the GARVEE issuances, the Department is obligated to pay any arbitrage rebate payments
to the IRS per the Internal Revenue Codes and to pay any necessary costs of issuance. The
Commission had previously approved all such payments in concept by adopting various GARVEE-
related resolutions. This action merely specifies the actual dollar amounts for these payments and
makes such allocations. Additional funds are not required because only the existing GARVEE bond
proceeds and the interest earnings of the proceeds are used for these payments, as originally intended.

BACKGROUND:

GARVEE bonds are tax-exempt debt instrument financing mechanisms that are backed by annual
federal appropriations for federal-aid transportation projects. Proceeds from the financing can be used
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for the costs of right of way and/or construction of highway or other transportation projects that are
eligible under Title 23 of the United States Code and that meet all federal requirements. Additionally,
projects must have environmental clearance and completed project design, be designated for
GARVEE financing by the Commission, and eligible through Federal Highway Administration for
advance construction using GARVEE financing. Due to constitutional limitations, state funds are not
used for payment of debt service; therefore, GARVEE financing relies solely on future federal-aid
funding for debt repayment, and as a result, is subject to federal match requirements. However, state
or local funds can be used for matching purposes outside of the debt service, in funding components
prior to, or throughout the construction period.

GARVEE FUNDED PROJECTS
As of February 2009

2004A GARVEE Funded Projects:
Allocated Bond

Project Name Proceeds

1 San Diego I-15 Managed Lanes $197,000,000
2 Riverside SR-60/SR-91/1-215 240,000,000
3 Santa Clara 1-880/Coleman Avenue 66,000,000
4 Santa Clara SR-87 (North) 35,805,000
5 Santa Clara SR-87 (South) 41,195,000
6 Los Angeles I-5 HOV Lanes 23,850,000
7 Los Angeles 1-405 Auxiliary Lanes 28,452,000
8 Los Angeles I-405/Highway 101 Gap Closure 25,411,000

Total: $657,713,000

2008A GARVEE Funded Projects:
Allocated Bond

Project Name Proceeds
1 Interstate 80 Pavement Rehabilitation at Colfax/Gold Run $50,200,000
2 Interstate 80 Pavement Rehabilitation at Truckee River Canyon 47,800,000
Total: $98,000,000

Attachment
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CALIFORNIA TRANSPORTATION COMMISSION

Financial Allocations for Various Payments of the
Grant Anticipation Revenue Vehicle
(“GARVEE”) Bonds

Resolution FG-08-02

WHEREAS, under the National Highway System Designation Act of 1995 and the
Transportation Equity Act for the 21% Century, the United States Congress authorized
states to issue Grant Anticipation Revenue Vehicle (GARVEE) bonds (the “Bonds”)
which are tax-exempt grant anticipation debt mechanisms backed by annual federal
appropriations for federal aid transportation projects; and

WHEREAS, Sections 14550 and 14552-14555.9 were added to the Government Code of
the State of California by Chapter 862 of the Statutes of 1999 (SB 928) (the “Act”) to
provide for the issuance of Bonds; and

WHEREAS, in accordance with the Act, the California Transportation Commission (the
“Commission”) has adopted GARVEE Guidelines (the “Guidelines™) in order to establish
guidelines for eligibility for funding allocations under the Act; and

WHEREAS, the Commission has determined to allocate funds for certain eligible
projects and to provide for funding of the Series 2004A and 2008A Projects through the
issuance of a series of Bonds in accordance with the Guidelines; and

WHEREAS, the financing of the Series 2004A and 2008A Projects through the proceeds
of the Bonds has been approved by the Federal Highway Administration and the Series
2004A and 2008A Projects meet GARVEE eligibility requirements and are consistent
with the Commission’s policies; and

WHEREAS, pursuant to the Act, the Commission must resolve to dedicate and pledge
any future receipts of federal transportation funds (as such term is defined in the Act)
received by the State to the payment of principal of and interest and premium on the
Bonds issued pursuant to the Act for as long as any Bonds remain outstanding; and

WHEREAS, pursuant to the Act, the Commission must determine that the issuance of
Bonds achieves maximum efficiency from the State’s federal allocation of transportation
funds.

NOW THEREFORE BE IT RESOLVED AS FOLLOWS:

2.1

Funding Allocations. To be consistent with Resolution FG-03-03, the California
Transportation Commission does hereby allocate the sum of $5,514,873 for the arbitrage
rebate payment to the Internal Revenue Service according to the Internal Revenue Codes
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2.2

2.3
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for the 2004A GARVEE bonds. Such funds should be derived from the proceeds and/or
the interest earnings of the proceeds of the 2004A GARVEE bonds. The funds are from
the 2004A GARVEE Fund 6801, which is continuously appropriated under the 2003-
2004 Budget Act. Payments should be made using EA 902641.

Funding Allocations. To be consistent with Resolution FG-07-01, the Commission does
hereby allocate the sum of $484,228 for the payment of costs of issuance with regard to
the 2008A GARVEE bonds. Such funds should be derived from the proceeds and/or the
interest earnings of the proceeds of the 2008A GARVEE bonds. The funds are from the
2008A GARVEE Fund 6801, which is continuously appropriated under the 2007-2008
Budget Act. Payments should be made using EA 961823.

This Resolution shall be effective upon adoption.
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