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FROM: DEPARTMENT OF FINANCE 
 
Budget Officers are requested to forward this Budget Letter (BL) to their Department Facilities, 
Construction, and Contract Managers. 
 
On April 28, 2009, the State Treasurer’s Office (STO) announced that proceeds were available from a 
bond sale of approximately $6.85 billion, including $5.2 billion of Build America Bonds which were 
authorized by the American Recovery and Reinvestment Act, and $1.65 billion of taxable bonds.  Based 
on estimated cash flow needs that departments provided to the STO, these bond proceeds are sufficient 
to pay the balance of outstanding obligations (i.e. “unpaid bills”), and pay for estimated project/grant cash 
needs going forward until a subsequent bond sale.  In addition, bond funded projects/grants that had been 
committed or awarded that were suspended prior to completion of necessary agency approvals may 
restart.  This affects nearly all general obligation bond funded projects/grants that had been suspended 
pursuant to BL 08-33 and by actions of the Pooled Money Investment Board (PMIB) on  
December 17, 2008.   
 
The attachment to this budget letter outlines the proceeds available by bond act and department.  These 
bond proceeds are intended to satisfy obligations made for projects already started or grant commitments 
already made.  However, the condition of the Pooled Money Investment Account (PMIA) remains a 
concern, and the PMIB may not approve loans to meet additional project/grant cash flow needs.  
Accordingly, we anticipate that additional cash needs for projects/grants will be primarily provided by 
upfront proceeds of future general obligation bond sales.  Agencies are still not authorized to start any new 
projects or make new grant awards.  Further direction will be forthcoming with release of the May 
Revision. 

The STO and State Controller’s Office (SCO) will set up accounts to be used for disbursement of the bond 
proceeds.  The disbursements from the Build America Bonds proceeds are not authorized until the STO 
determines that the projects/grants to be funded are eligible for tax exempt financing and the department 
executes a tax compliance certificate pertaining to the use of such funds.  In addition to the standard IRS 
rules for tax-exempt bonds, the Build America Bonds may only be used for capital expenditures, and may 
not be used for administrative or other non-capital expenditures.  Capital expenditures means a cost of a 
project/grant to acquire, construct, or improve property, including land, buildings, and equipment, or to 
adapt the property to a new or different use.  The property must have a useful life longer than one year.  
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Capital expenditures also include design and planning costs related to the project/grant, as well as 
architectural, engineering, surveying, soil testing, environmental, and similar costs incurred in the process 
of acquiring, constructing, improving or adapting the property.  Capital costs do not include operating 
expenses of the project or incidental or routine repair or maintenance of the project/grant, even if the 
repair or maintenance will have a useful life longer than one year.  Please note that this definition of capital 
costs may differ from state law definitions of capital costs or capital expenditures.  Finally, in accordance 
with IRS rules, the STO must determine that the average life of the bonds, which is 28 years, does not 
exceed 120 percent of the aggregate weighted average useful life of the projects/grants receiving funding 
from the Build America Bonds.  This means it is possible that some projects with short useful lives that are 
otherwise eligible may not receive funding. 

In addition, all normal administrative approvals and contract requirements still apply, such as having a fully 
executed agreement before payments are made and obtaining all applicable administrative approvals.  
The STO and the state’s bond counsel are reviewing all tax certifications and state bond act requirements, 
and will work with each department on the eligibility of projects/grants.  Should projects/grants not qualify 
(we expect non-qualifying projects to be minimal), the Department of Finance will work with departments 
on how to proceed.  Contact Melinda Chan at the STO for any questions regarding tax compliance 
procedures or Build America Bond restrictions.   
 
CLAIMS PAID FROM BOND PROCEEDS 
 
When departments/agencies that use bond proceeds from the Build America Bonds submit claims or 
plans of financial adjustment (PFAs) to the SCO, they must attach a letter certifying that the amounts 
requested are for expenditures consistent with the tax compliance certificate filed with the STO.  The letter 
should specify the amount requested, the cumulative amount requested (if multiple claims/PFAs have 
been submitted), and a statement signed by an appropriate accounting officer that “the cumulative 
disbursements are consistent with the tax compliance certificate completed for the use of the bond 
proceeds and are within the amounts authorized by the Department of Finance for [Department name], 
and Account [GO Bond Proceeds Account Number] pursuant to BL 09-15.”  The SCO will return all 
claims or PFAs that lack the required certification to departments/agencies.   
 
Some departments/agencies are working with the STO to modify tax compliance certificates from the 
March and April bond sales to better manage the restrictions associated with the Build America Bonds.  
Bond administering agencies have the management flexibility to reallocate amounts within and between 
the bond sales, so long as the use of the funds is consistent with BL 09-09, this BL, and the 
department/agency works with the STO to amend the applicable tax compliance certificate if it was already 
executed.   
 
For taxable bond proceeds, no tax compliance certificate is required.  Departments should ensure that 
their claims are consistent with this BL and that total claims do not exceed the amounts identified in 
Attachment I.   
 
In addition, departments/agencies must track all bond expenditures and maintain, and make available 
upon request, a list of all disbursements for both taxable and Build America Bonds bond proceeds. 
 
PROJECT SUSPENSION AND FREEZES 
 
Pursuant to BL 08-33 departments/agencies are still directed to make no new awards, allocations, 
assignments, or any other obligations of general obligation bond funds for new projects until further notice. 
 
Project suspensions and freezes are still in effect for other projects, such as suspended lease-
revenue projects.  If projects continue with non-state funding sources, the state intends to eventually pay 
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the costs to which it has committed through a valid agreement; however, entities providing the non-state 
funding sources should be cautioned that the timing of such payment is uncertain and these projects will 
be considered for repayment in the same manner as if they had remained suspended.  These 
suspensions will remain in effect until such time as they can be reevaluated in light of additional 
information regarding the condition of the PMIA, future PMIB actions, and future bond sales.   
 
State entities are not permitted to substitute cash in special funds for previously approved AB 55 interim 
financing loans.  Utilizing cash in other state special funds that are in the PMIA would not comply with 
BL 08-33 and the PMIB’s actions.   
 
Please contact your Finance budget analyst if you have questions.  
 
/s/ Greg Rogers for  
 
Karen Finn 
Program Budget Manager 
 



BL 09-15 Attachment I

Prop # Bond Act Department Taxable Bonds Build America Bonds
12 SfeNbhd,ClnWtr,ClnAir,Cst2000 Secretary for Natural Resources 3,608.89$                          2,557,034.05$                         

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 California Tahoe Conservancy 252,670.41$                            

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 California Department of Forestry 
and Fire Protection

1,301,598.16$                         

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 Department of Fish and Game 246,911.37$                            

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 Wildlife Conservation Board 822,211.52$                            

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 State Coastal Conservancy 5,148,107.86$                         

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 California State Parks 38,384,877.42$                       

12 SfeNbhd,ClnWtr,ClnAir,Cst2000 Santa Monica Mountains 
Conservancy

692,314.49$                            

13 Safe Drinking Water 2000 DWR 6,793,724.64$                         

13 Safe Drinking Water 2000 Fish & Game 1,533.62$                          

13 Safe Drinking Water 2000 Resources Agency 2,247.85$                          304,942.76$                            

13 Safe Drinking Water 2000 SWRCB 1,003,132.30$                   7,953,506.92$                         

13 Safe Drinking Water 2000 SWRCB (RLF) 1,998.85$                          

13 Safe Drinking Water 2000 Dept Public Health 4,857.64$                          

13 Safe Drinking Water 2000 Dept Public Health (RLF) 184.26$                             

14 Read,Lit Imp & Lib.Con. & Ren. 2000 St. Library 238.97$                             34,478,527.50$                       

16 Vets Homes 2000 Veterans Affairs 25,329,774.88$                       

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 Secretary for Natural Resources 2,012.30$                          7,888,130.67$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 California Tahoe Conservancy 4,181,463.24$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 California Conservation Corps 1,656.51$                                

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 Department of Conservation 7,403,899.01$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 California Department of Forestry 
and Fire Protection

8,230,286.82$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 Department of Fish and Game 400,372.96$                            

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 Wildlife Conservation Board 7,727,392.68$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 State Coastal Conservancy 20,532,038.40$                       

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 California State Parks 85,770,075.02$                       

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 Santa Monica Mountains 
Conservancy

2,769,613.37$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 San Gabriel and Lower Los Angeles 
Rivers and Mountains Conservancy

3,292,397.50$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 Baldwin Hills Conservancy 4,003,594.83$                         

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 State Water Resources Control 28,296,965.89$                       

40 Cln Wtr Sf Nghbhd Prk & Cstl Prot '02 California State Library 35,845,811.81$                       

46 Housing & Emergency Shelter 2002 Housing & Com Dvlp 186,584,876.86$               56,749,269.47$                       

47 K-Univ Pub Ed Fac. 2002(Hi-Ed) UC 2,437.98$                          

47 K-Univ Pub Ed Fac. 2002(Hi-Ed) Comm Colleges 1,658.79$                          20,661,121.38$                       

47 K-Univ Pub Ed Fac. 2002(Hi-Ed) CSU 2,414.36$                          9,898,141.86$                         

47 K-Univ Pub Ed Fac. 2002(K-12) Office of Public School Constr 3,666.02$                          422,260,730.82$                     

50 Water Security 2002 Secretary for Natural Resources 2,782.63$                          28,451,970.49$                       

50 Water Security 2002 California Tahoe Conservancy 7,553,049.94$                         

50 Water Security 2002 Department of Conservation 1,417,369.27$                         

50 Water Security 2002 California Department of Forestry 
and Fire Protection

92,082.85$                              

50 Water Security 2002 Department of Fish and Game 12,441,705.31$                       

50 Water Security 2002 Wildlife Conservation Board 13,937,643.22$                       

50 Water Security 2002 State Coastal Conservancy 13,708,408.50$                       

50 Water Security 2002 Santa Monica Mountains 
Conservancy

1,045,267.53$                         

50 Water Security 2002 San Gabriel and Lower Los Angeles 
Rivers and Mountains Conservancy

2,009,247.75$                         

50 Water Security 2002 State Water Resources Control 43,101,690.63$                       

50 Water Security 2002 Department of Public Health 8,501,301.45$                         

50 Water Security 2002 Department of Water Resources 163,078,263.58$                     
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BL 09-15 Attachment I

Prop # Bond Act Department Taxable Bonds Build America Bonds
55 K-Univ Pub Ed Fac. 2004(Hi-Ed) UC 29,955,228.13$                       

55 K-Univ Pub Ed Fac. 2004(Hi-Ed) CSU 2,564.59$                          38,867,703.53$                       

55 K-Univ Pub Ed Fac. 2004(Hi-Ed) Comm Colleges 4,955.99$                          121,013,606.22$                     

55 K-Univ Pub Ed Fac. 2004(K-12) Office of Public School Constr 4,473.46$                          428,544,551.18$                     

61 Children's Hospital Bond Act of 2004 CA Health Fac Financing Authority 120,157,443.36$                     

71 CA Stem Cell Research and Cures Bond 
Act 2004

CIRM 202,881,498.20$               32,945,919.45$                       

84 Safe Drinking Water 2006 Secretary for Natural Resources 3,337.45$                          9,791,754.88$                         

84 Safe Drinking Water 2006 California Tahoe Conservancy 800,852.78$                            

84 Safe Drinking Water 2006 California Conservation Corps 13,045,832.25$                       

84 Safe Drinking Water 2006 California Department of Forestry 
and Fire Protection

2,733,248.26$                         

84 Safe Drinking Water 2006 Department of Fish and Game 22,599,976.07$                       

84 Safe Drinking Water 2006 Wildlife Conservation Board 1,261,123.36$                         

84 Safe Drinking Water 2006 State Coastal Conservancy 32,306,816.00$                       

84 Safe Drinking Water 2006 California State Parks 29,511,570.51$                       

84 Safe Drinking Water 2006 Santa Monica Mountains 
Conservancy

8,802,394.69$                         

84 Safe Drinking Water 2006 San Gabriel and Lower Los Angeles 
Rivers and Mountains Conservancy

1,734,271.07$                         

84 Safe Drinking Water 2006 Coachella Valley Mountains 
Conservancy

470,404.58$                            

84 Safe Drinking Water 2006 Sierra Nevada Conservancy 9,103,992.24$                         

84 Safe Drinking Water 2006 State Water Resources Control 2,522,294.33$                         

84 Safe Drinking Water 2006 Department of Public Health 6,904,963.57$                         

84 Safe Drinking Water 2006 Department of Water Resources 165,952,771.83$                     

116 Clean Air & Trans 1990 Trans Comm. 3,689.95$                          3,399,361.85$                         

192 Seismic Retro 1996 Cal Trans 3,241.36$                          24,000,494.49$                       

204 SafeClnRel Wtr 1996 DWR 429,919.29$                            

204 SafeClnRel Wtr 1996 SWRCB 1,900.53$                          104,980.29$                            

204 SafeClnRel Wtr 1996 Resources Agency 263,162.36$                      -$                                         

204 SafeClnRel Wtr 1996 Fish & Game 14,947,194.03$                       

1A Class Size Red. (Hi Ed) 1998 CSU 4,034.02$                          6,118,851.33$                         

1A Class Size Red. (Hi Ed) 1998 Comm Colleges 2,597.68$                          17,696,677.88$                       

1A High Speed Rail High Speed Rail Authority 90,017,673.58$                 

1B Hwy Sfty, Air Qlty, Port Security 2006 Trans Comm. 1,378.40$                          

1B Hwy Sfty, Air Qlty, Port Security 2006 Cal Trans 403,899,461.59$                     

1B Hwy Sfty, Air Qlty, Port Security 2006 CalEMA 2,215.83$                          57,004,298.83$                       

1B Hwy Sfty, Air Qlty, Port Security 2006 SCO-Local Transit 235,442,000.00$                     

1B Hwy Sfty, Air Qlty, Port Security 2006 SCO-Local Roads 4,012.80$                          175,238,954.00$                     

1B Hwy Sfty, Air Qlty, Port Security 2006 ARB 161,249,729.29$                     

1C Housing & Emergency Shelter 2006 Housing & Com Dvlp 330,478,731.26$               123,249,132.28$                     

1D K-Univ Pub Ed Fac. 2006 (Hi-Ed) CSU 281,020,148.51$                     

1D K-Univ Pub Ed Fac. 2006 (Hi-Ed) UC 4,485.55$                          144,907,797.09$                     

1D K-Univ Pub Ed Fac. 2006 (Hi-Ed) Comm Colleges 4,603.76$                          413,507,374.04$                     

1D K-Univ Pub Ed Fac. 2006 (K-12) Office of Public School Constr 1,684.70$                          587,694,674.62$                     

1E Disaster Prep & Flood Prevention 2006 DWR 881.84$                             107,549,810.14$                     

Total Upfront Bond Proceeds Available 1/ 811,308,774.63$      4,982,004,742.58$        

1/  The balance of the total bond proceeds were used for repayment of outstanding AB 55 interim financing loans.
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