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Executive Summary

& On February 17, 2009, President Obama signed info law the Amervican Recovery and Reinvestment Act (“ARRA”). Ceriuin

séirarelus provisions tri the bill fuvorably impact issuers of fax-exempt privete actioity bonds. Refevant highlights pertaining
to such tssues Include.

¥ Creation of a new class of tax-exempt private activity bonds known as Recovery Zone Facility Bonds
(“RZFB"s) issued in either 2009 and 2010

¢ Dramatically broadens tax-exempt linancing opportunities for corporate, for-profit borrowers with

capital infrastructure projects that traditionally have not qualified for tax-exempt financing
consideratien under the Federal Tax Code

» Expanded definition of regulations governing small-issue Industrial Development Bonds {"IDB”s}
issued in either of 2009 and 2010
o Borrowers that manufacture, create or produce fangible property may more readily qualify certain
project expenditures that are “non-core” (but are still subordinate and functionally related) to the
central production process
° Eligibie borrowers now alse include those companies that create or produce intangible property,
which inciudes (but is not limited to) the creation of computer software and intellectual property
maore commonly associated with biotech, pharmaceutical and technology firms
» Relief from AMT for new-money, tax-exermpt private activity bonds issued in either of 2009 ar 2010
>

Relief from AMT for current refundings or re-issuances of tax-exempt private activity bonds issued at
any time between January 1, 2004 and December 31, 2008

o Todny's panel will seck to highlight those structural, legislative end market dynamics that frame the creation of RZFBs and
the expanded IDB regulations so that eligible Borrowers may realize the maximum teneftts avatlable wnder ARRA
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Recovery Zone Facility Bonds

Overview of Recovery Zone Facility Bonds
¢ Recovery Zone Facility Bonds are a new type of tax-exempt private activity bond, newly created under ARRA
¢ A “Recovery Zone” is defined as any area designated as (1) having significant poverty, unemployment, rate

of home foreclosures, or general distress, {2} economically distressed due to closure or realignment of a

military installation due to the Defense Base Closure and Realignment Act of 1990, or (3) an enpowerment
zone or renewal community

+« Recovery zone property is any property where
¢ The Company constructed, reconsiructed, renovated, or purchased property after the passage of the ARRA

e The original use of such property in the recovery zone commences with the taxpayer (subject to certain
exceptions for renovations)

¢ Substantially all the use is in the recovery zone for the active conduct of a qualified business by the taxpayer
= A qualified business is any trade or business except for:

- Residential rental property

- Any private or commercial golf course, country club, massage parlor, hot tub fucility, suntan facility,

racefrack or other focility used for gambling, or any store the principal bustness of which is the sale of
alcoholic beverages for consunption off premises

s The Recovery Zone Facility Bond proceeds can be used to acquire existing property located outside of a
Recovery Zone and place such assets “in service” within a designated Recovery Zone



Recovery Zone Facility Bonds

Overview of Recovery Zone Facility Bonds

¢ Recovery Zone Facilily Bonds are subject to an allocation of $15 billion nationally. Such allocation is to be
determined by the Secretary of the Treasury

+ Each State will receive at least 0.90% of the bond aliocation
s Allocation will be based upon each State’s employment decline in 2008
» Each State must then “re-allocate” its allocation among large cities (population of greater than 100,000)
and counties based upon the pro rata unemployment losses suffered in such jurisdiclion relative to the

State in calendar year 2008. The Federal Government has predetermined the allocation to States,
Counties and qualified Cities based upon Bureau of Labor Statistics unemployment data

» Cities and counties may elect to forego a portion or all of their respective allocations, which can be
reailocated by the State

¢ Recovery Zone Facility Bonds must be issued by January 1, 2011
+ [xisting regulations that govern Exempt Facility Bonds will substantially hold as the basis for RZFBs:

e 95% of proceeds must be used for recovery zone property and must be depreciable property

s TEFRA Hearing requirements are applicable
» Bond maturity date limited to 120% of weighted average life of assets financed

e Not more than 2.00% of par amount of Bonds may be allocated to Costs of Issuance

"l
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Recovery Zone Facility Bonds
Rzrglbsuanceupdate P
+ Initial Internal Revenue Service guidance on RZFB issuance considerations have been national in scope
+ OnJune 12, ZGG‘?, the Internal Revenue Service released interim guidance as it relates to RZFBs
¢ The Federal RZFB Allocation to the State of California amounts to $1,209,338,000
» Sub-allocation recipients include 48 cities and 29 counties across the State

o Please see Appenidix A for a compreltensive schedule of the Stalewide sub-allocations

s Traditional conduit financing issuers are permitted to act as the Issuer for RZFBs

+ Sub-allocation that is not utilized at the City / County level may be re-allocated by the State

¢ In lieu of RZFB allocation guidance having just been released, prospective Borrowers may consider certain
procedural steps for Projects in anticipation of competition for limited allocation:

s Contact relevant Public Finance professionals {(e.g. - CDIAC, Bond Attorney, Underwriter, Financial
Advisor) to-consider Project feasibility tor RZFBs

e Seek formal designation that the Project resides within a Recovery Zone

» As feasible, file an Inducement Resolution prior to the expenditure of Project costs



Recovery Zone Facility Bonds

Market Can51derat10ns for RZFB Bnrrowers

¢ The RZFB Program substantially increases the breadth and depth of Borrowers that méy access tax-exempt debt
to finance capital projects

"~ #» RZFBs are available to any Borrower with capital expenditures within a Recovery Zone
¢ Traditional Private Activity Bond offerings for corporate borrowers have historically been limited to small-

issue Industrial Development (“IDB”), Solid Waste Disposal, Airport/Port Facilities and certain Power
Generalion providers

¢ Borrower considerations for RZFB issuance

e Qver the last 20 years, the average variable rate tax-exempt index (“SIFMA”) has reliably priced at
approximately 70% of the equivalent variable rate taxable index (“1M LIBOR"}

» The Fed’s ongoing policy of quantitative easing has helped reduce taxable rates in the current market
such that the prevalent SIFMA / 1M LIBOR ratio for most of 2009 has been closer to 1:1.

e Bondholders that purchase RZFBs will NOT be subject to the Alternative Minimum Tax (" AMT")

» Owing to the increasing number of taxpayers ensnared in the “AMT trap”, Bonds issued in the Non-
AMT market enjoy a persistent discount to a parallel bond structure in the AMT market

& In the current variable rate market, coupons for Non-AMT bonds are consistently 0.25% (or 25 basis
points) lower than for AMT

¢ For investment-grade borrowers able to access the fixed rate market, N-AMT coupons are

approximately 1.00% (100 basis points) below the corresponding AMT coupon across the yield
curve

» Ongoing Federal dialogue relating to future increases in the marginal income tax rate suggest that the
demand for N-AMT paper will remain robust for the indeterminate future.

=
3



Recovery Zone Fac111ty Bonds

Historical Cumpans{m. Variable Rate Tax-Exempt vs. Variable Rate Taxable
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Adjustments to Small-Issuer Industrial Development Bonds
Overview of Industrial Develupment Bonds (”IDB"S}

e Borrowers can take advantage of low cost, long term tax-exempt bonds to finance capital expenditures for the

acquisition, construction, development, rehabilitation and/ or equipping of facilities for the production of tangible
or intangible manufactured goods.

e These expenditures may qualify under Federal tax law as a small issue manufacturing facility, thus enabling a
Company to finance a significant portion of a Project with tax-exempt bonds.

» Letter of credit backed or privately placed variable rate demand bonds ("VRDBs”) afford the Borrower
the opportunity to achieve significant savings as compared to other financing alternatives

+ Federal tax laws govern Project eligibility for IDB financings:

¢ Maximum par amount of $10.0 million to finance a “small issue” manufacturing facility on a tax-exempt basis

¢ “Core manufacturing” must be conducted

» “Small Issue Manufacturing Facilities” are any facility used in the manufacturing or production of
tangible personal property (including the processing resulting in a change in the condition of such
property); facilities which are directly related and ancillary to a manufacturing facility (such as
warehousing) may be financed through bond proceeds

» 520.0 million capital expenditure test {over a six year test period)
»  Aggregate capital expenditures by the Borrower, including expenditures of a “related” party, cannot

exceed $20 million within the jurisdiction in which the Project is located over a six-year test period 3

years prior to and 3 years after the closing date of the financing (including any outstanding tax-exempt
bonds issued for such Project in the applicable jurisdiction)

1)
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Ad]ustments to Small-Issuer Industrial Development Bonde

Overview of Industrial De_vehpmenf Bonds ( ("IDB”S]

¢ Additional Federal tax laws governing traditional Project eligibility for IDB financings:

Not more than 25% of Bond proceeds may be used for the acquisition of Land

Tax Equity & Fiscal Reform Act ("TEFRA”) public hearing must be held by the Gavernmental issuer in the
jurisdiction where the Project is located prior to issuance of the Bonds

Existing buildings may be financed provided that at least 15% of the purchase price financed with tax-exempt
debt is spent on rehabilitation

-

» Used equipment does NOT generally qualify to be financed with tax-exempt debt unless substantially
refurbished

“Insubstantial Portion” of project cannot exceed 5% of qualifying costs
-+ Up to 2% of bond proceeds may be used to finance costs of issuance

» Leaving 3% for “non-qualifying” costs
Capitalized interest may be financed

Total outstanding [DBs by any one Borrower may not exceed $40.0 million on a nationwide basis

11



Adjustments to Small-Issuer Industrial Development Bonds

Overview of Industrial Development Bonds (“'IDB”S}

4+ What are Variable Rate Demand Bonds?

» VRDBs, also called low floaters, are long-term, variable rale securities

¢ What are some characteristics of VRDBs?

They typically require credit support in the form of a Letter of Credit
Seven-day interest rate resets allow the borrower to benefit from the short end of the yield curve

VRDBs are issued at par and contain a “put option” that gives the investor the option to give back their bonds,
at par, upon seven days’ notice

Bonds thal are tendered are then resold to other third-party investors by the Remarketing Agent

Investors typically include corporaiions, tax-exempt money market funds and high net worth individuals

+ What level of flexibility does financing through VRDBs provide?
-

Prepayment Flexibility - VRDBs have no prepayment penalty and can be prepaid in whele or in part within 30
days notice on any date

Structuring [Flexibility - Principal amortization can be structured to provide the Borrower with greater
flexibility

[nterest Rate Mode Flexibility - VRDBs are issued as variable rate bonds, however, all or a portion of the issue
can be swapped to a fixed rate or capped at the discretion of the Borrower

12
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Adjustments to Small-Issuer Industrial Development Bonds
Impact of ARRA upon Quahf;ed IDB Pm]ects

¢ Passage of ARRA has boosted issuance opportunities for Borrowers with qualified Industrial Development Bond
Projects in three distinct ways

e IDBs issued for the remainder of 2009 and all of 2010 will be N-AMT
» Historically, bondholders that purchase 1DBs are subject to AMT
s Increased flexibility surrounding the "Core Manufacturing” definition for Manufacturing Facilities

» DPrior to passage of ARRA, at least 75% of bond proceeds had to be directed toward the core
manufacturing component of a Project

e Those Projects where the majority of expenditures were deemed not to be “core manufacturing” (i.e.
- office space, cold storage, warehousing, etc.) struggled to qualify for tax-exempt IDB financing

» With the passage of ARRA, the 75% “core manufacturing” threshold was struck from the governing
regulations for 2009 and 2010

s Federal tax law continues to require a “core manufacturing” activity for eligible IDB financings but
it removes entirely any percenlage threshold for that activity as a % of Bond proceeds

s [Dolicy target of this revision is to incrementally open the IDB financing tocol for those
Manufacturers/Processors with a differentiated financing need relative to prier tax law

¢ Increased accessibility ko IDB financing for preducers of intangible property

» Prior to passage of ARRA, the definition of a “Manufacturing Facility” was explicitly limited to
manufacturers/ processors of tangible goods

» With the passage of ARRA, the definition was expanded to also include producers of intangible goods

s Policy target of this revision is to better allow the start-up, “knowledge” economy (e.g. - biotech and
pharmaceutical firms) to access tax-exempt IDB financing in its embryonic stages

13



Adjustments to Small-Issuer Industrial Development Bonds

-Mﬂl‘ket Conmderatmns fOI’IDB BQI’I’OWEI’S S

+ With the broader accessibility of the IDB Program to producers of tangible and intangible goods alike through

the end of 2010, the State of Califormia anticipates that applications to secure tax-exempt status for eligible IDB
projects will grow

e Given the limited pool of tax-exemnpt allocation directed to IDBs in the State of California, Borrowers that
contemplate prospective IDB financings in the upcoming 18 months will serve their interests well to begin
relevant financing conversations and inquiries as early as reasonably possible

» In the event that IDB demand outstrips the available pool of tax-exempt allocation, the State of
California does reserve the right to re-direct additional allocation to the IDB pool within a given year

+ Like the RZFB Program, Borrowers that utilize the 1DB for their financing requirements in 2009 and 2010 will
realize an incrementally lower cost of capital inherent to a N-AMT bond issuance

o While it remains likely that tax-exempt IDB financing will remain an available too! for Borrowers beyond

2010, it is by no means certain that such transactions will enjoy N-AMT status after 12/31/10.

> Recall that [DBs historically have been subject to AMT

Borrowoers contemplating IDB issuance in the coming years may wish to consider accelerating such
financings into calendar year 2010

» [n the current market, a pre-2011 issuance may reliably reduce annual debt service by 0.25% (25 basis
points} for the life of the Bonds

0L |
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Appendix A

State of California Allocation Schedule for Recovery Zone Facility Bonds (by City)

City
Anaheim
Berkeley
Burbank
Concord
Corona
Costa Mesa
Downey
Elk Grove
El Monte
Tairfield
Fontana
Fremont
Fullerton
Carden Grove
Glendate

Hayward

Huntington Beach

Bond
9,859,000
2,337,000
8,748,000
2,746,000
11,223,000
3,857,000
7,815,000
2,039,000
7,187,000
1,401,000
8,131,000
4,456,000
4,058,000
4,794,000
15,065,000
2,750,000

7,128,000

City
Inglewood
[rvine
Lancaster
Long Beach
l.os Angeles
Medesto
Moreno Valley
Norwalk
Qakland
Ondaric
Crange
Oxnard
Palmdale
Pasadena

Pomona

Rancho Cu camonga

Bond
7,488,000
4,902,000
7,614,000
33,353,000
269,191,000
1,356,000
11,041,000
6,945,000
7,581,000
10,669,000
4,225,000
4,069,000
7,704,000
11,115,000
9,350,000

10,572,000

Sonrce: infeenal Reverue Service Noticr 2009-50 (Recavery Zone Bond Volume Cap Allocaiions)

City
Richmond
Riverside
Roseville
Sacramoento

San Bernardino

San Buenavenlura

Sania Ana
Santa Clarita
Santa Rosa
Simi Valley
Stockton
Thousand Caks
Torrance
Vallejo
Victorville

West Covina

Bond
1,973,000
20,662,060
3,136,000
12,063,000
10,602,000
2 887,600
8,807,000
13,270,000
4,448,000
3,311,000
5,262,000
3,397,000
11,970,000
1,832,000
3,828,000

7,964,000

15



Appendix A

State of California Allocation Schedule for Recovery Zone Facility Bonds (by County)*

7L

County Bond County Bond.
Alameda Caunty 12,966,000 Placer County 6,841,000
Amador Counly 1,531,000 Plumas County 305,000
Butte County 2,527,060 Riverside Courtty 74,702,000
Calaveras County 1,524,000 Sacramento Connty 24,701,000
Contra Costa County 16,050,000 San Bernardino County 69,139,000
El Dorado County 5,206,000 San foaquin County 7,681,000
Glenn County 427,000 Shasta County 5,834,000
Humboldt County 123,000 Siskiyou County 208,000
Kiﬁgs County 4 426,000 Solano Counfy 2,825,000
Lake County 97,000 Sonema County 3,554,000
1os Angeles County 271,484,000 Stanistaus County 1,732 000
Mendocino County 665,000 Triruty County £9,000
dono County 494,000 Ventura County 6,488,000
Noevada Counly 5,035,000 Yolo County 5,585,000
Ovrange County 44,598,000

* Halivized counties represents an aftocation for Hie residund part of the County affer excluding altocation for large municipalities toith popedatioms

of af feast THG,000.

Sovrce: Internnt Revcnite Sevoice Nottre 2009-50 (Recovery Zinte Bond Volume Cap Allocations)
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Summary

Cagrrita CAPITAL MARKETS, 110

On February 17, 2009 President Obama signed into law a $787 hillion stimulus bill, the
American Recovery and Reinvestment Act of 2009 ("ARRA” or “the Act"”)

The ARRA provides new financing methods for state and local governments by expanding
the types of projects that can be financed on a tax-exempt basis

The Act alse creates several new categories of tax-exempt and tax-credit bonds
Build America Bonds

Qualified School Construction Tax Credit Bonds
“  Recovery Zone Bonds

The ARRA gives Issuers the temporary ability to issue governmental obligations as either
taxable tax-credit bonds or subsidy bonds

The ARRA also increases the tax benefits afforded to banks and other holders of tax-exempt
bonds

One of the objectives of the ARRA as it relates to the “public financing” of projects is to
broaden the potential investor base by attracting new investors and crossover buyers

The following presentation will focus on the newly created Recovery Zone Economic
Development Bonds
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Recovery Zoné Economic Development Bonds ("RZEDBs")

Recovery Zone LEconomic Development Bonds are a subspecies of taxable governmental
Build America Bonds. Issuers are entitled “at their efection” to receive a direct Federal
subsidy equal to 45 of the interest payable on an interest payment date

Expenditures must be for property within a recovery zone or otherwise promote economic
activity therein

Issuers in control of recovery zone designations

Federal Davis-Bacon prevailing wage rules apply to projects financed with proceeds of
RZEDBs

Recovery Zone Economic Development Bonds should broaden the appeal of municipal
securities for taxable and cross-over investors and enhance the potential for completing

projects in areas that historically have been underserved by traditional lenders and sources
of finance

®  National volume cap of $10 billion

CARRERA CAPITAL MARKLTS, L1
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Key Facts of RZEDBs

Recovery Zone Economic Development Bonds must meet the following requirements:
- The bond is a Build America Bond

The hond is issued before January 1, 2011
100 percent of the available project proceeds of the issue [(net of debt service reserve fund and not
exceeding 2% for costs of issuance} are used for qualified econamic development purposes
The 1ssuer designates such bonds as counting against the Issuer’'s volume cap for such bonds
Permitted Issuers
Cities with a populaticn over 100,000
Counties
For Benefit of Issuers (Conduit Issuers)
¥ Eligible Projects
- New money governmental purpose prejects or programs
Capital expenditures
Job training
Educational programs

Not available fer 501(c])(3) nonprofit or private activity purposes

CagrEra CAPITAL MARKETS, LI



. Applicable Definitions

A “Recovery Zone' is defined as:

B Any are designated as having significant poverty, unemployment, rate of home foreclosures

or general distress

Any area designated as economically distressed by reason of the closure or realignment of
military installation pursuant to the Defense Base Closure and Realignment Act of 1990

I
\ B Any area for which a designation as an empowerment zone or renewal community is in
effect

‘ A “Qualified Economic Development Purpose” is defined as:

®  Any expenditures for purposes of promoting development or other economic activity in a

‘ recovery zone, including:

© Capital expenditures paid or incurred with respect to property located in the recovery zone
\ Expenditures for public infrastructure and construction of public facilities
’ < Expenditures for job training and educational programs

| Includes capital expenditures and working capital expenditures to promote development or
| other economic activity in a recovery zone

B May be used for reimbursement of eligible expenditures that were paid or incurred after the
effoctive date of the ARRA
|

l Capalis Cartral MarKETS, LG
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Applicable Rules

@ TForarbitrage purposes the yield on a RZEDB shall be reduced by the refundable credit
B The Federal subsidy is nat subject to future appropriation risk

® A RZEDB shall not be treated as federally guaranteed by reason of the refundable credit
E

To qualify as a RZEDB a bond cannot have more than a de minimis amount of premium over
the stated principal amount of the bond

CABRERA CALYTAL MATKETS, LG i R I A B TR S AU T T LD RN PR



Allocation Process

B Secretary of the Treasury will allocate RZEDB authority to States in proportion te the
relative declines in employment during 2008

@ Tach State will receive no less than 0.9 percent of the national volume cap in 2009 and 2010

B The States will reallocate the anthority among counties and large municipalities in
proportion to their relative declines in employment during 2008. However, in calculating
this local employment decline, the portion attributed to large municipalities is not also
attributed to the counties

2]

Any county or large municipality may waive all or part of its allocation, in such case the
State will reallocate the authority in any reasonable manner

CABEry CAPITAL MARKETS, 114
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Funding Example

The following is a comparison between a regular tax-exempt bond issue and a taxable
RZEDB issue in which the Tssuer elects to receive a subsidy from the Treasury of 45% of the
interest payment. Each issue is dated 9/1/09, assumes costs of issuance of 2% of par
amount, reserve fund and is sized to generate a project fund of $100,000,000

10 Year US,
MMD Treasury Rate Spread (bps)* ~ Yield  Coupon
Tax-Exempt Issue 3.350% . ' 120 455% 4.55%
Taxable [ssue - 3.682% 222 5.50% 5.90%

*Spreads are based on an Aa3/AA rated transaction which priced the weel; of fune 17, 2009
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| Savings from issuing RZEDBs today

£rah s
pé:Econom

o
PR
X,

ic.D

'é_iie opment. Hon

;-'P:;Iymé'rft From B

" Tatl  Pediod Eniling. - Trincipal -7 Intefest Tréasury - - Net DS

0910110 5,170,620 5, 170,620 DU LA 6,704,760 3,017,142 3,687,618

| 09011 ] 5,170,620 5,170,620 O/ 6,704,760 3,017,142 3,687,618
i 0G/01/12 5,076,626 5,170,624 0901712 6,704,760 3,017,142 1,687,613
I 09N/ L3 5,170,620 5,170,620 (1901713 6,704,760 3,017,142 1,687,618
| 09/01/14 5,170,620 5,170 620 01114 6,704,760 3017,142 3,687.618
09/01/15 5.170.620 5,170,620 0910115 6,704,760 3,017,142 3687618

0901416 5,170,621} 5,170,620 0901716 6,704,760 3,017,142 3,687,618

0901717 5,170,624 5,170,620 Y0117 6,704,760 3,017,142 3,687,618

: 09118 5,170,624 5,170,620 090114 6,704,760 3,017,142 1,657,618
(9/01/19 113,640,000 5.070,620  11R%10,620 09119 113,640,000 6,704,760 31,017,142 117,327 618

113,640,000 51,706,200 165,346,200 113,640,000 67,047,600 30,171,420 150,516,180

S _T:i.-{_—Ex{;:fﬁpl Bind ..,

Taxable RZED
Rond Issug Net

: '-éé_vi'ngs from- PV Savings
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Peried Ending ™ Tssue Nel'D/S 138 . RZED Bond. @ 4.55%
0301714 3,170,620 3687618 1483002 1,418,462
Be/B1/T Y 5,170,420 3687618 1,485,002 1,356,731
Do 1/12 5,170,620 3,687,618 1,483,002 1,297,686
05/01/13 5,170,620 3,687,618 1483002 1,241,211
09401714 5,170,620 3,687.618 1,483,002 1,187,194
0U/0L/15 5,170,620 3,687,618 1,483 002 1,135,527
09/01/16 5,170,620 3,687,618 1483002 1,086,109
Do T 5,170,620 3687018 1,483,042 1,038,842
09/01/18 5,170,620 3.6K7.618 1,483,002 993,632
N9/1/19 118.810.620 117,327,618 1,483,002 950,389

Total 165,346,200 150,516,180 14,830,020 11,705,782
Y LY e



Breakeven

B Approximate breakeven taxable RZEDB interest rate that would provide net debt service the
same as a corresponding tax-exempt bond over the life of the issue

e Current Fstimated AaTax. Fsiifna{cdﬁﬁ:al{evenﬂ L Teee R L
1. U Matarity " Exempi Rate Taxable RZED Bond Rate . Difference (Spicad)
| S Year 3.75% 6.82% 3.07%
! 16 Yeur 4.35% 8.27% 3.72%
‘ 1S Year 525% . 9.55% 4.30%
i 20 Year . 5.75%% 10.45%% 4. 70%
, 25 Year 5.85% 10.64% 4.79%
'I 30 Yeur 6.00% 10.91% 3.91%
|
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Build America Bonds and RZEDBs Comparison Fact Sheet

Iype of Bund

Faxahie r:xed rate or varlable latE

governmental purpese (limited private
activity?d

'i axablt. fixed rate or varrable rate;

governmental bonds that must be issued lor
one or more qualified economic

developiment purpose[s) (limited private
activity)

Federal Tax Credits

If the 1ssuer elects to take a direct payment
credit, payment every interestpayment

| date to the (ssuer [direct pay); otherwise

35% income tax credit to bondholder (tax

credil) -

'Use of Proceeds

BAR (rax cr ed1t] may be issued for any
governmental purpose that could otherwise
be financed with the praceeds of tax-
exempt bonds under Cade Section 103,
including working capital expenditures and
current and advance refundings; direct pay
BARs may only be issued for new money
capital expenditures

Il the issuer elects to take a direct payment
credit, cash payinents to issuer equal to
45% ol interest on bonds every interest
payment date (direct pay); otherwise, 35%
income tax ¢redit to bondholder (tax credit)

Can be issued fora” quahf“ed econemic
development purpose” Le. expenditures for
purposes of promoting development or
other economic activity in a recovery zane,
including:

1, capital expenditures paid orincurred in
connection with property located in the
Zong

2. FPending guidance and if allowed hy the
regulations, costs assaciated with public
infrastructure of facilities wherever
located, that promote development or
other economic activity in a recovery
zane

3. Pending guidance and if allowed by the
repulations, expenditures {or job
training and educational programs
wherever located

Cast of Issuance and Reserve Funds That
May Be Funded With Bond Proceeds

Costof issuance limited o 2%
Reasonably required reserve fund
permitled

“Cost of issuance litnited to 2%

Reasonably required reserve fund
nermiited

' Elipibile Issuers

Anv governmental issuer [non private

Any county or large city [population of

CABRERA CAPITAL MAUKDTS, 116
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Build America Bonds and RZEDBs Comparison Fact Sheet (cont.)

May Be Fundeil With Band Proceeds

Cost Dﬂ‘:blldnc{, and Reserw_ Illlldb That

' Eligible lssuers

ANy governmetal issuer [non private

Eras bRl 0 A AT CAlBON S

Cost of issuance litnited ta 2%

Reasoenably required reserve fund
_permitted

activity) that can issue tax-exempt
securities

Cost of issuance limited to 2%
Reasonably required reserve fund
permitted

Any county or large city [population of
100,000 or more) that receives an RZEDE
atlocation and that has designated a
recovery Zone

Limits of lssuance

N limit on issuance of BABs nationally;
must he issued hefore 01/01/2011

510 hillion "cap” on issuance nationally;
must be issued hefore 01/01/20311

{ Ability to Strip Credits From Principal and
Interest Atbributes of Bonds

Right o receive credits may be stripped

Right to receive credits may be stripped

Trealment of Credit For Purposes of
Arbitirage Rules

Limitations on Fremium

Credit musl be nelted out [not taken itlo
account) for purposes of computing yieid
on the bonds under the arhitrage rules

Credit must be netted oot (not taken into
account) fer purposes of computing yield
on the bonds under the arbitraye rules

Bands cannot be issued with maore than a de

minimus amount of prémium over par

Honds cannot be issued with more than a de |

Capiria CaltiTAT MaRKETS, 1IC
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