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SIFMA FACT SHEET
About Build America Bonds

Build America Bonds (BABs) are new taxable municipal bonds that were authorized under the American
Recovery and Reinvestment Act of 2009 (ARRA) that President Obama signed into law on February 17,
2009. Unlike municipal bonds, most of which are tax exempt, BABs are taxable bonds, which means that the
interest is subject to taxation. The ARRA allows state and local governments to issue BABs in 2009 and
2010. There weren't any BABs issued in 1Q 2009, so the statistical data and analysis begins in 2Q 2009.

The two types of BABs are:

Direct Payment bonds are bonds on which the United States Treasury Department pays state
or local government issuers a payment equal to 35 percent of the interest payments on such
bonds, which is intended to lower the issuers’ cost of funds. Proceeds of direct payment
bonds can be used for the most of the same purposes as proceeds of regular tax exempt
government bonds except for refundings, working capital or private activity bonds and for
501(c)(3) conduit borrowers.

Tax Credit bonds are bonds on which the bond holders receive a tax credit equal to the 35
percent of interest on such bonds. The proceeds of tax credit bonds cannot be used for private
activity bonds or for 501(c)(3) conduit borrowers. It is widely believed that the tax credits
issued by the federal government can be stripped from the underlying bond and traded
separately, but this market has not yet developed.

Statistics

Build America Bond Issuance By State
20°09
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BAB Issuance as a Percentage of Total Muni Negotiated vs. Competitive BAB Deals
Issuance, 2Q ‘09 2Q ‘09
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States by Number of BAB Deals and Deal Size
2Q ‘09

State # of Deals YTD State Total Deal Size ($ Millions)

IL 16 1,648.5
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Top 15 BAB Deals by Size

Deal Name Size ($ Millions)

NJ Turnpike Authority: Turnpike Revenue Bonds Series 2009 F 4,166

Metropolitan Transportation Authority: Dedicated Tax Fund Bonds 2009C

City of San Antonio, Texas Electric and Gas Systems Revenue Bonds, Taxable
New Series 2009C

State of Michigan Grant Anticipation Bonds, Series 2009B

New Jersey Transportation Trust Fund Authority Transportation System Bonds
2009 Series B NJ 274

State of Florida Department of Transportation Turnpike Revenue Bonds Series
2009BBAB FL 255

Commonwealth of Kentucky State Property and Buildings Commission Revenue
and Revenue Refunding Bonds, Project No. 95 Series C KY 209
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SIFMA MUNICIPAL DIVISION

Leslie Norwood
Managing Director, Assistant General Counsel
Inorwood@sifma.org

Leon Bijou
Managing Director, Associate General Counsel
Ibijou@sifma.org

For more information, please visit www.sifma.org.

The Securities Industry and Financial Markets Association (SIFMA) prepared this material for informational
purposes only. SIFMA obtained this information from multiple sources believed to be reliable as of the date
of publication; SIFMA, however, makes no representations as to the accuracy or completeness of such third
party information. SIFMA has no obligation to update, modify or amend this information or to otherwise
notify a reader thereof in the event that any such information becomes outdated, inaccurate, or incomplete.
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