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	                       IRS Audit Of DWR Revenue Bonds Closed

	   SACRAMENTO -- The Department of Water Resources (DWR) has received a favorable ruling from the Internal Revenue Service (IRS) following an audit of two series of bonds.

   The series of bonds that were under audit are DWR’s $175,655,000 Water System Revenue Bonds (Central Valley Project), Series Z issued in 2002 and the $108,705,000 Water System Revenue Bonds (Central Valley Project), Series AA issued in 2003. (Neither are related to the U.S. Bureau of Reclamation’s Central Valley Project).  Both financings were completed to facilitate refunding of previously issued commercial paper and bonds. 
   In its audit-opening letter, the IRS told the department that it “routinely examines municipal debt issuances to determine compliance with federal tax requirements."  During the course of the audit, DWR cooperated with the IRS’s request for copies of certain documents and responses to specific questions regarding the bonds. DWR was not required to make any payment to the IRS in connection with the closure of the audit, nor was it required to redeem any bonds.  
  In its audit-closing letter, the IRS stated that it had “decided to close the examination with no change to the position that interest received by bondholders is excludable from gross income under section 103 of the Internal Revenue Code.” 
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	The Department of Water Resources operates and maintains the State Water Project, provides dam safety and flood control and inspection services, assists local water districts in water management and water conservation planning, and plans for future statewide water needs.

	


	Contact the DWR Public Affairs Office for more information about DWR's water activities. 
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