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Municipal Market Snapshot
Municipal vs. Corporate Bonds Comparison(1)

Municipal 
Securities

Corporate 
Securities

Market Size(2) $4.0 Trillion $10.6 Trillion

No. of Securities ~1,000,000 ~47,000

Daily Trading Volume $13.0 Billion $1,444 Billion

New Issue Volume $389 Billion $1,958 Billion

Default Rates(3) 0.09% 2.23%

Development, 
2%

Education, 26%

Electric Power, 
4%

Environmental 
Facilities, 1%

Health Care, 8%

Housing, 9%

Public Facilities, 
2%

Transportation, 
14%

Utilities, 13%

General 
Purpose, 23%

Municipal Issuance by Sector(4)

(CY 2023)

(1) Sources: MSRB Muni Facts (2023), Federal Reserve, FINRA, SIFMA, Moody’s and Bloomberg.
Note: Calendar year 2023 data unless otherwise noted.
(2) As of September 30, 2023.
(3) According to Moody’s Investment-Grade, 10-year cumulative default rates average over the period 1970–2022.
(4) Source: Bond Buyer.
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Municipal Market Timeline – 1800’s & 1900’s
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The 2000’s – Financial Crisis and ARRA
Financial Crisis (2007-2008)

Consolidation/Elimination of 
Banks

• Bear Stearns and  Lehman 
Brothers

Reduction of Monoline Bond 
Insurers

• FGIC, FSA, MBIA and Ambac

Reduction of Variable Rate 
Debt and Derivatives

• Auction Rate Securities and 
Interest Rate Swap

American Recovery and Reinvestment Act (2009)

Build America Bonds (BABs) 
and Other Tax Credit Bonds

• Taxable bonds with direct pay 
federal subsidy to issuers

• Average annual taxable 
issuances in 2009 and 2010 
increased by more than 4-folds 
vs. the years just prior to ARRA

AMT Exemption • Eliminates AMT on private 
activity and governmental bonds

Uninsured vs. Insured Bonds(1)

Uninsured, 
91%

Insured, 
9%

2023

Insured, 
50%

Uninsured, 
50%

2006

Fixed Rate vs. Variable Rate Bonds(1)

Fixed, 
74.6%

Variable, 
25.4%

2006

Fixed, 
88.7%

Variable , 
11.3%

2023

(1) Source: Securities Data Corporation.
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The 2010’s – Tax Reform
Tax Cuts and Jobs Act of 2017 (TCJA)

Individual Tax Rates • 7-brackets but with lower rates (0%-
37%)

• Kept AMT but at higher income 
threshold

Corporate Tax Rates • Reduced “C” corporations tax rate 
from 35% to 21%

State and Local Taxes • Capped deduction of state and local 
property taxes up to $10,000

Advance Refunding Bonds • Eliminated tax-exempt advance 
refundings

Tax Credit Bonds • Eliminated tax credit and direct pay 
bonds

Refunding vs. New Money Bonds(1)

Refunding, 
56%

New Money, 
44%

2017

Refunding, 
23%

New Money, 
77%

2023

Tax-Exempt vs. Taxable Bonds(1)

Tax-Exempt, 
92%

Taxable, 8%
2017

Tax-Exempt, 
91%

Taxable, 9%

2023

(1) Source: Securities Data Corporation.
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The 2020’s – COVID-19 Pandemic
• COVID-19 pandemic led to low interest rates and increased municipal bond issuance

• Federal government provided relief to state and local governments and helped stabilize the financial markets 
(e.g. CARES Act, American Rescue Plan Act, Municipal Liquidity Facility, etc.) 

Historical Municipal Bond Issuance and 10-Year “AAA” MMD
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(1) Source: Securities Data Corporation and Thomson Reuters.
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More Regulation and Disclosure

• Rule 15c2-12 (1989)

• Response to Washington Public Power Supply

• Requires standards of disclosure for municipal bonds by 
underwriters

• Amendment of 15c2-12 (1995)

• Response to Orange County bankruptcy

• Requires continuing disclosure

• 15c2-12 New Disclosure (2019)

• Adds two new disclosure items

• SEC Enforcement Division Unit (2010)

• Dodd-Frank Act (2010)

• Expands MSRB’s mission and grants rulemaking authority 
over municipal advisors

• SEC Municipal Advisor Rule (2014)

• Establishes fiduciary duty on the municipal advisor Imposes 
restrictions on communications between non-municipal 
advisor and municipal client

• Municipalities Continuing Disclosure 
Cooperation (MCDC) Initiative

• Focus on compliance of continuing disclosure undertakings
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Municipal Bondholder Composition(1)

• TCJA, market factors, and regulatory 
developments have driven changes in municipal 
bond ownership in recent years

• Households comprise approximately 45% of 
municipal bondholdings

• Decline in direct ownership and rapid growth of 
Separately Managed Accounts (SMAs) 

• Municipal Exchange-Traded Funds (ETFs) holdings 
have risen, while holdings by banks and insurance 
companies have declined

Households 
(includes SMAs), 

45%

Mutual Funds, 
19%

U.S. Banks, 
13%

Insurance 
Companies, 

10%

Money Market 
Funds, 3%

ETFs, 3%
Rest of the 
world, 3%

Close-end funds, 
2%

Other, 2%

M u n i c i p a l  B o n d h o l d e r s  Q 1  2 0 2 4

(1)Source: Muni market grows by a hair in Q1; retail ownership ticks up driven by SMAs, Bond Buyer, June 13, 2024, and Federal Reserve, March 31, 2024.
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Current Market Dynamics
Flat Yield Curve & 

Interest Rate 
Expectations

• Yield curve for much of 2024 was inverted and generally flat
• Low tax-exempt to taxable ratios (MMD Yields / US Treasury Yields)
• Positive arbitrage opportunities, subject to certain “spenddown” requirements

Forward Delivery 
Refundings

• Investors generally expect interest rates to decline over the near to medium term which has increased 
their interest to participate on forward delivery refunding's

• Forward premiums range from ~5-8 basis points per month

Build America Bond 
Refundings

• Many bond counsels and issuers have taken the view that the extraordinary redemption language 
associated with BABs issued in 2009 and 2010 has been triggered

• BABs refunding highly sensitive to the spread between tax-exempt rates and Treasuries
• Initial objections from select investors but now seem to have gained more acceptance

Tender Refundings
• Alternative to taxable advance refunding's
• Success of tenders are largely dependent on bondholder participation
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2024 YTD Issuance Trends(1)

• Forward Refundings(2): 158 series of bonds sold with a total aggregate par of $11 billion

• Average forward period slightly longer than 1.5 months, with the longest at 11 months by San Diego USD

• According to a July 15th article, the Bond Buyer stated that as of July 11th, there has been $9.6 
billion of BABs refunded, another six at the time had posted call notices ($1.5 billion of BABs), 
and additional nine issuers at the time had announced they were considering refunding their 
BABs ($6.6 billion)

• Los Angeles Unified School District executed the largest BABs refunding in April by redeeming $2.6 billion of 
outstanding BABs

• 2024YTD saw 56 municipal tender solicitations amounting to over $33 billion in par 

• The largest tender solicitation was by the Los Angeles Community College District, in which the total par solicited 
was over $2.5 billion 

(1)Year-to-date through August 22, 2024.
(2)+$10 million transactions where the time frame from sale to delivery exceeds 1 month
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Environmental, Social and Governance (ESG) -
Labeled Bonds
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Other Market Trends

• Municipal Finance Structures

• Public-Private Partnerships

• Cash Optimization

• Bank Direct Placements

• Interim Funding Solutions

• Technology

• iPreo Gameday

• MSRB Electronic Municipal Market Access 
(EMMA)

• Investor Relations Websites

• Electronic trading platforms like MarketAxess 
and Bloomberg’s BondTrader

• Internal systems by market participants
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Disclaimer
WE ARE NOT YOUR MUNICIPAL ADVISOR OR FIDUCIARY. BofA Securities, Inc. (“BofA Securities”) is providing the information contained 
herein for discussion purposes only either as an underwriter or in anticipation of being engaged to serve as an underwriter.  BofA Securities is 
not acting as a “municipal advisor” within the meaning of Section 15B of the Securities Exchange Act of 1934, financial advisor or fiduciary 
to you or any other person.  The primary role of BofA Securities, as an underwriter, is to purchase securities with a view to distribution in an 
arm’s-length commercial transaction with you and BofA Securities has financial and other interests that differ from those of yours.  BofA 
Securities is acting for its own interests. You should discuss any information and material contained in this communication with any and all of 
your own internal or external municipal and/or financial, legal, accounting, tax and other advisors and experts, as applicable, to the extent 
you deem appropriate.
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Disclaimer
"Bank of America" and "BofA Securities" are the marketing names used by the Global Banking and Global Markets divisions of Bank of America Corporation. Lending, derivatives, other commercial banking activities, and trading in certain financial instruments are performed 
globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., Member FDIC. Trading in securities and financial instruments, and strategic advisory, and other investment banking activities, are performed globally by investment banking affiliates of 
Bank of America Corporation ("Investment Banking Affiliates"), including, in the United States, BofA Securities, Inc., which is a registered broker-dealer and Member of SIPC, and, in other jurisdictions, by locally registered entities. BofA Securities, Inc. is a registered futures 
commission merchant with the CFTC and a member of the NFA.

Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured • May Lose Value • Are Not Bank Guaranteed.

These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered (the “Company”) in connection with an actual or potential mandate or engagement and 
may not be used or relied upon for any purpose other than as specifically contemplated by a written agreement with us. These materials are based on information provided by or on behalf of the Company and/or other potential transaction participants, from public sources or 
otherwise reviewed by us. We assume no responsibility for independent investigation or verification of such information (including, without limitation, data from third party suppliers) and have relied on such information being complete and accurate in all material respects. To the 
extent such information includes estimates and forecasts of future financial performance prepared by or reviewed with the managements of the Company and/or other potentialtransaction participants or obtained from public sources, we have assumed that such estimates and 
forecasts have been reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, represent reasonable estimates). No representation or warranty, 
express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be relied upon as, a representation, whether as to the past, the present or the future. These materials were designed for use by specific persons familiar with 
the business and affairs of the Company and are being furnished and should be considered only in connection with other information, oral or written, being provided by us in connection herewith. These materials are not intended to provide the sole basis for evaluating, and should 
not be considered a recommendation with respect to, any transaction or other matter. These materials are for informational purposes only and do not purport to contain all of the information that may be required to evaluate any transaction or other matter. These materials do not 
constitute an offer or solicitation to sell or purchase any securities and are not a commitment by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any transaction or to purchase any security in connection therewith. These materials are for 
discussion purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and risk perspective, as appropriate, following our discussion with the Company. We assume no obligation to update or otherwise revise these materials. These 
materials have not been prepared with a view toward public disclosure under applicable securities laws or otherwise, are intended for the benefit and use of the Company, and may not be reproduced, disseminated, quoted or referred to, in whole or in part, without our prior 
written consent. These materials may not reflect information known to other professionals in other business areas of Bank of America Corporation and its affiliates.

Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives trading, foreign exchange and other brokerage activities, and principal investing as well as 
providing investment, corporate and private banking, asset and investment management, financing and strategic advisory services and other commercial services and products to a wide range of corporations, governments and individuals, domestically and offshore, from which 
conflicting interests or duties, or a perception thereof, may arise. In the ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise 
effect transactions, for their own accounts or the accounts of customers, in debt, equity or other securities or financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company that may be involved in a 
transaction. Products and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America Corporation. We have adopted policies and guidelines designed to preserve the independence of our research analysts. 
These policies prohibit employees from offering research coverage, a favorable research rating or a specific price target or offering to change a research rating or price target as consideration for or an inducement to obtain business or other compensation. We are required to 
obtain, verify and record certain information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as applicable, with the USA Patriot Act (Title III of Pub. L. 
107-56 (signed into law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States.

We do not provide legal, compliance, tax or accounting advice. Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be 
imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then the statement expressed herein is being delivered to support the 
promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular circumstances from an independent tax advisor. Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall 
be permitted to disclose the tax treatment and tax structure of a transaction (including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or, except to the extent relating to such tax structure or tax 
treatment, any nonpublic commercial or financial information) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such transaction, (ii) public announcement of such transaction or (iii) execution of a definitive agreement (with or without 
conditions) to enter into such transaction; provided, however, that if such transaction is not consummated for any reason, the provisions of this sentence shall cease to apply.

© Bank of America Corporation.
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Risk Disclosures – Fixed Rate Bonds(1)

Material Risk Consideration Description of Risk Potential Consequences

Issuer Default Risk Possibility that the Issuer defaults under the authorizing 
documents 

• Range of available remedies may be brought against 
Issuer (e.g., forcing Issuer to raise taxes or rates)

• Credit ratings negatively impacted
• Access to capital markets impaired
• Possibility of receivership or bankruptcy for certain issuers 

Redemption Risk The ability to redeem the bonds prior to maturity may be 
limited 

• Inability to refinance at lower interest rates 

Refinancing Risk Possibility that the bonds cannot be refinanced • Inability to refinance at lower interest rates 

Reinvestment Risk Possibility that the Issuer may be unable to invest unspent 
proceeds at or near the interest rate on the bonds 

• Negative arbitrage resulting in a higher cost of funds 

Tax Compliance Risk For tax-exempt bonds, possibility that failure to comply with 
tax- related covenants results in the bonds becoming taxable 
obligations 

• Increase in debt service costs retroactively to date of 
issuance

• Possible mandatory redemption of bonds affected
• Risk of IRS audit
• Difficulty in refinancing the bonds
• Access to tax-exempt market impacted
• Difficulty in issuing future tax-exempt debt 

(1)You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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Risk Disclosures – Forward Delivery Bonds(1)

Material Risk 
Consideration

Description of Risk Potential Consequences

Risk of Inability to Satisfy 
Conditions for Delivery of 
Bonds

Possibility that conditions to closing cannot be met on 
delivery date (e.g., intervening changes in law (resulting 
in either a change in tax status or any other reason that 
would prevent counsel from delivering an opinion), 
material litigation filed, adverse change in rating on the 
bonds or an event of default or material adverse 
change occurs)

• Transaction cannot be consummated

Underwriter Default Risk Possibility that underwriter cannot perform on delivery 
date

• Transaction cannot be consummated

Fewer Potential Purchasers Risk that the universe of potential investors may be 
limited to additional risks

• Pricing of the bonds and the amount of the forward 
delivery premium may be adversely affected

Availability of Better 
Alternatives

Possibility that it is more advantageous to wait and 
remarket or refinance outstanding bonds

• May not obtain the best economic result by 
proceeding with issuance of forward delivery 
bonds

(1)You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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Risk Disclosures – Tender & Exchange Offers(1)

Material Risk 
Consideration

Description of Risk Potential Consequences

Uncertainty of Results Uncertainty of results • Tender offer is not successfully consummated 
or the amount of bonds tendered may be less 
than expected

• May be required to increase price that is 
paid

Varying Impact on 
Bondholders

Bondholders may be impacted differently by the 
terms of the tender offer

• Holders of other bonds may be affected
• May impact results of tender offer

Alternatives May Be 
Better

Waiting to refinance or remarket may be 
economically advantageous

• Higher costs may be incurred
• May not obtain the best economic result

(1)You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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SESSION ONE
The Issuer’s Role in 
Planning a Debt Issuance

JAY GOLDSTONE
Special Advisor to the Mayor
City of San Diego
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Topics

 Financial Planning
 Multi-Year Financial (O&M) Planning
 Multi-Year Capital Planning

 Preparing a Debt Policy
• https://www.sandiego.gov/sites/default/files/cosd-debt-policy.pdf

 Capital Planning Policies
• https://docs.sandiego.gov/councilpolicies/cpd_800-14.pdf

 Is Issuing Debt the Right Move
 Your Role as the Government’s Representative
 Selecting Your Team and Understanding Their Roles

21
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Even Before You Decide
To Go To Market
Or What I Call…..
Setting the Stage
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Financial Planning
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Multi-Year Financial Planning
Development of a Comprehensive Financial 
Plan

• Governments SHOULD develop a viable overall multi-year financing plan 
covering known operating revenues and expenses and anticipated revenues 
and expenses.

• Build into your Financial Plan your approved and proposed capital plan 
and how you propose to pay for it to ensure that the proposed capital plan 
is achievable within expected available resources.

• Include O&M related to your capital project.

• Prepare a separate Plan for each of your significant funds.
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Debt Issuance Integration with
 Capital Improvement Plan

Governments should develop and adopt capital planning policies 
• Policy serves as a framework for stakeholders to know their roles and 

responsibilities and process expectations. A plan should:
• Promote sound, long term operational and capital financing strategies
• Describe approach to capital planning
• Determine what is a capital improvement project
• Identify how decisions and prioritizations of projects occur
• Require assessment of entity’s fiscal capacity 
• Link funding strategies with useful life of asset
• Require multi-year CIP that includes long term financing considerations and 

strategies
• Develop a process to ensure compliance with legal requirements for capital 

project funding
• Include significant capital maintenance projects
• Have a process for monitoring and oversight of the CIP program
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Capital Improvement Plan
Best Practice – Multi-Year Capital Planning 

•GFOA recommends that governments adopt 
comprehensive, fiscally sustainable, multi-
year capital improvement plans (CIP) to 
ensure effective management of capital 
assets

•CIP should cover five years or more
•Reviewed/updated annually
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Capital Improvement Plan – (cont. 2 of 7) 
Prudent Capital Improvement Plans do the 
following:

• Identify needs

• Determine financial impacts

• Prioritize capital requests

• Integrate into your comprehensive long range 
financial plan
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Capital Improvement Plan – (cont. 3 of 7) 

Identify Needs:
• Using information such as development projections, 
strategic plans, comprehensive plans, facility master 
plans, and regional plans

• Governments should identify present and future 
service needs that require capital infrastructure or 
equipment

• Develop a capital asset life cycle for major capital 
assets

• Break out by fund (general, enterprise, etc.)
28



Capital Improvement Plan – (cont. 4 of 7) 
Determine Financial Impacts

• Capital asset life cycle should include costs to operate, 
maintain, administer and renew or replace the capital 
asset

• A clear estimate of all major components required to 
implement a project should be outlined, including land 
acquisition needs, design, construction, contingency, 
and post-construction costs

• The impact on operating budget impacts resulting 
from capital projects
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Capital Improvement Plan – (cont. 5 of 7) 
Prioritize Capital projects:

• Prioritize expected needs based on a strategic plan
• The scope and timing of a planned project should be well defined in the 

early stages of the planning process
• When evaluating capital requests, governments should first prioritize based 

on:
 Health and Safety - Priority should be given to high-risk safety issues 

that require a capital project to correct
 Asset Preservation - Capital assets that require renewal or replacement 

based on capital asset life cycle
 Service/Asset Expansion/Addition - Infrastructure improvements needed 

to support government’s policies, plans, and studies
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Capital Improvement Plan – (cont. 6 of 7) 
Prioritize Capital Projects (continued)

• In this prioritization process, attention should be 
given to:
Coordination with related entities
Allow submitting dept. to provide an initial prioritization
 Incorporate input and participation from major stakeholders 

and the general public
Apply analytical techniques, as appropriate, for evaluating 

potential projects (e.g., net present value, payback period, 
cost-benefit analysis, life cycle costing, cash flow modeling)
Use a rating system to facilitate objective decision-making
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Capital Improvement Plan – (cont. 7 of 7) 
Governments Undertaking a Capital Financing Plan 
Should:

• Anticipate expected revenue and expenditure trends 
including their relationship to multi-year financial plans 
and ongoing impacts to the operating budget due to the 
capital plan

• Prepare cash flow projections of the amount and timing 
of the capital financing

• Specify funding sources (PAYGO, debt, mix, etc.)
• Continue compliance with all established financial policies
• Recognize appropriate legal constraints
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Developing and
 Maintaining a Debt Policy
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Debt Policy
Having a Debt Policy is Vital

• Guides the debt issuance practices of state or local governments

• Improves the quality of decisions

• Articulates policy goals to internal and external parties

• Provides guidelines for the structure of debt issuance

• Demonstrates a commitment to long-term capital and financial 
planning and enhances intergenerational equity

• Displays commitment to adhere to local, state, and federal laws

• Provides information and guidance to staff and elected officials
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Importance of a Debt Policy
Enhances Internal Management Practices
External Recognition and Transparency

• Credit rating agencies
• Investors and the public know the entity’s parameters

Regulators Asking For Evidence Of Policies And Procedures
• IRS Form 8038
• IRS in audits
• SEC investigations

• Establishes a Road Map of Procedures to Stay Out of 
Trouble
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Components of a Debt Policy
 Authority to Issue Debt

 Entity’s Debt Limits

• Legal restrictions (e.g., state constitution, bond referenda)

• Public policies (purposes, tied to CIP, economic development)

• Financial restrictions (debt limits and debt capacity)

 Debt per capita
 Debt to personal income
 Debt to personal property
 Debt service payments as % of general fund 

revenues/expenditures
36



Components of a Debt Policy – (cont. 2 of 3) 
Debt Structuring

• Types of Debt Allowed to be Issued
 General Obligation and parameters of that pledge
 Revenue
 Taxable (including tax-credit and subsidy)
 Fixed or Variable Rate
 Direct Purchase (bank loan or private placement)
 Refundings
 Other Products: Pension bonds, OPEB, Swaps, and Derivatives

• Debt Structuring
 Maximum term
 Average maturity
 Debt repayment structure
 Use of optional redemption features
 Other features such as bond insurance and reserve accounts
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Components of a Debt Policy – (cont. 3 of 3) 
 Debt Issuance Practices

• Selection of external professionals
• Criteria for determining method of sale
• Evaluating bond pricing
• Use of credit rating agencies
• Primary disclosure practices and procedures

 Debt Management Practices

• Investment of bond proceeds
• Budgeting for and making debt service payments
• Continuing disclosure practices
• Federal tax law compliance (arbitrage private use)
• Monitoring refunding opportunities
• Investor relations
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Implementing the Policy
 Development By Team (With A Leader!)
 Internal Staff Sign Off
 Approval From Governing Body
 Disseminating to Team (Internal And External)
 Compliance Procedures for the Policy

• Are we doing what we said we would do?
• Developing checklists to ensure compliance

 Periodically Reviewing and Amending Debt Policy in Response to 
Changing Market and Regulatory Requirements (review at least 
annually)
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Other Observations
 If Starting From Scratch, Review Policies From Peer 

Governments
Develop Section By Section
Have Separate Policies Where Needed – e.g., Disclosure And 

Investment of Proceeds
Stay Alert for Changing State and Federal Laws and 

Regulations
Debt Policy Provides Cover in Certain Situations

• Outside Professionals
 ”Have I got an idea for you!”  “Sorry, we can’t!”

• Elected Officials
 “Let’s do a swap!”  “Sorry, we can’t!”

• The Media
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Issuing Debt for
Capital Projects
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Confirm Debt is the Right Path for 
Your Project

What is the Project ?
• Expected lifetime of asset (capital vs operating costs)

What Are Your Financing Strategies?
• Cash flow projections

• Consider all funding alternatives, including cash funding or “Pay-as-you-go” 

• Reliability and stability of funding sources

• Affordability of strategies

• What financing tools are available in the current market at reasonable cost?

• What is permissible by state and local laws?

• What is allowable per your debt management policy?
42



Understanding Debt Limits
Legal Limits – Debt Capacity

• Most states impose legal limits on how much debt can be issued
• Typically based on market value of property within jurisdiction
• Most often applicable only to general obligation debt

Financial Limits – Based on Revenue Sources
• Revenue bond capacity may depend on ability and willingness to raise 

rates and to maintain debt service coverage factors over time

 Internal Policy Limits – Debt Affordability
• Internal debt policies may provide additional limitations on how much 

debt may be issued
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Assessing Debt Capacity

Future principal and interest payments
How much debt are you legally allowed to 
issue?
Debt covenant restrictions
Overlapping debt

Structure debt to fit within available capacity
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Debt Affordability Ratios
Determining “Affordability” is an Art, Not a Science 
Ratios to Assess Affordability of General Obligation Debt

• Debt per capita 
• Debt service as % of revenues or expenditures 
• Debt Coverage Ratio 
 Net operating income/debt service

Affordability Ratios Should Also Consider Any Future 
Borrowing Plans
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Debt Affordability Considerations
Excessive debt service as a percentage of operating 

expenses can serve to constrain future opportunities
• Maximum Annual Debt Service (MADS) as % of projected 

revenues/expenditures

However, debt issued for projects also grows strategic 
programs, increases the organizations revenue and 
operating expense base, and provides additional 
prudent borrowing capacity in future years
Be mindful of rating agency analysis
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So, Now You Are Ready To 
Proceed
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You Are The Quarterback
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Understanding Your 
Responsibilities

 Debt Issuance is NOT a Casual Assignment

 This Is Your Agency’s Transaction

 You Are the Agency’s Representative, But Not the Only One With 
Responsibilities

When the Bonds Are Closed and Documents Executed, Your 
Organization May Have To Live with the Obligations and 
Commitments for the Next 20 to 30 Years

 If Anything Goes Wrong (i.e., default, audit, etc.), the 
Regulators/Enforcers Will Come Knocking On Your Door

 Potential For Personal Liability and Reputational Damage 
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Role of the Finance Officer
 Your role extends past administration of debt program

 Understand your responsibilities as they relate to:
• Federal Securities Law
• Federal Tax Law
• State Law
• Your Entity Ordinances, etc.

 Have documented policies and procedures related to elected officials’ 
responsibilities and do’s/don’ts

 Be aware of your roles and responsibilities PRIOR to starting the debt 
issuance process, not after

 Finance officer’s responsibility is to taxpayers and ratepayers to ensure 
costs of debt repayment are most favorable in short and long-term
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Role of the Finance Officer – (cont. 2 of 4)

Be an active participant
• Attend every meeting
• Read all the documents
• Don’t be afraid to ask questions
• Be prepared to present the deal to your governing board
• If you don’t understand the transaction, do not present it to 

the governing body

Make sure your internal team understands their 
responsibilities

• Offer bond training courses
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Role of the Finance Officer – (cont. 3 of 4)

 Coordinate internal team members (finance staff, 
city/county/special district attorneys, project managers, etc.)

Work with “partner” departments/agencies/bureaus by 
providing direction, leadership, oversight, and guidance

 Select and assign duties to outside finance team participants 
and manage performance

Manage the financing project and timeline

 Structure financing within parameters of state and local law and 
legislatively adopted policy
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Role of the Finance Officer – (cont. 4 of 4)

 Select The Method Of Sale In Consultation With Municipal Advisor and be 
Consistent with Debt Policy

 Negotiate Business Points and Structure of the Transaction

 Ensure Consistent, Accurate, and Complete Disclosure to the Marketplace

 Ensure Continuing Disclosure, Monitoring, and Compliance

 Oversee Disbursement of Project Funds

 Oversee Debt Service Payment Process

 Ensure Tax And Disclosure Compliance 

 Your Job Doesn’t End When The Bonds Are Issued
• Now Comes the Real Work!
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The Supporting Cast
(Know the Players & Their Roles)
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The External Team
 Municipal Advisor
 Bond Counsel

• Disclosure Counsel
• Special Tax Counsel

 Underwriter (if negotiated sale)
 Underwriter’s Counsel (if negotiated sale)
 Placement Agent (if direct placement)
 Paying Agent/Trustee
 Verification Agent (if refunding)
 Bidding Agent (if open market escrow refunding)
 Feasibility Consultant (revenue bonds)
 Others
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Selecting the Financing Method 
and Financing Team

 Selecting Municipal Advisors
 Selecting Bond/Legal Counsel
 Selecting and Managing the Method of Sale of State and Local 

Government Bonds

 Selecting Underwriters for Negotiated Bond Sales

 Selecting Underwriters Counsel

KNOW YOUR ENTITY’S PROCUREMENT POLICIES!
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Who Should I Hire First?

 Unless the issuer has sufficient in-house expertise and access to 
market information, it should hire a municipal advisor prior to 
undertaking a debt financing”

MA has a federal fiduciary responsibility to represent the issuer, 
and only the issuer, in debt financings

 Select MA through an RFP process

 Issuer establishes MA scope of services

 MAKE SURE MA FIRM AND INDIVIDUAL MA ARE REGISTERED WITH THE MSRB
http://msrb.org/MARegistrants.aspx
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Role of the Municipal Advisor

Municipal Advisor Should Assist With:
• Assessing the objectives of the project
• Identifying financing strategies and priorities
• Selecting the method of sale that best fits the financing
• Evaluating other members of the external financing team
• Assist selecting (through RFP) the underwriting team
• Ratings presentations
• Credit enhancement assessment
• Providing expert advice regarding the bond sale
• Other services
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Role of the Municipal Advisor: 
Competitive Sale

Helps determine timing of offering

Assists in structuring the bond issue

May assist in preparing the preliminary official statement 
(POS)

May assist with obtaining ratings and preparing rating 
presentation

Ensures bidders/UW are aware of upcoming sale 
59



Role of the Municipal Advisor: 
Competitive Sale – (cont. 2 of 2)

Supports general marketing to the investor community

Puts out Notice of Sale

Verifies accuracy of all bids received

Makes a recommendation to issuer to accept or reject the 
bid
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Role of the Municipal Advisor: 
Negotiated Sale

Assists with Underwriter RFP and Selection Process
Assists Issuer In Structuring the Bond Issue
Assists In Preparing the Preliminary Official 
Statement (POS)
May Assist In Publicizing Upcoming Bond Sale to 
Investor Community
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Role of the Municipal Advisor: 
Negotiated Sale – (cont. 2 of 2)

Advises Issuer with Redemption Provisions and 
Other Terms with Respect to Negotiation Of 
Coupon Yields. MA Should Provide Independent 
Pricing Views.
Advises Issuer On Day Of Pricing With Respect To 
Final Negotiation Of Terms (Pricing Changes, Call 
Features, Discounts, Premiums, Etc.)

62



Managing Your Municipal 
Advisor Relationship

Ongoing Communication of Priorities, Objectives, And 
Expectations

• Match to specific issuer project/financing needs
 For example, swap advisor

• Active vs. Passive
• Continuity of MA staff
• Written scope of services from issuer assists with this

Use of Multiple MAs
• Project or task-specific
• Pricing and/or post-pricing specialists
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Selecting and Managing MAs
 Hire MA prior to undertaking a debt financing

 Select MA through an RFP process, based on merit

 Determine if MA is for a specific transaction or a period of time
• Pool of MAs

 Issuer sets scope of work, be specific 

 Determine basis for compensation (e.g., bond proceeds)

 Make sure MA is registered with SEC and MSRB

 Develop selection criteria
• Experience
• Knowledge of market
• Knowledge of issuer
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MSRB Rules For MAs to 
Protect Issuers/Overview

 Rule G-42
• Fiduciary Duty
• Scope of Services in Writing
• Method of Payment in Writing
• Disclosure of Conflicts
• Have the Basis to Provide Advice/Recommendations
• Suitability and Know Your Client Standards

 Rule G-10
• Information About How to File a Complaint

 Rule G-37
• Restricts Political Contributions/Pay to Play Practices for Underwriters and MAs
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Types of Legal Counsel in Bond 
Transactions

Not all types of counsel are needed on every 
transaction.  Will depend on type of bonds, method 
of selling bonds, and issuer preferences

 Issuer Counsel: Issuers own internal counsel that focuses 
on ensuring compliance with local ordinances, codes, and 
policies

Bond Counsel: Provides legal opinion that 1) bonds are 
legally issued; and 2) meet IRS tax-exemption standards.  
Bond counsel is a part of all public transactions and most 
bank loans
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Types of Legal Counsel in Bond 
Transactions – (cont. 2 of 2)

Underwriter’s Counsel: represents underwriter in a 
negotiated bond sale

Disclosure Counsel: law firm that assists issuers in meeting 
its primary disclosure obligations. Use of disclosure counsel 
by issuers is growing.

Special Tax Counsel: provides special tax related 
opinions on certain complex transactions

Bank Counsel: similar to underwriter’s counsel, bank 
counsel represents banks direct purchases, bank loans, etc.

67



Selecting Bond Counsel
 Provides opinion that (1) the bonds are legally authorized and 

issued and (2) if applicable, interest is excluded from gross income 
(Federal/State/Local)
Often handles disclosure related items (drafting or reviewing 

documents) and may also assist with due diligence process leading up 
to issuance of the bonds
 Selection of bond counsel should be based on merit and generally 

done through a Request for Proposals (RFP) process
 RFP should address scope of services, term of contract, evaluation 

criteria, and the selection process
• May be managed by Finance Office and/or City Attorney
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Selecting Bond Counsel – (cont. 2 of 3)

 Key qualifications of Bond Counsel include:
• Experience with similar financings: type, size, structure, and state law
• Specialized tax advice beyond normal bond counsel services
• Expertise in federal securities laws and regulations
• Be aware of relationships that might pose conflict of interest

 Determine if other ‘specialty counsel’ is needed, due to nature of 
transaction or potential conflict of interest. 

• Disclosure Counsel
• Special Tax Counsel
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Selecting Bond Counsel – (cont. 3 of 3)

 Determine if other ‘specialty counsel’ is needed, due to nature of 
transaction or potential conflict of interest. 

• Disclosure Counsel
• Special Tax Counsel

 Same firm as Bond Counsel?
 Seeking Counsel’s Advice When Issuers Receive an IRS Letter/Audit 

Inquiry
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Underwriter’s Counsel
May prepare the investor disclosure document (official statement), 

bond purchase agreement, agreement among underwriters, and 
related documents
 Conducts due diligence on behalf of the Underwriter
 Selected by the Underwriter, cannot be same firm as Bond Counsel
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Issuer’s Role in Selecting  
Underwriter’s Counsel

 Issuers should minimize their involvement with underwriter’s counsel 
selection
 If desired, develop list of general criteria and qualifications
 If warranted, prepare list of acceptable firms
 Review Underwriter Counsel’s scope of services
 You are paying for underwriter’s counsel, set appropriate fee 

arrangement – “not to exceed”.  
 Have policies and procedures in place to minimize conflicts of interest 
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The Role of the Underwriter in 
Competitive vs. Negotiated Sale

 Competitive Sale: sale in which multiple underwriters submit 
bids to purchase the bonds at a specified date and time.  The 
Underwriter that submits the lowest purchase price (true interest 
cost or TIC) is awarded the bonds for sale to investors.
Negotiated Sale: sale in which the Underwriter is selected 

before the sale, optimally through a competitive RFP process.  
Underwriter assists MA and Issuer in structuring the bonds and 
preparing the bonds to be sold.
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Selecting Underwriters
 If a negotiated sale is deemed appropriate:

• Select Underwriters through an RFP that rewards firms with 
demonstrated experience underwriting the types of bonds the issuer 
proposes to sell. RFP promotes fairness, objectivity and transparency.

• Recognize that the role of the Underwriter and the MA are separate 
roles and cannot be provided by same party.  The underwriter is not 
your municipal advisor.

• Look at past transactions and their performance vs. competitive sales.
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Selecting Underwriters – (cont. 2 of 3)

Key Underwriter selection criteria may include:
• Relevant experience with type of bonds being proposed.  

Experience should include both the firm’s investment bankers and 
underwriters (“the desk.”)

• The firm’s distribution capabilities. Can the Underwriter access 
institutional and retail buyers?

• Understanding of the Issuer’s financial situation and how to 
approach financing issues such as bond structure, rating 
strategies and investor marketing
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Selecting Underwriters – (cont. 3 of 3)

Key Underwriter selection criteria may include:
• Documentation of the Underwriter’s participation in the issuer’s 

recent competitive sales or the competitive sales of other issuers in the 
same state

• The proposed “spread”, or underwriter’s discount, should be 
requested in the RFP, but should rarely be the primary decision 
criterion.  Proposed spread is most useful in pricing negotiations, but 
not as a basis for selecting the Underwriter.
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MSRB Underwriter Rules to 
Protect Issuers Overview

MSRB Rule G-17
• Underwriters must disclose their role in a transaction to Issuer
• Underwriter does not have a fiduciary duty to Issuer
• Underwriter must disclose general and special risks of transaction
• Underwriter must disclose any conflicts they have within the transaction
• Must not suggest that issuer not use an MA
• Must seek Issuer acknowledgement of the above

 Rule G-10
• Information about how to file a complaint

MSRB Rule G-37
• Restricts Political Contributions/Pay to Play Practices for Underwriters 

and MAs
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Placement Agent

 Placement agent finds investor(s) for direct placement
• Registered broker/dealer

MA can not serve as placement agent
MA can help Issuer review RFPs and bids from placement agents 

but can not solicit to find investors
 Know what you need to know
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Trustee or Paying Agent
 Typically, a commercial bank
 Purpose to hold/administer funds for benefit of bondholders
Monitors compliance with the terms of the authorizing ordinance 

or bond indenture
Often acts as paying agent and registrar
May act as dissemination agent for continuing disclosure
 Consider customer service history from references as well as costs
 Selection based on “lowest bid” not always best criteria; look for 

services provided, such as on-line access and ease of use
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Other Financing Team 
Participants

 Bond Insurer or Credit Enhancement Provider

 Surety Bond

 Liquidity or Credit Providers (variable rate debt)

 Investment Advisor

 Escrow Verification Agent (in case of refunding)

 Bidding Agent (in case of refunding with open market escrow)

 Independent ESG Verifier (in case of ESG/Green bonds)
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QUESTIONS?

JAY GOLDSTONE
Special Advisor to the Mayor
City of San Diego
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Financing Structuring Considerations

• Purpose and necessity of debt

• Organizational type (Governmental, Enterprise or Other)

• Long-term strategic goals of organization

• Debt policy (SB 1029)

• Current debt burden and debt capacity

• Long-term financial planning

• Intergenerational equity considerations

• Fluid market conditions
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Purpose of Debt
• Many municipal entities are responsible for funding public projects 

• Characteristics of the project often dictate the appropriate type of funding

• Long-lived infrastructure capital assets have different financing suitability vs. assets with 
shorter lives

Type of Funding Advantages Disadvantages

PAYGO
Pay for capital projects as 
revenue is saved or received 
from existing sources

• Future funds not subject to debt 
service payments and the payment 
of interest

• Subject to limitations of available 
revenue

• Rate considerations
• Long wait time for new infrastructure 

Grant Funding 
Apply for State and Federal 
grants

• Does not take away from any 
funding source

• Inconsistent and unreliable
• May not cover full project costs
• Funds often received on 

reimbursement basis
• May “federalize” project

Borrow
Issue Debt

• Spreads cost over the useful life of 
the asset; reduces need for large, 
regular increases in rates

• Funds received when needed
• Intergenerational equity

• Repayment includes interest costs
• Various forms of borrowing may have 

specific terms/conditions
• Ongoing obligations to lender(s)
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Considerations in Structuring a Financing

Borrowing 
Type

Purpose of 
Borrowing

Goals of 
Borrowing

Sizing the 
Borrowing

Structuring 
the Borrowing

Types of Debt
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Borrowing Type
Public Sale Private Placement Federal/State Loan

Public offering of bonds 
through either a negotiated or 
competitive sale

Financing provided by bank Loan financing provided by 
Federal or State agency

Benefits • Mature market
• Predictable schedule
• Proceeds available 

immediately
• Borrowing terms may be 

customized

• Time efficient execution
• Proceeds available 

immediately
• Borrowing terms may be 

customized
• Disclosure documents not 

required
• Ratings often not required

• Low interest rates (typically)
• Interest rate not as sensitive to 

ratings
• State loans may have grants or 

principal forgiveness

Considerations • Market conditions
• Disclosure and ratings 

process adds time to 
schedule

• Market conditions
• Borrowing terms may not be as 

flexible as other options

• Competitive application 
process

• May not finance 100% of 
needs

• Borrowing terms may not be as 
flexible as other options

• Legal covenants may be more 
restrictive

• Funds received as 
reimbursement

• Application process 87



Public Offering
• Underwriter purchases bonds from Issuer, then sells those bonds to investors

• Can be accomplished through either a negotiated or competitive sale process

• Preliminary Official Statement is produced and distributed to investors

• Primary marketing document that investors use to make their investment decision

• Underwriter and Issuer are responsible for all due diligence 

• Bonds are typically rated by a rating agency

• Ratings provide a third-party determination of the likelihood of timely repayment of debt 
service

• Ratings lower the interest rate

• Legal terms and covenants can be tailored – with careful consideration of the marketing and 
rating implications

• Repayment can be structured to meet the needs of the Issuer – with careful consideration of 
the marketing, rating and interest rate implications
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Private Placement
• Financing provided by a bank not through a public offering

• Offering Statement not required

• Ratings are typically not required, however, banks will perform their own review of 
Issuer’s credit and set their interest rate and loans terms based on this review

• Legal terms and covenants can be tailored but are subject to negotiation with the 
bank

• Repayment can be structured to meet the needs of the Issuer but are subject to 
negotiation with the bank
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Method of Sale
COMPETITIVE SALE NEGOTIATED SALE PRIVATE PLACEMENT

Mechanics  Issuer, MA and legal counsel 
structure transaction and 
prepare/review transaction 
documents

 A date and time are set on 
which underwriters submit bids 
for the bonds

 Bonds awarded to underwriter 
submitting the bid with the 
lowest true interest cost

 Underwriter selected prior to the 
pricing of the bonds (typically near 
the outset of the transaction)

 Issuer, MA, underwriter and legal 
counsel structure transaction and 
prepare/review transaction 
documents

 Underwriter markets bonds
 At pricing, interest rates are set 

based on comparable sales and level 
of investor interest

 Bank is selected based on rate 
and borrowing terms

 May utilize placement agent
 Loan terms negotiated directly 

with bank

Time to Complete 
Transaction

 3-4 months  3-4 months  2-3 months

Offering Statement 
Required

 Yes  Yes  No

Ratings Required / 
Utilized

 Yes (typically)  Yes (typically)  Not usually

Structuring  Flexible  Flexible  Flexible, with potentially limits on 
the final maturity of the loan

Issuance Expenses  Higher costs of issuance  Higher costs of issuance  Lower costs of issuance

When Most 
Appropriate 
(Generally – 
Situations May 
Vary)

 Well known issuer
 Conventional bond structure
 High credit quality
 Favorable market conditions

 Unknown issuer
 Complicated structure or large size
 Complicated credit
 Weak, volatile or challenging market

 Smaller borrowings 
 Shorter term (~10-15 years)
 “Story” borrowings
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Federal/State Loans
• Financing provided by Federal or State agency (SRF, IEDB, USDA, WIFIA, CWIFP, TIFIA)

• Disclosure through a Preliminary Official Statement typically not required

• Some loans may require a rating

• Legal terms and covenants may be flexible, certain loan programs have standard terms and 
covenants which may differ from those available under other methods of borrowing

• Repayment structure may be flexible, certain loan programs have greater flexibility than 
others

• Loan proceeds may be disbursed on a reimbursement basis making cashflow during 
construction an important consideration
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New Money and Refunding

New Money • Bond proceeds are issued to generate “new” funds
• Typically for the construction, rehab or improvements to 

infrastructure

Refunding • Refinancing of existing debt
• Typically to reduce future debt service costs
• Also can be used to restructure debt payments for strategic 

purposes
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Sizing a Financing
• The elements of financing may differ 

by:

• Type of borrowing (GO, revenue 
bond, etc) 

• Project type

• Issuer financing plan

• Ratings

• Use of Proceeds (new money vs. 
refunding)

• Not all elements will be applicable to 
various financings

Project / Construction Fund

Capitalized Interest Fund

Escrow Refundings
Only

Debt Service Reserve Fund

Costs of Issuance Fund

Underwriter’s Discount

Bond Insurance

New Money
Only

93



Project / Construction Fund
• Proceeds to fund project acquisition and/or construction

• Based on actual costs or detailed estimates

• Can include contingency funds

• Two methods of funding
• Gross funded – exact project amount
• Net funded – less than project amount, interest earnings during construction 

period used to meet project amount
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Capitalized Interest Fund
• Proceeds to pay interest during project construction and / or revenue ramp-up / 

stabilization period

• May provide necessary cashflow relief during construction or ramp-up period

• Capitalized interest increases overall debt / loan payments over the repayment life 
(it is not “free money”)
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Escrow Fund
• Proceeds to fund the principal and interest costs of refunded debt to its redemption 

date

• Funded at closing

• Typically invested – permitted investments highly restricted (i.e., SLGS and US 
Treasuries)

• Escrow fund held by the Escrow Agent 

• Typically net funded (interest earned during the escrow period helps pay principal 
and interest of refunded debt)
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Debt Service Reserve Fund
• Funds debt service payments in an event of a payment default

• Provides additional security for investors

• Issuers with high-grade ratings have been able to forgo a debt service reserve fund for 
certain project types

• Debt service reserve fund requirement typically the lesser of:

• Maximum annual debt service

• 125% of average annual debt service

• 10% of par amount

• If “cash funded”, interest earnings on debt service reserve fund can help pay debt service

• Debt service reserve fund requirement may be met with a surety policy in certain situations
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Costs of Issuance
• Funds eligible issuance costs

• Financing team fees (bond counsel, disclosure counsel, municipal advisor)

• Trustee / paying agent

• Rating agency fees

• Special tax consultant

• Title insurance

• State fees

• Appraisal, feasibility study, engineer’s report

• Verification Agent 

• Other costs associated with the issuance of obligations
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Underwriter’s Discount
• Underwriter’s discount is the compensation the underwriter receives

• Average takedown

• Management fee

• Expenses

• Average takedown is a dollar per bond amount (par amount / $1,000)

• Underwriter’s discount is typically funded with bond proceeds

Par amount of issuance $25,000,000
Takedown $2.50 per bond
Total takedown ($25,000,000/$1,000) * $2.50 = $62,500
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Bond Insurance
• Bond insurance guarantees the payment of principal and interest to bondholders

• Insured bonds are assigned the credit rating of the bond insurer

• Can improve bond pricing and lessen the costs of borrowing
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Premium, Discount and Par Bonds

• Individual maturities can be sold as premium, discount or par bonds

Original Issue Discount (OID) Par Bond Original Issue Premium (OIP)

General Rule Coupon<Yield 

Price<100

Coupon=Yield

 Price=100

Coupon>Yield 

Price>100

Maturity Principal Coupon Yield Price 

2026 $1,000,000 4.000% 2.590% 113.444%

2027 $1,100,000 3.000% 3.000% 100.000%

2028 $1,200,000 3.000% 3.044% 99.500%

• Price x Principal == Amount Investor Pays and Amount the Municipality Receives 

Maturity Principal Price Dollar Price

2026 $1,000,000 113.444% $1,134,440

2027 $1,100,000 100.000% $1,100,000

2028 $1,200,000 99.500% $1,194,000
101
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Bond Sizing Example
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Serial and Term Bonds
• Serial Bonds

• Principal repayment is made on the 
stated maturity date

• Serial bonds are typically structured 
with maturity dates over regular 
intervals allowing an issuer to take 
advantage of different pricing levels 
across the yield curve

• Term Bonds

• A bond which matures on a single date 
with sinking fund redemptions made 
prior to final maturity

• Term bonds may be structured to 
increase the par amount of the maturity 
to attract additional investor interest

Maturity (7/1) Par Coupon Yield Type
2025 660,000         5.00% 2.30% Serial Bond
2026 695,000         5.00% 2.34% Serial Bond
2027 730,000         5.00% 2.38% Serial Bond
2028 765,000         5.00% 2.42% Serial Bond
2029 800,000         5.00% 2.46% Serial Bond
2030 840,000         5.00% 2.50% Serial Bond
2031 885,000         5.00% 2.55% Serial Bond
2032 930,000         5.00% 2.61% Serial Bond
2033 975,000         5.00% 2.62% Serial Bond
2034 1,025,000      5.00% 2.64% Serial Bond
2035 1,075,000      5.00% 2.67% Serial Bond
2036 1,130,000      5.00% 2.72% Serial Bond
2037 1,185,000      5.00% 2.75% Serial Bond
2038 1,245,000      5.00% 2.80% Serial Bond
2039 1,305,000      5.00% 2.86% Serial Bond
2040 1,370,000      5.00% 2.97% Serial Bond
2041 1,440,000      5.00% 3.07% Serial Bond
2042 1,510,000      5.00% 3.13% Serial Bond
2043 1,590,000      5.00% 3.20% Serial Bond
2044 1,665,000      5.00% 3.27% Serial Bond
2045 1,750,000      5.00% 3.48% Sinking Fund
2046 1,840,000      5.00% 3.48% Sinking Fund
2047 1,930,000      5.00% 3.48% Sinking Fund
2048 2,025,000      5.00% 3.48% Sinking Fund
2049 2,130,000      5.00% 3.48% Term Bond Maturity
2050 2,235,000      5.00% 3.56% Sinking Fund
2051 2,345,000      5.00% 3.56% Sinking Fund
2052 2,465,000      5.00% 3.56% Sinking Fund
2053 2,585,000      5.00% 3.56% Sinking Fund
2054 2,715,000      5.00% 3.56% Term Bond Maturity
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Redemption Features
• Optional Redemption

• Call is exercised only at the option of the issuer, not the investor
• Call typically exercised to achieve savings or restructure debt
• Issuers typically issue Bonds with a 10-year call option

• Mandatory Redemption
• Call must be exercised on specified date/during specified timeline
• May be required by law 
• May be required by legal structure of transaction

• Extraordinary Redemption
• Call exercised upon occurrence of certain events
• May be optional

• Redemption Prices for Call Vary 
• Par
• Premium
• Make-Whole
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Debt Service Structures – New Money
• Debt structuring decisions are driven by 

a number of variables
• Existing debt service shape and 

structure
• Assets being financed
• Anticipated revenue profile
• Future debt issuance plans
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Debt Service Structures – Refundings
• Most common refundings are to refinance debt for 

interest rate savings

• Debt is also refunded for structuring and / or to 
eliminate restrictive covenants

• When refunding, one decision will be how to 
“shape” savings to the debt being refinanced

Uniform/Level Savings

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

$6,000,000

2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042

Refunding Debt Service Savings Prior Debt Service

Accelerated Savings

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

$6,000,000

Refunding Debt Service Savings Prior Debt Service

Deferred / Backloaded Savings

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

$6,000,000

2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042

Refunding Debt Service Savings Prior Debt Service
106



Fixed vs. Variable Rate Debt
Fixed Rate Debt

• The rates (coupons) are set on the day of the pricing 
and do not change

• The issuer will pay scheduled interest (usually twice 
a year) for as long as the bonds are outstanding
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Variable Rate Debt
• The rates are reset to different coupons at 

predetermined points throughout the year

• The issuer’s interest payments will vary for the life of 
the bonds based on market conditions or changes in 
an index (typically SIFMA)
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Considerations for Fixed vs. Variable Rate Debt
• What is the optimal mix between fixed and variable rate debt

• When should issuers consider variable rate debt vs. fixed rate debt?

• What are some of the benefits and considerations for fixed and variable rate debt?

Benefits of Fixed Rate Debt

• Allows for budgetary certainty and administration
• No ongoing credit support needed
• Legal documents are simpler

Considerations of Fixed Rate Debt

• Historically, higher interest rates than variable rate 
debt, on average

• Less flexible call feature than variable rate bonds

Benefits of Variable Rate Debt

• Creates a natural hedge between short-term assets 
and liabilities

• Often, more flexible prepayment provisions
• Used to diversify debt portfolio

Considerations of Variable Rate Debt
• Interest rate risk and bank credit risk
• Budgetary uncertainty
• Unpredictable pricing of support costs; typically new 

LOC/SBPA or mandatory tender required every 1-5 
years

• Additional administrative involvement 108
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Conclusions
• Every municipal entity is unique with their own considerations related to borrowing needs

• There are many different ways of borrowing, each of which may be beneficial in their own 
ways to a specific municipal entity or in a specific market

• It is important that each borrower carefully analyze what is best for them

• While the future is unpredictable, make borrowing decisions that take into account both 
near- and long-term considerations

• Debt is a long-term obligation and the decisions made today may govern certain financial 
decisions down the road

• Make sure you have a team of trusted advisors
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Ratings and their Role in Bond Issuance
FACTORS THAT INFORM PRICING:

• Sector and security 
• Other transaction in the market
• Demand for munis in general
• Structure/maturity
• Secondary market liquidity
• Credit enhancement
• BOND RATINGS

TYPES OF SALE/THE RATING PROCESS:
• Negotiated sales: 

• MA, underwriter or issuer manages the 
process

• Competitive: 
• MA or Issuer

BOND RATINGS ARE…
• An analysis as of a point in time
• An opinion (subject to change) based on verifiable 

facts presented to the rating agencies
• Subject to revision based on

• Changes in criteria
• Changes in circumstances
• Changes within your control/changes outside 

your control

BOND RATINGS ARE NOT…
• A confirmation of management’s skills
• A political endorsement
• Negotiable
• A guaranty of repayment or liquidity
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Questions for Rating Agencies
• REGULATORY OVERSIGHT

• How has the regulatory climate changed for rating agencies?
• How have rating agencies addressed regulations?

• What information can a rating agency rely on (e.g., third party verifiable information)?
• Are periodic reviews required?
• What is the purpose of providing separate issuer and security ratings?

• Metrics and subfactors (the nuts and bolts of ratings) - how are they used in 
ultimate rating?

• IF IT’S BEEN FIVE YEARS SINCE OUR LAST RATING…
• Will there be different areas of focus? YES

• ONLINE RESOURCES AND TOOLS TO SELF-EDUCATE
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U.S. Public Finance 
Local Government  
Rat ing Criteria
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Previous Criteria  Current  Criteria
 Key Rat ing Drivers (KRDs)

Revenue 
Framework

Expenditure 
Framework

Long-Term Liability 
Burden

Operating Performance

Financial Profile

Demographic & 
Economic Strength 

Long-Term Liability 
Burden
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Local Government  Criteria Rat ing Framework

Local Government Rating Model (LGRM) 

Metric Profile (MP)

12 key metrics grouped within 3 Key 
Rating Drivers 

Additional Analytical Factors (AAF)

A structured framework to incorporate 
rating factors not wholly quantifiable or 

not statistically significant to the portfolio 
as a whole 

 Model Implied Rating (MIR)

Issuer Default  Rating (IDR)
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Main Enhancements From The New Criteria

• Fixed metric weightings provide greater rating 
clarity 

• Creates a ranking of the credit quality of each 
individual issuer in the Fitch local government 
rating portfolio
 All Fitch’s local government ratings are ranked 

together

• Notch-specific ratings communicated numerically 
supporting  analysis of “headroom” to the next 
higher or lower rating
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Fitch’s U.S. Public Finance 
Tax Supported  Rat ing Distribut ion

Tax-Supported Distribution
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Why The Change In Criteria?

• Quantify the relationship between credit metrics and ratings

• Leverage technology to provide a more quantitative, objective and consistent 
rating approach

• Allowing market participants to model financial inputs and observe potential 
rating impact

• Improve the ability to evaluate the portfolio through different economic cycles 

• Enhance rating transparency and consistency

• Differentiate credits within a compressed rating portfolio

• Explicitly communicate rating headroom and sensitivity analysis

• Improve the ability to triage and screen the portfolio
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3 Key Rat ing Drivers (KRDs) with 11 Metrics

Key Rating Driver 
(Implied KRD Weight %) Metrics

Implied 
Metric 

Weight (%)

Financial Profile 
(35%)

Financial Resilience 35
Revenue Volatility -

Demographic and Economic 
Strength 

(44%)

Population Trend 8

Unemployment Rate 9

% of Population w. Bachelor's Degree and Higher 9

MHI as a % of Portfolio Median 9

Population Size 4.5

Economic Concentration 4.5

Long-Term Liability Burden 
(20%)

Liabilities (Overall)/ Personal Income 7

Liabilities (Direct)/ Governmental Revenues 5

Carrying Costs/ Governmental Expenditures 8

• The sum of the implied 
composite weights does not 
add up to 100% due to 
rounding 

• The weights shown are 
indicative only to provide 
context as to relative factor 
importance, but are inputs into 
a regression analysis

• The weights for the individual 
subfactors are combined into 
composites for purposes of the 
model 
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LGRM External Model 
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Analyt ical Judgment  and Expert ise 

• Importance of analytical judgment remains vital within the proposed criteria and 
model

• There are opportunities at every step for the analyst and rating committee to 
incorporate issuer specific considerations

• Some examples of analytical adjustments include:
 Historical data anomalies
 Forward-looking performance shifts
 Nonrecurring events
 Scenario analysis

• Additional Analytical Factors (AAF)
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Addit ional Analyt ical Factors (AAF)

• Additional Analytical Factors (AAF) draw 
upon analytical expertise and 
experience to incorporate rating factors 
that are not  wholly quantifiable, such as 
management and governance, or are 
measurable but not statistically 
significant to the portfolio as a whole

• Common risk assessment metrics 
chosen for the model do not fully 
capture all relevant influences on credit 
quality

• Additional Analytical Factors (AAF) are 
grouped by Key Rating Driver (KRD), 
similar to the model metrics

• Maximum of +2/ -2 AAF per KRD and 
total of +3/ -3 overall

Key Rating Driver (KRD) Additional Analytical Factors (AAF)

Financial Profile

Fiscal Oversight

Revenue Capacity

Contingent  Risk

Nonrecurring Support  or Spending Deferrals

Polit ical Risk

Management Pract ices

Demographic and Economic 

Strength

Economic and Inst itut ional Strength

Concentrat ion Risk

School District  Enrollment

Long-Term Liability Burden

Pension Assumptions

Pension Contributions

OPEB Contributions

Debt Structure

Capital Demands
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ESG Factors for Non-Tax-Supported 
U.S. Public Finance
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ESG Factors for State and Local Governments
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Source: Moody’s Investors Service as of 02 January 2024
Research and Events data covers the period 01 January 2023 to 31 December 2023
For the ‘Total Rated Debt’ section, the regional breakdown displayed excludes figures related to 
Supranational Institutions
All numbers are rounded other than those marked *

AMERICAS

$42+ trillion

26,600+

13,900+

EMEA

$19+ trillion

4,500+

4,700+

ASIA PACIFIC

$9+ trillion

2,100+

6,100+

$73+
trillion
Total rated 

debt

TOTAL RATED DEBT

RATED ORGANIZATIONS AND STRUCTURED DEALS

PUBLICATIONS

26,400+   Publications globally

PEOPLE

13,500+
MCO employees

1,700+
Analysts

40+
Countries/Regions

Award-winning expertise in credit ratings, 
research and risk analysis. For more 
information, visit awards.moodys.io

FACTS & FIGURES

Full Year 2023

19,300+ 
Issuer 
Research

2,200+ 
Sector 
Research

4,800+ 
Other 
Reports

190+
Rating 
Methodologies

EVENTS

540+
Global events

≈58,000
Global participants

AWARDS & 
RECOGNITION

33,200+
Rated Organizations and Structured Deals

4,800+
Non-Financial 
Corporates

2,300+
Financial 
Institutions

980+
Insurance 
Organizations

14,700+
US Public 
Finance Issuers

8,900+
Structured
Finance Deals

1,000+
Infrastructure &
Project Finance 
Issuers

370+
Sub-Sovereigns

144
Sovereigns*

47
Supranational
Institutions*

     
132



What is a Moody’s Credit Rating?
Provide investors with a simple system of gradation by which future relative 
creditworthiness of securities may be gauged

Rating Description

Aaa Highest quality, with lowest level of credit risk 

Aa High quality and subject to very low credit risk

A Upper-medium grade and subject to low credit risk

Baa Medium grade, moderate credit risk, and may possess certain speculative characteristics

Ba Speculative and subject to substantial credit risk

B Speculative and subject to high credit risk

Caa Speculative of poor standing and subject to very high credit risk

Ca
Highly speculative and likely in, or very near, default, with some prospect of recovery of 
principal and interest

C Typically in default, with little prospect for recovery of principal or interest
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Moody’s Rating Methodology

Published rating methodologies ensure a consistent 
approach

Methodologies include a rating grid: a summary of the main 
qualitative and quantitative factors considered

Methodology grids provide transparency for issuers 
and investors to understand the rating outcome 

It is not an exhaustive treatment of all factors reflected in 
Moody’s ratings: the indicated outcome from the grid can 
and does often differ from the actual rating assigned

All financial ratios are adjusted using Moody’s Global 
Standard Adjustments

Rating assignments/changes are made by rating 
committees, taking into account a wide range of factors, 
which are not restricted to credit metrics or the 
methodology
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The Rating Process – Six Steps

Assignment Methodology Analysis Discussions Committee Publication

Moody’s assigns a lead 
analyst

Analyst preliminarily 
determines appropriate  

methodology 

Analyst gathers and 
analyzes information 

Credit discussions 
between issuer and 

analysts 

Ratings are determined 
by committees, not by 
individual analysts

Designed to foster free 
exchanges of differing 
views and to encourage 
rigorous discussion and 
debate

Lead analyst 
communicates the rating 
and rationale to the 
issuer

Lead analyst will provide 
a copy of the rating 
report for review 
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Long-term rating 
relationship 
with regular 
monitoring

Moody’s 
Rating

Annual Review of 
Financial and 

Market 
Information

Quantitative 
Analysis and 
Comparative 
Assessments

Regular Discussion 
with Senior 

Management

Daily Monitoring 
of News Sources

Environmental 
and Event Driven 

Reviews 
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Cities and Counties

137



Cities and Counties Methodology
Transition of cities and counties from security-based to sector-based approach
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Arriving at the issuer rating

Scorecard Factors

S te p  1

Notching Factors

S te p  2

Other 
Considerations

S te p  3

Issuer Rating

R e s u l t
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Arriving at the issuer rating – Step 1 

Scorecard Factors

S te p  1
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City & County Methodology (City of ABC) 
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Arriving at the issuer rating – Step 2

Notching Factors

S te p  2

1. Additional strength in local resources

2. Limited scale of operations

3. Financial disclosures

4. Potential cost shift to or from the state

5. Potential for significant change in leverage
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Notching Factors
Notching factors are quantitative
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Arriving at the issuer rating – Step 3

Other 
Considerations

S te p  3

Examples of qualitative Other Considerations: 
Environmental, Social and Governance

Exposure to natural disaster risk may influence credit strength. The risk of teacher 
strikes are an example of a social consideration. Weak or opaque governance can 
negatively affect school performance.

Competitive Considerations

Academic performance measures may result in competitive strength. The risk of future 
enrollment losses to charter schools or other open-enrollment public schools may not 
already be reflected in the scorecard.

Extraordinary State Support

State may provide meaningful financial or managerial support, bolstering a weak 
fundamental credit profile.
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Arriving at the issuer rating – Step 3

Other 
Considerations

S te p  3

Examples of qualitative other considerations (not an exhaustive 
list):

 Fund-specific financial considerations

 Competitive enterprise risk in governmental or business-  
type activities

 Likelihood of receiving extraordinary or ongoing support

 Strengths or weaknesses related to economic 
concentration

 Unusual risk or benefit posed by long-term liabilities
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Other Considerations
These considerations are qualitative and only relevant to certain issuers

• Environmental, Social and Governance Considerations
• Event risk
• Strengths or weaknesses related to economic 

concentration
• Unusual strengths or weaknesses related to budgets or 

liquidity
• Fund specific financial considerations 
• Competitive enterprise risk in governmental or 

business-type activities 
• Strengths or weakness associated with component 

units or other related entities

• Related local governments
• Likelihood of receiving extraordinary or ongoing support
• Financial controls
• Unusual Risk or Benefit Posed by Long-Term Liabilities 
• History or likelihood of impaired liquidity or market 

access or missed debt service payments
• Expected decline or improvement in instrument-level 

credit quality
• Considerations specific to US Native American Tribal 

Nations
• Additional metrics
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Moody’s Investors Service ESG Scores Explained
Our scores are NOT an opinion about an issuer’s sustainability performance or ESG disclosures

Credit Impact Score (CIS)
Reflects the impact of ESG on the credit rating
NOT a combination of E, S and G-IPS

Example of Score:

  

• Indicates the extent to which the credit rating would have been 
different in the absence of ESG issues

• Places ESG in the context of other rating considerations
• CIS-1 (Positive) assigned only if the credit rating is better because of 

ESG factors

Issuer Profile Scores (IPS)
IPS is our assessment of the issuer’s exposure to Environmental (E), 
Social (S) or Governance (G) risks / benefits material to credit risk 
including relevant mitigants 

Example of Scores:

Highly Negative

• Scores are global and comparable across sectors 
• Incorporate management’s action/mitigants
• E-1, S-1 or G-1 (Positive) assigned only when considerations have 

material credit benefits

ENVIRONMENTAL

E-4
Neutral-to-Low
S-2
SOCIAL GOVERNANCE

Positive
G-1

CIS-4
Highly Negative

Scoring scale:
5 4 3 2 1

VERY HIGHLY NEGATIVE HIGHLY NEGATIVE NEUTRAL- TO-LOWMODERATELY NEGATIVE POSITIVE
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ESG Classification System Incorporates Credit Relevant 
Considerations

Environmental

Physical climate risks

Carbon transition

Water management

Waste and pollution

Natural capital

Social
Private sector 

Customer relations

Demographic and societal 
trends

Human capital

Health and safety

Responsible
production

Public sector 

Access to 
basic services

Demographics

Education

Health and safety

Housing

Labor and income

Governance
Private sector 

Financial strategy & risk 
management

Management credibility & 
track record

Organizational structure

Board structure, policies & 
procedures 

Compliance & reporting

Public sector 

Institutional structure

Policy credibility and 
effectiveness

Budget 
management

Transparency and disclosure
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ESG Integration into Credit Analysis
Our rating analysis considers all material credit considerations, including ESG

SECTOR-SPECIFIC METHODOLOGIES

Methodology Scorecard / Model

Other Considerations

ESG CROSS-SECTOR METHODOLOGY

ISSUER PROFILESCORES
Environmental IPS

• Carbon transition
• Physical climate risks
• Water management
• Waste and pollution
• Natural capital

Social IPS

• Customer relations
• Human capital
• Demographic and societal trends
• Health and safety
• Responsible production

Governance IPS

• Financial strategy & risk management
• Management credibility & track record
• Organizational structure
• Compliance & reporting
• Board structure, policies & procedures

CREDIT 
RATING

ESG CREDIT IMPACT 
SCORE*

CIS-1 Positive

CIS-2 Neutral-
to-low

CIS-3 Moderatel
y  Negative

CIS-4 Highly  
Negative

CIS-5 VeryHighly 
Negative

E-1 E-5

E-2 E-4
E-3

S-1 S-5

S-2 S-4
S-3

G-1 G-5

G-2 G-4
G-3

The ESG credit impact score (CIS) is an output of the rating process that more transparently communicates the impact of ESG considerations on the credit rating of an issuer or transaction.
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ESG Credit Impact Score
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Physical Climate Risks
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THE RATING PRESENTATION

• Information

• Presentation

• Advisors and Bankers – use 

their experience

• In Person

• Virtual

• Site Visits

FRAME THE DISCUSSION

• Factor/subfactor as guidance

• Outliers/special factors to consider

• Consistency vs. TMI

• Historic and forecasts

• ESG?

• Making the Case
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Overview

• Bond Pricing Basics

• Financing Team Dynamics

• Week of Pricing

• Issuer Participation in Pricing Negotiations

• Market Factors Affecting Bond Pricing

• Structural, Credit, and State/Industry Specific Factors Affecting Bond 
Pricing
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• Bond Pricing Basics
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Bond Pricing – Desk Speak Vocab

Bump Lower yield, higher dollar price.

Cheap Yields higher (dollar price lower) than 
reasonable for specific credit.

Rally Decreasing yields in market.

Benchmark A tool used by issuers, investors and 
other financial professionals to 
describe the market, and to compare 
performance.

Tightening Delta of spreads diminishing between 
the benchmark and credit categories

Over-
Subscribed

Number of orders exceeds the bonds 
available for a certain maturity

Cut Higher yield, lower dollar price.

Rich Opposite of cheap.  Yields lower (dollar 
price higher) than reasonable for 
specific credit.

Selling Off Opposite of rally.  Increasing yields in 
market.

Spreads Delta between the benchmark and a 
specific bond yield.  For example, 
quoted as spread to “AAA” BVAL 
index.

Widening Opposite of tightening.  Delta of 
spreads increasing between the 
benchmark and credit categories.

Underwriting
/Inventory

Underwriter takes in unsold bonds
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What is a Benchmark
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What is a Benchmark?

   A method of measuring the value of a section of the bond market

   A tool used by issuers, investors and other financial 
professionals to describe the market, and to compare the rate of 
return on specific securities

   A tool that allows performance to be compared relative to a point 
in the market, accounting for differences in couponing, call 
feature, and credit.

   A metric that should track the same spot in the market, so that 
performance can be measured across time and different market 
environments
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Taxable Benchmarks

• Taxable Municipal Bonds, and Corporate 
Bonds use US Treasuries as a 
BenchmarkTaxable Benchmark

Source: Bloomberg as of 8/13/2024
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Tax-Exempt Benchmarks

• The Tax-Exempt Municipal Market does not have a 
tradeable benchmark such as US Treasuries, however 
there are several benchmarks publicly available on the 
MSRB Emma website.

Tax Exempt Benchmarks

Source: Emma.MSRB.Org as of 8/9/2024
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Tax-Exempt Benchmarks

   The “MMD Curve” historically has been most widely used benchmark in the 
municipal market. 
•  MMD Curve refers to the AAA-rated G.O. Curve

•  Municipal market’s “risk-free” rate proxy

•  MMD represents the current market rate for various maturities, assuming a 5% coupon and a 10-year par 
call

•  MMD is produced by Refinitiv (TM3), an independent third-party market observer

  The BVAL  AAA Callable Curve offers an alternative benchmark that continues to 
gain interest from municipal market participants
•  BVAL  AAA Callable Curve refers to the AAA-rated G.O. Curve

•  Municipal market’s “risk-free” rate proxy

•  BVAL  AAA Callable Curve represents the current market rate for various maturities, assuming a 5% 
coupon and a 10-year par call

•  BVAL  AAA Callable Curve is produced by Bloomberg, an independent third-party market observer
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• Financing Team Dynamics
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Financing Team Dynamics

MSRB Rule G-17 excerpt: “The Underwriters have a duty to purchase the Bonds from the 
Issuer at a fair and reasonable price, but must balance that duty with their duty to sell the 
Bonds to Investors at prices that are fair and reasonable.” 
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Source: Interpretive Notice Concerning the Application of MSRF Rule G-17; 
https://www.msrb.org
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https://www.msrb.org/Rules-and-Interpretations/MSRB-Rules/General/Rule-G-17#card-interpretive-guidance-12161
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Navigating Risk In the Markets
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Investment Bank
 Need to Sell Bonds

 Rallying Market
– Issuer’s Market
– More Leverage



–Fundamental, Technical, Event

– Different Yields/Prices than Expected

 Need to Buy Bonds

 Rallying Market



– High Demand for Bonds
– Less Leverage

– Gain/Loss on Bonds Purchased
–

Issuers Investors

Selling off MarketSelling off Market
Buyer’s Market–Low Demand for Bonds–

Managing the duty to purchase and sell bonds at a fair and reasonable price is inherently more 
difficult when greater market risk is present.

Bo
nd

 P
ric

in
g

Fi
na

nc
ia

l A
dv

is
or

Risks  

Unsold Bonds

Risks  

Less Leverage– – More Leverage

Fundamental, Technical, Event–
– Positive or Negative Outcomes Positive or Negative Outcomes

 Bonds may be put into underwriter’s inventory if an appropriate price is not readily available/determinable
 At this point, the Underwriter becomes the initial buyer and is subject to investor risks
 Underwriter’s appetite and ability to purchase the bonds into inventory depends on the type of market and risks present. 
 Adjustments to initial price/yields may be needed in order to protect against various risks, for example:

o Interest Rate Risk that may affect the ability to sell bonds at the price put into inventory
o Inventory levels: unsold par underwritten at acceptable total both within the current transaction and across transactions
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• Week of Pricing Overview
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Typical Pricing Schedule

 The process begins weeks ahead of the sale date with discussions of general market conditions, 
potential couponing strategies, and the identification of comparable sales

 In a negotiated sale, the week following the POS posting provides the underwriting firm the 
opportunity to pre-market the bonds to investors

Example Schedule
Monday Tuesday Wednesday Thursday Friday

1 2 3 4 5
8 9 10 11 12

Post POS

15 16 17 18 19
Assess market conditions

Possible investor calls
22 23 24 25 26

Pre-Pricing with 
MA

Pre-Pricing with 
underwriter

Pricing

29 30 31
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Day Before Pricing

Financial Advisor’s 
Independent scale

• FA presents to the client a technical pricing 
analysis that includes an independent 
target scale 

Underwriter's Market 
Update

• Underwriter provides market updates, 
comparative bond sales, and their 
proposed scale

Pre-Marketing Period

• Issuer and FA negotiate scale Pre-
Marketing scale with underwriter

• Issuer signs off on pre-marketing scale for 
underwriter to talk to investors about 
specific levels
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Day of Pricing

Pre-Pricing Period
• Early morning (typically 6am-7am) call to review 

scale
• FA and UW take the tone of the market
• Issuer signs off on any agreed upon changes

Order Period
• Underwriter takes orders from investors
• Financing team monitors market conditions

Post-Order Period
• Issuer & FA look to negotiate lower yields where 

possible
• Issuer, FA, and underwriter decide on final 

adjusted yields as needed
• Issuer signs Bond Purchase Agreement



© PFM 170

Retail Order Period

What is a Retail Order Period?
• An order period designated and open to orders only “Retail” investor accounts
• Typically occurs 1 day prior to Institutional Order Period

What is a Retail Account?
• Individuals – True “Mom and Pop” retail
• Professional Retail - Separately Managed Accounts (SMA’s) 

When Can a Retail Order Period Make Sense?
• State with a strong retail presence with the ability to drive price
• Larger transaction
• Retail friendly structure
• Retail friendly credit

Considerations During a Retail Order Period?
• Ensure Bonds are available for Institutional Investors (50% Rule and/or hold back maturities)
• Maintain flexibility to accelerate transaction
• Strong Reception can help drive Institutional Pricing; Weak Reception can detract

Alternatives to a Specific Retail Order Period?
• During the normal Institutional Order Period:
oGive “Individual” Retail First Priority 
oMaintain equal priority for Professional Retail and Institutional Accounts
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• Issuer Participation in Negotiated 
Transactions
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Issuer Perspective: Pricing Takeaways

Know Your 
Objectives

Financing 
Team 

Selection

Bond Sale 
Timing: 

Control what 
you can 
control

Get Educated: 
Understand 

the team 
dynamic and 

factors

Voice Your 
Opinion
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• Market Factors Affecting Bond Pricing



© PFM 174

Day of Pricing Market Dynamics

Fund Flows

Ratios

Net Issuance

Economic Data

Equity Indices – Risk On/Off

Municipal Tone

Treasury Tone

Muni Bonds out for Bid

Source: Bloomberg as of 7/11/2024
174
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Municipal Fund Flows and Net Supply 
 

 Supply and Demand Dynamics can heavily affect credit spreads

Source: Bloomberg as of 8/9/2024
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Supply Calendar

 Total Primary Market Supply on a given week can affect Investor demand 

 State and Industry supply are also factors

Source: Bloomberg as of 8/12/2024
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Bonds out for Bid and Municipal/Treasury Ratios

 Secondary Market Supply during times of heavy selling can pressure primary issuance

 The Relative Value of Tax-Exempt Bonds compared to their Taxable Counterparts is a consistent driver of demand

50%

55%

60%

65%

70%

75%

80%

85%

90%

95%

100%
AAA Municipal Yields as % of US Treasuries

3 yr 5 yr 10 yr 30 yr 30 yr 10 yr 5 yr 3 yr
Current 83.3% 66.3% 68.0% 66.6%
High 95.0% 76.2% 75.4% 75.6%
Average 86.6% 64.6% 64.0% 64.8%
Low 81.5% 56.8% 56.4% 57.6%

Treasury Ratio (Cheap/Rich) Past 12 Months

30 yr 10 yr 5 yr 3 yr
Current 83.3% 66.3% 68.0% 66.6%
High 251.7% 365.0% 649.9% 818.8%
Average 94.9% 82.4% 77.8% 79.3%
Low 67.2% 53.9% 37.3% 32.8%

Treasury Ratio (Cheap/Rich) Past 5 Years

Source: Bloomberg & treasury.gov 8/9/2024
PFM Pricing Group
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Economic Calendar

 Economic Data can move Bond Market Yields 

 Certain Economic Events can cause greater volatility (Positive or Negative)

Source: Bloomberg as of 8/9/2024
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Treasury and Equity Tone

Source: Bloomberg as of 8/9/2024

 Where is Investor Cash being put to work, and what does it say about Market Sentiment? – Stocks (risk on) or Bonds (risk off)

 Treasury Market – “Green on the Screen” = Positive Tone in Broader Fixed Income Markets
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Municipal Tone

Source: Bloomberg as of 8/9/2024

 In a Rallying Market, 
Benchmark Yields are 
decreasing.

 Tone is Positive

 Spreads to the Benchmark 
can Tighten

 In a Market that is Selling 
Off, Benchmark Yields are 
increasing

 Tone is Negative

 Spreads to Benchmark can 
Widen
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• Structural, Credit, and State/Industry 
Specific  Factors Affecting Bond Pricing
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Spreads – The Basis of Negotiation

 Pricing Negotiations begin 
with determining the 
Spread to the Benchmark 
for each Maturity

 The Market Standard base 
case is a 5% CPN, 10 Year 
Par Call Scale

 Spread + Benchmark Yield 
= Re-Offer Yield

 Yield on pricing wires is 
quoted as the Yield to 
Worst to the Investor

 Premium Bonds are quoted 
as a Yield to Call Date

 Discount Bonds are quoted 
as a Yield to Maturity

 Focus of the exercise in 
Part II will be on a 5% 
Premium Bond Scale

Source: Bloomberg as of 8/9/2024
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Factors Effecting Credit Spreads
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Rating Impact to Credit Spreads

 Different Ratings result in a greater perceived 
level of Credit Risk

 Credit Spreads will be different depending on 
the rating.

 Lower Ratings = Higher Credit Spread

 Higher Ratings = Lower Credit Spread

Source: Bloomberg and Ipreo as of 8/9/2024
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Couponing Impact to Credit Spreads
 Different Coupons will result in different spreads

 The Lower the Coupon, the Lower the cash flow an Investor 
receives, and the higher spread/yield the investor will require

 The Higher the Coupon, the higher the cash flow an Investor 
receives, and the lower the spread/yield the investor will require

 Issuers will need to evaluate with their Financial Advisor the 
various tradeoffs as they are presented with different coupon 
options.

Source: Bloomberg and Ipreo as of 8/9/2024
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Call Date Effects on Credit Spreads

 Different Call Dates may have different 
spreads

 Depending on the rate environment, 
the spread on a shorter call may be 
higher or lower than the spread on a 
standard 10 Year par Call redemption.

 Current Rate Environment – Shorter 
call dates tend to have wider spreads

 Low-Rate Environment (2020/2021) – 
Shorter call dates tended to have 
tighter spreads

Source: Bloomberg and Ipreo as of 8/9/2024
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Industry Effect on Spreads

 Different Industries may require different credit spreads to gain investor attention.
 Perceived Credit risk within an industry, scarcity/surplus of supply in an industry, and will determine the appropriate credit spread.

Source: Bloomberg and Ipreo as of 8/9/2024
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State Specific Effects on Credit Spreads

 State specific factors will cause credit 
spreads to differ across states

 State Income Tax Rates derive a 
different relative value of the tax 
exemption, depending on the state

 Supply/Demand dynamics in various 
states will additionally affect credit 
spreads

Source: Bloomberg and Ipreo as of 8/9/2024
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Deal Size, Block Size, and Term

Source: Bloomberg and Ipreo as of 8/9/2024

 Deal Size and Maturity Block size can 
affect the liquidity of Municipal Bonds

 Larger transactions will generally 
command greater attention from 
investors; however at a certain level 
there can also be a size concession.

 Institutional size maturities can result 
in a lower credit spread; 

 Longer Maturities generally will have a 
greater credit risk, and thus a greater 
spread/yield, than shorter maturities

 Different Types of Investors may also 
focus on different maturity terms.
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Overview

• Exercise Overview

• Issuer Historical Pricing Results

• Recent Comparable Pricing Results

• Secondary Trading

• Pre-Marketing

• Market Data/Tone Impact on Spreads on Day of Pricing

• Release Pricing Wire and Take Orders

• Reprice and Verbal Award
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Exercise Overview
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Exercise Overview

 California City Lease Revenue 
Bond

 AA Rated

 $51.3 Million Issuance Size

 Maturity Size $765k to $3.32mm

 5% Coupon, 

 10 Year Par Call Scale

 Term Bonds in 2048 and 2053

The case studies provided in this proposal 
are for informational purposes only. 
They do not represent an endorsement or 
testimonial by clients of PFM’s financial 
advisory services. 

Source: Bloomberg as of 8/11/2023
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Exercise Overview
 Based Supporting Data, credit spreads will be 

developed and evolve up until Morning of Pricing

Source: Bloomberg as of 8/11/2023
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated

Analyze Historical Issuer Results

Analyze Recent Comparable Results

Analyze Recent Trades
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Issuer Historical Pricing Results
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Issuer Historical Pricing Results - Exercise
 Historical Issuer Results can give a trading range for where an Issuer has priced in the Primary Market

 However, market dynamics at the time of the prior issuance need to be considered

Source: Bloomberg and Ipreo as of 8/9/2024
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Issuer Historical Pricing Results - Exercise

 Based on Issuer Historical 
Pricing Results.

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

Source: Bloomberg as of 8/11/2023
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Recent Comparable Pricing Results
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Recent Comparable Pricing Results - Example

Source: Bloomberg and Ipreo as of 8/9/2024
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Recent Comparable Pricing Results - Exercise

Source: Bloomberg and Ipreo as of 8/9/2024
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Recent Comparable Pricing Results - Exercise

 Based Recent Comparable 
Pricing Results.

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

 Does the recent Primary 
Market activity change your 
initial spread thoughts?

Source: Bloomberg as of 8/11/2023



© PFM 205

Secondary Trade Activity
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Secondary Trade Activity - Example

Source: MSRB and Bloomberg (August 2024)
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Secondary Trade Activity - Exercise

Source: MSRB and Bloomberg (May 2023 – July 2023)
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Secondary Trade Activity - Exercise

 Based Recent Secondary 
Trade Activity

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

 Does the recent Secondary 
Trade activity change your 
initial spread thoughts?

Source: Bloomberg as of 8/11/2023
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Pre-Marketing
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Compare Independent Pricing Scale 
and Syndicate Pre-Marketing

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated
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Price Views

Example For Illustrative Purposes Only
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Price Views

 Negotiation of Pre-Marketing Levels 
begins by comparing Independently 
developed price thoughts to the 
Syndicate Price views

 Identify areas where there is a 
moderate to large difference in 
viewpoint as starting negotiation 
points to focus.

Example For Illustrative Purposes Only
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Pre-Marketing Negotiation

 Use the Data you reviewed 
earlier in the exercise to 
support the negotiation of Pre-
Marketing levels

 How does the Issuers Historical 
results, recent comparables, 
and secondary trading activity 
support your viewpoint?

 Negotiation can be a give and a 
take process, with the goal of 
establishing the right starting 
point for Pre-Marketing that 
participants are comfortable 
with.

  Pricing is both an Art and a 
Science, especially with market 
volatility.

Example For Illustrative Purposes Only
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Market Data/Tone Impact on Spreads on 
Day of Pricing
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Evaluate Market Conditions and 
Investor Feedback

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated
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Day of Pricing Market Dynamics

Fund Flows

Ratios

Net Issuance

Economic Data

Equity Indices – Risk On/Off

Municipal Tone

Treasury Tone

Muni Bonds out for Bid

Source: Bloomberg as of 7/11/2024
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Market Tone - Exercise

Source: Bloomberg as of 8/11/2023

 Based Market Data and 
Tone the morning of pricing.

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

 Does the change your initial 
spread thoughts?
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Pricing Wire Negotiation

Example For Illustrative Purposes Only
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Release Pricing Wire and Take Orders
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Review Orders and Independently 
Develop Reprice Thoughts

Final price negotiated
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Pricing Wire
Initial Pricing Wire

Source: Ipreo as of 8/16/2023

 Pricing wire is sent out to 
investors in order to 
announce the order period 
is open

 At this point, focus is on 
yields.

 Yields investors can 
purchase the bonds are 
posted to the wire.

 Spreads are generally 
removed from the wire.
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Order Monitor

Source: Ipreo Gameday as of 8/15/2024
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Order Detail

 The Order Book should be analyzed on both as a whole, and on an individual maturity basis

 The Depth of the book consists of how many accounts are invested in a particular maturity

 The Breadth of a book consists of how many accounts are invested across maturities (strip orders)

Example For Illustrative Purposes Only
Source: PFM Pricing Group, Ipreo Gameday as of 8/16/2023
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Order Summary - Exercise

 Independent Reprice thoughts should be developed based on analysis of the book
 Market Factors may also contribute to reprice levels 

Example For Illustrative Purposes Only
Source: PFM Pricing Group, IPREO Gameday as of 8/16/2023

-4
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Reprice and Verbal Award
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated Compare Independent Reprice 
Thoughts with Proposal
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Order Summary

 Independent Reprice thoughts should be compared with the re-price offer obtained from the Underwriter
 Differences in viewpoint should be the negotiation points
 Use the Order Period data to support your negotiation of re-price levels 

Example For Illustrative Purposes Only
Source: PFM Pricing Group, IPREO Gameday as of 8/16/2023
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Repricing Wire

Initial Pricing Wire Repricing Wire Adjustments

-10

-10

-10

-5

-5

-5

-5

0

0

0

-6

-6

-6

-9

-6

-3

0

0

0

0

-3

-4

Example For Illustrative Purposes Only
Source: IPREO as of 8/16/2023
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Verbal Award and BPA Execution

After finalizing the structure for the bonds and making any necessary 
adjustment to the yields after the order period, the underwriters will 
provide the final interest rate scale

Upon approval of the final scale, the underwriter will offer to buy the 
bonds, and ask for the verbal award

The underwriter will circulate a re-pricing wire with the final scale

Final numbers based on the final interest rate scale will be circulated 
followed by a Bond Purchase Agreement (BPA) with the terms of the 
bonds. Execution of the BPA by the issuer and underwriter is the formal 
award
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