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OK I’M UP… 

LET’S GET THIS MONEY

Ready                
to get 

started?



Agenda 
1. Capital Budgeting

2. Debt Basics 

3. Major Players

4. Debt Instruments

5. Bond Closing

6. Post Issuance Compliance

7. Case Studies

• Tax Exempt Bonds and Higher Education
• Capital Markets—The Source of External 

Borrowing
• An Overview of the Current Municipal Market
• Risks Associated with Debt  
• Debt Instruments-Long-term and Short-term, 

Fixed and Variable
• Structural Features and Considerations 

• Documents Associated with External Borrowing
• Closing and Post-Closing



CAPITAL 
BUDGETING



▪ Long term 
expenditures 

▪Major maintenance

▪ Renovate assets

▪ Buy or build assets

▪Multi-year lives,  
such as buildings              
or equipment

CAPITAL BUDGET



6

S Q U A R E

P R E S E N T A T I O N  T E M P L A T E

Lorem ipsum dolor sit elit, consect loreretur adipiscing nisi aute. Lorem 
ipsum dolor sit elit, consect. Lorem ipsum dolor sit elit, consect 
loreretur adipiscing nisi aute. Lorem ipsum dolor sit elit, consect. Lorem 
ipsum dolor sit elit, consect loreretur adipiscing nisi aute. Lorem ipsum 
dolor sit elit, consect.

Insert title here

DECEMBER 2020

Labs

AuditoriumArena

Visitor  Center

RENOVATION
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DECEMBER 2020

Student 
Center

Innovation 
Hub

College of 
Engineering

Student 
Housing

NEW

CONSTRUCTION
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S Q U A R E

P R E S E N T A T I O N  T E M P L A T E

DEFERRED 
MAINTENANCE



62 YRS
AVG AGE OF

CAMPUS ASSETS
(U.S. HIGHER ED 2025)

APPA & CBRE. (n.d.). Higher Ed Facilities Forum: Deferred maintenance backlog and average asset age in U.S. higher education.

$112B
CURRENT                          

U.S. BACKLOG



CAPITAL 
PROJECT 
SUMMARIES



Capital 
Project
Summaries

North 
Campus



Interdisciplinary Engineering Building 



S Q U A R E

FUNDING       
OF       
CAPITAL 
PROJECTS

State Appropriations

Tuition

Restricted Fees

Gifts and grants

Endowment Income



REVENUE
GENERAL              

OBLIGATION
LEASE

•Revenue Pledge
•Specifically Defined 

Revenue Source
•No Taxing Power
•Not Subject to 

Appropriation Risk

• Full Faith & Credit 
Pledge

• Taxing Power
• Not Subject to 

Appropriation Risk

•Special Obligation 
Pledge
•All Legally Available 

Revenues
•No Taxing Powers
•Subject to 

Appropriation Risk

Revenues Pledges 
by Source of Capital



C B M I  F I N  2 2 3 2
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FUNDING          
OF       
CAPITAL 
PROJECTS

Fed Approp
$17.6 

0%
State Approp

$694.1 
17%

Tuition
$1,023.4 

24%
ICR

$158.7 
4%

Sales, Fees 
& Misc
$631.6 

15%

Grants & 
Contracts
$1,008.2 

24%

Auxiliary 
Enterprises

$387.6 
9%

Gifts & Endowment
$271.6 

7%

University of Minnesota
Budgeted Revenues FY20

in millions

$4.2 
Billion
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$4.2 
Billion
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FUNDING          
OF       
CAPITAL 
PROJECTS
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WHERE DEBT IS BORN! 

▪ U.S. Treasuries

▪ Municipal Bonds

▪ Money Market Funds

▪ Bank Loans

▪ Consumer Loans

▪ Commercial Paper

▪ Stocks

Money Markets
Short-term: <= 1 year

Lower risk

Treasury bills
Commercial paper
Certificates of deposit (CDs)

Capital Markets
Long-term: > 1 year

Higher risk

Treasury bonds
Municipal bonds
Corporate bonds
Stocks (equity)

Maturity period:

Safety:

Examples:



DEBT 
BASICS 



IT’S NOT SCARY…       
      

                                  

                                

WE PROMISE!! 



WHAT IS DEBT? 
•A loan from a person, corporation, government, or nonprofit entity
•Generally, interest bearing
•For a specific period - long-term or short-term
•Usually with agreed upon repayment schedule 
•Examples of types of debt 

Note
Credit card
IOU

Loan (e.g. home, auto, student)

Bond
Commercial paper



DEBT
• A financial obligation owed                            

by one person to another

• Based on promise to repay                
amount borrowed + interest

• No ownership component

• Borrower commits to repay from 
some stream of revenues or assets

• To not pay on time is a default 

EQUITY
• Ownership in a thing

• Company
• Real estate property
• Vehicle

• If you own stock of a company,                
you are part owner of the company

• No guarantee stockholders will receive
• Return on investment (e.g. dividend)
• Price paid for stock
• Or anything else

DEBT vs. EQUITY 



WHAT ARE 
BONDS?

▪ Debt issued for a period                                      
of one or more years 

▪ Bonds can be outstanding  for                          
30 years or more, even 100 years 

▪ Short-term bond typically                        
matures in less than 3 years

▪ Borrower pays interest periodically —                
often every  6 months

▪ Borrower repays principal amount                 
of bond at specified times —                         
often one payment per year



A BIT OF 
HISTORY

Dutch East India Co.                                                                                   
issues bond on                                  

Nov. 7, 1623 

1812   
New York City 

issues 1st U.S. local 
govt debt 

instrument                    
to fund local canals            

   a “municipal bond”



WHY 
BORROW?

When does it 

make sense 
to do so?



Pay-As-You-Go

• Construct or acquire only as 
revenues become available

• Current users bear cost

• Construction/acquisition capacity 
limited to available funds on hand

• Lower total cost of financing

• Financial sustainability

Debt Financing

• Construct or acquire assets as 
needed

• Current & future users bear cost

• Enhanced construction/ 
acquisition capacity

• More affordable as payments 
spread over time

• Finance over useful life of assets

INSTITUTIONS HAVE OPTIONS 
PAY  WITH  CASH  OR  BORROW?



NEW MONEY DEBT

For capital projects
 Housing, classrooms, research buildings, 

athletic facilities, etc. 

For short-term operating needs
 In anticipation of gifts 
 To cover cash flow during fiscal year

WHY BORROW? Hmm.. we can                     
earn more by                         
keeping our                        

funds invested.

For strategic initiatives:
 Avoid liquidating endowment during 

periods of market weakness
 Pay for new acquisitions,                              

e.g, land & other real estate assets 



WHY BORROW? 
REFINANCING

To pay off existing debt

To create debt service 
savings by issuing new 
bonds at lower interest rate

To remove restrictive 
requirements of 
outstanding bonds /               
avoid covenant default 

We need                                               
a break                                        

from this high                        
debt service!



Interest 
earned

If investment income > than “all in” cost             
of borrowing, then advantageous to borrow

FINANCIAL LEVERAGE

YOUR MONEY 
VS. 

OPM

Interest 
paid

WHY BORROW? 



PUBLIC INSTITUTIONS HAVE OTHER REASONS

BookstoreDining

Childcare

Vending

Pouring Rights

LaundryTransportation

Parking

Athletics

State appropriations                 
insufficient or not available

• Scarce state funds

• Capital outlay priority system

• Auxiliary enterprises usually not 
funded by the state

• State debt limits 

• States’ priorities differ 



▪Capital projects = $$$

▪ Difficult to fund with cash on hand

▪ Construction inflation

▪Competing campus needs

▪Gifts    



WHY BORROW MONEY?

Promises of gifts
▪ Capital campaigns 

▪ Multi-year pledges    
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S Q U A R E

• Over 80,000 municipal bond issuers in U.S.

• State or local governments bonds 

• Public purpose projects
• Governmental

• Nonprofit organization

• Interest paid to investors exempt                        
from certain income taxes
• Federal Income Tax
• Some State Income Tax

• Includes higher education bonds 

TAX-EXEMPT MUNICIPAL BONDS



TAX EXEMPTION
✓ In 1913, tax-exempt debt created by 

Congress

✓Revenue Act of 1913 excluded 
interest income from municipal bond 
issues from federal taxes

✓Borrowing was not most common 
method of financing facilities until 
federal programs of 1950s

✓Codified in Title 26 of the Code of 
Federal Regulations (CFR)



WHY A TAX-EXEMPT BOND?



SHOULD                                   

TAYLOR SWIFT                           

BUY BONDS?
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HIGHER 
ED BOND 
MARKET 
ISSUANCE

1880s

1921

1960s

2020

2025

Port of New Orleans -  first U.S. “authority” 
to issue revenue bonds

Port of New York and New Jersey becomes 
1st interstate authority – “Special District” 

Use expands for purposes previously 
financed  by G.O. bonds (e.g. utility 
projects, local public housing)

Nearly 54% of all U.S. muni revenue bond 
issues

$44B sold in 2025; up by 8%



SO, YOU HAVE DECIDED TO BORROW… 
BUT WHAT RISKS TO CONSIDER?

• Affordability

• Staff workload

• Changes in tax law

• Unpredictable investor behavior

• Compliance reporting

• Disclosure requirements 

• Counterparty risk 

• External monitoring 

• Rating agencies, trustees, investors

• Contractual risk

• Covenant violations

• Changes in interest rates





HIGHER ED MUNI BOND DEFAULTS
Year     Institution      State

2014    Thomas Jefferson School of Law    CA          
2015    Dowling College                                  NY             
2017    Birmingham-Southern College             AL    
2020    Bradford College                                 MA                    
2022    Cazenovia College                                      NY                   
2024     University of the Arts      PA
2024      College of Saint Rose      NY
2025     Notre Dame College      OH
2026      Hampshire College      MA
2026     Harrisburg Univ of Sciences & Tech    PA 
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BREAK



MAJOR 
PLAYERS



S Q U A R E

C B M I  F I N  2 2 3 2

GOING TO MARKET: 
THE WORKING GROUP

                                         

Credit 
Enhancer
AKA Credit 

Provider

                                         

Investment 
Banker/ 

Underwriter

                                         

Trustee

                                         

Lenders/ 
Bondholders/

Investors

                                         

Issuer & 
Borrower

                                         

Financial 
Advisor



ISSUERS
• States & Political Subdivisions
• Public Colleges & Universities

• Institution’s corporate entity (board),                                   
if authorized by law to issue debt                                                      

• Debt Issuing Authority
• Public Trust
• Governmental Issuing Authority
• Special Purpose Nonprofit 

Corporation – a “63-20 Corp”
•Formed under state nonprofit law                          

for purposes of issuing obligations                     
on behalf of a political subdivision                  

CONDUIT ISSUER:
• Issues bonds for project, then 

loans proceeds to borrower
•Compensated at closing and 

annual fee
•May require additional compliance 

and contracts
• External monitoring
• Additional tasks associated with 

agencies, trustees, investors



BORROWERS
The actual user of bond proceeds

May also be the Issuer if have legal authority

Entity that will own facility

Borrows bond proceeds from Issuer 

Provides revenues to Issuer for repayment of debt

 Revenues usually assigned directly to Trustee



MUNI BOND INVESTORS
AKA LENDERS / BONDHOLDERS



TRUSTEE • Bank trust department

• Holds funds in trust for bondholders

• Represents bondholders                     
over life of bonds

• Maintains funds/accounts
• Project/Construction Funds

• Principal & Interest Funds

• Debt Service Reserve Funds

• Approves requisitions/invoices

• Compensated at closing                        
and also annual fee



• Provides advice on               
structure of bond issue

• Purchases bonds
• Resells those bonds                         

to investors
• Manages bidding for 

competitive sale
• May manage investment                          

of bond proceeds 

INVESTMENT BANKER
AKA UNDERWRITER



FINANCIAL ADVISOR (FA) / 
MUNICIPAL ADVISOR (MA)

Advises on bond issuance structure, timing  and 
terms, and method of sale

Manages sales process 
(competitive or negotiated)

• Borrower’s representative

• Often registered investment banker

• Performs initial analytical work

• Advises on bond issuance structure, 
timing and terms, and method of sale

• Manages sales process 
• (competitive or negotiated)





CREDIT ENHANCER
Bond insurance grew to great 
lengths until the Great Recession. 
Since then, many of the insurance 
companies ceased to exist. 

Deals wrapped by insurance rose 
slightly in 2025 as demand for bond 
insurance remained strong.

Municipal bond insurance volume 
rose 4% in 2025 year-over-year, 
according to LSEG data.

The top two municipal bond insurers 
wrapped over $42.828 billion in 
2025, up slightly from $41.166 
billion in 2024, the data shows -
https://fixedincome.fidelity.com/ftg
w/fi/FINewsArticle

Bond Insurer

Letter of 
Credit (LOC) 

provider 

https://fixedincome.fidelity.com/ftgw/fi/FINewsArticle
https://fixedincome.fidelity.com/ftgw/fi/FINewsArticle


WHAT DO ALL THESE LAWYERS DO???!!!

Institution’s counsel

Bond counsel

Underwriter’s counsel

Trustee’s counsel

Issuer’s counsel

Credit Enhancer’s counsel
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P R E S E N T A T I O N  T E M P L A T E

BOND COUNSEL
610 bond issues

 > $59 Billion Par ValueSpecialize in bond transactions

Legal opinion

• Certify issue meets tax-exempt regulation

• Legal, valid and binding obligation

Ensure procedures necessary to make 
commitments binding have been followed



✓ 501(c)(3) status

✓ Conduit issuer status

✓ Covenant compliance

✓ Satisfaction of additional bonds test

✓ “Agreed upon procedures” for  financial 
disclosure

✓ Allocation & accounting of private use

✓ Determination of useful lives of assets

✓ Arbitrage / rebate recordkeeping, 
analysis, reporting & returns

✓ Bond validation

BOND COUNSEL OPINION



BOND COUNSEL SELECTION

Require listing in              

“The Bond Buyer’s   

Municipal Market Place 

Directory”

“RED BOOK”

Retain experienced 
counsel who knows 
institution well

Select through 
RFP process



UNDERWRITER’S COUNSEL
•Represents investment bank underwriting the bond sale

•Responsible for protecting underwriter from legal and financial liabilities

•Performs due diligence review of issuer/borrower ensuring that issuer's 
financial condition, future plans, and other pertinent details are accurately 
disclosed

•Ensures offering complies with securities law and rules set by Municipal 
Securities Rulemaking Board (MSRB)

•Drafts Bond Purchase Agreement and reviews other bond documents



RATING AGENCIES

SECURITIES & EXCHANGE COMMISSION (SEC)                                   
OFFICE OF CREDIT RATINGS

Examines and monitors credit rating agencies registered as 
nationally recognized statistical rating organizations 
(NRSROs)

Develops and administers rules affecting NRSROs

Rating agencies reviewing higher education credit                          
typically look at the same things: 
 Demand
 Management
 Finances
 Debt  

11 NRSRO Entities
3 credit rating agencies           

are most commonly seen             
in higher education:

https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros

https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros


RATING AGENCIES

•Generally are rating a security’s credit worthiness and risk of default                                               
for a particular bond issue
•  Many sophisticated investors do their own credit research, but…                                         

ratings play a critical role in perception of Borrower’s creditworthiness
• Public credit ratings allow for a bigger investor base and enhanced market access

Investment Grade Rating Scales

Moody's Aaa Aa1 Aa2 Aa3 A1 A2 A3 Baa1 Baa2 Baa3

S&P/

Fitch
AAA AA+ AA AA- A+ A A- BBB+ BBB BBB-



DEBT 
INSTRUMENTS 



TAX-EXEMPT, AMT & TAXABLE BONDS

Tax-Exempt 
Bonds 

Taxable
Alternative 

Minimum Tax
(AMT)

• Lowest cost

• Interest is Federally             
tax-exempt & might            
be State tax-exempt too

• Issued by State and 
Local governments, 
certain non-profits

• Finance projects owned, 
operated, or used by a 
government for its own 
public purposes

• Slightly higher cost 

• Interest subject to 
Federal AMT 

• Private Activity Projects 
– outside realm of pure 
governmental functions

• Airports, housing 
agencies

• Not for profit 501(c)(3)

• Highest cost 

• Interest is included in 
gross income for federal 
income taxes 

• Projects are taxable if do 
not provide significant 
benefit to general public



TYPES OF MUNICIPAL BONDS

“Full faith and credit” –all revenues, maybe all assets
Secured by a govt. agency’s pledge of tax revenues 
Power/obligation to tax strengthens credit 

REVENUE BONDS

Secured by specified revenue stream of an entity

User fees, tolls, rents, tuition, services charges, license fees, special purpose tax 
assessments

Non-public offering

Between 1 to 35 bondholders

GENERAL OBLIGATION (G.O.) BONDS

PRIVATE PLACEMENTS/LIMITED OFFERINGS



GENERAL BOND TERMINOLOGY

• Total amount of indebtednessPrincipal /Par Amount 

• Repayment ate of bond issueMaturity Date

• Annual interest rate on bond issue

• Usually expressed as % of Par amount
Coupon Rate

• Amount paid to buy a bond in exchange for 
future receipt of principal & interest pmntsPrice

• Income return on an investment

• Usually shown as % of Par amount
Yield

Annuity of Interest

Price

Maturity

Principal



BOND CHARACTERISTICS 
Tax 

Status
Maturity 

Term
Bond                          
Sales

Interest Rate 
Determination 

• Tax-Exempt Bonds 

•Must meet public 
purpose rules

•Cannot finance 
privately used projects 

• Taxable Bonds

•More expensive 

•Less compliance 
reporting 

• Long Term Bonds

• Interest usually higher   
the longer the maturity

•  Short-term Debt 

•Often used in form of  
bank lines 

•Must be paid down 
each year 

• Bridging

• Common for projects 
financed with gifts

• Competitive sale 

• Negotiated Sale

 

• Public Offering 

• Private Placement -

•Non public offering  
with 1-35 lenders

• Fixed interest rates for 
entire maturity or entire 
life of bond issue

• Variable interest rates  
for the entire maturity     
of bond issue



BOND CHARACTERISTICS 

Due March 1
st

Principal 

Amount Coupon Rate Yield_ CUSIP No.

2015 $255,000 2.000% 0.350% 354730XG3  

2016 300,000 2.000% 0.450% 354730XH1  

2017 305,000 2.000% 0.650% 354730XJ7  

2018 315,000 2.000% 0.900% 354730XK4  

2019 320,000 2.000% 1.350% 354730XL2  

2020 325,000 2.000% 1.700% 354730XM0  

2021 330,000 2.000% 1.850% 354730XN8  

2022 340,000 2.500% 2.100% 354730XP3  

2023 350,000 2.500% 2.250% 354730XQ1  

2024 355,000 2.500% 2.350% 354730XR9  

2025 365,000 2.600% 2.600% 354730XS7  

2026 375,000 2.750% 2.750% 354730XT5  

2034 485,000 4.000% 3.750% 354730XV0  

$4,420,000 Public Improvement Bonds, Series 2015

City of CDFA Coupon 
RatePar 

Amount

Maturity 
Date

Principal 
Amount



SOURCES & USES 
EXAMPLE 

SOURCES

Par amount  (Principal)                          $ 81,000,000 

Less: Underwriter’s discount                    (414,000)
 Total Sources            $ 80,586,000

USES

Project (Construction) Fund            $ 68,311,350
Capitalized Interest Fund                  3,842,500

Costs of Issuance                   1,542,150

Debt Service Reserve Fund                  6,890,000

     Total Uses             $ 80,586,000
     

NOTE THAT 

ONLY 85% OF 

PAR VALUE 

GOES INTO 

THIS PROJECT

  



TYPES OF BOND SALES

PUBLIC OFFERING 
Competitive Sales: 

Procure bids from a variety of underwriters 
Negotiated Solicitation: 

Selects one or more underwriter works to sell via negotiated process 

PRIVATE PLACEMENT

Bonds purchased by an investor directly from the Issuer 
o Borrower negotiates a price directly with Investor(s)
o Can be more expensive as smaller universe of potential investors

Factors such as security type, transaction size, and length of 
repayment typically help determine best method of sale



NEW MUNI BOND ISSUANCE BY SECTOR
AS OF 12/31/2025

TRANSPORTATION 
16% 

EDUCATION 
6% LEASING 

7%
 

SPECIAL TAX 
10%

OTHER 
7%

WATER, SEWER           
& ELECTRIC

13% HOSPITAL 
9%

Make Chart



Outsourcing

OTHER SOURCES OF                                               
DEBT-LIKE CAPITAL

Bank  

Loans

Capital 

Leases

Operating 

Leases



CAPITALIZED INTEREST (“CAPI”)
▪ Borrow early interest payments

▪ Buys time before project revenues are generated to pay debt service

▪ Construction period

▪ Project normalization/stabilization

▪ One or two years

▪ Increases bond par value

▪ Must be offset by earnings on bond proceeds



DEBT SERVICE RESERVE FUND (“DSRF”)
 Security against temporary 

failure to make P&I payments

 Often 1 year of debt service 
payments

 Max Annual Debt Service 
(MADS)

 Can be funded out                                  
of bond proceeds

 Surety bond                                       
can substitute



COSTS OF ISSUANCE (“COI”)



BOND PRICING

PAR BONDS

Coupon Rate = Yield

Investor pays                     
stated price                                           

pays “par”                       
amount

Bond price is often quoted as % of the face value of a bond

DISCOUNT BONDS

Coupon Rate < Yield

Investor pays less than 
stated price                             

pays a “discounted” 
amount

PREMIUM BONDS

Coupon Rate > Yield

 Investor pays more than 
stated price                              

pays a  “premium” 
amount



CALL REDEMPTION PROVISIONS
• Calls exercised at option of issuer - not investors
• Calls usually exercised to achieve savings or restructure debt
• Optional 10-year call for flexibility is common 

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

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

• Redemption Prices for Calls Vary 
• Par
• Premium
• Make-Whole



PATHWAY TO DEBT ISSUANCE 
Thinking About a               

New Project                            
on Campus 

Review of Demand & 
Financial Feasibility               

of Project  

Determine Type of 
Debt & Finalize 
Working Group  

Prepare Bonds for Sale 
While Monitoring 

Market Conditions

Sale Completed                  
& Proceeds are 

Distributed at Closing 

• Finance Office 
approached about 
issuing bonds for           
new campus 
residential housing 
project

• Training at CBMI! 

•Confirm institution has 
capacity to pursue this 
project — there are 
usually competing 
needs! 

•Begin ground- work: 
understanding project 
and financial feasibility 

• Explore creation of a 
campus Working Group

•Request For Proposals 
(RFP) or Request For 
Qualifications (RFQ)  
for outside 
professionals    
(e.g.bond counsel, 
municipal advisor, 
underwriters)

•Assemble working 
group, gain an 
understanding of any 
tax or legal issue

•  AND begin document 
preparation

•Match debt structure to 
forecasted project 
cash flow

•Confirm type of bond 
sale

• Pursue approvals 

• Finalize legal 
documents

•Obtain credit ratings

•Obtain final authority, 
resolution, and 
certificates

•Monitor market 
conditions for timing           
of sale

•Complete due 
diligence/collect 
information 

•Begin post-issuance 
compliance period

• Tax-exempt proceeds 
must be used timely 

•Compliance reporting 
and use tracking

•Credit monitoring

•Arbitrage tracking



TYPICAL 
LIFECYCLE    
OF A         
MUNI BOND



LOTS OF DOCS
Trust Indenture

Loan Agreement &  
Assignment of Revenues

Tax Regulatory Agreement

Ground Lease Agreement

Project / Facilities Lease 
Agreement

Bond Resolution

Preliminary & Final        Official  
Statement (“OS”)

Bond Purchase Agreement 
(“BPA”)

Mortgage and Security Agreement 

Continuing Disclosure Agreement

Tax Certificate and Non-Arbitrage 
Certificate

Legal Opinions

And many more!



OFFICIAL STATEMENT 

•Primary offering document used to sell bonds

• It includes 

•Terms of the offering

•Legal security

•Tax status

•Financial information about Borrower



BOND 
CLOSING



BOND CLOSING

• Culmination of purchase and sale transaction

• Legal opinions delivered

• Documents assembled and signed

• Bonds “delivered”

• Funds are wired to Borrower 
(though Trustee) 



OFFICIAL STATEMENT & CLOSING 
SPEND THE MONEY! 

(FINAL) OFFICIAL STATEMENT

•Once pricing is final, a final Official Statement is prepared and distributed

CLOSING

• Legal process of approving & authorizing bond issuance concludes
•Closing preparations begin
•Bond proceeds are delivered
•Can immediate begin spending bond proceeds on authorized projects

Once you close the clock starts ticking on spending the money…



Class Time 3:30 to 5:15 No Break

84PAY DAY!!!!    PAY DAY!!!!    PAY DAY!!!!   



POST-ISSUE 
COMPLIANCE



POST ISSUANCE COMPLIANCE

BOND COVENANTS
o Debt Service Reserve Fund (DSRF)
o Debt Service Coverage Ratio (DSCR)
o Rate Maintenance
o Additional Bond Test 

CREDIT RATING MAINTENANCE
o Issuer is required to provide ongoing updates to rating agencies

CONTINUING DISCLOSURE
o Routine financial information on an annual basis (annual reports)
o Periodic notification upon certain events (notices of material 



POST ISSUANCE COMPLIANCE
ARBITRAGE REBATE 
• Prevent borrowers from issuing debt 

purely to invest & make a profit

• Independent analysis of bond funds 
required every 5 years

• If investment earnings > bond yield,                        
must rebate excess to U.S. Treasury 

• Certain exceptions in tax code



89

If earning 4.25% on 
invested proceeds

Net result is earn 
1% per year

Advantageous to 
borrow and keep 
investments 
working

And cost of 
borrowing is 3.25%

S Q U A R E

ARBITRAGE



CASE 
STUDIES



BEST PRACTICES
•Build the best financing team possible

• Plan…plan…plan…  

• Engage in the process

•Measure the risks
• Understand long-term commitments before issuing debt

• Know your limits

• Legal, debt capacity, time staff can commit

• Life after issuance…
• Ratings
• Continuing disclosure
• Arbitrage rebate

Remember 
that your 

institution is 
committed to 
these terms 
for the life of 

the bonds
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