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A. Purpose / Conflict of Interest

KEY ITEMS

Bond
Issuances
Board
Approves

This policy establishes objectives for the effective administration of all debt except pension
related debt. The Policy intends to improve the quality of decisions, provide guidelines for
the structure of debt issuance and demonstrate a commitment to long-term capital and
financial planning. Adherence to this policy shows to rating agencies and the capital
markets that M1W maintains a debt portfolio that supports M1W’s financing needs and
minimizes its costs of funds. This Policy was developed based on best practices established
by the Government Finance Officers Association (GFOA) and the California Debt and
Investment Advisory Commission (CDIAC). Officers and employees of M1W involved in
debt issuance and management will not engage in any personal business decisions that
might impair their ability to make impartial decisions regarding the issuance of debt.

B. Goals of and Integration with Capital Program
Debt
Mgmt
Done by
CFO

Matching Funds with Project Timeline:
Timing the issuance of debt to ensure that funds are available as needed for projects in its
Capital Program, and;
Integrating with Long Term Projections:

Debt
Limits

Ensuring that the resulting debt service has been incorporated into the rate studies and
financial projections in M1W’s long-term plan and the goals in its Reserve Policy as
established by the Board. Debt financing shall be used for capital expenses when the
project’s useful life meets or exceeds the financing term, and dedicated revenues are
adequate to pay debt service.

N/A for
M1W

C. Use of Tax Exempt vs. Taxable Debt / Other Financial Requirements
Use of Tax Exempt vs. Taxable Debt

Debt
Coverage
In Debt
Documents

Proceeds of debt shall be used in a manner consistent with the applicable M1W ordinances
and Federal tax laws with respect to such debt. Whenever feasible, tax-exempt debt shall
be used. Tax-exempt private activity bonds (usually subject to alternative minimum tax)
shall be used for qualified exempt facility private activity projects. Federally taxable bonds
shall be used for other uses not permitted to be financed with tax-exempt bonds.
Other Financial Requirements
M1W reports its activities as Enterprise funds and is not subject to California Government
Code Section 43605 relating to property value assessments. Debt issuances may be
restricted by existing debt covenants, including minimum debt coverage ratios.

D. Authority and Responsibility
Board of Directors
General Manager:
CFO/Acct Supervisor:
Salinas River State Beach

Approves the policy, any revisions and all debt Issuances
Reviews the policy/debt issuances prior to Board approval
Manages all activities related to the administration of debt

This policy shall be reviewed, updated and approved by the Board as part of the budget.
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E. Legal Uses of Debt

DEBT
AUTHORIZED &
ISSUED

Revenue
Bonds
(2012 &
2013)

Leases
(For cars)

M1W will consider financing for its capital assets. Long-term debt financing will not be used
to fund operating or maintenance costs; or for projects or assets with a useful life that are
less than the debt repayment period. Debt is for financing the following items:
Land:
Facilities:
Capital Assets:
Pensions:
Short Term:

Including acquisition, right of way, or long-term easements
Including construction, improvements or renovations
With a useful life equal to or greater than term of debt service
Refinancing or advance funding that provides financial benefit
Such as a line of credit for bridge financing for capital items

M1W shall not assume additional debt without conducting an objective analysis of the
ability to assume and support additional debt service payments. Unless specific compelling
reasons exist, there shall be no "balloon" bond repayment schedules, including those
involving capital appreciation bonds, which consist of low annual payments and one large
payment due at the end. In the event M1W does a direct loan or private placement of
debt, the loan may award solely based upon true-interest cost, but may also account for
call features, debt service structure and the amount of required reserve funds. Typically,
tax exempt bonds are structured with a 10 year call option with no premium.

F. Approved Debt Instruments

Federal
and
State
Loans
(SRF)

Lines of
Credit
(For PWM
Project)

Revenue Bonds / Bond Anticipation Notes
Payment for revenue bonds is secured by user fees. Revenue anticipation notes (RANS)
are one-year notes that are issued to manage cash flow variability. BANs are short-term
bonds issued in anticipation of future bond issuances. Financing can also be obtained
through the issuance of bonds through a Joint Powers Agency (JPA), including the
California Special Districts Association (CSDA).
Certificates of Participation or Lease Revenue Bonds
These types of debt are issued for capital improvements or land acquisition. It is typical
for the asset being acquired to act as the security for the debt service payments on the
certificates; however, M1W is ultimately liable for all debt service.
Federal and State Government Loans (Includes USBR/SRF/WIFIA)
Government loans provide funds for capital financing at a low rates, including the State
Revolving Fund (SRF) and loans from the United States Bureau of Reclamation (USBR).
Lines of Credit / Refunding Bonds / Privately Placed Debt (Bank Loans)
A line of credit provides readily accessible funds to assist with cash flow. M1W would
typically use a line of credit to support projects that are funded by reimbursable grants,
loans, or through Board-approved third-party agreements. Refunding bonds can be
issued to refinance outstanding revenue bond obligations at lower interest rates.
Loans, including Equipment / Capital Lease Financing, and Commercial Paper
Assessment and Special Tax (Mello Roos) Bonds

Moss Landing Wildlife Area

Other forms of financing may be used besides those listed above. These will be evaluated
on an individual basis and must be approved in advance by the Board.
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G. Derivatives / Integration with Long Term Forecast

KEY ITEMS

Derivatives
The use of derivatives to hedge variable rate debt, such as interest rate swaps, is not
allowed unless the debt and a governing policy is approved by the Board prior to issuance.

Debt
Coverage
Ratios

Integration with Long Term Forecast
The CFO is responsible for developing a multi-year forecast, which takes into consideration
operating revenues and expenses, the capital improvement program and debt covenant
and reserve requirements. This model is used to develop rates sufficient to cover
anticipated costs and evaluate “pay as you go” (the preferred method when possible
unless no/low interest debt is available) or debt financing to fund capital improvements.

Minimum
125%
Preferred
170%

Fixed Rate
Debt
is preferred

H. Legal Debt Limits
M1W has established a recommended debt coverage ratio of 170%, with a minimum debt
service coverage ratio of 125%, as required under its bond covenants for senior lien debt.
M1W has no other legal debt limits, as it does not issue general obligation debt, receives
no property taxes and relies strictly on its fees for revenues. No more than 50% of the CIP
should be financed with debt (excluding the initial construction of PWM). Debt repayment
periods should be structured so that the weighted average maturity of the debt does not
exceed 100% of the expected average useful life of the project being financed. The PWM
net available budget shall provide for a minimum of 110% debt service coverage for
subordinate lien debt to meet SRF loan requirements.

CIP
Financing

I. Fixed and Variable Rate Debt

Not more
than 50%
with debt

M1W’s practice is to issue fixed rate debt. Such debt provides absolute certainty, at the
time of the bond sale, as to the level of principal and interest owed annually. Specific
conditions may arise where variable interest bonds would be considered; however
significant consideration should be given to the interest rate risk over the term of the
financing. Prior to the issuance of variable rate debt, the savings and other advantages
compared to borrowing at a fixed rate and will be subject to evaluation.

Debt
Maturities

J. Debt Terms / Redemption Features

should not
exceed life
of assets

Moss Landing State Beach

Debt Terms
The maturity of debt should not be no greater than the economic or useful life of the
capital project to be financed and should not exceed 30 years. Annual debt service should
not exceed 15% of the annual operating budget. Whenever possible and to save on
interest costs, shorter-term borrowings should be considered where appropriate.
Typically, M1W desires level debt service payments over the term of the debt. The cost of
capital, financial risk, current economic conditions, future financial flexibility, credit rating
and available cash flow will be evaluated prior to establishing a debt maturity schedule.
Redemption Features
Redemption provisions and call features shall be evaluated in the context of each bond
sale to enhance marketability of bonds; ensure flexibility for early redemption; and to
foster refundings. The potential for additional costs such as a call premium and higher
interest rates will be evaluated in the decision to redeem bonds.
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K. Credit Enhancement

TYPES OF
BOND SALES

Competitive
Awarded to bid
with lowest
borrowing cost

Negotiated
Complex bonds
that require
additional
marketing

Private
Not sold to the
general investor
community

Refunding
Net Present
Value (NPV)
savings of at
least 3%

A credit enhancement may be used to improve a credit rating on a debt obligation
and include bond insurance, surety policies, or letters of credit. The CFO will
consider the use of a credit enhancement if it reduces the overall cost of a
proposed financing or increases the marketability of the bonds. The goal is to
maintain investment grade credit ratings of A or greater. Non-rated financing may
be used whenever it is cost-effective to do so.

L. Method of Sale
The CFO will select the method of sale that best fits the type of bonds being sold,
the prevailing market conditions, and the desire to structure bond maturities to
enhance the performance of the entire debt portfolio. The following methods can
be used for the issuance of bonds for the Agency:
Competitive Bid/Sale
Bids for the purchase of bonds are opened at a specified place and time and
are awarded to the underwriter or syndicate whose confirming bid represents
the lowest true interest cost to the Agency.
Negotiated Bid/Sale
M1W selects the initial buyer of the bonds in advance of the sale date. The
initial buyer is usually an investment banking firm, or a syndicate of investment
banking firms interested in reoffering the bonds to investors through an
underwriting process. This type of sale allows for the discussion of different
financing techniques with the underwriter in advance of the sale date and is
particularly appropriate for complex or unique bonds.
Private Placement
This method involves selling bonds to a limited number of sophisticated
investors. Bonds are not sold to the general investors. Staff will perform due
diligence in comparing interest costs and fees in private placement to those
using a competitive or negotiated sale. A placement agent may be used to
assist in identifying investors interested in the bonds being offered.

M. Refunding Criteria
Periodic reviews of outstanding debt will be undertaken to identify refunding
opportunities. Refunding will be considered if and when there is a net economic
benefit of refunding. Refundings which are non-economic may be undertaken to
achieve M1W objectives relating to changes in covenants, call provisions,
operational flexibility, issuer, or debt service profile. In general, refundings which
produce a net present value (NPV) savings of at least three percent (3%) of the
refunded debt will be considered economically viable. The NPV assessment shall
factor in all costs of the borrowing, including issuance and escrow.
Del Monte Beach
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N. Bond Proceeds / Internal Controls

KEY ITEMS
KEY FACTS
Investment
of bond
proceeds
governed
by debt
covenants &
investment
policy

Debt
Records
Finance
responsible
to maintain

The proceeds of bond sales will be invested until needed in order to maximize
utilization of public funds. The investments will be made to obtain the highest level of
safety and will be guided by M1W’s Investment Policy and bond indenture guidelines.
M1W uses the following internal controls to ensure proper use of all bond proceeds:
Departmental Review
Review approved use of bond proceeds with department representatives authorized
to initiate contracts to ensure proper use of funds.
Cross Training
Educate staff responsible for preparing purchase orders and processing payments as
to proper account coding and items that are can be expended using bond proceeds.
Financial Reviews
Require the CFO to review draw-down requests.

O. Debt Records Keeping
The Finance Department is responsible for maintaining all necessary documentation for
the term of each bond issue. With respect to tax-exempt bonds, records should be
generally retained for three years following the final maturity of the bonds. All general
ledger records, debt payment information, and purchasing order data are maintained
in M1W’s financial software system and in files maintained by the Finance department.

P. Debt Disclosures
Arbitrage
Finance will
work with
third party
consultants
to meet
compliance
regulations
of IRS.

The Accounting Supervisor is responsible for providing annual disclosure information to
established national information repositories for maintaining compliance with state
and federal disclosure requirements. This includes providing disclosure information to
the Municipal Securities Rulemaking Board’s (MSRB’s) Electronic Municipal Market
Access system. Disclosures include the Comprehensive Annual Financial Report (CAFR),
events defined by regulation or bond covenants; and any other information required by
the bond indenture or regulatory body. The CFO may also employ the services of a firm
to assist with financial disclosure requirements in the bond covenants.

R. Arbitrage Rebate Monitoring and Filing
Arbitrage is the interest earned on the investment of bond proceeds above the interest
paid on the debt. If arbitrage occurs, M1W will pay the arbitrage to the Federal
Government as required by Internal Revenue Service Regulation 1.148-11. M1W will
maintain a system of records and reporting to meet the arbitrage rebate compliance
requirements as designated by the Federal tax code. This effort shall include tracking
investment earnings on bond proceeds, calculating rebates in compliance with tax law,
and remitting any rebate earnings to the federal government in a timely manner. These
activities preserve the tax-exempt status of outstanding debt.

Pacific Grove Golf Links
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S. Bond Covenants / Debt Issuance Team

DEBT TEAM
AND DUTIES

Financial
Advisor
Oversees
Bids,
Proposals,
Issuance,
Proposals,
Outreach

Bond Covenants
The CFO and Accounting Supervisor are responsible for maintain compliance with
disclosure standards promulgated by state and national regulatory bodies. The main
disclosure requirements are described in a subsequent section of this policy. In
addition to financial disclosure and arbitrage compliance, the Agency is responsible
for reviewing and verifying compliance with all activities, agreements, and
requirements outlined in the bond documents on an ongoing basis.
Debt Issuance Team
M1W will consider the professional qualifications and experience of consultants as it
relates to the specific debt issuance. M1W recognizes the benefits of long-term
relationships with consultants included as part of the debt issuance team and will
consider seeking proposals for these services every 5-10 years.

i. Functions of Disclosure Counsel
 Documents:
 Advice:

Bond
Counsel

Prepares both preliminary and final disclosure documents
Provides post-issuance advice for bond covenant compliance

.

ii. Functions of Financial Advisor

Legal Issues,
Legal Opinion,
Official
Statement,
Compliance






Bidding:
Outreach:
Compliance:
Bond Ratings:

Manages competitive bid process
Develops investor outreach and approach
Provides post-issuance advice for bond covenant compliance
Assists in presenting to rating / credit enhancement firms

Disclosure
Counsel






Debt Issuance:
Underwriters:
Market Services:
Other Services:

Coordinates the process for Monterey One Water
Helps evaluate, provides financial recommendations
Monitors market conditions for opportunities to issue debt
Assists with the securing of other services needed

Disclosure
Documents

iii. Functions of Bond Counsel





Elections:
Legal Issues:
Legal Advice:
Compliance:

Prepares proceedings or pursues validation proceedings
Reviews legal issues on the structure of the bond issue
Provides an approving legal opinion related to tax law
Provides post-issuance advice to Monterey One Water







Debt Documents:
Official Statement:
Purchase Contract:
Closing:
Disclosure:

Prepares and review documents necessary to issue the debt
Reviews or prepares those sections that relate to the Bonds
Reviews or prepares for the debt for purchase by the buyers
Coordinates authorization / execution of closing documents
Reviews or drafts continuing disclosure for the bond issue

Course at Pasadera

Page 8 of 16

iv. Functions of Underwriter

DEBT TEAM
AND DUTIES

 Sales:
 Credit:
 Market:

Oversees premarketing, pricing, sales, trading of bonds
Assists with credit analysis and preparation
Provides an analysis of current market conditions

The dealer must follow MSRB Rules, including G-37 related to conflict of interest.

Underwriter
Market and
Credit Analysis,
Premarketing,
Pricing, Sales
of Bonds

v. Functions of Fiscal Agent






Monitoring:
Compliance:
Registration:
Paying Agent:
Escrow Agent:

Establishes and holds the accounts relating to the bonds
Monitors compliance / Addresses if a default occurs
Maintains the list of all registered owners of the bonds
Acts as the authenticating agent and the paying agent
Holds the investments / Pays off refunding bonds

T. Official Statements
Trustee
Compliance with
Bond Covenants,
Paying Agent

CFO
Reviews Official
Statements

Accounting
Supervisor
Responsible for
Annual Filings

The CFO shall review any Official Statement prepared in connection with any debt
issuance to ensure there are no misstatements or omissions of material
information in any sections that contain descriptions of information prepared by
M1W. In addition, the CFO shall submit all Official Statements to the Board for
approval. The approval of an Official Statement by the Board shall be docketed as
a new business matter and shall not be approved as a consent item.

U. Debt Disclosure Policies and Procedures
The CFO shall be the disclosure coordinator. Staff, working with its bond counsel
and debt disclosure third party consultant, will file any annual disclosure reports
required by SB 1029, Securities and Exchange Commission Rule 15c2-12, by its
bond covenants, the California Debt and Investment Advisory Commission
(CDIAC) and with the Municipal Securities Rulemaking Board’s Electronic
Municipal Market Access (EMMA), including its CAFRs. M1W will comply with all
applicable U.S. Internal Revenue Service and U.S. Treasury arbitrage requirements
to preserve the tax-exempt status of its bonds.
M1W is also required under its continuing disclosure undertakings to file notices
of certain enumerated events with EMMA. The Accounting Supervisor and
Accountant are responsible for establishing a system for making the annual filings
required by its continuing disclosure undertakings on a complete and timely basis.
Staff, with assistance from third party consultants, will file notices of enumerated
events on a timely basis. The Disclosure Coordinator shall ensure that staff
involved in the initial or continuing disclosure process and the Board are trained
to understand and perform their duties.

Monterey Golf Courses
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V. Interfund Loans - Overview

INTERFUND
LOANS ITEMS TO
ADDRESS
Board
Approval
Loans in
Excess of
Three Years

Interfund loans are loans of monies from one Agency fund to another Agency fund for a
specific purpose generally with a requirement for repayment by a specified date. The
practice of interfund loans is a recognized and necessary aspect of governmental
finance. This section provides guidelines regarding the establishment and management
of these loans. Interfund loans should in general be short-term in nature and made for
one or more of the following reasons:
Cash Flow
To offset temporary cash timing differences often resulting when expenses are
incurred before the grants or reimbursements are collected
Capital Projects
To provide for advance spending prior to securing grants or project financing or to
cover delays in reimbursement from loans or grants

Availability
of Funds
In Source
Fund

Repayment
Terms and
Interest

Other
For other needs as deemed appropriate by the Board
These loans are considered “temporary” in the sense that no permanent diversion of the
lending fund results from the failure to repay by the borrowing fund. Additionally,
interfund loans should not hinder the accomplishment of any function or project for
which the lending fund was established. Interfund loans should not be used to solve
ongoing structural budget problems.

W. Interfund Loans - Requirements
Interfund loans require approval of the Board, except for temporary loans resulting from
timing differences in operating cash flow. As part of the Board staff report, a resolution
will be included for approval by the Board. The following items are to be addressed for
any proposed interfund loan not considered temporary:

Loan
Alternatives

Monterey Landmarks

Purpose:

The intended use of the interfund loan

Availability:

Of unrestricted funds in the source fund

Repayment:

Including terms, interest and source of repayment

Alternatives:

Including grants and deferring projects

For any non-temporary loan, interest shall be charged to the fund borrowing the monies
at the rate of return of the Agency’s investment pool for the period of the loan unless
the interest expense is prohibited by grant regulations relating to funds received by the
borrowing fund. Internal controls will be established to monitor and help ensure
repayment, including accounting for any scheduled repayment and debt service as part
of the adopted budget for the funds involved in the interfund loan, in accordance with
the approved debt service schedule for the loan.
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X. Glossary of Terms

A
Advance Refunding
For purposes of tax and securities regulations, a refunding in which the
refunded issue remains outstanding for > 90 days after issuance.
Amortization
The gradual reduction in principal and interest of an outstanding debt according to a specific repayment
schedule, which details specific dates and repayment amounts on those dates.
Arbitrage
Refers to the difference between the tax-exempt interest rate paid by the
borrower and the interest rate at which the proceeds of the issue are
invested. The IRS has specific regulations concerning the amount that can
be earned from the investment of tax-exempt proceeds.

B-C
Bond Insurance
A financial guaranty issued by a private insurance company that guarantees the timely payment of principal
and interest for a debt issue. In the event that an issuer is unable to make a timely payment, the company
issuing the bond insurance is responsible for making the payment.
Call Provisions
Mandatory or optional provisions that allow or require an issuer to prepay or refinance a bond prior to its
stated maturity date. These provisions identify which bonds may be called, when they may be called, and
what premium, if any, must be paid upon redemption prior to the maturity date of the bond.
Capital Lease
A capital lease is a contract entitling a renter to the temporary use of an
asset, and such a lease has the economic characteristics of asset
ownership for accounting purposes in accordance with the GASB.
Capitalized Interest
Specific interest payments of a bond issue which are funded in advance, or capitalized, through proceeds of
the same bond issue. These proceeds are often set aside in order to pay these designated interest payments.
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C
Certificate of Participation
A type of financing where an investor purchases a share of the lease revenues of a program.
Commercial Paper
Promissory notes issued by state and local governments to finance construction
of facilities, which are secured by pledged revenues of the issuer and a credit
agreement with a short maturity of 270 days or less.
Competitive Sale
A method of sale in which the issue is awarded to the bidder judged to have submitted the best bid by
offering the lowest interest rate, taking into account underwriting spread, interest rates and any discounts
or premiums. A competitive sale is most frequently used when the credit structure of the issue is simple,
market conditions are stable, and the issue is highly rated or insured.
Coupon
A colloquial term for a bond’s interest rate. Historically, the coupon was a
detachable part of a certificated security that evidenced interest due.
Credit Rating Agencies
Firms that evaluate the credit quality and ability of issuers to repay obligations and their likelihood of
defaulting on an obligation. The major credit rating agencies are Moody’s, Standard & Poor’s and Fitch.
Current Refunding
A refunding transaction where the municipal securities being refunded will all mature or be redeemed
within 90 days or less from the date of issuance of the refunding issue.

D
Debt
A promise to pay back a specified sum of borrowed money according to a
specified repayment schedule included as part of the debt agreement.
Debt Service Coverage and Reserve Fund
Coverage is the ratio of the net revenue stream pledged against a debt to the debt service payments to the
debt. Debt service coverage ratios are most often used by rating agencies to determine repayment
sufficiency with respect to bonds secured by a specific revenue stream. The reserve fund assures the timely
availability of sufficient funds for the repayment of debt service in the event that an issuer cannot make the
required debt service payment(s). Typically, the required size of the reserve fund is determined by the lesser
of: 100% of maximum annual debt service or 125% of average annual debt service.
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D
Defeasance
Termination of rights and interests of the bondholders and their lien on the
pledged revenues or other security in accordance with the terms of the
bond contract for an issue of bonds. Defeasance usually occurs in
connection with the refunding of an outstanding issue after provision has
been made for future payment of all obligations under the outstanding
bonds through funds provided by the issuance of new bonds.
Derivative Product
A product, such as an option or futures contract, whose value is derived from the performance of an
underlying security. A commonly used derivative is an interest rate swap.
Disclosure Counsel
The legal firm that provides the legal disclosure documentation for an issue,
most often in the form of the preliminary and final official statement and
continuing disclosure agreement for the public.
Discount Rate
The interest rate used for adjusting for the time value of money for net present value calculations, option
pricing models, and other market models. The term “discount rate” can also refer to the rate that the
Federal Reserve Bank charges its members for overnight deposits.

F-H
Financial Advisor
Generally, an independent consulting firm that advises an issuer on
financial matters ranging from the comprehensive financial health of an
issuer to specific financings. Financial Advisors are usually not part of the
underwriting syndicate that markets financings for an issuer.
Good Faith Deposit
Money or a surety bond provided to an issuer of a new issue of municipal
securities by an underwriter as an assurance of performance on its offer to
purchase the issue. Good faith deposits generally are required in
connection with competitive sales and sometimes with negotiated sales.
Hedging
A strategy designed to reduce investment risk. A hedge can help reduce the risk and volatility of a portfolio.
A common hedging strategy includes matching the amount of short-term assets with the amount of shortterm variable rate debt outstanding. This helps the entity in meeting its short term cash flow needs.
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I-L
Institutional Investor
A term that generally refers to banks, financial institutions, bond funds,
insurance companies or other business organizations that possess or control
considerable assets for large scale investing for their clients.
Investment Agreement
A contract between an investment provider and their client specifying the rights
and responsibilities of each party in the structuring and operation of investments.
Line of Credit
An arrangement in which a bank or other financial institution extends a
specified amount of unsecured credit to a borrower for a specified time period.
Liquidity Facility
Variable rate securities are often secured by a liquidity facility, either in the
form of a standby letter of credit or a line of credit. Such credit enhancement
assures note holders that in the event of a tender and failed remarketing, funds
will be available to purchase the notes on the tender date, with the issuer
becoming obligated to the letter or line of credit bank on a prearranged basis.
Long Term Debt
Loans and other financial obligations with a maturity of longer than one year, i.e. non-current liabilities.

M-O
Maturity Date
The date upon which debt principal or bonds matures or becomes due and payable by the issuer of the debt.
Negotiated Sale
A method of sale of bonds in which the issuer elects in advance, on the basis of
proposals received or by other means, one or more underwriters to work with it
in structuring, marketing and offering an issue to investors. This method is often
used when the issue is a first time sale by an issuer, a complex security
structure, an unusually large issue, or in a highly volatile or congested market.
Net Revenue
Gross revenues less operating and maintenance expenses, used to evaluate how well revenues cover costs.
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O- P
Official (Disclosure) Statement
A comprehensive statement issued by the governmental entity
prior to the sale of bonds, notes, or other financing vehicles that
contains all the salient facts concerning the issuer, the issuer’s
financial condition, the security pledged for the securities being
offered and the projected use of the proceeds of the sale.
Par Value
100 percent of the face value of a security. This is the initial value included on the official statement.
Present Value (or Net Present Value NPV)
An analysis used to determine the value today of a future payment, or to a stream of payments, discounted
at some appropriate compound interest or discount rate reflective of the current marketplace.
Private Placement
A private placement is a variation of a negotiated sale in which
an issuer, usually with the help of a financial advisor or
placement agent, will attempt to place the entire issue directly
with an investor. The investor will negotiate terms and
conditions before agreeing to the purchase of the issue.

R-S
Redemption
Depending on an issue’s call provisions, an issuer may on certain dates and at certain premiums, redeem or
call specific outstanding maturities. When a bond or certificate is redeemed, the issuer is required to pay the
maturities’ par amount, the accrued interest to the call date, plus any premium required by the issue.
Remarketing Agent
A broker-dealer responsible for reselling to new investors securities (such as variable rate bonds) that have
been tendered for purchase by their owner. The remarketing agent also typically is responsible for resetting
the interest rate for a variable rate issue and also may act as tender agent for the securities.
Revenue Bond & Anticipation Notes / Lease Revenue Bonds
A revenue bond is a category of municipal bond supported by the
revenue from a specific project to pay the debt service.
Senior Lien Debt
Debt whose terms require it to be repaid with a priority claim on
pledged revenues used to make the payments on the debt.
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Special Assessment Debt
Debt funding project, paid by taxes on the area benefiting from the project.
Subordinate Lien Debt
Debt whose terms require it to be repaid with pledged revenues net of the
amount necessary to make debt service payments on senior lien debt.
Surety Bond
An alternative to a debt service reserve fund. A surety bond can be purchased from a bond insurance
provider to replace the debt service reserve fund and can be drawn upon in the event of default.

T-Z
Tender
With variable rate debt, a bond holder can tender or put bonds back to the remarketing agent upon specific
dates (monthly, weekly) for the full par amount held. The remarketing agent then re-offers the notes to
investors. A new interest rate is set at the lowest rate necessary to remarket the tendered notes at par.
Trading Differential
The interest rate spread between similar bond/note maturities based upon differences in credit quality and
taxability of the bonds. There can be a significant trading differential between AAA and A rated bonds.

U-Z
Underwriter
A securities dealer who purchases a bond or note issue from an issuer and
resells it to investors. If a syndicate or selling group is formed, the underwriter
coordinating the financing is the senior or lead manager.
Variable Rate Bonds
Provide the purchaser with an option to tender or "put" the bonds back to the issuer, at par, at the end of
each tender or “re-set” period. Thus, the yield on each bond approximates the yield on comparably rated
securities having a final maturity equal to the selected tender period. These issues are short-term
instruments containing a built-in refinancing mechanism.
Weighted Average Maturity
This is also referred to as the “weighted average life” or “average life” which reflects how rapidly the
principal of an issue is expected to be paid. Under one commonly used calculation method, average life is
equal to the total bond years divided by the total number of bonds.
Yield
The net rate of return by an investor on an investment. Yield calculations on a
fixed income investment, such as a bond issue, take purchase price and coupon
into account when calculating yield to maturity.
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