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• What is a Tax-Exempt Municipal Security
• A bond, note or other obligation issued by state or local governments (or their 

agencies/authorities) by a government entity used to evidence debt to fund capital investments

• The interest on which is excluded from gross income for federal tax purposes under Section 103 
of  the Internal Revenue Code and may be exempt from state income and personal property 
taxation.

 Types:
 General Obligation Bonds 

 Debt service is payable from the ad valorem property tax, subject to applicable limitations 
(i.e. Proposition 2½).

 Special Obligation Bonds 
 Debt service is payable from pledged project revenues.
 Massachusetts municipalities generally cannot issue special obligations.   



 Authorizing Debt

 Statutory Authority

 Charter/Bylaws/Ordinances

 Town Meeting/City Council Vote

 Primary Issuance/Sale of  Debt

 Parties to the Deal

 Sale Process

 Closing Documentation and Certifications

 Disclosure & Post-Issuance Compliance

 Continuing Disclosure Obligations



 G.L. c. 44, §7 – Borrowing Purposes Within Debt Limit

 G.L. c. 44, §8 – Borrowing Purposes Outside Debt Limit

 G.L. c. 44, §10 – Debt Limitation

 G.L. c. 44, §20 – Use of  Sale Proceeds

 G.L. c. 44A – Qualified Bond Act



 Purposes for which a municipality may 
borrow

 Maximum term for which debt can be 
issued 

 Director of  Accounts is authorized to 
set alternative longer maximum 
borrowing terms 



Municipal Approval Process
 Town Meeting Borrowing Vote

 City Council Loan Order

Contingent Borrowing 
 Debt approved contingent on Proposition 2½ debt exclusion ballot question

 Voter approval for contingent borrowing approved at Annual Town Meeting must 
be obtained by September 15 

 Voter approval for contingent borrowing approved at any other Town Meeting 
must by obtained within 90 days

 Funds cannot be spent until ballot question approved

Legal Requirement Letter/Due Diligence

 “Green Light” Letter
 Preliminary legal opinion as to authorization



 Issuer

 Purchaser/Underwriter

 Bond Counsel

 Underwriter's Counsel 

 Financial Advisor 

 Paying Agent/Trustee



 Competitive Sale is commonplace in Massachusetts 
 Negotiated Sale may also be undertaken (the conventional practice in most other 

jurisdictions)

 Financial Advisor/Bond Counsel Structure Schedule 

 Notice of  Sale/Preliminary Official Statement Advertised

 Financial Advisor Obtains Quotes on Sale Date
 Lowest true interest cost selected

 Final Official Statement Posted

 Bond Counsel prepares all Closing Documentation including Bond 
Certificates and Legal Opinion

 Settlement and Delivery of  the Bonds



 Authorization Documents
 Borrowing Vote, Loan Order, Resolution

 Sale Documents
 Competitive – Notice of  Sale and Bid Form
 Negotiated – Bond Purchase Agreement

 Primary Offering Documents
 Preliminary Official Statement
 Final Official Statement

 Continuing Disclosure Undertakings

 Tax Certificate

 Issuer General Certificate

 Legal Opinions

 Bond Certificates



 SEC Rule 15c2-12
 Primary Disclosure (POS/FOS)

 Secondary (Continuing) Disclosure
 Annual Reports and Audits

 Material Events Notices:

 Principal or interest delinquencies

 Material non-payments/defaults

 Unscheduled draws on debt reserves or  credit enhancements reflecting 

financial difficulties

 Substitutions of  credit or liquidity providers, or their failure to perform

 Adverse tax opinions

 Modifications to rights of  Bond owners

 Bond calls, if  material

 Defeasances

 Release, substitution, or sale of  property securing Bonds, if  material

 Rating changes

 Bankruptcy, insolvency receivership or similar events

 Merger, consolidation, or acquisition of  issuer

 Appointment of  successor or additional trustee

 Issuer’s incurrence of  material financial obligation or agreement to new 

terms which affect Bond owners

 Default, acceleration, termination, or modification of  a financial 

obligation that reflect the issuer’s financial difficulties



DLS:  Asset Useful Life Schedule 

www.mass.gov/files/documents/2017/09/22/dlsassetusefullifeschedules-
maximumborrowingterm.pdf

DLS:  IGR No. 17-21 re: Borrowing

www.mass.gov/files/documents/2017/09/11/igr17-21.pdf

DLS:  IGR No. 02-101 re: Debt Exclusions

www.mass.gov/files/documents/2016/08/ng/2002-101.pdf

Municipal Securities Rulemaking Board Electronic Municipal Market Access (EMMA)

www.emma.msrb.org

KP Law website: 

www.k-plaw.com (click on the “Resources” tab)
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