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Selling Illinois School Bonds 
Now and in the Future

This presentation is to be informative and not to promote specific products, services companies, etc. Illinois 
ASBO Sponsored Programs are permitted to promote products and services in accordance with the Service 
Associate Ethics Policy and Code of Conduct.
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INTRODUCTIONS

Mohsin, Dada: Moderator
- Chief Financial Officer, Consolidated Community School 
District 181

Robert Lewis: Speaker
- Sr. Vice President and Managing Director, PMA 
Securities, Inc.

James Snyder: Speaker
- Partner, Ice Miller, LLP 

John Repsholdt: Speaker
- Chairman, Muniex 

Tom Crabtree:  Speaker
- Director, Stifel Nicolaus & Co., Incorporated
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• Define the various methods of sale
• Define the variables that influence which method of 
sale is most appropriate for a given transaction

• Provide a comparable pricing analysis and explain how 
it is useful in determining the success of a negotiated 
sale

• Discuss how selling and pricing of bonds may change in 
future
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PRESENTATION GOALS
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• Financial Advisor (Subset of Municipal Advisor)
• Assists district with long range debt planning
• Advises district on borrowing options and proposed tax impact
• Helps determine most advantageous approach to selling bonds
• Drafts credit rating presentation and guides bond rating process
• Often drafts the official statement

• Underwriter
• The firm that purchases the bonds from the district and distributes them to 
individual bond holders (the lenders)

• Structures the bonds and provides market expertise to minimize borrowing 
costs

• Helps to model the long‐term financing plan for the district in relationship to 
projected levy growth and future debt requirements

• Provides market feedback regarding current investor expectations and 
preferences relative to yield
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ROLES
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• Bond Counsel
• Prepares all the necessary legal documents and opinions required to ensure 
the district adheres to legal parameters

• Writes election ballot language and ensure the district adheres to all legal 
requirements

• Is selected by and works for the district
• Provides market feedback regarding current investor expectations and 
preferences relative to yield

• Underwriter’s Counsel and/or Disclosure Counsel
• Prepares all the necessary legal documents required for the marketing of the 
bonds to the public

• Prepares the legal documentation required to finalize the bond sale between 
the district and the Underwriter
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ROLES (cont’d.)
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• Public Offering
• The municipal advisor works with the District to prepare an official statement to 
send to potential underwriters

• Underwriter selected via a competitive or negotiated sale that will resell the 
bonds to investors

• District obtains a bond rating
• Requires disclosure counsel to review the official statement
• Will likely have a lower interest rate, but will have higher costs of issuance

• Direct Placement
• No official statement, rating, underwriter or disclosure counsel is required
• A term sheet is typically sent out to banks and other local units of government 
that will provide a proposal to purchase the bonds directly

• The interest rate is typically higher than a public offering but may result in a 
lower overall financing cost since some costs of issuance are avoided

• This process has typically proven to be effective for relatively smaller bond 
issues paid off with a shorter amortization

• Bank/unit of government can purchase directly
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SALE TYPES
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Bond Sale

Direct Placement Public Offering

Competitive Sale

‒ The District engages a municipal advisor 
to manage the bond issuance process 

‒ Underwriter selected via a competitive 
sale in which multiple bids are received to 
purchase the bonds 

‒ The bidder with the lowest true interest 
cost is selected and sells the bonds to 
investors

Negotiated Sale

‒ The District preselects a broker-dealer as 
underwriter 

‒ This firm sells the bonds to investors 
during a pricing period

SALE TYPES (cont’d.)
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Municipal
Advisor

Underwriter

Rating 
Agency

Bond
Counsel Disclosure

Counsel

Local
Counsel

Bond
Insurance 
CompanyBond

Registrar/
Paying
Agent

Escrow
Agent

Issuer

PARTICIPANTS DURING A COMPETITIVE OR 
NEGOTIATED SALE
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Municipal 
Advisor

Placement 
Agent 

(Possibly)

Rating 
Agency

Bond
Counsel Disclosure

Counsel

Local
Counsel

Bond
Insurance 
CompanyBond

Registrar/
Paying
Agent

(Possibly)

Escrow
Agent

Issuer

PARTICIPANTS DURING A DIRECT 
PLACEMENT
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• A competitive sale is appropriate when:
• Issuer has a strong underlying credit rating at least in the “A” category
• General obligation bonds or full faith obligations (e.g. alternate revenue 

bonds or debt certificates)
• Structure does not include special features that would require 

extensive explanation to the market
• Issuer is frequently in the market and/or issue size is conducive to 

attracting investors

• A negotiated sale is appropriate when:
• Issuer has a credit rating lower than “A”
• Bond insurance is unavailable
• Debt structure is complicated
• Issuer wants input in how bonds are allocated among underwriting 

firms and/or the types of investors to be reached
• There is extreme market volatility

Source: Selecting and Managing the Method of Sale of Bonds (February 2014), Government Finance Officers Association (Best Practice).  
Please see the following link:  http://www.gfoa.org/selecting-and-managing-method-sale-bonds

CHOOSING THE METHOD OF SALE
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SAMPLE COMPETITIVE SALE

Source: MuniAuction
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• The goal is to find transactions that priced recently, with 
characteristics that are similar to your district’s issue
• Tax status (tax-exempt, bank qualified)
• Similar credit rating
• Location (State of IL, Cook County, etc.)
• Length of bond issue
• Bond holder security (General Obligation Bond, Revenue 

Bond, etc.)
• Call provisions
• Coupon structure after the call

12

CHOOSING COMPARABLE SALES FOR A 
NEGOTIATED SALE
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Amount
Insured
Rating
Sale/Pricing
Type
Security
BQ Status
Call
Maturity Date

Yield 08/31/15 YTC Yield YTM Yield 08/26/15 YTC Yield YTM Yield 08/26/15 YTC Yield YTM
to AAA MMD Less to Less to AAA MMD Less to Less to AAA MMD Less to Less

Principal Coupon Call Late Yield AAA MMD Maturity AAA MMD Principal Coupon Call Late Yield AAA MMD Maturity AAA MMD Principal Coupon Call Late Yield AAA MMD Maturity AAA MMD
2015 $185,000 2.000 0.400 n/a 0.400 n/a
2016 $80,000 2.000 0.750 0.340 0.410 0.750 0.410 $215,000 2.000 1.000 0.340 0.660 1.000 0.660 $150,000 1.000 1.000 0.340 0.660 1.000 0.660
2017 $80,000 2.000 1.150 0.660 0.490 1.150 0.490 $250,000 2.000 1.200 0.660 0.540 1.200 0.540 $165,000 1.350 1.350 0.660 0.690 1.350 0.690
2018 $80,000 2.500 1.400 0.940 0.460 1.400 0.460 $255,000 3.000 1.500 0.910 0.590 1.500 0.590 $170,000 3.000 1.650 0.910 0.740 1.650 0.740
2019 $215,000 2.500 1.650 1.180 0.470 1.650 0.470 $260,000 3.000 1.650 1.120 0.530 1.650 0.530 $170,000 3.000 1.900 1.120 0.780 1.900 0.780
2020 $205,000 3.000 1.900 1.390 0.510 1.900 0.510 $270,000 3.000 1.900 1.380 0.520 1.900 0.520 $175,000 3.000 2.200 1.380 0.820 2.200 0.820
2021 $1,120,000 3.000 2.250 1.670 0.580 2.250 0.580 $275,000 3.000 2.200 1.660 0.540 2.200 0.540 $185,000 3.500 2.450 1.660 0.790 2.450 0.790
2022 $1,245,000 3.000 2.500 1.840 0.660 2.500 0.660 $280,000 3.000 2.400 1.840 0.560 2.400 0.560 $190,000 2.600 2.600 1.840 0.760 2.600 0.760
2023 $1,290,000 4.000 2.600 1.970 0.630 2.600 0.630 $290,000 3.500 2.600 1.960 0.640 2.600 0.640 $195,000 2.750 2.750 1.960 0.790 2.750 0.790
2024 $1,345,000 4.000 2.750 2.080 0.670 2.750 0.670 $300,000 4.000 2.750 2.070 0.680 2.865 0.795 $200,000 4.000 2.850 2.070 0.780 3.065 0.995
2025 $1,395,000 4.000 2.850 2.190 0.660 2.944 0.754 $315,000 4.000 2.850 2.180 0.670 3.041 0.861 $205,000 4.000 2.950 2.180 0.770 3.216 1.036
2026 $1,445,000 3.000 3.000 2.300 0.700 3.000 0.700 $325,000 4.000 2.950 2.300 0.650 3.188 0.888
2027 $340,000 4.000 3.050 2.390 0.660 3.314 0.924
2028 $350,000 4.000 3.150 2.480 0.670 3.422 0.942
2029 $370,000 4.000 3.250 2.550 0.700 3.517 0.967
2030 $380,000 4.000 3.350 2.630 0.720 3.602 0.972
2031
2032
2033
2034

NEGOTIATED
GENERAL OBLIGATION UNLTD

Bank Qualified
December 1, 2024

December 1

$8,685,000
N/A
Aa3

September 1, 2015

December 1, 2022
December 1December 1

December 1, 2023

NEGOTIATED

Bank QualifiedBank Qualified

NEGOTIATED
GENERAL OBLIGATION UNLTD

August 26, 2015
 / AA-

August 26, 2015

GENERAL OBLIGATION UNLTD

$4,475,000
N/A

 / AA-

$1,805,000
N/A

• Compare the YTM less AAA MMD column
• Also examine YTC less AAA MMD column to consider value 

of call option
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SAMPLE COMPARABLE FILE

Sources: EMMA, Bloomberg and MMD
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• Differences in block size (maturity amounts)
• Differences in underwriter fee affect the total cost 

of funds
• Examine how bond yields change after the initial 

underwriting (examine EMMA trade data)
• Market dynamics

• Events in national or international economy
• Significant bond issues pricing same day or week 

that “lead” the municipal market
• Heavy secondary market activity

14

BEYOND THE YIELD TO YIELD COMPARISON
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PMA Disclaimer
This presentation has been prepared by PMA Securities, Inc. for informational and educational purposes to units of local government without regard
to any particular entity’s investment objectives, financial situation or means. The content of this presentation is not to be construed as a
recommendation, solicitation or offer to engage in an issuance, or to buy or sell any security, financial product or instrument, or to participate in any
particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy would be illegal. Nor does it constitute any legal,
tax, accounting or investment advice of services regarding the suitability or profitability of any security or investment. PMA and its employees do not
offer tax or legal advice and any entity should consult with its own tax and/or legal advisors before making any tax or legal related investment
decisions.

Although the information contained in this presentation has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the
accuracy or completeness of such information. It is understood that PMA is not responsible for any errors or omissions in the content in this document
and the information is being provided to you on an “as is” basis without warranties or representations of any kind. The analysis or information
presented in this presentation is based upon current market conditions which are subject to change. There is no guarantee that the projected yield will
be realized and the actual yield will depend on the available investment product and market conditions at the time of investment.

This presentation is solely intended to suggest/discuss potentially applicable financing applications or investment strategies. Any terms discussed
herein are preliminary until confirmed in a definitive written agreement. Although market value, market analytics and other information contained in
this presentation have been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such
information. No representation is made that any results indicated herein will be achieved. Changes to any prices, levels, or assumptions contained
herein may have a material impact on results. Any estimates or assumptions contained herein represent our best judgment as of the date indicated
and are subject to change without notice. Examples are merely representative and are not meant to be all-inclusive. All investments mentioned herein
may have varying levels of risk, and may not be suitable for every investor. Investment in securities involves risks, including the possible loss of the
amount invested. In addition, past performance is no indication of future results and the price or value of investments may fluctuate. Asset allocation
does not assure or guarantee better performance and cannot eliminate the risk of investment losses.

Securities, public finance services and institutional and municipal advisory brokerage services are offered through PMA Securities, Inc. PMA
Securities, Inc. is a broker-dealer and municipal advisor registered with the SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man
Advisors, Inc., an SEC registered investment adviser, provides investment advisory services to local government investment pools and separate
accounts. All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA Securities, Inc. and
Prudent Man Advisors (collectively “PMA”) are under common ownership.

© 2018  PMA Securities, Inc. v2.07.17

Ice Miller, LLP Disclaimer
This PowerPoint is intended for general information purposes only and does not and is not intended to constitute legal advice. The reader must
consult with legal counsel to determine how laws or decisions discussed herein apply to the reader's specific circumstances.
Attorney Advertising Material – Prior results do not guarantee a similar outcome.

© 2018 Ice Miller, LLP
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Stifel, Nicolaus & Company, Incorporated Disclaimer

Stifel, Nicolaus & Company, Incorporated ("Stifel") has prepared the attached materials. Such material consists of factual or general information (as defined in the
SEC's Municipal Advisor Rule). Stifel is not hereby providing a municipal entity or obligated person with any advice or making any recommendation as to action
concerning the structure, timing or terms of any issuance of municipal securities or municipal financial products. To the extent that Stifel provides any alternatives,
options, calculations or examples in the attached information, such information is not intended to express any view that the municipal entity or obligated person could
achieve particular results in any municipal securities transaction, and those alternatives, options, calculations or examples do not constitute a recommendation that
any municipal issuer or obligated person should effect any municipal securities transaction. Stifel is acting in its own interests, is not acting as your municipal advisor
and does not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934, as amended, to the municipal entity or obligated party with
respect to the information and materials contained in this communication.

Stifel is providing information and is declaring to the proposed municipal issuer and any obligated person that it has done so within the regulatory framework of
MSRB Rule G-23 as an underwriter (by definition also including the role of placement agent) and not as a financial advisor, as defined therein, with respect to the
referenced proposed issuance of municipal securities. The primary role of Stifel, as an underwriter, is to purchase securities for resale to investors in an arm's- length
commercial transaction. Serving in the role of underwriter, Stifel has financial and other interests that differ from those of the issuer. The issuer should consult with its'
own financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent it deems appropriate.

These materials have been prepared by Stifel for the client or potential client to whom such materials are directly addressed and delivered for discussion purposes
only. All terms and conditions are subject to further discussion and negotiation. Stifel does not express any view as to whether financing options presented in these
materials are achievable or will be available at the time of any contemplated transaction. These materials do not constitute an offer or solicitation to sell or purchase
any securities and are not a commitment by Stifel to provide or arrange any financing for any transaction or to purchase any security in connection therewith and may
not relied upon as an indication that such an offer will be provided in the future. Where indicated, this presentation may contain information derived from sources
other than Stifel. While we believe such information to be accurate and complete, Stifel does not guarantee the accuracy of this information. This material is based on
information currently available to Stifel or its sources and is subject to change without notice. Stifel does not provide accounting, tax or legal advice; however, you
should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should be discussed with your advisors and /or
counsel as you deem appropriate.

Additional information is available upon request
Stifel, Nicolaus & Company, Inc., 501 N. Broadway, St. Louis, MO 63102
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LEGAL FRAMEWORK

• Regulation of Municipal Advisory (Dodd-Frank)
– Municipal Advisor definition
– Registering of Municipal Advisor

• Regulation of Underwriter
‒ Financial Industry Regulation Authority role is to 

license and regulate broker-dealer
‒ Securities and Exchange Commission role is to 

protect investors
‒ Dodd-Frank Rules
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• Why is there not a municipal bond exchange similar 
to the stock market?

• Can technology be utilized to make bond sale 
process more efficient?

• Municipal bond exchange works with existing bond 
financing legal framework.
– Disclosure
– Continuing Disclosure
– Issue Price Determination
– Regulation of Underwriters and Municipal Advisors
– DTC Issues

Municipal Bond Exchange
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THE FUTURE
For Municipal Bond Initial Public Offerings

May, 2018

Presented by:
John V. Repsholdt, Chairman
The National Municipal Bond 

Exchange, Inc.



#iasboAC18
May 3 – 4, 2018, Schaumburg, IL

AN EXCHANGE IS IN NEAR THE FUTURE

• One to two years away

• A Patent for this business method is pending

• Detailed summaries have already been submitted to 
and discussed with the SEC and the MSRB

• Initial marketing to issuers has begun
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WHY AN EXCHANGE?

• Market Efficiency
– The economic tenants to market function

• Transparency
• Access
• Fairness

– Market De-fragmentation
– Market Liquidity and Velocity

• Good Business
– Lower interest rates and costs for issuers
– Greater access and liquidity for investors
– Makes money for the exchange and its members
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COMMON FUNCTIONS

• Municipal bond dealers as exchange members

• Order throughput

• Order aggregation and stacking

• DTC clearing
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SPECIAL FUNCTIONS

• Free access to price and bond information

• Group queries

• Order pooling reduces opportunity costs

• New issue options
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Q&As

Q: What if the new issue listing on the exchange fails?
A:  Very unlikely because of the following: 

1. The issuer must use a member firm in a municipal advisor 
capacity to gain access to the exchange.

2. The member firm will recommend the type of offering 
(over the counter, direct placement or initial public 
offering) before listing.

3. All members may bid on any portion of the listing –
including the listing member.

4. The process of listing is not an offering it is a bid request 
same as in the competitive or negotiated (over the 
counter) processes.

5. There is never any cost or obligation on the part of the 
issuer.
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Q&As (cont.)

Q: What is the economic impact?
A:  On the order of $25B annually

Q: Why has this not happened before?
A:  Only recently has the opportunity become 
apparent and as a direct result of EMMA.

Q: Will issuers be required to use the exchange?
A: No.
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Q&As (cont.)

Q: Why will dealer firms want to adopt such a change?
A: 

1. Issuers seeking lower interest rates, lower issuance costs, 
greater availability of their bonds to local constituents and 
access to their outstanding bonds for purchase in the 
secondary market – will demand it.

2. Investors seeking market liquidity, execution, access, 
information and a way to invest in their own communities 
– will demand it.

Q: What will be required of issuers?
A: A simple free application to the exchange and 
ongoing fulfillment of existing annual disclosure 
requirements.
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Q&As (cont.)

Q: What will be required of dealer firms?
A: A simple application to the exchange and adherence 
to exchange rules. The rules will be much less 
restrictive than existing regulations that are necessary 
to govern behavior in the current opaque over the 
counter market place.
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CLOSING COMMENTS

• All of the technology, data and intelligence has 
already been assembled for the future to become a 
reality.

• Transparency, accessibility and fairness are not only 
the tenants of economic efficiency they are also OUR 
free market principals. This is common sense to most 
Americans.

• Issuers must demonstrate that they “care” before the 
future will be adopted by dealer firms.
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Questions and Answers
We thank you for your time!
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