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Issuers: Municipal Bonds 

 State  and Local (Municipal) Governments and Special 
Districts  

 
 By Statutory Authority 

 Regulations Dictate Caps (limits) on amounts 
 Designation of Board Members, Meetings  
 

 Political Roles 
 Provide low cost electricity 
 

 Economic Functions 
 Jobs and new economic development 
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Characteristics of Municipal Bonds 
Categories 

What is a Bond? 

– A long term debt security in which the issuer agrees 
to repay a specified principal amount at a certain date 
with interest. 

(different from notes which have a shorter period of 
maturity) 
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Municipal Bonds: Tax-Exempt, Taxable, and Taxable Build 
America Bonds (BABs) 

 Tax –Exempt Bonds 
 Section 103(2) of the Internal Revenue Code exempts the interest income from municipal 

bonds from Federal Taxation. 
 Issuer Benefits: lower cost of borrowing than direct loans, private placement and other 

borrowing vehicles 
 Investor Benefits: investors able to deduct the interest generated on bonds from their 

federal income tax .  States where the bond is issued  may also allow interest on bond is 
exempt from state and local tax 

 
 Taxable Bond 

 interest or other investment return is included in gross income for federal income tax 
purposes and issued because  the intended use of proceeds does not meet federal tax law 
requirements for the exclusion from gross income (e.g. private activity bonds that are not 
qualified bonds) or because certain other federal tax law requirements are not met.  

 
 Taxable Build America Bonds (BABs) 

 Issued as part of the American Recovery and Reinvestment Act 
  (Direct Payment ) Option of a direct 35% interest subsidy from the federal government or a  
 (Credit BABs) bondholders receive a tax credit equal to 35% of the interest coupon on the 

bonds. 
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Characteristics of Municipal Bonds 
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 Source of payment 
 General Obligation Bonds 

 Backed by the full faith and credit of the issuing entity 
 Raise taxes (property taxes) to provide the Revenue of fund the Bonds 
 

 Project Revenue Bonds 
 Funded by the Revenue of a particular project 

 

 Maturity structure  
 Serial  
 Term  

 Price  
 Discount  
 Premium 

 Rating   
 Rated 
 Unrated  



Elements of a Municipal Bond Offering 
Participants and Their Roles 

Participant Role 

Issuer Initiates the process to fund a particular project 
 

Underwriter 
 

Purchases the bonds from the issuer with the 
intent of offering or selling the bond. 

Underwriter’s Counsel 
 

Ensures all of the facts and information with 
respect to the transaction ; prepares documents 
on behalf of underwriter relating to the 
purchase of bonds including official statement. 
 

Bond Counsel 
 

Renders a legal opinion to give investors 
assurances to the validity of the bonds.  Hired 
by Underwriter 

Bond Insurers Provide insurance to the issuance and enabled 
the issuer to pay lower interest rates.  
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Elements of a Municipal Bond Offering 
Participants and Their Roles 
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Participant Role 

Rating /Credit Analysts Issue an opinion about the credit strength or 
the probability that bond investors will be 
paid in full and on time.  

Broker Any person engaged I the business of 
effecting securities transactions for the 
accounts of others (excludes banks) 
  

Dealer  
 

Any person who is engaged in the 
business of buying and selling securities 
for his own account. 

Secondary Market Market in which the securities are 
purchased and sold between investors 
rather than  purchasing from the issuer. 

 Municipal Securities Rulemaking Board 
(MSRB) 

Requires Underwriters of publicly sold bonds 
to send an Official Statement and Continuing 
Disclosure Procedures 



Cover Sheet Maturity Schedule 
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Municipal Securities Rule Making Board: (MSRB) Rules: 
Official Statements 



 
Overview of 
Municipal 
Bond 
Financing in 
Coal-Fired 
Power 
Projects 

 

 

 Coal-Fired Power Plant Financing 
and Electric Utility financing  

 
 Relatively small percentage of total 

municipal bonds issued 

 Among the most expensive projects 
financed by municipal bonds 

 Power Purchase Agreements provide a 
contractually supported stream of 
revenue that give the perception of low 
risk investment 

  Market and Regulatory Factors present 
cumulative risks to alter risk profile. 
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Examples of Coal-Fired Power Plant Projects Utilizing 
Municipal Bond Financing 
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 Plum Point Energy Project 

 

 Tennessee Valley Authority 

 

 Prairie State Energy Campus 



Examples of Coal-Fired Power Plant Projects Utilizing 
Municipal Bond Financing 

 Plum Point Energy Project  
 Plum Point Energy Associates (“PPEA”) ; LS Power Subsidiary 

 Missouri Joint Municipal Electric Utility Commission 
(MJMEUC)  

 East Texas Electric Cooperative (“ETEC”) 

 Empire District Electric Company (“Empire”) 

 Municipal Energy Agency of Mississippi (“MEAM”) 
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Plum Point: Municipal Bond Debt & Corporate Equity 

  

13 



Plum Point Project Ownership Structure at Financial Close 

Plum Point Participant Plum Point %  

 PPEA     56.85% 

 MJMEUC     22.11% 

 ETEC      7.52 

 Empire      7.52 

 MEAM      6.0 

 Total           100.00% 
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TVA: Bond Issuances 

 TVA operates the nation’s largest public power system 
and supplies power in most of Tennessee, northern 
Alabama, northeastern Mississippi, and southwestern 
Kentucky and in portions of northern Georgia, western 
North Carolina, and southwestern Virginia to a 
population of over nine million people.   
 

 
 In 2011, the revenues generated from TVA’s electricity 

sales were $11.7 billion and accounted for virtually all of 
TVA’s revenues. 
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TVA: Bond Issuances 
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Prairie State Energy Campus 
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Prairie State Energy Campus 
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 Engagement & Advocacy  

 Effective use of Financial Information in Coal 
Campaigns 

 
 Publicly released data and analysis to provide ammunition to 

advocates to persuade decision makers 

 

 

 Private reports released to the public to educate decision 
makers and advocates in the environmental community 
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 Engagement & Advocacy  

 

 Sources of Information 

 
 www.emma.msrb.org 

 www.sec.gov 

 www.sifma.org  

 The Bond Buyer (Journal of Municipal Finance) 
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http://www.emma.msrb.org/�
http://www.sec.gov/�
http://www.sifma.org/�


For Additional Information 

 

 

 

 

Lisa Anne Hamilton 

Attorney At Law 
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