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MSRB Glossary of Municipal Securities Terms

About the Glossary

The MSRB's glossary of terms used in the municipal securities industry is intended to help investors and
other market participants get a basic understanding of commonly used municipal market terminology.

The brief definitions included in this glossary are intended for educational purposes only and are not
comprehensive or official MSRB definitions. The MSRB Board of Directors does not review or adopt the
definitions, which have no legal authority under MSRB rules or any other federal securities laws. Instead,
the definitions reflect the consensus of industry professionals about the general usage of these terms in
the municipal market. Many of these terms are also used in other segments of the securities industry and
may have a different meaning when used in those other contexts.

The MSRB periodically reviews the glossary to respond to continued development and change
in the industry. Please submit comments and suggestions using the MSRB'’s online contact form at
http://www.msrb.org/contactusForm.aspx
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ABATEMENT CLAUSE - A provision of a lease that relieves a lessee of the obligation to make lease
payments in the event that the leased property cannot be utilized (e.g., because of construction delays,
property damage or other causes). See: CERTIFICATE OF PARTICIPATION; LEASE RENTAL BOND.
Compare: ANNUAL APPROPRIATION PLEDGE; NON-APPROPRIATION CLAUSE.

ABLE PROGRAM - A program established under Section 529A of the Internal Revenue Code to permit
a state, or an agency or instrumentality thereof, to establish and maintain a tax-advantaged savings
program to help support individuals with disabilities in maintaining health, independence, and quality
of life. Contributions to an ABLE program generally are used to acquire units in a state trust and are
invested consistent with the trust's investment objectives. Units of the trust generally are municipal

fund securities. Under current federal tax law, earnings in an ABLE account accrue free of federal
income tax, and distributions from an ABLE account that are used for the qualified disability expenses
of the designated beneficiary are excludable from the designated beneficiary’s taxable income. See:
DESIGNATED BENEFICIARY; MUNICIPAL FUND SECURITY; QUALIFIED DISABILITY EXPENSES.

Last updated: February 23, 2018

ACCELERATION - A provision present in many bond contracts providing that the unpaid principal
becomes immediately due and payable upon the occurrence of one or more specified events of default,
either events that automatically result in acceleration or events that result in acceleration only after the
issuer or obligor has failed to cure the default after notice. See: DEFAULT.

ACCEPTANCE RISK - The risk to an investor that a lessee in a certificate of participation or lease rental
bond financing might not occupy a newly constructed or renovated facility (and thereby might not begin
making lease payments) because of dissatisfaction with the final construction or condition of the financed
facility. See: CERTIFICATE OF PARTICIPATION; LEASE RENTAL BOND.

ACCRETED VALUE - See: COMPOUND ACCRETED VALUE.

ACCRETION - The process by which an increment of value is added, actually or theoretically, to an
asset. See: CAPITAL APPRECIATION BOND. Compare: AMORTIZATION.
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ACCRETION OF DISCOUNT - An accounting process by which the book value of a security purchased
at a discount from par is increased during the security’s holding period. The accretion reflects the
increase in the security’s value as it approaches the redemption or maturity date. The value of the
security will grow at the interest rate implied by the discounted issuance price, the value at maturity

and the term to maturity. Under a “straight line” accretion method, the amount of yearly accretion is

the same for all years and is equal to the product of the total amount of the discount divided by the
number of years to redemption. Under a “constant interest” accretion method, the amount of the yearly
accretion increases as the redemption date approaches and for any semi-annual period is equal to (a)

the original semi-annual yield to maturity multiplied by the current book value less (b) the current interest
payment. See: COMPOUND ACCRETED VALUE; DISCOUNT; MARKET DISCOUNT BOND; ORIGINAL
ISSUE DISCOUNT. Compare: AMORTIZATION OF PREMIUM.

ACCRUED INTEREST - The dollar amount of interest, based upon the stated rate of interest, that has
accumulated on a security from (and including) the most recent interest payment date (or, in certain
circumstances, the dated date or other stated date), up to but not including the date of settlement of

a transaction in such security. Accrued interest is paid to the seller by the purchaser. Accrued interest is
usually calculated on the basis of a 360-day year (assuming that each month has 30 days), but alternative
day counting methods (most commonly based on a 365- or 366-day year counting actual days elapsed)
are used for many securities that bear interest at a variable rate and for certain other types of securities
(e.g., some municipal notes). The formula for computing accrued interest based on a 360-day year is as
follows:

Number of Days
360

Accrued Interest = Interest Rate X ParValue X

EXAMPLES:

(1) City Y sold a $10,000,000 new issue of municipal bonds on August 15. The bonds were
dated June 1 and settled on September 15. The interest rate on the bonds was 4 percent.

On settlement date 104
accrued interest paid = 04 X $10,000,000 X = $115,555.56
by underwriter 360

(2) Ms. Smith bought $100,000 of municipal bonds in the secondary market. The bonds had a 4
percent coupon rate and paid interest semi-annually on December 1 and June 1. Settlement
date was April 12.

On settlement date 131
accrued interest = 04 X $100,000 X = $1,455.56
payable by Ms. Smith 360

ACCUMULATION ACCOUNT - An account established by the sponsor of a unit investment trust into
which securities purchased for the portfolio of the trust are placed until the trust is formally created and
the securities are deposited into the trust. See: BOND FUND.

ADDITIONAL BONDS - An issue of bonds having a lien on the same revenues or other security pledged
to outstanding bonds. Additional bonds may be issued on a parity with the outstanding bonds, although
in some cases additional bonds may have either a junior lien or a senior lien on pledged revenues or
other security. Additional bonds are generally issued under the same bond contract. See: JUNIOR LIEN
BONDS; OUTSTANDING BONDS; PARITY BONDS; PLEDGED REVENUES; SENIOR LIEN BONDS.
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ADDITIONAL BONDS COVENANT or TEST - The financial test, sometimes referred to as a “parity
test,” that must be satisfied under the bond contract securing outstanding revenue bonds or other
types of bonds as a condition to issuing additional bonds. Typically, the test would require that historical
revenues (plus, in some cases, future estimated revenues) exceed projected debt service requirements
for both the outstanding issue and the proposed issue by a certain ratio. See: ADDITIONAL BONDS;
COVENANT.

ADDITIONAL TAKEDOWN - See: SPREAD.
ADJUSTABLE RATE - See: VARIABLE RATE.

ADJUSTED TRADE - An offsetting pair of transactions, executed in violation of the SEC’s anti-fraud

rules and the MSRB's pricing rules, in which a municipal securities dealer purchases a security above or
below the prevailing market price while executing an offsetting trade to reflect a gain or loss on the sale
of those securities at a price not at market, and the contra-party purchases a different security from the
municipal securities dealer at an adjusted price that exceeds the security’s market value by approximately
the same amount. These trades would permit a party to the transaction to liquidate portfolio holdings
without accurately reflecting profits or losses.

AD VALOREM TAX - A direct tax calculated “according to value” of property. Ad valorem tax is based
on an assigned valuation (market or assessed) of real property and, in certain cases, on a valuation

of tangible or intangible personal property. In virtually all jurisdictions, ad valorem tax is a lien on

the property enforceable by seizure and sale of the property. An ad valorem tax is normally the one
substantial tax that may be raised or lowered by a local governing body without the sanction of superior
levels of government (although constitutional or statutory restrictions such as tax rate limitations may
limit this right). See: MILLAGE; TAX RATE LIMIT.

ADVANCE REFUNDING - For purposes of certain tax and securities laws and regulations, a refunding
in which the refunded issue remains outstanding for a period of more than 90 days after the issuance
of the refunding issue. Typically, such refunded bonds are secured solely by an escrow funded with
the proceeds of the refunding bonds. The proceeds of the refunding issue are generally invested in
Treasury securities or federal agency securities (although other instruments are sometimes used), with
principal and interest from these investments being used (with limited exceptions) to pay principal and
interest on the refunded issue. Bonds are “escrowed to maturity” when the proceeds of the refunding
issue are deposited in an escrow account for investment in an amount sufficient to pay the principal of
and interest on the issue being refunded on the original interest payment and maturity dates, although
in some cases an issuer may expressly reserve its right (pursuant to certain procedures delineated by
the SEC) to exercise an early call of bonds that have been escrowed to maturity. Bonds are considered
"prerefunded” when the refunding issue’s proceeds are escrowed only until a call date or dates on

the refunded issue, with the refunded issue redeemed at that time. The Internal Revenue Code and
regulations thereunder restrict the yield that may be earned on investment of the proceeds of an
advance refunding issue.

Interest on a bond that is issued to advance refund another bond cannot be excluded from gross income
for bonds issued after December 31, 2017.

Refundings in which the refunded bonds are outstanding for less than 90 days are not advance
refundings for federal tax purposes, but they may be advance refundings under state law or the
provisions of bond contracts requiring specified comfort that the escrow securing payment of the
refunded bonds is adequate. There are several methods of advance refunding or achieving the same
practical effect as an advance refunding:
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Crossover Refunding — A method of advance refunding in which the revenue stream originally
pledged to secure the refunded bonds continues to be used to pay debt service on the
refunded bonds until they mature or are called. At that time the pledged revenues “crossover”
to pay debt service on the refunding bonds and escrowed securities are used to pay the
refunded bonds. During the period when both the refunded and the refunding bonds are
outstanding, debt service on the refunding bonds is paid from interest earnings on the invested
proceeds of the refunding bonds.

Forward Refunding — An agreement, usually between an issuer and the underwriter, whereby the
issuer agrees to issue bonds on a specified future date and an underwriter agrees to purchase
such bonds on such date. The proceeds of such bonds, when issued, will be used to refund the
issuer's outstanding bonds. See: EXTENDED SETTLEMENT.

Synthetic Refunding — An arrangement that allows an issuer to generate debt service savings that it
would realize if it were permitted to advance refund the outstanding bonds. Such arrangements
generally require an issuer to enter into an agreement with a counter-party and receive an
upfront payment from the counter-party in return for a specified action of the issuer or a right to
take a specified action by the counter-party at a future date, typically a date on which the issuer
can call the outstanding bonds and effect a current refunding. For example, on the future call
date, the counter-party may have the right to require the issuer to issue refunding bonds with
certain specified terms for purchase by the counter-party. Alternatively, the issuer may issue
variable rate refunding bonds and have the right to require the counter-party to enter into an
interest rate swap on specified terms.

See: ARBITRAGE; DEFEASANCE; ESCROW DEPOSIT AGREEMENT; REFUNDING; SLGS;
TRANSFERRED PROCEEDS; NET CASH REFUNDING; FULL CASH AND GROSS REFUND;
SWAP. Compare: CURRENT REFUNDING.

Last updated: February 23, 2018

ADVANCE REFUNDING DOCUMENT - The refunding escrow deposit agreement or its equivalent
prepared in connection with the advance refunding of an outstanding issue of municipal securities. See:
ADVANCE REFUNDING; ESCROW DEPOSIT AGREEMENT.

AFFIRMATION - An acknowledgment transmitted by an institutional customer or its agent through
the facilities of an automated confirmation system indicating that the customer agrees with the details
of a transaction previously confirmed through the system by the municipal securities dealer on the
other side of the transaction. This is sometimes referred to as an inter-dealer confirmation. See: DTC
INSTITUTIONAL ID SYSTEM. Compare: CONFIRMATION.

AGENCY SECURITIES - A term for securities issued by a federal agency or certain federally chartered
entities (often referred to as government-sponsored enterprises or GSEs). Agency securities typically
are not guaranteed by the federal government, particularly those of GSEs. Agency securities also are
generally exempt from the registration and prospectus requirements of the Securities Act of 1933.
Securities of the following entities are generally considered agency securities although the terms of

a bond contract or escrow deposit agreement may further limit what are considered to be agency
securities for purposes of that contract or agreement: Federal Agricultural Mortgage Corporation
(Farmer Mac); Federal Farm Credit Banks Funding Corporation (FFCB or Farm Credit); Federal Home
Loan Bank System (FHLB or Home Loan); Federal Home Loan Mortgage Corporation (FHLMC or Freddie
Mac); Federal Housing Administration (FHA); Federal National Mortgage Association (FNMA or Fannie
Mae); Government National Mortgage Association (GNMA or Ginnie Mae); and Tennessee Valley
Authority (TVA). Compare: TREASURY SECURITIES.
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AGENCY TRADE - Transactions in which a municipal securities dealer acts only as an agent for the
customer, bringing together a buyer and a seller. The dealer makes a commission on the sale. See: “AS
AGENT"” TRADE; Compare: PRINCIPAL TRADE.

AGREED UPON PROCEDURES LETTER - A letter from an auditor to the underwriters of a new issue
of municipal securities setting forth the procedures undertaken with respect to the review of specified
financial information (e.g., interim period financial statements or other information not covered by
audited statements) appearing in the official statement and providing certain conclusions regarding the
information with respect to which such review procedures were applied. Compare: COMFORT LETTER.

AGREEMENT AMONG UNDERWRITERS (AAU) - The contract among the members of an underwriting
syndicate establishing the syndicate rules, including the rights, duties and commitments of the senior
manager and the other syndicate members with respect to the new issue of municipal securities being
underwritten. In a competitive bid underwriting, the AAU is sometimes referred to as a syndicate account
letter. The agreement among underwriters is also sometimes referred to as the underwriting agreement.
See: SYNDICATE; SYNDICATE ACCOUNT LETTER; UNDERWRITING AGREEMENT. Compare:
SELLING GROUP AGREEMENT.

ALL IN COST or ALL INCLUSIVE COST (AIC) - (1) A measurement of the total cost of a bond financing,
expressed as a discount rate calculated using the present value of all debt service payments on the issue
and the total proceeds of the issue. For purposes of this calculation, the amount of proceeds is adjusted
by any accrued interest, original issue discount, original issue premium and costs of the financing (e.g.,
costs of issuance, credit enhancement fees, underwriter’s spread, etc.).

(2) For a variable rate demand obligation issue, the measure of costs expressed as a percentage that
includes the cost of the liquidity facility, remarketing fees, interest payments and administrative fees.

ALLOCATION -The process of setting bonds apart for the purpose of distribution to syndicate members.
This term is often used interchangeably with “allotment.” See: RETENTION.

ALL OR NONE (AON) - (1) A type of offering in which a party interested in purchasing the securities is
required to buy (or bid for) all of the securities being offered if it wishes to buy any. Municipal securities
dealers bidding to underwrite a primary offering often (but not always) are required to bid on an all or
none basis.

(2) In the secondary market, an all or none buy or sell order signifies that an execution must include
all of the securities.

ALLOTMENT - (1) The process of setting bonds apart for the purpose of distribution to syndicate
members. This term is often used interchangeably with “allocation.”

(2) A syndicate member's distribution of bonds by means of the allocation process. See:
RETENTION.

ALTERNATIVE MINIMUM TAX (AMT) — Taxation based on an alternative method of calculating federal
income tax under the Internal Revenue Code. Interest on certain private activity bonds is subject to the
AMT. See: INTERNAL REVENUE CODE; PRIVATE ACTIVITY BONDS.

ALTERNATIVE TRADING SYSTEM (ATS) - An entity that provides a platform for bringing together
purchasers and sellers of securities or for otherwise performing functions commonly performed by an
exchange. Participants are typically broker-dealers, including municipal securities dealers, or institutional
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investors that purchase securities or offer securities for sale by way of an offering or a bid-wanted
procedure. The system operator must be registered under SEC Rule ATS as a broker-dealer or a
securities exchange.

AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009 (ARRA) — A federal law that, among
other things, authorized the issuance of Build America Bonds and certain other municipal securities,
through December 31, 2010, as taxable tax-credit bonds or direct pay subsidy bonds. The Act also and
temporarily expanded the scope of bonds that could be issued as bank qualified bonds. See: BUILD
AMERICA BONDS; CREBs; DIRECT PAY SUBSIDY BONDS; TAX CREDIT BONDS.

AMORTIZATION - The process of paying the principal amount of an issue of securities by periodic
payments either directly to bondholders or to a sinking fund for the benefit of bondholders. See: DEBT
SERVICE; DEBT SERVICE SCHEDULE.

AMORTIZATION OF PREMIUM - An accounting process by which the book value of a security
purchased at a premium above par or the accreted value is decreased during the security’s holding
period. The amortization reflects the decrease in the security’s value as it approaches the redemption

or maturity date. Under a “straight line” amortization method, the amount of the yearly amortization

is the same for all years and is equal to the product of the total amount of the premium divided by

the number of years to redemption or maturity. Under a “constant interest” amortization method, the
amount of the yearly amortization decreases as the redemption or maturity date approaches and for any
semi-annual period is equal to (a) the current interest payment less (b) the original semi-annual yield to
maturity multiplied by the current book value. See: ORIGINAL ISSUE PREMIUM; PREMIUM. Compare:
ACCRETION OF DISCOUNT.

AMORTIZATION SCHEDULE - A table showing the periodic repayment of an amount of indebtedness,
such as a mortgage or bond. This table often shows interest payments in addition to principal
repayments. See: DEBT SERVICE SCHEDULE. Compare: MATURITY SCHEDULE.

AMT BOND - A tax-exempt bond whose interest is subject to the alternative minimum tax. See:
ALTERNATIVE MINIMUM TAX; PRIVATE ACTIVITY BOND; TAX-EXEMPT BOND. Compare: NON-
AMT BOND; TAXABLE SECURITY.

ANNUAL APPROPRIATION PLEDGE - A pledge typically found in the bond contract for lease revenue
bonds or securing a certificate of participation financing that commits the issuer or other obligor to
make lease payments or other periodic debt service payments but only to the extent that funds are
budgeted and appropriated on an annual basis by the issuer’s governing body. The governing bodly is
not legally obligated to make such appropriation in any year. An annual appropriation pledge typically
is used only in connection with projects that are considered to be essential to the issuer’s operations
and therefore the governing body is likely to appropriate the money needed to pay debt service on an
on-going basis. In many jurisdictions, this clause permits a borrowing entity to undertake a long-term
certificate of participation or other lease revenue obligation financing without technically incurring debt,
thereby avoiding statutory or constitutional debt limitations and referendum requirements because

the lease payments are characterized as payments for use of the facilities rather than as payments on a
promise to repay bonded debt. See: CERTIFICATE OF PARTICIPATION; LEASE RENTAL BOND; NON-
APPROPRIATION CLAUSE. Compare: ABATEMENT CLAUSE.

ANNUAL COMPREHENSIVE FINANCIAL REPORT (ACFR) - A report issued by a governmental entity
that includes the entity's audited statements for the fiscal year as well as other information about the
entity. Such report must meet specific standards established by the Governmental Accounting Standards
Board (GASB) in order to be considered a comprehensive annual financial report. Compare: AUDITED
FINANCIAL STATEMENT.
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ANNUAL DEBT SERVICE - See: DEBT SERVICE.

ANNUAL FINANCIAL INFORMATION - Financial information or operating data of the type included

in the final official statement with respect to the issuer or an obligated person. Rule 15¢2-12 obligates
underwriters for primary offerings of municipal securities to ensure that the issuer or other obligated
person has undertaken to provide such information or data on an annual basis to the MSRB’s EMMA
system. See: CONTINUING DISCLOSURE; CONTINUING DISCLOSURE AGREEMENT; RULE 15c2-12.

ANTI-FRAUD PROVISIONS - This term usually refers to the provisions of federal law prohibiting fraud
(typically in the form of material omissions or misstatements or deceptive devices, schemes or conduct)
in the issuance, purchase and sale of securities, regardless of whether such securities are subject to
registration with the SEC. These include Section 17(a) of the Securities Act of 1933, Section 10(b) of
the Securities Exchange Act of 1934, Rule 10b-5 and other related rules. Similar provisions appear in
the securities laws of certain states. See: BLUE-SKY LAWS; RULE 10b-5; SECURITIES ACT OF 1933;
SECURITIES EXCHANGE ACT OF 1934.

ANY-INTEREST-DATE CALL or REDEMPTION - See: REDEMPTION PROVISIONS.
ANY TIME CALL or REDEMPTION - See: REDEMPTION PROVISIONS.
APPROPRIATION CALL or REDEMPTION - See: REDEMPTION PROVISIONS.
APPROVING OPINION - See: LEGAL OPINION.

ARBITRAGE - (1) With respect to the issuance of municipal securities, arbitrage usually refers to the
difference between the interest paid on tax-exempt bonds and the interest earned by investing the
proceeds of the tax-exempt bonds in higher-yielding taxable securities. Federal income tax laws
generally restrict the ability to earn arbitrage in connection with tax-exempt bonds or other federally
tax-advantaged bonds. See: ARBITRAGE REBATE; ARBITRAGE REBATE FUND; DIRECT PAY SUBSIDY
BONDS; TAX CREDIT BONDS; TAX-EXEMPT BONDS; YIELD REDUCTION PAYMENT; YIELD
RESTRICTION.

(2) Generally, transactions by which securities are bought and sold in different markets at the same
time for the sake of the profit arising from a difference in prices in the two markets.

ARBITRAGE BONDS - Bonds initially issued on a tax-exempt or other federally tax-advantaged basis
that are formally deemed by the Internal Revenue Service to violate federal arbitrage regulations. If
the Internal Revenue Service finds that tax-exempt bonds are “arbitrage bonds,” the interest becomes
retroactively taxable and therefore is included in each bondholder’s gross income for federal income
tax purposes. However, the issuer and/or related parties may make payments to the IRS in return for
the IRS not declaring the bonds taxable. Similarly, certain federal tax benefits are lost if other types of
federally tax-advantaged bonds are found by the Internal Revenue Service to be "arbitrage bonds.”
See: ARBITRAGE. Compare: DIRECT PAY SUBSIDY BONDS; TAXABLE MUNICIPAL SECURITY; TAX
CREDIT BONDS; TAX-EXEMPT BOND.

ARBITRAGE CERTIFICATE - A document executed by the issuer of tax-exempt or other federally tax-
advantaged bonds at the time of initial issuance certifying as to various matters relating to compliance
with federal income tax laws and regulations, including arbitrage rules. Conduit borrowers may also

execute an arbitrage certificate. This term is often used interchangeably with “tax certificate.” See:
ARBITRAGE.
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ARBITRAGE EARNINGS - Investment earnings on bond proceeds and certain related funds that exceed
the bond yield. See: ARBITRAGE.

ARBITRAGE REBATE - A payment made by an issuer to the federal government in connection with an
issue of tax-exempt or other federally tax-advantaged bonds. The payment represents the amount, if
any, of arbitrage earnings on bond proceeds and certain other related funds, except for earnings that
are not required to be rebated under limited exemptions provided under the Internal Revenue Code. An
issuer generally is required to calculate, once every five years during the life of its bonds, whether or not
an arbitrage rebate payment must be made. See: ARBITRAGE; ARBITRAGE EARNINGS; ARBITRAGE
REBATE FUND.

ARBITRAGE REBATE FUND or ACCOUNT - A fund typically established under the bond contract for
tax-exempt or other federally tax-advantaged bonds in which arbitrage earnings from investments in
various funds and accounts holding bond proceeds are accumulated in order to make arbitrage rebate
payments to the federal government under the Internal Revenue Code. See: ARBITRAGE EARNINGS;
ARBITRAGE REBATE.

ARBITRAGE TRADING ACCOUNT - An account used to engage in market transactions intended to
earn arbitrage profits. See: ARBITRAGE.

ARBITRAGE YIELD - See: BOND YIELD.
ARBITRATION - An alternative dispute resolution system.

“AS AGENT"” TRADE - A securities transaction executed by a municipal securities dealer, acting as a
broker, on behalf of and under the instruction of another party. The municipal securities dealer does not
act in a principal capacity and may be compensated by a commission or fee (which must be disclosed
to the party for whom it is acting) rather than by a mark-up. To function as a customer’s agent, a
municipal securities dealer must disclose or express willingness to disclose the identity of the other side
of the transaction. See: AGENCY TRADE; CUSTOMER TRADE; INTER-DEALER TRADE. Compare:
PRINCIPAL TRADE.

ASK PRICE - Price being sought for a security by the seller. Also called an offer.

ASK YIELD - The return an investor would receive on a security, typically a Treasury, if the investor paid
the ask price.

ASSESSED VALUATION or ASSESSED VALUE - The appraised value of a property as set by a taxing
authority for purposes of ad valorem taxation. The method of establishing assessed valuation varies from
state to state. For example, in certain jurisdictions the assessed valuation is equal to the full or market
value of the property; in other jurisdictions the assessed valuation is equal to a percentage of full or

market value or is based on a base year market value, subject to limited permitted increases. See: AD
VALOREM TAX; MILLAGE.

ASSESSMENT BOND - See: SPECIAL ASSESSMENT BOND.

ASSIGNMENT - The form imprinted on a certificated security that, when completed and signed by the
registered owner, authorizes the transfer of the security into the name of a new owner. Assignments are
often executed by the registered owner “in blank,” with the name of the assignee filled in subsequently.
See: CERTIFICATED SECURITY; REGISTERED BOND; TRANSFER. Compare: BOND POWER.
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AUCTION AGENT - A financial institution responsible for conducting the Dutch auction used in
connection with the periodic interest rate reset and remarketing of auction rate securities. See:
AUCTION RATE SECURITIES; DUTCH AUCTION. Compare: PROGRAM DEALER; REMARKETING
AGENT.

AUCTION MARKET - A market for securities, typically found on a national securities exchange, in which
trading in a particular security is conducted at a particular electronic or physical venue. Historically, a
physical venue would consist of a specific location with all qualified persons at that post able to bid

or offer securities against orders via outcry. Compare: OVER-THE-COUNTER MARKET; TREASURY
SECURITIES.

AUCTION RATE PREFERRED SECURITIES (ARPS) — Securities, in some cases issued by a tax-

exempt bond fund, as preferred shares earning periodic dividend payments based on a rate of return
determined through a Dutch auction procedure. Investment earnings realized by the bond fund are
applied first to pay dividends on ARPS before being allocated to holders of common shares of the bond
fund. See: BOND FUND; DUTCH AUCTION. Compare: AUCTION RATE SECURITIES.

AUCTION RATE SECURITIES - Variable rate bonds whose interest rate is reset periodically under
the Dutch auction process. See: DUTCH AUCTION; VARIABLE RATE. Compare: AUCTION RATE
PREFERRED SECURITIES.

AUDITED FINANCIAL STATEMENT - A financial statement that has been examined by an auditor
and upon which the auditor has expressed or disclaimed an opinion. See: AUDIT REPORT; ANNUAL
COMPREHENSIVE FINANCIAL REPORT. Compare: INTERIM PERIOD FINANCIAL STATEMENTS.

AUDIT REPORT - The report prepared by an auditor following its audit or investigation of an entity’s
financial position and results of operations for a given period of time. As a general rule, the report should
include: (a) a statement of the scope of the audit; (b) explanatory comments concerning exceptions

from generally accepted accounting principles and auditing standards; (c) expression or disclaimer of
opinions; (d) explanatory comments concerning verification procedures; (e) financial statements and
schedules; and (f) statistical tables, supplementary comments and recommendations. See: AUDITED
FINANCIAL STATEMENT. Compare: INTERIM PERIOD FINANCIAL STATEMENTS.

AUTHENTICATION - A certification, usually by the trustee under a bond contract, appearing on a bond
certificate attesting that the certificate is authentic.

AUTHORITY - A unit or agency of a government, or a separately established not-for-profit entity
formed on behalf of a governmental entity, established to perform specialized functions. In some cases,
authorities have the power to issue debt that is secured by the lease rental payments made by or other
specified revenue of a governmental unit using the facilities constructed with bond proceeds. In other
cases, authorities issue private activity bonds for the purpose of making the proceeds available to
qualified private entities for use as permitted under the federal tax laws. Examples of such authorities
include water and sewer, electric, health facilities, industrial development and housing finance
authorities. An authority may function independently of other governmental units, or it may depend
upon other units for its creation, funding or administrative oversight.

AUTHORIZED DENOMINATION - The par value at which a municipal security can be purchased as
authorized by the bond contract. The bond contract typically provides that all purchases must be made
in authorized denominations equal to the minimum denomination or in multiples of $5,000 above such
minimum denomination. However, in some cases where bonds have large minimum denominations,
authorized denominations may be based on larger multiples, such as multiples of $100,000. See:
MINIMUM DENOMINATION.
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AUTHORIZING ORDINANCE - See: AUTHORIZING RESOLUTION.

AUTHORIZING RESOLUTION - With respect to an issue of municipal securities, the document adopted
by the issuer that implements its power to issue the securities. The legal grant of such authority may be
found in the enabling provisions of the constitution, statutes, charters and ordinances applicable to the
issuer. Adoption of an authorizing resolution by the issuer’s governing body is a condition precedent to
the issuance of the proposed securities. Typically, an issuer will be required to adopt a final “award” or
“sale” resolution setting forth the specific terms of the offering. In certain jurisdictions, the governing
body will act by means of an ordinance (“authorizing ordinance”) rather than by resolution. See: BOND
CONTRACT; BOND RESOLUTION; ORDINANCE; RESOLUTION. Compare: AWARD RESOLUTION;
INDUCEMENT RESOLUTION; MASTER RESOLUTION; REIMBURSEMENT RESOLUTION.

AUTOMATED CUSTOMER ACCOUNT TRANSFER SERVICE (ACATS) - A service provided by National
Securities Clearing Corporation used by financial institutions, including municipal securities dealers,

to transfer customer accounts from one firm to another. See: NATIONAL SECURITIES CLEARING
CORPORATION.

AVAILABLE REVENUES - The funds obligated for the payment of debt service and the making of other
deposits required by the bond.

Gross Pledge or Gross Revenue Pledge - A pledge that all revenues received will be used for debt
service prior to deductions for any other costs or expenses. Many bond contracts with gross
revenue pledges have provisions permitting the bond trustee to use gross revenues to pay
operating expenses prior to debt service.

Net Pledge or Net Revenue Pledge - A pledge that revenues less deductions for specified costs
and expenses will be used for payment of debt service.

See: NET REVENUES.
AVERAGE ANNUAL DEBT SERVICE - See: DEBT SERVICE.

AVERAGE COUPON - A calculation of the total interest cost for a bond issue expressed as a
percentage. The average coupon is equal to the total interest payments of an issue divided by bond year
dollars.

AVERAGE LIFE - With respect to an issue of bonds, the weighted period of time required to repay
half of the issue through scheduled principal payments (e.g., maturity, sinking fund redemption, etc.).
The average life, also referred to as the “weighted average life” or “weighted average maturity” or
“WAM," is a reflection of the rapidity with which 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 (one bond equals $1,000 par amount, regardless of actual denomination). Note

10 A
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that this computation method does not take into account the time value of the principal amounts. The
formula for this computation is:

Total Bond Years

A life =
verage fire Number of Bonds

EXAMPLE:

For each maturity, bond years = amount maturing in that year X number of years from
closing to maturity.

PERIOD PRINCIPAL BOND YEARS
1 2,000,000 2,000,000
2 4,000,000 8,000,000
3 6,000,000 18,000,000
12,000,000 28,000,000

Average Life = 28,000,000/12,000,000 = 2.333 years

See: BOND YEAR; EXPECTED AVERAGE LIFE; PLANNED AMORTIZATION CLASS BOND; SINKER,;
SPEED.

AWARD - The official acceptance by the issuer of a bid or offer to purchase a new issue of municipal
securities by an underwriter. The date of the award is generally considered the “sale date” of an issue.
See: BID; BOND PURCHASE AGREEMENT; FORMAL AWARD. Compare: VERBAL AWARD.

AWARD RESOLUTION - With respect to a new issue of municipal securities, the issuer’s resolution,
sometimes referred to as the “sale resolution,” authorizing the sale of the securities and approving

the specific terms of the offering. See: BOND RESOLUTION; RESOLUTION; SERIES RESOLUTION.
Compare: AUTHORIZING RESOLUTION.




MSRB Glossary of Municipal Securities Terms

BACK-END LOAD - A sales charge or commission payable by an investor at the time of redemption

of a municipal fund security. This charge is considered contingent because the amount of such charge
typically will be reduced the longer the investor holds its investment and often will be eliminated after a
specified period of time. See: LOAD; MUNICIPAL FUND SECURITY. Compare: FRONT-END LOAD.

BAD MONEY or BAD USE - Limitations imposed by the Internal Revenue Code that restrict the amount
of bond proceeds that may be used for non-qualifying activities, generally 10 percent for governmental
bonds and 5 percent for private activity bonds.

BALANCE ORDER - An instruction, generated by a registered clearing agency operating a system

for the comparison and netting of inter-dealer transactions, that reflects an obligation of a municipal
securities dealer to deliver securities to (a “deliver balance order” or “DBQ"), or receive securities from
(a “receive balance order” or “RBO"), another municipal securities dealer. Compare: NETTING.

BALLOON MATURITY — A maturity within a serial issue of securities (usually the last maturity) that
contains a disproportionately large percentage of the principal amount of the issue. The payment of
the balloon may be contingent upon or presume some form of refinancing or other event. See: SERIAL
BONDS. Compare: BULLET; TERM BONDS.

BALLOON PAYMENT - The principal payment on a balloon maturity. See: BALLOON MATURITY.
BANK DEALER - A bank or separately identifiable department or division of a bank engaged in the
business of effecting municipal securities transactions. Bank dealers must be registered with the SEC and

the MSRB. See: DEALER; MUNICIPAL SECURITIES DEALER.

BANK ELIGIBLE SECURITIES - Securities in which banks are permitted to invest under federal banking
and securities laws.

BANK LOAN - See: DIRECT LOAN.
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BANK QUALIFIED (BQ) - Designation given to a public purpose bond offering by the issuer if it
reasonably expects to issue in the calendar year of such offering no more than $10 million ($30 million
for bonds issued in 2009-2010) of bonds of the type required to be included in making such calculation
under the Internal Revenue Code. When purchased by a commercial bank for its portfolio, the bank may
deduct a portion of the interest cost of carry for the position. A bond that is bank qualified is also known
as a “qualified tax-exempt obligation.”

BASIS - See: BASIS PRICE.

BASIS POINT (BP) - .01 or 1/100 of 1 percent of yield. Smallest measure used in quoting yields on
bonds or notes. For example, if a yield increases from 3.00 percent to 3.01 percent, the difference is
referred to as a one basis point increase. Often a basis point is referred to as a “bp.”

BASIS PRICE - A price of a security expressed in terms of the yield or percentage of return to be
realized by the purchaser. Sometimes referred to as the security’s basis or its yield price. Compare:
DOLLAR PRICE.

BEARER BOND - A bond that is presumed to be owned by the person who holds it. Since 1983, tax-
exempt and other federally tax-advantaged bonds may not be issued in bearer form, with the exception
of obligations maturing in one year or less or obligations of a type not generally offered to the public.
Compare: REGISTERED BOND.

BENCHMARK - A reference point against which an interest rate, an index or a peer group of bond
prices or other values is measured.

BENEFICIAL OWNER - The person to whom the benefits of ownership of given securities accrue,
even though the securities might be held by, or in the name of, another person or held in an account
over which another person has investment discretion. Typically, a securities firm might hold securities in
“street name” at a securities depository with the beneficial owners of the securities only designated on
the firm’s records. Compare: BONDHOLDER.

BENEFITED PROPERTIES - Properties located within a specified area (e.g., local improvement district)
that receive a direct benefit from the construction of local improvements such as water lines, sewer
pipes, street improvements or sidewalks. Owners of benefited properties are typically assessed a share
of the cost of the improvements based on a formula that measures the relative benefit to each benefited
property. Such assessments are typically repaid over time and may secure the repayment of special
assessment bonds issued by local governments to fund the cost of the improvements. See: SPECIAL
ASSESSMENT; SPECIAL ASSESSMENT BOND.

BID - A bona fide offer to purchase securities at a specified price and yield. In a competitive bid
underwriting for a primary offering of municipal securities, a potential underwriter specifies the interest
rate(s) for each maturity and the purchase price in its bid to purchase the issue. In the secondary market,
a bid may be placed with a broker’s broker, on an alternative trading system or through other venues.
The purchase price is usually stated in terms of par, par plus a premium or par minus a discount. See:
AWARD; COMPETITIVE SALE. Compare: OFFER; QUALIFIED BID.

BID-ASK SPREAD or BID-ASK — See: SPREAD.
BIDDING LIMITATIONS - The restrictions established by the issuer in the notice of sale for a competitive

bid underwriting on the terms of bids submitted by prospective underwriters. Such restrictions might
include: maximum range of permissible interest rates; the number of different interest rates permitted; a
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particular interest rate structure (such as ascending coupons only, no zero-coupon bonds, etc.); and the
amount of any permitted discount or premium. See: COMPETITIVE SALE; NOTICE OF SALE.

BIDDING SYNDICATE - See: SYNDICATE.

BID FORM - A document, often included with the notice of sale for a competitive bid underwriting, to
be completed by underwriters submitting a bid on a new issue of municipal securities to be sold at a
competitive sale. A bidding underwriter will state on the bid form its proposed interest rate(s) on the
issue and the price it would be willing to pay for the new issue (subject to any conditions stated by the
issuer in the notice of sale). See: BIDDING LIMITATIONS; COMPETITIVE SALE; NOTICE OF SALE.

BID LIST - Inventory of bonds distributed by a holder or municipal securities dealer in order to obtain

bids.
BID-OFFER SPREAD - See: SPREAD.

BID WANTED - The process by which an investor or municipal securities dealer actively solicits bids on a
position of securities from the marketplace. Compare: OFFER WANTED.

BIG BOY LETTER - See: INVESTOR LETTER.
BILL - See: TREASURY SECURITIES.

BLIND POOL - A reference to any program under which bonds are issued to finance projects not yet
identified at the date of issue.

BLUE-SKY LAWS - A colloquial term for state securities laws derived from a statement that such laws
were directed at unethical promoters who “would sell building lots in the blue sky.” Although these

laws vary from state to state, most contain provisions concerning (a) prohibitions against fraud, (b)
regulation of broker-dealers and investment advisors doing business in the state, and (c) registration

of securities. Municipal securities are generally exempt from state securities registration requirements,
although municipal securities dealers selling them are subject to many states’ registration and regulatory
requirements. See: BLUE-SKY MEMORANDUM. Compare: LEGAL INVESTMENT SURVEY.

BLUE-SKY MEMORANDUM - A memorandum typically prepared by underwriter’s counsel describing
the treatment of a particular new issue of municipal securities under the blue-sky laws of the various
states. See: BLUE-SKY LAWS. Compare: LEGAL INVESTMENT SURVEY.

BOND - (1) The written evidence of debt, which upon presentation entitles the bondholder or owner
to a fixed sum of money plus interest. The debt bears a stated rate(s) of interest or states a formula for
determining that rate and matures on a date certain. (2) For purposes of computations made on a “per
bond” basis, a $1,000 increment of a security (no matter what the actual denominations are) (e.g. 10
bonds refers to a $10,000 investment). (3) Generally refers to debt securities with a maturity of greater
than the short-term range. See: MUNICIPAL SECURITIES.

BOND ANTICIPATION NOTE (BAN) - See: NOTE - Bond anticipation notes.
BOND BANK - Agency or instrumentality created in certain states to buy issues of bonds directly from

municipalities or other local governmental entities. The purchases are financed by the issuance of bonds
by the bond bank. Bond banks frequently provide low-cost financing for local governments.
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BOND CONTRACT - An agreement outlining the obligations of the issuer with respect to the issuance
and repayment of bonds. The terms of the agreement may be determined by reference to specified
documents associated with the bond issue. Typically, the bond resolution and/or trust indenture,
together with any other security agreements, constitute parts of the contract, as do those laws in force
at the time of issuance. The documents that form the bond contract vary according to the terms of each
issue. See: BOND RESOLUTION; TRUST INDENTURE.

BOND COUNSEL - An attorney or law firm retained, typically by the issuer, to give the traditional bond
counsel opinion. Such opinion customarily opines that the bonds have been validly issued and, if tax
exemption is intended, that the bonds are tax-exempt bonds. The opinion also may address related
matters, such as state or local tax exemption and the enforceability of certain security provisions.
Typically, bond counsel may prepare, or review and advise the issuer regarding, authorizing resolutions,
bond contracts, official statements, validation proceedings and litigation. See: LEGAL OPINION.
Compare: DISCLOSURE COUNSEL; SPECIAL TAX COUNSEL; UNDERWRITER’'S COUNSEL.

BOND COUNSEL OPINION - See: LEGAL OPINION.
BOND COVENANT - See: COVENANT.

BONDED DEBT - The portion of an issuer’s total tax-supported debt represented by outstanding bonds.
Bonded debt can be calculated in several manners:

Direct Debt or Gross Bonded Debt — The sum of the total bonded debt and any short-term debt
of the issuer. Direct debt may be incurred in the issuer’'s own name or assumed through the
annexation of territory or consolidation with another governmental unit.

Net Direct Debt or Net Bonded Debt — Direct debt less sinking fund accumulations and all self-
supporting debt.

Overall Debt or Total Overall Debt or Total Direct and Overlapping Debt — Total direct debt plus
the issuer’s applicable share of the total debt of all overlapping jurisdictions.

Net Overall Debt or Total Direct and Overlapping Debt — Net direct debt plus the issuer’s
applicable share of the net debt of all overlapping jurisdictions.

Overlapping Debt - The issuer’s proportionate share of the debt of other local governmental units
that either overlap it (the issuer is located either wholly or partly within the geographic limits
of the other units) or underlie it (the other units are located within the geographic limits of the
issuer). The debt is generally apportioned based upon relative assessed values.

See: DEBT RATIOS; TAX-SUPPORTED DEBT.
BOND ELECTION - See: BOND REFERENDUM.

BOND EQUIVALENT YIELD - The return on a discounted security figured on a basis that permits
comparison with interest-bearing securities. For a short-term (under six months) discounted security, the
bond equivalent yield is an annualized rate of return. For a longer term discounted security, the bond
equivalent yield is determined by a computation that adjusts for the absence of periodic payments over
the life of the security. See: DISCOUNTED SECURITY.
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BOND EXCHANGE TRADED FUND (BOND ETF) — An equity security that invests in debt securities.
While bond ETFs may invest in municipal securities, such bond ETFs are not themselves considered
municipal securities. See: EXCHANGE TRADED FUND.

BOND FISCAL YEAR - The 12-month accounting period, established under some bond contracts, used
in connection with an issue of bonds. Principal and interest payments are scheduled in accordance with
the bond fiscal year. The bond fiscal year may not necessarily coincide with the issuer’s own fiscal year
and may be established in order to take full advantage of the scheduled cash flow of projected pledged
revenues. Compare: FISCAL YEAR.

BOND FUND - A colloquial term for an investment company that invests in debt securities. In the case
of a tax-exempt bond fund, the investment company holds a diversified portfolio of municipal securities
and units or shares in the investment company are sold to investors.

BOND FUTURES - See: FUTURES CONTRACT.

BONDHOLDER OR BONDOWNER - The person or entity having a true and legal ownership interest in
a municipal bond. In the case of book-entry only bonds, the beneficial owner will often be treated as the
bondholder in connection with certain key rights under the bond contract. See: BENEFICIAL OWNER;
BOOK-ENTRY ONLY (BEO).

BOND INSURANCE - A guarantee by a bond insurer of the payment of the principal of and interest
on municipal bonds as they become due should the issuer or obligated person fail to make required
payments. Bond insurance typically is acquired in conjunction with a new issue of municipal securities,
although insurance also is available for outstanding bonds trading in the secondary market. In the case
of insurance obtained at the time of issuance, the issuer of the policy typically is provided extensive
rights under the bond contract to control remedies in the event of a default. See: BOND INSURER;
CREDIT ENHANCEMENT; CREDIT FACILITY; SECONDARY INSURANCE; SURETY BOND.

BOND INSURER - An insurance company or consortium of insurance companies that issues bond
insurance policies to guarantee the payment of principal of and/or interest on bonds. See: BOND
INSURANCE.

BOND ORDINANCE - See: BOND RESOLUTION.

BOND POWER - A separate document attached to a certificated registered security that is used in lieu
of an assignment form to authorize the transfer of the security. As is the case with an assignment, bond
powers are often executed by the registered owner “in blank.” See: REGISTERED BOND; TRANSFER.
Compare: ASSIGNMENT.

BOND PREMIUM - See: ORIGINAL ISSUE PREMIUM.

BOND PROCEEDS - The money paid to the issuer by the purchaser or underwriter of a new issue

of municipal securities. These funds are used to finance the project or other purpose for which the
securities were issued and to pay certain costs of issuance as may be provided in the bond contract or
bond purchase agreement. See: NET PROCEEDS.

BOND PURCHASE AGREEMENT (BPA) — The contract between the underwriter and the issuer setting
forth the final terms, prices and conditions upon which the underwriter purchases a new issue of
municipal securities. A conduit borrower also is frequently a party to the bond purchase agreement in a
conduit financing. The bond purchase agreement is sometimes referred to as the “purchase contract.”

See: NEGOTIATED SALE; FORMAL AWARD. Compare: VERBAL AWARD.
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BOND REFERENDUM - A process whereby the voters of a governmental unit are given the opportunity
to approve or disapprove a proposed new issue of municipal securities. An election is most commonly
required in connection with general obligation or full faith and credit bonds. Requirements for voter
approval may be imposed by state constitution, statute or local ordinance.

BOND REGISTER - A record, kept by a transfer agent or registrar on behalf of the issuer, that lists the
names and addresses of the holders of registered bonds. See: BONDHOLDER; REGISTERED BOND;
REGISTRAR; TRANSFER AGENT.

BOND RESOLUTION - The document or documents in which the issuer authorizes the issuance and
sale of municipal securities. Issuance of the securities is usually approved in the authorizing resolution,
and sale is usually authorized in a separate document known as the “sale” or “award” resolution.

All such resolutions, read together, constitute the bond resolution, which describes the nature of the
obligation, the issuer’s duties to the bondholders and the issuer’s rights with respect to the obligations
and the security for the obligations. In certain jurisdictions, the governing body will act by means of an
ordinance (“bond ordinance”) rather than by resolution. See: AUTHORIZING RESOLUTION; AWARD
RESOLUTION; BOND CONTRACT; MASTER RESOLUTION; ORDINANCE; RESOLUTION. Compare:
INDENTURE.

BOND SWAP - See: SWAP.

BOND TRANSCRIPT - All legal and financial documents, including bond counsel’s legal opinion and
other opinions, associated with the offering of a new issue of municipal securities.

BOND YEAR - A unit of $1,000 of debt outstanding for one year. The number of bond years in an issue
is equal to the product of the number of bonds (with one bond equal to $1,000 regardless of actual
authorized denominations) and the number of years from the dated date (or other stated date) to the
stated maturity. The total number of bond years is used in calculating the average life of an issue and its
net interest cost. Computations are often made of bond years for each maturity or for each coupon rate,
as well as total bond years for an entire issue. See: AVERAGE LIFE; NET INTEREST COST.

BOND YEAR DOLLARS - An amount equal to the number of bond years in an issue multiplied by
$1,000.

BOND YIELD - The semi-annual discount rate that equates the principal and interest payments to the
original issue proceeds. See: YIELD.

BOOK-ENTRY CLEARANCE - A system for the transfer of ownership of securities through entries on the
records of a centralized agency. The centralized agency holds securities on behalf of their owners; when
the securities are sold, ownership is transferred by bookkeeping entry from the seller to the purchaser.
For municipal securities, book-entry clearance is currently made available through a depository trust

and clearing corporation, which holds immobilized securities and acts on behalf of its participants. See:
BOOK-ENTRY ONLY; DEPOSITORY TRUST AND CLEARING CORPORATION (DTCC).

BOOK-ENTRY ONLY (BEO) or BOOK-ENTRY SECURITY - A security that is not available to purchasers
in physical form. Municipal securities are typically held in the form of a single, global certificate.
Ownership interests of, and transfers of ownership by, investors are reflected solely by appropriate

books and records entries of the depository. Most municipal securities are in book-entry only form. See:
GLOBAL CERTIFICATE. Compare: CERTIFICATED SECURITY.

BOOKRUNNING MANAGER - See: MANAGER.
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BOOK VALUE - The value at which a security is carried on the financial records of its owner. This value
may be the original cost of acquisition of the security or original cost adjusted by amortization of a
premium or accretion of a discount. The book value may differ from the security’s current market value.
Compare: MARKET VALUE.

BRACKET - Groupings of underwriters determined by underwriting liabilities of each firm in a syndicate.
Tombstone advertising is normally in bracket order, with each firm appearing alphabetically within a
given bracket.

BROKER - (1) A person or firm that is engaged in the business of effecting securities transactions for the
account of others. A broker engaged in the business of effecting such transactions in municipal securities
is known as a “municipal securities broker.” Broker is defined in the Securities Exchange Act of 1934.

(2) Commonly used to refer to a registered representative or a municipal securities representative
who interacts directly with a customer.

See: BROKER-DEALER. Compare: BROKER'S BROKER; DEALER.

BROKER-DEALER - A general term for a securities firm that is engaged in both buying and selling
securities for customers (i.e., agency or riskless principal trades) and/or for its own account (i.e., principal
trades). See: BROKER; DEALER. Compare: BROKER'S BROKER; BANK DEALER.

BROKER’S BROKER - A dealer or a separately operated and supervised division or unit of a dealer that
principally effects transactions for other dealers or that holds itself out as a broker’s broker. A broker’s
broker engaged in the business of effecting transactions in municipal securities is known as a “municipal
securities broker’s broker” or, colloquially, a “voicebroker.” See: BROKER; MUNICIPAL SECURITIES
BROKER.

BUILD AMERICA BONDS (BABs) — Taxable municipal securities issued through December 31, 2010
under the American Recovery and Reinvestment Act of 2009 (ARRA). BABs may be direct pay subsidy
bonds or tax credit bonds. See: DIRECT PAY SUBSIDY BONDS; TAX CREDIT BONDS.

BULLET - A long-term maturity that has no amortization of principal prior to maturity. Compare:
BALLOON MATURITY; SERIAL BONDS; TERM BONDS.

BUY-IN - See: CLOSE-OUT.

18 B



MSRB Glossary of Municipal Securities Terms

CALAMITY CALL - See: CATASTROPHE CALL.

CALENDAR - Colloquial term for a list of new municipal securities issues scheduled to come to market
in the near future. Compare: VISIBLE SUPPLY.

CALL - See: REDEMPTION.

CALLABLE BOND - A bond that the issuer is permitted to redeem before the stated maturity at a
specified price, usually at or above par, by giving notice of redemption in a manner specified in the
bond contract. In the case of zero coupon bonds, the call will be effected at equal to or greater than
the compounded accreted value. See: REDEMPTION; REDEMPTION PROVISIONS. Compare: NON-
CALLABLE BOND.

CALL DATE - The date on which bonds may be called for redemption as specified by the bond contract.
See: REDEMPTION; REDEMPTION PROVISIONS.

CALL FEATURES - See: REDEMPTION PROVISIONS.

CALL PRICE - The price, as established in the bond contract, at which securities will be redeemed, if
called. The call price is generally at or above par (or the compound accreted value in the case of zero
coupon and some deeply-discounted original issue discount securities) and is stated as a percentage of
the principal amount called. See: PREMIUM CALL PRICE; REDEMPTION PREMIUM; REDEMPTION
PROVISIONS.

CALL PROTECTION - The aspects of the redemption provisions of an issue of callable bonds that
partially protect an investor against an issuer’s prepayment of the bonds prior to maturity or act as a
disincentive to the issuer’s exercise of its call privileges. These features may include restrictions on an
issuer’s right to call bonds for a period of time after issuance (for example, an issue that cannot be called
for ten years after its issuance is said to have “ten years of call protection” or “ten-year no-call”) or
requirements that an issuer pay a premium call price for bonds called within a certain period of time after
issuance. See: PREMIUM CALL PRICE; REDEMPTION PROVISIONS.
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CAPITAL APPRECIATION BOND (CAB) - A municipal security on which the investment return on an
initial principal amount is reinvested at a stated compounded rate until maturity. At maturity the investor
receives a single payment (the “maturity value”) representing both the initial principal amount and the
total investment return. CABs typically are sold at a deeply discounted price with maturity values in
multiples of $5,000. CABs are distinct from traditional zero coupon bonds because the investment return
is considered to be in the form of compounded interest rather than accreted original issue discount.

For this reason only the initial principal amount of a CAB would be counted against a municipal issuer’s
statutory debt limit, rather than the total par value, as in the case of a traditional zero coupon bond. See:
COMPOUND ACCRETED VALUE. Compare: CURRENT INTEREST BOND; ZERO COUPON BOND.

CAPITALIZED INTEREST - A portion of the proceeds of an issue that is set aside to pay interest on the
securities for a specified period of time. Interest is commonly capitalized for the construction period of
a revenue-producing project, and sometimes for a period thereafter, so that debt service expense does
not begin until the project is expected to be operational and producing revenues. Capitalized interest is
sometimes referred to as “funded interest.”

CAPITALIZED INTEREST ACCOUNT - An account under the bond contract in which a portion of the
bond proceeds are deposited to pay capitalized interest on the bonds. See: CAPITALIZED INTEREST.

CARRYING BROKER - See: CLEARING BROKER.

CARRYING COST - The interest expense incurred in financing an inventory of securities. It is considered
"negative carry” when the cost incurred in borrowing to finance the holding of securities exceeds the
income from the securities and “positive carry” when the yield of the securities is in excess of the interest
cost of the funds borrowed to finance the holding of the securities.

CASH TRADE - A securities transaction in which the settlement date is the same as the trade date.
Compare: EXTENDED SETTLEMENT; REGULAR WAY TRADE.

CATASTROPHE CALL or CALAMITY CALL - An extraordinary redemption triggered by the destruction
of or substantial damage to the facilities from which the revenues of the bond were payable. See:
EXTRAORDINARY CALL; REDEMPTION PROVISIONS.

CEILING - See: INTEREST RATE CAP.

CERTIFICATED SECURITY - A security evidenced by a physical document setting forth certain
information concerning the issuer of the security and details of the specific issue. Such a security is
also described as being available in physical or “definitive form.” See: BEARER BOND; REGISTERED
BOND. Compare: BOOK-ENTRY ONLY.

CERTIFICATE OF PARTICIPATION (COP) — An instrument evidencing a pro rata share in a specific
pledged revenue stream, usually lease payments by the issuer that are typically subject to annual
appropriation. The certificate generally entitles the holder to receive a share, or participation, in the
payments from a particular project. The payments are passed through the lessor to the certificate
holders. The lessor typically assigns the lease and the payments to a trustee, which then distributes the
payments to the certificate holders. See: ABATEMENT CLAUSE; LEASE-PURCHASE AGREEMENT;
NON-APPROPRIATION CLAUSE; MUNICIPAL SECURITIES. Compare: LEASE RENTAL BOND.

CHANGE IN USE CALL - An extraordinary redemption that results from a change in use of a project
financed with bond proceeds that may cause interest on tax-exempt bonds to become taxable. See:
EXTRAORDINARY CALL.
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CHURNING - An improper practice in which an investment professional effects an excessive number of
securities transactions chiefly for the purpose of maximizing the income (in commissions, sales credits or
mark-ups) derived from the customer’s account for the investment professional’s benefit.

CINDERELLA TAXABLE EXCHANGEABLE BOND - See: TAXABLE EXCHANGEABLE BOND.

CLEAN RENEWABLE ENERGY BONDS (CREBs) — Bonds issued to finance certain types of renewable
energy projects such as solar, wind and geothermal. These bonds provide the bondholder with a federal
tax credit in lieu of payment of interest. See: TAX CREDIT BONDS. Compare: NEW CREB:s.

CLEARANCE - The process of matching and novating (the act of replacing one participating member of
a contract with another) interdealer trades. Securities that are required to be cleared are submitted to a
registered clearing agency for clearance and settlement. Compare: SETTLEMENT.

CLEARING AGENCY - See: REGISTERED CLEARING AGENCY.

CLEARING AGENT - A broker-dealer or bank that handles the clearance and settlement of securities
transactions on behalf of its clients. The term generally is not used to refer to one of the registered
clearing agencies.

CLEARING BROKER - A broker-dealer that acts as clearing agent in connection with a municipal
securities transaction. In addition to handling its own transactions, a clearing broker can provide clearing
agent services to other broker-dealers, such as introducing brokers and other market participants. A
clearing broker may provide such back office and related recordkeeping functions on either a fully
disclosed or omnibus basis. In a “fully disclosed” relationship, the introducing broker must disclose

the identity and other relevant information regarding the client to the clearing broker. See: CLEARING
AGENT; INTRODUCING BROKER.

CLEARING CORPORATION - A registered clearing agency that provides specialized comparison,
clearance and settlement services for its members. A clearing corporation typically offers services such
as automated comparison systems and transaction netting systems. See: NATIONAL SECURITIES
CLEARING CORPORATION; REGISTERED CLEARING AGENCY. Compare: DEPOSITORY.

CLOSED END FUND - A fund with a fixed number of shares.

CLOSED LIEN or CLOSED END LIEN - A general characterization of the security provisions on a
revenue bond where these provisions preclude the issuer from issuing any additional bonds that have an
equal claim on the pledged revenues or other security. Compare: OPEN END LIEN.

CLOSE-OUT - A procedure that permits a municipal securities dealer that has purchased securities
from another municipal securities dealer but has not yet received them (or, as a seller of securities, has
tendered a good delivery of the securities but has had such delivery improperly rejected) to take action
to complete the transaction.

CLOSING - The exchange of securities for payment in a new issue. This generally involves participation
of representatives of the issuer, bond counsel, the underwriter and other relevant parties on the date of
delivery of a new issue of municipal securities. On the closing date, the issuer delivers the securities and
the requisite legal documents in exchange for the purchase price. In the case of book-entry securities,
global certificates typically are delivered to a registered clearing agency in advance of closing, with the
registered clearing agency effecting final delivery of the securities to the underwriter on the closing
date by means of book entries. Sometimes a “pre-closing” is held before delivery, typically on the day
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preceding closing, to review the adequacy of the closing procedures and documents. See: DELIVERY
DATE.

CODE - See: INTERNAL REVENUE CODE.

COLLAR - A swap agreement entered into by an issuer or obligor with a swap counterparty in
connection with variable rate debt that combines an interest rate cap and an interest rate floor. Such
arrangement is typically used to establish a minimum and maximum interest rate range that defines the
payment obligations of the swap parties with respect to the swap. The obligor remains responsible for
the payment of debt service on the bonds and typically will apply payments received under the collar to
offset such payments. See: INTEREST RATE CAP; INTEREST RATE FLOOR.

COLLATERALIZED DEBT OBLIGATION (CDO) - Asset-backed securities consisting of securitized
interests in pools of non-mortgage assets backed by bonds, loans, or other assets. Typically, multiple
classes or tranches of CDOs are issued secured by the same pool of assets. The payments from the pool
are applied to payments on the various classes of CDOs in a pre-determined order of priority.

COLLATERALIZED MORTGAGE OBLIGATION (CMO) - Asset-backed securities consisting of
securitized interests in pools of mortgage loans. Typically, multiple classes or tranches of CMOs are
issued secured by the same pool of mortgage loans. The mortgage repayments from the pool are
applied to payments on the various classes of CMOs in a pre-determined order of priority, resulting in
different rates of payments and different levels of risk with respect to the various classes of CMOs. See:
PLANNED AMORTIZATION CLASS BOND.

CO-MANAGER - See: MANAGER.

COMFORT LETTER - An independent accountant’s letter delivered to the underwriter at the sale

and closing of the issue that provides information concerning certain financial matters that may have
occurred since the last audited financial statements of the issuer or other borrower. Compare: AGREED
UPON PROCEDURES LETTER.

COMMERCIAL PAPER (CP) -See: NOTE — Commercial paper.

COMMISSION - A form of remuneration received by a municipal securities dealer purchasing or selling

securities when acting as agent for a customer. The commission is typically a charge to the customer of a
set fee per bond or transaction. The commission (or any other remuneration received) must be disclosed
to the customer as a separate item on the confirmation of an “as agent” transaction. See: “AS AGENT"
TRADE; CUSTOMER TRADE. Compare: CONCESSION; MARK-DOWN; MARK-UP.

COMMITMENT WIRE - A communication from the senior manager to syndicate members setting forth
the final terms of a new issue of municipal securities sent prior to the award of the securities. Syndicate
members will be committed to the underwriting at the terms set out in the wire unless such members
withdraw as may be permitted in the agreement among underwriters or other mutual agreement.
Compare: VERBAL AWARD; FORMAL AWARD.

COMMODITY FUTURES TRADING COMMISSION (CFTC) - An independent federal agency charged
with the regulation of commodity futures and option markets in the United States.
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COMPARISON - (1) The process of matching the data concerning an inter-dealer transaction specified
by each party to the transaction in order to determine that both parties agree on the details of the
transaction.

(2) A term used to refer to an inter-dealer confirmation. Compare: CONFIRMATION.
COMPETITIVE BID - See: COMPETITIVE SALE.

COMPETITIVE SALE - A method of sale chosen by an issuer, requesting underwriters to submit a firm
offer to purchase a new issue of municipal securities. The issuer awards the municipal securities to the
“winning” underwriter or syndicate presenting a bid complying with the terms of a Notice of Sale that
provides the lowest interest rate cost according to stipulated criteria set forth in the Notice of Sale. The
underwriting of securities in this manner is also referred to as a “public sale” or “competitive bid.” See:
NOTICE OF SALE. Compare: NEGOTIATED SALE.

COMPOUND ACCRETED VALUE (CAV) - The nominal value, at any given point in time, of a security
such as a capital appreciation bond, zero coupon bond or some deeply-discounted original issue
discount bond on which all or a portion of the investment return is received in the form of an accretion
from an initial principal amount to a maturity or redemption value. The compound accreted value as
of a given time is equal to the initial principal amount plus the accretion (calculated on the compound
interest method) to that date. A security’s compound accreted value may differ from its market value
depending on current interest rates. A schedule of compound accreted values for a security often is
made available to investors, such as in the official statement. See: ACCRETION OF DISCOUNT.

COMPOUND INTEREST METHOD - A calculation method that assumes that all coupon payments are
reinvested on the same frequency basis (and at the same rate) as the computed yield.

COMPRESSION - The tendency of a fixed income security with short-term redemption features to
increase in value for a given interest rate movement to a lesser degree than a similar security without
such features. Compare: SPREAD COMPRESSION.

COMPTROLLER OF THE CURRENCY - See: OFFICE OF THE COMPTROLLER OF THE CURRENCY.

CONCESSION - A price expressed in terms of a net offering price (in basis or dollar price terms) minus a
differential (in points or dollars per bond) granted between professionals. Compare: NET OFFERING.

CONDITIONAL CALL NOTICE or CONDITIONAL CALL - A notice of redemption published by an
issuer in which the issuer retains the right to rescind the notice and cancel the redemption. See: NOTICE
OF REDEMPTION.

CONDITIONAL RATING - See: PROVISIONAL RATING.

CONDUIT BORROWER - A borrower of bond proceeds in a conduit financing. See: CONDUIT
FINANCING; OBLIGOR; OBLIGATED PERSON. Compare: CONDUIT ISSUER.

CONDUIT FINANCING - The issuance of municipal securities by a governmental unit (referred to as the
“issuer” or “conduit issuer”) to finance a project to be used primarily by a third party, which may be a
for-profit entity engaged in private enterprise, a 501(c)(3) organization, or another governmental entity
(referred to as the “conduit borrower”). In a conduit financing, the conduit borrower is liable for making
debt service payments on the bonds. Industrial development bonds, multi-family housing revenue
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bonds and qualified 501(c)(3) bonds are common types of conduit financings. See: 501(c)(3); HOUSING
REVENUE BOND - Multi-family housing revenue bonds; INDUSTRIAL DEVELOPMENT BOND;
PRIVATE ACTIVITY BOND.

CONDUIT ISSUER - An issuer of municipal securities that issues securities on behalf of another entity.
See: CONDUIT FINANCING; OBLIGATED PERSON; OBLIGOR. Compare: CONDUIT BORROWER.

CONFIRMATION - A written summary of the details of a transaction involving the purchase or sale
of municipal securities provided by a municipal securities dealer to a customer. See: FINAL MONIES.
Compare: PERIODIC STATEMENT.

CONSTRUCTION FUND - See: PROJECT FUND.

CONSTRUCTION LOAN NOTE (CLN) - Notes issued to fund construction of projects (typically housing
projects). CLNs are repaid by the permanent financing, which may be provided from bond proceeds or
some pre-arranged commitment. See: NOTE - Construction loan note.

CONSULTING ENGINEER - An expert who assists in the preparation of feasibility studies for proposed
construction projects. See: FEASIBILITY STUDY.

CONTINGENT DEFERRED SALES CHARGE (CDSC) - See: BACK-END LOAD.

CONTINUING DISCLOSURE - Disclosure of material information relating to municipal securities
provided to the marketplace by the issuer of the securities or any other entity obligated with respect
to the securities after the initial issuance of municipal securities. Such disclosures include, but are not
limited to, annual financial information, certain operating information and notices about specified
events affecting the issuer, the obligor, the municipal securities or the project financed. Such
disclosures are required to be provided by the issuer or obligor to the MSRB's EMMA system for the
benefit of bondholders of the issuer's securities under continuing disclosure agreements entered
into as contemplated under SEC Rule 15¢2-12 or on a voluntary basis. See: ANNUAL FINANCIAL
INFORMATION; ELECTRONIC MUNICIPAL MARKET ACCESS SYSTEM; EVENT DISCLOSURE;
OBLIGATED PERSON; RULE 15c2-12; SECONDARY MARKET DISCLOSURE.

CONTINUING DISCLOSURE AGREEMENT or UNDERTAKING - The agreement or undertaking by
the issuer of municipal securities or an obligated person with respect to such securities to disseminate
annual financial information, certain operating information and disclosures concerning certain events
to the marketplace as provided for under SEC Rule 15¢2-12. A continuing disclosure agreement may
also provide for more frequent or additional disclosures beyond those contemplated by Rule 15¢2-12.
See: ANNUAL FINANCIAL INFORMATION; CONTINUING DISCLOSURE; EVENT DISCLOSURE;
OBLIGATED PERSON; RULE 15c2-12; SECONDARY MARKET DISCLOSURE.

CONTINUING EDUCATION - The regulatory requirement for municipal securities dealers to ensure

that registered personnel maintain appropriate and current training related to their municipal securities
activities. The continuing education program consists of a computer-based regulatory element, which is
delivered on a scheduled basis, and a firm element, which is conducted by each firm and is tailored to its
specific business.

CONTINUOUS CALL - A redemption of bonds that may occur at any time after the initial call date upon
any required notice. See: REDEMPTION PROVISIONS.

CONTINUOUS NET SETTLEMENT (CNS) SYSTEM - See: NETTING.

24 (o



MSRB Glossary of Municipal Securities Terms

CONTINUOUS OFFERING - A primary offering of municipal securities in which the issuer issues and
delivers the securities to the underwriter for redelivery to customers over an extended period of time,
rather than issuing and delivering the securities to the underwriter on a single date. Municipal fund
securities generally are issued in a continuous offering. See: COMMERCIAL PAPER; MUNICIPAL FUND
SECURITIES; PRIMARY OFFERING.

CONTRACT CLAUSE - Federal and state constitutional provisions prohibiting state governments from
enacting any law that impairs the obligation of an existing contract. The issue of contract impairment can
arise with respect to municipal securities when action is taken or proposed that has the effect of reducing
revenues pledged for payment of the securities or otherwise altering the security for their payment. Such
action may be invalid as an unconstitutional impairment of the bondholders’ contract with the issuer

or obligor, unless the bond contract permits amendments of the security provisions or substitution of
security.

CONTRA-PARTY or CONTRA-SIDE - The municipal securities dealer or customer to whom a person has
sold municipal securities or from whom a person has purchased municipal securities.

CONVERGENCE - The tendency of the market value of a security to approach its redemption price or
maturity value as the date of redemption or maturity draws nearer.

CONVERTIBLE BOND - A bond having a fundamental feature that changes in a prescribed manner at a
future date, typically determined by the issuer upon the meeting of specified conditions.

CONVEXITY - A measure of the price sensitivity of a fixed income security to changes in interest rates.
“Convexity” refers to the shape of the price curve when graphed against theoretical interest rate points.
Convexity is influenced by such factors as the coupon rate, maturity and any calls that may or may not
exist. Prices rise at increasing rates as yields fall and prices decline at decreasing rates as yields rise.
Compare: DURATION.

COSTS OF ISSUANCE - Expenses associated with the sale of a new issue of municipal securities,
including such items as underwriter's discount and financial advisory, bond counsel, other counsel and
rating agency fees and other expenses.

COSTS OF ISSUANCE ACCOUNT - An account under the bond contract in which bond proceeds and
other available funds are deposited pending disbursement to pay costs of issuance. See: COSTS OF
ISSUANCE.

COUPON BOND - An interest-bearing bond. See: COUPON; CURRENT INTEREST BOND. Compare:
CAPITAL APPRECIATION BOND; ZERO COUPON BOND.

COUPON EQUIVALENT YIELD - See: BOND EQUIVALENT YIELD.

COUPON OR COUPON RATE - The periodic rate of interest, usually calculated as an annual rate
payable on a security expressed as a percentage of the principal amount. The coupon rate, sometimes
referred to as the “nominal interest rate,” does not take into account any discount or premium in the
purchase price of the security. See: COUPON BOND; INTEREST RATE. Compare: CURRENT YIELD;
EFFECTIVE INTEREST RATE; YIELD TO MATURITY.

COVENANT or BOND COVENANT - Contractual obligations set forth in a bond contract. Covenants
commonly made in connection with a bond issue may include covenants to charge fees sufficient to
provide required pledged revenues (called a “rate covenant”); to maintain casualty insurance on the
project; to complete, maintain and operate the project; not to sell or encumber the project; not to issue
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parity bonds or other indebtedness unless certain tests are met ( “additional bonds” or “additional
indebtedness” covenant); and not to take actions that would cause tax-exempt interest on the bonds to
become taxable or otherwise become arbitrage bonds (“tax covenants”). A covenant whereby a party

is affirmatively obligated to undertake a duty in order to protect the interests of bondholders (e.g., to
maintain insurance) is referred to as an “affirmative” or “protective covenant.” A covenant whereby the
issuer obligates itself to refrain from performing certain actions (e.g., not to sell the project) is referred to
as a "negative covenant.”

COVER - The difference between the winning bid on a new issue or secondary market transaction and

the next highest bid. The cover bid on a new issue is most often expressed in terms of the difference in
the interest cost (in either basis point or gross dollar terms); on secondary market transactions it may be
expressed in terms of basis points or dollars per bond. See: COVER BID.

COVER BID - The next highest bid on a new issue or secondary market transaction that has been put
out to bid.

COVERAGE - The ratio of available revenues available annually to pay debt service over the annual
debt service requirement. This ratio is one indication of the availability of revenues for payment of debt
service. The formula for determining coverage, often referred to as “debt service coverage” or the
“coverage ratio,"” is as follows:

Available Revenues

Coverage = . .
Debt Service Requirement
EXAMPLE:
c $2,000,000 166
overage = —$’I,200,000 = .

See: ADDITIONAL BONDS COVENANT; DEBT SERVICE; PLEDGED REVENUES.
COVERAGE RATIO - See: COVERAGE.

CREDIT DEFAULT SWAP - An agreement that transfers the credit risk of a third party from the protection
buyer to a protection seller in exchange for a premium. See: SWAP.

CREDIT ENHANCEMENT - The use of the credit of an entity other than the issuer or obligor to provide
additional security in a bond or note financing. This term typically is used in the context of bond
insurance, bank letters of credit and other facilities, state intercept guarantees and credit programs of
federal or state governments or federal agencies, but also may refer more broadly to the use of any form

of guaranty, secondary source of payment or similar additional credit-improving instruments. See: BOND
INSURANCE; CREDIT FACILITY; LETTER OF CREDIT; SECONDARY INSURANCE; SURETY BOND.

CREDIT FACILITY — An instrument that provides credit enhancement. See: CREDIT ENHANCEMENT.
Compare: LIQUIDITY FACILITY.

CREDIT WATCH - An announcement issued by a rating agency to the market of potential changes,
either positive or negative, in the rating of an issue of outstanding securities. Such securities sometimes
are said to be placed on a “watchlist” or on “rating watch.” See: DOWNGRADE; RATING AGENCY;
RATINGS; UPGRADE.
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CROSS OR CROSS TRADE - A trade where a broker buys bonds from one customer and sells them to
another customer simultaneously at current market prices.

CROSSOVER BUYER - An investor who typically invests in taxable securities but will “crossover” to
invest in the tax-exempt market.

CROSSOVER REFUNDING - See: ADVANCE REFUNDING.

CURRENT COUPON - A coupon rate that is the same or similar to interest rates on new issues of
municipal securities being sold at the same time. A bond with a current coupon would be trading at
a price close to par and would have a yield to maturity approximately equal to its coupon rate. See:
COUPON RATE.

CURRENT INTEREST BOND - A bond on which interest payments are made to the bondholders on
a periodic basis. This term is most often used in the context of an issue of bonds that includes both
capital appreciation bonds and current interest bonds. Compare: CAPITAL APPRECIATION BOND;
DISCOUNTED SECURITY; ZERO COUPON BOND.

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.
Certain federal income tax rules relating to permitted yields of invested proceeds of the refunding issue,
rebate of arbitrage earnings and the ability to refund certain types of municipal securities may be less
restrictive in the case of current refundings as contrasted with advance refundings. Compare: ADVANCE
REFUNDING.

CURRENT YIELD - The ratio of the annual dollar amount of interest paid on a security to the purchase
price or market price of the security, stated as a percentage. For example, a $1,000 bond purchased

at par with a 5 percent coupon pays $50 per year, or a current yield of 5 percent. The same bond,

if purchased at a discount price of $800, would have a current yield of 6.25 percent. A $1,000 bond
purchased at a premium price of $1,200 would have a current yield of 4.1 percent. Compare: YIELD TO
CALL; YIELD TO MATURITY.

CUSHION BOND - A bond trading with a coupon rate higher than the then prevailing coupon rates,
and therefore trading at a higher dollar price. Such bonds are typically priced to the call and create a
substantially higher yield to maturity as compared to yield to call. The bond “cushions” because the
dollar value of one basis point (.01) priced to the call is less than if priced to maturity; therefore, the
volatility is reduced. See: KICKER BOND.

CUSIP NUMBER - An identification number assigned by the CUSIP Service Bureau to each maturity of
an issue intended to help facilitate the identification and clearance of securities. In some cases, separate
CUSIP numbers may be assigned to different portions of a maturity that bear different interest rates or
where differences exist in the terms of the securities of such maturity that may impair the fungibility of
the securities within the maturity. For example, if a portion of a maturity has been advance refunded and
the remaining portion remains outstanding, each portion will be assigned a separate CUSIP number.
CUSIP is an acronym for Committee on Uniform Securities |dentification Procedures.

CUSTODIAL RECEIPTS — Secondary market products that represent an indirect interest in a taxable or
tax-exempt bond or a pool of bonds held by a custodian.

CUSTOMER ALLOCATION - The division into multiple customer accounts of a block of municipal
securities purchased by an investment adviser or other professional for its customers.
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CUSTOMER COMPLAINT - Any written statement alleging a grievance involving the activities of the
municipal securities dealer or any associated persons of such municipal securities dealer with respect to
any matter involving a customer’s account.

CUSTOMER TRADE or TRANSACTION - A municipal securities trade between a municipal securities
dealer and a counterparty that is not a municipal securities dealer, either as agent or principal. Compare:

INTER-DEALER TRADE.

CUT-OFF PRICE - See: DE MINIMIS DISCOUNT.
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DATED DATE - The date from which interest on a new issue of municipal securities typically starts to
accrue. This date is often used to identify a particular series of bonds of an issuer. Compare: DELIVERY
DATE.

DEALER - A person or firm engaged in the business of effecting securities transactions for that person'’s
or firm's own account. Dealer is defined in the Securities Exchange Act of 1934. See: BROKER-DEALER;
MUNICIPAL SECURITIES DEALER. Compare: BROKER.

DEBENTURE - Refers generally to a debt instrument issued under an indenture or bond contract backed
solely by the general credit of the issuer. Debentures are not secured by a pledge against any specific
revenues, property or other asset of the issuer. The term “debenture” may also refer to the bond contract
that governs the issuance of the instrument and the covenants relating thereto.

DEBT LIMIT — The maximum principal amount o