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Points of Discussion 
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•  The Importance of Understanding Your Project 

•  What Factors Determine the Success of Your Project? 

•  Development of Project Funding Profile 

•  What a Development Authority Needs to Know About Bonds & Finance 
 
•  Questions 

•  Contact Info 
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•  What is the purpose of the 
project? 

 
•  H o w w i l l i t i m p a c t o u r 

community? 
 
•  What resources are required from 

our community or available to our 
community to facilitate the 
completion of any project? 

•  Does the project fulfill the 
community’s long-term vision? 

The Importance of Understanding Your Project  

The Municipal Perspective 

What do you want and what are you willing to do to accomplish your goals? 
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The	Private	Entity/Developer	Perspective	

•  What is the purpose of the 
project? 

•  How feasible is my success? 

•  How can we utilize this 
p r o j e c t t o i m p a c t t h e 
community?  

•  What resources do I have to 
contribute  to the success of 
the project? 

•  What do I expect from the 
community? 

The Importance of Understanding Your Project  
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Factors that Determine Your Success 
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•  The private entity’s ability to effectively communicate its goals and objectives 
to its municipal partner with a clear understanding of the the community’s long-
term vision; 

•  The municipality’s ability to effectively communicate its goals and objectives 
with its own stakeholders; 

•  The community and the private entity’s ability to create a “win-win” scenario 
that reflects a shared vision and clear strategy to meet expectations and deliver 
results; and, 

•  Success, in any given project or endeavor, is directly proportional to the 
stakeholders’ investment and ability to engage a proven and experienced 
professional working group. 

What	is	Factors	Determine	the	Success	of	Your	Project?	



IRMA/Member of SEC/Member of MSRB 

Who’s Got My Money? 
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•  What are the Cash Costs to Complete the Proposed Project? 

•  What are the expectations of support from the private entity? 
•  Direct Equity (Cash and or Asset Contribution) 
•  Institutional Credit Support (Bank Loans) 
 

•  What are the expectations of support from the municipality? 
•  Direct Cost Offsets related to the Project? (Cash) 
•  Potential Credit Enhancements to Offset the Cost of Borrowed Funds? 
•  Zoning, Utility, General Fund Services, and  Infrastructure Costs (Cash) 

Step	I:	Development	of	Cash	Funded	Project	Profile	

CASH	IS	KING	and	every		successful	project	has	the	ability	to	convert	a	Capital	
Stack	into	CASH		
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The process of determining a funding profile 
is a negotiated outcome that is designed to 
convert financial resources to cash, 
appropriate financial risk, and define 
mandated outcomes from all financial 
stakeholders. 

Step	II:	Development	of	the	Project	Funding	Profile	(Capital	Stack)	

Who’s Got My Money? 
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Step III: Assessing the “Finance Ability” of the Project 

Who’s Got My Money? 

All  portions of the capital stack that rely on the monetization of future revenue streams are 
subject to  critical review and assessment. 



 
 
 
 
 
 
 
 
 
 
 
 
 

•  Small and recurring 
capital projects 

•  Projects build slowly 
over time 

•  Future Council 
flexibility 

•  Opportunity cost of 
funds 

•  Easiest source of money 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

•  Large capital 
expenditures 

•  Acquisition Projects 
•  Future revenues from 

Project available for 
debt service 

•  Interest and financing 
costs 

•  Staff resources required 
for financing 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

•  “Free” money with 
strings 

•  May require oversight 
or through review 

•  Application process can 
be drawn-out and 
competitive 

•  Timing of funds can be 
uncertain 

 
 
 
 
 
 
 
 
 
 
 
 
 

Cash (“Pay-As-You-
Go”) Bond Financing Federal and State  

Grants or Loans 

Ways Municipalities Fund Projects 

Introduction to the Use of Municipal Bonds 
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Introduction to the Use of Municipal Bonds 
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What is a Municipal Bond? 

•  A Promise of a Borrower (Issuer) to repay a Lender (Bondholder); 

•  Issuer receives upfront cash payment and owes annual payments at a fixed interest rate; 

•  Bondholder receives future repayment with interest. 

Personal Example – Home Mortgage 
•  Homeowner gets upfront cash from Bank to buy home; and 

 
•  Bank gets homeowner’s promise to make payments with interest. 

Government Bond Issuers Corporate Bond Issuers 
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•  Capital improvement Projects (community centers, public safety facilities, and parks and 
greenspace initiatives); 

 
•  Infrastructure Development (water, sewer, streets and utilities); and, 
 
•  Focused Sector Projects (multifamily housing, urban renewal projects, and economic 

development) 

Typical Projects Funded by Municipalities 

Introduction to the Use of Municipal Bonds 
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Basic Reasons for Issuing Municipal Bonds? 

Introduction to the Use of Municipal Bonds 

Capital
Improvement
Projects
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• Project Funding
• Restructuring/Refinancing Existing

Debt
• Some bonds can be redeemed prior

to maturity (called)
• If current market interest rates are

lower now than when the bond was
issued, it may make financial sense
to issue new bonds at the lower interest
rate to refund the outstanding bonds.

• Working Capital or Cash Flow
Management (short-term notes)
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Who Issues Tax-Exempt Bonds 

Introduction to the Use of Municipal Bonds 
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Tax –Exempt Nature of Municipal Bonds 

Introduction to the Use of Municipal Bonds 

•  Most municipal bonds are tax-
exempt; 

•  Bondholders do not pay State or 
Federal income tax on interest 
earnings from municipal bond; 

•  Investors are willing to purchase 
bonds at lower interest rate; 

•  IRS reprieve to help local 
governments fund projects and 
compete in the capital market 
for investors against corporate 
bond issuers; and, 

•  Government gives up income 
tax revenues from bondholders 
on the interest of the bond. 
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Introduction to the Use of Municipal Bonds 

Dan McRae’s Basic Rule on Governmental bonds 

A public body’s bonds will be tax-exempt, governmental 
purpose bonds UNLESS: 
•  There is too much private use; and, 
•  There is too much private payment or private security. 

The opposite of a governmental purpose is designated as 
“Private Activity”.  In this case additional rules and 
restrictions must be considered including: 

•  Potential for a “Private Loan” Test; 

•  Compliance with other tax rules; and  

•  Interest on Private Activity Bonds are not federally tax-exempt 
unless there is an exemption. Exemptions are hard to find. 
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Bond Structures and State Law Constraints 

Introduction to the Use of Municipal Bonds 

•  Bonds	are	secured	by	different	revenue	sources;	
•  Bonds	are	also	used	for	different	purposes	and	have	different	end	users;	

and,	
•  Some	bond	structures	require	voter	approval,	different	tax	treatment	and	

are	subject	to	borrowing	constraints	as	outlined	by	Federal	and	State	law.	

Bonds Repaid with 
Dedicated Taxes 

Bonds Repaid From 
General Fund 

Special Revenue 
Fund Bonds 

•  General Obligation 
Bonds 

•  Sales Tax Revenue  
•  Special Tax Assessment 
•  Tax Allocation  

(Redevelopment) 
•  Community 

Development Districts 
 

•  Lease Revenue Bonds 
•  Certificates of 

Participation (COPS) 
Assessment 

•  Contract Revenue 
Bonds 

•  Intergovernmental 
Agreements 

 

•  Enterprise Revenue 
•  Water/Sewer 
•  Airports 
•  Parking 
•  Solid Waste 
•  Housing 
•  Golf Courses 
•  Stadiums 

 



IRMA/Member of SEC/Member of MSRB 17 

Who Decides What Bonds a Development Authority Can Issue? 
•  A development authority can only issue bonds that State law allows it to issue. These laws apply as follows: 

•  Constitution-To All Authorities 
•  In addition, each type of Authority has its own governing law. 
•  Revenue Bond Law applies to ALL Authorities 
•  PILOT Restriction Act-To All Authorities 

Who Determines What Bonds are Designated as Tax-Exempt? 
•  Tax-exemption has nothing to do with Georgia Law; 
•  It is a Federal requirement that the bonds be legally issued under State Law. 
•  A bond issued by a Georgia Development Authority does not automatically mean it is tax-exempt under 

federal law. Additional exemptions and requirements must be considered. 

Who Determines What Bonds are Creditworthy? 
•  A bond induced or issued by a Georgia Development Authority does not automatically mean it is 

creditworthy or able to be funded. 
 

What	a	Development	Authority	Needs	to	Know	About	Bonds	and	Finance	

Introduction to the Use of Municipal Bonds 
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Questions 
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Contact Information
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