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Locations: 

Via videoconference at the following locations: 

 

 Old Assembly Chambers  

 Capitol Building, Second Floor Grant Sawyer State Office Building 

101 N. Carson Street 555 E. Washington Avenue, Suite 5100 

Carson City, NV 89701 Las Vegas, NV 89101 

 

 

 

Agenda Items: 

1. Public Comment 

Comments from the public are invited at this time.  Pursuant to NRS 241.020(2)(d)(7), the 

Board intends to limit to 10 minutes the time for an individual to speak and may impose 

reasonable restrictions on place or manner for such comment,  No restriction will be 

imposed based on viewpoint.  Comment will only be received on matters relevant to the 

Board’s jurisdiction.  The Board may discuss but is precluded from acting on items raised 

during Public Comment that are not on the agenda. 

 

 

2.  For discussion and possible action: Approval of the Board of Finance minutes from the 

meeting held on March 13, 2018. 

 

   Presenter:   Tara Hagan, Chief Deputy Treasurer  
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3. For discussion and possible action:  Discussion and possible action on the approval of the 

bonding programs to be included in the Fall 2018 issuance of general obligation and 

refunding bonds by the State of Nevada. 

(1) Department of Administration-Capital Improvement Projects (~$110 million) 

(a) 2017 CIP Tranche 2 (~$20 million) 

(b) 2017 CIP Reno DMV Building Tranche 2 (~$15 million) 

(c) 2017 CIP UNR Engineering Building Tranche 1 (~$25 million) 

(d) 2009 Build America Bond Refunding (~$50 million) 

(2) Department of Conservation and Natural Resources (~$3.5 million) 

(a) Historic Preservation Grants (~$1 million) 

(b) Tahoe Environmental Improvement Program (~$2.5 million) 

 

Presenter:  Lori Chatwood, Deputy Treasurer-Debt 

 

4. For discussion and possible action:  Discussion and possible action on a resolution 

authorizing the replacement of the existing paying agent for outstanding bonds guaranteed by 

the State Permanent School Fund in accordance with the applicable bond resolutions if so 

determined by the respective School Districts and the State Treasurer; and approving any 

necessary amendments to existing State Permanent School Fund Guarantee Agreements in 

connection with the replacement of such paying agent. 

 

Presenter:  Lori Chatwood, Deputy Treasurer-Debt 

 

5. For discussion and possible action:  Discussion and possible action regarding revisions to 

the State of Nevada Board of Finance and State Treasurer Debt Management Policy last 

amended on August 9, 2016 to update the Policy to conform to legislative and other changes 

in practices. 

 

Presenter:  Lori Chatwood, Deputy Treasurer-Debt 

 

6. Informational Item: Receive a report on the sale of the Highway Improvement Revenue 

(Motor Vehicle Fuel Tax) Bonds, Series 2018.  

 

Presenter:  Lori Chatwood, Deputy Treasurer-Debt 

 

7. Informational Item: Receive notification of the Underwriter Pool Solicitation Selection on 

March 1, 2018. 

 

Presenter:  Lori Chatwood, Deputy Treasurer-Debt 
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8. For discussion and possible action: Discussion and possible action on the Nevada 

Housing Division’s request to approve the Findings of Fact pertaining to the issuance of up 

to $20,000,000 of Multi-Unit Housing Revenue Bonds (Capistrano Pines Senior 

Apartments), for the purpose of acquisition and remodel of a 184-unit affordable housing 

rental project in Henderson, Nevada. The project owner/developer will be a limited 

partnership entity comprised of the Nevada HAND and the Raymond James Tax Credit 

Equity Fund, Inc. The Raymond James Tax Credit Equity Fund, Inc. will be the equity 

investor limited partner. Approval of the Board of Finance is required pursuant to NRS 

319.270(4). 

 

  Presenter:  Steve Aichroth, Administrator, Nevada Housing Division 

 

9. For discussion and possible action: Discussion and possible action (a) regarding the State 

Treasurer’s quarterly investment report for the quarter ended March 31, 2018 and (b) to 

approve or disapprove the Treasurer’s investment policies for the General Portfolio and the 

Local Government Investment Pool (LGIP). 

 

Presenter:  Tara Hagan, Chief Deputy Treasurer 

 

10. Board Members’ comments, including discussion of future agenda items and status of past, 

present and future projects or other matters within the Board’s jurisdiction. 

 

11. Public Comment 

Comments from the public are invited at this time.  Pursuant to NRS 241.020(2)(d)(7), the 

Board intends to limit to 10 minutes the time for an individual to speak and may impose 

reasonable restrictions on place or manner for such comment,  No restriction will be 

imposed based on viewpoint.  Comment will only be received on matters relevant to the 

Board’s jurisdiction.  The Board may discuss but is precluded from acting on items raised 

during Public Comment that are not on the agenda. 

 

 

 

ADJOURNMENT 

 

Notes: 

Items may be taken out of order; items may be combined for consideration by the public body; 

and items may be pulled or removed from the agenda at any time. 

 

Prior to the commencement and conclusion of a quasi judicial proceeding that may affect the due 

process rights of an individual, the Board may refuse to consider public comment.  See NRS 

233B.126. 

 

The State Board of Finance is pleased to make reasonable accommodations for persons with 

physical disabilities. Please call (775) 684-7109 if assistance is needed.   

 

Tara Hagan, Secretary to the Board may be contacted at (775) 684-5600 to obtain copies of 

supporting materials, which are available to the public at 101 N. Carson St., Carson City, NV 

89701.   
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THIS AGENDA HAS BEEN POSTED IN THE FOLLOWING PUBLIC LOCATIONS: 

 

 Capitol Building, 1
st
 & 2

nd
 Floors, Carson City, Nevada 

 Legislative Building, Carson City, Nevada  

 Nevada State Library, Carson City, Nevada 

 Blasdel Building, Carson City, Nevada  

 Grant Sawyer Building, Las Vegas, Nevada 

 City Halls in Reno, Elko and Henderson, Nevada 

 

Also online at: http://www.nevadatreasurer.gov/Finances/Board/BOF_Home/ and 

https://notice.nv.gov/ 
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STATE BOARD OF FINANCE 
March 13, 2018 – 1:00 PM 

Summary Minutes 
 
Location: 
Via videoconference at the following locations: 
 
 Old Assembly Chambers  Governor’s Office Conference Room 
 Capitol Building, Second Floor 555 E Washington Avenue, Suite 5100 
 101 N. Carson Street   Las Vegas, NV 89101   
 Carson City, NV 89701   
 
Governor Sandoval called the meeting to order at 1:00 P.M. 
 
Board members present:   
Governor Brian Sandoval – Carson City  
Treasurer Dan Schwartz – Las Vegas    
Controller Ron Knecht – Carson City 
Teresa Courrier – Carson City 
Steve Martin – Las Vegas 
 
Others present: 
Tara Hagan – Chief Deputy Treasurer 
Kim Schafer – Deputy Treasurer – Investments  
Lori Chatwood – Deputy Treasurer - Debt 
Dennis Belcourt – Deputy Attorney General  
David Paull – Nevada HAND 
CJ Manthe – Nevada Department of Business and Industry 
Gill Brewer – Nevada Housing Division 
Stephen Aichroth – Nevada Housing Division 
Michael Holiday – Nevada Housing Division 
Fred Eoff – Public Financial Management 
Terry Reynolds – Nevada Department of Business and Industry 
Jacob Carlton – Nevada Department of Business and Industry 
David Robertson – Nevada Department of Business and Industry 
Jacob LaRoe – Nevada Department of Business and Industry 
Gayle Robertson – Carson City Treasurer 
Eric Johnson – Department of Conversation and Natural Resources – Parks Division 
Tim Hunt - Department of Conversation and Natural Resources – Parks Division 
Jen Iden – Department of Conversation and Natural Resources – Parks Division 
Robert Nellis – Nevada Department of Transportation  
John Alphson – Nevada Rural Housing Authority  
Jenni Cartright  - Nevada Department of Administration  
Ryan Warburton – Gilmore and Bell 
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Agenda Item 1 – Public Comment.  

No public comment in Carson City or Las Vegas.  

Agenda Item 2 – For possible action – Approval of the Board of Finance minutes from the 
meeting held on January 23, 2018. 

Controller Knecht pointed out a typo on page 7 of the minutes which listed the name as Jason 
Wide, but the correct spelling is Jason “Zweig”. 

Controller Knecht moved to approve the minutes as amended. Teresa Courrier seconded the 
motion. Motion passed unanimously.  

Agenda Item 3 – For discussion and possible action: Discussion and possible action on a 
resolution designated by the short title "2018 Highway Improvement Revenue Bond Resolution"; 
authorizing the sale and issuance of the State of Nevada, Highway Improvement Revenue (Motor 
Vehicle Fuel Tax) Bonds, Series 2018 in the maximum aggregate principal amount of 
$140,000,000; providing the form, terms and conditions of the bonds; providing for the 
continued imposition and collection of certain fuel taxes deposited in the state highway fund; 
pledging the proceeds of excise taxes and any appropriate federal highway aid payable to the 
state to the payment of the bonds; ratifying action previously taken and pertaining thereto; and 
providing other related matters. 
 
Ms. Lori Chatwood presented the resolution which was approved by the Nevada Transportation 
Board. Ms. Chatwood stated that the Board approved a resolution requesting that the Board of 
Finance issue Highway Improvement Revenue Bonds  in an amount not to exceed $140,000,000. 
She stated that the bonds are special obligation bonds of the State paid by the Motor Vehicle 
Fuel Tax and that the bonds are not General Obligation bonds of the State and , therefore, not 
subject to the debt limit. Ms. Chatwood explained that the 2018 bonds are the fourth and final 
tranche of issuance anticipated to be required for the completion of Project Neon in Las Vegas 
and meet the requirements of over three-time coverage. 
 
Governor Sandoval asked if the total project savings was at or around $30 million.  
 
Mr. Robert Nellis with the Nevada Department of Transportation (NDOT) stated that the project 
originally sought approval for up to $564 million in bond sales but that the project has only used 
$520 million with a total savings of over $44 million. 
 
Steve Martin moved to approve Agenda Item 3. Teresa Courrier seconded the motion. Motion 
passed unanimously.  

Agenda Item 4 – For discussion and possible action: Discussion and possible action on the 
Nevada Housing Division’s request to approve the Findings of Fact pertaining to the issuance of 
up to $5,000,000 of Multi-Unit Housing Revenue Bonds (Desert Properties Apartments), for the 
purpose of acquisition and remodel of a 56-unit affordable housing rental project in Tonopah, 
Nevada. The project owner/developer will be Desert Properties Associates, LLC an entity 
comprised of the Nevada Rural Housing Authority and the Richman Group. The Richman Group 
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will be the equity investor limited partner. Approval of the Board of Finance is required pursuant 
to NRS 319.270(4).  

Mr. Steve Aichroth presented to the Board that the Nevada Housing Division is requesting the 
Board approve the Findings of Fact pertaining to the issuance of up to $5,000,000 of multi-unit 
Housing Revenue Bonds (Desert Properties Apartments) for the purpose of acquisition and 
remodel of a 56-unit affordable apartment complex in Tonopah, Nevada consisting of 36 family 
units and 20 senior units. He noted that the rental housing will serve low and fixed income 
families at or below 50% of area median income. He stated that the community is close to 
medical facilities and a supermarket on the south end of town. Mr. Aichroth stated that the 
Housing Division will be the conduit issuer on the bonds and there is no liability for the 
repayment of the bonds for neither the State of Nevada nor the Housing Division. He further 
noted that the project owner/developer will be Desert Properties Associates, LLC, an entity 
comprised of the Nevada Rural Housing Authority and the Richman Group. He noted that the 
Richman Group will be the equity investor limited partner and the bonds will be paid by the 
developer through project revenues and the project with be structured in two phases, the 
construction phase and the permanent phase. The debt will be either publicly offered or placed 
with a financial institution. 

Governor Sandoval asked if the project is a rehabilitation of exiting units to which Mr. Fred Eoff 
stated that was correct. Governor Sandoval noted he is extremely pleased to see this investment 
in Tonopah and rural Nevada.  

Treasurer Schwartz questioned the financial viability of this project and inquired about coverage 
for the bonds. Mr. Eoff noted that the 52 of the 56 units received project-based rental assistance 
from the United States Department of Agriculture (USDA) – Rural Development Section 515 
program; therefore, the majority of the tenants’ rent is subsidized and the size of the financing is 
subsidized by the Section 515 program too. He noted that these subsidies help ensure the 
financial viability of the project.  

Controller Knecht questioned the trend assumptions in the documentation and noted that the 
assumptions may also assist in the financial viability of the project. He questioned the vacancy 
rate of five percent and inquired if that could be exceeded on a consistent basis and whether it 
was conservative enough. Fred Eoff stated that the use of a five percent vacancy factor is 
typically used when they underwrite multi-unit family properties and the expectation is that 
because of the attractiveness and demand for these units, it’s highly unlikely the vacancy will 
rise to five percent. Mr. Eoff noted that the actual topline revenue derived by the project will be 
greater than the somewhat discounted level noted in the assumptions.  

Treasurer Schwartz and Controller Knecht noted their appreciation to see a project like this in 
rural Nevada and congratulated the Nevada Rural Housing for their hard work. 

Controller Knecht moved to approve Agenda Item 4. Teresa Courrier seconded the motion. 
Motion passed unanimously.  
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Agenda Item 5 – For discussion and possible action: Discussion and possible action on the 
request by the Director of the State of Nevada Department of Business and Industry (the 
“Director”) to approve the Findings of Fact pertaining to the issuance of charter school lease 
revenue bonds in an amount not to exceed $62,000,000 for the purpose of assisting in the 
financing the acquisition of charter school facilities and the related land and improvements to be 
initially owned on behalf of the Director by ZB, National Association dba Zions Bank and leased 
to and operated by Somerset Academy of Las Vegas for its educational purposes to be comprised 
of (i) an approximately 54,821 square-foot school building located on an approximately 4.61 
acre site located at 50 N. Stephanie Street in Henderson and (ii) an approximately 160,105 
square-foot school building located on an approximately 16.91 acre site located at 4650 Losee 
Road in North Las Vegas, each located in Clark County, Nevada.  Approval of the Board of 
Finance is required pursuant to NRS 388A.650. 
 
Ms. CJ Manthe presented to the Board that the Nevada Department of Business and Industry is 
requesting the Board approve the Findings of Fact pertaining to the issuance of charter school 
lease revenue bonds, for the Somerset Academy of Las Vegas, in the amount not to exceed 
$62,000,000. She noted that the tax exempt bonds will allow the public charter school to finance 
its facility at a lower cost which in turn keeps more money in the classroom to educate Nevada 
school children. She stated that the acquisition of the Stephanie campus, located in Henderson, 
and the Losee campus, located in North Las Vegas, are a part of this bond financing.  She noted 
that the Department of Business and Industry will be the conduit issuer on the bonds and that 
there is no liability to the state or the Department of Business and Industry. Ms. Manthe stated 
that the obligation for the repayment of the bonds is made by the Charter School from their 
revenues and secured by the property. 
 
Trevor Goodsell, with the Charter School, explained that they are looking to purchase two 
additional campuses, the Losee Campus and the Stephanie Campus. He noted that the Losee 
Campus is a K – 12 campus and the Stephanie Campus serves grades K – 8 and that both 
campuses are currently full and have extensive waiting lists. Mr. Goodsell stated that the project 
funds include two projects on the Losee campus which is lighting for the field and to renovating 
the floor in the cafeteria. He explained that the bond proceeds will help lower facility costs 
expenses which will in turn keep more money in the classroom to help in increasing teachers’ 
salaries and purchase additional classroom supplies. 
 
Ryan Warburton with Gilmore and Bell discussed the structure of the bonds and noted that this 
issuance is pari-passu with the issuance in 2015; therefore the additional structures and revenues 
will back both bond issuances. He noted that the state is a conduit issuer with no liability in 
regards to this issuance.  
 
Governor Sandoval questioned if there had been any issues with the payments to bond holders 
from the 2015 issuance. Mr. Warburton noted that there has been no issue.  
 
David Robertson, from Lewis Young, who is the financial advisor on the project explained the 
pricing on the bonds and stated that they have received cost numbers from the underwriters 
which has been promising and explained the bonds will be purchased by qualified institution 
buyers. He noted that there is indicative pricing on the bonds making it very competitive and it is 
structured similarly to how other bonds have been priced in the market.  He stated that the bonds 
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will be priced the first week of April 2018 and close towards the end of April. He noted that the 
savings to the school in regards to bonding versus leasing will be in excess of $800,000 per year.  
 
Controller Knecht asked for the projected interest rate on the bonds and Mr. Robertson stated the 
true interest cost or indicative rate is 5.45% - 5.5%. Controller Knecht questioned if the rates are 
being driven by the short-term policy rates or long-term market rates on the 10-year and 30-year 
Treasury. Mr. Robertson noted that these types bonds are pricing using the MMD or the 
Municipal Market Data Index which looks at a weighted average yields of municipal bonds. 
 
Teresa Courrier moved to approve Agenda Item 5. Steve Martin seconded the motion. Motion 
passed unanimously.  

Agenda Item 6 - Receive a report on bond expenditures as of December 31, 2017. 
 
Ms. Kimberly Shafer presented to the Board a report on the expenditures of bond proceeds as of 
December 31, 2017. She explained that the three reasons for the report are that it helps to ensure 
compliance with federal regulations which require a reasonable expectation of spending 85% of 
bond proceeds within the first three years of issuance, to avoid issuing and paying interest on 
proceeds while they go unspent and to assist in the planning and financing capital projects to 
reduce the state’s financing cost. Ms. Shafer reviewed the Summary of Report results to the 
Board, excluding 2017 issuances, stating there was $51.29 million of unspent bond proceeds and 
explained how those proceeds were categorized. Ms. Shafer stated that after three years of 
reporting post issuance expenditures to the Board, the Treasurer’s Office along with other using 
agencies, believe the formal process of reporting and monitoring bond expenditures is a 
worthwhile effort. 
 
No comments or questions from the Board. 
  
Agenda Item 7 – For possible action: Discussion and possible action on Carson City 
Treasurer’s request for approval of Government Portfolio Advisers, L.L.C. as an approved 
investment advisor pursuant to NRS 355.171, subsection 3. 

Tara Hagan presented a request for the Board to approve Carson City’s use of Government 
Portfolio Advisers as an approved investment advisor. Ms. Hagan stated that the State 
Treasurer’s Office utilizes GPA for their NVEST Program which is a longer term investment 
strategy for political subdivisions. 

No comments or questions from Board members. 

Controller KNECHT moved to approve Agenda Item 7. Teresa Courrier seconded the motion. 
Motion passed unanimously.  

Agenda Item 8 – For discussion and possible action: Discussion and possible action (a) 
regarding the State Treasurer’s quarterly investment report for the quarter ended December 31, 
2017 and (b) to approve or disapprove the Treasurer’s investment policies for the General 
Portfolio and the Local Government Investment Pool (LGIP). 
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Tara Hagan presented performance information to the Board regarding the fourth calendar 
quarter fixed income market and the performance of both the General Portfolio and LGIP 
portfolio. She noted since December 2016, the Federal Reserve has issued four interest rate 
hikes, bringing the rate up to 1.25% - 1.50%. She also noted that the market has priced at nearly 
100% probability of another interest rate hike in March 2018. Ms. Hagan stated that staff is 
taking a hard look at the benchmark for the entire General Portfolio and are anticipating on 
bringing the results back to the Board in June 2018 with an update. Ms. Hagan explained that the 
applicable Nevada statutory restrictions on corporate notes, sovereigns and supranational 
investments has had a negative impact on the outside managers’ performance (Chicago Equity 
Partners and MacKay Shields) versus the benchmark (Bloomberg Barclays Intermediate A or 
better Government Credit Index) . 

Teresa Courrier moved to approve Agenda Item 8. Controller KNECHT seconded the motion. 
Motion passed unanimously.  

Agenda Item 9 - Board Members’ comments, including discussion of future agenda items and 
status of past, present and future projects or other matters within the Board’s jurisdiction. 

No comments or questions from Board members. 

Agenda Item 10 – Public Comment 
 
There were no public comments in Carson City or Las Vegas.  
 
Meeting adjourned at 1:47pm.  
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Dan Schwartz 
State Treasurer 

 

 

STATE OF NEVADA 

OFFICE OF THE STATE TREASURER 

 

June 12, 2018 
State Board of Finance Meeting 
Agenda Item #5 Memo Page 1 
 

TO: Board of Finance (Board) Members 
 
FROM: Lori Chatwood, Deputy Treasurer of Debt Management 
 
SUBJECT: June 12, 2018 Agenda Item #5-Revisions to the State of Nevada Board of Finance 

and State Treasurer Debt Management Policy 
 
DATE: May 29, 2018 
 

 
Agenda Item #5 
 
For discussion and possible action: Discussion and possible action regarding revisions to 
the State of Nevada Board of Finance and State Treasurer Debt Management Policy last 
amended on August 9, 2016 to update the Policy to conform to legislative and other changes in 
practices.  
 
BACKGROUND: 
 
The Nevada Revised Statute (NRS) 349.225 states that unless otherwise provided by statute 
and with the exception for bonds issued by the Colorado River Commission of Nevada, any 
general obligation bond authorized on the behalf of and in the name of the State is subject to 
the review and approval of the Board. 
 
Additionally, NRS 226.110(10) provides that the State Treasurer is directly responsible for the 
issuance of any obligation authorized on the behalf and in the name of the State, other than 
certain housing and industrial development bonds.   
 
Consistent with best practices, the State maintains a debt management policy (the “State Board 
of Finance and State Treasurer Debt Management Policy” or the “Policy”) that sets general 
parameters for the issuance and maintenance of State debt by the State Treasurer’s Office.   
 
Pursuant to the Policy Section XIII-Review of Policy, the State Treasurer will review the Policy 
at least once every two years and any changes will only be made with the approval of the Board.  
The current version of the Policy was last revised in August 2016. 
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June 12, 2018 
State Board of Finance Meeting 
Agenda Item #3 Memo Page 2 
 

The State Treasurer’s Office has reviewed the 2016 Policy and requests approval of the 
following revisions: 
 
1. Miscellaneous corrections to typos and formatting changes; 
 
2. Conforming references and changes to legislative actions and specifically, the addition 
of the Economic Development Bonds Authorization in Section V(B)(3); 
  
3. Conforming references and changes to federal policy; 
 
4. Clarifications or modifications to administrative functions and specifically, the addition 
of the Custodial Accounts administration procedure in Section XII(A); and 
 
5. Delegation to the State Treasurer the authority to make non-material revisions to the 
Policy as specified in Section XIII. 
 
ATTACHMENT A to this memo is a redlined version of the August 2016 Policy reflecting the 
recommended changes. 
 
ATTACHMENT B to this memo is a clean copy of the Policy with the inclusion of the 
recommended revisions. 
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June 12, 2018 
State Board of Finance Meeting 
Agenda Item #3 Memo Page 3 
 

ATTACHMENT A 
 

State of Nevada 
Board of Finance and State Treasurer 

Debt Management Policy 
June 2018 

 
Red-lined with proposed revisions 
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June 12, 2018 
State Board of Finance Meeting 
Agenda Item #3 Memo Page 4 
 

ATTACHMENT B 
 

State of Nevada 
Board of Finance and State Treasurer 

Debt Management Policy 
June 2018 

 
Clean Copy 
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I. Introduction 
The Nevada State Board of Finance of the State of Nevada (the “Board”) hereby enacts this Debt 

Management Policy (the “Policy”) dated August 9, 2016June 12, 2018, which governs the issuance and 

management of all State debt and lease financings authorized by the Board of Finance with the exception of 

housing and industrial development revenue bonds issued by the Department of Business and Industry.  The 

primary objectives of this Policy are to establish conditions for the use of debt, to create procedures and 

policies that minimize the State’s debt service and issuance costs, to retain the highest practical credit rating, 

and to maintain full and complete financial disclosure and reporting.  The Office of the State Treasurer 

(“State Treasurer” or “Treasurer”) and staff responsible for the issuance and management of State debt in 

addition to the State Treasurer are the Chief Deputy State Treasurer and Deputy Treasurer of Debt 

Management, assisted by various other staff members. 

 

While adherence to this Policy is required in applicable circumstances, the State recognizes that changes in 

the capital markets, State programs, and other unforeseen circumstances may produce situations that are not 

covered by the Policy or require modifications or exceptions to achieve Policy goals. In these cases, specific 

prior authorization from the Board is necessary to provide management appropriate flexibility. 

 

II. Purposes of Debt Issuance 
Debt should be used to finance essential capital facilities, projects, and certain equipment when it is cost 

efficient and fiscally prudent, as well as to potentially finance certain liabilities of the State when the capital 

markets provide for a more efficient and economical means to finance these costs.  This Policy recognizes 

that the level of indebtedness incurred by the State represents a significant obligation of citizens of this 

State; therefore, prior to the issuance of any debt or lease financing, the State Treasurer and Board shall 

consider the various factors contained in this Policy, including compliance with all applicable laws, debt 

affordability and debt capacity requirements, the availability of other funding sources such as cash, and the 

integration of debt within the overall capital planning efforts of the State. 

 

A. Legal Authorization 
Constitutionally, gGeneral obligation bonds are required to be legislatively authorized for a specific purpose 

and are secured by the ad valorem tax portion dedicated to the payment of general obligation debt.  NRS 

226.110 (10) provides that the State Treasurer is directly responsible for the issuance of any obligation 

authorized on behalf and in the name of the State, other than certain housing and industrial development 

debt.  The State Treasurer is responsible for the following types of debt:  Capital Improvement Bonds, 

Municipal Bond Bank Bonds; State Revolving Fund Bonds; Cultural Centers Bonds; Highway Bonds; 

Natural Resources Bonds; Economic Development Bonds; Unemployment Compensation Bonds; Highway 

Improvement Revenue Bonds; and, other miscellaneous new money and refunding bonds and securities.  

The Colorado River Commission, the University of Nevada System of Higher Education, and the 

Department of Business and Industry issue various types of bonds under various levels of autonomy. 

 
NRS 355.010-355.045 created the  State Board of Finance.  NRS 349.225 requires that any general obligation 

bond, with the exception of certain bonds issued by the Colorado River Commission, be reviewed and 

approved by the Board of Finance.  Authorizing legislation for the issuance of State bonds will typically 

require the Board of Finance to approve the issuance of the bonds. 

 

B. Integration of Capital Improvement Plan and Debt 
As part of the biennial budget process, the Department of Administration, Public Works Division must 

identify requests for the financing of projects during the Capital Improvement Program (“CIP”) process.   At 

the same time, the State Treasurer shall prepare a Debt Affordability Analysis, as discussed in more detail in 

50



 

State of Nevada Board of Finance and State Treasurer 
Debt Management Policy 
Revised June 2018 Page 2 

 

Section III.B of this Policy, which shall be used to determine the maximum amount of general obligation 

(GO) bond financing available in the currentsubsequent biennium for capital projects and other bonding 

programs paid with the ad valorem tax revenue .  This Debt Affordability Analysis is utilized by the Director 

of the Governor’s Office of Finance in the preparation of the Governor’s recommended budget for the 

allocatingion of the State’s general obligation bonding capacity amongst the State’s bonding programs 

whose debt service is paid from ad valorem tax revenue .  The General Obligation Debt Capacity and 

Affordability Report which is compiled from the Debt Affordability Analysis  shall be presented to the 

Legislature at the beginning of each legislative session.  Each biennium, if there is adequate funding, a 

Capital Improvement Projects bill may be submitted to the Legislature, which identifies and authorizes 

projects to be financed through debt financing, which is subject to the results of the General Obligation Debt 

Capacity and Debt Affordability ReportAnalysis submitted to the Legislature. 

 

Debt financing should be used to finance or refinance only those capital improvements and long-term assets, 

or other costs directly associated with the financing of a project, which have been determined to be 

beneficial to the citizens of Nevada, and for which repayment sources have been identified.  Bonding or 

other forms of indebtedness should be used only after considering alternative funding sources, such as pay-

as-you-go funding from current revenues, Federal and State grants, and special assessments.  

 

C. New Money Financing 
The issuance of “new money” bonds are financings that generate bond proceeds for one of three purposes: 

 

(1) Direct expenditures on capital projects or equipment - These bond proceeds shall be used for 

acquisition, construction, reconstruction, replacement, extension or improvement of infrastructure or 

equipment.  New money bond proceeds shall not be used to fund operational activities.   

 

(2) Working capital purposes - Securitizations or monetization of state revenues for working capital 

purposes are permitted, subject to the following requirements: 

 

a) The bonds must meet US Department of Treasury requirements for working capital purposes. 

b) The term of the bonds issued and period of time that State revenues are pledged shall not exceed 

10 years. 

c) Except in extraordinary circumstances, no more than 20% of the projected revenues from any 

State revenue currently allocated to the General Fund shall be pledged for repayment of debt 

service and/or to meet bond covenants, in order to minimize the impact on the state budget. 

d) Such financings shall be structured as special obligation bonds (i.e., revenue bonds) so as not to 

impair the debt capacity of the State to issue general obligation bonds for capital projects. 

 

(3) In limited cases, to finance liabilities of the State, such as the case with pension obligation bonds, 

unemployment insurance bonds or judgment bonds, when the capital markets provide for a more 

efficient and economical means to finance these costs.  In such cases, the following requirements 

apply: 

 

a) The net savings, on a present value basis, must exceed 3% of the liability being refunded. 

b) Only fixed-rate coupons for any bonds issued are allowed.  The use of variable-rate debt to 

finance such liabilities is prohibited due to the uncertainty of savings that would entail. 
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c) Such financings shall be structured as special obligation bonds (i.e., revenue bonds) so as not to 

impair the debt capacity of the State to issue general obligation bonds for capital projects. 

 

New money proceeds may also be used to reimburse prior capital expenditures made on a pay-as-you-go 

basis subject to Board approval of a reimbursement resolution to declare the Board’s intent to reimburse the 

State for prior capital expenditures in anticipation of funding from future bond issues.  The general rules 

applicable to such reimbursements are found under Treasury Regulation Section 1.150-2 and provide that 

reimbursement allocations be treated as an expenditure of proceeds for bonds issued for a governmental 

purpose on the date of such allocation subject to requirements therein being satisfied. 

 

D. Refunding Bonds 
The State Treasurer shall pursue a policy to refinance State debt to achieve true savings for the State as 

market opportunities arise.  The guideline to be used in determining whether an "advance refunding" should 

be transacted is if a present value savings (net of expenses) of at least 3% can be achieved on the principal 

amount of debt being refunded.  Even if these savings thresholds for advance refundings are met, the State 

Treasurer may choose to defer refunding the bonds until the bonds can be refunded as a current refunding 

(90 days within the first call date) based on an analysis of projected interest rates and escrow yields.  As of 

the date of this policy, tax-exempt bonds are federally prohibited from “advance refundings”. 

 

The State Treasurer may justifiably consider refundings that differ from these target guidelines on a case-by-

case basis, but should explain the reasons for deviation to the Board of Finance.  For example, the State may 

consider the restructuring of a particular debt financing in order to smooth out the State’s aggregate annual 

debt service costs.  Refundings with aggregate negative present value savings will not be considered unless 

there is a compelling public policy objective.  An exception to this policy are is pass-through bonds such as 

bonds issued under the Municipal Bond Bank in which the agencyentity responsible for payment of the debt 

has requested a restructuring of their debt that entails a net present value cost but which the agencyentity has 

demonstrated the refunding debt service meets established affordability guidelines or other goals. 

 

III. Debt Limitations 
Prior to the issuance of any “new money” general obligation debt or lease financing, the State Treasurer 

shall conduct an analysis to determine the impact of such a financing on the State’s debt capacity and debt 

affordability and to verify compliance with these requirements.  Additionally, the State Treasurer shall 

monitor the State’s debt levels and shall be prepared at all times to provide comprehensive tables and 

information to the Governor, the Legislature, the investment community, and the rating agencies about State 

debt.  This information is published regularly in bond disclosure documents and public filings with 

municipal securities information repositories. 

 

A. Debt Capacity 
The State Treasurer is responsible for identifying the type of debt to be issued and all applicable legal 

restrictions.  Article 9, Section 3 of the Constitution of the State of Nevada limits the aggregate principal 

amount of the State’s outstanding general obligation debt to 2% of the total reported assessed valuation of 

the State.  The limitation does not extend to debt incurred for the protection and preservation of any property 

or natural resources of the State or for the purpose of obtaining the benefits thereof, nor does it apply to non-

general obligation lease-purchase bonds.  In order to provide a buffer for possible future declines of assessed 

valuation of the State as a result of declining real estate values, this policy shall set a limit for aggregate 

principal amount of the State’s outstanding general obligation debt to be 2.00% of the total reported assessed 

valuation of the State at the time of issuance of bonds minus one half of the current fiscal year’s debt service 

for non-self-supported general obligation debt in keeping with best practices.   
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B. Debt Affordability 
In addition to verifying that there is sufficient debt capacity to issue general obligation bonds pursuant to the 

State’s constitutional requirements, the State Treasurer shall conduct a debt affordability analysis on at least 

an annual basis as well as prior to the issuance of any new money general obligation debt paid from ad 

valorem tax revenue.  The debt affordability analysis will be prepared in order to verify that projected ad 

valorem tax revenuees dedicated to the State’s general obligation bonds paid from ad valorem tax revenue 

(currently 17 cents per $100 of assessed valuation) plus projected fund balances in the State’s Consolidated 

Bond Interest and Redemption Fund are sufficient to cover the debt service requirements for any new money 

general obligation debt combined with existing debt service throughout the term of the State’s general 

obligation program for general obligation debt paid from ad valorem tax revenue.  The parameters of the 

debt affordability analysis shall include: 

 

(1) A minimum ending fund balance in the Consolidated Bond Interest and Redemption Fund at the end 

of each fiscal year equal to at least one half of the next fiscal year’s debt service payments on its 

general obligation bonds (exclusive of those bonds considered to be self-supporting and paid by 

other available revenues) in each of the next five fiscal years.  For the following fiscal years (Year 

#6 and beyond), a positive projected fund balance for the Consolidated Bond Interest and 

Redemption Fund is required. 

 

(2) Revenue estimates of the ad valorem taxes dedicated to the repayment of the State’s general 

obligation bonds shall not assume any increase in the tax rate. 

 

(3) Revenue growth estimates of the ad valorem taxes dedicated to the repayment of the State’s general 

obligation bonds shall be developed in consultation with the Governor’s Office of Finance, 

Department of Taxation, Legislative Counsel Bureau and the State Treasurer’s Office. 

 

IV. Types of Authorized State Debt 
 

A. General Obligations 
General obligation bonds represent bonds secured by the full faith and credit of the State.  Pursuant to NRS 

349.224, the State may issue general obligation bonds payable solely from taxes (non-self-supporting bonds) 

or secured by taxes and payable from pledged revenues (self-supporting bonds). In accordance with NRS 

349.225, the State Treasurer will obtain prior approval of the Board of Finance for the issuance of any 

general obligation securities, other than certain securities issued by the Colorado River Commission. 

 

B. Special Obligation Bonds 
Pursuant to NRS 349.226, the State may issue special obligation bonds secured by net pledged revenues but 

not secured by taxes or gross pledged revenues.  Special obligation bonds in essence are equivalent to the 

term “revenue bonds” as commonly understand referenced in the capital markets, in that these bonds are 

secured by a dedicated revenue stream other than property taxes and are not secured by the full faith and 

credit of the State.   
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NRS 349.192 defines “Pledged revenues” as moneys pledged wholly or in part for the payment of bonds or 

other state securities issued in accordance with the provisions of the State Securities Law (NRS 349.150-

349.670), and, subject to any existing pledges or other contractual limitations.  Pledged revenues may 

include the proceeds of any excise taxes levied and collected by the State and authorized by law (other than 

the State Securities Law) to be pledged for the payment of state securities issued in accordance with the 
provisions of the State Securities Law, but excluding the proceeds of any taxes as defined in NRS 349.204. 

 

(1) Highway Revenue (Motor Vehicle Fuel Tax) Bonds 
NRS 40880.273 authorizes the issuance of special obligation bonds by the Board of Finance when so 

requested, to provide money to enable the Department of Transportation to complete pending and 

currently projected highway construction projects, in an amount specified in the request. 

 

(2) Unemployment Compensation Fund Special Revenue Bonds 

 NRS 612.6122 authorizes the issuance of special obligation bonds by the Board of Finance when so 

requested, to fund the repayment of federal advances and interest thereon, to make deposits to or to 

establish adequate balances in this State’s account in the Unemployment Trust Fund of the United 

States Treasury, to pay the costs of issuing bonds, to pay administrative expenses, to fund 

capitalized interest, to fund bond reserves, to refund or redeem prior bonds, or otherwise further the 

purposes of  NRS 612.6102 to 612.6134, inclusive. 

 

C. Installment-Purchase and Lease-Purchase Agreements/Certificates of Participation 
NRS 353.550- and Lease353.630 Lease-revenue bonds, or lease-purchase bonds, are lease obligations whose 

principal and interest are payable exclusively from rental payments from a lessee. Lease-revenue bonds are 

structured as a series of one-year renewable obligations spread out over the life of the asset. Certificates of 

Participation (COP), the most commonly used form of lease-purchase financing; create a tax-exempt lease to 

finance capital improvement projects or to purchase essential equipment.  

 

The State will consider issuing lease financings when a determination is made that: 

 

(1) The type of asset or equipment being financed is not eligible to be paid from other sources, or 

 

(2) The COPs are issued to finance a new building or facility of the State or make improvements to an 

existing building or facility and the following conditions are met: 

a) There is a preference to pay debt service from existing state revenues rather than from ad 

valorem property taxes or new revenue sources, and 

b) Existing revenues or payments of the State can be repurposed to pay debt service for a new 

building or facility, and those monies, coupled with any upfront equity contribution from the 

General Fund or other funds, are projected to be sufficient to pay associated debt service. 

 

Due to State law (NRS 353.550 (c)), COPs or lease-revenue bonds may not be used to make repairs or 

improvements to multiple facilities.   
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V. Authorized Programs 
 

A. State Programs 

 
1. Cultural Centers Bonds 
NRS 383.530 authorizes the issuance of general obligation bonds by the Board of Finance for Historic 

Preservation cultural centers grants not to exceed a total face amount of $3 million per year.  From the 

proceeds of any bond issuance, the Commission for Cultural Centers and Historic Preservation may grant 

financial assistance for educational or charitable purposes, including, without limitation, the preservation or 

promotion of cultural resources 

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing. These bonds are subject to the 2% Constitutional debt limitation 

described in Section III.A of this Policy and the expenses related to the issuance of the bonds which must be 

paid from the proceeds of the bonds must not exceed 2 percent of the face amount of the bonds sold.. 

 

2. Open SpaceQ1 Bonds 
Assembly Bill 9 of the 17th Special Session required a proposal to be submitted to voters at the general 

election held on November 5, 2002 for the issuance of up to $200 million in general obligation bonds for 

open space, parks and cultural resources projects.  The voters approved this measure, known as Q1.  As 

general obligation bonds, the source of funding for the payment of debt service is included in the amount of 

the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad valorem 

tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement Projects 

bill shall set the amount of funding authorized for eligible projects including the amount authorized to be 

funded through debt financing.  

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds (currently 17 cents 

per $100 of assessed valuation). As such, the Capital Improvement Projects bill shall set the amount of 

funding authorized for eligible projects including the amount authorized to be funded through debt 

financing.  A portion of these bonds are subject to the 2% Constitutional debt limitation described in Section 

III.A of this Policy and a portion of these bonds are exempt from the 2% Constitutional debt limitation 

described in Section III.A of this Policy. 

 

3. State’s Capital Improvement Plan 

The Department of Administration, Division of Public Works Board shall recommend the State’s biennial 

Capital Improvement Plan to the Legislature during the regular session.  Each biennium, a Capital 

Improvement Projects bill is thereby submitted to the Legislature, which identifies and authorizes projects to 

be financed through debt financing, which is subject to the results of the General Obligation Debt Capacity 

and Affordability ReportAnalysis submitted to the Legislature.   

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 
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to be funded through debt financing paid from ad valorem tax revenue or other identified sources of 

funding.. These bonds are subject to the 2% Constitutional debt limitation described in Section III.A of this 

Policy. 

 

4. Water System GrantsProjects 
NRS 349.986 authorizes the issuance of general obligation bonds subject to a limit of $125 million in 

principal amount outstanding at any one time to provide grants for capital improvement to publicly owned 

water systems.  Eligible projects are determined by the Board for Financing Water Projects.   

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing. These bonds are exempt from the 2% Constitutional debt limitation 

described in Section III.A of this Policy. 

 

5. Lake Tahoe Environmental Improvement Basin Projects 

Assembly Bill 18 of the 75
th
 Regular Session (2009) authorized the issuance of an aggregate principal 

amount of general obligation bonds not to exceed $100 million between July 1, 2009 and June 30, 2020 for 

the purpose of carrying out certain environmental improvement projects for the Lake Tahoe Basin. 

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing. These bonds are exempt from the 2% Constitutional debt limitation 

described in Section III.A of this Policy. 

 

6. Marlette Lake Water System 

NRS 331.160.6 authorizes the issuance of general obligation bonds or revenue bonds by the Board of 

Finance when so requested, in an aggregate principal amount not to exceed $25,000,000 to finance the 

capital costs of improving and modernizing the Marlette Lake Water System. Before any revenue bonds are 

issued pursuant to this subsection, the State Board of Finance must determine that sufficient revenue will be 

available in the Marlette Lake Water System Fund to pay the interest and installments of principal as they 

become due.   

 

State general obligation bonds issued pursuant to this NRS are considered by the State to be self-supporting.  

Nevertheless, if revenues from the Marlette Lake Water System are insufficient to pay amounts due with 

respect to such bonds, the State is obligated to pay any deficiency from state-wide property taxes or the 

State’s General Fund.  These bonds are exempt from the 2% Constitutional debt limitation described in 

Section III.A of this Policy. 

 

7. Nevada System of Higher Education 

The 2013 Legislature authorized in AB 501 (Chapter 514) the issuance of $85 million of general obligation 

bonds to finance capital improvements at the University of Nevada, Las Vegas and the University of 

Nevada, Reno campuses.  In connection with this authorization, the legislation imposes a $250 annual excise 

tax on each slot machine operated in the State.  In each year a portion of this excise tax is to be deposited in 
the Special Capital Construction Fund for the payment of these bonds (NRS 463.385(6).   
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State general obligation bonds issued pursuant to this NRS are considered by the State to be self-supporting.  

Nevertheless, if revenues from the excise tax are insufficient to pay amounts due with respect to such bonds, 

the State is obligated to pay any deficiency from state-wide property taxes or the State’s General Fund.  

These bonds are subject to the 2% Constitutional debt limitation described in Section III.A of this Policy. 

 

8. Colorado River Commission 

The 2013 Legislature authorized in SB 438 (Chapter 246) the issuance  by the Colorado River Commission 

of up to $35 million of  either general obligation bonds payable from taxes and additionally secured with 

pledged revenues, special obligations payable from pledged revenue, or any combination of the foregoing 

for the purpose of prepaying, financing or refinancing a portion of the capital costs which contribute to the 

ongoing costs of electrical capacity and energy generated from the Hoover Dam. 

  

State general obligation bonds issued pursuant to this NRS 538.166(e) are considered by the State to be self-

supporting.  Nevertheless, if pledged revenues are insufficient to pay amounts due with respect to such 

bonds, the State is obligated to pay any deficiency from state-wide property taxes or the State’s General 

Fund.  These bonds are exempt from the 2% Constitutional debt limitation described in Section III.A of this 

Policy. 

 

B. Local Assistance Programs 
 

1. Municipal Bond Bank Bonds 

The State’s Municipal Bond Bank Program (the “Bond Bank”) is established in Chapter 350A of the NRS to 

assist municipalities in undertaking local projects that foster and promote the protection and preservation of 

the property and natural resources of the State by making loans that might not be otherwise available to such 
municipalities or that might be available only at prohibitive interest rates.  In accordance with NRS 

350A.150, the amount of outstanding State securities issued to acquire municipal securities may not exceed 

$1.8 billion. 

 

The Bond Bank Act does not, in and of itself, authorize the issuance of general obligation securities by the 

municipalities.  Both State general obligation securities issued under the Bond Bank Act and municipality 

general obligation securities purchased in connection with a lending project may, but need not be, 

additionally secured with other pledged revenues. State general obligation bonds issued pursuant to the Bond 

Bank Act are considered by the State to be self-supporting.  Nevertheless, if revenues from the Bond Bank 

payors described below are insufficient to pay amounts due with respect to such bonds, the State is obligated 

to pay any deficiency from state-wide property taxes or the State’s General Fund.  These bonds are exempt 

from the 2% Constitutional debt limitation described in Section III.A of this PolicyState general obligation 

securities issued for the Bond Bank Program are not subject to the Constitutional debt limit.  The issuance of 

bonds under this program will comply with Appendix B, “Municipal Bond Bank Policy”. 

 

2. State Revolving Fund Bonds 

The State has established two enterprise funds for state revolving fund programs.  The Water Pollution 
Control Revolving Fund (NRS 445A.120) provides funds to make loans or to provide other assistance for 

certain water pollution control projects and for related purposes authorized under the state revolving loan 

fund provisions of the federal Clean Water Act (the “Pollution Control Projects Account”).  The Safe 

Drinking Water Revolving Fund (NRS 445A.255) is used to make loans or to provide other assistance for 

certain drinking water projects and for related purposes authorized under the state revolving loan fund 

provisions of the federal Safe Drinking Water Act (the “Revolving Fund Account”).   
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Funding for these programs isare provided primarily through the federal capitalization of grant money made 

available to the State, receipt of which is conditioned on the State’s providing approximately 20% matching 

funds.  Funds are generally used to make loans at or below market rates to municipal recipients for purposes 

of paying for costs of designing and constructing publicly owned treatment works.  Funds loaned to 

municipal recipients for eligible projects are repaid into the accounts and are re-used in the program, thus 

creating a source of funds to make payments on State bonds and a perpetual source of funding for projects. . 

State general obligation bonds issued for State Revolving Fund Programs are considered by the State to be 

self-supporting.  Nevertheless, if revenues from the Bond Bank payors described below are insufficient to 

pay amounts due with respect to such bonds, the State is obligated to pay any deficiency from state-wide 

property taxes or the State’s General Fund.  These bonds are exempt from the 2% Constitutional debt 

limitation described in Section III.A of this Policy.  The issuance of bonds under this program will comply 

with Appendix C, “State Revolving Fund Bond Policy”.   

3. Economic Development Bonds 
NRS 360.991 authorizes the issuance of general obligation bonds to finance infrastructure projects identified 

in economic development financing agreements in an amount not to exceed $175,000,000 per agreement and 

in an amount not to exceed $200,000,000 outstanding at any one time.  State general obligation bonds issued 

pursuant to this NRS are considered by the State to be self-supporting.  Nevertheless, if revenues from any 

districts or areas created for the purpose of financing the infrastructure projects identified in the economic 

development financing proposal which are pledged for the repayment of the bonds are insufficient to pay 

any sums coming due on the bonds, before such bonds are paid from the State General fund, the local 

government that created the districts or areas shall promptly pay such sums to the extent of the money 

available in the uncommitted balance of the general fund of the local government.  Ultimately, the State is 

obligated to pay any deficiency from state-wide property taxes or the State’s General Fund.  These bonds 

may be either subject to or exempt from the 2% Constitutional debt limitation described in Section III.A of 

this Policy. 

 

34. Permanent School Fund Guarantee Program 
NRS 387.513-387.528 provides for Tthe Permanent School Fund Guarantee (PSFG) Program which allows 

school districts to enter into guarantee agreements with the State whereby the money in the Permanent 

School Fund is used to guarantee the debt service payments on certain bonds issued by the school districts.  

This program is designed to provide easier access to public credit markets and reduce borrowing costs to 

school districts.  Fundamental to this program is the legal authorization of the Permanent School Fund (the 

“Fund”) to guarantee school district debt, which includes the mechanics to ensure timely debt service 

payment, and strong oversight and enforcement provisions.  The State Treasurer, who also has responsibility 

for investment of the Fund, administers this program.   

The total amount of bonds to be guaranteed for each school district under the PSFG Program is limited to 

$40 million.   In addition, the total amount of outstanding bonds guaranteed by the State Permanent School 

Fund (the “Fund”) is limited to 250% of the lower of the cost or fair market value of the assets in the Fund 

or as specified by federal tax law.  
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VI. Debt Structural Features 
The State’s preference is to structure bonds that shall produce level annual debt service payments although 

principal payments may be deferred in certain circumstances where it will take a period of time before 

projected revenues are sufficient to pay debt service or the project being financed is growth-related and an 

ascending debt service schedule is appropriate.  The Treasurer may also structure the amortization of 

principal to achieve other financial planning goals.  The primary exception to the above goal is to structure 

the State’s overall debt portfolio (i.e., the aggregate debt service for non-self-supported debt) so as to align it 

to projected tax revenues and other resources.   

 

Examples of how this can be accomplished include the issuance of refunding bonds that have varying 

principal repayments structured to fill in the gaps created by refunding specific principal maturities and 

structuring the amortization of principal for new money bonds to wrap around existing obligations.  The 

deferral of principal or the overall extension of debt service for a refunding issue beyond the original term is 

discouraged except in extraordinary circumstances.   

 

Debt financings shall also conform to the following structuring considerations or requirements. 

 

A. Maximum Rrate of Iinterest.   
State law restricts the maximum rate of interest on securities issued by the State to the either thethe Bond 

Buyer Index of Twenty Bonds for general obligation bonds or the Bond Buyer Index of Revenue Bonds for 
special obligations, whichever is applicable, plus 3% (NRS 349.076).  The State Treasurer through its Bond 

Counsel monitors this cap and takes responsibility for compliance. (NRS 349.076) 

 

B. Discounted and Premium Bonds   
The State may sell its securities at par, above par or below par at a discount of not more than 9% of the 

principal amount but the effective interest rate must not exceed the limit provided in NRS 349.076 and 349. 

0.77.  (NRS 349.077).  While discounted bonds may slightly reduce the interest cost of the bonds below that 

of non-discount bonds, the amount of the discount must be analyzed to minimize the negative impact on the 

State’s future ability to refund the bonds for interest savings. 

 

C. Interest Ppayment Iintervals   
Interest is payable at least semiannually on bonds subject to the Constitutional debt limit and at intervals 

determined by the Board of Finance on other debt.  (NRS 349.276)  The State Treasurer implements these 

requirements with appropriate provisions in the bond documents.  

 

D. Bond Mmaturity  
General obligation bonds, which are subject to the Constitutional debt limit, must have a maturity not to 

exceed 20 years from the date of passage of the act authorizing their issuance and other bonds constituting a 

debt which are not subject to the limitation  must mature within 50 years from their date of issuance. (NRS 

349.276)  The maturity of a bond shall not exceed 120% of the estimated useful weighted life of the projects 

being financed.   

 

E. Term/Serial Bonds  
The State will structure its bond issues as serial, term or a combination of both in order to realize the lowest 

interest cost possible and to respond to market demand, or lack thereof, for specific bond maturities. 
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F. Capital Appreciation Bonds   
Capital Appreciation Bonds (“CABs”) should only be considered primarily to achieve level debt service 

with other outstanding bonds.  CABs may only be considered in order to achieve an overall economic 

benefit as compared to a traditional current interest bond structure. 

 

G. Call Provisions 
Generally, the State will set such provisions to provide maximum flexibility relative to the cost of the call 

feature and avoid conditions that restrict future refunding possibilities.  Bonds issued without a call feature 

shall be limited and shall only be issued when investors are willing to pay a significant premium for non-

callable debt or if the bond’s maturity is less than ten years.   The maximum call premiumice under state law 
is 9 percent of the principal amount of each bond or other security so redeemed%. (NRS 349.290) 

 

H. Variable Rate Debt  
Due to dislocations in the tax-exempt bond market since 2007, variable rate debt is not currently authorized. 

 

I. Second Lien Debt   
The State will issue second lien debt only if it is financially beneficial to the State to eliminate outdated 

covenants or if consistent with creditworthiness or other financing objectives. 

 

J. Credit Enhancement.   
Credit enhancement (including letters of credit and bond insurance) may be used only when net debt service 

on the bonds is reduced by more than the costs of the enhancement. 

 

Bond insurance can be purchased directly by the State in a negotiated sale prior to the bond sale (direct 

purchase) after solicitation of quotes for bond insurance by the State’s financial advisor from qualified firms   

or at the underwriter’s option and expense (bidder’s option) in a competitive sale.  In either case, the present 

value of the estimated debt service savings from insurance should be at least equal to or greater than the 

insurance premium.  The credit enhancement provider will be chosen based on an estimate of the greatest 

net present value benefit (present value of debt service savings less insurance premium) unless there are 

compelling reasons such as credit quality issues that may override financial considerations. 

 

K. Capitalized Interest 
Capitalized interest increases the amount of debt to be issued and therefore will be avoided unless essential 

from a credit or cash flow standpoint, as in the case of lease-purchase obligations. Interest on general 

obligation bonds will normally not be capitalized. Generally, interest on lease-purchase obligations will be 

capitalized for a maximum of two years following a conservatively based estimate of project completion to 

provide a cushion for project slippage. 

 

L. Debt Service Reserve Fund   
A debt service reserve fund is created from the proceeds of a bond issue and/or the excess of applicable 

revenues to provide a ready reserve to meet current debt service payments should moneys not be available 

from current revenues.  For each bond issue, the State Treasurer’s Office shall determine whether a debt 

service reserve fund is necessary, but generally such reserve funds are only necessary for revenue bonds or 

lease-purchase bonds.  Debt service reserve funds are not used for general obligation debt.   
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VII. Credit Objectives 
Credit ratings issued by bond rating agencies recognized by the Securities and Exchange Commission (SEC) 

(also known as Nationally Recognized Statistical Rating Organizations or NRSROs) are important in 

determining the cost of the State’s borrowings.  The State has historically enjoyed excellent credit ratings.  

An important task of the State Treasurer as the primary representative of the State in matters concerning any 

nationally recognized rating agency (NRS 226.110(9)is) is to communicate regularly with the bond rating 

agencies to assure continuation of the highest practicable credit ratings for the State.  This is accomplished 

by regular meetings and/or conference calls with rating personnel during which the State Treasurer and other 

State personnel make carefully researched and comprehensive presentations about the State, its financial 

condition and its prospects.  The State shall maintain credit ratings from at least two NRSROs in order to 

ensure liquidity of its debt in the secondary market. 

 

The State seeks to maintain the highest possible credit ratings for all categories of debt that can be achieved 

without compromising delivery of basic State services.  The Board recognizes that external economic, 

natural or other events may from time to time affect the creditworthiness of the State’s debt.  Nevertheless, 

the Executive and Legislative branches of government are committed to ensuring that actions within their 

control are prudent and strive to enhance the credit standing of the State. 

 

Credit ratings issued by the bond rating agencies are a major factor in determining the cost of borrowed 

funds in the municipal bond market.  The concept of debt capacity, or affordability, recognizes that the State 

has a finite capacity to issue debt at a given credit level.  It should be recognized, however, that there are no 

predetermined debt level/credit rating formulas available from the rating agencies.  Many factors are 

involved.  Determination of a credit rating by a rating agency is based on the rating agency’s assessment of 

the credit worthiness of the State with respect to a specific obligation.  To arrive at a judgment regarding the 

State’s credit worthiness, the rating agencies analyze the State in four broad, yet interrelated areas: economic 

base, debt burden, administrative management, and fiscal management.  

 

VIII. Methods of Sale 
There are three potential methods of sale for long-term debt: competitive, negotiated and private placement.   

The State Treasurer shall determine the appropriate method offor sale depending upon which method will 

ensure that the best sales results and objectives of the State are achieved (taking into account both short-

range and long-range implications).  Each type of bond sale has the potential to provide the lowest cost 

given certain market conditions and characteristics of the bond sale.  The conditions under which each type 

of bond sale is generally preferred are described below. 

 

A. Competitive Sale 
The customary method for selling State debt shall be by competitive bid.  The conditions that generally 

favor a competitive method of sale include: 

 

 The market is familiar with the issuer; 

 

 The issuer is a stable and regular borrower in the public market; 

 

 There is an active secondary market with a broad investor base for the issuer's bonds; 

 

 The issuer's full faith and credit or a strong, known or historically performing revenue stream 

supports the debt structure; 
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 The issue is neither too large to be easily absorbed by the market nor too small to attract investors 

without a concerted sales effort; 

 

 Interest rates are stable, market demand is strong, and the market is able to absorb a reasonable 

amount of buying or selling at reasonable price changes; and 

 

 Policy considerations such as underwriting syndicate and bond allocations can be reasonably 

addressed through the Notice of Sale. 

 

Any competitive sale of State debt requires formal approval of the Board of Finance by either two 

resolutions (i.e., the Authorizing Sale Resolution and the Bond Resolution) or one resolution authorizing the 

issuance and sale of the bonds and delegating to the State Treasurer the authority to accept the binding bid 

for the bonds (NRS 349.303). The "Authorizing Bond Sale Resolution" provides for the issuance and sale of 

the debt, sets forth the conditions of the sale, and directs the State Treasurer to make the necessary 

preparations for receiving competitive bids. 

 

The Bond Resolution sets forth the terms and conditions of the bond and either accepts the winning bid or 

directs the State Treasurer to take the actions necessary to complete the issuance, delivery and closing of the 

duly authorized debt. 

 

State debt issued by competitive bid will be sold to a responsible bidder proposing the lowest True Interest 

Cost to the State, provided the bid conforms to the Official Notice of Sale issued in accordance with the 

Authorizing Bond Sale Resolution. 

 

B. Negotiated Sale 
While the presumptive method of sale shall be the competitive method, the negotiated method of sale may 

be warranted when certain conditions previously described do not allow for a competitively bid selection of 

an underwriter at the actual time of bond sale.  The negotiated method entails the selection of an underwriter 

or underwriting pool prior to the designated sale date.  This allows the State to coordinate beforehand the 

complex tasks and requirements associated with the issuance directly with the underwriter, thereby 

increasing the probability of an optimal sale. Examples of such sales include: 

 

 Debt issuance is so large (or small) that the number of potential bidders would be too limited to 

provide the State with truly competitive bids; 

 

 Debt issuance requiring the ability to react quickly to sudden changes in interest rates, such as an 

advanced or current refunding ; 

 

 Debt issuance requiring intensive marketing efforts to establish investor acceptance (e.g., lease / 

purchase certificates of participation, proprietary or innovative financial products); 

 

 Debt issuance with specialized distribution requirements (e.g., bonds sold only to institutional 

investors); and 

 

 Debt issuance utilizing variable rate debt securities. 
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In such cases where a negotiated method of sale is selected, the State Treasurer will strictly implement the 

following practices: 

 

 Ensure fairness by using a competitive selection process through a solicitation process which will 

establish a standing pool of qualified underwriters for a designated period of time or another form of 

solicitation that ensures that multiple proposals are fairly considered; 

 

 Remain actively involved in each step of the negotiation and sale processes to uphold the public 

trust; 

 

 Retain a qualified, independent municipalfinancial aadvisor 

 

 Avoid conflicts of interest, which may occur by prohibiting a municipalfinancial advisor retained for 

a particular bond issue to participate as an underwriter of the same bond issue  

 

 Request all financial professionals submitting joint proposals or intending to enter into joint 

accounts or any fee-splitting arrangements in connection with a bond issue to fully disclose to the 

issuer any plan or arrangements to share tasks, responsibilities, and fees earned, and disclose the 

financing professionals with whom the sharing is proposed, the method used to calculate fees to be 

earned, and any changes thereto; and 

 

Any negotiated sale of State debt will still require State Board of Finance approval of an Authorizing Bond 

Sale Resolution, which will provide for the issuance and sale of the debt and permit the State Treasurer to 

conduct negotiations with an underwriter(s).  Documentation supporting the authorizing resolution will be 

provided to the governing board by the State Treasurer and will include the goals and limitations of the 

proposed sale, as well as an explanation of the reasons why a negotiated sale is justified and preferred. If 

approved, the State Treasurer will execute a purchase contract in accordance with the Bond Resolution. 

 

1. Pricing and Allocation of Negotiated Sales 
The negotiation of terms and conditions will include, but not be limited to, prices, interest rates, 

underwriting fees and commissions. Guidelines will be based on prevailing terms and conditions in the 

marketplace for comparable issuers, including yields from secondary market trading of previously issued 

similarly structured State debt. The municipalfinancial advisor should be involved in all pricing negotiations. 

 

If more than one underwriter is included in a negotiated sale of State debt, the State Treasurer will determine 

general guidelines of the allocation of fees and underwriting responsibilities among the underwriters, 

consistent with the objectives of the sale. 

 

2. Fees and Expenses 

The State Treasurer reserves the right to review and approve all fees and expenses and request 

substantiation. Any excess funds raised beyond those required to meet issuance expenses will be returned to 

the applicable bonding State Treasurer toprogram to be used for the purpose that the bonds were issued for 
or to pay debt service on the bonds (NRS 349.296). 

 

 The expense component of the underwriting spread must be finalized by the book-running senior 

manager and approved by the State Treasurer prior to the day of pricing.  The book-running senior 

manager must provide an estimate of the expense component to the State Treasurer by no later than 

one week prior to the day of pricing. 
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 In general, the State Treasurer will not reimburse the book-running senior manager for clearance 

fees except for the Depository Trust Company ("DTC") charge on issues that are registered in book-

entry form only. All other clearance fees are subject to the review and approval of the State 

Treasurer prior to the day of pricing on a case-by-case basis. 

 

 A management fee is generally not permitted except in extraordinary circumstances where the 

underwriter has performed additional analysis not associated with customary duties of an 

underwriter for the issuance of the bonds. 

 

 Proposed takedowns for all maturities must be included as part of the proposed pricing terms 

submitted by the book-running senior manager to the State Treasurer.  All takedowns are subject to 

review and approval by the State Treasurer. 

 

 The State Treasurer expects the book-running senior manager to keep the underwriters' expense 

items and costs of issuance to an absolute minimum. 

 

3. Post-Sale Evaluation 

In keeping with the State Treasurer's policy of acknowledging good performance and building accountability 

into syndicate participation, the State Treasurer will conduct post-sale evaluations of the syndicate to ensure 

policies are adhered to and performance is documented.  The evaluations will consider, among other things, 

the fairness of the price and whether optimal distribution structures were developed that ensured the best 

price; the orders placed and the allocation of the bonds; and, whether syndicate members participated 

meaningfully in the transaction. 

 

(1) The entire selling group or syndicate, including the book-running senior manager, must provide to 

the State Treasurer in a timely manner all necessary information required to carry out the post-sale 

evaluation. 

 

(2) The book-running senior manager must also provide to the State Treasurer a final pricing book.  The 

final pricing book must include, but not necessarily be limited to, the following information:  The 

distribution list; a discussion of market conditions leading up to and during the pricing; the final 

pricing wire; comparable issues in the market; media coverage; rating agency credit reports; a full 

set of final computer runs; a list of selling group members; a table on orders and allotments; a table 

identifying management fees and liabilities; a table on bond distribution by firm; a table identifying 

takedown and designation dollars by firm; a table on member allotments and retention; and a table 

identifying designations on net designated orders.  The final pricing book must be provided to the 

State Treasurer no later than 14 days after the day of closing. 

 

C. Private Placement 
A Private Placement is a sale that is structured specifically for one purchaser such as a bank or other 

sophisticated investor. In such an arrangement, many of the documents associated with a competitive or 

negotiated sale such as an official statement are not necessary and certain costs of issuance are avoided.  

Additionally, the bonds in a private placement typically are not rated.  Generally, the State shall avoid the 

use of private placements due to the higher interest rates associated with this type of sale except in the 

following circumstances: 
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(1) In a case where the par amount of the planned bond sale is very low, the avoidance of certain costs 

of issuance may offset the higher interest rates associated with a private placement and a private 

placement may be the most cost-efficient type of sale.  Under this rationale, the maximum par shall 

generally be $5 million. 

 

(2) In an emergency or other situation where bond proceeds are urgently needed, a private placement 

sale can be conducted in a much shorter timeframe than a public sale.  

(2)(1)   

(3) In a situation where a public sale is not practical due to timing or scheduling considerations, a 

private placement may be considered.  For instance, during the legislative session, the State budget 

for the upcoming biennium is not finalized and it may be difficult to obtain a rating and/or provide 

adequate disclosure to potential investors in a public sale.  

 

Based upon the above factors, if the State Treasurer determines that a private placement is warranted, a 

municipalfinancial advisor or placement agent will be selected with experience in conducting such sales.  

The municipalfinancial advisor or a placement agent will be responsible for identifying sophisticated 

investors meeting the regulatory definition of a “sophisticated investor” that are potentially interested in 

purchasing these bonds.  A term sheet providing an amortization schedule, requirements and other matters 

will be prepared by the financial advisor in consultation with bond counsel and distributed to this list of 

potential buyers in order to ensure a competitive sale process.  The State will consider all qualified proposals 

received and determine the most cost-effective proposal to begin negotiations.  Upon completion of the 

transaction, the State will conduct a post-sale evaluation of the transaction similar to the process described 

for negotiated sales. 

 

IX. Selection of Outside Finance Professionals 
Pursuant to NRS 226.110 (10) (b), the State Treasurer may, except as otherwise provided in NRS 538.206, 

employ necessary legal, financial or other professional services in connection with the authorization, sale or 

issuance of any State obligation, other than certain housing bonds and revenue bonds. The services of a 

municipalfinancial advisor(s), fiscal (paying) agent, counsel and senior underwriter will be obtained through 

a competitive evaluation of proposals submitted in response to a regularly issued solicitation process by the 

State Treasurer.   

 

A. MunicipalFinancial Advisor 
The State Treasurer will select a municipalfinancial advisor (or advisors) registered by the Municipal 

Standards Rulemaking Board (MSRB) to assist in the issuance of all State debt. A municipalfinancial 

advisor(s) under contract with the State Treasurer for a particular transaction shall not purchase or sell any 

State debt until underwriting accounts are closed or new debt is freed from underwriter pricing restrictions, 

whichever occurs first.  In such circumstance, municipalfinancial advisors must comply with all legal and 

disclosure restrictions, including but not limited to MSRB Rule G-23. 

 

B. Legal Counsel 
All debt issued by the State will include a written opinion by legal counsel affirming that the State is 

authorized to issue the proposed debt, that the State has met all the Constitutional and statutory requirements 

necessary for the issuance, and a formal determination has been made as to the proposed debt's federal 

income tax status.  This approving opinion and other documents relating to the issuance of State debt will be 

prepared by a nationally recognized bond counsel with extensive experience in public finance and tax issues. 
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The various roles of legal counsel may include the following: 

 

 Bond Counsel 

 

 Tax Counsel 

  

 Disclosure Counsel 

 

 Underwriter's Counsel (negotiated sales only) 

 

C. Fiscal (Paying) Agent 
The State Treasurer will select a fiscal (paying) agent to provide for the regular payment of debts incurred 

by the State.  The State Treasurer will monitor the on-going services rendered by the State's fiscal agent to 

ensure prompt, efficient service to bond issuers, financial institutions, and bondholders. 

 

D. Senior Underwriter 
To provide for the negotiated issuance of State debt, the State Treasurer will appoint a pool of qualified 

senior underwriters subject to the notification of the Board of Finance.  From this pool, the State Treasurer 

will appoint a senior or lead underwriter (also known as the “book-runner senior manager”) for each 

transaction.  The appointment of senior underwriters will be based upon the size of the sale and the need to 

achieve a broad distribution of State debt among potential investors. If a selling group or syndicate is 

appropriate to a negotiated sale of State debt, preference will be given to the selling group members with 

operations in the State. 

 

E. Selling Group or Syndicate 
The State Treasurer is ultimately responsible for determining whether more than one underwriter will be 

used to market and sell the State’s debt in a negotiated sale through the formation of a selling group or 

syndicate.  A selling group or syndicate may be warranted based on any of the following factors: 

 

 For a particularly large transaction, more than one underwriter may be necessary to ensure the 

effective marketing of the transaction to investors. 

 

 Different underwriting firms may have different strengths, capabilities or niches that would enhance 

the sale and marketing of the transaction.  For instance, the book-running senior manager (or “senior 

underwriter”) may have a strong presence with institutional investors but lacks a strong retail 

network.  In such a situation, the inclusion of underwriting firms with stronger retail distribution 

networks in the selling group may be warranted. 

 

 Inclusion of minority or emerging firms in the selling group. 

 

 To encourage and evaluate different approaches to the structuring or marketing of the transaction 

and to maintain competition among the underwriting team. 

 

If the State Treasurer determines that a selling group or syndicate is warranted, the Treasurer will determine 

the members of the selling group or syndicate in consultation with the State’s financial advisor and the book-

running senior manager. Selling group/syndicate members will be eligible for designations up to an agreed-

upon percentage allocation, as determined by the State Treasurer. 
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X. Derivatives 
 

Derivative products such as interest rate swaps are prohibited.   

 

XI. Disclosure Practices and Investor Outreach 
The State is committed to full and complete financial disclosure, and to cooperating fully with rating 

agencies, institutional and individual investors, State Divisions, departments, divisions, agencies and other 

levels of government, and the general public to share clear, comprehensive and accurate financial 

information.  The State is committed to meeting secondary disclosure requirements on a timely and 

comprehensive basis.  

 

A. Disclosure 
All forms of disclosure including official statements accompanying debt issues, Comprehensive Annual 

Financial Reports, and continuing disclosure statements, will meet at a minimum the standards articulated by 

the Municipal Standards Rulemaking Board (MSRB), the Government Accounting Standard Board (GASB), 

the Securities and Exchange Commission (SEC), and Generally Accepted Accounting Principles (GAAP) as 

applicable.   

 

The Preliminary Official Statement is the primary disclosure document issued by a governmental entity prior 

to the sale of bonds, notes or other financing that is used by investors to learn about the entity and the 

securities that are being sold in the primary market.  Preparation of the Preliminary Official Statement and 

Final Official Statement is the responsibility of the Deputy Treasurer of Debt Management in coordination 

with contracted Disclosure Counsel.  Information for the Official Statement is gathered primarily from State 

departments. 

 

B. Continuing Disclosure 
It is the policy of the State to remain in compliance with Securities & Exchange Commission SEC Rule 

15c2-12 [17CFR Section 240.15c2-12] by filing, and posting to the Municipal Securities Rulemaking 

BoardMSRB through its Electronic Municipal Market Access system (EMMA), the Audited Financial 

Statements; annual information and operating data and notice of those material events which may occur 

during the year as Rule 15c2-12 requires.  Presently, annual financial statements must be submitted within 

270 days of the end of the fiscal year and notice of material events must be filed within 10 business days.  

Material events include: 

 

(1) Principal and interest payment delinquencies; 
(2) Non-payment related defaults, if material; 
(3) Unscheduled draws on debt service reserves reflecting financial difficulties; 
(4) Unscheduled draws on credit enhancements reflecting financial difficulties; 
(5) Substitution of credit or liquidity providers, or their failure to perform; 
(6) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 

material notices or determinations with respect to the tax status of the bonds, or other 

material events affecting the tax status of the bonds; 
(7) Modifications to rights of bondholders, if material; 
(8) Bond calls, if material, and tender offers; 
(9) Defeasances; 
(10) Release, substitution or sale of property securing repayment of bonds, if material; 
(11) Rating changes; 
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(12) Bankruptcy, insolvency, receivership or similar event of the obligated person;* 
(13) The consummation of a merger, consolidation, or acquisition involving an obligated 

person or the sale of all or substantially all of the assets of the obligated person, other than 

in the ordinary course of business, the entry into a definitive agreement to undertake such 

an action or the termination of a definitive agreement relating to any such actions, other 
than pursuant to its terms, if material, and 

(14) Appointment of a successor or additional trustee or the change of a name of a trustee, if 

material. 
 

The State Treasurer shall be responsible for ongoing disclosure to established nationally recognized 

municipal securities information repositories and for maintaining compliance with disclosure standards 

promulgated by national regulatory bodies and applicable to the State’s debt. 

 

C. Investor Outreach/Relations 
(1) NRS 226.110(9) establishes that the Treasurer will serve as “the primary representative of the State 

in matters concerning any nationally recognized bond credit rating agency for the purposes of the 

issuance of any obligation authorized on the behalf and in the name of the State, except as otherwise 

provided in NRS 538.206 and except for those obligations issued pursuant to chapter 319 of NRS 

and NRS 349.400 to 349.987, inclusive.”  

(2) With news reports of the financial pressures facing the State and the potential impact of those 

reports on the State‘s ability to effectively market new debt issuances, the Board recognizes the 

potential importance of an investor outreach and relations program.  The purpose of such a program 

is to proactively provide accurate, up-to-date financial, demographic and statistical information to 

investors and the public in an open, transparent way,  An investor relations program shall comply 

with all applicable regulatory requirements to provide consistent and accurate data to all investors, 

thereby avoiding accusations of providing “insider information” to certain select investors.  Such a 

program may include: 

a) A state website or page on the Treasurer’s website providing centralized, consolidated 

information on the State’s debt, financial condition and other statistical data.  This website or 

page could contain links to other departments’ websites such as budget information contained 

on the Governor’s Office of Finance’s website. 

b) A periodic review of the current bondholders of State debt and outreach efforts to inform them 

of publicly available information and respond to any follow-up questions. 

c) Engaging in marketing activities to alert investors of a pending bond sale, especially if the debt 

instruments are sold competitively. Such activities may include preparation of special reports for 

investors, the scheduling of investor meetings, conference calls, and webcasting of issuer 

conference calls and on-site visits. 

(3) The Deputy Treasurer of Debt Management will be responsible for communication with existing 

and potential bondholders. All State departments which may receive questions regarding the State’s 

bonds should be directed to the Deputy Treasurer of Debt Management.  All efforts will be made to 

accommodate reasonable requests for information from investors of the State’s debt. When, and if 

appropriate, institutional investor communications may take the form of conference calls, investor 

tours, and “virtual” road shows. 
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XII. Post-Issuance Administration of Bond Proceeds 
 

A.  Custodial Accounts for Bond Proceeds 

For each securities issuance, the Deputy Treasurer of Debt Management will coordinate with 

the State Controller’s Office and the State agency administering the program for which the 

bonds were issued to establishment a custodial account for the placement of the bond 

proceeds with certain exceptions approved by the Treasurer’s OfficeState Treasurer.   
 

The Deputy Treasurer of Debt Management is designated as the administrator of the 

custodial accounts unless the Deputy Treasurer assigns the administrative duties to the 

bonding program’s agency. 
 

Investment/interest earnings on the bond proceeds will be credited to the custodial 

account. 
 

The custodial account’s purpose is to accurately account for the proceeds of a bond 

issuance which consists of the original issuance proceeds, any premium received, and 

the investment/interest earnings on the proceeds. 
 

Accounting transactions within the custodial account will comply with the Office of the 

Controller’s Accounting Policies and Procedures.  All transaction will be coded with 

the appropriate job number assigned to the bond by the Treasurer’s Office and will 

use the general ledger transfer numbers assigned by the Controller’s Office. 
 

Proceeds will be transferred to the appropriate budget account of the bonding 

program for expenditure when invoices for expenditures have been received and are 

approved by the bonding program agency for payment. 
 

 

A.B. Arbitrage Rebate Reporting 
The State shall maintain a system of record keeping and reporting to meet the Arbitrage Rebate Compliance 

Requirements of the Internal Revenue Code of 1986, as amended (the “Tax Code”).  As of July 2013, the 

State has committed to contracting with a qualified firm to compute arbitrage liability for each State-issued 

bond issuance.  The contract for this firm will be managed by the State Treasurer.’s Office.  The arbitrage 

compliance firm will maintain a schedule showing the calculated arbitrage liability for each debt issuance 

and the due date for any payment to the IRS.  This schedule will be shared on an annual basis with the 

following entities: Board of Finance, State Treasurer, State Controller, Department of Administration, 

Department of Conservation and Natural Resources, Department of Employment, Training, and 

Rehabilitation, Department of Transportation, Nevada System of Higher Education, and any other 

departments receiving bond proceeds until there is no longer any rebate liability on their outstanding bonds. 

 

B.C. Investment of Proceeds 
In accordance with NRS 226.110 (4) and the State Treasurer’s investment policy, the State Treasurer may 

employ any necessary investment and financial advisers to render advice and other services in connection 

with the investment of bond proceeds. 
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All general obligation bond proceeds (other than refunding proceeds) shall be invested as part of the State’s 

consolidated cash pool (General Fund Investment Portfolio) unless otherwise specified by the bond 

legislation or authorized by the Board of Finance.  Investments will be consistent with those authorized by 

existing State law and by the State Treasurer’s investment policies.  Debt proceeds will be invested primarily 

to assure the safety and liquidity of such investments.  The primary liquidity goal is to assure that proceeds 

will be available to fulfill the purposes of the issue on a timely basis. 

 

Due to counterparty risk, recent regulatory investigations and volatility in the financial sector, presently the 

State Treasurer may not enter into guaranteed investment contracts (GIC’s) or similar arrangements or 

contracts.  The State Treasurer may only enter into forward delivery agreements based on the following 

conditions: 

 

(1) The term of the agreement normally shall not exceed 5 years, but in no case shall exceed 10 years. 

(2) The agreement shall be based on a set schedule of future debt service payment dates and it must be 

competitively bid.  A minimum of two bids must be received.   

(3) The State must engage an independent financial advisor, qualified financial consultant or investment 

advisor to assist in the preparation of the bid documents, to conduct a review of the bids received to 

ensure that the winning bid is competitive with current rates offered in the capital markets and to 

review the agreement. 

(4) The executed agreement must provide for the flexibility of the State to refund bonds at a future date. 

 

C.D. Expenditure of Bond Proceeds 
In compliance with the Internal Revenue Code, the State will not issue obligations except for identifiable 

projects with very good prospects of timely initiation.  Obligations will be issued as closely in time as 

reflected in the cash flow model provided by the department/division to initiate a bonded project.  The 

minimum goal will be that within six months 5% of the proceeds will be spent, and within three years 85% 

of the proceeds will be spent.   

 

To ensure compliance with applicable federal and state regulations, the following procedures will be 

followed: 

 

(1) Annually, the Deputy Treasurer-Debt Management will distribute forms to departments requesting 

issuance of debt outlining departments’ major requirements in administering bond proceeds.  

Departments are required to acknowledge these requirements prior to issuance of debt and receipt of 

bond proceeds. 

(2) Annually, the arbitrage rebate consultant contracted by the State will provide a report to the Board 

of Finance detailing the calculated arbitrage liability for each State debt issuance. 

(3) AAt least semi-annually, the Department of AdministrationState Treasurer will present a report to 

the Board of Finance regarding expenditures of bond proceeds.  The State Treasurer’s Office will 

prepare and distribute the forms , and the Department of Administration will distribute and collect 

the forms from departments and agencies receiving bond proceeds. 

(4) Annually, the State Treasurer will present a report to the Board of Finance regarding reverted bond 

proceeds. 
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D.E. Training 

At least every other year, the State Treasurer’s Office will coordinate training sessions for all 

affected departments on the following topics: continuing disclosure, tax-exempt arbitrage and 

expenditure requirements, and private activity issues. 

 

E.F. State Fees 
In remuneration for services provided by the State Treasurer’s Office to State departments and non-State 

governmental agencies issuing debt, the State Treasurer may set a fee to be imposed on a per-issuance basis 

as a cost of issuance.   

 

XIII. Review of Policy 
 

The State Treasurer will review this policy at least once every two years.  The State Treasurer shall have the 

sole authority to review and approve non-materials amendments to the policy, such as revisions to ensure 

compliance with federal and state regulations and clarifications or modifications to administrative functions. 

Any Any other changes will only be made with the approval of the Board of Finance; otherwise, it will 

remain in effect until amended and approved by the Board. 
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Amortization: The gradual reduction in principal of an outstanding debt according to a specific repayment 

schedule, which details specific dates and repayment amounts on those dates. 

 

Balloon Maturity: Final payment on a debt that is substantially larger than the preceding payments. An 

issue may be structured with such a Balloon Maturity when some projected event is expected to provide 

extra cash flow or when refinancing is anticipated. 

 

Bond Counsel: The legal firm that provides an opinion as to the tax status, authenticity and legality of a 

bond or note issue as of the date of its issuance. 

 

Bond Insurance: A financial guaranty issued by a private insurance company that guarantees the timely 

payment of principal and interest for a debt issue. In the event that an issuer is unable to make a timely 

payment, the company issuing the bond insurance is responsible to make the payment. 

 

Bullet Bond: A debt instrument, which provides for regularly scheduled interest only payments up until a 

single and final principal payment is made upon the issue’s maturity date. 

 

Call Provisions: Mandatory or optional provisions that allow or require an issuer to prepay a bond prior to 

its stated maturity date. These provisions identify which bonds may be called, when they may be called, and 

what premium, if any, must be paid upon redemption prior to the stated maturity date of the bond. 

 

Capital Appreciation Bond: Non-interest bearing bonds which are sold substantially below par value. The 

difference between the discounted price and par value represents the compounded annual interest rate for the 

investor. Capital appreciation bonds are also known as zero-coupon bonds. 

 

Capitalized Interest: Specific interest payments of a bond issue which are funded in advance, or 

capitalized, through proceeds of the same bond issue. These proceeds are set aside in a specially designated 

fund in order to pay these designated interest payments. In other words, the bond issue pays for itself for a 

designated period of time. 

 

Commercial Paper: Promissory notes issued by state and local governments to finance construction of 

facilities, which are secured by pledged revenues of the issuer and a credit agreement. Commercial paper is 

issued with a short maturity of less than 270 days from the date of issue. 

 

Competitive Sale: A method of sale in which an issuer solicits bids from underwriters to purchase its debt 

offering via electronic bidding, fax, sealed envelope, verbal or other type of auction method. The issue is 

awarded to the bidder judged to have submitted the best bid by offering the lowest interest rate, taking into 

account underwriting spread, interest rates and any discounts or premiums. A competitive sale is most 

frequently used when the credit structure of the issue is relatively simple, market conditions are stable and 

the issue is highly rated or insured. 

 

Credit Rating Agencies (or Rating Agencies): Firms that evaluate the credit quality and ability of debt 

issuers (corporations and governments) to repay obligations as well as their likelihood of defaulting on an 

obligation. The three major credit rating agencies are Moody’s Investor Service, Standard and Poor’s and 

Fitch Ratings, Inc. 

Current Coupon Bonds: Traditional “plain vanilla” bond issues where the coupon is set at a fixed rate to 

maturity at the time of their issuance and immediately, upon issuance, begins to accrue interest, which is 

payable on pre-set interest payment dates. 

 

72



APPENDIX A 
Glossary of Terms 

State of Nevada Board of Finance and State Treasurer 
Debt Management Policy 
Revised June 2018 Page 24 

 

Debt Affordability: The principal amount of debt that an issuer can afford within the constraints of net 

revenues and debt service coverage requirements. 

 

Debt: A promise to pay back a specified sum of borrowed money, or the principal loan amount, according 

to a specified repayment schedule. For municipalities, a debt is usually incurred in the form of a bond issue, 

with a specific principal and interest repayment schedule. 

 

Debt Service Coverage: The ratio of the net revenue stream pledged against a debt to the debt service 

payments of the debt. Debt service coverage ratios are most often used by rating agencies to determine 

repayment sufficiency with respect to bonds secured by a specific revenue stream. 

 

Debt Service Reserve Fund: Revenue bond transactions are traditionally  structured with a debt service 

reserve fund, which assures the timely availability of sufficient moneys for the payment of debt service in 

the event that an issuer cannot make the required debt service payment(s). Typically, the required size of the 

reserve fund is determined by the lesser of: 100% of maximum annual debt service; 125% of average annual 

debt service; or 10% of the aggregate issue price. Reserve funds are usually fully funded out of bond 

proceeds and are set-aside in a separate fund held by the issue’s trustee. Interest earned on the debt service 

reserve fund, as long as the debt service fund is fully funded, can be used to offset debt service payments. 

 

Derivative Product: A product, such as an option or futures contract, whose value is derived from the 

performance of an underlying security. Forward contracts, futures contracts, calls, puts and swaps are the 

most common types of derivatives. 

 

Disclosure Counsel: The legal firm that provides the legal disclosure documentation for an issue, most 

often in the form of the preliminary and final official statement and continuing disclosure agreement, for 

dissemination to the public. 

 

Discount Bonds: Debt sold for less than the stated principal or maturity value. If a discount bond pays no 

coupon throughout the life of an issue, it is called a zero coupon bond. 

 

Financial Advisor: Generally, an independent consulting firm that advises an issuer on financial matters 

ranging from the comprehensive financial health of an issuer to specific financings. Financial Advisors are 

generally not part of the underwriting syndicate that markets financings for an issuer. 

 

Forward Purchase Agreement: An agreement between an underwriter and an issuer, where the 

underwriter agrees to take delivery of certain bonds, at a predetermined interest rate and structure, at some 

point in the future. Forward delivery bonds which are “sold today” are usually delivered three months to a 

year from the sale date. Forward delivery bonds are normally structured in such a way to lock in “today’s” 

interest rates and legally perform a current refunding on bonds which are not eligible to be advance 

refunded. 

 

Hedging: A strategy designed to reduce investment risk using call options, put options, short-selling, or 

future contracts. A hedge can help lock in profit; its purpose is to reduce the volatility of a portfolio by 

reducing the risk of loss. 
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Lease Obligation: A lease obligation generally comes in the form of a lease revenue bond or a certificate of 

participation and is repaid much like a standard bond issue. The lease obligation represents an undivided 

interest in the payments made by a public agency pursuant to a financing lease or an installment purchase 

agreement. A portion of each lease payment is designated as being principal and the remainder as interest. 

Even though leases are not treated as indebtedness of the issuer under state law (particularly the California 

Constitution), the federal tax law treats the lease obligation as if it were a debt, and, as a result, the interest 

component of each lease payment may be treated as tax-exempt interest. 

 

Letter of Credit: An agreement issued by a bank that guarantees the payment of a customer's drafts for a 

specified period and up to a specified amount. A letter of credit can be a form of supplement or, in some 

cases, direct security for a municipal bond under which a commercial bank or private corporation guarantees 

debt service payment on the bond under certain specified conditions. 

 

Line of Credit: An arrangement in which a bank or other financial institution extends a specified amount of 

unsecured credit to a specified borrower for a specified time period. 

 

Liquidity Facility: Variable rate securities are often secured by a liquidity facility, either in the form of a 

letter of credit or a line of credit. Such credit enhancement assures note holders that in the event of a tender 

and failed remarketing, funds will be available to purchase the notes on the tender date, with the issuer 

becoming obligated to the letter of credit or line of credit bank on a prearranged basis. 

 

Long Term Debt: Loans and other financial obligations with a maturity of longer than one year; usually 

accompanied by interest payments. 

 

Maturity Date: The date upon which a specified amount of principal or bonds matures, or becomes due and 

payable by the issuer of the bonds. 

 

Negotiated Sale: A method of sale for bonds, notes or other financing vehicles in which an issuer selects in 

advance, on the basis of proposals received or by other means, one or more underwriters to work with it in 

structuring, marketing and finally offering an issue to investors. The negotiated sale method is often used 

when the issue is: a first time sale by a particular issuer (a new credit), a complex security structure, such as 

a variable rate transaction, an unusually large issue, or in a highly volatile or congested market. 

 

Official Statement: The comprehensive statement issued by a governmental entity after the sale of the 

bonds ,notes or other financing vehicles that describes the details of the transaction. It contains all the salient 

facts concerning the issuer, the issuer’s financial condition, the security pledged for the securities, the stated 

use of the proceeds of the sale, and other relative facts deemed necessary regarding the transaction.  Includes 

final debt service payments, yields and interest rates.  Also known as the Disclosure Statement. 

 

Preliminary Official Statement: A comprehensive statement issued by a governmental entity prior to the 

sale of bonds, notes or other financing vehicles that contains all the salient facts concerning the issuer, the 

issuer’s financial condition, the security pledged for the securities being offered, the projected use of the 

proceeds of the sale, and other facts deemed necessary to enable the investor to judge the quality of the 

securities being offered. Also known as the Disclosure Statement. 

 

Private Placement: A private placement is a variation of a negotiated sale in which an issuer, usually with 

the help of a financial advisor or placement agent, will attempt to place the entire issue directly with an 

investor. The investor will negotiate the specific terms and conditions of the financing before agreeing to 

purchase the issue. 
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Redemption: Depending on an issue’s call provisions, an issuer may on certain dates and at certain 

premiums, redeem or call specific outstanding maturities. When a bond or certificate is redeemed, the issuer 

is required to pay the maturities’ par amount, the accrued interest to the call date, plus any premium required 

by the issue’s call provisions. 

 

Rule 15c2-12: A Securities and Exchange Commission obligation on public issuers of securities to provide 

annual updating of financial information and operating data of the type included in the official statement for 

the bonds.. The issuer is also obligated to provide notice of the occurrence of certain material events. 

 

Securities: Instruments of debt or ownership sold or traded on publicly organized exchanges and/or in over-

the-counter markets. 

 

Selling Group:  A group of different underwriting firms who assist the senior managing underwriter in the 

negotiated sale of a new securities issue but are not responsible for any unsold securities.  This differs from 

a syndicate where each syndicate member has a direct obligation to buy unsold bonds. 

 

Senior Lien Debt: Debt whose terms require it to be repaid with a priority claim on pledged revenues. 

 

Senior Underwriter (also called “Senior Managing Underwriter”, “Lead Managing Underwriter” or 

“Book-Runner Senior Manager”): On a negotiated sale, the Senior Underwriter is the sole underwriter or 

lead underwriter in a syndicate or selling group arrangement.  An Underwriter purchases bonds from an 

issuer with the intent to resell the bonds to investors.  The underwriter is primarily responsible for the 

marketing of the debt issuance. 

 

Short-Term Debt: Generally, debt which matures in one year or less. However, certain securities that 

mature in less than three years may be considered short-term debt. 

 

Subordinate Lien Debt: Debt whose terms require it to be repaid with pledged revenues net of the amount 

necessary to make debt service payments on senior lien debt. 

 

Surety Bond: An alternative to a fully funded debt service reserve fund. A surety bond can be purchased 

from a bond insurance provider to fulfill the role of a debt service reserve fund and can be drawn upon in the 

event an issuer cannot make a regularly scheduled debt service payment. A surety bond must be purchased 

and is subject to credit approval by a bond insurance provider. The provider charges an upfront fee for the 

surety bond of approximately 3.00% to 5.00% of the debt service reserve requirement. 

 

Syndicate:  A group of different underwriting firms who assist the senior managing underwriter in the 

negotiated sale of a new securities issue.  Each syndicate member has, through the agreement among 

underwriters and the bond purchase agreement, a direct obligation to the issuer to buy any unsold bonds.   

 

Tender: With variable rate debt, a bond or note holder has the option of tendering or putting their bonds or 

notes back to the remarketing agent upon specific dates (monthly, weekly) for the full par amount held. The 

remarketing agent then re-offers the tendered notes to investors. The proceeds received by the remarketing 

agent from the sale of the tendered notes are paid to the tendering note holder in full satisfaction of the 

obligation to purchase the notes on the tender date. A new interest rate is set at the lowest rate necessary to 

remarket the tendered notes at par. 
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Underwriter: A securities dealer who purchases a bond or note issue from an issuer and resells it to 

investors. If a syndicate or selling group is formed, the underwriter who coordinates the financing and runs 

the group is called the senior or lead manager. 

 

Variable Rate Demand Bonds (or Notes): Variable rate demand bonds, which are often referred to as 

floating rate debt, are instruments that provide the purchaser with an option to tender or "put" the bonds 

back to the issuer, at par, at the end of each tender or “re-set” period. For example, an issue with a term of 

30 years could have a tender period that is daily, weekly, monthly, quarterly or semi-annually. Since the 

variable rate bonds give the purchaser the option of a put at par at the end of each tender period, the yield on 

each bond approximates the yield on comparably rated securities having a final maturity equal to the 

selected tender period. In other words, a holder of an issue with a weekly tender period is only entitled to a 

seven-day interest rate. Variable rate issues can be viewed as short-term instruments containing a built-in 

refinancing mechanism. 

 

Yield: The net rate of return, as a percentage, received by an investor on an investment. Yield calculations 

on a fixed income investment, such as a bond issue, take purchase price and coupon into account when 

calculating yield to maturity. 

 

Zero Coupon: Non-interest bearing bonds which are sold substantially below par value. The difference 

between the discounted price and par value represents the compounded annual interest rate for the investor. 

Zero coupon bonds are also known as capital appreciation bonds. 
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The State’s Municipal Bond Bank Program (the “Bond Bank”) is established in Chapter 350A of the NRS to 

assist municipalities in undertaking local projects that foster and promote the protection and preservation of 

the property and natural resources of the State by making loans that might not be otherwise available to such 
municipalities or that might be available only at prohibitive interest rates.  In accordance with NRS 

350A.150, the amount of State securities, issued to acquire municipal securities, outstanding at any time may 

not exceed $1.8 billion.   

 

Under this program, the State may make loans to municipalities by purchasing securities which are 

obligations of the municipality (i.e., cities, counties, districts and certain water authorities organized as 

political subdivisions).  A municipality must obtain whatever authorization is required by statute, including, 

in some cases, approval of its electorate, before it may issue general obligation securities, and such securities 

are subject to all statutory restrictions, including local indebtedness limitations.  The State then issues 

general obligation bonds to fund the purchase of those securities issued by the municipality.  The security 

issued by the municipality and purchased by the State is structured so that the payments to the State match 

the debt service payments on the general obligation bonds that are issued.  This is done so that the debt 

service payments are a pass-through obligation of the municipality.  The Bond Bank Program is able to save 

a municipality debt financing costs by pooling multiple smaller issues of municipalities into a larger bond 

financing thus achieving efficiencies in costs of issuance as well as in certain cases, due to the State’s higher 

credit rating versus many municipalities’ lower or nonexistent credit rating. 

 

Chapter 350A also authorizes the Bond Bank to issue revenue bonds to purchase local government 

obligations for any purpose permitted by law (subject to certain exceptions).  Revenue bonds issued to 

acquire such local government obligations would not be general obligations of the State, and would be 

secured solely by repayments of local bonds and certain revenues distributable by the State to the local 

governments.  The State is also permitted to issue general obligation bonds to purchase revenue securities 

issued by a water authority for a purpose related to natural resources, subject to satisfying certain conditions. 

 

The Bond Bank Act does not, in and of itself, authorize the issuance of general obligation securities by the 

municipalities.  Both State general obligation securities issued under the Bond Bank Act and municipality 

general obligation securities purchased in connection with a lending project may, but need not be, 

additionally secured with other pledged revenues. State general obligation bonds issued pursuant to the 

Bond Bank Act are considered by the State to be self-supporting.  Nevertheless, if revenues from the Bond 

Bank payors described below are insufficient to pay amounts due with respect to such bonds, the State is 

obligated to pay any deficiency from state-wide property taxes or the State’s General Fund.  State general 

obligation securities issued for the Bond Bank Program are not subject to the Constitutional debt limit. 

 

NRS 350A.140 designates the State Treasurer as administrator of the Bond Bank. The State Treasurer will 

comply with the following policy and procedural requirements when evaluating municipalities’ applications 

for the Bond Bank and structuring the Bond Bank financing: 

 

 For the purchase of revenue bond securities, the State Treasurer will not issue securities to acquire 

revenue bond securities unless: 

(a) The State Treasurer presents to the Board of Finance findings which indicate that the revenues 

and taxes pledged to the payment of the revenue securities are sufficient to repay the State 

securities; and 

(b) The Board of Finance approves the findings. 

(c) See “State Revolving Fund Bonds – Exchange for a Revenue Security” 
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The State has established two enterprise funds for State Revolving Fund (SRF) programs.  The Water 

Pollution Control Revolving Fund (NRS 445A.120) provides funds to make loans or to provide other 

assistance for certain water pollution control projects and for related purposes authorized under the state 

revolving loan fund provisions of the federal Clean Water Act (the “Pollution Control Projects Account”).  

The Safe Drinking Water Revolving Fund (NRS 445A.255) is used to make loans or to provide other 

assistance for certain drinking water projects and for related purposes authorized under the state revolving 

loan fund provisions of the federal Safe Drinking Water Act (the “Revolving Fund Account”).  

  

Funding for these programs is provided primarily through federal capitalization of grant money made 

available to the State, receipt of which is conditioned on the State’s providing approximately 20% matching 

funds.  Funds are generally used to make loans at or below market rates to municipal recipients for purposes 

of paying for costs of designing and constructing publicly owned treatment works and drinking water 

projects.  Funds loaned to municipal recipients for eligible projects are repaid into the accounts and are re-

used in the program, thus creating a source of funds to make payments on State bonds and a perpetual 

source of funding for projects.   

 

The Director of the State Department of Conservation and Natural Resources, with the approval of the 

Office of Finance, is permitted to authorize the State Treasurer to issue general obligation bonds of the State 

to support the purposes of the Pollution Control Projects Account.  The Administrator of the Division of 

Environmental Protection of the State Department of Conservation and Natural Resources is permitted to 

authorize the State Treasurer to issue general obligation bonds of the State to support the purposes of the 

Revolving Fund Account or to provide money from the State to match federal grants as required by the 

federal Safe Drinking Water Act.  In both cases, such bonds are not subject to the constitutional limitation as 

to amount imposed on general obligation bonds.  The loans made from the proceeds of bonds are secured by 

debt instruments of the municipal borrowers.  The State has considered bonds previously issued for purposes 

of the Pollution Control Projects Program and the Public Water System Program to be self-supporting 

because State bonds issued for these purposes are secured by loan payments made by municipal loan 

recipients.  There is no statutory cap on the principal amount of general obligation bonds that may be issued 

for the Pollution Control Program.   

 

The interest rate for SRF project loans shall be: 

 

a) For tax-exempt bonds, the State shall charge an interest rate on the outstanding principal of the 

general obligation bond equal to 62.5% of the Index of Twenty Bonds most recently published 

in The Bond Buyer. 

b) For taxable bonds, the State shall charge an interest rate on the outstanding principal of the general 

obligation bond equal to 62.5% of an available index of taxable general obligation bonds or if 

not available, an applicable index. 

 

The interest rate for refinancing existing SRF project loans (average life of the refunding bonds is ten years 

or less) or municipal debt incurred for a SRF qualified project (average life of the refunding bonds is ten 

years or less) shall be: 

 

 For tax-exempt bonds, the State shall charge an interest rate on the outstanding principal of the 

general obligation bond equal to the rate of the current Municipal Market Data (MMD) AAA Curve 

scale corresponding to the average life of the refunding bonds (rounded up to the next full year) plus 

25 basis points. 
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In special circumstances where a SRF loan financing or refinancing does not fit within the interest rate 

parameters above (e.g. a SRF project loan with an amortization term of ten years or less, a taxable 

refinancing of an existing SRF project loan or municipal debt incurred for a SRF qualified project), the 

Treasurer’s Office in consultation with its Financial Advisor and the Division of Environmental Protection 

will determine the rate utilizing an applicable index in line with the methodology above to produce a loan at 

or below the current market rate.    

 

Substitution of a Revenue Bond 

State law authorizes the Treasurer to acquire and hold municipal securities.  With the express permission 

and in the sole discretion of the State Treasurer, the municipality may evidence the loan with a revenue bond 

in lieu of a general obligation bond additionally secured by pledged revenues if the following conditions are 

met: 

 

 Issuance of a general obligation bond, additionally secured by pledged revenues, has been protested, 

overturned, otherwise hindered or not available; 

 The amount of the loan is less than $5,000,000; 

 The health and welfare of citizenry is at risk; or the timing of receipt of funds creates an economic 

or health burden; or 

 For good cause shown. 

 

Once the State Treasurer has determined that one or more of the above requirements have been met and 

approves the exchange, the following applies: 

 

a) Interest Rate 

i) For tax-exempt bonds, the State shall charge an interest rate on the outstanding principal of the 

revenue bond equal to 62.5% of the 25 Revenue Bond Index most recently published in The 

Bond Buyer. 

ii) For taxable bonds, the State shall charge an interest rate on the outstanding principal of the 

revenue bond equal to 62.5% of an available index of taxable revenue bonds or if not available, 

an applicable index. 

b) At the time of adoption of the instrument, ordinance or resolution authorizing the issuance of the 

revenue bond, the local government shall not be in default in the payment of principal of or interest 

on any securities payable from the net pledged revenues that will secure the payment of the revenue 

bond. 

c) The revenue bond must constitute a first lien on the net pledged revenues, unless for good cause 

shown, the State Treasurer agrees to accept another lien position. 

d) If the revenue bond is to be issued by a local government that has less than 10,000 customers of its 

sewer and/or water system, the net revenue (subject to adjustments as hereinafter provided) 

projected by the local government to be derived in the later of (i) the fiscal year immediately 

following the fiscal year in which the facilities to be financed with the proceeds of the revenue bond 

are projected to be completed or (ii) the first fiscal year for which no interest has been capitalized 

for the payment of any parity securities, including the revenue bond proposed to be issued, will be 

sufficient to pay at least an amount equal to 1.25 times the principal and interest requirements (to be 

paid during that fiscal year) of the proposed revenue bond and any other outstanding parity 

securities of the local government (excluding any reserves therefore), and the governing body must 

covenant not to issue additional securities on a parity with or superior to the revenue bond without 

meeting this test. 
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e) If the revenue bond is to be issued by a local government that has greater than 10,000 customers of 

its sewer and/or water system, the net revenue (subject to adjustments as hereinafter provided) 

projected by the local government to be derived in the later of (i) the fiscal year immediately 

following the fiscal year in which the facilities to be financed with the proceeds of the revenue bond 

are projected to be completed or (ii) the first fiscal year for which no interest has been capitalized 

for the payment of any parity securities, including the revenue bond proposed to be issued, will be 

sufficient to pay at least an amount equal to 1.2 times the principal and interest requirements (to be 

paid during that fiscal year) of the proposed bond and any other outstanding parity securities of the 

local government (excluding any reserves therefore), and the governing body must covenant not to 

issue additional securities on a parity with or superior to the revenue bond without meeting this test. 

f) In determining whether or not a revenue bond may be issued in accordance with one of the 

foregoing tests in paragraphs  d and e above: 

i) Consideration may be given to any probable estimated increase or reduction in operation and 

maintenance expenses that will result from the expenditure of the funds proposed to be derived 

from the issuance and sale of the revenue bond; 

ii) Consideration may be given to rate increases that have been adopted and have taken effect or 

are scheduled to take effect in the fiscal year immediately following the issuance of the revenue 

bond; and 

iii) The respective annual principal (or redemption price) and interest requirements shall be reduced 

to the extent such requirements are scheduled to be paid with moneys held in trust or in escrow 

for that purpose by any trust bank, including the known minimum yield from any investment in 

permitted securities. 

 

A written certificate or written opinion by an authorized representative of the local government, an 

independent accountant or consulting engineer that one of the foregoing tests in paragraphs d, e, and f above 

as applicable, is met must be delivered to the State on or before the date of delivery of the revenue bond to 

the State.   

 

The local government must covenant in the instrument, resolution or ordinance authorizing the issuance of 

the revenue bond to charge against its customers of the sewer and/or water system, such fees, rates and other 

charges as shall be sufficient to produce gross revenues annually which, together with any other funds 

available therefore will be in each fiscal year at least equal to the sum of: 

 

a) An amount equal to the annual operation and maintenance expenses for the system for such fiscal 

year; 

b) An amount equal to: (i) in the case of a revenue bond issued by a local government that has less than 

10,000 customers of its water and/or sewer system, 1.25 times, and in the case of a revenue bond 

issued by a local government that has more than 10,000 customers of its water and/or sewer system, 

1.2 times, the debt service due in such fiscal year on any then outstanding superior securities, the 

revenue bond and any outstanding parity securities; and 

c) Any amounts payable from the net revenues and pertaining to the system, including, without 

limitation, debt service and reserve requirements on any subordinate securities and any other 

securities pertaining to the system, operation and maintenance reserves, capital reserves and prior 

deficiencies pertaining to any account relating to gross revenues. 
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The instrument, resolution or ordinance authorizing the revenue bond must provide for a reserve fund which 

may be funded from bond or loan proceeds or other available monies in the minimum reserve amount equal 

to 10% of the par amount of the revenue bond, average annual debt service on the revenue bond or the 

maximum annual debt service on the revenue bond, whichever is less, to be deposited with the State 

Treasurer in the Local Government Investment Pool (the “LGIP”).  The interest on the reserve fund is to be 

accrued and distributed to the benefit of the applicant. 

 

##END## 
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I. Introduction 
The Nevada State Board of Finance (the “Board”) hereby enacts this Debt Management Policy (the 

“Policy”) dated June 12, 2018, which governs the issuance and management of all State debt and lease 

financings authorized by the Board with the exception of housing and industrial development revenue bonds 

issued by the Department of Business and Industry.  The primary objectives of this Policy are to establish 

conditions for the use of debt, to create procedures and policies that minimize the State’s debt service and 

issuance costs, to retain the highest practical credit rating, and to maintain full and complete financial 

disclosure and reporting.  The Office of the State Treasurer (“State Treasurer” or “Treasurer”) and staff 

responsible for the issuance and management of State debt in addition to the State Treasurer are the Chief 

Deputy State Treasurer and Deputy Treasurer of Debt Management, assisted by various other staff members. 

 

While adherence to this Policy is required in applicable circumstances, the State recognizes that changes in 

the capital markets, State programs, and other unforeseen circumstances may produce situations that are not 

covered by the Policy or require modifications or exceptions to achieve Policy goals. In these cases, specific 

prior authorization from the Board is necessary to provide management appropriate flexibility. 

 

II. Purposes of Debt Issuance 
Debt should be used to finance essential capital facilities, projects, and certain equipment when it is cost 

efficient and fiscally prudent, as well as to potentially finance certain liabilities of the State when the capital 

markets provide for a more efficient and economical means to finance these costs.  This Policy recognizes 

that the level of indebtedness incurred by the State represents a significant obligation of citizens of this 

State; therefore, prior to the issuance of any debt or lease financing, the State Treasurer and Board shall 

consider the various factors contained in this Policy, including compliance with all applicable laws, debt 

affordability and debt capacity requirements, the availability of other funding sources such as cash, and the 

integration of debt within the overall capital planning efforts of the State. 

 

A. Legal Authorization 
Constitutionally, general obligation bonds are required to be legislatively authorized for a specific purpose 

and are secured by the ad valorem tax portion dedicated to the payment of general obligation debt.  NRS 

226.110 (10) provides that the State Treasurer is directly responsible for the issuance of any obligation 

authorized on behalf and in the name of the State, other than certain housing and industrial development 

debt.  The State Treasurer is responsible for the following types of debt:  Capital Improvement Bonds, 

Municipal Bond Bank Bonds; State Revolving Fund Bonds; Cultural Centers Bonds; Natural Resources 

Bonds; Economic Development Bonds; Unemployment Compensation Bonds; Highway Improvement 

Revenue Bonds; and, other miscellaneous new money and refunding bonds and securities.  The Colorado 

River Commission, the University of Nevada System of Higher Education, and the Department of Business 

and Industry issue various types of bonds under various levels of autonomy. 

 

NRS 355.010-355.045 created the State Board of Finance.  NRS 349.225 requires that any general obligation 

bond, with the exception of certain bonds issued by the Colorado River Commission, be reviewed and 

approved by the Board.  Authorizing legislation for the issuance of State bonds will typically require the 

Board to approve the issuance of the bonds. 

 

B. Integration of Capital Improvement Plan and Debt 
As part of the biennial budget process, the Department of Administration, Public Works Division must 

identify requests for the financing of projects during the Capital Improvement Program (“CIP”) process.   At 

the same time, the State Treasurer shall prepare a Debt Affordability Analysis, as discussed in more detail in 

Section III.B of this Policy, which shall be used to determine the maximum amount of general obligation 

(GO) bond financing available in the subsequent biennium for capital projects and other bonding programs 
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paid with the ad valorem tax revenue .  This Debt Affordability Analysis is utilized by the Director of the 

Governor’s Office of Finance in the preparation of the Governor’s recommended budget for the allocation of 

the State’s general obligation bonding capacity amongst the State’s bonding programs whose debt service is 

paid from ad valorem tax revenue .  The General Obligation Debt Capacity and Affordability Report which 

is compiled from the Debt Affordability Analysis shall be presented to the Legislature at the beginning of 

each legislative session.  Each biennium, if there is adequate funding, a Capital Improvement Projects bill 

may be submitted to the Legislature, which identifies and authorizes projects to be financed through debt 

financing, which is subject to the results of the General Obligation Debt Capacity and Affordability Report 

submitted to the Legislature. 

 

Debt financing should be used to finance or refinance only those capital improvements and long-term assets, 

or other costs directly associated with the financing of a project, which have been determined to be 

beneficial to the citizens of Nevada, and for which repayment sources have been identified.  Bonding or 

other forms of indebtedness should be used only after considering alternative funding sources, such as pay-

as-you-go funding from current revenues, Federal and State grants, and special assessments.  

 

C. New Money Financing 
The issuance of “new money” bonds are financings that generate bond proceeds for one of three purposes: 

 

(1) Direct expenditures on capital projects or equipment - These bond proceeds shall be used for 

acquisition, construction, reconstruction, replacement, extension or improvement of infrastructure or 

equipment.  New money bond proceeds shall not be used to fund operational activities.   

 

(2) Working capital purposes - Securitizations or monetization of state revenues for working capital 

purposes are permitted, subject to the following requirements: 

 

a) The bonds must meet US Department of Treasury requirements for working capital purposes. 

b) The term of the bonds issued and period of time that State revenues are pledged shall not exceed 

10 years. 

c) Except in extraordinary circumstances, no more than 20% of the projected revenues from any 

State revenue currently allocated to the General Fund shall be pledged for repayment of debt 

service and/or to meet bond covenants, in order to minimize the impact on the state budget. 

d) Such financings shall be structured as special obligation bonds (i.e., revenue bonds) so as not to 

impair the debt capacity of the State to issue general obligation bonds for capital projects. 

 

(3) In limited cases, to finance liabilities of the State, such as the case with pension obligation bonds, 

unemployment insurance bonds or judgment bonds, when the capital markets provide for a more 

efficient and economical means to finance these costs.  In such cases, the following requirements 

apply: 

 

a) The net savings, on a present value basis, must exceed 3% of the liability being refunded. 

b) Only fixed-rate coupons for any bonds issued are allowed.  The use of variable-rate debt to 

finance such liabilities is prohibited due to the uncertainty of savings that would entail. 

c) Such financings shall be structured as special obligation bonds (i.e., revenue bonds) so as not to 

impair the debt capacity of the State to issue general obligation bonds for capital projects. 
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New money proceeds may also be used to reimburse prior capital expenditures made on a pay-as-you-go 

basis subject to Board approval of a reimbursement resolution to declare the Board’s intent to reimburse the 

State for prior capital expenditures in anticipation of funding from future bond issues.  The general rules 

applicable to such reimbursements are found under Treasury Regulation Section 1.150-2 and provide that 

reimbursement allocations be treated as an expenditure of proceeds for bonds issued for a governmental 

purpose on the date of such allocation subject to requirements therein being satisfied. 

 

D. Refunding Bonds 
The State Treasurer shall pursue a policy to refinance State debt to achieve true savings for the State as 

market opportunities arise.  The guideline to be used in determining whether an "advance refunding" should 

be transacted is if a present value savings (net of expenses) of at least 3% can be achieved on the principal 

amount of debt being refunded.  Even if these savings thresholds for advance refundings are met, the State 

Treasurer may choose to defer refunding the bonds until the bonds can be refunded as a current refunding 

(90 days within the first call date) based on an analysis of projected interest rates and escrow yields.  As of 

the date of this policy, tax-exempt bonds are federally prohibited from “advance refundings”. 

 

The State Treasurer may justifiably consider refundings that differ from these target guidelines on a case-by-

case basis, but should explain the reasons for deviation to the Board.  For example, the State may consider 

the restructuring of a particular debt financing in order to smooth out the State’s aggregate annual debt 

service costs.  Refundings with aggregate negative present value savings will not be considered unless there 

is a compelling public policy objective.  An exception to this policy is pass-through bonds such as bonds 

issued under the Municipal Bond Bank in which the entity responsible for payment of the debt has requested 

a restructuring of their debt that entails a net present value cost but which the entity has demonstrated the 

refunding debt service meets established affordability guidelines or other goals. 

 

III. Debt Limitations 
Prior to the issuance of any “new money” general obligation debt or lease financing, the State Treasurer 

shall conduct an analysis to determine the impact of such a financing on the State’s debt capacity and debt 

affordability and to verify compliance with these requirements.  Additionally, the State Treasurer shall 

monitor the State’s debt levels and shall be prepared at all times to provide comprehensive tables and 

information to the Governor, the Legislature, the investment community, and the rating agencies about State 

debt.  This information is published regularly in bond disclosure documents and public filings with 

municipal securities information repositories. 

 

A. Debt Capacity 
The State Treasurer is responsible for identifying the type of debt to be issued and all applicable legal 

restrictions.  Article 9, Section 3 of the Constitution of the State of Nevada limits the aggregate principal 

amount of the State’s outstanding general obligation debt to 2% of the total reported assessed valuation of 

the State.  The limitation does not extend to debt incurred for the protection and preservation of any property 

or natural resources of the State or for the purpose of obtaining the benefits thereof, nor does it apply to non-

general obligation lease-purchase bonds.  In order to provide a buffer for possible future declines of assessed 

valuation of the State as a result of declining real estate values, this policy shall set a limit for aggregate 

principal amount of the State’s outstanding general obligation debt to be 2.00% of the total reported assessed 

valuation of the State at the time of issuance of bonds minus one half of the current fiscal year’s debt service 

for non-self-supported general obligation debt in keeping with best practices.   
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B. Debt Affordability 
In addition to verifying that there is sufficient debt capacity to issue general obligation bonds pursuant to the 

State’s constitutional requirements, the State Treasurer shall conduct a debt affordability analysis on at least 

an annual basis as well as prior to the issuance of any new money general obligation debt paid from ad 

valorem tax revenue.  The debt affordability analysis will be prepared in order to verify that projected ad 

valorem tax revenue dedicated to the State’s general obligation bonds paid from ad valorem tax revenue 

(currently 17 cents per $100 of assessed valuation) plus projected fund balances in the State’s Consolidated 

Bond Interest and Redemption Fund are sufficient to cover the debt service requirements for any new money 

general obligation debt combined with existing debt service throughout the term of the State’s general 

obligation program for general obligation debt paid from ad valorem tax revenue.  The parameters of the 

debt affordability analysis shall include: 

 

(1) A minimum ending fund balance in the Consolidated Bond Interest and Redemption Fund at the end 

of each fiscal year equal to at least one half of the next fiscal year’s debt service payments on its 

general obligation bonds (exclusive of those bonds considered to be self-supporting and paid by 

other available revenues) in each of the next five fiscal years.  For the following fiscal years (Year 

#6 and beyond), a positive projected fund balance for the Consolidated Bond Interest and 

Redemption Fund is required. 

 

(2) Revenue estimates of the ad valorem taxes dedicated to the repayment of the State’s general 

obligation bonds shall not assume any increase in the tax rate. 

 

(3) Revenue growth estimates of the ad valorem taxes dedicated to the repayment of the State’s general 

obligation bonds shall be developed in consultation with the Governor’s Office of Finance, 

Department of Taxation, Legislative Counsel Bureau and the State Treasurer’s Office. 

 

IV. Types of Authorized State Debt 
 

A. General Obligations 
General obligation bonds represent bonds secured by the full faith and credit of the State.  Pursuant to NRS 

349.224, the State may issue general obligation bonds payable solely from taxes (non-self-supporting bonds) 

or secured by taxes and payable from pledged revenues (self-supporting bonds). In accordance with NRS 

349.225, the State Treasurer will obtain prior approval of the Board for the issuance of any general 

obligation securities, other than certain securities issued by the Colorado River Commission. 

 

B. Special Obligation Bonds 
Pursuant to NRS 349.226, the State may issue special obligation bonds secured by net pledged revenues but 

not secured by taxes or gross pledged revenues.  Special obligation bonds in essence are equivalent to the 

term “revenue bonds” as commonly referenced in the capital markets, in that these bonds are secured by a 

dedicated revenue stream other than property taxes and are not secured by the full faith and credit of the 

State.   
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NRS 349.192 defines “Pledged revenues” as moneys pledged wholly or in part for the payment of bonds or 

other state securities issued in accordance with the provisions of the State Securities Law (NRS 349.150-

349.670), and, subject to any existing pledges or other contractual limitations.  Pledged revenues may 

include the proceeds of any excise taxes levied and collected by the State and authorized by law (other than 

the State Securities Law) to be pledged for the payment of state securities issued in accordance with the 

provisions of the State Securities Law, but excluding the proceeds of any taxes as defined in NRS 349.204. 

 

(1) Highway Revenue (Motor Vehicle Fuel Tax) Bonds 

NRS 408.273 authorizes the issuance of special obligation bonds by the Board when so requested, to 

provide money to enable the Department of Transportation to complete pending and currently 

projected highway construction projects, in an amount specified in the request. 

 

(2) Unemployment Compensation Fund Special Revenue Bonds 

 NRS 612.6122 authorizes the issuance of special obligation bonds by the Board when so requested, 

to fund the repayment of federal advances and interest thereon, to make deposits to or to establish 

adequate balances in this State’s account in the Unemployment Trust Fund of the United States 

Treasury, to pay the costs of issuing bonds, to pay administrative expenses, to fund capitalized 

interest, to fund bond reserves, to refund or redeem prior bonds, or otherwise further the purposes of  

NRS 612.6102 to 612.6134, inclusive. 

 

C. Installment-Purchase and Lease-Purchase Agreements/Certificates of Participation 
NRS 353.550- and 353.630 Lease-revenue bonds, or lease-purchase bonds, are lease obligations whose 

principal and interest are payable exclusively from rental payments from a lessee. Lease-revenue bonds are 

structured as a series of one-year renewable obligations spread out over the life of the asset. Certificates of 

Participation (COP), the most commonly used form of lease-purchase financing; create a tax-exempt lease to 

finance capital improvement projects or to purchase essential equipment.  

 

The State will consider issuing lease financings when a determination is made that: 

 

(1) The type of asset or equipment being financed is not eligible to be paid from other sources, or 

 

(2) The COPs are issued to finance a new building or facility of the State or make improvements to an 

existing building or facility and the following conditions are met: 

a) There is a preference to pay debt service from existing state revenues rather than from ad 

valorem property taxes or new revenue sources, and 

b) Existing revenues or payments of the State can be repurposed to pay debt service for a new 

building or facility, and those monies, coupled with any upfront equity contribution from the 

General Fund or other funds, are projected to be sufficient to pay associated debt service. 

 

Due to State law (NRS 353.550 (c)), COPs or lease-revenue bonds may not be used to make repairs or 

improvements to multiple facilities.   
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V. Authorized Programs 
 

A. State Programs 

 
1. Cultural Centers Bonds 

NRS 383.530 authorizes the issuance of general obligation bonds by the Board for Historic Preservation not 

to exceed a total face amount of $3 million per year.  From the proceeds of any bond issuance, the 

Commission for Cultural Centers and Historic Preservation may grant financial assistance for educational or 

charitable purposes, including, without limitation, the preservation or promotion of cultural resources 

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing. These bonds are subject to the 2% Constitutional debt limitation 

described in Section III.A of this Policy and the expenses related to the issuance of the bonds which must be 

paid from the proceeds of the bonds must not exceed 2 percent of the face amount of the bonds sold. 

 

2. Open Space Bonds 

Assembly Bill 9 of the 17
th
 Special Session required a proposal to be submitted to voters at the general 

election held on November 5, 2002 for the issuance of up to $200 million in general obligation bonds for 

open space, parks and cultural resources projects.  The voters approved this measure, known as Q1.  As 

general obligation bonds, the source of funding for the payment of debt service is included in the amount of 

the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad valorem 

tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement Projects 

bill shall set the amount of funding authorized for eligible projects including the amount authorized to be 

funded through debt financing.   A portion of these bonds are subject to the 2% Constitutional debt 

limitation described in Section III.A of this Policy and a portion of these bonds are exempt from the 2% 

Constitutional debt limitation described in Section III.A of this Policy. 

 

3. State’s Capital Improvement Plan 

The Department of Administration, Division of Public Works shall recommend the State’s biennial Capital 

Improvement Plan to the Legislature during the regular session.  Each biennium, a Capital Improvement 

Projects bill is thereby submitted to the Legislature, which identifies and authorizes projects to be financed 

through debt financing, which is subject to the results of the General Obligation Debt Capacity and 

Affordability Report submitted to the Legislature.   

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing paid from ad valorem tax revenue or other identified sources of 

funding.. These bonds are subject to the 2% Constitutional debt limitation described in Section III.A of this 

Policy. 
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4. Water System Grants 

NRS 349.986 authorizes the issuance of general obligation bonds subject to a limit of $125 million in 

principal amount outstanding at any one time to provide grants for capital improvement to publicly owned 

water systems.  Eligible projects are determined by the Board for Financing Water Projects.   

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing. These bonds are exempt from the 2% Constitutional debt limitation 

described in Section III.A of this Policy. 

 

5. Lake Tahoe Environmental Improvement Projects 

Assembly Bill 18 of the 75
th
 Regular Session (2009) authorized the issuance of an aggregate principal 

amount of general obligation bonds not to exceed $100 million between July 1, 2009 and June 30, 2020 for 

the purpose of carrying out certain environmental improvement projects for the Lake Tahoe Basin. 

 

As general obligation bonds, the source of funding for the payment of debt service is included in the amount 

of the ad valorem tax set in law that is dedicated to the State’s general obligation bonds paid from ad 

valorem tax revenue (currently 17 cents per $100 of assessed valuation). As such, the Capital Improvement 

Projects bill shall set the amount of funding authorized for eligible projects including the amount authorized 

to be funded through debt financing. These bonds are exempt from the 2% Constitutional debt limitation 

described in Section III.A of this Policy. 

 

6. Marlette Lake Water System 

NRS 331.160.6 authorizes the issuance of general obligation bonds or revenue bonds by the Board when so 

requested, in an aggregate principal amount not to exceed $25,000,000 to finance the capital costs of 

improving and modernizing the Marlette Lake Water System. Before any revenue bonds are issued pursuant 

to this subsection, the Board must determine that sufficient revenue will be available in the Marlette Lake 

Water System Fund to pay the interest and installments of principal as they become due.   

 

State general obligation bonds issued pursuant to this NRS are considered by the State to be self-supporting.  

Nevertheless, if revenues from the Marlette Lake Water System are insufficient to pay amounts due with 

respect to such bonds, the State is obligated to pay any deficiency from state-wide property taxes or the 

State’s General Fund.  These bonds are exempt from the 2% Constitutional debt limitation described in 

Section III.A of this Policy. 

 

7. Nevada System of Higher Education 

The 2013 Legislature authorized in AB 501 (Chapter 514) the issuance of $85 million of general obligation 

bonds to finance capital improvements at the University of Nevada, Las Vegas and the University of 

Nevada, Reno campuses.  In connection with this authorization, the legislation imposes a $250 annual excise 

tax on each slot machine operated in the State.  In each year a portion of this excise tax is to be deposited in 

the Special Capital Construction Fund for the payment of these bonds (NRS 463.385(6).   

 

State general obligation bonds issued pursuant to this NRS are considered by the State to be self-supporting.  

Nevertheless, if revenues from the excise tax are insufficient to pay amounts due with respect to such bonds, 

the State is obligated to pay any deficiency from state-wide property taxes or the State’s General Fund.  

These bonds are subject to the 2% Constitutional debt limitation described in Section III.A of this Policy. 
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8. Colorado River Commission 

The 2013 Legislature authorized in SB 438 (Chapter 246) the issuance  by the Colorado River Commission 

of up to $35 million of  either general obligation bonds payable from taxes and additionally secured with 

pledged revenues, special obligations payable from pledged revenue, or any combination of the foregoing 

for the purpose of prepaying, financing or refinancing a portion of the capital costs which contribute to the 

ongoing costs of electrical capacity and energy generated from the Hoover Dam. 

  

State general obligation bonds issued pursuant to NRS 538.166(e) are considered by the State to be self-

supporting.  Nevertheless, if pledged revenues are insufficient to pay amounts due with respect to such 

bonds, the State is obligated to pay any deficiency from state-wide property taxes or the State’s General 

Fund.  These bonds are exempt from the 2% Constitutional debt limitation described in Section III.A of this 

Policy. 

 

B. Local Assistance Programs 
 

1. Municipal Bond Bank Bonds 

The State’s Municipal Bond Bank Program (the “Bond Bank”) is established in Chapter 350A of the NRS to 

assist municipalities in undertaking local projects that foster and promote the protection and preservation of 

the property and natural resources of the State by making loans that might not be otherwise available to such 

municipalities or that might be available only at prohibitive interest rates.  In accordance with NRS 

350A.150, the amount of outstanding State securities issued to acquire municipal securities may not exceed 

$1.8 billion. 

 

The Bond Bank Act does not, in and of itself, authorize the issuance of general obligation securities by the 

municipalities.  Both State general obligation securities issued under the Bond Bank Act and municipality 

general obligation securities purchased in connection with a lending project may, but need not be, 

additionally secured with other pledged revenues. State general obligation bonds issued pursuant to the Bond 

Bank Act are considered by the State to be self-supporting.  Nevertheless, if revenues from the Bond Bank 

payors described below are insufficient to pay amounts due with respect to such bonds, the State is obligated 

to pay any deficiency from state-wide property taxes or the State’s General Fund.  These bonds are exempt 

from the 2% Constitutional debt limitation described in Section III.A of this Policy.  The issuance of bonds 

under this program will comply with Appendix B, “Municipal Bond Bank Policy”. 

 

2. State Revolving Fund Bonds 

The State has established two enterprise funds for state revolving fund programs.  The Water Pollution 

Control Revolving Fund (NRS 445A.120) provides funds to make loans or to provide other assistance for 

certain water pollution control projects and for related purposes authorized under the state revolving loan 

fund provisions of the federal Clean Water Act (the “Pollution Control Projects Account”).  The Safe 

Drinking Water Revolving Fund (NRS 445A.255) is used to make loans or to provide other assistance for 

certain drinking water projects and for related purposes authorized under the state revolving loan fund 

provisions of the federal Safe Drinking Water Act (the “Revolving Fund Account”).   

Funding for these programs is provided primarily through the federal capitalization of grant money made 

available to the State, receipt of which is conditioned on the State’s providing approximately 20% matching 

funds.  Funds are generally used to make loans at or below market rates to municipal recipients for purposes 

of paying for costs of designing and constructing publicly owned treatment works.  Funds loaned to 

municipal recipients for eligible projects are repaid into the accounts and are re-used in the program, thus 

creating a source of funds to make payments on State bonds and a perpetual source of funding for projects. . 

State general obligation bonds issued for State Revolving Fund Programs are considered by the State to be 
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self-supporting.  Nevertheless, if revenues from the Bond Bank payors described below are insufficient to 

pay amounts due with respect to such bonds, the State is obligated to pay any deficiency from state-wide 

property taxes or the State’s General Fund.  These bonds are exempt from the 2% Constitutional debt 

limitation described in Section III.A of this Policy.  The issuance of bonds under this program will comply 

with Appendix C, “State Revolving Fund Bond Policy”.   

3. Economic Development Bonds 

NRS 360.991 authorizes the issuance of general obligation bonds to finance infrastructure projects identified 

in economic development financing agreements in an amount not to exceed $175,000,000 per agreement and 

in an amount not to exceed $200,000,000 outstanding at any one time.  State general obligation bonds issued 

pursuant to this NRS are considered by the State to be self-supporting.  Nevertheless, if revenues from any 

districts or areas created for the purpose of financing the infrastructure projects identified in the economic 

development financing proposal which are pledged for the repayment of the bonds are insufficient to pay 

any sums coming due on the bonds, before such bonds are paid from the State General fund, the local 

government that created the districts or areas shall promptly pay such sums to the extent of the money 

available in the uncommitted balance of the general fund of the local government.  Ultimately, the State is 

obligated to pay any deficiency from state-wide property taxes or the State’s General Fund.  These bonds 

may be either subject to or exempt from the 2% Constitutional debt limitation described in Section III.A of 

this Policy. 

 

4. Permanent School Fund Guarantee Program 

NRS 387.513-387.528 provides for the Permanent School Fund Guarantee (PSFG) Program which allows 

school districts to enter into guarantee agreements with the State whereby the money in the Permanent 

School Fund is used to guarantee the debt service payments on certain bonds issued by the school districts.  

This program is designed to provide easier access to public credit markets and reduce borrowing costs to 

school districts.  Fundamental to this program is the legal authorization of the Permanent School Fund (the 

“Fund”) to guarantee school district debt, which includes the mechanics to ensure timely debt service 

payment, and strong oversight and enforcement provisions.  The State Treasurer, who also has responsibility 

for investment of the Fund, administers this program.   

The total amount of bonds to be guaranteed for each school district under the PSFG Program is limited to 

$40 million.   In addition, the total amount of outstanding bonds guaranteed by the State Permanent School 

Fund (the “Fund”) is limited to 250% of the lower of the cost or fair market value of the assets in the Fund 

or as specified by federal tax law.  

VI. Debt Structural Features 
The State’s preference is to structure bonds that shall produce level annual debt service payments although 

principal payments may be deferred in certain circumstances where it will take a period of time before 

projected revenues are sufficient to pay debt service or the project being financed is growth-related and an 

ascending debt service schedule is appropriate.  The Treasurer may also structure the amortization of 

principal to achieve other financial planning goals.  The primary exception to the above goal is to structure 

the State’s overall debt portfolio (i.e., the aggregate debt service for non-self-supported debt) so as to align it 

to projected tax revenues and other resources.   

 

Examples of how this can be accomplished include the issuance of refunding bonds that have varying 

principal repayments structured to fill in the gaps created by refunding specific principal maturities and 

structuring the amortization of principal for new money bonds to wrap around existing obligations.  The 

deferral of principal or the overall extension of debt service for a refunding issue beyond the original term is 

discouraged except in extraordinary circumstances.   
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Debt financings shall also conform to the following structuring considerations or requirements. 

 

A. Maximum Rate of Interest.   
State law restricts the maximum rate of interest on securities issued by the State to the Bond Buyer Index of 

Twenty Bonds for general obligation bonds or the Bond Buyer Index of Revenue Bonds for special 

obligations, whichever is applicable, plus 3% (NRS 349.076).  The State Treasurer through its Bond Counsel 

monitors this cap and takes responsibility for compliance. 

 

B. Discounted and Premium Bonds   
The State may sell its securities at par, above par or below par at a discount of not more than 9% of the 

principal amount but the effective interest rate must not exceed the limit provided in NRS 349.076 and 349. 

0.77While discounted bonds may slightly reduce the interest cost of the bonds below that of non-discount 

bonds, the amount of the discount must be analyzed to minimize the negative impact on the State’s future 

ability to refund the bonds for interest savings. 

 

C. Interest Payment Intervals   
Interest is payable at least semiannually on bonds subject to the Constitutional debt limit and at intervals 

determined by the Board  on other debt.  (NRS 349.276)  The State Treasurer implements these requirements 

with appropriate provisions in the bond documents.  

 

D. Bond Maturity  
General obligation bonds, which are subject to the Constitutional debt limit, must have a maturity not to 

exceed 20 years from the date of passage of the act authorizing their issuance and other bonds constituting a 

debt which are not subject to the limitation must mature within 50 years from their date of issuance. (NRS 

349.276)  The maturity of a bond shall not exceed 120% of the estimated useful weighted life of the projects 

being financed.   

 

E. Term/Serial Bonds  
The State will structure its bond issues as serial, term or a combination of both in order to realize the lowest 

interest cost possible and to respond to market demand, or lack thereof, for specific bond maturities. 

 

F. Capital Appreciation Bonds   
Capital Appreciation Bonds (“CABs”) should only be considered primarily to achieve level debt service 

with other outstanding bonds.  CABs may only be considered in order to achieve an overall economic 

benefit as compared to a traditional current interest bond structure. 

 

G. Call Provisions 
Generally, the State will set such provisions to provide maximum flexibility relative to the cost of the call 

feature and avoid conditions that restrict future refunding possibilities.  Bonds issued without a call feature 

shall be limited and shall only be issued when investors are willing to pay a significant premium for non-

callable debt or if the bond’s maturity is less than ten years.   The maximum call premium under state law is 

9 percent of the principal amount of each bond or other security so redeemed. (NRS 349.290) 

 

H. Variable Rate Debt  
Due to dislocations in the tax-exempt bond market since 2007, variable rate debt is not currently authorized. 
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I. Second Lien Debt   
The State will issue second lien debt only if it is financially beneficial to the State to eliminate outdated 

covenants or if consistent with creditworthiness or other financing objectives. 

 

J. Credit Enhancement.   
Credit enhancement (including letters of credit and bond insurance) may be used only when net debt service 

on the bonds is reduced by more than the costs of the enhancement. 

 

Bond insurance can be purchased directly by the State in a negotiated sale prior to the bond sale (direct 

purchase) after solicitation of quotes for bond insurance by the State’s financial advisor from qualified firms   

or at the underwriter’s option and expense (bidder’s option) in a competitive sale.  In either case, the present 

value of the estimated debt service savings from insurance should be at least equal to or greater than the 

insurance premium.  The credit enhancement provider will be chosen based on an estimate of the greatest 

net present value benefit (present value of debt service savings less insurance premium) unless there are 

compelling reasons such as credit quality issues that may override financial considerations. 

 

K. Capitalized Interest 
Capitalized interest increases the amount of debt to be issued and therefore will be avoided unless essential 

from a credit or cash flow standpoint, as in the case of lease-purchase obligations. Interest on general 

obligation bonds will normally not be capitalized. Generally, interest on lease-purchase obligations will be 

capitalized for a maximum of two years following a conservatively based estimate of project completion to 

provide a cushion for project slippage. 

 

L. Debt Service Reserve Fund   
A debt service reserve fund is created from the proceeds of a bond issue and/or the excess of applicable 

revenues to provide a ready reserve to meet current debt service payments should moneys not be available 

from current revenues.  For each bond issue, the State Treasurer’s Office shall determine whether a debt 

service reserve fund is necessary, but generally such reserve funds are only necessary for revenue bonds or 

lease-purchase bonds.  Debt service reserve funds are not used for general obligation debt.   

 

VII. Credit Objectives 
Credit ratings issued by bond rating agencies recognized by the Securities and Exchange Commission (SEC) 

(also known as Nationally Recognized Statistical Rating Organizations or NRSROs) are important in 

determining the cost of the State’s borrowings.  The State has historically enjoyed excellent credit ratings.  

An important task of the State Treasurer as the primary representative of the State in matters concerning any 

nationally recognized rating agency (NRS 226.110(9)) is to communicate regularly with the bond rating 

agencies to assure continuation of the highest practicable credit ratings for the State.  This is accomplished 

by regular meetings and/or conference calls with rating personnel during which the State Treasurer and other 

State personnel make carefully researched and comprehensive presentations about the State, its financial 

condition and its prospects.  The State shall maintain credit ratings from at least two NRSROs in order to 

ensure liquidity of its debt in the secondary market. 

 

The State seeks to maintain the highest possible credit ratings for all categories of debt that can be achieved 

without compromising delivery of basic State services.  The Board recognizes that external economic, 

natural or other events may from time to time affect the creditworthiness of the State’s debt.  Nevertheless, 

the Executive and Legislative branches of government are committed to ensuring that actions within their 

control are prudent and strive to enhance the credit standing of the State. 
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Credit ratings issued by the bond rating agencies are a major factor in determining the cost of borrowed 

funds in the municipal bond market.  The concept of debt capacity, or affordability, recognizes that the State 

has a finite capacity to issue debt at a given credit level.  It should be recognized, however, that there are no 

predetermined debt level/credit rating formulas available from the rating agencies.  Many factors are 

involved.  Determination of a credit rating by a rating agency is based on the rating agency’s assessment of 

the credit worthiness of the State with respect to a specific obligation.  To arrive at a judgment regarding the 

State’s credit worthiness, the rating agencies analyze the State in four broad, yet interrelated areas: economic 

base, debt burden, administrative management, and fiscal management.  

 

VIII. Methods of Sale 
There are three potential methods of sale for long-term debt: competitive, negotiated and private placement.   

The State Treasurer shall determine the appropriate method of sale depending upon which method will 

ensure that the best sales results and objectives of the State are achieved (taking into account both short-

range and long-range implications).  Each type of bond sale has the potential to provide the lowest cost 

given certain market conditions and characteristics of the bond sale.  The conditions under which each type 

of bond sale is generally preferred are described below. 

 

A. Competitive Sale 
The customary method for selling State debt shall be by competitive bid.  The conditions that generally 

favor a competitive method of sale include: 

 

 The market is familiar with the issuer; 

 

 The issuer is a stable and regular borrower in the public market; 

 

 There is an active secondary market with a broad investor base for the issuer's bonds; 

 

 The issuer's full faith and credit or a strong, known or historically performing revenue stream 

supports the debt structure; 

 

 The issue is neither too large to be easily absorbed by the market nor too small to attract investors 

without a concerted sales effort; 

 

 Interest rates are stable, market demand is strong, and the market is able to absorb a reasonable 

amount of buying or selling at reasonable price changes; and 

 

 Policy considerations such as underwriting syndicate and bond allocations can be reasonably 

addressed through the Notice of Sale. 

 

Any competitive sale of State debt requires formal approval of the Board by either two resolutions (i.e., the 

Authorizing Sale Resolution and the Bond Resolution) or one resolution authorizing the issuance and sale of 

the bonds and delegating to the State Treasurer the authority to accept the binding bid for the bonds (NRS 

349.303). The "Authorizing Bond Sale Resolution" provides for the issuance and sale of the debt, sets forth 

the conditions of the sale, and directs the State Treasurer to make the necessary preparations for receiving 

competitive bids. 
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The Bond Resolution sets forth the terms and conditions of the bond and either accepts the winning bid or 

directs the State Treasurer to take the actions necessary to complete the issuance, delivery and closing of the 

duly authorized debt. 

 

State debt issued by competitive bid will be sold to a responsible bidder proposing the lowest True Interest 

Cost to the State, provided the bid conforms to the Official Notice of Sale issued in accordance with the 

Authorizing Bond Sale Resolution. 

 

B. Negotiated Sale 
While the presumptive method of sale shall be the competitive method, the negotiated method of sale may 

be warranted when certain conditions previously described do not allow for a competitively bid selection of 

an underwriter at the actual time of bond sale.  The negotiated method entails the selection of an underwriter 

or underwriting pool prior to the designated sale date.  This allows the State to coordinate beforehand the 

complex tasks and requirements associated with the issuance directly with the underwriter, thereby 

increasing the probability of an optimal sale. Examples of such sales include: 

 

 Debt issuance is so large (or small) that the number of potential bidders would be too limited to 

provide the State with truly competitive bids; 

 

 Debt issuance requiring the ability to react quickly to sudden changes in interest rates, such as an 

advanced or current refunding ; 

 

 Debt issuance requiring intensive marketing efforts to establish investor acceptance (e.g., lease / 

purchase certificates of participation, proprietary or innovative financial products); 

 

 Debt issuance with specialized distribution requirements (e.g., bonds sold only to institutional 

investors); and 

 

 Debt issuance utilizing variable rate debt securities. 

 

In such cases where a negotiated method of sale is selected, the State Treasurer will strictly implement the 

following practices: 

 

 Ensure fairness by using a competitive selection process through a solicitation process which will 

establish a standing pool of qualified underwriters for a designated period of time or another form of 

solicitation that ensures that multiple proposals are fairly considered; 

 

 Remain actively involved in each step of the negotiation and sale processes to uphold the public 

trust; 

 

 Retain a qualified, independent municipal advisor 

 

 Avoid conflicts of interest, which may occur by prohibiting a municipal advisor retained for a 

particular bond issue to participate as an underwriter of the same bond issue  
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 Request all financial professionals submitting joint proposals or intending to enter into joint 

accounts or any fee-splitting arrangements in connection with a bond issue to fully disclose to the 

issuer any plan or arrangements to share tasks, responsibilities, and fees earned, and disclose the 

financing professionals with whom the sharing is proposed, the method used to calculate fees to be 

earned, and any changes thereto; and 

 

Any negotiated sale of State debt will still require Board approval of an Authorizing Bond Sale Resolution, 

which will provide for the issuance and sale of the debt and permit the State Treasurer to conduct 

negotiations with an underwriter(s).  Documentation supporting the authorizing resolution will be provided 

to the governing board by the State Treasurer and will include the goals and limitations of the proposed sale, 

as well as an explanation of the reasons why a negotiated sale is justified and preferred. If approved, the 

State Treasurer will execute a purchase contract in accordance with the Bond Resolution. 

 

1. Pricing and Allocation of Negotiated Sales 
The negotiation of terms and conditions will include, but not be limited to, prices, interest rates, 

underwriting fees and commissions. Guidelines will be based on prevailing terms and conditions in the 

marketplace for comparable issuers, including yields from secondary market trading of previously issued 

similarly structured State debt. The municipal advisor should be involved in all pricing negotiations. 

 

If more than one underwriter is included in a negotiated sale of State debt, the State Treasurer will determine 

general guidelines of the allocation of fees and underwriting responsibilities among the underwriters, 

consistent with the objectives of the sale. 

 

2. Fees and Expenses 

The State Treasurer reserves the right to review and approve all fees and expenses and request 

substantiation. Any excess funds raised beyond those required to meet issuance expenses will be returned to 

the applicable bonding program to be used for the purpose that the bonds were issued for or to pay debt 

service on the bonds (NRS 349.296). 

 

 The expense component of the underwriting spread must be finalized by the book-running senior 

manager and approved by the State Treasurer prior to the day of pricing.  The book-running senior 

manager must provide an estimate of the expense component to the State Treasurer by no later than 

one week prior to the day of pricing. 

 In general, the State Treasurer will not reimburse the book-running senior manager for clearance 

fees except for the Depository Trust Company ("DTC") charge on issues that are registered in book-

entry form only. All other clearance fees are subject to the review and approval of the State 

Treasurer prior to the day of pricing on a case-by-case basis. 

 

 A management fee is generally not permitted except in extraordinary circumstances where the 

underwriter has performed additional analysis not associated with customary duties of an 

underwriter for the issuance of the bonds. 

 

 Proposed takedowns for all maturities must be included as part of the proposed pricing terms 

submitted by the book-running senior manager to the State Treasurer.  All takedowns are subject to 

review and approval by the State Treasurer. 

 

 The State Treasurer expects the book-running senior manager to keep the underwriters' expense 

items and costs of issuance to an absolute minimum. 
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3. Post-Sale Evaluation 

In keeping with the State Treasurer's policy of acknowledging good performance and building accountability 

into syndicate participation, the State Treasurer will conduct post-sale evaluations of the syndicate to ensure 

policies are adhered to and performance is documented.  The evaluations will consider, among other things, 

the fairness of the price and whether optimal distribution structures were developed that ensured the best 

price; the orders placed and the allocation of the bonds; and, whether syndicate members participated 

meaningfully in the transaction. 

 

(1) The entire selling group or syndicate, including the book-running senior manager, must provide to 

the State Treasurer in a timely manner all necessary information required to carry out the post-sale 

evaluation. 

 

(2) The book-running senior manager must also provide to the State Treasurer a final pricing book.  The 

final pricing book must include, but not necessarily be limited to, the following information:  The 

distribution list; a discussion of market conditions leading up to and during the pricing; the final 

pricing wire; comparable issues in the market; media coverage; rating agency credit reports; a full 

set of final computer runs; a list of selling group members; a table on orders and allotments; a table 

identifying management fees and liabilities; a table on bond distribution by firm; a table identifying 

takedown and designation dollars by firm; a table on member allotments and retention; and a table 

identifying designations on net designated orders.  The final pricing book must be provided to the 

State Treasurer no later than 14 days after the day of closing. 

 

C. Private Placement 
A Private Placement is a sale that is structured specifically for one purchaser such as a bank or other 

sophisticated investor. In such an arrangement, many of the documents associated with a competitive or 

negotiated sale such as an official statement are not necessary and certain costs of issuance are avoided.  

Additionally, the bonds in a private placement typically are not rated.  Generally, the State shall avoid the 

use of private placements due to the higher interest rates associated with this type of sale except in the 

following circumstances: 

 

(1) In a case where the par amount of the planned bond sale is very low, the avoidance of certain costs 

of issuance may offset the higher interest rates associated with a private placement and a private 

placement may be the most cost-efficient type of sale.  Under this rationale, the maximum par shall 

generally be $5 million. 

 

(2) In an emergency or other situation where bond proceeds are urgently needed, a private placement 

sale can be conducted in a much shorter timeframe than a public sale.  

(3) In a situation where a public sale is not practical due to timing or scheduling considerations, a 

private placement may be considered.  For instance, during the legislative session, the State budget 

for the upcoming biennium is not finalized and it may be difficult to obtain a rating and/or provide 

adequate disclosure to potential investors in a public sale.  

 

Based upon the above factors, if the State Treasurer determines that a private placement is warranted, a 

municipal advisor or placement agent will be selected with experience in conducting such sales.  The 

municipal advisor or a placement agent will be responsible for identifying sophisticated investors meeting 

the regulatory definition of a “sophisticated investor” that is potentially interested in purchasing these bonds.  

A term sheet providing an amortization schedule, requirements and other matters will be prepared by the 

financial advisor in consultation with bond counsel and distributed to this list of potential buyers in order to 

ensure a competitive sale process.  The State will consider all qualified proposals received and determine the 
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most cost-effective proposal to begin negotiations.  Upon completion of the transaction, the State will 

conduct a post-sale evaluation of the transaction similar to the process described for negotiated sales. 

 

IX. Selection of Outside Finance Professionals 
Pursuant to NRS 226.110 (10) (b), the State Treasurer may, except as otherwise provided in NRS 538.206, 

employ necessary legal, financial or other professional services in connection with the authorization, sale or 

issuance of any State obligation, other than certain housing bonds and revenue bonds. The services of a 

municipal advisor(s), fiscal (paying) agent, counsel and senior underwriter will be obtained through a 

competitive evaluation of proposals submitted in response to a regularly issued solicitation process by the 

State Treasurer.   

 

A. Municipal Advisor 
The State Treasurer will select a municipal advisor (or advisors) registered by the Municipal Standards 

Rulemaking Board (MSRB) to assist in the issuance of all State debt. A municipal advisor(s) under contract 

with the State Treasurer for a particular transaction shall not purchase or sell any State debt until 

underwriting accounts are closed or new debt is freed from underwriter pricing restrictions, whichever 

occurs first.  In such circumstance, municipal advisors must comply with all legal and disclosure restrictions, 

including but not limited to MSRB Rule G-23. 

 

B. Legal Counsel 
All debt issued by the State will include a written opinion by legal counsel affirming that the State is 

authorized to issue the proposed debt, that the State has met all the Constitutional and statutory requirements 

necessary for the issuance, and a formal determination has been made as to the proposed debt's federal 

income tax status.  This approving opinion and other documents relating to the issuance of State debt will be 

prepared by a nationally recognized bond counsel with extensive experience in public finance and tax issues. 

 

The various roles of legal counsel may include the following: 

 

 Bond Counsel 

 

 Tax Counsel 

  

 Disclosure Counsel 

 

 Underwriter's Counsel (negotiated sales only) 

 

C. Fiscal (Paying) Agent 
The State Treasurer will select a fiscal (paying) agent to provide for the regular payment of debts incurred 

by the State.  The State Treasurer will monitor the on-going services rendered by the State's fiscal agent to 

ensure prompt, efficient service to bond issuers, financial institutions, and bondholders. 

  

100



 

State of Nevada Board of Finance and State Treasurer 
Debt Management Policy 
Revised June 2018 Page 17 

 

D. Senior Underwriter 
To provide for the negotiated issuance of State debt, the State Treasurer will appoint a pool of qualified 

senior underwriters subject to the notification of the Board.  From this pool, the State Treasurer will appoint 

a senior or lead underwriter (also known as the “book-runner senior manager”) for each transaction.  The 

appointment of senior underwriters will be based upon the size of the sale and the need to achieve a broad 

distribution of State debt among potential investors. If a selling group or syndicate is appropriate to a 

negotiated sale of State debt, preference will be given to the selling group members with operations in the 

State. 

 

E. Selling Group or Syndicate 
The State Treasurer is ultimately responsible for determining whether more than one underwriter will be 

used to market and sell the State’s debt in a negotiated sale through the formation of a selling group or 

syndicate.  A selling group or syndicate may be warranted based on any of the following factors: 

 

 For a particularly large transaction, more than one underwriter may be necessary to ensure the 

effective marketing of the transaction to investors. 

 

 Different underwriting firms may have different strengths, capabilities or niches that would enhance 

the sale and marketing of the transaction.  For instance, the book-running senior manager (or “senior 

underwriter”) may have a strong presence with institutional investors but lacks a strong retail 

network.  In such a situation, the inclusion of underwriting firms with stronger retail distribution 

networks in the selling group may be warranted. 

 

 Inclusion of minority or emerging firms in the selling group. 

 

 To encourage and evaluate different approaches to the structuring or marketing of the transaction 

and to maintain competition among the underwriting team. 

 

If the State Treasurer determines that a selling group or syndicate is warranted, the Treasurer will determine 

the members of the selling group or syndicate in consultation with the State’s financial advisor and the book-

running senior manager. Selling group/syndicate members will be eligible for designations up to an agreed-

upon percentage allocation, as determined by the State Treasurer. 

 

X. Derivatives 
 

Derivative products such as interest rate swaps are prohibited.   

 

XI. Disclosure Practices and Investor Outreach 
The State is committed to full and complete financial disclosure, and to cooperating fully with rating 

agencies, institutional and individual investors, State departments, divisions, agencies and other levels of 

government, and the general public to share clear, comprehensive and accurate financial information.  The 

State is committed to meeting secondary disclosure requirements on a timely and comprehensive basis.  

 

A. Disclosure 
All forms of disclosure including official statements accompanying debt issues, Comprehensive Annual 

Financial Reports, and continuing disclosure statements, will meet at a minimum the standards articulated by 

the MSRB, the Government Accounting Standard Board (GASB), the SEC, and Generally Accepted 

Accounting Principles (GAAP) as applicable.   
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The Preliminary Official Statement is the primary disclosure document issued by a governmental entity prior 

to the sale of bonds, notes or other financing that is used by investors to learn about the entity and the 

securities that are being sold in the primary market.  Preparation of the Preliminary Official Statement and 

Final Official Statement is the responsibility of the Deputy Treasurer of Debt Management in coordination 

with contracted Disclosure Counsel.  Information for the Official Statement is gathered primarily from State 

departments. 

 

B. Continuing Disclosure 
It is the policy of the State to remain in compliance with SEC Rule 15c2-12 [17CFR Section 240.15c2-12] 

by filing, and posting to the MSRB through its Electronic Municipal Market Access system (EMMA), the 

Audited Financial Statements; annual information and operating data and notice of those material events 

which may occur during the year as Rule 15c2-12 requires.  Presently, annual financial statements must be 

submitted within 270 days of the end of the fiscal year and notice of material events must be filed within 10 

business days.  Material events include: 

 

(1) Principal and interest payment delinquencies; 
(2) Non-payment related defaults, if material; 
(3) Unscheduled draws on debt service reserves reflecting financial difficulties; 
(4) Unscheduled draws on credit enhancements reflecting financial difficulties; 
(5) Substitution of credit or liquidity providers, or their failure to perform; 
(6) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 

material notices or determinations with respect to the tax status of the bonds, or other 

material events affecting the tax status of the bonds; 
(7) Modifications to rights of bondholders, if material; 
(8) Bond calls, if material, and tender offers; 
(9) Defeasances; 
(10) Release, substitution or sale of property securing repayment of bonds, if material; 
(11) Rating changes; 
(12) Bankruptcy, insolvency, receivership or similar event of the obligated person;* 
(13) The consummation of a merger, consolidation, or acquisition involving an obligated 

person or the sale of all or substantially all of the assets of the obligated person, other than 

in the ordinary course of business, the entry into a definitive agreement to undertake such 

an action or the termination of a definitive agreement relating to any such actions, other 

than pursuant to its terms, if material, and 
(14) Appointment of a successor or additional trustee or the change of a name of a trustee, if 

material. 
 

The State Treasurer shall be responsible for ongoing disclosure to established nationally recognized 

municipal securities information repositories and for maintaining compliance with disclosure standards 

promulgated by national regulatory bodies and applicable to the State’s debt. 
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C. Investor Outreach/Relations 
(1) NRS 226.110(9) establishes that the Treasurer will serve as “the primary representative of the State 

in matters concerning any nationally recognized bond credit rating agency for the purposes of the 

issuance of any obligation authorized on the behalf and in the name of the State, except as otherwise 

provided in NRS 538.206 and except for those obligations issued pursuant to chapter 319 of NRS 

and NRS 349.400 to 349.987, inclusive.”  

(2) With news reports of the financial pressures facing the State and the potential impact of those 

reports on the State‘s ability to effectively market new debt issuances, the Board recognizes the 

potential importance of an investor outreach and relations program.  The purpose of such a program 

is to proactively provide accurate, up-to-date financial, demographic and statistical information to 

investors and the public in an open, transparent way,  An investor relations program shall comply 

with all applicable regulatory requirements to provide consistent and accurate data to all investors, 

thereby avoiding accusations of providing “insider information” to certain select investors.  Such a 

program may include: 

a) A state website or page on the Treasurer’s website providing centralized, consolidated 

information on the State’s debt, financial condition and other statistical data.  This website or 

page could contain links to other departments’ websites such as budget information contained 

on the Governor’s Office of Finance’s website. 

b) A periodic review of the current bondholders of State debt and outreach efforts to inform them 

of publicly available information and respond to any follow-up questions. 

c) Engaging in marketing activities to alert investors of a pending bond sale, especially if the debt 

instruments are sold competitively. Such activities may include preparation of special reports for 

investors, the scheduling of investor meetings, conference calls, and webcasting of issuer 

conference calls and on-site visits. 

(3) The Deputy Treasurer of Debt Management will be responsible for communication with existing 

and potential bondholders. All State departments which may receive questions regarding the State’s 

bonds should be directed to the Deputy Treasurer of Debt Management.  All efforts will be made to 

accommodate reasonable requests for information from investors of the State’s debt. When, and if 

appropriate, institutional investor communications may take the form of conference calls, investor 

tours, and “virtual” road shows. 

 

XII. Post-Issuance Administration of Bond Proceeds 
 

A.  Custodial Accounts for Bond Proceeds 

For each securities issuance, the Deputy Treasurer of Debt Management will coordinate with the 

State Controller’s Office and the State agency administering the program for which the bonds were 

issued to establishment a custodial account for the placement of the bond proceeds with certain 

exceptions approved by the State Treasurer.   

 

The Deputy Treasurer of Debt Management is designated as the administrator of the custodial 

accounts unless the Deputy Treasurer assigns the administrative duties to the bonding program’s 

agency. 
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Investment/interest earnings on the bond proceeds will be credited to the custodial account. 

 

The custodial account’s purpose is to account for the proceeds of a bond issuance which consists of 

the original issuance proceeds, any premium received, and the investment/interest earnings on the 

proceeds. 

 

Accounting transactions within the custodial account will comply with the Office of the 

Controller’s Accounting Policies and Procedures.  All transaction will be coded with the 

appropriate job number assigned to the bond by the Treasurer’s Office and will use the general 

ledger transfer numbers assigned by the Controller’s Office. 

 

Proceeds will be transferred to the appropriate budget account of the bonding program for 

expenditure when invoices for expenditures have been received and are approved by the bonding 

program agency for payment. 

 

B. Arbitrage Rebate Reporting 
The State shall maintain a system of record keeping and reporting to meet the Arbitrage Rebate Compliance 

Requirements of the Internal Revenue Code of 1986, as amended (the “Tax Code”).  As of July 2013, the 

State has committed to contracting with a qualified firm to compute arbitrage liability for each State-issued 

bond issuance.  The contract for this firm will be managed by the State Treasurer.  The arbitrage compliance 

firm will maintain a schedule showing the calculated arbitrage liability for each debt issuance and the due 

date for any payment to the IRS.  This schedule will be shared on an annual basis with the following entities: 

Board of Finance, State Treasurer, State Controller, Department of Administration, Department of 

Conservation and Natural Resources, Department of Employment, Training, and Rehabilitation, Department 

of Transportation, Nevada System of Higher Education, and any other departments receiving bond proceeds 

until there is no longer any rebate liability on their outstanding bonds. 

 

C. Investment of Proceeds 
In accordance with NRS 226.110 (4) and the State Treasurer’s investment policy, the State Treasurer may 

employ any necessary investment and financial advisers to render advice and other services in connection 

with the investment of bond proceeds. 

 

All general obligation bond proceeds (other than refunding proceeds) shall be invested as part of the State’s 

consolidated cash pool (General Fund Investment Portfolio) unless otherwise specified by the bond 

legislation or authorized by the Board of Finance.  Investments will be consistent with those authorized by 

existing State law and by the State Treasurer’s investment policies.  Debt proceeds will be invested primarily 

to assure the safety and liquidity of such investments.  The primary liquidity goal is to assure that proceeds 

will be available to fulfill the purposes of the issue on a timely basis. 

 

Due to counterparty risk, recent regulatory investigations and volatility in the financial sector, presently the 

State Treasurer may not enter into guaranteed investment contracts (GICs) or similar arrangements or 

contracts.  The State Treasurer may only enter into forward delivery agreements based on the following 

conditions: 

 

(1) The term of the agreement normally shall not exceed 5 years, but in no case shall exceed 10 years. 

(2) The agreement shall be based on a set schedule of future debt service payment dates and it must be 

competitively bid.  A minimum of two bids must be received.   
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(3) The State must engage an independent financial advisor, qualified financial consultant or investment 

advisor to assist in the preparation of the bid documents, to conduct a review of the bids received to 

ensure that the winning bid is competitive with current rates offered in the capital markets and to 

review the agreement. 

(4) The executed agreement must provide for the flexibility of the State to refund bonds at a future date. 

 

D. Expenditure of Bond Proceeds 
In compliance with the Internal Revenue Code, the State will not issue obligations except for identifiable 

projects with very good prospects of timely initiation.  Obligations will be issued as closely in time as 

reflected in the cash flow model provided by the department/division to initiate a bonded project.  The 

minimum goal will be that within six months 5% of the proceeds will be spent, and within three years 85% 

of the proceeds will be spent.   

 

To ensure compliance with applicable federal and state regulations, the following procedures will be 

followed: 

 

(1) Annually, the Deputy Treasurer-Debt Management will distribute forms to departments requesting 

issuance of debt outlining departments’ major requirements in administering bond proceeds.  

Departments are required to acknowledge these requirements prior to issuance of debt and receipt of 

bond proceeds. 

(2) Annually, the arbitrage rebate consultant contracted by the State will provide a report to the Board 

of Finance detailing the calculated arbitrage liability for each State debt issuance. 

(3) Annually, the State Treasurer will present a report to the Board regarding expenditures of bond 

proceeds.  The State Treasurer’s Office will prepare and distribute the forms and collect the forms 

from departments and agencies receiving bond proceeds. 

(4) Annually, the State Treasurer will present a report to the Board of Finance regarding reverted bond 

proceeds. 

 

E. Training 

At least every other year, the State Treasurer’s Office will coordinate training sessions for all 

affected departments on the following topics: continuing disclosure, tax-exempt arbitrage and 

expenditure requirements, and private activity issues. 

 

F. State Fees 
In remuneration for services provided by the State Treasurer’s Office to State departments and non-State 

governmental agencies issuing debt, the State Treasurer may set a fee to be imposed on a per-issuance basis 

as a cost of issuance.   

 

XIII. Review of Policy 
 

The State Treasurer will review this policy at least once every two years.  The State Treasurer shall have the 

sole authority to review and approve non-material amendments to the policy, such as revisions to ensure 

compliance with federal and state regulations and clarifications or modifications to administrative functions. 

Any other changes will only be made with the approval of the Board; otherwise, it will remain in effect until 

amended and approved by the Board. 
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Amortization: The gradual reduction in principal of an outstanding debt according to a specific repayment 

schedule, which details specific dates and repayment amounts on those dates. 

 

Balloon Maturity: Final payment on a debt that is substantially larger than the preceding payments. An 

issue may be structured with such a Balloon Maturity when some projected event is expected to provide 

extra cash flow or when refinancing is anticipated. 

 

Bond Counsel: The legal firm that provides an opinion as to the tax status, authenticity and legality of a 

bond or note issue as of the date of its issuance. 

 

Bond Insurance: A financial guaranty issued by a private insurance company that guarantees the timely 

payment of principal and interest for a debt issue. In the event that an issuer is unable to make a timely 

payment, the company issuing the bond insurance is responsible to make the payment. 

 

Bullet Bond: A debt instrument, which provides for regularly scheduled interest only payments up until a 

single and final principal payment is made upon the issue’s maturity date. 

 

Call Provisions: Mandatory or optional provisions that allow or require an issuer to prepay a bond prior to 

its stated maturity date. These provisions identify which bonds may be called, when they may be called, and 

what premium, if any, must be paid upon redemption prior to the stated maturity date of the bond. 

 

Capital Appreciation Bond: Non-interest bearing bonds which are sold substantially below par value. The 

difference between the discounted price and par value represents the compounded annual interest rate for the 

investor. Capital appreciation bonds are also known as zero-coupon bonds. 

 

Capitalized Interest: Specific interest payments of a bond issue which are funded in advance, or 

capitalized, through proceeds of the same bond issue. These proceeds are set aside in a specially designated 

fund in order to pay these designated interest payments. In other words, the bond issue pays for itself for a 

designated period of time. 

 

Commercial Paper: Promissory notes issued by state and local governments to finance construction of 

facilities, which are secured by pledged revenues of the issuer and a credit agreement. Commercial paper is 

issued with a short maturity of less than 270 days from the date of issue. 

 

Competitive Sale: A method of sale in which an issuer solicits bids from underwriters to purchase its debt 

offering via electronic bidding, fax, sealed envelope, verbal or other type of auction method. The issue is 

awarded to the bidder judged to have submitted the best bid by offering the lowest interest rate, taking into 

account underwriting spread, interest rates and any discounts or premiums. A competitive sale is most 

frequently used when the credit structure of the issue is relatively simple, market conditions are stable and 

the issue is highly rated or insured. 

 

Credit Rating Agencies (or Rating Agencies): Firms that evaluate the credit quality and ability of debt 

issuers (corporations and governments) to repay obligations as well as their likelihood of defaulting on an 

obligation. The three major credit rating agencies are Moody’s Investor Service, Standard and Poor’s and 

Fitch Ratings, Inc. 

 

Current Coupon Bonds: Traditional “plain vanilla” bond issues where the coupon is set at a fixed rate to 

maturity at the time of their issuance and immediately, upon issuance, begins to accrue interest, which is 

payable on pre-set interest payment dates. 
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Debt Affordability: The principal amount of debt that an issuer can afford within the constraints of net 

revenues and debt service coverage requirements. 

 

Debt: A promise to pay back a specified sum of borrowed money, or the principal loan amount, according 

to a specified repayment schedule. For municipalities, a debt is usually incurred in the form of a bond issue, 

with a specific principal and interest repayment schedule. 

 

Debt Service Coverage: The ratio of the net revenue stream pledged against a debt to the debt service 

payments of the debt. Debt service coverage ratios are most often used by rating agencies to determine 

repayment sufficiency with respect to bonds secured by a specific revenue stream. 

 

Debt Service Reserve Fund: Revenue bond transactions are traditionally  structured with a debt service 

reserve fund, which assures the timely availability of sufficient moneys for the payment of debt service in 

the event that an issuer cannot make the required debt service payment(s). Typically, the required size of the 

reserve fund is determined by the lesser of: 100% of maximum annual debt service; 125% of average annual 

debt service; or 10% of the aggregate issue price. Reserve funds are usually fully funded out of bond 

proceeds and are set-aside in a separate fund held by the issue’s trustee. Interest earned on the debt service 

reserve fund, as long as the debt service fund is fully funded, can be used to offset debt service payments. 

 

Derivative Product: A product, such as an option or futures contract, whose value is derived from the 

performance of an underlying security. Forward contracts, futures contracts, calls, puts and swaps are the 

most common types of derivatives. 

 

Disclosure Counsel: The legal firm that provides the legal disclosure documentation for an issue, most 

often in the form of the preliminary and final official statement and continuing disclosure agreement, for 

dissemination to the public. 

 

Discount Bonds: Debt sold for less than the stated principal or maturity value. If a discount bond pays no 

coupon throughout the life of an issue, it is called a zero coupon bond. 

 

Financial Advisor: Generally, an independent consulting firm that advises an issuer on financial matters 

ranging from the comprehensive financial health of an issuer to specific financings. Financial Advisors are 

generally not part of the underwriting syndicate that markets financings for an issuer. 

 

Forward Purchase Agreement: An agreement between an underwriter and an issuer, where the 

underwriter agrees to take delivery of certain bonds, at a predetermined interest rate and structure, at some 

point in the future. Forward delivery bonds which are “sold today” are usually delivered three months to a 

year from the sale date. Forward delivery bonds are normally structured in such a way to lock in “today’s” 

interest rates and legally perform a current refunding on bonds which are not eligible to be advance 

refunded. 

 

Hedging: A strategy designed to reduce investment risk using call options, put options, short-selling, or 

future contracts. A hedge can help lock in profit; its purpose is to reduce the volatility of a portfolio by 

reducing the risk of loss. 
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Lease Obligation: A lease obligation generally comes in the form of a lease revenue bond or a certificate of 

participation and is repaid much like a standard bond issue. The lease obligation represents an undivided 

interest in the payments made by a public agency pursuant to a financing lease or an installment purchase 

agreement. A portion of each lease payment is designated as being principal and the remainder as interest. 

Even though leases are not treated as indebtedness of the issuer under state law (particularly the California 

Constitution), the federal tax law treats the lease obligation as if it were a debt, and, as a result, the interest 

component of each lease payment may be treated as tax-exempt interest. 

 

Letter of Credit: An agreement issued by a bank that guarantees the payment of a customer's drafts for a 

specified period and up to a specified amount. A letter of credit can be a form of supplement or, in some 

cases, direct security for a municipal bond under which a commercial bank or private corporation guarantees 

debt service payment on the bond under certain specified conditions. 

 

Line of Credit: An arrangement in which a bank or other financial institution extends a specified amount of 

unsecured credit to a specified borrower for a specified time period. 

 

Liquidity Facility: Variable rate securities are often secured by a liquidity facility, either in the form of a 

letter of credit or a line of credit. Such credit enhancement assures note holders that in the event of a tender 

and failed remarketing, funds will be available to purchase the notes on the tender date, with the issuer 

becoming obligated to the letter of credit or line of credit bank on a prearranged basis. 

 

Long Term Debt: Loans and other financial obligations with a maturity of longer than one year; usually 

accompanied by interest payments. 

 

Maturity Date: The date upon which a specified amount of principal or bonds matures, or becomes due and 

payable by the issuer of the bonds. 

 

Negotiated Sale: A method of sale for bonds, notes or other financing vehicles in which an issuer selects in 

advance, on the basis of proposals received or by other means, one or more underwriters to work with it in 

structuring, marketing and finally offering an issue to investors. The negotiated sale method is often used 

when the issue is: a first time sale by a particular issuer (a new credit), a complex security structure, such as 

a variable rate transaction, an unusually large issue, or in a highly volatile or congested market. 

 

Official Statement: The comprehensive statement issued by a governmental entity after the sale of the 

bonds ,notes or other financing vehicles that describes the details of the transaction. It contains all the salient 

facts concerning the issuer, the issuer’s financial condition, the security pledged for the securities, the stated 

use of the proceeds of the sale, and other relative facts deemed necessary regarding the transaction.  Includes 

final debt service payments, yields and interest rates.  Also known as the Disclosure Statement. 

 

Preliminary Official Statement: A comprehensive statement issued by a governmental entity prior to the 

sale of bonds, notes or other financing vehicles that contains all the salient facts concerning the issuer, the 

issuer’s financial condition, the security pledged for the securities being offered, the projected use of the 

proceeds of the sale, and other facts deemed necessary to enable the investor to judge the quality of the 

securities being offered. Also known as the Disclosure Statement. 

 

Private Placement: A private placement is a variation of a negotiated sale in which an issuer, usually with 

the help of a financial advisor or placement agent, will attempt to place the entire issue directly with an 

investor. The investor will negotiate the specific terms and conditions of the financing before agreeing to 

purchase the issue. 
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Redemption: Depending on an issue’s call provisions, an issuer may on certain dates and at certain 

premiums, redeem or call specific outstanding maturities. When a bond or certificate is redeemed, the issuer 

is required to pay the maturities’ par amount, the accrued interest to the call date, plus any premium required 

by the issue’s call provisions. 

 

Rule 15c2-12: A Securities and Exchange Commission obligation on public issuers of securities to provide 

annual updating of financial information and operating data of the type included in the official statement for 

the bonds.. The issuer is also obligated to provide notice of the occurrence of certain material events. 

 

Securities: Instruments of debt or ownership sold or traded on publicly organized exchanges and/or in over-

the-counter markets. 

 

Selling Group:  A group of different underwriting firms who assist the senior managing underwriter in the 

negotiated sale of a new securities issue but are not responsible for any unsold securities.  This differs from 

a syndicate where each syndicate member has a direct obligation to buy unsold bonds. 

 

Senior Lien Debt: Debt whose terms require it to be repaid with a priority claim on pledged revenues. 

 

Senior Underwriter (also called “Senior Managing Underwriter”, “Lead Managing Underwriter” or 

“Book-Runner Senior Manager”): On a negotiated sale, the Senior Underwriter is the sole underwriter or 

lead underwriter in a syndicate or selling group arrangement.  An Underwriter purchases bonds from an 

issuer with the intent to resell the bonds to investors.  The underwriter is primarily responsible for the 

marketing of the debt issuance. 

 

Short-Term Debt: Generally, debt which matures in one year or less. However, certain securities that 

mature in less than three years may be considered short-term debt. 

 

Subordinate Lien Debt: Debt whose terms require it to be repaid with pledged revenues net of the amount 

necessary to make debt service payments on senior lien debt. 

 

Surety Bond: An alternative to a fully funded debt service reserve fund. A surety bond can be purchased 

from a bond insurance provider to fulfill the role of a debt service reserve fund and can be drawn upon in the 

event an issuer cannot make a regularly scheduled debt service payment. A surety bond must be purchased 

and is subject to credit approval by a bond insurance provider. The provider charges an upfront fee for the 

surety bond of approximately 3.00% to 5.00% of the debt service reserve requirement. 

 

Syndicate:  A group of different underwriting firms who assist the senior managing underwriter in the 

negotiated sale of a new securities issue.  Each syndicate member has, through the agreement among 

underwriters and the bond purchase agreement, a direct obligation to the issuer to buy any unsold bonds.   

 

Tender: With variable rate debt, a bond or note holder has the option of tendering or putting their bonds or 

notes back to the remarketing agent upon specific dates (monthly, weekly) for the full par amount held. The 

remarketing agent then re-offers the tendered notes to investors. The proceeds received by the remarketing 

agent from the sale of the tendered notes are paid to the tendering note holder in full satisfaction of the 

obligation to purchase the notes on the tender date. A new interest rate is set at the lowest rate necessary to 

remarket the tendered notes at par. 
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Underwriter: A securities dealer who purchases a bond or note issue from an issuer and resells it to 

investors. If a syndicate or selling group is formed, the underwriter who coordinates the financing and runs 

the group is called the senior or lead manager. 

 

Variable Rate Demand Bonds (or Notes): Variable rate demand bonds, which are often referred to as 

floating rate debt, are instruments that provide the purchaser with an option to tender or "put" the bonds 

back to the issuer, at par, at the end of each tender or “re-set” period. For example, an issue with a term of 

30 years could have a tender period that is daily, weekly, monthly, quarterly or semi-annually. Since the 

variable rate bonds give the purchaser the option of a put at par at the end of each tender period, the yield on 

each bond approximates the yield on comparably rated securities having a final maturity equal to the 

selected tender period. In other words, a holder of an issue with a weekly tender period is only entitled to a 

seven-day interest rate. Variable rate issues can be viewed as short-term instruments containing a built-in 

refinancing mechanism. 

 

Yield: The net rate of return, as a percentage, received by an investor on an investment. Yield calculations 

on a fixed income investment, such as a bond issue, take purchase price and coupon into account when 

calculating yield to maturity. 

 

Zero Coupon: Non-interest bearing bonds which are sold substantially below par value. The difference 

between the discounted price and par value represents the compounded annual interest rate for the investor. 

Zero coupon bonds are also known as capital appreciation bonds. 
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The State’s Municipal Bond Bank Program (the “Bond Bank”) is established in Chapter 350A of the NRS to 

assist municipalities in undertaking local projects that foster and promote the protection and preservation of 

the property and natural resources of the State by making loans that might not be otherwise available to such 

municipalities or that might be available only at prohibitive interest rates.  In accordance with NRS 

350A.150, the amount of State securities, issued to acquire municipal securities, outstanding at any time may 

not exceed $1.8 billion.   

 

Under this program, the State may make loans to municipalities by purchasing securities which are 

obligations of the municipality (i.e., cities, counties, districts and certain water authorities organized as 

political subdivisions).  A municipality must obtain whatever authorization is required by statute, including, 

in some cases, approval of its electorate, before it may issue general obligation securities, and such securities 

are subject to all statutory restrictions, including local indebtedness limitations.  The State then issues 

general obligation bonds to fund the purchase of those securities issued by the municipality.  The security 

issued by the municipality and purchased by the State is structured so that the payments to the State match 

the debt service payments on the general obligation bonds that are issued.  This is done so that the debt 

service payments are a pass-through obligation of the municipality.  The Bond Bank Program is able to save 

a municipality debt financing costs by pooling multiple smaller issues of municipalities into a larger bond 

financing thus achieving efficiencies in costs of issuance as well as in certain cases, due to the State’s higher 

credit rating versus many municipalities’ lower or nonexistent credit rating. 

 

Chapter 350A also authorizes the Bond Bank to issue revenue bonds to purchase local government 

obligations for any purpose permitted by law (subject to certain exceptions).  Revenue bonds issued to 

acquire such local government obligations would not be general obligations of the State, and would be 

secured solely by repayments of local bonds and certain revenues distributable by the State to the local 

governments.  The State is also permitted to issue general obligation bonds to purchase revenue securities 

issued by a water authority for a purpose related to natural resources, subject to satisfying certain conditions. 

 

The Bond Bank Act does not, in and of itself, authorize the issuance of general obligation securities by the 

municipalities.  Both State general obligation securities issued under the Bond Bank Act and municipality 

general obligation securities purchased in connection with a lending project may, but need not be, 

additionally secured with other pledged revenues. State general obligation bonds issued pursuant to the 

Bond Bank Act are considered by the State to be self-supporting.  Nevertheless, if revenues from the Bond 

Bank payors described below are insufficient to pay amounts due with respect to such bonds, the State is 

obligated to pay any deficiency from state-wide property taxes or the State’s General Fund.  State general 

obligation securities issued for the Bond Bank Program are not subject to the Constitutional debt limit. 

 

NRS 350A.140 designates the State Treasurer as administrator of the Bond Bank. The State Treasurer will 

comply with the following policy and procedural requirements when evaluating municipalities’ applications 

for the Bond Bank and structuring the Bond Bank financing: 

 

 For the purchase of revenue bond securities, the State Treasurer will not issue securities to acquire 

revenue bond securities unless: 

(a) The State Treasurer presents to the Board of Finance findings which indicate that the revenues 

and taxes pledged to the payment of the revenue securities are sufficient to repay the State 

securities; and 

(b) The Board of Finance approves the findings. 

(c) See “State Revolving Fund Bonds – Exchange for a Revenue Security” 
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The State has established two enterprise funds for State Revolving Fund (SRF) programs.  The Water 

Pollution Control Revolving Fund (NRS 445A.120) provides funds to make loans or to provide other 

assistance for certain water pollution control projects and for related purposes authorized under the state 

revolving loan fund provisions of the federal Clean Water Act (the “Pollution Control Projects Account”).  

The Safe Drinking Water Revolving Fund (NRS 445A.255) is used to make loans or to provide other 

assistance for certain drinking water projects and for related purposes authorized under the state revolving 

loan fund provisions of the federal Safe Drinking Water Act (the “Revolving Fund Account”).  

  

Funding for these programs is provided primarily through federal capitalization of grant money made 

available to the State, receipt of which is conditioned on the State’s providing approximately 20% matching 

funds.  Funds are generally used to make loans at or below market rates to municipal recipients for purposes 

of paying for costs of designing and constructing publicly owned treatment works and drinking water 

projects.  Funds loaned to municipal recipients for eligible projects are repaid into the accounts and are re-

used in the program, thus creating a source of funds to make payments on State bonds and a perpetual 

source of funding for projects.   

 

The Director of the State Department of Conservation and Natural Resources, with the approval of the 

Office of Finance, is permitted to authorize the State Treasurer to issue general obligation bonds of the State 

to support the purposes of the Pollution Control Projects Account.  The Administrator of the Division of 

Environmental Protection of the State Department of Conservation and Natural Resources is permitted to 

authorize the State Treasurer to issue general obligation bonds of the State to support the purposes of the 

Revolving Fund Account or to provide money from the State to match federal grants as required by the 

federal Safe Drinking Water Act.  In both cases, such bonds are not subject to the constitutional limitation as 

to amount imposed on general obligation bonds.  The loans made from the proceeds of bonds are secured by 

debt instruments of the municipal borrowers.  The State has considered bonds previously issued for purposes 

of the Pollution Control Projects Program and the Public Water System Program to be self-supporting 

because State bonds issued for these purposes are secured by loan payments made by municipal loan 

recipients.  There is no statutory cap on the principal amount of general obligation bonds that may be issued 

for the Pollution Control Program.   

 

The interest rate for SRF project loans shall be: 

 

a) For tax-exempt bonds, the State shall charge an interest rate on the outstanding principal of the 

general obligation bond equal to 62.5% of the Index of Twenty Bonds most recently published 

in The Bond Buyer. 

b) For taxable bonds, the State shall charge an interest rate on the outstanding principal of the general 

obligation bond equal to 62.5% of an available index of taxable general obligation bonds or if 

not available, an applicable index. 

 

The interest rate for refinancing existing SRF project loans (average life of the refunding bonds is ten years 

or less) or municipal debt incurred for a SRF qualified project (average life of the refunding bonds is ten 

years or less) shall be: 

 

 For tax-exempt bonds, the State shall charge an interest rate on the outstanding principal of the 

general obligation bond equal to the rate of the current Municipal Market Data (MMD) AAA Curve 

scale corresponding to the average life of the refunding bonds (rounded up to the next full year) plus 

25 basis points. 
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In special circumstances where a SRF loan financing or refinancing does not fit within the interest rate 

parameters above (e.g. a SRF project loan with an amortization term of ten years or less, a taxable 

refinancing of an existing SRF project loan or municipal debt incurred for a SRF qualified project), the 

Treasurer’s Office in consultation with its Financial Advisor and the Division of Environmental Protection 

will determine the rate utilizing an applicable index in line with the methodology above to produce a loan at 

or below the current market rate.    

 

Substitution of a Revenue Bond 

State law authorizes the Treasurer to acquire and hold municipal securities.  With the express permission 

and in the sole discretion of the State Treasurer, the municipality may evidence the loan with a revenue bond 

in lieu of a general obligation bond additionally secured by pledged revenues if the following conditions are 

met: 

 

 Issuance of a general obligation bond, additionally secured by pledged revenues, has been protested, 

overturned, otherwise hindered or not available; 

 The amount of the loan is less than $5,000,000; 

 The health and welfare of citizenry is at risk; or the timing of receipt of funds creates an economic 

or health burden; or 

 For good cause shown. 

 

Once the State Treasurer has determined that one or more of the above requirements have been met and 

approves the exchange, the following applies: 

 

a) Interest Rate 

i) For tax-exempt bonds, the State shall charge an interest rate on the outstanding principal of the 

revenue bond equal to 62.5% of the 25 Revenue Bond Index most recently published in The 

Bond Buyer. 

ii) For taxable bonds, the State shall charge an interest rate on the outstanding principal of the 

revenue bond equal to 62.5% of an available index of taxable revenue bonds or if not available, 

an applicable index. 

b) At the time of adoption of the instrument, ordinance or resolution authorizing the issuance of the 

revenue bond, the local government shall not be in default in the payment of principal of or interest 

on any securities payable from the net pledged revenues that will secure the payment of the revenue 

bond. 

c) The revenue bond must constitute a first lien on the net pledged revenues, unless for good cause 

shown, the State Treasurer agrees to accept another lien position. 

d) If the revenue bond is to be issued by a local government that has less than 10,000 customers of its 

sewer and/or water system, the net revenue (subject to adjustments as hereinafter provided) 

projected by the local government to be derived in the later of (i) the fiscal year immediately 

following the fiscal year in which the facilities to be financed with the proceeds of the revenue bond 

are projected to be completed or (ii) the first fiscal year for which no interest has been capitalized 

for the payment of any parity securities, including the revenue bond proposed to be issued, will be 

sufficient to pay at least an amount equal to 1.25 times the principal and interest requirements (to be 

paid during that fiscal year) of the proposed revenue bond and any other outstanding parity 

securities of the local government (excluding any reserves therefore), and the governing body must 

covenant not to issue additional securities on a parity with or superior to the revenue bond without 

meeting this test. 
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e) If the revenue bond is to be issued by a local government that has greater than 10,000 customers of 

its sewer and/or water system, the net revenue (subject to adjustments as hereinafter provided) 

projected by the local government to be derived in the later of (i) the fiscal year immediately 

following the fiscal year in which the facilities to be financed with the proceeds of the revenue bond 

are projected to be completed or (ii) the first fiscal year for which no interest has been capitalized 

for the payment of any parity securities, including the revenue bond proposed to be issued, will be 

sufficient to pay at least an amount equal to 1.2 times the principal and interest requirements (to be 

paid during that fiscal year) of the proposed bond and any other outstanding parity securities of the 

local government (excluding any reserves therefore), and the governing body must covenant not to 

issue additional securities on a parity with or superior to the revenue bond without meeting this test. 

f) In determining whether or not a revenue bond may be issued in accordance with one of the 

foregoing tests in paragraphs  d and e above: 

i) Consideration may be given to any probable estimated increase or reduction in operation and 

maintenance expenses that will result from the expenditure of the funds proposed to be derived 

from the issuance and sale of the revenue bond; 

ii) Consideration may be given to rate increases that have been adopted and have taken effect or 

are scheduled to take effect in the fiscal year immediately following the issuance of the revenue 

bond; and 

iii) The respective annual principal (or redemption price) and interest requirements shall be reduced 

to the extent such requirements are scheduled to be paid with moneys held in trust or in escrow 

for that purpose by any trust bank, including the known minimum yield from any investment in 

permitted securities. 

 

A written certificate or written opinion by an authorized representative of the local government, an 

independent accountant or consulting engineer that one of the foregoing tests in paragraphs d, e, and f above 

as applicable, is met must be delivered to the State on or before the date of delivery of the revenue bond to 

the State.   

 

The local government must covenant in the instrument, resolution or ordinance authorizing the issuance of 

the revenue bond to charge against its customers of the sewer and/or water system, such fees, rates and other 

charges as shall be sufficient to produce gross revenues annually which, together with any other funds 

available therefore will be in each fiscal year at least equal to the sum of: 

 

a) An amount equal to the annual operation and maintenance expenses for the system for such fiscal 

year; 

b) An amount equal to: (i) in the case of a revenue bond issued by a local government that has less than 

10,000 customers of its water and/or sewer system, 1.25 times, and in the case of a revenue bond 

issued by a local government that has more than 10,000 customers of its water and/or sewer system, 

1.2 times, the debt service due in such fiscal year on any then outstanding superior securities, the 

revenue bond and any outstanding parity securities; and 

c) Any amounts payable from the net revenues and pertaining to the system, including, without 

limitation, debt service and reserve requirements on any subordinate securities and any other 

securities pertaining to the system, operation and maintenance reserves, capital reserves and prior 

deficiencies pertaining to any account relating to gross revenues. 

 

  

114



APPENDIX C 
State Revolving Fund Bond Policy 

State of Nevada Board of Finance and State Treasurer 
Debt Management Policy 
Revised August 2016 Page 31 

 

The instrument, resolution or ordinance authorizing the revenue bond must provide for a reserve fund which 

may be funded from bond or loan proceeds or other available monies in the minimum reserve amount equal 

to 10% of the par amount of the revenue bond, average annual debt service on the revenue bond or the 

maximum annual debt service on the revenue bond, whichever is less, to be deposited with the State 

Treasurer in the Local Government Investment Pool (the “LGIP”).  The interest on the reserve fund is to be 

accrued and distributed to the benefit of the applicant. 

 

##END## 
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TO: Board of Finance (BoF) Members 
 
FROM: Lori Chatwood, Deputy Treasurer of Debt Management 
 
SUBJECT: June 12, 2018 Agenda Item #6-Highway Improvement Revenue (Motor Vehicle 

Fuel Tax) Bonds, Series 2018 Report 
 
DATE: May 29, 2018 
 

 

Agenda Item #6 
 
Receive a report on the sale of the Highway Improvement Revenue (Motor Vehicle Fuel Tax) 
Bonds, Series 2018. 
 
Background: 
 
At the March 13, 2018 meeting, the Board approved the issuance of the State of Nevada 
Highway Revenue (Motor Vehicle Fuel Tax) Improvement and Refunding Bonds, Series 2018 
(the “2018 Bonds”) in a maximum aggregate principal amount of $140,000,000. 
 
The three major credit rating agencies (Fitch, Moody’s, and Standard and Poor’s) reaffirmed 
the Highway Revenue Bonds’ ratings of AA+, Aa2, and AAA (the highest possible rating).   
 
The State Treasurer’s Office executed a competitive sale on May 15, 2018.  The total par issued 
for the twenty year bonds was $125,905,000 plus $9,824,990.00 in net premium.  The bonds 
were well received by investors with six institutional investors bidding and Bank of America 
Merrill Lynch submitting the winning bid with a True Interest Cost (TIC) of 3.339.  Morgan 
Stanley was the cover bid with a TIC of 3.360.  
 
After the issuance of the 2018 Bonds, the Treasurer’s Office and the Department of 
Transportation reviewed the final bonding costs of Project Neon as compared to the original 
public-private partnership (P3) model evaluated by the Board of Transportation.   
 
The results were staggering and undeniably confirm the Transportation Board’s evaluation and 
approval of the benefits of bond financing over funding Project Neon as part of a P3 was of 
great benefit to the State. 
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As a result of bonding when compared to the proposed P3, the financing of Project Neon is 
completed 18 years sooner (FY2035 vs. FY2053) with gross savings over the life of the project 
of approximately $986 million which equates to present value savings of approximately $278 
million. 
 
Additionally, the current bonding model projects future bonding capacity to resume beginning 
in approximately 2020. 
 
As reflected in the chart below, bonding provides average annual savings of $13.4 million in 
fiscal years 2014-2026, $11.7 million in fiscal years 2027-2039, and $47 million in fiscal years 
2040-2053. 
 
Congratulations to the tax-payers of Nevada! 
 

 
 
 
 
 

 

Bonding P3 Difference

Fiscal Year Debt is Paid Off 2035 2053 18 years earlier

Debt Service vs Availability Payments 982,146,998$ 1,967,790,568$    985,643,570$    

Estimated Present Value of Bonding Savings 982,146,998$ 1,967,790,568$    277,668,616$     

Average Annual 

Savings Period Total

Savings FY2014-2026 (13 years) 13,410,369$         174,334,797$     

Savings FY2027-2039 (13 years) 11,725,389$          152,430,057$    

Savings FY2040-2053 (14 years) 47,062,766$         658,878,724$     

Final Results

Project Neon

Bonding vs P3 Comparison
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TO: Board of Finance (Board) Members 
 
FROM: Lori Chatwood, Deputy Treasurer of Debt Management 
 
SUBJECT: June 12, 2018 Agenda Item #7-Notification of the Underwriter Pool Solicitation 

Selection-March 1, 2018 
 
DATE: May 29, 2018 
 

 
Agenda Item #7 
 
Receive notification of the Underwriter Pool Solicitation Selection on March 1, 2018 
 
BACKGROUND: 
 
Section IX (D)-Selection of Outside Finance Professionals/Senior Underwriter of the State of 
Nevada Board of Finance and State Treasurer Debt Management Policy, directs the State 
Treasurer to appoint a pool of qualified senior underwriters to provide for the negotiated 
issuance of State debt and notify the Board. 
 
While the presumptive method of sale is by competitive method, the negotiated method of sale 
may be warranted. The negotiated method entails the selection of an underwriter or 
underwriting pool prior to the designated sale date.  This allows the State to coordinate 
beforehand the complex tasks and requirements associated with the issuance directly with the 
underwriter, thereby increasing the probability of an optimal sale. Examples of such sales 
include: 
 

 Debt issuance is so large (or small) that the number of potential bidders would be 
too limited to provide the State with truly competitive bids; 

 

 Debt issuance requiring the ability to react quickly to sudden changes in interest 
rates, such as an advanced or current refunding ; 

 

 Debt issuance requiring intensive marketing efforts to establish investor acceptance 
(e.g., lease / purchase certificates of participation, proprietary or innovative financial 
products); 
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 Debt issuance with specialized distribution requirements (e.g., bonds sold only to 
institutional investors); and 
 

 Debt issuance utilizing variable rate debt securities. 
 

In a negotiated sale, the senior underwriter is responsible for assisting the State and its 
Municipal Advisor in the structuring of the debt, rating and investor presentations, marketing 
of the securities, and the execution of the issuance.  Ultimately, the underwriter is expected to 
purchase/underwrite any unsold securities and to provide primary and secondary support to 
the State regarding the financing.  
 
The Treasurer’s Office released the 2018 Underwriting Services Solicitation to Serve as a Senior 
and/or Co-Managing Underwriter 0n January 19, 2018. 
 
Through this competitive selection process fourteen firms responded to the solicitation and 
were evaluated based on their experience serving as an Underwriter to states and large 
municipalities; qualifications, experience, and availability of the lead personnel; coverage and 
commitment to the State of Nevada and its municipalities; retail and institutional distribution 
capabilities; and the firm’s financial strength, capital position, and ability and willingness to 
underwrite securities. 
 
Three Senior Underwriting firms and five Co-Managing Underwriting firms were selected for 
the formation of the pool.  The firms selected for the Pool are: 
 
Senior Managing Underwriter 
J.P. Morgan Securities L.L.C. 
Merrill Lynch, Pierce, Fenner & Smith Inc. (BofA/Merrill Lynch) 
Morgan Stanley & Co. L.L.C. 
 
Co-Managing Underwriter 
Citigroup Markets Inc. 
Fidelity Capital Markets, a division of National Financial Services 
RBC Capital Markets L.L.C. 
Robert W. Baird & Co. Inc. 
UBS Financial Services Inc. 
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