
Bond Proceeds  
Management
Working to establish a reliable and sufficient flow of funds and optimize earnings

Bringing your 
project to life with a  

comprehensive arbitrage 
management program 

for bond proceeds.

Overview
PMA’s Bond Proceeds Management Program (PMA BPM) is a comprehensive service 
that helps you establish a reliable and sufficient flow of funds, optimize your 
investment earning and adequately cover projected expenses. Additionally, PMA 
BPM helps public entities reap significant benefits in the critical areas of investment, 
arbitrage and reporting.

Tax exempt debt issuers are subject to a long list of Internal Revenue Service (IRS) 
requirements that dictate how and when they can use their bond proceeds. PMA 
BPM seeks to fulfill these obligations with as little hassle as possible.

Investment, Arbitrage  
and Reporting
PMA BPM assists public entities in reaping significant benefits in the critical areas of 
investment, arbitrage and reporting.

   1. PMA competitively bids client investments across its expansive network of  
		  banks and dealers to obtain optimal pricing on client investments.

   2.	 PMA’s local bank participation program allows local institutions to participate in  
		  the process if desired. 

PMA helps bring a public entity’s construction project to life through a 
comprehensive investment and arbitrage management program that maximizes 
interest earnings while complying with arbitrage and IRS regulations, existing 
policies, as well as state and federal statutes. 

PMA’s specialized monthly reports provides: 
	 • interest earnings projections 
	 • arbitrage spend down status 
	 • spending exception tests 
	 • monthly updates on potential arbitrage payments 
	 • comprehensive portfolio reporting

Benefits

•	 Establish a scheduled flow of funds

•	 Optimize investment opportunities

•	 Cover projected expenses

•	 Create administrative efficiency

•	 Competitively bid client investments

•	 Offers local bank participation option

•	 Provides specialized monthly reporting

•	 Establishes reliable interest earnings 
projections

•	 Calculates arbitrage spend down status

•	 Provides monthly updates on potential 
arbitrage payments

•	 Assists in complying with existing policies, 
federal and state statutes, district policy 
and arbitrage and IRS regulations

•	 Coordinates formal arbitrage calculation 
for presentation to the IRS, if necessary



Bond Proceeds Management

The Process
1. 	Pre-Execution
	 Before the bond closing date, PMA analyzes the relevant aspects of a school  
	 district’s project and bond issue process, creating an optimal investment strategy.	
	 Understanding an entity’s cash flow and drafting an accurate draw schedule  
	 is critical, allowing the entity to extend the maturity of its investments in  
	 conjunction with projected expenditures. PMA also identifies potential arbitrage 
	 issues and concerns in an effort to determine a disbursement process that best  
	 meets the client’s needs. Some of the preliminary considerations include:

	 • Will the district qualify for a spend-down exception and the three-year  
	  	temporary period?

	 • When will the project be started and completed?

	 • When will the bonds close?

	 • Are multiple funding sources available?

	 • What is the entity’s investment policy?

2. 	Execution
	 In this stage, PMA implements the approved plan. PMA’s extensive 	network of  
	 banks and dealers allows for highly competitive bidding of your investments.  
	 PMA has a network of:

	 • >1,000 banks (Source: PMA Data 3/31/06 - 3/31/11)

	 • >20 securities dealers

	 • >10 municipal securities dealers

3. 	Ongoing Management
	 Each month, PMA facilitates disbursement of proceeds to fund current expenses  
	 and furnishes reports on investments, arbitrage, and bookkeeping.
	 PMA continually monitors an entity’s investments and project status to
	 determine if we can enhance interest earnings along the way.

4. 	Project Completion
	 At the end of a project, PMA prepares final documentation and reporting. If 	
	 necessary, PMA also provides a school district with a final arbitrage calculation for
	 presentation to the IRS.

Bond Proceeds Illustrations

Here are a few of the preliminary
issues we consider:
• Will the district qualify for a

spend-down exception and the 
3-year temporary period?

• When will the project be started
and completed?

• When will the bonds close?

• Are multiple funding sources
available?

• What is the district’s investment
policy?

Stage 2: Execution
Here we implement your district-
approved plan. Our extensive 
network of banks and dealers
allows for highly competitive 
bidding of your investments.
PMA has a network of:
• more than 500 bank 

relationships

• more than 20 securities 
dealer relationships

• more than 20 corporate 
securities dealer relationships

• numerous municipal securities
dealer relationships

Stage 3: Ongoing management
Each month, we facilitate 
disbursement of proceeds to 
fund current expenses and furnish
you with reports on investments,
arbitrage, and bookkeeping. 
We continually monitor your
investments and project status to
determine if we can enhance your
interest earnings along the way. 

Stage 4: Project completion
At the end of your project, PMA
prepares final documentation 
and reporting. If necessary, we 
also provide you with a final 
arbitrage calculation for 
presentation to the IRS. 

How else do you benefit?
With PMA’s Bond Proceeds
Management Program, you reap
significant benefits in the critical
areas of investment, arbitrage, and
reporting.
• We competitively bid investments

on your behalf across our 
expansive network of banks,
dealers, and investment 
agreement providers, helping
you obtain optimal pricing. Plus,
local bank participation is 
always an option.

• Our specialized monthly reports
provide you with reliable interest
projections, arbitrage spend-
down status, potential arbitrage
payments, and comprehensive
portfolio reporting.

• We make our extensive 
experience in working with 
public funds and bond proceeds
management available to you
throughout your entire project.

• We help ensure compliance with
district policy and state statutes.

• Our accounting summary
reports give you a single number
to book each month, greatly 
simplifying your bookkeeping
efforts.

• We coordinate a formal 
arbitrage calculation for 
presentation to the IRS,
if necessary.

• We keep a continual eye out for
any investment opportunities
created by changes in your 
project or interest rate markets,
enabling you to capitalize on
them quickly.

What does the process involve?
Stage 1: Pre-execution
Before your bonds close, we 
analyze all relevant aspects of your
project and bond issue process to
determine an optimal investment
strategy. Understanding your cash
flow and drafting an accurate draw
schedule is critical, allowing you 
to extend the maturity of your
investments in conjunction with
projected expenditures. We also
identify potential arbitrage issues
and concerns and choose a 
disbursement process that best
meets your needs. Yi
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Optimized Investment Portfolio

The average life of our proposed investment schedule allows for a portfolio yield that benefits from higher 
long-term rates.   

Money Market Funds     

Arbitrage Rebate: The proceeds are subject to arbitrage rebate; however, the district is currently investing below the arbitrage yield and currently does not 
expect to pay arbitrage.

Portfolio Arbitrage Status

Yield Restriction: The bond proceeds currently fall under the three year temporary period and are therefore not yield restricted.

Optimal

Date

Bond 
Proceeds / 

Project 
Revenue

Estimated 
Monthly 
Project 
Expense

Actual 
Monthly 
Project 
Expense

Actual 
Monthly 
Project 
Expense Deviation

3/13/06 $11,200,000.00 $0.00 $0.00
3/13/06 $254,658.18 $254,658.18 $35,000.00 $219,658.18
3/22/06 $45,341.82 $45,341.82 $100,000.00 ($54,658.18)
4/19/06 $159,953.98 $159,953.98 $100,000.00 $59,953.98
5/17/06 $371,491.68 $371,491.68 $300,000.00 $71,491.68
6/21/06 $471,169.03 $471,169.03 $335,000.00 $136,169.03
7/19/06 $574,870.14 $574,870.14 $450,000.00 $124,870.14
8/16/06 $705,869.95 $705,869.95 $578,000.00 $127,869.95
9/20/06 $930,814.53 $930,814.53 $725,000.00 $205,814.53
10/18/06 $799,926.42 $799,926.42 $835,000.00 ($35,073.58)
11/15/06 $691,405.84 $691,405.84 $875,000.00 ($183,594.16)
12/20/06 $563,058.61 $563,058.61 $902,000.00 ($338,941.39)
1/17/07 $601,082.14 $601,082.14 $650,000.00 ($48,917.86)
2/21/07 $497,770.74 $497,770.74 $602,000.00 ($104,229.26)
3/21/07 $491,375.57 $491,375.57 $895,000.00 ($403,624.43)
4/18/07 $808,638.04 $808,638.04 $923,000.00 ($114,361.96)
5/16/07 $948,052.04 $948,052.04 $1,032,000.00 ($83,947.96)
6/20/07 $1,018,048.38 $1,018,048.38 $703,000.00 $315,048.38
7/18/07 $687,950.92 $687,950.92 $635,000.00 $52,950.92
8/22/07 $299,337.00 $299,337.00 $375,000.00 ($75,663.00)
9/19/07 $279,186.00 $279,186.00 $150,000.00 $129,186.00

Poor

o p t i m i z a t i o n

Drafting an accurate draw schedule and
carefully monitoring cash flow is the key
to optimal investing.

d r a w  s c h e d u l e

a r b i t r a g e  c o m p l i a n c e

m o n t h l y  r e p o r t s

Area School District - 2003 Referendum Proceeds SAMPLE
Month End Reconciliation for February, 2003

Actual Cash Balance 1/31/03 14,266,057.35$         

Interest Received

Interest Paid - Certificate of Deposit 2,542.00$                  
Interest Paid - US government Agency, coupon pmt 8,500.00$                  

Total Interest Received for Period 11,042.00$                

Less: Accrued Interest Paid 2,400.00$                  
Amortized Premium Paid 1,721.00$                  

6,921.00$                  

Wire Transfers / Expenses

Total Wire Transfers / Expenses 154,000.00$              

14,118,978.35$         

Reconciliation to Bank Balances

14,102,137.35$         
Accrued Interest Purchased 15,120.00$                
Amortized Premium 1,721.00$                  

14,118,978.35$         

14,118,978.35$         

Variance -$                         

ONE INTEREST NUMBER 
TO BOOKKEEP!  

Accounting process and monthly
reports ensure that staff isn’t 
burdened by extra bookkeeping.

Current Portfolio Interest Income Estimate
Anticipated Arbitrage Rebate Liability
Total Interest Income Net of Rebate

$0.00
$365,479.51

$365,479.51

Projected Rebate /Liability

$19,328,698.73 Projected Expense Need to spend an additional $5,720,135.64
6/12/10 100% $19,328,698.73 100.00% $19,328,698.73 Projected Expense Need to spend an additional $5,720,135.64
6/12/08 100% $19,328,698.73 100.00%

$15,691,037.63 Projected Expense Need to spend an additional $887,960.96
6/12/07 95% $18,362,263.79 99.00% $19,135,411.74 Projected Expense Need to spend an additional $4,753,700.7
12/12/06 75% $14,496,524.05 81.18%

$2,416,087.34 Actual Expense You have met the 10% requirement.
6/12/06 45% $8,697,914.43 51.23% $9,902,092.36 Actual Expense You have met the 45% requirement.
12/12/05 10% $1,932,869.87 12.50%

Regulatory Requirement Actual/Projected Portfolio Status Regulatory Status as of  11/12/02

Estimated Spend-Down Requirements            Cumulative Expenses            $13,608,563.09 Expenses to Date - 70.41%

Monthly snapshot shows your spend-down status in relation to your targets.

Current Portfolio Interest Income Estimate
Potential Interest Income on Balances
Estimated Interest Income (Not including Rebate)

Original Portfolio Interest Income Estimate

Total Return for Arbitrage Purposes
Weighted Avg Life of Future Projected Expenses28

$315,886.62

3.625%

$66,502.89
$431,982.40

Investment Earnings Detail
$365,479.51

Investment Proceeds Received

+ Total Interest Income Net of Rebate
= Total Funding Available

- Cumulative Expenses
= Outstanding P & I Net of Rebate$5,720,135.64

$19,328,698.73

$13,608,563.09

$18,963,219.22
$365,479.51

Investment Proceeds Information

m o n t h l y  r e p o r t s

Monthly reporting allows you to monitor
important elements as the project progresses.
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Constructing your daily 
cash flow plan
Once historical data has been 
analyzed, monthly rev/exp 
percentages can be applied to
your current fiscal year (FY)
budget to project monthly rev/exp
numbers for the current year and
beyond. Within each month, 
payroll dates and amounts, 
A/P dates and amounts, debt
schedules, state aid payment 
dates and amounts, property tax
dates and amounts are identified
to construct a DAILY CASH
FLOW PLAN.  

What are the benefits of the 
program?
• Gives you the potential for

greater interest income

• Saves you time and helps 
you achieve optimal pricing on
investments through PMA’s 
competitive bidding process

• Increases the efficiency of your
investment and cash flow process

• Keeps your assets invested 
100% of the time 

• Provides greater accuracy and
timeliness in funding expenses

• Allows for greater precision in
financial planning

• Becomes a valuable tool for
anticipation borrowing

• Increases accuracy in cash 
balance projections – letting you
invest confidently knowing your
liquidity needs are covered

• Provides continuity even during
changes in staffing

• Serves as a communication 
tool with your community, 
documenting your district’s 
proficient cash management
efforts

A closer look at the process
Analyzing historical data
Starting with a detailed 
investigation of your district’s 
historic cash flow data, PMA gives
you a complete and reliable 
picture on which to base future
investment decisions. At this 
phase we will:  
• Analyze three years of cash-based

historical data by fund, by month

• Determine monthly patterns 
and trends 

• Isolate one-time anomalies not
indicative of the year’s monthly
number

• Incorporate district specific
information such as A/P cycle,
payroll cycle, summer payroll,
debt schedules, school calendar,
etc. to ensure the plan is as 
accurate as possible

f u n d  p r o j e c t i o n s

Targeted Liquidity Level:

Long-Term Investment Potential: (1-2 Years)
Current
Additional
Total Proposed

$0.00
$3,750,000.00

$3,750,000.00

$700,000 - $800,000

Total Dollar Balances For All Funds
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The average life of our proposed investment schedule allows for a portfolio yield that benefits from higher  
long-term rates.

Money Market Funds 

Optimized Investment Portfolio
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Monthly Projections Fund Balance

Aug-05

Jul-05

May-05

Jun-05

Total Expenditures

($6,394,989.00)

($6,947,407.10)

Sep-05

Oct-05

Apr-05

 Total Revenue

$4,621,061.72

Surplus/ 
(Deficit)

$2,440,807.62

$556,171.86

$5,362,189.08

$651,987.38

$3,760,767.63

$79,378.47

$5,436,697.72

FY 2005

Mar-06

Nov-05

Dec-05

Jan-06

Feb-06

$2,186,525.17

$653,242.10

$2,605,757.52

$2,563,075.43

$1,291,441.19

$3,415,047.82

$2,347,935.76$672,005.68

$939,672.56

($4,371,650.88)

($4,690,931.98)

($1,017,131.81)

($558,820.62)

($2,469,908.67)

($5,328,784.62)

($2,572,353.06)

($1,742,790.52)

($436,602.03)

$6,164,796.25

$2,706,092.74

$4,084,082.12

$2,490,996.08

$2,937,886.46

$2,461,601.97

$4,841,843.76

$2,618,605.36

$1,155,413.48

$1,455,221.75

FY 2006

$32,859,348.00

$34,338,018.66

$26,464,359.00

$27,390,611.57
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r e v e n u e  a n a l y s i s e x p e n d i t u r e  a n a l y s i s

Fiscal Year 2006
July Beginning Balances Revenues Expenditures Ending Balances 
Educational Fund $8,016,704.70 $172,983.01 $120,054.98 $8,069,632.73
Building Fund $1,433,434.10 $18,613.37 $38,075.75 $1,413,971.72
Transportation Fund $634,126.34 $7,198.91 $40,576.27 $600,748.98
IMRF Fund ($13,520.71) $3,316.04 $10,424.89 ($20,629.56)
Working Cash Fund $0.00 $ 0.00 $0.00 $0.00
Bond & Interest Fund $0.00 $ 0.00 $0.00 $0.00
Life Safety Fund $0.00 $ 0.00 $0.00 $0.00
Site & Construction Fund $0.00 $ 0.00 $0.00 $0.00

Total $202,111.33 $209,131.89
2.04% 2.34%

August Beginning Balances Revenues Expenditures Ending Balances 
Educational Fund $8,069,632.73 $101,324.43 $367,139.83 $7,803,817.33
Building Fund $1,413,971.72 $9,832.02 $162,168.79 $1,261,634.95
Transportation Fund $600,748.98 $3,089.87 $15,328.41 $588,510.44
IMRF Fund ($20,629.56) $1,290.91 $10,152.66 ($29,491.31)
Working Cash Fund $0.00 $ 0.00 $0.00 $0.00
Bond & Interest Fund $0.00 $0.00 $0.00 $0.00
Life Safety Fund $0.00 $0.00 $0.00 $0.00
Site & Construction Fund $0.00 $0.00 $0.00 $0.00

Total $115,537.23 $554,789.69
1.17% 6.19%

h i s t o r i c a l  a n a l y s i s

Fund Balance
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Actual Projection

D e r i v i n g  m o n t h l y  r e v e n u e  a n d  e x p e n s e  p r o j e c t i o n sC o m p l e t e  u n d e r s t a n d i n g  o f  d a i l y  c a s h  b a l a n c e s  
a l l o w s  f o r  o p t i m a l  i n v e s t m e n t  r e t u r n s
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draw schedule

Optimization

Monthly Reporting

PMA provides each of its clients with a 
monthly report detailing interest earnings 
projections, arbitrage spend down status, 
potential payments and comprehensive 
portfolio information.

Integrity. Commitment. Performance.tm

Securities, public finance services and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal advisor 
registered with the SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, Inc., an SEC registered investment adviser, provides investment advisory services 
to local government investment pools. All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA Securities, Inc. and Prudent 
Man Advisors (collectively “PMA”) are under common ownership.
Securities and public finance services offered through PMA Securities, Inc. are available in CA, CO, FL, GA, IL, IN, IA, KS, MI, MN, MO, NE, OH, OK, PA, SD, TX and WI. This document is 
not an offer of services available in any state other than those listed above, has been prepared for informational and educational purposes and does not constitute a solicitation 
to purchase or sell securities, which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and 
may not be suitable for every investor.  PMA and its employees do not offer tax or legal advice. Individuals and organizations should consult with their own tax and/or legal 
advisors before making any tax or legal related investment decisions. Additional information available upon request. 

©2011 PMA Financial Network, Inc. All rights reserved.								                        For Institutional Use Only


