
        INVESTMENT PRODUCTS RECEIPT AND DISCLOSURE 
      (Securities may be offered through Woodlands Securities Corp, a broker/dealer and member of FINRA and SIPC) 
 

 

MUNICIPAL BONDS 

 
ACCOUNT NAME _______________________________________  ACCOUNT NO. _________________ 

 

CUSTODIAN _______________________  EMAIL ADDRESS ____________________________________ 

 
Bond informtion and Official Statements are also available on the Municipal Securities Rulemaking Board’s (MSRB) 

EMMA website at http://emma.msrb.org and should be reviewed carefully before investing. 
 
 

 

 I understand Woodlands Securities Corporation is a member of the Securities and Exchange Commission (SEC) 

and the Municipal Securities Rulemaking Board (MSRB); the website address for MSRB is www.msrb.org; and 

available on the MSRB website is an investor information brochure that describes the protections that may be 

provided by the Municipal Securities Rulemaking Board rules and how to file a complaint with an appropriate 

regulatory authority  

 I authorize the receipt of pertinent details of bonds to be delivered to the email address above and to include, but 

not limited to, CUSIP number, type of bond (i.e. general obligation, revenue, tax-backed), price, credit rating (and 

if recently downgraded), any callable features, credit rating, date issued, maturity date, interest payment features, 

material delinquencies, and the official statement for new issues. 

 I understand the price of a bond is related to current market factors and can be priced above or below its par value 

for many reasons, including changes in the creditworthiness of a bond’s issuer and a host of other factors, including 

prevailing interest rates and I should consider the investment objectives, risks, and charges and expenses associated 

with municipal bonds before investing.   

 I understand bonds are generally traded as principal net, without a commission.  There is an inverse relationship 

between yields and bond prices (i.e. as bond prices increase, yield decreases) and may be subject to various risk 

which may include long term interest rate risk, credit risk, liquidity risk, and default risk. 

 I understand most municipal bonds pay interest semiannually, but zero coupon municipal bonds pay all interest at 

the time the bond matures.  New issues many times have odd first coupon dates and the first interest payment may 

be more or less than a typical 6 month payment amount.  The interest rate paid on variable rate demand obligations 

(VRDOs) may be a “maximum” rate specified in official documents for the security, set by a formula specified in 

the official documents, or set by the remarketing agent.  If applicable, I understand how the interest rate was 

determined and, if set by formula, was explained to me to my satisfaction. 

 I understand I should seek the advice of a tax professional regarding the bond's tax status, under both state and 

federal laws, including the possibility that the bond may be subject to the federal Alternative Minimum Tax.  For 

bonds trading at a discount to par due to interest rate increases, the gain, if held to maturity, is considered market 

discount and is taxed as ordinary income.   

 I understand that if the bond has a call feature, the Issuer, at its sole discretion, may call or terminate this bond on 

the call date (and within specified periods thereafter) and will impact future income and yield. 
 

 

CERTFICATION 
 

I ACKNOWLEDGE I HAVE RECEIVED AND UNDERSTAND THESE DISCLOSURES 
 

 

X __________________________________________   X __________________________________________ 
     Customer Signature                                                           Date                       Customer Signature                                                           Date 

 

RR Print Name, Signature 

 

 

RR# 

 

Date 

 

10/17 

 

http://emma.msrb.org/
http://www.msrb.org/
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Bond Description 

 
 
1.  SECURITY INFORMATION 
Issue Type:   
General Obligation Bonds – a debt security in which the full faith, credit and taxing power of the issuer is pledged to 
pay principal and interest and typically include a pledge to use the issuer’s ad valorem taxing power to pay principal and 
interest.  They often require approval by election prior to issuance. In the event of default in required payments of 
interest or principal, the holders of general obligation bonds have certain rights to compel a tax levy or a legislative 
appropriation (as might be the case for a general obligation bond issued by a state). 
 
Revenue Bonds - a bond that is not backed with a general obligation from an issuer with taxing authority. The issuer of 
a revenue bond is not obligated to pay principal and interest on its bonds using any source other than the source(s) 
specifically pledged in the bond. If the specified source(s) of revenue become inadequate, a default in payment of 
interest or principal may occur. Various types of pledges of revenue may be used to secure interest and principal 
payments on revenue bonds. For example, a bond issue by a municipal water and sewer authority typically would 
involve revenues obtained through local water and sewer assessments.  
 
Double Barreled Bonds - A relatively small percentage of municipal securities embody both general obligation and 
revenue pledges. The term double-barreled bond is used for these securities.  
 
Variable Rate Demand Obligations (VRDO) - Floating rate obligations that have a nominal long-term maturity but have 
a coupon rate that is reset periodically (e.g., daily or weekly).  The investor has the option to put the issue back to the 
trustee or tender agent at any time with specified (e.g., seven days’) notice.  The put price is par plus accrued interest.  
 
Maturity Type: 
Callable Bond -  A callable bond refers to the ability of the Issuer to call in or redeem prior to the stated maturity at a 
specified price, usually at or above par, by giving notice of redemption in a manner specified in the bond contract.  A 
non-callable bond will not be called in early prior to maturity by the issuer. 
 
Price/Yield at Issue:  The amount to be paid for a bond, usually expressed as a percentage of par value but also 
sometimes expressed as the yield that the purchaser will realize based on the dollar amount paid for the bond. 
 
Coupon Frequency:  Denotes how often the interest will be paid. 
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Tax Provision:  Interest paid on the securities is exempt from federal income tax. In some cases, interest on a 
municipal security is not tax-exempt (such as the Build America Bonds program). Taxable municipal securities can also 
be issued if the purpose of the issuer’s financing does not meet certain public purpose or public use tests under the 
federal tax rules.  In addition, a bond initially issued as a tax-exempt bond can become a taxable bond if the issuer fails 
to comply with certain federal tax law requirements.  Some municipal bond interest may be subject to the federal 
alternative minimum tax, or AMT. In that case, some of the benefits of tax-exemption may be lost for taxpayers who are 
subject to the AMT. The official statement for such an issue normally will state that the securities are subject to the AMT. 
A state may provide an exemption from state income tax for interest on municipal securities in certain cases and when 
bonds are issued in-state. 
 
Form:   
Book Entry – The security is not available to purchasers in physical form and therefore is recorded with a centralized 
agency as a computer entry.  The majority of bonds are currently traded in book entry. 
 
 
2.  RATINGS  
Evaluations of the credit quality of bonds are made by and represent third party opinions of rating agencies.  Ratings are 
intended to measure the probability of the timely repayment of principal and interest on municipal securities.  Ratings 
often are assigned upon issuance and are periodically reviewed and may be amended to reflect changes in the issuer’s 
credit position.  Ratings also are sometimes assigned after the initial issuance, often on bonds that have been advance 
refunded.  The factors upon which the rating agencies base their credit ratings vary with each type of issue.  The ratings 
may derive from the credit worthiness of the issuer itself or from a credit enhancement feature of the security (e.g. 
guarantor, letter of credit provider, bond insurer, etc.).  In the case of short term obligations, liquidity generally is a 
significant factor in determining a short term rating.  Some rating agencies provide both long term and short term ratings 
on variable rate demand obligations. While credit ratings are one assessment factor, they do not measure performance 
factors, such as market value or price fluctuations, suitability, rate of return, etc. 
 
The principal rating agencies in the municipal securities market use the following system of ratings as of the date of this 
publication – ratings from different rating agencies with the same or similar designation do not necessarily represent 
equivalent ratings – explanations of the significance of each rating classification are available from the rating agencies at 
the websites indicated.  The top or higher ratings range from very strong credit worthiness to the lower ratings for 
weaker or default has occurred.  The scale also ranges higher for investment grade bonds to lower for more non-
investment or speculative grade bonds. 
 
 

Fitch Ratings 
(www.fitchratings.com) 

Moody’s Investor Service 
(www.moodys.com) 

Standard & Poor’s 
(www.standardandpoors.com) 

   
Long Term Ratings:   

AAA Aaa AAA 
AA+, AA, AA- Aa1, Aa2, Aa3 AA+, AA, AA- 

A+, A, A- A1, A2, A3 A+, A, A- 
BBB+, BBB, BBB- Baa1, Baa2, Baa3 BBB+, BBB, BBB- 

BB+, BB, BB- Ba1, Ba2, Ba3 BB+, BB, BB- 
B+, B, B- B1, B2, B3 B+, B, B- 

CCC+, CCC, CCC- Caa1, Caa2, Caa3 CCC+, CCC, CCC- 
CC Ca CC 
C C C 

DDD -- D 
DD -- -- 
D -- -- 
   

Short Term Ratings:   
F1+, F1 MIG 1/VMIG 1 SP-1+, SP-1 

F2 MIG 2/VMIG 2 SP-2 
F3 MIG 3/VMIG 3 SP-3 
B SG -- 
C -- -- 
D -- -- 

 
 
 



3.  CREDIT SUPPORT 
The use of the credit of an entity other than the issuer or obligor to provide additional security in a bond or note 
financing.  This term typically is used in the context of bond insurance, bank letters of credit and other facilities, state 
school guarantees and credit programs of federal or state governments or federal agencies, but also may refer more 
broadly to the use of any form of guaranty, secondary source of payment or similar additional credit-improving 
instruments (i.e. PSF–GTD: Permanent School Fund Guaranteed). 
 
 
4.  TRADING INFORMATION 
When Issued - The date the bond will settle for a new issue of municipal securities (from the original date of the sale by 
the issuer to the delivery of the securities to, and payment by, the underwriter).  
 

Interest Accrual Date - the date the bond starts accruing interest.  
 

1st Coupon Date – the date the first bond interest will be paid. 
 

Week of Sale - the date the new issue will begin trading. 
 
 
 

Bond Description Cont’d 

 
 

5.  ISSUANCE INFORMATION 
Maturity Size $ - the amount of the total issuer’s offering for each respective maturity and CUSIP number.    
 

Issue Size $ - the total amount of the offering by the issuer (which may include varying maturities and respective CUSIP 
numbers). 
 

Underwriter – the name of the participating underwriter selling the bonds. 
 
 
6.  ADDITIONAL SECURITY INFORMATION 
Additional information about the offering such as the Purpose (i.e. Refunding Bonds), the Depository where the bonds 
are cleared through (DTC – Depository Trust Company) and other offering information. 
 
 



 

Yield Information 

 
 

 
Price – The amount to be paid for a bond, usually expressed as a percentage of par value but also sometimes 
expressed as the yield that the purchaser will realize based on the dollar amount paid for the bond. 
 
Concession – remuneration paid by the broker/dealer to the underwriter. 
 
Current Yield – The ratio of the annual dollar amount of interest paid on a security to the purchase price or market price 
of the security, stated as a percentage.  For example, a $1,000 bond purchased at par with a 5% coupon pays $50 per 
year, or a current yield of 5%.  The same bond, if purchased at a discount price of $800, would have a current yield of 
6.25%.  A $1,000 bond purchased at a premium price of $1,200 would have a current yield of 4.17%.  
 
Yield – The annual rate of return on an investment, based on the purchase price of the investment, its coupon rate and 
the length of time the investment is held.  
 
Yield to Call – The rate of return to the investor earned from payments of principal and interest, with interest 
compounded semi-annually at the stated yield, presuming that the security is redeemed on a specified call date (if the 
security is redeemed at a premium call price, the amount of the premium is also reflected in the yield).  Yield to call 
takes into account the amount of the premium or discount at the time of purchase, if any, and the time value of the 
investment. 
 
Yield to Maturity – The rate of return to the investor earned from payments of principal and interest, with interest 
compounded semi-annually at the stated yield, presuming that the security remains outstanding until the maturity date.  
Yield to maturity takes into account the amount of the premium or discount at the time of purchase, if any, and the time 
value of the investment.  
 
Payment – In the example above for 250 bonds bought at the price of $112.428/bond, the total payment is $281,107.00, 
plus any accrued interest form the current date to the 1

st
 coupon date equals the total payment. 

 
Income – The example shows the projected income earned for 250 bonds when held to maturity. 



 

Change in Rating Notice 

 
 

Credit ratings for issuers and individual issues are not static but can and do change over time. The reasons for the 
changes vary, and may be broadly related to overall changes in the business environment, or they may be more 
narrowly focused on circumstances affecting a specific industry, entity, or obligation.  Consequently, Rating Agencies 
monitor, reevaluate, and if appropriate, seek to adjust ratings based on the best available information.  While ratings are 
intended to be forward-looking, they should not be construed as assertions of absolute default probability but rather as 
relative indications of credit risk.  They are opinions of credit quality and are just one of many factors that the 
marketplace considers when evaluating debt securities. 
 
You may receive a notice like this that shows the bond you purchased has received a Rating change.  In the example 
above, the issuer, Montgomery Co MUD with CUSIP number 61370FFQ8 had an S&P rating of AAA on 11/24/08 and is 
currently AA+ issued on 10/25/10 (a slight downgrade from the chart on Page 2).  The UN S&P row refers to the 
unsolicited ratings assigned at the initiative of Standard & Poor's and not at the request of the issuer or its agents. 
 
The Outlook column (i.e. STA or Stable) refers to the potential direction of the issuer’s long term credit rating over the 
intermediate to longer term: 
 

Positive indicates that ratings may be raised. 

Negative means ratings may be lowered. 

Stable indicates that ratings are not likely to change. 

Developing means ratings may be raised or lowered. 

N.M. means not meaningful. 
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