
Definitions* 
 
 
Annual Required Contribution (ARC): The agency’s required OPEB contribution for the year. 
Includes normal cost and amortized unfunded actuarial accrued liabilities. 
 
Auction Rate Securities (ARS): are variable rate bond whose interest rates is rest under a Dutch auction 
process.   
 
Current Interest Bond: a bond that pays interest to a holder on a periodic basis.  
 
Capital Appreciation Bond: a bond that pays no interest. Principal is reinvested at a stated rate until 
maturity. .At maturity, initial principal amount and compounded interest are payable. 
 
Convertible bond:  a capital appreciation bond that changes to an interesting bearing bond.   
 
Debt Service Reserve Fund or Reserve Fund: A fund in which holds moneys used to pay debt service 
if pledged revenues are insufficient.  

Fixed Rate:  an interest rate that is the same for the life of the security. 

Fixed Income Security:  a bond that has a fixed set of payments.  

Liquidity: ability of to convert a security into cash.  

Liquidity facility:  is a financial instrument such as a letter of credit, a standby bond purchase agreement 
or other agreement used to provide liquidity purchase securities have been tendered but cannot be 
immediately remarketed to new investors.  The provider of the liquidity facility purchases the securities 
until they can be remarketed. 
 
Other Post Employment Benefits: Nonpension post employment benefits earned to employees 
 
Remarketing:  The process of reselling securities that have been tendered by previous owners 
 
Sinking Fund:  A fund into which an issuer makes deposits to redeem securities for timely availability of 
funds to pay debt service.  

 Unfunded Actuarial Accrued Liability:  The difference between the actuarial accrued liability and the 
actuarial value of assets accumulated to finance that obligation. 
 
Variable Rate:  An interest rate on a security changes at intervals according to a predetermined index or 
formula.  
 
Variable Rate Demand Obligations (VRDO):  Are variable rate obligations with a long maturity but an 
interest rate that resets periodically.   
 
Validation:  A procedure whereby the legality of a proposed issuance of securities is determined, often 
through a court proceeding, in advance of the issuance of the bonds. 

*References from MSRB, SIFMA, Moody’s Municipal Guide 



 


