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Overview on municipal bonds
Municipal bonds are identified as debt
securities, issued by the local public authorities (‘the issuer’) in order
to raise funds for financing specific
investment objectives.

Municipal bonds are basic loans, issued by the local authorities, which are
available for private individuals or legal persons. Municipal bonds are issued for a
determined period and with a fixed interest rate paid in regular intervals that have
to be outlined in the prospectus. The nominal value of the purchased bonds is
reimbursed at maturity or at default date.

The number of purposes for which
the municipal bonds may be issued:
To finance a new municipal
investment project with local
interest;
To finance repairs or maintenance of assets held by the issuer
which may also be classified
as public investment with local
interest;
To simply refinance bank loans or
municipal bonds that are already
in circulation in order to reduce
the interest costs or to extend the
repayment period.
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Municipal bonds market on the Bucharest Stock Exchange (BVB)
Bucharest Stock Exchange (BVB) as
a market and system operator, administers the Regulated Market and the
Alternative Trading System (ATS). On
BVB’s markets it is possible to trade
shares, bonds, allocation rights, fund
units, government bonds as well as
structured products.
The market for municipal bonds
debuted on BVB in 2001, 6 years after
the first stock trades. Issuers of the
municipal bonds are the local rural administration, cities/municipalities and
county councils. The first municipal
bonds admitted to trading were bonds
issued by the municipalities of Predeal
and Mangalia. Municipality of Timisoara remains the most active local
authority on the BVB’s municipal bonds
market, with a total of seven issuances
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(for more information about currently available municipal bonds, please consult
the ’Bonds’ section of the BVB website at: www.bvb.ro).
Offering municipal bonds on BVB’s Regulated Market is a tactic aimed to
attract investors and finance the local economic activity. There is a number of
advantages in favor of using this instrument as an alternative way of obtaining
financing:
It is a viable alternative to a bank loan and in most cases,
it is also a cheaper option;
The terms and conditions of the repayment of the borrowed capital are set
in accordance with the prospectus, which can be adjusted according to
the particular needs (unlike the bank loan which requires adaptation to the
banking rigors);
The main purpose behind issuing municipal bonds is to raise funds to support projects of local authorities of which the main beneficiary is the local
community;
It increase visibility of the local authorities on a national level by offering
municipal bonds following the admission to trading on BVB;
It represents a financing method that offers support and completion of major
projects related to local development that would usually involve direct fund-

Guide for the issuers of municipal bonds

ing that could affect the balance
of the local budget or time scaling
that usually results in particularly
high maintenance costs;
It offers benefits for the local
community by finalizing the
communal investments while offering better timing of the capital
expenditures;

Interest paid on bonds issued by the local authority is charged by the bank,
but received by the investors (individuals and business), including residents
that are involved in the local community. This leads to prosperity and positive
image amongst the community residents;
It brings an increased investor confidence in local authorities and an increased confidence in local management;
The procurement of all services related to the process of issuing, brokering and selling municipal bonds is exempt from GEO 34/200 regarding the
acquisition on local government procurement.

Listing municipal bonds on BVB
Municipal bonds can be traded on the
Bucharest Stock Exchange once the
issuer receives a positive answer from
the local government authority, issued
in accordance with the Romanian law
and based on the decision of the City
Council or of the County regarding
the main features of the bond issue,
such as: the nominal value, sales price,
issuing and maturity date, interest rate,
terms of payment thereof, designated
paying agent etc.
Note: The issuer shall not exceed the limit of 30% from its own
resources – total annual public debt – including the bonds to be
issued. There is nevertheless an exception to this rule that applies
to the municipal bonds issued in order to co-finance projects
benefitting from European funding.

When all the prerequisite requirements
are met, the local authority has to comply with the following steps in order to
become a bond issuer on BVB:
1. It is recommended to use support
services and benefit from the financial advisory assistance while
structuring the bond loan. This
assistance will ensure fair representation and protection of the
interests of the local authorities;
2. Issue the decision from the local
public authorities regarding the
issuance of the municipal bonds;
3. Address to an intermediary
authorized by the Financial Supervisory Authority (ASF), which
is a BVB participant in order to
conclude an intermediary con-

tract. The intermediary will then handle all the technical procedures related
to the admission of the issuer to BVB and the sale of the municipal bonds;
Note: List of intermediaries can be found on BVB website (www.bvb.ro) in the ‘Intermediaries’ section.

4. Render decision, following consultation with the intermediary of the offer
and based on the issuer’s financial needs, regarding the characteristics of
the issued bonds, such as: the total amount of the bond loan, the nominal
value and the number of bonds issued, the interest rate, the maturity and
frequency of interest payments, the period for the development of the offer
and the method of guarantee;
5. Issue an official document outlining the offer and providing information
about the issuer, called ‘Prospectus’ before the public offer of sale. This
document, prepared by the intermediary based on the information provided
by the issuer, must be approved by the FSA;
Prospectus should include:
• Information about the issuer (identification data, the nature of the activity carried out, any other issued bonds);
• Information about the bonds offered and the rights conferred by them (the number of bonds issued, their nominal value, issuing/sales price,
interest rate, repayment, means of payment, the guarantee of the listing, the duration of the offer and the purpose for the funds raised);
• Accounting statements (financial reports);
• Informative note referring to risk factors.

6. Inform about the issuing of the municipal bonds and receive the approval of
the Ministry of Public Finance;
7. Carry on the public offering for municipal bonds, which should be done by an
intermediary that entered into a contract with the issuer;
8. Receive the approval for the offer by the ASF followed by the registration of
the municipal bonds at the ASF;
9. Conclude a contract with the Central Depository, institution that provides
clearing and settlement of the stock exchange transitions as well as tracks
the records of issuers;
10. Submit the following documents to BVB by the intermediary, as provided by
the BVB Rulebook on admission to trading of the municipal bonds:
request for admission to trading bonds;
prospectus, accompanied by ASF’s approval decision;
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summary of the prospectus
containing the public offering,
translated to English;
notification from the intermediary
providing results of closing the
public offering;
copy of a certificate proving
the registration of the bonds
with ASF;
decision of the issuer’s statutory
body regarding the admission of
bonds to trading on BVB market
(copy);

commitment to admission and to maintenance of trading
of the corporate bonds on BVB;
proof of payment of the processing fee (copy);
statement of the issuer, providing names of persons designated
to remain in contact with BVB;
any other document BVB might deem necessary.
11. D
 ocument review performed by BVB in order to verify compliance with
applicable regulations. The final decision regarding admission to trading is
done by the Board of Directors of BVB.

Other conditions; admission and maintenance fees for municipal bonds
The bonds issued must exceed EUR
200,000 (equivalent in RON) in value
and have to be approved by the Ministry of Finance before the launch.
Fees for admission to trading, levied by
BVB, include:
Processing fee
(RON 1,200 lei + VAT);
Admission to trading fee (0.001%
of the value for the total issue);
maintenance fee, paid annually
(0.05% of the value for the total
issue, applicable on the day of
the payment).

Transparency is necessary after the admission to trading. Central or local public
units that issue municipal bonds traded on BVB’s regulated market have a number
of reporting obligations, imposed by the capital market institutions and the public
investors. The requirements include obligation to publish financial reports and/or
any information that can affect the bond holders, the interest payments etc.
Legal framework applicable to the admission of municipal bonds to trading:
Local Public Finance Law no. 273/2006, as ammended and supplemented;
Local Public Administration Law no. 215/2001,
as ammended and supplemented;
Law no. 297/2004 on capital markets, as subsequently ammended;
CNVM Regulation no. 1/2006 on securities transaction,
as amended and supplemented;
BVB rulebook for market operators, Book I, Title II.

Note: Full list of tarifs applicable at BVB can be found on the
website www.bvb.ro, under ‘Regulations’ tab.

www.bvb.ro
Should you have any questions, our staff is available at: Phone: +4021 3079500, listing@bvb.ro
Bucharest Stock Exchange, Carol I Bulvard nr. 34-36, 13-14 floors, Sector 2, Bucharest
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