
Tender Option Bond Transaction Diagram 

Floater Proceeds ($) 

AAA and AA Tax Exempt 
Municipal Bonds Deposited 

Residual Holder 
(transaction 

initiator, e.g. mutual 
fund, insurance 
company, bank) 

Floater Proceeds ($) 

Residual Certificates 

(same rating as underlying bonds) 

Floating Rate Certificates 

(same rating as underlying bonds) 

Remarking 
Agent 

(typically same 
entity as the Trustor 
who facilitates TOB) 

Remarketing 

Remarketing Fees 

Residual accrued plus most of 
the gain or all of the loss on 
tax exempt municipal bonds 

Recourse Agreement (i.e. recourse agreement) 

Floater Accrued 

Tender (Par Put) 

Liquidity Bank 
(may be same entity 
or an affiliate of the 

Residual Holder) 

Liquidity Facility Commitment 

Liquidity Fees 

Municipal 
Trust 

 

(tax owner of bond, 
accrues coupon) 

Floater 
Investors 

(e.g. s/t investors, 
money market funds) 

solid line represents flows at transaction inception             dotted line represents on-going flows & services 
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