
Debt Management Concepts Every CPFO 
Candidate Must Know 

Debt management is one of the most substantive sections of the CPFO exam content outline 
- and one of the most misunderstood by candidates who approach it as a memorization 
exercise. The exam does not just ask you to define terms. It expects you to apply concepts, 
evaluate scenarios  and make the kind of decisions a public finance officer makes in the real 
world. 

From debt policy and bond instruments to disclosure requirements and post-issuance 
compliance, CPFO debt management spans a wide range of interconnected topics. 
Mastering this section strengthens both your exam performance and your long-term 
capability as a public finance professional. 

What Is Public Debt in Government Finance? 
Public debt is money a government borrows - typically through bonds or notes - to fund 
capital needs like infrastructure, facilities, or essential services. Unlike private debt, 
government borrowing operates within legal constraints, policy frameworks  and often carries 
tax-exempt status that makes it attractive to investors. 

The CPFO exam emphasizes understanding the roles and responsibilities involved in public 
debt management, not just the mechanics. Knowing why a government issues debt, who 
authorizes it  and how it is repaid positions you to answer situational questions that pure 
memorization cannot prepare you for. 

Candidates who build this contextual understanding alongside quality GFOA CPFO Exam 
Dumps find that scenario-based exam questions become far more approachable. 
Well-designed dumps present debt management problems in applied formats that mirror 
how the real exam frames them. 

 

Core Debt Management Concepts Tested on the CPFO 
Exam 

Debt Program and Policy 

A debt management policy is the foundation of responsible public borrowing. It documents 
how a government issues, repays  and manages debt - covering legal limitations, 
affordability thresholds  and internal governance guidelines. 
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The CPFO exam tests why policy matters, not just what it contains. A strong debt policy 
improves transparency, supports favorable credit ratings  and provides the governing body 
with a clear framework for long-term fiscal planning. Candidates should understand how 
legal debt capacity interacts with policy constraints and how the governing body's role 
shapes issuing authority. 

Bond Sales and Financing Instruments 

Governments issue several types of debt instruments, each suited to different financing 
needs. General Obligation bonds are backed by the full taxing power of the issuing 
government. Revenue bonds depend on specific income streams - tolls, utility fees, or other 
dedicated revenues - rather than the general tax base. Short-term notes, bank loans  and 
direct placements serve more immediate or specialized needs. 

The method of sale matters equally. Competitive sales expose the bond to open market 
bidding, typically producing lower borrowing costs. Negotiated sales involve selecting an 
underwriter in advance, offering more flexibility in timing and structure. The exam tests 
candidates on when each method is appropriate and how pricing and issuance costs 
influence financing decisions. 

Disclosure and Investor Relations 

Disclosure is not bureaucratic paperwork - it is the mechanism that maintains investor trust 
and market integrity. Primary market disclosure provides investors with the information they 
need before purchasing bonds. Continuing disclosure fulfills ongoing reporting obligations 
after the bonds are sold. 

The CPFO exam expects candidates to understand both types, including what triggers 
disclosure obligations and what happens when requirements are not met. Investor relations 
is an extension of this - governments that communicate proactively with bondholders protect 
their credit standing and reduce borrowing costs over time. 

Post-Issuance Debt Management 

Once bonds are sold, the work is far from over. Post-issuance management covers the use 
of bond proceeds, federal tax compliance, investment of idle funds, debt service payments  
and refunding opportunities. 

Federal tax compliance is particularly important for tax-exempt bonds. Using proceeds for 
ineligible purposes can jeopardize the tax-exempt status of an entire issuance - a serious 
and costly consequence. The exam tests candidates on compliance obligations and the 
situations that create risk. 

 

Key Terms Every CPFO Candidate Should Know 



Legal debt capacity defines the maximum amount a government can borrow under 
applicable law. Debt affordability goes further by evaluating what a government can 
realistically sustain given its fiscal position. The two concepts are related but distinct - a 
government may have legal capacity it cannot afford to use. 

Refunding refers to refinancing existing debt, typically to reduce interest costs when market 
rates fall. It requires careful analysis of call provisions, bond covenants  and continuing 
disclosure obligations before proceeding. The exam presents refunding as a financial 
decision with both benefits and constraints. 

Term Plain Meaning 

Legal Debt Capacity Maximum borrowing allowed by law 

Debt Affordability Fiscal ability to sustain debt 

GO Bond Backed by taxing power 

Revenue Bond Backed by specific revenue stream 

Refunding Refinancing existing debt 

 

Practical Debt Management Scenarios 
Scenario A - Choosing a Financing Instrument: A city needs to fund a new public library. 
The finance officer must decide between GO bonds and revenue bonds. GO bonds require 
voter approval in many jurisdictions but carry lower interest rates because of their broad tax 
backing. Revenue bonds avoid the voter threshold but depend on an identifiable revenue 
stream - which a library may not generate. The right answer depends on legal authority, 
fiscal position  and local political context. The CPFO exam presents exactly this type of 
multi-variable decision. 

Scenario B - Evaluating a Refunding Opportunity: Interest rates have dropped 
significantly since an existing bond issuance. Refunding appears attractive, but the bonds 
have call provisions that limit early redemption. The finance officer must weigh present-value 
savings against call premium costs, update continuing disclosure  and confirm federal tax 
compliance for the new issuance. The exam tests whether candidates can identify the 
relevant factors - not just whether refunding sounds like a good idea. 

Before exam day, reinforcing these scenario types through structured practice on Certshero 
gives candidates the applied problem-solving exposure that makes situational questions feel 
familiar rather than unfamiliar under time pressure. 

 

Conclusion 
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Debt management is a standalone section of the CPFO exam for good reason - it covers the 
policies, instruments, disclosures  and compliance obligations that define responsible public 
borrowing. Candidates who understand how these elements connect, rather than treating 
them as isolated topics, consistently perform better on the applied questions this section 
generates. 

Review GFOA best practice documents alongside your exam preparation. Practice working 
through real issuance and refunding scenarios. Build familiarity with key terms in context. 
That combination of policy knowledge, practical application  and exam-style practice is what 
the CPFO debt management section ultimately rewards. 

 

Frequently Asked Questions 
Q1: How much of the CPFO exam covers debt management? ​
​
Debt management is a significant standalone domain in the CPFO exam content outline. It 
encompasses debt policy, bond instruments, methods of sale, disclosure requirements  and 
post-issuance compliance - each carrying meaningful weight. Candidates who treat debt 
management as a secondary topic consistently find themselves underprepared for the 
applied and scenario-based questions this section generates. Reviewing GFOA's debt 
management best practices alongside structured exam preparation is the most effective 
approach. 

Q2: What is the difference between legal debt capacity and debt affordability for the 
CPFO exam? ​
​
Legal debt capacity defines the maximum amount a government can borrow under state law 
or charter limitations - it is a hard ceiling set by external authority. Debt affordability evaluates 
what a government can realistically sustain given its revenue base, existing obligations  and 
fiscal outlook - it is an internal assessment of financial prudence. The CPFO exam tests both 
concepts and often presents scenarios where legal capacity exists but affordability 
considerations argue for a more conservative approach. 

Q3: What is continuing disclosure and why does it matter for CPFO candidates? ​
​
Continuing disclosure refers to the ongoing reporting obligations that bond issuers must fulfill 
after bonds are sold in the public market. It typically includes annual financial information 
and material event notices - such as rating changes, defaults, or significant fiscal 
developments. Failure to meet continuing disclosure obligations can damage an issuer's 
reputation, complicate future bond sales  and attract regulatory scrutiny. The CPFO exam 
expects candidates to understand what triggers disclosure requirements and the 
consequences of non-compliance. 

​
​
Q4: When is refunding a good decision in public debt management? ​



​
Refunding - refinancing existing debt - is worth pursuing when interest rate savings exceed 
the costs of the transaction, including call premiums, issuance costs  and compliance 
requirements. A commonly used benchmark is achieving present-value savings of at least 3 
to 5 percent of the refunded bonds' par value, though GFOA guidance emphasizes 
evaluating each situation on its specific merits. The CPFO exam tests refunding as a 
decision-making scenario, expecting candidates to identify the relevant financial and legal 
factors rather than applying a single universal rule. 
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