Draft Minutes
State Finance Review Commission
Friday, August 30, 2024
Office of State Treasurer, C170 State Capitol Complex and
Electronic Meeting via Zoom

Members of the Commission Present:
	Marlo M. Oaks (Utah State Treasurer, Chair) 
	John Dougall (Utah State Auditor)
	Sophia DiCaro (Governor’s Office of Planning and Budget)
	Van Christensen (Director of Finance) 
Blake Wade (Governor’s Office designee from Gilmore & Bell) – Zoom 
	Cleon Butterfield (Governor’s Office designee from CFO Utah Housing)
Aaron Waite (Attorney General Office-designee) – Zoom
Jonathan Ward (Zions Public Finance)
	
Others Present:
	Kirt Slaugh (Office of State Treasurer)
	Diana Artica (Office of State Treasurer) – Zoom
	Chris Piper (Attorney General Office Assigned to SFRC) – Zoom
	Nicole Cottle (MIDA)
Laura Lewis (LRB Finance)
Randy Larsen (Gilmore & Bell)
Maria Mamaril (Piper Sandler & Co) – Zoom
Benj Becker (Piper Sandler & Co)
	Ashley Burr (MIDA) – Zoom 
	Jay Springer (Smith Hartvigsen PLCC Attorneys at Law) – Zoom 
	Mark Horne – (Horne Management Group) – Zoom 
	Charles Akerlow (Zenith Partners) – Zoom 
Matt (Zenith Partners) – Zoom
	Deeda Seed (citizen) – Zoom 
	McKayla (citizen) – Zoom
Malin Moench (citizen) – Zoom
	S. South (citizen) – Zoom 
	Steve Erickson – Zoom
	Caker – Zoom
	 
	
Meeting called to order by Treasurer Oaks at 10:00 am.

1. Prior Meeting Minutes

Meeting minutes from the May 15, 2024 were presented for discussion and approval. Ms. DiCaro made a motion to approve the minutes. Mr. Wade seconded the motion. The motion carried unanimously with all members of the Commission voting in favor with the exception of Mr. Waite who abstain from voting. 

2. Review of the MIDA PID

Ms. Cottle explained this deal is for a $43.305M Public Infrastructure District (PID) which will create a facility for injured military members, veterans, and their families that provides rehabilitative programs. Participants are referred by medical center staff at Military and Veterans Administration (VA) and private non-profit covers costs including airfare, ground transportation, lodging, meals and all activities. Regarding the project details; this bond will finance a portion of the constructions of a 63-room inn at the base of Sundance Resort, including ADA accessible rooms that will facilitate the Mountain Veterans Program (MVP) including roads, utilities and parking improvements.

Ms. Cottle further explained Utah County was invited and ratified by interlocal agreement that the revenue streams are pledge just from the Sundance project area not from any of the other MIDA project areas. The pledge of tax revenues from the project area includes: property tax allocation, accommodation tax, resort community tax, sales tax revenues and municipal energy use tax. Furthermore, there is not State guarantee, pledge, or support for this transaction.

Ms. DiCaro asked who will pay the tax. Ms. Cottle explained the property owners of the area will pay the tax. At this time there is only one property owner which is Sundance and they pay the taxes. Also, visitors to the area will pay the accommodation tax, resort communities’ tax, etc. Ms. DiCaro asked if Sundance is a for profit entity. Ms. Cottle explained Sundance is for profit but the foundation that runs the program is non-profit. The property owner has allowed the program to utilized part of their facility, the rest operates as a normal sky resort. Ms. Cottle further explained the project area if about 2,500 acres but the only developed area is about 2 acres at the base and that is where the taxes will be generated. Mr. Dougall asked about the taxes coming back. Mr. Cottle explained the new facility will be within the project area and that will generate a tax differential and of that MIDA will receive 75% and 25% will go back to the county. The 75% taxes generated by that property and comes back to MIDA is what is pledge to pay the bonds. Mr. Butterfield asked about the 75% taxes that would have gone to other projects. Ms. Cottle explained that Utah County actually invited MIDA to facilitate this project. Ms. Lewis further explained the 75% pledge is for the repayment of the debt. Mr. Christensen asked if it is only Utah County that will forgo the property tax or is there other entities such as school districts, etc. that will forgo those taxes. Ms. Cottle explained that this will work like a traditional MIDA area, the part of the new taxes generated will go to MIDA so the tax differential is what is going to pay for this project. 

Mr. Larsen made a comment regarding MIDA, UIPA and POMSLA are State land development authorities and they are created by the legislature to allow for this tool. Therefore, if you have qualified development that raises the property taxes then these entities can grab a portion of it and send it back to the economic developments. With that said, the SFRC will see these types of deals coming from the development authorities but what we need to be careful is that there is no link to the State bonds, balance sheet, annual appropriation, etc. These development authorities have to deal just within their buckets of revenue. Mr. Slaugh mentioned that it is fair to say that some of those sales taxes would have gone to the State are now forgone. Ms. Cottle explained that the State will retain its portion of sales tax, only the increase of the local portion is being pledge to pay the bonds not of the whole project area. The State will not forgo any sales taxes, as a MIDA designated area MIDA can levy additional taxes to pay for the PID and only that increment is what is being pledge to pay the bonds. 

Treasurer Oaks asked if ‘taxes collected stay the same’ means the types of taxes. Ms. Cottle explained it is the amounts or levels will be the same. Mr. Slaugh explained that there is a base year and they increased the taxes and that continues to go to the same places but anything above that is what is pledged. Those are taxes that were not there before. 

Ms. Lewis introduced the structure of the bonds. These are non-rated bonds because there is no history of the revenues being pledged. Ms. Lewis anticipates after 7-years when they show a revenue history the bonds can rate and refunded at a call date. With the revenue projections the debt has been structure to have 1.35x debt service coverage. Furthermore, there will be no additional bonds issued unless historical debt service exceeds 1.25x coverage. The bonds will be amortized over 30-years and 3-year amortized capital interest built in to allow for the construction of the facility, etc. To secure the payment of the bonds the PID has the ability to add a springing property tax 0.005 PID tax rate if there is not a sufficient tax revenue to cover the debt service payments. 

Ms. DiCaro asked for clarification of what the SFRC is being tasked to do. The meeting agenda said ‘resolution to approve…’ Mr. Slaugh clarified the SFRC does not approve the transaction. The meeting agenda was not updated in time and should have read the word ‘to review…’ Mr. Slaugh further explained this is an opportunity for everyone to understand the project but there is no requirement for approval, there will not be a motion by the SFRC to approve. Mr. Larsen further explained the issuer of the bond will be the PID to further separate this deal from MIDA’s balance sheet. Mr. Wade asked that if MIDA issues bonds the role of the SFRC is to review not to approve. Mr. Larsen explained that by statue MIDA requires this transparency because an economic development is different from State capital financing. Mr. Dougall asked for clarification as to how this is not tied back to the State’s balance sheet since the State controls MIDA and MIDA controls the PID. Mr. Larsen explained that this will be similar as to a corporation using a special purpose entity having a limited bucket of assets for revenues to issue and those will be solely paid from that bucket. Mr. Christensen explained that because the State controls a legal entity by appointing board members that essentially rolls over the State’s financial statements. Mr. Larsen explained that it could roll up and should roll up as an asset to the State but the burden or what investors look for is what is expressively limited. In fact, in bold print the documents will show that this is not debt obligation of the State of Utah or any other of its entities. 

Mr. Christensen asked about the role of the SFRC. Mr. Slaugh explained that it is to review and inform. Mr. Ward further explained this board can train, offer suggestions and recommendations as the financial experts of the State from the budgeting standpoint, reporting and financial standpoint, etc. The SFRC is the body that can help educate land authorities of impacts to the State. Procedures, methodologies, best practices; those are specifically outline in the code. 

Mr. Wade asked for clarification on the 45-days rule and if the deal is supposed to close within those 45-days. Mr. Waite clarified two points raised by the commission per code 63C-25-202. First, the SFRC may approve parameters resolutions for UTA but review and make recommendations to the entities listed in code. Second, the 45-days deadline starts after the day the commission receives the parameters resolution. 

Treasurer Oaks explained the commission will not take any action today to the extent to have recommendations. Ms. DiCaro, Mr. Christensen, Mr. Dougall and Mr. Wade stated they have no recommendations. Mr. Butterfield recommended to make a motion to eliminate the 45-days. Mr. Piper confirmed the 45-days deadline begins when the entities send their parameters resolutions to the Treasurer’s Office. Also, as a chair of the commission Treasurer Oaks may call for another meeting in the vey near future to obtain recommendations from the members. Then the commission reserves the right to make formal recommendations by vote. It also signals back to MIDA that no further recommendations were made and there will not be another meeting. Treasurer Oaks asked the commission members to submit any recommendations by next Friday to discuss to reconvene or not. Mr. Dougall asked to have the Treasurer’s Office forward the parameters resolutions as soon as it is received to allow members time to be review. Mr. Slaugh explained going forward the parameter’s resolutions will be sent as soon as received. Treasurer Oaks excused MIDA. 

3. Review of the UIPA Tooele Valley PID LTGO and PID SA

Mr. Becker explained the Tooele Valley (TV) public infrastructure district is located in unincorporated Tooele County, approximately 34 miles west of downtown Salt Lake City and is positioned next to I-80 and existing rail service lines. This PID will be monetizing tax increments as well as additional revenues to issue about $48M worth of bonds for public infrastructure for this area. Inland Port Authority created the Toole Valley project area which is coterminous with TV public infrastructure district and covers roughly 243 acres that will be developed as an industrial park consisting of 3.8mm sq ft of industrial buildings. A unique feature of TV PID is its accessibility to a main interstate and railroad. The developer is responsible for construction of horizontal public improvements and land development and developer plans to sell finished lots to vertical builders. 

Construction of the public improvements within the development commenced in May 2024. Horizontal improvements are anticipated to be completed by the end of 2025. According to the developer, the total cost of public improvements and private improvements required to serve the development is approximately $30.3M. The entire amount is planned to be financed by the district from the proceeds of the bonds. In addition, the developer has spent $6.9M of equity to finance the land acquisition. It is not anticipated that other sources of funds will be required to complete the development. Source of payments for the bonds include a mill levy of 3 mills, property increment allocation, and lot sale proceeds. 
There will be two series of bonds issued on the same day. The first set of bonds is a Limited Tax GO Bonds. The pledge revenue sources are the 3 mills levy and 79% of 75% UIPA TIF. The part amount would be $28.57M with net proceeds of $19.2M. There would be a surplus/reserve fund deposit of 10% bond par-amount, 3-years capitalized interest and 2.40x debt service coverage ratio. The second set of bonds is a Special Assessment Bond. Proceeds from lot sales will be used to clear assessments. The part amount would be $19.67M with net proceeds of $14.6M. There would be a surplus/reserve fund deposit of 10% bond par-amount, 2-years capitalized interest and a value to lien of 3 to 1.

Mr. Dougall asked what is the compellent reason the government needs to be involved. Mr. Becker explained this is a tax-exempt bond and the involvement of the government here is the tax commitment. Also, this is funding public infrastructure such as county roads, sewer systems, etc. Mr. Ward explained the in this case is the property owner and the developer are paying the property taxes to cover the costs of the infrastructure as opposed to and impact fee to the county for the impact they are creating by constructing the roads. One way or another the developer ends up paying for the public infrastructure. Mr. Dougall explained the homeowners will end up paying for the property taxes as well. Mr. Ward explained that is correct; this is going to be an industrial are so whomever is leasing out the space will cover the cost of the infrastructure that is being put in. Mr. Dougall asked again what is the reason for the government getting involved when we can let the private sector take care of this. Mr. Becker explained this area has been out there undeveloped, zoned industrial by the county for a long time and it is an intension of the legislature by creating the authorities to allow them to help area develop where it makes sense for distribution and manufacturing, warehouse and jobs in areas where is otherwise not current. Mr. Dougall stated he disagree with that.  

Mr. Becker explained that if you look at true revenue sources one of those is property tax, the other is the developer self-putting a property tax on themselves. In this scenario the developer is trying to do everything it can to monetized and bring money at front to put in this infrastructure and create a successful development but that only exist within the realm of having a PID. If they do not have a PID then they will ask the county or someone else who is an issuer of tax-exempt bond to do that. This allows the city, county, state, anyone to be completely remove from any of that issuance process. By having the developer self-putting a property tax on themselves and paid that back over a bond issuance in a 30-year period is much cheaper than typically construction financing, cheaper than going out to find private equity. There is the tax increment component and that part helps fulfill the mission of UIPA. Mr. Slaugh noted that they will be issuing in the tax-exempt market so the rates are far better. Mr. Slaugh explained that is the compellent reason to get the government involved because you get better rates. Mr. Dougall noted that this will drive the private sector into the public sector to get better financing to have the government borrow on their behalf. Mr. Ward explained that Mr. Dougall is correct. The nature of these State Land Authorities is to use these tools such as PIDs to fund infrastructure to help facilitate the private growth and development. Mr. Ward explained this board could weigh in and influence the outcome of major league baseball and hockey arenas. Will those be good State resources? Will those benefit the State or someone else? The same tools we are talking now will be used for those type of projects as well. 

Mr. Becker explained that this was done as the county’s request; they want to see this area developed and they are 100% on board with all the financing as well. Mr. Ward noted that is a government purpose as they see the value of the development and the improvement of the property and the public infrastructure that is going to be funded here. Mr. Slaugh asked if there is any recourse back to UIPA. Mr. Becker confirmed there is not recourse back to UIPA or the State. 

Mr. Butterfield asked if there is any limitation that could be sold nationwide or Utah for PIDs. Mr. Ward explained there is no limitation statutory or constitutionally here in Utah; the limitation is what the market will allow. Mr. Butterfield clarify that his point is that these are municipal bonds, for Housing Corp. they can use a lot more tax-exempt bonds but the activity is limited and these PIDs go across the nation it does affect the municipal capital market as it does take investors out. Now these bonds are unrated but when you get to the call-out and now you bring them in and rate them, now they are competitors. Mr. Becker explained when these districts are rated, they usually get at the absolute best a BBB rate so they are not competing with the cities or the State of Utah, maybe California. Mr. Ward noted that is an interesting thought because you have a trillion-dollar municipal market in the municipal bond space so this might saturate the market 
Mr. Ward recommended to submit along with the request to meeting the SFRC a questionnaire detailing the project, a summary memorandum to understand a little better to be efficient during the meetings. Mr. Christensen asked if you have a separate board that made the determination, meets the public purpose, etc. he would like to understand what is the scope of this commission. Is it the likelihood the debt would be repaid? Is there a potential impact in the State’s financial statements? Mr. Slaugh explained this commission is trying to ascertain to make sure these deals are structure so there is no recourse to the State. If there is, that would be one of the first things he would make a recommendation to because if there is a recourse back to the State you can get the rate way down but the State has a potential liability. 

Treasurer Oaks asked the commission members to submit any recommendations by next Friday to discuss to reconvene or not (similar to MIDA).

4. [bookmark: _Hlk178632564]Other Items of Business:

No other items of business to discuss.

Mr. Christensen made a motion to adjourn the meeting. Mr. Wade seconded the motion. The motion passed unanimously.

The meeting was adjourned
