Approved Minutes
State Finance Review Commission
Thursday, December 5, 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) – Zoom 
	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)
	Perri Babalis (Attorney General Office-designee) – Zoom
Jonathan Ward (Zions Public Finance)
	
Others Present:
	Kirt Slaugh (Office of State Treasurer)
	Diana Artica (Office of State Treasurer) 
	Japheth McGee (Zions Public Finance)
	Brook McCarrick (Attorney General Office Assigned to SFRC) – Zoom
	Ryan Bjerke (Chapman and Cutler LLP) – Zoom 
	Sam Braegger (Utah Lake Authority – Deputy Director) – Zoom 
	Luke Peterson (Utah Lake Authority – Executive Director) – Zoom 
	
Meeting called to order by Treasurer Oaks at 2:00 pm.

1. Prior Meeting Minutes

Meeting minutes from the October 28, 2024 were presented for discussion and approval. Mr. Butterfield made motion to approve the minutes. Mr. Wade seconded the motion. The motion carried unanimously with all members of the Commission voting in favor. 

2. Discussion of Utah Lake Authority’s upcoming financial transaction

Mr. McGee expressed his satisfaction in being able to provide a recap of the previous discussion. He noted that the parameters resolution, which should have been sent to everyone on the commission, was a key point to revisit. He explained that the Utah Lake Authority had met two weeks ago and adopted the parameters resolution, setting a limit of $6,000,000 in general revenue bonds. This decision included authority for the Authority to enter into a master venture agreement, with supporting exhibits forwarded to the commission.

He highlighted that the language in the resolution is fairly standard, allowing the executive director, chair, or vice chair of the board the flexibility to act within the established parameters. The project at hand involves acquiring a lease, which is of a sensitive nature, and a letter of intent to acquire the lease is expected later in the week. Due to the sensitive nature of the matter, Mr. McGee indicated that discussions have been limited, but noted that the option for a closed session was available if necessary.

The Utah Lake Authority is planning to borrow between $5 million and $5.5 million, depending on the specific needs of the project. This would result in an average debt service between $200,000 and $300,000, potentially reaching up to $564,000 if the borrowing limit is extended to $6 million. He pointed out that the key concern raised in the previous meeting was the source of the revenues that would support this debt.

Mr. McGee clarified that the revenues being pledged in the general revenue pledge are annually appropriated by the state legislature. He emphasized that these revenues have strong coverage, being free and clear in the Utah Lake Authority's budget. He explained that the acquisition would further the Authority's mission around the lake, supporting conservation projects, land management, and addressing various issues in the area.

He then provided a high-level overview of the discussion, offering to go into more detail on the proposed financing. Mr. McGee indicated that a direct placement type of financing would likely be considered. He concluded by stating that, unless more specifics on the lease acquisition were needed, the next step could involve a closed session for further discussion on that matter.

Mr. Ward raised two questions, directed to Mr. Bjerke, regarding the master indenture. He noted that there appears to be a blank in the current version of the indenture under the definition of revenues. Mr. Ward asked if the intention was for the appropriations to be filled in as the pledged revenues, with the special revenues, as defined in the indenture, coming from the operations of this project and any future projects the authority may choose to enter into. He sought clarification on whether that was the intended approach.

Mr. Bjerke explained that the blank space was left in the indenture because they wanted to reevaluate the revenue sources. He noted that the authority has about four different revenue sources, not just the appropriations, and they need to determine which ones are not tied to specific purposes. This would require further discussions with the authority.

He clarified that the goal is to structure the arrangement similarly to how the University of Utah recently handled its bond issue, where they pledged all of their revenues to the bonds going forward, without separating the streams. The special revenue would be designated for future projects, and if any of those projects are revenue-generating, they could be pledged and included under the indenture. However, for the current project, the plan is for the pledge of general revenues to cover it.

Mr. Ward raised a concern from the previous discussion about whether the legal pledge isolates the authority to its own financing, or if pledging the state's revenue alongside the authority's pledge somehow creates an obligation for the State to repay the debt if the authority is unable to do so. He acknowledged that the legal answer might differ from the political one. Mr. Ward then asked Mr. Bjerke, Mr. McGee, or Mr. Peterson to address the issue, specifically whether there had been further consideration regarding whether the revenue pledge could, in any way, legally extend to the State and put it at risk.

Mr. Bjerke indicated that he had not previously heard that concern. However, acknowledging the issue, he suggested that, in light of it, the approach to defining the revenues might need adjustment. Instead of specifically spelling out each revenue source, he proposed framing it more broadly, using a general fund principle rather than explicitly referencing appropriations. This, he believed, would provide the State with greater comfort and avoid any implication that the State could be held responsible. He reassured the group that, under the statutory provisions, there is no clawback to the State or any obligation tied to the State. He also pointed out that language addressing this has already been included in the resolution and master indenture, ensuring there is no claim back to the State.

Mr. Wade sked what other revenue sources the Utah Lake Authority has. Mr. Braegger explained that the majority of the Utah Lake Authority's revenue comes from the state appropriation, with additional anticipated revenues from new property. He mentioned that there are also two or three other smaller revenue sources that could be pledged, such as basic sales tax revenue, a variety of grants the Authority applies for, and contracted dollars through the Department of Forestry, Fire, and State Lands. These funds come from state appropriations assigned to Utah Lake, which the Authority helps facilitate. Mr. McGee noted that these were the primary sources the group had identified. Additionally, he highlighted that sponsorships contribute another small portion to the budget. However, he emphasized that the vast majority of the budget comes from the ongoing state appropriation. 

Mr. Dougall asked how much cash flow the Utah Lake Authority would have if the legislature suddenly decided to stop appropriating any money, either directly or indirectly, to the Authority. He also asked for clarification on whether there is absolutely no obligation for the state in this situation.

Mr. Bjerke clarified that the documents state there is no obligation for the State and no recourse to require the State to take any action. He assured that they would ensure this is reinforced even further in response to the concerns raised.

Mr. Wade inquired whether there was any anticipation of a mortgage on the property. Mr. Peterson confirmed that would not be the case. Ms. DiCaro asked if there are enough other funding sources to cover the required amount, inquiring whether the Utah Lake Authority has between $300,000 and $564,000 in revenue from non-general fund appropriations from the legislature. Mr. Peterson confirmed that would not be the case. Mr. Peterson further explained that HB 335, which was passed by the legislature during the current session, has effectively positioned the Utah Lake Authority to operate in a separate sphere, where it is treated more as a contractor. He emphasized that, based on this, he does not believe the state would be obligated in any way.

Mr. McGee explained that the Utah Lake Authority has staff and has been receiving this ongoing appropriation for several years. He noted that potential purchasers would evaluate whether taking on this responsibility is a risk they are willing to accept. However, he emphasized that, ultimately, it is a credit issue for those purchasing the debt, rather than a concern for the State. He reiterated that the State's obligation is not at risk, as there is no requirement to continue appropriating funds. Instead, it becomes a matter for the purchaser to consider.

Ms. DiCaro expressed concern about how the situation works if the entity is legally obligated to repay the debt but lacks sufficient revenue to do so, especially if they are not using appropriations. She wondered how, in the absence of enough non-state funds (between $300,000 and $500,000), the state wouldn't ultimately be tied to the repayment. She suggested that it might be helpful to go into a closed session to learn more about the project and better understand its revenue potential. Ultimately, she was confused about how the arrangement wouldn't leave the state responsible for repayment in the event the entity cannot pay.

3. Closed Session

Mr. Wade made a motion to go into a closed session. Ms. DiCaro seconded the motion. The motion passed unanimously with Treasurer Oaks, Mr. Dougall, Ms. DiCaro, Ms. Babalis, Mr. Butterfield, Mr. Christensen and Mr. Wade voting in favor. 

The Commission then decided to enter into closed session to hold a discussion related to a real estate transaction pursuant to §52-4-203(1)(d).

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

There were no other items of business to discuss; however, the following comments were made for the record:

Mr. Ward explained that, in his mind, they had legally established a separation from the State. He noted that, from an accounting standpoint, the Utah Lake Authority is considered a component unit of the State, but such units do not affect the State's rating from a debt perspective. He believed that this provided protection from a rating standpoint. From a precedent perspective, he pointed out that for any land authority that is a component unit of the State, the same questions should be asked: legally, is there a separation? Is there any clawback? 

He further asked if there is a reputational or political connection to the State that might cause the State to feel obligated to pay, and, if so, what resources, aside from the appropriation, are available to make payments and offset any indirect commitment. Mr. Ward concluded that, based on what they learned in the closed session, there seem to be options that, in his view, help mitigate the reliance or dependence on the State for future revenues.

Ms. DiCaro expressed a desire to make a recommendation, suggesting that the debt payments should be covered by non-state appropriations, if possible. Mr. Bjerke provided a clarification, noting that another recommendation from the prior meeting was to ensure that the documents clearly clarify the separation between the authority and the state. He assured that they would double-check and review the documents to ensure there is clear language in place that reinforces this separation and prevents any ambiguity.

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

The meeting was adjourned
