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WELCOME AND INTRODUCTIONS

The Private Activity Bond Authority (PAB) Board Meeting was held in Salt Lake City, Utah, at the Governor’s Office of Economic Development and called to order at 9:03 a.m., by Christopher M. Conabee, Chairman.  


APPROVAL OF MINUTES
Chairman Conabee requested a motion to approve the minutes from the April 9, 2013, Board Meeting.
Kyle Kershaw moved and Wayne Parker seconded a motion to approve the minutes of April 9, 2013.  The motion carried unanimously.


STATUS OF ACCOUNTS


Roxanne Graham reviewed the revised Accounting Summary Sheets for both the April and July 2013 Board Meetings, due to new information received earlier this month. (See explanation below.) 
[image: image6.jpg]PAB ACCOUNTING SUMMARY
July 10, 2013

Amended July 8, 2013**

2013 Allocation

2012 MF CF*

Starting Balance - All Accounts

$ 146,827,500

$

61,000,000

Student Loan Account

$

96,318,750

No Applications

Transfer Balances from Small Issue Account ($47,590,000) &
Exempt Facilities ($2,918,750) to Pool Account on July 1.

Pool Account Balance

50,508,750

Pool Account is split with a minimum of 50% to Small Issue -
Manufacturing Account.

Manufacturing Account

25,254,375

No Applications

Remaining amount stays in Pool Account.

Remaining Pool Acct Balance

25,254,375

Multi-Family Applications

ECO Loft Apartments

5,000,000

Balance Pool Account

@

20,254,375

2012 MF CF Account

Applications

Cove at Pleasant View

9,000,000

Greyhawk Townhomes

11,500,000

Applications Total

20,500,000

Balance 2012 MF CF Account

40,500,000

Balance Total 2013 Allocation

$ 141,827,500

* Developer must use UHC as the issuer to use this cap.

**The 2012 MF CF Starting Balance was amended, due to a change in the
allocation amount for Liberty Center from the April Board Meeting.




[image: image7.jpg]PAB ACCOUNTING SUMMARY

April 9, 2013

Amended July 8, 2013, per changes noted below.

2013 Allocation

2012 MF CF*

Starting Balance $ 145,787,500 | $ 75,000,000
Student Loan $ 96,318,750
No applications
Manufacturing Account $ 33,025,000
No Applications
Multi-Family Account $ 13,525,000
Unused Cap - Liberty Village | $ 1,040,000
Balance $ 14,565,000
Multi-Family Applications
Liberty Center**/*** $ 14,000,000
Balance $ 61,000,000
Exempt Facility Account $ 2,918,750
No applications
Balance - All Accounts $ 146,827,500 | $ 61,000,000

* Developer must use UHC as the issuer to use this cap.

** Liberty Center Applicant decided 06/13 to use UHC as their issuer.
Project amount was taken from the 2012 MF CF Account and not the

2013 MF Account.

*** Liberty Center Applicant changed amount of volume cap request

due to a forced size reduction of the project.








	

	

	
	
	

	
	
	

	
	
	

	

	
	
	

	
	
	

	
	
	

	
	
	




	

	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Liberty Center Application – New Information

When Cowboy Partners submitted the Liberty Center application for funding approval at the April Board Meeting, no decision had been made as to who the issuer would be; therefore, it was not known at that time whether the volume cap allocation would come from the 2013 Multi-Family Account or the 2012 CarryForward Account.  The decision was made in June to use Utah Housing Corporation (UHC) as the issuer; therefore, the project’s cap would be allocated from the 2012 CarryForward Account.  (This cap was awarded to UHC in the December 2012, Board Meeting, at which time they requested $75M from the total award be earmarked for 2013 Multi-Family housing projects if they were chosen as the bond issuer.) 
In early July, Cowboy Partners received word that they would not be able to purchase the additional parcels of land from private owners for developing the 175-unit Liberty Center Apartments as original submitted in April; therefore, the project had to be downsized to 148 units, reducing their volume cap request from $19,200,000 to $14,000,000.  
Volume Cap Discussion

Lee Gardner asked if there was a possibility of losing any CarryForward cap from past years.  Grant Whitaker addressed this issue recounting UHC’s efforts not to lose any CarryForward cap that would have expired at the end of 2012 by converting a substantial amount of cap into their new Mortgage Credit Certificate Program, a new program for Utah.  This program will use a different type of transaction using a tax-exempt Ginnie Mae type of security standing behind the bonds.  UHC is anticipating the first transaction for this Program will take place around August 1, which will also be the first one done in the country.  It is still uncertain, at this point, whether this Program will be attractive to lenders.  Some FHA’s are finding it attractive, but others have not.
Kyle Kershaw asked if this new Program does not have a high demand, can the CarryForward cap be converted back.  Grant replied that once the election is made it cannot be changed.  At the time it was made, this was the only viable option without definitely losing the expiring cap.  If there is little or no interest in the Program, it is possible that some of that cap will be lost.











VOLUME CAP ALLOCATION REQUESTS

Multi-Family Housing 

The Cove at Pleasant View Apartments



























Westates requested a $9,000,000 volume cap allocation from the 2012 CarryForward Account for The Cove at Pleasant View Apartments, located in Pleasant View, Utah.  
This multi-family development has 128 units, which is small compared to other bond projects; however this is like a mixed residential project, since currently there are 55 condominiums on site, which are all sold, attesting to the excellent location.  The project will be 100% affordable with rents at 60% Area Median Income (AMI).  The apartments will be quite large, with 108 of the units being either 2- or 3-bedroom/2-bathroom suggesting the target market is families.  The units are about 20% larger than the average apartment size in Weber County.  The project will also offer a competitive amenity package, which is uncommon, given the relatively small size of the project. 
John Brereton reviewed the project for the Board adding the following information:
Ogden Rental Market
· Ogden’s market has a higher vacancy rate and lower rents than the other Wasatch Counties due to older apartment inventory and less development than the other three counties; however, the percentage of apartments offering concessions dropped in 2012, which is a healthy sign.  
· Migration has started to increase and new residents are attracted to the county’s improving job market.
· Rents at the proposed project can command higher rents, but the difference between the market prices will assure a quick absorption. 
· The lack of new multi-family construction is another quick absorption factor.  Weber County only authorized construction of 91 multi-family units in 2012, which accounted for just 13% of the County’s total construction. 
Project Costs
· Site costs seem high, while other costs like architect and engineering fees, doors and windows, and wood seem very low.  Overall, the development and building costs are reasonable and the developer is confident he can build the project at this cost since this design has been built before.
· There was no contingency, which will be required.

· None of the construction costs were detailed, which will need to be rectified before the application can be submitted to Utah Housing Corporation for the allocation of tax credits.
· Operating expenses are much higher than most other projects.

· Other “General Expenses” need to be defined per the State’s Qualified Allocation Plan (QAP).

· Finance costs, both interim and permanent, competes with much larger projects.
· Cost Certification will determine the amount of tax credits the project is eligible for, which may change the amount of volume cap needed for the project.
Staff recommended approval of the project if the information on the items listed below is received: 

· Specification of construction costs.

· Review of operating expenses and reserves.

· Inclusion of energy rebates. 

The applicant made a presentation to the Board showing architectural drawings of their project and clarifying information on the construction and financing costs.  They also informed the Board that they have already met with the Regional HUD Office in Denver and received tentative approval of their project for financing, contingent upon receiving volume cap and tax credit funding.
Lee Gardner moved and Michael Jensen seconded a motion to approve the $9,000,000 volume cap allocation from the 2012 CarryForward Account to The Cove at Pleasant View Apartments.  The motion carried unanimously.
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Greyhawk Townhomes

Westates requested a $11,500,000 volume cap allocation from the 2012 CarryForward Account for Greyhawk Townhomes, located in Layton, Utah.  

Greyhawk is a mixed-income project with 114 units in 23 buildings having both affordable and market-rate apartments.  The affordable component is 51 units at 60% AMI for 45% of the total 114 apartments.  The other 68 apartments are market-rate with no income or rent restrictions.  The units are two stories high, with a patio and garage.
The apartment vacancy rate for Davis County is 6.6% and 8% for the City of Layton.  These rates are the highest of the Wasatch Counties; however, the market study submitted by the applicant indicates the market is stronger than indicated here.  
Construction and Financing Costs

· The construction costs were not itemized by category.  This must be completed before the application is forwarded to Utah Housing Corporation for consideration of the tax credit allocation.

· Costs on the high side were:  land, site costs (due to the number of buildings, unit type, and rear load garage) direct costs, operating expenses, payroll, financing fees (expected with this type of development) and reserves costs.  
· Costs on the low side were:  developer and contractor fees, management fee, soft costs and syndication costs.
· Architect and Engineering fees were very reasonable.

· There was no contingency.  If included in the direct costs it will rise.
· Townhomes are expensive to build and hard to compare to other types of projects; even so, questions are raised as to the cost of this project.
· Payroll and “Other General Expenses” need to be itemized before the application is reviewed by UHC.
Staff recommends approval upon:

· Receipt of a revised application, completed in detail itemizing all expenses, especially the “Housing Credit Detailed Construction Cost Breakdown” Section.

· Applicant addressing all concerns raised from this review.

The applicant made a presentation to the Board showing architectural drawings of their project and clarifying information on the construction and financing costs.  They also informed the Board that they have already met with the Regional HUD Office in Denver and received tentative approval of their project for financing, contingent upon receiving volume cap and tax credit funding.  They are in the process of drawing up the plans along with the finalizing and verifying project costs.
Questions raised by the Board to the applicant were as follows:

· Was the concept for the townhomes limited by the City’s approval of density or would they have gone with a greater density and different project design?  Answer:  The City limited the density, hence the project design.
· A request was made to explain this particular financial arrangement, with regards to how the bonds will be cash collateralized and only be outstanding until the project is placed in service at which time they will be redeemed – a period of only 18-24 months.  Answer:  Going through HUD:  1) gives a lower fixed interest rate on both the bonds and the permanent mortgage; and 2) enables the applicant to combine the construction and permanent financing into one mortgage; however, tax-exempt bonds have to be used and issued.  Using TE bonds then gives the developer the benefit of receiving 4% tax credits.  For this particular project the tax credits will help offset the rent loss on the affordable units compared to the market-rate units.
John Crandall moved and Lee Gardner seconded a motion to approve the $11,500,000 volume cap allocation from the 2012 CarryForward Account to Greyhawk Townhomes.  The motion carried unanimously.
ECO Loft Apartments
The Housing Authority of Salt Lake City requested a $5,000,000 volume cap allocation from the Multi-Family Account for the ECO Loft Apartments, located in Salt Lake City, Utah.  ECO Apartments will be a mixed-income, mixed-use, Transit Oriented Development (TOD).  The project qualifies as a TOD because its’ location is one-half block to a TRAX station.  The property is owned by the Salt Lake City Redevelopment Agency.
The project will be a six-story, single building with 72 units; 36 affordable (60% AMI) and 36 market-rate units.  It will also have 2,000SF of commercial space.  The unit mix of 57 one-bedroom apartments, 5 studios and 10 two-bedroom apartments is characteristic of a TOD.  

The apartment market is Salt Lake City has fully recovered considering the following:

· Net migration continues to improve, which generates demand.

· The county’s unemployment rate for 2012 is 5.2% and projected to drop to 4.6% by year-end 2013.  
· The rate of new job formation is 3.4% for the county, compared to 3.2% for the state average.

· The average rent in the county is almost $100/month higher than the city.  The city has an older inventory which lowers the average.  All of the recently built projects like ECO have waiting lists attesting to the strong demand.

Construction and Financing Costs
· Land cost is less per unit than most other projects.

· The six-story, single, vertical building development is expensive to build. 

· The contingency, rent-up reserves and operating deficit reserves seem typical.

· Low Costs are:  Architect and Engineering Fees, “Other income” and interim and permanent financing. 
· High Costs are:  Operating expenses.
· Other Concerns:  interest rate on the bonds is high; closer to a commercial rate than a tax-exempt rate.
There are a lot of pluses for this development, namely:

· Location is great.

· Transit Oriented Development (TOD).
· Building will be LEED Silver certified.
· Developer is an experienced developer and manager of properties.

· Excellent pricing for the tax credits.
· The developer is giving up the fee.  Recapturing the fee at the current dollar rate is 20 years.

· Land contribution by developer.

· Return based on cash flow/unit is over $50,000 a year.  

The following issues need to be considered by the developer:

· Financing this small project with bonds, which is difficult to do.

· Financing Fees are low.
Staff recommends approval of the project.   
The applicant made a presentation to the Board showing architectural drawings of their project.  They also informed the Board due to the small size of this project, being difficult and expensive to finance with bonds, they will be submitting an application to obtain 9% tax credits; however, they will not know until December if they are approved for funding.  If they are approved, they will relinquish their volume cap allocation.  If not approved, they will be prepared to close on the bonds by the end of the year.  
John Crandall moved and Grant Whitaker seconded a motion to approve the $5,000,000 volume cap allocation from the Pool Account to ECO Loft Apartments.  The motion carried unanimously.
VOLUME CAP ALLOCATION EXTENSION REQUESTS

Single Family Account – Utah Housing Corporation

Utah Housing Corporation (UHC) requested a second extension on the $122,587,500 total volume cap allocation from the Single Family Account.

Cleon Butterfield added to the information provided previously by Grant Whitaker on the Single Family Account:
· The Single Family Program has been very active for the last 12 months doing over $512M in loans for first time homebuyers.  
· The bond volume cap received is a very valuable resource for their program.  
· UHC has worked with their bankers over the last 18 months on the new Mortgage Credit Certificate Program, using a tax-exempt Ginnie Mae type of security standing behind the bonds.  As interest rates go up, they hope this will be a successful program that first-time homebuyers will be able to utilize.
Lee Gardner moved and John Crandall seconded a motion to approve the second extension on the $122,587,500 total volume cap allocation from the Single Family Account to Utah Housing Corporation.  The motion carried unanimously.

Multi-Family Housing

Canyon Crossing at Riverwalk

Housing Plus requested a second extension on the $21,000,000 volume cap allocation for the Canyon Crossing at Riverwalk project located in Midvale, Utah.  

Mark Cohen gave the following update to the Board on the development’s progress:
· They are expecting a firm commitment from HUD within the next week, will then lock-in interest rates and get a closing package within 30 days.  
· Their interest rate when first talking with HUD was 3.75%.  Since then it has gone up to 5.05%.  If they lock-in at that rate they may need to drop their volume cap request from $21M to $18M.  If rates continue to climb before they can lock-in and close, they may have to relinquish their volume cap allocation, redesign the project and then reapply next spring for an allocation.  They are committed to building this project, but it may be delayed until next year.  
Michael Jensen moved and Lee Gardner seconded a motion to approve the second extension on the $21,000,000 total volume cap allocation to Housing Plus for the Canyon Crossing at Riverwalk Apartments.  The motion carried unanimously.

Liberty Center Apartments
Cowboy Partners requested a first extension on the $19,200,000 volume cap allocation for the Liberty Center Apartments located in Provo, Utah.
Dave Miner updated the Board on the latest developments of the project:
· Per the discussion that took place under the financial summary item, Cowboy Partners was not able to purchase the additional parcels of land from private owners surrounding the project area to develop the originally planned size of 175 units as submitted in April; therefore, the project had to be downsized to 148 units.  Due to this change they are reducing their volume cap request from $19,200,000 to $14,000,000.  
· A new application reflecting the changes in the dollar amount and project size will be submitted to Staff.
Wayne Parker moved and Lee Gardner seconded a motion to approve the reduction of the total volume cap allocation from $19,200,000 to $14,000,000 and the first extension to Cowboy Partners for the Liberty Center Apartments.  The motion carried unanimously.
PAB GRAMA REQUEST POLICY

Board Members were given an Interim PAB GRAMA Request Policy at the April Board Meeting.  The policy presented recommendations relating to the confidential information contained in applications submitted for volume cap allocation requests that needs to be protected from GRAMA requests.  Board Members were asked to review the policy and send any comments or recommendations to Roxanne before the July Board Meeting.  No comments were received.
John Crandall inquired from the cities and counties standpoint if this policy is similar to what they use in their organizations.  Wayne Parker responded that their city’s policy is very similar to this one.  It is almost identical in the language used when they deal with business confidentially issues when dealing with developers or potential property managers.  They ask the confidentially requests be submitted to the city before any documents are submitted to them. 
Chairman Conabee asked for a motion to approve the PAB GRAMA Request Policy.

Grant Whitaker moved and John Crandall seconded a motion to approve the Private Activity Bond Authority Board GRAMA Request Policy.  The motion carried unanimously.
OTHER BUSINESS AND ADJOURNMENT

Extension Request Information
John Crandall requested the following items be added to the Board Meeting packet when a developer submits an extension request on a project:
· Very short recap of the project.

· Names of the Board Members making the original motion to approve funding for the project.
Names of the Board Members in attendance at the meeting when the project funding was approved.
PAB 101 Financing
John Crandall made a request for a better understanding of the different multi-family financing techniques, recognizing the number of new members on the Board and the current market conditions.  He suggested John Brereton make a short presentation to include:  1) explaining the different methods for financing a multi-family development; 2) how tax credits are used in financing a development showing a traditional 4% and 9% tax credit deal; and 3) historically how PAB deals have been financed and how they are being financed in today’s market. 
Student Loan Account

Chairman Conabee explained the situation regarding the Student Loan Account, e.g., the percentage of the State’s total volume cap, the amount of allocation and that the issuer of this account, The Utah State Board of Regents, has not been able to issue any student loans as of two years ago, since this authority was pushed back to the Federal level as part of the Health Reform Act; however, 33% of the State’s total volume cap is still, by statute, being allocated to this account.  Legislatively, a change needs to be made in order to make this portion of the cap available for other purposes.  Chris would like to form a subcommittee with John, Grant and any other Board Members who would like to participate, to formulate three options to be presented to the Board.  The final recommendation(s) from the Board will be forwarded to the Governor for his approval before going to the Legislature next year. 
Adjournment
Chairman Conabee thanked the Board for their time, efforts and participation in the meeting.  In particular, he thanked Lee Gardner for his many years of service on the Board.  Lee has resigned his position to accept a mission call.
Dennis Yarrington, Davis County
’s Assessor has been nominated as Lee’s replacement, but is still awaiting Senate confirmation.


The next Private Activity Bond Authority Board Meeting is scheduled for Wednesday, October 9, 2013, at 9:00 a.m.  
The meeting adjourned at 10:24 a.m.
_____________________

Submitted by:

Roxanne C. Graham
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[image: image13.jpg]Allotment Account Percentage Dollar Amount
Single Family 42% $122,587,500
Student Loan 33% $ 96,318,750
Small Issue Account 24% $ 70,050,000
Multi-Family 12% $35,025,000
Manufacturing 12% $35,025,000
Exempt Facilities 1% $ 2,918,750
Totals 100% $291,875,000



