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WELCOME AND INTRODUCTIONS

The Private Activity Bond Authority (PAB) Board Meeting was held in Salt Lake City, Utah, at the Department of Community and Culture and called to order at 9:03 a.m., by Gordon D. Walker, Chairman.

APPROVAL OF MINUTES

Chairman Walker requested a motion to approve the minutes of January 13, 2010.

Arthur Hunter moved and Richard Ellis seconded a motion to approve the minutes of January 13, 2010 with amendments.  The motion carried unanimously.
Page 2 – Status of Accounts, Paragraph 3 should reflect 2010 instead of 2009:

Chairman Walker stated in the HERA Account there are three projects that have not yet closed.  The projects are: Liberty Peaks, Providence Place, and Fireclay Apartments.  Liberty Peaks hopes to close by the third quarter of 2009 2010.
Page 3 – Manufacturing, Agriculture Waste Solutions, Inc. should reflect 10,000 tons of wood wastes and 30,000 tons of manure:

The manufacturing facility will process approximately 30,000 10,000 tons of wood wastes annually and cleanly convert these waste feed stocks into liquid fuel for sale to the wholesale renewable liquid fuel market, likely to be substantially distributed, marketed and used in Utah.  Fassio Egg Farm generates 10,000 30,000 tons of manure each year.

STATUS OF ACCOUNTS
Chairman Walker reviewed the Accounting Summary of the 2010 Volume Cap and HERA Funds showing a starting balance of $145,789,500, and $26,308,737, respectively.
	PAB ACCOUNTING SUMMARY


	April 14, 2010


	 

	2010 Allocation

	HERA Account


	Starting Balance

	 $    145,789,500 

	 $      26,308,737 


	 

	 

	 


	Student Loan

	 $      90,345,750 

	 


	     Unallocated Balance

	 $      90,345,750 

	 


	 

	 

	 


	Manufacturing Account 

	 $      19,853,000 

	 


	   Wellborn Holdings
	 $        7,000,000 

	 


	     Balance

	 $      12,853,000 

	 


	 

	 

	 


	Multi-Family Account

	 $      32,853,000 

	 


	     Cowboy Partners

		 $       3,500,000


	     Miller Development
	 

	 $       4,572,548

	     Balance
	 $      32,853,000 

	 $       8,072,548 


	 

	 

	 


	Exempt Facility Account

	 $        2,737,750 

	 


	     No applications

	 

	 


	     Balance
	 $        2,737,750 

	 


	 

	 

	 


	Balance - All Accounts

	 $    138,789,500 

	 $      18,236,189 



	


UHEAA UPDATE
David Feitz, Executive Director, Utah Higher Education Assistance Authority, made a presentation on how UHEAA plans to restructure their organization due to the implementation of using U.S. Treasury funds for the Federal Direct Student Loan Program beginning on July 1, 2010 by pursuing a Direct Loan Service Contract.  Chairman Walker will meet with David Feitz for further discussion.
Volume Cap Allocation Requests
Manufacturing – Wellborn Holdings Ltd.
Wellborn Holdings Ltd. has developed a unique, patented technology (Fluid Catalytic Cracking) for catalytic cracking of crude oil.  “Cracking” is applying very intense heat and pressure to lower grade oil changing the structure of the hydrocarbon, which, results in a higher quality of oil.
The company has built a 1,000 barrel-per-day limited capacity test unit in Salt Lake City that is ready to modify, re-assemble and operate.  The proposed project involves refurbishing and relocating this equipment for the demonstration of its benefit to Uintah Basin producers.

The use of the catalytic cracking will benefit producers in the Uintah Basin by converting heavy oil to more usable lighter oil for processing and easier transport.

Benefits include:

1. Increased yields at lower cost,

2. Energy Savings,

3. Reduced air omissions,

4. Cost less to build,

5. Reduction of refining costs.

John Brereton provided an overview of this project and raised the following concerns:
1. It is stated on the financing section that this is a demonstration project.  It is almost like a start-up company.

2. Needs to show some form of cash flow to service the bonds.

3. Resale value of the equipment will have very little value on the market.

4. If they default on the loan there needs to be a strong guarantee on the principal or the lenders.

5. This will be difficult to finance and the bonds must be sold and closed by the end of 2010.
The applicant stated in some ways they look like a start-up company, but they are halfway in between.  By providing this type of oil and shipping it through pipelines, this would save oil refineries significant amounts of money.  The technology is not new and the applicant is interested in moving the process to another location.  The applicant has talked with drillers in the area and they have shown interest.  There is discussion with Zions Bank regarding licensing fees; they are six to eight months from being approved.
Derek Miller with the Governor’s Office of Economic Development wanted the Board to know he is very supportive of this project.

Grant Whitaker made and Steve Rawlings seconded a motion to approve the volume cap allocation of $7,000,000 for Wellborn Holdings Ltd.  The motion carried unanimously.

Multi-Family – Cowboy Partners – Liberty Commons Apartments

Cowboy Partners is requesting a supplemental tax-exempt bond allocation of $3,510,000 for Liberty Commons.  The original application had 197 units; 97 LIHTC units and 100 market rate units.  The developer, however, added 12 units without increasing the Private Activity Bond allocation.  
Some time ago, there was a requirement that projects financed with Private Activity Bonds had to use a 20% taxable tail.  In this case, Liberty Commons was awarded $14,000,000 in volume cap and had a taxable tail of $3,500,000.  The purpose of this requirement was to provide more tax-exempt funding for more projects.  At the time, demand for PAB volume cap was at capacity including funds shifted from manufacturing to multi-family housing.  Because of the taxable tail the blended interest rate is higher than the tax-exempt rate.  The interest rate for the taxable portion is 7.22%; the tax-exempt rate is 5.59% with the blended rate at 6.0% (rounded).

John Brereton provided an overview of the additional allocation request and stated the applicant has provided numbers and is operating a low debt rate which will help the project in many ways.  Citibank is allowing the applicant to refinance the bonds and get closed within the next 45-60 days.
Steve Rawlings made and Meghan Holbrook seconded a motion approving the additional allocation request of $3,500,000 for Cowboy Partners.  The motion carried unanimously.
Multi-Family – Miller Development – Fireclay Apartments

Miller Development is requesting an additional allocation of $4,572,548 for Fireclay Apartments.  The reasons for the increase are as follows:

1. Murray City increased its fees by $1,970,000 from $730,000 to $2,700,000.  This is the largest increase in costs.  The hard costs remained almost the same with the exception of the fees and permits required by Murray City.


2. Other expenses (not construction costs) have increased.  Most notable, are the reserves for negative arbitrage, HUD Fees, and working capital.  These expenses do not qualify for tax credits.


3. The pay rate for the credits declined from $0.70/$1 per credit dollar to $0.675/$1 credit dollar.  Key Bank was the original buyer of the credits at $0.70.  As evidenced by their land loan for the property, their commitment seemed certain; furthermore, they had previously financed seven 4%/bond projects developed by Miller, but, they backed out without much warning.

4. The developer must defer $806,998, instead of $254,000.


5. In both applications, the annual credit amount exceeds $1,000,000.  The million dollar cap of annual tax credits applies to the 9% LIHTC Program because the 4% credit comes from a general Federal pool that does not impact the amount of LIHTC allocated to Utah.


6. There is no change in the operating budget.  The rents remain at 60% of Area Median Income and the expenses remain the same.  PNC has accepted the 5% vacancy rate, but that will probably require a higher operating reserve.


7. Thanks to Utah Housing Corporation, the interest rate for the bonds is 4.8% rather than 5.8% in the original application.  The lower rate allows a higher debt (tax-exempt bonds).  It is questionable whether the project could be developed without the lower interest rate.

The issues with Murray City are resolved and construction will begin on July 1, 2010.
After some discussion the additional allocation request was increased to 4,575,000.
Meghan Holbrook made and Arthur Hunter seconded a motion approving the additional allocation request of $4,575,000 for Miller Development.  The motion carried unanimously.
Volume Cap Extensions
Agriculture Waste Solutions, LLC

Agriculture Waste Solutions, LLC requested the first extension on the $10,000,000 volume cap allocation for the Waste-to-Energy Manufacturing Facility approved by the PAB Board in January 2010.

Richard Ellis made and Arthur Hunter seconded the motion to approve the first extension for $10,000,000 to Agriculture Waste Solutions, LLC.  The motion carried unanimously.
Lower’s Foods Inc.

Lower’s Foods Inc. requested the first extension on the $3,000,000 volume cap allocation for the food processing facility expansion approved by the PAB Board in January 2010.

Steve Rawlings made and Grant Whitaker seconded the motion to approve the first extension for $3,000,000 to Lower’s Foods Inc.  The motion carried unanimously.
Miller Development

Miller Development requested the second extension on the $22,000,000 volume cap allocation for the Fireclay Apartments approved by the PAB Board in October 2009.

Richard Ellis made and Steve Rawlings seconded the motion to approve the second extension for $22,000,000 to Miller Development.  The motion carried unanimously.
Wasatch Advantage Group

Wasatch Advantage Group requested the third extension on the $9,791,742 volume cap allocation for the Providence Place Apartments approved by the PAB Board in July 2009.

Meghan Holbrook made and Grant Whitaker seconded the motion to approve the third extension for $9,791,742 to Wasatch Advantage Group.  The motion carried unanimously.
Cowboy Partners, L.C.

Cowboy Partners, L.C. requested a fifth extension on the $18,450,000 volume cap allocation for the Liberty Peak Apartments approved by the PAB Board in December 2008.
Arthur Hunter made and Grant Whitaker seconded the motion to approve the fifth extension for $18,450,000 to Cowboy Partners, L.C.  The motion carried unanimously.
Other Business
Energy Star Policy for PAB Housing Projects
A formal Energy Star policy was adopted by the Board, stating all multi-housing projects funded by the Board will need to comply with Energy Star requirements.
Meghan Holbrook made and Steve Rawlings seconded a motion approving the Energy Star policy for PAB housing projects.  The motion carried unanimously.
Qualified Energy Conservation Bonds
Roxanne Graham provided an update on the $28,289,000 in volume cap the state received for Qualified Energy Conservation Bonds.
Governor’s Executive Order for Recovery Zone Bonds

Chairman Walker updated the Board on the status of the Recovery Zone Bond process.  The Governor’s Executive Order has been signed.  Roxanne has gathered information from those cities and counties that received allocations and has instituted an application process for other cities and counties in the State to apply for these funds.

Adjournment
The next regularly scheduled meeting of the Private Activity Bond Authority Board will be held on Wednesday, July 14, 2010, at 9:00 a.m., at the Department of Community and Culture, 324 S. State Street, Suite 500, Conference Room #501, Salt Lake City, Utah.  This meeting will be longer due to review of both the PAB and Recovery Zone Bonds applications.
The meeting adjourned at 10:40 a.m.
______________________
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