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SALT LAKE COUNTY
Debt Review Committee

__________________________________________________________________________

Debt Review Committee Meeting – MINUTES (approved)

Wednesday, September 27, 2017, 2:00 pm - Auditor’s Office Conference Room N3-300
Salt Lake County Government Center
2001 South State Street, Salt Lake City, Utah 84190

ATTENDEES

Committee Members Present:
Cherylann Johnson (Auditor), acting chairman
Darrin Casper (Mayor’s Finance), member
Jason Rose (County Council), member
Javaid Majid (Mayor’s Finance), member
Jon Bronson (Zion’s Bank), ex-officio member
K. Wayne Cushing (Treasurer), member
Ralph Chamness (District Attorney), member
Committee Members Absent:
David Delquadro (County Council), member
Scott Tingley (Auditor), chairman

Other Attendees:
Brad Walker (B of A/Merrill Lynch)
Craig Wangsgard (District Attorney)
Eric Pehrson (Zion’s Bank)
Jana Ostler (Auditor)
Marcus Keller (Zion’s Bank)
Randy Larsen (Gilmore Bell)
Rod Kitchens (Mayor’s Finance)
Ryan Bjerke (Chapman and Cutler)
Shanell Beecher (Mayor’s Finance)
Steve Barnes (District Attorney)

AGENDA

Cherylann Johnson called the meeting to order at 2:03pm.
1. Public Comment
No public comment.

2. Approval of minutes – August 17, 2017 meeting

Jon Bronson identified a typo in the minutes. Wayne Cushing moved to approve the minutes with the
correction, Javaid Majid seconded the motion, and all voted in favor.
Mr. Bronson made a comment on some information in the minutes that was accurate at the time of the
meeting, but has now changed. In the August 17 meeting, Mr. Bronson stated that the escrow would likely
be more efficient if we could invest in SLUGS. At that time, the SLUGS window was closed, but Mr. Bronson
has since run the numbers both with SLUGS and open market securities, and found that more savings would
be possible on the open market. Mr. Bronson also pointed out that there is a degree of risk using open
market securities because of a 20-minute window during which the market could shift out of the County’s
favor. At this point, Mr. Bronson still recommends using open market securities, and Brad Walker agrees.

3. Approval of minutes – August 30, 2017 meeting

Approval of these minutes was tabled until the next meeting.

4. Approval of minutes – September 6, 2017 meeting

Wayne Cushing moved to approve the September 6, 2017 minutes, Jason Rose seconded the motion, and all
were in favor, with one abstention from Darrin Casper who was not present at the September meeting.
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5. Due Diligence Review of Excise Tax Road Revenue Refunding Bonds

Discussion on item 5 of the agenda was postponed until after the financial advisor update in item 6. The
minutes for each item appear in the order of the original agenda.
Jon Bronson passed out a sub agenda for the Due Diligence review (attached below) and introduced the team
members for this bond issue (agenda item 1). Brad Walker from Bank of America Merrill Lynch has been hired
to underwrite the Excise Tax Road Revenue Refunding Bonds, Ryan Bjerke from Chapman and Cutler is Bond
Counsel and Disclosure Counsel, Randy Larsen from Gilmore Bell is sitting in for Brad Patterson, who serves as
Underwriter Counsel. Item 2 on the agenda was market update, which was covered previously in this
meeting. These bonds will be rated by 2 rating agencies, Fitch and S&P. Mr. Bronson and Mr. Walker do not
feel that a rating from Moody’s is necessary (item 3). Mr. Bronson reviewed the calendar as it is outlined on
the sub-agenda (item 4), and no significant changes were discussed. For sub-agenda item 5 Mr. Bronson
reviewed the structure of the bond issue. Mr. Bronson distributed a report (attached below) with new
numbers based on the latest available information, but not provided or vetted by Brad Walker. Page 9 of the
report shows an estimated Net Present Value Benefit of $1,713,303.02 or 7.163% savings to the County by
refunding these bonds. The call provisions for these bonds are blank and will need to be discussed. Mr.
Walker stated that their proposal is based on an assumed 10-year par call, but if the County would like to look
at other more creative options, they could consider that. Jon Bronson reiterated on item 5j that there is a
slight risk of rates changing for the worse in the 20-minute window that happens with open market securities.
Others in the meeting have never seen a problem, but Mr. Bronson has seen one case where the 20-minute
window created a situation where the SLUGS would have been better.
Eric Pehrson directed item 6 on the sub-agenda – review of the Preliminary Official Statement (POS). Mr.
Pehrson reminded committee members to participate in the General Obligation refunding bonds sale taking
place next week. Mr. Pehrson reiterated that much of the content of the POS is the same as for previously
issued bonds, with changes pertaining to the current bond issue and with updated financial information. Jon
Bronson reminded the committee that the original bonds have 2 revenue streams, one being the uniform fee
from motor vehicle registrations (an unsubordinated pledge). Eric Pehrson reviewed noteworthy changes and
differences in this POS. On page 7, Brad Walker suggested that any specific numbers that are not yet known,
be removed from the sources and uses section of the document. On page 9, call dates are still blank, and Jon
Bronson requested that he and Brad Walker be given discretion about the call dates, hoping to allow for a
shorter than 10-year call date if feasible. The table on page 14 includes numbers that are different from
numbers given to Brad Walker in a previous meeting. Mr. Bronson advised that the numbers in the POS be
used until the source of the discrepancy is found, since the POS numbers are more conservative and more
likely to be accurate. In a discussion of the pledged funds and coverage for these bonds on pages 16 and 17,
Darrin Casper asserted that it is the combination of the unsubordinated pledge, which is 2.5 times coverage,
and the additional bonds test, which essentially makes it impossible to issue more debt, that makes these
bonds so safe. Page 20 shows a projected debt service coverage schedule, illustrating the excellent coverage
for these bonds. Brad Walker typically does not like to see debt service schedules in a POS because accurate
information is not available prior to the sale. Mr. Bronson pointed out that showing the projected coverage
assures a buyer that the debt service coverage is uniform and not “crazy.” Mr. Walker concurred and added
that the real danger comes if a debt service schedule with rates at 10% is included in the POS, indicating to an
investor that a high rate is expected. Mr. Walker acknowledges that in this case, that is not an issue.
Page 40 lists possible future debt to be incurred by the County. Darrin Casper indicated that the amount for
library construction bonds should be $60 million. The second tranche of the 2016 bond election general
obligation bonds will likely be issued in 2019. Page 67 includes new language submitted by Bank of America
Merrill Lynch in the underwriter section. Mr. Walker indicated that it is not very different from what was
already there. Mr. Bronson asked about the discrepancy in Bank of America’s name. Mr. Walker explained
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that Bank of America Merrill Lynch is the marketing or branding name, but Merrill Lynch, Pierce, Fenner &
Smith Incorporated is their broker/dealer name, but they refer to the same company.
Item 7 on the sub-agenda – due diligence questions by Gilmore Bell – was directed by Randy Larson. Darrin
Casper answered most questions satisfactorily and little discussion was needed, with a few exceptions. A few
highlighted questions and answers follow. What were the County’s 2016 financial results? Darrin Casper
indicated that the financial well-being of the County was enhanced in 2016 and revenues are exceeding
projections for 2017 as well. Describe the County’s dependency on federal grants. Mr. Casper explained that
the County’s dependency is limited and that currently Operation Rio Grande is funded in part by Medicaid,
but as with other grand funded projects, if federal revenue stops, the spending stops. Does the POS fairly and
accurately describe the County’s pension plan and OPEB and their funding status? Darrin Casper answered,
yes, although OPEB is under existing County rules and total liability will be stated next year. There will be
about a $60 million increase in the liability, so it’s not material, but it will go from $45 million to $99 million
because of the difference in how it is stated. What are the County’s top three challenges for the next five
years? Darrin Casper answered saying that the County’s top challenges are; criminal justice in general and
compensation compression. Neither issue is material in the grand scheme of things, but they do become
budget issues. There are no other material issues or concerns facing the County that have not been disclosed
properly. Mr. Walker thanked the Committee for taking the time to answer the questions and ensure that
due diligence is done to protect investors. He also added that the Trump tax proposal has affected the
market upward. The MMD in the years that the County cares about for these bonds is +6 today.

6. Financial Advisor Update

Jon Bronson distributed the Municipal Market Outlook (attached below) and notified the committee that the
Fed did not raise interest rates last week, but most of the board of governors indicated that they would raise
rates before the end of the year. The Fed also announced that they will begin to unwind their quantitative
easing, tapering down their holdings by $10 billion a month then increasing to $20 billion a month to reach
the goal of $3 trillion in holdings by 2020. The market did not respond much to this news. J.P. Morgan
continues to predict rate increases by the end of the year. Citi’s economic outlook mentions concerns over
tax reform, effects of financial disasters, and geopolitical tensions. Brad Walker agreed that North Korea is an
issue to watch, but the market hasn’t been affected much yet. SLC just did a competitive sale on September
26 which will be used as a comparable sale for this issue. In general, the market is good, volume is increasing,
and MUNIS have performed well this year.

7. Other

No other business.

8. Adjourn
Ralph Chamness moved to adjourn the meeting, Jason Rose seconded the motion, and all were in favor.
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