BOARD OF EXAMINERS MEETING
April 7, 2020


1.  A.  Call to Order and Confirmation of Attendance

Governor Steve Bullock, as President of the Board of Examiners (Board), called the meeting to order on April 7, 2020, at 3:05 p.m. in Room 250 of the State Capitol with Secretary of State Corey Stapleton and Attorney General Tim Fox on the phone.

[bookmark: _Hlk22037718]Staff and advisors present were:  John Lewis, Mark Bruno, Kendra Whitaker, Marty Samuelson, and Kim Peck, Department of Administration; Tom Livers, Ryan Evans, Office of Budget and Program Planning (OBPP); and on the phone was, Courtney Ellis and Dan Semmens of Dorsey & Whitney LLP; Jonathan Heroux, Piper Sandler.   


B.  Approval of Minutes of Board of Examiners Meeting of January 28, 2020.

Motion and Vote:  Governor Bullock called for a motion to approve the minutes of the Board of Examiners meeting of January 28, 2020.  Corey Stapleton so moved. The motion passed unanimously.    

C.  John Lewis, Director, Department of Administration:  Overview of Agenda
State staff and advisors introduced themselves. 

John Lewis briefly described the items on today’s agenda. 

Agenda Item #2 is related to the sale of the State of Montana General Obligation Bonds, Series 2020C.  Jonathan Heroux of Piper Sandler will discuss market conditions, ratings and pricing for these bonds.  He will also do a presentation of the bond purchase agreement reflecting pricing results.

Agenda Item #3 is related to the resolution authorizing and providing for the issuance and delivery of State of Montana General Obligation Bonds, Series 2020C. Dan Semmens of Dorsey & Whitney will discuss the terms and conditions and the execution and delivery of the necessary documents.

The final item is (Tab) 4 which is any other business before the board.  

2. Piper Sandler (Jonathan Heroux): Overview of Sale of General Obligation Bonds, Series 2020C

Discussion of Market Conditions – Jonathan said today was a very good market condition for the State of Montana.  We tried to offer these bonds to the public the second week of March which was beginning of the COVID19 pandemic which roiled the markets and, in effect, closed the tax-exempt market space for all issuers.  This last week we have been monitoring the market along with RBC, the underwriter, and your staff and determined that the market had begun to return to normal. The State’s bonds, approximately $29 million in value, were met with over $300 million in orders. There were more orders than we had bonds to sell which is what you really want. That afforded RBC to lower the yields anywhere from 8 to 15 basis points throughout the ten year amortization of the bonds.  That resulted in the State achieving the goal of getting the net proceeds they wanted for the various construction projects throughout the state. 

The State will be able to borrow at the TIC (True Interest Cost) of 1.56%, which is a very attractive interest rate both historically and in the last month.  Part of the interest rates that the State receives are based on the ratings from S & P (AA), Moody (AA1) and Fitch (AA+). All of them are very high ratings which means you will be borrowing at very low interest rates which are a result of today’s efforts.  

The Bond Purchase Agreement is the agreement between the State and the underwriter, RBC, to purchase the bonds at the various interest rates and yields that have been filled in and the dollar amounts that are reflected in there.  Should the State agree to the offer from RBC to purchase the bonds at this rate, signatures from both parties would be involved and at that point the interest rates are locked, and the State is protected from further market volatility. It will be moved to a Quick Close on April 15 when the bond proceeds will be delivered to the State.

At this point Jonathan offered to answer any questions – Tom Livers asked him to talk about the premium, i.e. the $29 million that was sold and the $33 million the State will receive. Jonathan referred to the Bond Pricing found on page 4 of Tab 2.  The difference between Rate and the Yield is reflected in the dollar price in the last column. So, what the State did today is sold at a premium, which means that the investors were willing to pay more than 100 cents on the dollar (101.099 in the first year to 129.954 in the last year). That results in them paying more dollars than the bonds, there is a Par Amount of $28.9 million with a premium paid of $4,360,829.80 less the Cost of Issuance ($183,840.20) and Underwriter’s discount ($76,989.60) for a total paid to the State on April 15 of $33,000,000.00 in net proceeds.

The State has historically sold its bonds at a premium which generates more project fund dollars than bonds sold.  Because of the States’ high ratings investors are willing to pay a higher premium.

As the municipal advisor to the State we feel very comfortable that the State received a very good transaction and it would be my recommendation to the State to move on this and sign the bond purchase agreement. 

Governor Bullock asked Tom Livers why more bonds weren’t sold since we have more that can be sold. 

Tom said the decision was made to only sell what we need given carrying the interest cost, and also the three-year good faith assessment to spend that money in that time frame.  When we first sized our issuance, we sized it on the $33 million which is what we needed.  In retrospect, had we known how good the terms would be, had we shifted gears earlier on to sell the entire $80 million we would have a had a little bit of risk to spend the entire $80 million in three years, but by the time we had a sense of the market being this good, all the documents were done and everything set in motion for the $33 million as opposed to the $80 million. 
Once we have a little more sense of stability in the bond market, if we are in better shape maybe going into the fall and there is reason to think the market will continue to be good, we can have a discussion with Jonathan about selling the remainder of the $80 million.

Motion and Vote:  Governor Bullock called for public comment.  Hearing none, he then called for a motion to approve the Pricing and Bond Purchase Agreement.  Attorney General Tim Fox so moved, and Secretary of State Corey Stapleton seconded.  The motion passed unanimously.    


3. Dorsey & Whitney LLP (Dan Semmens):  Resolution Authorizing and Providing for the Issuance and Delivery of State of Montana General Obligation Bonds, Series 2020C; Fixing the Terms and Conditions Thereof; and Ratifying or Approving and Authorizing the Execution and Delivery of the Documents Pertaining Thereto (the “Bond Resolution”)

Dan Semmens talked about Tab 3.  He talked about that he had never seen a bond sale for the State not go through like it did a few weeks ago and here we are now with 1.5% over all borrowing costs.  There have been a lot of ups and downs and he thanked the State team for rolling with the punches and having the perseverance to get to today.

This is the final Authorizing Resolution and the final action needed in delivering the bonds. He asked for questions before he reads resolution.

Secretary of State Corey Stapleton asked about the duration – from the time that the bonds sell to the time that we take board action is there a certain length of time like 30 days?  

[bookmark: _GoBack]Dan said there isn’t a required period of time.  We wanted a short close in case anything else might happen.  Jonathan added it will be settled April 15th and we don’t anticipate any issues.  Dan added we will be busy preparing paperwork so you will be seeing closing documents soon.

No more questions were asked.

Dan read the Resolution - “RESOLUTION AUTHORIZING AND PROVIDING FOR THE ISSUANCE AND DELIVERY OF STATE OF MONTANA $28,900,000 GENERAL OBLIGATION BONDS, SERIES 2020C; FIXING THE TERMS AND CONDITIONS THEREOF; AND RATIFYING OR APPROVING AND AUTHORIZING THE EXECUTION AND DELIVERY OF THE DOCUMENTS PERTAINING THERETO”


Motion and Vote:  Governor Bullock called for public comment.  Hearing none, he then called for a motion to adopt the bond resolution.  Secretary of State Corey Stapleton so moved, and Attorney General Tim Fox seconded.  The motion passed unanimously.    

4. Governor: Other Business:

The Governor asked about any other business before the Board.  

Tom Livers noted this was an atypical bond issuance starting last fall.  I want to echo the comments about the state team, also to Piper Sandler, Dorsey & Whitney, RBC and each member of the Board of Examiners the market conditions required more nimbleness in getting things done quickly. We very much appreciate the three top elected officials being willing to move quickly on getting meetings scheduled, holding a couple of different options for times open for this meeting that gave us the flexibility we needed to adjust to a more dynamic market.  The Governor echoed Mr. Livers’ thanks.

Dan Semmens reminded everyone that signatures need to be done on both documents and scans of those pages sent to the group.


The motion was made to adjourned and seconded. The meeting adjourned at 3:30 p.m.
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