ARIZONA HOUSE OF REPRESENTATIVES
Fifty-second Legislature — First Regular Session

COMMITTEE ON BANKING AND FINANCIAL SERVICES

Report of Regular Meeting
Tuesday, January 20, 2015
House Hearing Room 3 -- 2:00 p.m.

Convened 2:03 pm,
Recessed
Reconvened

Adjourned 3:19 p.m.

Members Present Members Absent
Mr. Allen

Mr. Espinoza

Mr. Farnsworth

Mrs. Gabaldon

Ms. McCune Davis

Mrs. Norgaard

Mr. Weninger, Vice-Chairman

Mrs. Brophy McGee, Chairman

Request to Speak

None

Presentations

Name Organization Attachments
(Handouts)

DA Summary Log for 2014 1

Pat Ray Kutak Rock LLP 2

John Salgado Phoenix Industrial Development Authority 3

Shelby L. Scharbach Maricopa Industrial Development Authority

Gary Drummond Sallquist & Drummond, P.C.

Committee Action
Bill Action Vote Attachments (Summaries,
Amendments, Roll Call)

None

January 22, 2015

(Original attachments on file in the Office of the Chief Clerk; video archives available at hitp://'www.azleg gov)

COMMITTEE ON BANKING AND FINANCIAL SERVICES
Tuesday, January 20, 2015
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IDA SUMMARY LOG FOR 2014

1-6-14~ Industrial Development Authority of the County of Pima Education
Revenue Bonds (Noah Webster Schools-Pima Project) Series 2014, $12,000,000

1-9-14-Industrial Development Authority of the City of Yuma Hospital Revenue
Bonds (Yuma Regional Medical Center) Series 2014. $200,000,000

1-21-14-Industrial Development Authotity of the City of Phoenix/Atizona
Education Facility Revenue Bonds (BASIS San Antonio North Project) Series
2014. $10,500,000 '

1-21-14-Industrial Development Authority of the City of Phoenix/Arizona
Education Facility Revenue Bonds (BASIS Phoenix Central Project) Series 2014.
$11,000,000

1-27-14-Industrial Development Authority of the County of Pima Educaton
Facility Revenue Bonds (Hillerest Academy Project) Series 2014. $18,000,000

1-27-14-Industrial Development Authority of the County of Pima Bducation
Facility Revenue Bonds (Ball Val Vista Project) Series 2014. $7,500,000

1-29-14-Industrial Development Authority of the City of Tempe, Arizona Lease.
Revenue Refunding Bonds (Arizona State University/ASU Project) Series 2014,
$50,000,000
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2-7-14-Industrial Development Authority of the City of Yuma Arizona Charter
School Revenue Bonds (Desert View Academy) Series 2014. $13,500,000

3-5-14-Industrial Development Authority of the County of Pima Variable Rate
Revenue Bonds (Tucson Medical Center) Series 2014. $31,000,000

3-10-14-Industrial Development Authority of the City of Phoenix, Arizona
Education Facility Revenue Bonds (Arizona Charter Academy Project) Series
2014. $13,000,000

3-20-14-Industrial Development Authority of the City of Tucson, Arizona
Multifamily Housing Revenue Bond (Miraflores Apartments Project) Series
2014A. $12,000,000

3-20-14-Industrial Development Authority of the City of Tucson, Arizona
Multifamily Housing Revenue Bond (Catalunya Apartments Project) Series
2014A, $15,000,000

3-24-14-Industrial Development Authority of the City of Phoenix, Arizona Health
Care Facilities Revenue Bonds (Mayo Clinic) Series 2014, $180,000,000

3-26-14-Industrial Development Authority of the County of Pima, Education
Facility Revenue Bonds (LEAD Charter Schools Project), Series 2013,
$11,000,000
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4-1-14-Industrial Development Authority of the City of Phoenix, Education
Facility Revenue Bonds (Legacy Traditional Schools Project), Series 2014A.
$75,000,000

4-15-14-Industrial Development Authority of the County of Maricopa-Christian
Care Mesa I1, Inc, Project Series 2014, $26,000,000

5-20-14-Industrial Development Authority of the City of Phoenix, Arizona
Multifamily Iousing Revenue Bonds (Hill N Dell Apartments Project), Series
2014. $9,100,000

5-20-14-Industrial Development Authority of the Pima Education Revenue Bonds
(AZ Community Development Corporation-I.aPaloma Academy Schools Project)
Series 2014, $20,000,000

6-23-14-Industrial Development Authority of the City of Phoenix, Arizona
Arizona Bducation Facility Revenue Bonds (Pioneer Preparatory School Project),
Series 2014, $10,000,000

8-19-14-Industrial Development Authority of the County of Maricopa - Christian
Care Retirement Apartments, Inc. Project, Series 2014, $5,000,000

8-26-14-Industrial Development Authority of the City of Phoenix, Arizona
Multifamily Housing Revenue Bonds (Yuma Assisted Living Project) Series 2014,
$15,000,000
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9-24-14-Industrial Development Authority of the City of Phoenix, Arizona
Education Facility Revenue Bonds (Great Hearts Academies Project), Series 2014,
$85,000,000 |

9-30-14-Industrial Development Authority of the City of Peoria, Arizona Sierra
Winds Life Care Community Project, Series 2014. $38,000,000

10-6-14-Industrial Development Authority of the County of Pima Education
Facility Revenue Bonds (Tillcrest Academy Project) Series 2014, $12,000,000

10-14-14-Industrial Development Authority of the City of Tempe, AZ Lease
Revenue Bonds (Arizona State University/ASU Foundation Project-D.C Bldgs)
Series 2014. $35,000,000 '

10-15-14-Industrial Development Authority of the County of La Paz, Arizona
(Imperial Regional Detention Facility Project), Senior Lien Refunding Project
Revenue Bonds (Federal Taxable) Series A-1. $100,000,000

10-15-14-Industrial Development Authority of the County of La Paz, Arizona
(Imperial Regional Detention Facility Project), Senior Lien Refunding Project
Revenue Bonds (Federal Taxable) Series A-2 Reference No. 48014.00012,
$10,000,000

10-21-14-Industrial Development Authority of the City of Yuma, Arizona Charter |
School Revenue Bonds (Desert View Academy) Series 2014. $14,500,000
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10-27-14-Industrial Development Authority of the County of Pima Education
Facility Revenue Bonds (PLC Arts Academy at Scottsdale Project), Series 2014,
$6,000,000

11/6/14-Industrial Development Authority of the City of Glendale, Arizona
Revenue Bonds to Finance a Student Loan Program for the Benefit of Midwestern
University Foundation (Ryley Carlock Applewhite)-bee to Squire Sanders/Chuck
James. $15,000,000

11/25/14-Industrial Development Authority of the Town of Florence, Inc, Revenue
Bonds (Virginia Wellness, LLC Project), Series 2014 {(Ryley Carlock Applewhite)
(Eryn McCarthy). $5,000,000

11/25/14-Industrial Development Authority of the Town of Florence, Inc.
Education Revenue Bonds (ACCEL Refunding Project), Series 2014 ((Ryley
Carlock Applewhite). (Eryn McCarthy). $3,000,000

11/25/14-Industrial Development Authority of the City of Phoenix, Arizona
Revenue Bonds (Girl Scouts-Arizona Cactus-Pine Council, Inc. Project) Series
2014 (Greenberg Traurig) (Eryn McCarthy). $10,000,000,

11/25/14-Industrial Development Authority of the City of Phoenix, Arizona Lease
Revenue Bonds (Guam Facilities Foundation, Inc. Project) Series 2014 (Kutak
Rock) (Eryn McCarthy). $120,000,000

12/1/14-Industrial Development Authority of the County of Pima Revenue and
Refunding Bonds (Homemaker Jewish Services for the Aging Project), Series 2014
(Russo, Russo) (Rex Nowlan). $16,000,000.
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12/12/14-Industrial Development Authority of Coconino County, Coconino
County, AZ; Coconino County IDA-Health Care Institution Revenue Bonds (The
Guidance Center Project) Series 2014 (Mangum, Wall, Stoops & Warden) (Rex

Nowlan). $9,500,000
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Current IDA statutes

Project could be located outside of state with
the exception to homes, prisons, and certain
company HQs

HB 2323 (Arizona Jobs Finance Bonds)

Project could be located outside of state if
project creates new commercial business or
veteran owned. Project does not include
ones that requires approval from either the
governing body or Department of Housing

Proceedings under which the bonds are
issued requires the approval of the governing
body

Proceeding under which the bonds are
issued may require the approval of the
governing body

Requires the AG to review

May require AG to review the jobs bond
If no review, institutes a waiver until revoked
by governing body

Allows projects outside of state with
exception

Allows qualified projects outside of state

Exempts bonds from state taxation

No mention on tax exemption

Exempts a municipality from liability on
payment of bond

Exempts municipality from liability on
payment of bond

Additionally specifies the issuing corporation
is liable for special obligations

Allows for the review of a jobs bond for a

period of 90 days after the effective date

authorizing the bond, after which time the
bond is deemed valid

Requires the 1DA to meet statutory guidelines

in order to finance qualified projects

Requires the applicant for financing fo
provide documentation that the jobs project
will create full-time private sector
employment
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PHOENIX

2015 Board of Pirectors

Mr. Tommy Espinoza, President
President/CEOQ, Raza Development Fund, Inc.

Ms. Christa Severns, Vice President
Owner, Christa Severns Communications

Ms. Judy Bernas, Treasarer
Associate Vice President, External Relations-Phoernix
University of Arizona

Mr. Sal Rivera, Secretary
Shareholder, Rivera Law Group, P.C.

Mr. Donald P. Keuth, Director
President, Phoenix Community Alliance

Mr. Bruce D. Mosby, Director
President, Mosby and Company, Inc.

Ms. Barbara Ryan Thompson, Director
Executive V.P./COO, Helios Education Foundation

Ms. Charlene Tarver, Director
Shareholder, Tarver Law Group

Ms. Marian M. Yim, Director
Shareholder, Wong Fujii Carter, P.C.
The Board is appointed by the City Council of the City of Phoenix.
Correspondence may be sent to Board members at the address below:
¢/o0 The Phoenix IDA
251 W. Washington St., 9 Floor
Phoenix, AZ 85003

For further information, please contact Juan Salgado at (602) 262-7304 or
isalgado(@phoenixida.com




Juan Salgado

Executive Director
isalgado(@phoenixida.com
Office: 602.262.7304
Mobile: 602.628.1147

Murray Boess

Financial Operations Administrator
mboess@phoenixida.com

Office: 602.534.0180

Mohile: 623.680.4028

Lydia Lee

Community Relations Administrator
llee(@phoenixida.com

Office: 602.534.9655

Mobile: 602.677.0259

General Counsel

C.W. Ross

Fennemore Craig, P.C.

2394 E. Camelback Rd., Ste. 600
Phoenix, AZ 85016
602.916.5303
cwross@felaw.com

Bond & Issuer Counsel
Patrick A. Ray

Kutak Rock, LLP

8601 N. Scottsdale Rd., Ste. 300
Scottsdale, AZ 85253
480.429.5000
patravieokutakrock.com

Administration

TL.egal Advisors

Wendy Gutierrez

Executive Assistant
wegutierrezi@phoenixida.com
Office: 602.534.8679
Mobile: 602.722.0127

Monique Cordova

Corporate Governance Administrator
meordova@phoenix.com

Office: 602.534.5888

Mobile: 602.908.2241

Mike Santellanes

Public Finance Administrator
msantellanes@phoenixida.com
Office: 602.262.7644

Mobile: 602.550.2472

William R. DeHaan

Greenberg Traurig, LLP

2375 E. Camelback Rd., Ste. 700
Phoenix, AZ 85016
602.445.8457
dehaanw(@gtlaw.com

251 W. Washington Street, 9 floor, Phoenix, AZ 85003-2295
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PHOENIXI

About the Phoenix IDA

The Phoenix IDA’s focus is to provide bond financing for community and economic
development projects. Since January 2009, the Phoenix IDA has issued more than $1.2 billion in
bonds for various projects. Our goals include: increasing job opportunities within the
community, supporting education and health care, and providing housing for underserved
communities, all of which benefit the residents of the city of Phoenix and the state of Arizona.

The Phoenix IDA recognizes the importance of home ownership and sees the aspiration many
families and individuals have to become home owners. The Home in Five Advantage program
helps those families and individuals realize this dream. Since its creation in 2012, jointly with the
Maricopa County IDA, the Home in Five Advantage - Morigage Origination Program has
assisted more than 3,700 individuals, veterans, and families in becoming home owners. The
program has issued over $612 million in loans and over $30 million in down payment assistance.
The Phoenix IDA will continue to explore new ways of helping families and individuals become
home owners in this struggling economy.

The Phoenix IDA is committed to providing resources that will spur job creation and retention.
Through our Small Business Lending Program, we have helped finance over $2.9 million in
loans to local businesses in health care, education, and downtown redevelopment since July
2012. As a result, these businesses have been able to expand their operations and create new
jobs. The Phoenix IDA, in association with the Arizona Community Foundation (ACF), initiated
the Education Pre-Development Loan Fund, a $1.5 million short-term, revolving loan fund for
charter school bond applicants designed to cover pre-development costs prior to the issuance of
bonds, thus saving the schools considerable time and money.

The Phoenix TDA, with the ACF, has awarded funds through the Community Development Fund
to educational organizations that support early literacy and STEM programs in high-needs
communities. By way of awarding these funds, the organizations are able to provide their
students with resources to further excel in these critical areas.

The Phoenix IDA remains committed, today and in the future, to investing its resources into

programs that will achieve meaningful change in the lives of Phoenix residents, local businesses,
and communities throughout the city of Phoenix.

www. phoenixida.com Revised 1/20/2015



About Revenue Bond Financing

The Phoenix IDA serves as a conduit issuer of private activity bonds (“PABs™), which attract
private investment to finance projects that provide a public benefit. PAB financing is an
aliernative to commercial loans. PABs are more attractive because they may result in reduced
financing costs given the potential for federal income tax exemption on interest paid on bonds. In
most cases, bonds issued by the Phoenix IDA will be exempt from Arizona State income tax.

Revenue bond financing is used primarily by private sector borrowers who become responsible
for all principal and interest payments associated with a Phoenix IDA bond.

Eligible applicants can be a private sector (e.g., for profit) entity, nonprofit 501(c), or public
agency. The Phoenix IDA’s professional team and counsel work closely with applicanis to
review the project and the financing structure to determine its eligibility.

With the exception of housing projects (only within the city of Phoenix), the Phoenix IDA can
issue bonds for projects located anywhere in Arizona. The Phoenix IDA may also issue bonds to
finance projects outside of Arizona if the out-of-state project benefits residents within the State
of Arizona, as determined by the Phoenix IDA’s Board of Directors.

Types of Bonds and Important Definitions

Conduit Issuer is the entity that issues private activity bonds for the benefit of private users to
finance revenue-generating projects. The financing is backed by either (i} a conduit borrower’s
credit, or (ii) funds that private third-party investors pledge towards the project.

Proceedings means proceedings of the Board under which the bonds are authorized to be issued,
as set forth in Arizona Revised Status §35-721(a).

Private Activity Bond is a bond issued by a conduit issuer on behalf of a private user to provide
low financing benefits for qualified projects.

Revenue Bond is a bond payable from a dedicated revenue stream that is generated from a
project, such as fees, rents, and other revenue-generating sources.

General Obligation Bond is a municipal bond backed by the full faith and credit, or “taxing
power”, of the issuing jurisdiction, rather than the revenue from the given project.

Tax-Exempt Bond is a bond on which the interest income that the bondholder earns is exempt
from federal, state, and local taxes.



Phoenix IDA Revenue Bond Financing Process

»

Y v v Y

Applicant contacts the Phoenix IDA to determine feasibility of revenue bond financing
for its project.

Applicant is expected to set up a finance team prior to submitting an application.
Applicant submits an application with a $3,000 non-refundable fee to the Phoenix IDA.
Phoenix IDA staff review the application for completeness.

The project is presented to the Phoenix IDA Board of Directors for approval of issuance
of the bonds.

Phoenix City Council considers approval of bond proceedings after the Phoenix IDA
Board approval.

- The bonds are sold privately or publicly and the transaction closes.

Bond Financing Guidelines

‘The Phoenix IDA will evaluate bond financing applications based on the following:

»

Public Purpose — The applicant must satisfactorily demonstrate to the Phoenix IDA the
public purpose and benefit of the project.

Business Organization — The applicant must provide a brief description of its business.
Project — The applicant must provide a detailed description of the project.

Financing Structure — The applicant must provide a description of the proposed
financing structure.

Finance Team — The applicant must propose a finance team that may include, but is not
limited to, applicant counsel, bond counsel, bond purchaser or underwriter, bond
purchaser’s or underwriter’s counsel, trustee, trustee counsel, and any other parties that
might be associated with the project.

www.phoenixida.com 2




Industrial Development Authorities Benefit
the Private Sector

Private Activity Bond (PAB) Proceedings

Industrial Development Authorities (“TDASs™) exist
primarily to act as a conduit issuer of private activity
bonds.

An IDA private activity bond (“PAB”} financing is usually
designed for private sector users, and the government does
not pledge its credit.

These bonds are used to attract private investment

for projects that have some public benefit, and they
typically result in reduced financing costs because of the
federal tax exemption on interest paid on the bonds.

A private sector conduit borrower is responsible for all
principal and interest payments associated with an IDA
reveniie bond.

IDAs can also issue single-family mortgage revenue bonds
to facilitate low-interest loans for first-time homebuyers.
In those instances, there is no conduit borrower and the
bonds are secured by the mortgages.

{See text box for definitions of italicized terms.)

Industrial Development Authority Facts

L

IDAs are formed under the Industrial Development Act of Arizona of 1968 (the “IDA Act™). [Title 35, Chapter
5, of the Arizona Revised Statutes]

State statute requires IDAs to incorporate as a nonprofit corporation, and designates them as independent
political subdivisions of the State. [A.R.S. §§35-751(A), 35-702(A}]

An IDA must be formed on behalf of a municipality or county and only one IDA can be in operation on its
behalf at any time. [A.R.S. §35-702(B)]

In 1981, the Phoenix IDDA was incorporated as an Arizona nonprofit corporation, and in accordance with the
IDA Act, it functions as an independent political subdivision of the State.

Eligible Private Activity Bond Projects

@

IDAs have statutory authority to issue PABs for projects that most Arizona local governments do not have the
authority to issue. The IDA Act enumerates 17 types of qualifying projects that IDAs may finance. For a
complete list, please refer to [A.R.S. §35-701(8)].

The Phoenix IDA has statutory authority to issue revenue bonds for projects located anywhere in Arizona, and

may also issue bonds to finance projects outside of Arizona, if the out-of-state project provides a benefit within
the State, as determined by the Phoenix IDA’s Board of Directors. [A.R.S. § 35-706(A)(16)]

1 Rev. 12 05_13



Private Activity Bond Characteristics

e The IDA Act allows the Phoenix IDA to issue PABs under the federal tax code and state tax code. The IDA Act
also allows the Phoenix IDA to serve as a conduit issuer between prlvate lenders and prwate users w1th respect
to the issuance of private activity revenue bonds. [A.R.S.
§§35-706(4), 35-721, 35-722, 35-741]

o The Phoenix IDA has no power to issue general obligation
bonds.

e The Act requires that all principal and interest associated
with the revenue bond be paid from the conduit borrower’s own revenues, as specified in the bond documents.
[A.R.S. §35-721(A)] '

e  The Phoenix IDA’s revenue bonds are non-recourse. If a project fails and goes into default, the principal and
interest obligation is the conduit borrower’s debt obligation, rather than that of the Phoenix IDA, the City of
Phoenix, or the State of Arizona.

e In some instances, such as charter schools that receive state funding, Phoenix IDA bonds can be repaid with
funds provided by another governmental entity.

Proceedings

Phoenix IDA Board of Directors

e State statute requires the Phoenix City Council to approve the appointment of the Phoenix IDA’ Board of
Directors. [ALR.S. §35-705]

e The Phoenix IDA’s Board of Directors approves a resolution indicating the intent to issue revenue bonds for a
specific project in a specified amount.

Pheenix City Council

e  State statute requires the Phoenix City Council to approve allowing the revenue bond proceedings to move
forward after the Board of Directors has approved a resolution, and in many cases, a public hearing has been
held, as required by the federal tax code. [A.R.S. §35-721(B})] 7

e The Phoenix City Council does not approve any use of City taxpayer doliars with regard to a Phoenix IDA
revenue bond. No City dollars are ever used or pledged in connection with a Phoenix IDA revenue bond.

Arizona Attorney General

e State statute requires the Phoenix IDA to notify the Arizona Attorney General’s Office of its intention to issue
revenue bonds. The Attorney General has ten days to inform the Phoenix IDA if the project does not qualify
for financing in accordance with the state statute. If the Attorney General issues a negative opinion within ten
days, the Phoenix IDA’s revenue bonds cannot be issued. [A.R.S. §35-721(F)]

www.phoenixida.com 2 Rev. 12_05_13
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