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Meeting Minutes
State Finance and Governance Board February 19, 2021
3:00 pm
Conference Line: 978-990-5000, access code: 244621#
A meeting of the State Finance and Governance Board was held via teleconference on Friday, February 19, 2021, in accordance with the Governor’s Executive Order Suspending Certain Provisions of the Open Meeting Law, G.L. c. 30A, § 20, signed and dated March 12, 2020, and pursuant to notice duly given.

Meeting was called to order at 3:02pm.

Board members comprising a quorum:

Lourdes German, Boston College, Board Chair Brent Andersen, Pilgrim Bay Insurance
Sue Perez, Office of the State Treasurer Supreo Ghosh, Office of the State Treasurer

Others in attendance:
Barbara Kroncke, University of Massachusetts Building Authority Aaron D’Elia, University of Massachusetts Building Authority John Giammarino, Citi
John Malpiede, Citi Jeff Smith, Omnicap
William Archibald, Executive Office for Administration and Finance Kaitlyn Connors, Executive Office for Administration and Finance


1. Administrative Matters
I. On a motion made by Mr. Andersen, and duly seconded, members voted to approve the December 18, 2020 meeting minutes.

2. Waiver Requests
I. Mr. D’Elia delineated the University of Massachusetts Building Authority’s (the “Authority”) request for a waiver from the presumption of a competitively bid financing for the issuance of bonds in an aggregate principal amount not to exceed $500M. Mr. D’Elia stated that the financing would currently refund up to $400M in variable rate debt and potentially include
$100M in new money bonds. As stated in the Authority’s memo to the Board, this transaction would also include the termination of certain swaps at a net neutral cost to modest present value savings and would allow the Authority to achieve a more advantageous debt service structure for the University in connection with the refunding bonds. Additionally, Mr. D’Elia noted that the Authority believes it would best obtain optimal pricing for the bonds through a negotiated sale.
There were no questions from the Board.

On a motion from Mr. Andersen, the Board unanimously voted to grant a waiver from the presumption of a competitive, sealed-bid financing with respect to the issuance by the Authority of one or more series of bonds under the Project Trust Agreement in an aggregate principal amount not to exceed $500M, to (a) finance capital projects, (b) refund and/or restructure outstanding bonds of the Authority, (c) terminate swaps associated with certain of the refunded bonds, and (d) pay costs of issuance related to issuing the bonds, and that the Authority be authorized to sell such bonds on a negotiated basis not later than August 17, 2021.


3. Derivative Reviews

I. The Board then reviewed the Authority’s proposed termination of swaps associated with certain of the refunded bonds referenced above. As stated in the memo to the Authority from its financial advisor, Omnicap, the swap terminations present the Authority the opportunity to refund the underlying variable rate debt with tax-exempt fixed-rate bonds. The variable rate debt to be currently refunded, according to the memo, includes the Authority’s $16,050,000 Series 2008-A Bonds, $145,515,000 Series 2008-1 Bonds, and $196,855,000 Series 2011 Bonds. Additionally, the combined swap terminations and refunding bonds would mitigate risks associated with the Authority’s variable rate debt portfolio and swap portfolio at a net neutral cost to small present value benefit, which is consistent with the Authority’s Debt Management and Interest Rate Swap Policies.

Chair German requested further background on the analysis of other alternatives for the swaps, as was briefly mentioned in Omnicap’s memo to the Authority. Mr. Smith responded that the alternatives were relatively basic—keep the swaps or amend the swaps. Mr. Smith stated that when the Authority entered into the swaps in 2006 and 2008, it was a completely different interest rate market, and current fixed rates are much lower. Additionally, Mr. Smith explained, LIBOR is due to be phased out in 2023, so the Authority would be required to amend the swaps before then and tie them to the new indices that replace LIBOR. Mr. Smith further explained, most of the underlying debt that the swaps hedge are variable rate, but are based on the SIFMA index, not LIBOR (this created a large amount of basis risk), and this transaction would eliminate such risk. One final alternative, according to Mr. Smith, would be to amend the swaps to eliminate the LIBOR index and change it to SIFMA, and unfortunately, the cost of this alternative would not be favorable for the Authority.

Chair German then noted that the proposed transaction comes at a net neutral cost, and Mr. Smith confirmed.
There were no further questions from the Board.

On a motion from Mr. Andersen, the Board unanimously voted it had received satisfactory information regarding the proposed Authority’s transactions involving termination of derivative financial products by Authority and deemed the submission (i) consistent with the purpose and intent of Sections 97 and 98 of Chapter 6 of the Massachusetts General Laws (“Chapter 6”) and regulations promulgated thereunder and (ii) reviewed with no additional conclusions required. The Board further concluded that the items required to be submitted to the Board pursuant to Chapter 6 and any regulations promulgated thereunder have been submitted in a manner consistent with the regulations.

4. Closed Transactions/Bond Sale Reviews:
I. No discussion matters scheduled.


5. Discussion on Board Activities

I. With respect to the FY20 Annual Report, Chair German outlined next steps for the Board: the Board Secretary would convene a working group to meet and review the draft report circulated earlier this week. The Board Secretary agreed to schedule such a meeting. Ms. Perez noted that there were references to the earlier FY18 and FY19 report that would need to be updated and that the links at the end of the report would need to be fixed. The Board Secretary agreed to make these changes.
II. The Board Secretary then asked the Board how to proceed regarding the future cadence of meetings, given the need to move the time around for various Board members in recent months and moving forward. The Board agreed that keeping the prior cadence date-wise (the third Thursday of the month) would work best, but to adjust the time to 11am instead of 3pm.


6. Adjournment

I. On a motion made by Mr. Andersen, and duly seconded, members voted to adjourn. The meeting was adjourned at 3:20pm.




William Archibald, Secretary
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