
AT A  WORK SESSION MEETING OF THE INDUSTRIAL DEVELOPMENT AUTHORITY OF THE 

COUNTY OF JAMES CITY. VIRGINIA. I N  THE COUNTY PLANNING AND DEVELOPMENT 

CONFERENCE ROOM, AT 7:00 P.M. ON THE TWENTY-NINTH DAY OF OCTOBER, NINETEEN 

HUNDRED AND EIGHTY-SIX. 

1. ROLL CALL 

Mr. Kenneth H. A x t e l l ,  Chairman 
Mr. C .  Hammond Branch 

ALSO PRESENT 

M r .  John C .  Brown, S e c r e t a r y  
M r .  John McDonald, T r e a s u r e r  
M r .  K e i t h  Quinney and Mr. Dan Jessee o f  Hofheimer. Nusbaum, McPhaul 

and Brenner  

2. MINUTES 

The a d o p t i o n  o f  m inu tes  f o r  t h e  October  19, 1986 mee t ing  were 
d e f e r r e d  t o  t h e  n e x t  mee t ing .  

3. TAXABLE BOND PRESENTATION BY KEITH QUINNEY AND DAN JESSEE 

Mr. Brown i n d i c a t e d  Messrs.  Quinney and Jessee were i n v i t e d  t o  a t t e n d  
t h i s  I D A  s e s s i o n  i n  o r d e r  t o  o v e r v i e w  t a x a b l e  bonds. Mr. Brown s t a t e d  t h e  
new ly  passed Tax Reform A c t  o f  1986 had r e s t r i c t e d  t h e  b road  scope o f  t a x  
exempt bonds i n c l u d i n g  i n d u s t r i a l  revenue bonds and Messrs. Quinney and 
Jessee 's  p r e s e n t a t i o n  a l l o w e d  an o p p o r t u n i t y  t o  e v a l u a t e  t h e  advantages and 
d isadvantages o f  t a x a b l e  bonds. 

F o l l o w i n g  Mr. Brown's i n t r o d u c t i o n .  Messrs. Quinney and Jessee 
p resen ted  a  one-hour ove rv iew.  T h e i r  comments i n c l u d e d  t h e  f o l l o w i n g  p o i n t s .  

- A f t e r  December 31, 1986 h o t e l s ,  med ica l  o f f i c e  b u i l d i n g s ,  
n u r s i n g  homes, h o s p i t a l s ,  o f f i c e  b u i l d i n g s  and shopping c e n t e r s  w i l l  no l o n g e r  
be c o n s i d e r e d  t a x  exempt and e l i g i b l e  i n d u s t r i a l  revenue p r o j e c t s .  

- Up t o  t h i s  da te ,  v i r t u a l l y  a l l  t a x a b l e  m u n i c i p a l  d e b t  has been 
s o l d  t o  pens ion  funds and i n s t i t u t i o n a l  i n v e s t o r s .  

- The market  f o r  t a x a b l e  bonds i s  new and u n t e s t e d .  

- The F i r s t  t a x a b l e  m u n i c i p a l  bond was o f f e r e d  t h r e e  y e a r s  ago. 

- So f a r  i n  1986, abou t  $3.1 b i l l i o n  o f  t a x a b l e  m u n i c i p a l  bonds 
have been s o l d ,  up f r o m  $350 m i l l i o n  i n  a l l  o f  1985. 



- Drexe l ,  Burnham and Lambert, Inc. ,  o f  New York i s  t h e  t a x a b l e  
bond leader .  The f i r m ,  which s t a r t e d  over  18 months ago, has captured 46.83 
o f  t h e  t a x a b l e  mun i c i pa l  market.  

- The i n i t i a l  b e n e f i t  w i l l  go t o  t h e  i s s u e r ,  t h e  investment  bank 
and t h e  investment  c o n t r a c t o r .  I n  a d d i t i o n ,  s i n c e  t h e  i n t e r e s t  income 
produces more than  t h e  c o s t  o f  t h e  debt,  t h e  I n d u s t r i a l  Development A u t h o r i t y  
cou ld  cap tu re  a  s i g n i f i c a n t  w i n d f a l l .  

- Al though a  t y p i c a l  t axab le  bond would be f l o a t e d  f o r  a  ten-year 
pe r i od ,  t h e r e  would o n l y  be a  th ree-year  window t o  execute t h e  bond. 

- To make a  t a x a b l e  bond p r o f i t a b l e  a t  l e a s t  a  $100 m i l l i o n  bond 
would need t o  be f l o a t e d .  The bond cou ld  be sponsored by  t h e  m u n i c i p a l i t y  o r  
a  group o f  m u n i c i p a l i t i e s .  O f  t h e  $100 m i l l i o n ,  $75  m i l l i o n  would be executed 
and $25 m i l l i o n  would remain i n  reserve.  

- The t a x a b l e  bond would guarantee a f i x e d  r a t e  i n t e r e s t  r a t e  over  
a  ten-year  per iod .  Today. t h e  i n t e r e s t  r a t e  would p robab ly  approach 10.75% t o  
11%. 

A genera l  d i scuss ion  f o l l owed  t h e  p resen ta t i on .  A key ques t i on  was 
whether James C i t y  County cou ld  a c t u a l l y  execute $75 m i l l i o n  over  t h r e e  years 
s i nce  t h e  I D A  has executed l e s s  t han  $50 m i l l i o n  over  t h e  l a s t  t h r e e  years.  
Severa l  persons no ted  t h a t  York County was proceeding w i t h  a  $250 m i l l i o n  
t a x a b l e  l oan .  Messrs. Quinney and Jessee suggested t h a t  t h e  York County bond 
was n o t  f u l l y  nego t i a ted  and may n o t  be f i n a l i z e d .  

It was a l s o  noted t h a t  a  t a x a b l e  bond adds ano ther  development 
a l t e r n a t i v e  t o  o f f e r  t o  f u t u r e  i n d u s t r i e s  and even i f  t h e  bond were n o t  used 
i t  i n d i c a t e s  t h e  County des i r es  i n d u s t r y .  

4. MATTERS OF SPECIAL P R I V I L E G E  

Mr. Brown i n d i c a t e d  s p e c i f i c  i s s u e  papers would be discussed a t  t h e  
n e x t  IDA meet ing. He presented a  sample o f  an IDA i s s u e  paper and l i s t e d  s i x  
i s sue  paper t o p i c s .  He noted a d d i t i o n a l  i s sue  papers cou ld  s t i l l  be added and 
requested f u r t h e r  t o p i c a l  a d d i t i o n s  by  t h e  IDA. 

5. ADJOURNMENT 

There be ing  no f u r t h e r  business, t h e  October 29. 1986 meet ing was 
ad journed a t  8 : 5 5  p.m. 
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nne th  H. Axtefl,  Chairman 
c. 
rown, Secre ta ry  




