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AFFORDABLE HOUSING BIG WINNER OF BOND CAP
For at least the third consecutive year, affordable housing finance was the top recipient of private activity bond volume cap in South Carolina.  Receiving 40% of total volume cap for 2007, more than $147 million of bond cap was allocated to housing bonds.  This banner year follows years in which housing took 37.4% and 51.2% of the cap for 2005 and 2006, respectively in the State.  

For many years, affordable housing finance played second fiddle to economic development, whose large industrial projects garnered the lion’s share of volume cap in South Carolina.  With the economic downturn beginning in 2001, economic development’s favoured status waned, with housing bonds taking up the slack.

It was not, however, without much effort that housing finance made these achievements over the past several years.  Great strides were taken to streamline the bond programme by the South Carolina State Housing Finance and Development Authority over the past six years, during much of which time Sam Howell served on the Board of Commissioners of the Authority, including serving as Chairman of the Authority’s Bond Committee.  Under the leadership of Charles Small, as Chairman, and Dr Andy Laurent as Executive Director, the Authority reduced the red tape and costs associated with its multifamily revenue bond issues and, more importantly, received allocations of State bond cap that were not deal specific.  This development allows the Authority to commit bond cap to projects that it approves without waiting on the State Budget & Control Board allocation of bond cap to multifamily bond issues.  Continuing under the leadership of current Chairman Chris Fraser and Executive Director Valarie Williams, the Authority expects to issue another large volume of multifamily housing bonds in 2008.

The clients of Howell Linkous & Nettles were some of the chief beneficiaries of the boom in housing finance.  In early 2006, the City of North Charleston Housing Authority closed on $20 million of multifamily housing revenue bonds issued in conjunction with a major HOPE VI grant from HUD to fund the replacement of the North Park Village (the largest public housing project in the State), with 987 units of affordable apartments, market rate apartments, elderly units, and affordable and market rate home ownership units.  Howell Linkous & Nettles served as bond counsel and borrower’s counsel to TCG Development Services in this transaction.
In late 2006, Howell Linkous & Nettles served as bond counsel in the issuance of $9 million of multifamily housing revenue bonds by the City of Greenville Housing Authority for the rehabilitation of 168 units in Roosevelt Heights by TCG Development as part of the Housing Authority’s HOPE VI revitalisation project.

Continuing in the upcountry, Howell Linkous & Nettles assisted the City of Spartanburg Housing Authority as bond counsel and borrower’s counsel in the pooled financing of 230 units in three projects under a single $13.9 million multifamily housing revenue bond issue which closed in early 2007.       
                    See Bond Cap page 2.
HOWELL LINKOUS & NETTLES ONE OF TOP 3 BOND COUNSEL FIRMS IN STATE

According to Thomson Financial, the bond market industry monitoring agency, Howell Linkous & Nettles once again finished in the top five bond counsel firms in South Carolina by volume of bond issues.  Serving as bond counsel in 2007 for a total of $300.4 million in bonds, the firm ranked third among all bond counsel firms in the State for the year.  In addition, the firm served as underwriter’s counsel, borrower’s counsel, or issuer’s counsel in 11 bond issues in the State during the year 2007, having a total principal amount of over $464 million.  These totals do not include transactions where the firm served as bond counsel or underwriter’s counsel in other Southern states or for                                   Native American tribal bonds. 

Since the firm’s formation in 2001, Howell Linkous & Nettles has provided legal services in over $2 billion of bond financing for public facilities, health care, housing, and other projects for local governments and agencies throughout the South and for Native American tribes across the continental United States.  For more information regarding the firm’s practice, see our new website at www.bond-law.com.
Bond Cap – Continued
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In October 2007, Howell Linkous & Nettles served as bond counsel on the first of a kind in the nation pooled bond financing for the rehab of 20 rural affordable apartment projects located across the State by Boyd Management.  The South Carolina State Housing Finance and Development Authority issued over $27 million of multifamily housing revenue bonds to fund the debt portion of the renovation costs.  Tax credit equity provided the balance of funds needed to modernise these 830 units, which were originally financed under the USDA Rural Development 515 Program.  USDA subordinated its original financing to the bond deal, and provided a takeout for the construction bond financing with more RD 515 moneys.  For more on this transaction structured by Greystone Affordable Housing Initiatives, see the February, 2008 article “Saving Oft-Overlooked Housing” in Affordable Housing Finance magazine, at www.housingfinance.com/ahf/ARTICLES/2008/FEB/SAVING0208.htm.
Each of these deals was structured and sold in a manner that avoided the problems being faced by other bond issuers as bond insurers are downgraded as the result of losses they sustained in the sub-prime mortgage market.  These bond financings combined long-term bond interest rates with maximum pricing for 4% Federal Low Income Housing Tax Credits to raise private equity funds for these projects.  
Although it is too early to tell if affordable housing finance will enjoy another banner year in 2008 with bonds, the new $374,655,265 bond cap available in South Carolina for private activity bonds (including housing) should go a long way to satisfying the needs of affordable housing in the State. 
FILINGS DUE AS RESULT OF BOND INSURER DOWNGRADES

Several bond insurers have been downgraded or placed on credit watch by the rating agencies as the result of losses and exposure to further losses sustained by those bond insurers in the sub-prime mortgage market.  On February 6, 2008, the staff of the U.S. Securities and Exchange Commission issued a statement regarding those developments and its expectations that the issuers of municipal bonds insured by the affected bond insurance companies will review the situation and take appropriate disclosure action under S.E.C. Rule 15c2-12.

Specifically, the SEC staff stated that “it expects the issuer to review the terms of its specific continuing disclosure agreement to determine what action is required, and in particular whether a material event notice must be filed.”

Currently, Ambac, FGIC, and XL Capital, have been downgraded by one or more rating agencies. MBIA and CFIG have been placed on credit watch by one or more rating agencies.  S.E.C. Rule 15c2-12 includes a requirement on the part of bond issuers to file a material event notice if there is an adverse change to the ratings on their bonds.  

In light of the recent SEC staff pronouncement, all bond issuers are expected to review the requirement of their Continuing Disclosure Undertakings and, if material, file appropriate material event notices regarding the downgrading of their bonds with Nationally Recognized Municipal Securities Information Repositories as required by SEC Rule 15c2-12.  

_________
ABOUT HOWELL LINKOUS & NETTLES

Howell Linkous & Nettles, LLC, concentrates its practice in the related areas of municipal bond law, local government law, economic development incentives, and affordable housing finance.  Our attorneys have over 70 years of combined expertise serving exclusively local and tribal governments, and affordable housing development legal matters.

Visit the firm’s newly launched website at www.bond-law.com for current interest rate and other bond market information, and to learn more about our practice, the attorneys in our firm, and the story of the historic Dr John Lining House (built around 1694), home to the offices of the firm and the oldest law office in the South. 
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