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Planning Session
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R. E. Johnson Building Central Conference Room
1501 N. Congress
Austin, Texas

The Texas Bond Review Board convened a planning session at 10:00 a.m., Tuesday, May 8, 2007, in the R. E. Johnson Building Central Conference Room in Austin, Texas. Present were Ed Robertson, Chair and Alternate for Governor Rick Perry; John Sneed, Alternate for Lt. Governor David Dewhurst; Lita Gonzalez, Alternate for Comptroller Susan Combs. Also in attendance were Lynn Stuck with the Office of the Attorney General, Bond Finance Office staff members and others.
I.
Call to Order

Bob Kline, Executive Director of the Bond Review Board, called the meeting to order at 10:00 a.m. He announced that this was a planning meeting of Board staff to receive and discuss information relative to the application before the Board. No votes would be taken. 
II.
Texas Tech University Lease Purchase of VFD Equipment
Representatives present were Jeremy Dickson, Senior Director for Energy Management, Texas Tech University and Mike Cork, Systems Engineer, ESA Energy Systems Associates, Inc.
Mr. Kline gave a brief summary of the transaction. The Texas Tech University is seeking approval for the lease purchase of Variable Frequency Drives (VFD) for various air handlers and lighting controls at its main campus library to reduce energy consumption. The estimated total purchase price is $600,000 and the University is seeking to finance the purchase and installation of the equipment through the Texas Public Finance Authority’s (TPFA) Master Lease Purchase Program (MLPP) in an amount not to exceed $600,000. 
The project has a payback of 2.6 years, an anticipated life span of 10 years and will be paid for from energy savings. This transaction does not have an energy savings guarantee with a third party. ESA Energy Systems has been contracted to engineer and install the equipment. ESA estimates that the project will save approximately 3.25 million kWH/yr in electricity usage, a savings of $248,360 per year for Texas Tech University.
 John Sneed asked why Tech and the contractor had not agreed to have a guarantee, and aren’t those guarantees required? He also asked if this project was just for the library. Jeremy Dickson commented that Tech has two projects; one which they chose to do a performance contract on and one they chose not to have a performance contract.  He stated that the reason for not having the performance contract on the one project was that it involved 17 buildings and that the performance guarantees would require purchasing and installing a lot of expensive sub-metering. He further stated that the substantial cost of the meters would have a significantly negative impact on the economics of the project. 
Jeremy Dickson also said that this project was not just for the library but has two major parts: part one is for library lighting controls and VFDs and the second part involves VFD for 17 buildings.

Bob Kline asked if the $248,000 in annual savings was based on current energy costs or if prices had been escalated. Michael Cox responded that the savings were calculated in a two-fold manner: the first is based on the existing utility rates that Texas Tech is negotiating at this point, Tech’s experience in dealing with utility providers, and how much Tech expects the power costs to increase. Then an analysis is done based on the equipment’s performance and the efficiency of the equipment, both on the lighting and the VFD. We monitor on site during the spring and fall when the library is fully occupied. Then we break these data down by the power usage and the hours that each piece of equipment is being used and then multiply those figures by the utility costs that Tech is paying now. We project the savings based on that calculation..  This is our 3rd project with Texas Tech. We did a campus-wide lighting project in 2003 and the total savings on that project has been $3 to $4 million.
Bob Kline asked Jeremy Dickson to compare and contrast this transaction with the next one since both are for Tech and both are energy projects.
III. Texas Tech University Lease Purchase Agreement for Energy Efficiency Project

Bob Kline: Texas Tech University is seeking approval for the lease purchase of a guaranteed energy savings program with an estimated total purchase price of $583,643. The University is seeking to finance this project through the Texas Public Finance Authority’s Master Lease Purchase Program in an amount not to exceed $583,648. The project consists of building equipment upgrades that include lighting system improvements and the installation of a 100-ton chiller along with various controls systems on the facility’s cooling towers for a cost not to exceed $583,643. This project is projected to provide the University with an average annual energy savings of $92,580. Johnson Controls will guarantee total savings over the next six year period with annual savings of an amount sufficient to meet the anticipated annual debt-service requirements for the MLLP financing. The third party engineering review required by statute is underway and is expected to be completed prior to the Bond Review Board meeting.
Jeremy Dickson commented on the question of comparing/contrasting of the two projects. This process was our first attempt at a performance contract with a guaranteed energy savings. To be honest we were not familiar enough with this process to utilize it or to commit too much to it yet. We want to work through the process at least once and then understand the ins-and-outs of this process. I cannot really compare and contrast the outcome of these projects yet because I have not seen it. I know what will happen by buying and installing the equipment, and we will measure the savings ourselves. The performance contract contains some fees for measurement and verification that require actual measurements to verify what has been done. This project is for only one building while the other project has 17 buildings. The performance contract project has a lot more noticeable affect in one building than there is on the other project. The other project may involve installing a couple of VFDs in one building. This will not substantially affect the overall utility budget whereas in the performance contract project we are going to try to reduce that single building’s usage by 15 to 20%. This is an isolated building, not on the main campus and separate and apart with separate utilities and meters, all of which has been installed.
IV. Texas Youth Commission (TYC) Lease Purchase Agreement for Energy Efficiency

This transaction is on hold until June.

V.
Texas Higher Education Coordinating Board, State of Texas (General Obligation Bonds) College Student Loan and Refunding Bonds, in One or More Series 2007


The transaction was approved last week as an Exempt Issue.

VI.
Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Summit Point Apartments) Series 2007

This transaction will be heard before the TDHCA board on Thursday, May 10, 2007. This is an exempt issue.

VII. Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Santora Villas) Series 2007

This transaction will be heard before the TDHCA board on Thursday, May 10, 2007. It is an exempt issue.

VIII. No public Comment

IX. Date for next board meeting is May 17, 2007

X. Items for future agenda are:  TSAHC will be filing a multifamily transaction; TPFA (Midwestern State University) TRB project; TPFA General Obligation for $4.5 million; and TDHCA for a Commercial Paper renewal sometime this summer.

XI. Report from Executive Director

1) Staff and the AG’s office have provided Legislative Council with proposed language modifying Chapter 1231 to require BRB approval for TSU-type, off balance sheet transactions.

2) House Bill 2443, the cleanup bill contains our suggestion to remove the requirement for the BFO to deliver the HUB Report to the non-existentexisting Joint Committee on HUB.

3) Matt Pogor from TDHCA will come before the board May 17, 2007 to answer the questions posed earlier regarding present a summary on sub-prime lending and the recurring need for the BRB to waive the requirements of Texas Government Code 2306.142(m).

IV. Adjourn
There being no further business, the meeting was adjourned at 10:34 a.m.

