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Texas Bond Review Board

Planning Session

Wednesday, June 20, 2007, 10:00 a.m.

Capitol Extension, Room E2.026
1400 N. Congress
Austin, Texas

The Texas Bond Review Board convened a planning session at 10:00 a.m., Wednesday, June 20, 2007, in the Capitol Extension, Room E2.026 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 10:05 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 Youth Commission (TYC) Lease Purchase Agreement for Energy Efficiency Project
Representatives present from TYC were: Robin McKeever, Chief Financial Officer; Art Hinojosa, Director of the Maintenance and Operations Department; Wade Phillips, Deputy General Counsel; Riede Myrick, Manager of Budget Monitoring and Control; and Janie Ramirez-Duarte, Acting Budget Director. 
Representatives present from TAC Americas were Kevin Vaughn and Vince Zubicek. Eddy Trevino was in attendance representing the State Energy Conservation Office.
Bob Kline gave a brief summary of the issue. The TYC is seeking approval for the lease purchase of a guaranteed energy savings program with an estimated total purchase price of $5,721,631 that will cover Phase 1 of a planned two-phase energy savings program. TYC is seeking to finance through the Texas Public Finance Authority (TPFA) Master Lease Purchase program. The annual savings is projected to be $686,525 and TAC Americas guarantees that TYC will save $583,318 annually or the annual debt service, whichever is less.
TYC has developed a plan with TAC Americas to reduce the amount of energy and water usage at the following TYC facilities: Corsicana Residential Treatment Center, Crockett State School, Gainesville State School, Giddings State School and the Ron Jackson State Juvenile Correctional Complex in Brownwood.
Per the draft contract, TAC will charge an annual Performance Assurance Support Services (PASS) fee set at $98,829 for years one and two and will be adjusted for changes in the Consumer Price Index (CPI) for Dallas/Fort Worth area. The draft contract contains a provision that cumulates unpaid PASS fees for payment in later years. 
Ms. McKeever explained that there have been significant changes to the project since October. Due to Legislative reforms in Senate Bill 103 and appropriation decisions in House Bill 1, the bed capacity would be reduced from about 5,000 to 3,100 beds and result in the closure of some facilities. Rider 24 requires the closure of the San Saba and Marlin facilities no later than March 1, 2008. She noted that none of the facilities in this project are under consideration for closure. The selection of the five facilities in this request was prioritized based on the highest need for repair and rehabilitation  
Mr. Kline asked Kevin Vaughn, representative from TAC America, to explain the PASS fee, how it is computed and if it was a typical part of TAC projects that have been approved by board in the past. Mr. Vaughn explained that the PASS fee is a typical part of this type of project. It is not included in the financing thru TPFA but is paid annually outside of the TPFA debt service payments based upon achieved savings. Computation of the fee is based on the services provided, including the measurement of savings, documentation and quarterly reporting to the agency. There is an annual true-up between the agency and TAC. If there is an annual shortfall of debt service from the energy savings, TAC writes a check. Ongoing support services are provided that include regular training, 24/7 technical support for operating the equipment that has been installed as well as ongoing technical support for energy efficiency operations. The comprehensive program is a part of TAC’s approach to performance contracts that ensures the savings will continue to accrue to the agency for the term of the contract. The actual PASS fee is based on a certain number of hours of TAC support to the agency.
Mr. Vaughn explained that the number of hours used to compute the PASS fee is dependent on the number of sites and the number of meters that are being tracked and whether they are measuring gas, water or electric service. The savings are calculated from each of those meters. The TYC program specifically involves five locations spread across Texas. Each site typically has at least one gas, one water and one electric meter. Mr. Zubicek noted that some of the sites have multiple buildings with a meter per building instead of per site. In general terms, Corsicana and Crockett have approximately 30 meters at each site.

Mr. Vaughn outlined that the level of effort by TAC does not change from year one to year fifteen. It takes the same amount of effort to monitor the meters each year, and TAC has found through experience that it takes constant vigilance to ensure that the site is being operated at its maximum efficiency. As an example, TAC will be remotely tracking the operation of the equipment at each of these sites. If a building is being operated outside of the agreed upon schedule, TAC staff will call the site for an explanation of the variance. Such monitoring ensures that savings continue through the term of the contract. The increase in the PASS fee over the fifteen year period is due to a projection on the CPI, based on hours and wages. We anticipate some increase in TAC salaries because of CPI based solely on a projection of CPI, i.e., increases of wages across the U.S. economy.

Ms. McKeever noted that the agency expects to use the projected savings to fund other building repairs and rehabilitation needs within TYC’s appropriation authority. TYC has not identified specific projects at this time but would expect to do so within three months now.

Upon request by Mr. Sneed, Mr. Vaughn clarified that TAC can recoup PASS fees in future years for years in which the savings were not sufficient to claim the entire PASS fee. The PASS fees are paid out of energy savings in addition to debt service. TAC monitors the meters, the utility bills as well as the operating efficiency of key pieces of equipment such as fans, boilers, air handler units and chillers.
Ms. McKeever pointed out that at any point the agency can sever the agreement for the support services and the fee. Ms. Montemayor clarified that that if the agency cancels the PASS, TAC reserves the right to cancel the guarantee.
Discussion ensued about whether or not the agreement provides for modification of the PASS fee and guarantee if a facility is closed or transferred to another agency. Mr. Vaughn noted that the measurement verification plan allows the guarantee to be adjusted if a facility was closed. Ms. Gonzales noted that the MLPP debt would still be outstanding if a facility was closed or transferred. Ms. McKeever stated that the only reassurance that the agency can give on that point is that the agency is not aware of any discussions related to closure of any of the subject facilities. 

Mr. Vaughn outlined that if a facility was transferred to another state agency such as TDCJ, the guarantee and the PASS agreement with TYC would be adjusted to reflect four sites instead of five. At that point debt service for the transferred facility may be the responsibility of the receiving agency, and there would be no reason for canceling the contract or guarantee for the four remaining sites. Discussion ensued about whether the energy savings of the transferred facility could be realized with different facility operations, and how the associated debt service would be paid. 
Ms. Gonzalez requested the cash flow analysis on prior approved energy projects. Staff committed to provide cash flow analysis for the four conservation contracts approved within the fiscal year. 
III. Exempt: Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Windshire Apartments) Series 2007
This transaction is on the exempt track with the four day review ending on June 21, 2007

IV. Exempt: Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Costa Rialto) Series 2007

This transaction will go before the TDHCA Board on July 12, 2007.

V. Exempt: The Texas A&M University System Revenue Financing  System Note (2007 TIPS Project)

This project was approved June 14th on the Exempt track.

VI. Public comments

No public comments were made.

VII. Date for next Board Meeting 
The next meeting is scheduled for June 27, 2007 at 1:30 pm

VIII. Items for future agenda  

For the July meeting:

1)  TPFA transaction of $4.5 M Commercial Paper (Camp Mabry buildings)
2)  TPFA transaction of $33 M (Midwestern State University) TRB project 

3)  TPFA transaction of $242 M Series 1997 GO Refunding Bonds
4)  TSAHC transaction of $100 M for Single Family Mortgage Revenue Refunding Bonds 
5)  TSACH transaction of $25 M (Professional Educators Program)

6)  TxDOT transaction (State Highway Fund) 
TxDOT is evaluating the refunding of Central Texas Turnpike Bonds and may bring that transaction to the Board in July or September.

IX. Report from Executive Director
1)  SB1332 was signed into law on Saturday, June 16, 2007.
2)  I have asked Rob Latsha to create a report for the Board on the PAB Program with an overview and discussion of the impact of the rules on the various subceilings. This report will be due the first week of January.
3)  BRB this fall will begin the review of the rules for the PAB and the BRB.

4)  BRB staff has been in touch with the financial staff of TTU and San Angelo State regarding the San Angelo State University transfer to TTU. The parties have not yet agreed on the process for the transfer. 
5)  TxDOT will present at an upcoming meeting the results of the Texas Transportation Commission’s decisions regarding the Board’s recommendations for the TTC PAB program.
6)  Performance evaluation forms for the Executive Director have been sent to the Board for discussion at the July 19th meeting.
X.
Adjourn
There being no further business, the meeting was adjourned at 11:15 a.m.

