Minutes

Planning Session 1/8/2008

page -5-


Texas Bond Review Board

Planning Session

Tuesday, January 8, 2008, 10:00 a.m.

Capitol Extension, Room E2.026

1400 N. Congress
Austin, Texas

The Texas Bond Review Board convened a planning session at 10:03 a.m., Tuesday, January 8, 2008, in the Capitol Extension, Room E2.026 in Austin, Texas. Present were Ed Robertson, Chair and Alternate for Governor Rick Perry; Blaine Brunson, 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 10:03 a.m. He announced that this was a planning meeting of Board staff to receive and discuss information relative to the applications before the Board. No votes would be taken. 
II.
Public Comment

There were no public comments. 
III.
Texas Public Finance Authority (TPFA) Stephen F. Austin State University Revenue Financing System Revenue Bonds, Series 2008 
Representatives present were: Kim Edwards, TPFA Executive Director; Judith Porras, TPFA General Counsel; and Danny Gallant, Stephen F. Austin State University.
Mr. Kline provided a brief summary of the proposed project. The Texas Public Finance Authority is seeking authority to issue its TPFA Stephen F. Austin State University (SFA) Revenue Financing System Revenue Bonds, Series 2008 in a par amount of $20,178,000 and not to exceed amount of $22,000,000 including premium, if any. The bonds to be issued are tuition revenue bonds (TRB) that are part of the $31 million in TRB authority approved for SFA during the 79th Legislature and for which funds were appropriated during the 80th Legislature. 
Bond proceeds will be used to finance a portion of the construction costs of SFA’s Education Research Center. The total project cost is estimated to be $28,000,000 of which $20,178,000 will be paid from Series 2008 with the balance to come from a HEF financing to be issued in calendar 2008. 
Mr. Gallant noted that the College of Education is the largest on campus and the Elementary Education Department enrolls over 1/3 in that college. In this initiative, SFA will support the delivery of elementary education, early childhood lab instruction and a charter school. There is a lot of construction activity on campus, and SFA has engaged a management firm to assist in construction assessment, planning and management. 
Five year enrollment figures have increased 1.7% as of the fall of 2007. Admissions standards were raised in the fall of 2003, and after that increase SFA has seen steady incremental growth. As of fall 2007 semester credit hours indicate a five-year increase in enrollment of 3.9%. During that same period, however, elementary education semester credit hours increased approximately 13%. 
Commenting on the Coordinating Board’s condition in its approval regarding the University’s need to show how the surplus will be absorbed before requests for additional space would be approved, Mr. Gallant noted that the estimated space surplus of approximately 14,000 square feet represents 1.5% of SFA’s total space. SFA is very optimistic that enrollment growth will absorb that amount of surplus space.

Ms. Edwards noted that the debt will be structured with level debt service payments and will sell through a competitive sale. TPFA will pre-qualify the debt for bond insurance. If structured with a regular 20-year level debt service payment, a payment would probably not incur in 2008. The University was appropriated about $2.6 million for debt service, and TPFA is talking with its financial advisor about possibly making a principal payment in August to use some of that appropriation to avoid lapsing the funds. Such a payment would lower interest cost in the future. 
IV. 
Texas Public Finance Authority (TPFA) State of Texas General Obligation Commercial Paper Notes, Series 2002A

Representatives present were: Kim Edwards, TPFA Executive Director; Judith Porras, TPFA General Counsel; Barney Schultz, Texas School for the Blind and Visually Impaired; and Robin McKeever, Texas Youth Commission.
Mr. Kline provided a brief overview of the proposed debt. TPFA is seeking approval to issue commercial paper notes under its State of Texas General Obligation Commercial Paper Program, Series 2002A for the Texas School for the Blind and Visually Impaired (TSBVI) for $68,287,208 and the Texas Youth Commission (TYC) for $29,816,016 for a total aggregate amount not to exceed $98,103,224. TSBVI will use the proceeds for a multi-year, multi-phased reconstruction of the 91 year old campus. TSBVI will initiate three projects from September 2007 through May 2008. TYC will use the proceeds for renovation and construction at various sites which include facility repair and renovation, roof repair and replacements, remodeling of dormitories and associated fees. The TSBVI Governing Board authorized the financing on July 23, 2007 and TYC Conservator and Acting Executive Director authorized the financing October 8, 2007. On October 31, 2007 the LBB approved financing for TSBVI in an amount not to exceed $2,004,510 for fiscal year 2008. As of January 3, 2008 the LBB had not approved financing for TYC.
Ms. Edwards noted that the appropriation riders have a new requirement that requires LBB approval of the projects prior to the issuance of debt by TPFA. TPFA has worked with LBB to incorporate that approval into TPFA’s process. The LBB approval has added another level of uncertainty in debt issuance timing. 
The TPFA board authorized bonds or commercial paper. Currently interest rates are very low, and by the time the requests and approvals are obtained, critical mass may be sufficient to make it cost effective to do a fixed-rate debt issuance. Some agencies, because of the nature of the project and past experience, are good at spending money quickly, and such a project is a good candidate for fixed-rate financing. Agencies that have multi-year, multi-phase projects which may draw down slowly are better candidates for commercial paper. There are a couple of refunding opportunities that may also provide another opportunity to combine new money with a refunding and lower the overall issuance cost. 
For this application, TPFA’s Board has authorized the full appropriated amount. TPFA’s preference, for efficiency, would be to have the BRB approve the full appropriated amount contingent on receipt of the LBB approval 
Ms. Gonzalez asked what would happen if TSBVI did not receive full LBB approval. Ms. Edwards responded that LBB requested that TSVBI only request approval for what they are going to spend this fiscal year. Once they draw down that $2 million, TSVBI will then submit another list of projects for the next fiscal year. Those projects will not need to come back to TPFA’s board because it approved the full request. The question is whether or not this Board would like the projects to come back before the BRB. 
Ms. Edward further noted that when they established their CP program in 2001, the BRB wanted TPFA to bring separate applications for each agency’s projects. This requirement is unlike all other commercial paper programs that are handled by other state agencies and universities. TPFA has had to submit separate applications for each agency every biennium. Now that the LBB approval process is in place, it seems duplicative to have both the LBB and BRB approve each project each step of the way. Technically the BRB is not approving the projects, but approving the CP program. This process is not required in BRB rules but was a policy decision made at the time the 2002 CP program was established. 
Ms. Edwards stated that the full authorization of the program is $850 million with the practical capacity of the program limited to the amount of liquidity at $355 million. 
Robin McKeever stated that the TYC application is for a total of $29.8 million from the remaining Prop 8 bonds. The request has two parts. The first part of $9.8 million is for the repair and rehabilitation of existing facilities including utility, road, site work, roof repairs and replacements and rehabilitation of building systems. The second part of the request is for remodeling existing dormitories for smaller populations and is for $20 million. The dorm remodeling project would convert 24 open bay dormitory pots into 16 bed single cell units. This work would occur at 6 locations: Beaumont, Crockett, Edinburg, Giddings, Brownwood and Mart. Several smaller open bay dormitories at Giddings and Beaumont would be converted. 
Ms. McKeever further noted that the remodeling project is an agency priority for achieving key agency reforms. Reducing the size of the large open bay dorms was an important exceptional item for the agency and also supports new staffing ratios and facilities with reduced populations required by SB 103. This is a priority project. The design work is complete and is ready for final contract approvals. Actual work can begin within a few days of funding final approval. 
Mr. Brunson asked how this project would impact capacity and what the reduction in number of spots or beds would be. Ms. McKeever responded that approximately 260 kids will be displaced and that the agency has received appropriation to contract additional bed capacity to absorb that population. Although Ms. McKeever stated she did not have the actual numbers, she believes the institutional population has declined from 5,000 to approximately 2,292. 

V.
Texas Public Finance Authority State of Texas General Obligation Commercial Paper Notes, Series 2008


Representatives present were: Kim Edwards, TPFA Executive Director and Judith Porras, TPFA General Counsel. 
Mr. Kline provided a brief summary of the proposed debt. TPFA is seeking authority to establish the State of Texas General Obligation Commercial Paper Program, Series 2008 (Program) with a maximum authority of $1,000,000,000 pursuant to Texas Constitution Article III, Section 50-g approved by voters November 6, 2007. TPFA further seeks approval for the initial issuance under the Program for the Department of Public Safety (DPS) in an amount not to exceed $200,000,000. DPS will use the proceeds for the Hidalgo County, Rio Grande City and Lubbock regional offices; the emergency vehicle operations course buildings; and crime labs in Abilene, Corpus Christi, El Paso, Tyler, Austin, Houston and Lubbock. The DPS Commission authorized the financing on November 29, 2007, and TPFA Board authorized the DPS debt to be issued as commercial paper or fixed-rate bonds if one or more fixed-rate bond issues are more advantageous to the State than issuance under the Program. At this time TPFA anticipates that the projects will be financed utilizing the CP Program rather than long-term debt. TPFA is not seeking authority for a bond issue under this application. The LBB has not approved financing for the DPS projects as of January 3, 2008. Timing for the receipt of the LBB’s approval letter is undetermined.
Ms. Edwards noted that this is similar to the prior application. TPFA thought it would be cleaner to setup a new CP program for the new constitutional authorization as it is anticipated that at some point the old program will go away. Ms. Edwards noted that they are very early in the process of establishing the program and have used estimates in terms of ongoing costs. The program will operate like the existing program. TPFA has submitted a request to the Comptroller for liquidity. The issue of approving the program or the individual projects separately applies to this program as well. 
Ms. Edwards noted that they are waiting to hear if the Comptroller will be able to provide liquidity for the program. If they are unable to provide it, TPFA would solicit a liquidity provider from banks through an RFP process. 

Ms. Edwards explained that the nominal size of the program is a billion dollars. An issue of that size helps in marketing as investors will see that it is going to be a big program with a lot of paper issued. The practical size of the program will be limited to the size of the liquidity capacity. TPFA has requested liquidity for $300 million.

VI. EXEMPT - Texas State Affordable Housing Corporation Single Family Mortgage Revenue Bonds (Professional Educators Home Loan Program), Series 2008A

The transaction was approved on the exempt track yesterday at 5:00 pm. 
VII.
Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Stony Creek Apartments), Series 2008

This transaction is changing and does not need to come before this Planning Session. 

VII. Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Woodedge Apartments), Series 2008

This transaction is changing and does not need to come before this Planning Session. 

IX. Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Ridge at Willow Brook Apartments), Series 2008

This transaction is changing and does not need to come before this Planning Session. 

X.
Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Aston Brook Apartments), Series 2008
This transaction is changing and does not need to come before this Planning Session. 

XI.
Date for the next Board meeting

The next Board meeting will meet on January 17, 2008.
XII. 
 Items for future agenda 
· TPFA GO 
· TSUS with an RFS  

· TTU with equipment purchases and an RFS
· TxDOT closing in February on its mobility funds.

XIII.
Report from Executive Director 
· We are responding to comments on the Debt Affordability Study. We expect to get the document to the Board today in edited form. Staff is addressing confusion between ratio one and the constitutional debt limit. 
· Legal counsel is reviewing the final draft of the swap advisor RFP. Staff is compiling a list of financial and derivative advisors to add to the RFP distribution list.
· Comments on the recommended rule changes have been received from The University of Texas System.
· The Financial Analyst I position has been posted, and the person will work both on state debt and the PAB program.
XIV.
Adjourn
There being no further business, the meeting was adjourned at 10:50 a.m.

