

Minutes
Texas Bond Review Board
Planning Session
Monday, April 5, 2021, 10:00 a.m.
Room 402 Clements Building
And Videoconference Meeting 
300 W. 15th Street
Austin, TX 78701

The Texas Bond Review Board (BRB) convened in a planning session at 10:00 a.m., Monday, April 5, 2021 via videoconference as authorized under Texas Government Code section 551.127. Present were Brady Franks, Chair and Alternate for Governor Greg Abbott; Bryan Mathew, Alternate for Lieutenant Governor Dan Patrick; and Piper Montemayor, Alternate for Comptroller Glenn Hegar. Also, in attendance were Leslie Brock and David Gordon with the Office of the Attorney General, Bond Finance Office staff members and others.


I. Call to Order

Rob Latsha, Executive Director, called the meeting to order at 10:01 a.m. A quorum was present. He announced that due to Governor Greg Abbott’s March 13, 2020 proclamation of a state of disaster affecting all counties in Texas due to the Coronavirus (COVID-19) and the Governor’s March 16, 2020 suspension of certain provisions of the Texas Open Meetings Act, this meeting will be held by video webinar, as authorized under Texas Government Code section 551.127. No votes would be taken. 


II. Texas Department of Housing and Community Affairs Multifamily Note (Murdeaux Villas) Series 2021

Representative present was Teresa Morales, Director of Multifamily Bonds, TDHCA. 

[bookmark: _Hlk36133058][bookmark: _Hlk36133127][bookmark: _Hlk57119646]The Department has submitted an application to issue its Multifamily Note (Murdeaux Villas) Series 2021 (the Note) in a maximum par amount and maximum total proceeds amount not to exceed $35,000,000 including premiums, if any. The total cost for the project is estimated to be $51,409,281 to be funded from a combination of sources including proceeds from a tax-exempt Freddie Mac Tax Exempt Loan (TEL) Delegated Underwriting for Targeted Affordable Housing loan, low-income housing tax credits, a deferred developer fee, and cash flow from the Property’s occupied units.

The proceeds of the Note will be used for the acquisition and rehabilitation of Murdeaux Villas, built in 2004 in Dallas as a residential rental property serving the general population.

The Note will be issued pursuant to Chapter 2306 of the Texas Government Code.

The TDHCA Board is expected to approve the final resolution for the issuance of the Note at its April 8, 2021 Board meeting.

The Private Activity Bond (PAB) certificate of reservation was issued to TDHCA on January 28, 2021 in the amount of $35,000,000 and expires on July 27, 2021.

The tax-exempt Series 2021 Note will be unrated, fixed-rate, self-supporting, revenue debt with an average life of 16.285 years, a 17-year term, and 40-year amortization with a final maturity and balloon payment due on November 1, 2040. 

The Department will issue the Note in the amount of $35,000,000; the Note will be initially purchased by IBC Bank, who will be serving as construction lender. IBC Bank will acquire the loan and the Department’s related multifamily Note at closing, which will be used to fund a tax-exempt, interim construction loan that will carry an expected interest rate of 4.75% (NY Prime + 1.0%). 

[bookmark: _Hlk23855452]TDHCA is acting as a conduit issuer for this transaction, and as such, the Note does not constitute an obligation, debt or liability of the state of Texas, or a pledge or loan of faith, credit or taxing power of the state of Texas. The Note is a special limited obligation payable from revenues earned from the mortgage loan, and earnings derived from amounts on deposit in an investment agreement.

The total cost of issuance, including underwriters’ spread, is anticipated to be $1,466,295 or $41.89 per $1,000. 

[bookmark: _Hlk67411001]There are 10 existing affordable properties within the primary market area (PMA). TDHCA staff stated that the market study provided for this project does not include property construction years or the number of units at each property, or the total number of units. One property in the PMA, Ventura at Hickory Tree, was approved in 2019 and is currently under construction. Per the market analyst, affordable properties within the PMA average 90% occupancy.

The Department has underwritten the project with a pro forma average rent of $892 and occupancy of 92.5%. As of July 31, 2020, the Property was 77.1% occupied.

Murdeaux Villas is not currently exempt from paying property taxes. The most recent annual property tax bill was $179,930 for Tax Year 2019.  The Borrower anticipates a full property tax exemption facilitated by ground lease of the site from the General Partner.  Without the tax exemptions, debt coverage would drop to 0.90 and the development would be infeasible.

The Department conducted the TEFRA hearing for the proposed development via telephone on November 30, 2020, in accordance with recent published guidance by the IRS. The Department has received no letters of support or opposition for this development.

[bookmark: _Hlk45707331]Teresa Morales presented some of the complexities of this transaction and answered questions from the Board. 


III. Texas Department of Housing and Community Affairs Multifamily Housing Revenue Bonds (Corona Del Valle) Series 2021

Representative present was Teresa Morales, Director of Multifamily Bonds, TDHCA. 

The Department submitted an application to issue its Multifamily Housing Revenue Bonds (Corona Del Valle Apartments) Series 2021 in a maximum par amount and a maximum total proceeds amount not to exceed $8,500,000 including premiums, if any. Total cost of the project is expected to be $18,834,898 and will be funded from a combination of sources including proceeds of tax-exempt bonds, the sale of housing tax credits, a taxable Federal Housing Administration (FHA) mortgage loan, net operating income and a deferred developer fee.

The proceeds of the bonds will be used for the acquisition and rehabilitation of an existing 101-unit multifamily residential rental development.

The bonds will be issued pursuant to Chapter 1371 and Chapter 2306 of the Texas Government Code. 

The Private Activity Bond (PAB) certificate of reservation was issued to TDHCA on January 11, 2021 and expires on July 10, 2021.

The TDHCA Board is expected to approve the final resolution for the bond issuance at its April 8, 2021 meeting. 

[bookmark: _Hlk497312570][bookmark: _Hlk60137689]Per TDHCA staff, the US Department of Housing and Urban Development (HUD) has indicated that it expects to issue a commitment for the permanent loan in early May. The HUD application was submitted in early March. As with Fannie and Freddie transactions, the Department bases its underwriting and Board approval off the lender term sheet included as part of the TDHCA application.  

This transaction involves an FHA 221(d)(4) loan originated and underwritten by Lument Capital. The Borrower will use the proceeds from the Series 2021 bonds for site purchase and rehabilitation which is expected to last no more than 12 months. The bonds will be sold through a negotiated sale and structured as short-term, tax-exempt, fixed-rate debt. As bond proceeds are drawn down, the proceeds from the FHA loan will simultaneously be drawn and placed in the collateral fund such that the bonds will be fully cash-collateralized throughout the construction period.

TDHCA is acting as a conduit issuer for this transaction and as such the bonds do not constitute an obligation, debt or liability of the state of Texas, or a pledge or loan of faith, credit or taxing power of the state of Texas. The bonds are special limited obligations payable from revenues earned from the mortgage loan, earnings derived from amounts on deposit in an investment agreement, and payments from the credit provider. 

The anticipated closing date is June 24, 2021. The bonds are expected to be rated Aaa by Moody’s. The total cost of issuance, including underwriters’ spread, is anticipated to be $604,460 or $71.11per $1,000. 

In accordance with recent published guidance by the IRS, a telephonic hearing was held on March 11, 2021. The Department has received three letters of support for the proposed development from State Senator for District 29, José Rodriguez, State Representative for District 78, Joe Moody, and City Councilman for District 1, Peter Svarzbein. The Department has received no letters of opposition for the proposed development.

A 2,500-gallon gasoline aboveground storage tank (AST) and a 3,000 gallon diesel AST were found on the east adjacent property occupied by Rudolph Chevrolet, approximately 190 feet from the eastern property boundary. The potential blast zone for these tanks contains the two easternmost residential buildings. Therefore, the current site plan is not sufficient mitigation for the explosive hazard.

Teresa Morales answered questions from the Board. 


IV. EXEMPT – Texas State Affordable Housing Corporation Multifamily Housing Revenue Note (Marshall Apartments) Series 2021

Representative present was David Danenfelzer, Senior Director, TSAHC. 

[bookmark: _Hlk66689980]In December 2021, BRB staff received an exempt application from TSAHC for the Marshall Apartments project. On January 13, 2021, TSAHC formally withdrew its application because TSAHC learned that the City of Austin had not approved an extension for one of the conditions under the land use restriction agreement (LURA). As a result, TSAHC could not close prior to the Private Activity Bond (PAB) closing deadline of February 13, 2021. 

A new PAB reservation for this project was granted on March 3, 2021 with a closing deadline of August 30, 2021. TSAHC confirmed that all approvals needed from the City of Austin were received in March and expects to close on the bonds on or around April 9, 2021.  

[bookmark: _Hlk523391127]TSAHC is seeking approval for the issuance of its Texas State Affordable Housing Corporation Multifamily Housing Revenue Note (Marshall Apartments) Series 2021 (the Note) in a maximum par amount and a maximum total proceeds amount of $16,500,000 including premiums, if any. 

The proposed acquisition and rehabilitation of Marshall Apartments has a total budget of approximately $23,366,421. The proceeds of the Note will be used for the acquisition, rehabilitation, and equipping of an existing qualified residential rental project known as Marshall Apartments.

TSAHC will issue the Note pursuant to Texas Government Code Subchapter Y, Sections 2306.553, 2306.555 and 2306.565, as amended.

The TSAHC Board approved the final resolution for the Note at its meeting on December 16, 2020. 

The new PAB reservation was issued to TSAHC on March 3, 2021 and expires on August 30, 2021. 

The TDHCA Board approved the housing tax credits at its Board meeting held on December 10, 2020.  

The Note will be privately placed as self-supporting, unrated, tax-exempt, fixed-rate debt with an estimated interest rate of 4.22%, 17-year term, average life of 15.24 years, amortization of 40 years with a balloon payment and a final maturity date of April 1, 2038.

TSAHC is acting as a conduit issuer and as such the Note does not constitute an obligation, debt or liability of the State of Texas, or a pledge or loan of faith, credit, or taxing power of the State of Texas. 

The total cost of issuance, including underwriters’ spread, is anticipated to be $677,340 or $41.05 per $1,000.

In accordance with Revenue Procedure 2020-21, issued by the Internal Revenue Service specifically considering the coronavirus disease pandemic, the Corporation conducted the TEFRA hearing for the Property via RingCentral on September 10, 2020. Approximately seven individuals were in attendance, one of whom was a representative of TSAHC. No one in attendance chose to provide public comments on the record. 

TSAHC received two letters of support for the Property, from the Austin Chamber of Commerce and the Housing Authority of the City of Austin. No letters of opposition were received.

This transaction was submitted on the BRB EXEMPT track, and the 6-day review period will expire on Monday, April 5, 2021.    


V. Public Comment

There were no public comments.


VI. Date for Next Board Meeting

The next Board Meeting is scheduled for Thursday, April 15, 2021 at 10am. 


VII. Items for Future Agendas

A list of future agenda items was distributed to each member of the Board. 


VIII. Report from the Executive Director
· The BRB has received approximately 1,221 local debt issuances for processing during fiscal year 2021. This is a 12% increase (128 transactions) from the amount of local debt issuances received during this time last year.  
· Board members have received BRB staff’s most recent 87th Legislature bill summary tracking spreadsheet.
· The Governmental Accounting Standards Board (GASB) has requested an interview with BRB staff regarding potential disclosures on risks and uncertainties.
· [bookmark: _Hlk62109819]Staff plans to release the state debt outstanding totals as of February 28, 2021 in mid-April. 


IX. Adjourn

There being no further business, the planning session was adjourned at 10:29 a.m.
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