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Minutes

Texas Bond Review Board

Thursday, October 19, 2000, 10:00 a.m.

Capitol Extension, Room E2.028

1400 North Congress

Austin, Texas

The Texas Bond Review Board convened in a regular meeting at 10:00 a.m., Thursday, October 19, 2000, in Room E2.028 of the Capitol Extension in Austin, Texas.  Present were: Wayne Roberts, Alternate for Governor George Bush; Brian Guthrie, Alternate for Lt. Governor Rick Perry; Leslie Lemon, Alternate for Speaker Pete Laney; and Lita Gonzalez, Alternate for Comptroller Carole Keeton Rylander.  Also in attendance were Jim Thomassen with the Office of Attorney General, Bond Finance Office staff members and others.

Wayne Roberts, as Chair, called the meeting to order at 10:08 a.m.  A quorum was present.  A copy of the agenda is attached to these minutes.

Following the typographical correction of a property appraisal amount, upon motion by Lita Gonzalez and second by Wayne Roberts, minutes for the meeting that was held on September 21, 2000, were approved.  

Mr. Roberts announced that the agenda item listed for the Texas State Affordable Housing Corporation would not be considered, as the application had been withdrawn.  Hearing no objection, the agenda order for remaining items was adjusted by Mr. Roberts.

A summary of each application was presented by Patrick Krishock, Director of Operations for the Bond Review Board, followed by discussion and consideration by the Alternates.

Texas Department of Housing and Community Affairs (TDHCA) — Multifamily Housing Revenue Bonds (GreenBridge at Buckingham Apartments)

Representatives present were: Brent Stewart, Director of Multifamily Finance; Robert Onion, Multifamily Loan Officer; Stephen Apple, Multifamily Loan Analyst; Gary Machak with Dain Rauscher, Inc., financial advisor; and Elizabeth Rippy with Vinson & Elkins, L.L.P., bond counsel.

The TDHCA requested approval for the issuance of qualified 501(c)(3) multifamily mortgage revenue bonds in an amount not to exceed $20,085,000.

The proceeds of the bonds would be used to fund a permanent nonrecourse mortgage loan to GreenBridge at Buckingham LLC, to provide for acquisition, construction and long-term financing of a new 242-unit multifamily residential rental project located in Dallas. The mortgage loan will be assigned to the Trustee.  Both the tax-exempt and taxable bonds will be secured by a first lien on the project.

The proposed bonds would be privately placed and issued as two fixed-rate series.  The tax-exempt bonds, Series 2000A ($19,735,000), would be purchased by Charter Mac Equity Issue Trust.  Charter Municipal Mortgage Acceptance Company would purchase the taxable bonds, Series 2000B ($350,000). The bonds would be unrated with no credit enhancement.

The Area Median Family Income (AMFI) for the Dallas MSA is $60,800. The project would include set-aside units and rent caps to ensure availability for very low- to moderate-income individuals and families.  Twenty percent of the units (48 units) would be set-aside for persons or families earning not more than 50 percent of the AMFI (very low-income). Seventy-five percent of the units (182 units) would be set-aside for persons or families earning not more than 80 percent of the AMFI (low-income). One hundred percent of the units (242 units) would be set-aside for persons or families earning not more than 140 percent of the AMFI.  Five percent of the units (12 units) would be set-aside on a priority basis for persons with special needs.  
Rental rates on the low- and very low-income set-aside units would be restricted to a maximum rent that would not exceed 30 percent of income, adjusted for family size, of the AMFI. 

The TDHCA would act as a conduit issuer for the transaction and as such, the bonds are not an obligation, debt or liability of the state of Texas.  The bonds are special limited obligations payable only from the rental revenues of the project.

A tenant services plan that conforms to TDHCA’s guidelines is required to be submitted at closing. A TEFRA hearing was held on April 10, 2000, there was no opposition to the proposed project.

It was noted that the GreenBridge Development Corporation is the developer of the Williams Run Project that was approved by the Bond Review Board on September 21.  There are no outstanding compliance issues for GreenBridge.

Stephen Apple confirmed that the TDHCA’s original application had omitted a statement that 100 of the units in the project would be set aside for elderly tenants. Zoning had been requested for housing for elderly tenants only.  Tenant services would be tailored for older residents.  There would be links to community services, such as Meals on Wheels, senior activity centers, and medical transportation.  

Mr. Guthrie posed questions to staff of the TDHCA and Ms. McGuire related to the Williams Run Apartments.  The TDHCA’s application for the Williams Run project was approved by the Bond Review Board on September 21, 2000.  The GreenBridge Development Corporation would be the new owner of the Williams Run complex and some unhappy residents had contacted the Bond Review Board.  

Prior to closing of the purchase by GreenBridge, 40 percent of the units must be rented to tenants with income at or below 60 percent of AMFI.  In order to meet the required income level criteria for tenants, some residents had been notified that their leases would not be renewed and that they would need to vacate.  Ms. McGuire stated that a meeting with the tenants, Hal Barker and Ted Barker, had taken place in Senator David Cain’s office in Dallas on October 13.  It was Ms. McGuire’s belief that the Barker brothers were the only dissatisfied residents and that all other tenants had no objection to the planned acquisition by GreenBridge. She said the Barkers would not be asked to move and she thought that the Barkers did not wish to live with low income neighbors and that they wanted some type of assistance with moving.  

Ms. McGuire explained that there were not as many tenants that were below 60 percent of the AMFI as originally thought.  Under current ownership, the property was not income restricted, and many of the applications on file for current tenants were 5 to 6 years old.  Income levels had changed and review of new information was not yet complete.  It was believed that 26 tenants would be asked to move.  

Mr. Guthrie noted that the communication from Hal and Ted Barker had centered on lack of appropriate notice of the public hearing.  In addition, it had been alleged that, during the meeting in Senator Cain’s office, TDHCA staff had promised to hold a second hearing that did not take place.

The Barkers had complained that the TDHCA had waived the requirement for notice of the hearing to be posted on the property.  

Mr. Onion responded that notice of the TEFRA hearing had been published in the newspaper and letters were sent to state representatives and to Senator Cain.  State and federal law does not require signage at the property.  If the property is vacant land, the TDHCA asks developers to put up a sign.

Ms. Gonzalez observed that it would be beneficial to make efforts to ensure that tenants who would be impacted by the transaction would receive notice through signage or a letter.  

Ms. Lemon asked what procedures were in place at the TDHCA for such notice, other than that published in the newspaper. She asked if TDHCA could coordinate with both the developer and the current owner to communicate.

Mr. Onion said there were no procedures in place. The only known direct notice had taken place in September, 2000 for the Honey Creek Apartments. 

Mr. Onion noted that the TDHCA works with the new developer and does not usually work with the current owner.  

It had been confirmed that the current owner of the Williams Run property sent out erroneous notices requesting tenants to provide information about their employment and income.  
Mr. Onion reiterated that the TDHCA is not required by law to post notice other than in the newspaper and at the public library.  He said the agency had not faced such questions before.  

Mr. Roberts acknowledged that the real estate transaction was a private sale, but he asked if there were different rules if the sale was being made for a public purpose?

Ms. Rippy stated that certain requirements did have to be met and that the TDHCA was in compliance.  

Mr. Roberts noted that, although it did appear that the TDHCA and the developer had followed the law, the Governor’s Office would encourage more open communication in the future.

Ms. Lemon accepted Mr. Onion’s statement that the acquisition that caused displacement was “new territory” with the recommendation that the board of TDHCA should discuss and consider currently active properties as compared to new construction.  

Ms. Lemon asked that an update on prior 501(c)(3) transactions be provided by the TDHCA, to include details on condition of the property and actual tenant services that are being provided.  

Ms. McGuire offered a correction to her previous comments regarding the number of tenants that would receive non-renewal notices.  Twenty-six tenants would be asked to move by November 30.  An unknown number of others would be receiving 30-day or 60-day non-renewal notices between November 1, 2000, and August 31, 2001. 

Ms. Lemon asked how the Bond Review Board might obtain better information on tenant impact in future transactions.  Mr. Onion noted that current owners are reluctant to notify their tenants or provide information on profiles until funding for the transactions have been approved.  

In addition, Ms. Lemon asked whether the current owners were giving a good estimate on the number of tenants to be impacted over the next 10 months.  Ms. McGuire stated that the information was good, although some data was outdated.  Some tenants had signed a lease in August and now wanted to terminate the lease due to the change in tenant income levels.

Mr. Roberts received confirmation that a meeting that would be held at Williams Run on October 21 had been well-posted.  Ms. McGuire said tenants who had received non-renewal notices had been called, notices had been placed in all mailboxes, posted in the mailbox area and other visible locations.  She planned to try to give tenants full information and would make efforts to be flexible and still meet the planned closing date.  Tenants interested in moving to the sister property would be offered one month free rent, no processing fee, and assistance with moving, or cash for moving if necessary.  She confirmed that the sister property was not in the immediate area.  Ms. McGuire also expected to call other apartment complexes to help tenants locate comparable apartments. 

UPON MOTION BY WAYNE ROBERTS AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE BY THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS MULTIFAMILY MORTGAGE REVENUE BONDS (GREENBRIDGE AT BUCKINGHAM APARTMENTS PROJECT), SERIES 2000A AND TAXABLE SERIES 2000B IN AN AGGREGATE AMOUNT NOT TO EXCEED $20,085,000, AS OUTLINED IN THE APPLICATION DATED OCTOBER 3, 2000, AND AMENDED OCTOBER 9, 2000.
Texas Department of Housing and Community Affairs (TDHCA) — Multifamily Housing Mortgage Revenue Bonds, Series 2000A and 2000B and Taxable Series 2000C (C) (Collingham Park Apartments)

Representatives present were: Brent Stewart, Director of Multifamily Finance; Robert Onion, Multifamily Loan Officer; Stephen Apple, Multifamily Loan Analyst; Gary Machak with Dain Rauscher, Inc., financial advisor; and Elizabeth Rippy with Vinson & Elkins, L.L.P., bond counsel.

The TDHCA requested approval for the issuance of Multifamily Mortgage Revenue Bonds, Series 2000A, B and C (Collingham Park Apartments) in an aggregate amount not to exceed $13,500,000. The request for Series 2000A was revised to $10,400,000 (compared to $10,115,000 in the original application) and $2,350,000 in Series 2000B(compared to $2,635,000). The TDHCA revised the issue redemption dates and debt service schedules for series A and B accordingly.

Mr. Onion said the bonds had been approved by the board of the TDHCA on October 13.  The current rate on the tax-exempt bonds was 6.72 percent and 7.72 percent on the taxable bonds.

UPON MOTION BY LITA GONZALEZ AND SECOND BY BRIAN GUTHRIE, THE TEXAS BONDS REVIEW BOARD APROVED  THE ISSUANCE BY THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS MULTIFAMILY MORTGAGE REVENUE BONDS (COLLINGHAM PARK PROJECT), SERIES 2000A AND 2000B AND TAXABLE SERIES 2000C IN AN AGGREGATE AMOUNT NOT TO EXCEED $13,500,000, AS OUTLINED IN THE APPLICATION DATED OCTOBER 3, 2000, AS SUPPLEMENTED OCTOBER 9, 2000 AND AMENDED OCTOBER 9, AND OCTOBER 17, 2000.

Ms. Gonzalez referred to the difference in amounts for the two TDHCA issues for a similar number of apartment units.  Mr. Onion explained that the majority of the difference was due to the appraisal range between new construction and the higher construction costs related to code requirements.  

Texas Water Development Board (TWDB)  — lease purchase of drilling equipment

Representatives present were: Janice Hopkins, Chief of Groundwater Section and Dave Mitamura, Accounting.

The Texas Water Development Board requested approval for the lease purchase of a truck-mounted drilling rig.  The estimated purchase price of the drill was $450,000. 

The selected drilling rig would be capable of mud-rotary and air drilling to depths of at least 2,500 feet to conduct hydrogeological studies in nine aquifers  throughout  the state.  The test drilling yields data on available water resources.  From one to 44 holes are drilled per testing project, with 80 projects having been completed over the past nine years.  

The TWDB proposed to finance the acquisition for an estimated total amount of $525,160 for five years through the state’s Master Lease Purchase Program (MLPP). The lease-purchase payments would be covered by appropriated receipts funding that is identified in the TWDB's legislative appropriations request for the 2002-2003 biennium.


Negotiations were underway with the San Antonio Water System (SAWS).  The SAWS would offer a new contract if the TWDB acquires a deeper drilling rig. The TWDB studies have indicated that there is 100 square miles more water than was originally projected. The revenues generated from the contract would pay for the new rig over the next five years.   The TWDB planned to execute the contract with SAWS prior to the execution of the contract for the lease purchase of the rig. The proposed funding would enable the TWDB to accomplish cost recovery for the self-supported equipment.

Mr. Guthrie received confirmation that the TWDB had requested appropriated receipts in its legislative appropriations request for the next biennium.  

In response to questions, Mr. Mitamura explained that the services provided by the drilling rig were specialized and both the state and the agency benefit from the data that is collected.  Outsourcing would not be a viable option.  It was preferable to acquire the rig through lease purchase, as opposed to outright purchase.  The financing would enable cost recovery and payment with the contract funds over time.  Approval early in the fiscal year would allow time to finalize the SAWS contract, get the rig on order for manufacture and receive it just before the end of the year.  The deeper drill will enable the TWDB to test for more water.  

Ms. Lemon noted that there was still an additional cost of 15 percent associated with financing the transaction, in spite of “cost recovery” mechanisms.  She was told that the TWDB did not have $450,000 to purchase the rig outright.  

Mr. Mitamura referred to accounting difficulties related to cost recovery, noting that the TWDB can only purchase one drill bit at a time, instead of buying items in larger quantities at a lower cost per item.  

Mr. Roberts agreed to support legislative efforts toward more efficiency in cost recovery.

UPON MOTION BY WAYNE ROBERTS AND SECOND BY BRIAN GUTHRIE, THE TEXAS BOND REVIEW BOARD APPROVED THE LEASE PURCHASE BY THE TEXAS WATER DEVELOPMENT BOARD OF A TRUCK-MOUNTED DRILLING RIG AS DESCRIBED IN THE APPLICATION DATED OCTOBER 3, 2000, AND SUPPLEMENTED OCTOBER 10, 2000, WITH AN ESTIMATED AMOUNT NOT TO EXCEED $450,000, WITH FINANCING TO BE PROVIDED THROUGH THE TEXAS PUBLIC FINANCE AUTHORITY’S MASTER LEASE PURCHASE PROGRAM.

Texas Water Development Board (TWDB) — Water Financial Assistance Bonds, Series 2000A, B, and C

Representatives had been notified that the Board had no additional questions regarding the application, therefore staff was not in attendance.  

The Texas Water Development Board requested approval of Water Financial Assistance Bonds, Series 2000A, B, and C in an amount not to exceed $130 million.

The proceeds of the series 2000A ($60,000,000) and 2000C ($50,000,000) bonds would be used to provide financial assistance to political subdivisions for water supply, water quality enhancement, and flood control purposes, for transfers to any state revolving fund administered by the TWDB, and to pay costs of issuance. The proceeds of the Series 2000B ($20,000,000) bonds would be used to provide financial assistance to political subdivisions for state participation projects and pay costs of issuance. The Series 2000 C bonds would be issued expressly for use by the Lavaca Navidad River Authority. Should the Authority determine that it would not require the funds, the TWDB may not issue this series.

The Texas Water Development Fund II provides loans to eligible applicants for the construction of local or regional water supply, wastewater treatment, flood control, and municipal solid waste management projects.   This includes facilities such as water wells, transmission mains, storage tanks, and water and sewage treatment plants.
The proposed bonds would be sold on a negotiated basis as tax-exempt, fixed-rate securities with a final maturity in 2035.  The expected date of sale was November 16, with closing on December 14, 2000. The bonds would be a general obligation of the state of Texas.  As such, the state’s full faith and credit are pledged to repayment of the bonds.  The Series 2000A and 2000C bonds were projected to be self supporting, to the extent that all income from invested funds and income received from interest and principal collected from loans made under the various programs would be used to pay debt service on the bonds. The Series 2000B bonds would result in draws on the state’s General Revenue Fund.

Consultants for the proposed issue were: First Southwest Company, financial advisor; McCall, Parkhurst & Horton, L.L.P., co-bond counsel; Wickliff & Hall, P.C., co-bond counsel; Chase Securities of Texas, Inc., senior managing underwriter; and Winstead Sechrest & Minick, P.C., underwriter’s counsel.

UPON MOTION BY BRIAN GUTHRIE AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE BY THE TEXAS WATER DEVELOPMENT BOARD OF STATE OF TEXAS WATER FINANCIAL ASSISTANCE BONDS, SERIES 2000A, 2000B, AND 2000C IN MULTIPLE INSTALLMENTS IN AN AGGREGATE AMOUNT NOT TO EXCEED $130,000,000, WITH COSTS OF ISSUANCE NOT TO EXCEED AN AGGREGATE AMOUNT OF $204,100 AND UNDERWRITERS’ SPREAD NOT TO EXCEED $6.35 PER $1,000, AS OUTLINED IN THE APPLICATION DATED OCTOBER 3, 2000, AND SUPPLEMENTED OCTOBER 12, 2000.

Texas Veterans Land Board (VLB) — Veterans’ Land Refunding Bonds, Taxable Series 2000B

Representatives had been notified that the Board had no additional questions regarding the application, therefore staff was not in attendance.  

The Texas Veterans’ Land Board (VLB) requested approval for the issuance of State of Texas Veterans’ Land Refunding Bonds, Taxable Series 2000B in an amount not to exceed $39,960,000.

The proceeds of the bond issuance would refund Veterans' Land Board Series 1990 bonds. In order to maximize the potential savings from the transaction, the VLB seeks Board approval to issue either variable-rate or fixed-rate refunding bonds.  

The bonds will be sold on a negotiated basis as taxable, variable, or fixed-rate securities with a final maturity in 2020. The expected date of sale, subject to market conditions, would be November 1 with closing on November 15, 2000.

The bonds will be general obligations of the State of Texas; therefore, the full faith and credit of the State are irrevocably pledged for the payment of principal and interest on the Bonds.  To the extent that there are not sufficient monies in the Veterans’ Land Fund, money is appropriated by the Constitution, in an amount sufficient to pay the principal and interest on such general obligations that mature or become due during that fiscal year.  No appropriations have ever been required to pay the debt service on VLB bonds.  The primary source of repayment is from installment land sale payments, and the secondary source of repayment is from investment earnings.

Consultants for the proposed issue were: Akin, Gump, Strauss, Hauer & Feld, L.L.P., bond counsel; Wickliff & Hall, P.C., co-bond counsel; Dain Rauscher, Inc., financial advisor; Morgan Stanley, senior managing underwriter; William R. Hough & Co. and The Chapman Company, co-managing underwriters; and Locke Liddell & Sapp L.L.P., underwriters’ counsel.

UPON MOTION BY LITA GONZALEZ AND SECOND BY WAYNE ROBERTS, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF THE STATE OF TEXAS VETERANS’ LAND REFUNDING BONDS, TAXABLE SERIES 2000B, IN AN AMOUNT NOT TO EXCEED $39,960,000 WITH COST OF ISSUANCE NOT TO EXCEED  $143,739 AND UNDERWRITER’S SPREAD NOT TO EXCEED $2.31 PER $1,000 FOR A VARIABLE-RATE ISSUE OR $6.76 PER $1,000 FOR A FIXED-RATE ISSUE, AS OUTLINED IN THE APPLICATION DATED OCTOBER 3, 2000.

Texas Veterans Land Board (VLB) — Veterans’ Housing Assistance Program, Fund I Series 2000D Taxable Refunding Bonds

Texas Veterans Land Board (VLB) — Veterans’ Housing Assistance Program, Fund II Series 2000E Taxable Refunding Bonds
Representatives had been notified that the Board had no additional questions regarding the application, therefore staff was not in attendance.  

The VLB requested approval for the issuance of: Veterans’ Housing Assistance Program, Fund I Series 2000D Taxable Refunding Bonds in an amount not to exceed $15,420,000; and Veterans’ Housing Assistance Program, Fund II Series 2000E Taxable Refunding Bonds in an amount not to exceed $10,750,000. 

The proceeds of the bonds would be used to refund the principal due on December 1, 2000 on outstanding bonds in the Veteran’s Housing Assistance Program.  The money freed up by the transaction would be recycled into new housing and home improvement loans to eligible Texas veterans that did not serve on duty prior to January 1, 1977, or did not apply for a loan from the VLB within 30 years of discharge. 

The VLB experienced increased demand for loans due to the increased loan limits authorized by the 76th Legislature.  Veterans may now borrow up to $150,000 for up to 30 years toward the purchase of a home and can borrow up to $25,000 for a term not to exceed 20 years for qualified home improvements.  

Although the bonds constitute a general obligation to the state of Texas, the VLB anticipates that the bonds will be self-supporting.  Historically, all debt service payments on bonds issued to fund the program have been paid from loan repayments and investment earnings.  General revenue appropriations have never been required to pay the debt service on the VLB bonds.

The expected date for the negotiated sale was November 2, with closing on November 16, 2000. 

Consultants for the proposed issue were: Vinson & Elkins, L.L.P., bond counsel; Lannen & Oliver, P.C., co-bond counsel; Dain Rauscher, Inc., financial advisor; and Fulbright & Jaworski, L.L.P., underwriters’ counsel.  The underwriting team would be: U.S. Bancorp Piper Jaffray, Inc., William R. Hough & Co., Bear, Stearns & Co., Salomon Smith Barney, and Loop Capital Markets, L.L.C.

UPON MOTION BY WAYNE ROBERTS AND SECOND BY BRIAN GUTHRIE, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE BY THE TEXAS VETERANS LAND BOARD OF STATE OF TEXAS VETERANS’ HOUSING ASSISTANCE PROGRAM, FUND I SERIES 2000D TAXABLE REFUNDING BONDS AND STATE OF TEXAS VETERANS’ HOUSING ASSISTANCE PROGRAM, FUND II SERIES 2000E TAXABLE REFUNDING BONDS IN AN AGGREGATE AMOUNT NOT TO EXCEED $26,170,000, WITH COSTS OF ISSUANCE NOT TO EXCEED $113,160 AND UNDERWRITER’S SPREAD NOT TO EXCEED $7.69 PER $1,000, AS OUTLINED IN THE APPLICATION DATED OCTOBER 3, 2000.

Other Business
Report from Executive Director

Alternates agreed to communicate with Bond Finance Office staff regarding a date to be set for a work session for review of the agency rules.  

There being no further business, the meeting was adjourned at 11:20 a.m.








Respectfully submitted,








Wayne Roberts








Chair

AGENDA
Texas Bond Review Board

Board Meeting

Thursday, October 19, 2000, 10:00 a.m.

Capitol Extension, Room E2.028

Austin, TX

I.
Call to Order

II.
Approval of Minutes

III.
Consideration of Proposed Issues

A. Texas Water Development Board — lease purchase of drilling equipment

B. Texas Water Development Board — Water Financial Assistance Bonds, Series 2000A, Series 2000B, Series 2000C

C. Texas Veterans Land Board — Veterans’ Land Refunding Bonds, Taxable Series 2000B

D. Texas Veterans Land Board — Veterans’ Housing Assistance Program, Fund I Series 2000D Taxable Refunding Bonds and , Fund II Series 2000E Taxable Refunding Bonds

E. Texas Department of Housing and Community Affairs — Multifamily Housing Revenue Bonds, Series 2000A, Series 2000B, and Taxable Series 2000C (Collingham Park Apartments) 

F. Texas Department of Housing and Community Affairs — Multifamily Housing Revenue Bonds (Green Bridge at Buckingham Apartments)

G. Texas State Affordable Housing Corporation — Taxable Single Family Mortgage Revenue Bonds, Series 2000A

IV.
Other Business

Report from Executive Director

V.
Adjourn

