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Minutes

Texas Bond Review Board 

Thursday, February 22, 2001, 10:00 a.m.

Capitol Extension, Room E1.026

1400 North Congress

Austin, Texas

The Texas Bond Review Board convened in a regular meeting at 10:00 a.m., Thursday, February 22, 2001, in Room E1.026 of the Capitol Extension in Austin, Texas.  Present were: Wayne Roberts, Alternate for Governor Rick Perry; Mike Morrissey, Alternate for Lt. Governor Bill Ratliff; 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 10:03 a.m.  A quorum was present.  A copy of the agenda is attached to these minutes.

Upon motion by Leslie Lemon and second by Lita Gonzalez, minutes for the meeting that was held on November 21, 2000, were approved as submitted.  

A summary of each application was presented by Jim Buie, Executive Director of the Bond Review Board, followed by discussion and consideration by the Alternates.

Texas Public Finance Authority (TPFA) — State Of Texas General Obligation Refunding Bonds, Series 2001

Representatives present were: Kim Edwards, Executive Director and Judith Porras, General Counsel.

The Texas Public Finance Authority requested approval for the issuance of State of Texas General Obligation Refunding Bonds, Series 2001 in an amount not to exceed a maximum of $800,000,000.

Bond proceeds would be used to refund any portion of $406,075,000 of TPFA's outstanding general obligation bonds. 

In addition, the TPFA could fix out any portion of its outstanding $395.3 million in commercial paper that would increase the present value of the incremental refunding savings sufficient to cover the additional debt service expense on a present value basis, or if the variable rate notes could be fixed at a true interest rate cost of 4.25 percent.

If it was not cost-effective to include a fix-out of the commercial paper with the proposed advance refunding of the general obligation bonds, the TPFA might be required to issue additional bonds to accomplish a commercial paper refunding within the next 12 months.

The bonds would be general obligations of the state, and as such, the state's full faith and credit are pledged to repayment of the bonds.  The expected date of sale was March 15, with closing on April 1, 2001.

Consultants for the proposed issue were: Vinson & Elkins, L.L.P., bond counsel; First Southwest Company, financial advisor; and Walton Johnson & company, co-financial advisor.  Co-senior managing underwriters were: Morgan Stanley Dean Witter and U.S. Bancorp/Piper Jaffray.

At its February 13th meeting, the board of TPFA authorized the refunding of any portion of the outstanding $406,075,000 par amount of callable bonds that would result in net present value savings of at least 3 percent, or a minimum of $6,000,000, in the aggregate, with a minimum of 1 percent savings for each maturity that had two or more years to the call date.  The board also authorized the fix-out of any portion of outstanding commercial paper notes ($395,300,000) that would increase the present value of the incremental refunding savings sufficient to cover the additional debt service expense on a present value basis, or if the variable rate notes could be fixed at a true interest cost of 4.25 percent.

Ms. Edwards noted that the recent market had remained steady and gross present value savings on the refunding bonds were projected to be $13.2 million, at a rate of approximately $1 million per year beginning in fiscal year 2002. Information had been provided to the agency's analyst at the Legislative Budget Board that the TPFA would be able to reduce debt service requirements by approximately $2 million for the 2002-03 biennium.  In response to questions from Ms. Lemon, Ms. Edwards confirmed that it would be possible to structure the issue to achieve as much as $10.2 million in savings over the 2002-03 biennium, with no savings in future years.

Ms. Lemon asked for details on the structure options to be provided to her office. 

For the benefit of Mr. Thomassen, Ms. Edwards discussed variables that could affect the total present value savings.  Maturities that achieved as little as 1 percent savings could offset higher savings and still achieve an overall level of 3 percent.  In the event the overall level was below 3 percent, lower maturities would be dropped out.

Costs of issuance had been amended to include rating fees for Fitch.    

UPON MOTION BY WAYNE ROBERTS AND SECOND BY MIKE MORRISSEY, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF TEXAS PUBLIC FINANCE AUTHORITY STATE OF TEXAS GENERAL OBLIGATION REFUNDING BONDS, IN AN AMOUNT NECESSARY TO REFUND A PORTION OF $406,075,000 IN OUTSTANDING BONDS THAT WOULD RESULT IN A PRESENT VALUE SAVINGS OF NOT LESS THAN 3 PERCENT, AND A MINIMUM OF $6,000,000, IN THE AGGREGATE, PLUS AN AMOUNT OF OUTSTANDING COMMERCIAL PAPER NOT TO EXCEED $395,300,000, WITH COSTS OF ISSUANCE NOT TO EXCEED $175,000 AND UNDERWRITERS’ SPREAD NOT TO EXCEED $5.00 PER $1,000, AS OUTLINED IN THE APPLICATION DATED FEBRUARY 6, 2001, AS SUPPLEMENTED FEBRUARY 9 AND AMENDED FEBRUARY 16 AND 21, 2001.  THE MAXIMUM PAR AMOUNT OF REFUNDING BONDS ISSUED SHALL NOT EXCEED $800,000,000.  THE BOARD WAIVED THE 72-HOUR RULE FOR SUBMISSION OF AMENDMENTS TO THE APPLICATION.

Texas Veterans Land Board (VLB) — Housing Assistance Program, Fund II, Series 2001 Bonds
Representatives were not present, as they had been notified that there were no pending questions from the Board.

The Veterans’ Housing Assistance Program (Fund I and Fund II) were established for the purpose of making home mortgage loans to eligible Texas veterans and certain surviving spouses. The loans are used toward the purchase or making qualified improvements to homes in Texas.

The VLB requested approval of the issuance of State of Texas Veterans’ Housing Assistance Program, Fund II, Series 2001 Bonds  in an amount not to exceed $60,000,000 in one or two series.

The proceeds would be used to make housing and home improvement loans to eligible Texas veterans who served on active duty prior to January 1, 1977, and applied for a loan from the VLB within 30 years of discharge (“pre-1977 Veterans”).

Eligible veterans can borrow a maximum of $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.  Loans are originated and serviced through an extensive network of VLB-approved lending institutions.

The VLB requested approval for a structure comprised of either approximately $20,000,000 in variable-rate bonds and $40,000,000 in fixed-rate bonds — OR — $60,000,000 in fixed-rate bonds. 

A structure that includes variable-rate bonds would afford a synthetic fixed-rate on the variable-rate portion of the issue with the VLB's entry into a floating-to-fixed interest rate swap agreement with a notional amount that would match the principal amount of the variable-rate portion of the transaction.  Current market conditions indicated that such a structure could reduce the transaction's true interest cost by 35 to 40 basis points below a traditional housing structure.

The bonds would be general obligations of the state with the state's full faith and credit pledged to repayment of the bonds, if program revenues are insufficient.  Historically, all debt service on bonds issued to fund the program had been paid from loan repayments and/or investment income.
The expected date of sale was March 1, with closing on March 13, 2001.

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; Winstead Sechrest & Minick, underwriters' counsel.  Underwriters were: Salomon Smith Barney; Banc One Capital Markets, Inc.;  

William R. Hough & Co.; Ramirez & Co., Inc.; and Estrada Hinojosa & Company, Inc.

UPON MOTION BY MIKE MORRISSEY AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE BY THE TEXAS VETERANS LAND BOARD OF STATE OF TEXAS VETERANS’ HOUSING ASSISTANCE PROGRAM, FUND II, SERIES 2001 BONDS IN AN AGGREGATE AMOUNT NOT TO EXCEED $60,000,000, WITH COSTS OF ISSUANCE NOT TO EXCEED $239,000 AND UNDERWRITER’S SPREAD NOT TO EXCEED $6.92 PER $1,000, AS OUTLINED IN THE APPLICATION DATED FEBRUARY 6, 2001.

Other Business

Report from the Executive Director

Mr. Buie discussed proposed legislation that could affect the Bond Review Board.  Options for financing transportation development were being considered.  Mr. Buie had participated in discussion related to alternatives to issuance of GARVEE bonds that might utilize federal highway funds as well as general obligation debt.  Proposed legislation for that alternative had not been filed.   

Monica Kasparek, financial analyst in the Bond Finance Office, distributed information and briefed Alternates on fiscal notes and legislation that was being tracked.

Ms. Lemon asked that the author/sponsor information be included in future documents.

Mr. Buie said he had visited with local higher education authorities regarding potential legislative changes.  Those changes would not affect the statute for the Board's private activity bond allocation program.

There being no further business, the meeting was adjourned at 10:28 a.m.







Respectfully submitted,







Wayne Roberts







Chair

AGENDA
Texas Bond Review Board

Planning Session

Thursday, February 22, 2001, 10:00 a.m.

State Capitol Extension,  Room E1.026

1400 North Congress

Austin, TX

I.
Call to Order

II.
Approval of Minutes

III. Discussion of Proposed Issues

A. Texas Public Finance Authority — General Obligation Refunding Bonds, Series 2001

B. Texas Veterans Land Board — Housing Assistance Program, Fund II Series 2001 Bonds

IV.
Other Business

Report from Executive Director

V.
Adjourn


