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Minutes

Texas Bond Review Board 

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

Capitol Extension, Room E2.012

1400 North Congress

Austin, Texas

The Texas Bond Review Board convened in a regular meeting at 10:00 a.m., Thursday, March 22, 2001, in Room E2.012 of the Capitol Extension in Austin, Texas.  Present were: Wayne Roberts, Alternate for Governor Rick Perry; Leslie Lemon, Alternate for Speaker Pete Laney; and Lita Gonzalez, Alternate for Comptroller Carole Keeton Rylander.  An Alternate for Alternate for Lt. Governor Bill Ratliff was not present.  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 10:07 a.m.  A quorum was present.  A copy of the agenda is attached to these minutes.

Minutes for the meeting that was held on February 22, 2001, were approved as submitted.  

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

Texas State Affordable Housing Corporation — Multi-Family Housing Revenue Bonds, Series 2001A and 2001B

Representatives present were: Henry Flores, Interim President, Daniel Owen, Vice President of Multi-Family Housing; Laura Taylor, Executive Director of American Agape Foundation; Jerry Kyle with Andrews & Kurth, L.L.P., bond counsel; and others.

The bonds would be issued in two fixed-rate series with an aggregate amount of $25,000,000 and a term of 43 years.  Series 2001A ($20,698,000) would be issued as tax-exempt bonds and Series 2001B ($850,000) would be issued as taxable bonds.

The proceeds of the bonds would be used to fund a permanent mortgage loan to Agape Irving Housing, Inc. to provide for the acquisition, construction, equipment and long-term financing of a new 261-unit multi-family residential rental project located in Irving, Texas. 

The project is a mixed income facility and would include set-aside units and rent caps to ensure availability for very low-to-moderate income individuals and families. The Area Median Family Income (AMFI) for the Dallas MSA is $60,800. Seventy-five percent of the units (195 units) would be set-aside for persons or families earning not more than 80 percent of the area median income (low-income).  Of the 195 units set aside as affordable, 40 percent of the units (78 units) would be set-aside for persons or families earning not more than 60 percent of the area median income (very low-income). 
The rental rates on the very low income (60 percent of AMFI) 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.  No restrictions would be placed on tenants' income for rental of the remaining 25 percent of the units (66 units).

The bonds would be sold on a negotiated basis and it was anticipated that the bonds would be rated "Aaa" by Moody's Investor Services. The bonds would be secured by a non-recourse mortgage loan to Agape Irving Housing, Inc.  The mortgage loan would be secured by a Deed of Trust.  The mortgage loan would be assigned to the Trustee.  Both the tax-exempt and taxable bonds would be secured by a first lien on the project.

Interest and principal on the bonds would be payable semiannually from revenues paid by the borrower to the lender and passed through to the Trustee, as the holder of GNMA Certificates.  Payments to the Trustee would be made whether or not the lender received payment from the borrower; as GNMA guarantees the timely payment of the principal of and the interest on the GNMA certificates.

The TSAHC would act as a conduit issuer for this transaction and the bonds would not be 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 would be special limited obligations payable only from the rental revenues of the project.

Mr. Owen noted that a letter outlining a transfer of bond counsel services from Mayor, Day, Caldwell and Keeton, L.L.P., to Andrews & Kurth, L.L.P. had been provided.

Consultants for the proposed issue were: Andrews & Kurth, L.L.P.; bond counsel; BankOne, Texas, N.A., Winstead Sechrest & Minick P.C., trustee's counsel; First Southwest Company, financial advisor; William R. Hough & Co., underwriter; Katten, Muchin & Zavis, underwriter's counsel; Malone Mortgage Company America Ltd., mortgage servicer. 

At its March 15 meeting, the TSAHC board approved the bond resolution authorizing the proposed project.

Mr. Buie reported that staff of the BRB had contacted the local housing finance corporation in Irving (Metropolitan Housing Finance Corporation) and verified that they did not have the authority to issue bonds for new construction of multi-family housing. 

The TSAHC will require Agape Irving Housing Inc. to develop and submit at closing, a Tenant Service Plan that conforms to TSAHC guidelines. 

Ms. Gonzalez asked for an outline and description of specific tenant services that TSAHC might require, including the parameters that would be set.  

Ms. Gonzalez asked about "other" financial advisor transaction costs as noted in the application.  Mr. Owen stated that approximately $600,000 would be associated with obtaining the GNMA guarantee for the bonds.  

A developer's fee of $730,000 would be paid to American Equities Development.  

In response to questions from Ms. Gonzalez, Mr. Owen said annual compliance review would be performed in the same manner as the Texas Department of Housing and Community Affairs (TDHCA) reviews its bond projects.  Asset oversight would be accomplished in the same manner as that provided by TSAHC to the TDHCA. 

Ms. Gonzalez referred to discussion at the March 13 planning session regarding the compliance history of Agape Irving Housing, Inc.  Since there was no actual history, she asked how TSAHC verifies performance.  Mr. Owen explained that references are checked, along with background in affordable housing, composition of the board and efforts are made to determine the intent for public purpose.  If questions arise, more intensive research is undertaken.

Ms. Gonzalez suggested that TSAHC should exercise due diligence and continue checking on compliance and oversight, in lieu of waiting until negative reports are received.

Ms. Lemon had questions about the 43-year term of the bonds.  Mr. Owen and others confirmed that the period included 18 to 36 months for construction.  The actual maximum term would be 40 years from completion of construction, as approved by the FHA.

Mr. Thomassen noted that, if approval was for 40 years, the 40-year term would begin at the date of issuance.  Generally, the Bond Review Board's approval includes "as described in the application…."  Differences would need to be specified in the motion.

UPON MOTION BY WAYNE ROBERTS AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF THE TEXAS STATE AFFORDABLE HOUSING CORPORATION MULTIFAMILY HOUSING REVENUE BONDS (THE RESERVE APARTMENTS PROJECT), SERIES 2001A AND TAXABLE SERIES 2001B, IN AN AGGREGATE AMOUNT NOT TO EXCEED $25,000,000, AS OUTLINED IN THE CORPORATION’S APPLICATION DATED MARCH 6, 2001, AS SUPPLEMENTED MARCH 20, 2001. THE APPROVAL STIPULATED THAT THE TERM OF THE BONDS SHALL NOT EXCEED FORTY YEARS.

Other Business

Report from the Executive Director

Mr. Buie distributed a list of legislation that was being tracked by staff.  He noted that several bills had been filed that would affect the private activity bond allocation program, including one that would place the Bond Review Board in a policy-making position related to certain sub-ceilings.  

Mr. Roberts discussed the structure of the Bond Review Board, noting that the Alternates receive direction from the principals.  The Board lacks resources to perform in-depth research and analysis regarding individual cap allocations.  Mr. Roberts said he was attempting to communicate to lawmakers that the Board would prefer not to be placed in a position requiring policy decisions.   

There being no further business, the meeting was adjourned at 10:38 a.m.







Respectfully submitted,







Wayne Roberts







Chair

AGENDA
Texas Bond Review Board

Planning Session

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

State Capitol Extension,  Room E2.012

1400 North Congress

Austin, TX

I.
Call to Order

II.
Approval of Minutes

III. Consideration of Proposed Issues

Texas State Affordable Housing Corporation — Multifamily Housing Revenue Bonds (GNMA Collateralized Mortgage Loan - The Reserve Apartments), Series 2001-A and Taxable Series 2001B

IV.
Other Business

Report from Executive Director

V.
Adjourn


