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Minutes

Texas Bond Review Board 

Thursday, April 19, 2001, 10:00 a.m.

Capitol Extension, Room E1.010

1400 North Congress

Austin, Texas

The Texas Bond Review Board convened in a regular meeting at 10:00 a.m., Thursday, April 19, 2001, in Room E1.010 of the Capitol Extension in Austin, Texas.  Present were: Wayne Roberts, Alternate for Governor Rick Perry; Leslie Lemon, Alternate for Speaker Pete Laney; Melissa Guthrie, Alternate for Lt. Governor Bill Ratliff; 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 10:12 a.m.  A quorum was present.  A copy of the agenda is attached to these minutes.

Minutes for the meeting that was held on March 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 University System (TSUS) — Revenue Financing System Bonds, Series 2001
Representatives present were: William A. Nance, Vice President for Finance and Support Services, Southwest Texas State University; Matt Boles with Dain Rauscher, Inc., financial advisor; and Carol Polumbo with McCall, Parkhurst & Horton, L.L.P., bond counsel.

The Board of Regents of Texas State University System requested approval of the issuance of Revenue Financing System Bonds (Southwest Texas State University Projects), Series 2001 in an amount not to exceed $12,400,000.

The proceeds of the bond issue would be used to partially fund two projects: improvements to athletic facilities ($9,700,000 of the total $9,950,000 cost); and a parking garage addition ($2,700,000).  A $250,000 private donation would be used to cover the difference between the cost of the athletic project and the revenue bond amounts.

The proposed bonds would be tax-exempt, fixed-rate obligations and would be sold on a competitive basis with final maturity in 2021.  The expected date of sale was June 7, with closing on June 28, 2001. If municipal bond insurance is obtainable, its use would be at the bidder's option.

The bonds would be special obligations of the Board of Regents of Texas State University System payable from and secured solely by pledged revenues.  

Deficiencies in current athletic facilities would be addressed by installing a full service home locker room at Bobcat Stadium along with football and track coaches' offices.  The current locker rooms would be converted to the visitor's locker room.  In addition, Strahan Coliseum would be renovated for coaches' offices and locker rooms.  

Two additional floors would be added to accommodate 220 vehicles in the existing three-story Student Center Parking Garage.  The garage is a “pay by the hour” facility and is 100-percent occupied, with vehicles waiting in line for spaces, during the five-day class week.  

On February 6, 2001, the Texas Higher Education Coordinating Board approved Southwest Texas State University's athletic facilities improvement and the addition to the parking garage. The athletic facilities project was approved with the condition that twenty-five percent of the bonds be repaid with private gifts 

Consultants for the proposed issue were: McCall, Parkhurst & Horton, L.L.P., bond counsel; Dain Rauscher Inc., financial advisor; and Bank of New York, paying agent. 

Mr. Thomassen asked for additional information about the source of private funds for the 25 percent share of debt service.  Funds from the Southwest Texas University Development Fund would be used.  One of the sources of revenue for the Fund was the Cameron Education Fund.  Income flowing to the Cameron Education Fund from the Jefferson Commons apartment complex was approximately equal to the amount needed for debt service.  Cash flow from the apartments would not be looked to as a guaranteed source through the Development Fund.  

UPON MOTION BY WAYNE ROBERTS AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF BOARD OF REGENTS OF THE TEXAS STATE UNIVERSITY SYSTEM REVENUE FINANCING SYSTEM BONDS, SERIES 2001, IN AN AMOUNT NOT TO EXCEED $12,400,000, WITH COSTS OF ISSUANCE NOT TO EXCEED $55,000, AS OUTLINED IN THE APPLICATION DATED APRIL 3, 2001, AS SUPPLEMENTED APRIL 12, 16 AND 17, 2001.

Texas A&M University System (TAMU) — Revenue Financing System Bonds 

Mary Williams with First Southwest Company, financial advisor, was present. 

The Board of Regents of Texas A & M University System requested approval for the issuance of Revenue Financing System Bonds, Series 2001A and 2001B in an aggregate amount not to exceed $199,700,000.

The proceeds of the bond issue would be used to refund outstanding bonds, refund outstanding commercial paper, and provide funds for new projects.

The bonds would be tax-exempt, fixed-rate obligations and would be sold on a negotiated basis with final maturity in 2021.  The expected date of sale was April 25, with closing on May 23, 2001.  Ratings would be obtained from all three rating agencies at a cost of $17,000 each.

The proposed bonds would be special obligations of the Board of Regents of Texas A & M University System, payable from and secured solely by pledged revenues. The Series A bonds would be Revenue Financing System Bonds and the Series B bonds would represent All Other Revenue supported bonds. The bonds would not be general obligations of the Board, the System, the state, or any political subdivision of the state.

Consultants for the proposed issue were: McCall Parkhurst & Horton, L.L.P., bond counsel; First Southwest Company, financial advisor; Morgan Stanley, senior managing underwriter; and Vinson & Elkins, L.L.P., underwriter's counsel.  Co-managing underwriters were: Lehman Brothers; Walton Johnson; and Estrada Hinojosa.

Mr. Buie asked if the bonds would be tuition revenue bonds.  Ms. Williams stated that the Series A bonds would be considered as components of tuition revenue bonds.  The proceeds would provide funding for more than 60 construction projects and other projects, including purchase of an airplane.  Each project would be tracked by its source of revenue.  Debt service for the airplane would be derived from special revenues.  

Ms. Lemon asked for detail regarding the projects.  Ms. Williams confirmed that the acquisition had been approved by the Aircraft Pooling Board.  All of the construction projects had been approved by the Higher Education Coordinating Board.  

The cost of the airplane was $3.3 million.  It would replace another aircraft in the University's fleet.  

Ms. Gonzalez asked about the percentage of total fees that was being used for purposes of debt service.  Ms. Williams explained that the amounts to be used were strictly authorized by the Legislature.  The pledge was of all legally available revenue, including tuition revenue.  Approximately 30 percent of tuition revenue was currently being used for that purpose.

Ms. Gonzalez noted that the terminology was confusing.  Discussion among the Alternates and Mr. Thomassen followed.  Ms. Williams explained that information is provided to the Legislative Budget Board about actual expenditures (as compared to authorized expenditure levels).  The capacity level remains on the legislative appropriations request and is reconfirmed through the Higher Education Coordinating Board review process.  

Ms. Gonzalez asked whether some documentation on authorization levels might be available from the Auditor's Office or the Higher Education Coordinating Board.

Ms. Williams said the ratings would be AA+ and Aa1, with the tuition revenue factored into the ratings.  Ms. Lemon asked whether the rating agencies viewed general revenue as less secure, would a general obligation bond for construction be a better choice than a university revenue bond?

It was Ms. Williams' view that university general revenue is viewed by the rating agencies to be very similar to a general obligation.  She said that since public institutions are rated so well, the bonds appear to trade the same as bonds issued by the Texas Public Finance Authority.  

UPON MOTION BY LITA GONZALEZ AND SECOND BY MELISSA GUTHRIE, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF BOARD OF REGENTS OF THE TEXAS A&M UNIVERSITY SYSTEM OF REVENUE FINANCING SYSTEM BONDS, SERIES 2001A AND 2001B, IN AN AGGREGATE AMOUNT NOT TO EXCEED $199,700,000, WITH ISSUANCE COSTS NOT TO EXCEED $326,575, AS OUTLINED IN THE APPLICATION DATED APRIL 3, 2001.

Texas Department of Housing and Community Affairs — Multifamily Housing Mortgage Revenue Bonds, Series 2001 (Knollwood Villas Apartments)

Representatives present were: Robert Onion, Multifamily Loan Officer; Stephen Apple, Multifamily Loan Analyst; Robert Dubbelde with Vinson & Elkins, bond counsel; J. C. Howell with Dain Rauscher, Inc., financial advisor; and Bill Fisher with Southwest Housing, developer. 

The Texas Department of Housing & Community Affairs requested approval for the issuance of multifamily mortgage revenue bonds in an amount not to exceed $13,750,000.

The proceeds of the bonds would be used to fund a mortgage loan to Knollwood Villas, L.P., a Texas limited partnership.  The loan would finance the acquisition, construction, equipment and long-term financing of a new, 264-unit multifamily residential rental project to be located on a 22 acre site in Denton, Texas.  

The proposed project would include 10 two-story buildings and a one-story clubhouse. The average unit size would be 1,020 square feet.  The property would also have a community building consisting of offices, bathrooms and activity rooms.  The perimeter would be fenced and have controlled-access security gates. 

The project would include set-aside units and rent caps to ensure availability for low-to-moderate income individuals and families.  Forty percent (106 units) would be set-aside for persons or families earning not more than 60 percent of the area median income.  Five percent (13 units) would be set aside on a priority basis for persons with special needs.  For tax credit purposes, the borrower elected to set aside 100 percent of the units for persons or families earning not more than 60 percent of the area median income (AMFI), which is $64,400 for the Denton/Dallas MSA.  
The rental rates on the set-aside units would be restricted to a maximum rent that would not exceed 30 percent of income, adjusted for family size, of 50 percent of the AMFI.  Knollwood Villas, L.P. would provide a Tenant Services Plan based on the tenant profile upon lease-up that conforms to TDHCA's program guidelines.

The bonds would be unrated with no credit enhancement. The bonds would be privately placed with the bond purchaser, Charter Mac Equity Issue Trust.  The bonds would mature in 40 years and would be issued as a tax-exempt series with an interest rate of 8.6 percent during the construction phase up until April 30, 2002 and 7.6 percent thereafter.  During the construction and lease-up period, interest only on the bonds would be payable.  After conversion to permanent phase, the bonds would be paid from revenues earned through the mortgage loan.

The bonds would be secured by a first lien on the project and would be a non-recourse mortgage loan to Knollwood Villas Limited Partnership.  A deed of trust and related documents convey the owner’s interest in the project to secure the payment of the mortgage loan.

The TDHCA would act as a conduit issuer for this transaction and, as such, the bonds are not an obligation, debt or liability of the state, or a pledge or loan of faith, credit or taxing power of the state.  The bonds are special limited obligations payable from rental revenues and tax-credits of the project.  

A volume cap reservation for the issuance of the tax-exempt bonds was received by TDHCA from the Bond Review Board on January 3, 2001, pursuant to the 2001 Private Activity Bond Allocation Program.  The reservation would expire on May 3, 2001.  The expected closing date for the transaction was May 2, 2001.  

The borrower applied for a 4 percent tax credit from TDHCA that accompanies the private activity bond allocation.  The borrower anticipated raising approximately $7,737,640 from the sale of the tax credits with those proceeds being the equity for the transaction.

The board of TDHCA planned to consider approval of the Knollwood Villas Apartments project along with the corresponding 4 percent tax credits at its April 26, 2001, board meeting. A TEFRA hearing for this project was held on March 27, 2001.  Six people were in attendance at the hearing and three of them spoke in favor of the project.

Consultants for the proposed issue were: Vinson & Elkins, L.L.P., bond counsel; Dain Rauscher, Inc., financial advisor; Wells Fargo Bank, Texas, N.A., bond trustee; Thompson, Coe, Cousins & Irons, L.L.P., trustee's counsel; McCall, Parkhurst & Horton, L.L.P., issuer's disclosure counsel; and Related Capital, equity provider.

The board of the TDHCA was scheduled to meet on April 26.  The Bond Review Board, therefore, would consider approval to be contingent upon TDHCA approval prior to issuance.

Mr. Onion outlined amendments that had been made to the original application.  The size of the issue was reduced to $13,750,000 from $14,100,000; total tax credit proceeds were reduced to $7,737,640 from $8,511,000; and total uses were reduced to $22,655,793 from $23,090,745.  The reduction in size was expected to result in meeting a coverage ratio of 1.1 within two years of issuance.

Additional information regarding rent levels, compliance report detail, and scoring criteria had been provided to the Bond Finance Office.  Mr. Onion noted that, if a level of coverage of 1.1 were not met 2 years after issuance, Charter Mac would redeem some bonds to achieve that level.  For estimating purposes, a 7.5 percent vacancy rate was assumed.  Mr. Dubbelde explained that the documents would provide for a stabilization period after completion of construction to review coverage ratios and redeem bonds if necessary.  The developer's fee ($2,627,807) would be the last fee to be paid and if there were a shortage of funds the developer would wait for payment.

Mr. Roberts noted that the Bond Review Board understood the reasons for delay of meetings of the board of the TDHCA, and was willing to make an exception at this time.  In the future, the Board would expect all necessary approvals to occur in advance of consideration by the Bond Review Board.

UPON MOTION BY WAYNE ROBERTS AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS MULTIFAMILY HOUSING REVENUE BONDS (KNOLLWOOD VILLAS), SERIES 2001, IN AN AMOUNT NOT TO EXCEED $13,750,000, AS OUTLINED IN THE APPLICATION DATED APRIL 3, 2001, AS SUPPLEMENTED APRIL 6 AND 13, 2001, AND AS AMENDED APRIL 13, 2001.  THE APPROVAL WAS CONTINGENT UPON APPROVAL BY THE BOARD OF THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS PRIOR TO THE ISSUANCE OF THE BONDS.  

Texas Department of Housing and Community Affairs — Multifamily Housing Mortgage Revenue Bonds, Series 2001 (Bluffview Apartments)

Representatives present were: Robert Onion, Multifamily Loan Officer; Stephen Apple, Multifamily Loan Analyst; Robert Dubbelde with Vinson & Elkins, bond counsel; J.C. Howell with Dain Rauscher, Inc., financial advisor; and Bill Fisher with Southwest Housing, developer.

The Texas Department of Housing & Community Affairs requested approval for issuance of its multifamily mortgage revenue bonds in an amount not to exceed $10,700,000.

The proceeds of the bonds would be used to fund a mortgage loan to TX Bluffview Housing, L.P., a Texas limited partnership (an affiliate of Southwest Housing), to finance the acquisition, construction, equipment and long-term financing of a new, 250-unit multifamily residential rental project for senior citizens age 55 or older, to be located in Denton, Texas.     

The proposed project consists of 6 two-story buildings and a community building consisting of offices, bathrooms and activity rooms.   The average unit size would be 794 square feet and the perimeter would be fenced with controlled access security gates. 

The project would include set-aside units and rent caps to ensure availability for low-to-moderate income individuals and families.  Forty percent (100 units) would be set-aside for persons or families earning not more than 60 percent of the area median income (AMFI), which is $64,400 for the Dallas/Denton MSA.  Five percent (12 units) would be set-aside on a priority basis for persons with special needs.  For tax credit purposes, the borrower elected to set-aside 100 percent of the units for persons or families earning not more than 60 percent of the AMFI.

The rental rates on the set-aside units would be restricted to a maximum rent that would not exceed 30 percent of income, adjusted for family size, of 50 percent of the AMFI. Upon lease-up, TX Bluffview Housing, L.P. would provide a Tenant Services Plan based on the tenant profile that conforms to TDHCA's program guidelines.  

A volume cap reservation for the issuance of tax-exempt bonds was received by TDHCA from the Bond Review Board on January 3, 2001, pursuant to the 2001 Private Activity Bond Allocation Program.  The borrower applied to TDHCA to receive a 4 percent tax credit that accompanies the private activity bond allocation that would expire on May 3, 2001.  The borrower anticipated raising approximately $6,047,070 from the sale of the tax credits, with those proceeds to be the equity for the transaction.  The anticipated closing date for the transaction was May 3, 2001.

The board of TDHCA planned to consider approval of the Bluffview project and the associated 4 percent tax credits at its April 26, 2001, meeting.  A TEFRA hearing for this project was held on March 27, 2001.  Eight people were in attendance at the hearing and five attendees spoke in favor of the project.

The bonds would be unrated with no credit enhancement and would be privately placed with Charter Mac Equity Issue Trust, the bond purchaser. The bonds would mature in 2041.  It was anticipated that the bonds would be issued as fixed-rate, tax-exempt bonds with an interest rate of 8.6 percent until April 30, 2002 and 7.6 percent thereafter.  

The bonds would be secured by a first lien on the project and would be a nonrecourse mortgage loan to TX Bluffview Housing, L.P.   

The TDHCA would act as a conduit issuer for the transaction and, as such, the bonds do not constitute an obligation, debt or liability of the state, or a pledge or loan of faith, credit or taxing power of the state.  The bonds are special limited obligations payable from rental revenues and tax credits of the project.  

Consultants for the proposed issue were: Vinson & Elkins, L.L.P., bond counsel; Dain Rauscher, Inc., financial advisor; Wells Fargo Bank, Texas, N.A., bond trustee; Thompson, Coe, Cousins, & Irons, L.L.P., trustee's counsel; and McCall, Parkhurst & Horton, L.L.P., issuer disclosure counsel.  

Mr. Onion noted that the value of the tax credits had been reduced from $6.3 to $6.0 million.  The "on-site" costs had been adjusted downward to eliminate any items that could not be verified as being physically applicable to the site.  An underwriting analysis, along with rental restrictions and compliance information, had been provided to the Bond Finance Office. 

Mr. Buie referred to a recent article in the Wall Street Journal that had discussed an oversupply of assisted living facilities.  Mr. Onion noted that the proposed complex was for senior citizens aged 55 and older, with age-targeted tenant services at no additional charge.  Assisted living provides many more services and costs a minimum of $1,500 per month.  

UPON MOTION BY WAYNE ROBERTS AND SECOND BY LITA GONZALEZ, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE OF THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS MULTIFAMILY HOUSING REVENUE BONDS (BLUFFVIEW APARTMENTS), SERIES 2001, IN AN AMOUNT NOT TO EXCEED $10,700,000, AS OUTLINED IN THE APPLICATION DATED APRIL 3, 2001, AS SUPPLEMENTED APRIL 6 AND 13, 2001, AND AS AMENDED APRIL 13, 2001. THE APPROVAL WAS CONTINGENT UPON APPROVAL BY THE BOARD OF THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS PRIOR TO THE ISSUANCE OF THE BONDS.  

Texas State Affordable Housing Corporation (TSAHC) — Multifamily Housing Revenue Bonds, Tax-Exempt Series 2001A, Taxable Series 2001A-T, Series 2001B And Series 2001C (NHT/GTEX Project Portfolio)

Representatives present were: Daniel Owen, Vice President, TSAHC; Henry Flores, Interim President; TSAHC; Glenda David, Multifamily Division Coordinator, TSAHC; Kathryn Garner and Jerry Kyle with Andrews & Kurth, L.L.P., bond counsel; John Kuykendall with Newman & Associates, underwriter; Robin Miller and Robert Johnson with First Southwest Company, financial advisor; Tim Taylor and Kent Smith with Jackson, Walker L.L.P., issuer's counsel; John Sutherland with GMAC Commercial Mortgage.  Others present were: Robert Richardson and John Moreland with National Housing Trust; and Scott Wilder, Vice President, Lincoln Property Company.

The TSAHC requested approval for issuance of qualified 501(c)(3) multifamily housing revenue bonds Series 2001A, Taxable Series 2001A-T, Series 2001B and Series 2001C in an aggregate amount not to exceed $85,000,000. 

The proceeds of the bonds would be used to fund a permanent mortgage loan to the National Housing Trust Enterprise (NHTE) GTEX, LLC, a Texas limited liability company, for the acquisition and rehabilitation of seven multifamily residential apartment projects.   In addition, proceeds would be used to fund certain required reserves and to pay certain cost of issuance.

The proposed project consisted of seven multifamily residential rental properties totaling 1,764 rental units.  Four of the multifamily rental projects (1,232 units) were located in the Houston area.  The other three properties (532 units) were located in the Dallas suburban area.

The proposed project would be mixed income facilities and would include set-aside units and rent caps to ensure availability for very low-to-moderate income individuals and families. Seventy-five percent of the units (1,323 units) would be set aside for persons or families earning not more than 80 percent (low-income) of the area median family income (AMFI).  Of the 1,764 rental units, 20 percent (353 units) would be set aside for persons or families earning not more than 50 percent of the AMFI (very low-income). 
The rental rates on the 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, adjusted for AMFI.  The AMFI for the Dallas MSA is $64,400 and the Houston MSA is $58,500.

The TSAHC received the application for the proposed project on January 12, 2001 and its board approved the inducement resolution on February 14, 2001, with final approval on April 12, 2001.

The bonds would be sold on a negotiated basis.  The interest rate on the bonds would be fixed for the term of the loan at rates not to exceed 6.25 percent for the tax-exempt Series 2001A bonds ($68,385,000), 8.00 percent for the taxable Series A-T bonds ($1,615,000), 10.5 percent for the Series B bonds ($7,480,000), and 12.0 percent for the Series C bonds ($5,000,000).  Final interest rates would be determined through negotiation by Newman and Associates.  The bonds would mature in 2031.

It was anticipated that the Series A bonds and the Series A-T bonds would be rated "AAA" by Standard and Poor's and guaranteed by MBIA.  The Series B and C bonds would not be rated or insured.  The Series B and C bonds would be offered to sophisticated investors only.  The expected date of sale was June 6, with closing on June 28, 2001.

The bonds would be secured by a nonrecourse mortgage loan to the borrower.  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 projects and would be insured under one or more financial guaranty policies by MBIA.

The TSAHC would act as a conduit issuer for this transaction and as such the bonds are not an obligation, debt or liability of the state, or a pledge or loan of faith, credit or taxing power of the state.  The bonds would be special limited obligations payable only from the rental revenues of the project.

Consultants for the proposed issue were: Andrews & Kurth, L.L.P., bond counsel; First Southwest Company, financial advisor; Wells Fargo Bank Texas, N.A., bond trustee; Thompson, Coe, Cousins & Irons L.L.P., bond trustee's counsel; Newman & Associates, underwriter; and Ritter, Eichner & Norris, underwriter's counsel.

Mr. Owen distributed copies of an explanation of rent caps and a compliance transition analysis for the properties.  Meetings had been held with residents at all properties during the week prior to April 19, 2001, in a concerted effort to share information about the conversion to affordable housing.  

Concern by the Bond Review Board had been expressed at the planning session on April 10 regarding communication and notice to all affected residents.

Mr. Owen explained that notices of the TEFRA hearings were published in the Texas Register, local newspapers, public libraries and on each property.  The notices were sent to the managers with a request to post it in a visible place.  Four independent hearings were held in Houston at the same time in a single locations, two hearings were held in Dallas and one hearing was held in Plano.  

Mr. Owen said he had attended 6 of the 7 hearings.  Overall, approximately 60 people attended and most were in favor of the conversion.  Tenants in the properties want decreased rent and better maintenance.  They were pleased with the opportunity to communicate with a property owner and looked forward to having representation on the board. 

The Chelsea Court property in Houston was the subject of some controversy. Speakers who were opposed to the change were concerned about crowding in schools and parks, traffic increase and drug use in the area. The complex had 760 units in 40 two- and three- story buildings situated on almost 25 acres.  Mr. Owen pointed out that the property had been there over 20 years and most residents were already there.  Management was not expected to change.  

Mr. Owen responded to questions from Ms. Lemon.  For families at 50 percent of the AMFI, it was anticipated that rental rates would decrease by $50 for a 2-bedroom unit.  There were 152 2-bedroom units in the complex.  One-bedroom units and efficiencies were currently at an affordable level.  Mr. Owen noted that the number of tenants at or below the 50 percent AMFI level had decreased over the past six-month period.  

Of the total 1,764 units, it was estimated that rental rates in over 350 units would be decreased, with approximately 250 households to receive a rent reduction the first month.  Even the units that were rented to individuals at the 80 percent AMFI level would have rental caps and would not see an immediate increase.  The goal would be not to increase rents as aggressively as market-rate properties.  Mr. Owen explained that the transaction would ensure continuity of affordable rents and TSAHC would oversee provision of residential services to assist tenants to be able to move to other housing.  

Ms. Gonzalez asked whether a delay of one month would have a detrimental impact on the transaction.  The delay would have allowed time for more extensive communication with residents.  Mr. Owen stated that extensions had already been made for the transaction and it was believed that adequate communication had taken place.  

Mr. Roberts noted that interest rates might decrease over the next month.  Mr. Kuykendall said he had worked on the transaction for more than a year and wanted to sell the bonds and close.  He added that the seller of the properties does not understand the bond process and would not want to wait for closure of the transaction if another prospective buyer was available.  

Mr. Moreland noted that funds had been expended at each stage of the transaction and impacts of interest rate changes were not known.  

Mr. Roberts and Mr. Buie asked for discussion of the closing documents which would require specific income mix among the tenants.  Closing would have to be delayed until the appropriate income mix was achieved.  Mr. Wilder said the portfolio indicated a turnover rate of 60 percent per year, with a higher number in the summer months.  It was believed that the appropriate income mix would be achieved within two months.  There were no plans to displace or evict tenants.  Calculations assumed that 40 percent of tenants would want to renew their lease.  A total of 356 units would need to be turned over and rented to persons at a lower income level.  The current owner would not begin the steps toward income compliance until all the bond approval steps were complete.  

Mr. Owen stated that it had been represented that the real estate deal would crumble unless all 7 properties remained in the package.  Ms. Lemon noted that, by grouping all the properties with an "all or nothing" transaction, the opportunity to review or adjust individual properties was limited.  Mr. Owen pointed out that the proposed transaction was a perfect example of what the TSAHC was originally created for in 1994.  There were benefits related to economies of scale.

Mr. Owen referred to legislative committee discussions and comments by Representative Gallegos and Representative Carter.  He said new legislation was also being proposed that would impact the TSAHC.  There would not be a maximum or minimum threshold on the dollar amount or number of properties.  Ms. Lemon asked if there had been specific discussion related to the intent for TSAHC to seek multiple-property transactions.  

Mr. Roberts noted that the TSAHC had previously had a spotty record in meeting its legislative intent.  Since the state does not provide direct funds for affordable housing, funding must be undertaken through conduit issuers such as TSAHC.  He expressed pride in the initiative of TSAHC staff.

The TSAHC expected to bring additional multi-property transactions to the Bond Review Board.  The transactions would range from one or two properties ($15 million) to 8 or 9 properties ($115 million).  Guidelines and procedures for notices, posting and other communications with affected residents were being revised in an effort to alleviate concerns of the Bond Review Board and others.  

Mr. Roberts reiterated that the Bond Review Board is not a policy-making board.  He noted that he had made similar statements at prior meetings related to housing issues on which there had been some public opposition.  The Bond Review Board should not be and does not like to be in a position of reviewing whether the project to be funded is appropriate public policy.  Mr. Roberts said issuers must ensure that all residents who may or will be affected have adequate advance notice and opportunity to communicate their concerns at the appropriate level of the application process. 

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 (NHT/GTEX PROJECT PORTFOLIO), SERIES 2001A, TAXABLE SERIES 2001A-T, SERIES 2001B AND SERIES 2001C, IN AN AGGREGATE AMOUNT NOT TO EXCEED $85,000,000, AS OUTLINED IN THE APPLICATION DATED APRIL 3, 2001, AS SUPPLEMENTED APRIL 13, 2001, AND AS AMENDED APRIL 13 AND 18, 2001. THE BOARD WAIVED THE 72-HOUR RULE FOR SUBMISSION OF AMENDMENTS TO THE APPLICATION.

Other Business

Report from the Executive Director

Mr. Buie distributed a list of legislation that was being tracked by staff. 

There being no further business, the meeting was adjourned at 12:10 p.m.







Respectfully submitted,







Wayne Roberts







Chair

AGENDA
Texas Bond Review Board

Thursday, April 19, 2001, 10:00 a.m.

State Capitol Extension,  Room E1.010

1400 North Congress

Austin, TX

I.
Call to Order

II.
Approval of Minutes

III. Consideration of Proposed Issues

A. Board of Regents of Texas State University System — Revenue Financing System Bonds (Southwest Texas State University Projects), Series 2001

B. Board of Regents of The Texas A&M University System — Revenue Financing System Bonds, Series 2001A and 2001B

C. Texas Department of Housing and Community Affairs — Multifamily Housing Mortgage Revenue Bonds, Series 2001 (Knollwood Villas Apartments)

D. Texas Department of Housing and Community Affairs — Multifamily Housing Mortgage Revenue Bonds, Series 2001 (Bluffview Apartments)

E. Texas State Affordable Housing Corporation — Multifamily Housing Revenue Bonds, Series 2001A, Series 2001A-T, Series 2001B, and Series 2001C (NHT/GTEX Project Portfolio) 

IV.
Other Business

Report from Executive Director

V.
Adjourn


