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Minutes

Texas Bond Review Board 

Friday, June 29, 2001, 9:00 a.m.

Capitol Extension, Room E2.026

1400 North Congress

Austin, Texas

The Texas Bond Review Board convened in a called meeting at 9:00 a.m., Friday, June 29, 2001, in Room E2.026 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 9:20 a.m.  A quorum was present.  A copy of the agenda is attached to these minutes.

A summary of the application pending before the board 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 — Multifamily Housing Revenue Bonds (First WHAC Alliance LLC Facilities Acquisition Portfolio) Series 2001A, Taxable Series 2001B, Junior Series 2001C, and Subordinate Series 2001D

Representatives present were: Daniel Owen, Vice President, Henry Flores, Interim President; Glenda David, Multifamily Division Coordinator, Kathryn Garner and Jerry Kyle with Andrews & Kurth, L.L.P., bond counsel; Robin Miller with First Southwest Company, financial advisor; Jerry Wright and Greg Brunner with William R. Hough & Company, underwriter; and Sherri Hewitt with Wells Fargo Bank, trustee.  Others present were:  Linda Merrell with WHAC Alliance, L.L.C., applicant; Guy Merrell with KJK Merrell Associates, Inc., consultant; and Chris Haynes, applicant’s counsel.  

The TSAHC requested approval for the issuance of qualified 501(c)(3) Multifamily Housing Revenue Bonds (First WHAC Alliance) Series 2001A, Taxable Series 2001B, Series 2001C and Series 2001D in an aggregate amount not to exceed $130,000,000. 

The proceeds of the bonds would be used to fund a permanent mortgage loan to First WHAC Alliance, L.L.C., a Texas limited liability company, (the borrower) for the acquisition and rehabilitation of eight multifamily residential apartment developments.  Proceeds would also be used to fund certain required reserves and to pay certain costs of issuance.

The eight properties contained a total of 2,601 rental units.  Two of the properties are located in San Antonio.  The remaining properties are located in Corpus Christi, Austin, Amarillo, Lubbock, Temple, and Houston. 

The application was discussed in detail at the planning session on June 12 and at the Board meeting that was held on June 21.  Additional information was requested and had been provided by TSAHC, including a copy of an arrangements and practices questionnaire on financial and business relationships.  

Ms. Lemon stated that, for future reference when providing information on actual rents and rent reductions, TSAHC should use actual rental amounts in lieu of the term “market” rates. 

Mr. Owen noted that the information that was provided on June 22 had been refigured for the Speaker’s Office at actual current rents.

Mr. Owen referred to inaccuracies in a recent article in the Austin American-Statesman that had stated average rents at the Lakeview Apartments were $470 per month for a 1-bedroom apartment, while the rent caps proposed by WHAC would be $607. The article said some tenants could see rent increases.  Mr. Owen said the correct average was $554.

Ms. Guthrie asked how the $554 would be calculated.  Mr. Owen explained that, as current residents’ leases expire, rents would rise and the $554 was calculated on the higher rent level.  Rents could increase above $554 as more leases expire.  Current management had maintained lower rents in order to have leases renewed.  

It was noted by Ms. Lemon that $1.4 million in real estate taxes were paid in one year.  It was possible that $222,576 in rent reductions could occur.  The rent reduction was not necessarily based on actual rates for actual tenants, but was based on actual tenants vs. market rates.  

Ms. Lemon pointed out that normal property repairs are a benefit, as well as affordability. There was concern that tenant services were not well defined.  She questioned whether the tenants would prefer lower rents or special services.  

Mr. Owen reiterated that there would be direct economic benefits to some families through approximately $180,000 in reductions in rent.  He acknowledged that tenant services such as skills training for employment are difficult to quantify.  

 Ms. Gonzalez was told that WHAC could not commit to the tenant services and capital goods on an annual basis, as budgets are prepared for each site.

Mr. Buie asked Mr. Siegel to discuss the fees and services to be provided by the Howard Siegel Group.  Mr. Siegel said the fee was $30 per unit per year for 2,600 units ($78,000 annually).  As asset manager, the company would perform due diligence, check management, check the record keepers, be sure bills are paid, assure that market rental rates are surveyed, ensure that expenses are appropriate, review the economy of the operation, oversee the initial rehabilitation, and assess the physical needs of properties.  

Mr. Siegel said his company would, in effect, become the staff of WHAC, until WHAC acquires its own staff.  The WHAC had made a commitment to the Siegel Company to make them aware of property needs.  A physical needs assessment would be conducted every 5 years.  The trustee would hold approximately $253 per unit per year for an annual reserve, resulting in a projected balance of $4.5 million at the end of 5 years.  

Ms. Gonzalez questioned the calculation method for rehabilitation benefits as demonstrated in the property taxes vs. benefit analysis.  Mr. Owen was unable to recall the exact formula, but confirmed that taxes and real estate taxes were not included.  

Ms. Guthrie was told that committees among the residents would be established to provide input into tenant services that were deemed necessary.

The meeting was recessed at 9:50 a.m. and reconvened at 10:24 a.m.

Mary Henderson requested the opportunity for public testimony.  Ms. Henderson expressed two concerns:   

· use of bond financing for an out-of-state non-profit corporation; 

· the transaction would not add to the existing supply of rental units

Ms. Henderson stated that she had not examined the documents for the pending applications.  She had prior experience as a consultant and was familiar with the role of consultants in similar issues.  Ms. Henderson had routinely submitted applications to the TDHCA and said she had personal experience with capacities of non-profit entities.  

Ms. Henderson reported that she had submitted an application on behalf of a for-profit entity and was informed that only non-profits would be allowed.  A non-profit based in Florida that had limited capacity was selected.  Ms. Henderson said she went to a meeting with the Siegel Group and her application was seized and she was told her services were no longer needed.

Mr. Roberts advised Ms. Henderson that the Bond Review Board did not have operational oversight over the TDHCA.  

Ms. Henderson concluded her remarks by asking that certain patterns of conduct among issuers of housing bonds be examined.

MR. ROBERTS MOVED APPROVAL OF THE ISSUANCE OF THE TEXAS STATE AFFORDABLE HOUSING CORPORATION MULTIFAMILY HOUSING REVENUE BONDS (FIRST WHAC ALLIANCE, L.L.C., FACILITIES PORTFOLIO), SERIES 2001A, TAXABLE SERIES 2001B, JUNIOR SERIES 2001C, AND SUBORDINATE SERIES 2001D, IN AN AGGREGATE AMOUNT NOT TO EXCEED $98,500,000, AS OUTLINED IN THE APPLICATION DATED JUNE 5, 2001, AND AS SUPPLEMENTED JUNE 8, 19, AND 26, 2001.

Ms. Gonzalez and Ms. Guthrie requested to be shown as present, not voting.  Mr. Thomassen explained that, if there was one vote for the motion and two abstentions, the motion would pass.  Ms. Guthrie withdrew her request to be shown as present, not voting.  

Mr. Thomassen confirmed that the application would remain pending until the regular board meeting on July 19, 2001.

The meeting was recessed at 10:30 a.m. and reconvened at 10:40 a.m.  The motion failed for lack of a second to the motion.  

There being no further business, the meeting was adjourned at 10:41 a.m.







Respectfully submitted,







Wayne Roberts







Chair

AGENDA
Texas Bond Review Board

Friday, June 29, 2001, 10:00 a.m.

State Capitol Extension,  Room E2.026

1400 North Congress

Austin, TX

I. Call to Order

II. Consideration of Proposed Issues

Texas State Affordable Housing Corporation — Multifamily Housing Revenue Bonds (First WHAC Alliance LLC Facilities Portfolio) Series 2001A, Taxable Series 2001B, Junior Series 2001C, and Subordinate Series 2001D

III. Other Business

Report from Executive Director

IV. Adjourn


