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Minutes

Texas Bond Review Board

Thursday, September 21, 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., Tuesday, September 21, 2000, in Room E2.028 of the Capitol Extension in Austin, Texas.  Present were: Danette Rich, Alternate for Governor George Bush; Mike Morrissey, 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 Lynn Stuck with the Office of Attorney General, Bond Finance Office staff members and others.

Danette Rich, 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.

Upon motion by Mike Morrissey and second by Lita Gonzalez, minutes for the meeting that was held on August 22, 2000, were approved.  

Ms. Rich announced that the agenda item listed for the Texas State Affordable Housing Corporation would not be considered, as the application had been withdrawn.

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 Higher Education Coordinating Board (HECB) — State of Texas College Student Loan Bonds, Series 2000

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

The Texas Higher Education Coordinating Board requested approval for the issuance of  State of Texas College Student Loan Bonds, Series 2000 in the amount of $75,000,000.  The bonds were approved by the HECB on July 14, 2000.  

The proceeds of the bonds would be used to make funds available for the Hinson-Hazelwood College Student Loan Program administered by the Texas Higher Education Coordinating Board.  The bonds qualify as private activity bonds and had received an allocation from the Bond Review Board pursuant to the 2000 Private Activity Bond Allocation Program.   

The proposed bonds would be sold through competitive bids on October 26, with closing on November 16, 2000.  Final maturity would occur in 2024.  

The bonds would be general obligations of the state.  As such, the state’s full faith and credit are pledged to repayment of the bonds.  Historically, the repayment of student loans and investment interest has been sufficient to meet the debt service and reserve requirements without drawing funds from the state’s general revenue fund.

Consultants for the proposed issue were: First Southwest Company, financial advisor; Walton Johnson & Company, co-financial advisor; McCall, Parkhurst & Horton, L.L.P., co-bond counsel; Wickliff & Hall, P.C., co-bond counsel; and Chase Manhattan Bank, paying agent.  

UPON MOTION BY LITA GONZALEZ AND SECOND BY MIKE MORRISSEY, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE BY THE TEXAS HIGHER EDUCATION COORDINATING BOARD OF STATE OF TEXAS COLLEGE STUDENT LOAN BONDS, SERIES 2000, IN AN AMOUNT NOT TO EXCEED $75,000,000, WITH COSTS OF ISSUANCE NOT TO EXCEED $155,000, AS OUTLINED IN THE APPLICATION DATED SEPTEMBER 5, 2000, AS AMENDED SEPTEMBER 6, 2000.

Texas Department of Housing and Community Affairs (TDHCA) — Multifamily Housing Revenue Bonds, Series 2000A and Taxable Series 2000B (Williams Run Apartments)

Representatives present were: Brent Stewart, Director of Multifamily Finance; Robert Onion, Multifamily Loan Officer; Stephen Apple, Multifamily Loan Analyst; Sara Newsom, Housing Compliance Manager; Gary Machak with Dain Rauscher, Inc., financial advisor; Elizabeth Rippy with Vinson & Elkins, L.L.P., bond counsel; and Ginger Brown McGuire with GreenBridge Development Corporation.

The Texas Department of Housing and Community Affairs requested approval for the issuance of Qualified 501c(3) Multifamily Mortgage Revenue Bonds, Tax-Exempt Series 2000A and Taxable Series 2000B (Williams Run Apartments) in an aggregate amount not to exceed $12,850,000 (including $200,000 of taxable bonds).

The proceeds of the bonds would be used to fund a mortgage loan to GreenBridge at Williams Run L.L.C., a Texas limited liability corporation, to provide long-term financing of an existing 252-unit multifamily residential rental project located in Dallas, Texas.

The bonds would be privately placed on October 5, 2000, and issued un-rated with no credit enhancement as tax-exempt, fixed rate securities.  The maturity date for the bonds would be October 2040.

The project consists of 252 units in 12 three-story buildings.  The proposed issue would preserve 189 affordable housing units through set-aside units and rent caps to serve very low to moderate income individuals and families.  Tenants in the remaining units could not have an income exceeding 140 percent of the AMFI.  The current market value appraisal amount was $13,170,000.

The bonds would be secured by a non-recourse mortgage loan to GreenBridge at Williams Run L.L.C., a single member subsidiary of GreenBridge Development Corporation.  GreenBridge Development Corporation is a nonprofit organization and is a certified Community Housing Development Corporation founded in 1999.

The TDHCA 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 only funds pledged by TDHCA to the payment of the bonds are the revenues from the financing carried out through the issuance of the bonds.

Consultants for the proposed issue were: Dain Rauscher, Inc., financial advisor; Vinson & Elkins, L.L.P., bond counsel; Wells Fargo Bank, Texas, N.A., bond trustee; Charter Municipal Mortgage Acceptance Company, Charter Mac Equity Issue Trust, bond purchaser; and McCall, Parkhurst & Horton, L.L.P., issuer’s disclosure counsel.

Ms. Gonzalez requested discussion of the TDHCA’s policy and practices related to mixed-income housing development.  She asked if the mixed-income levels were essential for cash flow purposes.  

Mr. Stewart explained that the concept of reserving 25 percent of the units without income/rent restrictions would provide financial and social stability.  It is the TDHCA’s belief that it is important not to “warehouse” the poor.  The practice is compatible with the TDHCA’s statutory obligations and definitions.  The higher rents do offset the lowest rental rates.  The underwriter determines the risk profile through the credit risk analysis.  Mr. Machak noted that investors favor the security provided through mixed income properties.

Ms. Newsom described historical and current procedures for determining appropriate income levels and effective compliance monitoring.  Tenant services are available for all tenants, regardless of income level.  

Ms. McGuire reported that ongoing review of the tenant profiles had indicated that as many as one-third of the current tenants had income levels in excess of 140 percent of the AMFI.  The appropriate balance would not occur until those leases expire, as they would not be renewed. 

UPON MOTION BY MIKE MORRISSEY 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 (WILLIAMS RUN APARTMENTS PROJECT), SERIES 2000A AND TAXABLE SERIES 2000B IN AN AGGREGATE AMOUNT NOT TO EXCEED $12,850,000 AS OUTLINED IN THE APPLICATION DATED SEPTEMBER 5, 2000, AS SUPPLEMENTED AND AMENDED SEPTEMBER 15, 2000.

Texas Department of Housing and Community Affairs (TDHCA) — Multifamily Housing Mortgage Revenue Bonds, Series 2000A and 2000B and Taxable Series 2000C (Highland Meadow Village Apartments)

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

The Texas Department of Housing and Community Affairs requested approval for the issuance of Multifamily Mortgage Revenue Bonds, Series 2000A, 2000B and 2000C (Highland Meadow Village Apartments) in an aggregate amount not to exceed $13,500,000.  The bonds would be issued in three fixed-rate series with an aggregate amount of $13,500,000 and a term of 30 years.  Series 2000A ($10,115,000) and 2000B ($2,635,000) would be issued as tax-exempt bonds and Series 2000C ($750,000) would be issued as taxable bonds.

The proceeds of the bonds would be used to fund a mortgage loan to TCR Highland Meadow, L.P., a Texas limited partnership to finance the acquisition, construction, equipment and long-term financing of a new 250-unit multifamily residential rental project in Houston, Texas.  A volume cap reservation for the issuance of these tax-exempt bonds was received by TDHCA from the Bond Review Board on June 6, 2000, pursuant to the 2000 Private Activity Bond Allocation Program.   The reservation would expire on October 3, 2000.  The anticipated closing date for the bonds was September 26, 2000.  

The bonds would be un-rated with no credit enhancement.  The borrower would be required to maintain a 1.15 debt service coverage ratio on the project.  The bonds would be secured by a first and second lien on the project and would be a non-recourse mortgage loan to TCR Highland Meadow, L.P.  

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

For tax credit purposes and tax-exempt private activity allocation purposes, 100 percent of the units would be set-aside for households earning not more than 60 percent of the area median family income (AMFI).  Rent caps would not exceed 30 percent of 60 percent of the AMFI.  The set asides would be in place for the initial 3-year interest only period, in addition to the life of the bonds. 

Consultants for the proposed issue were: Dain Rauscher, Inc., financial advisor; Vinson & Elkins, L.L.P., bond counsel; Bank One, Texas, N.A., bond trustee; Sun America, Inc., equity provider; McCall, Parkhurst & Horton, L.L.P., issuer’s disclosure counsel.

Mr. Morrissey received confirmation that the security and structure of the proposed issue did not differ from that used for most other TDHCA multifamily issues.  

UPON MOTION BY MIKE MORRISSEY 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 (HIGHLAND MEADOW VILLAGE 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 SEPTEMBER 5, 2000, AS SUPPLEMENTED AND AMENDED SEPTEMBER 15, 2000.

Other Business
Report from Executive Director

The November board meeting date would fall on Thursday, November 23, Thanksgiving Day.  Alternates discussed alternative dates, with a preference for the regular meeting to occur on November 21.  

A work session to review the agency’s rules would be set for October 10.  Ms. Lemon asked what the impact might be to issuers in the event the Board considered changing the rules to select one month during the year when no meetings would be held.  

Gary Machak with Dain Rauscher, Inc. stated that it would be difficult for issuers or their financial advisors to identify a specific month in which no funds would be required.  He noted that issuers who are subject to private activity bond allocation program closing deadlines often do not have advance notice that would enable them to meet early or delayed application dates.  

There being no further business, the meeting was adjourned at 10:53 a.m.








Respectfully submitted,








Danette Rich








Chair

AGENDA
Texas Bond Review Board

Board Meeting

Thursday, September 21, 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 Higher Education Coordinating Board — State of Texas College Student Loan Bonds, Series 2000


B.
Texas Department of Housing and Community Affairs — Multifamily Housing Mortgage Revenue Bonds, Series 2000A and Taxable Series 2000B (Williams Run Apartments)


C.
Texas Department of Housing and Community Affairs — Multifamily Housing Mortgage Revenue Bonds, Series 2000A and 2000B, and Taxable Series 2000C (Highland Meadow Village Apartments)


D.
Texas State Affordable Housing Corporation — Taxable Mortgage Revenue Bonds, Series 2000A

IV.
Other Business

Report from Executive Director

V.
Adjourn

