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Minutes
Texas Bond Review Board
Planning Session
Tuesday, November 9, 2010, 10:00 a.m.
Capitol Extension, Room E2.026
1400 N. Congress Avenue
Austin, Texas
The Texas Bond Review Board (BRB) convened in a planning session at 10:00 a.m., Tuesday, November 9, 2010 in the Capitol Extension, Room E2.026 in Austin, Texas. Present were Ed Robertson, Chair and Alternate for Governor Rick Perry; Kenneth Besserman, Alternate for Comptroller Susan Combs; Andrew Blifford, Alternate for Speaker Joe Straus; and Don Green, Alternate for Lieutenant Governor David Dewhurst. Also in attendance were Tom Griess with the Office of the Attorney General, Bond Finance Office staff members and others.
1. Call to Order
Bob Kline, Executive Director of the BRB, called the meeting to order at 10:05 a.m. He announced that this was a planning meeting of BRB to receive and discuss information relative to the applications before the BRB. No votes would be taken.
1. Texas Public Finance Authority (TPFA) Texas Workforce Commission (TWC) Unemployment Compensation Obligation Assessment Revenue Bonds, Series 2010A and 2010B
Representatives present were: Dwight Burns, Executive Director, TPFA; Susan Durso, General Counsel, TPFA; John Hernandez, Deputy Director, TPFA; Gene Crump, Deputy Executive Director, TWC; Paul Jones, General Counsel, TWC; Barron Wallace, Vinson & Elkins, Co-Bond Counsel; Tom Pollan, Bickerstaff, Heath, Delgado and Acosta, Co-Bond Counsel; Jerry Kyle, Andrews Kurth, Underwriter’s Counsel; Tim Peterson and Chris Allen, First Southwest, Financial Advisor.
Bob Kline stated that TPFA was seeking approval to issue Unemployment Compensation Obligation Assessment Revenue Bonds, Series 2010A (1st Tranche) and Series 2010B (2nd Tranche) and any other series or subseries as may be designated by TPFA on behalf of the TWC in an aggregate par and maximum total proceeds amount not to exceed $2,300,000,000 including premiums, if any. The anticipated par amount is estimated to be $2,212,450,000. Because TWC is limited to $2 billion per issue, TPFA will issue in two separate Tranches consisting of approximately $1.24 billion for the Series 2010A bonds and between $800 million and $1.0 billion for Series 2010B.

Proceeds from the Series 2010A and 2010B bonds will be used to fund: 1) the repayment of approximately $1.49 billion in Federal Advances borrowed by the state; 2) payment of benefits under the state and federal UC Program; and 3) the costs of issuance of the bonds.

TWC and TPFA approved the issuance on August 17, 2010 and September 2, 2010, respectively.

Dwight Burns commented that with the recent economic downturn, Texas started to reduce the balance of its Unemployment Trust Fund that pays unemployment compensation for people who have lost their jobs through no fault of their own. Texas began borrowing from the US Treasury in July 2009 to pay benefits. By the middle of December, TPFA anticipates that the federal advances to the Trust Fund would be about $2 billion. TPFA has structured the issue as tax-exempt, fixed-rate debt to take advantage of favorable market conditions and utilize call flexibility enabling it to retire the bonds early. 

Ratings received from Moody’s, Fitch and S&P are Aa1, AA+ and AAA, respectively. 

1. Texas Public Finance Authority (TPFA) Texas Southern University (TSU) Revenue Financing System Revenue Bonds, Series 2010
Representatives present were: Dwight Burns, Executive Director, TPFA; Susan Durso, General Counsel, TPFA; John Hernandez, Deputy Director, TPFA; Jim McShan, Chief Financial Officer, TSU; Louis Edwards, Treasurer, TSU; Dilip Anketell, Executive Director, Facilities and Construction, TSU; Jerry Kyle, Andrews Kurth, Bond Counsel; Richard Donoghue, McCall Parkhurst and Horton, Underwriter’s Counsel; Drew Masterson, First Southwest, Financial Advisor; Cheryl Allen, Senior Vice President, Southwest Securities, Senior Underwriter; and Mark Nicholson, Vice President, Southwest Securities.
Bob Kline stated that TPFA was seeking authorization to issue TSU Revenue Financing System Bonds, Series 2010 in a par and aggregate amount not to exceed $31,500,000 including premiums, if any. 
The proceeds of the Series 2010 Bonds will be used to build the Leonard H.O. Spearman Technology Building and pay costs of issuance. The new technology building will replace the old building that has significant structural and foundation problems and was closed following extensive damage during Hurricane Ike.
The Texas Higher Education Coordinating Board approved the project on March 24, 2009. The TSU Board of Regents approved the issuance at its regular meeting on August 20, 2010. The TPFA Board approved the request for financing at its meeting on October 13, 2010.
Dwight Burns stated the University has indeed regained its traditional fiscal stability that was seen a few decades ago and that its rating has been upgraded to Baa3 and BBB+ by Moody’s and Fitch, respectively. 
Jim McShan said that this is the only project planned at this time and that TSU will only issue additional debt to the extent it receives TRB authorization during the 82nd legislative session. 
1. Texas State Technical College (TSTC) Lease Purchase (IT Equipment and Software)
Representatives present were: Dr. Francette Carnahan, Vice Chancellor for Educational Effectiveness, TSTC; Mr. Rick Herrera, Chief Technology Officer, TSTC; and Dr. J. Gary Hendricks, Vice Chancellor for Financial and Administrative Services, TSTC. 
Bob Kline stated that TSTC was seeking approval to finance the total cost of $915,000 for various IT equipment and software purchases through the Texas Public Finance Authority’s (TPFA) Master Lease Purchase Program (MLPP). 
The proposed projects include purchasing and implementing a reporting tool, consolidating various campus level IT operations and implementing a strategic planning tool for accreditation purposes.
The TSTC Board of Regents approved the financing on November 4, 2010 and provided a copy of the Certificate of Minute Order during the BRB meeting.
Bob Kline asked the rate TPFA anticipated paying for CP. Dr. Gary Hendricks said that past TSTC financings through TPFA have been at a 5% rate and that the rate was not as competitive as it has been in the past. TSTC will discuss rates with TPFA and will solicit vendor financing rates to achieve the most cost effective financing. At this point TSTC has structured the transaction for TPFA’s MLPP. 
1. The University of Texas System (UT) Authorized but Unissued Tuition Revenue Bond Projects
Representative present from UT was Mike O’Donnell, Associate Vice Chancellor of Facilities, Planning, and Construction.
Bob Kline stated that The University of Texas System was seeking re-approval for a TRB project originally approved by the BRB on November 20, 2008 in the amount of $39,796,000. The total project cost is estimated to be $49,745,000 of which $39,796,000 will be funded with TRBs, $7,049,000 with Revenue Financing System bonds and $2,900,000 with Higher Education Assistance Fund bonds. 
Debt service has been appropriated under the General Appropriations Act, 81th Legislature, Regular Session.
Mike O’Donnell explained that the delay on this particular project was due to both the design revision and the education programming. The project is now ready for design development with construction on the project planned to begin early next year. The requested project amount is the same amount that was approved last fiscal year.
1. Texas Water Development Board State of Texas Water Financial Assistance Bonds, Series 2011A (WIF) and 2011B (SPP)
Representatives present were Nancy Marstiller, Development Fund Manager, TWDB and Piper Montemayor, Director Debt and Portfolio Management, TWDB.
Bob Kline stated that the TWDB seeks approval to issue its State of Texas General Obligation Water Financial Assistance Bonds in one or more series with par amounts and maximum total proceeds of $384,065,311 including premiums, if any. The TWDB expects to issue in two series (2011A and 2011B) with each series corresponding to one program: the Series 2011A will be issued for the WIF with a par amount not to exceed $204,598,951, and the Series 2011B will be used for the SPP with a par amount not to exceed $179,466,360. 
The proceeds of the bonds will be used to finance water assistance projects through the WIF and SPP loan programs which provide financial assistance to certain political subdivisions for water and water-related projects and to pay the cost of issuance. 
The TWDB authorized the issuance of the 2011A and 2011B bonds on September 23, 2010.
The TWDB anticipates adopting separate resolutions authorizing the issuance of the 2011A and 2011B bonds at its meeting scheduled for 9:30 am on November 18, 2010.
Bob Kline asked Ms. Montemayor to explain the difference between what TWDB is requesting and what TWDB expects to use. She stated the TWDB has authority remaining from the Legislature as identified in the Appropriation’s Act for both WIF and SPP and is requesting authority to issue up to those remaining amounts. TWDB has provided a list of pending applications but requests authority to issue the full amount pending receipt of future applications. If no additional applications are received, the TWDB will only issue for projects that have commitments.
1. EXEMPT - Veterans’ Land Board State of Texas Veterans Bonds, Taxable Refunding Series 2010D
This transaction is on the exempt track with the 6-day review period ending at the COB Friday, November 12, 2010.
1. EXEMPT - Veterans’ Land Board State of Texas Veterans Bonds, Taxable Refunding Series 2010E
This transaction is on the exempt track with the 6-day review period ending at the COB Friday, November 12, 2010.
1. Update on Texas Department of Transportation’s Liquidity Provider
Representatives present were John Munoz, Deputy Director, Finance Division, TxDOT and Jennifer Wright, Debt and Portfolio Management, Finance Division, TxDOT.
John Munoz briefed the Alternates on the status of the Texas Mobility Fund, Series 2005B Bonds stating that DEPFA, the liquidity provider for the bonds was downgraded in October and that had an impact on the secondary market for the trading for the variable-rate debt. DEPFA’s rating is now stable at Baa3, BBB+ and BBB by Moody’s, Fitch, and S&P, respectively. The current interest rate is still very attractive at 1%. TxDOT is making sure that it does not experience a situation where the bonds are unable to be remarketed. TxDOT has three options in case there is an issue with increasing interest rates: 1) look for another liquidity provider for the debt (at this point there are no candidates); 2) provide self-liquidity for the bonds; or 3) completely defease the bonds. The initial issuance of the 2005B bonds was $100 million and $85.4 million is currently outstanding. 

1. Public Comment
There was no public comment.
1. Date for Next Board Meeting
The next Board meeting is scheduled for Thursday, November 18, 2010.
1. Items for Future Agendas
Each of you has received an updated list detailing future bond transactions.
1. Adjourn
There being no further business to discuss, the planning session adjourned at 10:40 a.m.




