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Minutes

Texas Bond Review Board 

Thursday, May 17, 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, May 17, 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 10:00 a.m.  A quorum was present.  A copy of the agenda is attached to these minutes.

Minutes for the meeting that was held on April 19, 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 Water Development Board (TWDB) — Texas Water Development Bonds, Water Development Refunding Bonds and Water Financial Assistance Bonds, Series 2001
Representatives present were: Kevin Ward, Deputy Executive Administrator; Nancy Marstiller, Director of Debt Management; Suzanne Schwartz, Gerald Slater, and Sandy Kaiser, TWDB staff; Jeff Leuschel with McCall, Parkhurst & Horton, L.L.P., bond counsel; Anne Entrekin with First Southwest Company, financial advisor; and Vincent Matrone with Goldman, Sachs & Co., underwriter.

The Texas Water Development Board requested approval for issuance of State of Texas Water Development Refunding Bonds Series 2001A and Taxable Series 2001B and Water Financial Assistance Bonds, Series 2001A-C  in an aggregate amount not to exceed $150,000,000.  

The. Texas Water Development Fund I and Fund II provide loans to eligible applicants for the construction of local or regional water supply, wastewater treatment, flood control, and municipal solid waste management projects.  The projects include facilities such as water wells, transmission mains, storage tanks, and water and sewage treatment plants.

In regard to Development Fund I, the proceeds of the Water Development Refunding Bonds, Series 2001A  ($34,700,000) would be used to prepay the Water Development Board’s obligations under a federal contract entered into in connection with the construction of Palmetto Bend Dam and Reservoir.  The proceeds of the Water Development Bonds Taxable Series 2001B ($300,000) would be used to pay certain costs incurred by TWDB in connection with the prepayment of the federal contract that, under federal tax law, cannot be financed as a tax-exempt obligation. 

In regard to Development II, the proceeds of the Water Financial Assistance bonds issued would be used as follows: Series 2001A ($25,000,000) to provide financial assistance in the form of loans and/or grants to political subdivisions in economically distressed areas of the state for water supply, water quality enhancement and flood control purposes; Series 2001B ($40,000,000) to provide financial assistance for water supply, water quality enhancement and flood control purposes, and for transfers to any state revolving fund administered by TWDB; and Series 2001C ($50,000,000) for the acquisition of interests in state participation projects.

All of the bonds would be secured by the state’s general obligation pledge.  As such, the state’s full faith and credit are pledged to repayment of the bonds.  Additionally, all of the bonds, except for EDAP and state participation bonds, were projected to be self-supporting to the extent that all income from invested funds and income received from interest and principal collected from loans made under the various programs would be used to pay debt service on the bonds.  TWDB has not drawn funds from the State Treasury since 1980 to pay debt service on its bonds (except for EDAP and state participation program bonds).   

The TWDB is currently rated Aa1 by Moody’s, AA by Standard & Poor’s, and AA+ by Fitch IBCA.  It was anticipated that the proposed bonds would receive the same credit ratings; thus, the Board did not anticipate the purchase of bond insurance.

Consultants for the proposed issue were: First Southwest Company, financial advisor; McCall, Parkhurst & Horton, L.L.P., co-bond counsel; Wickliff & Hall, P.C., co-bond counsel; Goldman, Sachs & Co., senior managing underwriter; Vinson & Elkins, L.L.P., underwriter's counsel; and Bank of New York, paying agent.  Co-managing underwriters were: Dain Rauscher, Inc.; Morgan Keegan & Company, Inc.; Salomon Smith Barney; Southwestern Capital Markets; Walton Johnson & Company; and U.S. Bancorp Piper Jaffray.

The bond resolutions authorizing the issuance of the proposed bonds were adopted on May 16, 2001 by the board of the TWDB. The bonds were expected to be sold, through negotiated sale, on May 31, with closing on June 20, 2001.

Ms. Guthrie asked about the elapsed time following approval by the 76th Legislature and the application for issuance.  Mr. Ward explained that environmental and engineering work had been required to be completed prior to the issuance. 

Ms. Gonzalez expressed appreciation for TWDB staff members' time in meeting with her to discuss the complexities of the proposed issue.  Mr. Ward reported that the legislature had wanted the TWDB to achieve recovery.  Subsequently, the TWDB had restructured contracts and renegotiated asset management. He said the TWDB had only recently began receiving loan payments that actually offset the costs. It was anticipated that another refunding issuance might be contemplated in the summer of 2002.  Analysis of the refunding possibility would coincide with the agency's legislative appropriations request for the 2004-2005 biennium. 

In response to a question from Ms. Gonzalez, Mr. Ward stated that the TWDB shares in water rights, where applicable.  In the event of default on the loans, TWDB would seek ownership of the water rights.  

UPON MOTION BY WAYNE ROBERTS AND SECOND BY MELISSA GUTHRIE, THE TEXAS BOND REVIEW BOARD APPROVED THE ISSUANCE BY THE TEXAS WATER DEVELOPMENT BOARD OF STATE OF TEXAS WATER DEVELOPMENT BONDS SERIES 2001A AND TAXABLE SERIES 2001B, AND WATER FINANCIAL ASSISTANCE BONDS, SERIES 2001A, B, & C, IN AN AGGREGATE AMOUNT NOT TO EXCEED $150,000,000, WITH COSTS OF ISSUANCE NOT TO EXCEED $241,580 AND UNDERWRITERS’ SPREAD NOT TO EXCEED $6.05 PER $1,000, AS OUTLINED IN THE APPLICATION DATED MAY 1, 2001, AND AS SUPPLEMENTED MAY 3, 2001.

Other Business

Report from the Executive Director

Mr. Buie reported that staff had completed the Historically Underutilized Business Report for bond transactions completed between September 1, 2000 and February 28, 2001.  On May 15, 2001, the report was distributed to the Joint Commission on Historically Underutilized Businesses.  

Mr. Buie distributed a list of legislation that was being tracked by staff.   Discussion followed regarding key points of pending Senate Bill 322 that would affect the private activity bond allocation program.  Mr. Buie agreed to provide summary information to Alternates later in the day.

There being no further business, the meeting was adjourned at 10:22 a.m.







Respectfully submitted,







Wayne Roberts







Chair

AGENDA
Texas Bond Review Board

Thursday, May 17, 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

Texas Water Development Board — Texas Water Development Bonds, Water Development Refunding Bonds and Water Financial Assistance Bonds, Series 2001

IV.
Other Business

Report from Executive Director

V.
Adjourn


