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Introduction 

The Texas Bond Review Board (BRB) is responsible for the approval of all state bond 
issues and lease purchases with an initial principal amount of greater than $250,000 or of 
a term longer than five years. The BRB also is responsible for the collection, analysis, 
and reporting of information on the debt of local political subdivisions in Texas. Lastly, 
the BRB is charged with the responsibility of administering the state's private activity 
bond allocation program. This report discusses the activities undertaken by the Board, 
and related events of the past fiscal year. 

The Texas economy has experienced an economic slowdown, but has done better 
than the nation as a whole. Employment growth in Texas dropped from 3.3 percent in 
June 2000 to 2.3 percent in June 2001. Nationally, employment growth has dropped 
from 2.5 percent to 0.3 percent during the same time period. The performance of the 
economy is reflected in the state's financial position, with the ending General Revenue 
Fund balance totaling approximately $4.9 billion, an increase of28.2 percent from 2000. 
However, other funds and petty cash decreased by approximately 64 percent from $9.7 
billion to $5.9 billion in fiscal 200 I. The total of all funds decreased by 25 percent to 
$10.8 billion for fiscal 2001. 

'fax-supported debt ratios for Texas rank well below other states, including com­
parisons with the ten most populous states and those rated AAA by the three major rating 
agencies. Although tax-supported debt outstanding increased modestly during the past 
fiscal year, clue to the increase in unrestricted general revenue, the percentage of these 
funds utilized for debt service also increased. Bureau of the Census figures depict the 
significant level of local debt burden in the state as a percentage of combined state and 
local debt, and contrasts Texas with the ten most populous states. The state remains well 
below its constitutional debt limit of 5 percent, with a ratio of 1.90 percent, a decrease of 
6.4 percent from fiscal year 2000 and a total decrease of 13.6 percent from fiscal year 
1999, due to increases in general revenues and retirement of old debt. 

Approximately $2.0 billion in new-money and refunding bonds and commercial 
paper were issued by state agencies and institutions of higher education in fiscal 200 I. 
This figure represents a total decrease in issuance of 4.7 percent from fiscal 2000. The 
refunding transactions resulted in net present value savings of approximately $26.2 
million for state issuers. Projections for fiscal year 2002 show an increase in state debt 
issuance. 

Issuance cost data for the transactions that closed in fiscal 2001 reveal the average issu­
ance cost for state bonds was $612,913, or $7.92 per $1,000 in bonds issued. This is a 
decrease or 13.4 percent in total average costs per issue from last fiscal year, on a per $1,000 
basis. The average issue size increased by 37 .8 percent to $94.1 million in fiscal 200 I. 

Although the state's private activity bond volume cap increased to S 1,303,238,751 
from $1,002,207,050 million in 200 I, the program experienced application demand of 
$3.25 billion, more than 249 percent of the available authority. Initial applications for 
the 2002 program year indicate a similar level of requests, $3.20 bill ion, for bond alloca­
tion authority to finance "private activities" such as housing, pollution control, and 
student loans. 

The report concludes with five appendices. Appendix A provides a detailed descrip­
tion of each state bond transaction that closed in fiscal 200 I. Appendix B reports on 
commercial paper and variable rate debt programs used by state agencies and universi­
ties. Appendix C is a brief discussion of each of the state's bone\ issuing entities, and 
Appendix D contains the BRB 's current administrative rules. Appendix E contains a 
glossary of public finance terms and definitions. 
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Cautionary Statements 
Chapter 1231 of the Texas Government Code directs issuers of state securities to report their 
securities transactions to the Bond Review Board (BRB). Chapter 1231 also requires the BRB to 
report the data to the governor, lieutenant governor, the speaker of the house, and each member of 
the legislature in an annual report within 90 days of the end of each state fiscal year. This report is 
intended to satisfy these Chapter 1231 duties. 
 
The data in this report and on the BRB’s website is compiled from information reported to the BRB 
from various sources and has not been independently verified. The reported debt and defeasance 
data of state agencies may vary from actual debt outstanding, and the variance for a specific issuer 
could be substantial. 
 
State debt data compiled does not include all installment purchase obligations, but certain lease-
purchase obligations are included. In addition, SECO LoanSTAR Revolving Loan Program and 
certain other revolving loan program debt and privately-placed loans are not included. Outstanding 
debt excludes debt for which sufficient funds have been escrowed to retire the debt either from 
proceeds of refunding debt or from other sources.  
 
Future debt issuance is based on estimates supplied by each issuing agency. Future debt service on 
variable-rate, commercial paper, and other short-term and demand debt is estimated on the basis of 
interest rate and refinancing assumptions described in the report. Actual future data could be 
affected by changes in legislative and oversight direction, agency financing decisions, prevailing 
interest rates, market conditions, and other factors that cannot be predicted. Consequently, actual 
future data could differ from the estimates, and the difference could be substantial. The BRB 
assumes no obligation to update any such estimate of future data. 
 
Historical data and trends presented are not intended to predict future events or continuing trends, 
and no representation is made that past experience will continue in the future.  
 
This report refers to credit ratings. An explanation of the significance of the ratings may be obtained 
from the rating agencies furnishing the ratings. Ratings reflect only the respective views of each 
rating agency. In reporting ratings herein, the BRB does not intend to endorse the ratings or make 
any recommendation to buy, sell or hold securities.   
 
This report is intended to meet chapter 1231 requirements and inform the state leadership and the 
Legislature. This report is not intended to inform investors in making a decision to buy, hold, or sell 
any securities, nor may it be relied upon as such. Data is provided as of the date indicated and may 
not reflect debt, debt service, population or other data as of any subsequent date. This data may 
have changed from the date as of which it is provided. For more detailed or more current 
information, see the issuers’ web sites or their filings at Electronic Municipal Market Access 
(EMMA®). The BRB does not control or make any representation regarding the accuracy, 
completeness or currency of any such site, and no referenced site is incorporated herein by that 
reference or otherwise.  
 
 



CHAPTER 1 
Texas Debt in Perspective 

Total debt ol/lstanding in the state of 

Texas remains concentrated at the local 
level. At the end ojjisca/ 2001, state debt 
accoullfsfor 16.3 percent of the total state 

and local debt outstanding. 

Texas' Financial Position Remains 
Positive 

Texas ended the fiscal year on a 
positive note with a General Revenue 
Fund cash balance of nearly $5.0 
billion. This represents a 28.2 percent 
increase over the fiscal 2000 balance of 
$3.9 billion. Since 1988, Texas has 
ended the fiscal year in the black every 
year ( Figure I). 

Year-end net revenues and other 
cash sources totaled $80.7 billion, while 
net expenditures totaled $80.0 billion 
(Table I). Total tax collections received 
in the General Revenue Fund increased 
by 7.6 percent over fiscal 2000. During 
fiscal 2001, the state's primary source 
of revenue, the sales tax, contributed 
53.8 percent of the total taxes received. 
Sales tax collections increased by 4.7 
percent from the prior fiscal year. Natu­
ral gas production tax revenue ended the 
year at $1.6 billion, an increase of 128.9 
percent over fiscal 2001. Two other large 
contributors to the tax base of the state, 
lhc motor vehicle sales and motor fuels 
tax, increased by 4.4 and 2.9 percent, 
respectively, a significant decrease in 
growth compared to the 12 and 4 
percent increases in fiscal 2000. 

77th Legislature Passes $113,8 Billion 
Budget 

The 77th Legislature convened in 
January 200 I and approved the budget 
for the 2002-03 biennium. This budget, 
Senate Bill 1, calls for total expenditures 
of $113.8 billion, an increase of 11.6 
percent over actual expenditures for the 
2000-01 biennium. Included in this all-
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Table I 

STATEMENT OF CASH CONDITION 
CONSOLIDATED GENERAL REVENUE FUND 

(amounts in thousands) 

Fiscal 2000 Fiscal 2001 

Revenues and Beginning Balance 
Beginning Balance, September l $4.316,448 $4.100,106 '"" 

Tax Collections 
General Revenue Fund 

Sales Tax 13,976,657 14,6)4.])4 
Oil Production Tax 416,620 442,580 
Natural Gas Production 1:1.x 697,666 1,596,886 
Motor Fuels Taxes 2,688,158 2,765,511 
Cigarette and Tobacco Taxes 531,853 584,586 
Motor Vehicle Sale/Rental, Mfg. Housing Sale 2.782,017 2.905,518 
Franchise Tax 2,065.276 1.960,365 
Alcoholic Beverages Taxes 5 [4,803 541,306 
Insurance Occupation Taxes 796,567 820.017 
Inheritance Tax 278,485 322,355 
Hotel and Motel Tax 235,804 246,813 
U1ililies Taxes 264.424 339,404 
Other Taxes 35 438 41 676 

Total Tax Collections $25.28.1,768 $27,201.171 

Federal Income $12,912,718 $14,174,722 
Interest & Investment Income 171.266 297,830 
Licenses, Fees, Permits, Fines, & Penalties 3,240,043 3,443,842 
Contributions to Employee Benefits 116,545 127.260 
Sales of Goods and Services 184.657 192,081 
I .and Income 18,900 31,587 
Settlements of Claims .115,162 392,229 
Net Lottery Proceeds 1.304, 198 ! ,393,347 
Other Revenue Sources 1,062,778 l, 165,478 
lnterfund Transfers/ Investment Transactions 30.427 694 12 280 862 

Total Net Revenue and Other Sources $75,037,729 $80,700,609 

Expenditures and Ending Balance 
General Government $1,609,584 $1,964,040 
Health and Human Services 16,.122,275 18,018.571 
Public Safety and Correction 2.716,167 2,887,898 
Education 17.144,124 18,268,605 
Employee Benefits 1,739.625 1,762,274 
Lottery Winnings Paid 249.692 166,488 
Other Expenditures* 1.254,441 1.211,767 
lnterfund Transfers/ Investment Transactions 34 247.850 35.555.996 

Total Expenditures and Other Uses $75 503 958 $80 017.641 

Ending Balance, August 31 $ 1,870,219 $ 4.963.074 

Percent 
Change 

-0.840f-

4.71 o/c 
6.2Y7c 

128.897c 
2.88tk 
9.91'/c. 
4.44% 

-5.08'/(' 
5.15</(' 
2.94Sf-

15.75Sf-
4.67<;{; 

28.367c 
17.6o<k 

7.58<;{; 

9.77% 
73.90% 
6.29% 
9. J 9l/r 
4.029( 

67.139(' 
24.45Cf 

6.84Sf-
9.66% 
6.09% 

7.557c 

22.02% 
10.397c 
5.557c 
5.331;'(, 
l.30S'c, 

46.78Cfc. 
-3.24ck 

3.8Yk 

6.00% 

28.247c 

* Includes Transportation, Natural Resources/Rccrca1io11al Services. Regulatory Agencies. 
** Cash transfer from Telecommunication lnfrn~tntclure Fund. 

Source: Texas Comptroller of Public Account~. 
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Figure l 

ENDING CASH BALANCE 
IN TEXAS' GENERAL REVENUE FUND 

(millions of dollars) 
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Note: Of the ending cash balance, approximately $1.2 billion in 1993, $1.6 billion in 1994, and $1.4 billion in 1995 were attributed to the consolidation 
of funds into the General Revenue Fund. 

Source: Texas Comptroller of Public Accounts. 

funds amount was $61. 7 billion general 
revenue spending. This was an increase 
of $5.1 billion, or 9. l percent, over the 
2000-01 biennium general revenue 
spending level. As required by the Texas 
Constitution, the State Comptroller cer­
tified that sufficient revenue is available 
to pay for the state's 2002-03 budget. 

Of the total $113.8 billion (all 
funds) that will be spent during the bi· 
ennium, 58.2 percent are appropriated 
q;eneral revenue and dedicated general 

venue funds. Federal funds comprise 
; percent of the state's available rev­

with the remainder, 11.2 percent, 
from other sources. 

~ajar funding changes from the 
L.v00-01 biennium of non-dedicated 
general revenue include: (I) an 84.4 per­
cent increase in funding for regulatory 
agencies, (2) an increase of 14.6 percent 
for health and human services and, (3) 
a I 2.0 percent increase in funding for 
higher education. The Texas Legislature 
allocated agencies of education and 
health and human services 57.7 and 20.8 
percent, respectively, of 2002-03 gen-

2 

eral revenue and dedicated general rev­
enue funds. Public safety and criminal 
justice is the third largest expenditure 
of dedicated and non-dedicated general 
revenue and will consume I 0.8 percent 
of these funds in 2002-03. 

Texas GO Bonds Upgraded in 1999 
from Aa2 to Aa 1 

The major credit rating agencies, 
Moody's, Standard and Poor's, and Fitch 
IBCA, currently rate Texas general obli­
gation debt Aal/AA/AA+, respectively. 

When making their assessments, 
rating agencies assess the likelihood of 
timely repayment of principal and inter­
est. Those entities with the strongest 
credit quality are assigned a rating of 
AAA. Ratings of AA or A also indicate 
good quality credit, but not as strong as 
AAA ratings (Table 2). 

Texas' AAA rating was down­
graded in 1987 due to the economic re­
cession experienced by the state <luring 
the 1980s. Since that time, however, 
there has been considerable improve-

ment in the diversification of the state's 
economic base. A steady transition from 
a mining (oil & gas) economy to one 
based increasingly on services and 
manufacturing has broadened the state's 
sources of revenue. 

In June 1999, Moody's Investors 
Service upgraded the state's general 
obligation debt from Aa2 to Aal. The 
core factors that led to the increase in 
the rating are: (1) the state's economic 
expansion, (2) reduced dependence on 
oil and gas, (3) debt ratios remain low, 
(4) states finances are balanced (5) in­
creasing cash balances, and (6) tobacco 
settlement funds are targeted for health 
and higher education. The risks associ­
ated with Texas' general obligation cred­
its are: (1) future of internet taxation, 
(2) modest fiscal reserves, and (3) popu­
lation growth. 

Although Moody's elected to up· 
grade the state's debt rating, Standard 
& Poor's elected to downgrade the 
state's ratings outlook from "positive" 
to "stable." The agency cited a modest 
level of financial reserves ("rainy day 
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fund") as the primary reason for the 
downgrade. The agency's analysis 
concluded that the state's financial flex­
ibility could become impaired without 
adequate financial reserves that are 
supported by a financially sound 
budget. 

Eight States Receive Rating Upgrades 

Eight states received rating up­
grades for state general obligation bonds 
by the three major rating agencies during 
fiscal year ended August 200 I (Table 3 ). 

Moody's Investors Service up­
graded the general obligation debt for 
Connecticut, Pennsylvania, Michigan, 
Hawaii, and California during fiscal 
2001. Standard & Poor's issued upgrades 
for Louisiana, Michigan, Vermont, New 
York, and Hawaii. Fitch IBCA issued 
upgrades for New York and Vermont. 

The "relative value" of a state's 
bonds is determined by how its bonds 
trade in relation to another state's bonds. 
This "relative value" can be used as a 
gauge to determine how the bonds 
should be priced at the initial pricing, 
as well as how they trade on the 
secondary market. 

The Chubb Corporation compiles 
yield differences from a semi-annual 
poll of major municipal bond dealers. 
Traders arc asked to express the aver­
age yield they demand on the general 
obligation debt of a number of states 
relative to the benchmark state. 

According to the July 2001 study, 
Texas general obligation bonds arc trad­
ing an average of 0.131 basis points 
above the interest rate on the benchmark 
general obligation bond, as compared to 
0.088 that was recorded the previous 
year. While Texas general obligation 
bonds were trading at an average 0.36 
percentage points above the benchmark 
in 1987, that average had decreased to 
0.055 in 1998. 

When compared to the ten states 
rated AAA by Moody's and Standard 
and Poor's, Texas general obligation 
bonds were trading 0.119 percentage 
points above that average, as compared 
to 0.104 percentage points recorded last 
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Table 2 

STATE GENERAL OBLIGATION BOND RATINGS 
August 200 I 

Moody's Investors Standard & Poor·s 
State Service Corporation f-itch IBCA 

Alabama Aa3 AA AA 
Alaska Aa2 AA 
Arkansas Aa2 AA ~' 

California Aa2 A+ AA 
Connecticut Aa2 AA AA 
Delaware Aaa AAA AAA 
Florida Aa2 AA+ AA 
Georgia Aaa AAA AAA 
Hawaii Aa3 AA- AA-
Illinois Aa2 AA AA+ 
Louisiana A2 A A 
Maine Aa2 AA+ AA+ 
Maryland Aaa AAA A.AA 
Ma<;sachuse\t<; Aa2 AA- AA-
Michigan Ami AAA AA+ 
i'vlinnesota Aaa AAA AAA 
ivlississippi Aa3 * AA 
Missouri Aaa AAA AAA 
Montana Aa3 AA- * 
Nevada Aa2 AA AA 
New Hampshire Aa2 AA+ AA+ 
New Jersey Aal AA+ AA+ 
New Mexico Aal AA+ "' 
New York A2 AA AA 
North Carolina Aaa AAA AAA 
Ohio Aal AA+ AA+ 
Oklahoma Aa3 AA AA 
Oregon Aa2 AA AA 
Pennsylvania Aa2 AA AA 
Rhode bland AaJ AA- AA 
South Carolina Aaa AAA AAA 
Tennessee Aal AA AA 
TEXAS Aal AA AA+ 

Utah Aaa AAA AAA 
Vermont Aal AA+ AA+ 
Virginia Aaa AAA AAA 
Washington Aal AA+ AA+ 
West Virginia AaJ AA- AA-
Wisconsin Aa3 AA AA+ 

* Not rated 

Sources: Moody"s Investors Service, Standard & Poor·s Ratings Services. and Fitch 113CA. 

year and 0.1 l percentage points recorded 
in fiscal 1999. 

Texas' Debt Ratios Compared to 
Other States and Those Rated AAA 

During fiscal 200 I, Texas' rank fell 
from 38th among all states to 43rd in 
net tax-supported debt per capita accord­
ing to Moody's 2001 State Debt Medi-

ans (Table 4). According to the Moody's 
report, Texas expended $25 l in net tax­
supported debt per capita compared to 
a national median of $541 and an aver­
age of $820. The median net tax-sup­
ported debt per capita among the ten 
most populous states is $689, while the 
average net tax-supported debt is $907. 

Another method of comparing 
Texas' current debt position is to com-

3 
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Table 3 

UPGRADES AND DOWNGRADES IN 
STATE GENERAL OBLIGATION BOND RATINGS 

August 2000 to August 2001 

State Rating Change Agency 

Upgrades 
California Aa3 to Aa2 Moody's 
Connecticut Aa3 to Aa2 Moody's 
I lawaii A! toAn3 Moody's 

A+ to AA- S&P's 
Louisianna A- to A S&P's 
Michigan Aal lO Aaa Moody's 

AA+ to AAA S&P's 
New York A+ to AA S&P's 

A+ to AA Fitch JBCA 
Pennsylvania Aa3 to Aa2 Moody's 
Vermont AA to AA+ S&P's 

AA to AA+ Fitch IBCA 

Downgrades 
California AA to A+ Pitch IBCA 
Hmvaii AA to AA- f'itch IBCA 
Rhode bland Aal to An3 Momly's 
Tennessee AA+ to AA S&Ps 

AAA to AA Fitch IBCA 
West Virginia AA to AA- Fitch IBCA 
Wiscomin Aa2 to Aa3 Moody's 

Sources: Moody\ Investors Service, Standard & Poor's Ratings Services, and Fitch II3CA. 

Figure 2 

pare it against the nine states rated Aaa/ 
AAA/AAA by Moody's, Standard and 
Poor's, and Fitch IBCA respectively 
(Table 5). Ranked against these states, 
Texas' net tax-supported debt per capita 
ranks I 0th. Delaware had the highest 
net tax-supported debt at $1,616. 

According to U.S. Department of 
Commerce figures in 2000, Texas' per­
sonal income per capita is $27,722. This 
amount is below the national average of 
$29,451. 

When compared against those 
states rated AAA by the three major rat­
ing agencies, Texas ranks above three 
of the states: North Carolina, South 
Carolina, and Missouri. 

Examining net tax-supported debt 
as a percentage of 1999 personal income 
shows that Texas ranks 44th among the 
fifty states. Among the nine states rated 
AAA, Texas is ranked last at 1.0 per­
cent. Texas came in below the national 
median of 2.1 percent and the national 
average of 3.0 percent. 

ANNUAL DEBT SERVICE AS A PERCENT 
OF UNRESTRICTED GENERAL REVENUE 

1.90'} 

~Wi / 

,.,j---------------,L~,\\.f----------------j 
1.5.l'.( 

u,<:;,,,. 
r 

1.19<:f 
r 

0.87'( U9SCf L 
r -- r 
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r - r r -
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Sources: Texns Bond Review Board, Office of the Executive Director, nnd Tcxns Comptroller of Public Accounts. 
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Additional data provided by the 

U.S. Census Bureau shows that Texas' 
debt status among the len most popu­
lous states is manageable (Table 6). 
While Texas ranks 3rd among the ten 
most populous states in terms of local 
debt per capita, it ranks I 0th in state debt 
and 8th in combined state and local debt. 

Debt Supported by General Revenue 
Increases 

The use of general obligation debt 
by the state allows for "the full faith and 

credit of the state" to back the payment 
of the bonds. This pledge states that in 
the event that any revenue used to sup­
port the bonds is insufficient to repay 
the debt, the first monies coming into 
the Office of the Comptroller - Treasury 
Operations, not otherwise constitution­
ally appropriated, shall be used to pay 
the debt service on these obligations. 

Some of these general obligation 
bonds, such as those issued by the Texas 
Veterans Land Board, are self-support­
ing. Others, however, such as those 
issued by the Texas Public Finance 
Authority to finance programs for the 
Texas Department of Criminal Justice, 
the Texas Department of Mental Health 
and Mental Retardation, and the Texas 
Youth Commission, arc appropriated 
annual debt-service payments from the 
state's general revenue fund. 

State debt service payable from 
general revenue continues to grow mod­
estly as more general obligation debt is 
issued by the state. At the encl of fiscal 
2001, outstanding state debt payable 

from general revenue was $3.3 billion. 
The Texas Legislature has appropriated 
$981.0 million in general revenue funds 
for general obligation and revenue bond 
debt service during the 2002-03 bien­

nium. Annual debt service as a percent 
of unrestricted general revenue during 
fiscal 2001 was 1.38 percent. This is a 

slight decrease from the 1.41 percent 
paid during fiscal 2000 / Figure 2). 

Although the debt outstanding, as 
well as the corresponding debt service 
payable from general revenue has seen 
a modest increase, the funds accessible 
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Table 4 

SELECTED TAX-SUPPORTED DEBT MEASURES BY STATE 

Net Tnx-Supported 
Moody's Debt as a C/(' of 1999 Net Tax-Supported 

State Rating Pi::rsonal Income Rnnk Debt Per Capita"- ;,,;, Rank 
Hawaii Aa3 l l.Oo/c I $2,987 2 
Massachusetts Aa2 8.5</(' 2 2,957 3 
Connecticut Aa2 8.0C!c 3 3,037 I 
New York A2 6.Yk 4 2,020 4 
New Jersey Aal 5.51k 5 1,935 5 
Delaware Aaa 5.5o/c 6 1,616 6 
Rhode Island Aa3 5.37c 7 1,497 7 
Mississippi Aa3 4.6% 8 918 10 
Wa<;hington Aal 4.4S'c 9 1,316 8 
Kentucky *'~ 4.4% 10 999 9 
West Virginia Aa3 4.2</c II 878 12 
New Mexico Aal 4.0Ck t2 843 14 
Florida Aa2 3.3/k t3 883 II 
Vermont Aal 3.3'k 14 828 15 
Wisconsin Aa3 3.2'k 15 859 t3 
Kansas * 3.1 'k 16 802 t8 
Utah Aan 2.81/c 17 634 22 
Illinois /\a2 2.7cll' 18 8t5 t7 
Maryland Aaa 2.6Cfr 19 8t9 16 
Ohio Aal 2.6% 20 698 20 
Georgia Aaa 2.69c 2t 679 21 
California Aa2 2.S'k 22 733 19 
Louisiana A2 2.5% 23 565 24 
Pennsylv,mia Aa2 2.2% 24 603 23 
Alabama Aa3 2.2C/(' 25 506 27 
Maine Aa2 2.0C/o 26 487 29 
Virginia Aaa I .9'fr. 27 537 26 
Minnesota Aaa l.8'k 28 546 25 
Nevada Aa2 1.8% 29 502 28 
Smtih Carolina Aaa l.8lk JO 398 33 
Montana Aa3 1.7% 31 361 35 
Michigan Aaa 1.6% 32 449 31 
Oregon Aa2 1.6% 33 417 32 
Arizona * 1.6% 34 382 34 
New Hampshiri:: Aa2 l.5</(' 35 463 30 
North Carolina Aaa 1.4% 36 340 36 
Oklahoma Aa3 1.4% 37 320 37 
Tennessee Aal 1.2% 38 308 38 
South Dakota * 1.27c 39 291 39 
Arkansas Aa2 l.2(k 40 260 42 
Missouri Aaa l.l<k 41 288 40 
Indiana *'; I. ]<Jc, 42 283 41 

I TEXAS Aal I.OC'/r, 43 25t 43 I 
Wyoming * l.OS'c 44 250 44 
North Dakota ~'* 0.9Sr 45 207 45 
Colorado * 0.49c 46 t29 46 
Alaska Aa2 0.4% 47 t27 47 
Iowa ' 0.4% 48 89 48 
Idaho * 0.3% 49 78 49 
Nebraska ~' 0.1% 50 25 50 

U.S. Median 3.0Ck $541 

U.S. Mean 2. Vic $820 

'' No general obligation debt. 
*"' Not rated. 
*''~' Based on 2000 population figures. 

Sources: rvtoody's ln\'estors Ser\'ice, 200/ State Debt Mediuns, April 2001, U.S. Bureau of 
Economic Analysis, and U.S. Census Bureau. 

5 



to make payments have grown signifi­
cantly. Unrestricted general revenue is 
typically considered the source available 
to make bond debt service payments and 
to fund appropriations for state opera­
tions. As the state's overall economic 
performance has improved, so has its 
effect on state finances (Figure J); 
however, a slowing of the state's 
economy is expected in fiscal 2002. 

Authorized but Unissued Bonds Add 
to Texas' Debt Burden 

Texas continues to have a moder­
ate amount of authorized but unissucd 
debt on the books. This is debt that has 
been authorized by the Legislature, but 
has not been issued. As of August 31, 
2001, approximately $232.3 million in 
bonds payable from general revenue had 
been authorized by the Legislature but 
remain unissued. Some of these autho­
rized but unissued bonds may be issued 
at any time without further legislative 
action, and others would require a leg­
islative appropriation of debt service 
prior to issuance. 

If these additional bonds were is­
sued, the outstanding debt payable from 
general revenue would be approxi­
mately $3.5 billion. 

Table 5 

SELECTED DEBT MEASURES FOR TEXAS AND STATES RATED AAA 

Net Tax-Supported 
Debt as a 7c of 1999 Net Tax-Supported 2000 Personal 

State Rating"' Personal Income Debt Per Capita'""' Income Per Capita 
Delaware AAA 5.5 $1.616 $31.074 
Georgia AAA 2.6 679 27.790 
rvtaryland AAA 2.6 819 33,621 
~vlichigan AAA 1.6 449 29.071 
i'vlinnesota AAA 1.8 546 31.913 
ivlissouri AAA I. I 288 27,186 
North Carolina AAA 1.4 340 26.842 
South Carolina AAA 1.8 398 2).952 

lrnxAs AA 1.0 251 27,722 I 
Virginia AAA 1.9 537 31.065 

l'Vledi:m of AAA Stales LS $537 $29,071 
!\lean of AAA States 2.3 $630 $29,168 

* Staie~ listed a, AAA are rated Aaa/AAfVAAA by !1,Joody'~. Sland,u-d & Poor"s, and ritch IBCA, respeetirdy. 
Tcxa\ is rated A,d/AA/AA+ by i\fom.ly\, Standard & Poor·s. rnH.! fitch HJCA. re\p¢ctiwly. ~·,kdian and mean 
figures do not include Tc;,.a,. 

"'* Based on 2000 population figures. 

Sources: ~foody's lnrc~tors Serl'ice, 200/ S{(//e Debi ;\lcdim1s. A1n"il 2001: U.S. Cen'>tl'> Bureau: and Bureau of 
fa·onornic Analy.,i,. 

Texas' Constitutional Debt Limit and 
Proposed Debt Management Policy 

The state of Texas is currently lim­
ited by its constitution as to the amount 
of tax-supported debt that may be is­
sued. The 75th Legislature passed 
House Joint Resolution 59, which lim­
its the amount of debt that may be 

Table 6 

issued. The resolution called for a con­
stitutional amendment that was placed 
on the ballot and approved by the 
voters in November 1997. 

This legislation states that 
additional tax-supported debt may not 
be authorized if the maximum annual 
debt service on debt payable from gen­
eral revenue, including authorized bul 

1998-99 TOTAL STATE AND LOCAL DEBT OUTSTANDING: TEN MOST POPULOUS STATES 

I Total State and Local Debt I I State Debt I I Local Debt I 
Purul,,1io11 Per CopH,, 1\l11"Ulll P,•rC,pi1., Per C.,p,u ,\mnunl 'f"fT"1al l'crCapi1a l'crClipit., Amot11ll 'i nfTo1.1I r,,,c,p,1, 

~lalc lth.,uJanJs) R,rnk l111ilh,H1') .~muunl R.u,S 1,rnllion<I Debi 1\1n,111n1 R,m~ (m1lh"n,) De~, -\r,wun, 

New York [9,001 I 5171.419 $9,022 I $76,562 44.7% $4.029 I $94,857 55.3%, $4,992 
New Jersey 8.431 2 47.930 5,685 2 27,932 58.3% 3.313 9 19,998 41.Yk 2,372 
Pennsylvania 12.291 3 69.465 5,652 6 17,658 25.4% 1,437 2 51.806 74.6'k 4,215 
Illinois 12.444 4 62,897 5.054 3 26,582 42.3% 2,136 6 36,315 57.Yk 2.918 
California 33.973 5 168,344 4,955 5 53,974 32.1% 1,589 5 114.370 67.9% 3.366 
Florida 16,058 6 75,706 4.7 !5 8 17.825 23.5'7c 1.110 4 57,881 76.5'i,- 3.604 
~vlichigan 9,954 7 44,095 4.430 4 !6.189 36.7% 1.626 7 27,906 63.39'r 2.803 

I TEXAS 20,948 8 90,558 4,323 10 14,736 16.3% 703 3 75,882 83.8% 3,622 I 
Ohio ! 1,366 9 36.510 3,212 7 14,963 4 l .09'r 1,316 10 21,547 59.0'7c 1,896 
Georgia 8,229 10 26,273 3,193 9 6.269 2J.9C/r 762 8 20.004 76.l '7c 2,431 

J\-IEAN $79,320 $5,024 $27,269 34% $1,802 $52,057 66% $3,222 

Detail may not ,idd to total due to rounding. 

Source: U.S. Census Bureau, State and Local Gm·ernment Finances by Level of Government m1d State: 1998-99. 
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unissued debt, exceeds five percent of 
the average annual unrestricted General 
Revenue Fund revenues for the previ­
ous three fiscal years. 

The debt limit ratio of 1.46 percent 
is for outstanding debt as of August 31, 
2001. Wilh the inclusion of authorized 
but unissued debt, the ratio increases to 
1.90 percent. These figures arc slightly 
less than 1.5 I and 2.03 percent recorded 
during fiscal 2000. 

The 77th Legislalure, with the pas­
sage of House Bill 2190, directed the 
Bond Review Board to adopt a formal 
debt policy and guidelines to ensure that 
state debt is prudently managed and to 
provide guidance to issuers of state 
securities. This report will be available 
in the Spring of 2002. 

Debt Burden in Texas Increases at the 
Local Level 

Data provided by the U.S. Census 
Bureau reveals that Texas' local debt 
burden has fallen into the range of 80 to 
85 percent. At the national level, the use 
of local debt remains relatively un-

SJ0.000 

1991 1992 199J 

Source: Texas Comptroller of Public Accounts. 
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changed ( Figure 4). 
A breakdown among the ten most 

populous states shows that Texas ranks 
3rd in terms of local debt per capita. 
Local debt includes debt issued by 
cities, counties, school districts, and 
special districts (Table 6). 

Local debt per capita in Texas in­
creased by 10.0 percent to $3,622. The 
increase in local debt per capita is a 
direct response to the growing infrastruc­
ture needs of the local communities. Due 
to the state's recent economic prosperity, 
many communities are experiencing 
significant population growth. This net 
migration to the state has forced many 
small and medium-sized communities to 
increase financing for infrastructure 
such as roads, school construction, 
water and wastewater service, etc. Due 
to the aforementioned factors, Texas' 
local debt per capita docs not compare 
favorably to the national average of 
$3,052. In percentage terms, local debt 
accounts for 83.8 percent of the total 
$90.6 million of state and local debt 
outstanding in Texas. 

When comparing the ten most 

Figure 3 

UNRESTRICTED GENERAL REVENUE 
(millions of dollars) 

1994 1995 1996 1997 199S 

populous states in terms of state and lo­
cal debt per capita, the U.S. Census 
Bureau figures show that Texas ranks 
8th on a combined basis at $4,323. The 
average among these states for this 
measure was $5,024. The state with the 
lowest combined state and local debt per 
capita was Georgia with $3,193. 

The debt issuance process in Texas 
remains fragmented on the local level, 
while becoming more consolidated at 
the state level. On the local level, there 
are more than 3,600 debt issuing enti­
lics. At the state level, the number of 
direct issuers has been reduced to 
sixteen. 

Capital Planning Revien' and 
Approval Process 

The 76th Legislature, with the pas­
sage of House Bill I, Article 9, Section 
9-6.52, directed the Bond Review Board 
lo produce the state's Capital 
Expenditure Plan (CEP) for PY 2002-
2003. 

The legislation specifies that all 
state agencies and higher educational 

$27 479 

1999 2()()0 200[ 
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institutions appropriated funds by the 
General Appropriations Act are required 
to report capital planning information 
for projects that fall within four specific 
project areas: ( 1) acquisition of land and 
other real property, (2) construction of 
buildings and facilities, (3) repairs and/ 
or rehabilitation, and (4) acquisition of 
information resource technologies. 

From a budgetary and capital plan­
ning standpoint, a number of state agen­
cies work together to coordinate capital 
reporting and a budget approval process 
of state agencies. They include the 
Governor's Office of Budget and Plan­
ning, Legislative Budget Board, Texas 
Higher Education Coordinating Board, 
Comptroller of Public Accounts, House 
Committee on Appropriations, Senate 
Finance Committee and the Texas Build­
ing and Procurement Commission. 

Through the legislative process, the 
legislature defines the types of projects 
and cost thresholds to be reported in the 
CEP. The BRB coordinates the submis­
sion of capital projects through the CEP, 
develops the report, and determines the 
effect of the additional capital requests 
on the state's budget and debt capacity. 
The completed plan is then forwarded 
to the Governor's Office of Budget and 
Planning and the Legislative Budget 
Board (LBB) for their use in the devel­
opment of recommended appropriations 
to the legislature. The two budget of­
fices, with input from the requesting 
agencies or universities, also assess 
short-term and long-term needs. The 
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Figure 4 

LOCAL DEBT AS A PERCENTAGE OF TOTAL STATE AND LOCAL 
DEBT FOR TEXAS AND THE U,S, 

l<X)', ,..,--------------------------

311'< 

10', 

1'181) 1')~7 

Source: U.S. Census Bureau. Stale ant! Local Go\'Crnmcnt l'ina1m:s by Level ofGovcrnmt·nt: 1998-99. 

legislature determines priority needs 
through consideration of recommenda­
tions from the two budget offices. The 
legislature, with the approval of the 
Governor, then makes the final decision 
on which projecls will be funded. 

Approved capital and operating 
budgets are integrated into the General 
Appropriations Act, which authorizes 
specific debt issuance for capital 
projects. Through the capital budgeting 
process, capital projects are approved for 
the biennial period. In addition, the CEP 
reports on the remaining three out-years 

(2004-2006), to identify long-term 
needs of the state and to plan for the 
future. 

The 2000 CEP represents the first 
published capital expenditure plan for 
the state. The CEP is another manage­
ment tool for the state of Texas, and an 
ongoing developmental process that will 
assist decision makers in assessing 
future individual capital expenditure 
requests within the framework of the 
state's overall financial position.The 
2004-05 Capital Expenditure Plan will 
be available on August 31, 2002. 
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CHAPTER 2 
Texas Bonds Issued in Fiscal 2001 

Issuance of debt by Texas state 
agencies and unl\·ersities decreased only 
slightlyfr0111 the prior yea,; 11•ith 011 ag­
gregate total of$} .65 billion, compared 
to $1.7 billion infiscal 2000. The fiscal 
2001 issues included almost $880 mil­
lion in new money mu/ $775 million in 
refunding bonds (Table 7). Additional 
debt issued included $352 million rl cmn­
merciol paper and voriob!e-rate notes. 

New Money Funding Decreases in 
Fiscal 2001 

New-money bonds issued by Texas 
state agencies and institutions of higher 
education during fiscal 200 I totaled al­
most $880 million, as compared to S 1.4 
billion during fiscal 2000, representing 
a decrease of 35.9 percent ( Figure 5 ). 
Issuance of commercial paper is not 
included. The proceeds provided financ­
ing for infrastructure, housing, and loan 
programs. 

For fiscal year 200 I, there is a split 
between the Texas Water Development 

Board (TWDB) and the Texas Depart­
ment of Housing and Community 
Affairs (TDHCA) as the top issuers of 
new-money bonds. TWDB issued 36.9 
percent of the total fiscal 200 I new­
money debt, whilcTDHCA issued 23.7 
percent. Between the two agencies, they 
captured 60.6 percent of the total new­
money issuance for fiscal 2001. 

Sources of New Money for 2001 

The Texas Water Development 
Board (TWDB) issued 36.9 percent of 
fiscal 2001 new-money debt - totaling 
$325 million - including $175 million 
for its state revolving fund to make loans 
to political subdivisions throughout the 
state for construction of water treatment 
facilities. The remainder will provide 
financial assistance, through various 
TWDB programs, for water supply, 
water quality and flood control for 
political subdivisions. 

The Texas Department of Housing 
and Community Affairs (TDHCA) is-

Table 7 

sued 23.7 percent of total new-money 
bonds amounting to $209 million. 

Unlike fiscal 2000, TDHCA pro­
vided more funds for multifamily hous­
ing than single-family housing. Nine 
transactions accounted for $116 million 
for affordable multifamily housing in 
Houston, Dallas, McKinney, Denton, 
Richardson, and Round Rock, Texas. 
Federal tax law requires a percentage of 
the rental units in these properties to be 
set aside for low- to moderate-income 
households. Of the nine transactions, 
one transaction in the amount of $10.7 
million was designated for constructing 
a 250-unit multifamily residential rental 
project for seniors ages 55 or older. 

Almost $93 million of new-money 
bonds were issued for the TDHCA's 
single-family mortgage revenue bond 
program. The program provides financ­
ing for the purchase of low interest rate 
mortgage loans made by lenders to first­
time homebuyers with very low, low, 
and moderate income who arc acquir­
ing modestly priced residences. 

TEXAS BONDS ISSUED DURING FISCAL 2001 
SUMMARIZED BY ISSUER 

REFUNDING NEW-i\lONEY TOTAL BONDS 
ISSUER BONDS BONDS ISSUED 

Texas Department of Housing & Community Affairs $31,940.000 S208,695,000 $240,635,000 
Texas A&l\1 Uni\'crsity System l l 6,060,550 75,224,450 191.285.000 
Texas Higher Education Coordi11a1i11g Board 75,000,000 75,000,000 
Texas Public Finance Authority 3[8,921,222 12,685,000 33 l .606.222 
Texas State Affordable I lousing Corporation 33,032,000 33,032,000 
Texas State University System 38.400,000 38,400,000 
Texas Veterans Land Board 226,222.5 I 5 60,000,000 286,222.5 l 5 
Texas Water Development Board 324,750,000 324,750,000 
University of Houston System 52,070.000 52.070,000 
University of Texas System 81.665,000 81.665.000 

Total Tex:-is Bonds Issued $774,809,287 $879,856,450 $1,654,665,737 

Note: See Tabk 17. Appendix B. for commercial paper issuance. 

Source: T<.'\.h Bond Rn·ie11· BoarJ. Office of the Executil·c Direl'tor. 
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The other large proportion of 2001 
new-money comprises funding con­
struction and improvement projects at 
other institutions of higher education in 
Texas. The combination of all institu­
tions of higher education and the Texas 
Higher Education Coordinating Board 
account for 27.4 percent of total new­
money issued for fiscal 2001. The Texas 
Higher Education Coordinating Board 
financed $75 million to make funds 
available for the Hinson-Hazelwood 
College Student Loan Program. This 
program provides low interest loans to 
students seeking an undergraduate and/ 
or graduate or professional education 
through public and independent institu­
tions of higher education in Texas. The 
Texas State University System issued 
$38.4 million to fund improvement 
projects and two additional parking 
garage floors to accommodate 220 
vehicles. Finally, The University of 
Houston System issued $52.1 million 
and the Texas A&M University System 
issued $75.2 million for construction of 
buildings and upgrades at their campuses. 

The Veterans Land Board (VLB) 

issued 6.8 percent of total fiscal 200 I 
new-money debt, for a total of $60 mil­
lion. The proceeds will be used to make 
housing and home improvement loans 
to eligible Texas veterans. 

The Texas Public Finance Authority 
(TPFA) closed on a transaction totaling 
roughly $12.7 million, 1.4 percent or 
total new-money. The transaction rep­
resents a balance of the original project 
cost to provide funding for the Texas 
Parks and Wildlife Department 
(TPWD). The proceeds from the bonds 
will finance TPWD infrastructure 
repairs and facility improvements at 
approximately 60 locations throughout 
the state. Some of the uses include 
repair or replacement of roofs, ADA 
required modifications, the repair or 
replacement of water and wastewater 
systems, other utility improvements to 
existing facilities, and TPFA's cost of 
issuance payment. 

Finally, Texas State Affordable 
Housing Corporation concludes fiscal 
year 2001 with two transactions total­
ing $33 million, 3.8 percent of total new 
money. The proceeds of the bonds will 

Figure 5 

be used to fund permanent mortgage 
loans to for the acquisition, rehabilita­
tion, and construction of 561 multifamily 
residential units located in Galveston, 
Arlington, and Irving, Texas. 

Refunding Transactions Increase in 
Fiscal 2001 

With the decline in consumer 
confidence, came the Federal Reserve 
attempt to maintain stability in the 
economy by lowering the federal fund 
rates several times in fiscal 2001. As a 
result, interest rates declined resulting 
in a rise in refunding issues during 
fiscal 200 I. 

Refunding bonds issued by state 
agencies and universities totaled $775 
million, achieving net present value sav­
ings of almost $26.2 million. The 
refunding bonds comprise 46.8 percent 
of total debt issued in fiscal 200 I, as 
compared to refunded debt amounting 
to approximately 20 percent of the total 
refunding bonds issued in fiscal 2000. 

The Texas Public Finance Authority 
refunded the largest amount of outstand-

TEXAS NEW-MONEY AND REFUNDING BOND ISSUES 1989 THROUGH 2001 
(Millions) 
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Table 8 

LEASE-PURCHASE AGREEMENTS 
APPROVED BY THE BOND REVIEW BOARD 

Fiscal 2001 

AGENCY Equipment 

Texas Water Development Board $450,000 
Department of Human Services 

Texas Woman's University 

Total Approved Lease-Purchase Agreements $450,000 

Note: Amounts listed above are Texas Bond Review Board approred amounts. 

Source: Texas Bond Rc\'iew Board, Office of the Executive Director. 

ing debt, issuing $319 million for its 
general obligation bonds. 

The Texas Veterans Land Board is­
sued $226 million in refunding bonds 
for its land and housing programs. Re­
funding bonds also enabled the VLB to 
achieve consolidation of issuance of 
home revenue bonds to construct skilled­
care nursing facilities for veterans. 

The Texas Department of Housing 
and Community Affairs (TDHCA) is­
sued $31.9 million in single-family 
mortgage revenue refunding bonds. 

TexasA&M University issued $116 
million in refunding bonds for its Rev­
enue Financing Bonds. 

The final issue - just a little under 
$81.7 million - allows the University 
of Texas System to refund outstanding 
Revenue Financing System bonds. 

Decreased Interim Financing 

State agencies and institutions of 
higher education use commercial paper 
and variable-rate notes to provide in­
terim financing for equipment, construc­
tion, and loans. Total issuance in fiscal 
200 I was almost $352 million, I 0.4 per­
cent less than the $393 million that was 
exercised in fiscal 2000. 

The Texas Public Finance Authority 
issued $16 million in revenue commer­
cial paper during fiscal 2001. As of Au­
gust 31, 2001, TPFA had a total ofS33.6 
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million in revenue commercial paper 
debt outstanding. The revenue commer­
cial paper program was instituted in 
1992 to finance the agency's Master 
Lease Purchase Program (MLPP). This 
program offers low-cost financing for 
state agencies to purchase items such as 
computer equipment, automobiles, and 
real property. Through the MLPP, the 
TPFA purchases the requested item and 
leases it back to the client agency. Upon 
completion of lease payments, the title 
is transferred to the lessee. 

The University of Texas System is­
sued approximately S 127 million in 
Revenue Financing System (RFS) com­
mercial paper notes and $100 million in 
Permanent University Fund (PUF) vari­
able-rate notes during fiscal 2001. As of 
August 31, 2001, the System had $218.8 
million of RFS commercial paper and 
$200 million of PUF variable-rate notes 
outstanding. The System uses commer­
cial paper and variable-rate notes to pro­
vide interim financing for construction 
projects and to purchase equipment. 

The Texas A&M U nivcrsity System 
issued $5.8 million in RFS commercial 
paper, and $35.6 million in PUF vari­
able-rate notes during fiscal 2001. As of 
August 31, 200 I, the System had no 
RFS commercial paper outstanding and 
$35.6 million of PUF variable-rate notes 
outstanding. The System utilizes 
commercial paper and variable-rate 

Other TOTAL 

$450,000 

$9,800,000 9,800,000 

19,356,139 19,356,139 

$29,156,139 $29,606,139 

notes to finance construction projects on 
its campuses. 

During fiscal 2001, the Texas Tech 
University System issued $46.8 million 
in RFS commercial paper. As of August 
31, 2001, the TTU System had $64.4 
million of commercial paper outstand­
ing. The System established its commer­
cial paper program in 1998 to finance 
construction projects. 

The Texas Department of Housing 
and Community Affairs issued $15.6 
million in commercial paper during 
fiscal 200 I. The total amount of com­
mercial paper outstanding as of August 
31, 2001, was $15.6 million. TDHCA 
established its commercial paper 
program in 1994 to enable the agency 
to recycle certain prepayments of single­
family mortgage loans, thereby preserv­
ing the private activity volume cap 
allocation under its single-family 
programs. Once TDHCA has issued a 
substantial aggregate amount of notes, 
the notes are refunded with single­
family mortgage revenue bonds. The 
preservation of the volume cap allows 
TDHCA to make additional mortgage 
loans for modestly priced housing. The 
program targets first-time homebuyers 
of very low, low, and moderate income. 

The Texas Agricultural Finance 
Authority (TAFA) issued $5 million in 
commercial paper notes to purchase 
participation notes from lenders or fund 
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Table 9 

TEXAS STATE BOND ISSUES EXPECTED DURING FISCAL 2002 

ISSUER 

General Obligation Bonds 
Self-Supporting 

Texas Higher Educ:ation Coordinating Bmm..1 
Texas V..-terans Land Board 
Texas Veteran~ Land Boan.I 
Texas Veterans Land Bo;u-d 
Texa, Veteran, Land Board 
Texas Veterans Land Board 
Tcxa~ Veterans Land Board 
Texas Water Development Board 

Total Self-Supporting 

Not Self-Supporting 
Texa, Public Finance Authority* 
Texa, Public Finance Authority* 
Tcxa~ Publit- Finance Amhority1 

Texas Public Finance Authority' 
Texas Public Finance Authority* 
Tex:i, Public Finam.:c Authority* 
Tc.,as Water Development Board 

Total Not Self-Supporting 

Total General Obligation Bonds 

Non-General Obligation Bonds 
Self-Supporting 

Texa, A&M Uni\'er,ity System - PUr 
Texa, A&M Uniwr,,ity System - RfS* 
Texa~ Department of Housing & Community Affairs 
Texas Department of Housing & Community Affairs 
Texas Department of Housing & Community Affairs 
Texa, Department of Hou,ing & Community Affairs 
Texa, Department of I lousing & Community Affairs 
Texas Department of Housing & Community Affairs 
Texas Depanmem of Housing & Community Affair~ 
Texas Department of Housing & Community Affair~* 
Te.xa~ ])epartmcnt ofTran~porl<llion 
Tc.,as Tech University 
Texas Veterans Land Board 
Texa, Veterans Land Board 
Texa, Veteram Land Board 
Texa., Water Development Hoard 
Texas Water De\'clopmcnt Board 
Texas Water De\'eloprnent Board 
Texas Watl.'r Derelopment Board 
Texa\ Woman's Unil'er,ity 
The UniYer~ity ofTe:-.a~ System - PUf 
The Unil'ersity of Texas System - PUF 
The Unil'ersity ofTexa, System - RFS* 
The Uni\'crsily of Texa, System - RrS* 
The Uni\'crsity of 'lbas Sy~l<."111 - RFS"' 
Uniwrsity of Hou~tun System 
Unirersity of North Texas System 

Total Self-Supporting 

Not Self-Supporting 
Texas Public Finance Authority 
Texa,; Publi<.: Finance Authority 
Te:-.as Public finance Amhority 
Tc:-.as Public Finance t\uthority 
Tcxa, Public Finan<.:c Authority 
Texas Publi<.: Finance Authority 
Te.,as Public Finance Authority* 

Total Not Self-Supporting 

Total Non-General Obligation Bonds 

Total All Bonds 

8 Commercial Paper or Variable-Rate Note program. 

APPROXli\lATE 
AMOUNT 

S75,000,000 
60,000,000 
30,000,000 
60,000,000 
30,000,000 
60,000,000 
60,000,000 
25.000,000 

$400,000,000 

5,14,500,000 
31,000,000 

2,300,000 
33,900,000 

7,085,000 
175,000,000 
I 00,000,000 

$363,785,000 

$763,785,000 

$27,000,000 
75,000,000 

107,325,000 
32,250,000 
54,300,000 

146,618,018 
[2,000,000 
10,000,000 
20,000,000 
15,585,000 

300,000,000 
184,000,000 
60,000,000 
60,000,000 
40,092,5 [5 

I 00,000.000 
I 00,000,000 
400,000,000 
200,000,000 

25,795,500 
115,000,000 
150,000,000 
264,200,000 
315,800,000 
200,000,000 

30,918,750 
32,000,000 

$3,077,884,783 

$4-721,580 
9,000,000 

75,000,000 
8,967.500 

14,072.000 
64,500,000 
60,J 72,562 

$236,433,642 

$3,314,318,425 

q 078 103 425 

PURPOSE 

College Student Loans 
Veterans Hou\ing Bonds 
Veterans I .and Bonds 
Veteran~ Housing Bonds 
Veterans Land Born.ls 
Veterans Hou\ing Bond, 
Veteran\ Housing Bonds 
\V;iter Financial As~istance Bonds - Rural 

T<cxa~ Youth Commis~ion - facilities Construction 
Texas Department of Criminal Ju,tice - Repair and Rehab 
Texa, Youth Commission - Facilities Construction 
Texa, Department of Hl.'allh - Chc~t llo~pilal 
Texa~ Sdmol for the Deaf - Construction and Rcpai1 
Tcxa~ Department of Transportation - Colonias Roadways 
Water financial Assistance Bonds - Econ Distre,sed Area, 

Facility Con\tru,·1ion. Rcnon1tion, and Equipment 
racility Construction. Renovation, and Equipment 
Single-Family Housing - Mortgage Revenue Bonds 
Single-Family Housing - lvlortgage Revenue Refunding Bonds 
Single-Family Hm1,;ing - Morlgage Rcvcm1c Bonds 
Single-family I lousing - Mortgage Revenue Bond~ 
Singlc-hunily I lousing- Mortgage Revenue Rel'unding Bonds 
Single-family Housing - Mortgage Revenue Bonds 
Single-family Hou,ing - Mortgage lkvenue Bonds 
Single.family Housing - CommcKi<il Paper Refunding Bond,; 
Toll Revenue Bond - Stale Hwy 130 Tollroad 
Rc\'cnuc Financing System Refunding and Improvement Bonds 
Veterans Mortgage Rerenue Refunding Bonds 
Veterans Mortgage Rerenue Refunding Bond~ 
Veterans Mortgage ReYcnuc Refunding Bonds 
Stale Water Pollution Control Revolving fund 
Stale Waler Pollution Control Revolving Fund 
Clean Water State Revolving Fund 
State Water Pollution Control Re\·olving Fund 
Fire and Life Safety Upgrades 
hKility Con~lruclion Refunding Bond, 
Fa<.:ility Construction Refunding Bond, - Flexible Rate Notes 
facility Conslruetion Refunding Bonds 
Facility Constnll'tion Refunding Bond~ 
Financing Capital Construction Project, 
Student Scrvi<.:c and Classroom Building - UH Clear Lake 
Recreation and Sports Center Con~trnction 

Military fa<.:ilitics Commission - Con,trnction and Renorntion 
Parks an<l Wildlife Department - Nimiv. Mu~eum 
Department of Jn,urancc - Nur~ing Hume Liabili1y Fund 
Midwe~tern State Uni\'crsity 
Stephen F. Au~lin State University 
Texas Southern Unirer,ily 
Master Lease Purcha,e Program 

Source: Texas Bond Rel'iew Board, Office of the E:-.cn1ti\'c Director, Sur\'C)' of Texas State Bond Issuers. 

APl'ROXli\lATE 
ISSlJE DATE 

Oct-01 
No\'-01 
Jan-02 
Feb-02 
Apr-02 
May-02 
Jul-02 
Feb-02 

Nov-01 
Jan-02 
Jan-02 
Jmi-02 
Jan-02 

unknown 
Jun.02 

As Needed 
As Needed 

Ol'!-0! 
Oct-01 
0<.:t-01 
Apr-02 
Aug-02 
Aug-02 
IJ<cc-01 
Mar-02 
Mar-02 
Jan-02 
Dee.QI 
Mar-02 
Jun-02 
Nov-0[ 
Nov-02 
Jun-02 
Jul-02 
Mar-02 
various 
Jul-02 
Sep-01 
Jun-02 

throughout the y1 
Apr-02 
May-02 

Dec-01 
unknown 
unknown 
Mar-02 
Jan-02 
Jan-02 
v;1riuus 
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direct loans to eligible agricultural 
businesses or other rural economic 
development projects. No notes were 
issued in fiscal 2001 for TAFA's Fann 
and Ranch Finance Program that 
provides loans or other assistance for 
purchase of farm or ranch land. An 
amount of $35 million was outstanding 
as of August 31, 2000, for both TAFA 
programs. 

Additional information about 
commercial paper and variable-rate note 
programs is included as Appendix B of 
this report. 

Texas Lease Purchases 

Lease purchases with an initial prin­
cipal greater than $250,000, or with a 
term of more than five years are required 
to be approved by the Bond Review 
Board. Three fiscal 200 I acquisitions 
were financed through the Texas Public 
Finance Authority's Master Lease 
Purchase Program (MLPP). The MLPP 
assists state agencies and universities in 
obtaining competitive, low-interest, 
short-term acquisition financing. The 
Texas Bond Review Board approved 
$29.6 million for lease-purchase acqui­
sitions during fiscal 200 I (Table 8), 
compared to $13.3 million in fiscal 
2000. 

The largest lease-purchase transac­
tion -$19.4 million - enabled the Texas 
Woman's University to acquire an 
energy conservation system. The new 
energy-efficient system will generate 
cost savings that will be used to pay debt 
service. 

The Department of Human Services 
fin,mced $9.8 million of software for its 
Texas Integrated Eligibility Redesign 
System (TIERS) project, which focuses 
on the redesign and replacement of the 
Department of Human Services' auto­
mated legacy systems. 

The Water Development Board fi­
nanced $450,000 for the lease purchase 
of a truck-mounted drilling rig . 

Funding Needs Projected to Increase 
For 2002 

TEX.As Bo'iD RfV.,fW BoMD QOO 1 ANNUAt REPORi 

Texas state issuers expect to issue 
more debt in fiscal 2002 than was is­
sued during fiscal 200 I. The results of 
an annual survey conducted by the Bond 
Review Board show that Texas state 
agencies and institutions of higher 
education are planning to issue over $4 
billion in bonds and commercial paper 
during fiscal 2002 (Table 9). It is esti­
mated that $2.8 billion will finance 
projects, programs, and facilities and 
$1 .2 billion will refund outstanding debt. 

The largest amount of debt issuance 
in fiscal 2002 will provide funding for 
Texas Water Development Board pro­
grams. The TWDB anticipates that it 
will issue $925 million in new money. 
The State Water Pollution Control Re­
volving Fund and Clean Water State 
Revolving Fund will utilize the major­
ity of this new debt - $800 million - to 
provide funds for financial assistance to 
local governmental jurisdictions in 
Texas that seek to improve their waste­
water infrastructure. The TWDB also 
plans to issue $ I 00 million for the 
agency's Economically Distressed 
Areas Program (EDAP) and $25 million 
for water quality enhancement programs. 

The Texas Veterans Land Board 
expects to issue $300 million of new­
money debt during fiscal 2002. Of this 
projected debt, $240 million will aug­
ment the Veterans Housing Loan Pro­
gram and $60 million will provide loans 
for eligible veterans to acquire land 
through the Veterans Land Loan Pro­
gram. The VLB also anticipates refund­
ing approximately $160 million of its 
revenue debt in the Veterans Mortgage 
Revenue Program. 

The Texas Department of Housing 
and Community Affairs expects to 
issue approximately $338 million of 
new-money debt during fiscal 2002. 
The proceeds will finance TDHCA's 
Single-Family Mortgage Revenue Bond 
Program. TD HCA also plans to issue ap­
proximately $59.8 million in refunding 
bonds, of this amount an estimated $15.6 
million is expected to be issued via 
commercial paper, to refund a portion 
of its outstanding residential mortgage 
revenue bonds. 

The Texas Higher Education Coor­
dinating Board plans to issue $75 million 
in new-money bonds to provide financ­
ing for its Hinson-Hazelwood student loan 
program. The program is self-supporting 
and is repaid from payment revenues 
received from the student loans. 

The Texas Public finance Authority 
plans to issue approximately $500 mil­
lion in bonds and commercial paper 
during fiscal 2001. Approximately $93.5 
million will be used for renovation and 
construction projects by the Department 
of Criminal Justice, Youth Commission, 
Department of Health, School for the 
Deaf, and the Military Facilities Com­
mission. Other projects to be funded in 
fiscal 2002 include $175 million for 
colonias roadways, $75 million for the 
Nursing Horne Liability Fund, and $9 
million for the Nimitz Museum project. 
The remainder of TPFA's new debt for 
2002 consists of an estimated $87.5 mil­
lion in tuition revenue bonds for Mid­
western State University, Stephen F. 
Austin State University, and Texas 
Southern University, and $60 million in 
revenue commercial paper to fund the 
Master Lease Purchase Program. 

Texas institutions of higher educa­
tion are planning to issue bonds and 
commercial paper during fiscal 2002 to 
provide funding for facility expansion 
and renovation. 

The University of Texas System 
expects to issue $1.05 billion of debt 
during the new fiscal year. Of this 
amount, approximately $580 million 
will refund previously issued Revenue 
Financing System (RFS) commercial 
paper, $200 million of commercial 
paper to fund its Financing Capital 
Construction Projects, and $265 million 
to refund its Permanent University Fune\ 
bonds. 

The Texas A&M University System 
projects that it will issue $27 million of 
Permanent University Fund (PUF) 
bonds during fiscal 2002 for facilities 
improvement and construction. In addi­
tion, the System will be issuing $75 
million of RFS commercial paper to 
fund the acquisition, construction and 
equipping of various university facilities. 
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The Texas Tech University System 
estimates that it will refund $184 mil­
lion of Revenue Financing System and 
Improvement Bonds in fiscal 2002. 

The University of Houston System 
expects to issue $31 million of debt for 
the construction and renovation of the 
University of Houston at Clear Lake. 

The University of North Texas Sys­
tem anticipates issuing $32 million to 
fund the construction of its recreation 
and sports center. 

Lastly, Texas Woman's University 
expects to use $26 million for fire and 
life safety upgrades at the facility. 
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CHAPTER 3 
Texas Bonds and Notes Outstanding 

Texas 11(/d a total of $13.4 billion 
in stc1te bonds and notes outsto11di11g 011 
August 3 /, 2001, compcurd to $13.2 bil­
lion infisca/ 2000, and $12.2 billion in 
fisca I I 999. 

General Obligation Bonds 
Outstanding Increased Slightly 
in FY 2001 

Approximately $5.7 billion of the 
state's $13.5 billion debt outstanding on 
August 31, 200 I, is backed by the gen­
eral obligation (G.0.) pledge of the state, 
an increase of $70.9 million, or 1.3 per­
cent, from the $5.6 billion G.O. bonds 
outstanding at the end of fiscal 2000 
(Table 10). The increase in G.O. bonds 
outstanding is attributed primarily to the 
issuance of College Student Loan bonds 
by the Texas Higher Education Coordi­
nating Board and the issuance of Texas 
Water Development Board bonds. (Sec 
Chapter 2 for a description of bonds is­
sued in fiscal 200 I.) 

Texas G.O. bonds carry a constitu­
tional pledge of the full faith and credit 
of the state to pay the bonds. G.O. debt is 
the only legally binding debt of the state. 
The issuance ofG.O. bonds requires pas­
sage of a proposition by two-thirds of both 
houses or the Texas Legislature and by a 
majority of Texas voters. 

Conversely, the repayment or non­
G .0. debt is dependent only on the 
revenue stream of an enterprise or an 
appropriation from the Legislature. Any 
pledge of state funds beyond the current 
budget period is contingent upon an ap­
propriation by a future legislature 
-an appropriation that cannot be guar­
anteed under state statute. 

Investors are willing to assume the 
added risk associated with the purchase 
of non-G.O. bonds by charging the state 
a higher interest rate 011 such bonds. The 
rate of interest on non-G.O. bond issues 
may range from 0.1 to 0.5 percentage 
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points higher than comparable G.O. 
ISSUeS. 

General Revenue Supported Debt 
Decreased in FY 200 I 

All bonds do nol have the same 
financial impact 011 the state's general 
revenue. Self-supporting bonds, both 
G.O. and non-G.O., rely on sources 
other than the state's general revenue to 
pay debt service; tlrns, self-supporting 
bonds do not directly impact state 
finances. However, bonds that are non­
self-supporting depend solely on the 
state's general revenue fund for debt 
service, drawing funds from the same 
source used by the Legislature to finance 
the operation of state government. 

The combined total of non-self-sup­
porti ng general obligation and revenue 
bonds outstanding decreased by $ I 00.2 
million, during fiscal 2001 (Figure 6). 
Non-self-supporting G.O. bonds out­
standing decreased by $72.9 million in 
fiscal 200 I, while non-self-supporting 

revenue bonds outstanding decreased by 
$27.3 million. As a result, Texas had 
$3.3 billion in outstanding bonds that 
must be paid from the state's general 
revenue as of August 31, 2001, com­
pared to $3.4 billion at the end of fiscal 
2000. Non-self-supporting G.O. and 
revenue bonds totaled $3.4 billion and 
$3.2 billion in fiscal years 1999 and 
1998, respectively. 

Significant growth in bonds pay­
able from general revenue occurred dur­
ing 1988-94, primarily as a result of the 
issuance of bonds to finance construc­
tion of correctional facilities and the 
initial phase of the Superconducting 
Super Collicler (SSC) project. At the encl 
of fiscal 1987, before the expansion of 
correctional facilities and approval of 
the SSC bonds, Texas had $422 million 
in bonds outstanding payable from gen­
eral revenue. The $250 million in SSC 
project revenue bonds were defeased 
June I, 1995. In fiscal 1997, through 
provisions contained in the General 
Appropriations Act, the Texas Public 

Figure 6 

TEXAS STATE BONDS OUTSTANDING 
BACKED ONLY BY GENERAL REVENUE 

(millions of dollars) 

Source: Te;,..as Bond Rc\ ic\1 Board. O!fo.:c of the E.xcn1ti\'t~ Director. 
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Table IO 

TEXAS BONDS OUTSTANDING 

General Obligation Bonds 
Self-Supporting 

Ve(eran\ Lant.! and Hou\ing Bond\ 

Water De\'elopment Bonds 

Park De\'elopmcnl Bornh 
College Student Loan Bonds 
Farm and Ranch Security Bonds* 
Texas Agricultural Finance Authority-; 
Agrinillure Water Conserrntion Bon1.1'i 

Total, Self-Supporting 

Not Self-Supporting ' 
Higher Education Constitutional Bond~' 
Texa, Public Finance Authority Bond~ 
Park Development Bond, 

Texas National Re,enrch Laboratory Commis~ion Bonds 
Water Dewlopment Boml,-EDAI-'' 

Water Del'elopment Bonds-State 1-'arli!.:ipation Bonds 

'lbtal, Not Self-Supporting 

Total General Obligation Bonds 

Non-Grnl'ral Obligation Bonds 
Self-Supporting 

Permanent University Fund Bonds 
A&M 
UT 

College and University Re\·enue Bond, 

Texas Ho,pital Equip. Finnnce Council Bomb 
Terns Department of Hou,ing & Community Affairs 13onds 
Texa, .Slate Affordable Housing Corporation 
Texa, .Smnll Business I.D.C. Bond, 
Economic Development Progrnm ·r 

Texas Water Resources Finance Authority Bonds 
College .Smdent Loan Bonds 
Texas Worker<;' Compwsation Fund Bonds 
Veterans' Financial Assistance Bonds 

Texa, Public Finance Authority Bond, (.Special Rewmrc) 

Texas Water Developrnem Board Bond, 
(.State Revo!l'ing Fund) 

'J'otal, Self-Supporting 

Not Self-Supporting 1 

Texas Publi!.: Finance Arnhority Bonds 
TPFA Master Lea,e Purcha,~ Program" 
[Cxa~ J'vlilitary Facilities Commi\sion 
P;irks and Wildlife lmprn\'emenl Bomh 

Total, Not Self-Supporting 

Total Non-Gmrral Obligation Bonds 

Total Bonds 

x cunm1crrial pn1>cr 

(amounts in thousands) 
8/31/98 8/31/99 

Sl,465.715 $1,324.332 

560.740 624,665 

34.28.J. 32,563 

547.127 595,606 

0 J,000 

21.500 26.000 
13,470 11,230 

$2,642,836 $2,615,396 

$90,605 578,970 
2,284.653 2,368,192 

0 0 
67,136 47,739 

107,..1.00 129.710 

0 50,000 

$2,549,794 $2,674,611 

$5,192,630 $5,290,007 

$336,809 $33!.l 17 
661,030 623.625 

1.805,646 2,255.736 
10,900 0 

1,209,362 1,227,762 

0 0 
99,335 99,335 

4.700 6,100 

293.515 169,100 
45,547 37,311 

158.250 146,095 

0 9.980 
38.800 37,505 

1.244,260 l.226,0-15 

$5,908,154 $6,169,711 

$617.876 $626,646 
32.100 :n.soo 
2.\,205 21.5-10 
l 1.460 28.165 

$685,6-11 $710,151 

$6,593,795 $6,879,862 

$11,786,425 $12,169,869 

8/-'1/00 8/31/01 

St,701,244 Sl.673,221 
6--14,545 776,870 

30,462 28.107 ' 
565,084 60-J.,550 

l.000 1.000 

29,000 34,000 

8,915 6,380 

$2,980,250 $3,124,128 

$66,775 SSJ,995 

2.36.1,223 2,23.1,2.J.I ,. 

16.310 [5,675 

0 0 < 

126.165 146,775 
50,000 99,840 

$2,622,473 $2,549,526 

$5,602,723 $5,673,654 

$312,870 $308,228 '' 
703,210 669,0-.rn ' 

2.444,554 2,..16..J.,713 
() O' 

1.308,348 l,541,849 -

0 33,0.)7 
99,335 99,335 

7,750 5,655 

IW.875 86,290 

28.-1-32 20,287 
132,848 118.409 
200,000 196,597 
36,165 34.775 

1.452,140 1.474,367 

$6,830,526 $7,052,582 

5650,27.) S.615,146 
33,700 33,600 ' 
18,715 15,725 
46.080 57,030 

$748,768 $721,501 

$7,579,29-1 $7,774,083 

$13,182,017 $13,447,737 

BonJ, that .or,: not ,c1f.suppo1!ing (gc'nernl ohligalinn and 11011-g,:ncr;il obligation) d,:p,:nd solely on 1hc ;\at,:\ general rc,·c·m1c fllnJ for ,kb! sci, ire. Nol sclf,snpponing bond, totakd SJJ billion out­
standing on Augu,t _1, I. 2()()1. SJA billion 01.11,tanding on Augu1l 3 J. 2000. $3..-1- billion outstanJing 011 Augu,t JI. 1999. and SJ.2 h1lli,,n r,uist,mding on August JI. 199S 
\\'hik not c~plidtl} a g,·nc1,1I obligation or full faith and cr,:dit bond. th,: rc,·em1c plcdg,: h;is the same effcc·1. Debt sen ic-e is paid from an annual rnnslilutional appropriation to qualified imtilution, of 
higher ,·durntion fr,,111 lir,l moni~, coming into the state 1rcaw1y not oth,'r\\·isc dcd1c"atcd by the' Comli!ution 
Ec,,nnllnc·all) Di,trcs,cd .-\rc',\S Program IED.\l'J hnnJ, do nut <kp,:nd l<>1ally (111 the ,late", general rcwm1,: fund for \kbt SC'!"\ ice: hO\\'C\"Cf. up to 90 per,·cnt uf bond, issued may be useJ for grants. 
,\rnuunh do m>t 111dudc premium 011 capi1al ,,ppr,·,iation bonds 
/\'o lnng,:r an ,ll·ti,c i,su,'r. 
Thi, figure rctlcrh '"'I) tile u>mnk'rc 1al pa11cr co11111on<:nl of the ;\1a,t-'r Lease Purd1~se Pmgrarn j/l!Ll'P) 

lndudc, nnrnncrl·ial paper note, ouhtanding 
Th..:,c bonds were fully defra,ed on Sepl~mbcr 29. 1999. 

i\"otc: The debt ouhtanding figures include the <1!.:nelion on rnpital apprc!.:iation bond\ as of Auguq JI. 2001. 
Sources: Texas Bond Rc\'ic11· Board. Offiee of the Excnili 1·c Director and Texas Comptroller of Public Aceounts. 
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Finance Authority defeasecl another 
$89.6 million of the outstanding general 
revenue bonds issued for the SSC 
project. An additional $58.6 million and 
$16.3 million of the SSC bonds were 
defeased in fiscal 1998 and 1999, 
respectively. The 76th Legislature 
appropriated funds to defease the re­
maining balance of the SSC bonds in 
fiscal 2000. 

Debt service payments from gen­
eral revenue continued a steady increase 
in fiscal 2001. (Figure 7 is 011 a bie11-
11iol bosis). During the 2000-0 I bien­
nium, the state paid $735.7 million from 
general revenue for debt service com­
pared to $679 million paid during I 998-
99, and $648 million during 1996-97. 

Texas Bonds Authorized but Unissued 

Authorized bonds are defined as 
those bonds that may be issued without 
further action by the Legislature. As of 
August 31, 2001, Texas had $5.8 billion 
in authorized but unissued bonds (Tobie 
12). Of the total authorized but unissued 
bonds, approximately $2.0 billion, or 
35.3 percent, are general obligation 
bonds. Only $232 million of all autho­
rized but unissued bonds would require 
the payment of debt service from 
general revenue; however, new bond au­
thority passed by the 77th Legislature 
and subsequently approved by voters 
will impact the amount of general 
obligation bonds issued during the next 
biennium. The remaining outstanding 
bonds are in programs that are designed 
to be self-supporting. 

New Bond Authority - 77th Texas 
Legislature 

In November 200 I, Texas voters 
approved four constitutional amend­
ments authorizing over $3.5 billion in 
additional general obligation bond issu­
ance by the Texas Public Pinance Au­
thority (TPFA), the Texas Veterans' 
Land Board (YLB), and the Texas 
Water Development Board (TWDB). 
The new bond authority includes 
approximately SI billion of non-self-
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supporting general obligation bonds to 
provide financing for roadway projects 
in border colonias, and for state agency 
construction and repair projects. 

The new authority also includes 
$2.5 billion of self-supporting general 
obligation bonds to provide financing 
for veterans' housing loans, cemeteries, 
and water projects. Although the self­
supporling bonds are backed by the gen­
eral obligation pledge of the state, the 
likelihood that the bonds will draw on 
the general revenue is remote. Histori­
cally, program revenues have been 
sufficient to pay debt service on the 
obligations. 

Additional legislation passed by the 
77th Legislature includes Senate Bill 
1173, which authorizes TPFA to issue 
$9 million in revenue bonds to provide 
financing for repair and renovation 
projects at the Nimitz Memorial Naval 
Museum. House Bill 2453 increases the 
Veterans' Land Board's authority to 

issue revenue bonds from $250 million 
to$ I billion. House Bill 2190 requires 
the Bond Review Board to adopt debt 
issuance policies to guide issuers of state 
securities and to ensure that state debt 
is prudently managed. 

Long-Term Contracts and Lease 
Purchases 

Long-term contracts and lease- or 
installment-purchase agreements can 
serve as financing alternatives when the 
issuance of bonds is not feasible or prac­
tical. These agreements, like bonds, are 
a method of financing capital purchases 
over time. Payments on these contracts 
or agreements are generally subject to 
biennial appropriations by the Legisla­
ture. These contracts and agreements are 
not, however, classified as state bonds 
and must be added to bonds outstand­
ing to get a complete look at the state 

Figure 7 

DEBT SERVICE PAID FROM GENERAL REVENUE 
DURING TWO-YEAR BUDGET PERIODS 

(rnillions of clollars) 

SSIXI· 

~71XI 

1%f,-XJ 1%:;-~,) ]'N0-91 199~-9.1 19'!-l-'J:\ 1'!%-'!7 19'!~-9'! C•XXl-01 

Source: Te\as 13nnd ReYic11· Board. Office of Exen1tiw Director. 
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Table II 

DEBT SERVICE REQUIREMENTS OF TEXAS STATE BONDS BY FISCAL YEAR 
(amounts in thousands) 

2001 2002 2003 2004 2005 2006 beyond 

General Obligation Bonds 
Self-Supporting 

Vctcrnns' Land and Housing Bonds $180,425 $18).154 $180.530 $147.070 $127.957 $2.762.639 
Water Development Bonds 46,224 51,939 55,524 57.433 58.39) 856.540 
Park Development Bonds 4.139 4.136 4,133 4.138 4.142 19.37) 
College Student Loan Bonds 72,601 78,215 78.927 85,994 85,492 517,802 
Parm and Ranch Loan Bonds 59 70 70 70 70 1,980 
Texas Agriculturnl Finance Authority 1,621 2,380 2.)80 2,380 2,380 69,700 
Agriculture Water Conservation Bonds 3,153 J.162 1.975 760 739 715 

Total Self-Supporting $308,222 $323,056 $)2),539 $297,846 S279.174 $4,228,750 

Not Self-Supporting ' 
Higher Education Constitutional Bond~ ' $16.139 $15,181 $15,153 $15.116 $15.074 $450 
Texas Public Finance Authority Bonds 250.177 243.740 243,642 244.522 244,543 2.182.426 
Park Development Bonds 1.730 1.686 1.641 l,595 1.550 17,735 
Water Development EDAP Bonds -' I 0.746 12,276 12,091 12.064 11.985 192,438 
Water Development State Participation Bonds 2.740 5,949 5,490 5.490 5,490 230,847 

Total Not Self-Supporting $281,532 $278,832 $278.017 S278,787 $278,642 52,623,895 

Total General Obligation Bonds $589. 753 $601,888 $601,556 $576,633 $557,815 56,852,645 

Non-General Obligation Bonds 
Self-Supporting 

Permanent University fund Bonds 
A&M $57.212 $38.203 $38.228 $)8.473 $)7.770 $202,499 
UT 66.865 63.229 6).2)0 63.225 6).226 416.788 

College and University Revenue Bonds 251,886 267.7)2 261.675 257.614 246,345 2.846.146 
Texas Dept. of Housing & Community Affairs Bonds 94,600 96,902 96,440 95.818 94.781 2,576,598 
Texas State Affordable Housing Corporation 525 2,042 2.100 1,947 2,067 24,188 
Texas Small Business I.D.C. Bonds J.681 4,967 4.967 4,967 4,967 207,776 
Economic De\"elopment Program 304 283 283 283 283 8,335 
Texas Water Resources finance Authority Bonds 19.782 17,758 17,090 15,260 13,906 43,424 
College Student Loan Bonds 3.893 J.326 3,598 J.625 J.253 27,817 
Texas Workers' Compensation Fund Bonds' 25.746 25.689 25,624 25,553 25.478 50,702 
Veterans' Financial Assistance Bonds 5,)96 13.387 13.045 17.318 2.782 99,886 
Texas Public finance Authorily Bonds (Special Revenue) 3,138 3.143 J.141 3,141 J.142 39,156 
Texas Water Development Bonds (State Revolving Fund) 109,795 110,859 IIJ,4)) 115,173 117.762 2.026.265 

Total Self Supporting $642.823 $647,520 $642,854 $642,396 $615,761 $8.569.580 

Not Self-Supporting 1 

'l"exa~ Public Finance Authority Bonds $71,195 $70,994 $70.183 571,458 $71,359 $453,647 
TPFA Master Lease Purchase Program 17.444 10.706 6,503 5,152 3,876 12,866 
Military Facilities Commission Bond~ 4.009 4.016 4,005 1,941 1,817 7,825 
Parks and Wildlife Improvement Bond~ 4.4 l 5 5,130 5,569 5,676 5,578 61,895 

Total Not Self-Supporting $97,062 $90,847 $86.259 $84.228 $82,629 $536,233 

Total Non-General Obligation Bonds $739.884 $738,367 $729.113 $726,624 $698.)91 $9.105.812 

Total All Bonds $1,329,638 S 1.340,254 $1,330.669 $1,303.257 $ l ,256,206 $15.958.458 

Bont!, that are not self-supporting depend solely on the \tate's general n~\enue for debt -'ervi,·e. [kbt servii:e from general revenue totaled S357.I million during fiscal 
2000, and 11·ill total approximately $J78.6 million in fi~eal 2001. 
While nol explicitly a general obligation or full faith and credit bond. the reYcnue pledge lrns the same effect. Debt ,er\·ice i, paid from an annual constitutional apprnpria-
lion lo qualified iu~litution, of higher education from first monies coming into the state tr.-asury not othern i,.- ,kdicatcd hy the Con..,titution. 
Economically Distressed Areas Program (EDAP) bont!s do not d.-pent! totally on the ,tate\ general rcvenut fond for ddit servi,·e: ho11·ever_ cffeelive Septernbe1 I, 1993. 
up to 90 percent of the bond, i,sued may he used for grnnh. 
k.\a, Workers' Comp.-nsation hind Bonds were cwnomically defeascd. Pull legal debt service requiMnems ar.- r.-tkcted in thi, table. 

:\'oles: lhe debt-service figur.-, do not inelut!c the L'arly redemption of bonds under the state ·s rnrious loan programs. 
Tile future debl-~en iee figure~ for variable-rate bonds and commercial paper programs ar.- estimated amounts. 
Detail may not add lo total due to rounding. 

S0111Tl'~: Texas Bond Re\ iew Board. Office of the Exccuti1·e Director ant! Texas Comptroller of Public Aecuunh 
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Table 12 

TEXAS BONDS AUTHORIZED BUT UNISSUED 
(amounts in thousands) 

08/31/99 08/31/00 08/31/0[ 

General Obligation Bonds 
Self-Supporting 

Vclcrnns Land and Housing Bonds $805,002 $365.002 305.002 
Water Development Bonds 684,))0 600.410 481.586 
Parm and Ranch Loan Bonds' 474,000 474,000 469,000 
Park De\'elopment Bonds 16.310 0 0 
College Student Loan Bonds 74.822 474,822 400,000 
Texas Department of Economic Development Bonds 45.000 45,000 45,000 
Texas Agricultural Finance Authority Bonds 29.000 26,000 21,000 
Agriculture Water Conservation Bonds 181,000 181,000 181.000 

Total Self-Supporting $2,309,464 $2,166,234 1,902,588 

Not Self-Supporting ' 
Higher Education Constitutional Bonds ·~ '" 
Texas Public Finance Authority Bonds Sl27,940 $49,340 49,340 
Water Development Bonds-EDAP ! 111,705 111.705 86,571 
Water Dc\'c]opmcnl Bonds-State Participation Bonds 0 50.000 9 

Total Not Self-Supporting $239,645 $2ll,045 135,920 

Total General Obligation Honds $2,549,109 $2,377,279 2,038,508 

Non-Genernl Obligation Bonds 
Self-Supporting 

Permanent Uni\·ersity Fund Bond<;' 
A&M $269,365 $479,208 466,149 
UT 577,338 980,946 879,713 

College and Uni\wsity Revenue Bonds *'" *'" ** 
Texas Department of Housing & Community AfL,irs ** ** ~'* 
Texas Turnpike Authority Bonds ** ** *'~ 
Texas Agricultural Finance Authority Bonds 500.000 500,000 500,000 
Texas Department of Economic Development Bonds ** ** ,;,,;, 

Texas State Affordable Housing Corporation ** 
Texa<; Water Resources Finance Authority Bonds ,;,~, ** ** 
Texa<; School facililies Finance Program 750,000 750,000 750,000 
Tcxa<; Water Development Bonds (Water Resources Fund) ~"" *''' ** 
Texas Workers' Compensation Fund Bonds ** ** ** 
Alternative Fuels Program 50,000 50,000 50,000 
Texas Public Finance Authority Bonds (Special Revenue) 0 0 0 
Veteran:-.' Financial Assistance Bonds ' 240,020 50,000 1,000,000 
Texas Wnter Development Board *'' ** ** 

(State Revolving Fund) 

Total Self-Supporting $2,386,723 $2,810,154 3,645,862 

Not Self Supporting 1 

Texas Public Finance Authority Bonds $248,997 592,404 29,941 
TPFA Master Lea<;e Purchase Program-commercial pape1 66,200 66JOO 66,400 
Texas Military Facilities Commission Bond~ *>i' ** 
Parks and Wildlife Improvement Bonds 3 l,485 12,685 0 

Total Not Self-Supporting $346,682 $171,389 96,341 

Total Non-General Obligation Bonds $2,733,405 $2,981,544 3,742,203 

Total All Bonds $5,282,514 $5,358,823 5,780,711 

~ ...:o limit on hond i,,ti.uic,', btn ,kbl 1,·n·ice ma) not exceed S87.'i n11lhon p,.'r year. 
~- ~o isstl.UKC lirmt has been ,c1 by the Tnas C,,n,titu!ion. Bond, may be issued by the a gene'} "ithou! furthc'r authorization by the Lq;islatmc. llonJs may nnl he i,,uc<l. lwwe\'a, without !he' approl'al 

of the BonJ Re, ie" Board and the Atlnrney General 
Brn1d, that arc' not ,clf-,upp,,ning depend sold)' on !he ,1a1c'1 g,·ner,11 rel'cnuc for debt sc·r,·ic-e. 
En,nornil:s!lly Distressed Areas Program I EDAPJ hontl, ,h, no! depend total]) on 1lie ,late·, general r,·1cnue fund for dd11 scr, i,·e: tmwcwr. up lO 90 pcrcclll of h,,nd1 11,ucJ may b,' t1s,'d for gr,rnts. 
h,uancc of PLT bomh hy A&~I is limited to IO p,'r,·,'nl. and issua1Kc by LT is limitc·d to 20 pcn:cm of the c,,,t ,aluc nf1nve,11nent, anti othc'r a"ct, of the Pl'F. o<:cpl real esiate The PLT \aluc u,c,! 
in 1hi, 1able is a,of Augu,t }I, 2001 
Elfrcti,c 111 /\'01cmbcr 199), state ,·utcr, authorized the t1'C or ~200 million of the <'\i,1ing S)OO millinn Farm anJ Randi Program au1hont) for tile purpo,e, or the Tna, .-\griL"Lihural Fu1an,·c Autliorit:, 
(T AFA). or the S200 million. !he Bond Re, ic" Board ha, apprnl'r,! an 1nit1al amount of S2:'i million for the Te\a, Agric-111iural Fund Pwgr,11n of T.-\L\. 
The 77th Lcg1,laturc autlmri,ed 1hc V,'k'r.m,· Land Uo,ird to i;sue re,·em1e bonds in ;111 :,ggrcg,uc anH,unt ,i.,t W e\c'<ecJ SJ hillwn effcctj\'e Ju11e 1--1. 2()()1 

Source: Te\a,; Bond Re, icw BoarJ. O[fi,c l'f the Ewc·L1tiYe Dirc,·tor 
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Table 13 

SCHEDULED REAL PROPERTY LEASE-PURCHASE PAYMENTS 
FROM GENERAL REVENUE BY FISCAL YEAR 

(amounts in thousands) 

2001 2002 2003 

Texa~ Building and Procurement 
Commi~sion $3,390 S3J87 $3,389 

TOTAL $3,390 Sl,187 $3,389 

Source: Texa~ Bond Review Board, Office of the Executi\'e Director. 

debt. 
The Texas Building and Procure­

ment Commission, formerly the General 
Services Commission, is party to six 
lease-with-option-to-purchase agree­
ments for state agency office and 
warehouse facilities. Depending on the 
occupying agency, either all or a 
portion of these leases are paid from 
appropriated general revenue funds 
(Table /3). 

In fiscal 200 I, TWDB issued bonds 
to prepay obligations under a federal 
contract in connection with the construc­
tion of Palmetto Bend Dam and 
Reservoir. 

There were no lease purchases of 
facilities approved by the Bond Review 
Board dming fiscal 200 I. All of the 
equipment lease purchases approved by 
the Bond Review Board in fiscal 2001 
were financed through the Master Lease 
Purchase Program and arc shown as 
bonds outstanding. 

20 

2004 

Sl,181 

$3,383 

2005 2006 
and Beyond 

$3,383 $42,207 

$3,383 $42,207 
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CHAPTER 4 
Texas Bond Issuance Costs 

Texas' state bond issuers spellf an 
1/\'erage of $6 I 2, 9 I 3 per issue or $7, 92 
per $1,000 on bond issues sold during 
the 200 I fiscal ye,11: 1 Awe11cli.r A of this 
report details the issuance costs associ­
ated 11·itl1 each of these fa.mes. 

The Costs of Issuing Bonds 

Issuance costs are composed of the 
fees and expenses paid to consultants 
and underwriters to market Texas bonds 
to investors. Several types of profes­
sional services commonly used in the 
marketing of all types of municipal 
securities are listed below:1 

Underwriter- The underwriter or un­
derwriting syndicate acts as a dealer 
that purchases a new issue of munici­
pal securities from the issuer for re­
sale to investors. The underwriter 
may acquire the securities either by 
negotiation with the issuer or by 
award on the basis of competitive 
bidding. In a negotiated sale, the 
underwriter may also have a signifi­
cant role in the structuring of the 
issue. 
Bond Counsel - Bond counsel is re­
tained by the issuer to give a legal 
opinion that the issuer is authorized 
to issue the proposed securities, has 
met all legal requirements necessary 
for issuance, and whether interest on 
the proposed securities will be ex­
empt from federal income taxation 
and, where applicable, from state and 
local taxation. Typically, bond coun­
sel may prepare, or review and ad­
vise the issuer regarding authorizing 
resolutions or ordinances, trust inden­
tures, official statements, validation 
proceedings, disclosure require­
ments, and litigation. 
Financial Advisor- The financial ad­
visor advises the issuer on matters 
pertinent to a proposed issue, such 
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as structure, timing, marketing, 
fairness of pricing, terms, and bond 
ratings. A financial advisor may also 
be employed to provide advice on 
subjects unrelated to a new issue of 
securities, such as advising on cash 
flow and investment matters. 
Rating Agencies - Rating agencies 
provide publicly available ratings of 
the credit quality of securities issu­
ers. These ratings arc intended to 
measure the probability of the timely 
repayment of principal and interest 
on municipal securities. Ratings are 
initially made before issuance and are 
periodically reviewed and may be 
amended to reflect changes in the 
issuer's credit position. 
Paying Agent/Registrar - The 

paying agent is responsible for trans­
mitting payments of principal and 
interest from the issuer to the secu­
rity holders. The registrar is the 
entity responsible for maintaining 
records on behalf of the issuer for the 
purpose of noting the owners of 
registered bonds. 
Printer- The printer produces the of­
ficial statement, notice of sale, and 
any bonds required to be transferred 
between the issuer and purchasers of 
the bonds. 

Issuance Costs for Texas Bond Issues 

The largest portion of the costs as­
sociated with the issuance of bonds is 
the fee paid to the underwriter, known 

Table 14 

AVERAGE ISSUANCE COSTS FOR TEXAS BOND ISSUES 

Fiscal 2000 Fi,-cal 2001 

Average Cost Arernge Cost 

i\1·erage Cost Per $1,000 of A\'crage Co,t Per $1.000 of 

Per Bond Is,ue Bond\ hwed Per Bond hsue Bonds Issued 

Average Issue Size (In Millions) $68.3 $94.1 

Underwriter's Spread $388,194 $5.94 $453,355 $5.44 

Other Issuance Costs: 

Bond Counsel 53.793 1.10 53.450 0,80 

Financi,11 Advisor 33,836 0.94 41.767 0.67 

Rating Agencies 24,557 0.60 36,353 0,61 

Printing 7,995 0.21 6.155 0.15 

Other 19,990 0,36 21,833 0.25 

Subtotal - Other Costs $140,171 3.21 $159,558 2.48 

Total $528.365 $9,15 $612,913 S7.92 

Note: Bond insura11l'e premium, ar.- not inclu(kd ror rurposes of arcragc cost calculations. The figures arc 
,imrlc arcrag.-, or the dollar co,t, anti co\1, per Sl.000 a~sociatctl 11ith each .,talc bontl i,w<.' C~(lu\iw of 
n111duit i~\uc~. 

Source: Tcxa, Bond Rc1·it'11· Boart!. Office of the E.1c(utire DirL'Ctor. 
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as the "underwriter's spread." This 
"spread" is paid to the underwriter as 
compensation for the risk of holding the 
bonds and to cover the expenses associ­
ated with the marketing of the bonds. 

In fiscal 2001, the underwriter's 
spread accounted for 74 percent of all 
issuance costs (Table 14). This percent­
age is slightly higher than in the previous 
year. The average cost per issue in­
creased by almost $70,000 to $453,355. 
However, this increase was offset by the 
growth in the size of the average issue. 
In fiscal 2001, the average underwriter's 
spread per issue was $453,355 compared 
to $388,194 in fiscal 2000. When mea­
sured on a per $1,000 basis, the $5.44 
average spread paid in fiscal 2001 is 
lower than the $5.94 reported in fiscal 
2000. The decrease in the average cost 
of issuance per $1,000 is primarily at­
tributable to Veterans' Land Board 
(VLB) bonds and the University of 
Texas Revenue Financing System 
bonds. For example, the VLB closed on 
two particular issues with significantly 
low issuance costs, one issue for 
$39,960,000 with underwriter's spread 
per $1,000 or $2.11, and a private place­
ment for $160,092,515 with a total cost 
of issuance of $1.15 per $1,000. The 
University of Texas System closed on 
one issue for $81,665,000 with 
underwriter's spread per $1,000 of 
$1.36. The structure and size of these 
transactions allowed these issuers to sell 
these bonds at a lower than average cost. 
As a result, the overall average cost per 
$1,000 of bonds issued in fiscal 200 I is 
significantly lower than bond issuance 
costs in fiscal 2000. 

Other costs of issuance primarily 
consist of bond counsel fees, financial 
advisor fees, rating agency fees, and 
printing costs. These costs averaged 
$159,558 or $2.48 per $1,000 in fiscal 
2001 compared to $140,171 per issue 
or $3.21 per $1,000 in fiscal 2000. 
Therefore, not only did the cost per 
$1,000 drop in the underwriter's spread, 
but also in the other costs. Please note 
this analysis excludes conduit issues. 

A comparison of gross spreads paid 
to underwriters on a national basis to 
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Figure 8 

Gross Underwriting Spreads: 1992-2001 
Texas State Bond Issues vs. All I\ilunicipal Bond Issues 
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Note: 2001 Municipal figures arc for the !1rst si., months only. Arnounh rcpr.:~rnl dollar, per S 1.000 face value 
of bond is,ues. Grn,s spreads include manag<:'rs' fees. underwriting fee,, a\'Crage lakcdowns. and expenses. 
Privat<:' placernt.'llh, ,horHcrm note, maluring in !2 months or les,. and rcmarkeiing, of \'ariahlc-rate securities 
are excluded. 
Sources: The Bond Buyer (8/13/01). Thomson f'inall(:ial Scn1ri1ics (7/l'-1/01). anti Te:-.a, Bond Re\·icw Board. 
Office of the E:-.ccuti\'C Director. 

those paid by Texas issuers reveals that 
the state's bond issuers paid lower un­
derwriting fees than the national aver­
age (Figure 8). Data published by 
Thomson Financial Securities shows 
that spreads paid by issuers nationally 
have averaged $6.49 per $1,000 com­
pared to Texas' average of $5.80 per 
$1,000. 

Comparison of Issuance Costs by Size 

In general, a larger bond issue has 
a greater issuance cost, but a lower 
issuance cost when calculated as a per­
centage of the size of the bond issue. 
This occurs because there are costs of 
issuance that do not vary proportionately 
with the size of a bond issue. For 

Figure 9 

AVERAGE ISSUANCE COSTS FOR TEXAS 
BOND ISSUES BY SIZE OF ISSUE 

( costs per $1,000 of bonds issued) 
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Source: Tcxa, Bond Re\ icw I3oard. Ofticc of the E:-.cn1li\'C Dirc<:lor. 
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Figure 10 

GROSS UNDERWRITING SPREADS: 1995-2001 
Negotiated vs. Competitive Municipal Issues 
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Note: 200 I figun:s me for the first six month-; only. Amount'; rc'pi-.:i~c·nt dollars p..:r S 1.000 fa,·c 1·,du..: of bond issue.,. Gros~ sprc•,ul-; include manager's fees. umkrwriting fee,. 
an-.ragc rnkcdown~. and expc1hc,. Pri1 al<.' pl;1,·c1m:nts. ~hurt-term note~ maturing in 12 months or ks~. and re marketings of 1·ariabk-ra1c sccuritic'> arc c.,dutkd. 

Sources: The Bond lfo_n•r (8/1 :VOi ). Thrnw,on ri11anl'ial Securities (7/14/0l }, and Tcxa, Bond Re1·icw Board, Office of the Ji;;cc:utivc Dirc<.:tor. 

example, professional fees for legal 
services, financial advisory services, and 
document drafting must be paid no mal­
ter how small the size of the bond issue. 

Texas bond issues followed this 
general patlern; the smaller issues were 
proportionally more costly than the 
larger issues (Figure 9). In fiscal 2001, 
total issuance costs for bond issues of 
less than $25 million averaged $165,060 
per issue or $13.18 per $1,000. Costs 
for the larger issues of over $100 mil­
lion averaged $1,128,781 per issue or 
$6.33 per $1,000. 

Negotiated Versus Competitive Sales 

One of the most important decisions 
an issuer of municipal securities has to 
make is selecting a method of sale. 
Competitive sales and negotiated sales 
each have their own advantages and dis-
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advantages. The challenge facing the 
issuer is evaluating factors related to the 
proposed financing and selecting the 
appropriate method of sale. 

In a competitive sale, sealed bids 
or electronic bids from a number of un­
derwriters are opened on a predeter­
mined sale elate. The bonds are then 
awarded to the underwriter submitting 
the lowest bid that meets the terms and 
conditions of the sale. Generally, under­
writers that bid competitively perform 
less presale marketing because they can­
not be sure (until the clay the bids are 
opened) that they have been awarded the 
contract. 

Advantages of the competitive bid 
include: (I) a competitive environment 
where market forces determine the price, 
(2) historically lower spreads, and (3) 
an open process. Disadvantages of the 
competitive sale include: (I) limited tim-

ing and structuring flexibility, (2) mini­
mum control over the distribution of 
bonds, and (3) the possibility of under­
writers including a risk premium in their 
bids to compensate for uncertainty re­
garding market demand. 

The conditions that favor a com­
petitive sale are a stable, predictable 
market in which market demand for the 
securities can be readily ascertained. 
Stable market conditions lessen the 
bidder's risk of holding unsold balances. 
Market demand is generally easier to 
assess for securities issued by a well­
known, highly-rated issuer that regularly 
borrows in the public market, securities 
that have a conventional structure, such 
as serial and term coupon bonds, and 
securities that have a strong source of 
repayment. These conditions will gen­
erally lead to aggressive bidding since 
bidders will be able to ascertain market 
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demand without extensive pre-market­
ing activities. 

In a negotiated sale, an underwriter 
is chosen by the issuer in advance and 
agrees to buy the bonds at some future 
date for resale. Thereafter, the under­
writer will try to ensure a successful sale 
by marketing the bonds. In more com­
plicated financings, presale marketing 
can be crucial to obtaining the lowest 
possible interest cost. In addition, the 
negotiated method of sale offers issuers 
timing and structural flexibility as well 
as more influence in bond distribution 
directed to selected underwriting firms 
or customers. 

Disadvantages of negotiated sales 
are a lack of competition in pricing and 
the possible appearance of favoritism. 
In addition, a wide fluctuation in spread 
between comparable deals may be 
greater in a negotiated environment. 
Conditions favoring a negotiated sale are 
market volatility or securities for which 
market demand is difficult to ascertain. 

Market demand is generally more 
difficult to assess for securities issued 
by an infrequent issuer or problem cred­
its, securities that include innovative 
structuring or derivative products, or 
securities that are backed by a weak 
source of repayment. These conditions 
generally favor a negotiated method of 
sale. 

Comparisons of the spreads paid on 
Texas negotiated and competitive trans­
actions in fiscal 200 I reveal that bond 
issues sold in the competitive market 
had higher underwriting costs than the 
negotiated transactions ( Figure IO). 
During fiscal 2001, Texas bond issuers 
paid an average of $5.10 per $1,000 
through negotiated sales, and $7 .74 per 
S 1,000 through competitive bids. Com­
pared to the national averages compiled 
by Thomson Financial Securities Data, 
which recorded averages of $6.49 per 
$1,000 for negotiated transactions and 
$6.50 per S 1,000 for competitive trans-

actions, Texas shows to be above the 
average range in competitive sales, but 
substantially lower than the national 
average in negotiated sales. For fiscal 
year 200 l, most of Texas' competitive 
issues were smaller issues with an aver­
age size of just under $41.4 million, 
while the negotiated issues had an aver­
age size of over $107.3 million. 

Although issue size differences 
explain the majority of the differences 
between the type of Texas transactions, 
the nationwide closing gap between 
negotiated and competitive issues is 
notable. From 1997 to 200 I the gap has 
decreased from $1.07 to preliminarily 
-$0.0 I, between negotiated and competi­
tive issues nationwide. 

Theoretically, the competitive gross 
spread provides compensation for risk 
and the distribution of bonds, bul it does 
not include significant components in a 
negotiated spread, such as management 
fees or underwriters' counsel. As nego­
tiated gross spreads are now sometimes 
below competitive gross spreads, it 
appears that bonds sold through nego­
tiation may be priced to essentially 
eliminate the likelihood of loss. 

Issuers should primarily focus on 
how their bonds are being priced in the 
market and secondarily focus on the 
underwriting spread. Issuers need to be 
cognizant of the possibility that, by re­
ducing the takedown component below 
comparable market levels, they may be 
reducing the sales effort needed to move 
their bond issue, which \viii most likely 
result in a lower price (higher yield) for 
their bonds. 

Recent Trends in Issuance Costs 

In order to determine any trends in 
issuance costs, it is important to review 
the makeup of the 16 bond transactions 
(exclusive of conduit issues) occurring 
in fiscal 2001. Four of those issues were 
sold via competitive bids, one was a 

private placement, and eleven were 
negotiated transactions. All four of the 
issues sold competitively were issued for 
amounts under $75 million. Of the 
eleven negotiated transactions, only one 
was $25 million or less. Among those 
bond issues, total issuance costs for 
bonds issued via negotiated sale aver­
aged $7 .56 per $1,000, whereas bonds 
issued via competitive bid had an aver­
age cost of $10.59 per $1,000. 

An accurate comparison of the 
average issuance costs per S 1,000 on ne­
gotiated and competitively bid bond 
issues for fiscal 200 I is clifticult because 
there were only four competitively bid 
transactions, all were under $75 million. 
This is important because smaller bond 
issues tend to be more costly clue to the 
costs that occur despite the size of the 
issue. This can be shown more effec­
tively by separating the average 
underwriter's spread and the average 
issuance costs. For the transactions bid 
competitively, the average spread was 
$7.74 per $1,000 and average issuance 
cost per $1,000 was $2.85 for a total of 
$10.59. Negotiated issues, however, had 
a total average of $7 .56, an average 
spread of $5.10 per $1,000 and average 
issuance cost of $2.46 per $1,000. 

The purpose of this synopsis is to 
analyze recent trends in issuance costs. 
A definitive conclusion regarding the 
most efficient method of sale for Texas 
bonds should not be drawn from such a 
limited number of bond issues. 

The responsibility of choosing the 
method of sale lies with the issuer. In 
determining the method of sale, factors 
such as size, complexity, and time frame 
influence the issuer's decision. Texas 
bone\ issuers have demonstrated the abil­
ity to issue bonds in a cost-efficient 
manner. It is the responsibility of the 
Bond Review Board to ensure that they 
remain vigilant in achieving this goal. 

1 Issuance cost calculations in this chapter do not include issues where the state acted as a conduit issuer. 
"Definitions adapted from the Municipal Securities Rulernaking Board's Glosswy of Municipal Securities Terms. 
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CHAPTER 5 
Texas Private Activity 
Bond Allocation Program 

Tax-exempt financing of "private 
activities" is limited by federal law since 
the passage of the Tax Reform Act of 
1986 (the "Tax Act"). Private activity 
bonds are those that meet any or all of 
the following tests: I) Private Business 
Use Test - more than ten percent of the 
proceeds are to be used for any private 
business use; 2) Private Security or Pay­
ment Test - payment on principal or in­
terest of more than ten percent of the 
proceeds is to be directly or indirectly 
secured by, or payments arc to be de­
rived from, a private business use; and 
3) Private Loan Financing Test - pro­
ceeds are to be used to make or finance 
loans to persons other than government 
units. 

The Tax Act also restricted the types 
of privately-owned public purpose 
projects thal can take advantage of tax­
exempt financing. The types of issues 
authorized are mortgage revenue bonds 
(MRBs), small-issue industrial develop­
ment bonds (IDBs), certain state-voted 
bond issues, student loan bonds, and a 
variety of"exempt facilities," including 
qualified residential rental projects (mul­
tifamily housing), sewage facilities, 
solid waste disposal facilities, and haz­
ardous waste disposal facilities. 

In addition, the Tax Act imposed a 
volume ceiling on the aggregate princi­
pal amount of tax-exempt private activ­
ity bonds that may be issued within each 
state during any calendar year. As a re­
sult, the ceiling was initially set at the 
greater of $50 per capita or $150 mil­
lion. Section 146(e) of the Internal Rev­
enue Code also provided for each state 
to devise an allocation formula or a pro­
cess for allocating the state's ceiling. 
This provision gave each state the ability 
to allocate this limited resource in a 
manner consistent with the needs of that 
state. Since different states have differ­
ent needs and demands, there are many 
varied allocation systems in place. 
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The Texas Revised Civil Statutes, 
Article 5190.9a, as amended, and Chap­
ter 1372, Texas Government Code 
(collectively the "Act"), mandate the al­
location process for the state of Texas. 
The Private Activity Bond Allocation 
Program regulates the volume ceiling 
and monitors the amount of demand and 
the use of private activity bonds each 
year. The Texas Bond Review Board 
has administered this program since 
January I, 1992. 

In an effort to address the high de­
mand for most types of private activity 
bond financing, the state of Texas de­
vised a nonpolitical system that ensures 
an allocation opportunity for each eli­
gible project type. As the state's ceiling 
is limited by the federal government, it 
is impossible to meet all the demands. 
Therefore, a lottery system is in place 
that ensures an equitable method of 
allocation. 

The 76th Texas Legislature passed 
Senate Bill l 155 (SB 1155), which made 
significant amendments to the Act. 
Beginning with the 2000 program year, 
the Act specified that, for the first seven 
and a halfmonlhs of the year, the state's 
ceiling must be set aside as follows: 

25 percent for single family housing 
to issuers of qualified mortgage rev­
enue bonds (MRBs). Of that amount, 
one-third will continue to be set aside 
for the Texas Department of Housing 
and Community Affairs (TDHCA) 
with the other two-thirds dedicated 
to the local issuers. Local issuers may 
apply for an amount determined by a 
formula, based on their population, 
but in no event for more than the 
maximum amount of $25 million. 

I I percent for issues authorized by a 
state constitutional amendment. The 
Texas Higher Education Coordinat­
ing Board may apply for a maximum 

of $75 million, while other issuers 
eligible in this category are limited 
to a maximum of $50 million. 

7.5 percent for issuers of qualified 
small issue industrial development 
bonds (IDBs) and empowerment 
zone bonds (EZ bonds) for use in fed­
erally designated empowerment 
zones and enterprise communities. 
The maximum allocation amount in 
this subceiling is S 10 million. 

16.5 percent for issuers of qualified 
residential rental project issue bonds 
(multifamily housing). Issuers within 
this category may apply for a maxi­
mum amount of the lesser of $15 
million or 15 percent of the amount 
set aside for this subceiling. 

I 0.5 percent for issuers of qualified 
student loan bonds authorized by 
§53.47, Texas Education Code. Each 
issuer is limited to a maximum 
amount of $35 million. 

29.5 percent for issuers of"all other" 
bonds requiring an allocation. This 
final subceiling receives applications 
from local issuers of exempt facility 
bonds and any other eligible bonds 
not covered by the other subceilings. 
Applications in this subceiling may 
not exceed $25 million. 

In addition to amending the set­
aside amounts, the new statute required 
a priority system for residential rental 
(multifamily housing) applications. The 
multifamily category now has three pri­
orities to encourage developers to reach 
residents at a lower income level. Prior­
ity one requires that I 00 percent of the 
units be set aside for residents at or 
below 50 percent of the area median 
family income (AMFI) and that the rents 
on those units be capped at the 30 
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percent level. Priority two requires that 
100 percent of the units be set aside for 
residents at or below 60 percent AMFI 
and that the rents on those units be 
capped at the 30 percent level. Priority 
three does not require any rent caps or 
set asides other than the federal require­
ments of either 40 percent of the units 
being set aside for residents earning at or 
below 60 percent AMF! or 20 percent of 
the units being set aside for residents earn­
ing at or below 50 percent AMF!. For 
the first two priorities, the developer is 
required to use the four percent low in­
come housing tax credits, including ap­
plying for such credits with TDHCA 
before a bond reservation can be issued. 
Tax credits are optional in the third 
priority. 

SB 1155 changes also cause all six 
subceilings to collapse on August 15th 
rather than September I st. Any remain­
ing amounts are combined and made 
available exclusively to the multifam­
ily applications, in priority order, until 
August 31st. Any amounts available on 
or after September I st are then offered 
to remaining applications by lot order, 
regardless of project type or priority. 

With the exception of single 
family housing and student loan bonds, 
reservations of state ceiling are allocated 
by lottery for applications received from 
October IO - October 20 of the year pre­
ceding the program year, and thereafter 
on a first-come, first-serve basis. Single 
family housing and student loan bonds 
have a separate priority system based on 
prior applications and prior bond issues. 
This system, used exclusively within 
these two subceilings, is in place from 
January through August 14th of each 
year. As previously noted, on August 
15th of each year, unreserved allocation 
from all the subceilings is now 
combined and redistributed to qualified 
residential rental projects. Furthermore, 
on September 1st, unreserved allocation 
from all subceilings is combined and 
redistributed by lot order, regardless of 
project type. 

All issuers, except MRB issuers, 
must complete their transaction and 
close on the bond issue within 120 clays 
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of the reservation date. Issuers ofMRBs 
must close within a 180-day time limit. 
If an applicant receives a reservation for 
allocation and is unable to consummate 
the transaction, or closes for a lesser 
amount, the original request is consid­
ered satisfied. Subsequently, the unused 
reservation or excess allocation is redis­
tributed and used by the next applicant 
in line. Oftentimes, this results in a 
volume cap distribution, that might vary 
slightly from the predetermined set­
asides at the beginning of the program 
year (Table I 5). 

The state of Texas is second only 
to California in population and volume 
cap. Texas once again experienced an 
increase in volume cap for the 200 I Pri­
vate Activity Bond Allocation Program. 
Based on the Texas population figures 
of 20,851,820, the 2001 volume cap was 
set at $1,303,238,751, an increase of 
$301,031,701 (30.03 percent) from the 
2000 cap of $1,002,207,050. 

The dramatic increase in the 
amount of cap allocation can be 
attributed to the growth of the state's 
population and new federal legislation 
that increased the per capita formula. On 
December 20, 2000, new legislation was 
passed that accelerated the increase in 

private-activity volume cap; the first 
such increase since the Tax Reform Act 
of 1986. The New phase in began Jam1-
ary I, 2001, when the limit was 
increased from $50 per capita to $62.50 
per capita. The second part of the plan 
will occur in January of 2002 when the 
cap multiplier increases to $75 per capita 
or $225 million, whichever is greater. 
Beginning in 2003, the state ceiling will 
be indexed to inflation. 

The increase still fell short of the 
demand for the program. The allocation 
program in Texas has been oversub­
scribed each year since 1988 ( Figure 
I I). Applications received for program 
year 2001 totaled $3.25 billion or 249.32 
percent of the available allocation 
amount (Table 16). The 2001 program 
year left $1.94 billion in requests for 
allocation unsatisfied. 

State legislation passed during the 
77th legislative session will have an 
impact on the future set-aside amounts 
of the state's six subceilings. Senate Bill 
322 establishes new set-aside percent­
ages that will be in effect for the 2002 
Private Activity Bond Allocation Pro­
gram and are as follows: 

Table 15 

STATE OF TEXAS 
PRIVATE ACTIVITY BOND ALLOCATION PROGRAM 
2001 SET-ASIDE vs. ISSUED ALLOCATION AMOUNTS 

SUBCEILINGS SET-ASIDE PERCENT ISSUED PERCENT 
ALLOCATION OF TOTAL ALLOCATION OF TOTAL 

Single Family Housing $325,809,688 25.00Sf $323.492.473 24.821,:0 

State-Voted Issues 143,356,262 l l .OOSf 75.000.000 5.75<;0 

Small-Issue IDBs 97.742,906 7.50<;0 t4.600.000 1.12<;0 

Multifamily Housing 215,034.394 16.501/t 369.101,277 28.32<;0 

Student Loan Bonds 136,840.069 10.501/t 136.8-1-0.000 10.50<;0 

All Other ls~ues JS--1-.455,431 29.50'/r 38'1-.205,000 29.4SC!t 

TOTALS $t,303,238,750 100.00o/c- $1,303,238,750 100.009c 

Source: Texas Bond Re\'iew Board, Office of the Executive Director. 
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Subceiling #I 
Mortgage Revenue Bonds 

Increased from 25 to 29.6 percent 

Subceiling #2 
State-Voted Issues 

Decreased from 11 to 8 percent 

Table 16 

STATE OF TEXAS 

2000 

L7 

(f---

200[ 

Subceiling #3 
PRIVATE ACTIVITY BOND ALLOCATION PROGRAM 

2001 APPLICATIONS FOR ALLOCATION 
Qualified Small-Issue IDBs 

Decreased from 7 .5 to 4.6 percent 

Subceiling #4 
Multifamily Revenue Bonds 

Increased from 16.5 to 23 percent 

Subceiling #5 
Student Loan Bonds 

Decreased from I 0.5 to 8.8 percent 

Subceiling #6 
All Other Issues 

Decreased from 29.5 to 26 percent. 
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(as of November I, 2001) 

Mortgage Revenue Bond:-, 

State-Voted Issue Bonds 

Industrial Development Bonds 

Multifamily Rental Project Bonds 

Student Loan Bonds 

All Other Bonds Requiring Allocation 

Total 

Available 
Allocation 

$325,809,688 

143,356,263 

97,742,906 

215,034,394 

136,840,069 

384,455,431 

$1,303,238,751 

Soun·c: Tc.\% Bond Review Board, Office of the E:l,ccutive Director. 

Requested 
Allocation 

$660,380,254 

75,000,000 

44,150,000 

1,521,770,064 

171,840,000 

776,081,580 

$3,249,221,898 

Requests 
as a% of 

rhailability 

202.69'/c 

52.329<, 

45.17'/c 

707.69'/r 

l 25.58'/r 

201.87Sr 

249.32% 
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APPENDIX A 
Summary of Bonds Issued 

THE TEXAS A&M UNIVERSITY 
SYSTEM 

Issue: Texas A&M University System, Revenue Financing System 
Refunding Bonds, Series 2001A & B - $191,285,000 

Purpose: The proceeds from the Series 200 I A and 200 I B bonds 
will be used to refund outstanding bonds, refund outstanding 
commercial paper, and provide funds for new construction. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

April 19,2001 
May 9, 2001 
June 14, 2001 

Structure: The bonds are to be sold on a negotiated basis as tax­
cxcmpt, fixed rate, callable securities with final maturity in 2021. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -
Fitch IBCA -

True Interest Cost (TIC) - 4.73% 
Net Interest Cost (NIC) - 4.84C/c 

Consultants: 

Aal 
AA+ 
AA+ 

Bond Counsel -
financial Advisor -
Senior Underwriter -

McCall, Parkhurst & I lorton L.L.P. 
first Southwest Company 
Morgan Stanley Dean Witter 

Issuance Costs: Amount Per $1,000 
Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Escrow Agent 
Paying Agent/Registrar 
Escrow Verification 
Attorney General 
Miscellaneous 

Underwriter's Spread 
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$136, I 13 $0.71 
99,397 0.52 
51,000 0.27 

5,881 0,03 
6,750 0,04 

435 0.00 
5,000 o.m 
2,500 0.01 

606 0.00 

$307,682 $1,61 

$874,004 $4,57 

TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, 
Residential Mortgage Revenue Bonds Series 2000 B, C, D, and E -
S124,915,000 (Private Activity) 

Purpose: Proceeds of the Series 2000B bonds ($82,975.000) and 
the Series 2000E bonds (SI 0,000,000) were used to fund mortgage 
loans to first time home buyers of low, very low, and moderate income. 
A portion of the proceeds was used to fund the cost of issuance or the 
bonds. Proceeds of the Series 2000C bonds ($13,675,000) and the 
2000D bonds ($18,265,000) were used to refund TDI-ICA's 
outstanding Single Family Mortgage Revenue RefumlingTax-Exempt 
Commercial Paper Noles, Series A. 

Dates: Board Approval -
Negotiated Sale -
Closing Dale -

August 22, 2000 
September 13, 2000 
October 26, 2000 

Structure: The Series 200013 bonds ($82,975,000) were issued as 
fixed-rate, tax-exempt term bonds maturing in January 2033. The 
Series 2000C bonds ($13,675,000) were issued as fixed-rate, tax­
exempt term bonds maturing in January 2025. The Series 2000D 
bonds($ 18,265,000) were issued as fixed-rate term and serial bonds, 
maturing in January 2020. The Series 2000E bonds (SI0.000.000) 
were issued as fixed-rate, taxable term bonds maturing in January 
2033, 

Bond Ratings: Moody's-
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 5.86% 
Net Interest Cost (NIC) - 5.909'c 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 
Financial Advisor - Dain Rauscher, Inc. 

Aaa 
AAA 

Senior Underwriter - George K. Baum & Company 

Issuance Costs: 
Bond Counsel 
Disclosure Counsel 
Financial Advisor 
Trustee 
Trustee Counsel 
Attorney General 
TDI-ICA Fees 
Private Activity Fees 
Printing Fee 
Rating Agencies 
Escrow Verification 

Underwriter's Spread 

Amount 
$98,473 

63,937 
97,000 
20,000 
17,000 
2,500 

80,000 
21,379 
18,883 
67,455 

8 500 

$495,126 

$936,320 

Per $1,000 
$0.79 

0.51 
0.78 
0.16 
0.14 
0,02 
0.64 
0.17 
0.15 
0.54 
om 

$3,97 

$7,50 
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TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, Multi­
Family Mortgage Revenue Bonds (Bluffvicw) Series 2001 -
$10,700,000 (Private Activity) 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to TX Bluffview Housing, 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 
Denton, Texas. 

Dates: Board Approval - April 19, 2001 
Private Placement - May 2, 2001 
Closing Date - May 2, 200 I 

Strncturc: The bonds were issued as fixed-rate, tax-exempt securities 
maturing in May 2041. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) - 7. 71 % 
Net Interest Cost (NIC) - 7.649'c 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 
Financial Advisor- Dain Rauscher, Inc. 

Issuance Costs: Amount Per Si 000 
Bond Counsel $50.000 $4.67 
Disclosure Counsel 2,500 0.23 
Financial Advisor 30,000 2.80 
Trustee 7,500 0.70 
Trustee Counsel 5,000 0.47 
Attorney General 1,250 0.12 
TD HCA Fees 70,750 6.61 
Miscellaneous 3 589 0.34 

$170,589 $15.94 
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TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, Multi­
Family Mortgage Revenue Bonds (Cobb Park) Series 200 I -
$7,785,000 (Private Activity) 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to Cobb Park Townhomcs, L.P., a Texas limited partnership, to 
finance the acquisition, construction, equipment and long-term 
financing of a new, 172-unit multifamily residential rental project to 
be located in Fort Worth, Texas. 

Dates: Board Approval - July 19, 2001 
Private Placement- July 31, 2001 
Closing Date- July 31, 2001 

Structure; The bonds were issued as fixed-rate, tax-exempt and 
taxable securities maturing in 2041. The bonds are insured. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) -
Net Interest Cost (NIC) -

7.48% 
7.44o/c 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 
Financial Advisor - Dain Rauscher, Inc. 

Issuance Costs: Amount 
Bond Counsel $61,500 
Disclosure Counsel 2,500 
Financial Advisor 28,000 
Trustee 8,000 
Trustee Counsel 5,000 
Attorney General 2,500 
TDHCAFees 54,225 
Private Activity Fee 1,947 
TEFRA Notice 2,500 

$166,172 

Per $1 000 
$7.90 

0.32 
3.60 
1.03 
0.64 
0.32 
6.97 
0.25 
0.32 

$21.35 
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TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, rvlulti­
Family Mortgage Revenue Bonds (Collingham Park), Series 2000 
A, B & C - $13,500,000 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to TCR Bissonct, L.P., a Texas limited partnership. to finance 
the acquisition, construction, and long-term financing of a new 250-
unit multi-family residential rental project located in Houston, Texas. 

Dates: Bmml Approval - October 19, 2000 
Private Placement- November 14, 2000 
Closing Date - November 15, 2000 

Structure: The Series 2000A&B bonds were issued as fixed-rate, 
tax-exempt securities maturing in 2033. The Series 2000C bonds were 
issued as fixed-rate taxable securities maturing in 2008. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) - 6.48% 
Net Interest Cost (NIC)- 6.60t/c 

Consultants: 
Bond Counsel -
Financial Advisor -

Issuance Costs: 
Bond Counsel 
Disclosure Counsel 
Financial Advisor 
Trustee 
Trustee Counsel 
Attorney General 
TDHCAFees 
Private Activity Fee 
Miscellaneous 
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Vinson & Elkins L.L.P. 
Dain Rauscher, Inc. 

Amount 
S45,000 

2,500 
40,000 
I0,000 
5,000 
2,500 

91,500 
3,438 
5 000 

$204,938 

Per $1,000 
$3.33 

0.19 
2.96 
0.74 
0.37 
0.19 
6.78 
0.25 
0.37 

$15,18 

TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, lvlulti­
Family Mortgage Revenue Bonds (Greenbriclge at Buckingham), 
Series 2000 A&B - $20,085,000 

Purpose: The proceeds of the bonds were used to fund a permanent 
mortgage loan to Greenbridge at Buckingham LLC, a Texas limited 
liability company, to provide for the acquisition, construction, 
equipment and long-term financing of a new 242-unit multi-family 
residential rental project located in Richardson, Texns. 

Dates: Board Approval - October 19, 2000 
Privnte Placement - November 6, 2000 
Closing Date - November 7, 2000 

Structure: The Series 2000A bonds ($19,735,000) were issued as 
fixed-rate, tax-exempt securities maturing in October 2040. The Series 
20008 bonds ($350,000) were issued as fixed-rate taxable securities 
maturing in January 2007. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) -
Net Interest Cost (NIC) -

7.4lo/c 
7.41</( 

Consultants: 
Bond Counsel - Vinson & Elkins LLP. 
rinancial Advisor - Dain Rauscher. Inc. 

Issuance Costs: Amount 
Bond Counsel SI00,000 
Disclosure Counsel 2,500 
Financial Ad\'isor 35,000 
Trustee 7,500 
Trustee Counsel 5,000 
Printing 2,300 
Attorney General 2,500 
TD HCA Fees 61,263 
Miscellaneous 690 717 

$906,780 

Per$ I 000 
$4.98 

0.12 
1.74 
0.37 
0.25 
0.11 
0.12 
3.05 

34.39 

$45,15 

TEXA.s BOND REV,'f\V BaARD 2001 h,,,NUAt Rtr:o.~r 



TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, Multi­
Family Revenue Bonds Series 2000 A, B & C (Highland Meadow 
Village)- $13,500,000 

Purpose: The proceeds of the bonds were used to fund a permanent 
mortgage loan to TCR Highland Meadow limited partnership, to 
provide for the acquisition, construction, equipment, and long-term 
financing of a new 250-unil multi-family residential rental project 
located in Houston, Texas. 

Dates: Board Approval - September 21, 2000 
Private Placement - September 25, 2000 
Closing Date - September 26, 2000 

Structure: The Series 2000A bonds ($10,115,000) were issued as 
fixed-rate, tax-exempt securities maturing in May 2033. The Series 
2000!3 bonds ($2,635,000) were issued as fixed-rate tax-exempt 
securities maturing in May 2033. The Series 2000C bonds ($750,000) 
were issued as fixed-rate rnxable securities maturing in May 2008. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) -
Net Interest Cost (NIC) -

Consultants: 

6.59% 
6.67% 

Bond Counsel -­
Financial Advisor -

Vinson & Elkins L.L.P. 
Dain Rauscher, Inc. 

Issuance Costs: 
Bond Counsel 
Disclosure Counsel 
Financial Advisor 
Trustee 
Trustee Counsel 
Attorney General 
TD HCA Fees 
Private Activity Fees 
Miscellaneous 
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Amount 
$56,500 

2,545 
35,000 

6,500 
5,000 
2,500 

91,500 
5,563 

278 130 

$483,238 

Per $1 000 
$4.19 
0.19 
2.59 
0.48 
0.37 
0.19 
6.78 
0.41 

20.60 

$35,80 

TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Deparlrnent of Housing and Community Affairs, Multi­
Family Mortgage Revenue Bonds (Knollwood Villas) Series 2001 -
$13,750,000 (Private Activity) 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to Knollwood Villas, LP., a Texas limited partnership. The loan 
was used to 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 on the south side of McKinney Street, 
west of Loop 288 in Denton County, Denton, Texas. 

Dates: Board Approval - April 19, 2001 
Private Placement- May 2, 2001 
Closing Date- May 2, 2001 

Structure: The bonds were issued as fixed-rate, tax-exempt securities 
maturing in May 2041. 

Bond Ratings: The bonds \Vere not rated. 

Interest Cost: 
True Interest Cost (TIC) - 7.71 % 
Net Interest Cost (NIC)- 7.64% 

Consultants: 
Bond Counsel -
Financial Advisor-

Issuance Costs: 
Bond Counsel 
Disclosure Counsel 
Financial Advisor 
Trustee 
Trustee Counsel 
Attorney General 
TDHCA Pees 
Miscellaneous 

Vinson & Elkins L.L.P. 
Dain Rauscher, Inc. 

Amount 
$50,000 

2,500 
30,000 
7,500 
5,000 
1,250 

86,350 
3 588 

$186,188 

Per $1,000 
$3.64 

0.18 
2.18 
0.55 
0.36 
0.09 
6.28 
0.26 

$13,54 
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TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, Multi­
Family Mortgage Revenue Bonds (Red Hills Villas) Series 2000 A&B 
- $10,300,000 (Private Activity) 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to South Creek Housing, Ltd., a Texas limited partnership, to 
finance the acquisition, construction, equipment and long-term 
financing of a new, 169-unit multi-family residential rental project 
to be located in Round Rock, Texas. 

Dates: Board Approval - November 23, 2000 
Private Placement - December 13, 2000 
Closing Date - December 13, 2000 

Structure: The Series 2000A bonds ($9,900,000) were issued as 
fixed-rate, tax-exempt securities maturing in December 2040. The 
Series 2000B bonds ($400,000) were issued as fixed-rate, taxable 
securities maturing in July 2010. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) - 7.43% 
Net Interest Cost (NIC) - 7.42% 

Consultants: 
Bond Counsel -
f<inancial Advisor -

Issuance Costs: 
Bond Counsel 
Disclosure Counsel 
Financial Advisor 
Trustee 
Trustee Counsel 
Attorney General 
TDHCAFees 
Private Activity Fees 
Printing Fee 
Miscellaneous 
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Vinson & Elkins L.L.P. 
Dain Rauscher, Inc. 

Amount 
$65,000 

2,500 
35,000 

7,500 
5,000 
2,500 

66,700 
3,000 
1,500 

253 500 

$442,200 

Per $1,000 
$6.31 

0.24 
3.40 
0.73 
0.49 
0.24 
6.48 
0.29 
0.15 

24.61 

$42.93 

TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, Multi­
Family Mortgage Revenue Bonds (Skyway) Series 2001 -
$13,250,000 (Private Activity) 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to Skyway Villas, Ltd., a Texas limited partnership, to finance 
the acquisition, construction, equipment and long-term financing of 
a new, 232-unit multifamily residential rental project to be located in 
McKinney, Texas. 

Dates: Board Approval -
Negotiated -
Closing Date -

June 21, 2001 
June 27, 2001 
July 10, 2001 

Structure; The bonds were issued as fixed-rate, tax-exempt securities 
maturing in 2034. The Senior bonds, Series 200 I A, are insured. Series 
200 l B bonds are not insured. 

Bond Ratings: 
Series 2001A: Moody's-

Standard & Poor's -
Series 20018: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) - 5.53% 
Net Interest Cost (NIC) - 5.65% 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 
f'inancial Advisor - Dain Rauscher, Inc. 

Issuance Costs: Amount 
Bond Counsel $70,000 
Disclosure Counsel 5,000 
Financial Advisor 30,000 
Rating Agencies 25,000 
Printing 4,000 
Trustee 7,500 
Trustee Counsel 5,000 
Attorney General 2,500 
TDHCAFees 83,050 
Private Activity Fee 3,813 
TEFRA Notice I 500 

$237,363 

Aaa 
AAA 

Per SI 000 
$5.28 

0.38 
2.26 
1.89 
0.30 
0.57 
0.38 
0.19 
6.27 
0.29 
QJl 

$17.91 
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TEXAS DEPARTMENT OF HOUSING 
AND COMMUNITY AFFAIRS 

Issue: Texas Department of Housing and Community Affairs, Multi­
Family Mortgage Revenue Bonds (Williams Run) Series 2000 A&B 
-$12,850,000 (Private Activity) 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to Grccnbridge at Williams Run, L.L.C., a Texas limited liability 
company, to finance the acquisition, rehabilitation and long-term 
financing or a 252-unit multi-family residential rental project to be 
located in Dallas, Texas. 

Dates: Board Approval - September 21, 2000 
Private Placement - December I, 2000 
Closing Date - December 6, 2000 

Structure: The Series 2000A bonds ($12,650,000) were issued as 
fixed-rate, tax-exempt securities maturing in November 2040. The 
Series 20008 bonds ($200,000) were issued as fixed-rate, taxable 
securities maturing in July 2004. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TIC) - 7.65% 
Net Interest Cost (NIC)- 7.65% 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 
Financial Advisor - Dain Rauscher, Inc. 

Issuance Costs: Amount Per$1 000 
Bond Counsel $70,000 $5.45 
Disclosure Counsel 2.500 0.19 
Financial Advisor 30,000 2.33 
Trustee 7,500 0.58 
Trustee Coum,el 5,000 0.39 
Attorney General 2,500 0.19 
TD HCA Fees 43,925 3.42 
Miscellaneous 190 800 14.85 

$352,225 $27,40 
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TEXAS HIGHER EDUCATION 
COORDINATING BOARD 

Issue: Texas Higher Education Coordinating Board, Student Loan 
Bonds. Series 2000 - $75,000,000 

Purpose: The proceeds of the bonds were used to make funds 
available for the Hinson-Hazelwood College Student Loan Program 
administered by the Texas Higher Education Coordinating Board. 
Proceeds from the sale of the bonds were also used to pay the cost of 
issuance. 

Dates: Board Approval -
Competitive Sale -
Closing Date -

September 21, 2000 
October 26, 2000 
November 16. 2000 

Structure: The bonds were issued as fixed-rate, tax-exempt securities 
maturing serially beginning in August 2005 with a final maturity of 
August 2017. The issue also contains term bonds maturing in 2020 
and 2024. The bonds are general obligations of the state. 

Bond Ratings: Moody's - Aal 
AA Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 5.33% 
Net Interest Cost (NIC) - 5.33% 

Consultants: 
Bond Counsel -
Co-Bond Counsel -
Financial Advisor -
Co-financial Advisor -
Senior Underwriter -

McCall, Parkhmst & Horton L.L.P. 
Wickliff & Hall P.C. 
first Southwest Company 
Walton Johnson & Company 
Paine Webber Incorporated 

Issuance Costs: Amount Per $1,000 
Bond Counsel 
Co-Bond Counsel 
Financial Advisor 
Co-Financial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Private Activity Fee 
Attorney General 
Other 

Underwriter's Spread 

$30,895 
8,150 

30,521 
7,731 

23,060 
700 

7,500 
19,250 

1,250 
6 304 

$135,361 

$517,500 

$0.41 
0.11 
0.41 
O.IO 
0.31 
0.01 
0.10 
0.26 
0.02 
0.08 

$L80 

$6,90 
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TEXAS PUBLIC FINANCE 
AUTHORITY 

Issue: Texas Public Finance Authority State of Texas Revenue Bonds, 
Series 2001 -$12,685,000 

Purpose: The bond proceeds were used to provide funds to finance 
the Texas Department of Parks and Wildlife (TPWD) infrastructure 
repairs and facitilty improvements. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

November 23, 2000 
January 9, 2001 
Jamrnry 30, 200 I 

Structure: The bonds were sold on a negotiated basis as tax-exempt, 
fixed rate, callable securities with final maturity in 2013. The bonds 
were issued in book-entry form as fully registered securities in 
denominations of $5,000 or any intergral mutiple thereof. 

Bond Ratings: Moody's -
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 4.3354% 
Net Interest Cost (NIC) - 4.3358% 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 

Aa2 
A+ 

Financial Advisor - First Southwest Company 
Senior Underwriter- Morgan Stanley Dean Witter 

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Co-Financial Advisor 
Rating Agencies 
Printing 
Escrow Agent 
Escrow Verification 
Attorney General 
Miscellaneous 

Underwriters' Spread 
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Amount 
$26,000 

23,427 
11,026 
12,960 
7,500 

0 
0 

1,000 
3 107 

$85,020 

$82,925 

Per $1,000 
$2.05 

1.85 
0.87 
1,02 
0.59 
0.00 
0.00 
0.08 
0.24 

$6.70 

$6.54 

TEXAS PUBLIC FINANCE 
AUTHORITY 

Issue: Texas Public Finance Authority, State of Texas General 
Obligation Refunding Bonds, Series 200 I - $318,921,222 

Purpose: The bond proceeds were used to refund a portion of the 
Authority's outstanding general obligation bonds and to pay for the 
cost of issuing the bonds. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

February 22, 200 I 
April 3, 2001 
May 2, 2001 

Structure: The bonds were issued as fixed-rate, tax-exempt securities 
with final maturity in October 2016. The bonds are secured by the 
state's general obligation pledge and as such, the state's full faith and 
credit are pledged towards repayment of the bonds. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -
Pitch IBCA-

True Interest Cost (TIC) -
Net Interest Cost (NIC) -

4.41% 
4.29% 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 

/\al 
AA 
AA+ 

Financial Advisor - First Southwest Company 
Senior Underwriter - Morgan Stanley Dean Witter 

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Co-Financial Advisor 
Rating Agencies 
Printing 
Escrow Agent 
Escrow Verification 
Attorney General 
Miscellaneous 

Underwriters' Spread 

Amount 
$32,304 

32,801 
11,960 
62,000 

3,959 
1,750 
5,150 
1,250 
I 942 

$153,115 

$1,588,800 

Per $1 000 
$0.10 

0.10 
0.04 
0.19 
0.01 
0,01 
0.02 
0.00 
0.01 

$0.48 

$4,98 
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TEXAS STATE AFFORDABLE 
HOUSING CORPORATION 

Issue: Texas State Affordable Housing Corporation, Multi-Family 
Mortgage Rc\'cnue Bonds (Ashton/Woodstock Apartments) Series 
2001 A & B -$11,485,000 

Purpose: The proceeds were used to fund a mortgage loan to Agape 
Ashton/Woodstock, Inc., for the purpose of financing the acquisition, 
rehabilitation, and equipment of two multifamily residential apartment 
developments located in Galveston and Arlington, Texas. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

June 21, 2001 
July 9, 2001 
July 12,2001 

Structure: The bonds were issued in four series. Series A, C, and D 
were issued as fixed-rate, tax-exempt securities. The Series B bonds 
were issued as fixed-rate, taxable securities. All series were issued as 
tcrrn bonds. The Series A and B bonds mature in August of 2004, 
201 l, 2016, 2021, and 2033. The Series C and D bonds mature in 
August 2033. 

Bond Ratings: 

Interest Cost: 

Moody's - Series A and B 
Series C 
Series D 

True Interest Cost (TIC) -
Net Interest Cost (NIC) -

6.63% 
6.68% 

Consultants: 

A3 
Baa3 
Ba2 

Bond Counsel -
Financial Advisor -

Andrews and Kurth L.L.P. 
First Southwest Company 

Issuance Costs: 
Bond Counsel 
Issuer Counsel 
Financial Advisor 
Rating Agency 
Trustee 
Attorney General 
Printing 
Miscellaneous 

Underwriter's Spread 
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Amount 
$90,000 

16,000 
32,829 
40,000 
16,500 
2,500 

a 
13 985 

$211,814 

$214,888 

Per$! 000 
$7.84 

1.39 
2.86 
3.48 
1.44 
0.22 
0.00 
.Lll 

$18.44 

$18.71 

TEXAS STATE AFFORDABLE 
HOUSING CORPORATION 

Issue: Texas State Affordable Housing Corporation, Multi-Family 
Mortgage Revenue Bonds (Reserve Apartments), Series 2001 A & 13 
-S21,547.000 

Purpose: The proceeds of the bonds were used to fund a mortgage 
loan to Agape Irving Housing, Inc., to provide for the acquisition, 
construction, equipment and long-term financing of a new 261-unit 
multifamily residential rental project located in Irving, Texas. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

March 22, 200 I 
April 5, 2001 
April JO, 2001 

Strncture: The bonds were issued in four series. Series A, C, and D 
were issued as fixed-rate, tax-exempt securities. The Series B bonds 
were issued as fixed-rate, taxable securities. All series were issued as 
term bonds. The Series A and B bonds mature in August of 2004, 
2011, 2016, 2021, and 2033. The Series C and D bonds mature in 
August 2033. 

Bond Ratings: Moody's-

Interest Cost: 
True Interest Cost (TIC) -
Net Interest Cost (NIC) -

Consultants: 

5.74% 
5.95% 

Aaa 

Bond Counsel -
Financial Advisor -

Andrews and Kurth L.L.P. 
First Southwest Company 

Issuance Costs: 
Bond Counsel 
Issuer Counsel 
Financial Advisor 
Rating Agency 
Trustee 
Trustee Counsel 
Attorney General 
TSAHC Fees 
Miscellaneous 

Underwriter's Spread 

Amount 
S125,000 

35,000 
53,094 
17,500 
14,773 
5,000 
2,500 

22,547 
18,000 

$293,414 

$163,819 

Per $1 000 
$5.80 

1.62 
2.46 
0.81 
0.69 
0.23 
0.12 
I.OS 
0.84 

$13.62 

$7.60 
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TEXAS STATE UNIVERSITY 
SYSTEM 

Issue: Board of Regents ofTex<1s State University System, Revenue 
Financing System Bonds, Series 200 l - $12,400,000 

Purpose: The proceeds of the bonds were used to acquire, purchase, 
construct, improve, renovate, enlarge, and equip property, building, 
structures, facilities, roads, and related infrastructure for Southwest 
Texas State University. 

Dates: Board Approval -
Competitive Sale -
Closing Date -

April 19, 2001 
June 7, 2001 
June 21, 2001 

Structure: The bonds were issued as fixed-rate, tax-exempt securities. 
The bonds mature serially beginning in 2002 with final maturity in 
March 2021. The bonds are insured. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -

Aaa/Aa3 
AAA/A+ 

True Interest Cost (TIC) - 4.95% 

Consultants: 
Bond Counsel -
Financial Advisor -
Underwriter -

McCall, Parkhurst & Horton L.L.P. 
Dain Rauscher, Inc. 
Banc of America Securities L.L.C. 

Issuance Costs: Amount Per $1,000 
Bond Counsel 
financial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Attorney Genernl 
Other 

Underwriter's Spread 
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$10,180 
17,200 
16,250 

975 
5,000 
1,000 
3 395 

$54,000 

$108,174 

S0.82 
1.39 
1.31 
0.08 
0.40 
0.08 
0.27 

$4.35 

$8.72 

TEXAS STATE UNIVERSITY 
SYSTEM 

Issue: Board of Regents of Texas State University Sy:-.tem. Revenue 
Financing System Bonds, Series 2000 - 526,000,000 

Purpose: The proceeds of the bonds were used to acquire, purchase, 
construct. improve, renovate, enlarge, and equip property, building, 
structures, facilities, roads, and related infrastructure for Southwe~t 
Texas State University and Sam Houston State University. 

Dates: Board Approval -
Competitive Sale -
Delivery Date -

June 22, 2000 
August 30, 2000 
September 26, 2000 

Structure: The Series 2000 bonds were issued a~ fixed-rate, tax­
exempt securities and mature serially beginning in 2001 with final 
maturity in March 2020. The bonds arc insured. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -

Aaa/AI 
AAA/A+ 

True Interest Co~L (TIC) - 5.30% 

Consultants: 
Bond Counsel -
Financial Advisor -
Underwriter -

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Attorney General 

Underwriter's Spread 

McCall, Parkhurst & Horton L.L.P. 
Dain Rauscher, Inc. 
Banc of America Securities L.L.C. 

Amount Per$ I 000 
$12,500 $0.48 

23,100 0.89 
34,000 1.31 

400 0.()2 
9,000 0.35 
1,250 0.05 

$80,250 $3,09 

$195,000 $7,50 
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UNIVERSITY OF HOUSTON 

Issue: Board of Regents of the University or Houston System, 
Consolidated Revenue Bonds, Series 2000 - $52,070,000 

Purpose: The proceeds from the sale of the boncls were used to finance 
the acquisition, purchase, construction, improvement. renovation, 
enlargement and equipping of any properly, buildings, structures, 
activities. services, operations, or other facilities for the University 
of Houston System. Proceeds from the sale of the bonds were also 
used to pay the costs of issuance. 

Dates: Board Approval -
Competitive Sale -
Closing Date -

August 22, 2000 
September 13, 2000 
October 11, 2000 

Structure: The bonds were issued as fixed-rate, tax-exempt securities 
maturing serially beginning in February 2003 with final maturity in 
February 2030. The bonds are insured. 

Bond Ratings: Moody's -
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 5.55% 
Net Interest Cost (NIC) - 5.48% 

Consultants: 
Bond Counsel - Vinson & Elkins LL.P. 

Aaa/Aa3 
AAA/AA-

f<inancial Advisor - First Southwest Company 
Senior Underwriter - Salomon Smith Barney 

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Attorney General 
Miscell,meous 

Underwriter's Spread 

TEXA.S BOND REV,'fW BOARD !2001 ANNUAL REPON 

Amount 
$34,729 

18,867 
42,500 

250 
10,781 

1,250 
270 

$108,647 

$474,358 

Per SI 000 
$0.67 

0.36 
0.82 
0.00 
0.21 
O.Q2 
0.01 

$2.09 

$9.11 

THE UNIVERSITY OF TEXAS 
SYSTEM 

Issue: Board of Regents of The University of Texas System, Re\'enue 
Financing System Refunding Bonds, Series 2001A -$81,665,000 

Purpose: Proceeds of the Series 2001 bonds were used to refund 
outstanding Revenue Financing System Bonds, Series 1991 A and 
Series 1991 B and to pay the costs of issuance. 

Dates: Board Approval -
Competitive Sale -
Closing Date -

March 18, 1999 
May 17, 2001 
May 17, 2001 

Structure: The bonds \Vere issued as vmiable-rate, tax-exempt 
securities. The bonds mature serially beginning in 2002 with final 
maturity in August 2013. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -
Fitch IBCA-

Aaa 
AAA 
AAA 

True Interest Cost (TIC) -
Net Interest Cost (NIC) -

Variable 
Variable 

Consultants: 
Bond Counsel -
Financial Advisor -
Underwriter -

McCall, Parkhurst & Horton L.L.P. 
Dain Rauscher, Inc. 
J.P. Morgan Securities Inc. 

Issuance Costs: Amount Per $1,000 
Bond Counsel 
f<inancial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Attorney General 
Other 

Underwriter's Spread 

$52.908 
26,361 
53,460 

1.300 
650 

1,250 
22,650 

$158,579 

$111,231 

$0.65 
0.32 
0.65 
0.02 
0.01 
O.Q2 
0.28 

$1.94 

$1.36 
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TEXAS VETERANS LAND BOARD 

Issue: State of Texas Veterans' Housing Assistance Program. Fund I 
and Fund II, Taxable Series 2000D & E - $26,170,000 

Purpose: The bond proceeds were used to refund the principal 
amounts in the Veterans' Housing Assistance Program. 

Dates: Board Approval - October 19, 2000 
Negotiated Sale - November 2. 2000 
Closing Date- November 16, 2000 

Structure: The bonds were issued as fixed-rate, taxable term bonds 
maturing in December 2010. 

Bond Ratings: Moody's-
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 7.07% 
Net Interest Cost (NIC)- 7.07'/(' 

Consultants: 
Bond Counsel -
Co-Bond Counsel -

Vinson & Elkins L.L.P. 
Lannen & Oliver P.C. 

Financial Advisor - Dain Rauscher, Inc. 

Aal 
AA 

Senior Underwriter - U.S. Bancorp Piper Jaffray 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Attorney General 

Underwriter's Spread 

38 

Amount 
533,124 

15,678 
10,410 
17,000 
4,270 
2 500 

$82,982 

$191,015 

Per $1,000 
$1.27 

0.60 
0.40 
0.65 
0.16 
0.10 

$3.17 

$7.30 

TEXAS VETERANS LAND BOARD 

Issue: State of Texas Veterans' Land Refunding Bonds, Taxable Series 
2000 - $39,960,000 

Purpose: The proceeds of the bonds were used, together with other 
moneys of the Board, to refund a portion of the outstanding Veterans' 
Land Refunding Bonds, Series 1990. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

October 19, 2000 
November 14, 2000 
November 15. 2000 

Structure: The bonds were issued as variable-rate, taxable securities 
initially in a Weekly Mode and mature on December I, 2020. The 
bonds are general obligations of the state. 

Bond Ratings: Moody's-
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) -
Net Interest Cost (NIC) -

floating 
lloating 

Consultants: 

Aal/Pl 
AA/A-I+ 

Bond Counsel -
Co-Bond Counsel -

Akin, Gump, Strauss, Hauer & Fekl L.L.P 
Wickliff & Hall P.C. 

Financial Advisor - Dain Rauscher, Inc. 
Senior Underwriter - Morgan Stanley Dean Witter 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
f'inancial Advisor 
Rating Agencies 
Printing 
Attorney General 
Miscellaneous 

Underwriter's Spread 

Amount 
$24,145 

4,904 
15,236 
31,150 

1,624 
1,250 
8.000 

$86,309 

$84,338 

Per $1,000 
$0.60 

0.12 
0.38 
0.78 
0.04 
O.o3 
0.20 

$2.15 

$2.11 
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TEXAS VETERANS LAND BOARD 

Issue: State of Texas Veterans' Housing Assistance Program Fund 
II, Series 2001A-l and A-2 -$60,000,000 

Purpose: The proceeds were used to make housing loans to eligible 
Texas veterans and to pay the costs of issuance. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

February 22, 200 I 
March 13,2001 
March 22, 200 I 

Structure: The bonds were issued as tax-exempt, variable and fixed­
rate securities, maturing in June 2032. The bonds are general 
obligations of the state. 

Bond Ratings: Moody's -
Standard & Poor's -

Interest Cost: 
True Intere~t Cost (TIC) - 4.78% 
Net Interest Cost (NIC) - 4.73% 

Consultants: 
Vinson & Elkins L.L.P. 
Lannen & Oliver, P.C. 
Dain Rauscher, Inc. 

Aal/VMIG-1 
AA/A-I+ 

Bond Counsel -
Co-Bond Counsel -
Financial Advisor -
Senior Underwriter - U.S. Bancorp Piper Jaffray 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Attorney General 

Underwriter's Spread 

TEXAS BOND REV:fW BoNID 2001 Ar,WUAl REPOn 

Amount 
$83,591 

18,705 
22,500 
29,250 

6,567 
2,500 

$163,113 

$247,371 

Per $1 000 
$1.39 

0.31 
0.38 
0.49 
0.11 
0.04 

$2.72 

$4.12 

TEXAS VETERANS LAND BOARD 

Issue: Texas Veterans Land Board, Veterans Revenue Refunding 
Bonds, Taxable Series 200 I B - $160,092,515 

Purpose: The proceeds were used to refund a portion of the Veterans 
Mortgage Revenue Bonds, Taxable Series 2000A and all of the 
Veterans Mortgage Revenue Bonds, Taxable Series 20008. 

Dates: BoardApproval- June21,2001 
Private Placement- July 11, 2001 
Closing Date - July 24, 2001 

Structure: The bonds were issued as taxable, variable-rate securities 
with final maturity in 2004. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TJC) - Variable 
Net Interest Cost (NIC) - Variable 

Consultants: 
Bernd Counsel -
Co-Bond Counsel -
Financial Advisor -

Issuance Costs: 
Bond Counsel 
Co-11oncl Counsel 
Financial Advisor 
Trustee 
Attorney General 
Miscellaneous 

Underwriter's Spread 

Vinson & Elkins L.L.P. 
Lannen & Oliver P.C. 
Dain Rauscher, Inc. 

Amount 
$94,080 

24,727 
58,032 

2,500 
1,250 
2,500 

$183,089 

$0 

Per $1 000 
$0.59 

0.15 
0.36 
0.02 
0.01 
0.02 

$1.14 

$0 
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TEXAS WATER DEVELOPMENT 
BOARD 

Issue: Texas Water Development Board Water Financial Assistance 
Bonds, Series 2000A - $75,000,000 

Purpose: The bond proceeds were used to provide financial assistance 
to political subdivisions for water supply, water quality enhancement, 
and flood control purposes, and to pay costs or issuance. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

October 19, 2000 
December 6, 2000 
January 9, 200 I 

Structure: The bonds were issued as fixed-rate, tax-exempt serial 
and term securities. The serial bonds mature August 2020. The term 
bonds mature August 2022. 

Bond Ratings: 

Interest Cost: 

Moody's-
Standard & Poor's -
Fitch IBCA-

True Interest Cost (TIC) - 5.30% 
Net Interest Cost (NIC) - 5.34% 

Consultants: 

Aal 
AA 
AA+ 

Bond Counsel - McCall Parkhurst & Horton L.L.P. 
Co-Bond Counsel - Wickliff & Hall P.C. 
Financial Advisor - First Southwest Company 
Senior Underwriter- Chase Securities of Texas, Inc. 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
Pinancial Advisor 
Rating Agencies 
Printing 
Paying Agent 
Miscellaneous 
Attorney General 

Underwriter's Spread 

40 

Amount 
$25,737 

3,419 
52,448 
40,060 

4,386 
250 
548 

I 250 

$128,098 

$430,941 

Per SI 000 
$0.34 

0.05 
0.70 
0.53 
0.06 
0.00 
0.01 
0.02 

$1.71 

$5.75 

TEXAS WATER DEVELOPMENT 
BOARD 

Issue: Texas Water Development Board State Revolving Fund, Senior 
Lien Revenue Bonds, Series 2000A - SI 00,000,000 

Purpose: The bond proceeds were used to provide funds to the State 
Revolving Fund to purchase political subdivision bonds, fund a 
reserve account for the senior lien bonds and to pay the costs of 
issuance of the Series 2000A bonds. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

July 22, 1999 
August 25, 2000 
September 19, 2000 

Structure: The bonds were issued as fixed-rate, tax-exempt serial 
and term securities. The serial bonds' final maturity is in July 2019. 
The term bonds mature in July 2021. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -
Pitch-

True Interest Cost (TIC) - 5.27% 
Net Interest Cost (NIC) - 5.33% 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 

Aaa 
AAA 
AAA 

Financial Advisor - Pirst Southwest Company 
Senior Underwriter - Bear, Stearns & Co. Inc. 

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Paying Agent 
Attorney General 
Miscellaneous 

Underwriter's Spread 

Amount 
$25,800 

63,452 
42,000 

7,511 
71 

1,250 
2 543 

$142,627 

$589,055 

Per$ J 000 
$0.26 

0.63 
0.42 
0.08 
0.00 
0.01 
0.03 

$1.43 

$5.89 
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TEXAS WATER DEVELOPMENT 
BOARD 

Issue: Texas Water Development Board, Water Development Bonds, 
Series 2001A & Band Water Financial Assistance Bonds, Series 
2001A, B & C - $149,750,000 

Purpose: 
Water De1,efop111e11t F1111d I 
The proceeds of the Water Development Refunding Bonds, Series 
2001A & B, were used to prepay the Water Development Board's 
obligations under a federal contract (authorized by Ar!icle III, Section 
49-d of the State Constitution) entered into in connection with the 
construction of Palmetto Bend Dam and Reservoir. 

Water De\'elop111e11t Fund II 
The proceeds of the Water Financial Assistance Bonds, Series 200 I A­
C, were used to provide loans and/or grants to political subdivisions 
including those in economically distressed areas of the state for water 
supply, water quality enhancement and flood control purposes, and 
for the acquisition of interests in State Participation Projects. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

Structure: 

May 17, 2001 
June 1,2001 
June 26, 200 I 

The bonds constitute a general obligaLion of the state of Texas. The 
bonds were sold on a negotiated basis and issued as tax-exempt and 
taxable, fixed-rate securities with final maturities in 2025, 2035 and 
2036. Interest on the bonds shall be payable semi-annually on 
t'ebruary I and August I, beginning on August I, 2001. Principal 

payments will be payable on August I" of each maturity date. 

Bond Ratings: 

Interest Cost: 

Moody's-
Standard & Poor's -
Fitch IBCA -

Aal 
AA 
AA+ 

True Interest Cost (TIC) - WDB Series 2001A 5.41 % 

Net Interest Cost (NIC) -

Consultants: 

WDI3 Series 2001 B 5.22% (Taxable) 
WFA Series 2001A 5.40</c 
WFA Series 2001B 5.29<1/c 
WFA Series 2001C 5.53% 

WDB Series 200 l A 5.42% 
WDB Series 2001 B 5.20% (Taxable) 
WFA Series 2001A 5.37(k 
WFA Series 2001B 5.31% 
Wf-ASeries2001C 5.51% 

Bond Counsel - McCall Parkhurst & Horton L.L.P. 
Co-Bond Counsel - Wickliff & Hall P.C. 
Financial Advisor- First Southwest Company 
Senior Underwriter - Goldman, Sachs & Co. 
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TEXAS WATER DEVELOPMENT 
BOARD 
CONTINUED 

Amount Per $1 000 
Issuance Costs: 
Bond Counsel $47,767 $0,37 
Co-Bond Counsel 10,275 0,02 
Financial Advisor 73,158 OA9 
Rating Agencies 57,000 0,38 
Printing 4,961 0.03 
Paying Agent 300 0,00 
Miscellaneous 2,360 0,02 
Attorney General 4,250 0,03 

Total Issuance Costs $200,071 $L34 

Underwriters' Spread $889,345 $5,94 
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APPENDIX B 
Texas Commercial Paper and ' ::,s;;J-~' 

Variable-Rate Note Programs "-' 
In recent years, some slate agencies and institutions of 

higher education have established variable-rate debt financ­
ing programs that provide financing for equipment or capital 
projects, or provide loans to eligible entities. 

As of August 31, 200 I, a total of $1.755 billion was 

authorized for state commercial paper or variable-rate note 
programs. Of this amount, $998.9 million was outstanding as 
of the end offiscal 200 I (1ilb/e I 7). [The amounts in fob le I 7 
are included in the bonds outstanding amounts reported in 
Chapter 3.] 

A brief summary of each variable-rate debt program is 
provided below: 

The University of Texas System 

The University of Texas System (the "System") has 
authorized two variable-rate financing programs: a flexible-

rate note program secured by distributions from the total 
return on all investment assets of the Permanent University 
Fund (PUP), and a commercial paper program secured by the 
revenues of the System. 

The System's PUF Flexible Rate Note program provides 

interim financing for permanent improvements at various eli­
gible component institutions of the System. The PUF Flexible 
Rate Note Program replaces a similar program established in 
1985. The prior program became obsolete when an amend­
ment to the Texas Constitution was adopted on November 2, 
1999, altering the source and method for determining distri­
butions from the PUF. The System's outstanding PUF Flex­
ible Rate Notes may not exceed $250 million in principal 
amount at any one time. 

The System's Revenue Financing System (RFS) commer­
cial paper note program was established in 1990 to provide 
interim financing for capital projects, including construction, 

Table 17 

TEXAS COMMERCIAL PAPER AND VARIABLE-RATE NOTE PROGRAMS 
as of August 31, 2001 

AMOUNT AMOUNT ISSUED AMOUNT 
ISSUER TYPE OF PROGRAi\l AUTHORIZED FISCAL 2001 OUTSTANDING 

The University of Texas Sy:.tcm 
Permanent University Fund Flexible-Rate Note~ $250,000,000 $ t 00,000,000 $200,000,000 
Revenue f-inancing System Commercial Paper 350,000,000 t27,145,00 218,760,000 

The Texas A&M University System 
Permanent University Fund f-lcxible-Ratc Notes 80,000,000 35,600,000 35,600,000 
Revenue Pinancing System Commercial Pape1 t 25,000,000 5,790,000 0 

Texas Tech Univer~ity System 
Revenue Financing Sy:.tcm Commercial Papet t 00,000,000 46,770,000 64.380,000 

Texas Dept. of Agricullurc Commercial Paper * 50,000,000 5,000,000 ]4.000,000 
Commercial Paper t00,000,000 0 t.000,000 

Texas Dept. of Economic Development Commercial Paper 25,000,000 0 5,655.000 

Texas Dept. of Housing & Community Affairs Commercial Paper 75.000,000 t 5,585,000 t5,585.000 

Texas Public Finance Authority 
Revenue Commen:ial Paper t 00,000,000 t6,000.000 33,600,000 
General Obligation Commercial Paper 500.000.000 0 390,300,000 

Total $1,755,000,000 $351,890,000 $998,880,000 

* Represents maximum amount outstanding appro,·ed by the Bond Review Board for the Texas Agricultural r-und. The TAFA Board has approved a$ !00 
million program amount. 

Source: Texas Bond Review Board. Office of the Executive Director. 
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acquisition, and renovation or equipping of facilities. The com­
mercial paper is secured by a pledge of all legally available 
revenues of the System, including pledged tuition fees, gen­
eral fees, and other revenue sources. The System's outstand­
ing RFS commercial paper notes may not exceed $350 mil­
lion in principal amount at any one time. 

The Texas A&M University System 

The Texas A&M University System (the "A&M System") 
has also authorized two variable-rate financing programs: a 
flexible-rate note program secured by the Permanent Univer­
sity Fund (PUF) and a commercial paper program secured by 
A&M System revenues. The Texas A&M PUF note program 
was established in 1988 to provide interim financing and equip­
ping of facilities for eligible construction projects. 

The Texas A&M University's Revenue Financing Sys­
tem commercial paper program was established in 1992 to 
provide interim financing for capital projects, including con­
struction, acquisition, and renovation, or equipping of facili­
ties throughout the A&M System. The commercial paper is 
secured by a pledge of all legally available revenues to The 
A&M System, including pledged tuition fees, general fees, 
and other revenue sources. The A&M System has a self­
liquidity facility for this program. In fiscal 1994, the A&M 
System expanded the pledge to include tuition revenues. 

Texas Tech University and Texas Tech 
University Health Sciences Center 

In November 1997, the Board of Regents of Texas Tech 
University (TTU) authorized a Revenue Financing System 
commercial paper program in an amount not to exceed $100 
million. Under the terms of the prior authorization, commer­
cial paper notes could not be issued in an aggregate principal 
amount exceeding $50 million at any one time without ap­
proval of the Board of Regents. Subsequent authorizations 
from the Board have raised the limit to $100 million. 

The program was established to provide inlerim financ­
ing for capital projects, including construction, acquisilion, 
renovation, and equipmenl for facilities of TTU. The com­
mercial paper is secured by a pledge of all legally available 
revenues ofTTU, including pledged tuition fees, general fees, 
and other revenue sources. The University has entered into a 
liquidity agreement in an aggregate amount not to exceed 
$77,770,000 to pay principal and interest coming due under 
the commercial paper program. 

Texas Department of Agriculture 

In 1991, The Texas Agricultural Finance Authority 
(TAFA), a public authority within the Texas Department of 
Agriculture, was authorized to establish a Series A taxable 

TEXAS BOND RrnEW BOMD QQOJ A,,iNUAL REPrnT 

commercial paper note program. The TAFA issues commer­
cial paper to purchase and guarantee loans made to businesses 
involved in the production, processing, marketing, and export­
ing of Texas agricultural products. The commercial paper notes 
arc a general obligation of the state; however, the program is 
designed to be self-supporting. 

During fiscal 1995, TAFA established a second Series B 
general obligation taxable commercial paper note program with 
authority to issue up to $100 million in obligations. Proceeds 
from this program arc used to make funds available for the 
Farm and Ranch Finance Program. The program was estab­
lished to provide loans and other financial assistance through 
local lending institutions to eligible borrowers for the purchase 
of farm or ranch land. 

Texas Department of Economic Development 

In 1992, the Texas Department of Economic Develop­
ment (TDED) was granted the authority to issue commercial 
paper to fund loans to Texas businesses under three programs. 
Under the first program, the TDED approves loans to local 
industrial development corporations. Revenues from an 
optional local half-cent sales tax for economic development 
secure these loans. The second program provides for the pur­
chase of small business loans, which are fully guaranteed by 
the Small Business Administration. A third program may make 
loans directly to businesses from program reserves. The 
commercial paper issued by TDED is taxable. The program is 
designed to be self-supporting. 

Texas Department of Housing and 
Community Affairs 

The Texas Department of Housing and Community Af­
fairs (TD HCA) established a single-family mortgage revenue 
commercial paper program in 1994. The program enables the 
TDHCA to capture mortgage prepayments and recycle them 
into mortgage loans. By issuing commercial paper notes to 
satisfy the mandatory redemption provisions of outstanding 
single-family mortgage revenue bonds instead of using the 
prepayments to redeem bonds, the TD HCA is able to preserve 
private activity volume cap and generate new mortgage loans 
with the prepayments. The commercial paper refunding bonds 
pay off the commercial paper notes, and the prepayments are 
used to make new mortgage loans. These new loan revenues 
repay the principal and interest on commercial paper refund­
ing bonds. 

Texas Public Finance Authority 

In 1992, the Texas Public Finance Authority (TPFA) 
established a Master Lease Purchase Program (MLPP) that is 
funded through commercial paper. The commercial paper is-
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sued to date has primarily been used to finance the purchase 
of equipment, such as computers and telecommunications 
equipment. The TPFA also has the authority to use the com­
mercial paper to provide interim financing for capital projects 
undertaken on behalf of state agencies. The MLPP commer­
cial paper is a special revenue obligation of the state, payable 
only from legislative appropriations to the participating agen­
cies for lease payments. 

During fiscal 1993, TPFA established a variable-rate 
financing program that is secured by the state's general 
obligation pledge. The proceeds are used to provide interim 
financing for capital projects that are authorized by the Legis­
lature and financed through general obligation bonds. 

Other State Issuers of Variable-Rate Debt 

Several other state issuers have the authority to issue debt 
in variable-rate form. State issuers may utilize variable-rate 
debt in order to diversify their debt portfolio and to take 
advantage of lower short-term interest rates that may be 
available. 

The Veterans Land Board is one example of a state issuer 
that has issued variable-rate housing assistance bonds to 
diversify its debt portfolio. Similarly, the Texas Water Devel­
opment Board is authorized to issue subordinate-lien variable­
rate-demand revenue bonds (VRDBs) as part of the State 
Revolving Fund program. 
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Com)}troller of Public Accounts Liquidity 
Facility Provider Duties 

The 73rd Legislature passed legislation that authorized 
the State Treasurer to enter into agreements to provide liquid­
ity for obligations issued for governmental purposes by an 
agency of the state as long as the agreements did not conflict 
with the liquidity needs of the Treasury. Eligible obligations 
included commercial paper, variable-rate demand obligations, 
and bonds. Although Treasury funds were not sufficient to 
cover all state variable-rate debt programs, the use of state 
funds for liquidity provision resulted in significant savings. 

As of September I, 1996, the voters abolished the otfice 
of the State Treasurer. The duties of this office were 
transferred to the Comptroller of Public Accounts - Treasury 
Operations. 
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APPENDIX C 
Texas State Bond Programs 

TEXAS AGRICULTURAL 
FINANCE AUTHORITY BONDS 

Statutory Authority: The Texas Agricultural Finance Author­
ity (the "Authority") was created in 1987 (Texas Agriculture 
Code, Chapter 58) and given the authority to issue revenue 
bonds. In 1989, a constitutional amendment authorizing the 
issuance of general obligation bonds under Article III, Sec­
tion 49-i, of the Texas Constitution was approved. In 1993, a 
constitutional amendment authorized the issuance of general 
obligation bonds under Article III, Section 49-f, of the Texas 
Constitution in an amount not to exceed $200 million. Legis­
lative approval is not required for each bond issue; however, 
the Authority is required to obtain the approval of the Bond 
Review Board and the Attorney General's Office prior to is­
suing bonds, and is required to register its bonds with the 
Comptroller of Public Accounts. 

Purpose: Proceeds from the sale or bonds are used to acquire 
or make loans to eligible agricultural businesses, to make or 
acquire loans from lenders, to insure loans, to guarantee loans, 
and to administer or participate in programs to provide finan­
cial assistance to eligible agricultural businesses, and to pro­
vide financial assistance to other rural economic development 
projects. 

Security: Revenue bonds are obligations of the Authority and 
are payable from revenues, income, and property of the Au­
thority and its programs. The Authority's revenue bonds are 
not an obligation of the state of Texas, and neither the state's 
full faith and credit nor its taxing power is pledged toward 
payment of the bonds. The Authority is also authorized to is­
sue general obligation debt, which is payable from revenues 
and income of the Authority. In the event that such income is 
insufficient to repay the debt, the first monies coming into the 
Comptroller of Public Accounts - Treasury Operations, not 
otherwise appropriated by the Constitution, are pledged to re­
pay the bonds. 

Dedicated/Project Revenue: Mortgages or other interests in 
financed property; repayments of financial assistance; invest­
ment earnings; any fees and charges; and appropriations, 
grants, subsidies, or contributions are pledged to the payment 
of principal and interest on the Authority's bonds. The pro­
gram is designed to be self-supporting; therefore, no draw on 
general revenue is anticipated. 
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Contact: 
Lee Deviney 
Assistant Commissioner, Finance & Agribusiness 
Development 
Texas Department of Agriculture 
(512) 463-8607 
leedevi ney @agr.state. tx. us 

" --\ 

COLLEGE STUDENT LOAN BONDS 

Statutory/Constitutional Authority: Article Ill, Sections 50b 
and 50b- l, 50b-2, 50b-3, 50b-4, and 50b-5, of the Texas Con­
stitution, adopted in 1965, 1969, 1989, 1991, 1995, and 1999, 
authorize the issuance of general obligation bonds by the Texas 
Higher Education Coordinating Board. In 1991, legislation 
was enacted giving the Coordinating Board authority to issue 
revenue bonds. The Board is required to obtain the approval 
of the Attorney General's Office and the Bond Review Board 
prior to issuance, and to register its bonds with the Comptrol­
ler of Public Accounts. 

Purpose: Proceeds from the sale of bonds are used to make 
loans to eligible students attending public or private colleges 
and universities in Texas. 

Security: The first monies coming into the Comptroller of 
Public Accounts - Treasury Operations, not otherwise dedi­
cated by the Constitution, are pledged to pay debt service on 
the general obligation bonds. Revenue bonds will be repaid 
solely from program revenues. Approximately 30 percent of 
the loans made arc guaranteed by the Texas Guaranteed Stu­
dent Loan Corporation, the U.S. Department of Education, 
and the U.S. Department of Health and Human Services. 

Dedicated/Project Revenue: Principal and interest payments 
on the loans are pledged to pay debt service on the bonds is­
sued by the Coordinating Board. No draw on general revenue 
is anticipated. 

Contact: 
Ken Vickers 
Assistant Commissioner for Administrative Services 
Texas Higher Education Coordinating Board 
(512) 427-6160 
v ickerskh @thee b. state. tx. us 
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COLLEGE AND UNIVERSITY 
REVENUE BONDS 

Statutory Authority: Section 55.13 of the Texas Education 
Code authorizes the governing boards of institutions of higher 
education to issue revenue bonds. Enacted originally in 1969 
by the 61 st Legislature, the statute (Article 2909c-3, 
Tex.Rev.Civ.Stat.Ann.) was designed to supplement or super­
sede numerous similar statutes that contained restrictions, 
which often made it difficult or impossible to issue bonds 
under prevailing market conditions. 

The 1991 Texas Legislature authorized the Texas Public 
Finance Authority (TPFA), effective January I, 1992, to issue 
bonds on behalf of all institutions of higher education that 
carry authority to issue bonds under Chapter 55, Texas Edu­
cation Code, with the exception of The University of Texas 
System, The Texas A&M University System, a component of 
those systems, and higher education institutions that carry 
authority to issue bonds under Article VII, Section 17, of the 
Texas Constitution. As a result of these exceptions, lhe only 
higher education institution for which the TPFA issued bonds 
was Texas State Technical College. In 1993, the voters ap­
proved an amendment to Article VII, Section 17, which added 
lhe Texas State Technical College System to the section. 

In 1997, the 75th Legislature passed House Bill 1077, 
adding Midwestern State University, Stephen F. Austin State 
University, and Texas Southern University to the TPFA's list 
of state entities on whose behalf the Authority will issue bonds. 

Legislative approval is not required for specific projects 
or for each bond issue, but certain capital projects must be 
approved by the Texas Higher Education Coordinating Board 
in accordance with Chapter 61, Texas Education Code. The 
governing boards are required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to issuing bonds, and are required to register their bonds with 
the Comptroller of Public Accounts. 

Purpose: Proceeds are used to acquire, purchase, construct, 
improve, enlarge, and/or equip any property, buildings, struc­
tures, activities, services, operations, or other facilities. 

Security: The revenue bonds issued by the institutions' gov­
erning boards are secured by the income of the institutions 
and are not an obligation of the state of Texas. Neither the 
state's full faith and credit nor its taxing power is pledged 
toward payment of the bonds. 

Dedicated/Project Revenue: Bonds are repaid with income 
from pledged revenues. Pledged revenues include the pledged 
tuition, and any or all of the revenues, funds and balances 
now or hereafter lawfully available to the governing boards 
and derived from or attributable to any member of the 
Revenue Financing System. 
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Contact: 
Individual colleges and universities. 

TEXAS DEPARTMENT OF ECONOMIC 
DEVELOPMENT BONDS 

Statutory Authorit)1
: As the successor agency to the Texas 

Department of Commerce, the Texas Department of Economic 
Development (the "Department") was created and given the 
authority to issue revenue bonds by Senate Bill 932, 75th 
Legislature, 1997. In 1989, a constitutional amendment 
authorizing the issuance of general obligation bonds was 
approved. Although legislative approval of bond issues is not 
required, the Department is required to obtain the approval of 
the Bond Review Board and the Attorney General's Office 
prior to issuance, and to register its bonds with the Comptrol­
ler of Public Accounts. 

Purpose: Proceeds from the sale of bonds are used to provide 
financial assistance to export businesses, to promote domes­
tic business development, and to provide loans to finance the 
commercialization of new and improved products and 
processes. 

Security: Revenue bonds are obligations of the Department 
and arc payable from funds of the Department. The 
Department's revenue bonds arc not an obligalion of the state 
of Texas and neither the state's full faith and credit nor its 
taxing power is pledged toward payment of the Department's 
bonds. The Department is also authorized to issue general 
obligation debt, which is payable from revenues, income, etc. 
House Bill I, 75th Legislature, Rider 6, specifically prohibits 
the use of general revenue for debt service on the Department's 
general obligation bonds; therefore, any general obligation bonds 
issued by the Department are required to be self-supporting. 

Dedicated/Project Revenue: Revenue of the Department, 
primarily from the repayment of loans and the disposition of 
debt instruments, is pledged lo the paymenl of principal and 
interest on bonds issued. 

Contact: 
Jim Anastoos 
Finance Programs Manager 
Texas Department of Economic Development 
(512) 936-0142 
j amesa @tded.state. tx. us 

TEXAS DEPARTMENT OF 
HOUSING & COMMUNITY AFFAIRS 

BONDS 

Statutory Authority: The Texas Department of Housing and 
Community Affairs (the "Department") was created pursuant 
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to the Act of June 16, 1991, Chapter 762, 1991 Tex.Sess.Law 
Serv. 2672 (Section 2 is now codified as Chapter 2306, Texas 
Government Code). The Department is the successor agency 
to the Texas Housing Agency and the Texas Department of 
Community Affairs, both of which were abolished by the Act 
and their functions and obligations were transferred to the 
Department. 

Pursuant to the Acl, the Department may issue bonds, 
notes, or other obligations to finance or refinance residential 
housing and to refund bonds previously issued by the Agency, 
the Department, or certain other quasi-governmental issuers. 
The Act specifically provides that the revenue bonds of the 
Agency become revenue bonds of the Department. Legisla­
tive approval of bond issues is not required; however, the 
Department is required to obtain the approval of the Bond 
Review Board and the Attorney General's Office prior to 
issuance, and to register its bonds with the Comptroller of 
Public Accounts. 

Purpose: Proceeds from the sale of bonds are used to provide 
assistance to individuals and families of low, very low, and 
moderate income and persons with special needs to obtain 
decent, safe, and sanitary housing. 

Security: Any bonds issued arc obligations of the Department 
and arc payable solely from the revenues and funds pledged 
for the payment thereof. The Department's bonds arc not an 
obligation of the state or Texas, and neither the state's full 
faith and credit nor its taxing power is pledged toward pay­
ment of the Department's bonds. 

Dedicated/Project Revenue: Revenue received by the De­
partment from the repayment of loans and investment of bond 
proceeds is pledged to the payment of principal and interest 
on bonds issued. 

Contacts: 
Byron Johnson 
Director of Bond Finance 
Texas Department of Housing and Community Affairs 
(512) 475-3856 
b johnson @tdhca.state. tx. us 

Robert Onion 
Director of Multifamily Finance 
Texas Department of Housing and Community Affairs 
(512) 475-3872 
ronion@tdhca.state.tx.us 

FARM AND RANCH LOAN BONDS 

Statutory/Constitutional Authority: Article Ill, Section 49-
f. or the Texas Constitution, adopted in 1985. authorizes the 
issuance or general obligation bonds by the Veterans Land 
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Board. The program was transferred from the Veterans Land 
Board to the Texas Agricultural Finance Authority with the 
passage of House Bill 1684 by the 73rd Legislature. In 1993, 
a constitutional amendment was authorized and approved that 
transfers the constitutional authority for the program from the 
Veterans Land Board to the Texas Agricultural Pinance Au­
thority and allows no more than $200 million of the authority 
to be used for the purposes defined in Article III, Section 49-
i of the Texas Constitution. In 1997, House Bill 2499, 75th 
Legislature increased the maximum loan amount available 
through the program to $250,000. In 200 I, Senate Bill 716, 
authorized the Authority to provide a guarantee to a local lender 
for an eligible applicant. 

Purpose: Proceeds from the sale or the general obligation 
bonds may be used to make loans of up lo $250,000 to eli­
gible Texans for the purchase of farms and ranches. 

Security: The bonds arc general obligations of the state of 
Texas. The first monies coming into the Comptroller of Pub­
I ic Accounts - Treasury Operations, not otherwise dedicated 
by the Constitution, are pledged to pay debt service on the 
bonds. 

Dedicated/Project Revenue: Principal and interest payments 
on the farm and ranch loans arc pledged to pay debt service on 
the bonds issued by the Texas Agricultural Pinance Authority. 
The program is designed to be self-supporting; therefore, no 
draw on general revenue is anticipated. 

Contact: 
Lee Deviney 
Assistant Commissioner, Finance & Agribusiness 
Development 
Texas Department or Agriculture 
(512) 463-8607 
lccdcv i ncy@ agr. state. tx. us 

HIGHER EDUCATION 
CONSTITUTIONAL BONDS 

Statutory Authority: Article VII, Section 17, of the Texas 
Constitution, adopted in 1985, authorizes the issuance of 
constitutional appropriation bonds by institutions of higher 
education not eligible to issue bonds payable from and 
secured by the income of the Permanent University Fund 
(PUF). Legislative approval of bond issues is not required; 
however, approval of the Bond Review Board and the Attor­
ney General is required, and the bonds must be registered with 
the Comptroller of Public Accounts. 

Purpose: Proceeds from the sale of bonds are used by 
qualified institutions for land acquisition, construction, major 
repairs, and permanent improvements to real estate. 
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Security: The first $175 million coming into the Comptroller 
of Public Accounts - Treasury Operations, not otherwise dedi­
cated by the Constitution, goes to qualified institutions of 
higher education to fund certain land acquisition, construc­
tion, and repair projects. Fifty (50) percent of this amount may 
be pledged to pay debt service on any bonds or notes issued. 
While not explicitly a general obligation or full faith and credit 
bond, the stated pledge has the same effect. 

Dedicated/Project Revenue: Debt service is payable solely 
from state General Revenue Fund appropriations to institu­
tions of higher education. 

Contact: 
Individual colleges and universities. 

TEXAS NATURAL RESOURCES 
CONSERVATION COMMISSION BONDS 

Statutory Authority: The Texas Low-Level Radioactive 
Waste Disposal Authority (the "Authority") was created in 
1981 (Texas Health and Safety Code, Chapter 402), and au­
thorized to issue revenue bonds in 1987 (Texas Health and 
Safety Code, Sec. 402.291) to finance certain costs related to 
the creation of a radioactive waste disposal site. The Author­
ity was required to obtain the approval of the Allorney 
General's Office and the Bond Review Board prior to issu­
ance, and to register its bonds with the Comptroller of Public 
Accounts. House Bill I 077, 75th Legislature, in 1997, autho­
rized the Texas Public Finance Authority to issue the bonds 
on behalf of the Texas Low-Level Radioactive Waste Disposal 
Authority. 

In 1999, the 76th Legislature abolished the Authority ef­
fective September 1, 1999, and transferred all of its duties, 
responsibilities, and resources to the Texas Natural Resources 
Conservation Commission ("the Commission"). 

Purpose: Proceeds from the sale of bonds may be used to 
reimburse the General Revenue Fund for the expenses incurred 
and paid by the Commission; to pay the expenses of selecting, 
licensing, and constructing a low-level radioactive waste dis­
posal site; to provide required reserve funds; and to pay capital­
ized interest and operating costs of the Commission that were 
not paid from the General Revenue Fund. The Commission may 
finance project costs from sources other than bond proceeds. 

Security: Bonds issued arc obligations or the Commission 
and arc payable from revenues and income collected by the 
Commission and its programs and credited to lhc low-Jc,·el 
waste fund. These bonds would not obligate the state, the TcAas 
Public Finance Authority. or a public entity to pay the princi­
pal or interest. 

Although the statutory authority remains. it is unlike!) 
that any such bonds will be issued. 
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Contact: 
Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512) 463-5544 
kedwards@tpfa.state.tx.us 

TEXAS MILITARY FACILITIES 
COMMISSION BONDS 

Statutor.Y Authority: The Texas Military Facilities Commis­
sion (the "Commission") was created by Senate Bill 352, 75th 
Legislature, 1997, as the successor agency to the National 
Guard Armory Board, which was created as a state agency in 
1935 by Title 4, Chapter 435 of the Texas Government Code, 
and authorized to issue long-term debt. Legislative approval 
of bond issues is not required; however, the Commission is 
required to obtain the approval of the Bond Review Board 
and the Attorney General's Office prior to issuance, and to 
register its bonds with the Comptroller of Public Accounts. 

Senate Bill 3, 72nd Legislature, 1991, authorized the Tex a<.; Puhl ic 
Finance Authority to issue bonds on behalf of the Texas Military 
Facilities Commission (Texas Government Code, Sec. 435.041 ). 

Purpose: Proceeds from the sale of bonds are used to acquire 
land, to construct, remodel, repair, or equip buildings for the 
Texas National Guard. 

Security: Any bonds issued are obligations of the Commis­
sion and are payable from "rents, issues, and profits" of the 
Commission. The Commission's bonds are not a general obli­
gation of the state of Texas and neither the state's full faith 
and credit nor its taxing power is pledged toward payment of 
Military Facilities Commission bonds. 

Dedicated/Project Revenue: The rent payments used to re­
tire Military Facilities Commission debt are paid primarily by 
the Adjutant General's Department with general revenue funds 
appropriated by the Legislature. Independent project revenue, 
in the form of income from properties owned by the Commis­
sion, also is used to pay a small portion or debt service. 

Contacts: 
Jerry D. Malcolm 
Executive Director 
Texas Military Facilities Commission 
(512) 406-6905 
jerry. malcolm@ mai 1.capnet. state. tx. us 

Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512)463-5544 
ked wards@ t pfa.state. tx. us 
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TEXAS PARKS AND WILDLIFE 
DEPARTMENT BONDS 

Statutory/Constitutional Authority: Article Ill, Section 49-
c, of the Texas Constitution, adopted in 1967, authorized the 
Texas Parks and Wildlife Department (the "Department") to 
issue general obligation bonds to acquire and develop state 
parks. Senate Bill 3, 72nd Legislature, 1991, authorized the 
Texas Public Finance Authority ("the Authority") to issue 
bonds on behalf of the Department. House Bill 3189, 75th 
Legislature, 1997, authorized the Authority to issue revenue 
bonds or other revenue obligations not to exceed $60 million 
in the aggregate on behalf of the Department, for construction 
and renovation projects for parks and wildlife facilities. 

Purpose: Proceeds from the sale of the general obligation 
bonds are used to purchase and develop state park lands. Pro­
ceeds from the sale of revenue bonds are used to finance the 
repair, renovation, improvement, and equipping of 1rnrks nncl 
wildlife facilities. 

Security: General obligation debt issued on behalf of the De­
partment is payable from revenues and income of the Depart­
ment. In the event that such income is insufficient to repay the 
debt, the first monies corning into the Comptroller of Public 
Accounts - Treasury Operations, not otherwise dedicated by 
the Constitution, arc pledged to pay debt service on the bonds. 

Revenue obligations issued on behalf of the Department 
arc to be repaid from rent payments made by the Department 
to the Authority. The Department may receive legislative ap­
propriations of general revenue for its required rent payments. 

Dedicated/Project Revenue: Entrance fees lo state parks arc 
pledged to pay debt service on the general obligation park 
development bonds. Additionally, the sporting goods sales tax 
revenue nrny also be used to pay debt service on general obli­
gation park development bonds. 

The Department's obligations to the Authority are repaid 
from the Department's lease revenue. These revenues arc ap­
propriated to the Department out of general revenue. 

Contacts: 
Melanie L. Callahan, CPA 
Financial Manager 
Texas Parks & Wildlife Department 
(512) 389-4616 
melan i e .cal I ahan @tpwd.state. tx. us 

Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512) 463-5544 
kedwards@tpfa.state.tx.us 
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PERMANENT UNIVERSITY FUND BONDS 

Statutory/Constitutional Authority: Article VII, Section 18, 
of the Texas Constitution, initially adopted in 1947, as amended 
in November 1984, authorizes the Boards of Regents of The 
University of Texas and Texas A&M University Systems to 
issue revenue bonc\s payable from and securec\ by the income 
of the Permanent University Fund (PUF). The constitutional 
amendment approved by voters on November 2, 1999, allows 
for distributions from the PUF to be basec\ on the "total re­
turn" on all PUF investment assets, including current income, 
as well as capital gains. Neither legislative approval nor Bond 
Review Board approval is required. The approval of the At­
torney General is required, however, and the bonds must be 
registered with the Comptroller of Public Accounts. 

Purpose: Proceeds are used for acquiring land either with or 
witholll permanent improvements, constructing and equipping 
buildings or other permanent improvements, major repair and 
rehabilitation of buildings and other permanent improvements, 
acquiring capital equipment and library books and library 
materials, and refunding PUP bonds or PUP notes. 

Security: Bonc\s are repaid from the total return on all invest­
ment assets or the Permanent University Pund, including the 
net income attributable to the surface of PUF Land, in amounts 
determined by the Board of Regents. 

Dedicated/Project Reyenue: Bonds are repaid from income 
of the Permanent University Fund. The total amount of PUF 
bonds outstanding is limited to 30 percent of the book vnlue 
of the Fund, exclusive of land. 

Contacts: 
Terry Hull 
Director of Finance 
The University of Texas System 
(512) 225-1695 
tlrnll@utsystem.edu 

Greg Anderson 
Associate Vice Clrnncellor and Treasurer 
Texas A&M University System 
(979) 458-6330 
anderson @sagoma i 1. tarnu. edu 

TEXAS PUBLIC FINANCE 
AUTHORITY BONDS 

Statutory/Constitutional Authority: The Texas Public 
Finance Authority (the "Authority'') is authorized to issue both 
revenue and general obligation bonds. 

The Authority \Vas initially created by the Legislature in 
1983, by Tex.Rev.Civ.Stat.Ann .. Article 601 d, now codified 
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as Chapter 1232, Texas Government Code, and given the 
authority to issue revenue bonds to finance state office build­
ings. The Legislature approves each project and the amount 
of bonds to be issued by the Authority. 

Article III, Scction 49h, of the Texas Constitution, adopted 
in 1987, authorized the Authority to issue general obligation 
bonds for correctional and mental health facilities; additional 
authorization was passed in 1989, 1991 and 1993. 

In 1989, the Authority was authorized to establish a 
Master Lease Purchase Program. This program was created to 
finance the purchase of equipment on behalf of various state 
agencies at tax-exempt interest rates. 

In 1991, the Authority was given the responsibility of is­
suing revenue bonds for the Texas Workers' Compensation 
Fund under Subchapter G, Chapter 5, of the Texas Insurance 
Code. 

The 73rd Legislature authorized the Authority, effective 
January I, 1992, to issue bonds on behalf of the Texas 
Military Facilities Commission, Texas National Research 
Laboratory Commission, Texas Parks and Wildlife Depart­
ment, and the Texas State Technical College. In 1993, the 
Authority was authorized to issue bonds or other obligations 
to finance alternative fuels equipment and infrastructure 
projects for state agencies, institutions of higher education, 
and political subdivisions. 

In 1995, the 74th Legislature authorized the Authority to 
issue building revenue bonds on behalf of the Texas Depart­
ment of Health for financing a Public Health Laboratory in 
Travis County, and general obligation bonds on behalf of the 
Texas Juvenile Probation Commission. 

The Authority was subject to Sunset Commission review 
during the 75th Legislature in 1997. The Legislature contin­
ued the Authority for twelve years and authorized the Author­
ity, effective September I, 1997, to issue bonds on behalf of 
the Texas Lmv-Level Radioactive Waste Disposal Authority 
(See: Texas Natural Resources Conservation Commission), 
Midwestern State University, Texas Southern University, and 
Stephen F Austin State University. Other legislation passed 
during the 75th Legislature authorized the Authority to issue 
revenue bonds on behalf of the Health and Human Services 
Commission and the Texas Parks and Wildlife Department. In 
the General Appropriations Act, the Legislature also autho­
rized the Authority to issue bonds to finance the Texas State 
History Museum on behalf of the State Preservation Board. 

The Authority is required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to bond issuance, and to register its bonds with the Comptrol­
ler of Public Accounts. 

Purpose: Proceeds from the sale of general obligation bonds 
for correctional and mental health facilities are used to finance 
the cost of constructing, acquiring, and/or renovating prison 
facilities, youth correction facilities, and mental health/men­
tal retardation facilities. Proceeds from the sale of building 
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revenue bonds are used to purchase, construct, renovate, and 
maintain state buildings. Proceeds from the sale of bonds for 
the Workers' Compensation Fund are used to fund the 
Workers' Compensation Insurance Fund. Proceeds from the 
issuance of commercial paper for the Master Lease Purchase 
Program are used to finance equipment for various state agen­
cies. For a description of the use of funds for bonds issued on 
behalf of the Texas Military Facilities Commission, the Texas 
National Research Laboratory Commission (Superconducting 
Super Collider Bonds), the Texas Parks and Wildlife Depart­
ment, and the Texas state colleges and universities that are 
clients of the Authority, see the applicable sections in this 
Appendix. 

Security: Building revenue bonds issued are obligations of 
the Authority and arc payable from "rents, issues, and profits" 
resulting from leasing projects to the state. These sources of 
revenue come primarily from legislative appropriations. The 
general obligation bonds issued for correctional and mental 
health facilities pledge the first monies not otherwise appro­
priated by the Constitution that come into the state treasury 
each fiscal year to pay debt service on the bonds. Bonds 
issued on behalf of the Workers' Compensation Insurance Fund 
are secured solely by pledged revenues of the Fund. Revenue 
bonds issued for the Master Lease Purchase Program are 
secured by lease payments from state agencies, which come 
from state appropriations. 

Dedicated/Project Rcycnuc: Debt service on the general ob­
ligation bonds for correctional and mental health facilities are 
payable solely from the state's General Revenue Fund. Debt 
service on the general obligation bonds for park facilities is 
paid first from department revenues, as described in the appli­
cable section of this appendix. Debt service on the revenue 
bonds is payable from lease payments, which are primarily 
general revenue funds appropriated to the respective agencies 
and institutions by the Legislature. The Legislature, however, 
has the option to appropriate lease payments to be used for 
debt service on the bonds from any other source of funds that 
is lawfully available. For example, debt service on the bonds 
issued on behalf of the Department of Health is appropriated 
from lab fees collected by the Department. Bonds issued on 
belrnlf of the Workers' Compensation Fund are payable solely 
from maintenance tax surcharges authorized in Article 5.76 of 
the Texas Insurance Code. With monies contributed by the 
Fund in 1995. in June 1998 and in June 1999, securities have 
been deposited into an escrow fund with the Texas Safekeep­
ing Trust Company in an amount sufficient to fully pay prin­
cipal and interest on the bonds until they mature. Consequently, 
no additional maintenance tax surcharges will need to be 
collected to service the debt on these bonds. College and uni­
versity revenue bonds issued are repaid from pledged revenue 
such as tuition and fees. The university bonds are self­
supporting. and the state's credit is not pledged. 



Contact: 
Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512) 463-5544 
ked wards@tpfa.state. tx. us 

PUBLIC SCHOOL FINANCE PROGRAM 

Statutory/Constitutional Authority: The 1989 Texas Legis­
lature adopted the Public School Facilities Funding Act in Sen­
ate Bill 95 I, 71 st Legislature, and amended the Act in Senate 
Bill 3, 71 st Legislature, Sixth Called Session, and House Bill 
1608, 73rd Legislature. The Act, codified as Chapter 1402, 
Texas Government Code, authorizes the Bond Review Board 
to make loans or purchase the bonds of qualifying public school 
districts. The Board is authorized to direct the Comptroller of 
Public Accounts- Treasury Operations to issue revenue bonds 
to finance the school district loans. 

Although the statutory authority remains, no bonds have 
been issued under this program. 

Purpose: The proceeds of bonds issued under this program 
are to be used to make loans to qualifying school districts for 
the acquisition, construction, renovation, or improvement of 
instructional facilities; for equipment and minor repair; for 
cash-management purposes; and for refunding of school 
district bonds. 

Security: The bonds arc special obligations of the program 
and are payable only from program revenues. The bonds arc 
not a general obligation of the state of Texas, and neither the 
state's full faith and credit nor its taxing power is pledged 
toward payment of the bonds. 

Dedicated/Project Revenue: Repayment of principal and 
interest on local school district loans is pledged to pay debt 
service on the state bonds. In the event of a loan delinquency, 
the program may draw on the state Foundation School Fund 
payment otherwise due the school district for bonds issued 
under Subchapter A, Chapter 271, Texas Local Government 
Code, and Chapter 20.49 of the Texas Education Code. Bonds 
issued with the guarantee of the Texas Permanent School Fund 
(PSF) may draw on the principal of the PSF in the event of a 
pending default. 

Contacts: 
Mike Doyle 
Director of Treasury Operations Administration 
Texas Comptroller of Public Accounts - Treasury Operations 
(512)305-9112 
mike.cloy le@cpa. state. tx. us 
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Jim Buie 
Executive Director 
Texas Bond Review Board 
(512) 463-1741 
buie@brb.state.tx.us 

TEXAS SMALL BUSINESS INDUSTRIAL 
DEVELOPMENT CORPORATION BONDS 

Statutory Authority: The Texas Small Business Industrial 
Development Corporation (TSBIDC) was created as a private 
non-profit corporation in 1983 (Title 83, Article 5190.6, 
Sections 4-37, Tex.Rev.Civ.Stat.Ann.) pursuanl to the Devel­
opment Corporation Act of 1979 and was authorized to issue 
revenue bonds. The authority ofTSBIDC to issue bonds was 
repealed by the Legislature, effective September I, 1987. 

Purpose: Proceeds from the sale of the TSBIDC bonds were 
used to provide financing to state and local governments and 
to businesses and nonprofit corporations for the purchase or 
land, facilities, and equipment for economic development. 

Security: The bonds are obligations of the Corporation. The 
Corporation's bonds are not an obligation of the state of Texas 
or any political subdivision of the state, and neither the state's 
full faith and credit nor its taxing power is pledged toward 
payment of Corporation bonds. 

Dcclicatecl/Project Revenue: Debt service on bonds issued 
by the TSI3IDC is payable from the repayment of loans made 
from bond proceeds and investment earnings on bond 
proceeds. 

Contact: 
Jim Anastoos 
Finance Programs Manager 
Texas Department of Economic Development 
(512) 936-0142 
j a mesa @tdcd. state. tx. us 

TEXAS STATE Al<'FORDABLE 
HOUSING CORPORATION 

Statutory Authority: Chapter 2306, Subchapter Y. of 
the Texas Government Code, authorizes the Texas State 
Affordable Housing Corporation (the "Corporation") to issue 
revenue bonds. 

In accordance with the Texas Government Code. as 
amended, the Corporation is authorized to issue statewide 
501(c)(3) tax-exempt multifamily mortgage revenue bonds 
under Section 2306.555, and qualified mortgage revenue bonds 
under the Teachers Home Loan Program as established under 
Section 2306.562. Currently, there are no limits on the issu­
ance of 50 I (c)(3) bonds for multifamily properties owned by 
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nonprofit organizations. The Teachers Home Loan Program 
is authorized to issued $25 million in revenue bonds. 

The Corporation is required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to issuance, and to register its bonds with the Comptroller of 
Public Accounts. 

Purpose: The Corporation's primary public purpose is to 
facilitate the provisions of housing and the making of afford­
able loans to individuals and families of low, very low, and 
extremely low income, and for teachers under the Teachers 
Home Loan Program as provided by Section 2306.562 of the 
Texas Government Code. The Corporation is required to 
perform such activities and services that will promote and 
facilitate the public health, safety, and welfare through the pro­
vision of adequate, safe and sanitary housing for individuals 
and families of low, very low, and extremely low income. 

Security: Any bonds issued are payable solely from the rev­
enues and funds pledged for the payment thereof. The 
Corporation's bonds are not an obligation of the state of Texas, 
and neither the state's full faith and credit nor its taxing power 
is pledged toward the payment of the Corporation's bonds. 

Dedicated/Project Revenue: Revenue received by the Cor­
poration from the repayment of loans and investment of bond 
proceeds is pledged to the payment of principal and interest 
on the bonds issued. 

Contacts: 
Daniel Owen 
Vice President, Multifamily Lending 
Texas State Affordable Housing Corporation 
(512) 377-3555, ext. 404 
dowen@tsahc.org 

David Long 
Vice President, Single Family Lending/ Bond Administration 
Texas State Affordable Housing Corporation 
(512) 377-3555, ext. 402 
dlong@tsahc.org 

TEXAS DEPARTMENT OF 
TRANSPORTATION BONDS 

Statutory Authority: The Texas Turnpike Authority ("the 
Authority") was created as a division of the Department of 
Transportation ("the Department") by the 75th Legislature in 
1997 by Senate Bill 370 (Texas Transportation Code, Chapter 
361 ). [Senate Bill 370 also established the North Texas Toll­
way Authority, consisting of Collin, Dallas, Denton, and 
Tarrant counties, as a successor agency to the previous Texas 
Turnpike Authority. The North Texas Tollway Authority docs 
not require Bond Review Board approval to issue bonds.] 
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The Authority is authorized to study, design, construct, 
operate or enlarge turnpike roads. The Department is also 
authorized to create a State Infrastructure Bank (SIB) to be 
funded by federal funds, state matching funds, and the 
proceeds of revenue bonds. The SIB will be used to fund trans­
portation infrastructure development projects such as inter­
changes, off-system bridges, collector roads, toll roads, utility 
adjustments, right-of-way acquisitions, and other eligible 
projects. 

The Department is authorized to issue revenue bonds pay­
able from the income and receipt of the revenues of the SIB 
including principal and interest on obligations acquired and 
held by the SIB. Legislative approval is not required for 
specific projects or for each bond issue. The Department is 
required to obtain the approval of the Bond Review Board 
and the Attorney General's Office prior to bond issuance and 
to register its bonds with the Comptroller of Public Accounts. 
The Authority is authorized to issue turnpike revenue bonds 
pursuant to Sec. 361.171 of the Texas Transportation Code, 
and turnpike revenue refunding bonds pursuant to Sec. 
361.175. 

Senate Bill 4, 77th Legislature, and the constitutional 
amendment that voters approved in November 2001, created 
the Texas Mobility Fund and authorized the Department to 
issued bonds backed by the Fund. 

Purpose: Proceeds from the sale of bonds to fund the SIB can 
be used to encourage public and private investment in trans­
portation facilities, to develop financing techniques to expand 
the availability of funding transportation projects, and to maxi­
mize private and local participation in financing projects. SIB 
assistance may include direct loans, credit enhancements, es­
tablishment of a capital reserve for bond financing, subsidized 
interest rates, ensuring the issuance of a letter of credit, fi­
nancing a purchase or lease agreement, providing security for 
bonds, or providing various methods of leveraging money 
approved by the United States Secretary of Transportation. 
Proceeds from the sale of turnpike revenue bonds by the 
Authority may be used to pay for all or part of the cost of a 
turnpike project, provided that they are only used to pay costs 
of the project for which they are issued. The Texas Mobility 
Fund will provide financing for the acquisition, construction, 
maintenance, reconstruction, and expansion of state highways. 

Security: Any bonds issued are obligations of the Department 
and are payable from income from the SIB and other project 
revenues. The Department's bonds are not an obligation of 
the state of Texas and neither the state's full faith and credit 
nor its taxing power is pledged toward payment of Texas 
Department of Transportation bonds. Likewise, bonds issued 
by the Authority are payable from project revenues and other 
identified revenue sources. Additionally, bonds issued by the 
Authority are not obligations of the state or a pledge of the 
full faith and credit of the state. 
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Dedicated/Project Revenue: Bonds are repaid from income 
from the SIB and other project revenues. Likewise, bonds is­
sued by the Authority arc payable from project revenues and 
other identified revenue sources. 

Contact: 
For SIB-related matters: 
James Bass 
Director - Finance Division 
Texas Department of Transportation 
(512) 463-8684 
jbass@dot.state.tx.us 

For turnpike-related matters: 
Phillip E. Russell, P.E. 
Director - Turnpike Authority Division 
Texas Department of Transportation 
(512) 936-0903 
prussel@dot.state.tx.us 

VETERANS LAND AND HOUSING 
ASSISTANCE BONDS 

Statut01')1/Constitutional Authority: Article III, Section 49-
b, of the Texas Constitution, initially adopted in 1946, autho­
rized the issuance of general obligation bonds to finance the 
Veterans Land Program. Article III, Section 49-b- l, or the 
Texas Constitution, adopted in 1983, authorized additional land 
bonds and created the Veterans' Housing Assistance Program. 
establishing the Veterans' Housing Assistance Fund within the 
program. Article III, Section 49-b-2, of the Texas Constitu­
tion, adopted in 1993, authorized additional land bonds and 
the issuance of general obligation bonds to finance the Veter­
ans Housing Assistance Program, Fund II. Chapter 164 or the 
Texas Natural Resources Code authorized the Veterans Land 
Board to issue revenue bonds for its programs, including the 
financing of veterans' homes. 

Purpose: Proceeds from the sale of the general obligation 
bonds arc loaned to eligible Texas veterans for the purchase 
of land, housing, and home improvements. Proceeds from the 
sale of revenue bonds arc used to make land loans to veterans. 
to make home mortgage loans to veterans, or to provide for 
one or more veterans skilled nursing-care homes. 

Security: The general obligation bonds are paid from the first 
monies coming into the Comptroller of Public Accounts - Trea­
sury Operations, not otherwise dedicated by the Constitution, 
to pay debt service on the bonds. The revenue bonds issued 
under Chapter 164 are special obligations or the board and are 
payable only from and secured by the revenue and assets 
pledged to secure payment of the bonds under the Texas 
Constitution and Chapter 164. The revenue bonds do not con­
stitute a pledge. gift, or loan of the full faith, credit or taxing 
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authority of the state. 

Dedicated/Project Revenue: Principal and interest payments 
on the loans to veterans arc pledged to pay debt service on the 
general obligation bonds. The revenue bonds are paid from all 
available revenue from the projects financed, which is pledged 
as security for the bonds. The programs are designed to be 
self-supporting and have never had to rely on the General 
Revenue Fund. 

Contact: 
Rusty Martin 
Director of Funds Management 
General Land Office 
(512) 463-5120 
rusty. martin @gl o. state. tx. us 

TEXAS WATER DEVELOPMENT BONDS 

Statutory Authority: The Texas Water Development Board 
(the "Board") is authorized to issue both revenue and general 
obligation bonds. 

Article lll, Sections 49-c, 49-d, 49-d-l, 49-d-2, 49-d-4, 
49-d-6, 49-d-7, 49-d-8, and 50-d of the Texas Constitution, 
initially adopted in 1957, contain the authorization for the 
issuance of general obligation bonds by the Board. 

The Texas Water Resources Fund, administered by the 
Board, was created by the 70th Legislature in 1987 (Texas 
Water Code, Sec. 17.853) to issue revenue bonds that facili­
tate the conservation or water resources. 

The 71 st Legislature in 1989 passed comprehensive leg­
islation that established the Economically Distressed Areas 
Program (EDAP). Article lll, Section 49-d-7(b), provides for 
subsidized loans and grants from the proceeds of bonds 
authorized by this section. 

Further legislative approval of specific bond issues is not 
required: however, the Board is required to obtain the approval 
of the Bond Review Board and the Attorney General's Office 
prior to issuance, and to register its bonds with the Comptrol­
ler or Public Accounts. 

Purpose: Proceeds from the sale ofrevenue bonds are used to 
provide funds to the State \Yater Pollution Control Revolving 
Fund, or any other state revolving funds, and to provide fi­
nancial assistance to local government jurisdictions through 
the acquisition or their obligations. Proceeds from the sale of 
the general obligation bonds are used to make loans (and grants 
under the Economically Distressed Areas Program) to politi­
cal subdivisions or Texas for the performance of various 
projects related to water conservation, transportation, storage, 
and treatment. 

Security: Any revenue bonds issued are obligations of the 
Board and arc payable solely from the income of the program, 
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including the repayment of loans to political subdivisions. The 
general obligation bonds pledge, in addition to program rev­
enues, the first monies coming into the Comptroller of Public 
Accounts - Treasury Operations not otherwise dedicated by 
the Constitution. 

Dedicated/Project Revenue: Principal and interest payments 
on the loans to political subdivisions for water projects arc 
pledged to pay debt service on the bonds issued by the Board. 
The Water Development Bond Programs, with the exception 
of the Economically Distressed Areas Program and the State 
Participation Program, are designed to be self-supporting. No 
draw on general revenue has been made since 1980, and no 
future draws are anticipated, except for the Economically 
Distressed Areas Program and the State Participation Program. 

Contact: 
J. Kevin Ward 
Development Fund Manager 
Texas Water Development Board 
(512) 463-8221 
kevi n. ward @twdb. state. tx. us 

TEXAS WATER RESOURCES 
FINANCE AUTHORITY BONDS 

Statutory Authority: The Texas Water Resources Finance Au­
thority (the "Authority") was created in 1987 (Texas Water 
Code, Chapter 20) and given the authority to issue revenue 
bonds. The Authority is required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to issuance, and to register its bonds with the Comptroller of 
Public Accounts. 
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Purpose: Proceeds from the sale of bonds are used to finance 
the acquisition of the bonds of local government jurisdictions, 
including local jurisdiction bonds that are owned by the Texas 
Water Development Board. 

Security: Any bonds issued arc obligations of the Authority 
and are payable from funds of the Authority. The Authority's 
bonds are not an obligation of the state of Texas, and neither 
the state's full faith and credit nor its taxing power is pledged 
toward payment of Authority bonds. 

Dedicated/Project Revenue: Revenue from the payment of 
principal and interest on local jurisdiction bonds acquired is 
pledged to the payment of principal and interest on bonds 
issued. 

Contact: 
J. Kevin Ward 
Development Fund Manager 
Texas Water Development Board 
(512) 463-8221 
kevi n. ward @twdb. state. tx. us 
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APPENDIX D 

Bond Review Board Rules 

TITLE 34. PUBLIC FINANCE 
Part IX. Texas Bond Review Board 
Chapter 181. Bond Review Board 
Subchapter A. Bond Review Rules 

Sec. 181.1 Definitions. 
The following words and terms, when used in this chap­

ter, shall have the following meanings, unless the context 
clearly indicates otherwise: 

(I) Board - The Bond Review Board, created under 
Chapter I 078, Acts of the 70th Legislature, Regular Session, 
1987 codified as Chapter 1231, Government Code. 

(2) State security -
(A) an obligation, including a bond, issued by: 

(i) a state agency; 
(ii) an entity expressly created by statute and having 

statewide jurisdiction; or 
(iii) any other entity issuing a bond or other obliga­

tion on behalf of the state or on behalf of any entity listed in 
clause (i) or (ii) of this subparagraph; or 

(B) an installment sale or lease-purchase obligation 
issued by or on behalf of an entity listed in clauses (i), (ii), or ( iii) 
or this subparagraph that has a stated term of longer than five 
years or has an initial principal amount oJ'grcater than $250,000. 

(C) References in these rules to a board member include 
the person designated to act on their behalf, except as noted in 
Sec. 181.4(b). 

Sec. 181.2. Notice Oflntention To Issue. 
(a) An issuer intending to issue state securities shall sub­

mit a written or electronic notice to the bond finance office no 
later than thr12e weeks prior to the date requested for board 
consideration. The director or the bond finance office shall 
forward one copy of the notice to each member of the board. 

Prospective issuers are encouraged to file the notice of 
intention as early in the issuance planning stage a:,, possible. 
The notice is for information purposes only, to facilitate thc 
scheduling of board review activities. 

(b) A notice of intention to issue under this section shall 
include: 

( 1) a brief description of the proposed issuance, in­
cluding, but not limited to, the purpose, the tentative amount. 
and a brief outline of the proposed terms; 

(2) the proposed timing or the issuance with a 
tentative elate of sale and a tentative date for closing; 

(3) a request to have the issue of state securities 
scheduled for consideration by thc board during a ~pecified 
monthly meeting; and 
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(4) an agreement to submit the required application 
described in Sec. 181.3 of this title (relating to application for 
board approval of state security issuance) no later than the 
first Tuesday or the month in which the applicant requests 
board consideration. 

( c) An issuer may reschedule the elate requested for board 
consideration or the state securities by submitting an amended 
notice of intention at any time prior to the application date in 
the same manner as provided in this section. 

(cl) The requested date for board consideration shall be 
granted whenever possible; however, if it becomes necessary 
in the board's discretion to change the date of the board meet­
ing for consideration or the proposed issuance of state securi­
ties, written notice of such change shall be sent to the issuer as 
soon as possible. Priority scheduling for consideration at board 
meetings shall be given to refunding issues and to those state 
securities which also requirc a submission to the Bond 
Review Board to obtain a private activity bond allocation. 

Sec. 181.3. Application For Board Approval Of State Bond 
Issuance. 

(a) An officer or entity may not issue state securities 
unless the issuance has been approved or exempted from re­
view by the Board. An ofliccr or entity that has not been granted 
an exemption from review by the board and that proposes to 
issue state bonds shall apply for board approval by filing one 
application with original signatures and nine copies with the 
Executive Director of the bond finance office. The Executive 
Director of the bond finance office shall forward one copy or 
the application lo each member of the board and one copy to 
the Office of the Attorney General. 

(b) Applications must be filed with the bond finance 
office no later than the first Tuesday of the month in which the 
applicant requests board consideration. Applications filed after 
that date will be considered at the regular meeting only with the 
approval of the Chair or two or more members of the board. 

( c) An application for approval of a lease-purchase agree­
ment must include: 

(I) a description of, and statement of need for, the 
racilitics or equipment being considered for lease purchase; 

(2) the statutory authorization for the lease-purchase 
proposal; 

(3) evidence of all necessary approvals from any 
state boards, state agencies, etc.; and 

(4) a detailed explanation of the terms of the lease­
purchase agreement, including, but not limited to, amount 
of purchase, trade-in allowances, interest charges, service 
contracts, etc. 
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( d) An application for all state securities other than lease­
purchase agreements must include: 

(I) evidence that all necessary approvals of the issu­
ance of the state securities or the project to be financed with 
the proceeds of the state securities have been obtained from 
the appropriate state boards or state agencies except (i) the 
approval of the state securities by the Attorney General; (ii) 
the approval of or review of the projects by the Texas Higher 
Education Coordinating Board to be financed with the pro­
ceeds of the state securities issued by the board of regents of 
an institution of higher education pursuant to a system wide 
revenue financing system; and (iii) environmental approvals 
and permits; 

(2) a substantially complete draft or summary of the 
proposed resolution, order, or ordinance providing for the is­
suance of state bonds; 

(3) where applicable, evidence of review of 
proposed issuance by local entities; 

(4) a brief description of the program under which 
the state securities are proposed to be issued, which may in­
clude a reference to a legislative enactment or to existing rules 
if the program is established in accordance with an existing 
statute or existing rules; 

(5) the applicant's plans for use of state security pro­
ceeds, including a description of, statement of the need for, 
and cost of each specific project for which security proceeds 
are proposed to be used; 

(6) the applicant's plnns for the administration and 
servicing of the state securities to be issued, including, when 
applicable, a disbursement schedule of state security proceeds, 
the proposed Jlow or funds, the sources and methods of re­
payment, and an estimated debt-service schedule; 

(7) a description of the applicant's investment 
provisions for state security proceeds, including any specific 
provisions for safety and security and a description of the 
duties and obligations of the trustee and paying agent/regis­
trar as applicable; 

(8) a timetable for financing that contains dates of 
all major steps in the issuance process, including all neces­
sary approvals; 

(9) if the applicant has authority to issue both gen­
eral obligation and revenue bonds and the proposed issuance 
is of one of these, a statement of the applicant's reasons for its 
choice of type of state securities: 

( I 0) a statement or the applicant's estimated costs 
of issuance, listed on an item by item basis. including, asap­
plicable, the estimated costs for: 
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(A} bond counsel 
(B) financial advisor 
(C) paying agent/registrar 
(D) rating agencies 
(E) official statement printing 
(F) bond printing 
(G) trustee 

(H) credit enhancement 
(I) Iiqoidity facility 
(J) miscellaneous issuance costs; 

( 11) an estimate, if state security sale is negotiated, 
of underwriter's spread, specified in the following components 
and accompanied by a list of underwriters' spreads from 
recent comparable bond issues: 

(A) management fee 
(B) underwriter's fees 
(C) selling concessions 
(D) underwriter's counsel 
(E) other costs; 

( 12) a list of the finns providing the services reported 
in subsections ( I 0) and (11) of this section and a statement of 
prior representation of the issuer by each firm; 

( 13) a justification of the decision of whether or not 
to apply for municipal bond insurance or other credit enhance­
ment, including a comparison of expected bond ratings and 
borrowing costs for the issue with and without the particular 
enhancement(s) considered; 

( 14) copy of preliminaiy omcial statement, if available; 
( 15) a statement of any potential liability or the gen­

eral revenue fund or any other state funds resulting from the 
issuance; 

( 16) a copy of any preliminary written review of the 
issuance that has been made by the attorney general; 

(17) a statement addressing the participation of 
women and minorities. The purpose of this section is to 
promote economic opportunity by affording equal access to 
the procurement of contracts for professional services for the 
financing of bonds by state issuers. Therefore, the following 
information about each participant (including, but not limited 
to, bond counsel, underwriters, undenvriter's counsel, and 
financial advisor) must be included: 

(A) the degree of ownership and control of each 
participant firm by minorities and women; 

(B) the number and percentage of professionally 
employed women and minorities in each participant's firm; and 

(C) a brief description of the effort made by each 
participant to encourage and develop participation or women 
and minorities. This description can include internal firm 
recruitment efforts, any offers tendered for apportioning re­
sponsibilities by subcontract or joint venture, and the equal 
opportunity goals and policies of each participant's firm. 

( I 8) the notification procedures used by or on 
behalf of the issuer to select the participants referenced in 
subsection ( 17) above. 

( 19) applications for the approval of proceedings 
authorizing the issuance of state securities in the form of com­
mercial paper notes shall contain the information required by 
subsections I through 18 of this Section I8 l .2(d) to the extent 
it is available or capable of being determined. 

(e) In addition to the information required by Subsec­
tions (c) or (d) of this section, an application under this 
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section may include any other relevant information the appli­
cant wants to submit to the board. 

(f) At any time before the date for consideration of an ap­
plication by the board, an applicant may withdraw the applica­
tion. Revisions to an application must be submitted in writing 
not less than seventy-two (72) hours prior to the board meeting. 

Sec. 181.4. Meetings. 
(a) The regular meeting of the board shall be held the 

Thursday following the third Tuesday of each month, with the 
exception of the months of January, July and September. No 
meetings will be held in those months unless called by the 
Chair. 

(b) The Chair may call additional meetings or the board 
and is responsible for filing notice or meetings as required by 
Chapter 551, Government Code, and giving timely notice of 
meetings to members of the board. On the petition or two or 
more members of the board, the governor shall call an addi­
tional meeting of the board or cancel a meeting. 

(c) A planning session will be held regarding applications 
pending before the board on or before the second Tuesday of 
each month, with the exception of the months of January, July, 
and September. Planning sessions regarding applications to 
be heard at additional meetings of the board will be held as far 
in advance of the additional board meeting as is practicable. 
At a planning session, board members, their designated repre­
sentatives, or their staff representatives may discuss pending 
applications. Applicants may be required to attend a planning 
session and may be asked to make a presentation and answer 
questions regarding their application. Applicants may be asked 
to submit written answers to questions regarding their 
application in lieu of, or in addition to, their attendance at a 
planning session. 

(cl) At a meeting or the board, the board may allow an 
applicant to make an oral presentation to the board. 

(e) At a meeting, the board may, by order, resolution, or 
other process adopted by the board, approve an issuance of 
state bonds as proposed in the application; may approve an 
issuance of state securities on conditions stated by the board; 
or may fail to act on a proposed issuance. If the board does not 
act on a proposed issuance during the meeting at which the 
application is scheduled to be considered, the application is 
no longer valid on the occurrence of the earlier of the expira­
tion of 45 days from the date of the meeting at which the 
application was scheduled to be considered or immediately 
following the board's next meeting, if the board fails to act on 
the proposed issuance at that meeting. If an application 
becomes invalid under this subsection, the applicant may file 
a new application for the proposed issuance. 

(f) The Executive Director or the bond finance office 
shall notify applicants in writing of any action taken regard­
ing their application. A letter of approval shall contain the terms 
and conditions of the issue as approved by the board. Issuers 
must inform the Executive Director of the bond finance office 
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of changes to the aspects of their application that are specified 
in the approval letter. Such changes may prompt reconsidera­
tion of the application by the Bond Review Board. A copy of 
the approval letter shall be forwarded to the Office or the 
Attorney General. 

(g) If applicable law requires the approval by the Attor­
ney General of an issuance or state securities that arc not ex­
empt from review by the board, Attorney General approval 
must be obtained after approval by the board. 

(h) If there is a dispute among members regarding the 
conduct of board meetings, standard parliamentary rules shall 
apply. 

Sec. 181.5. Submission Of Final Report. 
(a) Within 60 clays after the signing of a lease-purchase 

agreement or delivery or the state securities and receipt of the 
state security proceeds, the issuer or purchaser, as applicable, 
shall submit one original of a final report to the bond finance 
office and a single copy of the final report to the Texas Comp­
troller of Public Accounts. 

(h) A final report for lease purchases must include a 
detailed explanation of the terms of the lease-purchase 
agreement, including, but not limited to, amount or purchase, 
trade-in allowance, interest charges, service contracts, etc. 

(c) A final report for all state bonds other than lease­
purchase agreements must include: 

(I) all actual costs of issuance, including, as appli­
cable, the specific items listed in Secs. I 8 I .3(d)(8) and (9), as 
well as the underwriting spread foreompetitive financings and 
the private placement fee for private placements, all closing 
costs, and any other costs incurred during the issuance 
process; and 

(2) a complete bond transcript. including the pre­
liminary official statement and the final official statement, 
private placement memorandum, if applicable, or any other 
offering documents as well as all other executed documents 
pertaining to the issuance of the state bonds. The issuer also 
must submit a copy of the bid form or a listing of orders and 
allotments and a final debt-service schedule (if applicable). 

(d) Submission of this final report is for the purpose of 
compiling data and disseminating information to all interested 
parties. The cost of reproduction of any and all portions of the 
final documents shall be borne by each requesting party. 

( e) The bond finance office shall prepare and make avail­
able to the members of the bond review board a summary or 
each final report within 30 days after the final report has been 
submitted by the issuer. This summary shall compare the esti­
mated costs of issuance for the items listed in Sections 
l 8 l .3(d)(8) and (9) contained in the application for approval 
with the actual costs of issuance listed in Section 181.S(c)( I) 
submitted in the final report. This summary must also include 
other information that in the opinion of the bond finance of­
fice represents a material addition to or a substantial deviation 
from the application for approval. 

57 



Sec. 181.6. Official Statement. 
(a) The official statement or any other offering docu­

ments prepared in connection with issuance of securities ap­
proved by the board must conform, to the extent feasible, to 
the most recent Disclosure Guidelines for State and Local 
Government Securities published by the Government Finance 
Officers Association. The preliminary official statement or 
other offering documents may be submitted to and reviewed 
by the Executive Director of the bond finance office prior to 
mailing. Review of the preliminary official statement by the 
Executive Director of the bond finance office is not to be in­
terpreted as a certification as to the accuracy, timeliness, and 
completeness of the specific data in the document. These stan­
dards remain the responsibility of the provider(s) of the data. 

(b) The comptroller shall certify the accuracy and com­
pleteness of statewide economic and demographic data, as well 
as revenues, expenditures, current fund balances, and 
debt-service requirements of bonded indebtedness of the state 
contained in the preliminary official statement. This data shall 
be used unchanged in the final official statement unless changes 
are approved in writing by the comptroller. The comptroller 
may execute a waiver of any part of this subsection. 

Sec. 181.7. Designation Of Representation. 
A member of the board may designate another person to 

represent the member on the board by filing a designation to 
that effect with the Executive Director of the bond finance 
office. A designation of representation filed under this section 
is effective until revoked by a subsequent filing by the mem­
ber with the bond finance office. During the time a designa­
tion or representation is in effect, the person designated has 
all powers and duties as a member or the board, except the 
authority to make a designation under this section. 

Sec. 181.8. Assistance Of Agencies. 
A member of the board may request the Legislative Bud­

get Board, the Office of the Attorney General, or any other 
state agency to assist the member in performing duties as a 
member of the board. 

Sec. 181.9. Exemptions. 
The board may exempt certain bonds from review and 

approval by the board. The board may from time to time pub­
lish in the Texas Register a list of state bonds that arc exempt. 

Sec. 181.10. Annual Issuer Report. 
All state security issuers whose bonds arc subject to re­

view by the board must file a report with the bond finance 
office no later than September 15 of each year, to include: 

( 1) the investment status of all unspent state security pro­
ceeds (i.e., the amount of proceeds, name of institution. type of 
investment program or instrument, maturity, and interest rate): 

(2) an explanation of any change during the fiscal year 
previous to the deadline for this report, in the debt-retirement 
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schedule for any outstanding state security issue (e.g. exer­
cise of redemption provision, conversion from short-term to 
long-term securities, etc.); 

(3) a description of any state security issues expected 
during the fiscal year, including type of issue, estimated 
amount, and expected month of sale; and 

(4) a list of all state security issues outstanding and cor­
responding debt service schedules for all bonds outstanding 
in a digital and hard copy format. 

Sec. 181.11. Filing Of Requests For Proposal. 
The Bond Review Board wishes to encourage use of the 

request for proposal process to maximize participation in the 
state security issuance process. Any state security issuer whose 
securities are subject to review by the board is requested, for 
information purposes only, to submit to the Executive 
Director at the time of distribution one copy of any request 
for proposal for consultants prepared in connection with the 
planned issuance of state securities. The bond finance office, 
upon request, will make the request for proposals available to 
consultants, other state security issuers and the general public. 

Sec. 181.12. Charges For Public Records. 
The charge to any person requesting copies of any public 

records of the Texas Bond Review Board will be the charge 
established by the General Services Commission; however, 
the Texas Bond Review Board will charge the following 
amounts necessary to recoup the costs of items as follows: 

(I) computer resources charges (mainframe and 
programming time), as determined by the Department of 
Information Resources. 

(2) copies of public records shall be furnished without 
charge or at a reduced charge if the Executive Director deter­
mines that waiver or reduction of the fee is in the public interest 
because furnishing the information can be considered as 
primarily benefiting the general public. 

(3) any additional reasonable cost will be added at 
actual cost, with full disclosure to the requesting parly as soon 
as it is known. 

(4) a reasonable deposit may be required for requests 
where the total charges are over $200. 

(5) all requests will be treated equally. The Executive 
Director may exercise discretion in waiving charges. 

(6) if records are requested to be inspected instead of 
receiving copies, access will be by appointment only during 
regular business hours or the agency and will be at the discre­
tion of the Executive Director. 

(7) confidential documents will not be made available 

for examination or copying except under court order or other 
directive. 

(8) all open records requests will be referred to the 
Executive Director or dcsignee before the agency staff will 
release the infonnation. 
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APPENDIX E 
Glossary 

Additional Bonds Test 
The conditions under which an issuer is permitted, 

pursuant to the terms of the resolution or indenture, to issue 
additional bonds on parity with an outstanding obligation. For 
example, an issuer may be permillcd to issue additional bonds 
when pledged revenues arc sufficient to cover existing and 
projected debt service by some specific multiple (e.g. I .25x). 

Arbitrage 
In the municipal market, arbitrage refers to the difference 

between the tax-exempt interest rate paid by the borrower and 
the interest rate at which the proceeds of the issue are invested. 
The Internal Revenue Code contains specific regulations 
concerning the amount that can be earned from the investment 
of tax-exempt proceeds. 

Bank-Qualified Obligation 
Obligations issued by governments that do not expect to 

sell in excess of SIO million of "qualified tax-exempt 
obligations" in a calendar year. The issuer must designate its 
securities as "qualified tax-exempt obligations" at the time of 
issuance, and the securities may not be private-activity bonds. 
The designation of bonds as qualified tax-exempt obligations 
is an exception to the general rule of Section 265(b)( I) for 
bank purchasers. 

Basis Point 
An expression of interest rate equal to one-hundredth of 

a percent (0.0 I o/r ). 

Bearer Bonds 
Bonds that do not identify the owner. Possession is 

considered to be ownership. Current federal law requires that 
all debt obligations with a maturity greater than one year be 
issued in registered form; these arc known as registered bonds. 

Bond Bank 
A financing structure used to pool a number of distinct 

borrowings to take advantage of reduced issuance costs and a 
common reserve. In many cases, bond banks are administered 
by large jurisdictions (often states) and the issuer covenants 
to create and/or make up a deficiency in a reserve fund available 
to program participants. 

Bond Indenture 
A legal document that spells out the specific terms and 

conditions under which bonds may be issued. The indenture 
is used when a trustee is involved in a financing and forms the 
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basis of the trustee's responsibilities to bondholders (also called 
the "trust indenture"). 

Bond Purchase Agreement 
The agreement signed by the issuer and the underwriter(s) 

setting forth the price to be paid for the bonds and the interest 
rates that the bonds are to bear. The bond purchase agreement 
also details any options or certifications to be delivered on the 
elate of closing (delivery). 

Bond Resolution or Bond Ordinance 
The act of the governing body that authorizes the issuance 

of bonds (sometimes called an "Authorizing Resolution or 
Ordinance"). State statutes generally govern the procedures 
that need to be followed by the governing body to permit 
issuance of debt. Of the two terms, the bond ordinance is the 
more formal legislative action. 

Bond-Year Dollars 
Bond-year dollars are calculated by adding the results of 

the amount of bonds outstanding times the number of years 
they arc outstanding. (Sec "Net Interest Cost.") 

Call or Call Provision 
The conditions under which a debt obligation may be 

redeemed prior to its stated maturity. Such provisions specify 
the date on which an obligation may be redeemed and the price 
investors will receive if their bonds are redeemed. Such 
provisions typically take one of the following forms: 
mandatory redemption provisions, optional redemption 
provisions, or extraordinary redemption provisions. 

Call Premium 
The price an issuer will pay to investors to redeem its 

obligations prior to their stated maturity date. The call premium 
is expressed as a percent of the par value. 

Capital Budget 
A spending plan for capital outlays for the current or 

upcoming budget ycar(s). The capital budget is usually the 
first year of a multiyear capital improvement plan or capital 
expenditures plan. 

Certificate of Participation 
A security that represents a share or an issuer's lease 

payment. When a municipality finances a public facility 
through a lease-purchase transaction, the interest in that 
government's lease payment often is assigned to a third party 
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that issues certificates or participation. The certificate 
represents a share of the lease payment to be received by the 
investor. 

Closing Date 
The date on which the issuer legally issues its debt or 

other obligation. On that date, the purchaser provides the funds 
to the issuer and the issuer delivers the securities to the 
purchaser. At closing, bond counsel will provide the approving 
legal opinion. 

Commercial Paper 
A form of financing consisting of short-term unsecured 

promissory notes usually backed by a line of credit with a bank. 

Conduit Financing 
The sale of bonds or notes for the benefit of a third party, 

usually a corporation. 

Coupon Interest Rate 
The rate of interest paid on a specific bond. The coupon 

interest rate appears on the face of the bond or, in the case of 
book-entry-only bonds, on the bond record maintained by the 
securities depository. 

Coverage Covenant 
A pledge by the issuer, in the trust indenture or bond 

resolution, to maintain a specified level of coverage of debt­
service requirements from pledged revenues. 

Credit Enhancement 
A guarantee by a third party in a debt financing that 

strengthens the credit quality behind the obligation. 

Dated Date 
The date on which a debt obligation begins to accrue 

interest. For example, if a bond issue was dated July I and 
was delivered to the purchaser (closed) on July 14, the 
purchaser would need to pay the issuer accrued interest from 
the dated date (July I) up to but not including the delivery 
date (July 14). (See "Delivery Date.") 

Defeasance 
The provision for payment of an outstanding obligation with 

cash or securities that are placed in escrow until the due date. 

Delivery Date 
The date on which debt obligations are delivered to the 

purchaser. This is also known as the closing date. 

Denomination 
The face value, or par amount, of a bond that is clue at 

maturity. Most municipal bonds are issued in denominations 
of $5,000 or integral multiples thereof. 
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Derivative Products 
A term used to describe a wide range of financial products 

derived from more conventional securities or debt-service cash 
flows. Often contractual arrangements, derivative products 
include interest rate swaps, inverse floaters, and other hybrid 
securities. 

Double-Barrel Bonds 
A bond that has two pledged sources of security. Most 

often, a double-barrel bond is a general obligation that is 
initially secured by some specified revenue stream. 

SOl(c) (3) Bond 
Section 50 I c (3) of the Internal Revenue Code refers to 

organizations that are traditional charitable organizations, 
including but not limited to those organized for religious, 
scientific, literary, or educational purposes. 

General Obligation Bonds 
Bonds that arc secured by the issuer's full-faith and credit 

pledge. Most GO bonds are backed by the issuer's ability to 
level an ad valorem tax in an amount sufficient to meet debt­
service requirements. Some GO bonds, known as limited-tax 
GO bonds, are backed by the pledge of a defined portion of 
the issuer's general taxing power. 

Issuer Structure 
The repayment schedule for a bond or other obligation 

that is set out in the legal documenls at the time of issue. 

Lease-Purchase Agreement 
An agreement entered inlo by two parties in which one 

provides a facility or equipment in exchange for a pledge from 
the other to make regular lease payments. Upon completion 
of lhe lease term, the lessee assumes ownership of the item. 
Most lease-purchase agreements provide that the lessee will 
continue to make lease payments only as long as its governing 
body appropriates funds for that purpose. 

Legal Opinion 
An opinion concerning the legality of a municipal bond 

issue. Such opinions usually address the legal authority of the 
issuer to sell bonds, the issuer's compliance with all procedural 
requirements prior to issuance, and the tax status of the bonds 
as an investment. To ensure the marketability of their offerings, 
governments usually retain the services of firms which 
specialize in municipal bond issues. (See "Nationally 
Recognized Bond Counsel.") 

Level Debt Service Maturity Schedule 
A debt repayment structure that is characterized by lower 

principal maturity amounts in the early years that gradually 
increase. When these principal repayment requirements are 
combined with interest payments, the result is a level debt-
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service payment (similar to a home mortgage). 

Level Principal Maturity Schedule 
A debt repayment structure that provides for equal 

principal payments in each year. When combined with interest 
requirements, this structure results in J debt-service schedule 
that is higher in the early years. 

Master Lease Purchase Program 
Administered by the Texas Public Finance Authority 

(TPFA), this commercial paper program enables state agencies 
to finance equipment acquisitions and other revenue bond 
projects that may be authorized by the Legislature through the 
TPFA. The program is available to finance purchases in excess 
of $10,000 and projects with a useful life of at least three yer1rs. 

l\llaturity Amount 
The amount of an issue's principal, or par value, that is 

scheduled to be redeemed on a given date. 

lVIaturity Date 
The elate on which a given security is scheduled for 

redemption. 

Municipal Securities Rulemaking Board (MSRB) 
Created in 1975 as a product of amendments to the 

Securities Exchange Act of 1934, the MSRB is an independent, 
self-regulatory organization. The 15-member MSRB is 
charged with providing regulatory oversigllt of dealers, dealer 
banks, and brokers in the municipal securities industry. 

Nationally Recognized Bond Counsel 
Firms that have experience providing legal opinions 

related to the issuance of municipal bonds. The market 
generally considers firms listed in The Bond !Jlfyer's M1111ici1wl 
Marketplace to be nationally recognized. 

Net Interest Cost (NIC) 
A method to calculate the overnll interest cost or 

borrowing. The NIC is calculated by dividing total interest 
payments over the life of the issue by the total bond year 
dollars. Total bond year dollars is the sum of the products or 
the amount of bonds outstanding and the number of years they 
are outstanding. If the issue is sold at a discount, the amount 
of the discount is added to the total interest payments. Ir the 
issue is sold at a premium, the amount of the premium 1s 
subtracted from the totr1I interest payments. 

Official Statement 
A disclosure document prepared in connection \Vith a 

specific offering that pro\'icles clctai led information concerning 
security provisions, maturity dates and amounts, optional 
redemption provisions, ratings, coupon rates and reoffering 
yields, and other relevant credit data. The official statement 
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is prepared and circulated after the sale has been completed. 
(See "Preliminary Official Statement.") 

Par Value 
The face or maturity value of a security. 

Parity Bonds 
Separate bond issues that have the same lien against 

pledged revenues. 

Pay-as-you-go-basis 
The financial policy of a municipality that finances all 

capital outlays from current revenues rather than borrowing. 

Preliminary Official Statement 
A disclosure document prepared in connection with a 

specific offering that provides detailed information concerning 
security provisions, maturity dates and amounts, optional 
redemption provisions, and other relevant credit data. The 
preliminary official statement is prepared and circulated as a 
marketing tool prior to the sale of the securities. (Sec ''Official 
Statement.") 

Present Value 
The sum of future payments clue discounted back to the 

present date at an assumed rate of interest. 

Primary Market 
A term used to describe the underwriting, sale, or 

placement of securities at the time of original pricing. 

Revenue Bonds 
Bonds payable from an identified source of revenue that 

is typically derived from operation of the financed project, 
but may be derived from grants, excise or other specified non­
ad valorem taxes. Revenue bonds do not permit the 
bondholders to compel taxation or legislative appropriation 
of funds not pledged for payment or debt service, and generally, 
do not require voter approval prior to issuance. 

Revolving Loan Fund 
A centrally administered (usually by a state) fund that 

makes loans to subordinate units of government to address 
specific funding objectives. Loan repayments are recycled into 
additional loans. Original capitalization often comes from a 
combination of federal grants and state monies. Examples 
arc the wastewater treatment revolving loan funds created 
pursuant to the Water Quality Act of 1987. 

Ruic 1Sc2-12 
A rule promulgated by the Securities and Exchange 

Commission that requires underwriters of municipal 
obligations to obtain and review certain disclosure materials 
prior to making a commitment to purchase securities. 
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Secondary lVlarket 
A term used to describe the sale or trading of securities at 

market prices - not at the time of original offer. 

Source of Funds 
Identifies what money will be used to finance the project. 

Examples of sources of funds include the state's general 
revenue fund, federal funds, and bond proceeds. 

Takedown 
A component of the underwriting spread, takedown is a 

fee expressed either as dollars per thousand dollars of par value 
or as the sales commission component of the underwriting 

spread. 

Taxable Equivalent Yield 
The yield an investor in a certain tax bracket would need 

to obtain on a taxable investment to equal the yield on a tax­
exempt security. The equation is: (tax-exempt yield/1-
investor's tax bracket)::::taxable equivalent yield. 

True Interest Cost (TIC) 
A method of calculating the overall cost of a financing 

that takes into account the time value of money. The TIC is 
the rate of interest that will discount all future payments so 
that the sum of their present value equals the issue proceeds. 

Type of Financing 
Identifies how a capital project will be financed. Examples 

of types of financing include legislative appropriations, general 
obligation bonds, revenue bonds, and lease-purchase 
agreements. 
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Underwriter 
In the municipal market, the term is used broadly to refer 

to the firm that purchases a securities offering from a 
governmental issuer. In some cases, the underwriter might be 
a syndicate of firms that have joined together to submit a bid 

for the issue. 

Underwriting Spread 
The compensation paid to the underwriter for the purchase 

of the governmental obligation. The underwriting spread is 
expressed as either dollars per thousand dollars of par value 
(e.g., $6.50) or as a percent of par value (0.65%). Underwriting 
spread consists of four components: takedown, management 
fee, underwriting fee (or "risk"), and expenses. 

Variable Rate 
An interest rate on a security that is periodically reset, 

usually according to an index or preset measure. Also typically 
known as a "floater." 

Yield to Maturity 
Total return on a bond, taking into consideration its 

coupon, length of maturity, and dollar price. 




