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1.1. IntroductionIntroduction
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BRB vs. TPFABRB vs. TPFA
Bond Review Board – Oversight Agency
o Approves all state debt issues greater than $250,000 or a 

term longer than 5 years 
o Collects, analyzes and reports information on debt issued by 

state and local entities – on our website 
o Administers the state's Private Activity Bond Allocation 

Program 
Texas Public Finance Authority – Issuing Agency
o Issues bonds and other forms of debt as authorized by the 

Legislature.
o Currently - 18 state agencies and 3 universities
o Administers the Master Lease Program
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Texas Bond IssuersTexas Bond Issuers
1. Texas Public Finance Authority (Universities: MSU, SFA & TSU)
2. Texas Department of Transportation
3. Texas Water Development Board
4. Texas Veteran’s Land Board (General Land Office)
5. Texas Department of Housing & Community Affairs
6. Texas State Affordable Housing Corp
7. Texas Higher Education Coordinating Board
8. The University of Texas System
9. The Texas A&M University System
10. Texas State Technical College System
11. Texas State University System
12. The Texas Tech University System
13. Texas Woman’s University
14. University of Houston System
15. The University of North Texas
16. Texas Agriculture Finance Authority (Dept. of Agriculture)
17. Office of Economic Development & Tourism
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TPFA Client AgenciesTPFA Client Agencies
1. Texas Building and Procurement Commission
2. Texas Department of Criminal Justice
3. Texas Youth Commission
4. Texas Department of Mental Health and Mental Retardation (DADS, DSHS)
5. Texas National Research Laboratory Commission (Superconducting Super Collider) 
6. Texas Parks and Wildlife Department
7. Texas Department of Health
8. State Preservation Board
9. Texas Historical Commission
10. Texas School for the Blind and Visually Impaired
11. Texas School for the Deaf
12. Texas Department of Public Safety
13. Texas Military Facilities Commission
14. Adjutant General
15. Department of Agriculture
16. Texas Workforce Commission
17. Texas Military Preparedness Commission
18. Office of the Governor/Texas Dept. of Transportation – Colonias Roadways
19. Texas Southern University
20. Midwestern State University
21. Stephen F. Austin State University
22. TPFA Charter School Finance Corporation
23. Texas State Technical College System
24. Texas Juvenile Probation Commission
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What is a Bond?What is a Bond?

A contract between a borrower and a 
lender, specifying:

o When the loan is due (“term” or “maturity”) 
Example: 20 years

o What interest rate the borrower will pay 
Example:5%

o When the payments will be made 
Example: Monthly, Semi-annually, annually

o What revenue source will be pledged to make the 
payments
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Types of Debt InstrumentsTypes of Debt Instruments

o Bonds: Long term (5+ years), fixed interest rate

o Notes: Short Term (0-5 years)

o Commercial Paper (less than 1 year, usually 270 
days), variable interest rate
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Commercial PaperCommercial Paper
o Can be secured by the state’s general obligation 

pledge or by a specified revenue source.  

o Maturity ranges from 1 to 270 days.

o As the paper matures, it can be paid off or reissued 
(“rolled over”) at a new interest rate

o Variable interest rate – usually much lower than long 
term interest rate
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Yield CurveYield Curve
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Fixed rates vs. Variable Rates Fixed rates vs. Variable Rates 
Revenue Bond Index vs. BMA IndexRevenue Bond Index vs. BMA Index
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Municipal BondsMunicipal Bonds

o “Tax-Exempt”  - Interest earnings are exempt 
from federal income taxes

o Lower Interest Rate – Investors will accept a 
lower interest rate than taxable bonds, such as 
corporate bonds, U.S. Treasury Bonds, because 
they don’t pay taxes on the interest

o $1.00 (interest) - $.25 (taxes) = $0.75 (tax-exempt)
o Federal tax law limits issuance, investment and 

use of proceeds of tax-exempt bonds
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Swaps & DerivativesSwaps & Derivatives
o Derivative:  A financial instrument whose characteristics and 

value depend upon the characteristics and value of an
underlying index, typically a commodity, bond, equity or 
currency. Examples of derivatives include interest rate 
swaps,futures and options.

o Swap:  A contract to exchange a stream of payments over time 
according to specified terms. The most common type is an 
interest rate swap, in which one party agrees to pay a fixed
interest rate in return for receiving a adjustable rate from another 
party. 

o Risk vs. Reward: Higher risk, greater return



3. Types of Debt used by the 3. Types of Debt used by the 
State of TexasState of Texas
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General Obligation (GO) BondsGeneral Obligation (GO) Bonds
o Constitutional Pledge: Legally secured by a constitutional 

pledge of the first monies coming into the State Treasury that 
are not constitutionally dedicated for another purpose.

o Voter Approval: Must initially be approved by a 2/3 vote of both 
houses of the legislature and by a majority of the voters; after
this approval they may be issued in installments as determined 
by the issuing agency or institution.

o General Government functions: prisons, MHMR facilities, parks
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Revenue BondsRevenue Bonds

o Legally secured by a specific revenue source.
o Do not require voter approval.
o Enterprise Activities: utilities, airports, toll 

roads
o Lease Revenue or Annual Appropriation 

Bonds
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TPFA Lease Revenue BondsTPFA Lease Revenue Bonds

o TPFA issues bonds
o TPFA acquires a facility (takes title)
o TPFA leases the facility to another state 

agency
o Legislature appropriates lease payments to 

the other state agency each biennium (no 
legal obligation to do so)

o State agency makes lease payments to TPFA
o TPFA uses lease payments to pay debt 

service on the bonds.
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Lease PurchasesLease Purchases
o Lease purchases are the purchase of an asset over time 

through lease payments that include principal and interest.

o Lease purchases are typically financed through a private 
vendor, or through one of the state’s pool programs, such as 
TPFA’s Master Lease Purchase Program.

o Examples:  State prisons and office buildings have been 
financed using lease-purchasing from nonprofit corporations; 
equipment, vehicles, software financed through the TPFA’s 
Master Lease Program
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Master Lease Purchase ProgramMaster Lease Purchase Program
o The Master Lease Purchase Program ("MLPP") is a lease 

revenue financing program established in 1992, primarily to 
finance capital equipment acquisitions by state agencies, 
authorized by Texas Civil Statutes, Article 601d, §9A (now, 
Texas Gov’t. Code, §1232.103.) 

o MLPP also may be used to finance other types of projects that 
have been specifically authorized by the Legislature and 
approved by the TPFA Board. The financing vehicle for the 
MLPP program is a tax-exempt revenue commercial paper 
program. 



20

Tax and Revenue Anticipation Tax and Revenue Anticipation 
Notes (TRANs)Notes (TRANs)
o TRANs are issued by the Comptroller of Public Accounts, Treasury

Operations to address cash flow shortages caused by the mismatch in 
the timing of revenues and expenditures in the general revenue fund.

o They must be repaid by the end of the biennium in which they are used, 
but are usually repaid by the end of each fiscal year.

o TRANs are repaid with tax receipts and other revenues of the General 
Revenue fund.

o TRANs must be approved by the Cash Management Committee, which 
is composed of the Governor, the Lieutenant Governor, and the 
Comptroller of Public Accounts, as voting members, and the Speaker of 
the House (as a non-voting member)
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Debt Issued by UniversitiesDebt Issued by Universities
o Revenue Bonds: Under Chapter 55 of the Education Code, universities may 

issue revenue bonds or notes to finance permanent improvements for their 
institution(s).  The universities may establish, and most have established, 
system-wide revenue financing programs which pledge all system-wide revenue, 
except legislative appropriations, to the repayment of the revenue bonds and 
notes (“Revenue Financing System”)

o Tuition Revenue Bonds: The Legislature may also authorize “tuition revenue 
bonds”, usually for specific purposes or projects, and appropriate general 
revenue to offset the institution’s debt service; legislative appropriations made 
directly for debt service would be unconstitutional.

o PUF/HEAF: The University of Texas and Texas A&M Systems may issue 
obligations backed by income of the Permanent University Fund (PUF), in 
accordance with Texas Constitution, Art. VII, §18.  Texas’ other institutions may 
issue Higher Education Assistance Fund (HEAF) bonds, in accordance with 
Texas Constitution, Art. VII, §17.
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Tuition Revenue BondsTuition Revenue Bonds
o In addition to the general authority of Chapter 55 of the Education 

Code, the Legislature periodically authorizes tuition revenue bonds for 
specific institutions, for specific projects or purposes.   

o "Tuition revenue bonds" are revenue bonds issued by the institution, 
equally secured by and payable from the same pledge for the 
institution's other revenue bonds. However, historically the Legislature 
has appropriated general revenue to the institution to off-set all or a 
portion of the debt service on the bonds. 

o Tuition revenue bond issues must be approved by the Bond Review 
Board,  and the projects may have to be approved or reviewed by the 
Higher Education Coordinating Board.
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Refunding BondsRefunding Bonds

o Refinance - Issue new bonds to pay off old bonds
o Lower interest rate - BRB recommends 3%
o Change Bond Covenants
o Change Repayment Schedule (“Restructure”)
o One-Time - Federal tax law prohibits tax-exempt 

bonds issued after 1986 from being advance 
refunded more than one time.
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Advance RefundingAdvance Refunding
o Advance refunding: If the call date (pre-payment date) on the old bonds is 

in the future, the proceeds of the refunding issue are used to purchase 
government securities. These securities are deposited in an escrow 
account.  An escrow agreement is signed and the bank ensures that the 
securities on deposit, along with their earnings, are used to pay the 
interest and principal on the outstanding issue. Technically, there are two 
outstanding issues: the refunded bonds, which are no longer a legal 
obligation of the issuer, and the refunding bonds.

o The Bond Review Board’s Debt Management Guidelines recommend state 
debt issuers to continually monitor their debt portfolio for opportunities to 
refinance or refund outstanding debt, as market conditions, tax law and 
debt covenants allow. Refundings should achieve a minimum present 
value savings equal to 3% of the par amount of the refunded bonds, and 
be structured to maximize present value savings and achieve level debt 
service savings. 



5. General Revenue Impact5. General Revenue Impact

Self Supporting vs. Non Self 
Supporting
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Self SupportingSelf Supporting

o Debt that is classified as “self supporting” 
is designed to be repaid with revenues 
other than state general revenues.  Self-
supporting debt can be either general 
obligation debt or revenue debt.

o Examples:GO bonds issued by Water 
Development Board are repaid from loans 
made to communities for water and 
wastewater projects.
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NonNon--Self SupportingSelf Supporting

o Debt that is classified as “Non-self supporting” is 
intended to be repaid with state general revenues.  
Non-self supporting debt can be either general 
obligation debt or revenue debt.

o Examples:  HEAF Bonds; Texas Water 
Development Board: EDAP,State Participation, 
and Water Conservation Bonds; TPFA GO and 
Revenue Bonds



6. State Debt6. State Debt
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State Debt OutstandingState Debt Outstanding
Texas Bonds Outstanding as of August 31, 2004*
(in millions)

* Includes commercial paper and variable rate notes; however, does not include short-term debt issued by 
the Comptroller of Public Accounts, Treasury Operations, for cash management purposes.

$19,952$3,155$16,797Total

$14,107$641$13,466Revenue Bonds

$5,845$2,514$3,331General Obligation Bonds

TotalNon-Self 
Supporting

Self Supporting
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State Debt Outstanding State Debt Outstanding (con’t)(con’t)
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Texas Debt Service RequirementsTexas Debt Service Requirements
As of 8As of 8--3131--2004 (amount in thousands)2004 (amount in thousands)

0
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Self Supporting

Source:  Bond Review Board’s 2004 Annual Report – Table 11

* Debt-service payments in fiscal 2004 include a payment of $401 million to refinance a portion of The UT System Permanent University Fund

commercial paper program and a scheduled amortization payment of $160 million for the Veterans' Financial Assistance Bonds.
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Constitutional Debt LimitConstitutional Debt Limit
The Texas Constitution prohibits the issuance of additional 
state debt if the percentage of debt service payable by 
general revenue in any fiscal year exceeds 5% of the 
average of unrestricted general revenue for the past three 
years.

For FY2004, this percentage was 1.51% of issued debt and 
2.26%, including authorized but unissued debt.
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Constitutional Debt Limit Constitutional Debt Limit (con’t)(con’t)

2.37%1.51%2003
2.26%1.51%2004

2.22%1.42%2002
1.91%1.47%2001
2.03%1.51%2000
2.20%1.58%1999
2.40%1.60%1998
2.60%1.80%1997
2.70%1.90%1996
3.10%1.80%1995
3.20%1.90%1994
2.70%1.10%1993
2.90%1.50%1992

Issued + Authorized but 
Unissued

Issued DebtFiscal Year
Debt service payable by GR as a % of the previous three years of unrestricted GR average.
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Texas’ Credit RatingsTexas’ Credit Ratings
Rating agencies consider the following four factors in 
determining a state’s credit rating: 
– economy
– financial condition
– debt burden 
– general management practices.

Texas’ current ratings are:
Moody’s Aa1
Standard and Poor’s AA
Fitch AA+
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Texas’ Debt BurdenTexas’ Debt Burden
Table 6

TOTA L S TA TE A N D  LOC A L D EB T OUTS TA N D IN G:  TEN  M OS T P OP ULOUS  S TA TES

To ta l S ta te  and Lo cal Debt S ta te  Debt Lo cal Debt

Sta te Ratings
P o pula tio n 
(tho us ands )

P er 
Capita  
Rank

Amo unt 
(millio ns )

P er Capita  
Amo unt

P er 
Capita  
Rank

Amo unt 
(millio ns )

% o f 
To ta l 
Debt

P er 
Capita  

Amo unt

P er 
Capita  
Rank

Amo unt 
(millio ns )

% o f 
To ta l 
Debt

P er Capita  
Amo unt

New Yo rk A2 18,976 1 197,195$        10,392$      1 89,856$               45.6% 4,735$      1 107,339$       54.4% 5,657$       
New J ers ey Aa2 8,414 2 57,590$        6,845          2 32,093                 55.7% 3,814 9 25,497          44.3% 3,030         
P enns ylvania Aa2 12,281 3 83,809$        6,824          7 20,983                 25.0% 1,709 2 62,827          75.0% 5,116           
Illino is Aa3 12,419 4 80,936$        6,517           3 34,761                  42.9% 2,799 6 46,176           57.1% 3,718          
Ca lifo rnia  A3 34,600 5 209,299$      6,049          5 71,263                  34.0% 2,060 5 138,037         66.0% 3,989         

TEXA S A a 1 2 0 ,8 5 2 6 122,810$        5 ,8 9 0    9 2 4 ,0 0 8         19 .5 % 1,15 1 3 9 8 ,8 0 1     8 0 .5 % 4 ,7 3 8    

Michigan Aa1 9,938 7 54,195$         5,453          4 21,947                  40.5% 2,208 7 32,248          59.5% 3,245         
F lo rida Aa2 16,713 8 90,276$        5,402          8 20,266                 22.4% 1,213 4 70,010           77.6% 4,189          
Ohio Aa1 11,353 9 51,344$         4,522          6 20,009                 39.0% 1,762 10 31,335           61.0% 2,760         
Geo rgia Aaa 8,186 10 34,301$         4,190           10 8,243                    24.0% 1,007 8 26,058          76.0% 3,183          

M EA N 9 8 ,17 5$   6 ,2 0 8$   3 4 ,3 4 3$       3 4 .9 % 2 ,2 4 6$  6 3 ,8 3 3$   6 5 .1% 3 ,9 6 3$  
No te : De ta il may no t add to  to ta l due  to  ro unding.

S o urc e :   U.S . Cens us  Bureau, S tate  and Lo cal Go vernm ent Finances  by Leve l o f Go vernm ent and by S tate : 2000-2002.



Moody's Investors  
State Service Standard and Poor's Fitch Ratings

Alabama Aa3 AA AA
Alaska Aa2 AA AA
Arkansas Aa2 AA *
California A3 BBB BBB
Connecticut Aa3 AA AA
Delaware Aaa AAA AAA
Florida Aa2 AA+ AA
Georgia Aaa AAA AAA
Hawaii Aa3 AA- AA-
Illinois Aa3 AA AA
Louisiana A1 A+ A+
Maine Aa2 AA AA+
Maryland Aaa AAA AAA
Massachusetts Aa2 AA- AA-
Michigan Aa1 AA+ AA+
Minnesota Aa1 AAA AAA
Mississippi Aa3 AA AA
Missouri Aaa AAA AAA
Montana Aa3 AA- *
Nevada Aa2 AA AA+
New Hampshire Aa2 AA AA
New Jersey Aa2 AA- AA-
New Mexico Aa1 AA+ *
New York A2 AA AA-
North Carolina Aa1 AAA AAA
Ohio Aa1 AA+ AA+
Oklahoma Aa3 AA AA
Oregon Aa3 AA- A+
Pennsylvania Aa2 AA AA
Rhode Island Aa3 AA- AA
South Carolina Aaa AAA AAA
Tennessee Aa2 AA AA
TEXAS Aa1 AA AA+
Utah Aaa AAA AAA
Vermont Aa1 AA+ AA+
Virginia Aaa AAA AAA
Washington Aa1 AA AA
West Virginia Aa3 AA- AA-
Wisconsin Aa3 AA- AA-

* Not rated

Sources:  Moody’s Investors Service, Standard & Poor’s, and Fitch Ratings.

Table 2
STATE GEN ERAL OBLIGATION BOND  RATINGS

August 2004
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Debt Service Supported by General Revenue Debt Service Supported by General Revenue 
Texas Public Finance Authority Texas Public Finance Authority (As of 12(As of 12--0303--04)04)
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Commercial Paper assumptions:  4% in FY05, 4.5% in FY06 and 5%  thereafter; level principal payments beginning in FY06 with a 20yr repayment schedule.
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Debt Service Supported by General Revenue Debt Service Supported by General Revenue 
Texas Public Finance AuthorityTexas Public Finance Authority
Including Debt Service Estimates for Remaining GO Authorization Including Debt Service Estimates for Remaining GO Authorization (As of 12(As of 12--0303--04)04)
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College & University Bonds Outstanding College & University Bonds Outstanding 
As of 08As of 08--3131--04 (Amount in thousands)04 (Amount in thousands)
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College & University College & University 
Debt Service RequirementsDebt Service Requirements
As of 08As of 08--3131--04 (Amounts in thousands)04 (Amounts in thousands)
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Debt-service payments in FY 2004 include a payment of $401 million to refinance a portion of the UT System  PUF commercial paper program.
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Tuition Revenue Bond Tuition Revenue Bond 
Debt Service Requirements Debt Service Requirements As of 08As of 08--3131--0404
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7. Local Debt7. Local Debt

Patrick Krishock

Deputy Executive Director 

Texas Bond Review Board

512-475-4800

krishock@brb.state.tx.us

www.brb.state.tx.us
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Local Government Debt IssuersLocal Government Debt Issuers

o Cities
o Independent School Districts
o Water Districts
o Counties
o Community College Districts
o Health & Hospital Districts
o Other Special Districts
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Texas Local Government DebtTexas Local Government Debt
(as of 8/31/2003)(as of 8/31/2003)
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CitiesCities

o GO debt – property taxes
o Revenue debt

- Utilities (Water, Electric)
- Sales tax (Sports Arenas, Transportation, Economic 
Development)

o Certificates of Obligation – no voter 
approval
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Independent School DistrictsIndependent School Districts

o District issues GO Bonds – backed by 
property taxes

o State supports School District debt 
through:
– Permanent School Fund (PSF) – guarantees 

repayment of debt service
– Instructional Facilities Allotment (IFA) and 

Existing Debt Allotment (EDA) Programs -
appropriate General Revenue to school 
districts to offset portion of debt service
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Local Government Debt RegulationLocal Government Debt Regulation

o Local Government Debt Issuance Regulated by Title 9, 
Texas Government Code. 
http://www.capitol.state.tx.us/statutes/gv.toc.htm

o Attorney General must approve all Local Government 
Securities as required by Section 1201.065 Texas 
Government Code.

o Bond Review Board does not approve Local Government 
bond issues.

o Bond Review Board reports on Local Debt using data 
collected by the Attorney General’s office as required by 
Section 1202.008 Texas Government Code.
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BRB Online DatabaseBRB Online Database

Local government searchable databases and 
downloadable data available on the Bond Review 
Board’s web site – www.brb.state.tx.us



8.  T8.  The State of Texas he State of Texas 
Private Activity Bond Private Activity Bond 
Allocation Program in 2005Allocation Program in 2005

Rob Latsha
Senior Financial Analyst & Program Administrator

Texas Bond Review Board
512-475-0890

latsha@brb.state.tx.us
www.brb.state.tx.us
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Private Activity Bond Private Activity Bond 
Allocation ProgramAllocation Program

A private activity bond is a municipal bond which is either used entirely or 
partially for private purposes and is given federal tax-exempt status. 
General types of private activity bonds are:

– an exempt facility bond 
– a qualified mortgage bond 
– a qualified veterans mortgage bond 
– a qualified small issue bond 
– a qualified student loan bond 
– a qualified redevelopment bond 
– a qualified 501(c)(3) bond 
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Federal Program PAB Federal Program PAB --
Administered by StatesAdministered by States

o “State Ceiling” or “Volume Cap” - Each 
state’s annual limit on the amount of 
Private Activities financed by tax-exempt 
bonds 

o 2005 Volume Cap $80 per capita = $1.99B 
for Texas

o Inflation index
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How Texas Administers It’s PABHow Texas Administers It’s PAB

o Texas Legislature determines Texas allocation breakdown
o Bond Review Board (BRB) administers the program in 

Texas 
o Reserved by lottery and priority within each calendar year
o Volume cap divided into six sub-ceilings for the first 7.5 

months
o August 15 – August 31- Any remaining cap is redistributed 

to ALL sub-ceilings with remaining applications. Priority 
considered for multifamily

o September 1 – December 1- remaining allocation 
distributed by lottery number. 
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SubSub--ceilings ceilings 

o Sub-ceiling #1 - Single Family Housing
MRBs or MCCs benefiting residents of low to moderate income

o Sub-ceiling #2 - State Voted Issues
Bonds that have been approved by Texas voters

o Sub-ceiling #3 - Qualified Small Issues
Industrial Development Bonds & Empowerment Zone Bonds

o Sub-ceiling #4 - Multifamily Housing
Residential Rental Developments for low to moderate income 
residents

o Sub-ceiling #5 - Student Loan Bonds
o Sub-ceiling #6 - All Other Issues

Exempt Facilities
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Private Activity Bond Private Activity Bond 
2004 Results2004 Results

STATUS OF 2004 ALLOCATION PROGRAM AS OF 12/28/2004
28.00% 8.00% 2.00% 2.20% 4.40% 15.40% 10.50% 29.50%

SC 1 SC 2 SC 3 SC 4 SC 4 SC 4 Aug SC 5 SC 6
TOTAL MRB's State Voted IDBs TSAHC - MF TDHCA - MF Local HFC's MF Collapse Student Loan All Other

2004 STATE CEILING 1,769,480,721$        495,454,602$        141,558,458$       35,389,614$      38,928,576$         77,857,152$          $272,500,031 -$                        185,795,476$       521,996,812$        

REQUESTS TO DATE 4,369,317,891$        657,417,747$        25,000,000$         18,100,000$      15,000,000$         319,300,000$        857,522,700$       1,796,657,967$  185,795,477$       494,524,000$        

 RESERVATIONS TO DATE 2,838,087,299$        476,937,510$        25,000,000$         18,100,000$      15,000,000$         205,400,000$        544,020,000$       900,410,312$     185,795,477$       467,424,000$        

 ALLOCATIONS TO DATE 1,205,959,145$        352,404,145$        25,000,000$         10,000,000$      -$                     115,655,000$        220,945,000$       107,000,000$     185,600,000$       189,355,000$        

RESERVATIONS RELEASED 1,036,591,874$        105,622,365$        -$                     8,100,000$        -$                     89,745,000$          329,075,000$       228,805,032$     195,477$              275,049,000$        

UNSATISFIED REQUESTS 1,531,230,592$        180,480,237$        -$                     -$                   -$                     113,900,000$        313,502,700$       896,247,655$     -$                     27,100,000$          

AVAILABLE ALLOCATION 04 (32,014,704)$            124,139,457$        116,558,458$       25,389,614$      23,928,576$         (37,797,848)$        57,555,031$         (671,605,280)$    195,476$              329,621,812$        

CARRYFORWARD 2002 36,586,181$             21,336,181$          -$                     -$                   -$                     -$                      15,250,000$         -$                     -$                      
CARRYFORWARD 2003 163,950,000$           -$                      -$                     -$                   -$                     63,300,000$          65,650,000$         35,000,000$         -$                      

168,521,477$           145,475,638$        116,558,458$       25,389,614$      23,928,576$         25,502,152$          138,455,031$       (671,605,280)$    35,195,476$         329,621,812$        
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Legislative History Legislative History 
Changing Allocations with Recent Legislative Sessions
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9. Bond Issuance Process9. Bond Issuance Process
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Bond Issuance ProcessBond Issuance Process

1. Legislative approval and appropriation
2. Issuer Board approval
3. Bond Review Board approval
4. Bond sale (Negotiated/Competitive)
5. Bond closing – Attorney General approval
6. Ongoing Administration: paying debt service, 

federal tax law, change in use, arbitrage rebate 
compliance
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Arbitrage for Tax Exempt BondsArbitrage for Tax Exempt Bonds

Investing tax-exempt 
proceeds in taxable 
securities, resulting in a 
profit or loss.

Source:  First Southwest Asset Management
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Legislative ApprovalLegislative Approval
Legislative approval:  Legislature must approve the project and use of bond financing:   

Appropriate debt service and bond proceeds. 
 

 
 

 
GO Bonds 

 
Revenue Bonds 

 
Debt Service 
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Agency (TPFA provides estimates)

 
Project Authorization 
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Agency 

 
Proceeds 

 
Agency 
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Requesting New Bond AuthorityRequesting New Bond Authority
o If you are requesting New Bond Authority,either GO or Revenue, please provide 

TPFA staff with the draft authorizing language and: 
1. the amount requested, 
2. a short description of the project, 
3. and a projected quarterly expenditure schedule, 
4. if possible, or at a minimum, a rough estimate of when the bond proceeds would be needed 

(e.g, you request $28 million, and you think you will need $8 million Sept. 1, 2005 for design 
and sitework, and $20 million Sept. 1, 2006). 

o We will use this to prepare an issuance schedule and corresponding debt service 
estimates. If you are aware of any non-general revenue funds that might be used to 
support debt service, please let us know that information as well.

o Please contact TPFA staff if you have any questions or need any assistance at all. 
The earlier we can be involved in the process, the more likely we will be able to 
help you obtain an efficient, cost effective financing.
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Existing GO BondsExisting GO Bonds
o If TPFA has already issued General Obligation Bonds or Commercial 

Paper for your (“GO Bonds Outstanding”) - TPFA has calculated this debt 
service and submitted it in our LAR. 

o If you have not spent all your bond proceeds, you need to include a rider 
in your bill pattern to carry forward your ability to expend those proceeds 
for the project in the FY06-07 biennium. 

o If you have issued some of the bonds, but not the full amount authorized 
in the FY04-05 appropriations act, nothing further needs to be done, as 
long as the full amount has been approved by both the TPFA Board and 
the Bond Review Board (this is the case for most agencies). 

o If the full amount authorized has not been approved by TPFA and BRB 
prior to August 31, 2005, you will need to get that issuance reauthorized in 
the the FY06-07 appropriations act, in your agency’s bill pattern. 
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Existing Revenue BondsExisting Revenue Bonds
o If TPFA has already issued Revenue Bonds for you (“Revenue Bonds

Outstanding”) - In April, TPFA sent a letter notifying you of the amount of 
Lease Payment due in FY06-07. You must request this lease payment (debt 
service) in your LAR. 

o If you have issued all the authorized bonds, but not spent all your bond 
proceeds, you need to include a rider in your bill pattern to carry forward 
your ability to expend those proceeds for the project in the FY06-07 
biennium. 

o If you have issued some of the bonds, but not the full amount previously 
authorized, nothing further needs to be done, as long as the full amount 
has been approved by both the TPFA Board and the Bond Review Board 
(this is the case for most agencies). 

o If the full amount authorized has not been approved by TPFA and BRB 
prior to August 31, 2005, you will need to get that issuance reauthorized in 
the the FY06-07 appropriations act, in your agency’s bill pattern.



10. Question and Answer10. Question and Answer


