BILL ANALYSIS

C.S.H.B. 2313

By: Krusee

County Affars

Committee Report (Substituted)

BACKGROUND AND PURPOSE

Chapter 1371, Government Code, was enacted in 1999 asacodificationof former Artide 7179, Vernon's
TexasCivil Statutes, asamended. Chapter 1371 givescertain entities (“issuers’) the authority to issue debt
obligations described by Chapter 1371. Under the current provisions of the chapter, the only counties
permitted to issue obligations under Chapter 1371 are countieswithpopulations of 3.3 millionor more or
counties operating under Chapter 334, Loca Government Code (the “Brimer Bill”) relating to venue
projects. Harris County usesthat law as the statutory authority for its issuance of voter-gpproved debt in
the form of commercia paper notes.

As proposed, the Bill would amend Chapter 1371 to widen the number of counties permitted to issue
obligations under Chapter 1371. Specificaly, the Bill would permit counties with outstanding ad vaorem
tax backed debt of at least $100 million to be issuers under Chapter 1371, aslong as the long-term debt
of suchcountiesisrated inone of the four highest rating categories by a nationaly recognized rating agency
(“affected counties’).

The practica effect of the Bill would be to increase the number of counties that are issuers under Chapter
1371 to approximately twelve to fourteen. One of them, Williamson County, is interested in possible use
of the authority conferred by the Bill to establish a commercid paper program milar to that of Harris
County.

Asamended by the committee substitute, the Bill would al so amend the definitionof “digible project” under
Chapter 1371 to include not only projectsfinanced by voter approved ad valoremtax obligations, but also
projectsthat may be financed by ad vaoremtax obligations for whichstate law does not otherwiserequire
voter gpprova. The primary example of that type of obligation is certificates of obligation that under
current law may be issued by cities and counties pursuant to Subchapter C, Chapter 271, Local
Government Code. Thus, asamended, the Bill would permit certain citiesand countiesto finance aproject
under Chapter 1371 with non-voted ad va orem tax-supported obligations, including commercid paper
notes.

Inaddition, the Bill subgtitute would permit affected countiesto use commercia paper notesto finance not
only voter-approved projects, but aso projects that may be financed without voter approval under current
law. The amended Bill does not remove the requirement of voter approval where voter approva is
required under current law; rather, it Smply permitsissuers to use commercid paper notes as a means of
finanaing projectsthat are dready exempt from voter gpprova under current law. The primary law under
which counties may finance projects usng ad vaorem taxes without voter approvd is the Certificate of
Obligation Act of 1971, Subchapter C, Loca Government Code. Thus, the primary effect of the
amendment isto permit counties to finance projects permitted by the Certificate of Obligation Act of 1971
using commercia paper notes.

RULEMAKING AUTHORITY
It is the committee’ s opinion that this bill does not expresdy grant any additiond rulemaking authority to
a dtate officer, department, agency, or indtitution.

ANALYSS

Section 1. Amends Sec. 1371.001(2) and (4) to change the definition “digible project” to indude
projects for which no voter approval isrequired and to change the definitionof “issuer” to
include affected counties.

Section 2. Governs the effective date of the Bill.
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EFFECTIVE DATE

This Act tekes effect immediatdy if it recaeivestwo-thirdsvoteineach house, or it takes effect September
1, 2003.

COMPARISON OF ORIGINAL TO SUBSTITUTE

The subdtitute addresses the “digible project” and “issuer” language and affected sections as well as
carifiesindebtednessinrelationship tothe issuance of obligations and so affected sectionsinorder to make

al conforming changes.
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