2016-2017 BUDGET QUESTION

Response to Request for Information

DEPARTMENT: Financial Services - Treasury
REQUEST NO.: 119

REQUESTED BY: Zimmerman

DATE REQUESTED: 8/2/16

DATE POSTED: 8/25/16

REQUEST: Where is the legal authority for the City (or its Enterprise Funds/Departments) to
issue commercial paper? Where in the City Charter does the finance officer have the power to
allow for commercial paper? If the commercial paper defaulted, where would the creditors get
their relief?

RESPONSE:

Provisions for the issuance of commercial paper are provided by Chapter 1371 of the Texas
Government Code. The City of Austin’s tax exempt commercial paper program operates pursuant
to City of Austin Ordinance No. 20140828-077 and the taxable commercial paper program
operates pursuant to Ordinance No. 20140828-076.

Article 1, Section 3 of the City Charter provides that the City shall have all powers granted to
cities by the Constitution and laws of the State of Texas. One of those powers is the authority to
issue obligations, which include commercial paper, under Chapter 1371 of the Texas
Government Code. Chapter 1371 also gives the governing body of an issuer the ability to
delegate the sale power to a designated officer or employee of the issuer. The City has exercised
these powers by adopting ordinances which authorize the issuance of the commercial paper and
designate the persons authorized to act on the City’s behalf, including the Chief Financial Officer.

The City of Austin’s commercial paper programs do not permit payment of either commercial
paper or bank draws from ad valorem taxes. Letters of Credit (LOCs) have been established to
provide security to the City’s commercial paper note holders. Should a default occur due to a
payment being missed, the LOC bank will step in and make the interest payment and, if
necessary, the associated principal payment. The current LOC providers for the City’'s commercial
paper program are Bank of Tokyo-Mitsubishi for tax-exempt and Citibank for taxable.



