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Good morning Honorable Members of the Erie County Legislature. | would like to thank you, Mr.
Chairman. for inviting me to offer testimony at today’s meeting of the Finance and Management
Committee of the Erie County Legislature.

While I am pleased to be with you, | am deeply disturbed about the circumstances that have brought me
here today. | am here to comment on the Budget Amendments proposed on Friday by six members of
the Legislature.

On November 28, 2012, County Executive Poloncarz wrote to the Legislature about the then proposed
budget amendments, that are almost identical to the ones before us today. He stated that the

“..cuts are both unrealistic and irresponsible and will cause the 2013 Budget to be out of
balance.”

Mr. James Sampson, Chair of the Erie County Fiscal Stability Authority, stated in his written
communication that:

“...an $8.5 million per year reduction in the property tax levy (without corresponding spending
reductions and/or revenue enhancements), would create concerns that would lead the ECFSA
to have to re-evaluate whether the budget is in balance and whether the four year plan is
achlevable..”

Erie County Comptroller David Shenk in his communication to you dated November 29, 2012 reached
the same conclusion. In his November 29, 2012 letter the Comptroller stated that:

“The Minority Caucus’s proposed set of budget reductions is a substantial concern. If the
proposed set of amendments is Incorporated into the budget for fiscal year 2013, then the
budget will not be structurally sound; i.e. the expenditure estimates will not be reasonable
and appropriate....”

These amendments are like making a decision to amend the family budget by reducing the amount you
plan to pay for utilities, without turning the thermostat down. The bill is going to come and you are
going to have to pay it; you have only fooled your family and maybe yourself for a little while. In the end
the bill will be paid.

I have become something of an expert in municipal finance with more than 30 years of experience in
government budgeting and crisis response. My experiences include:

¢ Closely watching County Executive Ned Regan deal with a budget crisis in Erie
County in the 1970s,
e Studying municipal law and municipal finance in Law School,
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® Being called back from a canoe trip into James Bay, with Assemblymen Bill Hoyt
and Rollie Kidder, in 1975 so they could vote to extend the life of the NYS Urban
Development Corporation for one more month,

¢ Watching from the floor of the Assembly when the NYC financial control board
was created in 1975 and again when the Yonkers control board was created. |
followed the events closely and with an eye on when a control board might be
necessary for the City of Buffalo,

¢ Working to pull Erie County out of its budget crisis under County Executive Ed
Rutkowski in the mid-1980s including drafting special state legislation that
helped Erie County for a time,

® Serving as a founding member of the Buffalo Control Board, on which I served as
a board member from July 2003 to January 2006. We had to impose draconian
measures to save Buffalo from financial collapse,

®  Working with the late David Rutecki to try to avert the Joel Giambra Red-Green
budget fiasco,

® And, until recently, | taught a bridge course at the Law school with Jim
Magavern, a true expert in municipal finance, on Control Boards in NYS and how
other states handle crisis in municipal finance.

While teaching, we read a report by The Committee on Municipal Affairs of The Association of the Bar of
the City of New York titled Proposals to Strengthen Local Finance Laws in New York State dated
January/February 1979. It was largely written by my Law School colleague Clarence Sundram. It is the
definitive legal history of how NYC went down the slippery slope to financial ruin. Beginning on page 18
you will find a synopsis of the path that New York City took to this sad outcome. | have attached a copy
of this report.

In New York City, the problem can be traced back to the early 1960s when the City began to have annual
budget deficits. It financed these deficits by deficit borrowing. In 1966 the Temporary Commission on
City Finances warned that this practice “might well lead to a deterioration of the City’s credit standing,”
an understatement if there ever was one. The city became deeply committed to this unwise practice.
The city’s cash balance decreased from almost $70 million to less than $200 thousand. Other revenues
were similarly depleted. The city then used, and failed to restore, its rainy day fund. The city began to
borrow more and more to cover annual expenses and also used one shot tricks, such as spin-ups and
improper accruals. Eventually the city began to use deficit financing, including in one year the selling of
bonds to cover annual pension payments and to pay for operating expenses. By 1975 the City needed to
borrow $500 million per quarter to pay for prior borrowings and current operating expenses. This meant
more than $2 billion per year of new borrowing to cover annual expenses. When the national economy
suffered a significant downturn, NYC with its heavy debt load, absence of resources, depleted reserves
and ongoing need to borrow to cover current operating costs, could not and did not survive as an
independent government.
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New York City started down this path with a very modest budget deficit which could have been dealt
with by a relatively easy set of real spending cuts. However, in the next year the size of the problem
more than doubled because the adopted prior year budget was not truly balanced and the new budget
thus had twice as far to go to gain balance. So another trick was used to put off the day of reckoning.

With each year the problem grew.

The lesson is that once an unbalanced budget is adopted and one shot solutions are used, it is harder
each year to get the budget truly back into balance. The real gap gets bigger and bigger, and reserves
are consumed. In each later year the consequences are more and more difficult to accept. Government
can use, but will eventually run out of, one shot revenues. A time will come when you cannot put off
additional expenses to a future date. Eventually, the slippery slope becomes so steep that the slide
cannot be stopped and the crash is profound and very hurtful.

In Erie County, we currently have a balanced budget, and it and the 2013-2016 Four Year Financial Plan
have already been approved by ECFSA and validated as balanced and reasonable.

We also have a confluence of very positive events that hold out promise for a far brighter future after so
many years of struggle. Let me name a few:

A Governor committed to our area as no other has ever been,
The billion dollars for Buffalo economic development,
The positive impact from the 2% property tax cap,
Two balanced state budgets passed on time for the first time in 30 years,
A locally developed regional economic development plan that all key parties buy into
and accept as a blue print,
A list of regional accolades from highly credible outside parties in which our area is
lauded for its positive attributes such as:

¢ Affordable and sustainable real estate market

* Tremendously livable neighborhoods and communities with a tradition of

excellent architecture

*® One of the best and most vibrant cultural settings in the nation

¢ One of the best communities for working mothers

¢ One of the shortest commutes in a major metro,
A reviving manufacturing base,
Significant attention being paid to workforce development with state and federal
funding increasingly becoming available,
The Say Yes to Buffalo program along with the Promise Neighborhood initiatives,
The growth of the Buffalo Niagara Medical Campus,
The rising international prominence of our institutions of higher education, particularly
the University of Buffalo,
Improvements in the movement of people and goods across our Canadian border and
growing international trade, and
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® Companies finally relocating here such as Welded Tube, which we hope is the beginning
of a new trend.

This list could go on and on.

These positive self-reinforcing events will never reoccur. We must take advantage of this moment in
time. Let me say this again. These events will not reoccur. We must seize this opportunity for a better

future for this County.

And yet, all this positive, forward energy and growth is threatened by our budget battle that is now
drawing to a close.

The Budget itself was prepared and must be seen in light of the world and national events of which we
are a part:

¢ The federal budget battles now underway and the possible sequestration of millions and
millions of dollars that we rely upon to help feed and house the elderly and needy and
that we use to protect our citizens from all manner of danger, including middle class
families that benefit from non-public assistance programs such as federal funding for
roads, bridges, day care, education, senior citizen nutrition, and law enforcement,

¢ The turmoil in the European Union where we do so much business,

¢ The repercussions from Hurricane Sandy will certainly be felt here in declining state tax
collections and a slow down on cross-state business,

¢ The possible loss of the current federal income tax deductions by middle class families
that has helped fuel the recovery and the repercussions from such a loss upon our sales
tax collections, and

¢ Some uncertainty across our northern border and the always volatile issue of day
shoppers into Erie County from Canada.

Mark Poloncarz’s election as Erie County Executive revolved in large part around the issues that are now
being called the People’s Mandates-libraries, cultural institutions, rodent control, road improvements
and other quality of life issues. Of course these items are expensive, and you can see the costs in the
budget that the County Executive presented to you.

We believe that these are items that the citizens of Erie County want and are willing to pay for. We
have properly funded them in the budget.

The Legislature, of course, can accept or reject these and other items of spending. We would disagree
with certain cuts, but are prepared to work with you to get to an agreed upon budget. That agreement
might include cuts in things we believe should receive funding, but we understand there might be
differences of opinion and we are prepared to compromise.

Even now, there is time to prepare a real consensus budget. The County Executive is in his office. When
this Committee meeting ends, we would invite you to come to his office to discuss a budget that will be
truly balanced. What we cannot accept is another set of budget decisions that leaves an unbalanced

5
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budget and tougher decisions for tomorrow. County Executive Poloncarz has said that he will not allow
the County to return to the days of the Red and Green budget.

The proposed budget amendments put on the table on Friday afternoon by the 6 members of this house
so destabilizes the budget and does so so clearly and unequivocally that the County Control Board has
criticized the proposed amendments and issued a warning about the future of the County’s fiscal health.
The County Executive, the County’s chief budget officer, the County Comptroller and the independent
Fiscal Stability Authority have all come to the same conclusion. The budget was balanced as presented
by the County Executive and the amendments proposed by the six legisiators that are now before the
Legislature would create a significantly unbalanced budget.

The reasons this amendment package is unbalanced are simple. It does not reduce costs, it only takes
away resources to pay for items that we are obligated to pay and will have to pay for in 2013. The issues

are:

Existing and new lawsuits will not go away and parties will not suddenly drop the more
than 700 current claims against the county because we do not have funds to pay
judgments. The amendments proposed by the six members take our liability or risk
retention account, our self-insurance fund, from $3,000,000 to $69,498 for all of 2013,
thus reducing the account by $2,930,502. For a budget to be balanced anticipated
expenses must match anticipated costs. How can it in any way be reasonable to budget
that the County will only incur $69,498 in litigation related losses in all of 2013?
Overtime in the jail and correctional facility will not go away simply because the
legislature reduces the budgeted funds and we all know that overtime in these facilities
routinely exceeds the budgeted amounts.

We cannot achieve vacancy controls of $1.8 million without dramatic negative impacts
on all County departments and of course high vacancies put upward pressure on
overtime usage. This is particularly true in the uniformed services, but elsewhere in the
budget as well.

The need for snowplowing, for lawn mowing and for cleaning and protective services in
public buildings will not be reduced because the budget has been cut. The winter will
not get milder, the grass will continue to grow, and safety needs will not become less
costly or any less important because we are without funds to attend to these matters.
The number of needy in the county who are helped by Safety Net when they lose their
jobs or have a catastrophic healthcare or financial setback in their lives - who we are
mandated by law to serve - will not be reduced simply because the Legislature does not
want to provide for their care. We have seen new cases rising as was shown on page 40
of the Budget Message. Unfortunately, the Department of Social Services has seen a
spike in the number of Safety Net cases in the past couple of months. The Department
advised you of this trend last month. Unfortunately, rather than heed this advice, you
have cut into an already lean budget. State law requires us to pay for all who qualify,
and pay we shall regardless of the budget cuts. But where will the money come from?
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® And in the name of budget cutting the six legislators have added new costs:
¢ $10,000 is added to the budget for the Amherst Symphony Orchestra,
e Overtime is cut throughout the budget, but the County Clerk is to get a $7,500
increase in overtime, and
® Project Prime Time is to get an extra $20,000.

If the legisiature wants to face the consequences of these budget actions, it should identify real cuts that
will reduce recurring expenses and thus offset the loss of recurring revenue that is proposed. Rather
than do this, those who support this package are hiding behind false cuts that remove revenue, but they
do not remove expenses.

Just a moment ago | asked “Where will the money come from to pay for items that are proposed to be
cut?” The money will have to come from the small portion of the budget that is not mandated spending.

There is roughly $100 million of discretionary spending in our $1.4 billion budget. Of that $100 million
approximately $22 million is allocated to the Library and will be immune from cutting under the
proposed budget amendments. Thus, there is only $78 million of spending from which to cut $8.5
million. If these cuts are spread among the discretionary programs, on average, we will see a cut of
more than 10% across all discretionary County programs. You know the program areas as well as | do.

Sheriff's Road Patrol,
Highways,

Buildings and Grounds,

Arts and Culture,

Tourism,

Economic Development,
Environment and Planning and the Land Bank,
Parks,

Health including rodent control,
Mental Health,

Senior Services, and

Central Police Services.

These are the very programs that the public has indicated it wants and will pay for. Removing needed
funding from risk retention, Safety Net and the other programs will with certainty lead to cuts in the
very programs that the people mandated. A number of the supporters of the Amendment Package have
said they do not want to cut these program areas. Make no mistake about it: your package will cut
these program areas just as much as if you did it directly and intentionally.
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Budget Director Keating in just a minute will describe the true impact of these false cuts. Before he does,
| want to describe one important consequence.

| can tell you with complete certainty that economic development will become far more difficult if the
control board goes hard. Economic development will be far more difficult if we are divided against
ourselves. If these budget amendments are adopted, | foresee year-long budget squabbles that will
include cut after painful cut in important services including quality of life services. We will find ourselves
returning to the days we had hoped to put behind us, where the Legislature and Executive are
constantly at odds with each other and nothing gets done. Should this occur, companies will look
askance at coming here and | will be constantly explaining why we behave in such an unpleasant
fashion.

We should reject the spectacle now playing out in Washington. We are better than that. We can work
together to find our own solutions that will be real and enduring. But this means tough, honest decision
making, not this type of sham.

I ask you to think long and hard before you plunge us down this path. How many times have we
criticized leaders of the past for bad decisions? We no doubt have all done so. We are now at a
crossroads for ourselves. It is bad votes like this one that seem so easy when taken that lead eventually

to disaster.

These events are occurring on our watch. The onus for this irresponsible proposal will fall on all those
who vote for this package. The wounds you feel will all be self-inflicted. However the burden will fall on
many innocents who wili be impacted by the cuts that are to come.

So, in conclusion,

* we have presented you with a balanced budget with reasonable assumptions and the
Control Board concurs,

e The County Executive, the County Comptroller and the Control Board have all warned in
no uncertain terms that the amendment package will lead to an out of balance budget,

® we have great opportunities for significant improvements in our county with
momentum building and gains now being realized,

* we face a starkly uncertain world with impacts upon us yet to be realized from a
hurricane downstate to tempests in Washington that threaten to sweep us up in their
wake,

® We have the results of an election here in Erie County in which the electorate spoke in
favor of the People’s Mandates, and

* We now face a choice: act prudently with the reasonable budget that was presented, or
put our heads in the sand and resort to politics as usual here in Erie County.
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So, rather than find that we have to sit in an unnecessarily cold, dark county for all of 2013 because we
failed to properly provide sufficient revenue to pay our bills and we also failed to turn the thermostat
down in time, let us try one more time.

| urge you to reply to the County Executive’s request for a meeting where we can hammer out a deal
this afternoon. He is prepared to work with you as long as it takes to amend the budget so long as it
remains real, honest, and balanced. The people of Erie County deserve no less.

Intro. 23D-1
Page 9 of 41



READINGS: 1-d.

THE ASSOCIATION OF THE BAR
OF THE CITY OF NEW YORK
43 West ggth Street, New York 10036

Proposals to Strengthen Local Finance Laws
in New York State
By Tue CorrMITTEE ON MUNICIPAL AFFARS

TABLE OF CONTENTS Page

Summary of Conclusions and Recommendations 2
A. Propused Loail Finance Article 3
. Propased Disclosure Legislation 6
C. Proposed Fisaal Monitor Legisladon 7
Statement of Minority and Individual Views 8
Chapter One: Constitutional and Suatatory Background 14
A. Historical Background W
B. Thc!\'cwt‘orkChyﬂsalCrids 18
C. Deficht Finandng in Other Localities 28
Chapter Two: Propased Local Finanee Article a5
A, Iatroduction 23
B. Detailed Dlscussion 27
1. Section s 27
2. Section 2 so
8- Secilon g st
4. Section 4 o
5. Section g s
G. Other Sections 35
Chapter Three: Proposed Disclosure Legixlation 33
A. Introduction 35
8. Neod for More Complete Information g6
C. Drawbacks of Federal Regulation 37
D. Proposals 38
1. Oficial Statement 89

2. Summary Annual Report 4 X
Chapter Four: Proposed Fiscal Monitor Legislation “
.-\.plmmdnalon “®
B. Detailed Discussion 43
1. Balauced Budget Requircment 45
3. Deputy Comptroller, Division of AMunidpal Afairs 45
3. Submission of Budgets . 48
4. Review of Loaal Covernment Fiscal Aflairs : 45
5. Comptreller's Legal Remedies e
A ipendix A - Text of Proposed Local Finance Article 53
A ppendix B — Text of Proposed Disdlosure Legistation 57
A ppendix C — Text of Propased Fisaal Monitor Legistation 63

Preprinted {rom THE axcono of The Asodauon of the Rar of the City of New York
Volame g4, Junsary/February 1979, Number 1 /2

Intro. 23D-1
Page 10 of 41



£

:eg.&uzpsmauonﬁ.zi_ e waym £
WPaw 30 Luadard ‘dsuom I ueo] 10 2a nﬁgouﬁo__:u

swidpapd Sujuorroy om uo paseq 1 SPRe Supsoe oy wey 23
dpmeoyutys 1 our, sidegy oy asod 2..5:5%3..“3.%5

21913y souvuyg 19507 pasodosg -y

gzz.gssﬁ.?ss.ﬁaagkaa?.

s&é%c:&ﬂ.ps&aa:as:asiss.e%aaaousé
3.:»3588:;.8339335%33&8._23&3"3
‘paBuep oq e
[Puswepuny 0 1w ang HOX MON u] (uethussacs 0] botow_o :qo_
&.53:._.:.:55:35.33353?25839.53:3

BL61 sy uf passnadn tsodwyg spye
100 NOPISIND qERNE Mg, CPwsnsp dsam speadoaed ypusp SN M1 R
0 Sepaanjung) mntor) e oy sea B0 € gLo1 go legy ug wadnew xoys oy Bu)
1P sueg Loaniess pue vopintmury g Yt o1 sungsjads ssedasd o1 pus sapgqed
ENIIN 3ty yang MIN Jo wdp13ed asnsepp pus WHPNG ‘1g3p a1 Jo Lpins e vi0d
«lis o sns g Oposomon 104 23N AN Jo pung 234pngy 24t pue 1eproudy somef
meyangy Lweg sy pue *yaoy MIN )0 410 ays g pung s ‘nojtepunog yaep) Sup
PG Loy N wigg tuesl o 13453331 22np1utnery s LLG1 Jo saninine Moy,

*dnansapun jjo4 250 1e s2dexd ey 01 1mos & 105 N>
WP azow Ajmojaqo sem 3 "M31A (epipaf o) 0) jpsewagad payoor

- uonmpsuon o ‘mep a jo sandg atpy Pia duedwoo Sugpusisyymiou

s2opdead epusuy snosaSavp Arepuaed ey 01 33090 10 Apoq s51qnd » uo
Lytrqrsuodsas Supeyd U qey ds 0 s vuedwoe amtuj o3 urspu
“ePam Soptpies ® ypqes 0u PIP uopmipsuoy ot “ueriodury Lirenby

adeg) up quoj 138 5 o 1y Ly HOX MIN 3 Jo Liowsyy 0y v
"PNITE0] 2EIg }10% MaN 1310 Jo 23qummu v £q pasuapradxs N

SNOILVANIWHNOOITY aNV SNOISNTONOD 40 AUVWRAS

Intro. 23D-1
Page 11 of 41



g

43001 se paypmf 3 rouuw dpu Hpofm jo yroadde ruonypen ap pym
Supadimm ) D) sanpmney L THosE parejas 10) wamdsnbas
Sysofmu spapp-om v o) sanseain xet Sugoafing sssddo aangmnery 2L
woppaad 21990 10aasd , porape
dpuaape ason 203 Hpunusddo spuj v 3n (s B pue Hpaemopield s pog
Huapy aq ja sweatfosd [e20] 305 Jop1as X1 JO sINbIsIAd NP NMPRE) 0
pauthsop ase spesodoad ano YoM Meqap et g caamng sjqeadsatng p u)
aregop 1ipng L2340 30 wrd 2 {11 wgnop on e ued Ja5138 X1 Jo e NLL
suanp 0} o apjansd jipa aRmdA0H 0PI ey jo uopsanb oy uiou)
PIAOLIP ] IOUNLD JOIAL XY JO Onssy A I uopsod spspy oxe
Sxm A0u Jo [eaosdde i
vo wswannbar Huolemn papp-omr v pasodiug pue wsd Ly uey ssow
4q ypap o1 Lisadosd [eas 3 paonpas §1 uoppsodasg 81 uepysodosy jo uop
-dope 3 A epuo)eD) B} BIYW Apu3oa ARyl x0 0 Yeardde ap pusw
AW 100 00D Ing ¢PRAI] Bupene 1e sasodind Bupesado 10j posodury sexs
dusdazd e wo mpayy euopmIpsucd wnupUEd appry pasodad L

‘saenqe Judasud pue
#opouid jeorg pomos amsuy 01 sv 08 PID Jo Sujuno pue KPUPNGIP
-1} Bupoenuod  ‘Asuow Supmassoq Yuswsssers ‘uopexm Jo somod
P VIR 0) 3oquny L put 3940d 3 2avy armavnSry oP YL~

(.99 morueyd,, pajres-ot jo ousnINd| 3 oM Fdp
-upd s 30 yausq [y 1 3f Bupagd Lq Supuvuy oBnokse-led Lojd
4 01 L1 o), maN afrmncous 0y saeodard sampunuon aqr) Yy
x® 3 spmno Supusuy of-nok-e-Aed 10) uornacad aq Az ey 1~

umemia) a3mg a £q pszpomine aq ©xer (0] [T 1eq ]~

‘satodind Supesado 105 pospes aq Lvw e saxm Lixodoad
[Ea1 JO Junoure P VO UCHWMINMY] [EHONMIPIUCO ® 3q 1A Yoy —
) . *pIVENUCS 3q O) 1] 882U
“PIIGIPU] NS PJYA Joj sodand 10 133{qo 3t Jo ssum)amm alqeqoad
Jo poyad oy e J38u0] 10j parTnUEd 3q 10U MIUPNGIPUY 1Y T —

RUPGIP
411 Jo wamied o @ Ipan pue wyey 0y 38pard Lpredoq ® reyy—~

:nuswanmbas Suaorio) st Ipnpu) sngy,
) ueuy [e0]

Jo sidpuud reuopmipsuco ‘Sunspxe anupuod one prnoa fesodosd sy,
STEPYO PAIP Aq Porraad are Supmos
-30q pue uopwx™ Jo sramod P )| SIPPUD Mau Jo vonEaDd HP NqNyoad rou
Ppmoa Tesodosd 5,330 wnson) Y 1 'tRuUPANqapU] 192NU0D pus xn 01 samod g
Sujary NP2 MU UEID JO uopEID AP NIqIYaId mou UONMINSULY YL

(48) ‘mnpu2 yuam
w0l reuoifiss mou 21520 01 pazpromne 3q pnoys amyme By aq 1~

“xeak {pxs I Uy paspas aq uN snou M ‘pIujnIqo J0u g fuj
duewy yusuruiad 1 ‘wr0u uonedppue puoq Jo dnuenssy Y o) treak Ay

-1
uptgaga popravad oy Supdueny wauvusexl g sasmbag apnay: pnodosd oy f,
(66) *{1nugapuy 1910 0L ) 101 PINBYS SNON nonedunuy puog—

-anerg Aty 01 apqqdpcked aens siuamdggnh
<31 SM) AN MUY, PILINOUL K1 WPIP N PP 1Y 238 mp Hugmopqpop aeal
jeosy ap g precdas aq 01 asep (a npgap pamdpnieEnn duruy o) pannt
$210N] "SIPYIP 10U PUE SINNUIA U KIXEY Jo uopdidnue 1y pamsy 1) wpp
uoprddNIE NI PuR XY BUDELLHE P athas pue 1Spng P
€ saanboa ap Supuray apyap jo Lopjod v nggposd apnsy pasmdosd ay,

(S pave §88) “parieuioad ooy ppnois NYIP patne] -

sy up noppe Juppqpriosd pue Lpngreuodsas Supsdn) ‘vospap astepstiiag
10) yiomduredj v Hupppaoad Ao e ons ] o pontheap s paudoad 90
AJWWOD YL N0 J{|A SIFE [EPUTUY INININ [EUOAMINSHID kuw 13pun
1 umoys suy DUIMAIXT ¢Butavng [E30] J0 [BNULD AN dnse 0)
PoOM 10U sm] uopMpISUOD Sunnxa ap 4q pasinbas [eaosddu 1m0 Ryt
2a3j5q ‘39admot] *hiproflmu 2y x. (SAD1A 219 JO WwdRUANITIS & J0) ‘wifut b1 O
6 *dd 23g) ‘reaczdde 1330 INOA NI 1GP LINU) 0) 13mod AP ey
Jou pnoys aamernia] P 1P 3AI[RG 3IMNWWO) Y JO UGS W0
“pivog dusul (0o ¥ 4q ‘wpjacad of amieiniz o 33 ‘20 rpronduio)
am Aq PP paeSmwosd 3q 01 ‘IPMIPP EPUBUY JUILND due Supgau
uonILNTI [EUCHIPPE 10] 1QIp ULIMI0Ys pue -Buoj [T JO W AP U} IPJA
-oud ospe apnay posodosd oy 1, -armiem ] Sy JO SuOHEIS dANMINUC oM Lq
paaoadde aq saswanu) yans e Juamasnbal v 4q papiacad s tareanyy) ywy
1qop punosun ssujeds nonsnard sayun g "Njw]| 1q3p UO Peduy PP vaaey
pinoa suoneliqo adlrDVI 0 Pnu3AL Jo UOPE}PIP IR ‘resodosd amo
I3pUn ‘sni], 20JA398 1GOP 20] Lauou JO Jmos A of INTEA £r1adoad rou pue
anuaaas ups 1q3p Ked 01 LipTiqe Jo unseaw 1an3q € ssppacd peoadde sy
pOPNPXd 3q PINoM 1P paacadde 104 pun Sunaoddnsjpoe AuQ "sanuaas
sJuswiusaac8 eof v Jo 3Beyucosad e re amemByy am £q 13¢ aq 01 mymy
1qop wuarSuoy 10) rapjacad apnsy patodord gL vI99p OVIN Surpuen
ano uj uoppg 58 Aasemxordde oy pue e HPAD AP O3 £9200¥ JO PE|
n s11dsap g 1qap 7] Mopq uoyq 3§ Aewyxosdde ‘glbt ‘of aun [jose
wum by yox maN ‘sjdwexs 103 *1omod Suimonioq yedo urentas enb
-ape 10U op L3Y, 'SUONIPUO) IWIALIND JO IVNONT VYW PJYM vopenia Sur
-NUNUCO YT JYIRI UORMIPIFUOY I Uf Paxy Infea Auadaud eas jo 28rud
aad © uo pareq 21w L3 amedaq wred uj JuapPYap are nwR 19p Sunerey
(€9) 1q2p Ked o Lumiqe woyas pinoys nnw)1 IqQ3g—

pan
Jooxd s, snp smsre 0y diay {4 ywamied-uon Jo U3 I uy prEE
158 2q $3nUA31 81y 1e JuFwANba1 reap v ML Jo 2w vy auaqoad
1j31 135W 0) PIPIVU $0IN0s3s AIEEsa0du Jo Paaprdap 3q 10U 1M NUALLUI
-a08) TESO[ 1Y) 06 ERUP B IE PIINIIS 3G WNW HPAP [E307] "IWNXI WAWTXEW
3P 01 NusmuIAc (€0 JO IPAD AN TN M AP 1P 3P 29 0
pawnsse 3Aey Auvua 1EgM UIEMID SIYEW put LYUEP IPNIY pasodozd oy 1

(s8) -pred 3q 1nu1192q—

Intro. 23D-1

Page 12 of 41



L

udpuadsp uopminb feuyN v 5 $u1, 198pnq padunjeq v smipsuoo nys
uydp 01 1dwdane 10u pinuys aamegstio A1 1) 243113 30NjWIOD) 3y L

_ “1ipng peose
15 ¥ SImjisuco jeya. Joj spaepurns 11 pynos Djendwoy g -

+ *$100U00 [uory L>ustidwd yspqueiss 01 uupde ey
Bo1 yBinotgs e1req 304 po us uo pojpury oq pMoN~tyas 1esy Buypusdwy jo
wp—aerw papp sy, “Lsessaou wadp dewr 2o10ndwory ap su sodaa Teuop
“fPpe pnt pue suopesddo 3o nuodas Suanenb $2nbos Wpyap (epnersgns
® paumu; Aty ey sangwo] o1 squapdde ‘st Puodds 341 suspey
“fpow 1a8pnq rRatew pue nalpng fenuue JO 431131 pue uojsvjqs 405 sgje>
SR [2 0 siqeyidde ‘a8ne ey sy, wruepaw Suponuow sty
< & pasodoud aaey am ‘ASuppaccoy u2qoid 213431 30w a uo Pom0)
3q pmogs s:0moe Liosjazadng tamag o Y BA313q 3Mpwwon) sy,

‘3149t 22011 ANA00NQ
PRSP FPweuy o mosoly LBuweanu) 3q pmoy Supoiuopy—

mardpupd Supuone; s wo pareq o rerodosd ayy ssqrond amg
3 Iq wousuy oy jo Supsoijuom 10 spraced o uopers;Soy Eam.o_m&e._
§} SMWWOD I ‘wopmININOD) NMG N 01 PPIY BduBuly (WO pasod
-<axd o up pauMIu0 wsmaumbaz 128pnq’ pasuereq o wamaiduwg o

uoyoynds7 s031uoRy Jvony pasodosg

umunooe Jiqnd pegpao mspuadapu; Lq peurues
xﬁgggaggwﬁé%a:&aéésiﬁ
IR Jo MopP 3P e thep oft Smﬂo»s_!:ctagsu_ﬂsfz
A e £y ‘paypazun s uodar 3 31 pafy Bupq nj Jo spuom X uppy
uodas penuue Lrewums aq jo uopsumexs e uuopad safjondwoy ap
.éza?s:!ivaazggﬂ.ge?ozwiemé

011904d 19Ul Jo uonvupoxg juspusdapur awy g —

. “131rondwon st £q nusumsmnbes yons
3«56838:23?.23338%5..?38“%
“B1q0 asey ‘Nusmpusmre pasodaxd 3 JO 39P 3apags o 0 Judmbasgne

um =_§?5§§388&2§=5§§
ﬂnﬂisggsgg.%ﬁg:&ﬂgnig.oﬁuc
v:ﬂlgﬂ?g.gggoﬂ 0 -183070%¥] oMY
13150 3q pinos usodar fenuus Lyvarams o pichay ol
§§§§§§5§g§o§fe§
uéuo?:i.:-_&-oﬂ»e PINOA pUe JuAmNINN [ePWO we se vop
"smuIoju) Swes oM A[Tepuases upniuco poa 110das Tenuae Areorums oy,
.aiz_sa?saastgasxsgg.saﬁ_i
oRRLOJU] YpUAN PuS 11w [EENEW Jo UONONP SANRTU ® umnm
OtTe proa 120das enuue Oemums sy L Py 4puasd wodas renuue

9

P woaj £13ite] nmesp wopenuojug yuertodusy 10 u0das jenuue Levmums v
atnbas pinoa srrp pedppungy feasusn ap o 1mawpudve pasodosd g,

taodayy ponuup Louing—

'suof1u811qo oy Jo uumuipand pur sa2sap0 NN Jo danieu A g0
anss] P JO 3248 AP Jo uoseds Lg Nepadosdde You sp wawes 90 e udgm

st Mo 1] s1uduwsarnbas annpsap prutson NP dpem o1 samexl oy suy
npondwon n L jepyo Dozporpne ue {yq Lipud Hupesg AP Jo Jietpdq uo
paullys 3q pinos e .—a_qu YL Seuduintidsol e jo suonenjues
-10 jenopreu Ly paredinuos spacputeis Jansupsip Lewinjos, 0y uopep)s

© 103 33(d 01 wa2muy paagnbas s sopjandmory oy L adjunduon anng ap

Jo uvpsiaadns i opun 1wsio) Spqpxay v QYs|Iqesd 3 pramwn] ‘paabas oq
PINCA Ya1qm uonsuLiojuy ay3 jo Bupsy) poqnep v ammims 4q xy o) wdwane
10U $30p 1] INq 0] IQEAN ® U] Jqe(IEAY UopEMIOJU) [ruLNUY YW
PINOM ] 310U 1o spuoq JO 31es 3t 0 Jopd papy 3q 01 JusuBINE [epPO
ue anbaz pmom mey souTuly 0] S O Yuswpusme pasodaad aqy,

awnog jopfjo—

UM R w0 eyt resodosd anyy, ‘sumeruerpom Supodas
88»?3535833:33535&353
Tepusuy jo msds sajrusgardne v PN 0y sy redprungy ressuasy pus
AUE UL 0] 8,508 MIN 0) SUOIIAAL SPUIWIMOOT PNWWOT) YL

"PA9] [RI3P4 3t 18 UB 23y A1mig o 3¢ 3q pmoys
uopemEs( o 1w popnpuco aavy aa samy, andeyy Uy 0] 31 moreas
oﬁhomdonuﬁqbu_ﬂségguavoonn._gﬂu.%
Sm[mwe) 3y Ny, "uopsmLcu) Jo uopmussasd pue Lirenb ‘adoos s uy
Ufrwa BPUIPYIp Auew ‘uopouny usau_un ® wuopad o) paudip 5 1qep
Jo uwnszy a1 Madras upni uy Bupendar uopepfsy Supsxs sy

uonoynday sunsojanq pasodosg ‘g

.. "TONTNE N} NOAIP 0) INTHUCO [TIM 39njuImo?)
A0 PIYM 0) L3NBE A HIYY, ‘[AI] IARE(SEES] 3P 3w payeyiqeIed oq P
“fiod xe) pue ‘pPuucezsd ‘armpusdxs punos 12 sannbas orre yuswuszacs jo
1800 o> Suifrenuoy sy wop [esodasd mo yetp 3A2f12q M pue sarnyppuadxa
tanuco 0 pouSip wouereq pue wEARP jo wasls € YqEIn Tw uopmpe
80D v 1343} reucpmIpTuco oy 1w payspduacce oq wed 1eyA 6y suopm
¢ 2131 “13AIMOY *0ureuy [edprunw jo smajqord oq 01 wopnios [inor aq
10u pnoa IpNIV pasodard nf Jo uondops 1eq weuBadss senpmmoy ag L
usmowm I Jo $p3au an Aq pasmbas asoq weq oy wxm Lp
Qasngsumgusgu»ﬂxmemoﬁ.a uonEX™ JO [A] ©
*% Paa3fA 3q L1qeqosd srom pmow opusBupucs 107 apractd 03 yEnoua gy
wr] Lue Hnwaq Prodde s woddo apy woxw 1201 {8 o nu| [es240
UB xJ PINOYE UORMINIUO) AN DM PAIPIIIOD ey ajanmor) Ay,
‘souRmmup palueyp 31jdsp pareanny aq ane] 10u PInod taxm ‘padnp
31 20u0 3T J23) JO MO SUGHINPAL X1 ABrINCONP PIMOM YT AeanL) 0)
wamasgnbaz 104 Pap-oMl ¥ 18 9]qEI9%10] 5 3} PIRPU] “Jatfal xv) 01 Lres

Intro. 23D-1

Page 13-0f 41



6

sea oudlap spp Ljrepyug ofqus awes s uo ddodd ay Jo sopmme M
pus spunj spiqnd jJo saamappridadxa 31 Sugriaaon00 sjepgo PR Jo pMMme
AP U23MIQ UMD Jupedadns] UL 1208 3am] dx ‘wwdd o8 wed o 1900
NS S U} PUL SNRIG PNJIN
o U $200) son udunLdAed asnmussardas Py sudpqod [eisdausdaol jo
uopdaosad sno uodn paseq ¢ 10U no ‘Gusucy NP o, SUOHRIIPI
tonpod uodn poseq you gy jusodoad spys Jo uvpmpuy 1p 01 uonddfqo QO
Punbas
§) puE oA Juawpuawe feuonminsuod ySnonp ardoad ap jo reacadds p
Jyu] 3t PSAOXD o1, “nwou] 1ydim nuawusasod o] 199p jo 1unowe dp Supxy
WHOPUANE [LOOHIMNALUOD ¢ PInposd nso ey Jo wedury ang Y, “asdepoo pue
uopeinads ‘uopsundxa prosjjes Jo poprad aapoun Sugpuojoy Fegt up padopu
¥ea 1q2p [©0{ UO WYY [BUCHMIPFUCD Y $NEIS 110421 ]INJUNDOY) NP SV
: ‘wnuaAas paredppus noqia 1qap Led 01 psasog ud sea NG
a1, "L8gt Jo dpuvqg pafre-08 3 ) IY £[S1343% ATIM PIYAM SPEOIITLL O IPAD
0] 1u3{ 3108 AP PYa uj popad v Sujmorio) pardope e uopmpsuo) YL
“uopmnsuo) obgs | Aq 23038 3 wodn pasoduy yery sea 3g3p MdU Jo uon
‘52D 00 04 0) pIywe 3q jdoad 1y 1 wamanMbas EuopMpIU Ay
.ﬂﬂk , *ao110q {vwm Lips MuswnIaA0S [wof Yo
. UROUNe A WP 0} W Wa3) FUTTINP 0) Jamod AP MM PAIIA
aq upeSe aamemSyy ap 1o !&.L AMWEOD AL, “uopmpIuoD) A 4q
pogpads Junoure 3y puoksq panymuad aq pinoys Sujaaiiog 1UAIXD 1TYM 0)
puv vaga ampaoard umpualajaz paqiosaid a ySnonp ‘sppep o1 Jamod
aq g AP o 3doad atp o1 2aeaq 01 paulisep rea Jujeneos yeY Y, ‘uopMInS
-uop) 3 uj uopsiacsd Jywiy 1GIP S Suppnpou) 205 uoseas dyseq Y 97 19pI0
pue Lhppdme 20 Yareas 0] U] HOOHIAO ININUWOY) Y 1BYM “SIAIMOH
‘uopMINsuco $ggt A 01 P WOPIA} 1LY JO MNQE YL NHjulj] YOns xy
o1 hipopny pry aamemBay o ‘atojorasay g, Fggt dup uopmpsu) Aeg
Y uy papnpPu} uq ey i) YT, anouf Lem HusmLIACS [B30] PJYM 1P
.no.wn:_uo AP Jo uopmNSUoYD Y wosy uoprumyp RRin pue IR
‘3o 4q poddem qivd pajpaaen [ 3 AofI0} 01 UsOYD SEY dNWWOD
3y ‘vopnjuod feuonminsed o Buriun o1 dadne n) up “APreunuojun

nuryI95q

3amaq Lue uzaq

sary tpraser Armuap) piopusa ), pnosd 9310 Mo jo Lum up ¥OOW pinopy
“Aypmas srenbapewr 9q 01 paacad spreoapres anmyuso usnPury 2 U POIS
“RMELP 0 noNEY

-u} e o} Supusuy EUONUIATOEO UNNIQO Jouwe PYM werdinud ng—m ._M
o1 I5Y] JO 310 30 JOPU3| AP NWOIAQ 01 wdunLIACS ypmaad o,

‘sasod.md opiqnd

{euonipen 10} PaAsaL 3q PINOYS NPAD [MusaruIaAol Jo urof 10 I8 o
‘sto] ysugeSe paundos L) 9q ued NusmuIAA0S [ed0] pus NMe O MU

*3u0 0y om) Jtomye {q Po1dafas

pue (jusmpuamy 1wawdojaaqg hijuntmmon ay 1) pasodosd sem usutpuaure

ey v 1461 up ‘opefy ‘payefas sem uonmintuos eqy ,,sasodind ony

8

-«qnd 10) (p1c) sasodand yudtudopaadp Lunuiod pue djouodd oy, * * * suro]
put ol oyuur 01 NEdWUIdACY [rI0], PINjIdd dat] PO HoPMfIsHE
Lg61 posodasd o ‘srers 3amtununn ap sy Paddfaz uadq daey pasotlosd
mou saffuetp oy ‘Kamudd spp uj apdoad iy 01 padsaad Lmosassd unm
suopeodiod sjgnd 61 PIPUNIXD SLM WP diEl JO
uvoq 10 18 aip wupede vopyeigoad atp (gE61) ‘Lmanad PdPUdMI I 1Y
‘spuetsap
(s281%)) Lresodwnucd o1 djqejfeae apuws aq uwd spung Njgnd wp os suon
-pqaad asoip Jo Juaowdz 3y 8y pasndaad mou sp Ay “Lansean apnd ap
10 aprut uoY sputtuap s uensds 03 djduad sy kg pardope 21m suonigny
-o3d Lamuso yiuadnupu sroyy, (g8 *d e woday) , hapos Lesoduinos jo
spUEWDP NP 01 pAs-{{] e suonjqitjuad Lmnad udAu,, e NEiling
samguwo) an L, ‘glgt 01 z01ud elep 01 yorq  dyEy pnom ABueyd v yang
-armemBa) o 4q pornoine usym Yo 10d10d Neansd
30 diyssaumo ojiqnd ijuiiad pinoa 1] ‘suopriodicd svaud pue dqignd Yioq
01 sueoj Jo s3xuesend pue suvof yyusad pom uojepacad mou oy g (45 d e
110d3Y]) . IITA PPIaV JO t UORDIE U] PaujRIuCd Mou suso] pue njl wujele
uopiqyyosd [Euopipen s,3108 maN wayj a8uey yreq v nuasadas, IT1IA
aPuY Jo 1 uondag pasodoad jo suojsjacad o rey sms NUMOD ML

suvoy puv /10

‘lupnos asop
pur 212qap oj1qnd 105 Swmp sjdure rpaoge 1Y e n{ 39 0 paulisap sf ‘owos
-J3GWND 00} PIRIIP U0 JUIWPUIUTE [EUOHMPIIUO JO sr00sd mops 4L,

24paD nuswusaacs (o] jo ueot pue I8 o wurede
uopiqryosd atp JO [EACWI P puw UopMpsuOD NN uj uojsiacad
Q9P A} ANEUIWY|D 0) SUONEBPUIWOIAT 5N} M ITeP M IIAIMOH )} O
nuswpuawe Supnjuco pue Apnun AP pue YORMIILUSD Y JO TTIA dPNIY
30 aamzu pawdwod 2 01 suon2fqo 8,3 WWOD gt M 3ule ap

JINTAILVLS ALNONIN
SMIIA TVNAIAIAN]I ANV ALIMONIWN 40 LINIWHLV.LS

2y8nos Joraa
a1 Joj *iFEq ® 1INCO U YSIIQEMI 01 3AeYy PInom 13jjondwo) a duss wwm
-2220jus Arenique wuiede 13010:d 0y saasds ose Yoeozdde sy, -ouwdwed
oqe Suuq 01 yuspne 3q (M 3fjondwo) ayy 4q wonde 1Mod jo Litliq
4evod 2 suonEmI 10w Ut Jerp Par>adxd 87 1] WIWIIIOJU 10] J|qpEucdsaL
osre Supioyuout 10 aqisucdsal TEPYIO I IYETr 0) JQRIIIP 81 3] 3AI|[2q IM
saueay redo] o1 Supejal sme] P4 duejdwoo 3AN33P2 ATy 0) 1IpIO U]

‘suopemial pue tue] Bduruy (o] PiM duerdmoo
{3dwos 01 uned o of & Kisoyine aaey proys sdpondwor) AL -

~eare s Uy omaadxd QA Jeis € sey oym Bjjondule)
a1 01 pamnud 3q pinoys pue Kojopoyow Sununcoe Jutajoas uo yed up

Intro. 23D-1

Page 14 of 41



smjmuto)) jepsds e 4 jeacsdde aa
9104 dapragys we axubas tanme;
D] [eronMpTUC N saouds

inbaas ‘suoyssas aapemisy wasapip oy
M) uj 3104 Ipaf-om1 B dapnbas g
iparsatling uadq aaey saupierange mopey

o 03 predas aq pasn edpupd ou pue I
IWOF §7 301[2 [[e 8] INUIA plir—1sed
A uf suopediino wi Yuog L
1d 30 01 panjugns 3 ‘1 suesly
nhunwud 3q o) seadde pagtIn
‘nopescuu] Yins 0y Nsmbossid ¢ you

WU OU puk pamdug ses 1 on
o g vy Loy se—sqpeg 133foud Mt
P e Jou op gy asups paud)d.
PR§ 110JdIEY Mau [epuwsqne B

wa RyEdo
Supessdo woya

nuswmnire Bupjad
e-fucpmpmy| X0 n) jo
Mmoo 3
01 paulyeap ) resodazd sompurmon oy :Bupmossoq
agsgc_axz:muﬁri?”
Buggggug—vﬂdgﬂmﬂi

10t 1w areae ¢ Sriqnd o 1t 15388 o

ot
~dwnsse a1 wos) Panpugus s; 9f Sws WS e g jndgpp oy g

w(pondidng spveydusa) inauniaaos say pue LyD Yoy s jo dpdoxd
M JO £4159p AN JU SUUN U] NI 00) e suoisansd Juwaxd
N e L12eapd motps *AD g0y Moy 10) Apegnonad ayg WPp M
)0 frunupusmy 1w ndwane 10 nuswpuswe pareadas jo Lowpy oy g,

$21023 201w
oD 1ty ‘us Hugop up -pasudoxd mou et se nopInjos dues ap pIpuatmo
334 (Hnpoaatesyp 2aquinu duo Yium) uohepdosy s JO HopUIANGY) ruunm
“Psuo) Ay uo LY feyadds paipinBunnp s ‘LoGr uj 1odas Ny uf
(09 *d 10 ‘vadnr)  2apdasap,, 1 pajjed
uojmunion LY puejoly DA ML ‘s Kjgenbs 5 spuoq uopuqo
jeiow,, Jo ouene} 4q annd9xs ay pus amemSa ap 4q apew sjesodoad
Bujmowioq 135(a1 o1 suopspap spqnd oy Sugpeas Jo nmsas oy “uodas vy
T1019p Jwosame uj paruasd s} ‘lpofew sonpurmon sy Aq PAITI0ADE £} sB
*aame8ry o 01 Supyew uoppap Pns Bujaesq jo 1ap0 »u.uu&o%m )
*puads yusw
“u12408 3avy 01 ynm 100 op Lot Supensuowsp LBupranuy are Lo s
PUE pasoioq 33t 01 qipa j0u op o parensuowmap Lipsreadas saey aidoad
31 PIYA spam] Jo Jvyaq 8,31doad st Bo Sumosioq 1940 sTepmo apqnd o
UORADAP AR PUTYUI J2qUMJ 03 IWP 3P 9 Y LY ARG 10U Op Ip
‘pauaas duo ..._ﬂ PiTeA o2 0] rosdde
[EuOp|pEL IEM 1T 2uns 00 30T 21w IM, FEPPO df1qnd 01 papioge UONADIP
o azjmpcews 03 NIt YYM IrawuLIA0S JapTmwarazdas 0y peordde revopgp
"t 3 01 K1ype 3] "3a0qe o Jo (1w sprefaswp rweodosd eanpunmon oy,
"pousaAc8 aze oym ardoad ot jo tuopendse pue spsou rausmiAod o Sy
2fuouiey Jo 3jos |epus ) mouad 0) L[PAR39RI aMIN) Y uy Ajqeun aq
T wswasaof aapnuanida yeq aq [om Lida Lem 3 TEPYo JusmnIA08
Jo 13mod 3tn uodn suondnw parepurm-lire;ndod NS Juasqe ‘paspuy
‘Buocum 51 aprape suindod o 1ot Lee o paredazdun are om sed
an up Lyjiqpog 19| parpn saey sepgo PONP P4 Ul duuTm s
Jo 1lip ul srepgo Pa1sp s 01 0w wep sv hiyiqpep o) a8 0
paredaud are apdoad o uagm vid ue uy 9q o) seadde s ‘“oucus puads pue
aouroq 01 sresodoud priuamusancy jo snopdafas pareadas Jo 1uco o ug
"SUORMASUY JNRIOWIP IO jo vonesado
o Jo KL u) 7P uopdTAl dfIqnd A 1LY pumispun o) 1dwsne wnm
90 ‘2adaidurf 10 asgmun ‘porgBys-uioys Ppus Yy 68 sanseg Sfjqnd o) casuods
1 remndod pawadar 13f21 Lidwye Jouues w0 ‘hyapos ypeoomap v up
*2ouafraagp aq jo mpeay
o jo oidurexs ¥93%7 o1 o] 81 woppodosg ¢ erwIoNTED ‘uopaqar uaked
.xs-Bgcssguoiuac.ggavﬁgigg
sydoad oy pus sepgo dyqnd jo wpmme A usmdq DUl oy
‘PIP 30u0 3} ueth
[euopes 0w Iy suraas uopoeas remdod am ‘raver ereak 9t 01 ot Jo aspdeds
2d v maz) sy pur pargSpasoys s uopmdo angnd jo exaprom £q posn
TP 202M suonnfar 30N ATYM “tpIm] IusmuIACS pusds pue moiroq 0
Mepmo parap 4q spesodoud jo 13104 p 4q suondsfas pareada uy padaYaL

Intro. 23D-1
Page 15 of 41



4]

J0 anmren8 pue susoy ynusd pmom e wodar Lypzofew o resodosd
u...N Supsoddo 1y “31) uopsos ey pue a8 ap wo ..o_._saoﬂ._ uu..m:o._mzn
Jo £uo3u30xa 3y 01 s Lipsougw s uj sujof winawaoy ' TV
1qop R_E._Mgﬁoaoa 1101 1O N{IL}] [BUChMpIU Jo uopuaal 01 13deas M
u VHOUI 31 i 30l wvaleg 1oy pue Nvasuso) N ouvMuy

reveanng °f 29xmevan
vy *H xoLungg
NIEIIVH *g Fwogom

*ajdodd oy 4q 138 ersrownaed “
poerd 2q wopannp pue Lipyqpeoy 1w soyym Lpouna oy, .b__"..._uw__
Pus uopap amivigita) oq jo spuey sy upps eoed Spofew any, sep
" voppod Liptourm am puv 1uged Lipofewm URVMIQ VUIARPIP AT,

BNfURITICO [e30] 01 Huesd e pus feapay

"uoRMATu ¥ Jo 1d20u0o MusTTepuUn) o 8 -} uodn paoerd
FIORARL 24wy Imm amismBat o e g vopdfqo 8 Lpourm aqy,
. d musm
-u13408 01 wopnjos Rempm St e Supmatioq afemoonp Sggaﬂatﬂzt
Yampusure [eucnmpsucd Jo tooxd Juarmd 3 o 331 2q pmoyr way
n..__a!.o 10] pue 3ouweuy a1y i uf suonmpmyy seudosdde 3g Supey qiog
J0 ss00ad a1 “2aaamoy ‘suopenrea L1s3dasd 1eas uo Bupdias jo mavds yuaamo
s—.gaoeunai.:&o_:o.g?.agggugg
378 [MM sUCRE L] 193p URNIU PMOYS UORNINMOD T e 2A3[19q 9.

2apuaBus Ljqn 1Q9p pastanu!
ﬁar%gg_oﬁueggmﬂum&:ﬁuhﬁgh
M_t goﬁuoﬁo»oﬁuu_:s.mas.-?ﬁiag?sg
103A11U) UR U343 InoqM) NPy 1qap Supreanuy uo oa ~Samupiory
oms, ® 305 resodard ¢3snpurmory sy ‘paspuy vuonwymy 1qap Nepdardde
.._ama.!uv 01 amieprBry 3t Jo uopapsp a0t ap & 1] 8343 PYA Proad
ue jo oav) u} poucentaf aq suonmymyy 1q3p feuopmipsuoo jo sntuuy
N 1wy vopniing vemmunoe) sp mya LBuans sauenp apy oA
Maw_.. ap up das v o7 ‘onea Luadoad Teas uo Suphias jo warsds 1ussead atp
q pepjacad 5 we sanuanaz ng jo Rawmoreq JApuapidmos aom v Supy;
Tin 4q ‘supnqapuy moup o uopesediod redppunw ® jo Hpqede E10]
"SRR SPIEMOY 3MjmImoD) Y Aq uayey yoreosdde pessual 3P 3A39q aM

«"9n3eid piTea Jo Jupq st 0 usapp u uorefo
Suyproar uy a1ms o Yerp Juredde %1 9] g .nﬁﬁo_”nﬂsﬁh
Of1 U33q $2Y 259 1 POpPNRU0D 57 3| Pa1s 3q 01 suotEAI I 04
: b5 ueyd
P eq 10 pavaddey sey eqm 1u3aand o ﬁuoﬁu—“ﬂoﬂaﬂa _m
[EuoRMpmod A M2 Jey aanensuowap 3q pmoa 3t o.Ea
| uj Suppunjas pyyea 20 uonepmbyy n1 10§ uoysaosd epaww) o
“Pa 99p Arezodwar 91e82188e mowwsous pey e aq pue p o gy,

:a10am wisppd dlewd Yy iy
oy puw ok d I ‘py) Ao 4208 MON g sis1ad qupuenty dnuadsap,, ange

- Shayqronap 301)e [ajaay 8pnf ((9l61) sh1 gft pecA°N 68 ‘ym$ s upa4) v

-uoprdppaed 3y
«qnd jo uopivtijut]}d Jo dtusdxd dtp 38 Iou NG ‘dneaysdp ¥ suoistaoad Jupsixo
o Jo uonezpudpour pue wswsosduwy Bupmosroq dpqnd Supruopue uy
aredppued 01 apasap ajdoad 2 10) [ePHUId SUEIDT 3] A1) M 1240
<10J\ PIRAPE-II se Hupmaiioq NNIdE] 0) 110D L) PIIUFANCD D8 I

(LgBt Avyy ‘nopeporsy ssddmey hunony .
o MIN ‘IMjtuwo) [eRads 3yl Jo nioddy ‘uopNse) MEIg WOX
Ma)] OY) JO UOSIADY 10] SUOHEPUILUININY) ,, PITEIIOUL 3q PInoYs
IIA Py uy pdujeucd uopedpnaed (edo] J0) soxm ANeisd ras
. Aq pases 9q 03 Junoane A uo suopmpwgy o (q) pue 1gp porsoddns
xm J¢ uo iyl 1ydry parepjjosuod v oq et IR YD O PaEd 3q
PINOYS IJA 3PNV U} PIUEIN0D SRUPANGIPU] [BI0] UO SUCHEIW] AN
(v) 1ng paussIaz aq pMmors suopmjwy pATpucts A[EUCHIMISUCD YL,
120UBnY JrsmuAcS [E30] A BONDIUND U] LMO]
+{o} se wred uj NoIM ‘uopepPossy svilmey Liuno) WOX MIN 3 Jo uopm
-NtuoD NS 3 Jo UOIAIY U0 3Mjuruo) Tepads oM Lobt uy Apreung
«38emae Bujsow 1ead-2ay € ury
Jaqex Jead-03rq v no poreq ‘Aifeal 9|qEXT JO anfea (N ATt JO %51 0
%01 wogy pareanu} 3q PINOYs IUPAGIPU} Jnduy 03 rmod feranal
sAag o ¢+ * + (mawp) dwidas o, “patptjoqe aq * * * pmogy i) y10x
maN 01 djuo ajqedjidde a3 YA suopsn s 1w 1Gap fepads aq (v,

:(6 pue g dd
1e Lg61 ‘6 Lepy "uopuaALO) TRUChHMINSUOY O3 WO 2010 WIBY, 8 204ep] JYL
uswipuauy ouotnnisuo) pesodosd puv 3i0day) Noim dnosl pogsnd
-anep 187 ], *uONUIAUOCD) [FUONMINOY I U0 DI04 Yre L ¢ Lespur] Jo0kew
Aq LgB1 up pasodozd rem ywmr nqIp reuOnMINSUCY 2 Surdens nopis
ITIA PPV Jo suomtaoid ot jo Kipxapdmoo atp Sugaapas jo porpam 2uQ

‘o8 (1961) ‘g9 ‘oN D0q dapwEmBr] “A'N ‘voyniIu0)
xojduwo) v Jupkfydung ‘uopminsuop > Jo uopwyidmis pue uomady
AP uo uosywmoy) Arerodura ] ,, UOPNINSUOY YN WOIJ NNW] XeI PUL IGIP
sA0uR1 01 APEa1 MOU 10U 87 YWOX MIN JO mg o (yer pue) ° * * ‘uopmips
-u0) o uy proas Ay Susmotsoq d1iqnd Jo jonuco 10) sardpuyd apreq o
Suyaey up NEUNI0] UG FEY NG YOX MIN] IBY) PIOUTAUCD,, SBA )] I}
aNoam pue Pur 3N MM 3ule 10u pp ‘Paamoy JIN} uossAImIOD YT,

*(ver ye 1§ ‘oN) uopm

AtuoD AN®S Y JO UOHIAYY pue uopeyydmig 3y 10} wopssyurmoy) Lrezod
13 3, 31 Jo 1odas gers o 01 eay 1e Prq 308 resodosd uoysas om g,
“A10vsyy 2Al7a2 ‘pies U29q FEY I “TIM I ‘Op M 3T ‘W Surzrevopmipsu; 4q
wed o Jo e10112 o punodwios 10u pmoys ap, “Apredoa{ fepuvuy ur NG
WOx MaN pue L3t pox MIN paoerd ardoad ap Lq wopsmep Sugproay

-aaey we—-Aed wnuw
‘oM atoq—ajdoad o 1 1500 yuamursacd Supreanu; wo 13> Snmenoar
aures 3y sey ‘IAamoq ‘suonwdBng s jo auoy ,, ueeog Supmonoq , 10

©

Intro. 23D-1

Page 16 of 41



1]

SEA Wi} 199D YL ‘SnUN0d 1o pue (1330 pue ojeyng 10} M3
3w IEY 1e) 000'001 4340 JO uoneindod w s sanp uo g} xey u pue ._E“
199p v pasodiu) tpym pordop sem WIPUNLE jEvopMIpINGD © hggy up

1qop fedppn jo

o PIpuSmIOma SupNqIpuy (w307 wo senqumon -

Lem 3 prgm 10y odmd o Suuyep pus 4mouy fem rﬁﬁsﬂ:ﬁﬁzﬂ

1UPNGRpUj .uo lunoure oy Suppuy,, vopaord reuopmpsucd ¥ ‘sBupn

® 0) amod

umepiy o dq parean rom §l-slge Jo uopstrmmmon 383.....89.&.5
wprosa: 0y Lomom pusy o 4y

ggESSEglg?gshoﬂ.gaMu?“

§.s§as§§3§§s§€§?§aze§a~

$P310T ey ZoyRInIWWD SUO Py anqea L11d
Egsg_ﬂ.%sﬂoﬁg:?:agiﬁta
3 Suymonoy 355?33_333!3%}33_3

Eaﬂgﬁ&iéis.ﬁugﬂz.gn

sreapd 01 3[pan resoy jo Buppusy o o O pu ‘s2upnqepuy mou
Pnoo iwemuranas rwo; v pym so _E-au:oaauﬁ:ﬂ:nvu._ﬂosh
g&iagvsguo:g Tenopmpsuoy Logt o 1y

PaTLs amiem By o §9g¢ uy ‘uopsacad TeuoRNINsUoS s o .....!.E&

_ _ WUPID I
o] pus 1g9p Supsenuoo Uswom Sujuorioq Ymawmssere .u.oaﬁswus H:u%._.

3]

3N A pue,, Saleps paesodsvous pue 12 Jo wonermedio as 10)
ptsual o1 antepethry o Jo hwnp ap oy apeus ypyys asryd 01y up ind svep
T pue paafas sem qusodoad $.3onpunon) Ay, 193 [£20] Jo duenssy o
1o sucpapnsal fepueisgng nd asey ppnos ey apppae ue parsodas suoyiesod
=10]) [edpsimiy to o AN NopudueY [ruopmInTUC) glgt A 1y
9" SUPNGIPU}
fedpjunu wo SUOHONSS [EHONIMNISU) 10) uoneySe vo inolq sares xo
Bmpsedsduy se f1om se dandesd 511 3340 uomnogasddy “Lmad o yinenp
U] prosyes manued o1 pasfle Ypim wqedwos prospies wos) ydoie jo
aveydand iy 20 sptroeg dnssy v unildq pey sindutusased jesoy solg: o L
#3159 Pjjot  uo nopezodiod 2y jo 1ppas o
Supysyiqens,, sem 1) Jmp uopsadw) a4y 5pun o8 prp 3 ‘spuoq atp Jo Buw
e 3 pHoying amapsiie] s uaym yrey Sip wwaead ap Suppnpu;
nuawssacidwy mde 10y Ly o 4q Pasmouy 1qap wmaarasoye go Led o3 Ly
~loqmns sy 3y8nos i wpuoq Suppuny anty 03 uopssymasad 10§ arnyem>y s
Pouonnad a1y y10x 43N 30 i) o s1gY up Y “amaweiEy o dq [eacad
<dv sypads panynbaz soppmsses redproma jo souen Sq 3w 1w 1V ‘spazp
-uny usnyBy Li1ee o (pum nqap &!gggagg

punoSyovg jpouoyy v

_ RNy
uaouﬂbvﬁoakzsoabianesuxgaozo&ia
W Jo nos PUIP} Pus Y10 MIN JO ANME 5 U} KOUTTY E20] JO wOP
éz?bssi.gwaéauas.obﬁzoeaﬂoig%ﬂﬂh

.33-:558§u§_na_ﬂh>onntq_wﬂﬂ_§~ ®usm
g-sgoﬁv:gg_ﬂsgofgmﬁnag
vﬁaabonﬁdabggagoﬂguo:obauﬁioﬂl
aq uy Juﬂuﬂuwvnhxzanuisg.ﬁvﬁo%n&ﬂgagg

ANNOYONIVY XAHOLNLVIE ANV TVNOILN.LILSNOD
INO YALAVHD

*Uonde aApers]
&Su&ﬂgbt&a-uc;gg-geﬂag%w%
3q pmoye prenfayes ruop[ppe smos ‘Supmpun 10 uopesodic Tenpia
%ﬁsﬁnmns.8»08»5.—9&5..32:8.88&8.58&
T00] ® Rzp0mne armepySy o a9ga 1T RudfPq ‘Aa0Y ‘ucuiouvo))
N TITA 3PIIY Jo 1 uofdag U} PaufRIu0y Mou sweof pue ny8 sruyeSe enop
amod pajmap asom s 207 prepums , ss0dmd spqnd,, PpeoIq ¥ 23mpsgns
01 uoREpUIWWOSA $,39NWWOD P Uf LINIUCO [ ‘Nos¥ONNOD) ‘A NHof

INIWILVIS TVNOILIAQY

(pors
arsodioo reapd jo diqeraumo nqnd yyusad 10 suopwsodion aeapd o) eueoy

Intro. 23D-1

Page 17 of 41



[

3PP PUS N1 UIIMIQ UCHEI [EINY IY) PUT U] XTI PUB IGIP [EUOPAINS
103 3 SujusoU0d suonEpUdWILXN 13)0 put Apms 0y SN WM
91 ® poyujedde ai00jy ) yueag sdpondwoey aewg ‘L SaquaRg uf
3 . Mt [220uaf © Uy ueyt e uop
-mpsuc) ap nj * * * Buvyd 3P Jo uoympu} 1P 01 Pay 1Y LiMud © ey
uttp 0w Jo uonIpen P uo Liusuunod €, 5} teal ud up upeSe pasgass
3q 01 pey uopmpruoy ap e 1) g, “ASiwddsord jo poudd v Buunp
suonipuco 0y Aepdaiddeu; orosd 01 20w Ao Ing ‘vopsnudaq ap Suj
“mp ouvug (0] uo Bupyuip o porssyas saBueyd o Jo Luems qnop oN
senusmmba Loymes Supnxd o1 s0 ssoupaigopuy s o1 Supeps suop
4aoud pruonmpsuco Superxs usy 01 moSopeue ams padope Loy suoss
-01d 2 jo Awew pur sppIs Mau 2 vy Loyjod TeuopMpsucd Jo Aymuogjun
® 3anipe 0 padoy uopuasuoy) [eucpnIpsuoD) g6t atp o saedaap aqr
‘NuIwuidAcl
Twoi 4q 3qop jo wuwnen o Supuzaacd mug oweq o Pouemar twy nq
‘s 2up inwenbas) popuamre g sey vy Bdueuyy 0T L 1o LMY
18 PN uo poreumu anM trmod pus souR ] woj3q papuaday
SA¥] JO ANPIPS ¥ Surpnpuy NESWPUIEE 34U PARYO UOITWWOY) I
“{puanbosgng op'2¥61 u amiemBey s kq prdope sem mwy 2B [0
YRIP N ¢ PNTID fem uojIWWOD) duruly redpunp P 9qnsas ¢ sy
srandep afuss v up 3oe8
“0 148na1q aq 01 Ay pinom ouTUY [wof 0 Supepa suopyacid aapesado
PUE Padjaal 3q 01 24wy pinom suopsiaoad 3apesedou nopmipsuo) S Yiym
Auomrey oyuy 1) Supaq 01 oisraas pasu pmom 310x MaN Uy Mey Kroimime se
tnojaqo surmaq 3 'g¥61 ug ITIAX puv ITIA BPRIV jo uopdope ap 1)y
8 ‘I11A v 4q paqioraud sy 169p resawa8 sy 2a0qe pue 140
wrnnd omt jo yjary 199p Sujmoy ® 207 sapjacad osge 37 yeare prepuersgns jo
UCHMITIGEYS 3 J0] pue 3woouy mof Jo suowad o) Supmoy 1uss mof Ipia
-axd 01 suoymarpqns ponfrod gy pue a1ng 9 siqeus 01 (IIIAX 3PV poreu
“3mp) spnave 2ujmoq v pardope ose smedspp s uopwaAuC) §561 aT 1Y
*1QIP ULISIIOYS VLI UO 0]AIN 1GIP
3 jo ywouled o 205 pasyes saxw Jo yunoure 3 Aq PIdnpas a:9m sasodind
Suprsdo 107 posjes 2q pmoo PYM taxm gy, “Ausadasd reuossnd apnpe o
PagIpom A uopmpwy] X® 1L jo uopmndmod ay g, ‘pauodssod rem arep
z_uoﬁueuwaeaa?a:us%_ois%afizﬁoﬁ
“Pants] 30U are 1pUOQ ANERQ ,1qIP WOIUEY 1 n pannsy
1 193p 3], ‘Bupueuy of-nolse-led aBemosus Sgevn _.”.v.“.o%_n“&
4L "SnUsAI JUALND WOI) Sprw Jusmaacsdany mides 10) amppuadxe
UfEL0-R0Y] 1G3P ST 100 ING—IN] X¥) I WoI) PapnpPxa JonxNs Mou v
TUCHUANI PUT SUCHEOYHTP N0 TIM KICHMPIAD 1P MOLEA 31 1malo
PRI suonsas YN Jusmesse renuue s of mey saqre: snpea Auradosd
Egog-iﬁaasgéagagiuvoﬁaogu
gmgaangucgv.ugoﬁg&gagsss«ﬁ__
a¥nunnd uangp quserd ot jo et 1q3p wmiojum Supsyxs p Jo owyd
U] IS IGIP TeUORMINEU0Y) Y3 29pun 1gBnosq oM sBeiia pur sumoy,
‘NN ez vodn Huzm
gsﬂnsgsﬂ.aasuvgsak&us&sucg?ug

91

SIP 21y 30 SONSP [ooyds ‘sTe(IA SUMOI QNI ‘SINUNCD UEL) IAI0) ton
-e10d100 2110 30 [eddjun v jo uonran ap paqprord § UGNIG MU Y

-asocind 1pns 105 1ede 135 3 feys
Lyppedot oy 3o , sanudads 1y, At ‘uopemdosdde wpns jo aznpey v
$1 21 J} ‘aprau 2q [jeqs suopedjqo UL O UNDIID Pl Tpiiog U
edpupd pur soupngdpuy e vo w1y 10) uopvadosdde jenuue—

fuopdINIUCd Y0P 10 |
Nsuest pydus Addng 12104 10) t1wad Layy Jo Hypaninws wmurxews v yarm
spuog punj Jupyuss 10 spuoq fepas o dnest Luwr N1y Y04 MON—

fyudaspeastyg s0pad 1edqquus o Jo
£230%3 U Juauad oS utyy asout 3q 1{eys Bujpunjas Jo aved p upadad
- Yedpupud jo wawpmsuy on pue nudwEIY] [enuue up ajqeded
spuoq Te1ds 3q fleys 1qap Lrerodwsdy uveyl 1910 SBUPAGIPUY [Te—

thygredoy Buy

“NEv} 3T JONPAD put Wife] 31 ] PURYSQ SATY [[eqe 92UPNQIPUT [TE—
tporpzoyIne poprad

a1 puokaq 1q9p Jo usmiedas puaxs 03 pasn aq 10u Lew Suppunjar—
tareaf

Auoy uw 138001 107 30U 1A Lue up pue 1aford I jo UMM
arqeqoxd Jo popad s puokaq parvenuco 3q 10u Lew sRuPNgIpuUI~

1mo[o] e 2x0m Aoy, 2y, FPAD [ed01 uaSuans pue
aaraeasd 0 * ° ° [epwINK * ¢+, 313M I[3) LUNJRIP I PIYM suotacd Ao
parezodioouy 3% suopesodiod sqnd 01 ¥pas you ing ‘Ausadord 10 Kruowr
jo Bupueot 10 Bupai® o pmisd 01 papusnm sma , uopriodios, mrn aqy
‘uopsaaxd sueor pue nj18,, om urmys 1gBnazq 2194 KNP JoowPS OPURA
-uoy) feuonmntuo) g6t s 1 pardope cem apnIE dUEny [Eo] AU v
01,/ PUTIIIPUN 01 IMOYIP PUe Appajmum
3 3pvw pire LjquIapysucd 11 I pauathBus] PP armvy epuanbasucour
10 Lioyproen {jawanx ue Jo unjo ‘tuopwymenb pue suondwaxs sgpads
P3{IE0P JO IpMININW © PIK,, UOPMIPSLOD A JO [ITA "MV JO 1X3) 33 U3p
-inq 01 reM RSTE Y JO Wy YT, Yusmaacaduwy paourny LjpEd0; apIl]
EA 21211 MNEdaq uossasdaqy 1raln) o Surmp RBuwy ou arm a1Iy Y ‘smors
w00 13710 uo pardmane a1am pue Ls61 pus 4161 Gobr ‘66g1 wy 35wd yoor
niuep s, ‘wnp jo dnasd v 10 &1p o uy vopenys semopred ag o) Ajuo
p3tidde A ©8uey [ruonmnsues Supmsat £q 10 9 [e31 J0 anqeA possas
+e o) Sapreanuy 4q ywy] 1g2p IR punoe 138 pmom Hrp v ‘Nusunacidan
sjqnd 2urUY 0) BNP 3jqEua 0) I3pI0 Uj Nveq [e3ma03td B U PaTIEINYT
A W) 1qIP frUOnNMIPIN0S a5 §E61 0) FBgt wouy porrad o Suumg
7'S9RUN0O PUB SR [T SPNPU 01 UORIISP YPNW INOYIA papaedxd
feM UONTINEIY 1G3P N HonpUIAROY [wuopmnsuor) ¥g1 oM IV “djAIs 1q2p
103 pasnbas runowre atp uo nd sem yymyp xm o)y “liradoad jeuonsad pue
7831 JO IN[RA Poesasre 31 JO Jun1ad om) 18 poxy sem sosodind 1o 20 Hunod
10] YWy} XB) AYY, ‘WSS [EIX JO INJRA PassIste Y1 JO JudId U N poxy

Intro. 23D-1

Page 18 of 41



conforming changes in statutory law.%
Between 1949 and 1958, amendments implementing the following Com-
mittee proposals were adopted:

~the exclusion of budget notes from the debt limit;
—the exclusion of certain revenue producing debe;

—the substitution of full value for assessed value in the computation
of debt and tax limits;

~the exclusion from the New York City debt limit of certain debe for
health, transit and educationa) purposes;

—except for New York City, authorizsation for pay-as-you.go financing
outside debt and tax _.B..N

—the establishment of separate debe limits for school districts within
certain citles,

SE:.ES;asnoﬁE.ﬁtlasga?EE!o:Es:%
tions of its time, as was the work of the 1938 Conventlon, the result was a
gv_ﬂggégng_ounﬂzﬁae.&%ﬁ_a
19g8.58 X

Since the early 1950's, when the Moore Commission made its proposals,
local finance amendments to the Constitution have been few.$t The pro-

down to defeat when the ﬂ“w_o disapproved the proposed Constitution in

1967, apparently over the of state aid to us {nsttutions. It is not
auﬂgﬁn-&%tcn—a_ﬁ#io:.:s.

B. The New York City Fiscal Crisis

This section explores the question of how, with so much constitutional
and statutory detall on the subject of local finance, the New York City fistal
crisis could have occurred,

In the carly 1g0o's, the City of New York began to have annual binlget
deficits.?® They were nanced by defick borrowing. The ‘T'emporary Com-
mlsion on City Finances warned in 1966 that this “might well lead to fur-
ther deterioration In the Chy's creddlt standing.”se Unfortunately, by 1hat
time the City was deeply commitied to the practice,

The financing tnok many lorms, Fint, the Cly borrawed from jusclf. Tt
had a “rainy doy fund.”2® The City is required by law to contribute 10 this
fund, 3o that in lean years It has a ready source of cash. From June 30, 196
1 June go, 1965 the cash balance In the fnd deereased from $69.9 million
(o S155 thousand. Orher rescrve funds were simllarly ilepleted.so

In addivlon 10 borrowing from the valny day fuwd, the City had local leg-

18

islation passed relieving it of the duty to make appropriations to the fu
for fiscal year 1965.91 The City Council passed _om.uw:%: walving the -1%“
Priation requirement again in 1964 and for each fiscal year beginning
1968.82 According to the New York City Comptroller, had the rainy day f
been “maintained and replenished as required by the Charter, it would have
provided a cushion of over $280 million at the point ... [in 1975) when t@
City faced a possible shutdown of operations for iack of cash.” 38 The Comsy

—
4
Y—

o

(e}
—

()
(@)
©
o

power In subsequent fscal years.” 38 In fact, the City continued to use this

so-called “June accrual” 1o provide cash for the City at the end of each fiscal
year. This practice resulted jn $358 million of the Clty's cumulative deficit.s

came In. In 1971 the law was changed agaln to permit isuance of RANg
redeemahile from federal aud state aid on an "overall basls” rather than from
specific 1ypes of revenucs.$1 This tended to obscure a shortfall in a specific
type of revenue.s2

‘The issnance of tax antlelpation notes {TANs) by the City resulted In
mare deficit financing. TANS are notes lssued in anticipation of real estate

19



tax revenues. The City had on its tax rolls property which was not subject funding of such contributions. The Hurd case

Put into question other perk —
to taxes, ¢.g., diplomatic, publicly-owned, Mitchell-Lama, and “in rem" ods of probable usefulness of a similar nature and their application tp the <
property. This practice tended to Increase the estimate of real estate taxes to City. By the time the Hurd case was decided, however, the City was issui ...m
be collected and the amount against which the City could borrow. The City hundreds of millions of dollars of bonds for capitalized expenses each year.
also made inadequate provision for taxes uncollectible because of defaulting A Temporary Commission on City Finances noted in 1977; % m
tax| or tax cancellations or remissions. Nevertheless, the City issued .

A.>ﬂ~nw.“um=u. these revenue estimates. Notes were rolled over when antid- "n m.m.“-:.on.. .wa.w.uw.nor!ﬁ“o: o.movn..m::w €xpenses was capitalized; c @
ected. f the TANs outstanding at the time y 1975, when the City’s financial structure almost collapsed, = O)
pated taxes were not coll Most o ng h $724 million of capital funds, over one-half of the entire capital = ©
of the fiscal crisis were issued against such revenues, refecting a deficit of budget, was used to finance o ._.nzo.-.s pial o
hundreds of millions of dollars. Indeed, the State Comptrolier has estimated pe
“that the $502 million of real estate taxes receivable on the City’s books at It was not until the fiscal crisls that the law was changed 10 require a ten
June g0, 1975 were overstated by approximately $408 million.” 5 . year phaseout of this practice by the City.s3
The City’s deficit financing was not confined to short-term borrowing. In For the City to issue bonds for capitalized expenses, it had to make room
1968, the City sponsored a bill to permit it to issue five-year serfal bonds in for them within fts legal debt Incurring capadty. One way it did so was by
the amount of $255.8 million to finance the cost of the City's pension re. excluding other debt from its debt limits. An amendment to the Local Fi.
tirement Jiabilities during the fiscal year 1965-1966.4 The City argued that nance Law, sponsored by the City in 168,52 enabled a munidpality to elect
it needed the money to meet the automatic increase in pension liabilities whether to charge housing and urban renewal debt to the 1 housing debt
mandated by Art. 5, § of the Constitution and that the bill was necessary limit, % or the 10% general debt limit.$8 Because the standards for exclusion
to prevent economic hardship. Although the constitutionality of the law of bonds for revenue producing projects are stricter under the 2% limitso
was upheld in Bugeja v. City of New York on the grounds that the pension than under the 10% limit,%7 this option allowed the City to expand its debt
and retirement payments involved were not of “purely transient usefulness,” incurring power.
the City did concede that the true purpose of the bond issue was to bridge Even if the City had retained fts credit standing in 1975 the sheer volume
a gap in the current ordinary expense budget.¢¢ of its financing would have proved difficult for the market to absorb The
Since the pension borrowing occurred only once, it was not to have a Municipal Assistance Corporation for the City of New York (MAC) has cal
lasting effect on the City's Anances. The practice of borrowing for items culated that in 1975 the City had long-term financing needs of $500 million
which would, under generally accepted accounting principles, be treated as quarterly (or capital and operating expenses, and short-term financing needs
ordinary expenses had more significance in the long run. The Tetnporary of $750 million monthly, and that the City's short-term debt had grown to
Commission on City Finances in 1966 condemned this practice as unsound $4.5 billion and i long-term debt had increased to $6.8 biilion, a otal Clty
and recommended that current expenses be removed from the capital budget debt of more than $11 billion.%® Significantly, between 1966 and 1975, the
and that vﬂ.ﬂ? the City .Wo_._n “be compelled to do this by amendments City's short-term debt grew from 8.5% to $6.9%, of Its total debe.®® It js short.
to the Local Finance Law.” _

term debt that must be paid or renewed annually.
The contrary occurred. The City sponsored legislation in the 1960's and In 1976 over $1.2 billion, or more than one quarter of the Citys outstand-
the early 1g70’s amending the Local Finance Law to permit all sorts of bor- ing short-term debt, was In the form of vo:m-a:&v»ao::os. 9>z.v3.

rowing for current expcnses. A period of probable uscfulness was added to lated to Himited profic (Micchell-Lama) housing.® If the City had not had
permit borrowing for *job and business opportunity expansion programs of G Mitchell-Lama BANs to renew In 1975 its inancing burden would have been

municipalities.” 48 It was justified as an investment In human capital as op- cased considerably. The statute requires that BANs issued to make loans to

posed to bricks and mortar. It was eventually used to support the financing

. limited profit housing companles or thelr renewals “may extend not more
of the operations of the Clty’s vocational high schools through the issuance than five years beyond the original date of issue of such notes.” 9 Starting
of bonds, cven though vocational education is a recurring ordinary expense in 1969, however, when a proviso was added extendinug the period to six
ol government. A period of probable usefulness authorized the Issuance of years for BANs issucd prior to 1965,9 the period was routincly extended
bonds 10 pay rent.4? It scemed as if the City could borrow for anything. with the result that the BANs were niot converted into bonds.

In 1974, the Court of Appeals In Hurd v. City of Buffalo® held uncon. The City also has statutory and/or coutractual arrangements with certain
stiudonal a statute which established a period of probable uscfulness for public benefie corporations (IPRCs), wliich in many ways have served as the
the costs of the pension and retirement llabilities of the ditles of Duffalo, equivalent of issuing City bonds and notes, Some of the PDCs, like the N.Y.C,
Rachester and Yonken. It distinguished the Bugeja case, supro, on the Housing Authority and the N.Y.C. Transit Authority, had been in existence
groun that the statute Iu Dugefa involved a one-time funding of pensions for a jong time, but some were created In the 1965-1975 period by the Legls
and retirement obligations, whereas the statute In Hurd Involved an ongoing lature at the urging of the City. Some of the new PBCs were created for
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tion with its last note sale to the public.

The ccounting practices, the Poor internal controls and the lack of dis-
closure not only affected the investing public’s ability to evaluate the City’s
finances, It also affected the dedisions oﬁ public oficials, Had the true condj.

.ton of the City's affairs been common knowledge prior to the fiscal criss,

there might have been some fiscal retrenchment. Indeed the program of dis-
dosure and independent auditf Wwhich the City has been pursuing since

.Su_.-.:omo_.! _Eunp.nn public understanding of the need for fiscal
restraints,

C. Deficit Financing in Other Localities
The City of New York is nat the only local government In this State which
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has engaged in deficit fnancing during the past ten years. Although local
governments have the power to issue budget notes to cure short-term deficits,
many of them have had to issue bonds or BAN; for a five to ten year period
to fund their deficits. For example, the City of Long Beach was authorized to
issue ten-year serial bonds in .Mo amount of §1,700,000 for the specific pur-
poses of funding deficits Incurred before December 1, 1971. The statute
states that the deficits occusred through the fallure to receive revenues esti-
mated In its budget, expenditures in excess of budgetary appropriations and
the inability to collect the full amount each year of the taxes levied upon
real property.’8 On approving the bill, former Governor Rockefeller stated:

+ - - I have repcatedly expressed my strong opposttion in principle to
bopd financing operating deficits . . . The present city government has
indicated that steps are being taken to help insure that sim!lar deficits
will not be allowed to occur In the future, and under these special
circumstances, the bill should be spproved. I am deeply distresserl,
however, that despite my strong statements against this praciice In the
Past, some municipalities continue to Incur substantial deficits with.
out regard to their future consequences.’

Deficits did occur again, and in 1975 the City of Long Beach was authorized
to issue lts serial bonds in the amount of $750,000 to fund deficits which
resulied prior to December 1, 1974.7 .

1t Is significant that the municipalities which had to Issue deficit bonds or
notes pursuant to legislation fashioned on the Long Beach model cannot be
distinguished by their size, geographic location or form of government. They
indude: The City of Troy (§684,000),78 the City of Albany ($14,156,868.01),™
Central School District No. 4—Town of Brookhaven ($1,100,000),80 Village
of Herkimer ($359,118.90),% City of Utia ($748.000),° Wyandanch Union
Free School District ($750,000)® Salmon River Central School District
($525,000),% Deer Park Union Free School District (32,21 5,000),8 Village of
Portchester ($550,000),% Town of Yorktown ($8g7,000),87 Town of Charles-
ton (§77,000),%8 and Village of Monticello ($301,633).00

The deficit financing of certain other municipalitics is worthy of more
detailed examinadon.

The Village of Keeseville Is an example of a small municipality which
got lucll into difficulty. In 1977 it had outstanding a RAN in the amount of
$103,000 in anticipation of the collection of revenues to be recchved from the
State and the federal government in connectlon with the construction of a
sewer system for the Village. Unfortunately, It had spent for other purposcs
the revenues agalnst which the note had been Issued and could no longer
reasonably expect the balance of the revenucs to be recvived. It obtained log-
islation which “In all respects legalized, validated, ratificd and confirmed . . .
{the note] notwithstanding the fact that such note was fssucd in violation of
certain provisions of the local finance law. . . . The sintute declared that
the specific objoct or purpose of fumdiug all or a portion of the note 10 be
a public purpose for which the Village may hsue its bonds or BANs. It as-
signed a period of probable usefuliess of 10 years o $70,200 of the principal

24

amount of the note and 4o years to the balance, representing res !
the portion of the note for which revenues had cnaav..nnn?ﬂ._-m:n “.M_-H:w M
and that portion for which revenues would not be recelved. 1

Y
In Yonkers there have been four authorizations to fund deficits in gm_u o
years: in 1969 ($11,800,000),% in 1971 (38.625,000)% in 1975 ($15,000,000)00 CN

has created the New York State Emergency Financial Control Board for the
City of Yonkers?s and enacted a Special Finance and Budget Act.9 Recently
the State has authorized the advance of $10,000,000 to Yonkers.?”

In 1976 the Roasevelt Union Free School District was authorized by the

a3 an emergency finandial control board. The Board of Education of the
school district cannot approve current or future estlmates of school district
revenues without the concurrence of the special administrator nor can it au-

fund deficis over a long period.

Recently a bill was passed by the Legislature which authorizes a $3,000,000-
advance of public school aid to the city school district of Buffalo vaWEo the

arc also a form of deficit Rnancing.

The point need not be belabored. These examples support a conclusion
that reform Is needed in the basic local finance laws of this State which apply
to all local governments.

CHAPTER TWO
PROPOSED LOCAL FINANCE ARTICLE

A. Introduction

A constitutlonal system of checks and balances is particularly Important
where normal legislative processes are not likely to prevent abuse. This is
the case In matters of local finance since improvident borrowing may post-
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pone the need for elected officials (o take unpopular steps such a increasing B. Detailed Discussion

—
4
t2%es or curtailing public programs, Y ou=
. The existing Nm%n_n VLI of the New York Sace Constitution sets specific - 1. Saction s Q %
and detailed rules and limits for local finances. It contemplates that the Section 1 contains two lmitations on the power of local ndeu_.uax..%o?_
courts will enforce these rules and from time to time the courys have done 3o, make gifts and loans of their mmoncy, property of eredit: aj] gilts and loap, o

Chapter One shows, however, that flling the Constitution with percen:. must be authorized by State law, and they must be for q public o))
ages and limity and exclusions and exceplions has not worked 1o prevent which includes the Provision of assistance necessary for the bettermen; a (O
masive deficit financing, uncontrolled incurrence of long-term obligations locality or jis €conomy, =0
and even, for a period, default on over 5 biilion dollars in municipal obll. Paragraph (b) of Section , authorizes joint or cooperative undertakings
gations, by two or more local governments,

Our proposal for a new Article VIII (the text of which is set forth in Section 1 represents 5 basic change from New York's traditional prohibi.
Appendix A) is Intended to address this problem In several ways, tion againgt gifts and loans now contained In Section 3 of Article VIIL The

First, the proposal sets forth a number of fundamental principles in place Proposal substitutes a broad “public Prpose” standard for the more de
of the existing detailed but far from Comprehensive specifications. These tajled prohibitions, with equally detailed exceptions, which now govern
include, 1) the uirement of a Pledge of faith and credi; 2) the require- local finances in New York. If authorizeq by the Leglslature a local govern.
ment of a gpaﬁ budget, g) the requirement that tax and revenue antici- ment would be constltutionally free 1o CAITY out a greater range of activitjes
Padon notes be isued in anticipation of taxes and revenues and not deficits, ~Including loans ang guarantees of loans to public and private corporations
4) the requirement of 5 leghlatively fixed period of probable usefulness, ~than is now permissibje,

8) the requirement thag local borrowing not exceed limits fixed by the Legis- The proposal containg other provision;, however, which would further re.
lature and subject 1o further restriction either by the Comptrolier or bya atrict local government indebtedness: al) local debt would be full faith and
Local Finance Board established by the Legislature and 6) o constitutiona credit debt (§2); all loca] debt would be within limitations on the amoun, of
limit on rea} property taxes, By requiring courts ¢o apply basic principles Indebtedness (83); no local debt could be [ssueq for a term longer than the
rather than detailed language which may not cover all contingencies, there expected useful life of the project or program being financed (8s)

will be a better prospect for effective enforcement, Taken together, the Provislons of thig Proposal would give local govern.

Second, the proposal eliminates the need to Tesort to extra-constitutional ments the ability to finance public !J.oﬂ activities, within program and
financing mechanisms such as armangements, guarantees, debt quantitative limitations established by law, from which they are now con.
service reserve fund make-up Hﬂﬁ the like, It does this by permit. stitutionally barred, ’
ting the Legislature o authorize loans of credit for a public purpose. Rigid ' To depart trom the traditlonal “gift and Joan~ restrictions on locaj gov-
restrictions on cooperation between public and Private sectors are unde. crmment finances requires Justification; a hundred-yearjd Pprecedent is not
.533&:835%53??8&8?813. lightly to be discarded,
mote job opportunities, The reason the Committee has decided to recommend this new approach

Third, the proposal is intended to make deby limits more effective. Tighter Is that the present constitutional provision Is unsatisfactory. Created to pro-
regulation of local debt issuing authority will be achieved by requiring the tect the public purse from buccaneering railroads, it does no¢ provide an
Legislature to fix a general debt limit ag o percentage of a local government's adequate legal basis for Tany current local programs, which are percelved
revenues. Only self supporting debt and debt approved by referendum would 88 necessary and have jn fact been operative for decacics, The constitutiona)
be excluded. Any increase jn this gencral debt limit musq he approved by history of New York i replete with artifices of questionable Jegality designed
two scsions of the Legislator, There Is provision for additional restrictions 10 overcome the restrainty of Artlcle VIIL, §1, The courts have been given
on all long. and short-term debt based o 4 technleal evaluation of 5 local : the awkward (ask of reconciling urgene public nceds with a rigid constity.
government’s financial condition by the Comptrolicr or g Local Finance tional prohihition, The result has boen a scrics of decisions uphokling gov.
Boand. We belleve that this appmach will lead to mare conservative hor. erimental action on a weak and equivacal basy, (See, e, Comereshi v, City
rowing restraimis than the existing system of voter approved exclusions ang . of Elmira, 308 N.V. 248 (1935); Wein v, City of New York, 36 N.Y.2d 610
tinits havedl on real property values alone, (1975)). _

Fourth, the propasal secks 1o Increase the Incentive 1o contaln the cost of This resule js unatilaciory because it ereaes disrespecet for the law, en.
Roverment. Governments wiij have 10 live within thelr wmecans, within a courages elaborate (Al cxpensive) devices 1o clrcumvent (he Consthwtion,
constimionally mandated alanced budget, Recawse the choice between de and prownaies litigation with atcndant expense and uncertalny.
creased expenditures or ncreaser] taxcs will be unavoklable, electe officials One respanse Is 1hiag clected officials should stop doing wha is nog clearly
will be called on (0 make Rreater efforts 1o keep expenses as low as possible, authorized by (he Constltutlon. That Is as obvious as it Is desirabie, But the
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history of the State and Its municipalities (and of many other states and Assembly may provide standards by which municipallties or school districts

municipalities) indicates the tendency of rigid restriction to lead to “gim- may give financial assistance . . . to public service, Industrial or commerdal M
micks™ and abuse. Moreover, nejther the Legislature, local officlals nor the enterprises if it shall find chat such assistance . . . Is necessary (o the health,
public have a very dear idea of what is constitutionally permissible in New salety or welfare of the Commonwealth or any municipality or school dj5y O
York. As lawyers, the Committee’s task is to help structure a Constitution trict.” (Pa. Const,, Article g, §g). Michigan’s Constitution of 1963 provides) <t
which will refiect societal needs and permit rational decision-making. simply: “"Except as otherwise provided In this constitution, no city or villagdl (N
The proposal would do this. It would permit localities to act directly, with shall have the power to loan jts credit for any private purpose or, except ¥ O
attention {ocused on real fiscal consequences and based on a clear determina- provided by law, for any public purpese.” (Art. 7, §26). - O
tion that local asistance to public or private entities serves a public purpose. The proposed draft for New York seeks to achieve substantially the same %
It would permit matters of policy to be clearly resolved and honestly im- result as Illinois, Pennsylvania and Michigan--ali states with similar historic-
plemented. and similar problems—have sought and achieved through recent constitu-
Contrast the current means of resolving important Giscal questions. Either tiona] reform.,
an elaborate device is created to overcome a constitutional problem (see, When the matter was last fully considered in New York—at the Comstitu-
¢.g., Wein v. City of New York, supra) or a small, incremental exception is tional Convention of 1g67—the Convention concluded that the financing
made to the constitutional prohibjtion ltzelf. The original gift and loan pro- powers of local governments should be greatly broadened. The Constitution
vision contained only one exception permitting aid to the poor. (See Con- It proposed would have enabled local governments to make gifts and loans
stitution of 1846, Art. VILL, §11, as added in 1874.) The current version con- (Including gifts and loans to private corporations), “for economic and <om-
tains a long list of exceptions, which is still being added to on a piecemeal munity development purposes” (Article X, §12.b.); to make such gilts and
basis. The latest exception, approved in 1965, permits the City of New York loans “for public purposes” (Art. X, §18.3); and to guarantee the obligations
to increase pension benefits to survivors of members of its department of of any public corporation “for economic and community development pur-
strect cleaning. No useful purpose is served by enshrining such a provision poses” (Art. X, §18.b.). The 1967 proposed Constitution defined “economic
in the State Constitution, nor by requiring it to be submitted to the people and community development purposes” very broadly, 10 *. . . indude the
of, say, Buffalo for approval. If it is an important govemmental purpose, it renewal and rebuilding of communities, the development of new communi. |
should be capable of achievement through legislative authorization. ties, and %39!& and facilities to enharice the physical cnvironmental, -
Moreover, New York’s nineteenth century prohibitions are ill-suited to health and social well-being of, and to encourage the expansion of economic
the demands of contemporary society and the closer relationship between opportunity for, the people of the state.” (Art. X, §12.2). Of course, the !
the public and private sectors. In particular, we believe that localities should entire 1567 proposed Constitution was defeated. :
be more free to act in order to generate private investment and economic Again in 1971 an efort was made to broaden the constitutional basis for
and job development activities. New York Swte and lts municipalities have local government action in the area of community development. This amend-
been disadvantaged in the competition among the states to attract new In- ment was deleated after double passage by the Legislature. Since then, the
dustrial and commercial activity. One of the difficulties with the existing gile need for change—and the gap between express constitutional authority and
and loan restriction is that it does not permit public and private enterprise actual governmental activity—has widened.
to combine In order to capltalize on the strengths of each. Too often, the The present provisions of Article VIII, section 1, do not give clear author-
only alternative to abandonment of a privately -n_.oc.na service is complete izadon for what elected officials have for decades perceived as necessary gov-
government ownership and operation. Since there is a possibility of new @ crnment initlatives In community and economic development and other
Federal incentives for urban investment, It is exwemely Important that local areas. Rather, they lead to contrived and ingenlous solutions to pressing pub-
government be able to respond to thicse programs in an effective and flexible lic concerns, which are then upheld by divided and troubled courts. Other
A et ' states have made constitutional changes which permit more stralghtforward
. The problem ol reconciling constitutional tradition with the contempn- dircction for these activitics. New York should do the same.
rary nceds of local government is not unique to Ncw York. Other states simi- The Committee also believes that It s desirablc to permit units of local
larly sltuated have wrestied with the same questions. Illinols, which had a : government to act together and with the private sector for mutually agreed
provision much like New York’s preseut gift and loan restriction (1il. Const. upon projects or functions. Steps In this dircction were taken when the very
of 1870, Art. 1V, 810), recently scrapped the traditional fonnulation and restrictive provisions of the 1988 Constitution were cased by a scrics of
substituted this simple principle: “Public funds, property or credit shall be amcudments adopted In the 19508, In the future such Intergovernmental
used only for pubilc purposcs.” (Ill. Const. of 1970, Art. VIIL, §1). Pennsyl- ventures should not need specific constitutional authorizaton, but should
vania, which for over a century has had restriciions substantlally similar to be authorized by the Legislature, subject only 1o the basic limitations on
ouc Article VII1, §1, in 1968 added the followlng language: “The Genernl debt and taxes. Thus, the Committee recommends

the gencral language of

28 29



2. Section a

The first sentence of proposed Section 2 repeats without substantive
change the first sentence of the second paragraph of existing section & and
continues the existing constitutional requitement that no local government
contract indebtedness unless it shall have pledged its falth and credit for the
payment of principal and Interest of such indebtedness. While the Committee
ha2s considered changing these provisions to permit the issuance of bonds

backed solely by particular revenues, it has not done so. The Committee be- .

lieves that even self-liquidating debt should in addition be secured by the
general revenue powens of a local government through a pledge of its faith
and credit.

The pledge of faith and credit is particularly Important since It has heen
given added force by the Court of Appeals in {is recent decision In Flushing
National Bank v. Municipal Assistance Corporation, 40 N.Y.ad 731 (1976).
The Court placed ceatral rellance on the faith and credit requirement in
declaring unconstitutional the moratorium on sults to enforce short-tetm
obligations of the City of New York. It stated at PP- 734-736:

“The State Constitution regulates closely the debt-incurring power ot
local governments, K to this case Is that a city may not contract {ndebied-
ness unless it has ‘p .325§a~.§§?§.£§v==.
u?-&ﬂaaulzs_ngsg.gg;ég.

to pay. Hence, an cbligation containing a pledge ot the diy’s ‘halth and
n&...r!n:lv«-vgrnvo.r87«5855329:8&.«..
general revenue powers 1o produce sufficient funds to pay the prindpal and
interest of the obligation as It becomes due,

“The consthutivnal requirement of a pledge of the eiry’s Lalth and erabin
Is not saridied merely by cugraving a statement of the plalge in the wx) of
the obligation. "I'he last Is g strauge argument made by repamdeins, It s
dificult 10 winlcrstand 1he Anancial value of such a commiiment as oon.
trasicd with a ‘moral® obligation, wiscly prohiblied by the Constlininn fur
municipalities (NY Const,, Ars. VI, §2). Insteadl, by any 191, whether basend
on realisn or senslhility, the chiy ls comtitmivnally obliged 1o pay amd

use In good falih iis revenue puwers 1o produce fonds 10 pay ihe mincipal
of the noics when due. , .

In order for local guveriments to have the power o raise needenl fumds In
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tme of difficulty as well a3 In times of prosperity, there should be rio doubt
that debt wil] be paid when due. This principle is consistent with the exipt-
Ing Article VIII and the Flushing Bank cause quoted above. See also, %am
v. Carey, 41 N.Y. od 498 (1977).

The so-called “first revenues” provision of existing section 2, vun-aiv_.mm
like the “faith and credit” Provision, is designed to afford the investor in.
municipal obligations with such assurance, However, it is not sufficiently rf

might be read to require the setting aside of firse revenucs only if there is a
fallure to appropriate. )

The use of the words “‘may be required” in the last sentence of the section,
relating to the setting aside of revenues at the suit of a hoider of obligations,
has been continued. Because the Judicial reliet contemplated by this sen.
tence Is equitable In nature, it would be inappropriate to deprive the Court
of all discretion by substituting the words “shall be required.”

s uqa...o: 3

Paragraph (a) of section 3 continues the existing requirement that the issu-
ance of delit be authoriped by state law for a public purpose. The existing
Arnticle VI1£ specifies limitations on local Indebtedness; the proposed section
would require the Legistature 10 fix such limitations by general faw as a per-
centage of a local government's revenucs, subject to the pawer of the Comp-
5.__2. or & Local Finanee Boand established by the Legislature to impose

debe issued for all purposcs, the special two percent lmltation for housing
purposes nmder Ardele XVII would be repealed,

Paragraph (h) contlnues existing law requiring the Legislacure to fix a
period of probable usclulness, “This v..o.....o....: u._._:mo“.ﬂu ax.:n:ﬁ-.su..
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mum maturity of bonds, has also been construed to limit the power of the
Legislature to authorize the issuance of bonds to finance recurring operating
expenses. See Hurd v. Cily of Buffalo, 34 N.ad 638 {1974). The section does
not specily the maximum period of probable uscfulness or the schedule of
debt service payments (eg., equal installments, level debt service, the exist-
Ing 50%, rule, sinking fund amortization). Existing provisions on these sub-
jects are detailed, and the Committee believes that the potential for abuse
on these matters is not sufficient to justify constitutional restriction.

Paragraph (c) adds restrictions on the issuance of short-term debt not
found in the present Article VIII but which are applicable to the State under
Article VIi. The comparable Article VII provisions have been construed by
the Court of Appeals in Wein v. Carey, 41 N.Y.ad 498 (1977) and Wein v,
State, 39 N.Y.xd 136 (1976) to preclude the issuance of short-term debt In
anticipation of a deficit. )

Paragraph (d) imposes new restrictions on the issuance of bond anticipa-
tion notes. Under the existing Constltution, the Legislature may permit bond
anticipation notes to be rolled over for the full period of probable usefulness.
Under Article V11, the State is subject to a five year limit on the rollover of
bond anticipation notes. The proposal would impose the five year limit on
localities but permit an additional one year extension if an appropriation
was made (o retire the notes.

The principal change effected by Sectlon § is to remove the lengthy and
detalled restrictions on local debt from the OoE._Enszo.- -cﬂn and, _m:”n._.
to require that the Legislature impose such restrictions su ject to further
..BMAogo: by the Comptroller, or if the Legislature so provides, a Local Fi-
nance Board. This change is recommended for several reasons.

The existing debt limits relate to the value of taxable real property within
cach locality. It is likely that real property taxes will constitute an ever
dedining proportion of local government revenues, and accordingly be less
useful as a measure of the debt repayment capadities of local governments.
In requiring that debt limits be based on revenues, the proposal looks toward
a community’s overall ability to repay debt.

Current constitutional debt limits restrict only actual, direct Indebtedness
of localitics. They do not restrict such obligations as long-term léases and
moral obligation debis. However, these obligations create actual or contin-
gent linbilitles which may impair a localities abllity to repay Its debes just as
surely as any direct obligatlon. In fixing debt llmits under the proposal, ac-
count will he taken of all such obllgations and their Impact on debt repay-
ment capacity,

Because the proposal looks to total repayment capacity as well as total re-
payment obligations, It should lcad to miore effective and more sensitive
restrictions on local indebtedness.

Another reason [or removing debt limits from the Constitution is to end
the piccemenl, exception-ridden pattern of restriction which has evolved in
New York. Instead of a rational plan for local debt management, we have
a serics of exceptions and special cascs to handie special probiems on an ad
hoc basis. Morcover, each of these has to be approved by voters throughout
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the State, although they may concern only a particular locality or group of
localitles. The current system lacks both a rational fiscal strategy and a neces-
sary degree of Aexibility. 1

Y
Jhe Committee's proposal is similar to the Comstitutional provisiogh O

uno_:nm_:wgaw_s_:_w_: .cgno..—ognoﬁaan:co..rnn&n::x
of Philadelphia. (Penn. Const., Art. 9 §10). Under its constitutional !M%
slons the Pennsylvania General Assembly has fixed debt limits of 100%, ok
the borrowing base (average of total revenues for the three full fiscal yean

300%, of the borrowing base In the case of a county and 2509, in the caie”
of any other local government, ("Local Covernment Unit Debt Act” con.
tituting g3 P.S. $§6780 et s¢q, as amended by P.L. 1978, No. 52). Countles
are permitted an additional 100%, under certain circumstances and all local
governments are permitted an additional 509 if required to replace assets
as a result of fire, flood, war or other catastrophe upon application to the
Commonwealth Court. An additional limit is fixed for lease rental debt
based upon a percentage of the borrowing base and debt outstanding. We
contemplate that alter a careful and prolessional study of existing debt and
revenue patterns in New York State, the Legislature would fix comparable
limits appropriate to New York.

Our proposal contains additlonal restrictions not found in the Pennsyl-
vania Constitution, namely the requirement that increases In debt limits be
approved by two consecutive sessions of the Legislature and provision for
further restriction by the Comptroller or, it the Legislature provides, by a
Local Finance Board. Since the Comptroller or Local Finance Board would
have the power to limlt the amount of voter approved debt that a local gov-
erament may issue, there 1: be further assurance that the ability of a local

servative general debt limits,
Section 5 also tightens constitutional restrictions on the issuance of short-

" term debt. Recent experience has shown the damage that the imprudent issu-

ance of short-term debt can do to the financial health of a community—-
cven one with very substantial resources, Short-term borrowing Is necessary
and proper as a cash management device. It is abused when it is used to -
nance deficlts accumulating year to year. :

The Committce recognizes that unanticipated deficits cannot always be
avoided since the budgetary process is tependent on estimates. When a deficit
occurs, short-term borrowing niny be necessary. Such borrowing should be
repald in the following fiscal year within the tramework of a balanced budget
for the fiscal year of repayment. The proposal would require this result. It
Is based on thie constitutlonal language whiclt now controls short-term bor.
rowing by the Siate and under which the State has successfully raised sub.

stantial amounts for lts short-term necds. As the Court of Appeals has siated
in construing these provisious:

“Thua, the device of Issulng tax and revenue antlcipation notes was de-
signed to permit the State to borrow temporarily 1o mect expenses for which
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4. Section 4

This section continues existing limits on real property taxes imposed by
localities for pu other than the payment of debt service. It repeats
nearly verbatim the wording of the existing constitution, Paragraph (¢) per-
mits pay-as-you-go financing ouuide the tax limit for objects or purposes for
which a local government could borrow. Existing law limits New York City

the financing from current revenues of ob or purposes for which the
Clty is authorized to borrow, Jects or p

8. Section s

géutﬁ.?ﬂtnﬂééeﬂgjzf local gov-
ernments to adopt or maintain balanced budgets. Under the posed Artl-
aosorﬂwr.ﬁag._gﬂg_cgﬂnx .w“oﬂ_s.._‘n for
determining whether a budget is balanced, including such matters ay the
treatment of deferred payments, reserves for contingencies and the we of
bond proceeds to support expenditures,

The oblligation to “maintain® a balanced budget would not of course pre-
clude the posaibility of a deficit. Indeed tppropriation for an unanticipated
but necessary expenditure toward the end of fiscal year may well put a bud-
get out of balance. The Legislature would have authority to determine what
constitutes maintenance of a balanced budget—a power which under our sta-
tutory proposals would be delegated to the Comptroller. The Constitution,
however, would make clear that local officinls are under a duty to eontrol
expenditurces and that any short-terin deficlt financing must be repaid in the
lollowing ycar under a balanced budget. Under this propnsal, as uuder ex.
isting law, bonds could be issued to finance deficits or expenditures which
would otherwise give rise to deficlts to the extent that the Leglslature could
properiy establish a period of probable wsefulness for such purpnse,

The chiel drawback ta a balanced budget reqquirement is that locaiivies
may be reruired to curtail public prugrams durlug perinds of cconomic re
ression. Tu a degree, the recone expansion of federal pmgrams has lessened
this diiculty am! lncalitles mnay in any event establish “rainy lay™ futls 1o
meet expeinditures when revenue groweh declines, More fundamentally,
hawever, the Cominlitee believes that 1o permlt deficht financing would re.
wnve needed lacenive to conaln the cost of lncal govermment,
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CHAPTER THREE
PROPOSED DISCLOSURE LEGISLATION
A. Introduction

Between 1962 and 197, the amount of local debt outstanding nationwlide
(excluding state debt) increased by more than 2509, climbing to almost $150
blllion.101 In 1976 alone, state and local governments issued over $55 billion
worth of obligations, well over twice the amount issued in 1967.192 These
increases reveal a continuing dependence by local governments on the pub-
llc market for credit through the issuance of both long and short.term
obligations,

New York surpasses all other states in terms of the dollar amount of debi
ohligations outstanding. New York locni governments (excluding the state
governmei) had over S35 billion of debt oustanding at the cnd of Bscai
1975.193 This total figure, well above the level of any other state, represented
alust 1795 of the dehe outstanding of local governments nationwide. In the
short-tenu debt market, New York local government obligations represent
over 455, of the national figure.to4 Durlug the 12-month periad ending in
November of 1957, local goveriment entities and state agencies came to the
market alinost 500 times, Issuing debt in an agpregate amount over $io
hillion, 08

These stadsiics highlight the obvlous fact that New York local govern-
ments have a sirong interest in protecting their access to the market and
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While these State mechanisms are designed to perform a disclosure func.
tion, the form and content of the filings are such that, in many instances,
they do not adequately inform the taxpayers of these localities as to the fiscal

contemplating a purchase or sale declsion. The pressures of the marketplace
have forced many local government entities to issue official statements even
though no requirement to do 30 exists by law.

The existing framework of federa) securities regulation does not add 1o
the particular disclosure requirements of the State, but stands as a potent

requirements in connection with the nﬂ:czn distribution of securities and sub-
sequent security transactions, sped exemptions for municipal securities
transactions have left local governments tree from registration requirements.
However, the broad prohibitions against fraud, material omissions, and

specifically, These provisions apply to voluntary disclosure prasently made
by local governments in connection with the sale of obligations and would

be equally applicable to any proposals to augment New York's statutory dis-
closure requ ts.

B. Need for More Complete Information

In connection with the sty ol disclosure practices of issucrs in New York
State, intervicws were conducted with various representatives of the investor
cominunlty. ‘These discnssions have revealed a general dissatlsfaction with
the availabillty of usable information with respect to the finances of local
lovernmenus in New York, The principal concerns are (1) the form of disclos.
urc, and (i) the general absence of reilable post-lssuance reporting.

It was the general obscrvation of those Interviewed that present disclosure
practices by New York issuers do not permit easy comparison of issuances or
provide Investors with Information in a manageable form sufficient to base
a decision to purchase a new offering or to hold or scll an obligation pres.
catly in their portfolio. As a resuls, although New York State government
cntitles annually undertake to compile extensive schedules relating 10 their

86

financial operations, that Information has not been presented in a form uge. —
ful to investors. Similarly, the segments of the public which need access to <t
financial information concerning the reporting entities cannot readily pi6p- o
ess the volume and detail of information filed with the Comptroller's Offig O
under the existing system of reporting, ™ 00

The volume ot disclosure by local government issuers has increased @l N
stantlally in che aftermath of New York Clty's fiscal crisis in late 1975 UB_._B ()
this dramatic Improvement In response to the demands of the marketplag O
for more information, It is the general consensus of the Committee that magy %
deficiencies remaln in the scope, quality and presentation of information %y
local governmenus in New York State.110 These deficiencies have severcly
limited the usefulness of the disclosure documents to investors,

C. Drawbacks of Federal Regulation

The major proposal for federal regulation of state and locnl goverament
disclosure is the Williams Bill, introduced in 1976311 and again in igyyine
in a revised form. Under the proposal, disclosure would be effected primarily
through the preparation and public availability of two types of documents
based in large part on the voluntary disclosure guidelines suggested In 1976
by the Municipal Finance Officers Association. By the amendment of section
18A(b)(1) of the Securities Exchange A¢t of 1933, any issuer of municipal
securities that has outstanding, during any portion of a fiscal year, an aggre-
gate principal amount of munidpal securities exceeding $g0 million would
be required to prepare an annual report and reports of events of defaule.

Notwithstanding the sizg of the issue, any issuer of municipal securitles
would be additionally required, under another proposcd amendment to the
Securities Exchange Act, to prepare a munlcipal securitics distribution docu-
ment Including the types of information outlined n the annual report re-
quirements. While the bill does not require pre-issuance registration or fling
of disclosure documents with the SEC, that federal agency would bave con-
siderable discretion over the scope and form of disclosure for both the annual
report and distributlon documents, The absence of the pre-issuance registra-
tion or fling requirements would not, we believe, eliminate the involvement
of the SEC with the content and form of distribution documents,

As a means of minimizing {cderal reguiation of local government issuers,
the bill exemipts from the annual report and disclosure document requlre.
ments any issucr of munlcipal sccuritics that is required by the law of the
state in which the issucr s organized 1o make disclosures that are “substan.
tially similar” 10 those required by the blll. The SEG, as the uldmate arbler
of the content and form of disclosure documents recquired by the bill, would
indirectly establish the criteria upon which state-mandated disclosure docu-
ments would be judged to determine If they were “substantially siiilar” 0
federal requirements.

" The Committee believes that the approach outlined herein s dlearly p
ferable 10 the adoption of mandatory disclosure legislation at the federal
level for the following reasons:
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(d) Disclosure documents prescribed by state officlals can be de
ga..&sﬁngonsa!-&ﬂ_ﬁznagﬁsazslnﬁ
Quirements faced by local governments within one state, but not

(f) There are constitutional uncertainties invoived in federa) leg-
islation requiring the pre-filing of municipal disclosure documents.

D. Proposals

The recommended revisions 1o New York's Local Finance Law and Gen.
cral Municipal Law (the proposed text fs set forth in Appendix B) atiempt
lo construct a comprehensive systemn of financial disclosure by local gor
crnmental emities within the basie franework of existing State reporting
mechanismis, ‘The propnsal relics on thiree clements 1o nchicve this goal: (i)a
disclosure document (the “official statenient™), to provide investor Inforna.
tion In connection with 1he Insuance of obligations by a loenl cntlty, (i) sun.
marized perimlic reporting (the “summary annual report”™), and (ili) timely
inddependent examination of financial practices and accounts. While present
Stare requirenmients and e volmtary practices of locallties alrcady perfor,
o diffcring degroes, many of these functions, the accompanying propesals
are doigned 10 standandire practices of New York localitics in a manner
least likely to disrupt or burden local governmental operations,

88

3. Official Statemens

1. Requiring that a “disclosure document” be filed with the e =

005!3:8-._8..5 u.!m:o:on.nu-.sgno.. the pubiic sale
of bonds or notes,
2. Establishing the Comptroller as the administering officer of dis-

closure practice and requiring him to specify, by rule or order, the
kinds of information o be included in disclosure documents,

Substantially similar bills were introduced in 1978 with the sponsorship of
the State Comptroller (S. 8688, A. 10213),

The amendments to Local Finance Law, §857.00 and 6o.00 which are pro-
posed herein follow the pattern of the Governor's 1976 Program Bill and the
recent Comptrolles’s bill by requiring that an “offida) Statement” be filed

- prior to the sale of bonds or notes, thereby insuring that material informa.

tlon necessary to make an informed Investment decision will be available in
a utilizable format. However, the Proposal omits the requirement of the earl-
fer bills that the filing be made at least 10 days prior to the public sale date,

and the imposition of any such time period would require a rule or order of
the Compuroiler.

The proposal does not attempt to fix by statute a detailed listing of the

by requiring ihe Compriroller, by regulation, to specily the categories of in-
formation 10 be elicited from localltics issuing ohligations.

The propual dirces the Comptrolicr to consider "volmmary disclosure
standards promulgated Ly nativual organizations of local govermnents” in
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nicipal Law may be Incorporated by reference in an issuing entiry’s oan_s_.
statement. To insure that the oficial statement will present an integrated
statement of the issuing entity’s fiscal condition, the propasal requires that

any portion of a summary annual report Incorporated by reference be at.
tached to or Included in such official -Bgn._.voo.-ﬂ -w.«:a of annual

summary reports already on file at the Comptroller's Office.

The burden of preparing the official statement required by these proposals
should be significantly offset by the roposed requirement that the Comp-
troller provide forms of prototype statements keyed to the type and
size of the entity, This practice is presently employed with the annual reports
required by General Municipal Law, §8s0and g1,

The Committee's proposals differ from Governor Carey’s 1976 Program
Bill by requiring that the official statement merely be signed on behalf of
the issuing entity, rather than “cortified . ., as to completencss and accuracy.”
The reason for the change s the concern that certification might carry with
It an implicd right of private action based upon the contents of the official
staterhent, without there being assurance of approprinic Indemnification for
the certifylug oficial. In providing for the informational needs of investors
and the general public, the Committee did not want to risk discouraging
qualificd Individuals from sceking public office because of the threat of po-
tentlally staggering labillty which might arise fromn the salc of public obliga.
tions. The proposcd statutory revisions make clear that no new Siace rights

slaiements.

The proposed amendments do not contemplate that the Comptrolicr will
review the official statement, and he would be precluded from delaying the

40

salc of the bonds or notes on the basis uf ulleged deficiencies in the oficial
statement,

S. 6603). Should the Legisiature act favorably on the proposal of the La
Revision Commilssion, Indemnification could afford added protection to pul
lic officials,

The proposal empowers the Comptroller to waive the normal disclosure
procedure In those instances where an official statement is not appropriate
or where it would impose a disproportionate burden on the issuing entity
(¢g., a limited private sale to Institutions or a sale of shortterm notes of
minor aggregate amount compared to the issuer'’s resources). Exemption also
might be appropriate in many of those instances which qualily as “private”
sales of bonds under Local Finance Law, §57.00: e.g., bonds sold to the
United States government, the New York Municipal Bond Agency, the New
York Environmental Facilities Corporation, pollution control bonds. °

The Committee belleves that in those instances where the cost of preparing
an official statement disproportionately outweighs the informational benefits
which might be afforded a limited group of investors in a short-term or
limited size offering, the Comptroller should waive the normal disdosure
requirements. Although these proposals do enunciate the factors to be con-
sidered in granting an exemption, no fixed statutory standard (such as a
minimum dollar amount of the issue) is incorporated. Instead, the Comp-
troller is vested with the power to grant exemptions by rules or orders of
general or particular applicability, allowing him to consider factors such a8
the size of the issulng entity or the financial sophistication of debt purchasern.

2. Summary Annual Report

Having provided for the requirement of an official statement In connection
with the inltial sale of bonds and notes, the proposed amendments o the
General Municipal Law seek to complete the disclosure process by requiring
a system of ongoing financial disclosure which is subject to regular inde-
pendent review. Three questions were given primary consideration In evalu.
ating aliemative forms of continuous reporting: (i) what information do In-
vestors need, (il) where does the existlug system of reporting fail, and (jil)
what solution would pose the least hardship to governmental units already
burdened with considerable paperwork demands?

The New York General Municipal Law presently requlres local govern-
mental cutlties to file an annual report in a form presaribed by the Comp-
troller. Although this report indudes extensive finandial data designed
reflect a governmental entity’s financial transactions and status, It [ails o
mect the informational necds of Investors ns well as the taxpaying pubtic for
scveral reasons: (i) it is unaudited when filed and is typieally not subject to
audlt by the Comptroller’s Office for two to three yeans, (1) it conslsts largely

4t
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furnished :..__8 official statement, As jn the case of financial stalements, the
Compiroller's Office wiul] e able 10 axsist local goverimenis in tleveloping

fact that it would have been preceded by an officlal statement aml woull
cunstltute, i many Fespects, merely an updating of thag official stateeu,
Ihe requirement of a summary annval report wouhl be applicable unly

42

to those local government units which () have issued bonds or notes after

the effective date of the Proposals, (ii) have obligations outtanding at the—

close of their fiscal year, and (iil) have not been exempted from such require. .

perform an examination of such summary antual report within six months
of lts being Aled. As an alternative, a local government subject to the require.
ment of a summary annual report would be permitted up to one hundred

latter method would avold the public filing of financial data which might
later be subjeet to revision upost aulit exaniinntion, While nog provided for
expressly in the proposed statute, the State might conclude tha it Is desirable
to reimburse local government units for at least part-of the cxpense incurred
by hiring Independent certified piblic accountaits, thereby encouraging the
wse of that alternate form of audit.

In consfdering the atdle priuciples amd standards which should govern the
preparation and presentation of financial Batements containesd in botht offi
cial statements and summary aumual repnrts, the Committee has been advised
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that, at present, compliance by local government units with the State Uni-
form System of Accounts will also provide financial statements which foliow
national generally accepted accounting principals (as reflected in GAAFR's
Blue Book and the AICPA Audit Guide). The Committee has been further
advised that national governmental accounting principles are now in a state
of evolution. Since there could from time to time be differences between the
State Uniform System of Accounts and generally accepted accounting prin-
ciples as they are applied 10 local government units, the Committee’s bill
proposcs to accept financial statements presented in accordance with either
set of accounting principles. However, if the financial statements in either
an officlal statement or a summary annual report are prepared in accordance
with the State Uniform System of Accounts, there must also be an explana-
tion (which may be in terms prescribed In rules of the Comptroller) as to any
gggggg%rﬂ!&ﬁ:at&?ﬂ:«
accepted accounting principles as are in effect at the date of the offcial state-
ment or the summary annual report, as the case may be.

In those Instances where local governments obtain independent examina-
tion of financial statements ted In summary annual reports, the nature
&E-;&~8f§~!.ﬂ"ﬂmgg2—ra.vo%§~ that it be
In accordance with generally accepted auditing standards.

Provision has also been made to assure public availability of both official
statements and summary annual rts, although the proposed statute
would not prescribe any jﬂguﬂvuu to distribution to Mcg of the
securities. The statute proceeds on the theory that distribution patterns will
be established by the underwriters and dealers, and that the statute’s func-
tlon is to assure the existence of the official statement. The proposed amend-
ment of §30 of the General Municipal Law would require local governments
to provide upon request the most recent summary annual report filed with
the Comptroller, together with report of examination of financial ac-
counts presented in that report which may have been performed. The avail-
ability of summary annual reports would be made known to the holders of
obligatlons by a statement on the face of bonds and notes pursuant to the
proposed revision to N.Y. Local Finance Law, §st.

CHAPTER FOUR
PROPOSED FISCAL MONITOR LEGISLATION

A. Introduction

Imegral to the refonms proposed by the Committee is the question of how
to insure that they will be eflcctively monitored. The Committee has focused
on how existing statutory requirements for the supervision of the fiseal affalrs

of the state’s local governments might be developed to complement the Proj.

ect's other proposals.
The Committee’s point of departure is the proposed constitutional require-
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ment that each local government adopt 2 balanced budget. The legislation
proposed by the Committee mandates that such budgets be balanced inac =
cordance with standards promulgated by the Comptroller and that local gove—
ernments conduct their financial affairs to realize that objective. D_ [e)
To insure compliance with this requirement, partcularly by local governy o\
ments that issue debt, the legislation empowers the Comptroller to review]
budgets, to monitor budgets of local governments which evidence some form . )
of fiscal difficulty (e.g., substantial or successive budget deficits), to isue re-O O
ports on compiiance with the balanced budget requirement, and to bring= ©
legal actions against local governments to enforce this requirement and cer— O
tain others dealing with fscal discipline,
The Committee gave consideration to the establishment of a permanent
fiscal monitor to supervise the fiscal affairs of local government expericncing
fiscal trouble. It was argued that the existing Emergency Financial Control
Boards for New York City and Yonkers were developed In response to specific
difficulties existing at particular Umes, Since it was acknowledged that each
Control Board reflects a variety of political compromises effected in response
to specific problems and circumstances, it was felt that the experience with
these Control Boards should not form the basis for legislation of general
application. Instead, the discretion and responsibility for fashioning an ap-
propriate response to possible future fiscal difficulties of other local govern-
ments should be left to future legislatures. The proposed legislation (the text
of which is set forth In Appendix C) follows this approach.

B. Detailed Discussion
1. Balanced Budget Requirement

.anva_uoa&_onw—-zoaoo&mc&uva 8:.5:&25—.5382
that local governments adopt budgets 1_%“»“_3 balanced r..a.hur under
accounting principles specified by the State Comptroller, total expenditures
are equal to or less than total revenues for each fiscal year. It further requircs
local governments to conduct their financial affairs so that their results of
operations are consistent with this objective.

Under the proposed statute, the balanced budget requirement would not
be applicable where an entity had advised the Comptroller, prior to the end
of lus fiscal year, that as a result of unforeseen circumstances it was likely to
Incur a deficit for that fiscal year and that compliance with the balanced
budget requirement would have a material adverse effect on the delivery of
cusential governmental services.

8. Deputy Compiroller, Division of AMunicipal Aflairs

Slnce both the Comemittee’s disclosure and fiscal monitor proposals sub-
stantially Increase the responsibllitics of the Comptroller whh respect to local
governmments that issue debt, the Committce proposes that the Deputy Comp-
troller, Division of Municipal Affairs, be elevated to statutory prominence
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comparable to that of the Special Deputy Comptroller for New York Civy.
Such statutory recognition would emphasize the importance of this function
and Iadlitate the ap| riation of necessary funds for the proper execution
of these 8.-8..-_!5”1

8. Submission of Budgets

Expanding on the requirement under Section 54 of the State Finance
Law that counties, cities and villages file certified coples of their budgets with
the Comprroller, the _BMﬁSR_ leglalation would require all municipal and
district corporations to file their budgets and material budget modi cations
with the Comptroller. Budgets would be due within thirty days of adoption;

In addition to his review function, it is antlcipated that the Compiroller
would issue reports based on such reviews where he deemed It appropriate,
Such reviews and veports, Il any, should provide an carly warnlng of fiscal
dificultics which might affect a locsi Rovernment's credit-worthiness and
should prompt local officials to take appropriate remedial action at the carli-
¢st opportunity,

Local governments that have operated with budget deficits In any one or
more of the three fiscal years preceding a budget year will be subject to in-
creascal reporting requirements It 1he deficls amonnt, in the aggregate, to
3% or mure of the total revenues projected for the butget year. In addlion,
the Comptroller Is authorlzed 10 impose additional reporting reguirements

40

on local governments where he determines that the credit-worthiness of the ™

Jocal government has been threatened by circumstances such as a defaultdn ...4|
1

a scheduled payment of principal or interest.

would set forth the %3!3: encountered by such local 39.3: in their

fiscal operations and the progress being made towards the resolution of these
problems,

Where circumstances warrant the imposition of additiona) fiscal coutrols,
itis anticipated that the Comptroller’s reports would prompt the Legislature

posals can be developed best within the context of the local government's
¢conomic and political situation at the time it is experiencing fiscal difficulty.
5. Compirolicy's h..d& Remedies

It a siwiation where a local government is found wot to be §n compliance
with the balanced budgee or other legal renquircients relating to its fiscal
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provide the Compuroller with leverage with which to enforce his newly
granted statutory responsibilities,
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+++ The City’s problems are not essentlally fiseal but manifestaitons of deep-
scatedd prohlems stemming from highty Intcractive developments in the so-

clocconmnle structure of the city, lnter-governmenial refations and ihe local
Koverinncinal process,

TCCF Report 977 op. clt., p, 2.
¥4 See TCCK Report 1977 0p. clt, MAC Annual Report 1976 op, eit.; New York
City and the Urben Fiscal Predicament by J, Ward Wright (Municipal Flnaner
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Officers Assodiation, Study No. s, April 1976); U.S. Congress, Congressional Budget
Office, New York City's N&B. 36%&:... Its Origins, Potential Repercussions and
Some Aliernative Policy Responses, Background Paper No. 1 (Washiugion, D.C,
October 10, 1975).

70 L. 1971, ch. 430.

70 McKinney's 1972 Session Laws of New York, Vol. 11, P 8393.

7 L. 1975, ch. 419.

78 L. 1969, ch. 1099,

19 L. 1970, ch. 1008,

% L. 1972, ch. 365.

81 1. 1972, ch. 936.

8 L. 1973, ch. 759,

® L. 1974, ch. 134.

8 L. 1973, ch. 376.

80 L. 1975, ch. gog.

61 L. 1976, ch. 481,

83 L. 1977, ch. 3g0.

8 L. 1977, ch. g54.

% L. 1977, ch. 58.

91 L. 1969, ch. 124 as amended by L. 1g73- ch. gox.

82 L. 1971, ch. 1200, as amended by L. 1978, ch. go4.

93 L. 1978, ch. 871, §s.

¥ Officlal Statement relating to $83,660,000 City of Yonkers, N.Y, General Obli-
§§§.§§§§u=§>n§9§oa§
13,1976, p. 5 L. 1976, ch. 488 and ch. ¢8p.

%3 Section g of the New York State Finandal Emergeacy Act for the City of
Yonkers, as added by L. 1975, ch. 871, §e.

90 L. 1978, ch. 488 and ch. 48g.

" L. 1978, ch. 457.

L. 1976, ch. 3.

9 L. 1978, ch. 29,

190 L, 1978, ch. 280,

101 The Bond Duyer’s 1976 Municipal Finance Statistics Vol. 18 (June 1977), at

25.
v..ea Id.atg.

103 /d, at g5,

104 {d.

108 Preliminary daia complted by Compuroiler’s Office Division of Municipal
NMialrs,

190 Lucal Finance Law, §858.00, Gv.00(c).

197 Local Flnance Law, §109.00.

. 198 General Munidpal Law, Ardele 3
1% General Munleipal Law, §§33-98.
119 Donald J. Robiison docs not belicve that there Is suflicient evidence to sus-

12in a fimling that informatlon supplied In conncetion with the offer and sale of

obligatlons of such Jucal guvernments is Inadequate.
115 The Municipal Securiiies Full Disclosure Act of 1978 (3. 2989).
113 The Munidpal Securitics Full Disdusure Act of 1977 (S 2339
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APPENDIX A

TEXT OF PROPOSED LOCAL FINANGE ARTICLE

CONCURRENT RESOLUTION OF THE SENATE AND ASSEMBLY

Proposing a new artide eight and amendments of articles ten and eighteen
the constitution, in relaton to local Enances, and repealing articic eight a
section four of srticle cighteen of the constliution relating thereto  *

Section 1. Resolved (If the Senate concur), That article eight of the constituio

be hereby REPEALED and & new artide, to be article eight, be Inscrted thereln,
lieu thereot, 10 read as follows:

tro™33D-1
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ARTICLE VIII-LOCAL FINANCES
Sec.

1. Gift or loan of money, property or credit prohlbited; when permited.
3. Provision for payment of local Indebledness.

3. Limltations on local Indebtedness.

{- Limltatlons on local taxation,

3. Local governments to have balanced budgets,

6. Indebiedness not 1o be Invalidated by operation of this article,

7. Dutles of the legislature.

8. Restrictions on the creation of certain corporations.
9. Definition,

§¢. Gift or loan of money, property or credit prohibited; when permitied,

(a) No local government shall or loan its money, property or credit, ex
as authorized by law for o ?.o:nn"\h%a. Including provision of assistance aqnonuw.
sary lo promote the bettermsnt of a local government or lts economy,

(b) The legisisture may authorize cooperation between local governments to
provide jointly any service or facllity which each of such units has power o pro-
vids independantly; to contract foint or several indebtedness therefor; and to con.
tract with each other for use of such serviee or [acllity.

§a. Provlsion for payment of local indebiedness

No Indcbiedness shall be contracted by any local government unless such tocal
government shall have pledged Its faith and credit for the payment of the principal
thereof and the interest thereon. Provision shall be made in each fiscal year by every
local government for the paywmnent of Interest on all indebtedness and for the
awmounis required for repayment of all principal thereof maturing or otherwise
coming due during such fiscal year. If at any tlime the respective authorlties shall
fall 1o mahe such provision for payment or shall fall to make payment, a sufficlent
suw shall be set apart from the first revenues thereafter received and shall be afr
plied lo such purposes, The fiscal officer of any such local government may be re-
quired 1o set apart and apply such revenues as aforesald at the suit of any holder
of obligations ssued for any such Indebiedness.

§3. Limliations on local indebtedness

?»7.9?8.33:.3.:!58:.32:.uae.u&aaa namn. a3 authorired by law,
No county wholly contained within a city shall contract indebtedness, The amount
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.a%?:?i&?g»ﬁ.!sg‘sg.?ég..ga&
/4

malture later than Soqauo\~>oa§~§s
Jollowing the fiscal year of original issuance,

(d) No local government shall conlract indebtedness in anticipation of the re.
eeipt of the proceeds of the sale of bonds theretofore authorized except for the pur-
poses and within the amounts of the bonds s0 authorived. Such oblipations and,

period such obligations may be renewed for an additional perlod not
lo exceed one year provided thai appropriation shall be made for their paymem,

§+. Limliatlons on Local Taxation

{a) No local government shall lrvy taxes except as authorized by law, provitied,
howrver that the irgistature shail noy restriet the power of any local government 1,

vy taxes on real estate without limlt for the paymens of Interest on or princlpl
of indebtedness,

(b) In any county, city, village or school district, the amount to be ralsed by tax
54

33&8..8?52&8:?&&.?3 to providing for the interest on and
principal of all Indebtedness, shall not exceed an amount equal (o the following
percentages of the averags [ull valuation of laxable real estate of such county, civy;
§§o~§~&.§.§8«n§. to be raised by tax on real estate in

year for the payment of Interest on and redemption of noles issued in
&S-Ré.&gggggggsgiga portion, deter)
mined in ga?&vvs.&sﬁggaatgi to be impozed.
oSQSua\QS.?ug.&saggeiwla&zosgvg.nnvu!m
other local governmens hercafter created which is colerminous with or wholly €
portly within such county, city, village or school district, i

tation shall be two per centum. The limitation herein imposed for any such schoot
district may be Inereased by the approving vote of sixty per centum or more of the
duly qualified voters of such school district voting on a roposition therefor sub-.
mitted at a general or special election, Any such proposition shatl provids only for
an eddilional one-quarter of one per centum In excess of the limliation applicable

tlon for a further Increase tnay be submiited at the corresponding election in the
lollowing year. The legislature sheli prrescribe by law the qualifications [or voling
at any such election, In the evemt ony such school district shall be consolidated with
any one or more school districts, the legislature shall prescrive o {lmltation, not

subparagraph (3) cxceed two per centum,

(6) Notwlthstanding the provisions of subparagraphs (¢) and (3) of this section,
the clty of New York and the countles therein, for clly and county purposes, a com=
bined total of two and one-half per centum.
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officer or agency,

{d) For the purpose of determining the amount of taxes which may be raised on
real estate pursuant to paragraphs (b) and (c) of this section, the revenues received
in each fiscal year by any county, city or village from a public Improvement or part

(1) Nothing contained in this section shall be deemed. to resirict the powers
granted lo the leglslature by other provisions of this constitution to further resteict
ths powers of any local government lo levy taxes on regi estate,

§5. Local governments 1o hove balanced budgets,

Every local government shall for each fiscal year adopt and maintain a balanced
budget, as defined by law.
§6. Indebtedness not to be invalldated by operation of this article,

No indebtedness of a local government valld at the time of lis inception shall
thereafter becoms invalld or the rights of holders thereof be Impaired by reason of
the operation of any of the provisions of this article,

§7. Dutlcs of the legislature,

1t shall be the duty of the leglslature, subject 1o the provisions of this article, to
resirict the power of taxation, assessment, borrowing money, contracilug indebied-
ness, and loaning the credit of local governments so as 10 assure sound fiscal proe.

lices and prevent abuses In taxation and assessments and In the contracting of in-
debtedness by them.

8. Reatrictions on the creation of certain corporatlons.

No publie corporation having both the porwer to levy taxes and contract Indebdi.
edness shall hereafter be established or created unless the authority 1o exercise such

56

8. b.?:ara

Whenever used in this article the term "local government” shall mean or include
4 county, clty, lown, village or sehoot distriet, or other public corporation having
both the power to levy taxes and contract Indebtedness, (|

§2. Resolved (If the Senate » That the fourth unnumbered paragraphasd
section five of article ten of the tutlon be amended to read as follows: = C\

[Neither) Except as otherwise provided In this constitution, neither the state-
nor any politcal subdivision thereof shall ae any time be llable for the paymens @
any obligations lssued by such a public corporation heretofore or hereatter creat
nor may the legislature accept, authorize acceptance of or impose such liab
upon the state or a political subdivision thereol; but the state or a political sub.
division thereof may, It authorized by the legislature, acquire the properties of
any such corporation and pay the indebtedness thereot,

§5. Resoived (if the Senate concur), That section four of article eightecn of the
constitution be hereby REPEALED,

§4. Resolved (if the Senate concur), That section five of article eighteen of 1he
constitution be amended to read as follows:

§5. Any city, town or village shall be lisble for the repayment of any loans and

such city, 1own, village or corporation pursuant to this article,

§5- Resolved (If the Senate concur), That the foregoing amendments be relerred
to the first regular legislative session after the next genenal
election of members of the assembly, §8§8 1.9-:&9::&89&28 ot ar.
ticle nineteen of the constitution, be published for three months previous 10 the
tme of such election,

APPENDIX B
TEXT OF PROPOSED DISCLOSURE LEGISLATION

An Acy 10 amend the local finance law and the general municipal law, in reladon

to the filing by a municipal corporatiun, school district or district corporation
of an officlal statervent and a suminary annual report with the suate comptroller

The People of the State of New York, represented In Senate and Assembly, do enact
as follows: .

Scction 1. Section 51.00 of the loaal finance law Is hereby amended by adding
thercto a new paragraph, to be paragraph cleven, to read as follows:

11, 1] an official statement was filed in connection with the sale of the obligation,
pursuant to section 57.00 or so.0v pf this chapler, a statement to the effect that (a)
New York statutes in effect at the date of original Issuance of the bond or note
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required (subject to cortain qualifications) the fling wlth the stats comptrolier o

of the oficlal statement, by the chisf fiscal officer or such other person or persons ~—
@ summary annual report by the municipality, school district or district corpore.

as may be designated by the finance board of such municipality, school district ge.

tion issuing the ob 33&-#5-3&239?8~ 2 and (b) upon request, o district corporation. 1 4=
ﬁ of the most Q.Wa. fummary annual report of auuaﬁ Selhbﬂi&:w& dis. 7. Lisbllity. Nothing contained in this section shall creats any right or cause =
iries or ditrict corporation on fils with the state compiroller, together with a copy actlon against the municipality, school district or districs corporation offering X
of any report of examinstion by the stats comptroller of the accounts of such my. for sale or against the individuals signing such official statement on its behalf wh
nicipality, school district or distric corporation which are presented in such um did not exist prior 10 the efJective date of this section. . ; ©
mary annual will be furnished by such municipalily, school district or 8. No eflect on validily of bonds. Nelther the failure to fils such officlal :ataxdm 2
district §§§: payment of such charge, if any, as the state compiroller nor the fallure of such official statement to mest the {nformation requiremeniy Q.
may prescribe). prescribed by the siate comptroller shall affoct the validity of the bonds relating”

). Form of financlal statements, All fuancial statements ted In such
oﬁ&.ig.g-?;ma??:ag th such system of
gagcﬁgrsg.&ig&vﬁ? slate compiroller
g.s%&&&&s.ggﬁzsole?ga

EB«?.QB.&S.&SQS.
gg.oihﬂﬁ-:&?a& QS-E:EEE:gg
prepared as provided sgnrck«nvggusg~§=§
contain an explanation (which mey ba prescribed in rules of the state compiroller)
as (o amy materiol differences betwesn such sysiem &-«iaagcei’:.

erally accepted accounting principles os are In offect at the date of the officlal
Stalement,

10 filed, such official statement shall be a public reeord open to tuspection by any
interested preson, The state complioller shall nol be required 1o make any review
of such official statemnent and shall hot be emponwred 1o delay the sale of boends
based upon the fallure of such official statement to meet the information requires
ments preseribed by the state comptrolier,

6. digning of official statement, Such offictal statement shali be signed on behalf
o/ the municipality, school district or disiviet corporation offering bonds for sole
(a) as to all financial slatements, by the chlef fiscal officer, (b) as to other portions
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thereto,

9. Bxemptions. The state compirollsr, by rules or orders of general or particulor
applicabllity, may exempt any offering and sals of bonds (whether a singls issus or
sold as a single issus pursuant to paragraph ¢ of this section and whether or not
the sale is public within the meaning of paragraph a of this section) from the filing
requiremants of this paragraph if he determines thas such filing is not necessary or

20, Flling of state comptrollers rules and orders, Any ruls or order and amend.
ments thereto adopied by the state comptroller under this paragraph shall be filed
In the office of the secvetary of state and In such other offices as the states comp-
troller te,

1, hﬁ?& of official statement, les of any official statement re.
quired to be filed pursuant fo this paregraph will be furnished 0y the municipality,
school district or district corporation filing such official statement to any person
upon requast, upon payment of such chargs, If any, as the state comptroller may
preseribe, . .

13. State comptroller to furnish sample forins. The state compirolier shall fur-
nlsh to any a..w.ﬂ“?z? school, &..WE or distriet asvozuﬂa upon request
sample forms of official statements together with copies of the pertinent rules of
the stote compiroller and supplomentary Instructions [or the preparation of an offi-
clal statement,

§s. gg%!&rirggr«&&:ugo.- new para-
87aph, (0 be paragraph £, to read as follows:

1.2. Fliing of official statement. Bach sale of notes pursuant to this scetion shall
be preceded by the filing with the stats compiroller of an official statement by the

other requirements as he may deem reasonable relating to the we of such an offi-
tial statement, In developing such rule or order the state compiroller shall give
consideration to (and may odopt In thelr entirety) voluntary disclosure standards
promuigated by natlonal organiwtlons of local governments,

J. Form of financial statements, All financial statements presented in such offi.
clal statement shalf be prepared clther (a) in accordance with such system of keep-
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as provided in the foregoing clause (a), such official statement shall also contaln an
explanation (which may be prescribed in rules of the state comptroller) as to any
i&ﬁgfggﬂﬁnsa ng accounls and generally ac-
cepled accounting principles as are in effect at the date of the official statement.

¢- Incorporation of summary annual report by reference. Subdject (o the rules of
the state compiroller, such officlal statoment may incorporate by refevence any por-
tion of the most recent summnary annual report, If any, of the municipailty, school
district or district corporation, which has deen filed pursuani to scction thirty-one-a
of the general municipal law, provided that the portion s0 incorporated by refer-
ence zhall be attached to or Included in such official statement.

5. Time of filing. Bxcopt as otherwise provided by rule or order of the state
comptroller of general or particular applicability, the official statement required
by this pavagraph shali be filed at any time prior to the date fixed for the recsipt
of bids, or, in the cass of a privaie sale, at any timg prior to the sale of notes. When
20 filed, such official statement shall be a public record open (o inspection by any
interasted person. The state compivoller not be required to make any review
of such §-§g~§§=~53§8§5 the sale of notes
based upon the fallure of such officlal statement to meet the information require-
ments prescribed by the state comprroller.

6. Signing of officlal statement. Such officlal statement shall be signed on behalf
of the municipality, school dlstrict or district corporation offering notes for sale (o)
as to all financlal statements, by the chief fiscal officer, (b) as to other portions of
the official statemant, by the chisf fiscal officer or such other person or persons as
may be En.in..vv the finance board of such municipality, school district or
district corporat

7. Liabality, Nothing conlained in this seetion shall ereate any right or cause of
action against the municipality, school district or district corporation offering notes
for sale or against the individualy signing such officlal statement on Its behalf which
did not exist prior to the effective date of this section.

8. No effect on validity of notes. Nelther the fallure (o file such officlal statament
nor the [ailure of such officlal statement to mest the information requirements
.J.aao& by the state comptroller sholl affect the validity of the notes relating

erelo,

9. Exemptions. The stats compirolier, by rules or orders of general or particular
applicability, may exemnt Ry offering and sale of notes (whether a ::wﬂnr:: or
s0ld as a single lssus pursuant to paragraph c of this section and whether or not
the sale is public within the meaning of paragraph a of this section) from the filing
requirements of this paregraph if he determines that such filing s not necessary or
appropriate in the public interest or for the frrolection of investor by reason of:
(a) the aggregate principal amount of the notes 1o be issued; or (b) the nature of
the offerees and the number and nature of the purchasers of such notes,

10. Filing of state compiroller’s rules and orders. Any rule or order and amend-
menls thereto adopted by the state complroller under this paragroph shall be filed

in the office of the secrelary of state and In such other offices as the state compirol-

lcr may designate.

11. Furnishing copies of official statement Coplcs of any offictal statement re-
quired to be filed purusant to this paragraph wili be furnished by the municipality,
achool district or disirict corporation filing such official statement to any person
upron ﬂua..&. upon payment of such charge, if any, as the state compirolier may
prescribe,

7a. State comptrolier to furnish sample forms, The state compiroller shall fur-
nish to any municipality, school district or district corporation upon request

Go

sample forms a\% slalements togsther with coples of the periinent rules of the
stale compiroller and supplementary instruction for the preparation of an official
statement,
+ Sectlon thirty of the general municipal law is hereby amended by adding™,
8%8.-3!3&?8530%_%&!33&3?_33 ”« _.GD_
6. All reports filed pursuant to this section or section thirty-one-a of this chaptercH
shall be a public record open to inspection by any intevested person. Upon request,C\
any municipality, school district or district corporation required to flle a summary _:
annual report, pursuant o section thirty-one-a of this chapter, shall supply to any m
Interested person (upon payment of such charge, if any, as the compiroller .:Q.m

prescride) a copy of the mast recent summary annual report of such municipality,— o

school district or district corporation on file with the comptroller, together with a
copy of any report of examination by the compirolier of the accounts of such mu.
nicipaltly, school district or district corporation which are presented in such sum.
mary annual report.

§5. Such law is hereby amended by adding thereto, a new sectlon, to be section
thirty-one-a, to read as follows;

§11-0. Summary Annual Report

£. Applicabliity of this scetion. This section shall apply only to'a municipality,
school district or district corporation which (a) has issued bonds or noles after the
effective date of this section, (b) has bonds outstanding at the clors of lts fiscal year,
and (c) has not been exempled from the requirements of this section pursuant to
subdlvision eight of this section,

3. Flling of summary annual report. All reports filed with the comptroller pur.
suant to subdivision onc of ssctlon thirty of this chapter by cach snunicipality,
school district or district corporation to which this section applies shall be ac-
companied by o summary annual report of information relevani to the holders of
obligations of such municipality, school district or district corporation. Excepl as

thirty of this chapter. .
3. Conlent of summary annual report. The compiroller shall adopt a rule or
order, which he may amend from time to time, prescribing the information to be

"Included In such summary annual repors. In developing such rule or order the

comptroller shall give consideration to (and may adopt in thelr entirety) voluntary
disclosure standards promulgaied by naillonal organizations of local governmenis.
In prescribing the nformation to be included, the comptroller shall seek to con-
form, as nearly as may be practicable and appropriate, the requirements of this
scction with the requirements of paragraph e of section 37.00 of the local finance
law and paragraph { of scction 6v.00 of the local finance law,

4. Form of Financial Statements. All financial statements presented in such
summary annual report shall be prepared either {a) In accordance with such system
of kecping accounts as may be Jormulated and prezciibed by the compirolter pur
Juant to srction thirty-six of this chapier, or () in aceordance with gearerally ac
eepled accounting %Rﬂn..la as are in cffect at the date of the summary annual re.
pori. If the financiol statements have been prepared as provided In the foregoing
clause (a), such summary annsal report shall also conlain an explanation (which
tuny be preseribed in rules of that state comptrolicr) as to any material differences
between such system of keeping accounts and gencrally accepted accounting prin.
clples as are In eflect at the date of the summary annual report.

3. Extenslon for time of filing If financlal statements are audlted, If the financlal
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fizcal year covered by such budget, (1) shall not proposs 1o issue debi during the
fiscal year covered by such budgsi, and (iil) shall not have incurred deficits during
any of the three fiscal years preceding the fiscal year covered by such budget which
amount, in the aggregats, Lo thres per cent or more of the tolal revenues projected
Jor such fiscal year.

i-c. If, on the basis of documenis required to be.filed with him pursuant lo the
provisions of this chapler or otherw ) the comptroller shall determing that a mu-
nicipal corporation or o district Corporation shell have incurred deficits during any

reports no longer exist,

2. An annual fnandial report for each municipal urban renewal agency shall be
gs.rnugaonsag.

8- An annual report of the nancia] transactions shall be made by the treasurer
ngnranncg-ﬂ._gggg:&& _Eg.saa—!.

hundred fifty-cight of the education law,

4 U for any renson, the comnpirolicr shall deem it necessary that additonal in.
formatlon be furnished by any othor oficer, he may require such additlenal infor.
mation agsgosuaeag_ag?:zl_—na-ug neocssary (o carry into
effect the purposes of this artlcle.,

5. All reports shall be cordficd by the officer making the same and shall be filed
with the comptrolier within sixty days after the close of the flscal year of such mu-
nicipal corporation, districs, agency or actlvity, It shall be the duty of the incum-
bent officer at the thine such reports are required 1o be filed with the comptroller

§8- Sudh law Is hereby amended by adding thereto, a new scetion, 1o be sectlon
thirty-une-a, to read as follows:

81-a. Form of cevtain reporis and documents to be filed with Comptroller. The
annual budgets, and the material changes therelo, required to be filed with the
comlroller pursnant to subdbvision ong.b of sectlon thirty of this chapter, and the
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reports required (o be filed pursuant to subdivision one- of section thirty of this
chapier, shall be in the form to be prescribed by the comptroller,

§4. Section thirty.three of such law, as last amended by chaptor six hundred ¥~

nincty-six of the laws of nineteen hundred sixty-four, is hereby amended to rend
as follows:

§53. Accounts of officers to be examined

1. The comptroller shall cause the scoounts of all oficgrs of each such municipal
8?:3.&.5?3555_1:8!?688;:&8553«22
more exaniners of municipal affalrs for such periods as the comptroller shall deem
necessary, O:gaggangiaciggglsggg
conditlon and resources of the munidpsl corporation, district, agency or activity,
and into the method and accuracy of s acoounts.

8, In the case of cvery municipal corporation and every district corporation

corporation to effect compliance with low,

¢ In the cass of cach municipal corporstion or digtriet corporation which is
under the supervision of the comptroller pursuant to subdtvisions ong-c of section

#3. Section thirty-four of such law, as last amended by chapter six hundred
nincty-six of the laws of ninetcen hundred sixty-four, Is hereby amended 1o read
as (ollows;

§84. Powers and dutles of cxaminers

1. The compirollcr amd each examiner of municipal aflairs shall have power 10
examine into the Bnancial nftairs of cvery such municipal corporation, district,
agency amd acilelty aud to adminisier an oath 10 any person whose testlmony may
be required, and (0 compel the appearance and attendance of such person for the
purposc of any such cxamination and investigauion, and the production of bouks
anil papevs. In the case of & musiicipal corporation or sehool district, wo such per-
son shall be compelied 1o appear or be examined clscwhere than within such mu.
uleipal corporation or school disirict. Int the casc of any district other than a school
district, no such person may be compelled to appear or be examined elsewhere
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