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Good morning Honorable Members of the Erie County Legislature. I 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, I am deeply disturbed about the circumstances that have brought me 
here today. I 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 Buqet to be out of 

balance.• 

Mr. James Sampson, Chair of the Erie County Fiscal Stability Authority, stated In his written 

communication that: 

• -an $85 million per year reduction In the property tax levy (without correspondlna spendlna 

reductions and/or revenue enhancements), would create concerns that would lead the ECFSA 

to have to re-evaluate whether the budcet Is In balance and whether the four year plan Is 
achievable •• • 

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: 

.,.._ Mlnortty caucus's proposed set of budget reductions Is a substantial concem. 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, 

• 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 Rollle 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. I 
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 mld-19805 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, I 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 Strenathen Local Rnance 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. I 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 budset deficit which could have been dealt 
with by a relatively easy set of real spendlns cuts. However, In the next year the size of the problem 
more than doubled because the adopted prior year budset was not truly balanced and the new budset 
thus had twice as far to so to saln balance. So another trick was used to put off the day of reckon ins. 
With each year the problem srew. 

The lesson is that once an unbalanced budset is adopted and one shot solutions are used, It is harder 
each year to set the budset truly back Into balance. The real sap sets blger and blger, 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 budset, 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 brishter future after so 
many years of strugle. 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 budsets passed on time for the first time In 30 years, 

• A locally developed reaional economic development plan that all key parties buy Into 
and accept as a blue print, 

• A list of resional accolades from hishly credible outside parties in which our area Is 
lauded for Its positive attributes such as: 

• Affordable and sustainable real estate market 

• Tremendously livable nelshborhoods and communities with a tradition of 
excellent architecture 

• One of the best and most vibrant cultural settinss in the nation 

• One of the best communities for workins mothers 

• One of the shortest commutes In a major metro, 

• A revivins manufacturlns base, 

• Sisniflcant attention beins paid to workforce development with state and federal 
fundlns increasinsly becomins available, 

• The Say Yes to Buffalo prosram a Ions with the Promise Neishborhood initiatives, 

• The srowth of the Buffalo Niasara Medical Campus, 

• The rlslns international prominence of our institutions of higher education, particularly 
the University of Buffalo, 

• Improvements in the movement of people and soods across our Canadian border and 
growins 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 
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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 legislators 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 snowplowlng, 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? 

6 



Intro. 23D-1 
Page 7 of 41

• And in the name of budset cuttins the six Jeslslators have added new costs: 

• $10,000 is added to the budset for the Amherst Symphony Orchestra, 

• Overtime Is cut throushout the budset, but the County Clertt Is to set a $7,500 
Increase In overtime, and 

• Project Prime nme Is to set an extra $20,000. 

If the Jqlslature wants to face the consequences of these budset actions, It should identify real cuts that 

will reduce recurrlns expenses and thus offset the loss of recurrins revenue that Is proposed. Rather 

than do this, those who support this packase are hidlns behind false cuts that remove revenue, but they 

do not remove expenses. 

Just a moment aso I 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 budset that Is not mandated spend ins. 

There is roushly $100 million of discretionary spendlnsln our $1.4 billion budset. Of that $100 million 

approximately $22 million Is allocated to the Ubrary and will be Immune from cuttins under the 

proposed budset amendments. Thus, there Is only $78 million of spendlns from which to cut $8.5 
million. If these cuts are spread amons the discretionary prosrams, on averase, we will see a cut of 

more than 10% across all discretionary County prosrams. You know the prosram areas as well as I do. 

• Sheriffs Road Patrol, 

• Hlshways, 

• Bulldlnss and Grounds, 

• Arts and Culture, 

• Tourism, 

• Economic Development, 

• Environment and Plannins and the Land Bank, 

• Parks, 

• Health includins rodent control, 

• Mental Health, 

• Senior Services, and 

• Central Police Services. 

These are the very prosrams that the public has Indicated it wants and will pay for. Removins needed 

fundins from risk retention, Safety Net and the other prosrams will with certainty lead to cuts In the 

very prosrams that the people mandated. A number of the supporters of the Amendment Packase have 

said they do not want to cut these prosram areas. Make no mistake about it: your packase will cut 

these prosram 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, 
I want to describe one important consequence. 

I 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, I 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 I 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 will 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, 

• 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 tum the thermostat 

down In time, let us try one more time. 

I urse 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 Ions as it 
remains real, honest, and balanced. The people of Erie County deserve no less. 
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SUMMAilr OF CONCLUSIONS AND llBCOMMBNDJtTIONS 

The Committee bu undcrtakco mil Local Finance P10jccl• bccaDIC il be­
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statutory provlaioaa which rqulace localliaanca ln New York Slate. The 
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&he New York City &acal cdl&a and Ita CDAlinuJns ala:naatb. In &he a. ol 
the aty, they have for abe momeac becA aublcandally nailed duoU&h tbe 
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Exblln~ law apcdfu:a lhe purposes Cor which localhla can gift or lDaD 
money, prot'IC!ny, or crcdlL lu reacrlcdona ban: been drcuDimucd primarily 
&hroURh ahe creation of authorlllca. Ho\\'C\'Cf, d~a Commiuce docs not beo 
llc\'C thatlunlacr rcatricllon o( tbe pnmtlal lor caopmatlcm between public 
and t•rl,·a&e acctora Ia warranted. A majorhy of llac Comaduee believe lila& 
the bcucr approach b &o brln1abuutlncrc:ued public accountability bJ pcr­
mltlinsahe lCIIIbl•uarc to auahorl1e dln."Ct &nanclalaupfiOrt to priYIItctenlkla 
when nt'CCuary lo achle,·c a am bile purpote. lndcbu:dneu contracted In thla 
conneclion wlll fall whlaln clcbtllntlt rq(Ulatlon. Sunte membci'J nf lhe Como 
mhlec bellcm that the cxbth&K Jlft and loans prodalon lhould not be IIIOdJ. 
fic:d. (Sec pp. 8 and g.l~tfra, for a auuoatCnl of their riewa.) 

5 



Intro. 23D
-1 

P
age 12 of 41

-Debt muat be paid. (I•) 

The propc~sed Article darifia and makes certain wbat many baYe auuaned 
to be che cue-that the law IUUI'el lbe aedlt of local pYerameall to che 
uwUaaum extent. Local cmlit muat be ICCUI'ed at all lima 10 that local goy. 
emmenu wW not be deprived of neceaary raourc:a needed to meet &heir 
problem~ in lima of dllliculty. A dear requirement that 6nt reYCnuca be tel 
aside Ia lbe CYCat of non-payment wJII help to auure lbil "crWa proof" 
acdJL 

-Debt limits abould reftcct ability to pay debL (b) 
&ilti11f debt limits are de&dent In pan bcauae they are bued on a per­
centage of real propeny Yalue bed In the Co~titution nlher than continu· 
ing rqulation which taka account of current condJtiona. They do not ade­
quately ratnia local bonowlllf power. For example, New Yorlt City wu, 
u of June so, 1978, approxbaacely J• billion below ill debt Umit dapite ill 
lack of ac:a:a to the credit market and lhe approximatdy $5 billion In out· 
aundin; MAC dcbL' The propoaed Artide ptoYJdes for lonr-term debt 
limits to be tel by the LqiaJature u a percen&aae o( a local pvemmeat'a 
teYenua. Only .elf..upponiag and voter appro•ed debt would be ea:.dudcd. 
TbJa approach pi'OYida a better meuure of abllity to pay debt alnce revenue 
and aot property nlue Ia &he 10urc:c of money for debt tervlc:e. Tbua. under 
our propoal, the dedication of RYCaua to MAC-type obUgationa would 
haft a dim:c impact on debt limits. Funher proccaioa aplnat uneound debt 
Umit locrcua Ia pro'rided by a requirement that aucb iacreua be approved 
by two COIUCCUUYC aaUoDI of lbe l.qlalawre. Tbc propoiCd Ardde allo pro­
vida_ Ia the cue of all long- and aborwerm debt. lor addltlonalrcatrictiona, 
reOccting any current &nandal cWicultla. to be promulpccd dlher by the 
Comptroller or, if &he Lqlalature 10 proYida, by a Local Finance Board. 

Some membcn or &he Committee bellne that &he J.csblature lhould not 
ha.e the power to lncreaae debt limiu without voter approval. (See pp. 9 
to 14, inJm, for a staten1ent of &heir Ylewa.) The majority, bowncr, believe 
lhat the YOtc:r approval n:quired by the cxiatinJt Constitution hu not worked 
to auure eaecLh-e cnntrul o( hoi burrn"'illJ.:a £xpcrlcnce haa ahown that 
undc!r any amstitutionalatructurc financial abuses will occur. The comnllt· 
lec:'a 11ropm;d Ia dc:aigncd 10 limit sud1 aluuc by prv,·ldh•R a fratnc:\York for 
lcgialaah-c cl~dslnn, fucaulng n:spo1uiblilty and tJrohlhhh'H action In haste. 

-f'fann~d deficits J1mnld be prohibllccL (tiS aud 5) 

The fUOIK1K'1l i\nidc a•rnhihlll a fMtllcy n( deficit (in:uadlllf. 1t ref)IIII'C.'S ll 
h;al:tnl:Ccl lmdJ..'\"1 ami "-'luim that shnra-u:nn t:ax :tnd n:'·~mu: antlciamtlon 
clc:l•t hc: ls.1necl in amicitJ.'Uiun nf t:a:t.:ca and R\'CIIUCS ·and nnt ch:ficlu. ~oats 
luut'd In lin:UII'C unantidtml'-'tl dcfic:lll will 1111\'C lo be: n:a•aid In the: ruc:al 
)'Car fullnwinR th~ )'car In whkh the clc:fidt ia inn•rrcd. 'l'hc:M: an: the rc­
'luln:nu:nls nuw llf'l'linthlc to the 5a:ue. 

Jlund Anliril':llinu Noac:aahc1uld not he mllcd n\·er lndc:Gnltcl)·· (Is) 

The l'fffiM'"-.... \rah h.' fUIJUin:llh:u IM!nnRncmt financing he pm\'idecl whhln 

·I 

'· 

five yean from the wuauce of bond anticipation nota. If permaaent Laue­
los Ia aot obtained, the nota muat be retired In Ole abuh year. 

-The lcplature lbould be aulhorized to create new rqlonal goftr'D. 
ment endtJa. (I?) 

The Constitution now problbita tbe creation of Cletlain new entlda ba'riq 
the power to tax and contract fndcbteda.a. The ComDLit&ee'a proposal.1r0Uld 
not prohibit ~ creation of new eatltla If the powen of taxation and bor­
rowl"' arc cxerdled by elected ollidala. 

The propoaal would abo continue alat111f. conadtudoaal priDdpla of 
local finance. · 

Tbac lndude ~ followiag rcquiremenu: 

-That a locality plcdp Ita faith and credit to lhe payment of ln­
debtednaa. 

-That lndebtcd~~a~ not be contracted for lonaer than lhe pc:riod o( 
probable uac(ulacu of the object or PW'JIOIC! for which auc:h Indebted·. 
aaa Ia to be contracted. 

-That there be a conadtutiooal Umltatioa on &he amount of real 
property taxa &hat may be raJaed for opcntlnf purpoaa. 

-That an local taxa be authorized by lht State lqialatun. 

-That lhcrc be proviaion for pay*you.p finandns outalde tbe taa:. 
limit. (Tbe Committee propo~ato enmurage New Yort City to em. 
ploy pa~ finandna by sl'riar It the fuU bcacfit of lhla pria­
dple wltboutlhe Incurrence of IHalled "phantom debt.") 

- Tbat the IAplature hl'l'e &he power and duty further to restrict &he 
power of taxation, auaamcnt, borrowlaa money, • contnct.lat ln­
debtednca and loaniQS of credlt 10 u to lnaure IOUDd &aca1 pracdca 
and pRYCatabUICI. 

· The propoaed Anlde cantlnua canatJtutlonal llmJu on ral propeny 
uxea imposed for operatlna purpo~e~ u exiadqlnela but.doa not JeCD~D. 
mend the approach to tax Umlta recently &.Ilea Ia Callfom.La with lbe adop­
uon of Propotltion IJ. Propoaltlon IJ reduced tbe raJ property tu limit b7 
more l.luan fifty pcra:nt and ln1posed a tWCM.blnl majority requlrcmoat on 
the aa•aaroi'RI of new taxes. 

We take this 11C'Jsltloll bn::ta~~e tbc: laue of tax rdk:f caunot be di\"'O'ml 
(roan lhC Cfuatlull of What~Cnil'W K'J"'CniiQCIIl Will tJNYidt to ill dtlzenL 
n.~ Wll~ of lAX rclid Cllll and 110 doubt will be: aaan o( C\'\.T)' buc~Ret debate 
in th~ fun:sec·able future. Ju ahat dc:batc:, which uur llmpoaab arc dcsfwac:d 
tn (acllltate, th~ cu1~ueura of t:nc rciJco( for lncalfJiq(r.lma will be ideatJ. 
Jic:d With fiAtCicufarftJ and lbt'r'C WJU lie a (nfr OfiiJIIRIIIIJty for lhOIC adfftldy 
aiJec:ted tu pmentthelr (K!NtluH. 

Tl1e1 COJIImitu:c: "I'IJOICI 111hjeaint; 1ax llll'asurn tu a twn-thlnla n111jority 
n!fJUimncnt (nr n:buc:d 1"-'IIJCJIIL 11•c Cuaandtu:e bcUens that uuupc:rbas 
with t11e1 traclltionulaJJ)Jmacla of nwjnrhr nde cnnnot I~ JUil.llic:d as ncca-
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ilrJ to tax relief. Indeed it is fotaecable that a two-ddrd ~te requirement 
to locrcue tua would dilcourap: tax rcdacW»111 out of fear that once re­
duced. taxa a»uld not Iacer be ilacnaled clap1tc cbaDpl c:ircumataaca. 

The CoauDJuee bu CDaaidered whether &he Coa~tltutlon aboulcl h an 
overallllmlt on an local taxa. We oppaec thJa approach becaUIC any limit 
hlp eaoup to provide for a»ntlapnda would IDOit probably be viewed u 
a leftl of taxation that the people have apeed to accept and be uaed 10 Ju. 
tlfy taxa higher than thole requlnd by the needa of dle aaoment. 

The Committee rcc:apJaea that adoption of ha propoKd ArtJclc would aot 
be a ~ aolutlon to the problema of mUDk:lpal &aaace. Hownu, cbere are 
Umitatlolll 10 what can be aCCDIDplbbed at &be CDaatltu~aallneL A Coo­
atltudon CllD acabiJah a ayatem of cbecU aDd balanca daJpcd to CDntrol 
apcndJtura and we bdlne that our proposal doa tb.ll. ControUtq tbe coat 
of pYGIUIWll abo requins that aouud apeadltun, penoaael, and tax poll· 
cia be atablbbed at the lqlaladve 1eYel. Tbae are maum to which &he 
Committee wW a»ntlaue to dnoce l&aatteDtloa. 

B. Profxuetl DisclOIUnt L•gislo&ion 

While exiKiac lqidatlon replatlq la cenala rapccu lhe lauance of 
debt II daiped to perform a dildolure fuoctloa. maay de&deada remala 
Ia the ICOpe. quality aacl praaatadon of lafonaatlon. Tbua. the Cotaaaltt.ee 
beUna &hat there b a aeed for maadatory dbclolun: lqbladon. For the 
rtuoDI aet forth In ~pt.cr Tbree we balle CDDCiuded &hat the lqlllatlon 
lbould be at the State nahu than at abe Fedenllnel. 

The Committee recoauaeada milloDI to New Yen•• Local Finance Law 
and.Geoeral Nunidpal Lnr to CDGICNCI a CIDIDpnhi!Diive ayatcm of 6nandal 
diadGeure by local pw:nuacnt~ wltbln the buic &amewort of alltlq State 
repordaa meda•niPDt Tbe propoal reUa on tbree elemenu: 

-0~1 Saat•mml 
The profC*d amendment to the Local FiDIUICie Law would require aa 

oftida1 atatement to be &Jed prior to the l&le of boadl or nota. It would 
make internal Information aftllable In a utlllaable fonn but It doa aot 
attanp& to fix by atatute a detailed lbdnR of &be Information wbkh would 
be required. Jnau:ad lt Cllabllsha a lk:xlblc: Cormat under the aupervhlnn of 
dae State Coanptrnllcr. The ('.omptrollc:r is required however to t;h·c c:on­
alclcratkm to •• ,'Oiuntary dbclcwtre ll:and:mb rmnndRlltM .. , national Of• 

ganlzatinna a( lacal Rfl\'CI'&Unenaa." The oflicia llatmac:nt would be. alancd 
on brhalf of the iunlnR cnthy hr an amhurl~l otradaL 11ac Comptroller 
h;u the: JMtwc:r an wah·c the nonnal di1Clusnre rcqaaiJcnttnllln thote has~n<cs 
whc:111111 nfficlnl suuctnc:nt Is nat •PP"'I'rlatc: by rc:uon oC tlte alzc a( the luuc 
or the: n:muc: olthc olfl'fCrt and purcha'ICfl o( the: obligations. 

-sur1trrtG'7 Ann111tl lhtJIOrl 
11te pro1KJ~CCI antfntlmcan to dac General Muuldp.'l l.aw would rcctulre 

a aummary :umual rcaanrt oC impn,~nt inlnrm:ulon clr.nm lllfKCIJ Cront the 

6 

I. 
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annual report pre~enlly &led. The new aummary annual repon would alao 
CDDtain a iwratlwe dilcuuloa of material facta and treacb. 1Dformadoa 
which Ia not required co be lnduded la exiadnc annual reports. . 

Tbe 1U1D1Da1f annual report would CDntaia aacndally the aame lnforma· 
don u an oliclal ltatemeat and would pnmde a rep1ar upclatlas of tbc 
klnda of lafonaatlon orfcina111 fumbhed In tbe olidalatalelaellL The ad­
miniatnthe bwden ol prepariaa the IUIIUDUJ annual rCpon would be ok 
bJ two faaon; ·tbe fonD ol 1M Olidalaatealellt would c1o1e1J parallel that 
of the IUIDIDIIJ anaual repon and apUdt proYbion baa beeD aaade to allow 
&he IUIDIIIaly annual report co be lacorporaced bJ reference In aallllq\Milt 
oflidalacatemenu. The requlremeat of a auaunary annual repon woal4 be 
appUcable only to thole local pYU~UDenu wbkb bawe blued obUpdoaa 
aublequent to Lbe elecsiYe dale or tbe propoiCCI amenclaacn~a, haft obJip 
tlou ouutandlq at tbe doee of tbdr 8acal.,... and halle DOt, been aempced 
lroaa lucb requlJemeoll by &be Coaapli'Ollcr. 

-Tim•IJ lnb/l'nUni....Unallora of Fl...,.a.l Prulicu 
Thll p10posal would ameacl tbe Ceoa-a& Mualdpal Law co nqulre tbat. 

&he· ~ptrolkr perform an exaaalnatlon of &he aunuaary annual report 
-.,ltbln six IDGDtbl of lu belna &led If tbe zeport Ia unaudhecL AI an alteru­
dYe. local pvaDIDUII would baYC Up Co IJO daJI afccr the dole ofl.bdr 
.lbc:al )'UI' to &1c &be report if the &aandalaca__.... preeeldecl tbcrela ba" 
been aaaained by IDdependeat cerd8ed pubUc aoaountanta. , 

C. Prof'OIItl Fiu:ol Monilor .Ugilltdion 

To Implement the balanc:ed ,budtet requirement contalned Ia &he pro­
poeecl Local Finance Ankle to &be State Collltltutlon, tbe Co&IIIIUuee Ia 
propoalnc new ieplatloa to proYide for moaltorina of local 8raaac:a by lbe 
State ComptroUu. The propoaal is baaed on the fellowlllf pdndpla: 

-Monltorilll lbou1Cl be lnc:reuln&l7 Jtaoro• u financial d8culde 
become more aevcre. 

The CoiDDIItc.ee beUna &hat &be Statc•a aupenbory raourcn aboukt be 
focUICd on &be 11101& anerc probkmt. Aa:ordlnpy, we haw proposed a tJare. 
•t:aae monitoring mechanbaa. The Initial atqe, applicable to alllocallda, 
calla for aubmwlon and re\'lcw of annual buclcN and malerial budpt modl­
ficationa. The JCCOnd ll~~C. appUcablc to localldel that ba•e lncurred a 
aubst:mtilll deftdt, rcqulm quartcrlr rcporu of operations and IIICb eddl­
tlonal I'CJMru au the Cornptrolltr may deem ncceaary. The third ll~l 
ol lmpmdlnlf fucal crbla-wouhl be handled on an ad hoc bub tbrou;h lqr 
blad'" IICtlttn to cs~bUah cmci'J(t'RC)' &acal a»ntrolt. · 

- Tlat Compcrolln ahould act atanclanla ror -what CDnathutes a halo 
anced buclfiCl. · 

The Commluce btllc:,'Cithat abe L4'ablaturc should not attempt to dcline 
what c:on~tllutcs a bAlancC'd bu.t. Tbll b • technical quC!Itlon ckpendcat 
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in part on evolving accounting methodology and ahould be eotruated to the 
Comptroller who bu a ataJf with cxpertile io tbia area. 

- The Comptroller should have authority to go to coun to compel 
compliance with locaJ &naoce lawa and repladona. 

In order to have elective compliance wlth laws relating to local finance 
we believe It is desirable to make the olfidal reaponalble for monitoring abo 
reaponalble [or enfon:emeoL It is expected that io moat aituationa the poui­
bilily o( coun action by the Comptroller wiU be aullident to bring about 
compliance. Tbia approach abo aena to protect agaioll arbitrary enforce­
meat alnce the Comptroller would baYe to atablilb in court a baa1a fen the 
relief aousbt. 

STA.TEMENT OF MINORITY JfND INDIYIDUA.L YlBWS 

MJNOIUTY STATEMENT 

We agree wlth abe Committee'• objectiona to the compUcatcd nature of 
Art.ldc: VIU of the Constitution and the untidy and confualng amendments 
to it. Howncr, we dlaqrec with ita ruoiiUilCDClatlona to eliminate the dc:bt 
llmit provision in the Conadtudon and the removal of the prohibition 
apinat the gift and loan of local pYUD~DeDtl' aedlt. 

The llow proceu of conatitudo.W amendment. often deemed too cumber· 
some, Ja daigoed to be juat that. It a&orda ample time for publlc debate and 
close sautlny. 

Gifu and LOGnl 

The Committee atata that the provislona of proposed Section a of Artlde 
Vlll "represents a bulc change from New York'• traditional prohibition 
against glfll and loans now contained In Secdon a of An1de VIII." (Report 
at p. 17.) The new provblon would permit loans and guarantees o( Joana lO 
both public and priwle corporationa. It would permit public ownership o( 
privar,e corpor.ate stock when authorized by the legialauare. 

Such a change would take ua back to daya prior to a8.a6. The Commiuc:e 
auJOCCllll that "uinetecmth century pmhlbltiona are 111-auhc:d to the demands 
or co•Uc:maJOnry society." (Rc:pon at p. aS.) 'fhoae nineteenth century pro­
hibitinua \\'Crc: aduplc:d by the JJC:nplc to talrain the dcn.antb then made Oil 

the puhllc treasury. What .. now tJrotMJICd b abc rcmo\•nl or thftlc: tJmblhl· 
tiona so th:tt public (uncb can be made available to contemporary (larsu) 
d'-'111<111tla. 

In L11c: tl¥c:ntieth century, (sgs8), dae prohibition agalnat the gUt or loan 
nC state: tn:dit "n' extended to public corponationa. 

Whc:n prcvioualy l'rc:aemed lo the people lnthb cc:nlury, the dsanMc:a 110\'1 

proposed have been rc:jc:cu:d. /\a dse Cuntmill'-'C statu, the propotc:d 1g67 
consaltutlcm would ha\'C tJCmllttc:d "loc:al Ko,·ernmeuu tu IMke glfta nnd 
loans ••. 'lor economic and com10unlty development purpoaa (and) Cor pub-

B 

'· 

lie purpoxa.'" That constitution wu rejected. Ap.ln, jn l9'1t a aliDilar· 
amendment waa propoaed (The Community Development Aaacodmcnt) and 
rejected by almost two to one, 

Uoleu tbe state and localgoveromeota can be fully ICCUred apilllt loa, 
the gift or loan of pYCfDIIIaltal credit lhould be reserved for tnd1tloaal 
pubUc purpo~ao 

To permit goverameot to become the lendcn or guaraotcn o( lut·ftiOrt 
for private enterprises which caooot obtain conventiOnal fioaociag b Ul lo­
Yitatlon to dlauter. 

Scock ln the nineteenth century rallroada proved to be inadequate aecurity. 
Would tiOdl. in aay of our oacc proud Twentieth Century ral1roada bave 
been any beuerl 

Debt Limit 

Unfortunately, jn ita aucmpt to uotalllle the cooatltudonal confualoa, the 
Committee baa c:bolc:n to follow the well tnvelled path mapped by ~. 
conuaJuea• and urges elimination from the Clonatltudon of the ceDiag on. 
debt which local peromenta may lnCU1'. The limit baa been lnduded lo the 
State Constitution ilDCIC •88.a· Theretofore, the Lqilloture had authoriiJ to 
fix such Umlta. Tbe abuae of that freedom led to the •884 cooatltudon. 

Howncr, what the Committee overlooka In iu ICUdl for almpUdty and. 
order, Ia the bulc reuon for lndudinr the debt limit provblon Ia the Coo­
adtutlon. That ratralol wu deaiped to leaYC to the people of the State the 
power to dedde, throup the prescribed referendum pnxedure wben aad 
to what extent borrowlns abould be permitted beyond the amount lped&ed 
by the ConatltutioD. The Committee roposea that the Lesblature tpln Pe . 
vested with the power to determlDe rom time to dme tbe 1UD011Dt wblcb 
each local pvenuneotal eadiJ mar bomnr. . 

'Ibe cooadtutional requl:rement dw the people be aaked to 'tOle oa era, 
lion of new debl wu &ntlmpoted upon the State by the a8.f8 Coaadtudoo.. 
That Cooadlutlon wu adopwd following a period In wblcb the State lent Ita 
credltto rallroada wblch were aevcrely bit Ia the aoalled Panic of a8&7· The 
State waa then forced to pay debt wilbout anticipated rneoua. · . 

Aa the: Committee repon atata. the conatltudoaalllmit on loQJ debt ..._ 
adopted In ta&t following another period of railroad expansion, apcculadon 
and collapse. The bnpact or that crisla produced a conatltu&Jonal ameodmcat 
fixing the amount of debt local pl'Cmmenu might incur. To eaceed the Umlt 
the: apprcml of the people throup coaatlludonal amendmcat wu and Ia 
requln:cL 

Our objeaion to dsc lndlUion o( tbls propos.'ll Ia not b:ued upon poUtlal 
conaklc:ratlona. To tho contrarr, our mnccna b buc:d upon our pcra:ptloa 
of KQ\'CrnnacntalfHUblcma which n:pn:acntatil'C pvcrnnacat DOW fK'Cilo &he 
United Sl1uc:a and In this watc. . 

0\'Cr tho put ao yean, we ha\"C ac:c:n an lncrc.1dDJ( di\'CfJCncc betwec:ta"the 
attltmlc:a of elected oOidab cottcc:rnlnK the: '-'XIJC:ndlturea o( public lunda and 
the attlludca of the people on the ume aubject. I nil Ially tlds dl~ wu 
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n:8cctcd ill repeated rcjectioas by the w&en of propoula by e1ccud olidala 
to borrow and apeo4 ptcnliDeAt 1\lllda. While thole rejectioaa were dw­
Uaed by moldm of pubUc oplalon u abon .... blcd aml1Cl6ab. from a pu­
apec:dft olso to 15 }CUI later, die popular rcicdoo ICCIDIIar more ndooal 
&baa It oace did. 

The d1werpnce between the atdtuda of public ollidala and the people 
hal cxpaocled and ia now rcprdcd in IIWlY parta of the country u a tax· 
payen' rebeWon. CaWornla'a PropoaltioD a& Ia the laces& example of the 
brcaclc.b o( lbc eli~. 

In a dcmocndc aodelf, ooe cannot limply reject repealed popular rc­
apoaacs to pubUc lllua u teUish and shon-eipced. unwlae or Improper. One 
mUll attempt to undcntancl wbat cbe public reaction reJlccta In te11111 of the 
operation of our ctemocradc lnatitudoDL 

In &he context of repeated rejecdoas of SOfti'IUDCntal propoula to borrow 
and apen4 moDCJ, we appear to be Ill an era whell chc people arc prepared 
to give leu BexJblllty nlber dwlmoR to tbc1r elected o8ida1l. In Ugbt o( 
&be aaaoaer In wb1ch electecl olidab have udUacd &heir BaJblUlJ Ill the 
put. we are unprepared to aay that the popular attitude Ia wrons. 

Indeed. abient aucb popularly-mandated rcatrlctloas upon lbe power of 
JOYerameDt oOidala, lt may ftrJ well be that reprauatadYe soverament will 
be unable iD the future eleaively to perform the ..aadal role of harmonlz. 
las the govemmelltal aeeda and upiradona o( the people who arc sovemed. 

The Commlt&ee propoaal dllrcplda aU of the above. ltadhcra to tbe tra· 
dldoaal approach to repracacadye pYCnUDCDt which aeeka to muladae the 
dllcn:tioa alonled to pubUc otldala. We are DOt 10 IUI'C &bat that tradldonll 
approach Ia u nUd u it once aeemed. 

We do not bdJeft tbac lhJa Ia the dale to further enbaace the dbcftdon 
of pubUc otlidall over hcmowilll OD lhe people'• bcba1f of fi&Dda which the 
people haYt repeatedly demoaa&n\Od they do DOt wiab lO MC bomnrcd aDd 
which lbeJ are lncrtulaclr clemonauadqlhef do not wish to han JOYCI'D­
ment apcDCi. 

The damaglas eJfec& of leaYh• auch dedaloa matJng to tbc Lqialaaurc, 
a Ia achocalcd by the CoiiUDittee maJorllf, Ia pracnteil ID awaome detaU 
In the repon. Tbe teiUlu of endlnl the public dedaiona to tejcct borrowlnc 
proposals made by lhe Legislature and the esecud•e by bauance o( "moral 
oblipdon bonda" Ia equally dear. The UDC Moreland Act Commlulon 
called Ia "dc:ct'pth-c" (ntJmt, at p. Go). 

In hs repent In •!JG7, the dbdn~~tul_.•cd Spetlal Consnliuc:c: on the C.onJtl­
tuaiollal Co•"~ndnu of this ,\slaclatlon (with one ntc~abc:r diA:IMn:c:hiR) m:· 
Ollllll&:nded the ume solution lU that now a•ropmccl. In duhtR In, lh:tl Cont· 
mince: wrote: 

"The hl•tnry nf n:(M::ued amcndmenta or aunnpta nl nrntrttlmrrtll u( 
1hc debt limit, 1-anicularly lor New \'ork. City, almw cl&:arly that the 
ltr~nt pntvltiolta are too rcstrlc\l~e In tenns nf abe dtsirt• nl the! 
llniltle or New \'nrk Chy and their governmcmt (cmpha'b "'l'l'lled)." 

The dilfacuhy whh that st:ncmena llmu. It b submlucd, rrnm the aunmp-
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doD of aome o8ice holden lhat tbCf bow what it li that lhe public •dalra." 
Tbat ltnowledce tnnaceDCkcl aepthe YCMa by lhe people of the state aacl 
IDcluded the ndoaallzadoa &bat tbt people dlcl not uadentaDd the wonUas 
of the refercodum propoeal wriuea by tbose In oace. 

We IU(IItlt that lhe public Ia aware that IDOilCJ borrowed muat be repaid 
wlcb Interest ami tbat tu lftCDQC!I IIWit he dno&ed 1p that repaJIIItllt for 
maar yean. The pubUc il lnu:raud 1D IDclla cfemaDCI'as niduad 111a aad 
lea borrowlag; Tbc Commluee propoulla dalped t.o fadllt.1te (IDaeue) 
borrowlnc-

Whllt tbe oommlttee repon achewa any at&empt to rid the Coaa&iua&ioD 
of lu tax Umlcadoal-a propolltloll for wblda tbae are at leu& u a.ay CIDID­

pelUac arpmuu bucd on pYel'llmtDW CDAY'tllleaa and a billory of dl'o 
CUIIlYtntiOD aacl waapced clmaam:adoa (lee, C!.f• HUI'fl y, C'CJ o/ Buf-'o, 
If N.Y. td 6t8 (•9'7f): Wolclm .,, CiiJ of .Roclaue~, 4f N.Y. ad Ia a (af18)) 
-it falb to rceopllc (01' adaalt &bat I'CIIIOYtDg tbe debt Umltadoaa from tbe 
CoDillautlon ln elect further wcakeaa tbe protection of tbe tnpayen' pune 
&bat tax UmltadoDI were 4alped 10 ICCIOIIIplllb. Llqa debta will nqalre 
1aqer debt ICI'¥lce wblcb ID turn wW require lupr cu-collecdo• wlalcb an 
DOt aubjea to the CODI&ltudoDil tax Um.lwloDI. 
. Tbe LqialaiUre of cbe State of New York bu for aaaay yean bcea CDD­

afclered one of me OUtllllDdlDC clellberadYe bodla In the CIOUDU'J· Mew Yort 
.atuuta have MrYed. 11 modela ln many lelcla. h lhould be pcnalueclto cle­
w&e Ita eloru .!'C:propria&e ICIIaladve mauen. Tbe people aboulcl recaln 
cbdr P!!-~Ut ripe of decfdlqlf fUD«Sa abould be borrowed ln aau 
of the debt UmlL Thla b.not to •1 that IOiDe daaap In the pubUc putlcipa­
tion proau may DOt he Uleful. Tile Spedal Committee In agCi'J augatecl 
that a local referendum be utllbed 1D aome ca. rather 'than .a lta&CWide 
referendum. 8ucb an altemadvc In &be cue of ....uer CXNIUIIuai t1c1 or ba dai 
c:aae of ...u llluea aaJsbt he dealnble. . 

The claDpr lllbemlt In ellmlaatbas the debt Umlt il that when opcraabac 
.expc~~~t~ apia bec:omc cmrwbelaalaa. a polllf style e1ort to c:apitallile diem 
wlU once apln be preaenrecl to &be Leplatun by dapcra&e local olicla1a. 
A lellalature shoulcl aot be prmured wader such clrcumllaDca to permlt 
unwlic bomnrlns-

;. lc is arped that lnoOYadye &naDdac tecbDlquea may be authorized by 
abe Legislature on rcquat of Joc::al goYCrnmenll In order to piVIDOtt ladua­
trlal and commcrdal dm:lopmcnL That b mae, but eUmlnatlna public par­
ddpatlon In auaborizlna borrowl111ln cscc:sa or consdtutlonal debt UIDib Ia 
not a prm:qaalal~ to such lnnontlou. Tax abataoeat prapama now beias 
utiUml aa•pcar to be cncnu,.lul aubstantlal new conMnsctlou. Such l'ro­
Rnama arc, h Ia aubmhanlao be prc:fc:rml alnl'Cl they do nnt lAddie: ahe pubUc 
will• lnn~t term obllpalnna In a he cn-cnt ahe 1•rojcct ralb-as they lui we Ia tile 
put-and teY\:nue Ia all that Ia lolt alncc: aao debt waa Incurred and no Inter­
a& and no principal m:cd be rcpalcl to bond bolda:n. 

Various altcrnaahu hue been •UJKaacd: mnu\'C abc conadautloualllmlt 
but require a two-thlnll YOte ln the Lqblat"rc: require an allirmatlvo YOM 
ln1wo dlllen:ntlqblath'C aeuloas; require approval by a Special Coaaaa.lttee 
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or" Borrowing Board.'' None of these •uaalion~, however, bu the aame 
.resuaiai111 ellcct oa luaeuiag governiDCDt cost &bat the pcoplc-choac wbo . 
must pay-cau bue. 

Awidlng clecWoa by the people placed New Yorlr. City and New Yod 
Scate ia finaudal jeopardy. We aboukl not compouacl tbc crron of the put 
by huthudonali&iDg them. U we do, we wU1, lt bal been l&ld. ICUYG blllory. 

Tbe two ICIIloa propoaal goa back. at leut to the atd report of the Tem­
porary Commlaioa for the SimpUficalioa aaclllcvialon of· the State CoDili-
tulioa (No. 5'• at au). 

Tbe Commlaion iuell, however, did not aarcc with the ltalf aud wrote 
that h wu "convloced tbat New Yod Slllce bu been fonunacc in haYlns 
Llle bulc priDCiplellor control of public borrowing &rmlr rooted in the Coo­
atltudon, ••• (and that) the Scatc of New Yod ia DOt now readr to remoYe 
debt ud tax Umiu from the Coaatitudon." Tempor.ur CoiiUILiulon on the 
Rnilioa and 8\mpllficatloa of the Coaatitudon. Siml'lif7irt& o Coml',.• 
CoJUtiCtdiora, N.Y. J..esialati.e Doc. No. 58, (ag&a) 10. 

One metbod of relieving the complexity of the prOYiaioDI of Artide VJU 
without acrapiag the coDilitutional debta Umit wu proposed In a g6? by 
Mayor IJndlay'a Tulr. J'orce on the Coaadtutioaal Coaw:ation. That diatio­
piabed poup wrote (Re/Hifl onci Prol'os•d C0111tit"'ioncal AJMnc!mcnu. 
The Mayor'l Taak Fol"CC oa tbc Cooatitutional Con.endon. May g, •s67 at 

PP· Baud g): 
"All the apedal debt limit exduaiona whicb are applicable only to New 

York. City abould •.• be abolilbed. To replace (&hem) ••• , the City'• 
sueral powu CO incur inclebtedoca abould be fncreaaed. &om I 0~ 
to a&% of the full value of caxable realty, baled on a tbreo-rear nther 
than a &Yeoyear moYiDg ayerqe." 

Similarly, ln •967 the Special Committee on llevialon of the State Coaali­
·~don of the New Yod Couatr Lawyera' Allodatlon. WIOCC In part u lol· 
lowaln coiUICCtioa with local ~t &aance: 

•"'fbe conatltulionally Dlllndated Umltallona aboulcl be retained but (a) 
lhe Umitatioaa on local indcbtednea contained In Article VIII abould 
be: c:aacd ao that there way be a consollclaLCd hipc:r limit on all talt 
aupportt:d debt and (b) tbe llmltatioal on the auwunt to be r.Wcd br · 
m~l estate taxes for local panidp:ulon contained In Mtlde VIII 
ahoukl be: incrcaM!d." (Rcc:ommendatlona (or P.C\·iaion o( the NC\v 
Yod State Conatltutlon, lleporu o[ the: Special Comnduc:e. New \'od 
Coun\y Lawyen' Aaaodallon. "ar•e07)· 

We arc coawlnc:ed a hat elforu to [adlhatc borrowlnK arc 111-addaetl i\fnre­
orc:r, we belie,-.:, It rcn.aln1 c:acntlal for the people theuuelvcato a-anldpate 
in nutltori&illlf public borrowing. lmpi'O\'CmCnt and modendzallon e~f the 
cxiatlnR pro\'lalona ia dcalrable, but not at the upc:nac nf cUnthaadon of pub-

lic pardciaJatiun. 
In 1Vcri11 , •• State, 59 N.Y.td •sG. '4? (1976), JucJsc Rrcltcl alter dCN:ribh•K · 

the .. d,:spcrntc: financhtl crlail In New Yod City" (ibid, Ill ,,, 1.1u) and the 
t.J,\C c:K'liiM: 111'-'Chanllm wrote: 

ll 

... 

'"If the dtj and the state had enonnous agrepte temporary debt, wltb­
out'lauaediate provlalon Cor iu liquidation or Yalld rcfuadlas In the 
agnpte it would be demoaatntift that either the cotutltulloaal 
pl&n Ia not exact CDOap to pznent wbat bu bappeaed or that dae 
plan bu been Yiolated. 

For &be reuou to be ttaccd It ia concluded tbat tbue bu been ao 
conalitutlonal nolat.lon. but lc Ia apparent tbat lbe Kate lD avo~s 
.tolaJon 1w been driYCD 10 tbe briDk of valid pracW:e. .. 

' 

We beUCYC the paenl apprvacb taken by the Committn coward~ ._. 
lag the capabWty of a auanldpal corporation to IDCW' lndebtedaaa. br ullo 
Udng a more comprdtcnal.e barolllCter of Ita rcwenua than Ia pro•lded by 
the praent splCID of relyltlf on real propcny Yalua. Ia a atep in tbc rigbt 
dlreaioa. We dlaapee stronsfy wftb the Coaualttee'a augatioa lbat lhe 
finaaaa of coaatitutional debt Umhatiou be jeuiloaed In LaYOr of aa ap­
proach wblcb leua It to the tole dlacretion of the Leplature 10 cletermlac 
appropriate debt Umhadoaa. Indeed. the CoDUDJttee'a propoaal Cor a "two 
.t.eplature" "VOte on lncrculDg debt Um.lta (without cvcn au bueneiUq 
election) ICCIDI a paiDful attempt to ldlle the YOicc of the taxpayer wbo, 
needlea 10 •r• wUl pay tbroup caxa for the laacued debt senkc wblcb 
lacreued debt wllllneritably encader· 

We beUtYC tbat the Conadtulioa abould. contain debt Ullllcatioaa wblcb are 
baaed on a more c:omprebeDIM auaamru of a localltr'• &naaca tbu the 
cuneata)'ltCID of rel)'IDlJ oa real property Yaluadoaa. HCJWeYCI', the pracea of 
both bins the appropriate llmitatio• In the &nt lnacanc:e anti lor ameoc11nc 
them abould be left to the cwreat proua of conttitulional amendment 
wblch willletft to dlacoanae bomnring u the ultimate 10ludoa to IOfti'D­
mental problema. · 

The mlaority'a objecdoa Ia that the legillature Dl-..t have nstricdoaa 
placed upon It-chat II cbe fundaalental concept of a conatitullon. 

Hlator)' bu lhown tbe lnabWtr of tbe leplature 10 ralat the aeeda of 
local pemmeot wbua that 1eplature doa no& bave to bear the IWpODii­
biUty for tbe fund railing. Hiltor)' bat a1ao lbowa the llcxlbJUty of the deiai­
doa of meauc and lu lnc:oaalateac pauem. apedally wbca depeadeattapon 
federal aad atate pnu to local CODUDunllia. 

The dilerenee betweea the majoritr point and the m.laority potlllon Ia 
clear. Tbe majority placa wldaln the bands of the lqdalature dlaaedoa and 
Ocxiblllty. The minority wlahc:a chat Ocxibllhr and dlacrtlloa be p&lclcd 
within panuaeten act bf tho people. 

,.IIKODOU P. HAU'DIIt 
Buk'IWC H. ar.AUt 
Q...\aua J. Stllf•ut 

EnWAIUI N. Cosnr.\"AN and F.om1 Sft\"Ak &qli'CC with lhe minority Rport 
whla rapea to retention of conatltuttonal llndu 011 local fCOYernmc:nt debt. 

CnAaa.a C. Moa.DUa joins In ihc mlnoritr statemcaniO the cx&eat oulr of 
supaJOrtl!IK ha poaldon on the IJtfll and luau acrtlon (I.e., in oppotl•w ihc 
propoul Q( abc Dllljorit)' report tha& would penult loaaa and panunea of 
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loaPI to private corporatioau or permit public owaenhip o( private corponce 
stock). 

MJDITION4L STJJTEMENT 

jOJUI V, ColtMOaTOif, Ja. CODCWI lD the CoJDiiuuee'a HCIODUDendatlon to 
aubldtuce a broad "p11blk purpoac'' aWMiard for the more detailed problblo 
doDa aplnat glfta aDd 1oaaa now CODtalned in SealoD a of Ankle VW. Mr. 
Coaaonon, bowfter, beUna tbat when tbe. LcPlature aulborba a kal 
ptei'DIIWltlO pYe or loanlll IDODIJ, property or credit to a pdYate lodl­
'ridual. c:orpondon or undenakinc. IOIDC acldltioaal aafepard abould be 
acaNlibed ludl u nquJring a lwo-cblnla lnltad of a majority -.oce lor lqr­
Jaladftacdon. 

CHAPTER. ONE 

CONSTITUTIONJJL JJND 8T.tTUTOlt1 B.tCICGROUND 

Tbe Conaduatlon of the 8we of New York bDpo1ea detailed ratrlcdona 
on tbe luuaDCe of debt bf local pYUD~DCDII. In •9'1a. claplte abae coud­
tutioaal aafcpudl, dac City of New York wu unable to pay certain of ita 
note1 a cbeJ Cllllll clue and lost 1a:e11 10 abe public credit markeL In the 
ame .,_.. the CllJ of Yoakaa abo bad a 1CYen filcal c:riiU. 'Thac crlla and 
d11iaalda experleaced by otber local pw:mmenta clcmoNtnte a f1iDcla. 
mental liWieqlw:r In the laws ao•enalaclocal &nance In tbJa atate. 

Tlda cbapter uesdaa the b11corJ of CODidtudoDal aa4 statutory repla­
tJon of local fin•nca in the State of New York and.ldeDtl&a.eome of the 
map prohlcmal'ftCIIlecl bJ the Ileal c:rbca In New York CllJ uul other 
localltla. . 

A. Hiltorit:al Bca&iground · 
l.oc:a1 pc:mmen11 dJd DOl bacllr larp debll until the early JUabteen HuD­

dreda. At tbat time tbe ilau&DCle of IDIIDldpal.eaultla requllecl apedfic ·~ 
proftl by abe 1-qk'Miare. Tbua, In ala• cbe Oty of New York In& petitioned 
abe LqialalUre for permluioD to iaue fUDdlq boncla. ltaoupt thia author­
ity to pay ol abon.tmn debt hu:urred by &he City for capitallmpi'Oftmenta 
lnclucUac the praent dty halL• When the Lepalature authorized the laau. 
ance of the bonds. It clJd 10 under the lmpi'CIIlon that It wu "ntablialdng 
the crcdh o( the carpon.tlou on a 10lld basi a." I 

By the aB.ao'alucal KO\'Crmncnua had bq(un tCJ lune bond• Cur the purchase 
of aaock (rom ralli'OIW companln wblch agreed 10 crmmuca railroad Uno 
tbrnuxh their tcrriwry. Apprcbeauion over thia practice as well :aa incrcasiu1 
tax. rates brollabt on agit11tion Cor cansthudon:al n:t&rlcdona ou municipal 
lndcbu:dncu.l 

AL the aB.aG Constiaudonal Cum-.:n&lnu, the Commhtcc on Munidtml Cor· 
porations feJIOMt:d :an article th:u would ha\'C I"" IUbttantlal mtrlcdnna on 
the lulumcc o( local tlc:ba,t 1'bc Commlttc:c'a JUOpolal Wat n-jcctcd il&nl :a 
clause put In ill plAn! whlt.h made h the dUlJ or the IA"Rblaaurc tn IJM\'idc 
for abc orgauiution o( chll'l and incnrpor.at"od \'llla~c:., "and mtrin their 
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power to taxadoo, aammeat. bomnrlas mour, CXNalnedDIJ clebc. U.S Joq. 
lag their aediL" I · · 

Punuaat 10 th1a coaatitudoaal pnm.loo, iD •Its the Leplature ~ 
Qa. 6os "to racrlct and npJate t1ae pow. ofiiiU&Aldpq corporadolaa to 
borrow IDODC7', CIOil&raa debll 01' 1oaJa lbelr crecllL" Uafonuaatelr, Ira p10o 
'WialoDI were too raa1cdft. Cltla llld YlUqa coatlauetlto raon to theJr 
olcl pracdce of laa'riDJ_ abe Yplacure euc& apedal bUb au&balillai abem 
lO iDCUf debt for lpecilic 1 IDOPDII. projecu. aad leaatJu ol cenD. 

At r.be 1817 Comdtutloaal ColweatioD aneral Alllllldmelata wee law. 
duccd to UaaJt t1ae amouau ud f'!I'POI'I.Ior wbk:b a local~ CIMIId 
Incur lndebredaae. aad 10 prolalhl& &be letacllaf of local crecllt lO ,mar. 
aaterprlae.• Alcer CIODIIdcnble deblce all dae popoiCid llllft!!dmepu 1Rft 
rejec&ed. 

Wltbou& lep1 obftacl-. local deb& lncreued in abe decade folknrial the 
Ci'Wll War, OD tbe 1\'ll"'p. It twice dul nle ol &be liiiCftale Ia IIMIIed ,...,. 
erty ftlue. M oaecommegca&or bu DOted: 

Borrowlar wu lreelr ladralpd ID, eYeD to pay tbe cumat expeaaa of 
pftlDIDtat, aDd abe loaal were exceadecl tbroup nlundlaa opa-. 
llODI rather tbaa paid olf. wbJie taxa wen allowed -410 80 dcllaqaea& 
ucl eomctlma were aot leriecl at au.u . 

lutead of eutblaa abe abuae ba pub11c borrowlar. the Leplature In aa&g 
enacted Q. 807• the Town BoadiDI Act, wblcb pn lOWIII blaDU& ~ 
lty lO lCild IDODC)' lO nllnNada.U 

T1ae Coaadtudoaal C:onnn'"'oa of •171-71 wu created by the Lqlllaturc 
ln rapo111e 10 a mauae from the GoYeraor tbat called for, amoas other 
thlap. a collldtutloaal ~oa "Umfdnc the amount of ~­
wblc:b munidpalltlea may lacui', and de&nlac dul plll'poiC tor whlcb It aaar 
be lacurred." aa Tbe CoDUDJuee on Local mclebtcd-. r"aDmiDCDIIed c1w 
the indebtedaat of d~ IOWDI aad YIILtaa be Uaalred 10 tea pen:eat of 
aaa.ed property ftluailoa. Tbll propoal wu rejec:&ecl by tbe Comaalllloa.JI 
lnateacl, a aubatitUte ameadmaat wu adopced by cbe Comadaslna and aub­
.equeatly approYed by the Lqlalature uad cbe people In •174· Tta.la "JUUa 
and Joana" pro'rialon was the lnt dlrea NUfcdoD on muDJcipal debt In tbe 
New York CoDitltution. It llaubecaatlaUJ tbc ume u dae pracnt An. VW. 
Ia. WhUe It rauiaccl the purpoeca for whlcb a muDidpallty could lDcur 
dobt. It did not restrict the amount. That ocxurred cen ycara lAter. 

In the aCtcrnuub of the a875 cleprealloa, Co\'m\Ot Tilden callal for tbe 
atabllabalcnt of a Commltalon to ltudJ pwl&'IJ mtanidpal debt aDd tbe 
hca\-y lall bunlcn. nlC nklc:n CommiuSon (ound that the ••public debt of 
the Cltr o( New York, or the larp pan o( It, tqJraenu a nat agrepr.e ol 
nto~'l wutcd. cmbfnlt:d or anbappllcd. • •• It aaaclo a nu~abcr of recotiUIICn­
daalnnt. 11tey were no& adopted bUt they loalled attention on the problem 
oC muaddp;al debt. 

In a88.( ll conathutloaaal amendment w:u adopted which lnapoeed a debt 
limit :and a tax lhnh nn dales with a population or i)\'Cf aoo.ooo (at that time 
New \'ork. Dull~alo ~and ltnchcstn) and their counties. 1bo debt llml& wu 
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fixed at ten percent of the UlaiCd value of raJ atate. The Wt limh for 
county or city purposes wallixcd at two percent of chc: UICIICd value of real 
and penonal property. No Wl llmit wu put oa dae amount requin:cl for 
dcbttenlcc. At the 18M Conatltulional CoaYention the debt llahation waa 
espauded wi&hout mucb dlecugtou to include all dtitl uul couatica.lt 

Durins abc period from •isM to '918 lbele constitutional debt limha were 
Uberalbed on a piec:e1Dca1 buia in order to enable dtia to finance pubUc 
impi'Oftllleau. A city would set around the debt Ualit by lacraalas the ... 
ICIXd nlue of real catate or by aecuriDJ coaatltulional chanp which applied 
only to the particular aituatioa ia the dty or a poup of dtia. The cbanp 
lOOk place io 18gg. ago5o 1917 aad 1917 and wac attempted on odacr oca­
aioa~. There were no chansea durinc the Great Depraaion becauae lbere waa 
little locally fiaanccd improYC~DC~Dt. The eJfect of lhele chup wu to bur· 
den tbe tat of Art. VW of the Ccuutitution "with a multitude of detailed 
apec:Uic acmptiooa aad quaWicatloaa, often of an extremely uuuhory or 
iacooaequentlal nature whlcb lenstJleaed the test conalckrably and CD&de it 
unwieldy and d18iaalt to uaden&and. .... 

A ocw &oca1 &aance artide wu adopted at the 1958 Conatitutional Con· 
YCDtion. Scbool dlaulcu were broupu wi&hi.D the "pfu and loam'' proYiaion. 
Tbe term "corpondon" wu uaended to permit tbe ginac or loanlac of 
moaey or propeny, but DOl credit to pubUc corpondocu. It IDcorporated 
thoae proYWona whicb the dnftcn felt wac ..... aacntial ••• to prcacne 
aad IU'CDIJlbcn local c:recUt." " They were aa followa: 

-indeb&cclnaa may not be contracted beyond the period of probable 
uaefulDCII of the project aud ia aay event DOt for longer than forty 
yean; 

-refunding a:aay not be wed to extend repayment of debt beyond the 
period authorized: 

-all indcbtcdaca ahall haYe behind It the faith and credit of the luu­
ing locaUty; 

-all indebtcdnaa other than temporary clebt lhall be ICrial bonda 
payable In :annual lnatalhaenta and DO laataUmcn1 or prindpal, ex­
cept in tiac case of rc:lundlna. aball be more than so percent In cxccu 
o( the anaallat prior fllatallnacmt; 

-New Yo~ City may iuuc eltiacr acrl:al bonda or shaking fund bondl 
with a maximum maturity of lilty years lor water aupa•ly, r&JIId anmalt 
or dock comaruclJon; 

-:annual appropriation for interc:at on alllndcbtedncu and prlncl1•al 
on boucla and certain abort tcma obllptloau aball be made: If there Is 
a railure oC auch appropriation, abe .. rant revc:nuca" o( the locality 
shall be set apart (or auch purpose. 

A new Sc:ctlon J prohibited abc c;n:ation of a ntunlcipal or other corpora· 
lion (other than countlca, cltlca, towm, Yillaga, Khool dbtrlcu or fire dla-

JG 

,, 

trlcu) poucging both the power to iac:u.r debt aad to leYy taxa or ...... 
menu upon raJ estate. 

Towm aDd Yillaca were ~up& uDder the Ccanatitutional debt Umi&L Ia 
place of the exlatlna uniform debt lbDlt of ao perceat. c111cmat pereatUtp 
lim&ta were catablilbecl for the dilenat diiiCI of pwenuDUL Tbc CIDIDplllao 
doa of the debt aad ta limit& went tied ro a 190-JCIII' aYenp a--.1 real 
property Yaluc ra&Jaao tbul JO the uuaual •• '"L 0~ teetio111 plbaed 
toscther tbc varioua debe adllllcNat wl&b •me darUicatlona aad e~nc"'ioua. 
A new leetioa excluded from tbe ta limit-but DOt tbe debt Umit-clfta.ln 
expcadltura for capital imp!'OftlllCDl IDadc &om cuncat rnenuca. Tbia 
provJaion wu adopted 110 aacounp paJ-U-JOUotO linaadq. Tbe debt U.. 
currcd under Jt Ja c:aUed "pbaa&om debt" becaaue bonda are aot iaued. 

The ca llmit wu a1eDded to all dtla aad Yi1ll&ea alchoup tbe eleuin 
elate wu poscpoaed. Tbe CDIIlputatioa of that we limitation WM IIIOdJ&al 
to exclude pcnoaal property. The taxa which could be railed for opendng 
PUfJ*CI were reclucccl br the UDOunt of taxa raiaecl for the pa'flllCD' of tbc 
debtacnk:c oa certa1a lhon-cena debt. 

At tbe 1158 ConYeatioD the delcptea abo adopted a bouafnJ anlde (claia­
naled Anldc XVIU) to eub1e the Scate uacllll poUticaltubdiYisloal to pzo­
Yide law rent bouaina for penoaa of low iaconae aad for the rcbabWtulon 
of IUbawulanl areu.lt abo pnwlda for a hoaalq debt limit of two peuat 
over aad above the paeral debt UmJt pmcrlbed brAn. VIII.I-&o 

After the adoption of AnJda VUI aad XVIU ia 1918. It became olmoua 
that •tatutory law ia New Yen would aeed rcYitloa ro brfas ltlaiiO banaony 
with the Coaatitudoa. laopentiwe pnm.Jo .. would bate 110 be rnilell aacl 
operatiYe proYbiou relatinr to local baace woukt have to be ~Houpt 10o 
ptbcr Ia a aiape chapcer.al 

Aa a raulc. the Nualdpal Plaaace Colllllliuloa was crca&ed.ll Ju draCt 
Loc:a1 F'aaaDce Law wu ldopted br die Leplature In •IH•·• Sa~a~ertucally, 
the CommJalon olend e:xtealhe tll'f'Dd"'CDII iDdudfa& a 8cbcclule of lAwa 
P.epcaled before ha e:x1auaa aad powea were termilll.led on Nardl aa, 
lfH7·11 Tbe Loc:a1 Plaaace Law bu been uacackd frequently tiacc lbca, 
but baa remained. the bale law ~ die lauanca of deb& by local 
SO'fCl'IIIDe&lllo 

Tbe delepta to the agsl Conatltutloaal Conveatloa hoped 10 acbleYe a 
· uniformity of conttitutional policy In the new anlde and many of tbc pn.­
\'itlona they adopiCd were analapua 10 then alatlaar coaadculloaal ~ 
NoDI rclatln; to atate lndcbtcclnca or 10 cxbtllll atatutory rcqulrcmenu.• 
No doubt. many of the cbanpa rellectcd the thlaklas on local &lliUICIC dur­
Ing the Deprc:aaion, but they were to pro\"0 Inappropriate to coaditioaa 
durinK 11 period of pi"'Opcrity. The (act that Lhc! ConalltucJon hacl to be 
I'C\'bcd aa:aln In ten ycara b "a coananenaary on the tndltion of aaore thaD 
half a century that led to the lnclualon of &hae chansa ••• lu the Coaatltu­
tlon rather than In 11 pncralatatuu:. • a 

In December, ag.a7, State Comptroller Fnuak C. lfoore appGiated a aG 
member coaunlttce to a&ucly and olcr NCDaUDcnclatlona concerning the c:on­
athutlonal debt aaNIWt Umlu ancltbe lbca1 relation betweeA cilia aDd &bcir ,, 
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ecbDol adaalnbttatloaa. The Committee taued leftl'81 reporta which led to 
DWDG'OUI chauaa lD the Joal 8DIDce pnm.ioDI of the CollllltutioD IDd 
c:ontormlna cbaacesta ataautorylaw." 

Benreea •9t9 uul 1951o •INDCimnta faapl~tlns the followln1 Com· 
mlttee propou.b were lldoptecl: 

-the ezdudon of badpt nota from the debt Uaalt; 

-the udusloa of eenala meaue produdas debt; 
-the aubltltudoa or full ftlae few .-.eel ftluc fa the computation 
of debt aad cu Umha; 

-the emualoa from the New Yorlt Chy debt limit of cenaln debt for 
health. cnndt ucl educadoaal parpoM~; 

-cuept for New Yorlt City, autborlaadoa for pay-u-you.p 6Daad111 
oullide debt ucliD limits; 
-the estabJWment of .epante debt llmlta for Kboo1 cUatrlc:u wtillla 
certalD dtlea. 

Wb1le lbe work of lhe Comaafuee ,.. Deca1Uf In lhe IJpt of the condl­
tloaa or lta time. u wu the won. of abe •n• Comeatlon. the rault wu a 
comple& local 6aaaCie art1de enen1 tlma loapr thaD that adopted fa 
a91a.u . 

Siac::e abe early tgao'a. wben the Moore Commlllfoa made ill propoaala. 
local &aaac:e aaaencl•nta to tbe Collltltudoll bawl been few ... The pro. 
poeaJa for daaap. bowe•er, haw beaa dnmatlc. Tbe molt notable aueaapt 
at reYWon ,.. made by the agl7 Coaaaltutloaal Oonwntlon wbJcb eoupt 
to lbapU(y the pk anclloan aocl cSebt Umlt proYialolll. and to combine the 
houaina and paera1 debt Umlu. Thla aiaapll&ed 1ocal &aance artlde went 
down to defeat wbeD the people dlaapproted ~ propoled Constitution In 
at&7, apparently ower tbe blue of atate aid to reiJSioua laatltutlona. It Ia not 
dar how the artJde would haft bred on Ill own. 

B. The NtrOJ Yorl CiC, Fiual Criril 
Thla aectlon aplonl tbe qveatlon of how, with 10 much conatitudonal 

and atatUtol'f detail oa the aubJea of local &nance, the New York City fbtal 
crilia could have occurred. 

In tbe early tgOo'a, the Chy or Nc:w VOlt bcs(an tn bl\-e annual b\hft;c:t 
delidts." Tltc:y wen! financN by deficit bnnowlns. The Trmporarr Com· 
ml~n ou City •1nanca warned In tgl'IG th:u this "m!Rht ~-ell lead tn fur· 
tlwr deterioration In \he Chy'• credit 1\llnllh'R ... ,. Unlurtun:ncly, by \bat 
time the City was deeply cammlttcd tn the practice. 

'llte linranch•JC tnok many forms. Flnt. the City bomnft1l from h•elf. h 
rnul:a "rainy day lund."" '!.he Chy Ia rcctnlred by law to contribute to this 
fund, 10 th:n In lean yean It hu a ready 1oum o( cash. Fmm June so. aglh 
to June: 10. \gli!) the cash balance In the: fnucl d«tea~l (rona $6!).9 mlllinn 
tn $155 thousand. Olhrr ~ne fuiKh were •lmllarly alc:plctcd.• 

In addi11on tn hurrowlnx fmm the r.alny day lund, the: City had local It~· 

tR 

lalatloa paued rellmns lt of the duty to make appropriadolll to the fuacl 
for filcal year ag6s.•• The City Coundl passed leplatlon waiYlnaJ tbe appro. 
priadon requlmDau apln In '964 and for eacb fiiCII1 year bqrinnloa In 
ag68.U ACICIOrdhag to the New York City ComptroUer, had the rainy day fund 
been "maintained and replenlahed u required by the Cbaner, It would ba-re 
proYided II cWhlon Of OYer $18o mlllfon at the point • • , (In 1975) when the 
City (aced a posalble shutdown of operatJona for lack. of cui\." II Tbe Comp­
troller abo drew a sloomy picture of the Tax Deficiency ACICIOunt (:another 
of the Clty'a raene funcla) which "at the end of calendar year 1975 had a 
~eblt balance of $'75-5 million, by rar the larpt debit balance In the history 
of this aCICIOunt. Thla total repraenta, for the IDOit part, money which the 
City bald expected to obtain In real atate toea ••• but which nner materlal­
lzed."M The debit balaac::e Ia thb account pew to IDOI'e than tsoo mWion by 
June 10. 1976.11 · . 

In addldon to depleting Ita reserve funcla, the City luued ahon-tenn aota 
to balance 111 budpL In &acal yean ag6t, ag6s. •964 and ag65 It ltsuecl 
budset notes In the amounta of $\0. $1'/, Sso ud $59 nillUon, respectlftly. 
In fbcal year '!J85. It bepa to laue rtftnue antJdpatlon nota (llAN•) to 
baluce Ill budpL" 1t did ao punuant to lqblatlon which permitted the 
<;lty to luue llANaln a.&acal yeu In antldpatlon of rnenues aurlbutecl to 
or baaed on tranuctfona or actiYitla occ:urrl111 during April, t.fay and June 
ol the fiiCII year, bul not reechoed or collected until after the dose of tbe 
ftscal year." In other worda, the City could uae the following year'a reftllues • 
to balance the current ycar'a budaet- The City'• lepalatl~ memorandum 
laid the bJU would eaable the City to borrow approximately tao.ooo.ooo Ia 
the •96f-ag6a &leal year, but would "not lnaa~~C the temporary borrowloa • 
power In aublequen\ ileal "JUDo "II Ia fact. the City continued to we thlt 
so-called "June accrual" to pi'OYJcle cub for the City at the eod of each filcal 
year. 'Ibla pnctlc:e reaultcd Ia Sss8 mfUioa of the CitJ'• cunaulatiYe de&dt." 

The aaaae act whk:b provided for the June accrual amended the Local 
Finance Law fm. • manner whlcb wu to have an ew:n more aerioua Impact 
on City lnanca. Prior to •965 the total amount or IlANa which the CltJ 
could luue wu llmJted to the amount of revenua actuaUy collected or reo 
c::efved during the preceding fiscal year. The leplatlon removed this limita­
tion and tied the Clty'a power to leue IlANa to the amount estimated Ia tbe 
annnftl budget. The City argtaed that It would receive approximately $58 
mlllloll more school aid fmm the State for fiiCIII year •oGt-•gGG than for fiscal 
'gG.a-agOs. and thnt lu bill would ~nnlt the City to borrow In earlylilcal 
•O'i!i-•!fiG In IUUldp;uinn of the: lncrn\C.•• 1'hil ft:~cl the ~.on nf ~nnlttlng 
hclnnwlnJlliRalnsl O)ltlmlstlc 11!\·c:amc: \.'Sthn:.tes and the: IKtlldinR of a cumu. 
l:ul,·c: drliclt 111 nota wen! mlled o\'ft wbcn ~tmiciJm&td re'-enues ditl not 
anne ln. In 1971 alw Ia\~ w:ts chanJl''tl liR:dn to l)Cm\lt luuancc: o( RANI 
mleem.,hle rrom rcdc:r:tland tt:tlC: llld 0" an "o\·crnll b;ws" r:uhcr than rrom 
sp«flic tr~ or rel'c:nun.u 11d• u:ndtd to obscure! :t ahordnll In a ap«fllc 
t)!f)C of re1'enue.42 

The b'n:mc-e of t:t"C :unlcl1mtlnn notn (TAXa) by the City resulted In 
ntnn! dcoliclt financing. T:\~a :arc notes lamed In antlclp:ulod of ml ntate 
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tax rcYCnua. The City bad on Ita tax roW property which wu not subject 
to taxa, e,s., diplomatic. pubUdy-owned. Mitchell-Lama, and "In rem" 
propcny. Tbb practice tended to lnc:n:uc the ndmate of real eauate tuea to 
be colluted md the IIDOUDt aplnat which the City could borrow. The City 
aho made lnacte,uate pnmalon for taxa UDCOllectlble becaule of defaultlos 
taxpayen or tax canc:ellatlona or remllllou. Nnerthelea. the City laued 
TAN•iplna& tbeae rnenuc Cltlmata. Notea wen roUed o.,er when antici­
pated taxa were DOl collected. MOlt of the TANa OUtltlndlng It the time 
of lbe lilc:al crilia were iaaued apinat auch rewenuea. reBcctiag a de&cit of 
hundreds of aillllona of doll an. Indeed, the State Comp1101ler hu estimated 
"that the floa million of real eata&e tuea receiftble on the City'a boou at 
June ao. 1975 were oYmtated by apprmdmately $4o8 aillllon."41 

The City'e defidt &oaadng wu not con&ned to lhort·teral borrowing. In 
ag65. the Qty epouored a bill to permlt It to laue be-year aerial bonds In 
the amount of $155-8 mlllion 10 liiWlCle dac cost of the Clty'a penaion re­
tirement Jlabllltlea durtnc the 6ecalyear lg6J-Ig86 ... The City arguccl that 
It aeeded the money 10 meet the automatic lnaeue In pension Uabllltla 
maadated by Art. a. 17 of the Coasdtutlon aad that the bDI wu nec:aaa&'J 
to prevent economic bardablp.• Althoup the conatltutlonaUty of the law 
wu upheld Ia Bup;. Y. CiiJ of Nftll'orl oa the pounds that the penalon 
IDd redrclllent paJIIICDtllnYOI'ftd were aot of .. purely cnaslent ueefulneu," 
\he City did concede that the true purpoee of the bond ilaue wu to brld&le 
a pp In the curreat ordlaary apaue budpt.•• 

Since the pemlon bcmowlas ~ only once, It wu not to haYe a 
ludni elect on the City'• Baaaca. Tbe pncdcc of bonowlag for Items 
whkb would. uDder paenlly KC~pted auountlns prladpla. be treated u 
ordinary expeaaa had more llpUlc:aaa In the Ions run. The TetDporafJ 
CoiDIIIIIIIon on Qty Flnanc:a In sg&l condemned tbia pnu:tlce u unaouncl 
and rccommendt=d that current expenaa be remoftCI (rom the capital budset 
and that pema.- the City abould "be compelled 10 do thla by amendmenta 
to the Local finance Law." 4T 

The contrary occurred. The City tponsored leplatlon In the tg6o'e and 
the early 1970'1 amendlns the Local Finance Law to permit all aorta of bor­
rowln~r for current expcma. A period ol probable wefulnea waa lidded to 
pennit borrowtn11 for "Job and bualneu opportunity expanalon pJORRma of 
munlclpalltia.'' •• It wu juatl&cd u an lmatment In human capital u op­
pc*d to bricka and mortar. lt wu ncntually used to atapport the linandng 
of 1be operatioaa of "ae citra YOCatlonal h'Kb IChoollthroURh 1M llsuance 
of bonds. enn thouab wocatlonal education b a recurring ordlniU'J cxpemc 
or co.-emment. A period of probable uaefulnea :authorized the Issuance of 
bonds to pay renL••It teemed u If the Qty could borrow (or anythln1. 

In 191-f• lhe Coun of Appeala In Hwm Y, Ci17 of Dt~OtdoM held uncon­
stitutional a atataate which cstablilhC!CI a period of probable usefulncsa for 
the costa nf the pcnalon ancl retirement llabllltiCI or the dtles of Dulfalo, 
Rnchater and Yonkrn. It dbtlnlnlabecl lbc! Dupjta cue, ,.,,,., on the 
Kround &.hat the ltatute In Du~f· ln\"'IYed • one-time (nndiDJJ or penalon• 
and rcllmnent obllgationa. whereu the ttatute In Hum lnvoh'ed an ongolnc 

10 

,, 

fuadJng o( IUch CODtrlbutiona. The Hurd cue put into question other peri­
ocla of probable uaefulneu of a aimllar nature and their application to the 
City. By the time the Hurd cue wu decided, boweYer, the City waa laulng 
bundrecb of miWoaa of dollan o( bonds for caplwbed expenses each year. 

A Temporary Commlaalon on City Financa "'!led ln 1977: 

In &acaJ ym 1g65o $16 miUion of operating expema wu capiW!zed: 
by &sc:al _1975• when dae City'• &nandal atrUClure almost coUapted. 
~714 million of capital funds, OYer one-half of tbe entire capital 
bucJaet. wu wed to &nance operatlona.Dl 

h wu noc uncD the lbca1 criab that tbe law wu changed to require a tea 
year phaseout of dau practice by the Ciq.u 

For the City to laue bonda for capltaJized expei'IICI, h had to make room 
for them within fu lepJ debt lncuning capacity. One way It did 10 wu by 
exdudlns other debt (rom Ita debt Umlu. An amendment to the Local r&. 
nance Law, aponaorcd by the City In 1g68,lll enabled a munldpallty to elect 
whether to cJwse bo'uaing and urbm renewal debt to the •cr. bouslns debt 
limJt,M or the 1~ paeral debt UmiL" Bec:auae the atanclanb lor exduaion 
of boncb for reveaue produd111 projecta are atrlcter under the·~ llmltH 
tiuan under the •0% Umlt," th1l option .Uowccl the City 10 expaad Ita debt 
lncurrl111 power. 

£yen If the City had retained Ita crecUt ltlllldinsln •97& the ahcer wbuae 
of ltl financing would haYe proYCd cW&cult (or the market to abaorb. The 
Munldpal Aaiatanee Corporation (or the City of New York (MAC) baa cal· 
culatcd that Ia •975 the City bad loq-term &nandag needa o( $soo mUUon 
quarterly for capital and operatlns ape01e1, and abort-term financing needa 
of $750 million monthly, and that tbe City'• ahort·lt!nll debt bad srown to 
$4.5 bDlfon md Ita long-tam debt had lncreued to $6.8 billion, a total City 
debt of more than $u bOUoa." Slgal&candy, between 1g66 and '975o the 
Clty'a shon-term debt pew from 8.5 ~ 10 J6.g'X, of Ita total debt.•• It b abort· 
term debt that muat be paid or renewed annually. 

.In 1978 over $\.a billion, or more than one quarter of the City' a ou&atiDd­
lng ahort·term debt, wu In the form of bond aatldpatlon nota (DANa) re­
latccl to llmltccl profit (Nhcbeli-Lama) houalns.• If the City bad not had 
Mllchell-Lama DANa to renew In 19751talinandng burden would haft been 
cued conllderably. The etatute requires that BAN• lauccl to make loana to 
limited prolh ho"slntt companies or their renewala "mny extend not more 
than lh't yean beyond the orfKinlll dAte o[ issue o( such nou:s." t1 Stanintr 
in agGg, howenr, when A pro,iso wu added extending the period to aix 
yean for DANa baucd prior to agGs.• the perind wu roullHif ex&ended 
wiala lhc reault that the B,\Na were not convc:rted into boalds. 

The City abo lw 1tatu10ry and for coanmctual amuagementa with mt~in 
public bcnc:ftt corpomtlon1 (I'DCI), wldda In many w:tys h1noc se1'ftd u the 
equh'lllenc of iaufns Cltr bonds and notes. Snme of the PDC..llke 1he N.Y.C. 
Housing Authorhy and the N.Y.C. Tnnalt Auahorlty, bad bern In exlstence 
for alollfl time, but aome were cmucd In the t!JGr•075 ·period by the Lql .. 
lature at the "rging o( the City. Son1e of the new PBCa were crated for 
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bJP1r aotaic &aaadnalebema wblch did bot matedalbe.• Other PBO.. 
bowewes, laved buadrecla ol mWioaa of doUan worth of their bonda ucl 
oota to &oaace. operate aad CIOilltrUCt boepltab, achoob. boualllf and other 
fadlida on beba1f oldie Clty,aupported direaly or IDdlrcctly bJ City aecllt 
or nftllua oa a CDDtlaaeat or DOD-CIODtfa&aat bUll. The arraJIIaDellll with 
the PBOs fell IDeo four ca&eprlel: puu~ea, executory Jaae amnpmenu. 
capital raene fuad anaapmea~~o aad aecotecl leua." TbJI ftlt amy of 
lliUltory ancl CIOntnctual arraaaaaea11 enabled cbe City 10 mlolmile Of 
awld debtlladt c:lwpl aacl tenclecl to dDute abe CilJ'• aedlt. 

By the Sprina of lf'1f• New York Qty wu llliii'IOUI &Uildal dllliculty. 
At tbe-ftqUtlt of tbe City the Leplature aated tbe New York City StabUl­
adoa ltaene Corporadoll (SllC).• The SllC cl1lered from other PBCs Ill 
that It cUd DOt CIODIUUCt fadUdel or proYide aenlcel. Ill 10le function wu 
to tell l§ao adlUoll of lu boDdt ucl aota and 10 tum the proaedt cnoer 
10 the cfty. In the sac Act the Leplatm bcliDp and ckdantlon o( pur­
polet ttated that: 

••• the City of New York It fued with a pw eltd """""ct.nl14 
fUcal crUi1 wbkh threalelll abe dlJ'• ablllty 10 pzv'ride eaendalien· 
lea aad lhaebJ eac1antm the welfare of all the lnbabltaDII of 1uch 
dty •••• Aa:ordiJ1117, ••• It II neceauy for a eorpontloll to be created 
to ualtt RICh dty to enable It lo /IJWia """ ,,,.,,., umm durlns 
lbe llbieteea baadred ~- bUIICirecl tnenty-four 
aad llineteea bundrecl MYeDty-lour-alaeceea hundred anenty.Sve 
fbcal yean of aucbdty oae ~nn4 ~ndel hdl.•.(emphull NppUed) 

In aa:ontance with the,ftC Ad.., the Mayor eenl&ed 10 the corpontlon 
$150 mUUon u the amount required br the City for the 191~1974 &leal year, 
and JS'Io mlWon u the amount required br die City for the 1974-1975 Ileal 
year, and be llldudecl the Iauer IIDOUilt u a'lftellue In bit p10poaed budpt 
for the 19'74-1975 &leal year.• 

A few daJI before the tebedaled aale of SllC debt In 1975o a laWIUlt wu 
&led lplllll the City demandi"' that tbe_mc Act be declared uacoaatltu­
doaalu aloall of tbe Clty'a credit aad that the deleadaatt be enJoined from 
btulDf SllC boadl aad DOtel. Tbe aalt aleo claimed that SllC debt and the 
debt laued by cenaln other PBOa were, In reality, City debt. and that the 
City wu tberclore In c:xcas of 111 Conltltutlonal debt llmlu. The Chy post· 
ported the sale of the SRC nota while the cue Wlla In the Cnuru. Jn May 
197~ the Cnurt of Al'f'"l' llftinncd the nlldhy of the SRC Act by" .f to 5 
dcrlslnn,• but by lltat thne the Chy wu nut of the public crC'ttlt n•arkeL 
SRC m:YCI' IMuecl any of h• obllptlona. but the dcd\lon upltcthllnR h pan:cl 
the WIJ ror the cmnion o( M:\C. 

The Jnfq\,lftR Is a brief and by no mans nhausal\'e mlcw of the many "'"YI the (:hy hoi'I'OWed cllrt-aly or hulii"C'Cily to m«'t h• anuual ck:fidu, or 
man:IJtCd to nohl dtbtllmlt chllfRCS, A la'Re rnrtlnn of the d~tklu were not 
fuiMled or were p:ald (or by unfunded ahort·tem1 cleb1. k'1l.-lntl the Chy with 
a huae cunmlath'C! unfunded dd'M"lt. 1'he C'Jiy'a dc:rtcll'nt lltt"'untlnR aystc:m 
lt>ndecltn mnct'ltlthe acmal:amnunt nf tllt'IC unfunclC'CIIIahilhlts. 

u 

,_ 

For example. the City lacumd huae peftlion JiabUlt.ia and aa:ounted for 
them on a cub bula ntber than on an ac:cnaal bull, 10 that the true COlt- of 
~~~annual pension llabiUtla wu not reflected In Ill annual budpt.TO Tilt 
City Actuary bu estimated that the uafullded accrual &bftlty of the In 
major N.Y.C. actuarial pellllon l)'lteml wu "*billion 11 o( June so, 1975 
and that there wu approximately Ja.a billion of u~uaded UabWty on ac-
count of tbe noiHCtuarial pen•lon aystenu. u · 

Addltloaally, th~ precile amount of the Clty'l cumuladve deficit wu la 
doubt Cor a Ions time after 1975 becau.e, IICC:Ordlnc to the SEC, the Clty'a lao 
temal aa:ountlng conaolt "slplfic:antly hlllclerecl die CllJ'a capadty eo p 
ente &nandal data wblcb w11 reliable and accurate." n 

PlnaUy, there waa only limited dbdolure of Information, Ill a form u.efal 
10 lnYetiOra, reprcllns tbe Clty'a de&cita and UabiUda. The City did not 
laue an OIRdal Scatemellt uat111978 when It wu out of tbe pubUc marUt. 
thoup it did laNe aatatement of esaeatlal facti In Muda. 19'/5• Ia coDD~ 
tlon wftb lu lut note eale to the public. 

The aa:ountlnc practlca, the poor Internal controb and the lack of dfa. 
doture DOl only alecud the fnvesdiiJ rubllc'l ability 10 CYalUale .the City's 
financea, It alto dected the dedtlona o public ol&daJI. Had the uue coadl· 

. don of the Clty't ai&Jn been common knowledp prior 10 the lilcal aiab, 
there mJsbt haft been 10me &leal retreDchmenc. Indeed the pi'CJI'UI of CU. 
dOMire and Independent audltlna which the City lw been punulnr alnc:e 
1915 hu no doubt IDCIUied public undencaadlnc of the need for &cal 
ratn1n11. 

But e1'CII bad there ~n ·a pod early wamlns ayllem to alert City ollida1a 
and the ·pubUc that a Anllldalltoi'ID wu brew Ins. the City mipt not ba-.e 
been N'ftd from the .aaonlea ,of &leal crfala and default on Ill abort·tmll 
debt. There were Inadequate controb oYer the luuance o( short-term debt. 
Tbat made poulble the accumulation of unrunded debt and at the ame 
time made the City wlaenble to aaarbt condltJoDL There were lnauiBdeat 
expenditure control mechanllnu and Uttle external praaure to cut expendl­
tura or lncreue rnenua 10 rapond to cbanpiJI economic conclltJolll or to 
avoid foraeeable deldu durlnc tbe lilcal year. The cbecb and balaacs 
within Kate and local pernmental atructura were Inadequate to pre'NIIt 
deficlll. 

Many economic, aodal and political (acton haft been dted u the cauaea 
nl the Clty'a riJClll criab. 1'hele Include In Radon, slow economic pnnh. ablft· 
In~ populations, n'lllhantnnlons. I~ reliance on Yarlable lnterpan­
na~ntal L\Slllancc, lou of Jobs. unc:n1pl0)'111tnt, crime, urban decay, and un­
aound allnatlon o( C:Xpt'ndltnrc bnrdtns u bctnocn tlte City and hl;bn 
lc\'Cit nf RO'unmcnt,fl'l'hete luu~ are beyond our acopc. Othcn have docu­
n•cntecl d~ unctt'rlylnK can.n nf 1hc IUc:al crisis ·nucl done h wcJI.c.t Our 
cnnc:ena Is dcfich linanclnl{. "'hlch w:u the: RO''C!mmcntal rcapmue to tbe 
Chy'a problcnt. 11Jis pr:acdce proved to be: dc:a~ructl\'C! and Klf-dtfc:allng. 

C. Deficit Fltutnting i11 Oll1er Lotttlititt 
1·hc Chr of Nc"' \'ork Ia nat 1he nnly local KO'-ermnent In tills State which 
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'has enP~CC~ fn deficit finaadng during the put ten yean. Although local 
sowmmenca bne lhe power to laue budpt nota to cure abort-term delldu, 
many ol them bnc bad to blue bonda or BANe for a liYC to tea JCU period 
to fund dadr deidu. For example, tbe City of LoJII Beach wu authorized to 
faue ten-year ICrial boadlld the amount of $t,700o000 for the specific pur· 
poaa of funding de&dll Incurred bdore December 1, 1971. The statute 
atatea that &be delidta occuned throup the failure to recelft revenues ad­
mated In lu budget. expenditures In excaa of budscWJ appropriations and 
the lnabillty to collect the fuU amount each year of the &ua lnled upon 
real property." Oa approYlng the bDl. former CoYemOr R.ockeCeller atated: 

... I ba.c repeatedly ex prated my lUOng opposition In prindple to 
bopd &nandns opcradnc ddidu ••• The praent dey pvcmment hu 
indJcated tbat atepa are being taken to help lnaure that limllar delidta 
wW not be allowed to occur In the future, and under these special 
dmuaatanca. the bill should be approftd. 1 am deeply diltreucd, 
bowner, that despite my atrong st.atemenu aplnst this praalce In the 
paal. 10me munfdpallda continue to Incur aubstantlal de&du whh· 
out reprd to their future conaequenca." 

Dddta dfd occur apfn. and in 1975 the Chy of Long Beach wu authorized 
to laue Ita aerial boadlln the amount of tlso.ooo to fund clefidta whJcb 
raulted prior to Decealber 1, 1974·" · 

1& Is alpUicaat ahat die manldpalldes which had to laue defidt bonda or 
~.pursuant to tqpalatfon fubaoned on the Long Beach model cannot be 
cl1ttlnpbbed by tbelr-. aqnplak location or form of pmnment. They 
Include: 1be City ofTI"'f (1814-ooo)." the City of Albany (l14,156.868.o1),n 
Ceatral School District No. 4-Town of BlookhaYeD ($1,100.000),ll VUlqe 
of Herkimer {$J5g.ul.go).ll Cllf ol Ullca (174J.OOO),II Wyandanch Union 
Fne School District (17ao,ooo)ll Salmon llher Cmtnl School District 
($s•s.ooo).• Deer Pulr. Union Fne School District ($t,115-ooo),• VIUage of 
Portchater ($&ao.ooo).• Town of Yontown ($8g'J,ooo),lf Town of Charles­
ton (ti7.000).• and Vlllaxe or Monticello ($&Gt,Gss).• 

The c1e&dt &nandng or a:nafn other munldpalltlca Ia worthy of more 
de&ailed esamlnadon. n.e VIUase of Keaetillc Ia an example of a amall munklpallty which 
sot haeU Into dllliculty. Jn 11177 It had ouutandln;a RAN fn the amount of 
S•!JJ•lJOO In antldpatlon o( &he collection or I"C1'Cnua to be rea:h·cd rmna 1he 
St.1tt: ;anc1 tbc fcderal~eort:rnmc:nt In connection with Lhe construction o( a 
~ lfllCID for the VlllaRC. Unronunately, It had spent for other purposes 
the re,-muca aplnst which lhe note had been Issued ancl could no longer 
rc::uon:dJiy CXIK:Ct the balance or the reYCnUCI to be rc:celvecL It obtained lqr­
bladon which "In all rapectsleRalllftl, Yalldated. nstllk'd 11nd connnncd ••. 
[tl.e note) notwithstanding the fact thatauda note wu lauc:d In ''lolatlnn of 
certain provlalona o( the loc:al Gnance law •••• "II 11te llnlulc: dc:cl:~n:tl t&a:.t 
the tpedfic object or purpose of rundlli1J all or II ponlon or the note to be 
a tmhllc pUfJMISC! ror which the VillaRC n111y wue its hondl or DANL.lt ... 
slptd a period or probable uaerulness or 10 Jan to $70,1oo or the principal 
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amount of the note and 40 yean to the balance, representing rapcc&ltely 
the portion olthe note for which reYenua had been received and mbapent 
and that ponJon ror which rnenua would not be recelYcd. 

Jn Yonkers there have been four aulbori&atfona to lund de&dta In rtcaat 
yean: In 1g8g ($1 1,8oo,ooo),11fn 1971 ($J,Gt5,ooo)11 in •975 (Sas.ooo.ooo),N 
and finally In 1976 <JSMJO,ooo Current Account Boncb lllued to fund ''ftrl­
ousltcms of defidu attributable to the liac:alyear e~dlng June so, 1976 and 
unaccounted for ckfidu or prior filcal years. Including ouutandlnrlbon 
term borrowinp iauecl to fund cenain or aucb delidtL , , ,").M The State 
baa created the New York State Emcrpncy Financial Control Board for the 
City of Yonltenll and enacted a Special Fiaance and Bucfset AcLN 1\.eceatly 
tbe State hu authorized the adYance or $10,000,000 to Yoaken.IT 

In 1976 the R.ooanelt Union Free School District wu authorized by the 
Lqialature to laue 10 year boncb to fund a $e,s8s,ooo defidt." Becauae or 
"the RriOUI CtnCIJt!nty created by IUcb defidU" the Commialon~ of Edu­
cation luu been authorized and directed by the aurbori&ing act to appoint a 
a~faladmlniatrator for the achool district. Thia adminhtrator llC:U, In elect, 
u an eme~~tRCJ financial control board. The Board or Education of the 
achool dlatrict cannot approYe cunent or future csthnates of achool dbtrict 
revenues without the concurrmce of the apcdal administrator nor can It au­
thorile itema or expenditure or the contenu of b\ldpt approprlatloas wlt.Ja. 
OUt bJs concul'ftnce baaed upon bb &ndlnp that tbe budflet or ftems or 
expenditure are corilbtent with the requlresnCnta or a balanced budget. Tbua 
the dmce of a filcal monitor hu been UICd by the Legialature in a place 
other daaa New Yort City and Yonkers In connection with authoriullon to 
fund de&dca over a long period. 

R.ccently a biU wu paaed by the Legislature which authorl~ea a $s,ooo,ooo. 
adnnce of public achool aid to the dey ICbool dlaulct o( Bullalo becauae the 
achool district "anddpata a cub de&clt prior to the doee o( lhe current 
lcbool rear whJcb wW prnent the dfatrkt from meetln1 lu payruU obllp· 
tiona."" A almilar bW wu paaed which authorized u an adnnce the 111111 

of $51,ooo,oao for eUfible dlf acbool dlatricu and elfsible dtla having popu­
lations In ucas of tes,ooo.teo Tbae "adnnc:es" are 1oaJll by the State and 
arc also a fonn or de&dt Ananclna. · 

The point need not be belabored. These aamples ~upport a concbuloa 
thllt rerorrn b needed In abe bulc local finance laWI of thb State whlcb apply 
to all local pYemmentL 

CH1\PTER TWO 

I'ROPOSBD LOCAL FINANCE JCRTlCLE 

A. Introduction 

A constllutlonal J)"'tcm o( chcda and balances It parllcularly Important 
where nora111l legblath-e procatl'l are not likely to pn:YCnt abuse. Thb fa 
the· cue In m:mcn or local finance: alnce lmpro,·ldent borrowing 11141 post-
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poae the oeed for eleaed olldalt co take unpopular a&ept IUch aa lncrudag 
taxa or curtaW111 public pi'OII'III& 
. 'The alad111 Ardde VI11 o( the New Yorlt State ConatJtudoa aeu aped&c 
and detailed rula aad Umlu for loc:a1 Bnanca. ~t contemplates that the 
couru will enforce these rula and from time to time tbe eouru ba"¥e done 10. 

Oaapter One lho1t1, bcrweYer, that &UIDJ the CoNdtutioa with Percent· 
aaa and llmlu and exduaioDI and acepllona hal DOt worked to pre.ent 
maal'ft deftdt liaandns. UDc:onlJ'OIIecl Incurrence of lcms·cerm obllpllona 
and nen, for a period. default on cnoer a bllllon dollan in munldpal obll· 
pllcma. 

Our propoal for a new Art1c1e VIn (the text of which Ia aet forth In 
Appenclla A) Ia ln&mded to addrat thla problem ln wmal ways. 

Flm. the propoalaeu forth a number of fundamealal prlndpla Ia place 
of the exbllns detailed but far from coaaprebeDthe aped&catlona. Tbae 
Include. 1) the reqalmaent of a pledp of Wtb and credit, 1) the require­
ment of a ba1aDced. buclpt. J) tbe req\drement that tu and rnenue antld~ 
pallon nota be Jaaed lD anlldpadoa of tua and rtftDuea and not de&du, 
4) the requirement of a leplad~f fisecl period of probable uaefulneu. 
&) the requ.lremeat &bat~ bcmowlna not aa:ed llaalu &xed by the Legis­
lature and aub)ect to further rauktion either by the Compli'Oller or by a 
Local rtnanc:e loud atab1lahed by the Leplature and 6) a conalltudonal 
Umlt on real propenr 1ua. Br requlrlns courts to applf bale prlndpla 
rather \han detailed taapaae wblch m&J not CO'ICr all c:ontlapnda, \here 
will be a better prolpecl ror elfec:the ealolameat. 

Second. the propoea1 ellminata the ACed to raon to atn-coaalltullond 
&nandas mecbaalama aacb .. Jeae.parcbue unnsemenu. panatea, debt 
.enk:e rela'ft fund make-up prcmalona and the Uke. It does thla by pmait· 
t1111 the Leplature co autborbe loaDa of aedlt for a public purpoM. llfsid 
ratrlalona on cooperation betwea publlc and private eec:ton are uade­
.U.ble alnc:e tbey may Impede aea.uy propuulucb aa pnllftiDI to pro­
mote Job op.portallltla. 

Third, the propoullllntended to make debt Umlla tDOR electhe. Tighter 
replatloo of local debt latulnc IUtborllf will be adllned by requiring the 
t.eplanare to fix a paeral clebtllmlt u a pen:en~ap of a local pemment'a 
rnenues. Only adf suppord"'( debt and debt approftd by rclerenclum would 
be nduded. Any lncrea~e In thb Jencmal debt limit must he appro\'ed bf 
um acsskma ol the U.lalAlnr. Tbftc Is pro•lalon for additional mtrictlona 
on nll ln.,_. aml shon·•~ debt baaed on .a technical cnlu:atlon nf 11 loc:.l 
R'"~mment'a financial cnndhlou bf tbe Cnmptrollcr or a Lnc:al Finance 
Jlmanl. We bc:lln-e that tbb :1pprnarh will leacl to mnre cnnac:rwth-e bor· 
roWlnJr rcstralllll than the C'XlalhlJI ap&etft or \'OlCf approYcd ndnsJn111 And 
llsnll~ lt;~\t'tl on rcalt'IOJttny \':thaalnne. 

··nurth, tl~ t•MttM:tliC'C'k\ to lncre:ue the lnC'C'nlh-e to rnnlalu the "''t n[ 
WJn:nnncnt. C".o,·rrnmcnt• will hare to li\'C within thrlr cneans. within a 
consthntionally mandated hal:anml blldRct. Jkacue tbe chnlre between cleo 
crcaSC"tl ex~nclhun'l or htl'ft~l taxn will be una\'Oklablr, tlettecl odiclals 
will ht• rnllcd nn In m:akc JIR.'l11Cf clorts to keep npctL~ au lnw I" pcmlble. 
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B. Dctoilm Dilcwlion 

1. S.ction r 

Section t c:ontalna two llmltatlona on the power of local govemmeata lo 
make alfta and loana of their JDODey, property Of eredlt: all sUb and loana 
must be aulhorlaed by State law, and they must be for a public pu1p01e. 
which lnduda Lbe prcnialon of llliltance nece~~ary for the betterment of a 
locallty or lea feiODOmJ. 

Parapaph (b) of Section ' authorizes Joint or c:oopentlve undenaklnp 
bf two or more local penuoen\1. . 

Section 1 rcpraenu a bulc cbanae from Neu Yorlt'a traditional prohibi­
tion aphut sifu and 1oaoa DOW c:ontalned In Section 1 of Article VJJL The 
propoal aut.dtula a broad .. public purpose" etaadard (or the more de· 
tailed problbitloaa. with equally detailed acepllons, whJch now pmrn 
localllnanca In New York. U autborbed by the Lqblatute, a local ptern­
ment would be C:OIIItltullonaUy free to carry OUt a greater nnse of acll\'ltla 
-lodudJnsloana IDd panntea of loaaa to pubUc aad pmate c:orporatlona 
-than Ia now peraalllible. 

The proposal c:ontalna.other p!'O"lalona. howtftl', which would funher re­
~trlct loc:al pwrnmeat lndebtedneu: all local debt would be fuU faJtb and 
c:iedit debt (Ia); all local debt would be within llmltatloaa on the amount of 
lndebtednaa (IS): no local debt c:oukl be laaued for a term loa~ \han \he 
apected aaeful ll(e of the proJect or prosram belna &nana:d (IJ). 

Taken toaether, the p!'O\'Wooa of thla propoul would "'" local gcmm. 
menta the abUity co fioaoce public purpote act~tlea. wlthln prop-am and 
fiUUtltatl"¥e llmltatlooa established by law, (rom which they arc now c:on-
ltltutlonallr bamd. , 

To depan Crom the traditional "sift and loan• ralrictlona on IOCDI 10"· 
emment finaoca requiret Juall&calloa; a bundred-Jear.o.ld precedent Ia DOt 
Uptly to be dlaarded. . 

The reuon the Committee ha decided to recommend thla new approadl 
Ia that the praent c:onalltudonal pro'lblon Ia unsatisfactory. Crated to pro­
tect the public pune from buccaoecrlns nUroada, It doa not provide an 
adequate lepl bub for maar current local PfORtiiDI• which Rre pettdml 
11 oecaury and ba\·e In fact been opendve for decadea. The conalltutlonal 
history or New York Ia ~plete with anlfka o( quallonable lrplltf daiped 
to 0\-.:rcome the ratnalntl o( Artklc VIII, ••• n.e CO\Irtl lun-e been given 
the awkwanl task of rccondllns: UfRC!nt p\lbllc n«!da whh a rlRKl c:ollllltu­
donal rrohlbltlon. Tlec rnult haa ~~~ n .crin nf d«blott~ upltokll"'f ROY­
en•ntent:d actlnn nn n ~ak and C'C'!Uimc':ll ba'll. (.tr,, ~-~: .. C01nr.rt1Al ,., C/17 
of ElmiN, Sol N.\'. 1t.18 (1955)1 ll'ein v. Cit7 of N'-1'11 l"ori, 56 N.Y.ed Gto 
<•o7s)). · 

1111• rnuh Ia uu~tlJCactnry hrca1uc lt trt":tiC'\ cll•rt"'~ (or the law, en­
cnunRts elabuntc (and cxrc-mh-e) tlc~\·l~ to clrcum,~nt the Cmuthudon, 
and prmnatn lltiRntlnu with aucnd:ant expense and mttcrtalnty. 

One rcspon~ Is that el«aed olfirlals ~honld stnr cloln!f wh:u 1!1 not clearly 
authorla:d by tlte ConJtllllllon. That Ia u nb\'lous aa It Ia daln blc:. But &he 
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hllcory of the Stale and Ira munldpalldel (and of many o&ber atatea and 
munidpalltiea) lndkatea the tendency of rigid ratrictlon to lead to .. gim­
micb" and abuse. Moreover, neltber tbe Lcablature, local ul&dala nor the 
public bne a ftrJ dear Idea of whatla c:ooacltutionally penalulble In New 
Ycnt. AI lawym. die Co1111Dittcc'1 talk lito help ltrucwre a Conatltution 
whlda will n8ect IOdetal aeedl aad permit ntloaal dedalon-maklag. 

Tbe propoaal would do t.bla.lt would permit locaUtlea to ad dlrecdy, with 
atteDtloa foculed OD lal liaa1 CIODiequeneea aad bued on a dear det.ennlna­
tloa that local udslance to pubUc or pri.ate entitiea ~ena a pubUc purpo~eo 
It woald pamlt mattea of poUcy to be dearly I'CIOhed aad boneady lm­
plemaued. 

Contnat the current meant of taOlriag inaportaat &teal quatloas. Either 
an elaborate dericle 11 created 10 own:ome a constitudonal problan (111, 
'-1·• W•ift .,, CIC, of Nftll J'ori, ~~apro) or a unall, incremental exception il 
made co the conatltudoul prohibition lraelf. The onrinalslrt aDd loan pro­
'lialon contained only one exception permittins ud 10 the poor. (See Con­
•titudon of •846, Art. VlU, I••• aa aclded In •814·) The current•enlon con­
tabu a Ions lllt of exctpdo111, wblcb Is ltill be1J11 acldeclto oa a pJecaneal 
bub. The latest aapdoa, apprcmd Ia ag6J, pemdra the CJlf of New York 
10 increaac petllfoa beae&ra 10 RarYhon of me~~~ben of Ira department of 
atreet dcaalns. No Uleful JNIPOIC Is IU'IeCl b)' enabdDIDS IUCh a piO'IIalon 
in che State Collltitutioa, nor by nquidnslt 10 be aubllllued to the people 
of, aay, Butla.lo for approwal. U It ia an lmpon.a.at JOfti'I'IDCDtal purpoae. ic 
lbould be capable of adaletaDea& tbroup lepiati...e autborilatioa. 

Moncmr, New YOJt.'a Dlaeteeath century problbldoaa are W..ulted to 
tbe demands or contemporuy aodety aacl the dORr relatiolllhlp between 
the public and pd'lllte aecton. Ia pardatlar, we beUne that locallda should 
be more free 10 act Ia order 10 paerate pmate ln'ftltiDCDt and economic 
and job de'lelopmeDt acdrillel. New York State an4 ltamualdpalltlea ba'IC 
been dlaad.antapl In tbe competition IUIIOD8 tbe atata 10 attract new In· 
duatrlal and COIDIIICrcial acdnty. One or the diOicultia with the abtlDJ sift 
and loan ratrlctloa II that lt doa not permit public aacl prlwte enwprile 
to combine In order 10 caphaUze on the •lftnl'lbl o( each. Too ohm, the 
oaly ,altcmatlw: to abandonment of a privately l::ldcd ac"lcc Ia complete 
pcmment ownership and operation. Since il a pos~lblllty of new 
Fc:derallnccntlvo for urban lnvcaunent, It ia utremcly Important that local 
P"emmcnt be able to rapond to titeSe programa in an clfectite and llcxible 
m:lnner • 
. The ptoblcm of reconciling constiuulonal tradition with the contentpn­
mry nftCis of loc:d pYemmcnt ia not unique to New York. Other 1t.1ta simi· 
July altuated fta.,e wrcatJcd with the an1e qucatlona. lllinola, whlcb had a 
proYialon much like New York'a praclll Klfl and loan restriction (Ill. Conat. 
of a870- An. IV, §so), recently acnpped ti'IC traditional fonnulatlon and 
~ubstltutcd thla almple prlndple: "l'nbllc: fundi, prof1CrlY nr cn:clltshall be 
aucd only ror public purpmc:s. N (111. Canst. or 1970· Art. VIII, fa). l'ennayl· 
,·anla, which for o.er a ccntUTJ haa h:acl restrldlona anbatantl:ally almllar 1o 
our 1\nlc:le VIII, f•, In •!JGB added the followhlff lnnJI'IAKe: "1"hc ~neral 

18 

Aatmbly may proYide atandarda bJ which munldpalltla or acbool dis&na. 
1n117 sift' inanciaJ lllliatancc ••• to public acnlcc, lndullrlal or conuaadal 
auerprlaa If h shall &nd that sucb uabtance .•• Ia neca.:ny to the health, 
aafety or welfAre of the Coaunonwealtb or any munfdpallty or IChool en. 
trlct." (Pa. Const., Ardde g. 19)· l'fichlpn'a Conttitutlon of 1g65 proYidca 
aimply: "Except u otherwise provided In thb constitution, no city or 'li1Jaae 
ahall have the power to loan ita credit for aay prl~te purpoae or, except aa 
provided by._., for any pubnc: purpoae." (An. ,,fa&). 

The propoaed draft for New York aceu to achlne IUbstand:ally the UDI~ 
result ullUnoll, Pennaylftftla and Mlc:hlpn- all Ill ttl with sJmUar biatorle. 
and •imilar problca»-haYe aought and achieved through recent anutfna­
tloaal reform. 

When the matter wu lut fully considered in New York-at the Conatltu­
tlonal Convention or •967-the Conftntlon concluded dtat the &nandna 
power. of localpYernmenta ahouJd be peady broadened. The Coa~tltutlon 
It propoted would haft enabled local pvemmeata to 1n11ke girta and loaaa 
(lndudlnaaUta aDd loana to printe corporatlont), •·ror economic and <Dm­
mualty dnelopment purpoacs• (Ankle X. tu.b.); 10 make aucb &lfll and 
loans "(or ~ubllc purpota" (Art. X. I•B.a); and 10 panntee the obUptlona 
of any pubUc corporation "for economic and community dnelopment pur· 
poaca" (An. X.ltl.b.). The •9&7 propoeed Constitution de&ncd "economic 
and communllJ dnelopmeat purposes" very broadly, to ". • • include tb~ 
:renewal and rebulldlng of commualtla, the ck'ICiopment of aew CIOIDIDuaJ. • 
tla, and prosrama and facilltla to enharke the phyalcal cnnroantentaJ. 
health and aoCial welJ.bdns of, and to encounse the apanalon or economic 
opportunity for, tbe people of the atate." (An. X. tu.a). Of coune, the • 
entire •9&7 propoacd Constitution wu defeated. 

Apln In 1971 an elon wu made to broaden the conttitutlonal bub for 
local pvemment action in the area of community dnelopmcnt. Tbla IIIICilcl­
meat wu defeated afler double paaD&e by the Lqialature. Since then, the 
need for cbanp-and the pp between aprea constitutional authority and 
actual go'ICmmental actJYity-bu widened. 

Tbe present pro•blona of Article Vlll, ~eetlon 1, do notgh-e dear author· 
lmtlon for what elected ollldala ba.e for decades percelftd aa nec:euary·pv. 
CTnatent initiativea In community and economic development and other 
area. Rather, they lead to contn'-ed and ingenloua10lutlonato preuiag pub­
lic concmu. whlc:h an: then upheld by dlvldc:d ond troubled couna. Other 
llnta h:l\'C mnde COIIItltutlonal changes whlclt permit more atrnlghtfonrard 
dll"«tion for these actMtles. New \·ork ahcmld clotho Mme. 

The Committee alao beliem that It Is d~rablc to pcmait unita of loaf 
p\-crnntent to act t•lhcT and widt the prh':lte ~eetor fnr mutually ~ 
upon projects or functions. Steps In this dln:ctlon \\'Cf'C: taken when the very 
latrfcth'C proYiaJOftl o( the t958 Coautitutinn wen: c:ucd by a te:rio of 
amcndmcnll adopted In the 19505. In the future: auc:h lntcr~mmctnal 
w:ntura should not need apc:d&c conldtutN»nal authorization, but mould 
be authoriiCd by the Lqblature, •ubject only to the bade llntltation• on 
debt and caxea. Thus, the Committee: recomrucnda the general languaae of 
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· panpapb (b) of Medon a ollbe draft. Ill place of the clctallcd prorialoDI ol 
alltiagledlons 1 aDd. 11, wblcb would be ellmluled. A1lo modl&ecl would 
be the proftsloDI of a1tt1af Anlde VIII, Ia and f9, and Article X. 15• deal· 
Ins with the llabWty of poUUcalaubcU'filloal for che paJDICnl o£ the obUp· 
tio111 of c:ataln public corpondona. 

•· !tdioftA 

The &nc ecntence of propoecd Section 1 repeall without aubstantlve 
change the &nt acntence of tbe aeconcl parapph of ubtlng tettlon 1 and 
continua the exlatlns constitutional requirement tbat no local pvemment 
c:.ontnct indebudn• ual• it abaU have pledged Ita faith and credit lor the 
payment of prfndpal and lnterat of RICh indebtednesa. While the Committee 
hu conaldcml cban&l"l these proYJalona to permit the .. uaDce of boncla 
baW:d 10ldy by partkular rnenuea. It hu not done 10. The Committee be- • 
Una that evea eclf-llquldatlng debt lhould In addition be leCUred bJ the 
pent nMaue powm of a local pnnmcnt through a pledge of Ill faith 
aDd credit. 

The plcdp of faith and credit II particularly Important IInce It hu heen 
pen added force by tba Court of Appeab in Ill recent dedslon In FI1Uhin1 
Naliorud Bo"l v. Munldpolblltan" CortoroliOfl, fO N.Y.Id 751 (19'71). 
The Court placed central reliance on the faith and credit requirement In 
dcclarlag unc:olllthudonal tbe moratorium on aulu to enforce lhon-tdm 
obliptlona of the City of New Yotlt. It a&atcd at pp. 7U-7J6: 

'7be State Coaldtutloft replalll ct.lf dac clebt·lacun'l.. power ot 
local pterlliiiiDll. ~Cf to_ thla CUI II tbat a dty IUY DOl CDDtraCt ladebted• . 
11C11 .._ It bu 'pledpd Ita faith and cndlt for the payment of the prln· 
dpal dacreolalld the laterctt thaeoa' (NY eon.. Art. V1U, fa). 

• • • 
'"A pledp of the dty'l faith aDd cndlt II both a CIDIDmltment to pay and 

a CIDID1IIlUDeDt oltbe cllfa ..._ ....... &Ins powen to producz the funcll 
to pay. 11--. aa obllpdon CDDtalDJat a pledp ol &he dty'l 'faith aDCl 
crldlt' II leCIIftd by a pnaa. both co ,.y aacl co welD pod lalth the chy't 
pDiftl....,.... powm to prDCluce lllllldenl funcls to paJ the prlndpal ami 
IDtaat ol tbe obUptlon u It bccoata due. 

• • • 
"The CDnllhUtlunaJ lft!Uircmmt Of a rlftl~ nf the rhy'l fahh alld CR.'dh 

Is not 111Wied IIK"IC'IJ bJ Clllla1'hlflll tt:atcmmt of tiiC" 1•ko.l~ In tllr tnt u( 
the obllptlon. The la•t Is a 1tra1._c a""lmrtll 1nadc 1,- n:tfiOIIIInlll. It b 
cllmadl 10 u~tdc:nland lhr lh,.nrial nluc: uf such :a n111unlllncut 111 aon· 
tr:tllcd whh • 'ntonl' oblilr.atlvn, .Wly ptuhlbhcd by lite c:umtltudun lnr 
munld.,.lhln (NY (:un.t .. Art. \'lll,ft). lnatntl, by auy 1n1, wlac:tlll'T h:~tc,l 
on rnlbnt or ~c:~tslbllhy, the city Ia CVI,.IItullun:lllr obiiRnl In lillY ami '" 
UJe In JIOnd l:ahll 111 R't\'IIUe puwcn 1u t•ruduce fuuds '" par lin: JlllnriJ~;~I 
oil he: noln wllat dtK' ••• ," 

In order for local IJU\"t'rmncnllto ha\1: tlte power tn r:tlr.c~ nt:eck"l huub In 

!JO 

time ol cW&c:Uity u well u In dma of prosperity, &here lbould be lio doubt 
&hat clebt wUI be paJd when due. Tbb prlndple b conabtent with the abt· 
Inc Article VIII and the FIU1hln1 Bo"A cauae quoteclaboft. See allo.W•i• 
T. c.,.,, 41 N.Y. td 4g8 (19'1'1)· 

The ICH2lled "&nt rnenuaN pi'O\'Jalon of exiatiDJ.ecdon a, pancraph 4• 
lllr.e the "faith and credit" pf'OYialon. Ia clalt.Jned to ~rd the lntator In 
municipal obllptlona with such uaurance. HGWeYer, It Ia not IUtideady n:­
ttrfctlve and 10me of ltalaaguase Ia amblpoua. 

Under the exiltlag proYbfon nery local government Ia required to provide 
annually by appropriation for the payment of Interest on all indebtedneu 
and for the payment of prfadpal on boncla and c:enaln. but not all, nota. 
The proposed section would require that pJOVJalon be made for the payment 
of lntaat on all IDdebtednat and (or the amounu required for payment of 
all prindpal maturing or otherwlae comlag due during thf! 6ac::al year, ln. 
cludlns the prlndpal due on nota not covered by the exlatlng provlaiou. It 
wollld abo provide, howCl"ee', that proYlalon for payment may be made by 
mtans othtr than by appropriation. For example, provision for the paymellt 
or bond antldpatJon nota could be made throup the late of bonds :and 
provision for the payment o( taX and revenue antldpatlon nota could be 
':ftllde by the antldpatecl receipt of the taxa and nmaue in antldpatlon of 
whJch the nota have been baucd. 

The propoiCd acctlon • darl&a current law by proridlrtr that upon failure 
to make provblon for payment of lndebtedneu or upon the faUure to make 
such payment, a tulldent 111m aball be act uide from &nt revenua thereo 
afttr received and &ball ~ applied to such purpoaa. The aiatiRR ptoYialon 
mlpt be read to require the settlns ulde ol lnt revenues only i( there II a 
failure to appropriate. . 

The uae of &be warda "may be required" In the lut acntence o( the aectlon, 
relatlftlto the acttlns ulde of rnenua at the suit of a bolder ol obllptJoru, 
hu been continued. Becauae the JucUdal reUef e»ntempiAtecl by thb IC1l· 

cenc:e Ia equitable ln. nature, It would be Inappropriate to deprive the Court 
of all clJaaetion by aubstltutlng the warda "shall be required." 

5· S•cti011 J 
Parapph (a) of section 5 continua the exlltins requlremeat that ihe Jaau. 

nnce of debt be authoriJCd by alAte law lor ca public purpose. The ulatlns 
Mtlcle \1llap«lfiet llmhatlnns onlocallndebttdnaa; the pro()Oied tectlon 
would n:caulre the Leglsl:nurc tn lix such llmltntlons by I(Ct~r:ll law aa a per· 
telllftJte or ;a 1~1 RIJ'"Cm1111Cilt'l 11:\'Cnu~ auhjc:ct to the f'"W<'r o( the Compo 
antllrr nr a l..oal Fln:mn: Uoanl tstahllshe!tl by the lA"Ri~luturc to Impute 
~~tltlhlnnal mtrlctlona. Any law prodtlln~t (or an lnm3se In such limitations 
\multi bM·~ tn I~ Jlll•oed hy tw" CCJillftuth·e ~dun• uf the ~Alcl•latun:. Dc­
c:msc the lbnh:nlons fi:ccd tmder the proposed Article VIII 'lmuld apply to 
clebt b•ued lor alli"''J'O-'"- the •IJCC:Ial two percent limitation for houslna 
I,UrpoiCiunclrr Artlde XVIII wmtld he re~led. 

l'ar:tJtraph (h) contln~ cxlstlfiR law I'Cf)uirlniJ the LcRislature to lht a 
pcrlnd o( 1•rnbable nK"lulncu. •n.ts pro,•lslon, In adtlltlon to &xlnJJ the maxi· 
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mum maturity of honda, hu U.O buD coutruecl to limit the power of the 
Lqislaturc to authorize the Jssuaace of bonds to &aaace recurrh• operating 
expen~e~. See Hurtl •· Cif7 of BuQalo, 34 N.ad 618 (1974). The ~ectlon does 
not apedfy tbe IIWtimum period of probable wefulo• or the ICheclule of 
debt tenke paymenll (•«·• equalloatallmenu. lnd debt lenfce, the exist· 
lng &01o rule, lioklDS fund amortbadon). £dating proftalooa on tbae sub. 
jecb are deaaUed, and the Committee bellna that the pcKCDtlal for abwe 
on thele mauen Ia notaulicieotto juallfy conatltutlonal realricdon. 

Panpph (c) adds ratrictlons oa the lasuaoce of sbon-tena debt not 
found in the present Artlde VIII but whlcb are applicable to the State under 
ArtJde Vll. The companble ArtJde VU pnnola1on1 hne beea comtrued by 
the Court of Appeall ba Wcirt ,, Ca"7, 41 N.Y.ad 4g8 (•97'1) and Weirt ,, 
SIGle, 59 N.Y.ad as& (19'16) to preclude the laluance of abort-term debt In 
antldpallon of a de&dL 

Panpaph (d) iaapma new ratrictJona on the ilsuaDce o( bond anlidpa· 
,ton nota. Uocler the exbtlng Conalltutlon, the l..qblature may permit bond 
antldpallon nota to be roUecl Oftr for the full period of probable wefulnaa. 
Under Article VU, the State Ia IUbject to a &.e year limit on the rollo.er of 
bond anlldpatJon nota. The propoaal would Impose the fiWI year limit on 
loalhJa but permit an additional one year extension If an appropriation 
wu aaade to retire the nota. 

The prindpal c:baDac dfected by Sectloa s Ia to remcm the lengthy and 
detailed restrictioN on local debt from the Cooatlcutloo haelf and, lnatead, 
to require that the Lqpalatute lmpoae aucb reatrictlona 1Ubject to further 
restrfctJon by the Comptroller, or if the Leglalature 10 proYida, a I.ocal Fi· 
nance Board. Thla c1wJte b remmmmdecl for anenl 1a10na. 

The exbtfng debt Uml11 relate to the Yalue of tuable real. property within 
each locality. It b likely that real property taxa will coDitltute an ncr­
dedlnlag proportion of local&Oftnunent rnenua. and ~C~D~Jrdiqly be leu 
weful 11 a meaaure of the debt repaymmt capadtfa of local so•emmenta. 
In requlri"R that debt Umlta be hued on remaua. the proposal looks toward 
a community'• oftnll ability to repay debt. 

Current con~tlturlonal debt llmlll restrict only actual, direct lndebtednas 
o( loc!tlitla. They clo not restrict auch obllptiona u long-una leua and 
moral obllptlon debts. Howevcr, these obi!K:atloftl cmtte actual or contln­
ttent llabllltla which may impair a localllia ability to repay Ill debts Jwt u 
•uftl}' u any direct obllptlon. In fixing debt llmltaltnder the proposal, ac· 
count will be taken or all auch obiiJPtlona and their Impact on debt n:pa)·· 
mcnt apadty. 

lk:c:lwe the propoulloob co total repayment capacity u weJ1111 total n:· 
payment obllptions, It ahould lead to aaore elfecclvc 11nd more aenaltiYC 
reqrfctlonl on locll lndebtedn-. 

Another reiUOn for mno•hag debt Un1ill from tlae Conatlttnlon Ia to end 
tl1e piecemeal, c:xceptloA·rklden pattern ot ratrictfon which baa evolved In 
New York. Instead of a rational plan for loal debt man~nt, we hue 
a srrlca of exc:eptlona and apedal cua to hAndle apeclal problema on an ad 
hue bub. Morecnu, each o( ll1ae hill to be appro~ by votm throughout 
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the State, although they may concern only a particular locality or poup of 
localltJes. The current ayatem Ia~ both a ratiogal fiac:alttratqry and a neca­
Mr)' degree ol 8albUlty. 

Tbe Commhtee'a pzopoul il ahailar to the CooatftudoDAl proYiaiona 
adopted In Pennaylnnfa In ag68 for local go.emmenll other than the City 
of Philadelphia. (Peon. Comt., Arc. g. l•o). Under 111 conatitullooal proYi· 
aioaa the PmnaylYanJa General .Auembly bu fixed debt Umi11 of ·•GO% of 
the bonowlng bue (avcnae of total revenues (or the three full IUcaJ yan 
prec:ed.lnglocurreoce of debt) In the case of a lcbool dlalrict of the &nt claa, 
~~ of the borrowing hue Ia the auc of • muoty and •so% In the case 
ol any other local pYer111DenL (''Local Covemmeot Unit Debt Act" ClOD· 
thutlng 55 P.S. lf678o 111119, u amended by P.L 1978, No. 51). Countlea 
are permitted an additional•~ under certain circumatanca and all local 
go•enunen11are permitted an addltfoaal so% if required to replace aaeu 
aa a rault of ire. Bood, war or other cataatrophe upon application 10 the 
Commonwealth CourL Aa additional limit ia &xed for leue rental debt 
hued upon a percentap of the bonowlng bate and debe oulllandlng. We 
contemplate that after a careful aad professional ttudy of ubtJns debt and 
rnenue pattcma Ia New York State. the Legialature would fix comparable 
limlll appropriate to New Yort. 

Our proposal mntaiaa additional reatrictlona not found in tbe l'enlll)'l· 
vanla Conatftutlon. oamdy the requirement that lncreuea In debt Umlta be 
approved by t\90 conaecuti•e eesaiont of the Legillature and pro•won for 
further realrictfoa by the Comptroller or, If tbe Legbl:uure provlda. by a 
Local Finance Board. Since the Comptroller or Local Finance Board would 
have the power to Uaah the. amouat of voter approYecl debt that a loal SOY. 
eroment may laue, there will be further wurance that the abiUty ola local 
SOYernment to pay debt will be taken into account. At the 1.1me time provi· 
aioo for Yoter appro.ed debt permica the lqblature ro establlah IDOft con· 
aenatlve general debt llmha. 

Section a allo tlptena cooatfwtlonal reatrictlona on the Iuwana: ollbort· 
tenn debt. R.ecent experience lw abcnm the ctamaGe that the Imprudent bau· 
ance o( lhort-term debt can do to the 6nanclal health of a coaununitr­
even one \flth \'ef)' aubstantial raoun:a. Short-term bonowlq Ia oecesaary 
and proper u a c:uh m:anqement device. It Ia abuaecl when It Ia wed to &. 
uance deliclllacaamulatlnr )'ear to year. . 

The Committee I'CCORnizcs that unantlcip:"ed de6cill cannot alwaya be 
Avoided alnce the budret:ary procea Is dc!pc:ndcnt on estimates. Wh~ a deftdt 
occurs, ahort-tenn borrowlftR may be neceuary. Such borrowing should be 
n:pald In the following fiscal year within the fr:amewort or ll b:\l:mced budget 
for the fL'ICDl ~r of rcp.1)'1DenL The proposal WOlald n!quire thb resuiL It 
b buetl on the conatltutlonal langu;axe \fhlclt now controb ahon·tenn bor­
rowing b)· the State and under which the State hu aucceufully r:~lsecl aubo 
atantl:d ananmall ror Ita ahort·term nec:da. Aa the Court o( Appaab bu atated 
in construing tl1ae proYialo111: 

"Thua. the dma of baulnr tax and rcn'11ue analdpaalun nota wu dc:· 
llpcd to permit the State to borrow ~ponrllJ to DICCI espcma ror which 
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appropriadou 11ncla a .....,_. badpt lane been aaade. but IDr whlcb 
ft9Cinla, lloth CDIIIIIafued IDCI lll&idpa.S. baft DOl ye\ CDIM In, t.bua ad• 
Juatllll the cub Dow or IUa ud ftftDUCI to apetMlltlln!l. rut uothcr 
,..,, thea lllort-tam obUpdoaa ... , - ...... nile Ianda to ... , dc6clll 
Ia the llcalJIU ol '-« lllll pa,able DOt Ia~ &baD Ia eome ariJ port 
t1oa ol the Dallal.,., •• If' any, llallt, n N.Y.Id aJO, 141 (a,e). 

4• S.dion4 

Tlda ltCllon continaea aiadns Umlta on ra1 property taxa lmpoaecl by 
localities for purpoe other than che payment of debt aemce. It repeau 
oeuty \'Ubat.bo tbe wordloa of tbe edatlna coaatllutloa. Panpaph (e) per­
mill pa~ lloaDdaa oulllcle the tu limit for objecta or purpoaa ror 
which a local to•enamaat mu1d bonaw. l.ldadns law lbDits New York City 
to .,.,...,.,..'CO ftnandaa of apltallmprcmmcnca aDCl nqulret tbe City to 
c:barp Its debt Umlt for capltallmproYe~De~~ta ftaanced on a pay ... JGU-10 
bub C\'Cil thoup no boDda an blued (IOG11ecl phantom debt). Tbae reo 
qubemellta do not applJ to otber local pmmmeots. The propoMCI -Ardde 
ellmlaata thJa tpedal treatmellt for New York City in order to encoursase 
the &auaclag from current rneaues of objecta or purpoaa for wblch the 
City b autbortzed to borrow. 

5o S.tdon ' 
'Tblt leedon lc aew. Tbe ftlatlas Anlde VlU doa not require local goy.. 

emmmtsto adopl or 1118Jntaln balanced budpu. Under the propoltd Artl­
de tbe Leplature would _ltldf or tbrougb Ill dellpee &x tbe criteri'a for 
determJnlnc wbcther- a budpt Is t.lanc:ed. lndudlns IUCb naauen u che 
tratmeat of deferred paymenta, 1'elltlftl for contlapllda and the we of 
bond proczecb to euppon apendltura. 

The obllpdon to "1118Jncain• a balanced budpt wowd not of coune pre­
dude the JallbWty of a de&dt. Indeed appropriation for an unantldpated 
but MC:alllfJ apmdlture toWard the end of a lbcalyear may well put a bud­
pt out of balancll. Tbe Leplature would baYe authority to deccnnine what 
corudtuta 1118Jnteaance of a balanced budQet-a power wbJch under our ate­
tutory propoala would be delcpted 10 dae Comptroller. The Conathutlon, 
howeYer, would make clear chat local oCiidsala are unclc:r a duty to cnntrol 
expenditures and tla:atany sltort•tcnn deficit lhaand111 must be tepalcl In the 
rnllo"lnrc year under a balancct\ bud~t. Under this proposal. •• "'"'"' ex· 
bthJR law, bonch could be luuecl lo nn:ance ck!fidll or ex~nditnres which 
wrmld oahc:rwbl- Rh·e r~ In defichatn the cxtmt that the l.q;lal:auan: cnuld 
pm1JCriJ Cllablbla a tM:riod n( pmbable \asc:fnlnas (nr auch purpmt. 

11K! rhld dr:.wb:tdt tn :. b:alanml bmiRc:t ""l•dmncmt I• th:at lnulhle~ 
lllll)" be rcrtuiml In cur&ail tmhlfc pn'Kram• durin~ periaxb of ec:ouonalc fl"o 

c~•lnn. Tu a d~r~. the ftftllt npanl.lnn or fedrnaltnns;nana b:u ln~nc:d 
tlal" dllfitulty ami lncalhln anay in any c:vtnt ntllblMl "rainy alay" fuuds to 
Dlt'Ct C:Xltelldhures wlwn ft:\"alllC arnwtla dccllun. Mnn: (mttbmcul;dly. 
ht•WC\"er, the (nmanlllC!C htlicfts th.,t In (M'tmlt clc:firh ftn:nacln~ wnuhl rc:­
lllfi\"C ntcelnllncrauh'C to annaba the: cmt n( lm-al KCJ''Crnmrlll. 
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'The propoul doa not mandate the uae of pnerally accepted IICCOUntlns 
prladples ln conaectlon whb local accoundftl and budptlns. Thac pri• 
dpla may be a URlul plde to the LetJalataue or to auch ol&c:er u may be 
authorbed by t.be Leplature 10 atabUab repladoDI on local bud&etJill and 
aa:oundiJI. 

6. Olhn S•ttltnU 

Section 5 coJttalna tranahlon pi'OYblona Intended 10 protect the rlp11 of 
holden of exlatlns debL Secdon 6 maka h the duty of the l..esblauue to 
ratrict the power of tuadon, aaetacaent, borrowlftl money, c:ontract~Ds ln­
debtednaa. and loanlns the aedlt of local sovemmenuao Qlto aaure 10\llld 
ftKal pnctlca and prnent abulea. It continua edatlns law wl th added em. 
pJwb on the duty to UlllriiOUnd lbcal pract.lca. Sectlona 7 11nd 8 abould 
be n:ad taptber. 1be deliDitloa of '1ocalaofti1UDellt" In eecdon 8 lndud~ 
exlat.lnglocal unlta and any pubUc corporation with the poWer' bach to leYf 
tua and 10 Incur lndebtednaa. The exJatlng Article Vlll prohibits the 
creation of new pubUc entltla wltb these powen. O.U time the Leplature 
a~ay want to provide for local ~t oa a more rqlonal balls. Scc:don 7 
o[ the proposed Ardcle VIU would not pmnlt the Leabiature to create new 
unlta of local scm=rnmeat unlaa thole exerdalng che authority to Impale 
tua and contract lndebtednea are elected. The finance of auch entitles 
would be eubject to tbe aame racrictloaa 11 apply to exlatlllf unlta. 

., CHAPTER THilEE 

PROPOSED DISCLOSURE LBOISLJI.TION 

A. Intf'oduclion 
Between ag61 and 1975, the amount of local debt ouutaoding nationwide 

(exdudlqatate debt) lncreued by more than 15ocy., dlmblns to almolt $•&a 
bllUon.IOI In •976 alone. atate and local govemmentaluued oyer tf& biUion 
worth of obllptlona, well 0\'a' twice the amount luued In afJ67.1• Tbae 
lncreua reveal a condnulns dependence by local aovemmenu on the pub­
lic market (or a-edit tbrouah tbe lauance of both long and abon·tmn 
obll~r.ttlona. 

New \'ort aurpuacs all other atates In terma o( the dollar amount of debt 
ohllR:.doua outstmaKling. New \'orlr. load KO''mlments (excluding the atate 
KQ\'ernnacua) had O\"Cr $15 billion o( deb\ onuundln11 at the end of lbal 
'!li5·ta Thiatotal n~;un:, well ;abo\"C the lnoel or liD)' other llAIC. rcpraented 
aha!UM • ;~~ n( the debt OUlll:tudhllf or loc:tl gn,-cmnac:nta n.,tlon"kle. In the 
ahort•tcnu debt naartet, New \'nrt local K'""'"mncut nbi!R:ulons Kpretent 
O\'tT 45~~ nr the n:ulnn:al fiKurc.tM J>urh'" the ••·mouth ptrind endhtl in 
No,-cm~r nr •Di7· locnl goYCrmnent entitles and ai:lte :tRCUcle• aune to the 
amarket :alanost 500 limo, lssuln; debt In an :aggrqcate au~atnu ovC!r $to 
hlllinn.1•s 
Th~ at3tbala hl~thliRht the obvlo\ls (act that Nnf \'ork. local pYC:rn· 

meaus ha,·e a s&ronc interest In protccdlliJ their access tn the market and 
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cre.atlag coaldeaa: oa the put of lnftlton who proYidc dW Yital credit 
10urcc. New York State already hu leplalloa on the bookl replath• Ia 
certaia rapecu the bluana: of debt. For example. a Nollce o( Sale is re­
quired in canaeclloa with the pubUc ale of debt obUpdona, apedfyinc 
data reiCY&Dt to lbe oblfpllon beins 10ld.l .. Tbe &llog of a Debt Statement 
(a statement u to debk:oatract.lag power) Ia required prior to the public aale 
of bollda by catala local&Ofti'Dment ealllla.liY A lflteiD of annual reports 
is allo praaibed by New York lhtuta, proYidlog a detallCd analysil of 
operalloaa Ia a format ftxed by the Comptroller.to• The ComptroUer'a Ollice, 
tluousfl Ita Bureau of !umlnalloaa, pcr£orma periodic auditl of local 
pYemmtDt accowna baaed oa the unJfona ayatem of accouata tet by the 
ComptrolJer.l .. 

While thae State mechaailnu are designed to perform a dladolure fuac:­
don, the form and content of the &Unp are auch that. ia IIWIY lnata~ 
they do not adequately inform the tupaym of.thae localltia u to the 6lcal 
coadhlon of the COIDIIWaltlea. and they are Mldom relied upoa by laftlton 
conteaaplatiaf a purcbue or ale dedalon. The praawa of the marketplace 
bawe fon:ed many local pvensment enlltia to blue o8icia1 acatemcata nen 
thoup DO requirement to do 10 esiltl by law. 

The ailtlns framework of federal aecuritla replatlon cloa DOt add to 
the panlcalar dildoaure requhalentt of the State. but ataadl u a potent 
sanction aplDJt fraud 1a the marketplace. While lhe 8ecurllla Act of •9JS 
and the Securttla Jxch•ap Act of 1914 proylde a broad tel of dildoaare 
requlremeac.ln coaaedlon with the publlc dlatrlbutloa of aec:urltla aad sui> 
sequent aecurity tnaaactions, apedflc exemptioal for awaldpal aecurilla 
UIUII&Ctiom bne ldt loc:a1 prtaa~Dtftll free from reptntlon requlmnenu. 
Howeftf, the broad probibitloDJ lpiDJt lnud. material omJulona. and 
material mUstatemeaU Ia ' the offeriDg or we of eecurltla haYe beea broadly 
caaatrued by the couna both In geacraland 1a the munklpal aecuritla area 
aped&cally. Thae pnm.lona apply co "luat&rJ dlsdoaure praently made 
bJ local ROftfDtaenu In connection with the aale of obligations and would 
be equally applicable to any propoula to aupent New York's atatutory dls­
cloaure requirements. 

B. Need for Mo~ Co111plece lnfonMCion 
In cannectlon with the lludy o( clllcloac1n: pnactlca of banc:n In New York 

St:tte, inter,.h.'Wiwere condueted wllb nrfoua rcpn:scmt:uh'CI of the Investor 
c:om~nunhy. ·naae clilcuaiona haYe reftllled a t;e:neral dlssalllfaction with 
the anilablllty o( uaablc: Information with respect to tlce nnanca o[ local 
lio\'CI'nmenuln New York. '1110 principal concerns arc (1) tile fonn of dbcl01o 
urc, and (II) the gc!ntral :absence of reliable post-lan1::ance reponing. 

It '"" the ;;cnmal obtcmltlon of thole lnWYicwed that present dbc1osun: 
J>r:lctlces by New York lssuen do not permit cur compariiOn of laau:mces or 
l'mvlde ln\'Citon whh ln(nrmation In a ntanascable form aumdent to base 
a dt"Cition to Jnlrchue a new olferln; or to hold or sell :an obllptlon pm­
c:ndr In lhc:ir ponfollo. Aa a reaul1, ahhouah New York Stace p.-c:rnmcnt 
eAtldaaunually undertake to compile extcml.e adtedulea relating 10 their 
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finandal operatlou, that lnfonnatJon bu not been presented in a form use­
ful to lnftlton. SlmUarty, the aep~eau of the public which need acxeu to 
&nandallnfonnatloa concemlns the reporting entltles cannot readily proc· 
ea the volume and detail of ln(onaatlon fllecl with the Comptroller'• Olice 
under the ealatlngiJilCID of reportlns. 

The volume ol clladolure by local government lssuen baa increued aubo 
atantlaJlyln lhe afcermath of New York Clty'a &acnl crlab ln late •975• Daplte 
this dramatie Jmprowement In raponae to the dedtanda of the marketplace 
for more lnforaaatlon. It .. the seaeral CDJUeDIUI of the Committee that many 
de&denda remain in the scope. quality and praentatlon of ln(ormatlon by 
local pYemmeDU Ia New York State.uo These defidc:ndea haYe 1e9m!ly 
limited tbe usefulness of the dlsdoaure documenu lO lnftlton. 

C. DrrJtubtJCAI of Federal Replldion 
The major propou1 for federal regulation of state and locnl (lOYCfiUDellt 

dladoaure Is the WDilama Bill, Introduced In 1976111 aud IIJPID In amu• 
In a reYised rona. Under the propoaal. disclosure would be e«ected primarily 
throup the prepantlon and public anllablllty of two types of documenu 
baaed Ia laqe put on the YOlunt&rJ dllcloaure guidelines augeated In 19'/6 
by the Munldpal Finance Olli«n Alaodatlon. By the amendment of aalon 
asA(bXa) of the Securities !.lCchange Att of agSf, any bluer of municipal 
aecurida that bu ouUtandlng, durina any portion of a fiscal 'J'Cil'• an agro. 
gate prlndpal amount of munldpaltCCUritlea exceeding $so million would 
be required to prepare an annual report and reporu of nen11 of defaulL 

NotwhhJtaadlng the alzl; of the blue, any bluet' of munldpal aecuritlea 
would be additionally required. under another propoaecl amendment 10 the 
Securltla Exchange Ac1, to prepare a municipal aecurltla dlsulbutloa ~ 
mcnt lndudlag the types of information outlined Ia tbe annual report re­
qulrementa. While the bJU does not require pre-iauance r-eptntlon or liling 
of dbcloaure clocumenta with the SEC. that federal aaency would baYe coo­
alderable diacretlon OYer the scope and form of dlsdOIUre for both tbe aanual 
repon and dlatrfbudon doc:umentJ. The ablence of tbe pre-laauance rept.,.. 
don or ftllng rcquiranentawould not. we belle,·e, eliminate the lnwlYement 
of the SEC with the content and form of dlatrtbutlon docu.menta. 

AI a me::ana of minimizing federal qulatlon of local pernment lallen,' 
1he bill cxenapta from the annu:d repon and disclosure document maulre· 
mc:nLJ any wuer of munldl'"l securities that b rcquln:d by the law ol the 
a\Aie In whlch the Iauer b OfRDIIIzcd to make dilcloaura that llft "anbstlln· 
dally almllnr" to thole rcqul~d by tiM! bill. Tbc: SEC. as the ulclauue arbher 
o( the: content and fonu of dbcloaure documcnu rectuiml by the bill. would 
Indirectly atabllah the crltc:rln upon whldc st:ue>m:uad:ued cUJCJoaurc docu· 
menu wotdd be judged to determine: If thc:y were ·-.ubstnntlally almllar" 10 

fc:dernl requirements. 
· 1'he Committee bclle\'el tMt the approach outllnC!d herein Is clc:arly pre: 
fc:rnblc: 10 the adoption of mandatory dbcloaurc lqialatlon al \he (edc:ral 
IC\'CI lor the lollowlns re:uons: 
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(a) Noc cmJy are local pteawt entitle tJaea.l .. the creatures 
of the ltala, but lllo·tbe eatlre authority lor aaunldpaldebt &.uanc:ea 
dmtet &om ltate awutes. Such fuadamencal elemen11 of lhe debe 
iauaDce framework • debt llmltadoN. ca raourc:a anllable to 
aenice the debt aacl lhe procedures for dctit llluaace are all ttate 
created. 

(b) 'Ibe aclmlolatratloa of a clllcloture IJICelll caa beat be done at 
the ltate Jewel, daal alate olldala Ia IIIOitltlta. u In New York. aJ. 
ready hne coaaldenble rapoDdbUltiea and expcriac:e In relation to 
local &nandac aoc1 reportJaa. 

(C) State clbdoture propaa1a caa be lnhlftU!d Into exktlng 1tate 
Rportlaf mec:bankn, thereby prOYidlftl laYeaton and the general 
public wllh needed balormadon wbUe bapolliiJ a leaer aclmfnbtra­
the aad coat .,...-on laulaf eatitl& · 

(d) Dlldalun docwaea11 preacribed bJ atate olidala can be de­
slped to lab 1a0unt of lbe pncdal ralltlea and acate atatutory re­
qulremeatl facal by local J8ft11U11enll wilhln oae •tate, but not 
nftalarily applkable to other ata&a. 

{o) Namero• dlatlnctloaa eall& benrem tbe ~· aecuritia 
market and the mtutldpol ICICIU'itlea mubt. Tbe procedura lor cor­
porate aecuril.lea tnnlac:dona are too cletalled and apeadve to apply 
to the typlcaUJ lllllller and JD0re numerou1 IDUnJdpal aecuritla 
tralllaetJona. Many of thCie dllaeuas can beat be recopbed throup 
teplatloa aad ftiUlationl adopted at the Ute lnel. where Ibm: Ia 
pater kaowJedce of the localfuuen. Ofma the potential for an IX• 

paaded role by tbe c:arpontloiMIIIen&ed SEC UDder the WWJIIDI 
Bill. lbe cWiaenca becwaa the anmldpal and corporate aec:uritla 
marbtl mipt be lpcmd UDder lhat proposaL 

(f) There ue coaadtutlonal uacertaindea lmoolved In fedenl lq­
lalatloa reqalrtac the P..&llas of •ualdpal clllcloeure documenu. 

D.Pro#Joltlb 

The ftCDmmended rnlalona to New Yorio'• Local Finance Law and Gen. 
eral Municipal Law (the JtMIJOSaltext Ia aet ronh In Appendix B) auc:ntpl 
to construct a conapn:lmuh·c a)'llcan o( liamnd:ll clhctusure by lncal JtO\'• 
crnnu:naal c:ndaiC!I whhln the baak: rmn1tWOrtL ur c:xbth!Jt Slate rc:1toralug 
tnc:dtanisn"' Th~ 1,~1 n:lits nn abn:e deniC!Itts to ~tcbiC\-c this Jlo:al: (I) ;a 
tlbciU\Ilrc: dncnm~nl (the .. ,.lfldnl JlalCIIII:IIt"). to ltnn·lde lnvntor lnfnnn:~· 
don In cnmK:ctlnll whh tiM! lauance of obllwaalnua by ll 10(111 enthy. (II) amn. 
marlml pc:rlodlc R'ttonln~e (ala~ ... ummarr annual reaJOrq, aucl (Ill) timely 
lnclrtte:mkna nanaln:ulon nf fittanclalltmctllC!I ancllt«<unts. While 1»re~na 
Sa:ne rc:cJIIIrtmrnaa ntMlthe tuhmtary pnctlcts o( loc:alltlts llln-:ady ptrfonn, 
ln dllftti"R cl~rc:a. 1111111J nr lht'IC (uaactlons. the amtmlt:mrh•JI J»ntl"""'' 
arc cl""'"'"c:d In ll:mdanUre rracalcea nf New \'ort localldn In a manner 
lr1nt llkc:ly tn dl•ntpl or bunlcn lOC'DI J;fJ\'CI'tUncnual optntlona. 

sa 

.. 

a. 01/kl•l Sl•''"""' 
HIYIDI opted for aiJileiD of State regulatjon of diKloaurc. the CoiiUDittee 

viewed the 1978 bill. apo1110red bJ Gowemor Carey (S. 4871. A. '1•16) u a 
aound approach aad uted It u a point of clepanure for Ita propoula. That 
1976 Prosma Bill propoaed add.lq to Sectlona 57·00 ancl8o.oo o( New Yort. 
Local Finance Law (relatlq to the ale of bonda "Ul4 nota, reapecdtely) 
new pangrapht with four bulc eleJDeall: · 

a. R.equiiinslhat a "dJadosure document" "be &Jed with the State 
Comptroller atleut ao daya prior to tbe ~&sed Cor the publk aaJe 
of bonda or nota. 

1. EatablbbJng the Comptroller u the admlnbterlns officer of db­
dosure practice and requiring hi• to apeclfy, by rule or order, the 
klnda of iaformatloa to be lnduded ia clbclosure documenu. 

J• Requiring dladoaure docamen11 be certlBed u to .eoDlpleteoaa 
and auuncy bJ the "chief 8ac:al ollicer or aucb other penon or per10111 
u may be dafaaatcd by the &nance board of 1uch JD.unldpality, ICbool 
diaulct or dlautct corporatloa." 

4· Permitting the Comptroller, by rule or order, to exempt any laue 
of bonda or nota froiD &Una requimDcnlllf be determined that aucb 
fillns wu not necaaary or appropriate In the public lntcrat or for the 
protection of laveacon by reuon o( (l) the agrc:pte prindp:al amount 
of &he bonda or nota Involved In lhe putlcular iaaue, or (II) the lliDiled 
character of the pubUc olc:rins. 

Subatantlally aiiDllu bOb were Introduced In 1971 with lhe apomonhlp of 
the State Comptroller (S. 8618, A. aoaa·s). 

The ammdmenll to Local Flbance Law, 11&7.00 and 8o.oo whlcb are pro­
poNd herein follow lhe pattern of the Cotentor'a •976 Propam BIU IDd the 
recent Comptroller'• bill by requirlnc that an "ollldal at.atemeat" be &led 

• prior to the llle of boada or 1101e1o thereby lnaurlnslhat materiallllforma­
tlon ncceaaary to make aa lnfonaed lnvat~aent dedalon will be aftllable In 
a utllllable Conaat. Howner, the propoal oiDIII the requlreaaent of the earl­
Ier bUb that the &Uag be made at leuc ao daya prior to tbe public ale date, 
and the Imposition ol aoy auch time period would reqlllre a nale or order oC 
dac: Comtttroll~r. 

The proposal does not allc:nlpt to b by atalUle a deaallc:d lilting of the 
lnform:ulon which would be JL'Clllln:d to be CO\"crcd In the ol&clalatatement. 
Gl\-c:n (I) the varied nature or the la1111n1 enahiC!I aubJ«t to the Local Finance 
I.:aw, (ii) the: ahenaate forma .,( debt rtJtUiarly luued. and (Ill) the constantly 
nolving need• Cur apc:drte typn of fha:Utclal ln(arm:adnn and disclosure:, It 
seemed lld\•is:tble lO tllllhll•h ll Oexible (onn:ll, UIM~f tiM! llllten·isinn Of lM 
St:ue's dale!( litcal nl1iter, tl~ CAmrarollcr. Such flc:xlblllty h:u bc:c:n DUUrc:d 
by n:qulrlnaalac: Comraroll"-r, by rq;ul:ulon. to SJM.'Cify the catq;orlel of in­
rormadon 10 be clldttd bnm lncalhin bluing obllption'" 

The prOI"J'-11 dlrt•cu the Comltlroller to COIIIidc:r "rolumnry disclosure 
11andarcb l•romulaated t.y u:uiunal organizations of local P'·ernaraenu" In 
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dndoplog replatJoas which enundate the typa of Information co be in­
duded In oiBdalacatemencs. At the praeat dme. the eet of atandanb meet· 
ing thb dacrfptlon Ia the Munldpal Finance Olllcen AllodatJon'a Dildorur• 
GuiuUnu ftw Olmnp of lecurillu , IIGt. Gild L«al ~mmen11 (De­
cember, •9'18) (the "MFOA GuJdelJna"). The propoal permlca but doa not 
require lldopdoa of the MFOA Guldellna in lolo alDCe a ltatute that re­
quired adoption In luU mlpt unnea.uily ra&rlct the lcxlblllty of the State 
Comptrollu ba dafpl .. an appropriate dbdoture document taUored to the 
need. and practlca of New York pwernmcntal endda. We comment be­
low on the format of the tlnaDdal ltalelnenll to be Included In the ollidal 
ltatemeat. 

In order to fadUtate the preparation b)' ialuen o( the pracribed official 
atatemenc. tbr ptopoul pro.lda that any IUIIUDiliJ annual repon &led with 
the Comptroller'• Ofke under newly propoaed faa-a of the Ccneral Mu· 
Dkipal Law 11111y be lncorponted bJ rdereDCe In an bluing eDtltJ't olldal 
ltateaaent. To lnaure that the ol&dal atatcment wUl praent an lntepated 
1tatement of the 1au1ns eatlty'a fbcal condition, the proponl requlra that 
any pordon of a llllllliW1 annual report Incorporated by reference be at· 
taebcd to or lndudeclln aucb o8idal atacemeat. Once a IJilem of anDual 
1ullliiW'faed reponJns Ia In decc. the panUdlam of cbe dlacl01ure required 
In the annual repo1t and the ollldal atatanent. toptber with tbfa provialoo 
aUowlng for lnc:Drporatlon, wD1 reduce the burden of preparing an olidal 
allltement In connection wftb a new oJfering to euentJally an updating of 
IUIDJ!WY report~ already on ft1e at the Comptroller'• Of&ce. 

T1x burden of preparlnr tbe ollidalatatemtnt required b)' thele propOiala 
•bould be llpl&cantly of&et by the~ requirement that tbe Comp­
troller proYide fo11111 of prototype tratenaenaa keyed to the cype and 
alze of the eatlty. ThJa practice Ia pracatly employed with the annual reportl 
required b)' Geaeral MunJdpal Law, fbo and a•· 

The Commiuee'a proposala dllfer from GoYemor Carer'• •978 Program 
BDI by requiring tbat the otlidal ltateaaent merely be dped on behalf of 
the baulng end&y, rather than HccnJfted ••• u to complctencae and accuracy." 
The raaon for the cbanp Ia the concern that ccnJfic:atlon might aany whh 
It an Implied rJsht o( prlnte acttcna blued upon the contenu of the oflidal 
atalematt. without there being auurance or appropriate Indemnification for 
the cenifyhiJ ol&dal. In proYidi"K for tho lnlorm:atlonal ncedJ of lnYetton 
aml dte RCIImtl public. the Con•mluee did not want to rlak dbcour:~KinR 
quallrec:d lndiYJduala from acekln1 publiC olfitc: becaUie O( the threat O( po­
tentially IUIJJICrin; liability which ml;ht arile frosn the laic: o( public obllga· 
tfons. The proposed atatutory revlaiotll make dear that no new Suuc rlshu 
o( 1cdon are creatc:d by the requirement of an ollidal statement, tlaour:lt h b 
n."CDJJIIImlthat. hued 011 cxhlf~ Juclldal prcc:edcnu, the antJ.(nud proYI· 
1iuns o( cxbli111J lcdmal accurhlea law are appllcaldc to State and local offidnl 
JIIIC.'ntetUL ' 

TI•e proposed amendments do not contemplate tlnu the Comptmllcr will 
review the oRicinl llatemcmc. and he would bo predudcd front dclaylnl{ the 
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aale of the boncla or nota on the buia u( ullqed deJidendea in the oflcial 
atatemenL 

WJUie no •pedfic proYblon hal been made for the Indemnification of pub­
Uc o8idab who alp a dilcl01urc document, a proposal drafted by the New 
York State Law lleYIIIon Commlalon, which would hl'fe a broad lmpect on 
all public olficm. Ia under comideratlon by the State Leplature (A. 8oga; 
S. 6fio5). Should the J...esblature act faYOnbly on the propotal of .die Law 
R.nlaion ~aalaalon, lademnlficatlon could alford added protectlon to pub­
Ucot&dab. 

The propoaal empowen the Comptroller to walYe the normal dbdosute 
procedure In thole lDitantel where an ollidal atatemcnl b not appropriate 
or where It would lmpoae a dlaproportlonate burden on the isluins entity 
(•-1·1 a Umhed private tale co lnatltudosa or a ale of abort-tam nota of 
minor agrepte aaaount compared to the •uer'a raourca). Exemption abo 
mJsbt be appropriate ln many of thole IDitances which qualify u "priYate" 
aala of bonda under Local Finance Law, f57.oo: e.g., bonda eold to the 
United Stata pYenUnent, the New York Munldpal Bond Agency, the New 
York En'rironmental FacUitia Corporation, pollution control bondL · 

The Committee belleYealhat In thoae lnatanca where the coat of preparing 
an oJ&dar ltltemeau cllaproportJonately outwelchl the informational benefiu 
wbicb might be alfordecl a limited group of investon In a abort-term or 
limited 1lze olfering. the ComptroUer abould waive the normal dbdoaure 
requir'emenll. Altboup these propoall do enunciate the (acton to be con­
aldered in pntJng an exemption, no &xed ltatutory atandard (•ucb as a 
minimum dollar amount of the Issue) Ia incorporated. lmtead. the Comp­
troller ia vested wftb the power to pant exemptlo01 by rula or ordm ol 
general or partJcular appUcabDity, allowing him to comlder facton such u 
the alze of the lasulng entity or the &nancialeopblatlcadon of debt parcbueia. 

1. SumJMr7 ..4nnwal R•fHm 
Having proYlded for the requirement o( an or&dalatatement In couectlon 

with the initial ule o( bonda and notea, the propoRd amcndmeoll to the 
General Munldpal Law aee1t. to complete the dllcl01ure piOCCSI by requlrins 
a ayatem o( onping &aandal dbcloaure which Ia aub)ect to repLar inde­
pendent reYiew. Three quatlona were given prlmaiJ coDalcleradon In enlu­
ntlng altcnt:ati\'C forma o( contlnuOUI reporting: (I) what lnlormadon do In· 
vestun ncc:d, (il) whc:n: does the exbdnR 1)'1tmt of -reporting filii, and (Iii) 
what solution would pose t.hr least hanbhip to governmc:ntal unlll already 
bunlened with contldenblc p:apenrort. dcmambl 

The New York Gcnmat MunldJ.al Law praently rcqulm loc:al pvcrn­
mcnt:al etttltla to file an annual report In a (onn pracribc:d b)' the Comp· 
UOUcr. Although \hJI report lnducles ClUeiUi\'C! ftnandal data dcsipd to 
rellect a SO''Crftmtlltal entltr'a financial tnnr..,ctlom and a~:~tua. It (aila to 
meet lhe lnform.-ulonal nc:cda of IR\-aton n1 "'ell as the taxpayit'R public lor 
~everal reuom: (I) It Ia uauaudltcd when lilc:d and ia lJIJically not 1ubject to 
audit by the Comptroller'l Oll'lce for two to three yean, (II) it consbta largely 
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of deWied &aaadalldaedula wblch do DO\ fadlltate quick analJIIa of the 
entity'• overall &nandal plcun or CIOiftpariloa to the IUcal performanc:ll! of 
other entitle, (lU) it falls 10 contain any nurad.e dbdolun of aipi&cant 
clm:lopmena, aweda1 to the &nuadal bealtb and operatlona of tbe·entlty, 
and (I•) It ran. to praent &pres In a format wb&C:b peradu euy comparilon 
co prior J'WI' performance. Each of lbele de&deada Ia addreuecl in lbe 
Coaualttte'l propaab. 

In orclu to meet the neecla of bnaton aad lbe pnenl public for condle 
periodic reportlas by local 80ft111meau, the propoata aupplemenc the pres­
eat annual report format with a "auaamary annual report. • Thil new doc:u­
mrnt would IWIIJDai'Ue llpl&canc upeaa of the 6naadallnformatlon which 
Ia already contained In tbe more exhauatl.e annual reportl preaently &Jed. 

Coaalstent with the apfroleh takeD in eatabllthlq the conaent of ol&da1 
atatemenu, lbe Committte'a propoaala lor 'UIIUIW1 annual repont would 
create a Iaible format to be pracrtbed by tbe CompcroUer, upon bmng 
pYeD eonaldentJon to '"9oluatary dbdol1lre ataDduda proanalJlted. by Da· 
donal orpnhatloat of local praoaaenaa.• At the preaent time. the let of 
ataDdarda meet1ns tb1a dacrtpdoa Ia the Municipal Plnance Ot&cen luJo. 
dadoa'a GuluUna 1M u,. 67 ,,.,, o11cl Loeal GoNrnmaab in tit• Prl,..,. 
lioJt of YHffJ lt~fonMilort S,.llmmlaad 01/tn Ct~mml lnfom&allon (May 
tf71). Apln, lbe propoal doa not lllllldate tbe Comptroller 10 adopt these 
MFOA GuideUaea in IOio but autborla the CcnnptroUer to do 10. 

The &nandar atatemana to be Included 1a tbc IUIIUIW')' annual repon 
mlpt, In larp put. be dmrn froaa lbe annual reporta preaeatly &Jed. Db­
closure of cbanpa Ia fund balanca. aacbedule of Jndebtedneaa and an analy­
ab of WI recelpu ud apcma (wltb budpt &pra eoatruted to actual 
amounu recelml aad expended), are preently pan of tbe annual reporu 
&led wllb the Compvolla'a Olke. It Ia undantood daat the Comptroller'• 
08ice Ia now uaclatuh• tbe repJu c:omputabatloa of annual reports u 
&led. B)' maldlt& mulaaum 111e of data procealq capabiUtla, h may be pot­
able lor the State to undertake tbe medaaalca of IUIIUIW'Idnc &nandal ac­
counu for local Fft~DIIM!nt eatltlea. tbereb)' reducing tbdr aclmlnbcrative 
bunlena aad recludftl the llkellhoocl or awildcaJ error. 

"The present ayatem of uanual rcpott1111 doa not lncllaue any material 
c:hanf;a In the openatloa or condition of the rcponi"K entlty or the ecnnorn-. 
luC?f the ~phlc:tlara covm:d h)' the l'fiNIIti"K enchy. nte atleKnrla nr 
lnfonuation contaln~d In the aumma')' annual rqNII'l, on the ntmT h11nd, 
WOUicl con(nrm (tn tltC nCc:ht clC'etiiC:d llllllfntlrJAit' ltJ the Cmntternllc:r) Cn 
the t)'IICI o( lu(on"',tlnn In tiM! nlf'lcial •u"cmc:nc. Th~ elf«t n( thla "l'l't'Oadt 
'"""ld be "' llhi\'Nic: :a rt'RIII:ar UIMl:uht. ur the klnclA nf ln(nrtn:U-11111 oriKin:tlly 
rnml\hed In I he oOidal ttalCIIIC!Itl. AI let the c:aae or financblat:UrtiWhlJ. the 
r .. '"'l"rollcr'l\ (·JIRcc· '"'"'" he able &n a•lncal R'I\Tfntnc!nl' in tiC\'C'Int•lng 
drmctt:rat•hlc and t"Cnnomlc tlat:a. MntecJ\-er, ihc DclmlnlAtratl,·c: htthlc:u n( 
I•RJt:~~rh'K the IMntttUCd aumtnaf)' annttalrepnn woultl be bal:ancttllty tlte 
rnt that It wnuld ha.-e btc!n pn:udcd I')' an olficlal aUilflnt!nt an'l wnulll 
tullsthmc:,lll hlillt)' n:ltiCClS, nltftlJIIn llpd:lti"K or dllt otf'tc:lal Jlllt!111CIIl. 

•J11C fCCJIIff"nltmt u( I IUIIIhlhf)' DllllU:tl h:JJMt W'II.Uitl IIC DpplicaiJie Ulll)' 

~· 

to thole local sovemmeat unlu wblcb (l) have lasued bonda or nota aha 
the elective date of the propoaab, (U) have obtlptlona·ouuuandlns at the 
doae of Lbelr fbc:al year, and (Ill) bawe not been exempted (rom aucb require. 
meat by the Compuoller. Alia the cue of the olfidalatatement, the Commit.­
tee propoMI thai the Comptroller aboulcl be empowered to grant exemptions 
Ia thole cues where tbe burden of preparing a aumawy annual repott b not 
juatlficd by alpi&cant ln.eator or public need (•4·• where aa inalgnificant os· 
pqate amount· oflbe sovemmental unit' a obllptloat remain ouutanclins). 

11te State praently perfo11111 a broad ac:ale audit function u an external 
monitor of the aa:ouuu of local S0ft111mental unlta and public anthoritla. 
The Comptroller'• Ollice, employlnsa uniform ayatem of accounu pmaibed 
punuant to General Munldpal Law, Ia&. ia empowered to conduct pcrlocUc 
aamlnatlona of the accouata of local entltla. N the genenl blrlnc lftae 
bu lhrunlt the nab of tbe Comptroller'• audit ataJf. the frequency of thae 
State conducted aamlaatlona hu dropped to once Cft1J two to three yean. 
Given lbb leap of time between examinations. lawe~tment anlllyau ha.e 
been deprl•ed of current audlf Information and bawe dlacouated the value 
of Sta~ audit reporu a too outdated 10 aid ln.eaqaeat dedalcnu. Similarly, 
under praeat pnctlca taxpayer~ and memben o[ .the public ac large typlo 
caUyleam ofllacal or admlnlatradwe de&denda Ia their rapecti•e jurbdic­
tloat only after lUCia practk:a hue been allowed to matlnue unnoticed for 
eeven1 yean. The frequency of the Compuoller'a audiu. rather than their 
aclequac)' or acope. hu been the maat CDIDIIIOnl)' dted lalllna of the praent 
IJIIeDl of local &aandal aucllt. 

ln acldraalns &he need for current audited linandal auuentenu. the pro­
poaala olcr local pYC1'IUIICDt unlu alternative meana of teaarinKinclepend. 
ent aamlnaUon o( aa:ounu ~ted In aummary aanttal reporu. ln lhole 
lnatanca In wblcb •p.entment Wlit elecu to &le a aununuy annual report 
which ladudea unaudited &nanclalatatemenu. the present atatutof)' require. 
man that the annual repon be &led within sixty daya after the dole of the 
lbcal year (lour monthl after In the cue of New York City) would apply abo 
to the aummary annual report. and tbe Comp&roUer would be requlrecl to 
perform an aaaalnadon of auch aummary anttual report wlthln alx months 
of lu belns llcd. AI an altematlve. a local pcrament at~bject to the require­
mtnt of a aummory annual report would be permitted up to one hunclrecl 
llh)' dllya ahc:r the close ol Ita fiac::ll year to file the repon ll the finandalatate­
mcnta t•mc!nted tlmdn had almadr been exanllncd by and were IICilOlllpa­
tdcd by :m.oplnlon tberc:on of Independent certified public ac:countanu. Thil 
l:ann WMthnd would ll\'Oid tlte public lilhttt of financial data which mi!Jht 
lacc:r be t\lhjc:ct to ft\'ltlnn IIINIII :audh namlnntlun. While nnt 1novldcd Cor 
ex1•rn.,lr In the a•rol"_.lllallne. tht' St:ue miAht cnncltMie th.1t h Is dc:slrable 
to l't'hnbnrse lnc:al Jt0'-erunwnt uniu for at lc:ut part -of the ""IM:Itse hmn·Rd 
by hlrhtt~lmlcott&!ndent cenlfted IMibllc accountants, thcn:by cncnurnRing lite 
U'C ar thllt altcmate Conn nt and h. 

In mi\Ntkrh•tt the audit J•rluclplcs and stnnchmla which ahouhl KOYCrn the 
pn~p:aratlon and l'rt"C'ntatlou Clf financial at:ateanenta conuain~l In hodt oll't­
dal ••ntemenCII and amnmary :umu.,l rt'ltnrlJ, the Cnmmlnee has been ath·bed 
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that. at present. compliance b)' local p\lmlment unla with the State Uni­
form S,.tem ol Ac::munll wDl abo proYiclc &nanclal atatemenu wblcb follow 
natJonal pnerally ac:cep&ed aa:oundiiJ prindpala (u reflected In GAAFR.'a 
Blue Book and !he AJCPA Audit Guide). The Conunlttce baa been further 
adWed tbat udooal pwemmental aa:ountJna prindplel are DOW in a atate 
ol nolutlon. Slace there could from dme to time be dllfaenc:a between the 
State Uniform S)'llall of Aaxnma IIDd pneraUy auepted aa:ountlfll prin­
dpla u they are appUed to local ~t unlu, the Committee'• bin 
propo10 to ~t 8nandal statemena presented In aa:ordance with either 
~et of aaouatlna principia. Howner, if &be lnancial ttateaaenu In either 
an odidalatatcmeat or a IIIIIIIDUJ annual report arc prepared In ac::mrdaace 
with tbe State Uniform Sylteaa of Aa:ouau, tbere aauat abo be an cxpJana. 
tlon (wldcb may be In tenn1 prac:rfbed In rules of the C"4mptroller) as to any 
material dJierenca becweea aacb IJICCIIl of keeplna aa:ouna aad generally 
accepted accountillJ principia u arc In etrect at dle date of tbe ofllcialllate­
meat 01' the I1IIDIIIUJ annual report. u the cue may be. 

ID thole lnacaaca where local ~ll obtain Independent cxamlna­
tiou of lnandalau~ueclln IUIIIIIIUJ annual rcporu. lhe nature 
of the audit to be would be de&Ded b)' the requlmneqt that It be 
In aa:ordance with paenUy accepted audltlfll atandardl. 

.Prcmalon hal abo beea made to usure pabllc aftDabWty of both ollidal 
atatemenu and IUIIUIIal1 annual rcpora. althoup the propoaed atatute 
wouJd DOt pracribe any reqairemena u to d.laulbutlon to purdwcrt of the 
aecudlia. Tbe statute proceeds on tile theory that diatributlon pauema will 
be atablllhed b)' the undenrrlten and daten. and tbat the ltaWte'a func­
tion Ia to aaun the alateace of the olidalatataDeac. Tbe propoaed ameacl­
meat of tao of the Genaa1 MUDJdpl Law would require local Fftmlllalll 
to proYide upon requat the moat recent f11DUDUJ annual report &led with 
tbe Comptroller, topther with aay report of euadnatlon of tlnaadal ~ 
C1011nll presented In that report whlcb may. have been performed. The a..U· 
ability of IUIDIIIUJ annual npo1t1 would be made known co the bolden of 
obUptlona b)' a 1taternent on the face of bondl and nota p~ant. to the 
propoaed rnWon to N.Y. Local Finance Law, lst. 

CHAPTD. FOUR. 

PROPOSED FISCAL AIONITOR LEGISLATION 

A. lr~lroduclion 
Iutepalto the refonus proposed by the Committee b the qucatlon of how 

to Insure that the!)' will be ellectiYCI)' monitored. The ComnaJttcc h:u focwed 
on how exhtlngatatutory RCJUil't'lnCnll for the aupcnlalon of the &seAl :tlbln 
of the Mate'• local pYCmrnenu might be developed to complement the Proj· 
ect'l other propoaab. 

nae Com1nit1ee's point o( depanure b the piOJJOSCd COIUtltutlonaJ require-
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mt:nt that eacb local pemment adopt a balanced bu.t. ne lqp.latlon 
proposed by the Committee mandala that such bud&ea be balanced In ae> 
cordance with atudarcla pi'OIIllllpteel by che Comptroller and that local py. 
eramenll conduct tbelr &uncial daln co reallae that ob~ 

To inlure coaapiJa.ac:e with tbla rcqalrement, particularly b)' local10ftmo 
menta that laue debt. the ~atlon empowen the Comptroller to rmew 
buiJsea, to moaltor budpta of local pYemmenu which eYideace 10qae lorm 
of fiiCil dilfic:ulty (•.g., 1ubltantial or auccaain IJudaet dc&du), to laue re­
poru on compliance with the balanced budget requirement, and to bring 
lcpl actions aplmt localgovanmenca to enforce tbJa requirement and cu­
taJn othm dealing with lbcal clildpllne. 

The Committee pYC mnalderation to che atabliabment of a permanent 
fiac:almonltor to IUpaYiae the 6lcal alain of local pnnuaent experiencing 
filc:al trouble. It wu aqued tbat the cxlatlng EmtrseDCJ Pinaadal Coouol 
Boanb for New Yorlt City and Yonbn were dncloped In mpoaae to sped&c 
dlllicultla abllng at particular lima. Since it wu ac:knowledsed that each 
C"4ntrol loud rellecu a Yariety of poUtlcal compromlacs elected in rea~nse 
to 1ped&c problem~ and dmumtanc:ea, It wa. felt that tbe experience with 
thae Control Boarda abould not form the bull for leglalation of smcrai 
application. lnatead, the dJacrcllon and raponalbWty for fuhionlal an ap­
propriate rapoaae to poafble future lbc:al dlf&cultlea of other local pftrn­
menu ahould be left to future lqlalatura. The propoaed lqp.iallon (the text 
of wbJch Ia let forth Ia Appendix C) foDowa thJa approach. 

· B. Dt14ikd DUt:uuion 

J. Ballan~tl B!Uipl .R•tulmnmt 

The propoted leplallon codl&ea the propoled mnatltutlonal requirement 
that local pw:mmena adopt budpu which arc balanced In that. under 
accounllna prindpla aped&ed b)' the State·ComptroUer, total apeadltura 
arc equal to or lea than total rcYenua for each fbcal year. It funhcr rcquha 
local pvmunenu to conduct their &nandal aJfain 10 that ttieir raulll of 
open tiona arc conalatent with thJI object.fye. 

Under the proposed ltatute, the balanced. budpt rcqulremau would not 
be applicable wbet"C an entity had ad-riled t.he Comptroller, prior to abe end 
or he filcal )'e01r, that u a rault of unforaeen circumatancea It wu likely to 
Incur a deRcit ror that &.ell year llntl that compliance with the balanced 
budget rcquirc~nent would hnve :a material ad\"ei'IC! effect on the delivery of 
euential govcnunentai~Cnlcea. 

1. Def1u11 Comfllroll•r, Division of Alrmiripal AOain 
Since bnth the Commlttre'a disclosure and fdCill naonltor proposab aub­

atantlally Inmate! the mponalbllhles o( the Cona1Jtrollc:r whh I'Cipc!Cl to local 
pYCmanc:nllthatlauc debt, the: Committee proposes thRt tbe Deputy Compo 
troller, Dl\•illo"n o( 1\lunldplll ,\lf:aln, be elc:r.atcd to ltatutory prominence 
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c:ompanble to that of tbe Special Deputy ComptroUcr lor New York. CJty. 
8udl atatutory NC:DpllloD would emphube die Importance of &hla function 
aDd fadl.ltate tbe appropda&IOD of neceaary fUDcb for the proper execution 
of thae rapollllbDJda. 

s. .tuhnbriott ot Btulpll 
Eapudhaa on tbe requirement under Section 64• of lhc State Plnancc 

Law that CIOWltla. dda aad "riJJipa ftle c:ad8ed c:opla of their buqeta with 
tbe Oompli'OIIer, the propoeed leplatlon would require all municipal and 
dlatrfct curpontJoaa to &fe tbelr buqe11 and material budaet moclJ&c:atlona 
wftb the CompuoDer. Bud&eU would be due wlthla thirty clays of adoption; 
mat.edal cbanps would be due witbln Ia daya. Sach aubiDiaiona would be 
acannpaalecl by each other laformadon u the Comptroller may determine 
Is aec:eauy or appropriate co eaablc that olka to determine whether the 
budget or the budpl modl"adon II In accordaDce with law, 

Jn order 10 POid pl8dac aaaeceauy burdens oa ellhcr the ComptroUer 
or munldpal or dillrkt eorpondona that do DOt laue debt, the lqialadon 
permlu the Comptroller co exempt nacb entlda from thb &Uns requirement 
under cmala rpecUied c:ll'c:uallcaac The leplatloa con&eaaplata that the 
exemption would oaly extend co endda that bad not a.ued debt durins any 
of the three liiCil ,.an prcaciiDc the budpt year and did not propote 10 
llsue debt durin& tbe llcial year amnd by the budsct. In addition, In order 
10 qualify lor the exemption tbe adtr cou14 aoc ba.e Incurred defidta du~~o 
Ins tbe three liiCil JCUI preeedlns tile budpt year wblcb amounted. in the 
agrepte, to more than three percent or the Jeftlluea projected for the 
budptyear. 

4· limn of Load GowrntMIIt Fllcof JJ6IIir1 

Tbe Comptroller would be required to rnlew that aonmment'a compll· 
ance with lbe balanced badpt requirement within one year loUowinr re­
c:dpt of Ill budpt. Ia &he cue of buclpt modl8catlona fileclarter auch rnlcw, 
the OomptroUcr would be teqUireclto rnlew them foUowina their &llq. 
Thus the ComptroUer would be able 10 eatablbb an ann11al miew cycle 
which shu earlle& attention to local pemment lhowinc •liN of difficulty 
yet atablbhca a performance recorcl for allloal JIO\"Cmmcnt. 

In addition to Ida rnlnr lnnctlon, It Is antlclp:ucd that the Coma••roller 
would iGuc rcporta blued nn audt review~ when: he dmnc:d It "l'l•mprl:ne. 
Such rnlews ancl ~n•, II any, ll10uld proYide an early wamln,; of rucat 
dilliatlth:s which miJht :air~ a lncd Rft\"fltlntent"a crftllt·wnnhin~ and 
ahoultl prompt IOC'21 olfiri:alato take approt•rlate n:nacdlal action at tile c;arll­
cst opportunity, 

IAcal~to.-emments that ha\'0 nt~r:atc:d with btKIRfl deftd1a In :any one or 
mo~ of 1he three lbc:d )'\'lin p«mllnK a batc!Ret year will be subjrct to In· 
c~1l rrponlnR reclulrr.Mnts U abe ddcha amount, In the IIJ:J;~"CRnte, to 
s% or naorc or the tolal IC\"Ct!llc:o.JirDjtctctl for the: lmds;ft Jnr. In :ultlltlon, 
tlte C1Jmp1roller Ia authorized tn hntllllf addhfonal rctlllrllnsr mauircn~ents 
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on local pmunenta where be determlaa that tbe credJt.worthlaaa or tbe 
localpYenuaeat bu been threatened by di'CUII!Itanc:ea auCb aa a default In 
a ICbeduled payment of prlndpal or Jntcrac. 

Under the lncreued reponl .. requirement~, 1ocal Pftmmenta would 
submit quarterly npor11 of opendom. ia such detail u the Compuoller 
ma)' deem neeet~U)', for prompt review by the Compti'OUer to monitor com­
pUaace with the balanced buclpt requirement and with requlrciDCIIta relat· 
Ins 10 the ilauance of debt. The ComptroUa: Ia abo sJven dlacretlon to re­
Cluire aucb additional reporta u be may deem necaaary. For eumple. It b 
antldpated that be would require four year 6nandal plaN from tuch loal 
penuaeata to lnaure lhat adequate attention Ia sJftD to tbe bucf&etary 
plaonlns elorta necawy 10 retort a local ~nt to ftlcal health. 

Quarterly reponing reqwrenaenta which ha\-e been lmpotecl aa a rault of 
budcet de&du wUl termlnate when the locality baa opented without a de&dt 
for three auccesam 6aca1 yean. Where lbe tcqulremaua have been Imposed 
at tbe dbc:redon of tbe Comptroller, they will terminate upon a &ncUng by 
the ComptroUer that tbe probleau or drcuautanca wblch wananted their 
lmpoaltJon no lonaer exJat. 

Altboup the propoleclleglalatlon doea not empower the Comptroller to 
mandate aped&c remedial acdona by local pvernmen11, tbe &ndlap In tbae 
teporta and any propoaala (or maed1a1 action an to be I'CYiewecl with the 
appropriate local ol&dala. Prawaably, thae reporta wJU prompt conect.lft 
action and. u a practical matter, lboulcl reatrict the market for lhc local pY· 
ernmeat'a debt until the dlJ&aaldea haw been addreaed. U they are not auJ&. 
dent 10 prompt remedial adloa, tbe leplatlon. u noted below, would per­
mit the Comptroller ._, brlq ault to compel compliance with tbe balanced 
budget requlremeot. 

The Comptroller Ia abo required to prepare, annuaUy, a report for the 
Co-ternor concemlngloc:al prernmcnu under hia aupenbion. Thla report 
Ia 10 be dellftrtd ID the Lqlslature, u well, lor Ill conalderatlon. The report 
would act forth tbe problema encountered by aucb localiOfti'Dmentaln their 
lllc:a1 operatlona and the propaa being made towarda tbe reiOlutloD of tbae 
probleml. 

Where drcumstanca warrant the lmpoaldon o( aclcUdonal fiac:al coauola, 
It Ia antldpaacd that the ComptroUer'a reporta woulcl prompt the Lqtalature 
and the Goftrnor to conafder propoaala Cor control mechanlmas and other 
appropriate 1\acal dlaclpllna. A• noted, the Committee thlnb that IQCb pro­
posala c:an be! de\·eloped belt within tl~ contat of the local pm"nment'l 
economic and politkal situation :at diC! time h Ia experlend"' fbaal dU&cu.lty. 

5· Con•/llrolkr'll.t'cal Rtmtditl 

In a altu:ulon "1H:ft a localtttn-ornmcnt II (ouncl'not to be In compliance 
with the hahuaml bttdJ:('t M other lcpl fU!uimnents relatlnat to Ill Cisal 
condhlma, !he Conaptmller ,...,uhl •~ spccllicallr au!hnrllcd tn brlnJt auh to 
compel com1tl1:111ce. The power to brlnat auc:la a ault, with ill prob:able impact 
on the marketnbllhr nf the local government"• obllrpt.lont, Ia Intend«! to 
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proYide the CompnUcr with 1eftntcc with which 10 enforce bll newly 
pnteclatatutory rapollllbilldea. 

R.apectfully IUbmltted, 

THB COMMITI'D ON MUNICIPAL ARAIRS 

GEORG& H. P. DWIGHT, aaa1nDaD EVAN A. DA'YII,t Qalnaan, 
JAY W. WAU,Iccntarr lbbc:DauDiuaonLoalrtoaac:e 
HOWA.m J. AIBBL JOHN M. ALUN, JR.• 
FREDBlUC 8. BIRMAN.. JOHN BENDER• 
JAMBS S. BOYNI'ON ALBDT L BltSWICK • 
JOHN V. CONNO&TON, JR. IJ1.UN EVERS CAJU.SON 
PAUL A. QO'J'TY EDWARD N. COSTmYAN 
PATIUCK J. FALVEY CORDON J. DAVIS 
GARY W. GARSON MAJULYN r. numMAN 
TJUODOU P. HALPBIUN PE'I'D. R. HAJB • 
STBPIDN A. LBFKOwrrz RdBU.T A, KANDEL 
JON J. IIA8TBRI BURTON HAROLD MARKS 
CHAIU.ES G. MOBRDLD. MAR.Jt A. MEYD 
ROSWBLL B. PBR.IUNI • MILTON MOLLEN .. 
DONALD J. ROBINSON ROBER.T PJUCK 
JAMBS P. SUUIVAN :IDITH L SPIVACK 
JUFilBY L ZUUR.MAN CLAUNCE J. SUNDR.AM 

UHNETH r. HAR.TKAN, Pntject DIRCtOr 
• Ad]uact Mcmbcr, 
•• '11ac Judlcblm 1PIIal of dae ODaualtue, MDlOD Mollm and fnderlc S. ler· 

maa: baN puddpated Ia lbe Coaualu."' dlllbaadoas but laue ~aka~ DO poll· 
tiaD willa rapect to dae eDDieD II of dae 1'eport. 

t Mr. Datil • -ted Mr. Dwlpt u Cbalrawa oa October a, 1978. 

FOOTNOTES 
I Ofldal Scaaea'll reladnato ••• ....., OtMnl Obllpdoa Bondi ollhe arr 

of New Yort. dated Aqua& IJo 1178, pp. ,a. ...., (henaller N.Y.C. oalda1 Stat.eo 
awntaf71). 

I Don:alcl J• 'Robllllllll beUna that the Coni&JWdon lhoulcl not ODtUalD debt 
Jlaal ... but II debt Utaltt are 10 be lacluded. he fa'IOrt lhe CamiiiiUce'a propou1 
lor deba llnaltt baed on ~WC~Dua and pacm ... llmhatlone to be apedW bJ 
IUIUIC:. 

I lncladlnJIZ Rcpon of abe Special Commlcace on abe CDnatltualonal CoriNnlloa, 
April, agOJ, Ute A.-dallon of lhe Rllr of the CIIJ of New York: Report to the CoY· 
emor N.Y .S. llorcland Act Colrmtlalon on &he Urban Deftlopmcnt Corpora !loa, 
et al. •Rautri!1K Clallt and Cun8denCII! ••• A rdonn prupam Cor New Yort Stale 
aad Ill PaabHc Authorltla." )I arm 11, ao;t. 

4 Edward Dau Durand. Th1 ll11•n«1 of N,., rorA Cl17, ae,a. p U· 
tLalaa,ch.& 
• fraak LeRoy Sponaler, Spc:dal Report of tbe Staae Tax Cmnmlalon No. a. 0/J­

'"'''OR of OdiC •11!1 Tu IC.C. Uaalu I• ,..,,.,.of N,., l'ort, AlbanJ. a!JSI, p. -t,. 
1 Charla L UDCDin, Til• CONfll•llo,..l llbco'7 of Hftl Fort, Vol. II, a.chelu:r, 

.... pp. •!JI-•IJ9. 
I a&,G Conllhutlon,,\rc. VIII, lo-
t Uncvln. op. dl. Vol. II, p. 158: New York c::.m.tltullonal Collftntlon, ai&J-I, 

Pruca"'llnp and Dcbaaa. Vol. a. p. sGaG. 
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•• Spaaaler, ~·de. p. 41· 
u In lam yan the Court of Appall ID .Sun PrinUnr and PubfUhln1 Auoc. "· 

Tlt1 llf110F, IJI N.Y. a,7, lt8-eGt (tlrl) aalcl1 
UDder ••• (dae Towa BoadlDJ Aa) numeroua nllroada laad laceD baUt 
upcm the bonda procured from tow111 Uuoup wb.lcb theJ were CIDOI&nacted 
In recum lor ICDCk la1led bf the ODrpn"adon • • • So ;pat wu the nU and 111 

hea"f the bllnlcll upon tbc toWDI tbat reUef wu IOUibt cJuouah a cauadtu· 
dDnal proYialoD • • • The bnml bad IUblalbecl fiDr • atodt. Ia private cur· 
pondou and In 11101t lllltaDCa tbeJ bad loat. 

u llcl1 oJ N1r11 lent. ,.,.,., trorn U.1 Gounnorl, ed. Qwlel Z.. l.lnODJa. VoL 
VJ; p.p. 

II New York ColudtDtloaal Cocnmleloa. • .,._.,,, Joumai-AppeDdla No. a, p. 5o 
14 Spansler. ot'· dl., p. p. 
11 N.Y.S. Temporary Conunllsloa oa tbc lleYIIIon and Sltnpll&cadon of the CoD· 

sdtlltion-ltd R.eport No. p. COflllllulioul .O.bl Umlu /fir IAoal GowniiiNIIfl 
(unpubllabed dnlt) April agio. pp. •8-t•· 

1tld.atg. . 
l1 N.Y.S. Cons&ltudoul Con'lelldoa, atal. .RIMel .Rmwd, VoL D.p. ao,t. 
11 Stephen M. LoalllberrJ, Tla1 kop. cnclllosfl of tlat Local Flrwa" lAw, i90, 

M41Dnef'1 LocalJinanc:e Law, pp. xiY•:U. 
1t L 1911o c:b. .... a.daDf known 11 tbe Temporal'}' State Conualalon for Cocll· 

lcadoa aDd lleYisloa oldie Lawt ltelatJaa to, MlllloldfMI flaanoa. the MIIDiclpal 
Flauce O.aalalon ,.. cmpnered to atudJ exlatJDr Ia"' mel 10 codlfr, rm.e 
aad make llftlform U far U poalble tbe ltate ICIUUta pertalaliDa to 8nanca olllale 
llluldpal1Ubdi\Oidoat ... dfa&rictl. 

It L. •NI· c:b. 4141 CDIIId&utlllc C.IJ•A of tile Couolldued Lawn: electbe Sep-
t.aDber I, IMJ• I 

11 L. '"''eta. uS. 
IIN.Y.I. Oanllltudollal Qnmatloa, 19111. ot'· dl. Vol. II. pp. ao,6. aols. 
U N.Y .S. TelllpGIVT Omam ..... oa tbe P.etblon aacl SbnpU8callon of tbe Qlo. 

llltadoa (ltd R.eport No. p. op. de .. pp. ~ 
M lee tMft 1151 aDd 1151 McKlnneJ'• lallon Lawa of New York ror Coaltltu· 

tloaal propoaab. Allo a Jim. SeoDnd and Tblrd Report of tbe State CDIDpUvller'l 
Cocn.._,attee OD CaaatltDlioDal Taa aad Debt IJaaltatloa aad QtJ-8daaol fllcal b 
ladou for cUecullloa of piVpOIIIa (•Mil. IIM9o agpi'CipCCliftiJ). 

II Aciconllnt 10 the N.Y.B. TeaspcnrJ CDmadldon on tbe Retlllon IIIII SlmpU. 
&cadoa of abe ODnatltudoD (•1'- de. p. 76), the IDtraductlon of • much eru•horr 
-terlal"lenstbencd the tat of tbe prcrNiona lrolll aboDt s,aao words to aboat 
I.DOD. maklqlt mi'I"'Sppftdl.,.tr mon: cvmpllca&ed ••• MOlt of the cbanp~ made 
•• , were baled 011 CICIIIjccture. radaer thAn on tcsted data ••• with abe wbollf una• 
pectcd molt of maktna tile debt llmltt COUJpletelf mftnlnllas for 11101t IDalltJa. .. 

H AIIIOIII the pnm.lona adopted ~ an a«ptloD to the pCII aDd loans pto\'1. 
Ilona to permit lncreucd peuloll papble to retired membcn ol poiiCIO or Ire cleo 
partnaenll or &heir clepenclenua and an adualon for lndebaednc:a oDcunaed bJ 
a munJdpaJhr for 1tr.1p fad IIIIa on or alter Januarr a, a gil and prior to J•JlUII'J ....... 

IT TempomJ Colnmlulon on Clar flnanca. final Rq»>rt. Btlln I'IH411dn( tor 
New l'flril Clf7, Aupst, agGG, lnarocluctlon. p. S• Table •· 

Hld.aa 79-
H N.Y.C. Chaner,f••L Tax approprladoD and pneral fund ltabllbaaloa rarrYe 

fund. . 
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•Temporary Commlw&on oa aty rtnanca, ,,., Of'· eft,. P.IT• Table a- J>c. 
cline Ia MaJor atr Jllllrfa JaMp, agla 10 Juae p.. agla. 

11 N.Y .C. Olarter, 1••1. •bd.su added bJ LL , .... No. I'· 
at 1..1.. aglf. No. aa; LL agA. No. aJ; 1..1.. ag8g, No. 41; LL lftOo No. 14: 

LL 1971, No. 47: LL '171• No. f9; L.L lf71o No. SO: L.L. 1974, No. 15; L.L. 1975• 
No. 54; LL a,.,e. No. Mf LL 1977, Mo. 44o , 

a 0t1ce or lbe Comptroller, atr of Mew Yort, •Repon of the Camptroller Pur­
eunt to lccdoa 111 of tbe Cbana Wldl -.pea 10 die Paopwtd Blpenll Dudpt 
for •fi0-•177•" Febnlary 14o a!J71 u quoted Ia the Cl'1 Rlcvrd, Febn1Uf 14, ag.,O, 
p.po. 

Mlcl. Tlae Ta De&clencf AcaMIIIt b eltabllabed panuaot to N.Y.C. Q\aner, .. .,. . 
• ADINII a.eport of dae Compb'OIIer of the aty of New Yo4 lor lbe Fllcal Yeu 

.,....,.. p. IJ'Io 
MTemponiJ C'.oculllllola oa Oty fbwlas. agl8 q. ell,. p. •tt-Appendla 

Table 1-I'Widl 10 l'laaacle AamlaJ Deftdtt-a..n. Depletloa and Bonvwlllf co 
ISalalae a..-- Budptl acr of Mew Yort. agla-a ... 10 ag86-age,. 

"L. .,ea. c:b ....... 
II McXJ....,-, leldoa Lawa ol Nft York, agla. p.J08s, Me1110raDdu• of J..qbo 

lad" l\epftlllltulw! ol Qty of New Yor\. 
llleaultlea anll •·+ 11 Caaaaalwloa ltd 1leport OD Tranacdonlln Seaul· 

t1a o1 the atr o1,..., Yoll. o--r-ac sd Jteport),Aupac. •m· aa. •· p. ao. 
• UcJUaaer'lladon Lna o1 M., Yorll. •fill. P.IOito MeaaGcuadiUD or Lepk·. 

dft Reprelmtad,e of Ot}' ol NIW York. 
41 L.tt'llodL.957• 
•• A Jtate •lldlt nport ...,.. IIIIMIDdlcatloa of tbc alellt 10 wblch the City bad 

bean Oftlltadns ............... aid~ 
We aamlned ..,.., ..00. oat oll414.1 mUUon of lbcal •9'11 and 1974 
State uc~ Pedcnl aid ._...,.. u"' Mudl ••· am and fDund lhem 10 be 
........ bJ ....... IDillloa (aeport "'~ Tbll ..- cmntatcment 
IIICUit that the City W Mllutf cmntaled Ill prtcw yean meaua: bor· 
rowed ...... lbae Gfti'IU\ed nalftbla. ud; reported beUft yar-end 
raulll diaD acN111J apaiaaad. 

Ollce of tbe State Clllnptntller, Dt.ldoa of Aucllll ud Acanmll. lu,.,.., of 
AauUc lteftorll ~..,_ lo C.INI • .,..,, A"""""1011cl tlrtaa ,..., au 
lti/JOtflral Prectlca ot HIW l'ort Cl'1, Audit aeport Wlc-ts-71. Aprll tg, 1971, 
p.8. 

n1d. at a. See allo SIC Stal-.,rt. o~. riL, a.. 1, pp. t?-14 ror funhcr dbau-
doa or lhc CltJ'I mal Ciliate Ill• practlns. . 

u L.agl&.ch. 440. 
t1 )fcl\lnncy'l Sndon l.awa nf New \'or\, •1Jf15. p. aoa,. ~lcmonndum oll""'l•· 

ladft RC1•raentarl~ or Uay etf NN \'Mt. 
•• 14 A.n. ,.1 151 at '!W· .... ,,,, N.\', td G.lll (•!JIIG). 
4f 1"m~parary CnmmlaloA 011 l:lay Fh•anres. •v"G· op. ,.,,, p. TO·IIla. 
Ul.oal Finance l.aw, fu.nn. par, • •ut•l." •• !Mkml by L. •vGII. cia. u11111. 
•• Lual Finane~ l.a•.l••.oo. 1'1'· a, JUbll. ;81ct outlfallld. •• a.lt~l hr L. '!li3• 

ch.IIIJ'. 
":H N,\'.adfbi(•P74)· 
"The t"lnal RctiOfl or the Tcmpo,.l')' Cutnmlulma on ChJ flt11ncn, Junt, '!li7• 

(lterealacr 1"CCt' Ra.11Url '97i)• Tlte (;fiJI" 'l'mnddort: l'rw/J«fl oncl l'vlirirJ for 
1\'cw ro.~ .... 5· 

!;0 

lllubdt.blcla tor lecdoa pal of 11M Mualdpal Allll&anm Corpontkm lor lhc 
dty oJ New Yort Act, u added bJ L '"" ch. •&eo t•· SUWltWon 5 wa raauJr 
•••d d by L •171. c:h. 101, tH co piVWide &bat for &lu: Ileal yar endlas June p. 
agh ud daaafter, 110 a,_. lta1111ball be Included Ia tbc dlf'• capital b4ldpl. 
lbuslhortealns tbc tea year period colla ran. Ice aiiiO N.Y.C. aaar., §HJ. 
aubd.c. 

II Local Flnuce Law, §ap.oo. abeL d u ICldcd bJ L ..... cb. •o&t. tao. 
M Coatdtlltlon, Art. XVIU, If. . 
u ODaatlunloft, Art. VID.ft. 
H LocaJ Finance .... , ltp.oo 
n Local Finance ..... ,,ae.oo.aubd.,. 
.. Municipal AlllltaDa CorporatloD for the Cllf of New Yort-Aaaual 1lepon 

a,e (baaher MAC Aaaual acport af'll), p. 7• 
UTCCFJlepon am,op.dl,.p.a. 
•MAC Aanual Report tl7f, op. ell., p. 7• 
tl Local flana Law, ... -.par. b. 
a L ag&g. ch.••· 
a a.,., Tnnalt ConatnactloD fulld. Public Authorltlea Law H•n5-a •1. 11141· u 

-sded by L ,,., c:h. a'lf: Md N.Y.C.Iparta Aulborlly, PubUc Aulbo1hlea Law, 
II•JOO ..... ,. u lidded bJ L • .,. ..... 

..... N.Y.C. OAclal ltaldlent af71, op. dl,. "PQbllc Deneflt Carporadoo In· 
~tednell. • pp. 97-101 ll»r run cll~a~wloa of N.Y.C. UabWda under 8Jwac1ni 
.............. .. with PIICI. 

• Public Aulborldcl .... , fltpo 1t. •t• u lidded bJ L 19'74• c:b. aft• 
N PubUc Aa&horlda ......... .. 
er PubUe Aalborlde Law, fiNI. 
• New Yort Oty Sa.bWatlon aacne Corporadoa. Olldal Swtcmmt Uld No­

dee or Sale dated JUitiUJ ••· •ITt Rdatlat 10 taeo.oao.ooo NYc:sa.c DoDd Antld. 
padon Motel, Flntllaue, p. L 

a Wdn y, Th1 Cl'1 of NN Fort. .. N.Y.acl8ao (ai'IJ) • 
fO "U the City wac to aawat for peallon CIOSII oa. an IICICI'Ual bub. the City 

Actu•ry bu a&baated that die addhloul eDit would UMIIIDl 10 ••oo aaiWaa In 
the 1978 &lc:a1 yar aad tafO aalllloa Ia the tt'19 lbcal yar ••• GMP nq11lns that 
pcNion CIDIU be KCDUntcd for on an •«nW bella. ACCDnllatiJ, the roar Ycu 
Flnulda1 PJua ca1Ja for the City to ICCDUDt 6»r pculon CIDIII on an -=auaJ bub bJ 
lta agh &teal ,ar.• N.Y.C. Olldal Stala'Deftt, tf71. Of'· dJ,. p. so. 

11 N.Y .C. Ollda1 Statement 1978. q. dl,. "Unlunckd Accrual UabiUty,• p. 74• 
Furtbamore, the •atr Actuary lw rec:ently determined that tlae uali&Med •c­
crual lhblllay or lhe fite.major actuarial IJ11eau u of June 10o af71 wu ltppi'Oill• 
maa~lr S9-1o billion uslns &he reviled anuarl•l ..... ptlou wt bate ftCICIItlJ 
bceta :adopted •• ," 

n SEC Stall Report. 0/J· dl,. 01. 1. p. to. 
Tllmf«od, the central flncllft8 of the Temporary Colambalcm on OtJ Flnanas ln 

•o;;bah:m 
••• The Chr'•t•rvblem• are nDt c•sttrulallr lbnll hut manlfaaaalon• of 11ftp• 
Wllrd pruhlrma .. n"mltiJl rrom hlfllaly lntcractl¥1: ~lniiiMIIII ln the: IOo 
docconolnlc .. nanure or llae dar. lnurropYemnaent•l relatione and the local 
ltQI"CniiiiCIU&lpnlC'HL 

'I'CCI' Rrpun 'f77· •it· dl., p.a. 
u Sec l"CCf Report am. op. til., •rAe Annual Report ag;G op. ell.: 1\'nt J'orA 

Cltr anti llac Urhn "'"' rmlltelllttll bf J. ~\'ahl Wrfabt (Munldp!ll flnanm 
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08ia:n Auadalloa. 3tudJ No. 1, April arrf); U.S. C'.onpal. Co~tp:ulonll Dudpl 
Olllcle, NIW fort Cf'J'I J'lal Problam: Ill OrlJfru, Polmlhl R~oru and 
.Sorlie AUamoUw PoUq R.apo-, Bac.*pound Paper 'No. 1 (Wullbapm, D.C.. 
October I 0. I f7J). 
"L •9'11• cb. 4P. 
Tl Mcltlnaey'a 1971 Seldon LaWI of New York, VoL II. p. JH5• 

n L '"" da. ••• ,. L ..... da. IOif. 

" L. 197fl, cb. I oo8. 
10 L. .,.,.. ch. ses. 
11 L •97•• ch. 756. 
• L. •07•· ch. 75t· 
.. L. lrJ{• da. l&fo 
.. L. • ., •• ch. 576· 
• L. ., .. cb. JCfo6o 

.. L. '"'" cb. p. " L ,,.,., da. 4P• 

.. L. .,. cb. .. 
• L. •m· ch. IlK-
to L am,da. 5a,. 
IS L a gilt. cb. ... U UMDdecl by L. 1971o ch, SOfo 
II L tt71. c:b. 1100. uuaeaded by L 19'11• da.IOf. 
• L.I!J75.cb.17••b-
" Ollldal l&acemeo& rdallas to PJ,fllo,ooo a,, of Yoakcn. N.Y. General O)JU· 

pdon Serial 11on0-1,e (Special rtDuce aad Budpt Act blue) dated October 
•a. 1fr78. p. a: L ,,.. cb. •• anct cb. 4a,. 

• SeclJoa 11 of llae Mew Yort Sta&c llnaadal Jmerpaq Ace lor lhc Chr or 
Yontcn. U added by L. limo cb. f71, §L 

M L trJI, cb. 4a aad da. 48g. 
" L 1,e. cb. U7· 
• L ,,.,.. ch.a. 
" L a,e. ch. 179-
aeo 1..1..,a. da. atJo. 
ttl Tlae Boad Duya'a 1tn6 MUDidpal floanc:e S&atlltla VoL as (June 1977), at 

P.•&­
lft/d.ata. 
lo:t /d. at J&. 
IOild. 
101 PRllnllnary data complied bJ Conaptroller"a Olllce Dlrlalon of Municipal 

,\Rain. 
101 Lual.ln:ma: Law, fbl.aa, Clu.Do(c). 
"" Loaal Finan a: Law •I' CI!J..UO. 

• Jot Ccncnl )lunJdpaJ Law, AnJclc .. 
•• General )lanldpal Law, fbHI. 
no Dooakl J• Jtobh111m doa not bdk:\'e &hal lhcn: Ia IUIIidcnt cridence to ""' 

taln a RtMIIul that balunnatlon auppllcd In cun11ecdon whh aha olfcr ud ale ol 
ubllptlona of audl lucal p'erlltae~lll II Inadequate. 

111 'llac )lunldpal 5calrilla l'ull Dbdolvrc Act of a,e (S. tgllo). 
us The )lunldpal8calritla l'aall Dlldulurc Act of am (S. aiS!I). 
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APPENDIX A 

TBXT OF PROPOSBD LOCAL FINANCB ARTICLB 

CONCUR.UNT USOLUTlON OJ THE I&NATE AND ASSDJBLY 

Propotfrlf a llt'W ardde apt and amendmeall of ardc:lel ten and dthlt'Cn of 
lhe amathudon, In nladon to local liaanc:a. and npeallftl article etpt and 
ICC&Ioa lullr olutlde dpteen of lhe conat.hutlon rclatlqlhcreco • 

Section a. Raolftd (If the Seaate concu.,, That artklc cl&hl of the conatltualon 
be bcrcbJ RIPJ!.ALED and a acw artlde, co be article elpt, be lniCrtcd lbercln,ID 
lieu thereof, to read u followa: 

ARTICLB Pill-LOCAL J'INdNCU 
~c • 
1. Glfl or loan of monq, proflnfJ or awdll ~hlblUd; wlaa~Wnnllled . 
•· ProWfon /or,.,,..,., ofloal lttcl4bl•dnal. 
1· U111llallona 011 1-llndabucfran~ • 
4· Umllatlo111 on 1-1 1aatlo11. 

,. Loatl IIIWm"''"" lo ,...,. ~d bvds•"· 
6. lndtbudnw not to h IIIVOUdaltd ., operation o/ lllu ordct.. 
7• Dulla of lh• '-plolurw. 
8. R.altrldlo111 on lilt Cf'ftllon of C'n141ln ~tloru. 
,. 0./inlllon. 

fr. Glfl or loon ofmn'7, p~r, or trlllll proltlbllld; when 11erm11ud. 

(a) No IGfel pumame~~l 1llcU f1w or loan Ill rraon17, propnc, or credfl, a~ 
tU oullforfud &, a /or o tabkfc purflole, lncludln1 provlllon of a.ul.rlan• ....,. 
1Cf7 lo ~mol• lh• hllnm1n1 of a local pwni!Mfll or lu tcono'"7· 

(b) Tlrt !.Jill•hm _, aathoriN coo,.,..,lon "-'-•" local IOW"I''""" lo 
provide foln_l,., 11117 #nil• or /odUI7 wlrlcla toda o/ ltldt unlll Ja.. ~ lo t-­
lllda ,,.,.,.,.,..,,.,; 10 conlrocf fobtt or IIWNI ,, •• ,.,_, "'"'lor: ami to con· 
lrwd wllh eada oUNr /fir - ofiUdt lft'Vf• or faciUc,. 

I•· Pt'Ofllllon for P.,IMfll oflllttlllrulcbtHnw 

No lndrb!HnUJ lltall be coniNded &, OW! locol pwnuncnl unlal ncfl local 
pvmtfltlnl IINII ,.... ~edpcJ Ill foleh end trHII lor Cit• f'C1rrwnl ot Ute ,_,ndfMI 
lhenofond lite lnlltal Utcmm. Prwl.rlon lhall lie .... In each fial7fllr , -.rJ 
loc-.1 s~rnmerd for the t-7mm1 ., lnltrtll 011 all lncl4llledne&J llltd /or "'' 
,,,.,,.,, rrqufrtd for rc/'fl7mcra1 of all prlnci/JGI tlrncot nrolurlns or oth•rwll• 
tortt/111 due durln1 111da li,..l '!"•'· lfal •"1 lime lllf rr•/'Nflw authorflla ,,., 
(trll co ,,.,., •uclt provlllo11 /or fte7"'"'' or lltaR fall lo lfiCilco ,..,,.,.,.,, • ••IJinefll 
1um lhall be,., af'llrl from life Ifni rrwflllfl thrrH/Icr rN'&'IIIftl and lhall 1M •I'" 
pUftJ lo 1rtdc purJIOIU. Thr fl.rtal o{/l~r o/ onr 1udt local pwmnae111 •HIJ be nr· 
qulrrclto "' oJiarl artd •JIJ117•udl rewnua u oforcJGld ol t/11 aull o/ •"7 hold.r 
of obll,..tlofll luued for 0"7 111tlt llldtblldne&J. 

IJ. Umltalloru on loaal lndcfllcdnm 

(a} No IGfel pwmmml 1lloll cortll'ftl INdebted,.., ••«<Il tU oadltorl"", t.111. 
No toUfrl7 whoff7 conlalnccll&'llhln • nr, ,., conrrad lnd.budnfll. Th• OIIIOI.nl 
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(c) Tit• CIIIINI" /Uilllllllullfon otcaa•re fftl arau of IUda coun17, cl17, vfllar• 
(IF Kltool dllrrice IMll h ulmrtlrN4 ., r.Alnr tit• .,.,., •l.,.rlon •I ~a •• , 
real ,,.,. 011 Ill• lui comi*Ud .....,..,.. roll• ad 1M tour l'fleldllll rolu of 
ltldt anu~'7, a.,, fiiU.,. or ldlool .U.Crid, ad ,,,,,.,u..,.,. 1111 nallo wlalda 
nrch .,.,... 'PIIuadon on _,. o/ludl roU. llun·ro tltl/tdl wluallon, u ,.,. 
mlrN4 ., tAl ,.,. Ia cna.wnon or ., ltlda ocher ,,.,. o(Jfar or .,.,q 111 lh• 
kJIIIII•rw aU , ,_ IIIIWI. 'I'M ,.,,.,.,. maU Facrih tAl ,..,.,._,. ., •hkh 
1adt rello lltall H ,.,.,.,.,._ 117 Ill• ,.,. Ia co~~tmllllcm or "' l1lda oelln ,.,. 
o~orapnq. 

(d) For lh• f/II"''XW o! c11Cenalnln1 "" amowll o/lall whldt ,.., h relied on 
'"' ""'' ,..,.,.,.,_,. pa,.,.plu (I>) Gflcl (c) of IIIII Udlon, tAl rewnua nc.lwd 
In etldJ #bcU.,..,"' fllf'J co11Af7, di'J or vlllqc from • tublk ,,.,_, .. ,., or tare 
lhnn/, tw lmllee, GWIICd or ,..,.,.,.. "' IUdl coun'7, d'7 or till ... for wltich 
bondl or atpflal nolll.,. ,_. afln ]antUJf7 ~"'- ..,.,,_ hlllldrcd ~1'7• nil bl 
.,tctl If"' 1o lh• ,.,....., o! .u COlli o! .,.,.,_, .,.., .. ,.,..,_ and ,.,.,,. ,,.,,. 

of, au lhm 1o tAl ,., ..... , of U.. ''"""" Nfulml Ill ludl ~ ,_, co fM1 "" 
,,.,..,.., on Mel Cltf ......U..IIoo 0/1 or ,.,....., o/, IRifciiW...., concrackcf tor 
JUdi l'ublk ,.,,,.. • ..,., or fW' IMno/, or mvlce. Tit• proW/oiU o! Utb ,_.. 
,.,. .UU _, prolalbll Ut• ..,. 0/ "'"' ....... .., for ..., lcwtul couni'J, cl'7 or 
villap ,_,.,.. 'I'IN p cddo:v ot IIIII ,_..,..,. •u no1 h .,.,. co • tyb· 
lie lm,_,..,., or fW1 Clwrao/ COIUCrlldcd co pn.fck/or "",., otwoc.r. 

I•) Whallftlllr "'1 CICIIIIIJ, di'J, vlllap or ICIIool cUrtricl prwldca ., Ill rut ..... ,.,., ~ /or_,--,_, /W Ut• ,.,..,., In llldt ~~,_, or In •"1 
I"'"" /Ileal,_,. or,_,. of all or fllf'J ,.,. otlh• corl •I an ollf•d or p.rpo.c /or 
whldl •,.,..,.. ot ,...._.,._ .. ,...._ 1ttu hm ulmnlr~~tl ., ...,, lh• ~a~~ "'"'* tor IUdl ..,,..,,.,,.,. lltoll h adudctl from lhl ea Umlcallon t-· 
mlbld ., lhll•dlo:l ....... u.. ,.,.,.,. oc/1.,. ~· 

U) Nolhl"' ClOSt,.,.. In lhll IUCloJt llt.lf h Mmctl lo rulrlcl tAl towm 
.,..,..... eo &hi ,.,..,"" "' otlttr """""""' oflhll COfUCfcuclon co tureh" "''"'" ,.. powrn •I ""' ,... ,...,.,.,.,.., IO ,.., ,..., "" ,..,., .,,., .. 

IJ. lMal '"'"''"'"" lo ,..,. ~ budpll. 
Ef1n7 local pwmm~nllhall tor ad! fl=l,ar adoplMd malnloln a hlanucf 

bud,.e, a tllfinld ., law. 

14· lndclluu., noc co hiR111111ukcl "' opcr:rlon •I "'" mlct.. 
No lncffbleclna1 o/ o local pwnunartl wild el lh1 llww o/111 lntrflllon ''''" 

&lance/In hcom• IIIVIIlltl or flat ripf• ot holdm lhneot •• ,_,.,,., bJ rCIUOn of 
lite opmallon o/•117. •I 1111 ,_, • .., •I '"" llf'llde. 

li· Dull~!~ o/ ellc lt«ulala~. 
II IIHIII IJc CIIC 111111 of lltr kpleltl~, IUb/«f IO lhc pnwiliOIU 0/ fhu arlidf, lo 

"!llrltC lla• fN'!Hr ,, CaalfOR, ..,...,.,111, ,.,.,...,,., "'OIIf7, COIIINCfflll fnfl"fllnf• 
111'111 IIIII /oon/111 I hi CJYcfle of lotal pwnlfllfllll 10 ., CO IUIIU'C 101111cf /lite I prat­
li«< ancl prrwrtl abfiJU In 1axallo11 aiHf ...,.,.,,.,, a•cf In the conlracllnc o! in· 
ddCftllltU bJ lhttm. 

fB. Rulricllou on the mellon ot tcrt•ln corJ»Nifom. 
No~'"""' corJHmllion lunlf"l llolh 1111 1'0-r lo lft/7 lan and ftNIInKf lncft•C· 

"""'" ll•ttll htrn/kr h ulablllhnlor Cf'fWCrd u1tlnl the at1lhorl17 lo r~rtrclu 111rh 
/lOft" 1hall "" wiled /11 #'f,., tiMed ., •'7 b• prrwldctl "' lew bJ lhtt wrm 
o/ Cite ~aton wlehln !Ph ida ••dt corpontllon C'OIIdtlcll Ill oflnwliOIII. 
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If· D•Jinlllort 
Whmcwr ...,d in IIIII arllcl• lhe lnrrt •toad pwt'IIIMIII• "'oil nuan or Include 

• CIDUIIIJ, d'J, cown, ..,,_,,or ldlool fllltrlcc, tlf' olltar pubUc tori'ONilon hallie 
llolh Ut• ,._,. eo ""' eaa •nd colllnld lnub.--. 

§L Raolftd (If tbe Senate CDIICUJ), That tbe lourtb unnumbered pananpb ol 
.aJan ftYe of article lin of lbe anudtu&lon be amended to rad u followa: 

(Ndlhcr) 1!.1t«ff' a ollte ...... ~ In Chll COJUIIIullon, rte/Ciurr. lhe atate 
nor 1117 poll&l~ IUbdl•bloo !.hereof lhall at any dme be liable b the pa,-nt or 
anr obllpdona lauecl bJ eucb a public mrpontlon heretofore or bcrafter crated, 
DOr IDaJ the tcpllature acapl. audlorbe aca:ptancz of or lmpoiC IUCb UabWIJ 
upon lhe 11ace or a poUtlcaiiUbdiYblon lhneof; but tbe 11a1e or a poUt.lc:aiiUb· 
cU..WOO daereof IUJ, II autiiOrhld b7 tbe ~q~~~auare, acquire &he propmla of 
uay eucb corporat.lon and paJ &he lndebtednaalhenoL 

1J. Raol•cd (If the Senate c:onaar), That leC\IoD lour of udcle dpteen of tbe 
CDIIItUulloll be .bcftbJ UPJALID. 

k· Raol•cd (If &be Senate c:onaar), That eect1cm 8ft of ardcle e!pteen of lhe 
Cllflltltulloll be uaencled to read u follows: 

fl· AnJ dl)', IDWD or YIIJap lbaU be Uable for &be repaJIDCIIt of an7 loenland 
Jntcrac thereon made bJ the state to any pubUc corporation, actJns u an lnllru· 
mentality of IUdl dty, IOWA or Ylllap. (Sucb llabWty of a diJ, town or Ylllap 
lba1l be adudcd In uc:atallllnllbe power of eucb diJ, town or Ylllap co beCDme 
Indebted punuant to lbe prcwblolll ol thb ardde, acept that In the nmt of a 
·default Ia payment under the taa11 of any sacb loaD, &be unpaid ba.laaae thereof 
lball be IDduded Ia ucmulnlnf the power of IUcb dty, town or Ylllqe co IMeome 
10 Indebted.) No eublldy.ln addltloa co IDJ caplcal or pblodlc nbakl7 orlpaally 
amtncted for In aid of MJ ;rvJect or prvjectl autborbecl uDder thb article. lball 
be paid bJ the lllte to a dty, IDWD, YIJiqc or public mrporallon, actlnf u 11t ln· 
•tnunesnalhJ thereof, for the purpote of enabUilJ IUch dty, town, Ylllap or all'• 

poradon to I'CIDedJ an actual default or aYUid an lmpenctlnf default In &be paJIIICDI 
of prlndpal or lftla'Cit OD a loan whlcb hu beeD theretofore made b7 the Ute \0 
such diJ, unm. YIUap or mrporadoo punuant co thb article. 

l5- llaolftd (If the Senate conaar), That the lorepiDI IIACIIdmCDII be relcmd 
co the lnt ,....au lqllladft -'oa COin'CIIIq afler the next auca:edlnf paenl 
clecllon o( membcn of &be .-mbiJ, and. In c:onforaaance with leCtloa oae of ar· 
tide nlneceen of the COftltltutlocl, be publbbed for thne IDODW pn:ftotu to the 
dme of eucb dect1on. 

APPENDIX B 

TEXT OF PROPOSED DISCLOSURE LEGISLATION 

AM Acr co anacncltlac local nnance law and the FftU~I mwalclp:.llaw, In relallon 
to the tlllnR by :a munldpal corporadun,Khool dlatrlct or dbuict CDrponllon 
o1 ut olldalllatenaent and a eunamarr annual n:pon whh the 1tate cuuapuvller 

'l'lae PtoJII• o/lht llall o/ NIW J'o.t, npru.ncrd In S.11011 and"'"'"'""' tlo aiiCICC 
Ill /01101111: 

Smkm a. ScctJun su» of the local latancc law Ia hcn:by a~ bJ addlnc 
&bcreto • new p;arasnpb. to be paraaraph eiCt1:11, to rae~ u follows: 

11. If dll o/lldaf llollmtnl 11'111 filnllll conrlfclloll 11'1111 Ill• mlc o! t/11 obllpllon, 
pun11t1aC co ~rctloa J7M or 6o.OCI PI chll d!opt~r, a lloktnenc lo 1111 rUm chel (a} 
N,. J"•rl '"'"'" In eftcl •• '"' dalt ot orlalrJal wuanat ot lA. lionel or noec 
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111 ~~~ In lh1 ft1rYIOI"' claue (•}. ndl of/lcMl ,_.....,.1 lhaU allo eonlalrt an 
•• ,..,..,. (wlelcle _, .. ,..,.w "' "' ... of Ill• ..... eolrtfllrolln) Ill ••• ,., 
mMnW Mllft'ftlfla ""'"" 1uc11 "*"' •t Aftll'nr acae~n" arac1 ,.,..,.., K­
~pw amnmll•r ,mdplu .. ..,. In ,,_, el ala• .... , lhl o(Jidel llaknNnl. 

I· lncorpw.llon of ,.,.,.., -ue1 ,..,.,.. 67 N(~. lutlfut Ill ciN rulu o/ 
lhl,... eo..,..,., lucll otlfdel llalanNnl ..., ~Ia li7 Nflma« f1W1,.,.. 
llclfl of Ill• fiiOit nanl.....,.., _,._, ,.,., lfelf1, oflh• mtu~fd#loiiiJ, ldtool 
dlllrld or dlllrld _,.,.,.,o,, wlllda hill tem flied,.,,.,.,., Ill l«don llllr,_.,.. .. 
of Ill• pneral 11111111dpel ...,, "'"''"" lhal 1M porllon 10 1~114 67 ,.,,. 
m~ ,all h elllldwl lo or lfld.., In IUdl ofliNI ,,_,.,.,.1, 

J• TIN of -Unl• lb"Pt Ill ~ fn'0t11Md li7 rul1 or onflr of Ua1 11811 
compc,..,_ Of pMNl or ,.,Clculllr .,llalbiiiiJ, lhr ofidal ,.,.,_I "'"ind 
"' U.ll #Jt~N~raph IINII h fllad el 4"1 llrM prior Ill lh1 dall fl•ed /or lhr ""lpl 
of6W., or, hi lh• IIIUI of a ,._,.,.,.,at •"1 """ prior lo Ill• ~ale Of nola. Whlft 
10/iW, IVda ~ 11a1amm1 lltoll h • ,..lllk rrcord open lo l"''*flon b7 •"1 ,.,.,..,., ,.,.,.,.. T,. ,.,. eor~~ptrollcr IIWl not h nqumd lo ,... .,, J'ft1lnl 
of lUCia o(lkW ,,.,....,., 11M ~~tall not h cmfl'o•mld 1o ,,., 1111 ,.,. of noiU 
bo#d upo. Ua1 lUI.,. ofiUdl o(Jfclel ,,.,.,.,t lo fflllt 1111 informellon rcqum· 
mrall pracrihrl 1117 lh1 ,., "'""'"'""· 

6. S,..,. of oficW ,,.,., ludl ,., ,,.,lllt!fll Nil h lipid on hhalf 
of ciN ...,.,.,, ldtool dlnrfd or dlllrlct corfNndotl ofmnr ,..,., /fW ,.,. f•J 
111 Ill aU flrltiiU:W ,,.,.,.,, 67 1M dtl•f /bell ~. (b)., lo ollalr ,.,,.,., of 
,., oflicW ~1, li7 1M dt'-f /flral ,.,_, or IUdt olh,. pmon or flnlortl 111 
,.., h ,.,..,_ a., ciN li,_ 6oml of IUdt •tmldpeUf7, ldlool dlllrld or 
dlllrld corporadon. 

7• U.Nll'7. N.-Al"f _,.,,., fa IIIII *"on IAalJ cna1a •"1 ri(IU or a11u1 of 
ocdon eplnJI lh• m••ldfJrdl,, ldlool cflllrld or dlnrlct corporation ofrn"' nolfll 
ftn .... or eplrtll lh1 indhMIMII llpfa1 IUdl o/IWel ,.,..,,, on Ill IHhtllfwhlda 
1114 nol alii prior to 1M •Didlw Mle oflhll MCtloa. 

1. No rflld on .UdiiJ offiOIG. Ndlh,. ,., tal.,. 1o Iii• ndl o/lfdol 11a11...,1 
ur tlw fallarc of llldl olf*l ,,.,_, lo 111111 ,., lnfonrtGIIon ..,...mmmll 
prucri&ld 67 1M ,,., eomplrollcr "'•" •l•d 1M .,.U.U, of Ill• ao111 nlall"f 
Chtrclo, 

I· BllrmfJIIoru. Th• ,,., eomfllrolllr, 11J n1la or.,., O/ pnmal or perllmiGr 
ofJPllcobiUIJ, rM7 aem#Jf tUf7 otlcrinl 11114 ,.,. oJ NOla (•hllhlf' a rinp1 lulU or 
101tl111 11 1l1tpe ,.,. panaanl lo ,.,.,.,. c of thll HCIIOfl 41111 •llllhlf' or rrol 
U..llllle II public within liN ...,,,, of ,.,.,.,. • oflhll ICdltm) from lh1 fillnf 
''fl"lrc-...u oflhh ,.,.,..., Ifill dekrmfrra liN I IUCII fiUnr II nOC nc~•'7 or 
•fll'rof'rlale In the pabll~ lnlnal or /o; lhr """"''"" oflrrt~C~~Ior by muon of: 
(a) lite II«<"'PII prirtelpel alfiOanl of lhe '""" lo 6e "'un; or (II) lire t~alunr of 
lh1 O/IIFHI ami lhl ••m"'r and IMIIIN of Ua1 pvrclltun~ of 111ch noltl. 

••· 1''111"1 of llalr eom1"rollrr'1 ruin and "'*"· II"'' "''' or onltr end '"""'"' 
"""'' ,,,.,..lo ocloptld 11J lhe ,.,, nJmf'lrolllr '"'""' t/•11 iM"'«'ffi'h "'•II h ~kd 
hi 1111 of/in of llrr ~la'7 o/ 111111 and In 1adl Olhrr of/leu u liar 111111 nJmpltol· 
lcr ,., dnl.-11. 

11. Fumllhlnr nJ/Htl of olidalllalriiNfll Copla of .,., o/llclol 11o11m11tl n· 
fulrcd lo h /fled pa""""t lo lhll flllrrrpph 111111 &I fam""cd li7 lhe •unldpem,, 
xlfool dillrid or dillrld nJr,.,.llon /ill•l ltfdl 0/llclof lllllt!IHCIII IO IIR1 ~mHI 
ufiO" nqual upon ,.,,..,., oflucll ella,., 11•"1• u lhr ,,.,. nJDI/IIrollcr m•1 
flrcKrlbc. 

II. $fall ftJIII/'Irollcr lo f•m"" .,,,, for..,, Thr llale nJn!fllrol/cr moll ,,,. 
nllla lo "''1 111UrtlrlJiall11, ldluol dblrld or lflllrld nJrptnalfon U/1011 rlftUit 

no 

:' 

•mph form~ of of/kW ,,.1,...,., ,...,.,. .,., coplu of lhe ,.,.,U.•nt rulu of 1/u 
,,.,. eomplrollcr onciiUtpltffWII,., ltucnaclfon for .alae fmi*'Ddon ol an of/fcfal ,,.,,,..,.1, 

k· SectJcm thirty ol tbe paenl manldpal Jaw Ia hereby amended by lddlnf 
lbereco, a new. aubcUYbloa. ID be aubdi.W.. -. to lad u followe: 

6. II,,.,.,., fiW punua1 lo IIIII MCdon or lfldlon lhlrl,.,..., of IIIII chaJIIn 
lhaU Ill • public nCOJ'd op... lo hupldlon fl7 .,, ln,.,.,led p.non. Upon fWJIIflll, 
., rraunldpeU17, Kltool dlltrld or dlllrld corporrrllon ~ulrcd lo fUe • '"'"11141'7 
•n•ual nport, fnmlllllltt lo lldlon rltlrf7-olte-o of IIIII cltapl~r, llaall '"""" lu •"1 
In,.,, ,_, (aflora p.,mml olludt daarJe, If •"1• 41 lh1 nJIII#Jirolkr "'"1 
~rutrlk) a t:Of11 oflhc moat~"' IUmmG'7 annul ,.,.., ofludt munld#MIIIJ, 
ldlool 411lrld or cllltricl ~lloa 011 (ilr wlll1 ihe nJmfllrollrr, lotelli~r ll'llh • 
C'of11 of •"1 npore o/ •••miMIIon , 1M nJnt/Jiroller of lh1 acnun11 of 1ucla "'"" 
nldpetlr,, ldloot dlllrid , dlllrld nJrfJoNIIon •hleh ., pru.n1111 In IUdl ,.,,.. 
mM7 artiiiiGI ,. 

15· SIICh law Ia henbf amended by addlns &hereto, a new RCtlon, to be ICClJon 
tblrty-oac ... &o read u follon: 

IJ•., lummllf)' .CMuallkporl . . 

1. Afllllltllblllf7 of lhll HCtlon. Tlall 1Ullo11 "'•" •flfll1 onr, lo ·• mullld/Jellf7, 
ldlool dlllrlcf or dlllrfct corpor.11ort •hldt (•) lw luucd ,.,., , 1101u •lllr 11t1 
•ll«~hll lieu •I IIIII ,.,. .. ,., (6) hu llondl oulllartdlnr 111 1M cloae o/111 P..l ,..,, 
.and (c) h41 not bull UllllfJiedfrom lh1 "9"1"',.,." of IIlii union pununl Ill 
,.,,..,,.,. elpl of IIIII lftflon. 

.1 • .l'IUnr 0/1UIIIm11f7 annal nporc. All ,..,., /illd "'"" lh• nJmlllroller flu'" 
IUIII!l IO Mdhrllfon OM of UCCIOII llti"J of IIIII dta#'llr , Hdl tn1Udcfpall'7, 
ldtool dlllrld or dll&rld eort*'OIIort lo which lhb ledlon ai'/Jiifll 1111111 h .,. 
nJm/JIIftied 117 a 1Umme'7 annual report of lnfonnallon ,..,.I lo flu holdm of 
o&Uptlonl of .rudl mMidpaUIJ, ldtool dlltrld or dlllrlcc corporation. &~/II 41 
,.,., ... Ill 1UIIcUrllri1111 lve o/IIW NCIIon. lite .riiiiH...., aanul nflorl 1/wll ba. 
/iW .,,,. "" eppllaablc 111111 l'criofl fJrucrihcl In IUWiviiiM (lw of Rdlo11 
lhlrf7 of lhll IM#JIIr. . 

J• Conllnl of IUiftlll8'7 .,.,..,., npor1. Tht nJmJIIroller lh.U IIIIOfll o ndl or 
ordw, wlalda h1 ,.., anwnd from lime lo lime, preiCrilllnr lllc lnfo,...,lon to IH 

'Included In IUdl "'"'111111'1 .,,.,., "'"""· In dewloJIInr IUdt rulll or onflr ,., 
nJmfJirolln lhdl p corvlderollon lo (a114 ""'7 adopt 111 l,.lr tndrtiJ} wlt&niG'7 
dlld0111rr lfancftl"" promlllpkd li7 national orpnhtaiiDJU of ~tal ,_,.,..,..,, 
In pracrl"lnrlh• lnftnmolloft 10 h l11d.,fl, 1111 eompcroiWr IW.U lo eort­
forrn, u ,.,.,, 41 mtq h #Jmdlmbr. fllld aHroJiriiiU, lhl rtqul,_, o/ lhll 
lftflon ll'llh lltt "'"i"'"'"" of /MNJNph • of Hdfon 11.110 of 1,. local /ffiiiJict 
law and parc,..pt• I o/lt'Cflon lo.110 of lhc load P11ancc I••· 

-I• Fr11111 of Fl111111dal Jl•lcmtnll. 1111 flnantldl ll«ltmtllll pmntlrd In ludl 
.rumma17 annual rrporl 1hall be pnpand tlth~r(•) lniiCCOrclancc rrlth 1uth "T'Iem 
oJ i«/lllllllft'OUIII.r., ma1 bt lonnullllrd 111111 prunltwd "'J lhl nJmptrolkr ,,,. 
11111111 lo lnflon lhlrl7-.rl• of IIIII cltfi/Jitr, or (b) 111 acconfflftft wllh ae•r,.lr, ar­
"'l'lnl o«out1d"1 /ltlllci/lln 11111r1 ;,. tOtcl al the elate~ of 1/11 '""'""''1 .,,_.I ,.. 
port. If lhc /iRandol .rlaltllltltll how burt "",.,."" 111 pnNidrd In lht I•"PI"I 
"""" (11}. 1udt 1•mrM'7 annal "flo" 1holl olio contain an c•/'lan•llon (""'lela 
"'"1 be P""".bcd In ntlu of 111111 IIAII nJm/llrrrlltr) 111 to ""1 molrrilll diOrrcnrft 
lltlwen •u~h "''~"' efl«plnrocceallfl and pntrwlf1 a«r/Jittl •ccouRiiRC prin· 
dJ•It:IIU on In c//td 111 lht dole ol 1111 1umma'7 am•ael n/JOrf. 

1· &rlt~t~lon 1or lime of IJtlnr If /fiNnclol •lalcmtllll arc audited. II lhr flnandal 
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(IM:al.,., ,.,.,., , nldt bdcfl, (II} lluaU nol ,,.,.,. 141,.. IIebi .,.., "" 
par,_. cwmcl ., nldt Nlpl, and (ill) Jh4U not ,..,. i~ fl4dll llurfnJ 
•"7 o/ U1c lhra fl-l 7c.r1 pr.cwd~Jtf lllc ~~ ,ar ,.,.,..,. , lwh budpt wlllch 
omo~mt, In llle .,.,..,., co Utrn pn eml or ntOtW oJ the ICIIIJI rewnuu pro/edefl 
Jor IVdl fial ,..,.. 
'" 1/, on UN '*" ol .._.,...., rtfulrttl lo h .fikcl .lUI him ~t lo the 

P"""'foru O/ U1il .,,. or olltcrwllc, Ute ccnrtptrollcr lltall dclcnlllnc lhal • mu· 
nld,.l corporation or • dblrld corpGNIIOfl lltall haw lnamYll Ufldll durin I ,.,., . 
of th1 Utru ,._,.,.., prcac~~,. 1M /fMGI ,.., cowml , Ill cummt btulpt whldl 
omotalll,ln Ulc .,..,.,,, 141 Clam f1tlr,.,., or morw of th• lolal m~mUU fn'tlf•dc4 
for 1Nch ,ar, or Uaol ., ludl corjiOraiiOfl IINII ,._. ICIAcn ull-, or ~ttfcnd 
clmulutaJaclu, wllldl ,...,. •lcdfll IVdl ~radon ...,.,, r~r which lhrcatm 
to .gm .....,.,, Ute __,lllorlhl...., of Ute obl,.tlotU of IVdl corporotfort, lllc 
complrollcr ..., f'ftluln U..t IUdl corporatiOfl MllflfiP ICI &IN ~lrOllcr witlalrt 
Utlrt7 U,. ata.r liN ertd of tech /fMGI qumn • Nflort o/ ill _,.,.., cortdiUon •t 
lllc end II/ ltldl fuarlcr, •• .,....,.., ~ rc/Jcctlnc ruulu o/ opnatlr~ru for 
IUdl quarlcr ... , nu:Jt·othcr rcporvu the comptroller,.., Mtcrmlnc -uld be 
JIUUIGI7 or dufNbt.. 

1-d. Tltc obllfllliOI'I ol • mUflld1lwal corporaliort or o/ • clillrict corporollon to 
dcllwr ,.,., to U.. comptrolt.r punu•t ICI IUWiubfon ,,_ II/ thll uctlon lltall 
,.,.,,..,. ..,. Uta COitlflt,.,., cklcrmlnollcm thol IVdl corporadort lhall 1101 
lulw IMIIrNd • Mfldt for lhru ......., /flcol.,._, or, .,,,. Ulc requirement ttl 
Mllwr lUCia,.,.,, lhall lulu. beffl lmiJON4 at Ule lflleretlon of lhe compiHit.r, 
upon • findlnl "' U.. ccnrtplrollcr Ileal U.. drcu,.,lanm wlaldl ..,.,.led 1uch 
,.,.,., 110 lonpr .... , 

1. An annuallnanclal report lor ach mualdpaJIU'bu rencnl •acncr eball be 
macle-bJ tbc ballln:r or die...,, 

.. An annual report of the lnaadal ua....._. lbaU be made bJ the tnuurer 
ol each public Ubruy ud Ubrary ..me. IJiteiD .UIIabcd punoant ta ICCtloD 
lW blllldred ltq.h ol tha educ:adan law, ada CIIIWilJ wocatloaal education boud 
acablllbed ptUIUIIDI 10 ICClJoD dna hunched OM of the education law and adl 
baud ol coopenthe educational ..m. atabu.llecl punuant 10 eecdon nineteen 
banclnd &ftJ-eflht of the education law. 

4· If for any nuo~t, the coanpuvllcr lball deem It ...,_..., tbat llddldonaJ In· 
fonnadoa be fumbhed by aftJ odaer oftioer, he ma7 NqUint IUch ..tdllloa11 lafor• 
IUtlon l101n Mtcb other olka In IUCb form u he maJ deena IICCICIIIlrJ ta carry Into 
ellect the purpoca of tbla anlde. 

J. All ~poru dlall be ccrtiRcd bJ tbe aGkler mat1111 the ame and lball be Bled 
with the CDnlplrolter within abiJ daJI alter the dOIII of tbe llacal yaar of IUdlanu· 
nldpal rorponatlc1t1, cllllrla, lllCMJ ur actl•h)'. h llhell be the duty of the lncum· 
bent all«r at the thne IUch ftJIOrtl are requln:d to be Bled whh the CDI1tlnrollcr 
to Die IUCh ftJIOfL. 1'hc rd-1 or wilful aqlca of 111dl ama:r to Ric a rcpnn as 
laerelrt pmc:rfbed al•all be a ••llllneD110r ancl eub~ tlte Onandal CIIICr 10 rc­
(Ud~t~~ or nql«tl~t~~ lo a penalty o( lite clollan per clay r. each claJ'I dcla)' lquml 
tJac abUJ daJI to be paid on dcmaml of the mmptroller. Nocwltlulamlh'l any nl 
the pnnialoau comalncd In thlaiCCtlun, the dtJ of New \'cnt ,.all Ole Ill report 
with I he CIIOiptrollcr wltlabt roar monthlaltcr tho cit.: ollllllal )Uf. 

IS· S"cb law Ia herdlr ••ncmled bJ addlns lhento, a new IICCllon, to be ICCllon 
thlflJ-vM-A, to reacl u lollowt: 

IJI-o. ,..on, o1 c•Waln ~JIOru •rtcl cloc11mml1 to 1M Plrd r4tll Colll/llroliC'I'. The 
enrtu/ bud.tll, and ll1e materiel chiiRft' lh'"lo, retulrcd lo be flkd a~IUI lite 
"'"'llfrollrr pursaHirtl to rubdllllalon cmc·b o/lftfloa lhlrl7 o/ lhll dtoJitn, and the 
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rcport• req•lrtd 1o 6e ~W ,_.,..,., lo '"bcUulslo" onH of U'.cdon rhirf7 of tltll 
chaf'tflf', lllall fie In Ule ftmn ICI IN pracrlhd bJ lhc comptroller. 

14· SectJon thlrlJ-three of IIICh law, u lut amended by chaptor ala hondml 
nlnctr..tx of tbe laWI of nlaeceea lauadnd abuy.four, Ia baebJ amended to read 
ufollowl: 

§JJ. Aa:ounu of ollk:lrn to be examined 
1. Til• CIOIIIptrvller lhaU aaua the acmunll of aU o8iclpJ of acb auch n•unldpal 

anpondon, d.le&rlct. apncy and actlntJ to be lmpectcd and aasnlned bJ one or 
more aamlnen olmunldpal alaln for IUcb pertodJ u tbc comp11'0ller aba11 deem 
nec:eaary. On nery mda eumlaadon lnqabJ lhall be tude u to the &nandal 
CDndltlon aDCl ftiiMinzl of the munldpal corpontloa, dlauict. qencJ or actl•hy, 
amllnto lhe mctbocl end ICalRC)' or Ill acmunta. 

•· lrt lllc C'OIC of C'OCr7 mtmldpal corporollon ancl CW'J dulrlct co,.,.lfon 
a~llleh hoi /IW • ron of Ill .,.,.,., II!Nipl and Glf7 matnltll modl/lcrtllonr thneto 
l'unuonl to rublllflllloll OI'ICob of udlon Ullrf7 of IIIII dlapcn, lllc COIII#JiroUcr ,.U 
CIIUH • rtV1111 ofiUdl btafcd ata4 •"7 fMlcrW lfMHil/i~loru lllcreto co be ,..,.. 
wllhlrt one,_, o/ Ule -11"1 o/ nacll bildpt. With raped lo .., lft4fcrlol ff141f111D­
clon lo 111ch btulfCt IUbmlllcd oftcr IVdt m~l1111 the comptrollflf'l,h•ll CIIU# • ,.. 
111111 ofltlch ~/on lo be ,..,. ftll'-1"1 lite /lllnr thereof. 

J• In lllc CNC of cedi mtueld,., corporal/on or dlllrid corfHtratlort whldl llu 
fil•d ""'" liN com,..U. lucia ,.,.,., ., ...., lu rtfuhwd l*rsvant Co 1Ublft.irir~1t 
one-c of 1udon lhlrf1 ol lhll dta/IWr, lhc colfl1'1rollcr Nil cauu •"7 111t:h "'"'"" 
ICI be rwlcwd promf1C17. If Ulc comprrolln lhall cktmnlrt• lhal • vlolotlon of ,_ 
relaUrtr to Ute ab(IIIOfl .,, malntCrtGn• O/ ~ bUIIpll or lh• lanMna o/ 
debl PUll wl.ldl cfcdl ..,.,.., or &lartiiUu ICI afcd ...,_, U.. erfldllworfll· 
lrtcu o/ U.• obiiiJII"'"' of 111m corporallon, h• 1hall 10 notlf7 and ,.., mN«w wflll 
o(Jkiall of lucia co,.,.ll011111dt mutllal action ., m., h atflrofllle,.for IUdl 
corporal'- ICI •fed compu...a wiUI law. 

4• lrt Ill• CON o/ cadi munldpal co,.,.,..llon or dlllrid eo,.,.Cion lfltfcfa I• 
Ultlfcr Ulc .. ,.,.,,,. CJ/ llt1 c:om#Jirolt.r fH'mMJnl IO IUWlvfiiOIII OINioC ofiCCCiotl 
thlrf1 o/ Utu riul/ltcr, Ute c:om/ltroUcr lltall preptJN for Ulc pwmor .. c1 deUwr 
co Ule kplaltlf'f on cmnual f'C1110rl dcmlblnr '"' _,...., condltlort of IUCit cor­
poralloru, lncludln1 Ute dlllleulrla mcounlerfld "' litem In compl)lnc wiUI ,..., 
rclallfiiiCI lhe A4o/lllon and malnlaMnce ol hlacal budfCU Mel 1M fuuancw ot 
ckbl anll the ,.,.., hfn1 made bJ 1udt corfloNIIolll IO!Nrdl tiN nuoludon o/ 
1uch 111/lfcvlllu. 

Is- Section tblnr·tour of auch law, u lut amcaded by chapter dlt bunched 
nlnclJ·IIx of the laws of nineteen hunclmlllxtr·lour, Ia herebJ amended to rad 
ulollowa: 

IM· Powm and dudes of c:xamlntn 

1. 11M: c:omptrollcr and each examiner of munldpal Dllalnlhall haft powa ta 
csamlne Into the &nmtdal eltaln of cYCrJ auch munldpal CUfJIOIIIlloa, dbtrkt, 
qmq and aalrlt)' anti lo admlnbaer an oath to IIIIJ' pc11011 wlaoR testimony ma7 
be required, and to compel the appearance and auendancc oiiUm penon lor 1hc 
purpo.e o( any 1uch cxaanlnealon 11td lnnsal~tatlon. and the production of boob 
••-'~ p;apcn. In the cue of a municipal mrporadon or IIChool cllltrlct, 110 lUCia per· 
1011 ahall be annpclkd to IJ,pear or be examined cbcwha:rc than within aoc:h mu· 
t&ldpal corporation or JCh~ dbtrlct. In tltc: c:uc: ol an)· dlaarlct other than a IIChool 
dlaarlct. no auch person mar be compelled to •pJl'.-ar or be aamhtc:d cllcwhere 
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