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T H E  C O U N C I L

REPORT OF THE LEGAL AND GOVERNMENTAL AFFAIRS DIVISION

RICHARD M. WEINBERG, DIRECTOR AND GENERAL COUNSEL

COMMITTEE ON STATE AND FEDERAL LEGISLATION
MAYOR’S MESSAGE 876 
By: The Mayor

S. 7967
By: Marchi  

TITLE:
AN ACT to amend the tax law, the state finance law and the public authorities law, in relation to the payment of state-collected taxes to certain public benefit corporations, the borrowing power of the New York city transitional finance authority and the bonds issued by such authority; and to amend chapter 16 of the laws of 1997, amending the public authorities law and other laws relating to creating the New York city transitional finance authority, in relation to the continued authorization of such authority to issue such bonds.  
BACKGROUND:

Section 4 of Article 8 of the Constitution, prohibits New York City from contracting indebtedness beyond an established debt limit.  Since the debt limit constrains the ability to enter into capital contracts, the continuation of the City's capital program, which includes funding for education and transportation, and the capital needs of other City operations, is dependent on sufficient debt limit capacity.  The TFA Act of 1997 created the New York City Transitional Finance Authority ("TFA") as an emergency financing mechanism to ensure that, as the City approached its constitutional debt limit, adequate funding would be available to meet the City's capital needs.


The city is now nearing its limit under the 1997 TFA Act.  The main provision of this legislation increases the aggregate principal amount of bonds permitted to be issued by the TFA to $10 billion from the current limit, which is $7.5 billion.


In addition, this legislation also amends the definition of "capital financing needs" to eliminate the requirement that a period of capital financing need be one in which the capital program would require the City to incur debt in excess of the limit imposed by the state constitution.  Instead, a period of capital financing need would occur when the issuance of bonds by the TFA would assist the City in meeting its capital needs as determined by the Mayor.

 
According to the administration, the legislation would delete the provision which prevents the TFA from issuing bonds other than for refunding purposes as soon as the city's constitutional debt limit is increased.


Finally, other provisions would change the requirement on the issuance of variable rate bonds and clarify provisions regarding the availability of personal income and sales tax revenues to the TFA.

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:

This act shall take effect immediately.

