STATE OF NEW YORK

4303

2017- 2018 Regul ar Sessi ons

| N SENATE

February 8, 2017

Introduced by Sen. AKSHAR -- read twice and ordered printed, and when
printed to be conmitted to the Conmittee on Fi nance

AN ACT to anend the state finance law, in relation to the creation of a
debt nmanagenent board, using surplus noneys to reduce outstanding
state funded debt and |imting the anbunt of state funded debt that
may be incurred; to anend the public authorities law, in relation to
defining and listing public authorities, limting the debt of public
authorities, the approval by the conptroller of the terms and condi -
tions of bonds or notes issued by public authorities, the powers and
duties of the public authorities control board, and the issuance of
bonds and notes of the New York state thruway authority; and to repea
article 5-B of the state finance lawrelating to limtations on state-
supported debt

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Article 5-B of the state finance |aw is REPEALED and a new
article 5-B is added to read as foll ows:
ARTICLE 5-B
DEBT NMANAGENMENT BOARD
AND
LI M TATI ONS ON STATE FUNDED DEBT
Section 67-a. Definitions.
67-b. Use of surplus npneys to reduce outstanding state funded

OCoO~NOUIRA,WNPEF

debt .
67-c. New York state debt managenent board; creation; procedure.
67-d. Powers and duties of the board.
67-e. Conptroller's duties with respect to board.
67-f. Limtations on state funded debt and state debt service

payments.

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
LBD06528- 01- 7
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8 67-a. Definitions. As used in this article and article five-C of
this chapter the following terns shall have the neanings set forth
bel ow.

1. "Board" shall nean the New York state debt nmanagenent board estab-
lished by section sixty-seven-c of this article.

2. "Capital purpose" shall nean any project involving:

(a) the acquisition, construction, denplition or replacenent of a
fixed asset:;

(b) the major repair or renovation of a fixed asset, which materially

extends its useful life or materially inproves or increases its capaci-
ty:

(c) the planning or design of the acquisition., construction, denoli-
tion, replacenent, major repair or renovation of a fixed asset, includ-

ing the preparation and review of plans and specifications including
engi neering and other services, field surveys and sub-surface investi-

gations incidental thereto; or
(d) the <costs of issuing debt obligations to finance a capital

pur pose.

3. "Cash surplus" shall nean the anmpunt by which general fund receipts
in a fiscal year exceed general fund expenditures in such fiscal year.

4. "Conduit debt obligations" shall nean a debt obligation issued by a
public authority (hereinafter referred toin this subdivision as the
"conduit issuer") on behalf of a third party (hereinafter referred to in
this subdivision as the "conduit borrower") other than the state or a
political subdivision of the state, where paynent of the obligation is
to be made from funds of the conduit borrower, the security for the
obligation is the credit of the conduit borrower and no funds of the
conduit issuer, the state or a political subdivision of the state are
pl edged to secure the obligation, whether or not the obligation of the
conduit issuer, the state or political subdivision of the state is
subject to appropriation or is otherw se contingent.

5. "State backed debt" shall nmean any debt or obligation, other than
state debt, that is supported in whole or in part by any financing

arrangenent whereby the state agrees or has in the past agreed., whether

by law, contract or otherwise, to nake paynments which will be used

directly or indirectly, for the paynent of principal, interest or
related paynents on indebtedness incurred or contracted by the state
itself for any purpose, or by any state agency, nunicipality, individ-
ual, public authority or other public or private corporation or any
other entity for state capital or operating purposes or to finance
grants, loans or other assistance paynents nmade or to be made by or on

behalf of the state for any purpose. If the state agrees to make future
revenues from a specific state source available for the purpose of
supporting debt of any nmunicipality, individual, public authority or
other public or private corporation or any other entity., such debt shal
be considered to be a debt for the purpose of financing a state grant,
| oan or other assistance paynent and shall be a "state backed debt" for
the purposes of this article. The term"state backed debt" applies to
all debt or obligations described in this subdivision for which the
state agrees, or has in the past agreed. to make paynents (a) whether or
not the obligation of the state to nake paynents is subject to appropri-
ation or is otherwise contingent, or (b) whether or not debt service is
to be paid froma revenue streamtransferred by the state to another
party that is responsible for making such paynents.

6. "State funded debt" shall nmean the conbined total of all state debt

and all state backed debt, except short termdebt incurred in accordance
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with section nine of article seven of the constitution, energency debt
incurred in accordance with section ten of article seven of the consti-
tution, and refunding debt incurred in accordance with section thirteen
of article seven of the constitution.

7. "State debt" shall nmean all bonds and bond anticipation notes
issued by the state conptroller pursuant to article five of this chap-
ter.

8. "Total personal incone of the state" shall nean the nost recently
publi shed estimated dollar anpunt determi ned as total personal incone of
the state by the United States departnent of conmerce or any successor
agency for the four npbst recent successive calendar quarters for which
information is available prior to October thirty-first of each year
Subsequent revisions of the published estinmated dollar anpunt for such
calendar quarters shall not affect the validity of the determ nation
made by the board for any fiscal year.

67-b. Use of surplus noneys to reduce outstanding state funded debt.
At the close of each fiscal year, a portion of any cash surplus renain-
ing in the general fund after the transfer pursuant to section ninety-
two of this chapter shall be transferred to the debt reduction reserve
fund established by section ninety-seven-rrr of this chapter, as added
by section thirty-six of part B of chapter fifty-seven of the |aws of
ni net een hundred ninety-eight. The portion to be transferred shall be
equal to the projected ratio of total debt service disbursenents for the
fiscal year to total governnental funds disbursenents for state agency
operations for the fiscal year.

8 67-c. New York state debt nmanagenent board; creation; procedure. 1
The New York state debt nmanagenent board is hereby established to have
and exercise the powers, duties and prerogatives provided by the
provisions of this article and any other provision of |aw

2. The nmenbership of the board shall consist of three persons, includ-
ing the governor, the conptroller and a third person who shall be joint-
ly appointed by the governor and the conptroller. The termof office of
the nenbers of the board shall be the sane as the terns of office of the
governor and the conptroller. If the third nenber of the board resigns,
becones incapacitated, is jointly renoved by the governor and the conp-
troller or is otherwi se unable to serve, the governor and the conp-

troller shall jointly appoint a successor to serve the renninder of the
unexpired term The governor shall be the chairperson of the board.
The board shall act by majority of all of the nmenbers of the board,

except that changing the debt affordability |evel previously established
by the board shall require unani nous approval by all the nenbers of the

board. Any action by the board shall be evidenced by a certification
thereof signed by a majority of all the nenbers, except that all nenbers
shall sign a certification of any action requiring unaninous approval.
Each nenber of the board shall be entitled to designate a representative
to attend neetings of the board in his or her place and to vote or
otherwi se act on his or her behalf in his or her absence. Notice of such
designation shall be furnished in witing to the board by the designat-
ing nenber. A representative shall serve at the pleasure of the desig-
nating nenber during the nenber's termof office. A representative shal
not be authorized to delegate any of his or her duties or powers to any
ot her person.

3. The third nenber jointly appointed by the governor and the conp-
troller shall be a financial expert with experience in public finance,

econom cs, acadeni cs or _governnent.
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4. Al the nenbers of the board and their representatives shall be
entitled to reinbursenent for their actual and necessary expenses
incurred in the perfornmance of their official duties pursuant to this
section or any other provision of |aw

5. The board shall neet senmi-annually or nore frequently at the cal
of the chairperson. Meetings of the board shall be subject to the open
neetings |law established by article seven of the public officers |aw

8 67-d. Powers and duties of the board. 1. The board shall have the
power and the duty to (a) annually determine the total debt linmt of the
state by calculating the dollar anmpbunt equivalent to five percent of the
total personal incone of the state, as defined in section sixty-seven-a
of this article, and (b) annually prescribe a debt affordability |evel,
which on and after April first, two thousand twenty-six shall be no
hi gher than the total debt limt of the state.

2. On or before Cctober thirty-first of each year, the board shal
deternmine the total debt limt of the state for the next fiscal year,
and report the limt to the tenporary president of the senate, the
speaker of the assenbly, the chairperson and ranking nmnority nenber of
the senate finance conmttee, and the chairperson and ranking mnority
nenber of the assenbly ways and neans conmmittee. On or before the sane
date, the board shall issue a public announcenent of such limt.

3. On or before OCctober thirty-first of each year, the board shal
prescribe the debt affordability level of the state for the next fisca
year, and report the level to the tenporary president of the senate, the
speaker of the assenbly, the chairperson and ranking nminority nenber of
the senate finance conmmittee, and the chairperson and ranking mnority
nenber of the assenbly ways and neans committee. On or before the sanme
date, the board shall issue a public announcenent of such level. Wthin
the limtation established by the total debt limt of the state. the
debt affordability level of the state shall be based upon the board's
evaluation of the total anmount of additional debt that may be incurred
and the total debt service obligations and related paynents that nmay be
undertaken by the state wi thout overburdening present or future gener-
ations, taking into account the current and expected revenues and
expenses of the state, the current and expected trends affecting the
econony of the state, and such other factors as the board deens rele-

vant. In addition to the debt affordability level of the state for the
next fiscal vyear, the board's report to the |egislature and announcenent
to the public shall include the board's forecast of the debt affordabil-

ity levels expected for the two succeeding fiscal years. Following the
board's establishnent of a debt affordability level of the state for a
fiscal year, there shall be no change in such level (other than a debt
affordability level forecast for a fiscal year after the next fiscal
year) except with the unani nbus approval of the nenbers of the board.

4. The board shall have the power and it shall be its duty to nmke
recommendations to the governor and the legislature of policies to
govern the issuance of all state funded debt and other capital financing
nmatters.

5. The board shall adopt policy standards relating to the i ssuance of
all state funded debt and for capital financing. Such standards shal
require the unani nous approval of all three nenbers of the board, and
shall cover. anong other itens, the foll ow ng:

(a) structures for state funded debt. such as rate of anortization of
principal, the use of premuns and capitalization of interest on state
funded debt ;
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(b) criteria for refunding outstanding state funded debt including,
but not linmted to, such matters as extension of the term of outstanding
debt, present value savings and distribution of actual savings;

(c) the wuse of credit enhancenents, derivative instrunents and vari-
able or fixed rate debt obligations with respect to state funded debt ;

(d) goals for the proportion of state capital spending to be financed
with debt and the proportion to be financed with current appropriations;

e the nethod of sale, such as conpetitive or negotiated, of state
funded debt obligations;

(f) criteria to be used in selecting state funded debt obligations to
be retired or defeased by the use of the portion of any cash surplus,
deternmi ned pursuant to section sixty-seven-b of this article, that shal
be dedicated to the exclusive purpose of reducing the aggregate anpunt

of outstanding state funded debt obligations;
() the definition of non-recurring revenues which shall be used for

the funding of capital projects which have been authorized by lawto be
financed through the issuance of state funded debt or for the purpose of
retiring or defeasing bonds or notes previously issued;

(h) such other policy matters relating to the issuance of state funded
debt as the board nmay determine to be appropriate; and

(i) policy standards to be followed by state authorities, as defined
in section two of the public authorities law, in relation to the issu-
ance by such public authorities of debt obligations other than conduit
debt obligations. In the discretion of the conptroller, such policy
standards may be applied by the conptroller in the exercise of his or
her constitutional authority to supervise the accounts of public author-
ities, as defined in section tw of the public authorities law, and
political subdivisions.

The board shall annually review the policy standards and adopt such
changes or additions as it deens advisable on or before the anniversary
date of its original standards.

8 67-e. Conptroller's duties with respect to board. The conptroller
shall collect and analyze data with respect to outstanding state funded
debt and, at least annually, on or before the one hundred fiftieth day
following the end of the state fiscal year, report to the board., the
governor, the tenporary president and the ninority | eader of the senate,
and the speaker and minority |eader of the assenbly on the condition of
state funded debt. Such report shall include, but not be limted to,
the ampunt of state funded debt outstanding, the different issuers and
categories of such debt, and any differences in credit ratings anong
categories and issues.

8 67-f. limtations on state funded debt and state debt service
paynents. 1. No additional state funded debt shall be incurred after
April first, two thousand twenty-six if the total principal amunt of
such additional debt, together with the total principal anmpbunt of state
funded debt already outstanding and the total principal ampunt of state
funded debt already authorized but not yet incurred, is equal to or
greater than the total debt limt of the state as determ ned by the
board pursuant to section sixty-seven-d of this article.

2. Wth the exception of short termdebt incurred in accordance wth
section nine of article seven of the constitution, energency debt
incurred in accordance with section ten of article seven of the consti-
tution., and refunding debt. no state funded debt shall be incurred
except to finance a capital purpose.

3. (a) Al debt subject to the provisions of this section (i) shall,
except for refunding debt, be incurred only for a capital purpose
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aut horized by law, and (ii) shall, if incurred on or after the first day
of the first fiscal year beginning at | east one yvear after the effective
date of an anendnent to section eleven of article seven of the constitu-
tion, be in the formof obligations issued by the conptroller.

(b) On and after April first, tw thousand twenty-one, no debt obli-
gation subject to the provisions of this section shall be issued unless
the conptroller determ nes that such issuance is within the debt afford-
ability level for that fiscal year established by the debt nmanagenent
board pursuant to section sixty-seven-d of this article. On or after
April first, two thousand twenty-six, no such debt obligation shall be
issued unless the conptroller deternmines that such issuance is wthin
(i) the limt on state debt and (ii) the debt affordability |evel estab-
lished by the board pursuant to section sixty-seven-d of this article.

4. No state funded debt shall be incurred in the formof an obligation
with a final maturity exceeding the probable |ife of the capital project
financed by such debt, as specified in section sixty-one of this chap-
ter. Notwi thstanding any other provision of law to the contrary, no
state funded debt shall be incurred in the formof an obligation with a
final maturity of nore than thirty years.

5. During each fiscal year beginning on or after the effective date of
this section, up to and including any fiscal year ending in tw thousand
twenty-five no new state funded debt shall be incurred in an aggregate
principal anpbunt exceeding ninety-five percent of the aggregate princi-
pal anmount of new state funded debt incurred in the preceding fiscal
year.

6. No state funded debt outstanding on the effective date of this
subdi vi sion shall be refunded unless (a) such refunding is conducted in
all respects as if section thirteen of article seven of the constitution
applied, and (b) any such refunding obligations issued on or after the
first day of the first fiscal year beginning at |east one year after the
effective date of an anendnent to section eleven of article seven of the
constitution inposing a limt on the total ampunt of state debt, are
issued by the conptroller. Such outstanding debt obligations and the
debt service expenses, direct or indirect, required for such obligations
shall be included in the determination of the debt linmt and the debt
affordability level pursuant to section sixty-seven-d of this article.

7. Debt obligations issued to refund outstanding state funded debt,
regardl ess of whether such outstanding debt was incurred prior to the
effective date of this subdivision., shall not be counted for the
pur poses of the debt linmt and the debt affordability |evel determni ned
pursuant to section sixty-seven-d of this article if such refunding is
conducted in all respects as if section thirteen of article seven of the
constitution applied. Debt service expenses on debt that has been
refunded in accordance with section thirteen of article seven of the
constitution shall be excluded for the debt affordability level to the
extent that such debt service expenses are to be paid froman escrow
fund established with proceeds of the refunding debt, but debt service
expenses on the refunding debt shall be included except to the extent
that such debt service expenses are to be paid fromsuch an escrow fund.
For the purposes of this subdivision and subdivisions six and eight of
this section, any refunding debt that does not extend beyond the final
maturity of the debt being refunded shall be deened to be in conpliance
with the provisions of subdivision six of section thirteen of article
seven of the constitution nmade applicable by this subdivision if there
is an actual debt service savings in every vear to nmaturity as a result
of the issuance of the refunding debt.
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8. After the effective date of this section the state shall not,
except as specifically authorized by a provision of the constitution
other than section eleven of article seven of the constitution, agree to
make paynents, directly or indirectly, whether or not subject to appro-
priation, that are to be available to pay debt service on any debt
incurred by a municipality, individual, public authority or other public
or private corporation or any other entity, for any purpose, if such
paynents are expected to be used to pay debt service only if other
sources available for the paynent of debt service are inadequate.
Qut standing debt that would be prohibited by this subdivision if such
debt had been incurred after the effective date of this subdivision may
be refunded by the entity that incurred the outstanding debt provided
that all provisions of subdivisions six and seven of this section are
conplied with except the requirement that such refunding debt obli -
gations be issued by the conptroller, and refunding debt service
expenses shall only be included in debt affordability determ nations if
debt service expenses on the debt being refunded would have been
i ncl uded.

8 2. Subdivision 2 of section 68-a of the state finance |law, as
anended by section 43 of part HH of chapter 57 of the laws of 2013, is
anmended to read as foll ows:

2. "Authorized purpose" for purposes of this article and section nine-
ty-two-z of this chapter shall nean any [pwpeses] purpose for which
[ state-—supported] state funded debt, as defined by section sixty-seven-a
of this chapter, may be or has been issued except debt for which the
state is constitutionally obligated thereunder to pay debt service and
rel ated expenses.

8 3. Subdivision 6 of section 68-c of the state finance |aw, as added
by section 2 of part | of chapter 383 of the |laws of 2001, is anmended
and a new subdivision 7 is added to read as foll ows:

6. Any resolution or other agreenent authorizing revenue bonds under
this article shall reserve the right of the state, upon anmendnment of
section eleven of article seven of the New York state constitution
all owi ng the issuance or assunption of bonds, notes or other obligations
secured by revenues, which nmay include the revenues securing revenue
bonds of authorized issuers (a) to assune, in whole or in part, revenue
bonds of the authorized issuers, (b) to extinguish the existing Iien of
such resolution, or other agreement and (c) to substitute security for
the revenue bonds of the authorized issuers, in each case only so |ong
as such assunption, extinguishnment or substitution is done in accordance
wi th such resolution or other agreenment and such constitutional anend-
nent .

7. On and after the first day of the first fiscal year beginning at
| east one year after the effective date of an anendnent of section el ev-
en of article seven of the constitution inposing a limt on the total
anpunt of state debt, no revenue bonds shall be issued.

8 4. Section 97-rrr of the state finance |aw, as anended by section 45
of part H of chapter 56 of the |aws of 2000, is anended to read as
fol | ows:

8 97-rrr. Debt reduction reserve fund. 1. There is hereby established
in the joint custody of the conptroller and the comni ssioner of taxation
and finance a fund to be known as the debt reduction reserve fund. [Suech

) . . 1

2. Such fund shall consist of all nonies credited or transferred ther-
eto fromthe general fund or fromany other fund or sources pursuant to
| aw.




O©CoOoO~NOUP~WNE

S. 4303 8

3. The nmonies in such fund, follow ng appropriation by the |egislature
and aIIocaFion by the director of the budget, shall be available [#fer

alobligation payseRts. or] nlyfor the[p-u-#pe—se—s-] purpose of retiring

or defeasing bonds or notes previously issued, including any accrued

i nterest thereon, for any [state-supperted—bondingprogramor—prograns -

;tate f&néea

debt .

§ 5. Section 24 of the state finance |law is amended by adding a new
subdivision 6 to read as foll ows:

6. The budget bills shall include an appropriation of the available
balance fromthe debt reduction reserve fund created by section ninety-
seven-rrr of this chapter, as added by section thirty-six of part B of
chapter fifty-seven of the laws of nineteen hundred ninety-eight. to be
used exclusively for the purpose of retiring or defeasing state funded
debt obligations in accordance with the criteria established by the New
York state debt nanagenent board.

8§ 6. Subdivision 1 of section 51 of the public authorities law, as
added by chapter 838 of the |aws of 1983, paragraph k as added by chap-
ter 506 of the | aws of 1995, paragraph | as added by chapter 468 of the
laws of 2004, paragraph mas added by section 10 of part E of chapter
494 of the laws of 2009 and paragraph n as added by chapter 533 of the
| aws of 2010, is anended to read as foll ows:

1. [Fhe] Subject to (a) the conptroller's constitutional authority to
supervi se the accounts of public authorities, (b) the conptroller's
statutory authority to approve the ternms and conditions of debt obli-
gations issued by public authorities, and (c) the policy standards
established by the New York state debt managenent board pursuant to
section sixty-seven-d of the state finance law in relation to public
authority debt, the New York state public authorities control board

shall have the power and it shall be its duty to receive applications
for approval of the financing and construction of any project proposed

by any [9L—Lhe—Le+LeM+ng—sLaLe—pubL+e—bene¢+$—ee¥pe#a¥+ens—

A—Nort-h—Count+y—Rower—Aut-horty¢] Cass A or Cass B public authority,

as defined in section two of this chapter.
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Any application nmade concerning a project shall include the terns,
condi tions and dates of the repaynment of state appropriations authorized
by |l aw pursuant to a repaynment agreenent, and a current listing of al

outstanding debt and debt service obligations of the applicant. Any
subsidiary of, or corporation with the sane nenbers or directors as, a
public benefit corporation subject to the provisions of this section

shall also be subject to the provisions of this section. Al applica-
tions and submni ssions to the board required to be nade by a subsidiary
shall be made on behal f of such subsidiary by the public benefit corpo-

ration which created the subsidiary. No public benefit corporation
subject to the provisions of this section shall make any conmm t nent,
enter into any agreenent or incur any indebtedness for the purpose of
acquiring, constructing, or financing any project unless prior approval
has been received fromthe board by such public benefit corporation as
provi ded herein.

8 7. Section 51 of the public authorities |aw is anmended by adding a
new subdi vision 6 to read as foll ows:

6. Not later than ninety days after the end of each fiscal year, the
board shall submit to the governor, the conptroller, the tenporary pres-
ident and the minority |eader of the senate, and the speaker and the
mnority |eader of the assenbly an annual report detailing: (a) the
aggregate ampunt of debt approved by the board during such fiscal year;

(b) a list of the individual projects approved by the board for each
public authority during such fiscal year; and

(c) the total anmount of new debt obligations the board has approved
during such fiscal year for issuance by each public authority.

The board shall publish such report by posting such report on the
board's internet website. Each such report posted on the board's inter-
net website shall be maintained on such website for at |east twelve
nmonths or until the next such report is posted on such website, whichev-
er is later. The board shall issue a news rel ease announcing such report
to newspapers of general circulation and radio and television news
bureaus within the state.

§ 8. Subdivision 2 of section 365 of the public authorities |aw, as
separately anmended by sections 349 and 381 of chapter 190 of the | aws of
1990, is amended to read as foll ows:

2. The notes and bonds shall be authorized by resolution of the board,
shal | bear such date or dates and mature at such time or tines, in the
case of notes and any renewals thereof within five years after their
respective dates and in the case of bonds not exceeding forty years from
their respective dates, as such resolution or resolutions nmay provide.
The notes and bonds shall bear interest at such rate or rates, be in
such denominations, be in such form either coupon or registered, carry
such registration privileges, be executed in such manner, be payable in
such medi um of paynent, at such place or places, and be subject to such
terms of redenption as such resolution or resolutions may provide. Bonds
and notes shall be sold by the authority, at public or private sale, at
such price or prices as the authority nay deternine. Bonds and notes of
the authority shall not be sold by the authority at private sale unless
such sale and the terns thereof have been approved in witing by the
conmptroller, where such sale is not to the conptroller, or by the direc-
tor of the budget, where such sale is to the conptroller. [Bends—and
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§ 9. This act shall take effect inmmedi ately; provided, however, that
paragraph (a) of subdivision 3 and subdivision 6 of section 67-f of the
state finance law, as added by section one of this act, and section
three of this act, shall take effect on the sanme date as a concurrent
resolution of the Senate and Assenbly entitled "proposing anendnents to
article 7 of the constitution, in relation to the authorization of debt
intimes of public energency, a limt on the total amount of state debt,
the establishnment of a debt rmanagenent board and refunding of state
debts", takes effect.



