§ 2. No county, city, town, village or school district shall contract
any i ndebt edness except for county, city, town, village or school
district purposes, respectively. No indebtedness shall be contracted for
| onger than the period of probable useful ness of the object or purpose
for which such indebtedness is to be contracted, or, in the alternative,
t he wei ghted average period of probabl e useful ness of the several
obj ects or purposes for which such indebtedness is to be contracted, to
be determ ned by the governing body of the county, city, town, village
or school district contracting such indebtedness pursuant to general or
special |laws of the state |egislature, which determ nation shall be
conclusive, and in no event for |onger than forty years. |ndebtedness or
any portion thereof may be refunded within either such period of
probabl e useful ness, or average period of probabl e useful ness, as nay be
determ ned by such governi ng body conputed fromthe date such
i ndebt edness was contract ed.

No i ndebt edness shall be contracted by any county, city, town, village
or school district unless such county, city, town, village or school
district shall have pledged its faith and credit for the paynent of the
principal thereof and the interest thereon. Except for indebtedness
contracted in anticipation of the collection of taxes actually |evied
and uncol l ected or to be levied for the year when such indebtedness is
contracted and i ndebt edness contracted to be paid in one of the two
fiscal years imediately succeeding the fiscal year in which such
i ndebt edness was contracted, all such indebtedness and each portion
thereof fromtine to tinme contracted, including any refundi ng thereof,
shall be paid in annual installnments, the first of which, except in the
case of refunding of indebtedness heretofore contracted, shall be paid
not nore than two years after such indebtedness or portion thereof shal
have been contracted, and no installnment, except in the case of
refundi ng of indebtedness heretofore contracted, shall be nore than
fifty per centumin excess of the smallest prior installnment, unless the
governi ng body of the county, city, town, village or school district
contracting such indebtedness provides for substantially |evel or
declining debt service paynents as may be authorized by | aw

Not wi t hst andi ng the foregoi ng provisions, indebtedness contracted by



the city of New York and each portion of any such indebtedness fromtine
to time so contracted for the supply of water, including the acquisition
of land in connection with such purpose, nmay be financed either by
serial bonds with a maxi mummaturity of fifty years, in which case such
i ndebt edness shall be paid in annual installnents as herei nbefore

provi ded, or by sinking fund bonds with a maxi nummaturity of fifty
years, which shall be redeenmed through annual contributions to sinking
funds established and mai ntai ned for the purpose of anortizing the

i ndebt edness for which such bonds are issued. Notw thstanding the

f oregoi ng provisions, indebtedness hereafter contracted by the city of
New York and each portion of any such indebtedness fromtinme to tine so
contracted for (a) the acquisition, construction or equipnent of rapid
transit railroads, or (b) the construction of docks, including the
acquisition of land in connection with any of such purposes, may be
financed either by serial bonds with a nmaxi nummaturity of forty years,

i n which case such i ndebtedness shall be paid in annual installnments as
her ei nbef ore provided, or by sinking fund bonds with a nmaxi mum maturity
of forty years, which shall be redeened through annual contributions to
si nking funds established and mai ntai ned for the purpose of anortizing

t he i ndebt edness for which such bonds are issued.

Not wi t hst andi ng the foregoi ng provisions, but subject to such
requirenents as the | egislature shall inpose by general or special |aw,
i ndebt edness contracted by any county, city, town, village or school
district and each portion thereof fromtine to tine contracted for any
obj ect or purpose for which indebtedness may be contracted may al so be
fi nanced by sinking fund bonds with a maxi nrum maturity of fifty years,
whi ch shall be redeened through annual contributions to sinking funds
establ i shed by such county, city, town, village or school district,
provi ded, however, that each such annual contribution shall be at | east
equal to the anobunt required, if any, to enable the sinking fund to
redeem on the date of the contribution, the sanme anobunt of such
i ndebt edness as woul d have been paid and then be payable if such
i ndebt edness had been financed entirely by the issuance of serial bonds,
except, if an issue of sinking fund bonds is conbined for sale with an
i ssue of serial bonds, for the sane object or purpose, then the anount
of each annual sinking fund contribution shall be at |east equal to the



anount required, if any, to enable the sinking fund to redeem on the
date of each such annual contribution, (i) the anmount which woul d be
required to be paid annually if such indebtedness had been issued
entirely as serial bonds, less (ii) the anpbunt of indebtedness, if any,
to be paid during such year on the portion of such indebtedness actually
i ssued as serial bonds. Sinking funds established on or after January
first, nineteen hundred ei ghty-six pursuant to the precedi ng sentence
shal | be mai ntai ned and managed by the state conptroller pursuant to
such requirenents and procedures as the |l egislature shall prescribe,

i ncludi ng provisions for reinbursenent by the issuer of bonds payable
from such sinking funds for the expenses related to such mai ntenance and
managenent .

Provi sions shall be nade annually by appropriation by every county,
city, town, village and school district for the paynent of interest on
all indebtedness and for the anobunts required for (a) the anortization
and redenption of term bonds, sinking fund bonds and serial bonds, (b)
the redenption of certificates or other evidence of indebtedness (except
those issued in anticipation of the collection of taxes or other
revenues, or renewal s thereof, and which are described in paragraph A of
section five of this article and those issued in anticipation of the
recei pt of the proceeds of the sale of bonds theretofore authorized)
contracted to be paid in such year out of the tax |levy or other revenues
applicable to a reduction thereof, and (c) the redenption of
certificates or other evidence of indebtedness issued in anticipation of
the collection of taxes or other revenues, or renewal s thereof, which
are not retired within five years after their date of original issue. If
at any time the respective appropriating authorities shall fail to nake
such appropriations, a sufficient sumshall be set apart fromthe first
revenues thereafter received and shall be applied to such purposes. The
fiscal officer of any county, city, town, village or school district may
be required to set apart and apply such revenues as aforesaid at the
suit of any hol der of obligations issued for any such indebtedness.

Not wi t hst andi ng the foregoing, all interest need not be paid annually
on an issue of indebtedness provided that either (a) substantially |evel
or declining debt service paynments (including all paynments of interest)



shall be made over the |life of such issue of indebtedness, or (b) there
shall annually be contributed to a sinking fund created pursuant to this
section, the anbunt necessary to bring the bal ance thereof, including

i nconme earned on contributions, to the accreted val ue of the obligations
to be paid therefromon the date such contribution is nade, |ess the sum
of all required future contributions of principal, in the case of

si nking fund obligations, or paynents of principal, in the case of

serial obligations. Wen obligations are sold by a county, city, town,
village or school district at a discount, the debt incurred for the

pur poses of any debt limtation contained in this constitution, shall be
deened to include only the amount of nopney actually received by the
county, city, town, village or school district, irrespective of the face
anount of the obligations.



