8§ 10.10 Municipalities and school districts authorized to incur debt
to liquidate operating deficits; requirements and procedures; period of
probabl e useful ness. In the case of a nmunicipality or school district
that is authorized by a special or general law to incur debt to
| i qui date an operating deficit:

a. no bonds to fund the liquidation of such a deficit may be issued
unl ess and until the state conptroller shall first review and confirm
the existence of the deficit, as well as certify the anount of the
deficit. As soon as practicable after the effective date of the |aw
aut hori zing the incurrence of debt to fund the deficit, but in no event
prior to the close of the then current fiscal year of the nmunicipality
in the case of a projected deficit, the nunicipality or school district
shall prepare a report detailing the anobunt and cause of the deficit and
subnmit to the state conptroller such report, together with the
municipality's or school district's independent audit report for its
| ast conpleted fiscal year, if any such audit report has been or is to
be prepared, and such other infornmation as the state conptroller my
deem necessary. Wthin thirty days after receiving all necessary reports
and information, the state conptroller shall:

1. performsuch reviews as may be necessary;

2. confirmthe existence and certify the anmount of the deficit; and

3. provide notification to the finance board of the nmunicipality or
school district as to the exi stence and anmount of any such deficit.

b. bonds to liquidate such deficit nmay not be issued in an anount
exceedi ng the amount of such deficit as certified by the state
conptroller. If the municipality or school district issues bond
antici pation notes for the purpose of |iquidating such deficit prior to
a determnation by the state conptroller pursuant to paragraph a of this
section in an anobunt in excess of the anmobunt of such deficit as
confirmed by the state conptroller, the municipality or school district
shall, from funds other than proceeds of bonds or bond anticipation
notes, either redeem such bond anticipation notes in the anmount by which



t he amount of such bond antici pation notes exceeds the anount of such
deficit as confirmed by the conptroller or deposit a sumequal to the
anount by which such bond antici pati on notes exceed the anmount of such
deficit as confirmed by the conptroller into a reserve fund for the
paynment of bonded i ndebtedness that shall be established pursuant to
section six-h of the general municipal |aw

c. for each fiscal year occurring during the tine deficit bonds or
bond anti ci pation notes issued in anticipation of the sale of such bonds
are outstanding, up to and including the last fiscal year during which
such debt or debt issued to refund such debt is outstanding, the chief
fiscal officer of the nmunicipality or school district on whose behalf
such deficit bonds or notes have been issued shall nonitor budgets of
the nmunicipality or school district and for each budget, prepare a
quarterly report of summarized budget data depicting overall trends of
actual revenues and budget expenditures for the entire budget rather
than individual line itenms. Such reports shall conpare revenue estinates
and appropriations as set forth in such budget with the actual revenues
and expenditures made to date. Al quarterly reports shall be
acconpani ed by a reconmendati on by the chief executive officer of the
muni ci pality or school district setting forth any renmedial action
necessary to resol ve any unfavorabl e budget variance including the
overestimati on of revenues and the underestimati on of appropriations,
and shall be conpleted within thirty days of the end of each quarter.
The chief fiscal officer shall also prepare, as part of such report, a
quarterly trial balance of general |edger accounts. The above quarterly
budgetary reports and quarterly trial bal ances shall be prepared in
accordance with generally accepted accounting principles. These reports
shall be subnmitted to the governing board and chi ef executive officer of
such municipality or school district, the state director of the budget,
the state conptroller, the chair of the assenbly ways and neans
committee, the chair of the senate finance commttee and, in the case of
a school district, the conm ssioner of education.

d. beginning with the fiscal year during which the municipality or
school district is authorized to incur debt to finance the deficit, to
and including the last fiscal year during which such debt or any debt



incurred to refund such debt is outstanding, the chief executive officer
or other individual or individuals responsible for the preparation of
the tentative budget, or in the case of a town, the prelimnary budget,
shall submt the tentative or prelimnary budget for the next succeeding
fiscal year to the state conptroller and, in the case of a school
district, also to the comm ssioner of education, no later than thirty
days before the date schedul ed for the governing board' s vote on the
adoption of the final budget or the |ast date on which the budget may be
finally adopted, whichever is sooner. The state conptroller and, in the
case of a school district, the comm ssioner of education, shall exam ne
such proposed budget and nake such recomrendati ons as deened appropriate
thereon to the nunicipality or school district prior to the adoption of
t he budget, but no later than ten days before the date scheduled for the
governing board's vote on the adoption of the final budget or the |ast
date on which the budget nust be adopted, whichever is sooner. Such
recomendati ons shall be made after examination into the estimtes of
revenues and expenditures of such nmunicipality or school district. The
governi ng board of the nunicipality or school district, no later than
five days prior to the adoption of the budget, shall review any such
reconmendati ons and nay nake adjustnents to its proposed budget

consi stent with any recommendati ons nade by the state conptroller and,
in the case of a school district, by the comm ssioner of education. Any
reconmendati ons that the board rejects shall be explained in witing to
the state conptroller and, in the case of recomrendati ons nmade by the
commi ssi oner of education, to the conm ssioner. The action or inaction
of the state conptroller or the conm ssioner of education under this
section shall not be construed to affect the legal validity of any
budget of the nmunicipality or school district nor to affect the powers
or duties of the nmunicipality or school district with respect to the

| ocal budget process, provided, however, that the municipality or school
district may not issue bonds for any object or purpose unless and until
adjustnents to its proposed budget consistent with any recomrendati ons
made by the state conptroller and, in the case of a school district, by
t he conm ssioner of education, are made, or any such recomrendati ons
that are rejected have been explained in witing to the state
conptroller and, in the case of school districts, the conm ssioner of
educat i on.



e. beginning with the fiscal year during which the municipality or
school district is authorized to incur debt to finance the deficit, to
and including the last fiscal year during which such debt or any debt
incurred to refund such debt is outstanding, the chief executive officer
or other officer or officers responsible for the preparation of the
tentative budget, or in the case of a town, the prelimnary budget, of
the nmunicipality or school district, within thirty days after the final
adoption of the budget for the next succeeding fiscal year, shal
prepare a three-year financial plan covering the next succeeding fiscal
year and the two fiscal years thereafter. The financial plan shall, at a
m ni nrum contain projected enpl oynent |evels, projected annual
expenditures for personal service, fringe benefits, non-personal
services and debt service; appropriate reserve fund anounts; estimated
annual revenues including projection of property tax rates, the val ue of
the taxable real property and resulting tax |levy, annual growh in sales
tax and non-property tax revenues; and the proposed use of one-tine
revenue sources. Copies of the financial plan shall be provided to the
chi ef executive and chief fiscal officers of the municipality or school
district, the state director of the budget, the state conptroller, the
chair of the assenbly ways and nmeans comrittee and the chair of the
senate finance comrittee. This financial plan requirenment shall not
apply to the extent a nunicipality or school district is subject to a
different nulti-year financial plan requirenent under state |aw.

f. beginning with the fiscal year during which the municipality or
school district is authorized to incur debt to finance the deficit, to
and including the last fiscal year during which such debt or any debt
incurred to refund such debt is outstanding, the chief fiscal officer of
the nmunicipality or school district shall notify the state conptroller
at least fifteen days prior to the issuance of any bonds or notes or
entering to any installnent purchase contract and the state conptroller
may review and nmake reconmendati ons regarding the affordability to the
muni ci pality or school district of any such proposed i ssuance or
contract.

g. to facilitate the marketing of bonds authorized pursuant to law to



be issued to fund a deficit, the nunicipality or school district may,
notwi thstanding any limtation on the private sales of bonds provi ded by
| aw and subject to the approval of the state conptroller of the terns
and conditions of such sales:

1. arrange for the underwiting of such bonds at private sale through
negoti ated fees or by sale of such bonds to an underwiter at a price
| ess than the sum of par value of, and the accrued interest on, such
obl i gations; or

2. arrange for the private sale of such bonds through negoti ated
agreenent, with conpensation for such sales to be provided by negoti ated
agreenent and/or negotiated fee, if required. The cost of such
underwiting or private placenent shall be deened a prelimnary cost for
pur poses of section 11.00 of this title.

h. the financing of a deficit, when authorized by a special or general
| aw as herei nbefore described, is hereby declared to be an object or
pur pose of the municipality or school district for which indebtedness
may be incurred, the period of probable useful ness of which is
determ ned to be ten years, conputed fromthe date of such bonds or the
date of the first bond anticipation note issued in anticipation of the
sal e of such bonds, whichever is earlier.

i. except as provided in this section or in the general or special |aw
aut hori zing the incurrence of debt to finance the deficit, al
proceedi ngs in connection with the issuance of such debt shall be had
and taken in accordance with the provisions of this chapter, provided,
however, that any resolution or resolutions authorizing the issuance of
such bonds shall not be subject to either a mandatory or perm ssive
referendum To the extent the provisions of this section are
i nconsi stent with any general, special or |ocal |aw concerning budget
procedures, this section shall apply and any budget schedule set forth
in any such law shall be nodified to conformwith this section.



