* § 3038. Conditions on extension of benefits to the city. The
corporation shall, at the tinme of any exchange of the corporation's
bonds and notes for short-termobligations of the city pursuant to
subdi vi sion two of section three thousand thirty-five of this chapter or
any paynent of funds of the corporation to the city or of any purchase
fromthe city of its obligations pursuant to section three thousand
thirty-seven of this chapter, require the city to agree to observe and
performthe conditions set forth belowin this section, with such
limtations as to the inplenentation of such conditions as the
corporation nmay, subject to any contract w th bondhol ders or
not ehol ders, then approve; provided, however, that no such specific
limtations shall be so substantial as to effectively constitute a
wai ver of any such conditions. Any such conditions may thereafter, in
the discretion of the corporation, subject to any contract with
bondhol ders or notehol ders, be further limted. Such conditions shal
cease to apply when all notes and bonds have been repaid or when the
corporation has accunmulated in its capital reserve funds or otherw se an
anount equal to the principal of all outstanding notes and bonds and
i nterest accrued thereon. The city shall have the right at any tinme to
pay the corporation an anount which, when added to the capital reserve
funds, shall equal the principal of all outstanding notes and bonds and
i nterest accrued thereon and redenption premumif any. If the city
makes such paynent at a tinme when the corporation has outstandi ng notes
or bonds that are not then callable, the city shall agree to pay the
corporation on demand an anmount equal to the amount, if any, by which
t he amount of interest on such notes or bonds shall exceed the
corporation's inconme fromthe investnent of its funds. Subject to the
foregoi ng, the conditions that the corporation shall require the city to
observe and perform shall be as foll ows:

1. The city shall deliver a certificate, executed by the mayor and the
city conptroller in formprescribed by the corporation, (a) representing
that the city is in conpliance with the conditions described below in
this section as the corporation nmay specify, (b) undertaking to conply
wi th any of such specified conditions as the corporation nmay then
require and (c) stating that all local |egislative and executive action
then required to permt such conpliance by the city has been taken. The



corporation nay require the delivery with such certificate of an opinion
of the city's corporation counsel that all such |egislative and
executive action has been taken.

2. (a) The city shall, within ninety days after the first such
agreenent, initiate steps to adopt as the city's nmethod of accounting
for purposes of reporting to the corporation with respect to the city's
financial condition and conpliance with the conditions of this section,
the accounting principles set forth in the state conptroller's uniform
system of accounts for nunicipalities, as the sanme may be nodified by
the state conptroller, in consultation with the city conptroller, for
application to the city. The city shall conplete the transition to such
accounting nmethod as pronptly as reasonably practicable thereafter and,
in any event, so that the audited financial statenents for the fiscal
year ending June thirtieth, nineteen hundred seventy-eight shall be
prepared in accordance with such accounting nethods, except as provided
below in this subdivision. It is recognized that the adoption of such
accounting principles may result in substantial adjustnents fromthe
accounting principles now followed by the city. The corporation and the
city shall consult, over the course of the introduction and adoption of
such accounting system and the accounting nethods referred to in section
ei ght of the New York state financial energency act for the city of New
York, and until the expiration of the fiscal year ending June thirtieth,
ni net een hundred seventy-eight, the corporation and the city may
formul ate a nmutual |y acceptabl e net hod of phasing such adjustnents into
t he accounting system described in this paragraph over such reasonabl e
period, not exceeding ten years, as the corporation nmay determ ne to be
appropriate and the financial statenments and other infornmation to be
furnished to the corporation may, notw t hstandi ng any other provision of
this section three thousand thirty-eight be prepared in accordance with
such determ nation

(b) For the fiscal year ending June thirtieth, nineteen hundred
seventy-nine, and for each fiscal year thereafter, the city's expense
budget shall be prepared in accordance with the provisions of section
ei ght of the New York state financial energency act for the city of New
Yor k.



3. The city shall take such action as nmay be necessary to enable the
state conptroller, or at his election an i ndependent certified public
accounting firmretained by the city but satisfactory to the state
conptroller, to performan annual audit and to furnish to the
corporation an annual report, for the fiscal year ending June thirtieth,
ni net een hundred seventy-ei ght upon the financial statenents of the
city. For each subsequent fiscal year the city shall take such action as
may be necessary to enable a nationally recognized i ndependent certified
public accounting firmselected and retained by the city at its cost in
accordance with the provisions of section seven-a of the New York state
financi al enmergency act for the city of New York to perform an annual
audit and to furnish to the corporation an annual report upon the
financial statenents of the city. Each such report shall be prepared in
accordance with the accounting method prescri bed under subdivision two
of this section. The city shall nake avail able for inspection and
copying all books, records, work papers and other data and material as
required by the state conptroller or the independent certified public
accounting firmconducting such audit and the city shall make its
of ficers and enpl oyees available to and shall cooperate with such
auditors so as to permt such annual audit to be conpleted and the
report issued to the city and to the corporation within one hundred
twenty days after the close of the fiscal year. Such report shall be
made available to the public pronptly thereafter

4. Beginning with the fiscal year ending June thirtieth, nineteen
hundred seventy-seven and for each fiscal year thereafter, the city
shal | deliver a proposed expense budget to the corporation. Delivery to
the corporation shall be made concurrently with the initial subm ssion
of the proposed expense budget to the board of estimate and the city
council, but in any event not later than fifty days prior to the
begi nni ng of such fiscal year or such other date as the corporation may
approve upon the request of the city. Beginning with the fiscal year
endi ng June thirtieth, nineteen hundred seventy-eight, and for each
fiscal year thereafter, the proposed expense budget submitted to the
corporation shall be prepared in accordance with the accounting mnethods
referred to in subdivision two of this section. Such budget shall be
identical to the proposed expense budget subnitted to the board of



estimate and city council. The proposed expense budget delivered to the
corporation shall be acconpanied by (i) a statenent setting forth in
detail the assunptions of incone and expense used in its preparation,
(ii) for the fiscal year ending June thirtieth, nineteen hundred
seventy-eight, a reconciliation of the differences, if any, between such
proposed expense budget and the proposed expense budget based on the
appl i cabl e accounting methods set forth in subdivision two a of this
section but without adjustnments or nodifications permtted by this
title, and for each subsequent fiscal year a reconciliation between such
proposed expense budget and the proposed budget based on the principles
described in section eight of the New York state financial energency act
for the city of New York, and (iii) a certificate of the mayor stating

t hat such assunptions are reasonable and that operation within the
budget is feasible and explaining the reasons for any differences
therein fromthe proposed expense budget described in clause (ii) above.
Subj ect to and in accordance with the provisions of section eight of the
New York state financial enmergency act for the city of the New York, as
the sane may be anended fromtinme to tine, the city shall in every
fiscal year adopt and maintain an expense budget in which the total of
all incone itens equals or exceeds the total of all expenditure itens.
For the fiscal year ending June thirtieth, nineteen hundred
seventy-ei ght and each subsequent fiscal year the total of all incone
items shall also equal or exceed the total of all expenditure itens in
each expense budget as adopted by the city, after the adjustnents, if
any, required to conformto the accounting nethods referred to in

subdi vision two of this section (except as nay be nodified by the
application of subdivision five of this section) and the city shall also
mai ntai n a budget bal anced in accordance with such accounting
principles. Prior to July first, nineteen hundred ei ghty-two and

not wi t hst andi ng any other provision of this section to the contrary, any
expense itemin the expense budget for any fiscal year, which item
relates to contributions by the city or other public enployer to any
retirement system or pension fund, shall include only the anpunts which,
under the provisions of law, rules or regul ations expressly prescribing
t he net hod of determ ning enployer contributions to such retirenent
system or pension fund and the time of paynment thereof, are due and
payabl e in such fiscal year, and no such expense item shall include



anounts for any such contribution which, under such | aws, rules or
regul ati ons, do not becone due and payable in such fiscal year.

5. The city shall, over a period of six fiscal years, beginning with
its fiscal year ending June thirtieth, nineteen hundred seventy-seven,
elimnate fromits capital budget those expenses that are properly
i ncludabl e only in its expense budget, as determ ned in accordance with
the accounting principles set forth in the state conptroller’'s uniform
system of accounts for nunicipalities, as the sanme may be nodified by
the state conptroller, in consultation with the city conptroller, for
application to the city. The determi nation of which itens are properly
i ncludable only in the city's expense budget shall be made in accordance
with the aforesaid accounting principles regardl ess of any act of the
| egi sl ature prior or subsequent to the effective date of this title
ot herwi se classifying such itens. To inplenment the foregoing:

(a) The mayor and the city conptroller shall, not |ater than Cctober
thirty-first, nineteen hundred seventy-five, certify to the corporation,
alist, to the best of their information, of the expense itens in the
city's capital budget for the fiscal year ending June thirtieth,
ni net een hundred seventy-six, and the amount of each such item

(b) The conptroller (or the independent certified public accounting
firmthen retai ned pursuant to subdivision three of this section) shal
prepare a determ nation of and shall report upon the expense itens and
the amount thereof in the city's capital budget for the fiscal year
endi ng June thirtieth, nineteen hundred seventy-six and for each
subsequent fiscal year, in accordance with the aforesaid accounting
principles. Such report shall also include a statenment as to the city's
conpliance with the conditions of this subdivision for the fiscal year
reported upon and in the budget for the succeeding fiscal year;

(c) Unless the corporation shall approve the inclusion of a greater
anount with respect to any such fiscal year, the aggregate anount of al
such expense itens included in the capital budget, including judgnents
and clains related to other than capital projects, for the fiscal year
endi ng June thirtieth, nineteen hundred seventy-seven and for the
followi ng fiscal year shall be reduced at the cunulative rate of ten
percent per year fromthe aggregate anount for the nineteen hundred
seventy-six fiscal year set forth in the report provided for under



par agraph (b) of this subdivision (or set forth in the certification
under paragraph (a) of this subdivision if such report has not then been
prepared). For the fiscal year ending June thirtieth, nineteen hundred
seventy-ni ne the maxi num aggregate anount of all such expense itens

i ncluded in the capital budget shall be four hundred fifty mllion
dollars and for each of the following two fiscal years the aggregate
anount of all such expense itens included in the capital budget shall be
substantially reduced fromthe aggregate anount for the nineteen hundred
seventy-nine fiscal year. For the fiscal year ending June thirtieth,

ni net een hundred ei ghty-two and thereafter, no such expense itens shal
be included in the city's capital budget;

(d) For the fiscal year ending June thirtieth, nineteen hundred
seventy-seven and continuing thereafter, the city shall not include any
new or additional itemin its capital budget which, in accordance with
the aforesaid accounting principles, is properly includable only inits
expense budget; and

(e) To inplenent this subdivision, and in order to provide ful
di scl osure of all expense itens properly includable only in the expense
budget, the city shall include in its expense budget for each fiscal
year by appropriation all expense itens which are included in its
capi tal budget for such fiscal year pursuant to paragraph (c) of this
subdi vi si on including judgnments and clains related to other than capital
projects, such itens shall be stated separately and distinctly and the
city may include in such expense budget as itens of incone, in addition
to all other itens of incone properly includable in such expense budget
pursuant to this section, all anobunts to be applied to the paynent of
such expense itens, which anounts nay be derived from any source
available to the city during such fiscal year, provided that such incone
shall be listed separately and distinctly.

6. If after the adoption of the expense budget for any fiscal year,
any increase therein, or an increase in total expenditures shall be
proposed, the mayor shall cause such proposal to be subnmitted to the
corporation concurrently with its submi ssion to the board of estimte
and the city council, together with a statenent of the source of current
i nconme or other identifiable and currently available funds required for
t he paynment of such additional anounts.



7. Conmencing at such time as the corporation may specify, but not
| ater than Decenber 1, 1975 the city budget director shall deliver to
the corporation, not less than thirty days before each fiscal quarter
(except, within thirty days after the conmencenent of the first fiscal
quarter), an expenditure plan to inplenent the city expense budget for
such fiscal quarter and within anpbunts based on current incone or other
identifiable and currently avail able funds. The city budget director
shall deliver to the corporation within thirty days after the end of
each such fiscal quarter covered by an expenditure plan, an operations
report reflecting results of city operations for such fiscal quarter and
whet her the city has operated within the rel ated expenditure plan. Each
expenditure plan and operations report shall be in such formas the
corporation nay specify and shall be certified by the city budget
director and shall detail and report upon action taken by the city to
mai ntai n a bal anced expense budget.

8. The city shall conply in all nmaterial respects with the expenditure
limtations in its budgets as adopted or nodified in accordance with
subdi vi sions four and six of this section, and with section eight of the
New York state financial enmergency act for the city of New York as the
samre may fromtine to tinme be amended.

9. a. The city shall not, at any time issue any short-term obligations
whi ch woul d cause the aggregate principal anmount of its outstanding
short-term obligations plus the aggregate principal amount of all notes
and bonds issued by the corporation (less any notes or bonds of the
corporation which have been refunded, renewed, redeened, paid or
cancel l ed and | ess any notes and bonds deenmed to have been paid pursuant
to the provisions of any contract w th notehol ders or bondhol ders and
| ess any notes other than notes issued in anticipation of the issuance
of bonds of the corporation, or bonds of the corporation issued for a
pur pose set forth in subparagraph (b) of section three thousand
thirty-seven or in subparagraph ei ghteen of section three thousand ten
of this article, and | ess any notes other than notes issued in
anticipation of the issuance of bonds of the corporation, or bonds of
the corporation issued for the purpose of making deposits into any of



its capital reserve funds, and | ess any short-term obligations of the
city then held by the corporation) to exceed (i) six billion six hundred
mllion (hereinafter called the base debt limt) plus (ii) an additional
anount, not exceeding ten percent of the base debt limt; provided,
however, that during the fiscal years ending June 30, 1976 and 1977 such
addi ti onal anount may not exceed thirty per cent of the base debt limt,
during the fiscal year ending June 30, 1978 the additional anmount may
not exceed twenty-five per cent of the base debt limt, during the
fiscal year ending June 30, 1979, the additional anount nmay not exceed
twenty per cent of the base debt limt, and during the fiscal year
endi ng June 30, 1980 the additional anmount nay not exceed fifteen per
cent of the base debt limt.

b. In addition to the foregoing limtation the city shall not, at any
date, issue any short-term obligations which would cause the aggregate
principal anount of its outstanding short-term obligations (excluding
bond anti ci pation notes) plus the aggregate principal anount of al
not es and bonds issued by the corporation (less (i) any notes or bonds
whi ch have been refunded or renewed and any notes or bonds in an anount
equal to the aggregate principal anount of bond anticipation notes of
the city acquired by the corporation, whether or not then held by the
corporation (except bond anticipation notes of the city acquired by the
corporation in consideration of the surrender by the corporation to the
city of bond anticipation notes of the city), and any notes or bonds
i ssued for a purpose set forth in subparagraph (b), (c) or (d) of
section three thousand thirty-seven, in subdivision two-a of section
three thousand thirty-three, or subparagraph ei ghteen of section three
t housand ten of this article, and | ess any notes or bonds of the
corporation issued for the purpose of naking deposits into any of its
capital reserve funds, (ii) any short-termobligations of the city then
hel d by the corporation other than bond anticipation notes and (iii) any
short-term obligations of the city issued and payable within the sane

fiscal year) to exceed four billion five hundred mllion dollars plus,
in the discretion of the board of directors, an additional anmount not
exceeding five hundred mllion dollars plus, in the discretion of the

board of directors, until June thirtieth, nineteen hundred seventy-siXx,
a further additional anmount not exceeding two hundred mllion dollars.



c. Notwi thstanding any other provision of this act, the corporation
shall not have the authority to nodify or waive the limtations on the
aggregat e anount of outstanding short-termobligations of the city
permtted to be outstanding in excess of the limts specified in
par agraphs (a) and (b) of this subdivision.

d. Not less than twenty days prior to the issuance of any short-term
obligations by the city, other than such obligations to be issued to the
corporation, on or after July first, nineteen hundred seventy-five, the
city conptroller shall deliver to the corporation a notice of intent to
i ssue such obligations, specifying the anount and proposed terns thereof
and the authority under which such obligations are proposed to be
i ssued, together with a certificate of the city budget director
speci fying the purpose and the proposed source of funds for the
redenption thereof. The city conptroller and the city budget director
shal | provide such additional information and shall be avail able for
consultation as the corporation may request. If, within ten days after
the receipt of such a notice fromthe city, the corporation detern nes
after consultation with the city conptroller and the city budget
director, that the issuance of such obligations would violate the
limtation of this subdivision, the corporation shall deliver to the
city conptroller a certified copy of such determi nation within such
10-day period and the city conptroller shall not thereafter issue such
obl i gati ons.

* NB The corporation shall continue for a termending the |ater of
July 1, 2008 or one year after its liabilities have been fully paid and
di scharged per § 3033 sub 1.



