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A. 6854
By: Farrell  
 TITLE:
An act to amend the New York state financial emergency act for the city of New York, in relation to providing for a revenue stabilization fund and the termination of such act 


This legislation would amend the State Financial Emergency Act to allow New York City to amend the Charter to create, as a separate unit of appropriation in the City’s expense budget, a Revenue Stabilization Fund, commonly referred to as a Rainy Day fund. The City Council, together with the Mayor, would be able to create such fund at the time of adoption of a budget or its modification and fund it as it would any other unit of appropriation.  

 
BACKGROUND

Following New York City’s fiscal crisis in 1975, the State passed the Financial Emergency Act of 1975 (the “FEA”) to enforce fiscal discipline on the City. One key provision in the FEA is that the City both adopt and end the year with a balanced budget according to generally accepted accounting principles (“GAAP”).
 Under GAAP, the City is required to match expenses with revenues in order to ensure that the City does not incur a deficit resulting in another fiscal crisis. Due to the provisions in State law – mandating a year-end balanced budget- the City cannot create a true Rainy Day fund without State authorization because such fund would require carrying forward funds from one fiscal year to the next.  

Notwithstanding the provisions of the FEA, the City has created legal mechanisms to roll forward surplus revenues. Examples include prepaying certain debt service and using various off-the-balance sheet techniques.  

PROPOSED LEGISLATION
Specifically, Section 1 of this legislation amends the State Financial Emergency Act to allow the City to establish as a separate unit of appropriation in the expense budget, a Rainy Day Fund (the “Fund”). Payments into the Fund can be made at either time of adoption of a budget or its modification. In addition, Fund appropriations would be the same for funding any other unit of appropriation on the expense side of the budget but would not be deemed an expense forcing the budget out-of-balance. 

Section 2 amends the terminating clause of the FEA to ensure that the provisions relating to the establishment of the Rainy Day fund are still in full force and effect upon termination of the FEA (July 1, 2008).
FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.
EFFECTIVE DATE:

This legislation would take effect immediately.

� See Chapter 868 of the Laws of 1975
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