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	The Council of the City of New York

Finance Division

Preston Niblack, Director

Fiscal Impact Statement
Preconsidered SLR:  S. 4940 (Kruger), A. 8614 (Farrell)
Committee:
State and Federal Legislation


	Title:  AN ACT to amend the public authorities law, in relation to bonds issued by the New York City transitional finance authority
	Sponsors:    Council Member Baez
 


	Summary of Legislation:   This act amends the Public Authorities Law in order to permit further issuance of Transitional Finance Authority (TFA) debt for general capital purposes. TFA debt is more highly rated than the City’s general obligation debt
, making it a cost effective means of diversifying the City’s financing program.
The act concerns TFA Future Tax Secured Bond debt, the only TFA debt which can be put to general capital purposes. The amendments alter the TFA’s $13.5 billion statutory debt limit on Future Tax Secured Bond debt from a limit on issuance to a limit on debt outstanding. More importantly, it authorizes debt issuance in excess of this statutory limit so long as this excess debt is considered against the City’s general debt limit. TFA has not been able to issue debt to finance City general capital projects since meeting this statutory debt limit in Fiscal 2007. Permitting the City to issue TFA debt for general capital purposes once more would diversify the City’s means of financing the general capital program. Because TFA Future Tax Secured debt is more highly rated than City general obligation debt, it realizes lower interest rates, and therefore provides savings in debt service. The City would like to finance half of its capital program using TFA Future Tax Secured Bonds, and the other half with general obligation debt.
The act continues to exempt TFA Recovery Bonds and TFA Building Aid Revenue Bonds from its Future Tax Secured Bond debt limit. These bonds are restricted to certain projects, and they have other, separate limits. 

The act also amends the Public Authorities Law such that it continues to permit the quantity of variable rate TFA Future Tax Secured Bonds to be up to 20 percent of their statutory debt limit, with provisions for customary exclusions.

	Effective Date:    This legislation would take effect immediately upon enactment.

	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2010

	Fiscal Impact Statement:
Effective FY10
FY Succeeding

Effective FY11
Full Fiscal

Impact FY10

Revenues (+)

$0

$0

$0

Expenditures (-)

($13,000,000)*
($25,000,000)
($13,000,000)
Net

($13,000,000)
($25,000,000)
($13,000,000)


	Impact on Revenues:  There will be no impact on revenues resulting from the enactment of this legislation.


	Impact on Expenditures:   As a result of the enactment of this legislation, debt service expenditures will be reduced by $13,000,000 in Fiscal 2010.


	Source of Funds To Cover Estimated Costs:
  N/A


	Source of Information:
 New York City Council Finance Division

                                                     New York City Office of Management and Budget  

	Estimate Prepared By:         Zaid Sadoun, Legislative Analyst
                                                     Raymond Majewski, Deputy Director/Chief Economist
                                                     City Council Finance Division   

                                               

	FIS History:                             This is a new bill. 



	Date Submitted to Council:    June 15, 2009


� Moody’s rates Senior Lien and Subordinate Lien Future TFA Tax Secured Bonds Aa1 and Aa2, respectively. Standard & Poor’s and Fitch Ratings rate both types as AAA and AA+, respectively. Moody’s, Standard & Poor’s and Fitch Ratings rate New York City general obligation bonds at Aa3, AA and AA-, respectively.





