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Question 3: Ethics Code for City Administrative Judges

These changes to the City Charter, as proposed by the New York City Charter Revision
Commission, would require the Mayor and the Chief Administrative Law Judge of the
Office of Administrative Trials and Hearings to jointly issue rules establishing a code
or codes of professional conduct for the administrative law judges and hearing
officers in the City’s administrative tribunals. Shall the proposed changes be
adopted?

Question 4: Balanced Budget and Other City Fiscal Requirements

These changes to the City Charter, as proposed by the New York City Charter Revision
Commission, would establish as Charter requirements the following fiscal mandates
that, in general, now apply to the City through a State law enacted in response to the
City’s 1975 fiscal crisis. The changes would add these mandates to the City Charter
so that they would continue to apply after the State law expires. The changes would:

e Require that the City annually prepare a budget balanced in accordance with
generally accepted accounting principles (GAAP), and end each year not
showing a deficit in accordance with those principles;

e Require that the Mayor annually prepare a four-year City financial plan, to be
based on reasonable assumptions and modified on at least a quarterly basis,
and that the plan provide for payment of the City’s debts and a general reserve
of at least $100 million to cover shortfalls;

e Impose additional conditions on the Charter’s current restrictions on short-term
debt (which may be issued by the City to fund a projected deficit or in
anticipation of the receipt of funds from taxes, revenues, and bonds). These
conditions generally limit the duration and amount of the short-term debt; and

e Impose additional conditions on the annual audit of the City’s accounts that is
currently required by the Charter. These conditions relate to application of
generally accepted auditing standards and access by auditors to records so that



the audit may be issued within four months after the close of the City fiscal
year.

Shall the proposed changes be adopted?
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Question 3: Ethics Code for City Administrative Judges

At the present time, the Administrative Law Judges (ALJs) and Hearing Officers who
preside over matters in the City’s administrative tribunals are generally not subject to
a uniform code of professional conduct that applies to their adjudicatory duties.
They are subject only to the City’s general Conflicts of Interest Law. These tribunals,
such as the Environmental Control Board and the Taxi and Limousine Commission’s
tribunal, while not courts, have the power to adjudicate violations of the City’s laws
and regulations.

These proposed changes to the City Charter require the Mayor and the Chief ALJ of
the Office of Administrative Trials and Hearings (which is a City agency with authority
to conduct administrative hearings on behalf of other City agencies) to jointly issue
rules establishing one or more code or codes of professional conduct for the City’s
ALJs and Hearing Officers. The Mayor and Chief ALJ also may amend the rules as
appropriate. The proposal requires the Mayor and Chief ALJ to consult with the City’s
Conflicts of Interest Board, the Commissioner of Investigation and all affected agency
and tribunal heads before promulgating the new rules or amending them. ALJs and
Hearing Officers would be subject to disciplinary action for violating the new rules.

Question 4: Balanced Budget and Other City Fiscal Requirements

Currently, a New York State law (called the New York State Financial Emergency Act
for the City of New York), which was enacted in response to the City’s 1975 fiscal
crisis, generally regulates certain aspects of the City’s finances. Parts of that State
law will expire on July 1, 2008, while the remaining parts will expire at a later date,
if certain City debt has been paid or discharged. These proposed Charter changes
would be subject to that State law while it remains in effect. The changes would
generally establish in the City Charter, and therefore codify as City law, without an
expiration date, the following elements of that State law:

Balanced Budget/No Deficit — The proposed changes, which are generally derived
from the State law on the City’s finances, require that the City prepare, each year, a
budget balanced in accordance with generally accepted accounting principles (GAAP),
and end each fiscal year without a deficit, also consistent with those principles. The
Charter currently requires that real property tax rates must be fixed annually so as to
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produce a City budget that is balanced in accordance with generally accepted
accounting principles, but contains no similar requirements concerning how the City
must end the fiscal year. The current State law imposes stringent controls in the
event that the City ends its fiscal year with a deficit of more than $100 million. The
proposed Charter change requires that the City end its fiscal year without any deficit,
and does not impose similar controls, but instead requires the Mayor to take all
actions necessary, in accordance with law, to ensure that the City does not end its
fiscal year with any deficit.

Financial Plan — The proposed changes, which are generally derived from the State
law on the City’s finances, require that the Mayor, each year, develop a four-year
financial plan for the City, that complies with general standards that include: (i) the
City expense budget must be balanced, in accordance with generally accepted
accounting principles; (ii) the City may not issue debt that would be inconsistent with
its financial plan; (iii) the City must provide for the payment of its debts and for
adequate funding of State or federally required programs; (iv) projections of
revenues, expenditures and cash flow must be based on reasonable assumptions; (v) a
general reserve of at least $100 million must be provided for each fiscal year to cover
shortfalls in projected revenues or increases in projected expenditures; and (vi) if the
City ends a fiscal year with a deficit, the City must pay down that deficit in the next
fiscal year.

The proposed changes require that the City’s four-year financial plan be modified on
at least a quarterly basis. The proposed changes differ from the State law on the
City’s finances by expressly tying the timing of the quarterly financial plan
modifications to significant steps in the budget process already set forth in the City
Charter. The adopted budget also must be consistent with the standards applicable
to the financial plan. Changes in generally accepted accounting principles or in their
application to the City could be phased in if the Mayor determines that their
immediate application would result in a substantial adverse impact upon the delivery
of essential services (under the State law, a State board, not the Mayor, currently
makes this determination).

Short-Term Debt — The proposed changes, which are generally derived from the
State law on the City’s finances, expand upon the Charter’s current restrictions on
the issuance of short-term debt by the City. The City may issue short-term debt to
fund a projected deficit or in anticipation of its receipt of funds from taxes,
revenues, and bonds. The proposed changes would limit the amount of short-term
debt that the City could issue in several ways, including limiting the amount of short-
term debt issued in anticipation of taxes and revenues to ninety percent of,
respectively, the real estate taxes and revenues available to repay that debt and
limiting the amount of short-term debt issued in anticipation of bond proceeds to fifty
percent of the amount of bonds issued in the previous twelve months.

The proposed changes would limit the duration of the short-term debt in various
ways, including requiring that short-term debt issued in anticipation of taxes and
revenues mature by the end of the fiscal year in which it was issued and short-term
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debt issued in anticipation of bond proceeds mature within six months of its issuance.
However, debt issued in anticipation of revenues may be renewed for a limited
period, provided the Mayor certifies that the revenue against which the debt was
issued has been properly reflected in the financial plan (under the State law, a State
board, not the Mayor, currently makes this certification); debt issued in anticipation
of bond proceeds may be renewed for a period of up to six months. The proposed
changes also provide that bond proceeds must be held in trust to repay certain
outstanding obligations and restrict the City’s issuance of budget notes used to fund
projected expense budget deficits.

Annual Audit — The Charter currently requires that an annual audit be made of the
City’s accounts. The proposed changes, which are generally derived from the State
law on the City’s finances, would state conditions for that audit, including
requirements that the audit be performed in accordance with generally accepted
auditing standards and that the City make available to the auditors City books,
records, and other materials, as well as City officers and employees, to permit the
auditors to complete the audit and issue their report within four months of the end of
the City’s fiscal year.



