7/26/78

DRAFT SCHEDULE

Implementation of the New York
City Four Year Plan: Borrowings by the

City and the Municipal Assistance Corporation

Week of July 24, 19738

July 27 (Thursday)

July 28 (Friday)

Week of July 31, 1978

Agreement in principle on financing plan.

Designate MAC and its counsel as drafters
of IFinancing Agreement.

Designate Treasury as drafters of Federal
Guarantee Agreement.

Designate Corporation Counsel as drafters
of City bond.

Senate passage of Federal Guarantee Act.

Continue discussion of terms and conditions
of T'inancing Agreement.

Meeting of Police Pension Fund.

Distribution of draft Financing Agreement.

President signs guarantee legislation.

Draft of Federal Guarantee Agreement distri-
buted and discussed with representatives
of City and State Pension Funds.

Draft of City bond distributed and
discussed.

Continue discussions of Financing Agreement.
2d Draft of Financing Agreement distributed.

2d Draft of Federal Guarantee Agreement
distributed.

Discussions with legislative staff re:
amendments to State legislation.

Discussion with State Attorney General
regarding opinion.



Week of August 7

August 8 (Tuesday)

Week of August 14

Agreement on Financing Agreement,
Guarantee Agreement and City bond.

State legislature back in session.

Agreement on and passage of amendments
to State legislation.

Agreement on form of pension legislation
and discussions with congressional staff.

Purchases of City bonds by the Pension
Funds under the Amended and Restated
Agreement.

MAC Board meeting authorizing execution of
Financing Agreement, public and private
sale of bonds, preparation and distribution
of preliminary official statement by MAC.

Passage of Federal pension legislation and
signature of President.

Begin board meetings of Financial institutions
to approve execution of Financing Agreement.

Begin meetings of Trustees of City and State
Pension Funds to approve execution of
Financing Agreement.

Designation of underwriters by MAC.

Draft of MAC official statement and series
resolutions distributed.

Draft of City official statement distributed.

Preparation of documents for establishing
and funding guarantee fund.

EFCB approval of issuance of City obligations
and related City actions.

Brief rating agencies on Four Year Financial
Plan.



Week of August 21

Congress recesses,

Written requests by Governor and Mayor for
Federal Guarantee.

Continue preparation of City and MAC
official statements.

Continue official approval by parties
to IMinancing Agreement.

Week of August 28

Begin preparation and circulation of
closing documents.

Completion of preparation of preliminary
official statement of MAC and City.

Week of September 4
(Sept. 4 1s Labor Day)

September 5 (Tuesday) Distribution of preliminary official state-
ments by MAC for public and private sale.

Secretary determines conditions for Federal
Guarantees are met,

September 7 (Thursday) MAC Board meeting to authorize final official
statement and series resolution and to
receive and consider underwriters' bid.

Execution of Financing Agreement.

Execution of Federal Guarantee Agreement.

Sale of MAC Bonds (subject to closings on
remainder of package).

Week of September 11

Preclosing preparations.

Week of September 18

September 19 (Tuesday) Closing

1. Public sale of MAC bonds.
2. First takedown on private sale
of MAC bonds.
3. Delivery of Guaranteed City bonds.



Date :

To

From:

Re

Municipal Assistance Corporation
For The City of New York

MEMORANDUM

17 July 1978
Working Group
Eugene J. Keilin

Four~Year Financial Plan

Attached are three sets of schedules detailing the following:

1. Sources and schedule of investments during the four-
year financial plan;

2. The City's most recent forecast of monthly cash flow
tor fiscal year 1979 combined with a proposed schedule
of short and long-term investments;

3. A set of tables showing the proposed schedule of serial
maturities or sinking fund payments for MAC bonds pri-
vately placed in each of the four years of the Finan-
cial Plan.

Each of the schedules showing private placement maturities
reflects the total placement for that vear. The actual
placement will be made in two or more installments each
year; the structure of maturities or sinking fund payments
for each installment may not be the same as the overall
structure for the year's placements. Further, we assume
each group of participants will take some proportion of each
sale, although the allocation of maturities and the timing
of takedowns among individual participants within the group
is not fixed.

Note that the final maturities of each year's issuances are
21 years from the July 1 of the fiscal year of issuance.

The average life of each year's issuance is 15.65 vyears for
bonds issued during fiscal year 1979; 14.66 for bonds issued
in 1980; 13.01 in 1981; and 13.48 in 1982,

Reviged
7/18/78



SCHEDULE I

MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG TERM FINANCING PLAN

AMOUNT

{($ Millions) SOURCES OF FUNDS SECURITY
750 Pension Funds Guaranteed
1,800 Financial Institutions
& City Pension Funds MAC
1,000 Public Offerings MAC
_950 Public Offerings City Bonds*
4,500
SCHEDULE OF LONG-TERM INVESTMENTS
{($ Millions}
SOURCE OF FUNDS 1979 1980 1581 1982 TOTAL
Private Sale:
Guaranteed Bonds 500 250 ~0- -0~ 750

Private Sale:

MAC Bonds

City Pension Funds

Commercial Banks

Other Financial 507 431 431 431 1,800
Institutions
Public Sale:
MAC Bonds 375 425 200 1,000
City Bonds ~0- 100 3a5*% 525% 950*
1,382 1,206 956 956 4,500

NOTE:

* Back-up:

Public sales of MAC Bonds and private placement of
$950 million of Guaranteed Bonds to Pension Funds will
serve as back-up to the proposed public sale of City

Bonds.

Revised Draft

07/17/78



July
Aungust
September
October
November
December
January
February
March
April
May

June

NQTES:

1/ $997 million open
provision for the De

Cumulative
Monthly

Balance be-
fore Finan-

OHS@W\

254
6)
436}
281)
872)
1,349)
1,111)
1,561)
1,872)
1,610)
1,849)
1,078)

e T i T i T W e Mo T Wi

pension funds.

2/ $100 million retained by
3/ $50 millien retained by MAC for

SCEEDULE II

MUNICIPAL ASSISTANCE CORPORATION

Fi

scal Year 1979

Proposed Financings

(

In $ Millions)

Federally Monthly
Guaranteed MAC City Notes State Cumulative Clcsing
City Public Private Public Private Advance mwsmnnusmW\ Bazlance
294
125 1252/ 250 4004/ 394
225 625 189
225 8§50 559
1006 . 225 1,175 303
125 1253/ 257 100 1,732/ 383
100 1,832 721
1,832 271
150 125 2,107 235
(100) 100 2,107 497
o 2,107 258
100 - L (200) {(675) o 1,332 254
Peak
500 375 507 300 675 100

ing balance with $330 m
bt Service Fund and

975

illion of prepaid real estate
the purchase of City bonds by

MAC for funding of reserve funds.

4/ Net of moneys retained by MAC.

rRavised Draft

07/17/78

funding of reserve funds.

taxes with -
the remaining



**********************HUNICIPAL ASSISTANCE CORF
KKK AOK K AOK KKK KK K KK K K

MERGED SERIES;+7914792

FIlscaL
YEAR

6730778
6730779
wprt 6730/ 80

6/30/781
6/30/82
6/30/83
6/30/84
6730785

6/30/86
6730787
&6/30/88
b6/30/89
6/30/90

&/30/91
/30792
H6/30/93
b/30/94
6/30/95

LH/30/94
6/30/97
6/30/98
6/30/99
6730700

TOTAL

AVERAGE

1978/07/718 12154147

FRINCIFAL

4
GO
0

G
0
0
1196255000
12+425,000

13y 30Sy 000
14290000
1S5y38%,000
L&y 6O5 9 OO0
1799655000

19294450060
215090000
2298455000
3792405000
A1 5100000

445309000
4892355000
G2 2559000
by &10y Q00
Gy 330,000

139245, 620

SCHEDULE III-A

FISCAL YEAR 1979 ISSUANCES

FAYMENT SCHEIUILE

INTEREST
0
39,871 +650

A9y 871 y6%0
I9vB714650
398719650
3Py 493837
28,696,681

F75811r462
36y Q27,975
337335025
34512644
331505600

316539400
302031200
28y273,800
25y8425400
229y 680,y800

199255 600
152545000
1195255400
721709800
2y 453,200

TOTAL

4]
13y 245,623
3298719450

39287144650
39y871,450
39¢8712650
Slel1B8,837
Sie121+6081

GlyllbydaR
Glv117y975
i1y 118,005
Sle117v644
511154600

10118,400
Gly121,200
S1y118,800
6327829400
63y 780800

A3y 7854 4600
43y 780000
4327809400
63y780,800
632783200

e e rary R Ve bere e pa -_._............H............-.-.-m....-..._....».m...n...—-.»......-—..—-....mm.__—..........-...

S507+000,000

623,390,248

1y130,390s248

LIFE IS 15.6% YEARS FROM JULY 1 1978

Second Revigion

7/18/78

(REMAINING FRINCIFAL IN $ THOUSANDS )

URQTIUN*********************
FHOKOK KK KKK KK K KK K 3 ok ok oK 5K

REMATINING
FRINCIFAL

B079000
G07y000
907000

907000
079000
H075000
9075000
495+ 375

482,950
4459y 545
455y 355
43P+ 970
4235y 3465

405400
385,935
3445845
342,000
304,060

25299460
2185430
170,195
117,940

419330
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" SCHEDULE III-B

FISCAL YEAR 1980 ISSUANCES

KACKARKAAAKKAOOOK KKK KK KRMUNICIFAL ASSISTANCE CORFORAT T ONK KKK A KKK KKK KK KK KKK
3O HCK XK OKOK 0K 30K 3K HOKOK K K K FAYMENT SCHEDULE HOKRACKOK KKK XK 3K oK 3K ok 30K K K kK

MERGED' SERJESH4+8014+802

FIS0AL REMAINING
YEAR FRINCIFAL INTEREST TOTAL FRINCIFAL
A/A0/T79 O 0 0 4315000
&4/30/80 0 Br454+447 Br454,447 431,000
6730781 0 338174787 33,817,787 431,000
&/730/82 S 280y000 J3rvéA464187 38y 9264167 431,000
&4&/30/83 Hed0, 000 33,291 4462 38,711,462 4259720
6/30/84 92560000 J2rP144137 38y474,137 4209300
6730785 11+995,000 32v308,325 445303, 325 414,740
6/30/86 125655000 31rAG1r162 44y0186y162 4029745
6/30/787 13y 17%9000 F0y52L 700 AZy 6969700 320»180
6/30/788 13,855,000 S995138,012 A43:368+012 377005
6/730/89 1445905000 2ByA25,075 43,015,075 3639150
6H/30/790 1593904000 27128579956 42y 6479956 348,560
6730791 16924659000 262 003,000 A2y 24685000 333,170
6730792 1752105000 2456645000 A1y 8745000 3146905
6730793 18,230,000 23v2446+400 A41+A4765400 2999695
6730794 2745705000 2124149400 48y 284,400 2815465
6730795 29,425,000 19913455600 4825599600 253,895
6730794 31 425,000 1670054600 48y 1255600 2245470
6730797 339580000 145100400 4716809 400 19235045
6/30/98  35¢9105000 11,320,800 47y230,800 1599465
6730799 FByA15y 000 8:347,800 4697624800 123,555
G/30/700  41511%5,000 . Nr1669600 446528194600 85r140
6730701 444025,000 12,761,000 A5y 786 000 445025
TOTAL 431,000,000 493,461,053 P245461,053
AVERAGE LIFE IS 14.66 YEARS FROM JULY 1 1979
1978707718 121546144 (REMAINING FRINCIFAL IN $ THOUSANDS)

" Second Revision

7/18/78



SCHEDULE I1I-C

FISCAL YEAR 1981 ISSUANCES

KK ORI ACIORRCRACIOIOKIOKKKMUNTC TRAL. ASSISTANCE CORFORAT TONORRKOKKKAOKIORKK KKk ok

KK KKK KKK Ok R KK KK Kok KOk FAYMENT SCHEDULE

MERGED SERIES:+811+812

FIGCAL
YEAR FRINCIPAL INTEREST TOTAL.
&/30/80 0 4) Q
&H/30/81 0 By418y 742 B8r418,762
&6/30/82 0 IXy 675050 IZ v 675050
6/30/783 14,480,000 Xy 204450 A7+ 46845450
H/30/784 1498655000 3292329156 47y 097y 1564
4730785 159245000 F1ly3194,887 46,441,887
/30784 158105000 F0r 02099212 A5¢200, 912
&H/30/787 162210000 28y911 4406 451219406
H/30/788 162610000 D7 HG61 9487 44,271 y487
&/30/789  17,0005000 Dby 33955 S 4343399556
CH/FO/90 17400000 249965075 4293652075
&/30/7901 - 178005000 23558, 056 413585056
H/30/92 18y 2105000 222118000 40328y 000
H/30/93 18615000 209645000 392460000
H/30/94  2FyR60y000 18+942,000 A2 2025000
4/30/95 2497805000 16¢992¢400 419772+400
6/30/986 259 4HA% 000 14975y 400 40y 46205400
G/30/97 265405000 122888000 39¢428y000
&/30/,98 27490000 102726800 38s216+800
&/30/99 28,470,000 B 488400 J4699582400
H/730700 295510, 000 6v14699200 I5v&79 200
&/30701  F0yH10+000 Iy 74H4v400 34y3745400
4730702 317505000 12704000 32390205000
TOTAL 431,000,000 437 +233+400

HE6By 233,400

AVERAGE LIFE I8 13.01 YEARS FROM JULY 1 1980

1978707718 12158140 (REMAINING FRINCIPAL IN $ THOUSANDS)

' Second Revision

7/18/78

R OK KK K OR30OK KoK KKK K K K K

REMAINING
FRINCIFAL

431,000

431,000
431000
431,000
416520
401y 8655

3862410
370+ 600
354+ 390
337,780
320,780

303,380
285,580
2672370
248,755
2249795

2005015
174370
147830
1209340

PLyBH70

629360
31750



SCHEDUI.L III-D -

FISCAL YEAR 1982 ISSUANCES
K HOKHOOKAOIOKKOIOKOKRKICKKCRMUNTC IFAL ASSTISTANCE CORFORAT I ONKKAOKK A KK KKK K K oK K ¥ Kok ¥k K
KKK R ACK AOKOKOK KKK K KKK R K K FAYMENT SCHEDULE AOKOK KK KK KK Ok 0Kk 3K K KKK %

ﬁERGED SERIES?+8214+822

FISCAL

REMAINING
YEAR FRINCIFAL INTEREST TOTAL FRINCIFAL
46730781 0 ' 0 0 431,000
4730782 0 Ay 3575228 Ay 357228 431,000
6/30/83 0 339 4629+,387 33,429,387 431,000
b/ 30/84 Br260,000 33,338,187 42,298,187 431,000
&/30/85 Fr 200,000 3297364487 419362487 422,040
6/30/84 Py 435000 3290959742 41+5309 762 412,840
6H/30/87 155615000 12219806 A446y8369806 403,405
&73G/88  14y3455,000 J05089y 3046 A6r434, 306 387,790
6730789 1741205000 28,863,312 40983y 312 3719445
6730790 17992405000 27r536,856 T4y AT H8BGS 354,325
H/F30/71L 18,810,000 2691155712 449259712 336385
&L/30792 19725000 242605900 443302900 317575
H/3G/9F 2097005000 23,000,000 43, 700+000 297,850
4/30/94  21y740,000 21 ¢302,400 4350425400 277150
6730793 229840000 192+519+200 42y 359200 255,410
6730796 2490202000 17+644,800 4116645800 2322570
6/30/97 2592804000 15y 672800 40252800 208550
&/30/98 2656102000 13597200 40207200 183,270
&6/30/99  2B,0A5,000 11y411 000 399456000 1569640
4730700 29,575,000 ?Pr1062200 386819200 128,613
6/30/01 312215000 626742600 37889600 ?9+040
6730702 3299755000 4y1079000 37082000 A7y 825
4/30/03 34,850,000 1+394,5,000 3692445000 34,850

Shen Tad rede L4 mene biat meed Toeb nea beae swed obt buad bhud oy bpes berp Aie gae TEU Saed AIM rM Free Sevs L SR SN USRS SAr MAs Sbre SPe 1ERR BERR B Frem B Ti Frm R

TOTAL 431,000,000 44890199147

879,019,147

AVERAGE LIFE I8 13,48 YEARS FROM JULY 1 1981

1978/07/718 13101129 (REMAINING PRINCIPAL IN $ THOUSANDS)

Second Revision
. 7/18/78
L _




SUMMARY OF PRIVATE PLACEMENT DURING FOUR-YEAR PLAN

SCHEDULL III-E

KA KRR AAKKK K KKK AKRKMUNICIFAL. ASSISTANCE CORPORAT TONKRKAOK K K KKK KK K 4K K KK K K
FAYMENT SCHEUULE

KKK KK KK K K KK K K K KK KK K K

MERGEI! SERIESF479147924680148024811481248214822

FI8CAL
YEAR

6730778
H/30/79
6/30/80

6/730/81
6/30/782
&/30/83
6/30/784
6/30/8%5

H/730/84
/30787
/30788
&/30789
6/30/90

b6/30/91
H/A0/92
&6/30/23
b/30/94
6/30/93

b/ 30/%4
O &/30/97
&H/30/98
H6/30/99
&/30/700

6730701
&/730/02
6/30/03

FRINCIPAL

Se280y000
192+200,000
415010000
48y B8B4G, 000

Bl 119,000
59290000
Ay 195000
&5y 315,000
H8r 495000

729y 340,000
769 235,000
HBO»3920.000
111y 210000
118+14%5,000

12526205000
133,435,000
142245000
151 ¢ 5405000
16135305000

105,850,000

&y 725,000
34,850,000

INTEREST

0
13,245,423
A8y 3269097

B2ey108,200
1115509116
13999975150
1379978319
134y9383,381

1319449500
127 +482,887
122996831
118, 140y587
112,910,487

107+ 330,149
1014194100
Do 1A6S5y 200
87,501,200
783272000

HByG746y400
582046200
472170200
35¢4185000
22,895,200

122200000
Se377+000
1y394,000

TOTAL

O
13¢245,623
48y 3269097

8241085200
116830116
1598979150
178,988,319
183,803,381

182,564,500
1867724887
185,191,831
183,455,587
181,605,487

179¢670y 149
177¢v6545100
1759555 200
198,711 200
194+4724000

12441946, 400
191,841y 200
189435y 200
184y258y 000
184,425y 200

118,050,000
701025000
3692445000

Bt don one bben e Mege fees SEm Rate Sort e S1M S5 G4 Bhts Bokt bhobu bhes biep base hans heat RAFE Sies fre TR SR S F P Biob At deds bene Bs bebe Keas rers Seep amtp oe Trm

TOTAL 1:800+000,000 2,002,103,848

3y802,103,848

2. AVERAGE LIFE IS 13.70 YEARS FROM JULY 1 1980

¥
e
$1‘

;ﬁ{ 1978707718 13104103

Bk T
Hﬁ-{‘”Second Revision

7/18/78

(REMAINING FRINCIPAL IN $ THOUSANDS)

KKK KK K KKK K K K KoK KK K

REMAINING
FRINCIPAL

1,800,000
19,800,000
1vy800y00Q0

1,800,000
1,800,000
1y 7944720
1¢774,y820
17334810

1r684+945
16334830
12574540
1,512,345
1,447,030

1y 3789335
Ly305,995
142299760
1+149y370
1,038y1460

PR0.015
794+ 395
6602740
718,495
366y P55

205425
OBy 575
34850



SCHEDULE I

MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG TERM FINANCING PLAN

AMOUNT
(S Millions) SOURCES OF FUNDS SECURITY
- 750 ©  Pension Funds f Guaranteed
1,800 - Financial Institutions '
& City Pension Funds MAC
1,000 Public Offerings MAC
_950 Public Offerings City Bonds*
4,500
SCHEDULE OF LONG~TERM INVESTMENTS
($ Millions) s
SOURCE OF FUNDS 1979 1980 1981 1982 TOTAL

Private Sale:

Guaranteed Bonds 500 250 Q= -0 750

Private Sale:

MAC Bonds

City Pension Funds 0% 33 Y o 3oy

Commercial Banksg '

Other Financial 507 431 431 431 1,800
Institutions

Public gale:

MAC Bonds 375 425 200 1,000
City Bonds -0~ 100 325+* 525% 950*
1,382 1,206 - 956 956 4,500
NOTE %’
NOIE: o ¥ ]

* Back-up: Public sales of MAC Bonds and private placement of
$950 million of Guaranteed Bonds to Pension Funds will

Serve as back-up to the Proposed public sale of City
Bonds. )

Reviged Draft

07/17/78 300 — | tE —20%
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SCHEDULE IT

MUNICIPAL ASSISTANCE CORPORATION

Fiscal Year 1979
Proposed Financings
{(In $§ Millions)

Cumulative

Monthiy

Balance be- Federally Monthly

fore_Finan- Guaranteed MAC City Notes State Cumulative Closing

ouﬁ@W\ City Public Private ©Public Private Advance mw&mﬂowsam\ Balance
July 294 . 294
Aucust ( 6) 125 1252/ 239 4004/ 394
September ( 436) 225 625 189
Cctober ( 291) 225 850 559
November { 872) 100 225 1,175 303
December ( 1,349) 125 1253/ 257 100 1,732%/ 383
January ( 1,111) 100 1,832 721
February { 1,561) 1,832 271
March ( 1,872) 150 125 2,107 235
April ( 1,610) (100} 100 2,107 497
May ( 1,849) 2,107 258
June ( 1,078) 100 {200) (675) 1,332 254

T Peak T
500 375 507 300 675 100
975

NOTES:
1/ $997 million opening balance with $330 million of prepaid real estate taxes with

provision for the Debt Service Fund and
pension funds.

the purchase of City bonds by the remaining

2/ $100 million retained by MAC for funding of reserve funds.
3/ $50 million retained by MAC for funding of reserve funds.
4/ Net of moneys retained by MacC.

Revised Draft
07/17/78
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Schedule 1
Purchasers and Commitments

References to a particular fiscal year (“FY"”) are to the twelve-month
period ending on June 30 of such year.

Commitments
L (U thousands}
Purchasers FY 1979 FY 1980 FY 1981 FY 1982 Total
[. Commercial Banks:
Bankers Trust Company $ 5220 % 19,395 0§ 19,400 %
280 Park Avenue

10,045 5 54,060
New York, N. Y. 10017
Attention: Kim Engelbert
Vice President _
The Bank of New York 2,250 8,365 8,365
48 Wall Street
New York, New York 10015
Attention: Landon Peters
Fxecutive Vice President
and Treasurcr

4,330 23,310 -

The Chase Manhattan Bank, N.A. 10,145 37,670 37,675
1 Chase Manhattan Plaza
New York, New York 10005
Attention: Palmer Turnheim
Senior Vice President
Chemical Bank 8,120 30,160 30,165
20 Pine Strect
New York, New York 10005
Attention: Herman R.
Charbonneau

19,510 165,000

15,620 84,065

Citibank, N.A. 11,985 44,510 44,520
399 Park Avenue
New York, New York 10043
Atlention: William F. Dore, AV.P.
Investment Portfolio
6th Floor -
Irving Trust Company 2,410 8,945 8,950 4,635 24,940
Onc Wall Street
New York, New York 10015
Attention: John R. Windcler
Senior Vice President

23,050 . 125,065

Manufacturers Hanover Trust 7,415 - 27,535 27,540
Company
44 Wall Street
New York, New York 10015
Attention: Russell K. Pope
Vice President
9th Floor

14,260 76,750



Purchasers

Marine Midand Bank
140 Broadway
New York, New York 10015
. 16th Floor
*f Money Management Division
& Atteation: Richard C. Keller,
Scnior Vice President

caie %

N Morgan Guaranty Trust Company

3 of New York

23 Wall Strect

New York, New York 10015

Attention: Amos T. Beason
Senior Vice President

National Bank of North America
44 Wall Street
New York, N. Y. 10015
Attention: Gerard Dougherty
Vice President

United States Trust Company of
New York
45 Wall Strect
New York, N. Y. 10005
Attention: Edwin A. Heard
Vice Chairman

Totals for Commercial Banks

2. Savings Banks:

American Savings Bank
335 Broadway
New York, N. Y. 10013
Attention: Douglas B, Stuart
Scnior Vice President

Anchor Savings Bank
1 Dag Hammarskjold Plaza
New York, N. Y. 10017

The Bowery Savings Bank
110 East 42nd Street
New York, N. Y. 10017
Attention: Dolores J. Morrissey
Vice President

51

Attention: Investment Department

Commitments

{in thousands) B .

FY 1979 FY 1980 FY 1981 FY 1982 Total
$ 3,895 $ 14,460 § 14,465 h 7490  $ 40,310
6,715 24,935 24,940 12,915 69,505
1,600 5,940 5,945 3,075 16,560
620 2,310 2,310 1,195 6,435
$ 60,375 $ 224225 $ 224,275 $ 116,125 $ 625,000
$ 1,500 § — b — $ — $ 1,500
1,500 1,500 1,500 1,500 6,000
9,350 9,525 9,525 9,000 37,400
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Con

nmimnitments

{in thousands)

Purchasers TY 1979

The Brooklyn Savings Bank $ 2,125
P.O. Box 23

Brooklyn, N. Y. 11202

Attention: Treasurer’s Department
Frank Tutone
Vice President and
Trecasurer

Central Savings Bank 1,375
2100 Broadway
New York, N. Y. 10023
Attention: George J. Ernis
Vice President and
Treasurer

College Point Savings Bank 125

211-11 Northern Boulevard

Bayside, N. Y. 11361

Attention: Raymond W, Carroll
Chairman and President

The Dime Savings Bank of New York 5,585
589 Sth Avenue :
New York, N. Y. 10017
Attention: Arthur J. Miles
Sr. Exccutive Vice
President

The Dime Savings Bank of 750
Williamsburgh
209 Havemeyer Strect
Brooklyn, N. Y. 11211
Attention: Joscph F. Ujazdowski
President

Dollar Savings Bank of New York 4,440
2530 Grand Concourse
Bronx, N. Y. 10458
Attention: Fredrick J. Parent
Vice President

Dry Dock Savings Bank 3,675
742 Lexington Avenue
New York, New York 10022
Attention: George Klein
Assistant Vice President

The East New York Savings Bank 1,500
41 West 42nd Strect
New York, N. Y, 10007
Attention: Robert G. Brandely
Chairman

$

FY 1980
2,125

1,375

125

3,590

750

4,435

4,600

1,500

$

FY 1981
2,125

1,375

125

5,585

750

4,440

4,600

1,500

$

2,125

1,375

125

5,590

750

4,435

4,125

1,500

5,500

500

22,350

3,000

17,750

17,000

6,000



533

Connnitments
(In thousands)

Purchasers FY 1979 FY 1980

Emigrant Savings Bank b 3,250 % 5,250
5 East 42nd Street
New York, N. Y. 10017
Attention: Investment Department

Empire Savings Bank 1,075 1,075
221 West 57th Street
New York, N. Y. 10019
Attention: Richard A, Zeller
Vice President

Flushing Savings Bank 375 375
114-51 Northern Boulevard .
Flushing, N. Y. 11354
Attention: George C. Byrnes
President

Franklin Savings Bank of New York 2,425 2,425
380 Madison Avenue
New York, N. Y. 10017
Attention; Securities Investment
Department

The Green Point Savings Bank 1,750 1,750
807 Manhattan Avenue
Brooklyn, N. Y. 11222
Attention: John W. Raber
Chairman of the Board

The Greenwich Savings Bank 4,375 3,775
1356 Broadway
New York, N. Y. 10018
Attention: loscph J. Beirne, Jr.
Vice President

Hamburg Savings Bank 250 250
315 Wyckoft Avenue
Brooklyn, N. Y, [ 1227
Attention: Robert F, Pondt

Harlem Savings Bank 1,25¢ 1,250
205 East 42nd Street
New York, N, Y. 10017
Attention: John J. Daley
Senior Vice President

_ Independence Savings Bank 1,185 1,190
130 Court Strect
Brooklyn, N. Y. 11202
Attention: William R. Bauman
Treasurer

$ 3,250

1,075

375

2,425

1,750

3,775

250

1,250

1,185

$ 5,250

1,075

375

2,425

1,750

3,775

250

1,250

1,190

Total

$ 21,000

4,300

9,700

7,000

15,700

1,000

5,000

4,750
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Commilments
(in thousands)

Purchasers Y 1979

The Lincoln Savings Bank $ 3,150
531 Broadway
Brooklyn, N. Y. 11206
Attention: R.J, Wittine
Senior Vice President

Mectropolitan Savings Bank 1,500
189 Montaguc Street
Brooklyn, N, Y. 11201
Attention: Bradley Hemingway
President

The New York Bank for Savings 6,250
1230 Avenuc of the Americas
New York, N. Y. 10020
Attention: Investment Department

Northfield Savings Bank 140
1731 Victory Boulevard
Castlcton Corners, N. Y. 10304
Attention: Paul E. Proske
Chairman and President

North Side Savings Bank 825
185 West 23 Ist Street
Bronx, N. Y. 10463
Attention: Donald Darcy
President

Queens County Savings Bank 500
38-25 Main Street
Flushing, N. Y. 11354
Attention: Arthur Vogt
Scnior Vice President

Richinond County Savings Bank 125
1214 Castleton Avenue
Staten Island, New York 10304
Attention: Arthur T. Lochrer
President

Richmond Hill Suvings Bank 1,000
170 Tulip Avenue
Florat Park, N. Y. 11001
Attention: John A, McAuliffe
Vice President

$

FY 1980
3,150

1,500

6,250

135

825

500

125

1,000

FY 1981

FY 1982

$ 3,150

1,500

6,250

140

825

125

1,000

§

3,150

1,500

7,250

135

825

300

125

1,000

$

"I_‘gtal

12,600

6,000

26,000

3,300

2,000

500

4,000
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Commitments
(in thousands)

FY 1981

ry 1979 FY 1980

TY 1982

Total

Purchasers -

Ridgewood Savings Bank
Myrtle and Forest Avenues
Ridgewood, N. Y. 11227
Attention: Joseph C. Volz

Roosevelt Savings Bank
Administrative Headquarters
1122 Franklin Avenue
Garden City, N, Y, 11530
Attention: Frederick H. Schneider
President

The Scaman’s Bank for Savings
30 Wall Street
New York, N. Y. 10005
Attention: Robert C. Hollenbeck
Vice President
Securitics Investment
Department

Staten Island Savings Bank
81 Water Street
New York, N. Y. 10304
Attention: John L. F. Sipp
Chairman

Union Dime Savings Bank
1065 Avenue of the Amcricas
New York, N. Y. 10018
Attention: Gary B. Klinger
Vice President-Treasurer

United Mutual Savings Bank
1370 Avenue of the Americas
New York, N. Y. 10019
Attention: Edward L. Nelson

Vice President

The Williamsburgh Savings Bank
Onc Hanson Place
Brooklyn, N. Y. 11243
Attention: George W. Clark
Lxecutive Vice President

Totals for Savings Banks

3. Insurance Companies:

Columbian Mutual Life Insurance
Company
One Columbian Mutual Plaza
Binghamton, N. Y. 13902
Attention: Harry T. Gorman
Senior Vice President
and Secretary

$

1,500

900

3,125

500

1,750

625

3,250

$ 1,500

900

3,125

500

2,750

625

3,250

$ 75,000

$ 75,000

$

$

1,500

900

3,125

500

2,750

625

3,250

$ 1,500

900

3,125

500

2,750

625

3,250

75,000

$ 75,000

$ 6,000

3,600

12,500

2,000

10,000

2,500

13,000

$ 300,000

50

50

¥ 200



Purchasers

Companion Life Insurance Company
230 Park Avenue
New York, N. Y. 10017
Attention: Charles T, Locke, Esq.

The Equitable Lifc Assurance Society
of the United States
1285 Avenue of the Americas
New York, N. Y. 10019
Attention: Direct Placement
Department

Home Life Insurance Company
253 Broadway
New York, New York 10007
Attention: Securities Department

Metropolitan Life Insurance Company
One Madison Avenue
New York, N. Y. 10010
Aditention: Freasurer

The Mutual Lifc Insurance Company .

of New York

1740 Broadway

New York, N. Y. 10019

Attention: Securities Investment
Department

New York Life Insurance Company
51 Madison Avenue
New York, N. Y. 10010
Attention: Investment Department
Room 203

Securily Mutual Life Insurance
Company of New York
Court Housc Square
Binghamton, N. Y. 13902
Attention: Investment Depariment

Teachers Insurance and Annuity
Association of America
730 Third Avenue
New York, NU Y. 10017
Attention: Sccurities Division

30

Commitments
(in thousands)

Total

FY 1979 FY 1980 Y 1981 FY 1982
100 § — - J— I — 100
70,000 — — - 70,000
4,000 — — — 4,000
110,000 — - — 110,000
16,000 — — — 16,000
4,000 " 12,400 12,800 16,800 46,000
100 100 100 100 400
- 1,000 500 500 2,000
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Commitments
———e . (inthousands) ———
Purchasers EY 1979 FY 1980 FY 1981  Fy 1982 Total
United States Life Tnsurance Company % LOog $ — $ — $ — § 1,000
in The City of New York
125 Maiden Lane
, New York, N. Y. 10005
Attention: Frank Suozzo
Vice President and
Treasurer
; Totals for Insutance Companies $ 205,250 % 13,550  $ 13,450 § 17,450  § 249,700
4. Pension Funds: :
o New York City Employces’ Retire- % 29,640 § 110,090 § 1o,25  $ 57,020 3 306,875
B ment System
. 220 Church Street

New York, N. Y. 10013
Attention: Harold E, Herkommer
Exccutive Director

Teachers’ Retirement Sysiem for The 19,805 73,770 73,785 38,205 205,625
City of New York '
40 Worth Strect
New York, N. Y. 10013
Adtention: Wallace F, Sullivan
Exccutive Director

Board of Education Retirement 1,090 4. 040 4,030 2,090 11,250
System for The City of New York
65 Court Street
Brookiyn, N, Y. 11201
Attention: John La Carrubba
Exccutive Director

New York City Police Pension Fund, 9,780 36,325 36,335 18,810 101,250
Article 2
1 Police Plaza
New York, N. Y. 10038
Altention: Deputy Commissioncr

—_— —— —_— —— —_—

Totals for Peusion Funds S 60375 § 224225 224275 § 116.125 3 625,000

Totals for All Purchasers $ 401,000 $ 537,000 $ 537,000 § 324700 $1,799,700
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! Lo
To: PHILIP TOIA
Deputy Mayor for Finance
From: JACK BIGEL

Subject: 4~YEAR FINANCING PLAN

The following answers are reguired to properly eval~

uate the proposed 4-year financing plan:

what is the contemplated debt service
schedule for each itemn {bricks ana
mortar, state advance, etc.), includ-
ing the funding schedule for M.a.C.?

-— what is the total M.A.C. and City

debt service (and/or funding schedule)
over the next 20 years?

if the financing plan as prdposed is
adopted, what is the budget impact as

compared to the current 4-year finan-
cial plan?

—-= what is the real estate tax base assump-
tions for the next 4 years?

—= what are the plans. for the City BAN's
currently held by M.A.C.?
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Municipal Assistance Corporation
For The City of New York

MEMORANDUM

Date : 23 June 1978

To Eugene Keilin

From: Andrew Decker KS

Re Draft Proposal for a 1979 Issuance Schedule
Attached are four schedulesg detailing certain components
of a financing plan. The first schedule shows the sources
and schedule of issuances for the full four-year period.
This schedule is still tentative. The second schedule
shows the uses of the moeneys over the four years. The
third schedule displays a proposed schedule of issuances
for Fiscal Year 1979, while the fourth displays the 1979
funding requirements if the proposed schedule is imple-
mented.

HAD/1sd

Attachments (4)



DRAFT

MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG TERM FINANCING PLAN

AMOUNT
{$ Millions) SOURCES OF FUNDS SECURITY
750 ©  Pension Funds : Guaranteed
1,800 © Financial Institutions
& City Pension Funds MAC
950 Public Offerings MAC
1,000 Public Offerings City Bonds*
4,500
SCHEDULE OF LONG-TERM INVESTMENTS
($ Millions)
SOURCE OF FUNDS 1979 1980 1981 1982 TOTAL

Private Sale:

Guaranteed Bonds 500 250 -0~ -0~ 750
Private Sale:

MAC Bonds

City Pension Funds

Commercial Banks 507 431 431 431 1,800

Other Financial
Institutions
Public Sale:
MAC Bonds 375 425 200 1,000
City Bonds -0~ 100 325% 525% 950*
1,382 1,206 956 956 4,500

NOTE:

* Back-up: Public sales of MAC Bonds and private placement of
© $950 million of Guaranteed Bonds to Pension Funds will
serve as back-up to the proposed public sale of City
Bonds. '

06/21/78



PROPCSED SCHEDULE OF USES

$4.5 BILLION LONG-TERM. FINANCING PLAN

City Capital

Capitalized
Expenses

State Advance

MAC Capital
Researve

MAC Refunding

06/23/78

(In $ Millions)

DRAFT

1979 1980 1981 1982 TOTAL
382 482 687 749 2,300
450 300 150 -0 200
400 100 -0~ -0- 500
150 150 -0~ -0- 300
-0- 174 119 207 500

1,382 1,200 956 956 4,500
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GO BONDS

7B/06/23 Q3159

=r T PRVPAHFPR7FEHFE?9A+PR79RHIPE7PCEPRINTXEFRINT ( SER=¥/SECHED=2/0F T ION=F UNI! )

{(MACNYC)BONDS

TEST VERSION 3.0

{SER=%X)
7B/04&/723  O0R100
Municiral Assistance Corrorztion
For the Cite of New Yorh

FY Frincirgal Interest Total Foanding
1979 20+178,289 20:,178:289 &7 086,940
1980 &P 72462980 &F 7269980 70560320
1981 70360320 70538605320 702560320
1982 7028580320 70550320 70sT[4H0y320
1983 703560320 7020460320 7793544620
1284 Gy 935000 70282920 7792179220 772345720
1285 77490,000 &P 705920 77+195: 920 7723332540
1986 8,089,000 L9 0B2y 760 7917192750 7793204480
1987 By 73462000 &Br40% 5740 2711455760 7275306620
1988 22435000 L7 s 482220 75117920 F7e291:720
1989 10s19G» 000 b4 BP7 2920 P77y OB 920 F7y27465200
1990 11006000 6620502080 7720546080 7792582120
1921 11,886,000 6321342400 77+020:400 Fre2399220
1992 12,837,000 442145480 769825480 PAe2L7 2740
1993 13,883,000 439077+ 480 746¢940: 480 77:1946:500
1974 14,%73:000 b1s9249040 7628970420 P2+ 348000
1295 312465362000 &0 058880 21714880 P2y 2956880
1994 34188000 S5 425 120 21s5613120 P2y243,120
1997 362924000 3455809640 2125042440 2185100
1998 32:879y000 S1+508,520 P12387+520 92120980
1999 A3y 0469000 4By 1904600 1259 600 Z2y0525340
2000 452315000 445407240 112292490 P1leR77:%20
2001 502236000 40 7379200 FOyF739200 2189656890
2002 TG4 2545000 IHe057 600 0811600 1810540
2003 G8,095y000 222043y 640 P0r538Br 540 P11y 7152220
2004 &3¢ 281000 2716894600 2024495600 FlrbiDe 460
2005 46823452000 21:203+550 P0: 2485460 Fle304. 340
2004 738119000 1462217320 FOeQ28r 320 21387540
2007 7971750060 10074200 87935200 P1+252+4640
2008 B6&62094000 3r443,750 BP e 5377560

Total 882,004:000 1538498789 24203502789 25415324340

(SER=¥/0FTIUN=FUNI)
78/06/23 093102

Municiezl Assistance Corroration
For the Cite of New York
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Vil thd A by

1979 20178289 20178289 &7:085:940
1980 &Py 7269280 £F 7269980 7Qry560y 320
1981 70953460320 70,560,320 70,5405 32
1982 70¢53605320 70:560320 70560320
1983 705602320 70:5505320 77235469620
1984 GHrP35,000 70282920 772179220 772345720
1985 754904000 69 7052920 772195920 77333340
1286 22082000 A9 10829760 779171760 7723205480
1987 8:736 000 4B 4092740 771455750 7793069620
1988 4352000 A7 26829200 771172920 F7e291720
1789 10120000 bHyBI7 720 775087920 F77¢R2749200
1920 11,0046+0069 &6 050 08B0 772056080 Z7r258y120
1991 11+886000 601347400 77:020:400 F7e2399 220
1992 12837000 44y 145,480 765982480 77217740
1993 13y843+000 6390770480 76240480 77+ 1965300
1924 1429732000 &1 924040 74659897040 23482000
1995 316365006 40y 058880 ?1+714,880 P2+296+880
1996 34+188:000 S7 425,120 Flebsl39120 22:s2435120
1597 3469224000 S54¢580y440 P1+504,5640 22:185.100
19298 39+879y000 9150885320 P1s387520 2120280
1999 4350469 000 485 120+4600 212594600 P2y Q52,540
2000 449315000 4454607+ 240 21122240 PLF77 220
2001 5023462000 409737200 PO F73:200 18242480
2002 54,254,000 36037600 0r811 400 21y8106,540
2003 58s395000 3204394640 POy4E3BrH40 17159220
2004 632281000 27+148+600 FOr44954600 F1lr415:440
2005 682345000 21292035460 0y 248560 ?1+504+540
2006 73:811,000 18217320 FOr028+s320 12387540
2007 7927179000 10+076:200 82793200 12252840
2008 84¢024,000 24434760 8920379760

Totasl 882,004,000 1.538+4%8,78% 294205025789 29415,324¢540

=> 7 PRINT (SER=X/SCHED=2/0FTION=FUNE)
(BER=X/SCHED=2/0FTION=FUND)
Mupicirzl Assistaznce Corroration
For the Cite of New York

Oct. 12 Jan. 12 Arr. 12 Jum. 23 Juri. 30 Total
1979 15,000:G40 15140060 192304760 17+640:080 472 OBA& 940
1980 17:440+080 17:640,080 17:5640,080 172440y 080 7054605320
1981 17+440,080 17540080 176405080 17540080 705607320
1982 17+640080 17+640.,080 176400890 17:5640,080 70:560+320
1283 19373830 19+ 373,830 19+373B30 192235, 130 77930469620
1984 12:373+880 1953732880 19373880 19224080 77¢345. 720
1985 19373+ 830 19:373+830 19373830 12:212050 77333540
1984 19,373,800 193735800 192373800 19199080 771320480
1987 19: 373,830 1?9:373+830 19373830 19185130 77230674620
1¢88 19+ 373y880 12y373+880 19373880 12:170-080 77291720
1289 19:.374,080 12:374,080 192:374,080 19,153,950 775276200
1290 193735940 193739460 12, 373:940 19¢13465240 Z7+258y120
1991 19+373:920 19373990 19373920 19117250 PP 239+220
1992 19373750 19+ 373,750 19:3737730 19709462490 P79217+740
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1995

1924
1997
1998
1999
2000

2001
2002
2003
2004
2005

2006
2007

Total

=» T LIST
Bond Series name

Sl P a0y 00
235245,160

23¢2455400
232245:670
23245590
2312454710
2392455440

23,245,440
2322455410
23245210
237245590
2392452190

2352435470
239245, 380

78/06/23 09107

Series PR794

ated Julv
Issued Julw

i, 1978

20y 1978

Firsst Couron Jamuaru

Year

1983
i984
1983
1984
1387
i7gs8
19g9
1990
1991
1292
1993
1994
1993
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2004
2007

FIRST 1979 FRIVATE ISSUE

P
=4+ F

Bond Series name

Frinciezl

35420
324693
3989
4308
A4rs52
95025
Se427
S5+861
42330
42836
7383
72973
8:611
2300
10,044
10+848
11715
12453
13,5645
14,758
15,939
17214
ig,5?1
20079
21485

? PR79A

- + o + & * & - *
CODOCO DO

*

-

eajpocicniueuclcelic e B IR QN collfes)
COCOO QOO OOG QD

+

- * b - -

+ - - + * * -

D om oo mome o

-

T PR7?H

Z2Ard80y 200
2392451460

2352457400
23r2455 4670
232245, 590
2322459710
2322452660

232459440
23y245: 4610
23:245,210
232245590

232454190

2352455470
2392455380

1979

239245+280
23:245,160

232455400
2322454670
232245590
B3r245+ 710
23e24T56460

2392454440
23224554610
232245,210
23¢ 245,590
2392455190

2322459470
23245380

222461251460
22:361 9400

22+506:920
22+4485090
22r384+210
22,315,410
229240:940

22214605340
22¢0735710
21+97F590
21-:878,4690
2174685970

215651130
218523+500

22348:000
PEy29465880
PEy2435120
P2:185100

2,120,980

2:052,540

PLsP779220

P1-896:680
?1:810:540
1715220
21,615,440
12504540

?1-387,540
P1:25954640



78/06/23 093107

Series PR7?E

Nzted Noavember 1» 1978
Issued November 15y 19278

Firsst Couron Jzrnusre 1
Stub 41 daus

Yesr Princiral Rate
1983 3,515 8.0
1784 3797 8.0
1985 42100 8.0
1?84 49428 8.0
1987 49783 8.0
1988 Sr185 2.0
1989 Se579 8.0
199Q & 025 B.9
1991 G507 8.0
19932 75027 8.0
1993 7590 g.0
1994 8197 8.0
1295 8s852 8.0
1994 71561 8.0
1927 104324 8.0
1998 11,152 B.0
1999 12:044 8.0
2000 135007 8.0
2001 145048 8.0
2002 15172 g.0
2003 14,385 8.0
2004 17:695 B.0
2005 19112 8.0
2004 202641 8.0
2007 222292 8.0
SECOND 19792 PRIVATE ISSys
=% 7 LIST

Bond Series name T FE794
7B/06/723 09510

Seriss PE794

Dated Julw 1s 31978

Issued Juylw 20y 1978
Firsst Couron Januare 1
Yaar Frinciszsl Rate
1994 SGr iR g.0
19¢5 S¢575 8.0
1924 63021 8.0
1997 4503 8.0
i998 72023 8,0
1999 Zr385 2.0
2000 8ri192 8:¢
2001 8,847 8.0
2002 22555 8.0
2003 10319 8.0
2004 11e145 2.0
2005 12,034 8:0
2004 12.999 8.0
2007 14,03% 8.0

1979

1979



FIRST 1979 FURLIC ISSUE

=x T LIST
Bond Series nsme 7T FRY9E

7RBA0L/ZE 09111

Series FR79E

Dated November 1» 1978

Issued November 18, 1978
Firsgt Couron Januarg 1» 1979
Stub 41 daus

Year Frirmcirazl Rate
1994 Sr162 8.0
1995 B5e575 B.0
1994 &r021 8.0
1997 &2 503 8.0
1298 7023 8.0
1999 7:585 8.0
2000 8192 8.0
2001 8847 8.0
2002 555 8.9
2003 10319 8.0
2004 115145 8.0
2005 12036 8.0
20064 12,999 8.0
2007 14,039 8.0

SECOND 1979 FPUBLIC ISSUE

=x T LIST
Bond Series name P PR79C

78/06/23 09:11

CSeries PR79C

bated Februsry 1y 1979
Issued Februare 15 1979
Firsset Couron July 1, 197%
Stub 130 daus

Yeasr PFrinciral Rate
1994 arldl 8.0
1995 5s575 8.0
1996 46021 8.0
1997 459503 8:0
1798 7023 8.0
1999 72385 8:0
2000 Brio2 8.0
2001 8847 8.0
2002 Fe00T 8.0
2003 109319 8.0
2004 11,145 8.0
2000 12,036 8.0
20048 29999 8.0
2067 14,039 8.0

THIRD 1979 FUBLIC ISSUE

=x T QUIT

TLIAME Wi



MUNICIPAIL ASSISTANCE CORPORATION

DRAFT

PROPOSED $4.5 BILLION LONG TERM FINANCING PLAN

AMOUNT »
($ Millions)

750
1,800

950
1,000

4,500

SOURCES QF FUNDS

Pension Funds
Financial Institutions
& City Pension Funds
Public Offerings
Public Offerings

SCHEDULE OF LONG-TERM INVESTMENTS

.($ Millions)

SECURITY
Guaranteed
MAC

MAC
City Bonds*

SOURCE OF FUNDS 1979 1980 . 1981 l982 TOTAL
Private Sale:

- Guaranteed Bonds 500 250 ~0- -0- 750
Private Sale:

MAC Bonds

City Pension Funds

ggggirgiﬁ;ngigfs 507 431 431 431 1,800

Institucions e e e

Public Sale:

MAC Bonds. : 375 425 200 1,000

City Bonds ~-0- 100 325% 525%* 950%

1,382 1,206 956 956 4,500

NOTE «

* Back-up: Public sales of MAC Bonds and private placement of
C $950 million of Guaranteed Bonds to Pension Funds will
serve as back-up to the

Bonds.

06/21/78

proposed public sale of City
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MUNICIPAL ASSISTANCE CORPORATION

PROPOSED 5$4.5 BILLION LONG-TERM FINANCING PLAN

- AMOUNT ($ Millions) SOURCES OF FUNDS SECURITY
750 Pension Funds Guaranteed
1,125 Financial Institutions MAC
625 City Pension Funds MAC or City
1,250 Public Offerings MAC
750 Public Offerings City Bonds*
4,500

PROPOSED $1.2 BILLION SEASONAL FINANCING PLAN

AMOUNT ($ Millions) SOURCES OF FUNDS SECURITY
400 City Pension Funds MAC or City Notes
400 City Commercial Banks MAC or City Notes
400 Public Offerings MAC or City Notes
1,200

SCHEDULE OF LONG-TERM INVESTMENTS
($ Millions)

SOURCE OF FUNDS 1979 1980 1981 1982 TOTAL

Private Sale:
Guaranteed Bonds 375 250 125 -0- 750

Private Sale:

MAC Bonds
. ] : { 7o { o 02 fr
City Pension Funds Y10 206 RO i
Commercial Banks
Other Financial 507 456 456 331 1,750
Institutions

Public Sale:

MAC Bonds 500 500 250 1,250
City Bonds -0~ -0- 125%* 625% 750%
1,382 1,206 956 956 4,500

NOTE :

*Back~up: Public sales of $500 million of MAC Bonds and private
placement of $750 million of guaranteed Bonds to Pen-
sion Funds will serve as back-up to the proposed pub-
lic sales of City Bonds.

W

06/20/78



MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG-TERM FINANCING PLAN

AMOUNT ($ Millions) SOURCES OF FUNDS
750 Pension Tunds
1,125 Financial Institutions
625 : City Pension Funds
1,250 Public Offerings
750 Public Offerings
4,500

PROPOSED $1.2 BILLION SEASONAL FINANCING PLAN

AMOUNT ($ Millions) SOURCES OF FUNDS
400 City Pension Funds
400 City Commercial Banks
400 Public Offerings
1,200

SCHEDULE OF LONG-TERM INVESTMENTS

(8§ Millions)

SOURCE OF -FUNDS 1979

Private Sale:
Guaranteed Bonds 375
Private Sale:
MAC Bonds
City Pension Funds
Commercial Banks
Other Financial 507

Institutions

Public Sale:

MAC Bonds 500
City Bonds -0-
1,382

NOTE :

SECURITY

Guaranteed
MAC
MAC or City
MAC
City Bondsg*

SECURITY

MAC or City Notes
MAC or City Notes
MAC or City Notes

1980 1981 1982 TOTAL
250 125 -0- 750
456 456 331 1,750
500 250 1,250
-0- 125% 625% 750%

1,206 956 956 4,500

*Back-up: Public sales of $500 million of MAC Bonds and private
placement of $750 million of guaranteed Bonds to Pen-
sion Funds will serve as back-up to the proposed pub-
lic sales of City Bonds.

06/20/78



MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG-TERM FINANCING PLAN

- AMOUNT ($ Millions) SOURCES OF FUNDS SECURITY
750 Pension Funds Guaranteed
1,125 Financial Institutions MAC .
625 City Pension Funds MAC or City
1,250 Public Offerings MAC
750 Public Offerings City Bonds®*
4,500

PROPOSED $1.2 BILLION SEASONAL FINANCING PLAN

AMOUNT ($ Millions) SOURCES OF FUNDS SECURITY
400 City Pension Funds MAC or City Notes
400 City Commercial Banks MAC or City Notes
400 Public Offerings MAC or City Notes
1,200

SCHEDULE OF LONG-~TERM INVESTMENTS
($ Millions) '

SOURCE OF IFUNDS 1979 1980 1981 1982 TOTAL

Private‘Sale:

Guaranteed Bonds 375 250 125 -0~ 750
Private Sale:

MAC Bonds

City Pension Funds

Commercial Banks
Other Financial 507 456 456 331 1,750

Institutions

Public Sale:

MAC Bonds 500 500 250 1,250
City Bonds ~0- =0 125% 625% 750%*
1,382 1,206 956 956 4,500

NOTE :

*Back-up: Public sales of $500 million of MAC Bonds and private
placement of $750 million of guaranteed Bonds to Pen-
sion Funds will serve as back-up to the proposed pub-
lic sales of City Bonds.

06/20/78




MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG-TERM FINANCING PLAN

06/20/78

- AMOUNT ($ Millions) SOURCES OF FUNDS ‘ SECURITY
750 Pension Funds Guaranteed
1,125 Financial Institutions MAC '
625 City Pension Funds MAC or City
1,250 Public Offerings MAC
750 Public Offerings City Bonds*
4,500
PROPOSED $1.2 BILLION SEASONAL FINANCING PLAN
AMOUNT ($ Millions) SQURCES OF FUNDS SECURITY
400 City Pension Funds MAC or City Notes
400 City Commercial Banks MAC or City Notes
400 Public Offerings MAC or City Notes
1,200
SCHEDULE OF LONG-TERM INVESTMENTS
(S Millions)
SOURCE QF FUNDS 1979 1980 1981 1982 TOTAL
Private Sale:
Guaranteed Bonds 375 250 125 -0- 750
Private Sale:
MAC Bonds
City Pension Funds
Commercial Banks
Other Financial 507 456 456 331 1,750
Institutions
Public Sale:
MAC Bonds 500 500 250 1,250
City Bonds -0- -0- 125% 625% 750%
1,382 1,206 956 956 4,500
NOTE:
*Back-up: Public sales of $500 million of MAC Bonds and private

placement of $750 million of guaranteed Bonds to Pen-
sion Funds will serve as back-up to the proposed pub-
lic sales of City Bonds.



MUNICIPAL ASSISTANCE CORPORATION

PROPOSED $4.5 BILLION LONG-TERM FINANCING PLAN

AMOUNT (S Millions)

750
1,125
625
1,250
750

4,500

SOURCES OF FUNDS

Pension Funds
Financial Institutions
City Pension Funds
Public Offerings
Public Offerings

SECURITY

Guaranteed
MAC
MAC or City
MAC
City Bonds*

PROPOSED $1.2 BILLION SEASONAL FINANCING PLAN

AMOUNT (5 Millions)

400
400
400

1,200

SOURCES OF FUNDS

City Pension Funds
City Commercial Banks
Public Offerings

SCHEDULE OF LONG-TERM INVESTMENTS

SOURCE OF FUNDS

Private Sale:
Guaranteed Bonds
Private Sale:

MAC Bonds

City Pension Funds

Commercial Banks
Other Financial
Institutions

Public Sale:

MAC Bonds
City Bonds
NOTE:

{5 Millions)

SECURITY

MAC or City Notes
MAC or City Notes
MAC or City Notes

1,382 1,206 956

1979 1980 1981 1982  TOTAL
375 250 125 -0- 750
507 456 456 331 1,750
500 500 250 1,250
-0- -0- 125%* 625% 750%

956 4,500

*Back~up: Public sales of $500 million of MAC Bonds and private
placement of $750 million of guaranteed Bonds to Pen-
sion Funds will serve as back-up to the proposed pub-
lic sales of City Bonds.

06/20/78
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785046/20 171035

Series FPR79A

hated Julw 1y 1978

Tessued Julw 20, 1978

Firsst Couron Januare 1 1979

Year Frinciral Rate
i?83 3v420 8.0
1984 32693 8.0
1985 32989 8.0
1984 45308 8.0
1987 4,452 8.9
1988 5025 8.0
i9g? Sr427 8.0
1990 52841 8.0
1971 6330 8.0
iee2 & 834 8.0
1993 7+383 B.0
1?94 7973 8.0
1995 Bs611 8.0
19945 2300 8.0
1997 10,044 8.0
1998 10,848 8.0
1999 11+716 8.9
2000 12,8653 8.0
2001 1316465 8.0
2002 14758 8.0
2003 15,939 8.0
2004 17214 8.0
2005 18591 8.0
2006 20,079 8.0
2007 21,685 8.¢

FIRST 1979 PRIVATE ISSUE

=> T PR794+FR72B+FB72A+PR79R+FR7PCHPE7ID#FRINTX

{SER=X}
7B/0&6/20 17107

Murniicirzl Assistance Corroration

For the City of New York

FY Frincirzl Interest Total
1979 20,178,289 20,178,289
1280 779204818 77¢254+818
1981 803805400 B0 560400
1982 - BOsH&60,400 80560400
1983 BOy 560,400 805460200
1984 &+ 235:,000 80, 283+000 B7+218,00C
1985 70490000 7P 70469000 87196000
19846 8, 08%,000 790829840 87:171+840
1987 Br736:000 782409840 871455840
1788 FrA35:000 774683000 B7s118+000
1989 102190000 74+ 898,000 87+088,000
1270 119004000 76505051860 87+0546+ 160
1991 1188646000 7591349480 870202480

Funding

72:114-758
BO»5605400

80540400
805460400
87+354: 700
872345800
B7¢33354620

87+ 3202340
B7: 306700
87,291,800
87: 2769280
872598200

mmeMQnﬂﬂﬂ



PO

1993
1994
1995

1994
1997
1798
195¢
2000

2001
2002
2003
2004
2005

2006
2007
2008

ahogm T Wt T W

13:84635000
14973000
34818y 000

2Py 7625000
2r7455,000
4569382000
50092000
5451005000

S8428000
4391012000
4821502000
732600000
79+490+000

858479000
227162000
103,133,000

Totzl 1:007»005-000

P -
7 PRINT(SER=%/SCHED=2/0FTION=FUNI)
(SER=%/SCHEN=2/0FTI0ON=FUNI}

LT LT T W

732077360
7129245120
6998525 480

6655789240
43,480,920
39907840
S56+048,880
1,881,200

47380080
42y518y920
37:268:880
31,598,880
25+ 475,280

18+861+800
11,719:280
4,005,320

1+768»297 8467

O T 78T Wy

B&sP40:560
86897120
106:470.480

106552240
106425920
104 289,840
104,140,880
105,981,200

103,808,080
109+619,920
105-418+880
105.198,880
104,945,280

1049708800
104, 435280
104,138,320

2e775+302.867

(S T WA A WY AV,

2871946580
107,406,840
1072347300

107+284,820
107217480
107142720
107063200
10627424640

106,881,940
1046781880
106670880
106555080
1069425+740

1046289+ 600
106»140+280

297701245618

Municiral Assistance Corrorstion

Far the Citu of New Yeork

Oct. 12 Jdan. 12 Arr. 12 Jurn. 25 Juri, 30 Totzal
1279 15,000:040 1514050580 1923046+ 760 22256467898 722114758
1980 20v140+100 200140100 20r1402100 2021405100 805605400
1281 2021405100 20+140+100 205,140,100 2051404100 80550400
1982 2021405100 20140100 20140100 20140100 g0r5602400
1283 21873850 21+873+8590 21+873,850 21+735+150 872356700
1784 21,873,900 21873700 21873900 2197249100 87345800
1985 21,873,850 21873850 21 :873+850 21712070 8723332420
198646 21873820 21873820 21873820 2194992100 87320560
1987 21,873,850 21873850 21,873,850 21685130 872304700
1788 212,873,900 2128732900 21873900 21670100 B7¢291,800
1989 212874100 21+874,100 21,874,100 21453980 8722769280
1990 21873980 21873980 21873980 2194342460 B7r 258+ 200
1991 217874010 21874010 21i¢874+010 219617270 87239300
1992 21¢873:,770 219873+7790 21873770 2159464510 872179820
1993 21:874+010 21+874+010 21+874,010 215745550 87+1956:580
1294 272035800 27+ 035800 27035800 269299+440 107240468490
1998 27+0359 690 27+0352 650 2750354690 26vy240+430 1073472800
19946 271035930 27:035+930 279035930 26231779030 107284820
1997 27+0346280 27+036+280 272034280 267108540 10792172480
i9e8 2720362140 27+0346¢140 272036+140 2420344300 1072142720
1999 27203465300 2720369300 27203869300 259954300 107063+ 200
2000 27¢Q346+300 27203465300 272036300 25,8867 740 10629767640
2001 27:035:990 273035+970 2720352990 2597739970 1068815740
2002 229036220 270362220 2790369220 251873220 104,781,880
2003 275035720 275035720 27¢0353+720 25:563:720 10426705880
2004 27203622 2720369220 271034220 207444420 1046555080
2000 27+ 0353670 2720359470 27vy035+470 25:318+730 1064259740
20046 27+035,980 27:035,980 27,035,980 2591818660

106 28%+ 400



78/06/20 19121
Municirzl Assistance Corroration
Far the Citw of New York

FY Frincirzal Hnﬁmvmmﬁ Total
i978 B&s 5152000 284299255 73614255
1979 79+ 455,000 4379135727 514590727
1?80 105,480,000 488+415+4618 5045,095+418
1281 12494405000 481 783+ 337 &08s223: 337
1282 1272090600 A71 9207737 598+ 3475737
1983 225 340+000 460 599-038 485 959,038
iz84 2745020000 44024632125 714+652¢12

1985 2502465000 4146701226 LET7 27169226
1986 Z19+344000 295y 748:415 715,092,415
1987 ZA40¢ 7965000 346822254659 709,021,559
1288 375025000 338-4880r544 7137755544
1289 40794652000 F07+s063:175 715,028,175
1920 43421865000 2738939417 7100792417
1991 4465196000 238y319+318 704,515,318
1992 S0&6s227 000 192,231,750 _wamupmmmwma
1993 551s213,000 15462625935 708,875,935
1994 331073000 121,295,470 45293482470
199% 368955465000 F4¢877 9830 44539433830
12946 392763000 &b 7897240 10465525240
1997 42245, 000 6374805920 106425920
1998 462382000 529075840 1046289840
1999 50092000 5462048880 106140880
2000 54100000 51881200 105981200
2001 58,428,000 47+ 3B0 080 105,808,080
2002 632101000 4055185920 105:61%:920
2003 682,150,000 37248880 105+418:880
2004 73 600,000 31+598,880 105198880
2005 722490,000 29475280 1049465280
2004 85847000 18,861 +800 104,708,800
2007 227169000 11,719,280 104+435,280
2008 1001335000 420055320 10451385320

Total 6+233:723,000 6y 4955095206 12.729:232-206

=3 P PRINT(SER=%/SCHED=2/0FTION=FUNI)
{SER=%/STHEN=2/0FTTON=FUNI
Municiral aAssistance Corroration
Far the Citg of New York

Oct. 12 Jar. 12 asr, 12 Jume 25 Jum. 30 Total
1978 130+364+773 1233569906 1243492619 A48: 405984 752489734 501959016
1979 132559140 1394699160 148y882+510 71ls045: 282 BOr 44722646 5794603358
1280 1546257250 1542597250 182+46%4»003 743009647 76520465017 H1&6r4265169
1781 152,541,916 152541216 150:,271:403 7452466959 7424359506 &G04 257700
1982 1528182716 1528185716 172330034 7EyH02 e 45T 491446825 HA48y616 750
1983 180+ 050+734 180,050,734 1795935191 83+ 359,090 4,031 +281 7172427530
1984 180003372 1800034372 168309794 mwuwmoq&wm 23337703 49378645804
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Murmiciral Assistance Coreroration
For the City of New York

FyY Frinciral Interest Total Funding
1778 31:150+000 113287717 144,437+717 202,443,304
1979 3327455000 181407027 215,152,027 28792817+594
1980 346525552000 235546715356 2729226558 30198792600
i9gil 6526452000 2349049263 30025999243 I01¢178+,6502
1982 70150000 229:655713 299805713 311,052,288
1983 85,815,000 223,556,738 209+371+738 3412071+316
1784 12354202000 215,107,000 338,527,000 341.,1326+888
1985 133,870,000 204,495,412 3383465412 340095048
1986 144,092+000 1939019627 3371184627 341049596
1987 157251000 180570396 337:821+396 343952484
1788 173370000 146720905769 340450, 7469 341,512+724
1989 185,140,000 1528637513 II7v 777513 338994828
1990 197824000 13721709567 33429949567 I35+617 580
1791 2107115000 1206395118 331350118 33766714608
1992 230:227 000 102777023 333,004,023 34857569152
1993 2460+ 3585000 82,9846+448 3437344+ 448 872196579
1994 14:9273000 7129244120 84,897,120 107,406,840
19925 36818000 4P y852:480 10626705480 107347 +500
1994 IF» 74635000 46527899240 104+ 552240 1079284820
1997 42945000 &3+480¢920 10462,425,920 107:217+480
1998 4452382000 592907840 106+287+,840 1072142720
1999 5050922000 B4 048880 166,140,880 10720635200
2000 54100000 51+:881200 105981200 10697467640
2001 S8y 428,000 47+380+080 105808080 106881940
2002 632101000 42+518+920 105s619+920 104y781 880
2003 &8¢ 150,000 37¢268,880 105+418.,880 1062670:,880
2004 732600000 31598880 105,198,880 1046555080
2005 7924902000 25475280 104,945,280 10462425740
2008 85:847+000 188461800 1047082800 1065 28%9400
2007 22716000 11,719,280 104,435,280 i046+140980
2008 100,133,000 43005320 104138320

Totzl 3+045:8702000 324337405207 LHyd47P2946105207 Gr377+433:741
{SER=¥X/GCHEN=2/0FPTION=FUNI)

Municierzl Assistance Corrorstion
For the City of New York
Oct. 12 Jarn. 12 Arr. 12 June. 25 Jugpte 30 Total

1978 55875751 492y0B0 884 49+ 080884 202-443,503
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48+405,784
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Date :

To

From:

Re

Municipal Assistance Corporation
For The City of New York

MEMQRANDUM

19 June 1978

Steve Clifford, Karen Eisenstadt, Sandy Manila

Andrew DecXer

1979 Proposed Financings

Attached is the summary of financings discussed at our
meeting thig afternoon. It should be considered to be
very tentative at this point.

HAD/1d

attachment
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Fiscal Year 1979 -- Proposed Financings
Cumulative Meonthly Federally Monthly
Balance Before Guaranteed MAC City Notes State Cumulative Closing
Financing 1/ City Public Private Public Private Advance Financing Balance
Jul 173 173
,psmmﬂu ( 344) 2002/ 75 2252/3/ 450 106
September ( 821) 175 3504/ 975 154
October ( 691) 75 2253/5/ 1,225 534
November (1,292) 100 1,325 33
December (1,741) 325 wmom\ 2,000 259
January {(1,326) 2,000 674
February (1,777) 225 573/1/ 2,232 455
March (2,049) 2,232 183
April (1,735) (175) 100 2,157 422
May {(1,944) 200 (175) 2,182 238
June (1,144} (150) (700) 1,332 188
NOTES:
1/ Assumes an opening cash balance of $870 million.
2/ To be completed as soon after the signing of the
Federal guarantee legislation as is possible, July if possible.
3/ $50 million to be retained by MAC for Capital Reserve Funding.
4/ Late September. :
5/ Late October.
6/ If market conditions permit, some of this issue can be moved
to a later date.
7/ Late February.
06/19/78

isd
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Richard Ravitch .

Robert C. Weaver
9 June 1978

llonorakle John Heinz

UNITED STATLS SENATE

4327 Dirksen Senate O0ffice Building
Washington, D.C. 20510

Dear Senator Heing:

You suggested Wednesday, during the hearing, that it would

be useful to you if I would amplify in writing on my remarks
with respect to seasonal financing versus long-term financing.
I hasten to do so since the subject 1s both complicated and
critical and the very nature of a hearing may not do it -jus-
tice.

We are faced with a financing problem, pure and simple. The
objective, yours and ours, 1s to get the City's budget back
into balance and get the City back into the market for all

its financing requirements. Total market access will require:

1. Budgel balance;

2., Total financing requirements brought down to levels
the market can absorb;

3. A demonstrated record of credit worthiness over a
period of time;

4. Investment grade credit ratings;

@]
.

Investor p&ychology 180 degrees away from toeday's
skepticism

The City of New York's financing structure is one of the lar-
gest and most complex in the world. The appropriate solution
to this massive and complicated problem cannot be a cut-rate,
minimum answer with no margins built into it. Tt must be com-
prehensive, carry stringent disciplines ang security, but be
adeguate to do the job.
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In my testimony I indicated my belief that continued seasonal
financing might avoid bankruptcy but would not hring the City
back to balance and to the market. Even this, however, could
be optimistic. Avoidance of near-term bankruptcy could only
be achieved, as I indicated, with commitments tc some minimum
amount of long-term financing from banks and unions. As you
know, the only unguaranteed long-term commitments we now have
consist of $1 billion from financial institutions, conditioned,
among other things, on Federal guarantees being enacted. AS

I indicated to you Wednesday, for seasonal loans to enable

us to avoid bankruptcy and carry the city for three or four
vears would reguire, at a minimum, the $1 billion commitment
from the financial institutions to be available, with at least
another $500 million from the union pension sgystems. Such
commitment 1s not presently in place. Were it obtainable,

1t might be possible foxr MAC, although this is also by no
means certain, to raise about $1 billion in the marketplace,
for a total of $2.5 billien. I consider this absolutely the
"best case"” scenario with seasconal lcans, and I will analyze
its impact below.

The "worst case" scenario, however, comes first. This would
involve seasonal lcocan legislation coupled with our inability
to obtain the needed private placement commitments from the
Jinstitutions and unions mentioned above. This would, in my
judgement, foreclose the public market to MAC entirely and
make bankruptcy inevitable in the next few months. I have
no way of predicting the reaction of these institutions al-~
though I am aware of their skepticism regarding the likeli-
hood of success under a seasonal plan. Since both banks and
unions will be testifying before your committee next week, I
would urge you to probe their willingness to invest under
those circumstances. If their answer is negative, then, ob-
viously, voting for seasonal loan extension is simply voting
for bankruptcy.

Tf their answer is affirmative, or simply non-committal, I
would like to come back to the "best case" scenario, i.e.,
institutions and unions purchase $1.5 billion MAC privately,
MAC sells $1 billion publicly, for a total of $2.5 billion
long-term financing. As you know, about one-half of the
long-term financing called for by our $4.5 billion plan is
dedicated to budget closing items (phase-out of capitalized
expenses, refunding high-interest MAC Bonds, funding capital
reserve funds) or debt-reducing items (bonding out State
advance) . Our capital program, moreover, must deal with a
large back-log of needs. It follows inevitably, that however
you allocate the §$2 billion reduction in available financing,
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it will result in sharp reduction of important capital pro-
grams, delay budget balance and maintain high seasonal finan-
cing requirements. It is, therefore, just as inevitable that
the City will not be able to finance itself publicly at the
end of such program and that further Federal credit assistance
will be neceded.

Furthermore, MAC, at that time, will have uscd up almost
all of its $8.8 billion authority, and the City will

have only the Federal Government to look to for long-term
financing since MAC will be out of the picture.

The result will be renewed requests for long~term credit
assistance in significantly larger amounts than anything
being discussed today.

As I'said at the beginning of my letter, this is probably
one of the most complicated financing problems in the world
today. It requires an appropriately sophisticated solution.
Extension of the seasonal loan is an easy answer; as with
most casy answers, it 1s also, unfortunately, the wrong
answer. In this particular case, it 1is obviously the wrong
answer. The "worst case" scenario is bankruptcy, and the
"best case" sgcenario is failure over time,

It seems to me that the real issue to be faced here is not
long-term financing versus short-term financing for the
Federal Government. The Federal Government, whether it likes
it or not, 1s now a long-term lender to New York, no matter
what the terminology. The real issue should be toc build into
the guarantees the same safequards, the same discipline and
the same pressures encompassed by the seasonal loans to keep
the City's feet to the fire in its continued reform. At the
same time, you might build into the guarantees incentives

for early retirement of the guaranteed debt as and when City
market access in size is obtained. As I told you Wednesday,
these are both technically quite feasible.

I am available to you at any time to discuss any asvect of
this issue. It is crucial to us and to you. I urge you not
to support a course of action which, at worst, leads to dis-
aster and, at best, leaves us worse off than when we started.
Although no one can say with absolute certainty that the
guarantees assure us of success, it 1s likely that they will
since the program would achieve the prerequisites to market
entry with MAC still having some reserve in case of need. The
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guarantees are also cheaper, involve no cash outlay and involve
no greater risk to the Federal government. It is a program
worthy of your support.

Sincerely yours,
MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

Tty Rt

Felix G. Rohatyn,
Chairman

FGR/1d

cc:  Chairman William Proxmire
Members of Senate Banking Committee
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PROPOSED $4,5 BILLION LONG-TERM FINANCING PLAN (5ﬂﬂuwjj
Amount Sources of Funds Security
(% millions)
500 ‘ City Pension Funds Guaranteed
500 State Pension Funds Guaranteed
1,000 Financial Institutions MAC
500 City Pension Funds . MAC or City
1,000 Public Offerings MAC
1,000 Public Offerings City bonds*
4,500
PROPOSED $1.5 BILLION SEASONAL FINANCING PLAN
Amount Sources of Funds Security
500 City Pension Funds MAC and City Notes
500 - City Commercial Banks MAC and City Notes
500 | Public Offerings City Notes
1,500

SUMMARY OF $6.0 BILLION LONG~TERM AND SEASONAL FINANCING PLAN

Amount Sources of Funds \ Security
500 City Pension Funds Guaranteed
500 State Pension Funds Guaranteed
1,000 City Pension Funds MAC and City
' Notes and Bonds
1,000 Commercial Banks MAC and City
: Notes and Bonds
500 Other Financial Institutions MAC Bonds
2,500 Public Offerings MAC and City

Bonds and Notesw®

6,000 -

*Back-up: Public sales of MAC bonds and private placement of guaranteed bonds
to City and State pension funds will serve as back-up to the pro- i
posed public sales of City bonds.



SCHEDULE OF LONG-TERM INVESTMENTS
($ millions)

Source of Funds 1979 1980 1981 1982 Total

——— = e

Private Sale:
.Guarantees Bonds

City Pension Funds 250 250 %* g 500

State Pension Funds - 250 250 % * 500
Private sale:

MAC Bondg

City Pension Funds )

Commercial Banks /z 507 331 331 331 1,500

!
Other Financial \
Institutions H“)

Public Sale: .

MAC Bonds 375 375 250 1,000

City Bonds 375% 625% 1,000%

1,382 1,206 956 956 4,500

*Back-up: Public sales of MAC bonds and private placement of guaranteed bonds
to City and State pension funds will serve as back-up to the pro-
posed public sales of City bonds,

USES OF FUNDS

lo79 1980 1981 1982 TOTAL
Bricks & Mortar 382 482 687 749 2,300
Capitalized Expenses 450 300 150 - 900
State Advance 400 100 - - 500
MAC Capital Reserve 150 150 - - 300
MAC Refunding - 174 119 207 500

1,382 1,206 956 956
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Municipal Assistance Corporation
For The City of New York

MEMORANDUM

6 June 1978
To Amos T. Beason, Jac Friedgut, Palmer Turnheim
From: Fugene J. Keilin

Re : TFinancing Plan

I have attached three tables as follows:

1. Proposged Sorces of Funds
2. Schedule of Investments and Uses of PFunds
3. Summary of City Cash Flow for Fiscal Year 1978

*

For purposes of scheduling long-term borrowing, we have
assumed that the insurance companies will complete their
entire placement in fiscal 1979, as they have suggested, and
that other placements will be scheduled as required. We
have also assumed that $400 million of the State advance
will be bonded out in fiscal 1979, $100 million wiil be
bonded in fiscal 1980, and the remainder will be funded from

the City's available cash.

The cash flow projections in Table 3, which should be considered
preliminary, indicate a maximum need for approximately $2.2
billion of seasonal and permanent financing in March, 1979.

To the extent that the City's long-term financing can be
completed by March, the maximum seasonal requirement would

be reduced.
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Seasonal Financing

The City's latest cash flow projections for its 1979 fiscal
yvear indicate a maximum need for approximately $2,200 million
of seasonal and permanent financing. The maximum cash flow
requirements occurs in march, when it is anticipated that
approximately $1,000 million of the City's $1,200 million

of annual permanent financing will have been completed,
leaving a seasonal cash flow requirement of approximately
$1,200. The seasonal and permanent financing requirements

are displayed in Table I.
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Municipal Assistance Corporation
For The City of New York

MEMORANDUM

Date : 2 June 1978
To : Gene Keilin

Frmn:Linda Seale

Re : Gift or Leocan of State Credit

In planning to provide financial assistance to New York City for the
next few years, a factor limiting the character and amount of aid
which New York State can provide to the City is the State constitu-
tional prohibition against the gift or loan of the credit of the
State (New York Constitution, Art. VII, Sec. 8). Some people have
suggested that this is an unusual prohibition and that the State
should amend its constitution in ofder to be able to extend addi-

tional aid to the City, as, for example, by guaranteeing City bonds.

New York's prohibition, however, is not an unusual one.. According

to a recent law review article, no less than forty-four states have

such restrictions in their constitutions, applicable to the extension

of credit to public and private corporations.l In many of

these states, the wording of the prohibition is analogous to the New York
provision, which roaés, "nor shall the credit of the state be given

or leaned to or in aid of any individual, or public or private
corporation or association." In another group of states such as

Ohio, there are constitutional provisions that, "The state shall

never assume the debts of any county, city, town, or township, or of
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page two

any corporation whatever...." In still other states, such as Florida,
the state may not "give, lend, or use its taxing power or credit to

aid any corporation, association, partnership, or purpose," a prohibition
which is potentially far more restrictive than New York's. The

Fléfida Attorney General has ruled that municipalities are not
corporations for the purpose of this section but Florida's prohi-

bition limits the state's debt issuance authority in other ways,

discussed below.
History

The original basis for state constitutional prohibitions against the
lending of credit was to prohibit states from becoming involved in
private industrial developmént ventures. In the early 1800's,
states and localities issued bonds and used the proceeds to purchase
vast amounts of stock in railroad companies to finance the develop-
ment of rail transportation within their borders. Asg railroads went
bankrupt, their revenues were no longer available to pay the debt
service on those bonds. Then came the Depression of 1837; and in
1841 and 1842 nine states which had been actively involved in railroad
financing defaulted. Maryland, one of the states hardest hit, was
unable to meet its current debt service for seven vyears, from 1842

to 1848,

There followed a wave of state consgtitutional fiscal reform, with

the enactment of constitutional debt limits, restrictions on the
purposes for which credit could be extended, and restrictive procedural
requirements, such as referenda, for incurring debt. Wisconsin in

1848 became the first state to prohibit the loan of its credit to

municipal as well as other corporations.2
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Following the Civil War a new surge of industrial development led to
another crisis of local indebtedness in 1873, prompting more states

to adopt constitutional debt restrictions. The Depression of the
1930s prompted another series of disruptions, as land values and
property tax revenues fell. In New York in the 1930s the Governor and
the Constitutional Convention Committee on State Finances and Revenues
both interpreted the constitutional language then in existence to
prohibit the lcoan of credit to public corporaticons as well as private.
The Committee recommended the constitutional amendment adopted in
1938, which added the phrase "public or private" before the work "cor-
poration" in order to remove any potential ambiguity. By 1977, only
gix. states (including Massachusetts and New Hampshire) did not have
constitutional prohibitions against the loan of state credit to public
3

corporations.,

Prohibitions in Other States

The particular restrictions on the lending of stafe credit to municipalitier
vary from state to state. Some states prohibit transactions which

would be acceptable under New York precedents; other states are less
regtrictive. A few examples should.illustrate that the New York

limitation is not.an unusual one.

Wisconsin's constitutional prohibition is substantially identical to

New York's: "... the credit of the state shall never be given, or

lecaned, in aid of any individual, association or corporation." (Wisconsin
Constitution, Art. VIII, Sec. 3). When Wisconsin in the mid-60s

sought to aid its communities in financing pollution abatement facilities,
it did so by drafting legislation which avoided a gift or loan of the
state's credit. The statute authorized the Wisconsin Department of

Resource Development to enter into two kinds of agreements:
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1} Agreements to pay one-third of the costs of construction
over the life of the bonds issued by the municipality, or
2) Agreements by the Department to lease facilities from a
non-profit corporation after congtruction and then to

sublease them to the municipality at a rent equal to 2/3

of the Department's payments.

Since state payments under either type of agreement would be subject
to appropriation by the state legiélature and there is therefore no
binding commitment by the state to pay, this statute was upheld by
the Wisconsin courts, using reasoning very analogous to that employed
in New York decisions, "Since there is no enforceable legal obligation
on the part of the state to pay the obligations of the building
corporations or to pay any obligations of the municipalities under
their own separate leases, there can be no lLoaning of the credit of

the state." State ex rel La Follette v, Reuter, 33 Wis. 2d 384

(1967).

Courts in other states have freguently been stricter than those in
New York in determining whether a particular state acticn is a per-
missible gift of cash ox a prohibited loan of credit. In another
Wisconsin case, for example, a cash appfopriation to the American
Legion from the state to serve as a deposit to guarantee the payment
of expenses of a national convention to be held in Milwaukee was
struck down as a gift or loan of the state's credit. In New York,
on the other hand, cash appropriations have been held not to be a
gift or loan of credit. The state legislature's actions in appro-

priating $750 million in cash to New York City and MAC in 1975 were
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upheld by the New York Court of Appeals, even though the State

issued short-term notes to fund the appropriation. (Wein v. New York,

39 NY2d 136 (1976). The court focused in its decision on the fact
that the transaction placed no burden on future taxpayers because

the short-term notes were payable within a year of issuance.

An example of a state where the restrictions on the state's authority
to lend its credit are significantly different from those in New
York is Florida, whose constitution prohibits the gift or loan of
credit or taxing power to individuals, associations or corporations,
potentially a far more restrictive provision. The Florida Attorney
General issued an opinion in 1972 stating that public corporations
are not corporations within the meaning of the provision. Before
that date, however, Florida courts had repeatedly held that author-
izing a public corporation to issue revenue bonds was a gift or loan
of credit, even though the faith and credit of the state was not
pledged to their payment. New York courts have upheld the creation
of public authorities of this type as long as the faith and credit
of the state were not pledged. Under a judicially created exception
to the Florida prohibition, such revenue bonds were not held to be a
gift or loan of credit if the primary purpose of the project to be
financed was to provide a public rather than a private benefit.
Under this doctrine bonds to finance airport construction and air-
line terminal facilities were authorized but bonds to finance indus-
trial facilities on airport sites were not. No Florida case has
tested the state's authority to guarantee loans of its municipalities,
which would be a much more diretct loan of credit than authorizing

the issuance of revenue bonds.
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Reasons for the Prohibition

The recommendation of the New York State Constitutional Convention's
Committee on Stale Finances and Revenues provided the following
reasons why states should be prohibited from loaning their credit to
public corporations:
If corporations were here defined as conly private cor-
porations, by immediate implication the State credit could
be given or loaned to every municipal or cther public
corporation. If cities found themselves in difficuilties,
or if an authority were unable to gell its securities,
they could rush to the State for assistance. One or two
such instances might do no harm, but a general use of the
State credit in this manner would dissipate the State's
credit and demolish the strongest foundation of our
State's financial structure. The committee feels strongly
that the State's credit should bhe reserved for the use of
the State only, with only such exceptions as may be speci-
fically set forth in the Constitution.
Many states have not focused explicitly on how the prohibition
against the gift or loan of credit should be applied to public
corporations. The principles expounded by the New York Constitutional
Convention, however, mirror the concerns expressed in judicial
decisions in many states concerning the extension of credit to
private corporations. These decisions reason that states should be
prohibited from making investments which are politically popular or
expedient but fiscally unsound. The authority tc impose on future

taxpavers the burden of present expenditures should be carefully

limited.

David Hume, the eighteenth century philosopher, spoke about govern-

ments contracting debt as follows:
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"It is very tempting to a minister to employ such an
expedient, as enables him to make a great figure during
his administration, without overburthening the people with
taxes, or exciting any immediate clamors against himself.
The practice therefore of contracting debt will almost
infallibly be abused, in every government. It would
scarcely be more imprudent to give a prodigal son a credit
in every banker's shop in London, than to empower a states-—
man to draw bills, in this manner, upon posterity."4
The budgets of local governments are typically large in comparison
with state governments. Although it is unusual for a single city to
have a budget larger than the state's budget, as in New York, the
combined budgets of local governments typically do exceed the state
budget. In fact, local government direct expenditures exceed those
of state governments by more than 50% con a naticnal basi5.5 If a
state were to assume responsibility for the financial affairs of all

its counties and municipalities, the state's total liabilities might

far exceed its available resources.

On a national scale the amount of debt issued by states in 1975 was
less than that of local governments, and only 25% of all long-term

6 The

municipal issuances were state general obligation bonds.
amount of outstanding local government debt (short- and long-term)
is almost double the amcunt of outstanding state debt. For a state

to take respongibility for the debts of its municipalities, therefore,

would typically more than double its potential liability.
Conclusion

State constitutions, almost without exception, restrict the power of
the State to lend its credit to municipalities., The reasons for the

prohibition are the same reasons that govern prohibitions against
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ments of public benefit: that states should not overextend their

credit and burden future generations with today's expenses.

FOOTNOTES

1) Comment, State Constitutional Prohibitions Against the
Lending of State Credit to Municipal Corporations, 26 American
University Law Review 657 (1977).

2) Tbhid.
3) Ibid,

4} Quoted in Wein v. New York, 39 NY 2d 136 (1976), quoting
New York State Comptroller Arthur Levitt's 1975 Annual Report.

5) Daily Bond Buyer, October 28, 1977.

6) Forbes, Ronald W. and John E. Peterson, Building a Broader
Market: Report of the Twentieth Century Fund Task Force on the Muni-

cipal Bond Market, McGraw-Hill Book Company, 1976.




Date: June 2, 1978

MEMORANDUM FOR: SECRETARY BLUMENTHAL
(Through Deputy Secretary Carswell)

From: Roger C. Altman

Subject: The EFCB and MAC Legislation Which Passed Last Week in Albany

Here is a summary of these two key pieces of State
~legislation which passed last week and which Bob Carswell

and I thought you might want to review.

EFCB Legislation

1. The sunrise-sunset provisions are not applicable during
the period Federal guarantees are outstanding.

2. The EFCB has the power to estimate the revenues of e
the City and the covered organizations and to formulate
the financial plan and any modification thereto in the
event that the City does not proposeé one or in the event

the approval of the EFCB ig not forthcoming.

3. City budgets must be balanced in accordance with GAAP
for Fiscal years commencing on Or after July 1, 1981.
However, tne EFCB has the power to permit a phase-in
of changes in GAAP oOr changes in the rules of applica- ot
tion of GAARP if the application thereof would have a - PRt
material adverse effect on the delivery of essential  —
services to the residents of the City. Furthermore,
the EFCB may also grant exceptions to the reguirement e
that budgets be balanced in accordance with GRAP if ;
an adjustment to the budget to accommodate an unfore- P
geen event which occurs during a fiscal year would R
have a material adverse effect on the delivery of T
essential services to the residents of the City.
There is a ten-year phase-in for covered organizations
to balance their budgets in accordance with GAAP.
Annual audits by independent public accounts are
required,

g Al
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4. A1l City revenues continue to belong legally to the
- FY¥CB, but the City Ts entitled to make all disburse-
ments in accordance with the financial plan until
ihe TIFCH determines that (i) any disbursements made O
Yo be made nave not been Or are not likely to be in
compliance with the financial plan (ii) the City has
violated any other provision of the Act or (iii) the
Ccity has violated any agreement with any holder or

guarantor of bonds or notes issued by the City.

5. The wage freeze provisions have peen deleted and
réplaced with a new provision which entitles the
EFCB to participate through December 31, 1982 in pro-
ceedings before any impasse panel, the Board of Col-
lective Bargaining ox the Appellate Division of the New
vork State Supreme Court on appeal on the issue of
whether a proposed award is within the ability of the
City to pay without increasing taxes. This deter—
mination is to be given substantial weight in the
procecedings (other factors are relevant) and is to be
subject to a de novo review in the Appellate Pivision B
(the usual appellate standard is arbitrary and capri-
cious). The final decision ig not with the EFCB as
originally proposed by the Mayor. Wwhile the statute
does not specify how a determination of ability to pay
without increasing taxes will be made, the Board of
Collective Bargaining and the courts apparently take
into account the impact on other items in the budget.
In any event, the EFCB has the power to require a
modification to the financial plan during the emergency
period (including periods after December 31, 1982) o
whether or not its view as to the City's ability to pay e
is upheld. P

6. The limitations on short-term debt and provisions as
to the maintenance of debt Service funds reguired by
the financial institutions have been accepted and in-
corporated into the legislation.

7. The executive director of the EFCB is appointed jointly
by the Governor and the Mayor and is removable by the _
board. A number of city and State officials may appoint B
observers who must not be Federal, State and City
governmental employees. b




8. The provisions of the old EFCB limiting expenditure
increases to 2% above +he total expenditures in fiscal
1976 (or such greater amount as may be justified by
substantial inflation and increased revenues) with EFCB
approval have been deleted.

MAC Legislation

The MAC legislation increases the bonding authority
by $3 billion for MAC T's and Il's and permits an additional
€500 million in short-term hofes maturing on or before
June 30, 1978 to be TSsued. These notes will not be sup-
ported by the State's moral obligation or the capital
reserve fund but are secured by a subordinate claim to the
sales tax, stock transfer tax and State aid payments appro-
priated to MAC. MAC intenés to offer these notes to the
pension funds thereby requiring an amendment to the Aamended
and Restated Agreement which must be approved by you.

A number of problems exlist with the legislation:

1. The financial institutions have reguested that a
market access reguirement, i.e., that the City have full
access to public markets, be added to the definition of
"emergency" period which must be satisfied prior to any
sunset of the EFCB's powers. Felix Rohatyn presented a
ietter to the State legislature indicating that the
commitments of the financial institutions were jeop-
ardized by the failure to agree £o this reguircment.
Meetings are planned in New vork City this week to
resolve this problem.

2. All provisions of the legislation other than the
§500 million MAC note authority are conditioned upon
EheApassage'of Federal guarantee lJegislation prior

. Fo December 31, 1978. Until such Tegislation is passed,
the provisions are inoperative; if such legislation is
not forthcoming, the legislation expires on December
31, 1978. The Senate and Assembly Majority viewed the
provisions as reflecting the package nature of the
deal. Objections pased upon the inappropriateness of
such conditions before Senate hearings on the guarantee
legislation and upon the likely political impact were
rejected.




The legislation also restricts the ability of the
State to advance monies to the City before their due
date. Again, objections based upon the pclitical
impact of this provision were rejected. In this
connection, the Governor's ataff indicated that there
would be no practical effect upon the State's ability
to advance reguired legislative action in any event
and the due dates for most State aid programs were
stated as "on or before" certain specified dates in
the applicable legislation. In their view, this
provision was directed at cases in 1975 where the
Governor advanced funds to the City prior to the due
date without a colorable argument under the applicable
State legislation and was designed more for its
political impact in the State than its substantive
impact. ,

The statute is inconsistent with the existing draft of
the guarantee legislation and the extension of P.L.
ir-236 in that {a) exceptions toO balanced budgets in
accordance with GAAP are permitted in certain limited
circumstances ané (b) the State covenant is not tied
to the 10% holding test in the draft of the P.L. 94-236
extension. In the latter case, the projections
indicate that the pension fund holdings would be below
the 10% limit within 15 years (the expected duration
of the guarantees) and that the substance of the
provision in P.L. 94-236 would be satisfied although
technically the covenant would not be tied directly

to the holdings. The Senate and Assembly Majority
refused to tie the State covenant directly to the
level of the holdings. Adjustments in the language

of both the guarantee and P.L. 94-236 extension bill
will be required.

As indicated above, you will be required to approve ou
" an amendment to the Amended and Restated Agreement
to pgr@it_thg_ggggiggﬁﬁgg@s to invest in 5500 million

of MAC short-term notes.
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For the Year Ending June 30

(¢ In Millions)

1979 1980 1981 1982
Uses of Cash
From Operations
Deficit (Surplus)
Proceeds from current and
future sales of bonds S 529 379 251 s 109
Increase (decrease) in accounts
receivable 252 - - -
Decrease (increase) 1in accounts
payable, accrued liabilities and (152) - - -
other liabilities
Provision for disallowance of
aid revenues (100) {100) (100) (100)
Funds used in operations 529 279 151 9
Capital Disbursements
Federal and State 413 446 547 669
City 303 403 586 640
Reduction of Short-Term Borrowings
Seasonal Loans 1200 1100 1000 1000
State Advance 800 400 300 200
Disallowances Paid 100 100 100 100
Qther -~ Net 244 38 - -
Total Uses 3589 2766 2684 2618
Sources of Cash
Recelipt of Federal and State Capital
Funds 409 448 549 669
Proceeds from Short-Term Borrowing
Seasonal Loans , 1200 1100 1000 1000
State Advance 400 300 200 100
Proceads from sale of Serial Bonds 500 500 687 749
Transfers From MAC 732 382 150 -
Other ~ Mitchell Lama Proceeds 41 ~ - =
Total Sources 3282 2730 2586 2518
Net Sources (Uses) of Cash (307) (36) {98) (100}
Unrestricted Cash-beginning of period 870 470 434 336
Restricted Cash-Debt Service Fund {93) - - -
Unrestricted Cash=-end of period $ 470 $ 434 $ 336 S 236
5/31/78

Revised



Municipal Assistance Corporation
For The City of New York

MEMORANDUM

Date : 31 May 1978
To : NEW YORK CITY WORKING GROUP

From: Lfugene J. Keilin, Executive Director

Re

I think you may be interested in the attached.



State of New York
Municipal Assistance Corporation
For The City of New York

Two World Trads Center .
Eugene Keilin

Feli{( G, Rohatyn New York, N. Y. 10047 Executive Director
Chairman

{212) 4B8-5720
Board Members

Francis J, Barry

George M, Brooker

Thomas A, Coleman

Thomas D, Flynn

George D, Gould Writer's Direct Wira: {212) 488-

Dick Netzer
Robert C, Weaver

May 26, 1978
Gentlemen:

We met yvesterday with representatives of the city's
commercial banks, savings banks and insurance companies
who have agreed conditionally to invest almost $1 billion
in MAC bonds over the next four years. One of the
conditions attached to their agreement is also contained
in pending Federal guarantee legislation, namely exten-
gsion of an agency like the Emergency Financial Control
Board for the life of their investment.

The legislation which you are currently considering to
extend and modify the Control Board contains a "sunset"
provision under which many of the Control Board's

powers drop away on the happening of certain events, to
be restored should certain developments occur thereafter.
Although it was not contemplated in their original
agreement, we believe that this sunset concept can

be accepted by the financial institutions.

However, the financial institutions believe that a
condition of sunset should be the City's ability to
market its bonds and notes to the public.

This ability would be demonstrated either by actual sales
to the public or, if the City chose to obtain financing
in some other way, by the opinion of independent experts
that the City could have made such public sales. Since

a major purpose of extending the Control Board and
adopting the Four-Year Financial Plan is restoring the
City's access to credit, we believe that this test is

not unreasonable.



STATE OF NEW YORK

DEPARTMENT OF AUDIT AND CONTROL

ALBANY

ARTHUR LEVITT
STate COVPTROLLER

JOHN R.THOMPS ON
FIRsT DespuTy COMPTROLLER

May 19, 1978

Mr, Eugene Keilin

Executive Director

Municipal Assistance Corporation
for the City of New York

Z World Trade Center

New York, New York 10047

Dear Mr. Keilin:

I have discussed with the Comptroller your letter and enclosures of
May 18 responding to the Comptroller's letter of May 11 to the legislative
leaders with respect to the bill increasing MAC's borrowing authority from
$5. 8 billion to $8.8 billion.

The thrust of your letter is that the revenues supporting the proposed
$3 billion of new MAC bonds will be more than adequate to pay the deht serv-
ice on these bonds. As a result, you say, the State's "moral commitment",
if expanded to cover the new bonds as proposed, '"need never be called upon',

For present purposes, we assume the validity of your figures on debt
service and its projected coverage by MAC revenues (sales and stock transfer
taxes, per capita State aid and perhaps a small amount of debt service on
City bonds MAC may receive), However, the Comptroller does not regard
them a2s an answer to his thesis that a $3 billion increase in the State's contin-
gent "moral commitment! liability would be improvident, This "moral com~
mitment” liability already exceeds $12 billion as compared with the State's
full-faith-and-credit debt and guarantees totaling $4 billion. The experience
of the last three years shows that such contingent liabilities can well become,
in effect, actual liabilities during the life of long-term financing. It shows,
in addition, that the mere existence of the "moral commitment! liasilities has
an adverse impact on the recurrently necessary sale of new full-faith-~and-credit
State oblipations. Moreover, as stated in the Comptroller's letter of May 11,
the revenues supporting the new $3 billion of MAC bonds are less assured than
those supporting the presently outstanding bonds. However the new bonds are
structured, there will be $8.8 billion of bonds supported by the revenues now



Mr. Eugene Keilin
May 19, 1978
Page 2

earmarked to support $5.8 billion of bonds (plus, to be sure, the debt
service on the small amount of City bonds which MAC may receive).

A fortiori, the risk of the "moral commitment! being called upon, modest
as it may appear, would be increased by the $3 billion expansion of the
"moral commitment',

The Comptroller!s May 11 letter assumed, as MAC!s memoran-
dum in support of the proposed legislation stated, that the new bonds would
be issued under a Third Resolution, In that event, their claim on the
regular MAC revenues would by definition be subordinate to the claims for
debt service on MAC's presenily outstanding bonds and thus less secure.
Your May 18 letter now indicates that most of the new bonds would instead
be issved under the First and Second Resolutions. In that case the support
for the new bonds would be somewhat better but support for the outstanding
bonds would be diluted. Under either proposal there would be an increased
chance of the State's "moral commitment' being called upon.

Sincerely,

First Deputy Comptroller

Hon. Stanley Steingut

Hon, Warren M, Anderson
IHon. Perry B. Duryea, Jr.
Hon., Manfred Ohrenstein
Hon. Huph L. Carey



Felix . Ruhatyn
Chairman

Booard Mambaers
Francis J, Barry
George M, Brooker
Thomas A, Coleman
Thowas O, Flynn
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State of Now Yori
Municipal Assistance Corporation
For The City of New York
Two World Trade Center

Now York, N. Y. 10047 Eugene Keilin
Executivae Director

(212) 488-5720

Writet's Drircet Ware (_?_L?ﬁ)__/_lgﬁ_

18 May 1978

Honorable Arthur Levitt,
Comptroller

STATE OF NIty YORK

270 Broadway

New York, New York 10007

Dear Mr. Comptroller:

In your letter dated May 11, 1978, addressed to leaders of
Lhe State Legislature, you expressed concerns regarding the
Lill introduced in the State Legislature to increase the
borrowing authoritv of the Municipal Assistance Corporation
from $5.8 billion o $8.8 billion. This letter responds to
certain of those concerns.

The creation of MAC, and each previous increase in its
borrowing authority, have been the State's financial soluy-
tion to the continuing inability of the City to obtain, on
its own, the credit it requires. The current request for
additional borrowing authority is & necessary continuation
of the same basic plan.  Although it is only one element of
an integrated plan to help the City, it is an essential
element designed to obtain Federal government guarantecs for
New York securities. Despite substantial progress in meet-
ing the fiscal targets set out for it, the City remains at
pPresent unable Lo gain access Lo the public credit markets,
Moreover, the Foderal government insists that itsg participa-
tion is conditioned On maximum possible local effort, in-
cluding substantial participation by the State of Now York.

seretary Blumenthal wrote in his recent letter to
“0r Anderson:
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18 May 1978
Honcralle Arthur Levitt
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"Treasury's position is that MAC's authority to
issue debt should be increased to its maximum
aconomic level, regardless of whether the State
advance i1s bonded or not. This expansion is
necessary to give the City maximum Flexibility
o meclbs its true capital neceds, to finance the
remaining operating expenses in its capital
budget, and possibly ko improve the maturity
and cost structure of its debt."

Your own position on the use of the State's "moral commit-
ment" is a long-standing one. While we respect that posi-
tion, we believe the proposed increase in borrowing capacity
is as essential and prudent today as the creation of the MAC
was Ln 1978. However, we are particularly concerned to note
vour speclal reservaltions about the current proposal. The
balance of thig letter, and the data attached, are designed
to supply certain relevant information which might point to
other cenclusions and which you may not have had before you
previously. We are available to answer any guestions you or
yvour staff may have.

You state in your letter that the new $3 billion of bonds
and notes would be issued under a new Third General Bond
Resolution, and that the revenues supporting the new bonds
arc less assured that those suppcerting the Corporation's
presently outstanding obligations.

IF'or the most part, discussions concerning the Four-Year Plan
have assumcd that additional MAC bonds would be issued under
the I"irst or Second General Bond Resolution. Recently, we
have considered selling Third Resolution Bends to the City
Pension Fundsg and Sinking Funds as a substitute for approxi-
mately $700 million principal amount of City bonds scheduled
to be purchased this month by these Funds. Our basic plan,
howaever, has not chanced, and we expect Lo issue a major
part of the $3 billion additional bonds under the First or
Second General Bond Resolution. Such bonds would bhe securcd
by, and have an egual lien on, the same revenues supporting
MAC's currently outstanding cbligations.

S olong as the revenues suppoerting our bonds are sulficieont
to provide annual debt service payments, the State's "moral
commitment” nceced never be called upcen. To protect the
State's finances and also to make the bonds attractive to
investors, we have adepted a number of bond covenants de-
signed to assure the adequacy of future revenues. As you
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know, we have put a "cap” or maximum on our Pirst Resolution
Bonds, so that no more than $425 million will ever he
required in any year to make payments on these honds. The
remaining sales tax and stock transfer tax nolt nceded for
First Resolution purposes and all of per capita aid, arc
available to our Second Resolution Bonds. To provide a
substantial margin, we have adopted a coverage test under
our Second General Bond Resolution which requircs that there
be $2 in available revenue for every $1 in principal and
interest on all Second Resgolution Bonds as a prerequisite to
issuance of any additional bonds thereunder. This "two
times" coverage test helps assure that future revenucs will
be adeguate to meet debt service payments.

Since these are the coverage tests which govern issuance of
bonds under our existing bonds rescolutions, it is signifi-
cgankt that all of the $3 billion in requested bonding autho-
rity could he isgsued under these existing resolutions. As
the attached tables and text indicate, $3 Lillion in MAC
Bonds could be issued for purposes contained in the Four-
Year Plan, without violating the "cap" on our First Resolu-
tion or exceeding the coverage under the Second Resolution.
While the specific timing and uses of MAC Bonds may differ
in the Plan as finally developed and implemented, these
figures indicatce the extent to which we have economic capa-
city under cur existing coverage tests.

Just as the entire $3 billion in bonds could be issued under
our existing bond resolutions and coverage tests, some or
even all of this amount could be issucd under a new bond
resolution without signficant risk to the State's finances.
Since the total of bonds will be fixed at $3 billion by the
legislation, and the total revenues available to MAC will
remain the same, the economic capacity te provide for bonds
of a given makturity and interest rate will be the same under
whichever bond resolution they are issued.

In fact, any bonds issuced under the proposed new bond re-
soluticns would also have available for thelir repayment
payments of debt scrvice received by MAC on City general
obligation bonds which would be purchased with the proceeds
of all bhonds sold under a new resolution. However, we
cmphasize thalbt the coverage calculations which we have
attached disrcegard any revenues received dircctly from the
City and rely exclusively on the streams of State revenuc
currently available to MAC., DBven 1if all 53 billion of
additional honds were to be issued as Third Resolution
Bonds, curront levels of revenues now available to MAC will
provide more than sufficient funds to scrvice the entire MAC
debt.
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If we can provide any additional information, please let us
know.
Very truly yours,

MUNICIPAL ASSISTANCE CORPORATICN FOR THE CITY OF NEW YORK

Lugene J. Keilin
Executive Director

Alttachments
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LIFE INSURANCE COUNCIL OF NEW YORK
INCORPORATED Pooiad o b
630 Fifth Avenue
New York, New York 10020
(212) 489.9694

PETER ]J. FLANAGAN
President

TO: Participants at the Big Mac FROM: Peter J. Flanagan
Meeting

RE: See Enclosures DATE: May 17, 1978

Enclosed is a roster of those who attended the meeting with
representatives of the Municipal Assistance Corporation on
Monday, May 15, 1978 at the Equitable Life. Also enclosed

is an updated formula for life insurance company participation
in the Big Mac package.

Please let us know if you have any questions.

/i% ﬂ %7&/%”” / 712
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MUNICIPAL ASSISTANCE CORPORATION

Metropolitan Life
Equitable Life
New York Life
Mutual Of New York
TIAA

Guardian Life

Home Life
Manhattan Life
United States Life

Security Mutual Life

Assets

12731776

$37,502

22,430

14,859

5,418

5,184

1,392

1,338

430

369

219

TOTAL: 89,141

Assets
% total

42.0

25.0

99.7%

Suggested

g84. MM

50. MM

33.4 MM

12. MM

11.4 MM

$200 MM



BIG MAC MEETING AT THE EQUITABLE

Monday, May 15,
Roster

1978

AFFILTATION

CANADA LITE

CITY OF NEW YORK

EMERGENCY FINANACIAIL CONTROL BOARD

EQUITABLE LIFE

GUARDIAN LIFE

HOME LIFE

LICONY

METROPOLITAN LIFE

MUNICIPAL ASSISTANCE CORP.

MUTUAL OF NEW YORK

NEW YORK LIFE

SAVINGS BANK ASSOC. OF N.Y.

SAVINGS BANKS (representative)

TEACHERS INSURANCE

NAME

Alfred Kelly

William Cobbs
James Bingham

Donald C. Kimmerfeld
Michael Smith

John T. Fey
Raymond McCron
Richard Dicker
Ashley Bladen
John A. Fabian

Peter J. Flanagan

George M. Crandler
Anthony Williamson

Felix Rohatyn
Eugene Keilin

David Bullwinkle
Herbert Strong

Donald K. Ross
Harold K. Herzog
Spencer H. Schroeder
Leopold Rassnick

Robert Rivel

Frank J. Pados



MUNICIPAL ASSISTANCE CORPORATION

Capacity to Igsue Additional Debt

The following Tables illustrate MAC's capacity to issue ad-
.ditional debt under existing bond resolutions for purposes
for which the City will require financing prior to June 30,
1982. As the four-year plan undergoes further development,
the debt actually issued may differ from the bonds projected
here, but these Tables indicate MAC's ecconomic capacity to
issue additional debt.

Uses of Debt

These Tables reflect the issuance of $1 billion in bonds for
City capital projects, $900 million to finance operating ex-
penses during the accelerated period of their phase-out from
the capital budget, $800 million to eliminate the annual State
advance, and $300 million to meet MAC's capital reserve funding
requirement. These uses are illustrative, and may be modified
in the final plan.

Tvpes of Debt

It is assumed that $450 million in bonds will be issued under
MAC's First General Bond Resolution and the remaining $2.550
billion under the Second General Bond Resolution. Interest
rates are assumed to be 8%. Of the total, $1.8 billion is
assumed to be issued under structural constraints applicable

to City bonds -- that is, as serial bonds with payments of
principal throughout the life of the bond. The remaining $1.2
billion is assumed to be term bonds, with sinking fund payments
as indicated.

Timing

The Tables assume issuance of the additional MAC Bonds during
the fiscal years 1979-1982. Some of these bonds may be issued
in the current fiscal year to City pension funds.

Coverage

Coverage calculations assume continuation of MAC's existing
revenue streams at current levels. No assumption is made about
growth in revenues, such as the Sales Tax. Table II demonstrates
the coverage on all First Resolution Bonds after issuance of an
additional $450 million. Table III demonstrates that the remain-
ing Second Resolution Bonds can be issued with minimum coverage of
2.11, more than the covenanted minimum of 2.0 times coverage.

Refunding

Although MAC is considering refunding some of its outstanding
bonds, it has not yet finalized a program for this purpose, and
not refundings are included in the Tables.

May 17, 1978
Revised '



Summary of Plan

Table I

Table II

Table IIT

Contents

Debt Service on $3 billion in Additional Bonds
Tc Be Issued During Four Year Plan

First Resolution Debt Service After Issuance
of Additional Bonds

Second Resolution Debt Service After Issuance
of Additional Bonds

Uses of Proceeds

Tahle IV
Table V

Table VI

Table VII

Timing
Table VIII
Table IX
Table X

Table XI-

$1 billion to Finance Capital Projects

$800 million to Finance State Advance

5900 million to Finance Expense
Phase-0Out Period

$300 million to Finance Capital

"Iunds

Bonds

Bonds

Bonds

Bonds

Issued During Fiscal Year
Issued During TFiscal Year
Issued During Figcal Year

Issued During Fiscal Year

Items During

Reserve

1979
1980
1981

1982
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Municipal Assistance Corporation
For The City of New York

MEMORANDUM

Date : 16 May 1978

To : Legislative Staff Membersg
From: Municipal Assistance Corporation

Re : Capacily to Issue Additional Debt

Following are schedules of First and Second Resclution MAC Bonds
which show the debt service payments on bonds presently outstanding
and on such bonds combined with additional MAC bonds proposed to be
issued pursuant to the City's Four-Year Financing Plan.

The schedule of the First Resolultion Bonds also shows the "spill-over"
available after First Resolution debt service, for the Second Reso-
lution Bond purposes.

The schedule of the Second Resolution Bonds also illustrates the
coverage on such bonds provided by revenues presently available to
the Corporation.

On FPirst Resolution debt it should be noted that the coverage is
essentially fixed by the $425 million 'cap' of maximum annual debt
service which the Corporation has covenanted, at 2.71 times avail-
able revenues.

Coverage on Second Resclubtion Bonds is based on revenues received
over the 12 months ended March 31, 1978: $910 million Sales Tax;
$240 million Stock Transfer Tax (net of surcharge); $350 million
net Per Capita Aid. In all years the coverage on the Second Reso-
lution Bonds exceeds the 2.0 times coverage which the Corporation
has covenanted, by substantial amounts.



MUNICIPAL ASSISTANCE CORPORATION

FIRST RESCLUTION

{In % Thousands)

Debt Service cn Present Outstanding and
Additional $432 Milliong with Spillover

Fiscal Pregently 1/
Year Outstanding Additional Total Spillover—
1979 303,444 3,733 307,177 767,823
1980 321,869 31,110 352,979 722,021
1981 307,624 45,331 352,955 722,045
1982 298,542 46,816 341,858 733,142
1983 376,587 51,012 427,598 647,402
1984 276,125 50,015 326,140 748,860
1985 329,351 49,973 379,324 695,676
1986 377,974 46,823 424,797 650,203
1987 371,200 46,790 417,990 657,010
1988 373,315 45,688 419,002 655,998
19895 377,251 44,447 332,805 742,195
1990 375,083 43,216 423,298 651,702
1991 373,165 41,947 415,111 659,889
1992 373,155 40,689 413,844 661,156
1993 365,531 39,292 404,844 670,177
1994 365,471 37,907 403,378 671,622
1995 356,763 36,482 393,245 681,755
1996 35,020 35,020 1,039,986
1997 33,513 33,513 1,041,482
1998 31,978 31,978 1,043,027
1699 30,399 30,399 1,044,601
2000 12,250 12,250 1,082,751
2001 11,615 11,615 1,063,386
2002 4,860 4,860 1,070,640

TOTAL 6,022,450 867,953 6,890,403
NOTL:
1/ Based upon revenues collected during 12 months ended

March 31, 1978,
$240 million Stock Transfer Tax

of $910 million in Sales Tax and
(net of surcharge).



MUNTICLPAL ASSISTANCE CORPORATION

SECOND FESOLUTION
Debt Service on Presently Outstanding and
Additional $2.4 Billion with Coverace

(In $ Thousands)

Piscal Presently )
Year  QOutstanding Additionall/ ____Total Coveraggﬁ/
1879 155,653 6,100 161,753 6.65
1980 155,651 24,100 179,751 5.98
1981 189,719 127,668 308,386 3.49
1982 179,925 167,066 346,991 3.10
1983 189,491 216,330 405,821 2.65
1984 187,627 226,145 413,772 2.60
1985 187,606 243,961 431,568 2.49
1986 214,292 240,501 454,793 2.36
1987 215,170 236,927 452,097 2.38
1988 253,343 233,240 486,583 2.21
1989 250,690 229,437 480,127 2.24
1290 247,940 225,519 473,459 2.27
1991 244,330 221,488 465,817 2.31
1992 246,021 217,341 463,363 2.32
1993 256,404 213,081 469,485 2.29
1994 238,625 238,625 4.50
1995 234,048 234,048 4.59
1996 229,356 229,356 4.69
1997 224,540 224,540 4.79
1998 219,604 219,604 4.90
1999 214,548 214,548 5.01
2000 195,471 185,471 5.50
2001 165,148 165,148 6.51
2002 162,314 162,314 6.62
2003 159,422 159,422 6.74
2004 156,460 156,460 6.89
2005 153,434 153,434 7.01
2006 150,341 150,341 7.15
2007 147,176 147,176 7.30
2008 143,945 143,945 7.47
3,312,971 5,623,346 8,936,313

1/ $2.417 million

2/ Coverage is based on collections in the twelve months
ended March 31, 1978, of $910 million Sales Tax, S240
million Stock Transfer (net of Surcharge), $350 million
net Per Capita Aid less $425 million First Resolution
Cap.
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DERT SERVICE FORECAST
FIGCAL YEARS 1979 to 2000

($ Thousands)

® © © ® 9 w v

Fresent Debt New Hebt TOTAL DERT
Fiscal Year Redemrt Interest Redemst Interest Redemrt Interest TOTAL Tax Rate
1979 B&G s 284 398,829 A4+397 76141 849681 474+971 193445652 8,87
1980 6392504 3346076 25,0561 124504 7349865 4429380 12197544 8.77
1981 531319 278:11% 143,908 174352 &75 227 452471 1,127+ 658 £.75
1982 431+820 237714 2O 422 219,325 £32242 457039 1,089,281 8.64
1783 41462186 207326 2575511 268234 473697 475561 1149258 8.469
17284 400367 178+145% 207298 3209337 LB7 v 666 498484 1,186,147 8.73
1985 24462599 149728 320012 371,483 bHEr 61l 521,211 1,187+822 8.70
1286 232:8479 130071 343+ 343 42445082 B57465 192 554132 1130325 B.52
1987 205,758 115439 214825 477504 522,583 S92 P43 123115526 .46
1988 182,397 101333 3475441 531734 %29,838 633267 1,163,105 8.56
1989 155,587 g8,288 371084 583,889 HA4 &73 &729177 is218,850 8.68
1990 135097 P61 E95 428767 46339192 563,863 709787 1v273 650 8:.79
1991 1147352 &é s 250 46454654 4680095 581006 7461345 1:327+¢351 g.89
1992 82y705 570562 4946957 7249892 586+ 662 783+253 1s3709615 .97
1993 87035 53720 501,248 7692469 588283 22:.98% 1411272 ?.03
1994 829200 495054 543,971 812240 631v891 861294 1,493+ 185 9.20
1995 77¢183%5 44583 8570248 853r144 447433 8272727 1:547,180 + 29
1996 751343 409235 598,947 892,722 475290 P2 956 12608246 G .40
1797 73078 365039 &425 156 2R0s 066 7i5:234 26465105 1,581,339 ?.54
1998 &7 3608 31:694 4636031 Q649795 7554689 P95y 449 1,792,138 Qb7
1999 25192 280861 737v463 P25y 333 7922854 1,024,393 1:824,247 Q.77
2000 57732 2459734 784,593 1024722 844,323 1,049,476 1893801 ?.91
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Fiscal
Year

19779
1280

1281
1982
1983
1984
1985

1986
1987
1788
1789
1920

Notes?

1.

3

Rerort

I
a

I

Is the bzlance after deducting Balamce for Oeerations from Lonstitutionzsl Tax
“hw the collection- :

Tax
Rate

8.87
B.77

8.7
8.64
8.469
8.73
B.70

8.5

B.46
B.56
B.48
g8.79

ncludes debt
eht servicer

s arrived at
revenyes and

DEET SERV,

Tax Levy

By E72+095
3305y 306

1299379
22925365
3r344,824
Iy395.120
3+4146-108

3r 379,168
22 390,069
3r4464+871
3+r3446+584
316279016

Net
Collection

MNMMMummH
3504655011

250679742
3:060+110
3r110:687
3v157 9462
Irl76981

Ir142,626
Ir152y764
292229330
32298323
I 3739124

service on funded debis

#1lts & reserve far

=4

less offsetting revenues and rrior wesrs collections sllocstable to
uncallectzble levy.

NEW YORK CITY
BUDLGEY FORECAST

TAX AND

FISCAL YEARS 1979 TO 1990

{$Thousands)

Iiept Service

{Note 1}

14287095
1+1467,8056

1v126879
1,090,085
1:1334812
1,171,258
1171772

1109770
1:095+425
1:1472482
12206022
1r263+048

Bzlance for

Orerstions

2+0B5-060
29137300

2y172+300
22202300
2211412

22239863
2:244¢3364

2249398
292945444
253174388
2340542
213635968

Available for

EBurigel
(Note 2)

129922629
29014.764

2051 064
2074829
21205274
2y131.135
2150509

Z2r174+575
2:198,982
$ 220,818
rvrhou$ﬁ3
2926505

Consitutional

Tay Limit

2:085,000
25137:500

Mwuvmumoo

s 202500
rnMMH*bHJ
22238863

2y244:336

222469398
Pr2P4,444
2317388
29340542
2353968

Restructure

Amount
(Note 3)

bu deducting from the gross collections zn amount for debt service on funded debt less offsetiing

rrior collection

TAXy

rates
DEBRT CQUTS5TGF

T 8T

oF

allocatable to debt service less gross

uncollectzbles.,

Limit addusted
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service on funded debtr less offsetting revenues and rrior wears collections z3llocstahle o

NEW YORK CITY

TAX ANED

BUDGET FORECAST
FISCAL YEARS 1979 TO 1990

($Thousands)

Balance for

4dvailable for

Orerations Bydzet
{Note 20
22037905 1,248,953
2r131.320 2:;008+686
2,171,914 2s0505479
rwmowwmoo 2:074+8264
s 2114412 291205269
‘[\1\rquwquW|!lil|ﬂUmmM 135
22244336 29150509
22469398 22174575
2:294y444 2:198,982
2s317+388 2+220818
22340562 2:242:672
22348+ 374 2250554

Comnsitutional

Tax Limit

250855000
22137500

2172500
2202500
2211412

RO F T B

2:2445336

2r269 398
29294444
2¢317.,388
29340542
2236319468

Restructur
amount
(Note 33

432676
G731

545

14500

by dedueting from the gross callections an smount for debt service on funded debt less oﬁwmmﬁﬁw:m
Frior collection zllocatable to debt service less gross uncollectables,

Fiscal Tax Nat
Year Rate Tax Levu Collections Ilebt Service
(Note 1)
197¢ 8.75% 3r325,000 3:083r600 1287095
1980 8.75% 2298750 20585931 11675430
1981 B.75X 3298+ 750 3067178 1,126,836
iegz B.54 392920562 320605107 1,090,062
1983 B.46% 3e344+827 3s110:489 11335414
o A984 - B 73 - —BrI0Ty IR0 - - Z»1STF 44D - Iy iT 250
1985 8.70 Ir4162,108 35176981 19171772
1?84 g8.52 3+379: 148 2r142,4024 12109770
1987 8.46 3r390s069 3152y 764 12095425
19383 B.54 3r4464,871 w.mmw*wwo 1:147-482
1289 8.48 3+s544-584 P 2982323 1206022
1990 B.75% 3r511ls424 uwwmmwﬁwh 12263048
Notest?
1+ Includes debt
debt servicer rlus 3 reserve for uncollectzhle leve.
2+ Is arrived at
revenues ard
3. Is the balance after deducting Balarnce for Orerstions from Constitutionzl Tax
. be the collection rate. .
Herort - NEBT SERV: TaxXr DEBT QUTSTOF w:mqmm

Limit adliusted
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322228+000
21122000
19000000
Z1+000:G00
410,000,000
27EL000,000
20000000
29000000
25000000
&r 00000
18000000
70002000
29,000:000
25000000
&y 000G+ 000
18000000
27,600y 000
200,000 000
34,000,000
34,000,000
10000000
23,000,000
124,000,000
3420002000
34,000,000
10000000
23000000
1240005000
200,000y 000
45, 000000
S5 G00 000
235000y 000
Z0y 000 CO0
1970005000
450005060
55y 000,000
23000000
200002000
1970005000
A4 0007000
40000 GO0
480005000
ToL 000,000
23BLCN02000
44,000,000
4050005000
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in
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in
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in
in
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. —ABs0005000 -in 19822

ZGL000-000 in 192822

move Deen resds
1978~1 at 9.000% con’
1978~1 at 9.000% CON
1978-2 at 2.000% LEV
1978~-2 at 9.000% LEV
1978-2 at 8.000% CON
i578-2 at 8.0004 CON
1978-2 at 8.000% LEV
i97%-1 =2t 8.000% CON
1979-1 at 8.000%Z CON
1979-1 2t 8.000% CON
16791 =t B.000% CON
19791 at 8.000% CON
1979-2 =t 8.000% CON
1979-2 at B.000Z COoM
19792 =3t 8.000Z CON
1979-2 =t 8.000% CON
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1980~1 at 8.000% CoM
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1980~2 at 8.000% CON
1980-2 =t B.000%Z CON
1980-2 st 8.000% CON
1980-2 at B8.000% CON
1980-2 at 8.000%Z CON
i981i-1 st 8.000% CON
19811 at B.000% CON
i5g21~1 at 2.000% CON
1i981-1 &t B.000% CON
1981-1 =t 8.000% CON
ipgi~2 at 8.000% CON
1$81-2 =2t 8.000% CON
1981~-2 at 8.000% GO
198i-2 at B.000X CON
1981-2 =t B.000X% CON
ieg2-1 st B.000% CON
19g2-1 st 8.000% CON
1982-1 at 8.000% CON
i9g2-1 at 8.000% CON
121 at B.000X% COoN
1982-2 at 8.000% CON
1982-2 =t 8.000% CON
st Be00% CON-
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First
First
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First
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First
First
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First
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First
First
First
First
First
First
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Frin.
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Frin.
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months and
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months and
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months and
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months and
months =nd
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months and
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months and
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months snd
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months and
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months and
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months and
months arnd
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months and
months andd
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months and
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months and

Fagments
7 rauments
ravments
4 wsauments
Fauments
7 pauments
8 rauments
4 rauments
¢ rauments

i4 savments
19 rpauments
29 rauments

4 paunenis
g wavments

14 rauments
19 rauments
29 ravments
14 ssuments

4 epauments
¢ pauments
Fauments
rauments
ragments
4 rauments
? wauments
i4 pauments
19 sauments
28 wauments
14 sauments
4 pauments
? rauments
14 pauments
19 rauments
29 pauments
4 sauments
¢ sauments

14 raumenis
19 rpauments
29 pauments

4 rpzuments
@ pauments

14 rauments
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for
for
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for
for
for
for
for
for
for
for
for
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for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
for
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19 pauments

for
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FENSION FUNIS

FENSION FUNDS

SINKING FUNDS

SINKING FUNDS

FENSION FUND MAC 3
FENCION FUNDS MAC 3
SIMKING FUNDS MAC 3
ERICKS AND MORTAR (3
ERICKS AND MORTAR (10}
ERICKS AND MORTAR (132
BRICKS AND MORTAR (20)
ERICKS AND MORTAR (30)
ERICKS AND MORTAR (3)
RRICKS AND MORTAR (10D
BRICKS ANDMORTAR (13}
RRICKS AND MORTAR (20)
BRICKS AND MORTAR (30)
STATE ADVANCE (132
ERICKS AND MORTAR {(3)
ERICKS AND MORTAR (107
BRICKS ANIN MORTAR (159
ERICKS AND MORTAR (20)
BERICKS AND MORTAR (30)
ERICKS AND HORTAR (3
BRICKS AND MORTAR (102
ERICKS ANDIN MORTAR (137
BRICKS AND MORTAR (207
RRICKS ANDI MORTAR (30
STATE aDUANCE (130
ERICKS AND MORTAR (3)
ERICKS AND MORTAR (10)
LRICKS AND MORTAR (135D
BRICKS AND MORTAR (203
ERICKS AND MORTAR (30)
RRICKS AND MORTAR (3
ERICKS ANI MORTAR (10)
ERICKS AND MORTAR (135)
RRICKS AND MORTAR (200
BRICKS AND MORTAR (30)
RRICKS AND MORTAR (0)
BRICKS AND MORTAR (10D
BRICKS AND HMORTAR (135
BRICKS AND MORTAR (209
BRICKS aND MORTAR (30)
BRICKS AND MORTAR (32
ERICKS AND MORTAR (10}
~RRIEKS -AND-HMORTAR (157
RRICKS AND MORTAT (20
BRICKS NI HORTAR (303



MUNICIPAL ASSISTANCE CORPORATION
NET COST
{$ Millions)

Increased Loss in

Fiscal Additional Funding Cost Real Property Levy Cost of
Year cf City Approach Under MAC Plan City Plan
1979 26.5 11.3 15.2
1980 36.8 64.4 (27.86)
1981 36.1 69.2 (33.1)
1982 35.3 26.4 8.9
1983 34.6 16.5 18.1
1984 33.7 33.7
1985 32.9 32.9
1986 31.9 31.9
1987 30.9 30.9
1988 29.9 ~29.9
140.8

05/12/78



INCREMENTAL PFUNDING COST OF CAPITALIZED EXPENSE FINANCING

(S Millions)

(1) (2}

City Plan MAC Plan Additional Cost
79 6.9 (19.6) 26.5
80 17.4 (19.4) 36.8
81 54.4 18.3 36.1
82 69.9 34.6 35.3
83 77.4 42.8 34.6
84 76.0 42,3 33.7
B85 74.6 41.7 32.9
86 73.0 41.1 31.9
87 71.3 40.4 30.9
88 69.6 39.7 29.9
89 67.7 38.9 28.8
90 65.7 38.1 27.6
91 63.7 37.2 26.5
92 61.5 36.2 25.3
93 88.4 88.4 0
94 84.5 84.5 0
95 41.6 41.6 0
96 13.6 13.6 0
97

(1) 410/13 (2) 410/13
20/8 20/8
273/7 200/4
73/3

$332 BAN Bond
$605 BAN Bond



79
80
81
82
83
84
85
86
87
88
89

90

LOSS IN PROPERTY TAX DUE TO TAX RATE IN EXCESS OF CAP

City
39.6

18.6

($ Millions)

50.9
83.0
73.5
26.4

19.3

Excess

11.3
64.4
69. 2
26.4

16.5



PROPOSED $4.5 BILLION FINANCING PLAN

Amount
($ Millions) Sources of Funds Security

500 City Pension Funds Guaranteed

500 State Pension Funds Guaranteed
1,000 Financial Institutions MAC 2

500 City Pension Funds MAC or City
1,000 Public Offerings MAC 1 and 2
1,000 Public Offerings MAC 3 or City*
4,500

* Back-up: Guaranteed bonds purchased by City and State Pension
Funds.

Terms of Guaranteed Bonds:

City bonds or new State agency.

15-year final maturity.

Fully guaranteed, principal and interest, to final maturity.
Rate: Federal agencies of comparable maturity.

Fee: 1/2 of 1% paid by City.

First Call: Immediate, no penalty.

. Non~transferable.

SO W N
L] L ] [] -



N.Y.C. Financing: F '79 - F ' 82 (In Millions of Dollars)

and Sources Short—-Term: Scurces

Bonding Capital Public i Public

States Adv. Needs Total Market Other Total Fed. Market
100 400 950 750 200 °° 1,900 1,750 150
200 500 1,000 800 200 - 1,700 1,350 350
250 650 1,050 850 200 =7 1,450 800 550

250 800 1,050 ? ? 1,200 ? ?
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iy i}“_}‘ DEPARTHMENT OF AupiT anp CONTHROL
P .
i £ £El) ALBANY

Asyrur Lewvery

Srase CosmpreciLen

May L1, 1978

Tton, Stanley Steingut
Spoaker

New York State Assembly
Htate Capitol -~ . 349
Albany, New York 12224

Dear Speakar Steingnt;

This lotler concerns two foatures of the bill draftred by MACG to in-
crease its borrowing suthority fxom $5.8 billion to $8, 8 billion (A, 12384),
which was introduced yesterday, I am writlng a similar lelter to the
President Pro Tem of the Senate,

MACTs memorandum in support indicates that the new $3 billion of
bonds or notes would be issued under a new Third Resolution by MAC,
They would be supported, first, by any Uspillover® revenues {rom the First
and Second Resolution bomds ~-~ that is, from any money lefl over from the
special sales tax, the siock transfer tax and por capita aid fox New York
City after poayment of all debt service op the Firvst and Second Resolution
bunds, Secondly, they would be supported by payments MAG would receive
on City bonds which it obtained in return for some, but not all, payments it
made to the City out of the proceeds of Third Resolution honds,

in addition, alibough the memorandum does not zay so, tho new
bonds would be backed by the State's "Mmoral commitment? to &ppropriate
any. funds necessary to replenish the capiial reserve fund which related to
the bouds, See §§3036, subdivision 4, and 3036~a, subdivieion 3, of the
Public Authoritics Law as they would be amended by §§4 and 5 of the draft
bill,

As you are well aware, I regard any extension of the Statefs Ymoral
cornmitment! as contrary to the spirit of the Constitution. The creation of
any additional contingent Lability of this kind is also a threat fo the intagrity



Hlon. Stanley Stejogut
May 11, 1978
Page 2

of State finances, In the case of the proposed new $3 billion of bonds,
this threat is particularly pointed since the other revenues supporting
the new bonds are less assured than thoso supporting MAC!s presently
cutstending oblipations. For further security you muy want to consider
rechapneling through MAC some additional revenues which now go dis
ractly to the City,

The othor fealure of the dvaft bill which disturbs me is a pro.
posal to widen the save-haxmless provision Lo include consultantz to
MAC, See §9 of the draft 133, The memorandum in support docs not
suplain the intent oy rationale of this proposal, Presumably it is de-
signed to protect financial advisers, bond gounszel and other privata
attoxmeys retained by MAC, Bowever, such persons are retained pre=
cisely because of the professional compsatence, exporionce, judgment
and care they can provide, It strikes me as highly doubtful whether the
State should agroe to hold them harmless for thelr mistakes,

In addition, the bill provides no explicit control ever the legal
fees the State wowld pay for MAC employees, as well s consultants,
who are sued. Agpproval by the Atlorney Goneral and/or the Comptroller

would supply the State with some added protection,

Sincerely,

State Comptroller

cci Hon., Poerry B. Duryea, Jr,
Hon, Hugh L, Carey
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The City of New York  Oliice of the IMayor  Office of Management and Budget

Mewcipal Buldding
New Yark, NY 10007

May 9, 1978

To: Messrs Cobbs Ms. Griffiths
Halverson Altman
Bender Friedman
Schweitzer Weiss
Hopkins Eisenstadt

From: Mark Page, Deputy General Counsel, OMD /@7Z:>

Various technical changes in the local finance law are
needed to enable the city to sell its obligaticns under the
requirements of federal guarantee legislation, the new MAC
legisiation, changed circumstances which would presumably
accompany city re-entry into the public market, and the
possible use of MAC for sales to the pension funds this
month. Some changes are probably absolutely necessary,
some would simplify sales otherwise made unnecessarily
complicated by existing statutory requirements.

The current requirement for public sale of bonds to be
purchased by MAC comes under the last category. A draft
of an amendment to §57 of the local finance law to allow private
sale of city bonds to MAC is attached. By the end of the
week I hope to circulate similar draft amendments covering
downpayment, notes, underwriters, refunding, extension of MAC
BAN's and possibly other topics.

I would be very interested in your comments both as to
the substance of amendments to the local finance law which
may be needed, and as +o when and how it would be best to submit
these amendments to the legislature. I am at 566-2666,
room 1204 Municipal Building, 1 Center Strect, New York 10007,



law,

DRAFT
5/8/78

An Act to amend the local finance law to
allow the city of New York Lo sell bonds

at private gale to the municipal assistance
corporation for the city of New York, and
to allow sale of bonds at an interest rate
in excess of five percent until the first
day of July, nineteen hundred eighty two.

The People of the State of New York,
represented in Senate and Assembly,
do enact as follows:

§ 1. Paragraph a of section fifty seven of the local finance

as last amended by chapter nine hundred two of the laws

of nineteen hundred seventy-two, is hereby amended to read as
follows:

a. Bonds shall be sold only at public sale and in
accordance with the procedure set forth in this section and
sections 58.00 and 59.00 of this chapter, except as other~
wise provided in this paragraph. Bonds may be sold at
private sale to the United States government, the state
of New York municipal bond bank agency, [or] to any sinking
fund or pension fund of the municipality, school district
or district corporation selling such bonds, in the
case of the citky of New York, to the municipal assistance
corporation for the city of New York, or, 1n the case
of bonds or other obligations of a municipality issued
For the construction of any sewage treatmenit works,
sewage collecting system, storm water collecting system,
wakter management facility, air peollution control faciiity
or solid waste disposal facility, also to the New York
state envirommental facilities corporation. Bonds of
a river improvement or drainage district established by
or under the supervision of the department of conservation
may be sold at private sale to the State of New York
as investments for any funds of the state which by law
may be invested, provided, however, thal the rate of
interest on any such bonds so sold shall be approvaed
by the water power and control ceommission and the state
comptroller. Bonds may aiso be sold at private sale as
provided in section 63.00 of this chapter. No bonds
shall be sold on option or con a deferred payment plan,
except that opticns to purchase, effective for a period
not exceeding one year, may be given:

L. in any case to the state of New York municipal
bond bank agency with respect to any bonds or bond
anticipation notes; and

2., in the case of a municipality to the New York
state envirommental facilities corporation with respect to



draft 5/8/78

bonds or other obligations issued for the construction

of any sewage treatment works, sewage ¢collecting system,
storm water collecting system, water management facility,
air pollution control facility or solid waste disposal
facility. A loan commitment may also be entered into

by and between a municipality, and the state of New York
municipal bond bank agency and by and between a
municipality and the New York state environmental facilities
corporation, such commitment to be fulfilled by the
purchase of the bonds or other obligations referred to
therein by such agency or such corporation, as the case

may be. As used in this paragraph, the term "ginking

fund” means a fund required by law to be established

and maintained for the purpose of amortizing indebtedness
evidenced by sinking fund bonds issued pursuant to the
provisions of this chapter or issued by any municipality,
school district or district corporation under any other law.

§ 2. Paragraph b of section fifty seven of the local
finance law, as last amended by chapter two hundred thirty one
of the laws of nineteen hundred seventy-seven, 1s hereby amended
to read as follows:

. Bonds shall be sold at a rate of interest not
to exceed five per centum per annum, and for a sum not less
than the par value of, and the accrued interest on, such
obligations, except that bonds may be sold at any time after
the thirtieth day of June, nineteen hundred seventy-six,
and prior to the first day of July nineteen hundred
{seventy-eight] eighty-two, without limitation as to the
rate of interest and may also be sold by municipalities
at private sale to the state of New York municipal
bond bank agency, and by the city of New York to the
municipal assistance corporation for the city of New York
at such ratec or rates of interest as may be agreed upon
by and between the issuing [municipality] @Enicipalities
and such [agency] agencies. When sold at public sale,
the rate of interest shall be determined in the manner
provided in section 59.00 of this chapter. However,
the agency prescribing the terms, form and contents of
such bonds, subject to the foregoing provisions of this
paragraph, may fix a maximum rate of interest at which
such bonds shall be sold.




draft 5/9/78

An Act to amend the local finance law
to exempt all obligations of the

city of New York from the requirement
of section one hundred seven of the
local finance law for down payment

The People of the State of New York,
represented in Senate and Assembly,
do enact as follows:

§ 1. Paragraph d of section one hundred seven of +he
local finance law, as last amended by chapter nine hundred
twenty-one of the laws of nineteen hundred sSeventy two,
is hereby amended by the addition of a subdivision eight,
to follow subdivision seven,which shall read as follows:

8. The financing by the city of New York of
any object or purpose which has a period of probable
usefulness under the local [Finance law.




NEW YORK CITY WORKING GRQUP
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THE CiTYy OF NEW YORK
QFFICE OF THE MAYOR

PHILIFE L. TOIA NEW YORK,N.Y. 10007
DEPUTY MAYOR FOR FINANCE

May 8, 1978

MEMORANDUM
To : Lugene Kellin
From : William W. Cocbbs

Subject: Four Year Financial Plan

Attached is the Uses and Sources table I mentioned to
you. Although it has a couple of changes from the Four Year
Plan, such as the deferral of certain MAC refundings and a
reduction in true capital expenditures, it does offer the
benefit of symmetry: pension fund purchases of guaranteed
bonds would equal their purchases of unguaranteed bhonds which
in turn would equal the financial institutions purchases of
unguarantted bonds. Further, you should note that the
pension funds purchases of unguaranteed bonds would be roll-
overs of their existing holdings except in fiscal 1981 when
the amount is increased by $59 million to bring the total
unguaranteed commitment to $1 billion over the four year
period. In addition, the pension funds and the financial
institutions would put up their money in the first month of
the fiscal years so that the City's seasonal needs could be
reduced; equally as important, this means that from August,
1980 to June, 1982 - a twenty-three month period - only bonds
for true capital expenses would have to be sold, publicly or
privately. Finally, the MAC refundings that have been
reduced below the Four Year Plan level could be made up as
the market permits.



STATE OF NEwW YORK
DEPARTMENT OF LAW _
LoUts J. LEFKOWITZ AILBANY 12224 - ¢

ATTORNEY GENERAL

Hon. Felix Rohatyn

Chairman

Municipal Assistance Corporation
for the City of New York

Two World Trade Center

New York, New York 10047

Dear Felix:

On April 19th, I received from Judah Gribetz, for
comment, copies of proposed legislation (not yet introduced)
and supporting memoranda which would extend the borrowing
power of the Corporation and make other changes in existing
statutes.

The proposed amendments have been examined by my
staff and Marilyn Friedman, MAC's general counsel, has been
advised of recommended drafting changes as follows:
in bill sections 2 (using "Notwithstanding the foregoing™
instead of “In addition"), 5 and 6 (a need for rewriting
and clarification of the ceiling on the aggregate amount
of city short—term and MAC debt which can be outstanding},
7 (to remove or define "legal or personal representatives"
and continued inclusion of reference to Public Officers Law,
§ 17 to preserve rights under that section) and the need for
further definition of "short term obligations" and "seasonal
borrowings" to avoid apparent conflict in maturities arising
out of sections 3033(d) and 3037(a) and (d) as they would be
amended by this bill.



Hon. Felix Rohatyn 2.

The following additional comments, in the light of
possible litigation, I offer for discussion purposes, a3

a basis for possible consideration of at least some of the
new directions contained in the proposed amendments.

The State's moral obligation with respect to MAC bonds
would be increased by $3 pillion to $8.8 billion and the
moral obligation would continue for thirty years, from
June 30, 1982, an increase of ten years' duration over the
present twenty-year maximum. Further, MAC would no longer
constitute an gmergency response to a fiscal crisis brought
on by the City's large short-term debt, designed to convert
short-term notes into long-term paper and to support the
city's current operating needs during the emergency. In its
new role, MAC would be evolving into a standard tool to meet
the needs of the City's long—term capital budget, as well as
current seasonal bhorrowing needs. These changes would, of
course, all be set Forth fully in the MAC prospectus.

Apart from the obvious practical implications for the
gtate's credit, the legal implicaticns of the proposed
amendments merit serious reflection.

As the State's moral obligation behind MAC securities
mushrooms, the Court of Appeals might consider it to be its
duty to selze upon any available constitutional argument to
turn off the flow. The fact that the bill as amended might
appear to alter unmistakably the design of Article VIII of
the State Constitution could provide the court with the
avenue:@ to retreat from its earlier support of MAC-type
legislation. (They have been a harsh Court on issues
involving the finance articles of the constitution, as is
apparent from the Flushing Bank case and Hurd v. City of

Buffalo, and the position taken by Chief Judge Breitel and
;Judge Jaseqwin‘Wein:v. Levitt (42 N Y 24 3001.)

‘The so—called MAC litigation (Quirk v. Weln,

41 N Y 2d 644, app. dsmd. U.8. ., 54 L. Ed. 2d 66),

1

as you know, decided only the "parrow" gquestion whethexr
city bondholders had a contract right in the sales and
stock transfer tax revenues, holding that they did not.



Hon. Felix Rohatyn 3.

The principal legal support for MAC is found in Wein v. City
of New York (36 N Y 2d 610), wherein the Court of Appeals
upheld the Stabilization Reserve Corporation Act over the
objection, inter alia, that it was a device to circumvent the
city's constitutional duty to pledge its full faith and credit
behind its bonds. "The decision in that case was not unanimous:
three judges of the Court of Appeals dissented (Chief Judge
Breitel and Associate Judges Jasen and Jones).

The proposed amendments to the MAC legislation would,
for the first time, put MAC in the business of buying City
bonds. Furthermore, once MAC buys the bonds, the City may
at any time cancel its obligation on the bonds. Through
mutation, the City bonds, by constitutional design in effect
secured by the City real estate tax levy, become MAC bonds,
actually repayvable out of sales tax receipts, and thus revenue
bonds which the City itself could not issue. T

The potential reaction of the Courts to this new plan
is, of course, speculative at best. Thus, Article VIII,
section 12 of the State Constitution prohibits the Legislature
from restricting the power to levy taxes on real estate for
the payment of principal and interest on indebtedness. The
Courts could construe this plan as so attractive to the City
that it amounts not to an option but rather to an actual
restriction on the City's power to rely on the real estate
tax for debt service.

Moreover, the judges who dissented in Wein v. city of
New York or the Court as a whole may, if the guestion is
presented to them, wonder anew whether MAC~-type legislation,
viewed overall and not narrowly, is an impermissible subterfuge
to avoid the constitutional design whereby cities are permitted
to issue only general obligation bonds, secured by full faith
and credit, rather than revenue bonds secured by specific
revenues, such as sales taxes. ' -

Of course, no one can predict the outcome of a future
Court test. But the foregoing considerations indicate the
need for caution.



Hon. Felix Rohatyn 4,

Incidentally, it is noted that while the 1977 Legislature
"repealed" the stock transfer tax, it is still being imposed,
subject to rebate to the extent not needed to meet MAC's debt
service requirements. With the growth in MAC's debt obliga-
tions proposed by this legislation, that repealer could, in
years to come, become a mirage.

The foregoing comments should also be considered in
light of the possible effect of this proposed legislation
on pending Federal negotiations.

Best wishes.

Attorney General

cc} Hon. Judah Gribetz



USES AND SOQURCES OF LONG-TERM FINANCTNG
($ in Millions)

Uses (1) FY 1979 FY 1980 FY 1981 FY 1982 Total
True Capital ' $ 400 $ 500 $ 500 $ 700 $2,100
Capitalized Expenses 450 300 150 - 900
State Advance 400 200 200 - 800
MAC Capital Reserve 200 50 - - 250
MAC Refunding - 450 - - 450
' $1,450 $1,500 $ 850 $ 700 $4,500

SQURCES
City Pension Funds

Guaranteed (2) $ 200 $ 250 g - 5 - 5 450

MAC (3) 287 272 175 - 734

City (4) - - 111 155 266
State Pension Funds

Guaranteed 200 250 - - 450
Financial Institutions

MAC (3) 287 272 175 - 734

City (4) - - 111 155 266
Public

MAC (5) 476 456 - - 832

City ({6) - ~ 278 390 668
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(1) Assumes $265 million reduction in true capital expenditures from Revised
Four Year Plan and a $110 million reduction in MAC refunding; the MAC
refunding would be effected as market conditions permit and the
capital spending would be deferred.

(2) Guaranteed bond proceeds to be used for true capital projects.

(3) Sales of MAC bonds to City Pension Funds and +o Financial Institutions
would be used, along with a portion of MAC's public sales, to bond
the State Advance and to fund capitalized expenses, with the proceeds
to be taken down in July of the indicated fiscal year; these sales,
equal in amount for the Pension Funds and the Financial Institutions,
are the amount of maturing City and MAC securities held by the Pension
I'unds in each year, except in fiscal 198l when a portion of the funds
to be rolled over is Invested in City bonds with the proceeds to be
used for true capital purposes.

(4) These sales of City bonds, to be used for true capital purposes, will
be effected only if the City achieves an investment grade rating;
otherwise they would be MAC bonds. For 1981 the amonnt +n he invectnd
is the o
the =
comr
ir
1
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PETER ]. FLANAGAN
President

Fyre Jiv ),

LIFE INSURANCE COUNCIL OF NEW YOQORK
INCORPORATED
630 Fifth Avenue
New York, New York 10020
(212) 489.9694

TO: Participants at the "Big Mac" meeting on April 24, 1978

Enclosed for your information you will find a listing of
those who attended the meeting at the Equitable Life on

April 24, 1978.

As stated at the conclusion of the meeting, John T. Fey,
Equitable, and John A. Fabian, Home Life are jointly

designated as our liaison with
staff at MAC.
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PARTICIPANTS AT THE "BIG MAC" MEETING ON APRII, 24, 1978

Name

Affiliation

Bladen, Ashly
Burtt, Carleton
Ehlers, Walter
Fabian, John A.
Flanagan, Peter J.
Fey, John T.
Gould, George P.
Herzog, Harold K.
Jenkins, George
Keholi, Ronald L.
Ke1:in, Eugene
Keiter, Willijiam E.
Lundvall, Rcobert
Rohatyn, Felix
Romaine, Henry S.
Strong, Herbert
Taylor, Mervyn L.
Toia, Philip

Tobin, Steven M.

Guardian Life
Equitable Life
TIAA

Home Life

LICONY

Equitable Life

MAC

New York Life
Metropolitan Life
Franklin United
MAC

New York Life
Columbian Mutual
MAC

Mutual Of New York
Mutual OF New York
IDS Life

N.Y.C.

Beneficial National Life



True Capital
Capitalized'Exp.
State Advance
MAC Refunding

MAC Reserve

TOTAL

Fed, Guaranteed

Other

*About $650MM, on a contingency basis, divided between F 81 and F 82.

500
450

375
300
225
100

50
1,050

500
550
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325
100

25
1,000

1,000

MATT,

HAKD

Total

1,700
900
800
400

175
3,975

1,000
2,975



rYC
NI YORK CTTY IXPROITURES BY TYPE FY 77-82% ($ In Millions)

ov 19771 Fv 19782 Fy 1979  FY 1980  FY 1981  FY 1982

k-
4

PERSONAL SERVICE

1. nmpmﬂwmc & Wages — Human Services (Health & Welf.]
2. " - Education (including Higher Ed)
3. " - Uniformed Services

4, " "~ Other Agencies

5. Pensions :

6. Other Fringe Benefits

- II. OTHER TIAN PERSOMAL SERVICES

Administrative OTPS (Supplies, eg. etc.)
Contractual Services
Fublic Assistance
iC. Medical Assistance
11. Health & Hospitals Corporation:
- General Support
_ - Medicaid
12, Covered Agency Support & Various Subsidies

OO0 ~]
. & ¢

" III. DEDT SERVICE

13, City Debt Service
14, MAC Debt Service Funding

— - IV. CENERAL RESERVE

TOTAL EXPENDITURES

15. {Iess) Intra—City Expenditures

NET TOTAL EXPENDITURES

Notes on Table of Expenditures

1 From NYC Financial Pian (1/20/78) : ) ,
2 Through Modification #13 _ #Source New York City Financial Plan 4/26/78




NEW YORK CITY REVINULS BY TVPE Fy 77-82% {$ In Millions)

General Property Tax

General Sales Tax

. Personal Income Tax

Business .Hmunmmw

. Other Taxes? .

. Charges, Permits & Fines®

Other City Revenues®
Unrestricted TFederal Aid

Unrestricted State Aid

. Categorical Federal Aid

tegorical State Aid

. Transfer Frcam Capital Tunds ™~

. {Less) Provisions For Lisallowances

(iess} Tax Refunds
TOTAL REVENUES
(Less) Intra-City Revenmues

NET TOTAL REVENUES

NOTES ON TABLE OF REVENUES

1 From NYC Financial Plan 1/26/78
2 Through Modification #13

Iy 1977

1

FY 19782

FY 1979 FY 1580 FYy 1581 ¥y 1982

* Source New York City Financial Plan 4/26/73



NOTES ON TABLE OF RLVENUES (Continued)

Business Taxes include: General Corporation Tax, Financial Corporation Tax,
Unincorporated Businesgs Tax, Commerical Rent Tax, Utility
Tax, mnoowAHHmSmmmH Tax, Vault Tax, Commercial Motor Vehicle
Tax, Payment in lieuy of Taxes, Hotel Occupancy Tax, Occupancy

Tax, and Transportation Tax.

Other Taxes include: Cigarette Tax, Mortgage Tax, Conveyance of Real Property Tax,

Auto Use Tax, Gas Tax, OTB Surtax, Horse Race Admissions Tax,

and All Other Taxes.

Charges Permits & Fines include: Waker & Sewer Charges, Motor Vehicle Registration Fees
,mMmbém% Maintenance Fees, Licenses, Permits, Franchises .
& Privileges, mo<mHmanﬂ,nmemmm~ and Fines & -

Forfeitures,

Other City Revenues include: Title IVA & XVI Settlement, OTB Revenues, Interest &
Penalties, Railroad Reimbursement, Housing Revenues, Rental
iIncome, Interest Income, Miscellaneous, and All Other

Revenues not included above,
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Eugene Keilin

Ag o follow up on the material I have sent
you with reupect to proposed Now York Cilty note
Cauvctiond, the attached description of the role of
Treasury Bill Tender shows that there is nothing

new nder the sun.
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Date .

To

From:

Re

Municipal Assistance Corporation
For The City of New York

MEMORANDUM

April 24, 1978
Legislative gtaff Members

Municipal Assistance Corporation For The city of New York

proposed Legislation

At our last meeting to discuss proposed legislation
respecting the Corporation's debt issuing authority, certain
information was requested. 'The purbose of this memorandum

is to furnish that information. The City's future financing

.plans, which bear on the Corporation's future financing plans,

are still under discussion. However, We believe it is

important to proceed to finalize the legislation and therefore

furnish you with this memorandum and a new draft of the

legislation at this time.

Takle I of this memorandum shows debt service payment
requirements for debt outstanding at present. Tables
IT to IV of this memorandum set forth the effect of approxi-

mately $3.1 billion of debt issuance by the Corporation.



This amount of debt represents the maximum amount issuable
under the proposed legislation. It is assumed that this

debt is issued at 7.5% for up to thirty years.

TABLE I

Debt Service on Presently Outstanding MAC Bonds
($ millions)

FY First General Second General
Ending Bend - Bond

6/30 Resolution Resolution Total
1979 303.4 195.0 498.,4
1980 321.9 195.0 516.8
1981 307.6 220.0 527.7
1982 298.,5 219,2 517.8
1983 376.6 228.8 605.4
1984 376.1 251.3 627.4
1985 329.3 251.2 '580.5
1986 378.0 250.0 627.9
1987 371.2 250.7 621.9
1988 273.3 253.3 626.7
1989 377.3 250.7 £27.9
1990 375.1 247.9 623.0
1991 373.2 244.,3 617.5
1992 - 373.2 246.,0 619.,2
1993 365.5 256.4 621.9
1994 365.5 365.5
1995 356.8 356.8

TOTAL $6,022.5 ' $3,559.8 _ $9,582.3



TOTAL

Debt Service
$625 Million Flirs

TABLE 11

on Presently Outstanding and additional
t Resolution Debt

FY
Ending
6/30

1979
1960

1981
1982
1983
1984
1985

1986
1987
1988
1989
1980

1991
1992
1993
1994
1995

1996
1997
1998
1999
2000

2001
2002
2003
2004
2005

2006
2007
2008
2009

Uy

(8 millions)

Debt Service On

Presently
Outstanding

303.
321.

3G7.
298.
376.
376.
329.

378.
371.
373.
377.
375.

373.
373.
365.
365.
356.

Debt

O

oLbe O W YU O

o U b b

$6,022.5

additional
$625 million

Debt

s  27.
46.

46,
46.
46.
46,
46.

46.
46G.
46.
46.
46.

46.
46,
46.
46.
46.

73.
73.
73.
73.
73.

73.
73.
73.
73.
73.

73.
73.
73.
73.

$1,808.

* The Corporati

annual debt service of 5425 m

under the First General Bond Resolution.

s

oD N DD W0 W WD O WO WO WD WD DD

Y Y OY &Y

on has covenanted not to exceed maximum
illion for debt issued

Total*

$ 330.
368.

354.
345.
423.
423.
376.

424,
418.
420,
424,
421.

420.
420.
412.
412,
403,

73.
73.
73.
73.
13,

73.
73.
73,
73.
73,

73.
73.
73.
73.

$7,831.
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TABLE TITX

Debt Service on Presently Outstanding and Additional
$2,475 Million Second Resoluticon Debt
($ millions)

Debt Service On

ry Presently Additional
Ending Outstanding $2,400 million
6/30 Debt Debt _Total*
1979 S 195.0 5 185.6 $ 380.6
1980 195.0 185.6 380.6
1981 220.0 185.6 405.6
1982 219.2 185.6 404.8
1983 228.8 185.6 414.4
1984 251.3 185.6 436.9
1985 251.2 185.6 436.8
1986 250.0 185.6 435.6
1987 250.7 185.6 436.3
1988 253.3 185.6 438.9
1989 250.7 185.6 436,3
1990 247.9 185.6 433.5
1991 244.3 185.6 429.9
1992 246.0 185.6 431.6
1993 256.4 185.6 442.0
1994 270.7 270.7
1995 270.7 270.7
1996 270.7 270.7
1997 270.7 270.7
1998 270.7 270.7
1999 270.7 270.7
2000 270.7 270.7
2001 270.7 270.7
2002 270.7 270.7
2003 . : 270.7 270.7
2004 270.7 270.7
2005 270.7 270.7
2006 270.7 270.7
2007 ' 270.7 270.7
2008 270.7 270.7
2009 270.7 _270.7
TOTAL $3,559.9 $7,115.2 $10,675.1

*  The Corporation has covenanted to a 2.0 time coverage
lost for new issuances of Second Resolution Debt.
Assuming approximately $1 billion of available reserve
for Second Resolution purposes would imply a maximum
annual debt service of $500 million.



TABLE IV

Debt Service on Combined First and Second Regolution
Debt After Issuance of $3,025 Million of Debt
S millions)

TY First General second General
Ending Bond Bond
6/30 Resolution Resolution Total
1979 S 330.8 5 380.6 s 711.4
1980 368.,7 380.6 787.8
1981 354.5 405.6 760.1
1982 345.4 404.8 750.72
1983 423.5 414.4 837.9
1284 423.0 436.9 859.9
1985 376.2 436.8 813.0
1986 424.8 435.6 860.4
1987 418.1 436.3 854.4
1988 420.2 438.9 859.1
1989 424.1 436.3 860.4
1990 422.0 433.5 855.5
1991 420.0 429.9 849.9
1992 420.0 431.6 851.6
1993 412.4 442.0 854 .4
1994 412.4 270.7 683.1
1995 403.6 270.7 674.3
1996 73.6 270.7 344.3
1997 73.6 270.7 344.3
1998 73.6 270.7 344.3
1999 73.6 270.7 344,33
2000 73.6 270.7 344.3
2001 73.6 270.7 344.3
2002 73.6 270.7 344.3
2003 : 73.6 270.7 344 .3
2004 73.6 270.7 344.3
2005 73.6 270.7 344.3
2006 73.6 270.7 344.3
2007 73.6 270.7 344.3
2008 73.6 270.7 344.3
2009 : 73.6 270.7 344,73
TOTAL $7,831.3 $10,675.1 $18,506.4

%3]



It can be seen that the issuance of approximately $3 billion
bonds would not cause the Corporation %o exceed its coverage
tests., You will recall that the applicable coverage tests

are as follows:

1. For First Resolution Bonds, debt service

is not to exceed $425 million per annum,

2. For Second Resolution Bonds, debt service
is not to exceed one-half the total revenues
available for payment of Second Resolution
Bonds. Under this test allowable debt service
is currently $550 million (1.5 bkillion in
sales tax, stock transfer tax and per capita
aid less $425 million for payment of First

Resolution Bonds).

A request was made for information respecting the amounts, and
actual maturities of the Corporation's bonds by series. Such
information is set forth in the Quarterly Report of the Corpor-

ation furnished herewith.

A request was also made for information respecting the amounts
and maturities of City bonds outstanding. That information is

enclosed as Exhibit A.



Complroller’s Report for Fiseal 1977

Part 3-A—Funded Debt—Statement 2

Debt Service

on Gross Funded Debt and
(Includes long term debt of Long Term De

Provisions for Retirement of Net Funded Debt
bt Group of Accounts and Housing Enterprise Fund)

(0 (2 3 {4) (5) {6) (7
Provisions for
Total Retirement of
Total Retirement Net Funded
Fiscal Year Debt Service Redemption Sinking Charges Farnings Debt
Ending { Columns Interest on of Fund { Columns of Sinking { Columns
June 30 2and 5) Funded Debt Serial Bonds Instatlments(1} 3and 4) TFunds(?) Sand 6)

1978 L.ivnenen $ 14284000977 48§
1979 L.iieaiins 1,274,658,101 67

471,150,146 48
398,829,154 67

945,893,240 00
863,284,240 00

$11,366,291 00
10,544,707 00

$ 937,235,831 00

875,828,947 00

$ 28,746,007 00

27.436,428 00

986.000,438 00
003,268,375 00

1980 vervnnrenn 985,177,186 30 336,075,606 30 639.904,040 00 10,197,540 00 650,101,380 00 25.350.502 (0 673,461,082 00
1681 .. 813,837,579 94 278,119,119 94 531,319,240 (0 6,399,220 00 337,718,460 00 10,0 547,723,032 00
1982 ... 674,857,440 90 237,713,685 90 431,820,240 00 3,323,515 G0 437.343.733 00 7.9 445 (75,598 00
1083 ovveneenns 628,545,598 09 207.326,388 09 £16.186,240 00 5.032.970 00 421219210 00 8. 429,257,627 00
1984 oeeeenns 583,543,189 05 178,144,979 03 400,367,240 00 5,032,970 00 405400210 0D g 413.935,633 €0
1685 oovearens 501,335,332 99 140,727,945 99 346,556,240 00 5,031,149 00 351,630,389 00 9, 360,724,225 00
1086 ... 367,951,012 49 130,070,623 49 232,849,240 00 5,031,149 00 237,830,389 00 9,6 247,339,225 00
1087 .... 326,227,818 47 115,436,069 47 203,757,600 00 5,031,145 00 210,783,749 00 8. 219,716,834 00
1088 ... 287,922,642 73 101,333,354 73 182,306,600 00 4,102,688 00 186,589,288 00 7, 164,159,609 00
1089 L..uveen-s 246,963,151 97 §8,288,220 97 155,588,600 00 3,086.331 00 158,674,931 00 5 163,932,147 00
1000 1nieeennn- 213,644,240 23 76,555,302 23 135,096,600 €0 1,652,338 00 137,048,938 00 3 140,248070 00
1901 oevreennnn 183,551,762 97 66,249,875 97 116,331,600 G0 950,287 00 117,301,887 00 1 119,170,833 00
1992 cveieeenns 149,246,153 73 59.061,479 73 86.705,100 00 479,374 00 90,184,674 00 90,590,154 €0
1993 ueeernven 140,857,730 97 53,719,500 97 87,035,100 00 103,130 00 87,138,230 00 305,911 00 87,445,141 00
1504 L.oeiiaees 132,056,747 23 49,053,517 23 2,900,100 00 103,130 00 23,003,230 00 322.273 00 83325503 00
1983 Liiverenne 123,871,560 97 44583,330 67 76,185,100 00 103,130 00 70,288,230 00 339,288 00 79,627,518 00
1906 - unensse- 115,680,301 60 40.234,771 60 76,342,600 00 103,130 00 76.445,736 00 356.986 00 76,802,716 00
1007 oreivenens 109,219,860 35 36,039,130 35 73,077,600 00 103,130 00 73,180,730 00 325.301 00 73,506,031 00
1998 e 99,351,815 33 31694215 33 7,657,600 00 67,637,600 00 67,657,600 00
1000 ..\ oeennns 90,232,145 35 28,060,343 35 62,191,600 00 £2.191,600 00 .. §2.191,600 00
G000 . oeeaanans 22,483,300 33 24,733,790 35 57,731,600 00 s 57,731,600 00 .. 57,731,600 00
D001+ ceereins 73,581.327 85 21,665,327 83 23.016,000 00 53.016,000 00 s 53,916,000 00
D002 o rnninns £5.285,362 85 18,809,562 83 46,476,000 00 e 44,476,000 00 46,476,000 00
2003 ... 57,037,485 3% 16,471,483 35 40,586,000 00 s 40.586.000 00 e 40,586,000 00
2004 . ...-- 48,660,357 85 14,429,357 85 34,231,000 00 34,231,000 00 34,231,000 00
2005 cuiniennen 38,327,030 33 12,746,030 33 25 581,000 00 s 25,581,000 00 R 3,581,000 00
2006 e as 36.320.782 25 11,419,782 83 25,101,000 00 25,101,000 00 e 23,101,000 00
SAET s 33,334,770 35 10.0098,770 35 25,436,000 00 e 23435000 00 e 25.435.000 00
2008 o 34,531,760 33 8,700,700 33 25,771,000 00 25 771,000 00 e 25.771,000 00
2009 L 33,580,083 35 7 404,083 35 26,176,000 00 26,176,000 00 26,176,000 00
2010 32,596,305 33 6.033.593 35 26,361,000 00 26,561,000 00 26,561,000 00
0L e enns 31.201 865 35 4645965 35 26,536,000 €0 . 26,355,000 00 e 26,556,000 00
2012 0 eeeaan 27,832,652 85 3,266,632 85 24,616,000 00 e 24,616,000 G0 24.616,000 00
2013 . 73,233,372 85 2052572 85 21,181,000 00 21,181,000 00 21,181,000 00
2014 e 16,031,467 83 1065467 83 14.966,000 00 14,566,000 00 e 14.566,060 00
2013 creieinnnn 6,468,020 33 332,020 33 5,116,000 DO s 6.116,000 0O U 6,116,000 00
2016 1eerennnns 719835 35 8,835 33 631,000 00 ) 31,000 00 . 651,000 00
20017 caiuneen 664,763 33 38765 35 626,000 00 . £26,000 00 £26.000 00
20182147 .. ... 712,704 95 384,204 95 128,500 00~ 128,500 00 128,500 00
T = R
£10,128,262,460 78§ 3,542,178,802 78§ 6,703,915,860 00 520,167,828 00 $6,786,083,088 00 $163,712.305 00 $6,049,793,993 00

—— —
—_

e —————
e ———

—_——

{1} “These instaliments will be reduced to the extent that the funds earn in excess of 45¢ on Investments. The Compiroller expects the furure earnings of the funds to be
. suficient to eliminate the need for tuiure instzllments.”

of  {2) These computations are based on a 4% intcrest earnings assumption pursuant to paragraph 276 of Chapter 868 of the laws of 1975,
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State of New Yurk
Municipal Assistance Corporatlon
For The City of New York

MEMORANDUM

April 7, 1978

TO: The Directors and Representatives of
the Municipal Assistance Corporation

FROM: ~Felix G. Rohatyn - Eugene Keilin

On January 11 we suggested to the Board that we were
about to¢ enter an unpredictable storm. We are there
now and will stay there until June 30, 1978.

S5ince our memorandum of January 1)l several positive
things had happened. First, the City and the State
agreed upon a budget. Second, the Administration and
the Moorehead Committee came out with a Federal financ-
ing plan based on leng-term guarantees.

As a result the market for our bonds recovered signif-
icantly, despite Sen. Proxmire's continued opposition,
and we had started consultations with the Treasury, the
financial community and the City unions on the
elaboration of a detailed $4.5 billion financing plan

to take to the Congress. We were confident of being

able .to construct such a plan by the latter part of April
“in order to permit the legislative process to go forward
in Congress.

“Critical to this was a cityWide labotr agreement by March 31

on terms that would be clearly and credibly payable
within the limits of the City's financial plan. The
settlement with the Transit workers without a concurrent
settlement with the City unionsg has created an unresolved
situation which cannot be permitted to continue much
longer without serious reprecussions for all. It 1is not
within the purviews of MAC to pass judgement on labor
contracts. This is a function for the EFCB which, we

trust, will act promptly. We however, have a responsibility

for financing and it is in the context of financing that
the MAC Board should examine the present situation.

1. A stalemate exists, at present, between the City
and its unions. A lengthy stalemate will simply
destroy whatever chances we may have had in
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Washington to obtain long-~term financing. It is

my judgement that, this dissue must be satisfactorily
resolved by April 21st, lest we jeopardize the
guarantees.

The City and unions appear to be so far apart at
present that, unless a deadline is set by a third
party who can make dit stick, resclution seems
unlikely. The only party who can create such a dead-
line and make it credible, is the Secretary of the
Treasury by setting a date for settlement. It is
conceivable that beyond that date, the Administration
might withdraw its support for long-term guarantees.
In addition, the Secretary might consider having a
representative present during the negotiations.

If a settlement is reached, on terms the City can
clearly afford, a major effort will have to be made
in Congress to restore the City's credibility. This
makes a simple, austere, non-gimmicky settlement

all the more wvital.

We cannot assume that this will happen and must therefore
begin to plan for worst-case,.

1.

During the next 60 days, the City Pension systems
are required to invest $700 million in City bonds
as the final part of their $2.5 billion commitment
entered into in December 1975. Controller Goldin
has indicated, unequivocally, that he would vote
against the dnvestment unless he had clear
indication of Congressional action for a post-June
Federal credit role. On the assumption this money
is not forthcoming, we must examine with the City
how much of the City's excess cash can be used to
reduce the -amount needed and MAC must attemnpt to
make up the difference through a public offering
or private placement or both. How much money we
could raise, and at what cost, is obviocusly unpre-
dictable at this time.

We have asked counsel to review the Credit Agree-
ment of December 1975 in order to determine the
legal commitments of the Pension Fund trustees and
to advise us of our own responsibilities.

If we successfully surmounted this particular hurdle
we would probably have to fall back on some kind of
extension of the Federal Seasonal Loan to avoid
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bankruptey on June 30th, As you know, it is my
judgement that a simple extension of the Seasonal
Loan does not solve any of our fundamental problems
but merely postpones the date when those problems
have to be solved or bankruptcy faced. Nevertheless
it would obviously be our duty to cepe with such a
situation as bhest we could with the following
uncertainties:

i) Depending on what is done about the accelerated
phaseout of capital expense items, etc., the
City would face an additional budget gap of
possibly significant magnitude next vyear
which could only be offset by major cuts.

11i) As much as $1 billion of long-term financing
might have to be raised, entirely by MAC, during
the 6/30/78 - 6/30/79 period. The market, in
my judgement, is most unlikely to absorb anything
like this, under the circumstances. A major
part thereof would thus have to be placed
privately with banks and pension systems.

iii) With respect to Seasonal financling, since the
State advance could obviously not be refunded,
the requirements for Seasonal financing would
remain close to %2 billion. If a reduction in
Seasonal financial is legislated, the City could
not go to market with its own notes, in my
judgement. Moody's has informed us that, absent
an overall financing plan involving both long and
short term, they could not give us a definite
answer with respect to a rating on MAC notes.
Seasonal requirements, as a practical matter,
would have to continue 100% from the Federal
Government.

There are other issues of importance that are being left in
abeyance as a result of the current situation. In addition
to State legislation increasing MAC's borrowing authority,
there is the key issue of the successor to the EFCB, the
long-term fiscal monitor, which must be resclved and
legislated.

Our memorandum of January 11 pointed out the fact that so
little margin for error existed in the various senarios we
are facing, Whatever margins existed are rapidly
disappearing
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City and MAC Debt Service

Four—~Year Plan

1979 1980 1931 1982

City

Long 1,427 1,338 1,262 1,213

Short 108 98 79 55
MAC 466 474 497 555
TOTAL 2,001 - 1,910 1,838 1,823

Revised Estimates?®*

City

Long 1,427 1,343 1,280 1,247

Short 108 98 79 55
MAC 445 415 430 503
TOTAT 1,980 1,856 1,789 1,805

* MAC Revised and City Bricks & Mortar 15-year maturities;
OC's 20-year maturities; BAN Bond.
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Municipal Assistance Corporation
For The City of New York

MEMORANDUM

5 April 1978
pr. Jackson Phillips, Moody's Investors Service, Inc.
Eugene J. Keilin, Executive Director

MAC Notes

T1f FPederal legislation is enacted to provide long-term loans
or bond guaranteces for The Ccity of New York rather than a
renewal of the Federal Seasonal Loan Program, alternative
forms of seasonal financing for the City will be required
after June 1978. It is assumed that the City's seasonal
borrowing needs for fiscal 1979 could be reduced.to approx-
imately $1 billion. Part of the seasonal Ffinancing could be
provided by a public sale of approximately $500 million of
MAC notes. These notes would be issued during the first few
months of the 1979 fiscal year (between July and September
1978) and be payable during the last few months of the 1979
fiscal year {(in April and June 1979). It is assumed that
these notes would be issued only as part of a comprehensive
plan which provides for all of the City's seasonal and long-
term financing requirements.

MAC would issue these notes under a new Note Regolution, to
be adopted by the Corporation. At present, the Corporation
has no notes outstanding; previously, the Corporation has
issued notes only for private placement. The new Note
Resolution would provide, amondg other things, that the notes
would have a charge or lien with respect to State per capita
aid payable to the City pursuant to section 54 of the State
Finance Law ("Per Capita Aid"), State sales and compensating
use taxes imposed by section 1107 of Article 28 of the State
rax Law ("Sales Tax") and the State tax on sale or transfer
of stock or other certificates imposed by Section 270 of
Article 12 of the State Tax Law ("Stock Transfer Tax"), all
of which are available to the Corporation under its enabling
legislation. While such claims of the new notes would be
legally subordinate to bonds igsued under the Corporation's
existing resolutions, as explained below, the revenues
available to the Corporation after funding debt service on
those bonds would be more than sufficient to pay the notes,
as demonstrated below.
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A capital reserve fund would not be established for the MAC
notes, inasmuch as all of the obligations would mature
within a year. Issuance of the MAC notes would require
certain amendments to the Corporation's enabling legislation
with regard to its issuance authorization and purpose of its
payments to the City.

MAC is entitled to receive Per Capita Aid on June 25 of each
vear, and is entitled to receive Sales Tax and Stock Transfer
Tax revenues, as collected, on October 12, January 12,

April 12, and June 30 of each year. To maximlize the seasonal
financing for the City, the notes would be payable to the
extent possible at the end of June 1979 in order to minimize
the revenues which MAC would have to take earlier in the
year.

A projected total of $1.5 billion in revenues will be available
to MAC in fiscal 1978 from bthe three State sources, as

follows: $914 million in Sales Tax; $250 million in Stock
Pransfer Tax; and $350 million in Per Capita Aid (net of
possible prior claims).

In fiscal 1979, assuming the levels of State tax collections
and State aid projected in the City's four-year financial
plan, a total of $1.65 billion will be available to MAC as
follows: $959 million in Sales Tax; $250 million in Stock
Transfer Tax: and $442 million in Per Capilita Aid {(net of
possible prior claims). Revenue projections for cach of the
dates on which MAC certifies its revenue needs are set out
in Table I.
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TABLE T

MUNICIPAL, ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

Projected Revenues for 1978 and 1979
(in $ millions)

FUNDING DATE

10/12 1712 47172 6/25 6/30  Total
1978 (1)
Sales Tax 229.8° 224.0 265.1 195.2 914.1
Per Capita Aid (Net) 350.0 350.0
Stock Transfer Tax(3) 55.0 62.5 70.0 62.5 250.0
284.8 286.5 335.1 350.0 257.7 1514.1
1979 (2)
Sales Tax 241.1 235.1 278.1 204.7 959.0
Per Capita Aid (Net) 442.0 442.0
Stock Transfer Tax(3) 55,0 62.5 70.0 62.5 250.0
296.1 4 297.6 348.1 442.0 267.2 1651.0

(1) from Financial Plan Statements for New York City, January 1978
(2) from The City of New York Four-Year Financial Plan, Fiscal Years
1979-1982

{3) estimate
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Obligations issued by the Corporation under its First General
Bond Resolution adopted July 2, 1975 ("First Resolution")

are payable out of the Sales Tax and Stock Transfer Tax
revenues. Obligations issued by the Corporation under its
Second General Bond Resolution adopted November 25, 1975
("Second Resolution") are payable out of the State Per

Capita Aid and, subject to prior c¢laims of First Resolution
obligations, out of the Sales and Stock Transfer Tax revenues.
All MAC obligations pregently outstanding are bonds which
have been issued under either the First Resolution or Second
Resolution.

Aggregate 1979 MAC debt service funding requirements on all
obligations currently outstanding are $312,657,000 under the
First Resolution, and $195,703,000 under the Second Resolution,
for a total of $508,360,000. Assuming the issuance of some
additional MAC bonds as a part of the implementation of the
City's four-year financial plan, the total funding reguirements
would increase by about $60 million (without taking account

of any decrease in such requirements due to either possible
refunding or receipt of payments on City obligations), to a
total of $568,360,000. In addition, MAC operating expenses

are projected to be $5.5 million. Debt service funding
requirements for each MAC certification date are set out in
Takble II.
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TABLE IT

MUNICIPAL ASSISTANCE CORPORATICN FOR THE CITY OF NEW YORK

Projected Funding Reguirements for 1979

{in $ millions)

FUNDING DATE

10/12 1/12 4/12 6/25% 6/30 Total
Presently Outstanding
Bonds
First Resolution 75.9 75.9 80.5 80. 312.8
Second Resolution 49,1 49,1 49,1 48 195.7
Operating Fund 5. 5.5
Total 125.0% 125.0 129.6 48 86. 514.0
Projected Additional
Debt** 15.0 15.0 15.0 6. 9. 60.0
TOTAL 140.0*% 140.0 144.6 54.4 95. 574.0

* Agsumes bonding of remaining 1979 capital reserve fund require-~

ments of approximately $50 million;

if not bonded,

the funding

requirements for Oct. 12, 1978 would be increased by that amount.

** Agsumes a conservative case =- implementation of New York City
Four-Year Financial Plan, but does not include the effects of
payments from the City to MAC on any City obligation held by

MAC.
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These figures indicate that there would be more than $1
hillicn available to MAC in fiscal 1979 to cover debkt service
on the proposed notes, after providing for all debt service
funding requirements for all MAC obligations presently
outstanding and those contemplated to be issued in the
City's four-year financial plan, as required by the First
and Second Resolutions. Accordingly, the Note Resolution
would provide that the claims of the notes to be issued
thereunder would be subordinate to the claims of any cbliga-
tions issued under the PFirst Resolution and the Second
Regolution.

In either case, these revenue projections indicate that
there would be at least $203 million available to MAC in
April 1979 and $560 million in June 1979, after meeting all
First Resolution and Second Resolution funding requirements,
as shown in Table ITII.
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TABLE IIL

MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

Projected Additional Debt Carrying Capacity for 1979
(in $ millions)

FUNDING DATE

10/)2 1/12 4/12 6/25 6/30 Total
1979 Revenues
Sales Tax 241.1 235.1 278.1 204.7 959.0
Per Capita Aid (Net) 442.0 442.0
Stock Transtfer Tax 55.0 62.5 70.0 62.5 250.0
Less: Total IFunding
Reguirements \4) 140.0 140.0 144.6 54.4 95.0 574.0
AVAILABLE 156.1 157.6 203.5 387.6 172.2 1077.0

(1} from The City of New vork Four-Year Financial Plan, Fiscal
Years 1979-1982

(2) Includes debt presently outstanding and debt to be issued under
City's Four-Year Financial Plan, and assumes bonding of capital
reserve fund requirements.
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These calculations indicate that the Sales Tax and Per

Capita Aid revenues would alone be more than sufficient to

pay principal and interest on $500 million in MAC notes on
April 12, 1979 and June 30, 1979. However, the Stock Transfer
Tax revenues, projected to be $250 million in 1979, are also
available to MAC and, accordingly, are included in the above
figures. The Stock Transfer Tax rebate program established

by the State Legislature last year preserves both the tax

and its availability to MAC if necessary to meet its debt
service requirements.

MAC could expect to have available approximately $793 million
in total revenues during April and June after providing
funding for its TFirst and Second Resolution bonds presently
outstanding, or $763 million after providing funding for
additional FPirst and Second Resolution bonds as contemplated
by the City's four-year flnanczal plan. If $500 million in
notes were issued, the expected total revenues would provide
coverage. of prln01pal and interest of between approximately
1.5 and 1.6 to 1.0. Using the Sales Tax and Per Capita Aid
revenues only, MAC could expect to have available between
$631 and $66]1 million in Aprll and June, which would provide
coverage on $500 million in notes of between approximately
1.2 and 1.3 to 1.0.

In addition, the Corporation and the City are exploring the
p0551b111ty of providing additional backing for the MAC
notes in the form of short-term obligations of the City
which would be issued and payable to the Corporation.



Municipal Assistance Corporation
For The City of New York

MEMORANDUM

Date : 17 March 1978

To Gedale Horowitz, Salomon Brothers

Erom: FEugene J. Keilin, Executive Director
MAC Notes

Re

If Federal legislation is enacted to provide long-term loans
or bond guarantees for The City of New York rather than a
renewal of the Federal Seasonal Loan Program, alternative
forms of seasonal financing for the City will be required
after June 1978. Part of the seasonal financing could be
provided by a public sale of MAC notes. These notes would
be issued during the first few months of the 1979 fiscal
year (between July and September 1978) and be payable during
the last few months of the 1979 fiscal year (in April and
June 1979). It is assumed that these notes would be issued
only as part of a comprehensive plan which provides for all
of the City's seasonal and long-term financing requirements.

MAC would issue these notes under a new General Note Resolution,
to be adopted by the Corporation. Such Note Resolution

would provide, among other things, that the notes would have

a charge or lien with respect to State per capita aid payable
to the City pursuant to Section 54 of the State Finance Law
("Per Capita Aid"), State sales and compensating use taxes
imposed by Section 1107 of Article 28 of the State Tax Law
("Sales Tax") and the State tax on sale or transfer of stock

or other certificates imposed by Section 270 of Article 12

of the State Tax Law ("Stock Transfer Tax"), all of which

are available to the Corporation under its enabling legislation.
At present, the Corporation has no notes outstanding; pre-
viously, the Corporation has issued notes only for private
placement.

MAC is entitled to receive Per Capita Aid on June 25 of each
year, and is entitled tc receive Sales Tax and Stock Transfer
Tax revenues, as collected, on October 12, January 12,

April 12 and June 30 of each year. To maximize the true
seasonal financing for the City, the notes would be pavyable
to the extent posgsible at the end of June 1979 in order to
minimize the revenues which MAC would have to take earlier

in the vyear.
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A projected total of $1.5 billion in revenues will be available to
MAC in fiscal 1978 from the three State sources, as follows:
$914 million in Sales Tax; $250 million in Stock Transfer Tax;
and $350 million in Per Capita Aid (net of possible prior claims).

In fiscal 1979, assuming the levels of State tax collections
and State aid projected in the City's four-year financial
plan, a total of $1.65 billion will be available to MAC as
fpllows: $959 million in Sales Tax; $250 million in Stock
Transfer Tax; and $442 million in Per Capita Aid (net of
possible prior claims). Revenue projections for each MAC
certification date are set out in Table I.

TABLE I
MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

Projected Revenues for 1978 and 1979
(in $ millions)

FUNDING DATE

10/12 1/14 4/12 6/25 6/30 Total
1
1978( )
Sales Tax 229.8 224.0 265.1 195.2 914.1
Per Capita Aid (Net) 350.0 350.0
Stock Transfer Tax 250.0
1514.1
2 .
1979( )
Sales Tax 241.1 235.,1 278.1 204.7 959.0
Per Capita Aild (Net) 442.0 442.0
Stock Transfer Tax . 250.0
1651.0

(1) from Financial Plan Statements for New York City, January 1978
(2) from The City of New York Four-Year Financial Plan, Fiscal Years
1979-1582
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Obligations issued by the Corporation under its First General
Bond Resolution adopted July 2, 1975 ("First Resolution")

are payvable out of the Sales Tax and Stock Transfer Tax
revenues. Obligations issued by the Corporation under its
Second General Bond Resolultion adopted November 25, 1975
("Second Resolution") are payable out of the State Per

Capita Aid and, subject to prior claims of First Resolution
obligations, out of the Sales and Stock Transfer Tax revenues.
All MAC obligations presently outstanding are bonds which
have been issued under either the First Resolution or Second
Resolution.

Aggregate 1979 MAC debt service funding requirements on all
obligations currently outstanding are $312,657,000 under the
First Resolution, and $195,703,000 under the Second Resolution,
for a total of $508,360,000. Assuming the issuance of some
additional MAC bonds as a part of the implementation of the
City's four~year financial plan, the total funding requirements
would increase by about $60 million (without taking account

of any decrease in such requirements due to either possible
refunding or receipt of payments on City obligations), to a
total of $568,360,000. In addition, MAC operating expenses

are projected to be $5.5 million. Debt service funding
requirements for each MAC certification date are set out in
Table IT.
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TABLE II
MUNICIPAL ASSISTANCE CORPORATION FOR THE CiTY OF NEW YORK

Projected Funding Requirements for 1979
(in $ millions)

FUNDING DATE

10/12 1/14 4/12 6/25 6/30 Total
Presently Outstanding
Bonds
First Resolution 75.9 75.9 80.5 80.5 312.8
Second Resolution 49,1 49.1 49.1 48.4 195.7
Operating Fund 5.5 5.5
Total 125.0 125.0 129.6 48.4 86.90 514.0
Projected Additional
Debt* 15.0 15.0 15.0 6.0 9.0 60.0
TOTAL 140.0 140.0 144.6 54.4 95.0 574.0
* Assumes 'most conservative case' -- implementation of New York

Ccity Four-Year Financial Plan, but does not include the effects
of payments from the City to MAC on any City obligation held by
MAC.

These figures indicate that there would be more than 51
billion available to MAC in fiscal 1979 to cover debt service
on the proposed notes, after providing for all debt service
funding requirements for all MAC obligations presently
outstanding and those contemplated to be issued in the
City's four-year financial plan, as required by the First
and Second Resolutions. Accordingly, the General Note
Resolution would provide that the claims of the notes to be
issued thereunder would be subordinate to the claims of any
obligations issued under the First Resolution and the Second
Regolution.
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In either case, these revenue projections indicate that

there would be at least $133 million available to MAC in

April 1979 and $498 million in June 1979, exclusive of the
Stock Transfer Tax revenues, after meeting all First Resolution
and Second Resolution funding regquirements, as shown in

Table ITII.

TABLE III
MUNICIPAL ASSISTANCE CORPORATION IFOR THE CITY OF NEW YROK

Projected Additional Debt Carrying Capacity for 1979
(in $ millions)

FUNDING DATE

10/12 1/14 4/12 6/25 6/30 Total
1979 Revenues(l)
Sales Tax 241.1 235.1 278.1 204.7 959.0
Per Capita Aid (Net) 442,90 442.0
Less: Total Tunding
Requirements {Z) 140.0 140.0 144.6 54.4 95.0 574.0
AVAILABLE _ 101.1 95.1 133.5 387.6 109.7 827.0

(1) from The City of New York Four-Year I'inancial Plan, Fiscal
Years 1979-1982

(2) Includes debt presently outstanding and debt to be issued under

City's Four-Year Financial Plan.

The Stock Transfer Tax revenues, projected to be $250 million
in 1979, are also available to MAC, but are not included in
the above calculations because of the desirability of per-
mitting them to be rebated to taxpayers under the rebate
program established by the State Legislature last year.
However, that rebate program preserves both the tax and its
availability to MAC if necessary to meet its debt service
requirements.
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Using the above gales Tax and Per Capita aid projections, MAC
could expect to receive approximately $691 million in revenues
during April and June after providing fynding for its First

and Second Resolution honds presently outstanding, or 5631
million after providing funding for additional First and Second
rResolution bonds pursuant to the City's four-year financial

plan. These revenues could provide for payment of principal
and interest on MAC notes on April 12, 1979 and June 30,
1979. IE $500 million in notes were issued, the expected

revenues would provide coverage of principal and interest of
petween approximately 1.2 and 1.4 to 1.0.



SOURCES (City-MAC Plan 3/13/78)

Vehilcle FY '79 FY '80 FY '81 FY '82 +Total
City Pension Funds MAC 2 62 .5MM 62 .5MM 62.5MM 62.5MM 250MM
Gtd. New Agency 250.0MM 250.0MM -0~ -0~ 500MM
NYC ~0- ~0~ 125.0MM 125,0MM 250MM
Financial Institutions MAC 2 187.5MM 187.5MM 187.5MM 187.5MM 750MM
NYC -0~ -0- 125,0MM 125.0MM 250MM
State Pension ﬁunds Gtd. New Agency 250,0MM 250.0MM =0= ~0- 500MM
Public Market MAC L 400.0MM -0~ -0- 0= 400MM
MAC 2 100.0MM 500.0M1 ~0- -0- 600MM
NYC ~0- =0=- 500, 0MM 500.0MM 1,000MM

1,250.0MM 1,250.0MM i,000.0MM 1,000.0MM 4, 500MM



COMMENTS

STATE CONSTITUTIONAL PROHIBITIONS
AGAINST THE LENDING OF STAT¥, CREDIT
TO MUNICIPAL CORPORATIONS

INTRODUCTION
On September 5, 1975, Governor Hugh Carey of New York for-
mally called the New York State Legislature into CIMerIency session
for the purpose of providing desperately needed financial assistance
to the City of New York.! By this time. some two months after the
adjournment of the 198th regular legislative session, New York City

I Governor Carey stated that:
The City of New York is on the brink of financial coll
looms over it. .
New York City is mnable to rsise the tonds it necds to pay debts as they become
due and o insure that essential municipal services continuge unintereupted, The
dours to the capital markets Liave been closed to it directly,
New York City's financial failure threatens to paralyze vital
endangering the Lhealth, safedy, and welkae ol the more than 12 willion people in
the city and region. It not quickly wnd decisively contained and resolved this cerisis
portends a severe financial risk for New York State and perhapy for Wi aation as
well, . ..
Message of Necessity froni the Governor to the State |
Times, Sept. 6, 1975, at 8. col. 6, See XY, Coxs i
sessions); wil. 1N §

apses an unparalleled disaster

and now adso indirectly.
vovermunental Yunctions,

aegisfatare (Sept. 5, 1975), N.Y.
art IV $ 3 ipower to eall cicrgencey
b tparpose ob imessage of necessity !

City officials appealed 1o the state Tevslatinge for massive wmounls ol bancial el
when it hecame apparent that they did not possess the
to respond adedqurately to the nigor coononi
city condronted. See penerally ¥
(1976,

Like most Amencan cities, New York City
state tegislatmre ane has only those poswers and privileges which the legislature confers
upon it from G to time, ere Wader Front of Upper New York By 216 XY, 1, 157 N.E.
D127, cort. denied, 276 U5, 630 {1995, A . muanicipal corperation, it may thus do
only that which the state allows. See Atkio v Kansas, 191 U8 207 (L1909, In arder to cope
with the erisis they fuced. New York City officiats Lad no other Jegral or figaneial choice
than to appeal to the state Jegiskature for cinergency powers andl IMONELIry TesOurees,

Historicatly, the principle that the state Legishature s the souree of ull Joeal LOVern-
mental power, known as the “delegation doctrine” was first wrticulated by state courty
during the period from the 8505 throvngh the 870, Ea. People v Miner, 6 11 344
HAEHE Dennis v, Mayvoard, 15 11, 477 (IS5 Anderson v, Kerns Drvaining Co., 14 Ind.
THHLE60Y Davidson . Otis, 20 Mich 22 (1870 People v Shephard., 36 N Y. 285 (18641
Peaple v, Draper, 13 NY 532 CIBSTL Sharpless v Mavor, 21 Pao 147 (1553), See alsu 2
IKENT, COMMENTARIES ON AMERICAN Law 05 i6th ed. 184K
ar mmicipal corporations, which exiet only for pub]

oy .lllli TOSOHUTCYes Ill‘(’(‘\!iill_\'
Csoctadand political problems which the
FERNETTL THE YEAR THE BI1G Arprr WeNT Buse

s anvnicipal corporatinon created by the
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was in the midst :,m the worst fiscal erisis in ity history and appeared to
be en ihe brink of defanlting on i i .
h ! cmulting on ity outstanding oblizations,?

st lesislature,

enkirge. resirain

to changze, noadify,

R . .T: clissie statement

possesses, aid can exercise,
inoexpress werds, second,
powers eapressh ited, o]

of the corporation—na

sciddint ot

AITEYERN

Vinersenes
Rev, sy 197

tities resulted i courts” const

wntleonsiy

2. Similar to other

msure e ade

New Yok

EANREN i

The immedi

wls or
YHTH CONGL ISt SESs. NEw Yous (
ITs ECONOMIC IMPACT AND OF PROI
The city thes faced the prospect of
of dramatic new covernmental oty Muosicrear
CITy 0F NEW YORK. AvNUAL Hevory 12
REPORT;. The

SOOCTIOTNIGHS

COINDINMTO { eangng |

CRISIS. AN FA L Al ton O

RISE SO LIONS Y (o

R Al

ASSINTANG F CORPOH A [N

[L5 BREE S L RN

- and ~hort-term

ar several vears New Yo

H

N oover s prie
e Dasuance of i )

OTier to repay Pre

T ; T3 18T 75197075

SHORT-TERM DEBT i = R
.w:&mi Notes s A3} 3 Hi
Tax Auticipation Notes HES 232 23 .:,l ...fiﬁ 2 |m
Revenue Anticipati Vote i e 87 " 0 2,003

e Anticipation Notes trfi 1180 v L 2,360
Bond Anticipation Ne h ™ e TR
Jdncheding Notes for
Limited Profit Housing:

R ¢ Housing: i %t 37T b 1,37 = 1,108
Urban Renewal Notes 44 5 . M.* ..x,.“.w B ,_uw s
. : B 4w G : - 25
. o A . S A 2
TOTAL SHORT-TERY 2241 2647 2511 5418 <540 3,311

3647 3 3. 4,540 +3,31

LoNG-TERM DEBT

iNetof Sinking Fund Awseta) 4361 4714 3515 6007 6,73
I * R - ) ) s 4

Craxp ToTaL 3540 7005 8,162 _ 8519 10,150

ps = ]

HEE

1957 . STATE CREDIT 639

Tn an effort to convince potential investors in City of New York
\unicipal Bonds and Municipal Assistance Corporation IMACE Bonds
of the seriousness with which the state and city regarded this crisis,
the legislature enacted comprehensive measures which had a major
impact upon virtually every aspect of the governance and financing

of the City of New York.# In so doing. the state assumed major re-

AMAC ANxUaLl REPORT at 8.

For further disenssion of the causes of the economic and palitical problems which
beset New York City, see F. FERRETTI. THE YEAR THE BIG APPLE WENT BusT (1976);
tovi Econodic Cosng, 841 Cone., 18T Sess. NEW YORK City's FINaNciaL
Crisis, AN Fvartation oF (7% EcovoMie IMPACT AND OF PROPOSED POLICY
SonuTioNs O Print 1975 MAC A~xNUaL REPORT, supre: Interview with
Abrahan Bean cing New York City. CHALLENGE. Sept.Oct., 1875, at 37; New-
field & DuB Ranky to Citu: Drop Dead, The Village Voice, Nov. 220 1976, at 11
1. 1973« 31, NEWSWEEK, Sept. 1975, at 270 31; N.Y. Times,
Boad L Sept, 2% 167308 foat Mool 1odd, Octo 15,1975, at 1,
I New York Go Brokes And How Many Cities Wil Follow?
Ercht Rooht One s Sept, 197 ipublislied paper delivered
werieal Bar Assooation N Freedom fro .
DO Dee, 245, 197R
VMunicre] Asastace Comperation jor the Citv of New York was established
New York on JTune WL 197350 Its two statutory purposes are o assist the oty
it interruption, and to institl in-
MAC ANNUAL REPORT. supre
sital market
< which are morally, bus not legaily,
NY. Pus. AuTH. Law §5 3001-
e s New York State Mu-

ST

[ristitute on

fion in the public

Letool Tune CIBR-IAY. 18T ONLY. Lews (M-
billion short of s goal at the commencement of the

emergeney sesston of the New York State Legislature, however, despite tax-free interest

fvipal hond rating agencies. and presen-
hicage. Dallas, Des Moines,

i, San Francisco, und Seattle.

Tates . trom: the

tatinns by MAC

Hurttard, nistor, Lo

MAC Anxtal RepenT,
On the legal stutus o

s

©1s to bankers 1 Boston,
cles, Ninneapolis, Philade

{onate w. at 11,

s which are not backed by the “full fuith and credit” of the
- Wein v Cin of New York, 36 X.Y.2d 610, 33] N.E.2d 314
gation bonds [ssued

ISSUL QO eI o
370N Y.S.2d 55015975 ity cannut hecame indebted on moral ol
by public comorations capressly created to add ity Williamshurgh Sav. Bank v. State,
243 N.Y. 231, 133 NLE. 3% {1626 tholder of moral obligation bonds has a nioral but not a
lega) claim enforceable against the issuing statel; Town of Guilford v. Board of Super-
visors, 13 NY. 143018330 (legislature can recognize Caims founded in equity
and DGttt “Maral Obligaton” Bonds: Ulusion or Security?, 5 URB. LAW.
3 klyn Law School, to the

City Club of New York (Mar. T, 1875 and Quirk & Wein, Twilight of N.Y. Municipal
Bond: Equivor : Judiciary Blamed, The Daily Bond Buyer, June 30, 1976, at 1 col. 2,
4. New Tork State Finwnciel Emergency Act for the City of New York, 1875 N.Y.
Laws. chs. 565-870 [hereinafter cited as Financial Emergency Act], 1975 XY, Laws, chs.
871-595 (McKinnev 1975 Extraordinary Sess. Special Pamphletsi (legislation concerning
the financial emergencies of the cities of New York und Yonkers!. Sce Freilich, Bracken,
& Denney, Recent Developments in Local Government Law, & Urs. Law. 385, 391-601

silcel; ar

n
34 {1476: with Address by Leon E. Wein, Professor of Law, Bro
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sponsibility for the financial direction of the city and committed its
cwn funds, and possibly ity credit, to save New York City from de-

S

rawting on its ebligations end from probable bankruptey.

¢ Municipal Fiseal Crisis, 4

s Covvment. Thy
Dilad URE. L] 34530 19TEL

3. Despite these mewnures, New York Citv o
bonded debt in Qctober, 1975 N Y
assistance, oiby officials predicted ¢
December 8. 1973, President Ford re
term loan to the citv, New York O crog Act of 1975 Pabl L NG, 844113,
&9 Stat. 79T (codified at 31 US4 o130 T TRRY Nee generally 2
MeODY's INVESTORS SERVICE, N, THF APPRAISAL OF Musicrean Creprr Risk,
ch. 8 {1975} Address by New York City Comptroller Harrison ] Goldin, “Municipal
Bankruptey: The Ultimate "Fiscal Fuasco. ™ Americas Bar Avac National Institute

20T

b defandted on the repavment of ity
L Withoot federal
er defanlt, Id. Oy

hitlion short-

mpnovingT o 823

on TFreedom from Fiseal Fiaseo, Wt
The Financial Emergency Act, supr
Obligations: Financial Emere

pavment Plan for &

Lot lon ep i Locul

Y s

LocaL Fin. Law art. 11t 6 hy ade HUETT Unuallv eslled the
“prebankruptoy stitute.” the law Shor et wh does
default on its 1

st ob wnch aetsons while the

city develops a plan to Girre Dyl urd 4 ngoa

ntnenl of
T USCO§ 30y

bomdiotal
petition in hunkoiptey under any tederal lew
municipal indebtedness.” In 1976, Chapter 1%
(19701, was revised to provide
Revised Chapter IN provides that 7o s’ e manteined i major city
in oz stzte of hankmiptey. but dues 1
York Cits Comptroller Harrison | 6
T o B

Fashinat
sngt

stosencoes ares Address by New

pad Banderuptes . The Ultnnate "Fiseal

coan T reedon: o Fiseal Frasen,”

T 3

whether educa

Wy &

HATIST

stutis

declaration of bank-

ruptev.
New York City iconr
shared by other

flagal rey ities which are not

Serty s the eaclesive local govern-
iosenvorces which in other cities are

depabition themseles, MAC AN-
cat T The an bostorieals has provided some publie ser-
uts 11t this country, notably ex-
R T TE s, New York State Jaw
New Yok to fnd Tocallv o relatiy ¢y Jarge percentage of certain
v ocourt syatem. In fuet, ubout one-fifth

ment for taving and s
provid
NUAL REPORT. supre o

vices which ure

d by docad

d by most lodd goves

\ . o
tensive hospital o meosyatems Unidihe most of

ire the (i

other costhy semvices, prine

of the cinns locid tex proceeds i applied to hospitals, higher education, welfare, and

are bankrupiey 2 would lose its real estate taving

1

s dd Were New Yo
: ritv. used to Liunded debts. Address by Compiraller Goldin,
stepra. at 6. This waould jeopre e 43% of the ¢ity's tax Jevy. Id.

For materfals deuling with revised Chapter 1X, see King, Municipal Insolvency:
Chaprer IX, Old and New; Chapter IX Rules, 50 An. BANKE. L.}. 55 {1878}; Klein, New
Chupter IN of the Benkruptey Act, 22 PRAC. Law. 75 (1978); Note, The PBecent Fe-
vision of the Federal Municipal Bankruptey Statute; A Potentig] Reprieve for Insol-
vent Cities?, 13 Harv. ]. LEGIS, 548 {1976); Note, Municipal Bonkruptey, the Tenth
Amendnient and the New Federalism, 89 Harv. L. Rev. 1871 {1976}; Note, Executory
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Upon declaring that 2 state of financial emergency existed within
the city,® the legislature took a number of stens to deal with the erisis.
It created the New York Stute Emergency Financial Control Board o
essure that the New York City budget would be halenced by Sscal
19T7-787 instituted a wage freeze upon city emplovees:® authorized
the State Comptroller to buy MAC bonds with the monies of seven
pension funds:® imposed a three-vear moratorium on actions to
enforce the citv's outstanding short-term obligations. i.e.. tax antici-
pation notes, bond anticipation notes, revenue anticipation notes,
hudget notes, and urban renewal notes.® but only with respect to
noteholders who declined to exchange their notes for an equivalent

Labor Contracts and Municipal Bunkruptey, 835 YaLe L.J. 957 11976%: Note, Reform
of Creditor Participation Procedures in Municipal Bankruptcy, 85 YALE L.J. 423 (1976)
: ster [N of the Ban!

kruptoy Aot Ad
P Political Agencies and Insrumentalitios

H
tment of Debts of Po-
"* R. Laufer, State Laws
Invoelving Adp pal Debt: Pron ~. Constitutionality and Relationship
to Federal AMuni Bunkruptey Law tunpublished papers delivered at the American
Bar Assocration National Institute on “Freedom from Fiscal Fiacen™ Washington,
D.C.iDBes 2-3, 1975

Prior to assuining cffice, President Carter announced in a meeting with Governor
Hugh Carey, Mavor Ahraham Beame, and Treasury Secretary W. Michael Blumenthal,
that bankruptey was nat a viable alternative for New York, Wash. Post, Diec. 29. 1578,
§ A, at 4, col. 6.

6. Finunc:al Emergency Act, supre note 4. at oh. 868, $ 2-a. The signifcance of a
state declaration of finanoal emergensy was discussed by the Supreme Couvrt in Home
& Loan Asnoo Blusdell 280 U 8. 39% 11634 The declaration of the existen

cral en wE ing iz sfequate
<t Lo Towe Lo censtinutionsl powens Sossessed
noe reatr < Fe at 425 Rother sthe legivhitive fnding of en

emergency fumishes the oucavon for the state to exercise power which, while already

possessed. 1x rarely emplned. d. at 426

7. Finaneial control of the ¢its is to he exercised by the Govemnor, as Chairman of

the Board, the State Comptrulier. the Muvar, the City Comptrolier, and three members
1 ; ) 1

appointed by the Governor, Frumgial Emergency Act, supra note 4, at §§ 5-6. The city

F
mast submit for the Board's approval o financial plan which will balance the New York
City budget. Furthermore. all major ety expenditures as well as contracts entered into
by the city or by any organization recewning funds from the city, must be consistent with
the financial plan. le. §§ 7-9. Thus, the Financial Emergency Act subjects various fiscal
functions traditionally within the citv's home rule powers to direct oversight by state
agencies,

8 Id at § 10 For a discussion of issues raised by this zction. see Comment, The
Constitutionality ¥ ke New York Mun ipal Weage Freeze end Dol Joretorins, Bes-
urrection of the Controet Clause, 125U, Pa. L. REv. 167 [ 1976).

9. Financial Emergency Act, supra note 4, at ¢h. 870, § 14. This provision was de-
clared violative of N.Y. CoNST. art. V., § 7 (pension benelits shall neither be diminished
hor impaired) in Sgaglione v, Levitt, 37 N.Y.2d 5307, 337 N.E.2d 502, 573 N.Y.8284 79
(1873}

0. New York State Emergency Moratorium Act for the City of New York, 1975
N.Y. Laws, ch. 874, es amended by ch. 875 (McKinnev (975 Extraordinary Sess. Special

Pamphlet).
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in states with similar constitutional prohibitionsg against the lending of

o
state credit to municipalities.?3 Thus. the credis lending issue con-

T oned by the State of New York is one that wil probably face state
ey tures across the country as they devise aid packeges for their

rarcially troubled cires,

i
st comment will disenss e historv and theory hohind state con-
stitutional proliibitions against lending state credit to munteipal cor-
porations and will suggest possible indicial responses to the problems
that are raised by these previsions. Wi v St Wil he evaliated
in light of the anah sis presented. and legislitn ¢ repeal of the prohili-
tions will also be discrussed. Throuchont e implicit biases of thig
study are that metropolitan arcas within the Uniged S

I

tates ought to
receive massive infusions of state awistance and that they wre denied
this assistance in part because of the constitntion.] credit lending pro-

visions.

L Historica BACKGROUND OF 1111 ProOmisrrmoss

Constitutional limitations on the gh

B o state Tegislitiures 2o e
credit to thejr municipal comporations las e been velerred to s anach-
ronistic becanse they create sorons difticultios iy arketing honds for

many financially burdened smaller amits of focal covernment.2s De.

spite this characterization. fortv-four states gencrallv forbid Toans of
credit to or on behalf of anmy public or private corporation. including
municipal comaorations. 26 Massacliisetts maintuins o similiar prohibi-

—_—
119735 I JacoBs, The Desti ans Lire [
FRRY & 1. SHABRANSKY. URBAN PULITION anp Fturpe p CY IS8T Y NGinen,
2E URBANIZATION (ip MODERN ANpgics T3 KERORT oF Tye NATIONAL Ap-
VISORY COMAISSION 0N On g Disokoess juss
a National Urban Growtl: 10 o h o Seaad wnd Polioy Stishes, Yale Uniyore
SI (1973 fwork e paper of the Centes tar the Stads ol the (it aned ey Environment:.
But ¢f P. PORTER. Thy RECOVERY 0F Aurpricas Crries (1976:
of ¢ities to uttaip Hnancial independence and
places of residence:,

] in

Yates, Gl arie] Strategios tor

revents favor the abislin
tocompete watls suhurby o wttracts v

23, It should be ngted 11 at with the exception of Boston, all of the
cities listed in note 22, supre. are located 1 arates
bidding louns of sttt credit ty, wiapad or i

iblic comporations. See notes 26, 27
& accompanyving ten: nfra. ALessachnsetis atficialy huve made it clear, however, that
they do not intend to axsint Boston with ity fiacal problems. Boston Giohe, Nov. 29, 1976,
§Latl ol s
39NY.2d 136, 347 N.E2d 386, k3 N.Y.s.2d 225 197€;.
- Ser | FomRDHAM, LocaL GOVERNMENT Law 6] {1575); Minge, Guaranitying
Municipal Bonds, 1971 Ws, | Rev. &y,

26, Ara. CoNsT. amend. XXV Aras, CoNsT. art IN, § 6 {rublic credit may not e
wied except for o public purmposes, Arp. CoNsT. art. IN, { 7; Ark. CONST, art. 16, § 1,
CaL. COxST. art, VL § 8 Cono. ConsT. art, XL § 1 DEL. ConsT. arn. VIIL § 4, Fra,
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appeared i the New Jersey Constitution of 154449 the New York
Constitution of T5%46.30 and an 1545 amendment to the Muaine Cone
stitntion #2 1n the sume vear as Maine's constitutional amendment.
Wisconsin hecame the first state to constitutionalle prohibit the louan
of its eredit to mnnicipal as well as other corporations 33 Kentucky
adopted a similar provision in 15504

By I8T3 following a period of renewed interest in internal im-
provements after the Civil War 35 Tocal indebtedness reached crisis
proportions™ and over the nevt several decades prompted o new wave
of state constitutional provisions limiting the ability of states to incur
indebtedness 37 These provisions can be classified into four general

categortes, prolubitions on public debt i excess of o stated amount or
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tions on the purposes tor which nublic funds could be ex-

L
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FEPRATR R TR

APPENDIX

Financing for the City of New York, May-December 19735

{8 Millions)

M—(j!]_!"]']_""“—"**“——-— — Action NI(.‘rl'l“ll:, §
T, U1 L1111 SO 47101 >
May-June State aid advances to Cin » otal :
' 500 .
June-July Bridee” T o ' . Z
: ge” loans from commereial banks ol $275 million =
. . . _ 5
July Sales of MAC bonds z
to public 5
to commereial by gy L ) 3530 -
ercial banks [see note 3 & accompanying text supra| 1500 000 N
August Sales of MAC bouds ) :x_j_
to public 2
‘ - . ) 20 =
to bunks. City and State pension funds [id.| fj-ij %40 =
. i / .
Sl'blember .Slzi‘l;; agreement to purchase dehe of City
(S2300and MAC (83000 [ser notes 13.15 & e -
Sales of MAC bonds e 1515 & accompany ing test stpra | 50
to banks, City pension and sinking fumds, =
State Insu,-.‘_m(:v Fund, and certain institntions L mote ' & =y
accompanying text supreg | . 1o
DD 1,307 5
kit
October Sales of MAC boads i
to Cily pension and sinking bonds, wnd N "
State Insnrance Fud Al N
November Sales of MAC bonds
to City pension and sinking funds, State ‘
Insurance Fund, and certain institutions M)
State Jegislation establishing
moriatorium on publicly held City notes [see notes 10-F1 & aevom
panving text supra| b6
Agreement of November 26, 16575 "
Stretchout of City Notes ‘:[[J]
Cxehange of City notes for City bonds 1 :'.]
Agreement to purchase City bonds :f:) i
Further agreement to reinvest City hond proceceds ',.”', . .
Stute tax increase package H00) vobh
December Federa) Scasonal Credit Agreement [see note D & accompanyingg ) 00 0
text supra "
12,050 12,1050

Grand Total

MUNICIPAL ASSISTANCE CORPOHATION FORCUHIE Crry oF NEw YONK,

SOURCE:

99

HELE

ANSUAL Do 16 (i




—~

P M yayung Jod X9 ojdoad ‘¢Ty AN Ly So[u0uy] A US[]Y [o1
x8 ojdoa ‘011 AN 9% Woqny A UPWSald [o.1 X8 ordoad ‘gLl
AN SF ‘quug A sourgfj 92 X9 9[dodd ‘04§ AN ¢€ Ty
4 opdoog ‘09 AN 87 “o3seyooy jo A1) 4 OFIF[D FIT AN
v POy 4 9[dos] ‘9eh AN £ SUI[I91S jo UM A PINOY 68y
AN €7 ‘BoUaf jo Usmof 4 ulrels 8¢ AN 81 9HoY JjO a7e[[TA
A owoy jo yuvg ‘o AN 1% Yueg 78N Ajuno) 1935940
15944 4 9[dosg) "uorielodiod dignd ' JO ple UT }IPaId SO1EIG
sy jo ueo[ 1o i B 10f opusold Aeyy jey) UL JIOK MON JO
81215 9Y3 JO UOHNIISUO) 8] jO 1A [9134E JO g UONOSS 91E[0IA
CL6T JO SMBT U} Jo (L8 Pue §9§ sioydey] I HOA MON
10 £310) 9Y3} JO PIB Ul 10 0} JIpald 21815 9} JO UBO[ [BUOLIMIIS
-u0sUN UB S3AjoAUl Asuoul Jo uoljeridoidde Ue SB W9 1L [eadg
£q PezII9IOBIBYD UOI[IW (0g3S °UL I quepedde ‘Utep Qg
U0y 10} FIUNY f WM Pur 95 oid ‘uispl piempy doef

‘pi[ea pue [BUOLININSUOD (018 YO ‘GL6T T 49 pue
se ‘gag Yo ‘cLeT D) YI0X MeN jo £31) 8yl 10 PV Aduagiawiy
[eloueUl] 91B1S 89U} JO £ PUB gZ SUOIFOLS Surre[oep sjUBpPUSJSP
01 juewdpn[ Arewrwins pajuelsd Yorym “quswrSpnf Liopeie(osp B
J10J WOTIoR U Ul £1Uno)) J10X MmON Ul GL6T ‘TE 19G032(Q paleiud
-p ‘NVIWTEI] ‘], THINVHLVN) WIsj, [ewadg 18 3no) awaxdng
am o 1uswSpnf B Woij ‘Spunolsd [BUCUIN}SUOD U “IVEddY

‘PAULILGE ‘CCF PF ST $8 H40X MAN JO 27815 A UM

a[gRu
a1e sioedsoxd [Eosy oy} SB Bu0] 05 ‘9SNgR YINS OU juasoxd SUOT)OBSUEI) JURISUT YT,
‘paaanou; A197851poad  SINNIGRT] JUSUNUED 24N3Ng 3O gapuanbasuos sy uwoyy Ayaazsod
jo930ad ©F PIPUSIUT SBM IPIID 591B}E 1] JO SUBO] 10 53J18 18urese uonjigiyoad [BUer)
-nEU0D 2y ‘L[[eIHI0ISIH SYIS 91elg Qoueuy O} SUIMOI10] WI13)-3U0] JO SN ponqryed
A][BUCTINGIISUOD SY3 03 ISBIJU0D Ul quowiedsl jo Ieed oyl Ul }OYSP B JO UCIIESID
poaIput do weup am £q siededye) sinjry usping JOU (M ‘paasjstnupe Azadod
suoneSigo A1erodwal yong anssT WIa)-1i01s Mol B 10 sueriefifqo wey-SU0] ojul 1340
Po{[01 8¢ 10U £B Yaym pue 123K au0 ulfilw paredorjus ATESTIUSTINE $INUIASL PUOY
pue jueid [RIopa, ‘X¥} PSIIWIWOD Aq PaIniss aIE Il '$sj0U urlg}-aoys ysnoIql
paureElqe 8q LBW spury paimbaz syl ‘sSumozioq £q paouruy Apueiodws) sig spuny
ay} 19Uy JO SSI[P1eBol ‘PUBY Ul LSBD SAAJCAUL UOHIESUEL] i} “108png peoueieq B
A3pUn SPBUW USBY SEY UBO[ 10 YIE € 10] uonjeradordds a3 215ym ‘pue ‘pauso| 10 usALd
aq Asw puey Ul USED JEY] {IUS ‘gorpededaos o1pqnd 38Gjo 10 [edomuno B 0} Asuowt
Jo Surpua| 10 SurAld ay3 J1gq1yoad 30U S30p UGlINIIsUe) SYJL (1 pans ‘g § ‘TIA ME ‘Isu0)
AN} suonjerodod drqnd o1 83B}F 313 JO IPAI A JO Sutpue] 10 Sulals oy jsuiede
neorduosoad 811 2BTO1A jou Seop ‘@drjorRad [BUCHIMIIISUGD Pi{EA JO SPWH 31 uryoral
aym ‘ARanoadsal yIog meN Jo L1 Syl 0] uorjeiodio] souesssy  [edrorunp
5} pUB WIOK MAN Jo L)) Sl 0} 520UBAPE S[UESINQUISI 10 UOHTIO Qpeg pue
uwoI[[IW pegg jo suonelidordde puny 03 830U uored (DT]UR SNUSARI JO 8oUENSST ]

-1e24 auto urgiIA peredoriue A[[EOHUSYINE SINUIASL PIPILTLOD
Aq PAINDSS §310U WIS-1I0YS YISNOIY] Pauieiqo aq Aew spuny “4adpury paoueeq
Iapun Spvul Uuseq Sey 10J9I9U3 uonrridoadde slaym ‘pus ‘paurO[ I0 usald
[9SUNOY 3O S04
8T f9eT PZAN 6€] THOA MEN 40 HLVIS A NIIM

aq Aewr puey Ul SEd 3DUIS ‘suopjeiodiod orqnd 01 3EIG JO HPILD JO Burpuaj
1o Burard jsurede uorpdriosoad [BUOIINGIISUOD 3IBOLA 10U O uonetodio) soue
4sis5y jeddtunly pue MI0Z MmN JO £31) 0} SOOUBADE S(ESINGUIIAI IO} SUCTIE
-udeoadde punj 0} pansst s3}0U uonedidluR SHUSASL — JIPAID JO UBC] — 31815

9261 ‘€% WU PAPIoap gL6T g1 £enuer pensiy

‘syuspuodsey
“Je 18 H¥0X MIAN 40 TIVIS A queieddy ‘NIEp H NOIT

“POTULIIGE SISPIQ)
-uotuido ajBIRdas B Ul 9810481 0] S9)0A

puB SjUSSSIp NESV oSpnp NALITAY afpnp Jery) Uitm Jnduod
I¥00,) PUBR DHIISHONY “WATLHOVM ‘SHNOf TTTHIHEVY) Sespnpe

“UOTIRTAUOD
jo sjuswdpnl oyl siEisulsl pue ‘goaeas oY} Jo AYpI[BA 3}
uresns ‘uotsial( 21e[[2ddy 9yl jo $19PI0 9U3 SSI9ARI PINOM |
Cogg d je ‘widns
‘Syumemidly) A o[dood) ~ peiolisep 2q 1y, juswiiede 93
u1 aq 03 mauy sorjod oY} YOI SO100IBU 3} I} JpooyT{ayI]
poamsoiad B ‘9I@9I0 pIp A[IUSplAd pUB ‘91BaId 0} JULTOLIns
sem UOIJBNIIS 9Y} WNS U, 'YoIgss IRU) Papniouoo aorod
o7} uSUM JOOP AU} FPISING SUNfEMm PUNO; Sem I5yIBpURiZ
I9]] 19710} 8Y} UMOP SUIBI0D PIAI8Sqo Asnotaead ayy paysny
‘puegsny I9Y Jo Isvdie 9y} uodn Aj9jRipoWUL ‘9J1M 5 JUBPUIIIP
5y} ‘peepu] 'peuleIqe 3¢ P[NOd> JUBLIEM B 910j3q jJO pasod
-s1p aq pnos s3nap oYy 1Yl 108uep 2aeif B SBM 919U} ‘Z3]
-BZUOL) POISAIIR BUlABY 20U() Juafe 18A00I18pUN 8YL JO A1IUSPT
oy} INOQE SNMOAISU JUINDSG PBY ZI[EZUO]) 10] Aonb epeuw:
aq 0} peY 1$diB JJ, 'SSTIp 10} yusuriiede Jeyj UdIess o
puE ojIM SI pU® ZO[RZUO0L) }$aile 01 I5TEY argeqoad pey ao1jod
sYyJ, 'osed SIyy 0 e[qeorjdde {(ny ST S7USWI ‘MITA AW U]
(189 d 3%
‘PZAN LE) . 19SS8] 9]} 1940 peiejaid ag UOISTLIUL 1978313 8U3,
1e11 puBwWsSp jou pip Sise12iul orfqnd pue ayeatid Sunpdutos
oYy Jo Suirereq S[qISUss I0 118} B, JBY} PIPTOU0) 9M "goaeas
sYBIpeIUL Ue AQ POISpussus 1BYj UBL) spnjrudeur iojesid JC
UOTSTLITUT UB POAJOAUL SARY DPINOM SIY} ‘I9ASMOF] "PoUIEIqo SEA
jueitem B o[Iym jusuniede SJUBPUIFOP Oy} JO PS[BSS OABU
St 2o1jod oY) JRY) POJOU SA\ PI[BA 9¢ 03 UdIE0S SSO[IUBLIBA
oYyl PIOY oM 918y} dIom PIEs PBY ISUWLIOJUT 33 ruenfizeu
JO SYOLIq 8} PUNO) PUB ‘I18ulI0FUl 34l Kq poqLIdsep sB ‘Iassal;
ay1 Jo uoteso] 9yl o} papaddoxd Aoy, "maTA usdo Ul BUED
3%e) J0 IUSUWISTIBIG

SHTMAS PZ ‘SIHOJHY MUOA MUN 66 gel



s omieis oyj Surdin 1nod sy 03 A3oaatp sjeedde refedxey
poureld (0.8 U° ‘GL6Y T AQ PWE B ‘g98 UYd ‘CLET D 10X
maN Jo L11) °yj 10] 10y LouaSiswy [elourulf 93815 9} JO £7
pUe 77 SUOI3098 [BUOIINIMSUOD DAIE[D8p UOUOUl U0 ATLIBUINS
1100 dweadng UCTOR S IoABdXE) ¥ U] "TELIdug adpnp JatyDd

('8%g AN 80 ‘BIUIH jo AY1) 4 pysaowo) H1v AN 908 |

‘70T Al ddy T8Z ‘98% OSUN §0¢ epzijjodl] A UnWZ]ES 88,
AN €87 ‘cog aq ddy 09 BoI1] jOo A1) A EPIBUQ jO Ajunoy
‘60% AN 08Z 94y jo umo] 4 ISKT jooy2g 98l Uoly] 1% AN
Q1 A N JO 411D jo 2088y 4 ‘USSY ‘qnd P Fulid ung ‘g1¢ AN
ZOT ‘@o'in A "I "N jO AJp) Ul ABS 19 yuegq ‘L¥Z AN €7 ‘Uojs
-UUHF A 35eI0] (] [o1 X8 a1doog ‘019 PZAN 9F FIof MON
Jo £317 A uragy) yoeoadde prsur e jdope pue ss[nd punoid ayj
a3uryd MoU 0} ‘HI0X M3N Jo LI pue 21BIS 9Y3 JO spdoad osug
1O $]8043)UT 9Y} Ul Jou ‘eo13snl Jo $3$9191UL Y] UL 2 J0U PINOM
31 ased Syj Ul S1ANOD {I0X MON O3 £q eBaxe sy} Ul usye)
yoroidde orisifeal ayj U0 JOUBI[DI SIGBUOSEAIL Ul PIjOT 9ABY
s10389AU] ‘TIT (0€% S 92§ ‘B39 AN €67 WyBH 4 yurg ABS 4
‘N 7887 69¥ AN 1€¢ Yurg JBN Aunoyy 18750YoIsa M A 8[dodd
‘7%l PTAN ¥1 ‘86% PadV 0% Syng 4 PISOL] JO 191187 019
PZAN 8C ‘19¢ PedVv Ly Yiof May Jo A1 4 up R¥E AN
80¢ ‘BaIWy jo A3 4 Iysalawo) Hiy AN S0f ‘€501 Al ddv
187 ‘08% OSTIN §0g #epyadiuy A uewiz[eg 69y AN 088 24y jO
UMOT, A “ISYT JOOYOG 224 UOIUf}) ‘gasodand 211G J10] Ajrewrad
st sanyTpuadxa 938IQ Yons 9UIS [BUOIINIIISUOIUN JOU ST A 23
10§ spuny jo uorperidoadde ss1eIg OYL 11 (69% AN 083 24
Jo umoyg, a P87 jooydg 9oL uoruy] 1LeZ AN GST “A N JO 43D
JO J0ABp A USSY qnd ¥ Uil ang €9y AN 1€% yueg 7eN
ALunoy) 1o3seyoisap 4 8[dog) TWOTINIIISUO]) HI0Z MIN 3} Jo
IIA 910TMIE Jo @ UCIJ09s Jo Juiuesiu oy} uryim  1psdo,, Jo 1318
106 UBO[ B SAJOAUL JOU S90P 8SBO juUvISul oy[, | 9F¥LIND SNolllE
‘SUOIIMITISU] [RIOUBULY YI0X MON UIBWS)) I0] 072US() [ UYOf
pue gif ‘exg[) -7 oqoy ‘upAl[ng.(Q [ SBUOY] T Avpdy
Agp uvoLiBlY ‘A] ‘PIRUOIOW SHTIM ‘P SP[BA uopIngierf

(229 AN €6 ‘uyed 4 yuvg 48G ' N 1584
‘78l PCAN T ‘867 PZAV 08 SynH A PISoLf jo 181EH] 019
PZAN 9€ ‘L9 PEAV LY FI0X MN jo 431D A UI3HM ‘69F AN 08
“aA7f Jo UMOT A ISKT [ooys vadq uory} I AN §08 €201 Ald
ddy 18z ‘98% oSIW £07 Wopedul] A uvlz[Es) “J1esit 93815
ayj , Jo pie ul,, Uayrjiapun aiom hmaﬁ asneosq uorm}IIsuo) syl
1o TTA I0T3ae JO @ UOlo3s 91B[0la 30U Op mﬁTSO.H.HOQ WLIS}-1X10YS

TaLzug s8pnp J91y) ded ucrud)
66T {981 PZAN 68] HOA MEN 40 HIVIS A NITM

Juenbesqns §,9181Q Ayl pue 0y Ldusiewy oyl Ul .
-oxd suonjerzdoxdde oy ‘A (F1% AN S08 ‘€Z0T A
‘9R% OSTAL £0% ‘TIeazijody 4 upwiz[Eg ‘019 PEAN 9€
Ly FI0Z MEN Jo A1) A UM ‘8¥g AN 808 BUW]H

rysedou1o)) ‘1872, AN 8% BOI)] JO AW A BPIAUQ FO LIt
AN 087 94y Jo UMOJ, A KT [0042S 8844 UOI[]) '}
213 jo suonedi|qo [eS89] 9y} [[Y[n} 01 UsyElIepuUn =
2S1BI8q 1PIO JO UBO] 10 YIS B [1B3UO JOU OP 831 57
93E)q UlIa)-1I0ys Y], "Al 9194 PIATOATI SSUIMOLIOY T
pue suorjeridoadde oyj o3 Aldde jou soop esne(d }pe
10 9718 ey, il wonyerodiod oyqnd e 03 suonerido:
£ystyes o3 sSUTmMoLIog U0 edIdNUR SNUSA3L ULIS}-1I0:
0] 91BlQ oYy serztioyzne Alsseidxe uolIn}IsuUO) S
opIME Jo g UON0RS II (GES Pg 98T gL {di0p Jue
N 2] 3404 MAN JO 43D Jo IPEW 69% AN 08% 942
A ISI [ooyaq saly Uoluy]) "JIpaid $.393elS Oyl jo
g [1RIUS J0U SA0P UOIIB[SISA] padus([eyd oy, 1 erLL
oK MaN Jo K11 8y} 103 uonerodio) SOUBISISSY

3y 10} WOSHTY ‘g UBS(] PUB IoyIY Xepy ‘PIEGUIS[Y

(08 PEZAN 8% 43
A Aydinpy 1% AN €0¢ ‘80T Al ddy T8z ‘98%F 2SI
arreduiy 4 URLIZIES ‘G9% AN (082 94y Jo UMOL A %
ool uoruy] ‘G9¥ AN 163 Yurg JBN LuUnoj
4 a[do3J ‘C1Z PEAN ¥ ‘Siowog jo umojf A SUIZSIM *
‘067 PZAN 6 UBPHSBUON A ABMI0BY J[PASS00Y JO I8
SN 69€ ‘€9Z PGAN 01 “wwoy) jusy SuISnoff o7ejs /
A 0D A 4 T T ‘LE PCAN 91 “esmod 4 [9719g U¥A
‘618 PZAN @1 "0V A N Jo 30 4 doys Yol
-ngyy) "Ajdde jou §20p JIPaId §,218)g 93 JO UBOT 35U
-igoad [BUOIINIIISUOD SUT, [[I 'Punyd SoURISISSY [BOC
suonyeridordde 10y opew ST uonydadxe ON "sucljBLId:
07 SUIMOLIOg ULI}-}10Ys stiuzed A[ssardxs UoTNIns:
(019 PGAN 9€ FI0L MON jo A1) 4 UToy -8¥E AN ¢
Jo A1) 4 1yserau1oy) ‘69F AN 087 9AY Jjo UMO[ A
sal, uoruyy) ‘suotyerodiod orqud o1 Leuow jO SOU
-mnsuod e st uonieladordde uor[iw QGr$ SYL T
33149 INYMIY 10] {]ISUN0D JO ZIMOYSIIE Y jonil
-3I§ UOS[apY A9[IIYS) [BIoUI-AoUI0NIY ‘ZJIMONFST

‘aeig €
oY} SPA[OAUT SULMOLIOG WIS}-}I0U§ ‘A] 'uuioj £u
21e3g Jo ueo[ Jo PIF Ay} syqryord UWONMIUSUODH
spore Jo g uoloag I (82T AN €S “o[/eqoFd 4

18sunon jo siulog

SHIYES Pg ‘SLYOJHY MUOA MHEN 6%



39 NEW YORK REPORTS, 24 SERIES
Opinion per Chief Judge BREITEL

nstitutionality NY Const, art VI, §3, subd b, par [2);
R 5601, subd [b], par 2)-

a desperate fiscal crisis the Nation’s largest city faces
cruptcy and the State lacks cash resources to tide the city
. its immediate problems by outright grant of funds. The
- is whether appropriations, at an Extraordinary Session
he Legislature 1n mid-fiscal year, of 8250 million to the

- of New York axd $500 million to the Municipal Assist-

> Corporation for the City of New York (MAC), to be

ied by short-term State borrowing in the form of revenue
ax anticipation notes, constitute a gift or loan of the credit

‘he State to public corporations, in violation of constitu-

.al limitations (NY Const, art V11, § 8, subd 1

here should be an affirmance. The Constitution does not

wibit the State for a public purpose from giving or lending

money to assist a municipal or other public corporation.

r does the Constitution prohibit the State from short-term
-rowing in advance of anticipated taxes and revenues to
1d appropriations previously made. Indeed, short-term bor-
ving for this purpose is expressly and unconditionally au-
srized by the literal terms of section 9 of article VIL Hence,
+he State chooses to use the proceeds of otherwise constiiu-
mnally valid short-term borrowing, payable out of anticipated
venues, in disbursement of an appropriation of money to
sist for a public purpose a municipal or other public corpo-
tion, the State’s “eredit” is not extended to the municipality
- other public corporation in violation of constitutional limni-
tions. The device is that the State gives cash in hand to the
\blic corporation, albeit obtained by its own borrowing. Such
,rrowing is permitted in limited fashion by the Constitution,
7 short-term paper in advance of authentically anticipated
swwenues from taxes, Federal grants or long-term bonds autho-
sed but not yet issued. The line is a narrow one, but one
rawn by the Constitution. .

On September 5, 1975, because of the desperate fiscal crisis
1 New York City, the Legislature convened in Extraordinary
‘ession. On September 9, it passed, and the Governor &ap-
roved, the New York State Financial Emergency Act for the
sity of New York, an intricate fiscal plan to meet the city’s
mmediate financial paralysis (L. 1975, ch 868, as amd by L

75, ch 870). .

The Legislature declared “that a financial emergency and

1n emergency period exists in the city of New York. The city

WEIN v SPATE OF NEW YORn {3¥ NYZa 136 ial

Opinion per Chief Judge BREITEL ”
is unable to obtain the funds needed by the city to continue to
provide essential services to its inhabitants or to meet its
obligations to the holders of outstanding securities” (§ 1). To
meet the emergency, $250 million and $500 million were
appropriated “in the first instance” as advances to the city
and to MAC, respectively (§§ 22, 23). The appropriations were
purportedly made from the Local Assistance Fund, an ac-
count, and not an actual fund, into which appropriations and
disbursements of State aid to local governments are charged
and credited (State Finance Law, § 70, subd 3, par [a]. As a
precondition to receiving the funds, the city and MAC were
required to enter into repayment agreements with the State
Budget Director, and to issue notes and bonds payable to the

State in the principal amounts of the advances.

No provision was made in the particular statute for the
source from which the State expected to obtain the funds to
pay the appropriations. This ig not unusual in appropriations
made by the Legislature. On September 15, 1975, however, the
Siate sold short-ferm revenue anticipation notes {RANSs) in the
amount of $250 million, for the purpose of crediting the
proceeds to the Local Assistance “Fund” and offsetting a
portion of the MAC appropriation. (In Gcrober and November,
1975, after Special Term had declared the appropriations
gections constitutional, an additional $500 million in short-
ﬁwﬁb notes were sold to fund the remainder of the appropria-
tions.) By general statute, cufficient revenues to pay the
particular RANs are available by impounding of the revenues
to be received by the State (State Finance Law, §55; 1934

Opns Atty Gen 190, 181).

Critical to understanding State finances is that the Constitu-
tion mandates a balanced budget (art V1, § 2). At the annual
regular session of the Legislature, usually not later than
February 1, the Governor must present a balanced budget,
namely, a plan of expenditures and revenues which balance,
eﬁﬁr permissible contingencies which do not merit considera-
tion in the present context. Temporary borrowing, discussed
later, is permitted to anticipate planned committed revenues
and, in certain limited situations, not now relevant, unantici-
pated needs. There is no express treatment in the Constitution
governing appropriations made after the regular session and
during the fiscal year at extraordinary sessions, but the impli-
cation is, and an essential one, that additional appropriations

- must be covered by matching revenues, or else the balanced
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get of the regular session would be a device easily evaded
1 later extraordinary session. A control on such evasion,
sever, and reinforcing the implication are the constitu-
4al limitations on short-term borrowing.

‘here is flexibility in the Constitution, as there must be,
ause estimates of expenditures will never be fulfilled ex-
iy and estimates of revenues will even less likely be ful-
-d exactly. And this lack of capacity to prophesy expendi-
-eg and revenues in relatively ordinary times is minor when
npared to changes of magnitude due to disasters, economic
heavals, war, the coming of peace after war, and the like.
‘6 Constitution is designed to permit survival, but it is also
signed to prevent the repetition of fiscal abuse the evils of
sich history taught painfully to the people of this State.

The issues raised in this case involve the principles of the
nstitutional plan, manipulation of its provisions, and the
<elihood of the very abuses the Constitution was intended to
-event. The issues are not easily resolved, and the answers
- not categorical. If the city and the State had enormous
sgregate temporary debt, without :mmediate provision for its
quidation or valid refunding in the aggregate, 1t would be
smonstrative that either the constitutional plan is not exact
nough to prevent what has happened or that the plan has
aen violated.

For the reasons to be stated it is concluded that there has
.cen no constitutional violation, but it is also apparent that
he State in avoiding violation has been driven to the brink of
-alid practice.

Plaintiff contends that the appropriations to the city and
IAC, funded by short-term State borrowing, constitute a gift
r loan of the credit of the State in violation of constitutional
-mitations. In short, he contends that the State has attempted
-0 do indirectly what it may not do directly.

Section 8 of article VII of the Constitution provides: “The
money of the state shall not be given or loaned to or in aid of
any private corporation or association, or private undertaking;
~or shail the credit of the state be given or loaned to or in aid
of any individual, or public or private corporation or assocla-
tion, or private undertaking”.”

The prohibition against lending or giving the State’s credit
was prompted largely by the extensive and highly speculative
subsidizing in the first half of the nineteenth century of

S

WEIN v STATE OF NEW YORK [39 NY2d 13671 143
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private railroad and canal companies by the State’s long-term
debt obligations (see People v Westchester County Nat. Bank,
931 NY 465, 471-472; Report of the Debates and Proceedings
of the Convention for the Revision of the Constitution of the
State of New York [1846], at pp 284-894; New York State
Constitutional Convention Comm, Problems Relating to Taxa-
+ion and Finance [1938), vol 10, ch V; New York Temporary
State Comm on the Constitutional Convention, State Finance
{19671, p 108; gowers, Financial History of New york State, pp
89-85; Bidwell, Taxation in New York State, pp 52-33; 2
Lincoln, Constitutional History of New York, pp 91-101, 179-
180; see, also, Johns Hopkins [Jniv. v Williams, 199 Md 382,
388-390). For exampie, to aid the construction of railroads, the
State would issue O “lpan” to the railread “State stock”, a
form of long-term debt ‘nstrument backed by the State’s full
faith and credit. The public would then purchase the State
stock from the railroad at auction, and the proceeds would be
applied to the private corporation’s capital improvements le.g.,
L 1836, ch 170, §8 1, 4, 7). ‘

It was not anticipated that the State would ever have to pay
the debt to the purchasers of the State stock from its own tax-
raised funds (see Problems Relating 0 Taxation and Finance
[1938], op. cit., at p 109; Debates and Proceedings [1846), op-
cit., at pp 856, 1085; Proceedings and Debates of the Constitu-
tional Convention of 1867, vol 3, at p 1844). This was because,
in return for the stock, the railroads promised to pay the
annual interest and to redeem the principal before it became
due, thus exonerating the State of its liability (e.g., L 1836, ch
170, 8§ 9). In the words of Mr. Hoffman, Chairman of the 1846
Convention Committee on Finances, “The people stand in this
case as security for those debts” (Debates and Proceedings
[1846], op. cit, at p 852). Mortgages of railroad real property
were given to secure the promises.

In the halcyon days of economic boom, stimulated by the
improvements which presaged the eventual industrial and
commercial development of the State, the practice of subsidiz-
ing internal transportation improvements foretold no fiscal
difficulties, and seemed very much in the public interest. With
the onset of the depression of 1837-1842, however, the rail-
roads, too rapidly and profligately built, were unable 10 pay
their debts. The State paid. Foreclosure of the railroad mort-
pgages was futile, as they covered only real property, practi-
cally worthless apart from the rolling stock. Public funds thus
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ursed were never reimbursed and the people became
lusioned with the policy of subsidizing private internal
rovements, however seemingly desirable. As a conse-
nce, section 9 of article VIl of the Constitution of 1846 was
pted to prohibit the lending or giving of the State’s credit
sorporations (see People v Westchester County Nat. Bank,
NY 465, 471-472, supra; Debates and Proceedings [1846],
cit., at pp 853-856; Revised Record of the New York State
stitutional Convention of 1915, vol 9, at pp 1255-1256;
lems Relating to Taxation and Finance [1938], op. cit., at
109-112; Lincoln, op. cif., at pp 98-101, 179-180).
n 1938, following the Great Depression with memories then
sh of the financial stringencies of municipal corporations,
- prohibition against lending or giving the State’s credit was
the first time made applicable to public corporations (NY
ast, art VII, § 8). The 1938 Convention Committee on State
\ances and Revenues reported: “If corporations were defined
only private corporations, by immediate implication the
Jte credit could be given or loaned to every municipal or
\er public corporation. If cities found themselves in difficul-
;, or if an authority were unable to =ell is securities, they
;1d rush to the State for assistance. One or two such
tances might do no harm, but a general use of the State
»dit in this manner would dissipate the State’s credit and
qolish the strongest foundation of our State’s financial
ucture. The committee feels strongly that the State’s credit
ould be reserved for the use of the State only, with only
ch exceptions as may be specifically set forth in the Consti-
tion” (Journal and Documents of the New York State Con-
utional Convention [1938], Appendix 3, Doc No. 3, at p 6).

The foregoing hisforical summary indicates that the prohibi-
1 was intended to protect the State from the uncertain and
ssibly disastrous conseguences of incurring future contin-
ot liabilities, liabilities easy for a current generation to
“oject but a burden on future generations.

The State Comptroller, Arthur Levitt, in his 1975 Annual
sport, quoted the eighteenth century philosopher, David
ume, to pertinent effect: “It is very tempting to a minister to
nploy such an expedient, as enables him to make a great
sure during his administration, without overburthening the
zople with taxes, or exciting any immediate clamors against
imself. The practice therefore of contracting debt will almost

1fallibly be abused, in every government. It would scarcely be
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more imprudent to give a prodigal son a credit in every
banker’s shop in London, than to empower a statesman to
draw bills, in this manner, upon posterity.”
. The prohibition against extending the State’s credit is not,
however, limited solely to instances where the State acis as a
surety or guarantor of the debt of others, or to situations
where the debt is noncontigent, as had been the case in the
early days (see People v Westchester County Nat. Bank, 231
NY 465, 476, supra; Temporary State Comm., State Finance
[1967], op. cit, at PP 113-114, n 41; compare Proposed NY
Const of 1967, art X, § 18, which would have expressly prohib-
ited the State only from guaranteeing the obligations of
municipal or other pubiic corporations). In People v Westches-
ter County Nat. Bank (231 NY 465, 483, supral, the court
interpreted section 8 of article VII to apply not only where
the State has guaranteed the debt of others, but also where
the State has issued its own long-term bonds and made a gift
of the proceeds. As the court stated (p 476): “[Tthe mere form
of the transaction is immaterial. If the gift of the bonds of the
state to a railroad corporation would be such a gift—and it
undoubtedly would be-—then so would be an issue of bonds by
the state with the express condition that their proceeds shouid
be given to the same corporation. The evasion of the constitu-
tional provision would be palpable and it could not and should
not be permitted” (see 81 CJS, States, §§136-137, p 1167, n
50).

Of course, the Westchester Bank case was an application of
the familiar rule of statutory construction that, when the
main purpose of a statute, or & part of a statute, is to evade
the Constitution by “effecting indirecily that which cannot be
done directly, the act is to that extend void, because it violates
the spirit of the fundamental law” (People ex rel Burby v
Howland, 155 NY 270, 280). On the other hand, there Is an
exceedingly strong presumption that a statute is constitu-
tional (see, e.g., Montgomery v Daniels, 33 NY2d 41, 54
People v Broadie, 31 NY2d 100, 117). And, as stated in
Comereski v City of Flmira (308 NY 248, 254): "We should not
strain ourselves to find illegality in such [statutory financing]
programs” (see Wein v City of New York, 36 NY2d 610, 619).

It is undisputed that the State may give or lend money, as
distinguished from its credit, to assist a municipal or other

public corporation in a public purpose (People v Westchester
County Nat. Bank, 231 NY 465, 479-474, supra; Journal of the
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Constitutional Convention [1938], op. cit,, Appendix 3, Doc No.
3, at p 5; Temporary State Comm, State Finance [1967], op.
cit, at p 114; see, also, Wein v City of New York, 36 NY2d
610, 619, supra;, Comereski v City of Elmira, 308 NY 248, 252,
supra; Union Free School Dist. v Town of Rye, 280 NY 469,
474; Salzman v Impellitteri, 203 Misc 486, 495, affd 281 App
Div 1023, mod and affd 305 NY 414; 1938 Opns Atty Gen 256,
257). Under the Constitution, any such monetary assistance
must, of course, be made pursuant to an appropriation, which
must distinctly specify the sum appropriated and the object or
purpose to which it is to be appied (art VIL § 7). These
requirements were met in the instant case (see L 1975, ch 868,
8§ 22, 23, as amd by L 1975, ch 870}

It is also undisputed that the State may validly contract
debts in authentic anticipation of the receipt of taxes and
revenues, for the purpose and within the amounts of appropri-
ations previously made (NY Const, art VII, §9). Notes issued
in exchange for the moneys s0 borrowed must, however, under
the Constitution and by implementing statute, be paid from
such taxes and revenues within one year from the date of
issue (art VIL §9; see State Finance Law, §55). This is the
key device in the Constitution with respect to temporary
financing. If properly observed, temporary obligations may not
become long term and a burden on future taxpayers who
undoubtedly will have their own fiscal problems to solve.

The concern expressed in the Westchester Bank case (su-
pra), namely, that the State's credit would be impaired and
posterity burdened by the improvident use of long-term bor-
rowing to finance gifts of the State’s money, is obviated by
using constitutionally valid short-term borrowing to finance
appropriations of money to assist municipal or other public
corporations (see Revised Record [1915], op. cit., at pp 1269-
1271; Problems Relating to Taxation and Finance [1938], op.
cit, at p 69, n 8). Unlike long-term borrowing, which is limited
in term to a period of “the probable life of the work or
purpose for which the debt is to be contracted”, constitution-
ally valid short-term borrowing, which must be repaid within
one year, imposes RO “hurden upon cur children” (NY Const,
art VII, § 12; People v Westchester County Nat. Bank, 231 NY
465, 474, supra). Indeed, the constitutional limitations on
short-term borrowing were carefully designed to avoid this
problem (see discussion below). Moreover, the proceeds of
constitutionally valid short-term borrowing once raised are
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cash in hand. Temporary notes validly issued in authentic
‘anticipation of taxes and revenues to be received within one
year, are therefore functionally equivalent to the commitment
of incoming taxes and revenues. Hence, the use of short-term

porrowing to finance an appropriation of money to a munici-

pal or other public corporation does not violate the prohibition
against giving or lending the State’s credit, provided the short-
term borrowing is authentically in anticipation of actually
committed taxes or other revenues.

- On the face of it, then, the appropriations of money to assist
the city and MAC, ultimately financed in part by the RANs,
would appear to be a constitutionally valid reimbursable grant
of the State’s money for a public purpose to municipal and
public corporations. Section 9 of article VII requires, however,
that short-term debt must be contracted “in anticipation of
the receipt of taxes and revenues”. The resolution of the
issues in this case thus revolves entirely on the validity and
use of anticipation notes to fund the emergency appropria-
tions under attack.

In the Constitution of 1846, under an exception to the
referendum reguirement applicable to long-term honds, the
State was authorized to incur up to $1 million of debt “to
meet casual deficits or failures in revenues, Or for expenses
not provided for” (art VIL, § 10). The $1 million limit on such
debt was not, however, considered applicable to temporary
borrowing in anticipation of revenues or to cover unantici-
pated budgetary deficiencies. Thus, large debts were incurred
by means of issuing tax anticipation notes (see 1915 Opns Atty
Gen 161, 162-164; Problems Relating to Taxation and Finance
[1938], op. cit, at pp 67-68; Temporary State Comm, State
Finance [1967), op. cif., at p 75). This practice had been
termed a violation of the “spirit” of the Constitution (Prob-
lems Relating to Taxation and Finance [1938), op. cit., at p 68).

To remedy the situation, the provision was revised in 1920
expressly to permit the State to contract short-term debi in
anticipation of taxes and revenues. Instead of a $1 million
limit, which had become anomalously small, the short-term
debt was limited to the amount of appropriations previously
made and presumably in accordance with a balanced budget
plan. For reasons that history makes clear, obligations issued
for the money borrowed were required to be paid from taxes
and revenues within one year of the date of issue (NY Const
of 1894, art VII, §2, as amd; see Revised Record {1915}, op.
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t, at pp 1270-1271). It was believed that the revised provi-
on would suffice to cover customary tax anticipation loans as
¢ll as budget deficit loans (Problems Relating to Taxation
nd Finance [1938}, op. cit.,, at p 70).

With the onset of the Great Depression and the resulting
arge annual budgetary deficits, however, it became evident
at tax and revepue anticipation loans, which had to be
apaid within one year, were inadeguate to close large fiscal
aps. The State was forced to “rollover”, that is, repiicate
hat was supposed to be a one-instance temporary debt until
_was finally retired. In 1938, a proposal was made to give the
‘tate the authority to contract five-year loans to finance
udgetary deficits, but this proposal was never adopted. In-
tead, a bifurcated provision was made for bond anticipation
.ofes, that is, notes in anticipation of proceeds from bonds
.uthorized by referendum and limited by term to the probable
isefulness of the project for which the bonds were authorized,
)ayable within two years from the date of issue of the bond
.nticipation notes. The one-year limitation for “customary”
ax and revenue anticination notes was retained (NY Consi,
rt VIL, §9; see Problems Relaiing to Taxation and Finance
1938], op. cit, at pp 71-72; Journal of the Constitutional
“onvention [1938], op. cit., Appendix 3, Doc No. 3, at p 6.

Thus, the device of issuing tax and revenue anticipation
.otes was designed to permit the State to borrow temporarily
o meet expenses for which appropriations under a balanced
sudget have been made, but for which revenues, both commit-
-ed and anticipated, have not yet come in, thus adjusting the
«ash fiow of taxes and revenues to expenditures. Put another
~ay, these short-term obligations may be used to raise funds
o offset temporary deficits in the fiscal year of issuance and
rayable not later than in some early portion of the next fiscal
cear (see 1932 Opns Atty Gen 119). According to the Constitu-
jon, however, and this is of critical significance, tax and
revenie anticipation notes must be issued “in anticipation of
‘he receipt of taxes and revenues”; they may not be issued in
anticipation of a budgetary deficit (see Temporary State
Jomm, State Finance [1967], op. cit., at p 86}.

Consequently, if it cannot reasonably be anticipated at the
-ime the notes are issued that the State will have sufficient
~ommitted taxes and revenues, based on authentic estimates,
to pay the obligations within one year of the date of issue,
such borrowing is constitutionally impermissible. For example,
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if repayment of tax and revenue anticipation notes may only
be made by creating, directly or indirectly, a budgetary deficit
in the year of repayment, such borrowing is not an anticipa-
tion of the receipt of taxes and revenues and thus violates
constitutional limitations (see Governor’s Budget Message
1976-1977, at p M10, recognizing and endeavoring to meet the
problem). As was stated by the 1938 Subcommittee on Taxe-
tion and Finance of the Constitutional Convention Committee:
“The spirit of the clause implied that the State must not have
two or more budgetary deficits in succession. Unless the State
intended that it would have sufficient revenue to retire the
deficit loans, it really had no power to contract them” (Prob-
lems Relating to Taxation and Finance [1938}, op. cit., at p 71).
(For an example of an intractable deficit carry-over, see State
Comptroller’s 1975 Report, vol 1, at p 8, with reference to
fiscal years 1972-1973, 1973-1974.)

Of course, such a vielaticn of the “spirit” of this provision
would be compounded by another tax or revenue anticipation
note issue to offset a budgetary deficit in the second year, thus
in effect “'rolling over” the initial issue. In short, “rollovers” of
revenue and tax anticipation notes are not consonant with
constitutional limitations or their spirit. Of course, it would be
naive not to recognize that the ingenuity of man can devise at
least a verbalistic escape from limitations and perhaps even
an escape through the inevitable loopheles in man’s language
to accomplish his purpose. But there must be a point, a
determinable point, at which an otherwise plausible manipula-
tion may and will be recognized and declared to be the doing
indirectly of that which is forbidden to be done directly (see
People v Westchester County Nat. Bank, 231 NY 465, 476,
supra; People ex rel Burby v Howland, 155 NY 270, 280,
supra). : _

The $250 million of RANs in the instant case, the only
notes before Special Term, were validly issued in authent:
anticipation of revenues to be received within one year of

their date. The Governor has estimated that the 1975-1976

budget is currently in deficit in the amount of $449 million.
To meet the deficit and balance the budget the Governor has
proposed drawing upon an estimated $67 million in lLiqud
assets of tax stabilization funds, and issuing $382 million in
additional tax notes in anticipation of committed taxes and
revenues (Budget Message, at p M10).

- At the time the RANs were offered by prospectus, on
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-ptember 10, 1975, the State had $3,385 million of tax and
wenue anticipation notes outsianding, in some large mea-
ire undoubtedly a product of previous short-term financing
ee State Prospectus of September 10, 1975 for the instant
.otes, at p 5, n 1, projecting a refinancing of part of temporary
-otes maturing in September by tax anticipation notes, con-
aivably a “rollover” of notes, but notes not involved in this
ase). Nevertheless, on August 31, 1975, 10 days before the
ssuance of the RANs, for the then current fiscal year 1975-
976 there were taxes and revenues anticipated but not re-
sived of $6,422.1 million. The total recommended expendi-
ares for fiscal year 1976-1977 are $10,764 million, including
overage of anticipation notes already issued and to be issued;
he total anticipated revenues are $10,764 million (Budget
Jessage, at pp A50-A51, A75). If there are insufficient funds
o repay the RANs when they fall due, the Comptroller will
ssue refunding notes and begin to impound taxes and reve-
Jues to repay the refunding notes. Thus, it does not appear
‘hat at the time of the issuance of the RANSs, the State could
10t reasonably have anticipated that there would be sufficient
axes and revenues to pay the particular RANs within one
sear of the date of issue, or at least at this stage of the matier
‘he court cannot say so. The $250 million of RANs were,
‘herefore, validly issued within the meaning of constitutional
timitations.

The point then is that these RANs are not identifiable, at
this initial stage, as part of a “rollover”, but are a new
financing te meet a new emergency appropriation. There is, of
course, more to the problem.

To balance the budget for the new fiscal year (1976-1977), it
is anticipated that the ultimate funds for the payment of the
RANs will come from the anticipated proceeds of MAC notes
issued to the State in September, 1975 and which will mature
in September, 1976 (see L 1975, ch 868, §23. If so, the
situation is fine. If not, when these RANs become due they
would be payable, on default, out of first impounded revenues.
Of course, were the fiscal paralysis of the city to renew, the
temptation for temporary refinancing in the nature of a
“rollover” might occur, but such a pessimistic prophesy is the
privilege of the financial soothsayer and not of a court apply-
ing the rules of law. It is interesting that with respect to city
notes issued to the State as part of the October, 1975 transac-
tion, they are further secured by the power of the State to
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withhold State aid due to the city (§ 22). With respect to MAC
there is no similar provision but, instead the hope that MAC
will be able to sell its bonds to reimburse the State on the
temporary notes.

One may not leave the subject without observing that the
device under scrutiny, even if it is not identifiable at this
stage as a violation of constitutional limitations in control of
the State’s temporary debt, may in the course of time prove
violative if it becomes the starting point for temporary refi-
nancing in the nature of a “rollover”. The device is not
justified because of the extreme fiscal emergency but only
because the particular appropriations and the particular
RANs are in fact not violative of constitutional limitations.
Their validitv depends upon the prospect that the particular
RANs will be paid as contemplated and there is nothing now
at hand to suggest that they will not. Indeed, if the constitu-
tional mandate for a balanced budget is obeved, they must be
paid.

In sum, there is no unconstitutional granting of the State’s
credit to MAC or the city, and there is no unconstitutional
abuse of the temporary borrowing power of the State. The first
is true because the State may grant or lend its funds in hand
for a public purpose to a public corporation. The second is
true because the State’s temporary debt as a part of the device
must be exonerated in the ensuing fiscal year. The legalities of

~ the device are present so long as the fiscal prospects are

tenable. :

Accordingly, the judgment of Supreme Court should be
affirmed, without cosis.

Jasen, J. (dissenting). I dissent and would hold that the
appropriations contained in sections 22 and 23 of the New
York State Financial Emergency Act for the City of New York
and the notes issued to finance these appropriaticns are in

~violation of the State Constitution.

In September, 1975, the Legislature, in an Extraordinary
Session called to consider the financial plight of New York
City, appropriated the sum of $250 million to the city and
another $500 million to the Municipal! Assistance Corporation
(MAQ) created for the benefit of the city. (L. 1975, ch 868,
§8 22, 23.) In return for these advances, the State took back
equivalent amounts of city and MAC notes. The State’s taxes
and revenues having been otherwise accounted for to finance
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appropriations, the State issued short-term tax and reve-
anticipation notes. In my view, these transactions were an
isguised effort to evade the limitations imposed by the
sle of this State, in their Constitution, on the power of
-e government to arrange its finances. By these arrange-
+ts, the State lent its credit to other public corporations
. this, under the explicit strictures of our Constitution, it
2ot do. Since the appropriation and the notes issued to
nce it are in derogation of both the spirit and the letter of
paramount law of this State, our court should strike them
.
Jur State Constitution, like the Constitutions of the other
tes, places restrictions on the power of the State fo tax its
zens and to spend public resources. These limitations do
_derive from any abstract considerations of how State fiscal
4irs should or should not be managed. The constitutional
scriptions, instead, flow from the hard and bitter experi-
-es of the people of this State when, on prior occasions in
- history, hard times caught up with optimistic fiscal
ight-ofhand. In the formative years in the industrial devel-
ment of New York, the State, through a variety of financial
qemes, issued bonds and stocks to finance railroads, banks,
-npikes, hospitals, and other private enterprises then
amed essential for society. Contrary 1o expectations, these
sinesses defaulted on their obligations and the State, or
ther its taxpayers, were required to make good on the
~urities. Moreover, the State was required to invest still
sre public money lest the value of its earlier investments be
st. As the extent of the State's obligations became fully
\own, a storm of opposition arose to the policy of advancing
_ate money or State credit to private enterprise. (2 Lincoln,
snstitutional History of New York, pp 93-101; see, also,
-oblems Relating to Taxation and Finance, Documents of the
‘ew York State Constitutional Convention Commiitee [1938],
ol X, pp 108-112) This opposition developed because taxpay-
-« “were finally incensed at the thought that they would
ave to shoulder the burdens of the bad investments of the
cate” (at p 110). In 1843, the State Comptroller noted that, in
1ost cases, loans of State credit had not resulted in benefits to
ne State, but, rather, had “inflicted lasting evils on all who
abor and pay taxes.” (New York State Assembly Documents
1843}, No. 10, p 33.) Thus, in 1846, the Constitutional Conven-
:on of that vear adopted, without much discussion or debate,
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a provision prohibiting loans of State credit: “The credit of the
state shall not, in any manner, be given or loaned to, or in aid
of any individual, association, or corporation.” (NY Const of
1846, art VII, § 9.
- Doubts later arose as to whether the constitutional prohibi-
tion applied to public corporations. In one case, this court held
that it did not. (Board of Supervisors of County of Cayuga v
State of New York, 1563 NY 279, 203-294) After the Great
Depression had displayed, with great force, the weakness of
the financial foundation underlying many local governments,
the members of the 1938 Constitutional Convention deemed it
advisable to extend the constitutional prohibition to public
corporations. The Committee on State Finances and Revenues
reported that were the prohibition not extended, “the State
credit could be given or loaned to every municipal or other
public corporation. If cities found themselves in difficulties, or
if an authority were unable to sell its securities, they could
rush to the State for assistance. One or two instances might
do no harm, but a general use of the State credit in this
manner wonld dissipate the State’s credit and demolish the
strongest foundation of our Siate’s financial structure. The
committee feels strongly that the State’s credit should be
reserved for the use of the State only, with only such excep-
tions as may be specifically set forth in the Constitution.”
(Journal and Documents of the New York State Constitutional
Convention [1938], Appendix 3, Doc No. 3, p 6.) Contrary to
the assertion of the majority that the prohibition was in-
tended only to guard against the easy imposition of burdens
upon future generations by present leaders (p 144), it is
unmistakably clear that the prohibition was primarily de-
signed to insure that the credit of the State would be reserved
for the sole use of the State government. Nowhere was it even
suggested that short-term loans of credit ought to be permit-
ted. The framers sought to guard against the dissipation and
abuse of the State’s hard-won credit. In the absence of express
constitutional sanction, no other entity, corporate or govern-
mental, was to be given access to it, whether access was for a
year, or 2, or 20. What was feared was that cities, unable to
borrow on their own credit or unable or unwilling to raise
taxes, might induce and secure the loan of sound State credit

. to bolster up their own sagging credit, thereby threatening the

financial structure of the State. The “declared intention” of
the draftsmen was to prohibit “the use of the credit of one
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unit to supplement the credit of another unit.” (Union Free
School Dist. v Town of Rye, 280 NY 469, 47 8.)

As it has come down to us, the Constitution of our State
provides that State money “shall not be given or loaned to or
in aid of any private corporation or association, or private
underiaking; nor shall the credit of the state be given or
loaned to or in aid of any individual, or public or private
corporation or association, or private undertaking” {(NY Const,
art VII, §8, subd 1). The 1967 Constitutional Convention
proposed a new section that would have weakened the force of
this prohibition.! That section, along with the rest of that
proposed Constitution, was rejected by the people.

It should be recognized that the Constitution does not
prohibit the State from loaning or giving money to other
public corporations. However, such an explicit prohibition was
unnecessary since the power to give or loan is necessarily
controlled by the resources available to make the gifts or
loans. There is no difficulty with the State giving or loaning
money to a locality for a public purpose, provided that the
State has, legitimately, adequate funds available to do so. (See
[/nion Free School Dist. v Town of Hye, 280 NY 469, 474,
supra./

1 believe that the legislation involved in this case and notes
issued in pursuance of the legislative scheme are in violation
of the constitutional prohibition. This case does not involve a
mere gift or loan of State money, for it is clear that the State
had no money to give. The arrangement provided for in
sections 22 and 23 of the New York State Financial Emer-
gency Act for the City of New York can, most appropriately,
be classified as an exchange. The city and its Municipal
Assistance Corporation were unable to find purchasers for
their own securities in the public marketplace. (See L 1975, ch
868, § 1; Public Authorities Law, § 3031.) The State still could.
The State took from the city and MAC $750 million in securi-
ties and then, anticipating the revenue to be derived from the
eventual sale of the State-held MAC bonds and from the
interest accruing on the MAC and city notes,’ issued its own
notes. (See 1. 1975, ch 868, §§ 22, 23.)

L. The 1967 revision would not have prevented the State from “loaning” its credit
to public corporations. It would have prohibited only the issuance of guarantees of the
obligatiens of local governments. {Proposed 1967 Const, art X, § 18, subd a, par 21

9. The proposed 1976-1977 State budget makes it clear that the principal on the
$250 rillion in State tax anticipation notes is to be repaid from the proceeds of the
eventual sale of the State-held MAC bonds. On the other hand, no specific appropria-
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-In September, 1975, the State issued $250 million in reve-
nue anticipation notes. These were absorbed by the general
investing public. In October, the State issued another 3250
million of revenue anticipation notes. These were purchased
by the State Comptroller, acting on behalf of the State Com-
mon Retirement Fund. In November, $250 million in tax
anticipation notes were sold to the Commissioner of Taxation
and Finance, the State Thruway Authority and the State
Teachers’ Retirement System. The State was serving as the
mere conduit for a flow-through of securities from the city and
MAC to other purchasers. The State was placing its credit
behind that of the city and MAC. In effect, the State was
merely laundering city and MAC notes and bonds, taking such
notes and bonds in with its left hand, and selling its notes
with its right.

The revenues generated by the sale of the State notes were
never intended to be applied for the benefit of the State coffers
generally. The prospectus distributed with the Septernber
offering stated that the proceeds would be used solely to pay
the special appropriation made to the city by the Legislature.
(State Prospectus of September 10, 1975, p 3.0 The evident
purpose of the Financial Emergency Act was to get vifally
needed funds to the city at a time when the city could not
borrow the funds and the State could. That the purpose was
achieved by a resort to the State’s credit is obvious and
indisputable. The money advanced to the city was produced
solely by resort to the State’s credit. No amount of words can
disguise that essential fact. Even if the technical letter of the
scheme is considered obscure, its substance is plain. It is also
plain that, despite the majority’s effort to gloss over the
invasion of credit with an articulate veneer of words, the
credit of the State was loaned in direct violation of the
command of our State Constitution.

A more difficult guestion would be presented had the State
made the appropriation as part of the normal budgeting
process and did not earmark the proceeds of the notes for the
particular purpose of assisting public corporations. Yet, in this
case, the State issued anticipation notes with the express
condition that their proceeds should be given to two specific

tion of revenue is made for the repayment of the revenue anticipation notes. A total
of $61.8 million is set aside for the payment of interest on all three sets of State-
issued securities. 11976-1977 Executive Budyet, at pp 644-645.)
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‘blic corporations, New York City and MAC. “The evasion of

e constitutional prohibition [is] palpable and * * ¥ shouid
¢ be permitted.” (People v Westchester County Nat. Bank,
31 NY 465, 476.)

The invasion made in this case on the State’s credit is
:actly the sort of invasion that the draftsmen feared. It does
st require an extensive economic analysis to realize that the
Lort-term notes issued by the State in aid of the city might
re-empt the market. The danger is that when the time comes
or the State to issue short-term notes in order to carry on the
sgitimate purposes of State government, it might well find
4at the securities market could not, or would not, handie any
irther short-term notes issued by New York State. By reserv-
g the State’s credit for the sole use of the State government,
he draftsmen were not being needlessly parsimonious or
-iggardly. Rather, the provision was designed to make sure
‘hat the State’s credit would be there when the State needed
+ The action of the Legislature and the court’s decision today
_ustaining it weakens the force of that protection.

The majority takes the position that there is no constitu-
-ional violation since the State is given express constitutional
sanction to issue short-term notes in anticipation of taxes and
~evenues. (NY Const, art VII, § 9.) However, this argument is
a0t persuasive for two reasons. First, the Constitution prohib-
its all loans of credit, whether financed by short-term notes or
long-term notes. If an exception should be made to permit
short-term loans of credit, the exception should be made by
the people, for it is their Constitution and its protection is for
cheir benefit. “The courts did not make the Constitution; the
courts may not unmake the Constitution.” (Sgaglione v Levilt,
37 NY2d 507, 514.) Secondly, short-term anticipation notes
can only be issued “within the amounts of appropriations
theretofore made.” (NY Const, art VII, § 93 Aithough appro-
priations were made, the appropriations were not made previ-
ous to the issuance of the notes, but, rather, virtually simulta-
neously with their issuance. Section 9 recognizes that receipts
do not arrive necessarily at the same time expenditures are to
be made. Thus, if appropriations are made in the budget, and
the allocated revenue is not collectible until a few months
later, the Constitution permits a temporary borrowing. In my
opinion, it is a distortion of the limited borrowing permitted
by section 9 to authorize the Legislature to add new and
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massive appropriations after the budget has been adopted and

cover them with anticipation notes.

The majority is able to salvage the validity of the legislation
and the notes only through the benefit of some rather attenu-
ated reasoning. Although a court, as the majority again cau-
tions, should not * ‘strain * * * to find illegality’ "in statutory
financing programs (p 145; Comereski v City of Elmira, 308
NY 248, 254), it also should not strain to place a cloak of
legitimacy arcund a constitutionally defective practice. The
majority, in an apparent effort to dissuade the Legislature
from ever doing this again, states that the State “in avoiding
violation has been driven to the brink of valid practice™ (p 142).
However, what is valid once can be valid twice. Rather than
having been taken to the brink once, I submit that the State
has been pushed over the precipice, and it might happen
again and again. I believe thiz court should refuse to sanction,
even on a one-time basis, actions which are clearly taken in
violation of the State Constitution.

The State Constitution is the fundamental and paramount
law of this State. The courts cannot close their eyes to the
Constitution and see cniy the 2acis and deings of the Legisls-
ture. (See Marbury v Madison, 1 Cranch [5 US] 137, 178)
Otherwise, the Constitution would offer but a frail protection
and citizens would “be at the mercy of ingenious efforts to
circumvent its object and to defeat its commands.” (People ex
rel. Burby v Howland, 155 NY 270, 281.)

I do not doubt that efforts to assist New York City at the
time of severe and almost overwhelming economic difficulty
are acts undertaken in the public interest, acts designed to
effectuate a legitimate State purpose. The city has found itseif
in a fiscal crisis of unprecendented magnitude. The conse-
quernces of a final bankruptcy would be devasting, not only to
the people of the city, but to the people of the State and to the
Country as a whole. It has taken the combined effort of both
the State and Federal Governments o restore a measure of
fiscal stability to that financially troubled city. The State’s
continued participation in the offorts to restore the city to
fiscal health is essential. However, in assisting the city, the
State shoild act within its own resources, lest it too be swept
away by a rising tide of indebtedness. It is for this very reason
that people of our State imposed limitations on the power of
the State government to utilize its credit and to contract debt.
The State is bound to act within these limitations, “for noth-
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ing is more certain than that beneficent aims, however great
or well directed, can never serve in lien of constitutional
power.” (Carter v Carter Coal Co., 298 US 238, 291; Matter of
Fink v Cole, 302 NY 216, 225.) “However important, however
useful the objects designed by the legislature, they may not be
accomplished by * * * a loan of credit * * * to a [public]
corporation.” (People v Westchester County Nat. Bank, 231
NY 465, 475, supra.) Expediency is no substitute for constitu-
tional authority.

1t should be pointed out that there are valid, constitution-
ally permissible means of assisting New York City. To obtain
the necessary wherewithal to aid New York City, the State
could have raised taxes or could have reduced expenditures in
other areas. Such decisions are, of course, often politically and
socially painful. That they are does not mean that they should
be avoided. To be sure, the people of our State already bear
the burden of a staggering amount of taxation. Understand-
ably, the Legislature is extremely reluctant to add to that
burden. On the other hand, a reduction in expenditures would
necessitate the elimination of programs and cause a diminu-
tion in the level of services provided to the people, a result
equally bitter to contemplate. However, as becomes clearer
with each passing day, we do not live in a world of infinite
resources. The State must, as all must, set a level of priority
and apply whatever resources are available to meeting the
needs that are the most vital. This is the essence of the
budgetary process. The answer is not to make loans of credit
in the brittle hope that in a year’s time the situation will
improve. That approach is not only unconstitutional, it is
shortsighted. By loaning its credit to New York City, the State
might jeopardize its own financial security. A crisis in the
securities marketplace, a marketplace already unreceptive to
securities issued by the State of New York, might not only
topple New York City, but New York State as well. The
consequences of a State bankruptcy or even a temporary
inability on the part of State government to finance its own
operations, the true purpose for which anticipation notes may
be issued, will permanently scar the people of this State. If
the State must reduce expenditures or increase taxes in order
to obtain the funds to aid New York City, the cost is still less
than the price to be paid by a State-wide financial catastiro-
phe. If the people are aroused by these temporary measures, it
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is not difficult to image their anger u&rmu, as in the past, they
discover that as a result of gimmickry designed to decelve

them, the State has been shorn of its financial foundation. The

constitutional provision here under consideration was de-
signed in part to ensure that the difficult decisions would be
made, that the legislative and executive leadership would not
take the easy way out. To sustain the sort of financial .HmMmam.
main involved here is to encourage the type of practice that,
in part, has created the financial crisis before us. . .

I am well aware that the amount of money at 1ssue 1s
enormous and that the implications of a declaration of uncor-
stitutionality are of grave significance. However, the duty of
the court in a constitutional democracy is also clear. .ﬁﬁms
confronted with a legislative enactment in clear a;owmﬁou.cm
the State Constitution, I believe that the court has no choice
but to strike it down, notwithstanding the political, social or
economic ramifications of the decision. To do otherwise is to
challenge the rule of law by which ali, legislators as well as
individual citizens, must abide. The very magnitude of ..%m
illegality cannot serve as its shield. If the rule were otherwise,
the larger violations, the ones most to be mmmwmm,.ﬂocﬁ be
immune from judicial scrutiny. Moreover, the holding of our
court today does nothing that will discourage or deter the
Legislature from developing and using mdmﬂ:omm methods fo
evade the constitutional limitations, secure in knowledge .S.Sﬁ
our court will not strike them down. The court’s decision
today, while salvaging the financial scheme immediately vm-
fore us, will, I fear, ultimately do a greater injury vw depriv-
ing the people of a measure of their protection against State
fiscal mismanagement.

For the reasons stated, I dissent.

Judges GABRIELLI, JONES, WACHTLER, FucusrERG and COOKE
concur with Chief Judge BrerreL; Judge JasEN dissents and
votes to reverse in a separate opinion.

Judgment affirmed.

In the Matter of DoxarLp J. Stwek, Respondent, v EpwarD J.
ManoNey et al., as Commissioners of Election in the
County of Erie, Appellants, and NEW YORK STATE BOARD
oF ELecTIONS, Intervenor-Appellant.

Argued March 22, 1976; decided April 1, 1976

Flections — voter registration by mail — constitutional _mﬁu — m.uwoimmod
under section 153 of Election Law for applications for voter registration to be
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March 9, 1978

faul tallingby, Ju.

Chairman -
white, Weld & Co., Inc.

One Liberty Plaza

91 Liberty Street

New York, NY 310006

Dear Mr. Hallingby:

Thank vou for your letter of March 7
flushing out your original suggestion. I
have roferred it to Deputy Mayor af Finance
Philip Toia for his consideration.

All the best.

Sincerely,

\(&

Bdwal T. Koch
MAY OR

mg
cc: Philip Toia
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The Honorvable Ldward I. Koch =2 March 1, L9748

in future issuecs of Notes at the option of the City. —As hoth elitizens
of New York and specialists in municipal bonds, wo Bhelieve that the
City should avail ftself of the right to issue Notes nseable at par
for payment of City Laxnus.

Very best wishes.

Sincerely,

ce: Mr. Philip L. Toida
Bee: .
Mr. Benjawmin Welss
Emanuel I'. Topolozic, Lsq.
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Maxrch 6, 1978

Mr, Paul Hallingby
White Weld & Co. Incorporated
One Liberty Plaza
New York, New York

Lear Mr. Hallingby:

You have requested our comments on a proposal that the Clty of
New York bhe authorized to provide procedures by which holders of
certain obligations issued by the City could present the same for
payment. 6f City real estate taxes. Following our various
discussicns with you, we have examined a number. of applicable legal
provisions and are satisfied thet such proceduras could bo
established assumirg enactment of appropriate leqgislaticn. That is
to say there is no Constitutional obstacie in the first instance.

State legislation would be required to obtain this
authorization in view of certain limitations in existing law which
relate to tax collection procedures and the payment of municipal
obligations. Needless ko say, the Citv's Administrative Code would
require relevant amendments, This could all bz handled in a single
bill enacted by the State Legislature which in any event would
probably require a so-called Home Rule Request from the City.

In consldering the possibilities for such legislation, one must
recognize a number of alternative procedures and, hefore digcugsing
any specifics, it seems to us that the actual mechanlcs to be
followed must first be resolved, after which we could he nore
specific in terms of the particular laws te be amended and the
nature of such amondments. We look forward to hearing from you at
any time and wlll be happy to discuss tho altornatives.

With best wishes,
Very truly vours,

il Ao

RWM:ds Robert W, Marshlow /
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STATEMENT OF THE HONORABLE W. MICHAEL BLUMENTHAL
SECRETARY OF THE TREASURY
BEFORE THE HOQUSE COMMITTEE ON BANKING, HOUSING AND URBAN AFPAIRS
SUBCOMMITTEE CON ECONOMIC STABILIZATION
MARCE 2, 1978, 9:30 A.M.

Mr. Chairman and members of this distinguished Subcommittee:

1 appear before you Lo present the Administration's recom-
mendations on the future federal relaticnship to the financing
of New York City. My testimony will cover three major areas:
first, the events of the past two and a half years which underlie
our discussions here today; second, New York City's budget and
financing plans covering the 1979-1982 period; and third, the
Adminlistration's recommendations on financing assistance for
the City during that period.

Mr. Chairman, foor important-principles-underlie the
conclusions which I'will present todavy.

~- Preserving New York-City's-Solvency: This Administra-
tion belilieves that the effects of a bankruptcy on the
residents of the City and State, and elsewhere,
would be very serious. A concerted effort must
be made to prevent bankruptcy.

-—- Maximum Budget-and Financing Efforts by the Local
Parties: Primary responsibility for New York City's
financing rests with the local elected officials
and the relevant private partiles at the City level,
Beyond that, the City is the responsibility of New
York State. Any federal financing role should be
provided only under extraordinary circumstances and
should be limited to a residual and temporary onece.
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-- A‘truly‘balanced'City‘budaet"iS’a'prerecuisite'to
ending this crisis: New York City lost access to L
conventional borrowing sources because it ilncurred
large budget deficits and otherwise lost control of
its finances. These deficits have been reduced,
but not eliminated, and they remain the primary
obstacle to restoring the City's access to the credit
markets. Any post-June 1978 financing plan, there-
fore, .must be conditiconed upon achievement over the
plan period of a budget which is balanced in accordance
with generally accepted accounting principles.

-~ The - New-York City-financing-crisis-should be resolved
once -and - for atl: The only acceptable plan for future
financing of the City is one which will restore New
York's ability to finance 1ltself.

Mr. Chairman, let me now begin a detailed discussion
of the past and present situation and our legislative recom-
mendations for the future.

I. Review-of the-19753+1978 Pericd B

During the early 1970's, New York City's fiscal cond i~
tion was weakened by the migration of jobs and related
tax revenue from the City; the 1974-1975 national recession
as well as unsound budget and borrowing practices.

The consequences of these became clear in early 1975,
when the municipal bond market closed to New York City, and
the City teetered on ‘the edge of bankruptcy. The City's then
budget of approximately $13 billion =-- by far the largest
municipal budget in this country -- was estimated to be e
$1.8 billion in deficit, and its accounting and financial ‘
control systems were archailc and unreliable, “

Not onlvy did the public markets close to New York City,
but even massive efforts in 1975 by the State of New York were
insufficient to solve the entire City financing problem.
The State created a Municipal Assistance Corporation
(MAC), with authority to issue its own bonds, and to use
the proceeds for making direct lcans to the City and re—
financing its notes. The State also advanced 3800 millicn
of additional funds directly to the City. Yet, MAC was
unable to borrow sufficient amounts in relation to the
City's needs. Indeed, in the fall of 1975, the municipal ——
bond market also closed to MAC, and the State was forced o

[



to take further action. It installed an Emergency Financilal
Control Board (EFCB) to exercise substantial control over
the City's finances.

These drastic steps were still insufficent, however,
and imminent bankruptcy threatened. 1In that context the
Congress passed the 1975 New York City Seasonal Financing Act.
This legislation authorized the U.S. Treasury to provide short-
term loans to the City to meet cash” flow imbalances cccurring

within the City's fiscal year. These loans were purely sea-
sonal -—-they were extended and matured within the City's fiscal
year ~— and were limited to $2.3 billion in any one year. This

federal lending program, which expires in less than four months,
has supplied New York City's short—term berrowing reguirements
since late 1975.

From 1975 through June 30, 1978, the City's employee pension
funds will have purchased $2.65 billion of long-term City and MAC
bonds, bringing their total holdings of such debt to 35 percent
of their total assets. Such purchases have satisfied New York's
long-term borrowing needs during this emergency period.

The 19761978 "Period

Mr. Chairman, both the 1975 emergency State legisla-
tion and the Seasonal Financing Act reguired New York City
to adhere to the three-year financial plan developed in 1975
and to take a series of other steps to improve its fiscal
condition. These were designed to restore the City's access
to conventional borrowing sources,

A crucial aspect of today's discussion, then, concerns
these steps —~ whether they have been taken and whether they
were sufficient. As to the first point, Mr. Chairman, it
is clear that New Ycrk City has done what it pledged to do
in 1975, Let me guickly review the major steps taken,
particularly because many here in Washington and elsewhere
may be under the misapprehension that the New York City fiscal
condition has not improved since 18975,

-— The City‘é real budget deficit has been reduced
from approximately $1.8 billion in fiscal 1975
to approximately $760 million in 1978,

-~ Its work force was reduced substantially. The current
level of City employment, at approximately 30G,000,
invelves 60,000 fewer jcobs than in early 1975,




-~ More than $3 billion of short-term City notes, which
were outstanding in mid-1975, were converted into
long term MAC bonds.

-= PFor the first time, tuition payments covering all
students were initiated at City College,

=—= A 516 million management information and expense
‘ centrol system (IFMS) has been installed and is
working.

=—- The City has engaged a consortium of certified
public accountants -~ led by Peat, Marwick, Mitchell
& Co. —— to conduct an independent audit of its
current vear's results. Most municipalities are
not audited by independent, private accountants.

Table 1 provides more detailed information on City budget
trends during the past three years.

New York State also has taken major steps to help. As
I menticned earlier, it now advances $800 million annually,
to finance a cash shortfall. It now funds 75% of the costs
of the City University senior colleges and is assuming funding

responsibility for the City's court system. Throuah the Emergency

Financial Control Board, it oversees the City's budgets and

borrowings. Moreover, Governor Carey provided invaluable personal
leadership during the height of the 1975 crisis and has continued

to do so.

City Seasonal “Borrowings-From the-Treasury

The City has complied with all key provisions of the Federal

seasonal loan program. Furthermore, the program has not cost
the U.S. taxpayer anything. Table 2 provides a schedule of
our total loans under the program.

During fiscal year 1976, New York borrowed $1.26 billion

and repald it with interest, either on time or ahead of schedule.

In fiscal 1977, §2.1 billion was borrowed and again repaid
punctually. During thig current year, the City has borrowed
$1.875 billion, and I anticipate timely repayment of the full
amount. '

Under the law, Treasury is required to c¢harge the City
one percent more than the rate on cutstanding U.5. Government
obligations ¢of comparable maturity. As a result, this vear's
seasonal loan program will yield a net surplus of approximately

Fro i
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%13 million. This amount will be returned, of c¢ourse, to
Treasury's general fund. The aggregate amount of interest
received by the Treasury during the three-year period, over and
above our borrowing costs, is $30 million.

II. New York City's Continging Lack of Access to Conventional
Lending Sources

Although New York City has taken the important steps I
have outlined, the municipal credit markets have not re-opened
to the City. At the moment, its notes and bonds remain unsale-
able in the public markets. A primary purpose of the Seasonal
Financing Act —-- to restore New York's access to conventional
lending sources -—- has not been achieved.

I am satisfied that New York has made every effort to
test the public markets for its notes, as reguired by its
Credit Agreement with the Treasury. Thus in November, 1977,
after three months of preparation, New York attempted
a $200-$300 million public note offering. Unfortunately,
the notes received a discouragingly low credit rating,
and buyers could not be found for them.

There are at least two reascns for this lack of market
access. The first concerns continuing budget deficits. To
the extent that budget deficits originally caused the
City's loss of market access, New York's smaller but continu-
ing deficits remain a primary obstacle to regaining it.

The second reason for New York's continuing lack of
market access might be described as traditional investor
skepticism. ©Once a major borrower - municipal or corporate
~ loses his credit standing and is nearly insolvent, the
rating agencies and the public markets require a period
of years before they are convinced that corrective steps
have worked and that creditworthiness has been restored,
This is a natural lag, and there are numerous examples of
it in modern finance. The public financing difficulties
of our airline industry, after its loss years of the early
1970's, are a representative example.

It is not altogether surprising, therefore, that the
credit markets did not re-open this year to New York. It
is only two and a half years since the heicht of its fiscal
crisis and its near bankruptcy. Market access generally
isn't regained that fast. The traditional skepticism of
pukblic markets is such that New York needs more time before
it can rely on those markets for the full amcunts of its
borrowing needs.




IIT. The City's Four-Year ‘Budget Outlook

Most informed observers believe ~- and I concur in their
conclusion == that if the obstacle of budget deficits could
be eliminated, then investor caution would tend to dissipate.
Accordingly, I asked City officials in November to prepare
a four-year financial plan, covering budgets and financing,
and aimed at achieving balance in accordance’with generally
accepted accounting principles at the end of the plan
periocd.

Treasury received this financial plan on January 20,
and has been reviewing it since then, together with our con-
sultants - Arthur Andersen & Co. I will now discuss the
City's current budget condition, this budget plan and our
our assessment of 1t,.

Parameters of The City's Bodget

New York dees not have a conventional budget and cannot
eliminate these deficits in one year. Let me explain why.

New ¥York City's budget is virtually unique in terms of

its size and composition. At approximately $14 billion today,
it is by far the largest municipal budget in the United States.

Indeed, New York has the third largest overall government
budget in this country -- behind the Federal governmment
and the State of California, but considerably larger than
that of New York State. This enormous City budget reflects
New York's huge population (7.5 million) and the large
"number of services for which the City, instead of a larger
county or state, pays for.

Specifically, the City administers a wide range of State
and national welfare programs, for which it must pay a large
share of the costs. The City pays for 25 percent of the
welfare and medicaid benefits provided to its residents.
These alone invelve $1.2 billion each year. New York is
the only major U.S. city responsible for paying this high
a share of welfare and medicaid. Indeed, only 12 states
require their localities to share any substantial amount
of the costs of federal welfare programs.

In addition, the City funds a series of other services
which, in other cities, are paid for by larger governmental
units -~ a county or the state. This is partially because
New York is soc large, both in territory and population. It
also reflects an historical division of financial responsi=-
bility whereby the City pays most of the costs of the munici-
pal courts, hospitals, and public schools.

T T



Lastly, New York's budget is unusually vulnerable to
econcmic fluctuations. A higher proportion of its revenues
are derived from econcmically sensitive taxes, e.g., sales
and Inccme taxes, than almost any other large U.S. city.

New York Citv -=-A Reflection-of America's Urban Problems

Apart from these special problems, of course, New York
suffers from a series of 1lls which afflict many other urban
centers. The City's economy has declined sharply during the
past decade, as have those of numerous other Northeast and
Midwest clties. New York has lost approximately 510,000
jobs from 1969 through 1975, an azmount which alcne exceeds more
than the total public and private employment of all but a
handful of other cities. Moreover, the City faces a serious
revenue/expenditure gap with revenues growing more slowly
than inflation-driven expenditures,

These problems are not unigque to New York. They are
common to a number of cur larger American cities. The
underlying cause 1s largely one of secular economic decline.
Current trends include population loss, declining private
sector employment and slower per capita income growth.

Hence, the ability of the City to balance its budget
over the four-year period is substantially impacted by the
local and naticnal economies. A declining lecal econonmy
ylields the egually unattractive choices of either raising
taxes or cutting services. Each of these steps accelerates
the detericration of its econcmy. The only way to break
the downward spiral 1is tc rebuild the private sector base,

Cognizant of these problems, the Administration already
has taken steps and plans further ones to assist declining
cities. Upon taking office, we proeposed the 1977 Economic
Stimulus Package, which supported CETA and Countercyvclical
Revenue Sharing. These programs provide major fiscal
assistance to cities. Through the preposed 1879 budget,
the Administration plans to do more.

Trhe Administraticn is committed to developing a compre-
hensive urban policy which will address the short—-term
and long-term needs of our cities. Toward this end, all
Cabinet agencies have feen involved in a wide-ranging
analysis of existing urban programs and new initiatives.
For instance, Treasury has focused on possible financing
tools to improve the private sector investment base In
stagnant and declining economiesgs. Shortly, the President
will announce his urban policy package, which will speci-
fically address these problems.
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In short, although New York City is unique, 1t does
share some similar economic and Fiscal problems with other
major American cities. The Administration is working
with the Congress, state and local governments anc the
private sector to respond to them.

The'City‘S‘Four*Year'Budqet'Plan

The City's four-year budget plan is summarized 1in
Table 3. Please note that this igs a "plan", not a four-year
budget. WNo City or governmental unit, be it New York City .
or the U.S. Government, can today formulate & detailed budget T
for 1980, let alone 1981 or 1982. .

You will note that City officlals began by extrapolating
current trends in revenues and expenditures, and assuming no
actions to change them. This beginning forecast also assumed,
at my request, that those operating expenses remaining in the
capital budget be phased into the operating budget over the
plan period. In effect, this halves the remaining period
permitted under State law for eliminating this practice.

The New York City plan projects a budget deficit of
$457 million next year. This deficit grows to just under
$1 billion in the fourth year. The primary reason for this
growth 1s the phasing out of $640 million of expenses fronm
the capital budget, 1into the operating budget. Looking
at it based on generally accepted accounting principles,
which reguire that these operating expenses be shown in the
operating budget immediately, the projected annual deficit in P
1979 would be about $1 billion.

Essentially, the City projects that natural trends in s
revenues and expenditures over the next four years will
neither improve nor worsen 1ts budget condition. The projected ”L
1979 deficit approximates 351 hillion, and, if no new deficit- Jon
reduction actions were taken, would be only sliahtly lower -
in 1982.

The plan makes no provision for wage increases. Yet,
most labor contracts invelving the City expire between March 31
and June 30 of this year. City officials decided that it was
inappropriate, on the eve of collective bargaining, to
assume any particular settlement. Yet, New York forecasts
must be evaiuated in light of this treatment of future
wage costs. _—

CityﬁProjected'Deficit‘Reduction‘Actions - -

Having forecasted these deficits, the City's plan
describes in detall a set of City, State and Federal actions
which would eliminate the deficit.



Concerning City actions, the plan outlines six steps
to save $174 million next year and cumulatively save $544
million by 1982. Half of this expense reducticn would
result from a 10% attrition-related cut in the City Wwork
force over the four years. Table 4 provides detail on each
of the City actions and the related savings.

Regarding State actions, the plan lists 20 different
steps which could be taken to help eliminate the City's
deficit. Together, they would yield $430 million cf budget
relief for the City next year —- and grow to $760 million
by 1982. The plan does not call on the State to take all S
20 steps, but rather provides a list from which to work —
with State officials. Table 5 ]ists these State actions.

Consistent with this aprocach, Governor Carey and the
State legislative leaders recently agreed tc support $200
million of increased budget relief next year. City officials
pelieve that this amount will be sufficient, together with
the City's own steps and federal actions, to achileve 1979
budget balance,

Finally, the plan lists 18 possible Federal actions which
increase Federal aid during the next four years, resulting in
potential budget savings to the City of $224 million in 1379,
growing to $452 million by 1982. The plan does not call on
the Federal Government to take all 18 actions, but rather
provides a list of potential actions, some portion of which
together with City and State actions, would be zdeguate Lo
_ balance tne City's budget. Table 6 sets forth these City~
proposed federal actions. e

1v. Treasury‘s"Assessment'of'the*City‘S”Budqet"Plan

We nave studied this budget plan carefully, together
with Arthur Andersen & Co. We helieve that the probable
Ccity budget deficits cver the next four years will be
somewhat larger than those projected by the City, unless
further actions are taken to offeet the cost of recently
approved Board of Fducation wage increments, necessary
increases in contributions o the Fireman's Pension Fund
and projected deficlits of the Health and Hospltal Corpora=
tion. These potential inpcreased costs could, 1in our view,
range from $40 to $120C million annually over the next
four years. We asked the City to provide specific actions
o offset these potential additional costs, and expect :
to receive them shortly. -
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Concerning revenue estimates, we have concluded that
New York's forecast is conservative. It calls for no growth
at all during the next two years, and then modest increases
in 1981 and 1982, The City's revenue forecasts during the
past two years have been gquite accurate.

Qur overall assessment of the revenue and expenditure
estimates in the Plan are that they are realistic if adjusted
as I have discussed. The City has undertaken to outline

specific deficit reduction steps to accommodate the aditustments,

City;'State;'and"Federal'Deficit'Reduction"Actions

To eliminate the projected deficits, the City has
proposed six basic deflcit reduction steps at the City level.
More than half of the budget relief would result from a
10% attrition—-related cuft in the City's work force. Our
judgment is that the savings projected from this action
is attalinable. . .

The three smaller items -- tightened welfare eligibility,
tightened use of medical services covered by medicaid and
cost containment steps in the home services program -- also
appear realistic.

Completion of the remaining two steps, which involve
major savings, i1s less clear. The City projects savings,
ranging from $23 million in 1979 to $94 million in 1982,
from improved cost control in its procurement program. The
size of its procurement expenditures -- $1.8 billion in
1979 -- suggests that these savings are attainable, but
we have not yet received details on the specific steps in-
volved. Similarly, the plan envisions savings of $62 million
in 1979, growing to $100 million in 1982, from unspecified
"management improvements." We do not have full details on
these specific steps and cannot yet judge the likelihood
of the related savings,

In short, Mr. Chairman, we are largely, but not fully,
satisfied with projections of expense savings from actions
at the City level. We are awalting more detalls about pro-
pesed changes 1in procurement and planned management improve-
ments before arriving at a final conclusion,

State Actions

Turning to State actions, we have concluded that the
recently announced agreement between the Maycr and Governor
on a $200 million of increased 1979 State aid -~ 1f approved




by the State legiclature —- should provide sufficient
fiscal assistance to meet the requirements of the City's
plan for State 2id. 1 have discussed the situation with
+the leaders of the State legislature and am encouraged
that favorable legislative actions will be forthcoming.

The second crucial guestlon concerning State aid,s
however, cencerns the 1980, 1981 and 1882 City budgets.
The City probably cannot attain balance in those years
unless the $200 million increase in 1979 State aid is
both recurring and increased.

1 have met with Governor Carey and the State legislative
leaders and emphasized the need for increased recurring aid
to the City. The Governor has provided estimates of increased
a2id in the 1980-1982 period. Generally, these amounts
should be sufficient to help balance the City budget in
those- -years.

I recognize that the State legislature cannot commit
in advance to specific amounts in future buddets. Yet, it
igs also clear that increased State ald beyond 1879 is a
prereguisite to achieving true budget balance for the City.
Our position is that amounts of at least this magnitude must
be prcvided.

Federal Actions

The City's plan for closing the deficit assumes moderate
additional federal Fiscal assistance 1in 1979 and larger amounts
in subsequent years. Qur general view ie that the City has
primary responsibility for its budget, and beyond that, the
State has the principal responsibility. Nevertheless, the
City's needs are such that some federal residual budget
assistance is clearly justified.

mable 7 summarizes the history of federal aid to
the City in recent years and illustrates that New York
has received growing amounts of Pederal aid in these
years. 1 do not believe it is unreasonable to assule,
that New York together with other cities will receive
increases in federal aid over the 1979-1982 period as
the President's urban initliatlives are implemented.

CitY'Wage"Negotiations

One over-riding uncertainty in the City's budget plan
involves the expirind City labor contracts. Most of these

~contracts expire between March 31 and June 30. The unlop
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leaders are seeking wage increases, while Mayor Koch is
asserting the City cannot afford increases. The outcome
may not be clear for several weeks or longer.

Tt would be difficult to overestimate the importance
of tkese wage negotiations for the City budget plan. Each
1% increase in wages would increase overall City expendi-
tures by $41 million, and this increase would be cumulative.
Obviously, even a settlement involving small rercentage
increases could widen the projected budget deficits by
50% or more. The soundness of New York's budget plan,
therefore, depends on the outcome of those negotiations,

While any wage settlement is a matter for negotiation
between the City and its work force, cur general position
is clear, namely that any increases will have to be funded
from productivity or related savings. We feel that is essential
to a credible budget plan. As I stated carlier such a plan
15 an explicit condition to the Administration's legislative

recommendations which I am presenting today. We do not fg;w
favor the extension of any lending assistance to New York [
except on the basis of such a plan. F——

We will await the ocutcome of these negotiations, therefore,
reserving final judgment on the City budget plan until they
are completed. If there is any wage increase, the City must
present a convincing, supplemental plan for offsetting its
budget effects,

Let me note, Mr., Chairman, that I have discussed this
on several occaslons with the City labor leaders. They have
provided real and responsible leadership during the past Lo
three vears and recognize the need for wage restraint '
in 1979, I think that they and their members will exercise
it.

V. New York City'*s-Financing-Outlook

Let me now discuss New York's borrowing needs.

Why New York -Borrows-Large-Amoants-Each-Year

Each year New York borrows large amounts through the
tssuance of both short and long-term notes. During this
current yvear, for example, it has borrowed $1.875 billicn _—
on a seasonal pbasis and will have borrowed $1 billion
on a l5-year hasis.

_ Seasonal needg arise because City expenditures are svread
fairly evenly over the vear while certain revenues, particularly

State aid, are concentrated in the final months of the City's

fiscal year. The City thus borrows during the first months of
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1ts fiscal year, in anticipation of revenues to be received
during the final months of its fiscal year.

New York, like all other municipalities, also must finance
its capital budget. The City's capital cudget includes expendi-
tures for Jlong-term assets, e.g. schools, roads, etc., that are
traditionally financed with long-term debt. During each ¢f the

past two years, the City has sold $1 billion of long-term
bonds to cover both traditional capital spending and operating
expenses carried in the capital budget.

Recent "I"inancing-History-and-Current-Problems

Since 1975, substantially all of the City's new borrowing
needs have been satisfled from two sources. Treasury has
provided short~term loans under the Seasonal Financing Act,
and the City employee pension funds will have lent $2.65
billion of long-term loans during the intervening two
and a half years.

Both the Federal seasonal loan program and the unicn
pension fund loan program expire on June 30, 1978. The
City thus must develop new financing arrangements for both
its short and long-term needs.

For this reason, I asked the City last November to
develop an overall financing plan, to accompany 1lts budget
plan. This also was submitted to me on January 20, and
Treasury has been evaluating it since then.

The City's-Foor=Year "Financing-Plan

Regarding long term financing, the City Plan projects
$5.1 billion of financing, as set forth in Table 8.

The crux of New York's long term borrowing plan is a
$2.025 billion program of Federal loan guarantees for City
bonds sold to the City and State pension funds. The City
anticipates that the guarantee protection would last for
at least ten years, although the City bonds would carry 20
or 25 year maturities. Its proposed guarantee automatically
would lapse, however, if the pension funds resocld the
bonds.

The City's-Seasonal-Financing-Plan

The City projects seasonal borrowings of $1.8 hillion
next year, declining to $1.0 billion in 1982. This reduction
would be accomplished by selling MAC bonds to fund the S$800

Jr roh
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million advance that the State extends annually to the City.

New York proposes an extended Federal seasonal loan
program pursuant t£o which it would borrow $1.2 billion
next year, $800 million in 1980, and $40C million in 1981,
The remainder of its seasonal needs would be furnished
by a $600 million line of credit from the New York
Clearinghouse Banks.

summary-of-City - Financing-Plan

City officials believe that these financing arrangements
will permit New York both to meet its full borrowing needs
over the 1979-1982 period and to regain full access to con-
ventional markets at the end of that period. Indeed, it
projects selling $1 billion of City bonds to the public in
1983, as compared to only $250 million during the final vear
of the plan period.

vI. The "Administration'’s-Financing-Proposatl

Background

Our evaluation of the City's financing plan is that it is
well-conceived and would achieve its objective. We have
however, two reservations: First, our analysis of the Plan
leads us to conclude that the City can adequately provide for
its capital reguirements by selling somewhat less -- perhaps
$4-1/2 billion =-- than the $5.1 billion in long-term securities
during the years 1979-1982, which the Plan projects. Second,
we believe that this reduced level of long-term financing
can be assured with more modest Federal assistance.

I want to emphasize, however, that we have concluded
that the City's solvency would not be assured in the absence
of any Federal lending assistance beyond June 30, 1978.

In this regard, therefore, we disagree with the conclusions
of the recently issued Senate Banking Committee Report

on New York City. While it is conceivable that if every
contingency is favorably resolved, no additional federal
lending assistance to the City will be recuired, we dc

not believe it would bhe responsible to risk bankruptcy
should events prove this judgment wrong. New York City

in bankruptcy will prove far more expensive to this nation
-~ both in expense and personal sacrifice -- than any modest
form of assistance.

Let me now outline the reasons why I believe there must
be some federal long-term lending assistance. Any long-term
financing plan for New York must rely on the sale to the public
of large amounts of MAC bonds and City bonds. The City's




own plan projects $1.85 billion of such public sales and the
senate Report forecasts only modestly lower amounts.

The receptivity of public markets to those sales,
however, is far from assured. Today there is no market
for City bonds at all. Moreover, the market for MAC cfferings
in recent months has been guite limited, and last December's
$250 million MAC cffering was barely completed. It is entirely
possible, therefore, that the public markets will not supply
the amounts of long—term capital which ‘New York needs to meet
its minimal capital needs. Unless there is a federal backstop.
+o assure that these amounts can be obtained, the City's
solvency simply cannot be agssured.

It is logical to ask whether local private parties
primarily the City pension funds and the local financial
institutions, can supply these long~term needs of the City.
Our conclusion is that they can and should supply a large
portion of those needs, but we cannot be certain that they
will be able to supply all of such needs.

It also is logical to ask whether insolvency necessarily
would result from the unavailability of those public markets.
The Administraticn's view is that insolvency could well result.

Tt also has been proposed that Congress simply extend
the seasonal loan program, ¢n & reduced and self-liqguidating
basis. We do not think that this is the best approach. It
does not assure that New vork's long-term needs are met
and that the financing crisis thus will finally end.

gpecific Proposal

We propose that Congress (i) authorize the Secretary
of the Treasury in the four years ending June 30, 1982,
to guarantee up to $2 billion in aggregate principal
amount of taxable NYC or MAC securities having maturities
of up to 15 years, with a minimum annual guarantee fee cf
1/2% per annum payable on any outstanding guaranteed securi-
ties; and (ii) amend PL 94-236 to permit the City and State
employee pension funds to purchase City or MAC securities
during the 1979-1982 period. '

Guarantees authorized by the Congress would be 1ssued
only under the following conditions, among others:

-—— ror fiscal year 1979, the City will adopt a four-
year pudget plan that by 1982 produces & budget
balanced in accordance with Generally Accepted
Accounting Principles (GAAP), and will continue
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to adopt and adhere to rolling four-year budget
plans that for 1982 and thereafter are balanced in
accordance with GAAP, The City periodically will
submit to the Secretary financial statements as
required.

-~ New York State will enact legislation to ensure
the existence c¢f a fiscal control and monitoring
entity with powers no lesg extensive than the
current Emergency Financial Controcl Board {(EFCB).
This entity would be in existence for at least the
life of the Federal guarantees.

-— New York State will enact appropriate legislation
to facilitate the public sale of MAC and New York
City long-term securities, in particular, to pro-
vide appropriate security and legal authority for
such securities.

-— IFederal guarantees will be appropriately secured
first by federal transfer payments to New York City
and secondarily by New York State in a form such as

a State-funded debt reserve account and/or the pledge

of an appropriate amount of certain federal transfer
payments to New York State.

A long-term financing plan for New York cannct work
without the cooperation of the relevant local parties --
the City and State pension funds, the Clearinghouse banks
and other local financial institutions, and others. The
exact division of lending commitments among these parties
is a matter for detailed negotiation over the near term
future in light of the prevailing conditions. It is clear,
however, that each of these key parties must make a major
lending contribution.

In general, I think that up to $2 billion of MAC
and City bonds can and should be scld to the public during
the next four years on an unguaranteed basis and additional
amounts tc private lenders. Federal guarantees will be
issued only to the extent that the public markets and pri-
vate lenders do not provide the necessary funds on an un-
guaranteed basis. However, i1t would not be my intention
to issue Federal guarantees unless other lenders to New York
City make long-term lending commitments on an unguaranteed
casis. The timing of the issuance of Federal quarantees
and the size of purchases of non-guaranteed MAC or NYC long-
terit obligations by lenders will have to be worked out as
part of an overall financing solution.

"
L

P-_fwr"
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The precise form and coverage of this guarantee would
be negotiated before June 30, 1978. Among other things,
however, the guarantee would lapse if the guaranteed securi-
ties were sold by the original purchasers.

While we are asking for authority to issue guarantees
of up to 15 years, I intend and expect that it will not be
necessary to lssue any dJuarantees with a length of as long
as 15 years. It will be my intention, in the negotiations -
that will take place with potential lenders, to keep the
length of Federal guarantees as short as feasible. Similarly, Sy
since we require that a "best efforts test" be met befcre S
any guarantees would be issued, we hope to avoid full use r——
of the guarantee power.

Seasonal "Financing

My judgment is that New York can satisfy its own
short~term borrowing needs, provided that Federal guarantee

authority as outlined above is available concerning its ‘hgrﬂ
long~term financing. Before Congress enacts guarantee o
legislation, however, New York should prepare a seasonal —

financing plan satisfactory to the Treasury. I have asked
Mayor Kog¢h to do so.

If my Judgment changes over the near term future on
New York's ability to meet its own short—term needs, I will
report accordingly to Congress,

Concluasion

We lock forward to working with Subcommittee staff on
the details of our proposed legislation. I also will be
happy to answer now any questions you might have.

olo
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Borrowing
Date

12/18/75

12/31/75

1/15/76

2/11/76
2/17776
2/17/76
3/01/758
3/15/76

7/0Q1/76
7/16/76
7/16/76
8/04/76
12/0L/7¢6
12/08/76
12/22/76
12/30/76
3/14/77

1/05/77
7/18/77
7/18/77
7/29777
8/16/77
8/16/77
9/19/77
L0/04/77
10/0Q4/77
12705/77
12/28/77
12728777

NEW YORK CITY SEASO:

IAT

Fay ™

LOAN: PROGRAM

BORROWING AND REPATMEMT SCHEDULE
CITY FISCAL YEARS 1976 -~ 1978

Maturity

Date

4720776 L7
- *5/20/76 2/

4720776 L/
6720776 2/
6/25/76

6/30/76 ,
6/30/76 5
6/30/76.;

420777 3/
4/20777 3/
5020777 1/
5/20/77 1/
6/20/77 L/
6/20/77 1/
6/20/77 L/
6730777 &/
6/30/77 &/

4/20/78
4/20/78
5/20/78
4/20/78

- 4/20/78

5/05/78
5/20/73
5720778
6/20/78
6/20/78
6/20/78
6/30/78

1) Repaid
2) Repaid
3) Repaid
4) Repaid

19756

Amount
(Millions)

s 130
240
140
250

80

100
250

70
$1,260

170
255
$7,100

1973

————

$ 300

100

150

200

50

100

250

50

275

150

.50
200

v 1,875

Intereast
Rate (%)

6.92
6.68
6.13
.29
€.26
6.26
6.39
6.33
653

—

7.37
7.02
7.10
7.04
5.85
5.33
2.73
5.75
5.92

S S S S S~ Y O O O
~
o

I

"oy T o

TABLE 2

Interest Due
(Millions)

four days eaxrly.
two days early.

five

d

ays early.

one day early.

2,958
6.105
2.163
2.014
1.770
2,298
5.077
1.238

27172

29.075
7.87¢6
l1.827
12.368
6.315
6.070
5.528
4,874

| _4.466
88,398

I



TABLE 3

SUMMARY OF REVENUES AND EXPENSES
EY L5738 -~ F7 1332
% In ¥illiors)
Fy 1973P/ FY 1979 FY 1980 ¥Y 1381 FY 1532
“VENUES
General Socurces
Sales Tax % 901 -~ 8 959 $ 1,012 $ 1,065 $ 1,137
Personal Income Tax ) 756 : 811 _ 859 907 958
General Corporaticon Tax 504 526 555 606 67%
Water & Sewar Charges 231 232 232 234 234
Stock Transfer Tax 250 197 140 121 83
Financial Tax 168 lSE 158 - 189 205 PR
NY State Revenue Sharing 533 528 551 615 677 P
Fedaral Pevenue Sharing © 305 306 303 311 312 o
Federal Counter—cyclical 140 84 ST —-—— -— P ———
Other 1,242 1,066 995 | 885 1,001
TOTAL GENERAIL SQURCES $° 5,030 $ 4,858 $ 4,902 $ 5,023 5 5,278
Aeal -Estate Taxes 3,168 3,155 3,117 é,égs g,é?g
Federdl & State Categorical Aid 5,230 5,232 5,489 , HE__ 870 :
Sub Total $13,423 513,293 513,508 $13,787 814,275 !
Less: Resarve for Disallowances 125 100 100 100 1309 ;
. 3
TOTAL REVENUES $13,303 $13,195 $13,408 $13,687 $14,175 o
‘PENSES ' s
Lhiieca P
Perscnal Servrice .
Salarizs & Wages $ 3,866 $ 3,877 $ 3,877 $ 3,877 5 3,877
Fringe Benefits - 446 526 575 631 691
Pensions 1,188 1,247 1,306 1,375 1,405
TOTAL PERSONAL SERVICE $ 5,500 § 5,630 3 5,758 $ 5,883 $ 5,973
Other Than Perscnal Service -
re
Supplies, Equipment & 3 L
Contractual Services 1,695 1,792 1,904 2,040 2,169 ——e
Publis Assistance 1,454 1,498 1,513 1,576 1,618 .
Medical Assistance 1,413 1,603 1,753 1,868 1,989 S,
Health & Hospital Corp.: ' '
General Support 42 242 242 242 242
Medicaid 480 503 523 554 582 P
Other 1,029 788 753 740 745 "
TOTAL OTPS $ 6,313 $78,426 $TE,T23 $77, 020 S
Debt Service 1,627 1,535 1,436 1,341 1,263
Mac Debt Service 440 466 474 487 555
Gaensral Reserve 1421 lao 100 1060 la0
Accruad Pension Liability 120 115 100 10 ———
Zxpense items properly chargeable
te the Capital Budget {75y (75) (79) (101, (109}
TOTAL EXPEMSES $14,065 $14,217 $14,512 514,750 $15,129
IDGET GAP $ 763 5 1,022 5 1,104 $ 1,063 s 954
1psﬁments permitted by emargency e
Yinancial legislation & MR ACtr: 55? 
accrusd Pension Liaebility s (120) $  (113) S (100} s (10) g L Pt
nxpanse items chargeable to
the Capital Budget ) (641 (453) (300) (150) o
ADJUSTED BUDGET GAR SM‘V::-_—-__ 5 457 $ 704 S 903¥- 3 g5

Preliminary

treer City Plan P—



{continued)
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TAPRLE 3 {continued)

HMAJOR ASSUMPTIONS IN CITY FOUR-YEAR PLAN

Overall Assumphbions

1. . Mational economilc actbivity will be maintaineed
at about 1ts current pace.

2. Certain existing State and Federal prograns

. will bz continued.

3. no legal settlements, social ox politicel events
will alter significently particular revenue or
expenditure items.

Revenue Assumptlions

1. General source revenue growth at 1.2 perxcent
ner annum on averaga {1nclLues St&un and
Federal revenue sharing over period and

Federal counter-cyvclical throu~h 1580) .

2. real estate tax collections are virtually flat.

3.. Federal and State aid growth at 3 percent per
annum on average

4. Complete phaseout of expense items financed

Expenditure

in the capital bud"eh by 1981.

Assumpitlions

1.

2-

3-

A welfare case load in the 1973-1932 perlol
1ittle changed from cuxrent level.

Mo increase in subsidies to th
Hospital Corporation and the Trans

NWo increase in the level of salaries and wages
although fringes and pension contributions Wil
rise.
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SUMMARY OF THE CITY'S PARQOTOSED
BUDGET GAP

TO ELIMINATE

FOUR YZaRr PTWA‘CIAL

Y 1919
51 HllllOﬂS)

STATE ACTIONS

WELFARE"

Local Share—-Excess Supplementary Securzity
Payments

Reduction of Welfare Pﬂaud—Waga Raporting
System

Incraase in State Share of Homa Relief
State Assumptlon of Local Share of AFDC

Payment for State Mental Hygiena Dlschargeﬂ

Lay Care Reimbursement Polilcy

HEALTH

voluntary Hospital Improvement

Mandatory Second Opinicon for Elective Suzgery

Payment of Fringe Benefits Cost for Stata
Supparced Employees

REVENUE SHARIMNG AND OTHZR UNRESTHICTED AXD

Insurance Corporation Indemnl:lcatlan
Municipal Overburdan

Railroad Tax Exemption

Ravenuas Sharing Formula

CITY MIIVERSITY

Incrcase of State Subsidy far CDIY,
Including CUCE Payments :

CRIMINAL JUSTICE

Temgorary Housing of State Prisoners
Full Payment of State Share of Probation
Formula Cost

HIGHWAYS
- Highway Maintenance Raimbursement

HCUSING

Reimburaesment for Police Protecticn in
Public Housing -

MENTAL HEALTH

Reducticn of Local Share

QNE TIME REVENUES .

Maental Health Disallowancas
" Two Party Check Disallowances

TOTAL STATEZ ACTIONS

TABLE 5
3 EHT"' PROGRAM ACTIONS
PLAN
FY 1379 PY 1930 FY 1981 ©Y 1582
$ 11 s 11 s 11 $ 11
6 19 38 59
25 26 26 27
56 113 173 297
2 2 3 5
2 2 2 2
1 2 2 2. .
9 9 10 11
8 8 8 8
15 15 15 1s
53 58 58 58
18 16 -1l 16
68 58 102 113
$ 35 $ 47 5 59 5 72
6
6 5 6
1 1. 1 1
25
. 25 25 25
11
1l 1l 11
18
e 138 18
20 - -
20 - . =
433 : . g
v 487 0 4388 ¢ 7s7




SUMMARY OQF THE CITY'S PROPOSED FEDZEAL PROGENM ACTTIONS
TO _ELIMINATE BUDGLT GAP
FOUR YSAR FLlNANCIAL PLAMN
PY 1979-F¥ 1942
{$ In Millions)

FY 1979 FY 1980 FY 1981 F? 1332
JEDERAL ACTIONS '
VELEARE
Movnihan Welfare Relief - . % 28 $ 25 $ 8 s -
Weliare Raform - - 54 . la
Acceleration of ths Transfar of Children
to 537 5 5 5 5
Expansion of the SSI Definition of Disahiliny 5 5 5 5
Revised Income Eligibility Standards for
Foster Care 3 3 4 4
AZALTH ﬂ Sl
e s . ) B
[N
Medicare Funding of Skilled Nursing . -
FPacilities (SuF) . - 117 125 1a2
Izpartial Inpatient Hospltal Reviews o - iz ’ 13 L4
HYENUE SHARING AND QTHER UNRESTRICTED AID
United Nationa Tax Contribution 8 g 8 8
United Nations biplomatic Security Costs 3 3 3 3 y
Elimination of the .145% Ceiling on
Revenue Sharing 6 B . a 9
Revenue Sharing~Population Estimatas 20 20 20 20
Ravanue Sharing-~Stuck Transfar Tax 7 T ‘5 4
Extension ¢f Countercyclical Ald with a
Bold Harmless Proviaion ’ ‘ 58 ‘ 83 140 140 b .
RIMINAL JUSTICE ]
Improved Livipg Conditionsa in Correcticonal - : .
facilities as mandated by Federal Courts: ‘ :
Drug Law Enforcement . ‘ $ 5 5.3 $ 5 5§ 5
: 34 34 4 " 34
JUSING
Increased Reinmbursement for Police
Protection in Public Housing 17 . :
Faderal Conversion of City/State Aided 17 17 17
Public Housing .
26 26 106 35
\RKS & RECREATICN
Gateway Natlional Park
1 1 1 1
JTAL FZOZRAL ACTIONS
° - e ' 5223 8379 $434 )
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MEMORANDUM

February 27, 1978

T0: D. J. Robinson

FROM: R. Thornton Lurie

RE: Wisconsin Financial Aid to Its Cities

QUESTION:

The general question is what could Wisconsin do if
one of its cities were in need of financial assistance; for
example, could Wisconsin do as much for Milwaukee as New York
has done for New York City?

More specifically, the question becomes:

1. Whether Wisconsin could guarantee any loans extended
to or debt obligations issued by a municipal corporation; and

2. Whether Wisconsin could agree to give money to a
municipal corporation to insure that any debts it contracts through

the issuance of debt obligations would be paid when due.

CONCLUSION :

1. By virtue of Article VIII section 3 of the Constitution
of Wisconsin, the state would not be able to guarantee any loans
extended to or any debt obigations issued by a municipal corporation.
The state could not make money available to a municipal corporation
in a manner such as to be in the nature of a guarantee.

State ex rel American Legion 1941 Conv. Corp. v. Smith, 235 Wis. 443

(1940) .



2. Payment of money to a financially troubled municipal
corporation would most probably be prohibited by the doctrine
requiring appropriations being for a state wide public purpose.
Such payment would be seen to be for a public purpose, but
would have, primarily, only local effect; as such it would fail

the required test. State ex rel. Wisconsin Development Authority v.

Dammann, 228 Wis. 147 (1938).

DISCUSSION:

1. Article VIII section 3 of the Constitution of Wisconsin
provides as follows:
Except as provided in § 7(2) (a}, the credit of
the state shall never be given, or loaned, in
aid of any individual, association or corporation.
(As amended April 1, 1975).
Section 7(2) (a) provides for the contracting of public
debt for the construction of various facilities not here pertinent.
The Supreme Court of Wisconsin has consistently interpreted
this provision as prohibiting the giving or loaning of credit
when such giving or loaning results in the
creation by the state of a legally enforceable
obligation on its part to pay to one party an
obligation incurred or to be incurred in favor

of that party by another party.

State ex rel. Wisconsin Development Authority v.
Dammann, 228 Wis. 147, 197 (1938).

State ex rel. Thomson v. Giessel,271 Wis. 15, 29 (1955);

State ex rel. Warren v. Nusbaum, 59 Wis. 2d 391, 431 (1972).

Assuming a municipal corporation is included in the
constitution provision, the above quoted language, in conjunction

with the provision, would prohibit Wisconsin from guaranteeing any



loan to or debt obligation of a municipal corporation. No case
has considered whether a municipal corporation is included within
the language of Article VIII section 3. *

The question then arises as to whether the state could

make available money such that it would be in the nature of a

guarantee. This was attempted and struck down in State ex rel.

American Legion 1941 Comnv. Corp. v. Smith, 235 Wis. 443 (1940).

In that case, the legislature appropriated an amount to be drawn
upon by the relator to aid it in securing the American Legion
convention in Milwaukee. The American Legion required a deposit
of the relator "to insure payment of estimated expenses" to be
paid in connection with the holding of the.convention. The court

held:

As the giving or loaning of the state's credit
is expressly prohibited and the authorization
to use public funds of the state as security
in aid of the relator . . . is obviously to
accomplish the prohibited purpose, the
authorization in question must likewise be
considered beyond the legislative power.

American Legion, 235 Wis., at 443.

2, The above situation dealt with a private corporation.
Expending state funds for the above-noted purpose may also be
prevented by the doctrine which prohibits expenditures unless there
is a state-wide public purpose. This requirement must be considered
when examining the question of giving state money to a financially
troubled municipal corporation.

The public purpose doctrine is said to arise from the

due process and equal protection clauses of the state and federal

* One comment writer claims the section does apply to municipal
corporations. Paul K. Bardack, State Coggtitutional Proh@bitions
Against the Lending of State Credit to Municipal Corporations,

26 Am.Univ.L.Rov. 657, 677 (1977).




constitutions.
When

they have said

Nusbaum, 59 Wis. 24, at 413, fn. 8.
courts have conside;ed the public purpose question,
the following:

While it is true that to sustain a public
purpose the advantage to the public must be
direct and not merely incidental, the fact

that [an] Act may benefit certain individuals

of one particular class more immediately than
other individuals or classes does not necessarily
deprive the Act of its public purpose.

Nusbaum, 59 Wis. 2d, at 418.

The court in Dammann provided a two part test for

determining the presence of a public purpose.

First, the subject matter, or commodity, must
be one'of public necessity, convenience or
welfare. . . . The second test is the
difficulty which individuals have in providing
it for themselves.

Dammann, 228 Wis. at 182, quoting from Laughlin v.

City

of Portland, 90 Atl. 318, 320 (Maine).

Aid to a municipal corporation could be considered for

a public purpose. However, when taxpayer's funds are spent, there

is a requirement that the appropriation be spent at the level at

which it is raised. An expenditure of state -funds cannot be merely

for a public purpose, but also must be for a state purpose, i.e., a

public purpose

that is state-~wide.

The court in Dammann unanimously struck down a statutory

provision authorizing the Wisconsin Development Authority

to promote and encourage the acquisition,
ownership, construction, operation or manage-
ment of any [power] plant or any part thereof
by any co-operative association, city, village,
town, power district, etc.’

Dammann, 228 Wis., at 185.



The majority said:

We are unable to ascribe to these sections

any purpose to invest the corporation with
general educational activities of the sort
which are sustainable. We cannot avoid

the conclusion that these subsections warrant
the use of money appropriated to agitate for

and actually assist the acgquisition, con-
struction, etc., of particular plants by
particular organizations. It is apparent

to us that this purpose cannot be sustained.

We pass the question whether it is a public
purpose. Certainly the acquisition of a

plant by a municipality is a public purpose,
viewed from the standpoint of a particular
municipality, and if the state may authorize

the acquisition of plants by municipalities

its encouragement of such acquisition by

general educational means might at least be
argued to constitute a public purpose. But

it is obvious that the [subsections under
consideration authorize] the Wisconsin
Development Authority to urge and assist a
particular group or municipality to construct
or acquire a particular plant and that this is

a private local, and proprietary matter with
which the state has no concern. The appropriation
is not for a state purpose within the rule of
the Froelich and New Richmond Cases [relating

to the requirement of an appropriation being for
a state purposel. An appropriation canncot be
sustained to enable the Wisconsin Development
Authority to go into a municipality and

to, promote, encourage, or agitate for the
construction of a plant or the acquisition of

an existing plant by that municipality or by any
group of citizens therein, however organized.

To appropriate funds to be so used is to devote
funds of the taxpayers generally to the
promotion of a matter that is not of state concern.

Dammann, 228 Wis. at 185 and 186,
In contrast thereto, the majority upheld that portion of
the section authorizing the use of funds to promote and encourage
the organization and creation of power districts as being "promotion

and encouragement of a purely educational character, state-wide in



scope and available to all citizens." Dammann, 228 Wis., at 187.

The provisions which were struck down were found to provide
a benefit for a specific locality. While admittedly for a public
purpose, the provisions did not extend the benefit, as required,
state-wide.

In the 4 to 3 decision of Wisconsin Solid Waste Recycling

Authority v. Earl., 70 Wis. 24 464, 481 (1975) , the majority found

that the activities of the Authority would expand throughout the

state as the Authority's program continued and thereby benefit the
whole state, though initially only certain localities would benefit.
The dissent, in a more coherent and well thought out opinion, suggests
the statute was violative of the state purpose doctrine since it

benefited only certain localities. Solid Waste Recycling, 70 Wis.

2d, at 503.

If Wisconsin were to appropriate funds to aid a financially
troubled municipality would such appropriation be for a public purpose
and a state-wide purpose? Such an appropriation would be for a
public purpose as regards the specific municipality toward which
the aid is directed, it is doubtful that such an appropriation
under the present state of the law, would be for a state purpose.

An appropriation of the kind under consideration would benefit
directly and immediately the people of the municipality aided just as
the appropriation struck down in Dammann would have benefited the
people of a particular municipality. The construction of power

facilities discussed in Dammann could be seen to be for a state



purpose in the long run, but the court chose to take a narrower,
more immediate view of the appropriation. Financial assistance

! to a municipality would not have the long range effects, foreseen

1 by the majority in Solid Waste Recycling, in that situation the
local recycling operation would be expanded throughout the state
for the general public health of the peeple of the state and

preservation of the environment. Solid Waste Recycling,

70 Wis. 24, at 480 and 481l. Financial assistance to a troubled
municipality cannot be reascnably seen to spread a similar
beneficial effect to the whole state. In light of the above

discussed cases such an appropriation could not legally be made.




TESTIMONY GIVEN BY
FELIX G. ROHATYN

CHAIRMAN, MUNICIPAL ASSISTANCE CORPORATION

BEFORE
CONGRESSIGNAL SUB-COMMITTEE ON ECONOMIC STABILIZATION

ON
FEBRUARY 21, 1973



MrR. CHAIRMAN:

COMPTROLLER GOLDIN AND | WILL ADDRESS OURSELVES TO SLIGHTLY DIFFERENT,
ALTHOUGH COMPLEMENTARY AND UNDOUBTEDLY OVERLAPPING ASPECTS OF THE CURRENT
DEBATE., [N MY TESTIMONY LAST DECEMBER, BOTH BEFORE THIS COMMITTEE AND
BEFORE THE SENATE BANKING COMMITTEE, 1 TRIED TO MAKE THE FOLLOWING POINTS
WITH RESPECT TO A NEW YORK CITY FINANCING PLAN:

A)  THAT 1T IS AS IMPORTANT TO A LENDER AS IT IS

TO A BORROWER TO PROVIDE THE APPROPRIATE AMOUNT

AND TYPE OF FINANCING, SINCE BOTH BORROWER AND

LENDER ARE TIED TO THE SAME UMBILICAL CORD.
B) THAT THE LARGE AMOUNT OF FINANCING REQUIRED UNDER
ANY HEw York CITY PLAN, FROM BANKS, UNIONS, PUBLIC
MARKETS ETC. CAN ONLY BE OBTAINED AS PART OF A PLAN
WHICH PROMISES TO PROVIDE A PERMANENT RESOLUTION
To THE CITY'S ENDLESS BUDGET AND FINANCING PROBLEMS,
ABSENT SUCH PROMISE, NO PRUDENT MAN, TRUSTEE, BANK
DIRECTOR, PUBLIC INVESTOR WOULD BE LIKELY TO COMMIT
ANY SIGNIFICANT FUNDS,
c) THAT IN ORDER TO HAVE THE PROSPECT OF SUCH A SOLUTION,
TRUE RECURRING BUDGET BALANCE MUST BE ACHIEVED WHILE
THE CITY'S FINANCING NEEDS ARE REDUCED AND BROUGHT
INTO BALANCE WITH THE MARKET'S ABILITY TO HANDLE THEM,
WE MUST ALWAYS BEAR IN MIND THAT A SOLUTION, IN ORDER TO BE LASTING,
REQUIRES EASY, CONTINUED, UNFORCED ACCESS TO THE NATIONAL LONG AND



_2_
SHORT-TERM BOND MARKETS BY THE CITY. MARKETS CANNOT BE FORCE~FED,

We HAD, CI1TY AND MAC, RECOMMENDED A PLAN INVOLVING TOTAL LONG-TERM
FINANCING OF ABOUT $5 BILLION, AS A RESULT, 4 YEARS HENCE, THE CITY,
WITH A THEN BALANCED BUDGET, WOULD HAVE TOTAL ANNUAL FINANCING REQUIRE-
MENTS OF LESS THAN $2 BILLION FOR BOTH SEASONAL AND CAPITAL REQUIREMENTS,
THESE WOULD BE WELL WITHIN THE MARKET'S ABILITY TO ABSORB., AN INTEGRAL
PART OF THE PLAN CONSISTS OF LONG-TERM FEDERAL LOANS OR GUARANTEES IN

THE AMOUNT OF $2.25 BILLION; THESE ARE REQUIRED DUE TO THE FACT THAT
MAC, AT BEST, Has $2.5 To $3.0 BILLION oF ADDITIONAL BORROWING POWER AND
THE CITY, CURRENTLY, HAS NO DIRECT ACCESS TO THE MARKET .

oy s T

THE SENATE BANKING COMMITTEE HAS RECOMMENDED A SERIES OF CITY AND STATE
ACTIONS DESIGNED TO ASSURE THE CITY'S CREDIT-WORTHINESS. THESE INCLUDE
ESTABLISHMENT OF A LONG-TERM FISCAL MONiTOR, INCREASING MAC’'S BORROWING
AUTHORITY, ACCELERATING THE PHASEOUT OF CAPITALIZED EXPENSE ITEMS, CITY-~
WIDE LABOR AGREEMENTS AND INCREASING STATE AID To THE CITY. We AT MAC
TOTALLY AGREE THAT THESE STEPS ARE NECESSARY AND DESIRABLE TO MAKE THE
CITY CREDIT-WORTHY. WE HAVE LONG SUPPORTED THESE POSITIONS WHICH, |
BELIEVE, THE CITY HAS ALSO ENDORSED,

THE SENATE BANKING COMMITTEE ACKNOWLEDGES THAT THESE STEP WILL TAKE TIME;
EVEN UNDER THE COMMITTEE'S SCHEDULE THE BUDGET WILL NOT BE TRULY BALANCED
FOR FOUR YEARS. THE COMMITTEE  ASSUMES, HOWEVER, THAT THE INITIATION

OF THESE STEPS WILL SUFFICE TO MAKE THE CITY SELF-SUFFICIENT WITH RESPECT
TO CREDIT. THIS IS WHERE WE DISAGREE.,



3.

Te SENATE BANKING COMMITTEE HAS RECOMMENDED A PLAN INVOLVING IN THE
AGGREGATE $3.5 BILLION OF LONG-TERM FINANCING AND $1.3 BILLION OF SEASONAL
FINANCING, WITH NO FURTHER FEDERAL PARTICIPATION, THE BRUNT OF THE LONG-
TERM FINANCING WOULD BE BORNE BY THE CITY PENSION SYSTEMS; THE MAIN PART
OF THE SEASONAL FINANCING BY THE STATE PENSION SYSTEMS AND THE BANKS,

WE BELIEVE THIS ASPECT OF THE PLAN TO BE UNWORKABLE., THE SENATE
BankING COMMITTEE PLAN HAS THE APPEARANCE OF PLAUSABILITY BY CUTTING
BACK LONG-TERM FINANCING REQUIREMENTS BY $1.6 BILLION. INSTEAD OF
STRENGTHENING THE PLAN, HOWEVER, THIS ONLY MAKES IT WEAKER AND LESS
LIKELY TO SUCCEED, FAILURE TO BOND OUT THE STATE ADVANCE MAINTAINS
HIGH LEVELS OF SEASONAL FINANCING AS WELL AS THE FICTION THAT ALL PAST
DEFICITS HAVE BEEN FUNDED, FAILURE TO FINANCE MAC CAPITAL RESERVE FUNDS
AND TO REFINANCE HIGH INTEREST/SHORT MATURITY MAC BONDS CREATE GREATER
BUDGETARY DEFICITS AND THEREFORE POSTPONE THE CITY'S OWN REENTRY TO THE
MARKET; FORCING THE MAINTENANCE OF EXCESSIVE LEVELS OF CITY-RELATED
PAPER ON THE PENSION SYSTEMS IS POOR PUBLIC POLICY. [HE FACT OF THE
MATTER 1S THAT THE C1TY, AS oPPoSED TO MAC, WILL NOT BE REGARDED AS
TRULY CREDIT-WORTHY, ON THE SCALE REQUIRED NATIONALLY, UNTIL IT HAS
SHOWN CAPABILITY TO TRULY BALANCE ITS BUDGET RECURRINGLY, AS A RESULT
OF ITS OWN WILL, COMBINED WITH THE DISCIPLINE OF THE LONG-TERM MONITOR,
THIS WILL REQUIRE YEARS,

" REGARDLESS OF AMOUNTS, HOWEVER, WE BELIEVE THAT NEITHER. THE FINANCING
INSTITUTIONS NOR THE UNION PENSION SYSTEMS WILL PARTICIPATE IN A PLAN
DEVOID OF CONTINUED FEDERAL CREDIT ASSISTANCE., | DO NOT WISH TO BE A
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PROPHET Of DOOM; PROPHETS OF DOOM, ESPECIALLY IF THEY TURN OUT TO BE
CORRECT, ARE USUALLY BLAMED FOR THE DOOM AND HAVE A DIM FUTURE THEMSELVES,
SUFFICE IT TO SAY THAT IT IS MY PERSONAL CONVICTION THAT THE SENATE
BANKING COMMITTEE PLAN CARRIES WITH IT A VERY SERIOUS RISK, IF NOT TO

'SAY A LIKELIHooD, OF CITY BANKRUPTCY.

WHY, ONE MIGHT ASK SHOULD NOT THE PENSION SYSTEMS AND THE BANKS BE, 1IN
EFFECT, COMPELLED TO INVEST UNDER THE IMPLIED THREAT OF BANKRUPTCY? THE
ANSWER, IN My JUDGEMENT, WILL BE THAT THE FIDUCIARY AND THE LIABILITY
FACETS OF THEIR DECISIONS WILL MORE THAN COUNTERBALANCE THE FEAR OF
BANKRUPTCY. YOU MUST BEAR IN MIND THAT, SINCE THE crRISIS OF 1975, MAJOR
LITIGATION HAS BEEN BROUGHT AGAINST THE BANKS AND PENSION SYSTEMS AND
THE SEC HAS HARSHLY CRITICIZED THE FINANCIAL INSTITUTIONS, LAWYERS AND
RATING AGENCIES INVOLVED WITH THE CITY. THE ABSENCE OF FEDERAL CREDIT
ASSISTANCE WILL, IN MY OPINION, MAKE THE RISK TOO GREAT FOR FIDUCIARIES,

COR ANY FIDUCIARY TO INVEST $2.25 BILLION IN UNGUARANTEED CITY PAPER SEEMS
TO ME HIGHLY UNLIKELY., MAC, BY ITSELF, DOES NOT HAVE THE BORROWING

POWER TO CARRY THE CITY FOR THE 3 OR 4 YEARS, EVEN IF IT HAD PERFECT
ACCESS TO THE MARKET. THE EVENTS OF THE LAST FEW MONTHS CLEARLY LEAD TO
THE CONCLUSION THAT A RECOGNIZED LONG-TERM SOLUTION TO THE CITY SITUATION
IS NEEDED FOR MAC TO HAVE SATISFACTORY MARKET ACCESS., WITHOUT A CREDIT
BRIDGE, PROVIDED BY THE FEDERAL GOVERNMENT, THE STRUCTURE OF ANY LONG-TERM
SOLUTION IS TOO WEAK.

IN ADDITION, LET ME REMIND YOU THAT THE WORD "“CREDIT” 1S DERjvED FROM
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THE LATIN “CREDERE” OR "70 BELIEVE". IT IS FAITH AS WELL AS FIGURES.
THE PSYCHOLOGICAL IMPACT OF THE FEDERAL GOVERNMENT PERCEIVED AS
ABANDONING NEw YORK CITY CANNOT BE. OVERESTIMATED. IT COULD BE, IN SOME
WAYS, MORE OF ‘A FACTOR IN DOOMING THE PLAN IN THE VIEW OF THE OTHER
PARTICIPANTS, THAN ANYTHING ELSE.

THE UNEQUIVICAL CONCLUSION | HAVE REACHED IS THAT WITHOUT CONTINUED
FEDERAL CREDIT ASSISTANCE IT IS NOT POSSIBLE TO PUT TOGETHER A WORKABLE
FINANCING PLAN, THE RISK OF BANKRUPTCY, IN THAT EVENT, 1S OBVIOUSLY OF

A VERY HIGH ORDER. AS I SAID EARLIER, THE WORLD OF CREDIT IS A WORLD

OF FAITH AND PSYCHOLOGY, AS WELL AS PURE FIGURE WORK. FOR THAT REASON,

I DO NOT WIsSH, As CHAIRMAN OF MAC, TO SIT HERE AND PROPHECY THE CERTAINTY
OF BANKRUPTCY. IT IS NOT A BANNER TO BE UNFURLED CARELESSLY. SUFFICE

IT TO SAY THAT THE RISK IS THERE, AND IT IS MOST SERIOUS. THE QUESTION

WE ASK OF OUR GOVERNMENT IS “WHY RUN IT?” WHAT IS TO BE GAINED BY SUCH

A GAMBLE? IN THE NEXT FEW DAYS YOU WILL EXAMINE ITS POSSIBLE IMPACT.

ON THE SoCIAL LIFE OF THE CITY, IN THE DELIVERY OF SERVICES. ON THE
BANKING SYSTESM. ON THE STATE. ON THE FEDERAL GOVERNMENT. ON THE
DoLLAR, ON ALL OF THESE YOU WILL NOT GET ABSOLUTE ANSWERS BUT AGAIN,
SOMBER WARNINGS OF RISK. ON PERHAPS THE MOST IMPORTANT OF ALL PROBABLY

NO ONE WILL SPEAK: OUR IMAGE IN THE WORLD. IN THE IDEOLOGICAL COMPETITION
IN WHICH WE EXIST, WORLD WIDE, A BANKRUPTCY OF NEw YORK WILL BE VIEWED

AS A BANKRUPTCY OF THE FREE-ENTERPRISE, CAPITALISTIC SYSTEM: AS PROOF

OF THE IMPOTENCE OF OUR SYSTEM TO SOLVE DIFFICULT, BUT NONETHELESS FINITE,
PROBLEMS, AND I THINK THAT WILL BE A CORRECT INTERPRETATION.
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THE TEST OF STATESMANSHIP IS TO PREEMPT CRISIS, TO AVOID RUNNING:

HUGE RISKS FOR SMALL STAKES. THAT IS THE PRINCIPLE ON WHICH THE
INSURANCE INDUSTRY RESTS. WE HAVE. PROPOSED A PLAN WHICH AVOIDS THIS
RISK AT NO COST TO THE FEDERAL GOVERNMENT., NOT ONLY CAN THE SAFEGUARDS
PRESENTLY EXISTING UNDER THE SEASONAL -LOAN PLAN BE PRESERVED, THEY CAN
BE EXTENDED, THE LONG-TERM MONITOR, SUCCESSOR TO THE CoNTROL BOARD,
CAN MAINTAIN THE FISCAL DISCIPLINE., THE FEDERAL CREDIT-RISK, IF ANY,
CAN BE SECURED. THE FEDERAL ROLE CAN BE CONDITIONED ON AN ENHANCED
STATE INVOLVEMENT AND ACCELERATED CITY REFORM. WE BELIEVE THE PROGRAM
WE PROPOSE TO BE AN INSURANCE POLICY FOR THE BENEFIT OF THE FEDERAL
GOVERNMENT AGAINST THE RISKS OF A CITY BANKRUPTCY WHILE PROVIDING THE
BRIDGE TO BRING THE CITY BACK TO SOLVENCY., [ DON'T EVER WANT TO FIND
ouT, PR, CHAIRMAN, IF [ AM RIGHT IN MY ASSESSMENT OF BANKRUPTCY. I

AM SURE NO ONE ON THIS COMMITTEE WANTS TO FIND OUT, [HERE IS, LUCKILY,
NO NEED TO FIND oUT. LET US PROCEED WITH A PLAN THAT WILL NOT ONLY
AVOID BANKRUPTCY BUT HELP THE CITY TO THE ONE OBJECTIVE THAT [ AM SURE
WE ALL SHARE: T0 GET US OUT OF YOUR HAIR ONCE AND FOR ALL.

THANK YOU.



MUNICIPAL ASSISTANCE CORPORATION "' DRAF'E"

SUMMARY OF FUNDING REQUIREMENTS

SUMMARY OF ALL FINANCING

(In $ Thousands)

1979 1980 1981 1982

Base (1/10) 508,360 536,060 523,697 568,057
MAC Capital
Reserve 7,000 16,667 21,500 25,920
MAC Re-
funding ( 17,142) ( 46,634) { 55,963) ( 61,499)
State
Advance 10,934 38,706 71,787
Cap. Exp. 11,000 385 2,114 { 2,641)
BAN Bond (_64,000) ( 102,400) { 100,480) ( 98,453)

445,218 415,018 429,574 503,171
HAD/1sd

02/16/78



MUNTICIPAL ASSISTANCE CORPORATION

SUMMARY O FUNDING REQUIREMENTS

SUMMARY OF ALL PFPINANCING

{In $ Thousands)

DRAFT

1979 1980 1981 1982

Base (1/10) 508,360 536,066 523,697 568,057
MAC Capital
Reserve 7,000 16,6067 21,500 25,920
MAC Re-
funding { 17,142) ( 46,634) ( 55,963) ( 61,499)
State
Advance 10,934 38,706 71,787
Cap. Lxp. 11,000 385 2,114 ( 2,641)
BAN Bond (_64,000) ( 102,400) ( 100,480) { 98,453}

445,218 415,018 429,574 503,171
HAD/1sa

02/16/78



MUNICIPAL ASSISTANCE CORPORATION

SUMMARY OF FUNDING REQUIREMENTS

SUMMARY QO ALL IPINANCING

{(In $ Thousands)

DRAFT

1379 1980 1981 1982

Base (1/10) 508,360 536,066 523,697 568,057
MAC Capital
Reserve 7,000 16,667 21,500 25,920
MAC Re-—
funding ( 17,142) ( 46,634) {( 55,963) { 61,499)
State
Advance 10,934 38,706 71,787
Cap.. Exp. 11,000 385 2,114 ( 2,641)
BAN Bond { 64,000) ( 102,400) ( 100,480) { 98,453)

445,218 415,018 429,574 503,171
HAD/1lsd

02/16/78



Date :

To

From:

Re

Municipal Assistance Corporation
For The City of New York

MEMORANDUM

13 February 1978
Gene Keilin

Andrew Deckercfgﬂ;>

November/May Payment Date Option on MAC
FFinancings under City's Four-Year Plan

Attached as Exhibit I is a breakdown of the "net cost"
impact of issuing all new Second General Bond Resolution
debt with November/May payment dates.

Exhibit IT details the impact of adjusting out the

November/May option-would have on the financings detailed
in the City's Plan.

HAD/1sd



MUNICIPAL ASSISTANCE CORPORATION EXHIBIT IT

SUMMARY OF FUNDING REQUIREMENTS

SUMMARY OF ALL FINANCINGS

(In $ Thousands)

1979 1980 1981 1982
Basel’/ $507,538  $536,065  $523,697  $568,056
MAC Capital
ReserveZ 7,000 16,666 21,500 25,920
MAC Refund-
ing2 ( 15,401) ( 55,354) { 58,533) ( 61,684)
State Ad-
vance2/ 10,933 38,707 71,789
Cap. Ex.Z2/ 3,000 { 1,500) 725 {  1,926)
BAN Bond ( 53,333) ( 104,000) {( 102,135) ( 100,163)

$448,804 $402,810 $423,961 $501,992

Adjustment for
November/May 8,580 1,210 3,261 2,102

TOTAL without
November/May 5457,384 5404,020 $427,222 $504,094

NOTES :

1/ Assumes periodic funding of Second General Resolution
debt service.

2/ Issued with November/May payment dates.

HAD/1sd



Refunding

Capitaliz
Expenses

State Adv

Capital
Regerve

Total Net
Cost Impa
of Novemb
May Optio

Total Fun
Savings o
Four Year

HAD/1lad
02/13/78

MUNICIPAL ASSISTANCE CORPORATION EXHIBIT I

Summary of Net Cost Impact of November—-May
Option on Second Resolution Bonds Issued
In City's Four-Year Financial Plan

(In $ Thousands)

1979 1980 1981 1982
( 580) ( 3,310) | 3,316) ¢ 746)
ed
{ 6,000) 4,500 120 120
ance { 1,067) ( 1,565) 1,516)
( 2,000) ¢ 1,333) 1,500) 40
ct
er/
n ( 8,580} ¢ 1,210} | 3,261) 2,102)
ding
ver
o 15,153
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WASHINGTON, D.C. 20515

February 10, 1978

Mr. Felix G. Rohatyn

Chairman

Municipal Assistance Corporation
2 World Trade Center

New York, New York 10047

Dear Mr. Rohatyn:

The Subcommittee on Economic Stabilization of the House
Committee on Banking, Finance and Urban Affairs has scheduled
several days of hearings in February and March of this year
on the fiscal and financial outlook for New York City after
the expiration on June 30, 1978, of the New York City Seasonal
Financing Act of 1975. I am pleased to invite you to testify
before the Subcommittee con Monday, February 27, 1878, at
9:30 a.m. in Room 2128 of the Rayburn House Office Building.

The broad purposes of the hearings are fourfold: First,
we want to assess New York City's financial needs, both
seasonal and long term, following the expiration of the
Federal seasonal leoan program; second, we wish to determine
to what extent the City's financial needs can be met by re-
sources made available through City and State governmental
actions and through participation in a financing program by
various public and private entities; third, we wish to evaluate
whether, and to what extent, additional Federal financial
assistance for the City 1is required post-June 30, 1978; and
fourth, if additiconal Federal assistance is requilired, we wish
to determine how the program should be structured to insure
that it will enable New York City to achieve fiscal and finan-
cial stability and regain access to the capital markets.

Your views and comments on these matters will be most
helpful to the Subcomittee in its considerationof any legls-—
lative proposals for continued Federal financial assistance
0 New York City.




i

Mr. Felix G. Rohatyi’ -2 Febr ry 10, 1978

In the interest of dialogue and a greater opportunity
for questioning by the Members of the Subcommittee, we ask
that you limit any oral presentation you may wish to make to
about ten minutes, although you may submit a statement of
greater length if you so desire.

In accordance with Committee rules, please deliver 100
copies of your prepared remarks to Edwin W. Webber, Staff
Director, Room 2220, Rayburn House Office Building, by noon,
saturday, February 25.

Lf you have need for further information, please have
your staff call Ruth Wallick of the Subcommittee staff at
(202) 225~7810.

With best regards,

WILLTAM 8. MOORHEAD
Chailrman




Date :

To

From:

Re

Municipal Assistance Corporation
For The City of New York

MEMORANDUM

9 February 1978

E.J. Keillin

H.A. Decker 74ﬁ&

MAC's capacity to fund short-term debt issues

Attached are two tables displaying the calculation of MAC's
capacity te carry short-term debt (debt to be repaid within
the same fiscal year) for fiscal years 1979 and 1980. The
basic assumption is that present debt service funding re-
quirements are continued in the future. If MAC were to under-
take some or all of the finantcial activities outlined in the
City's Four-Year PFinancial Plan, the amount available for
short-term financing would change, (It should be noted that
1f MAC completes the program outlined in the Four-Year Plan,
its capacity to support short-term debt will be decreased
despite the reduction of its annual funding requirements.)

Another basic assumption is that any short-term financing

is excluded from new issuance coverage tests. If thig is
not the case, MAC's short-term capacity would be limited to
approximately $300 million in each year. Finally, sales tax
revenue is forecast with no growth in either year and is re-
duced by 10% as a safety margin. Per Capita Aid is carried
at the present level of money available to MAC free of any
prior claims, that is $350 million.

HAD/Llsd
attachments

cc:  P.G. Giddings with/attachments



MUNICIPAL ASSISTANCE CORPORATION

Short-Term Capacity

Fiscal'Year 1979

(In $ Millions)

October 12 January 12 April 12 June 25/June 30
Present Debt
Firgts 75.9 75.9 80.5 80.5
Seconds 49,1 49,1 49.1 48.4
Operating Tund 5.5
Total Funding
Regquirements 125.0 125.0 129.6 48.4 86.0
Sales Tax .
Available 200.0 200.0 225.0 165.0
Per Capita Aid L 350.0
Available 75.0 75.0 95.4 301.¢6 79.0
Balance
Availlable* 551.0 476.0 380.0 79.0 -0~
(07/01 626)
NOTE:
* Balance available implies that from the City's perspective,

some portion of the debt must be paid off by the date in-
dicated through MAC's funding from sources otherwise pay-
able to the City.

HAD/1sd
02/09/78



Present Debt

Firsts
Seconds
Operating Fund

Total Funding
Requirements

Sales Tax
Available

Per Capita Ald
Available
Balance

Available
{07/01L 600)

HAD/lsd
62/09/78

MUNICIPAL ASSISTANCE CORPORATION

Short-Term Capacity

(In $ Millilons)

F'iscal Year 1980

October 12 January 12 April 12 June 25/June 30
80.5 80.5 76.9 76.9
55.6 55.6 55.6 54.4

N 5.5

136.1 136.1 132.5 54.4 82.4

200.0 200.0 225.0 165.0
N 350.0

64.0 64,0 93.0 296.0 3.0

536.0 472.0 379.0 83.0 -0~
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down an average 50% from the old, flxed-fee
schedule promulgated by the New York
Stock Exchange,

Discount Averages 44%

At Mitchell Hutchins, the discount is ay-
eraging 44% currently, according to Mr.
Marron, who added that the firm is planning
to adjust its fee-negotiating posture to re-

‘| duce the discount to 40%. Lopping off four

percentage polnts would effectively equal a
9% fee increase.
Denaldson Lufkin, experiencing a 46%

| average discount, said it plans to institute a
maximum limit of 40%, but added that in’

certain cases where it buys stock from-insti-
tutions for its own account, there wouldn't
be any reduction at all from the old Big
Board fixed-fee schedule. When a house
buys stock for its own account, it risks its
own capital while performing a service for
the institution, which seils to the firm be-
cause it couldn’t find a ready buyer in the
open market.

Mitchell Hutchins's corporate experience
under competitive rates is typical of many
firms that had relied heavily on institutional
business when such dealings produced lucra-
tive revenue, While some wealer houses dis-
solved outright, . Mitchell Hutchins -was
among the firms that diversified into such
areas ‘as private-asset management and
bond trading. ngever, the pressures of in-

stitutional -discodnts still helped propel the |

firm into a combination with a full-service

firm; last May it was acquired by Paine

Webber, which ‘also [operates the multi-
branch Paine,- Webber, Jackson & Curtis
Inc. general-purpose securities firm.

For those Wall Streeters who got to Wall
Street through the snowstorm of the past

two days, the chief topic of conversation, be-.
yond snow-travel stories, has been the Don-

aldson Lufkin announcement. . -

| May Reverse‘Trend

Speculation is rampant as to whether the

[ projected rate rise will stick, The Mitchell
| Hutchins move is expected to encourage

other houses to follow suit, thereby reinfore-
ing the possibility that the industry might be_
able to reverse; at least to a limited degree,
the downward trend in rates,

A senior executive at one of the Street’s
largest institutional’ firms predicted that
Hthere will be a concerted force to raise
commission rates’ {or institutions but added

that I don't yet see any return to the kind A

of profits the business had a few years ago.”

Meantime, * the industry's. embryonic ef-
fort received a sympathetic view from one
of the nation’s jargest institutions—Citicorp,
which has about half its $26 hillion or so of
assets under management invested in equi-
ties.

- Edward L. Palmer, chairman of the ex-
ecutive committee, said in an interview yes-
terday that “we've had here a long-time
concern that the discount would reduce ar
destray the viability of the marketplace by
reducing the number of people in. the (bro-
kerage) business. Deep-discounting can go
too far.”

Mr. Palmer said that in its negotiations
with brokers Citibank generally hasn't gone
much deeper than 40% in obtaining dis-
counts. “We aren't going to have any prob-
lem doing business with Donaldson Lafkin,”
he added.

idtudy of kian to Sell
~

short-Term Notes Set
By Chairman of MAC
QB[ ¥

By a WALL STHEET JOURNAL Staft Reporter

NEW YORK--The Municipal Assistance
Corp. Is studying the feasibility of publicly
selling short-term notes for the first time, a
move that would reduce New York City's
need for continued federal seasonal loans.

The staff study was ordered by MAC's
chairman, Felix Rohatyn, who said yester-
day he is “reasonably optimistic"' that the
state agency is capable of issuing $250 mil-
lion to $500 million in notes next year.

Mr. Rohatyn raised the possibility of
MAC selling notes during a private meeting
Monday with Treasury Secretary Michael
Blumenthal and New York Governor Hugh
L. Carey. )

A note sale would be a departyre for
MAC, which up to now has issued only bonds
to meet New York City's need for long-term
credit. By selling notes, and for the first
time meeting some of the city's short-term
credit needs, MAC would reduce the city's
need for continued short-term . borrowing
from the federal povernment. :

The Treasury Department currently
lends up to $2.3 billion annually to the city,

June 390. o =

Coupled with other efforts~to reduce the
cily's;short-term borrowing, such as smoo-
thing out the receipt of taxes,-a MAC sale of
notes raises the possibility of New York end-
ing entirely its reliance on-federal short-
term borrowing. : -

The federal program of short-term loans
expires June 30 and there is opposition in
Congress.te an extension of. the program.
The city wants the program to continue for
another three years on & diminishing basis.

By reducing New York's need for further
short-term loans, Mr. Rohatyn may improve
the clty’s chances for winning congressional
approval of the city’s other major request, a
program of federal guardntees for $2.25 bil-
lion in bonds which the city wants to sell to
city and state pension funds.

Created in 1975, MAC has sold $.6 billion
of its bonds primarily to iefinance New
York City's mountain of short-term debt.

The city was excluded from the credit
market in early 1975 and an attempt by the
city to sell notes this fall falled.

At best, a program of MAC note sales
would be only a temporary measure while
the city regains access to the short-term
credit market. MAC's ability to sell notes
will decline progresstvely during the next
few years as its sale of bonds approaches
the limits of revenue available for debt ser-
vice. New York state has earmarked city
sales-tax revenue to pay principal and inter-
est on MAC bonds.

Blumenthal’s New York Trip
By a WALL STREKT JOURNAL Staff Reporter
NEW YORK--Treasury Secretary Mi-

chaei Blumenthal sald New York City wil]

have to make changes in its new four-year
financial and budpet plan.
Ending a two-day fact-finding trip to New

York, Mr. Blumentha} said: "'It's clear the

plans as they are drawn require further

work."”

which must repay t_he loans‘leachyear by Ry individualS'=‘tO federal judgeships.:“:-“‘. w5

s

House Votes to Add

140 U.S. Judgeships
To Ease Ba,cklog

By a WALL STREET JOURNAL Sta)f Reporter

WASHINGTON ~The House, in an effort
1o relieve the heavy backlog of court cases,
voted to create 145 additional federal judge:
ships. :

The legislation, approved 319 to 80, would
Increase the number of U.S. district judges
to 508 from 398 and the number of appeliate
judges to 132 from 97, The Congresslonal
Budget Office estimates the new judgeships
would cost about £38.5 million a year,

The Senate last year approved legislation
that would establish 148 new judgeships—113
district judges and 35 appellate judges. A
House-Senate conference committee will
have to work out differences in the two mea-
sures. '

The House-passed bill would require
President Carter to establish procedures
and guidelines for the selection for district

. judges on the basis of merit. In addition, the

bill recommends that the President give
“due consideration” to naming , qualified
women, blacks, Hispanics and other minor;

el

A federal district judge earns 554.500"‘&‘-

year and an_appeals cpurt judge earns
$67.500, k. oL o UE
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MEMORANDUM
Date : 6 February 1978
To . Eugene Keilin
From: Andrew Decker W
Re : Breakdown of Debt Service Funding as a Result of Financings

Outlined in New York City Four Year Financial Plan

The following tables present the "net cost" funding impact
of the various components of MAC's financings detailed

in the New York City Four Year Financial Plan. The
numbers are based upon structures and timing determined

by PGG.

att.



EXHIBIT T

CONFIDENTIAL

SUMMARY OF FUNDING REQUIREMENTS

SUMMARY OF ALL FINANCINGS

{$ Thousands)

1979 1980 1981 1982

BASE $ 507,538 S 536,065 S 523,697 S 568,056
MAC Cap. 7,000 16,666 21,500 25,920
Regerve
MAC Refunding (15,401) {55,354) {58,533) (61,684)
State Adv. 10,933 38,707 71,789
Cap. Exp. 3,000 (1,500} 725 (1,926)
BAN Bond (53,333) 4}04,000) {102,135) {100,163)

S 448,804 § 402,810 S 423,961 $ 501,992
Reconciliation
to Four Year
Plan S 466,000 S 474,000 S 497,000 5 555,000
Improvement g 17,196 s 71,190 $ 73,030 $ 53,008

Over Plan



Issue

Jan. 1, 1979
(5150 million)

Jan. 1, 1980
($100 million)

Net Cost

EXHIBIT IT

CONFIDENTIAL

SUMMARY OF FUNDING REQUIREMENTS

IMPACT OF MAC CAPITAIL RESERVE FINANCING

{S Thousands)

1979 1980 1981 1982
S 7,000 S 12,000 S 13,500 5 17,920
4,666 8,000 8,000

$ 7,000 $ 16,666 $§ 21,500 $ 25,920



EXHIBIT III

CONFIDENTIAL

NET CHANGE IN FUNDING REQUIREMENTS

REFUNDING

($ Thousands)

Series M (May 1, 1979)

1979 1980 1981 1982
01ld Funding $ 23,162 S 23,152 5 10,231 S 9,537
New Funding 7,761 6,960 6,960 6,960

Net Cost (15,401} (16,192) (3,271) (2,577)



GONFIDENTIAL

NET CHANGE IN FUNDING REQUIREMENTS

REFUNDING

(S Thousands)

Series G and 4 (January 1, 1980)

1979 1980

0ld Punding
Series G S 8,902 S 8,903
Series 4 14,229 14,228
§ 23,131 $ 23,131
New Funding 23,131 3,042
Net Cost 0 (20,089)

1981

$ 8,905
14,227
$ 23,132
9,360

(13,772)

EXHIBIT IIX

3

of 6

1982

S B,904
14,228

S 23,132
9,360

(13,772)



EXHIBIT IIT

4 of 6
NET CHANGE IN FUNDING REQUIREMENTS
REFUNDING
{$ Thousands)

Series BB (January 1, 1980)

1979 1980 1981 1982
0ld Funding $ 17,867 $ 17,864 $ 17,860 S 17,864
New Funding 17,867 (2,209) 6,400 6,400

Net Cost . 0 (19,073) (11,460) (11,264)



Series 2 and 3

NET CHANGE TIN FUNDING

CONFIDENTIAL

REQUIREMENTS

{January 1,

REFUNDING

($ Thousands)

1981)

01ld Funding
Series 2

Series 3

New Funding

Net Cost

1979

27,836
11,433
39,269

39,269

<N

27,837

11,430

39,267

39,267

1981

$ 27,837
11,433
39,270

9,240

(30,030}

EXHIBIT IIT
5 of 6

1982

$ 27,837
11,429
39,266
15,840

(23,426)



EXHIBIT ITIIX

cmuv 6 of 6
NET CHANGE IN FUNDING REQUIREMENTS
REFUNDING
(S Thousands)

Series 1 (January 1, 1982)

1979 1980 1981 1982
0ld Funding S 13,064 S 13,061 S 13,064 $ 13,062
New Punding 13,064 13,061 13,064 2,613

0 0 0 {(10,449)

Net Cost



Issue

Jan.

Jan.

Jan.

Net

1, 1980
1, 1981
1, 1982

Cost

CONFIDENTIAL

SUMMARY OF FUNDING REQUIREMENTS

IMPACT OF BONDING OUT STATE ADVANCE

(S Thousands)

1979 1980 1981
$ 10,933 $ 22,307
16,400

$ 10,933 $ 38,707

EXOIBIT IV

1982

§ 21,929
33,460
16,400

S 71,789



CONFIDENTIAL e

© SUMMARY OF FUNDING REQUIREMENTS

IMPACT OF FINANCING CAPITALIZED EXPENSES

(3 Thousands)
Issue 1979 1980 1981 1982

Jan. 1, 1979

MAC s 21,000 $ 40,500 S 53,760 S 52,790
City Mirror {18,000) {54,000) {(53,040) (52,041)
Net Cost s 3,000 $(13,500) $ 720 S 749

Feb. 1, 1980

MAC $ 12,000 $ 30,000 $ 35,680
City Mirror {35,995) (35,355)
Net Cost $ 12,000 $ (5,995) $ 325

Feb. 1, 1981

MAC 5 6,000 5 15,000
City Mirror (18,000)
Net Cost $ 6,000 S {3,000)

Total Net Cost $ 3,000 $ (1,500) S 725 $ (1, 226)



EXHIBIT VI

CONFIBENTIAL

SUMMARY OF FUNDING REQUIREMENTS

IMPACT OF BAN BOND

($ Thousands)

1979 1980 1981 1982

Net Cost $ (53,333) $ (104,000) 5 (102,135) $ {(100,163)



