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AGENDA

Meeting of the Board of Directors
Monday, April 12, 1976
a.m.
1350 Avenue of the Americas

L. Restructuring of MAC debt.

2. Review of City's revised Financial Plan.

3. Adequacy of Financing Plan; possible new
financing.

4. Discussion of terms of City borrowings from
Pensions.

5. Price Waterhouse Report. Release of Report.

6. Review of City Expense and Capital Budgets.

7. Discussion of MAC functions:

a. Tasks to be performed within next 90 days:
(i) Second Exchange Offer
(idi) Small denomination bonds
(iidi) Annual Report/Interim Report

b. Economic Development

8. SEC Investigation,.

9. Funding of EFCB.
10.  Approval of Minutes distributed March 26, 1976.
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MUNICIPAL ASSISTANCE CORPORATION
FOR THE CITY OF NEW YORK

Minutes of A Special Meeting of the Board of Directors
April 12, 1976

A Meeting of the Board of Directors of the Municipal Assistance
Corporation For The City of New York, a corporate governmental

agency and instrumentality of the State of New York, constituting

-a public benefit corporation (the "Corporation”) was held at the

offices of the Governor, 1350 Avenue of the Americas, New York,
New York, on April 12, 1976, at 2:00 a.m., convened by the Chairman

with timely notice to all Directors and Representatives.

Attendance and Organization

Presenf at the meeting were:

Directors: Messrs. Barry,rGould, Rohatyn, Drs. Netzer, Shalala
and Weaver, constituting a quorum of the Board.

Representatives: Messrs. Klein, Kresky, Nadel, Schweitzer,

Seavey and Pitaro.

Staff: Messrs. Elish, Goldberg, Keegan, Giddings and Weinstein .

Others by invitation of the Board: Messrs. Thomas & Cummings of

Paul, Weiss, Rifkind, Wharton & Garrison, CGeneral Counsel of the

Corporation; Messrs. Robinson & Keohane of Hawking, Delafield & Wood,

Bond Counsel of the Corporation; and Hon. Robert Connors, Borough
President of the County of Richmond.
Mr. Rohatyn acted as chairman of the meeting, and Mr. Keegan

as secretary.



Price Waterhouse Reports,

Mr. Rohatyn raised the issue of making public the two reports

pPrepared by Price Waterhouse & Co. entitled Report to The Board

of Directors Relating to Debt Service, Funding Requirements &

Coverage Ratios (the "Report") and Statement of Financial Position
(Dec. 31, '75) (the "Statement") both of which had previoﬁsly been

distributed to the Board members and representatives.

Mr. Thomas pointed out that since both the Report and the Statement

assume that the restructuring contemplated by paragraph 5 of the

- November 26, 1975 Agreement have been fully implemented, it would

be appropriate to wait until these transactions were completed

before issuing either.

In response to a gquestion by Mr. Rohatyn, Mr. Thomas said that it
would be appropriate to release the Report and Statement once the
restructuring was completed, provided that the release would not
occur just pridr to another exchange offer. If an exchange offer
were imminent the substance of the Report and the Statement would
be properly included in the Official Statement and prior release

might be viewed as "gun jumping".

Mr. Pitaro stated that he had an obligation to provide members of
the City Council with copies of the Report and Statement which

would result to that extent in their contents being made public.

Mr. Giddings pointed out that according to the Report the projected
revenues will not be sufficient to meet the October 12, 1980 funding

requirements and that any public release should indicate that the

Corporation has the right to pre-fund to handle this problem,



Mr. Giddings also stated that note 1, of Exhibit 8 to the Report,
indicated that the public holders of Series A and Series B bonds
would be redeemed faster than originally contemplated and that this

should be noted in any release by the Corporation.

Mr. Rohatyn said that the Statement showed $2.2 billion of
interest payable to maturity and since this could be misinterpreted,
any release should state the average rate of interest on all of the

Corporation's bonds.

In response to a question by Mr. Rohatyn, Mr. Thomas said that the
transactions involving all but the Series A and Series B bonds, or

about $4OO million of debt, might be completed within two weeks

and that he would discuss the possibility of handling these Series
separately wiﬁh Mr. Robinson. Concerning Series A and B Series,
Mr. Thomas said completion would take at least one month because

of the publication fequired in connection with any amendment to the

General Bond Resolution.

Mr. Giddings pointed out that because the restructuring was not
completed, the Corporation was taking out an additional 14 million
in April from the Sales Tax for debt service. Mr. Robinson confirmed

that this was required under the General Bond Resolution.

Mr. Klein Said that the fact that the public holders of Series A
aﬁd.Series B would be taken out earlier affected the speculative
market in that the average life of the bonds was changed and should
bé treated in a separate release. Mr. Thomas agreed that this was

a disclosure item and he would discuss the best way of handling it

with Mr. Robinson and with Price Waterhouse.



Mr. Gould stated that under certain accounting proposals being
urged by the Securities Exchange Commission banks would be required
to mark their debt holdings to market on a quarterly basis which would

result in realization of the economic effect of any exchange.

It was the sense of the Board that release of the Report and Statement

should be postponed until the restructuring was completed.

Mr. Rohatyn instructed Mr. Thomas to complete the restructuring

as quickly as possible so that the information could be released to

the public.

Series Resolutions

Mr. Keohane said that to effect the restructuring called for in
Section 5 of the Agreement, dated November 26, 1975, it was nec-
cessary to make certain amendments to the 1975 Series A,B,C,D,E,
r¥,#,1,J,K,L,N,P,Q,R,S5,T,W, and Z Resolutions. Mr. Keohane stated
the General Counsel and Bond Counsel had agreed that the 1976
Series B through T Resolutions, adopted Jan. 26, 1976, to implement
the restructuring should be repealed and that the Finance Committee
of the Corporation should be authorized to make such amendments to
the 1975 Series Resolutions and to take such other actions as re-

quired to effect the purpose of Section 5 of the November 26, 1975

-Agreement. Following discussion and a review of the draft resolution

distributed by Mr. Keohane the following resolution was upon motion

duly made and seconded, unanimously adopted:

WHEREAS, The Municipal Assistance Corporation For
The City of New York (the "Corporation") in order to fulfill
its statutory obligations to aid The City of New York (the
"City") has entered into the Amended and Restated Agreement



made -as of November 26, 1975 (the "Agreement") among
the Corporation and certain commerical banks located
e, in the City (the "Banks") and certain City sinking
funds and employee pension funds (the "Funds") , all
such parties as identified in such Agreement; and

WHEREAS, the Agreement provided in Section 5 there-
of for a restructuring of certain debt of the Corporation
held by such Banks and Funds, namely bonds of the Corpo-
ration issued pursuant to the General Bond Resolution
of the Corporation adopted July 2, 1975 (the "Resolution")
and the 1975 Series A Resolution, the 1975 Series B
Resolution, the 1975 Series C Reselution, the 1975 Series
D Resolution, the 1975 Series E Resolution, the1975 Series F
Resolution, the 1975 Series H Resolution, the 1975 Series
Resolution, the 1975 Series Resolution, the 1975 Series
Resolution, the 1975 Series Resolution, the 1975 Series
Resolution, the 1975 Series Resolution, the 1975 Series
Resolution, the 1975 Series Resolution, the 1975 Series
Resolution, the 1975 Series Resolution, the 1975 Series
Resolution, and the 1975 Series % Resolution {(all such
Series Resoclution, other than the 1975 Series A Resolution
and the 1975 Series B Resolution, are hereinafter referred
to as the "AffectedResolutions"); and
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WHEREAS, the Corporation has adopted on January 26,
1976 certain Series Resolutions, designated 1976 Series
A through T (the "1976 Series Resolutions") to implement
the Agreement; NOW THEREFORE:

BE IT RESOLVED

(1) The 1976 Series Resolutions other than the 197§
Series A Resolution are hereby repealed.

(2) The Finance Committee of the Corperation (the
"Finance Committee") , upon the advice of Bond Counsel
and General Counsel, is hereby authorized to amend,
supplement and adopt schedules amendatory of and supple~
mentary to the particular Sections of Article II of each of the Affected
Resolutions as required to give effect to the intent and
purpose of Section 5 of the Agreement and any such amend-
ments, supplements and schedules shall have the same effect
as if adopted hereby.

(3) The Finance Committee is hereby authorized to
adopt such form or forms of bonds and couponsg, as Bond
Counsel and General Counsel shall advise, as may be
necessary to give effect to the intent and purpose
of Section 5 of the Agreement, and any such form or
forms so adopted shall be considered as an amendment
and supplement to Article IV of the Affected Resolutions as if
adopted hereby.
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(4) The General Counsel, Bond Counsel, Executive
Director, Counsel, Chairman, Secretary, any Assistant
Secretary, Dick Netzer, George D. Gould and Robert C. Weaver

s, are hereby authorized to take such action, including the
incurrence of such costs for publication and printing,
as may be occasioned to effect such amendment or amendments
of the Resolution or the Affected Resolutions as may be
required to give effect to the intent and purpose of
Section 5 of the Agreement including the solicitation
and receipt of consents thereto in such form as shall
be approved by General Counsel, Bond Counsel and Counsel
to the Trustee.

(5) The Finance Committee is hereby authorized to
complete the 1976 Series A Resolution (to be redesignated
the "1976 Series BB Resoluticn") and to authorize the
execution, issuance and delivery of the bonds required
thereunder in order to purchase on an exchange at par
value certain bonds presently held by the Banks or the Funds and
issued pursuant to the 1975 Series A Resclution and the
1975 Series B Resolution or any of the Affected Resolutions
in order to give effect to the -intent and purpose of Section 5
of the Agreement.

Statement of Financial Position

Mr. Rohatyn stated that footnotes should be added to Financial
Statements to show how the Corporation will fund the indicated

A

deficits.

Default Issue

Mr. Rohatyn then asked whether the Board members and representatives
thought the Corporation should respond to the two recent articles

by Howard Samuels and John Kenneth Galbraith in New York Magazine

which proposed that default was a more preferable alternative for
the City than the financial burdens imposed by the Corporation's
financing plan. Mr. Rohatyn suggested that the response might be
in thé form of a short release setting forth the average life and

average interest rate on the Corporation's outstanding bonds.

Mr. Kresky stated that the Corporation should avoid a running debate
with the proponents of default and simply include the statement
proposed by Mr. Rohatyn in the release to be issued following

completion of the restructuring.



n Mr. Connors agreed'saying that it was unnecessary for the Corporation
to respond to the articles mentioned.by the Chairman, or similar
statements which amounted to political maneuvering, since they
represented an extreme position, lacked meaningful support and had
no significant impact.

Mr. Rohatyn stated that the Board knew that the cost of ﬁhe cuts
required to avoid default was felt more by the poor than other
groups but that the impact of default on services would be even
more severe. He continued that he did not believe it was appro-
priate to escalate the debate but that accurate data might be

released which would show the inaccuracies contained in the

article.

Dr. Weaver and Mr. Nadel stated that they concurred with Mr. Kresky's

position.

It was the sense of the Board that no specific response would be
made to the articles and that a statement showing the cost to the
City of the debt issued by the Corporation would be included in the

release issued following completion of the restructuring.

Financial Plan Modifications.

Mr. Gould said that he had asked Mr. Kummerfeld for the cash flow
impact of the City's proposed changes to the Financial Plan and
expected to receive a report later in the week. Mr. Gould stated
that it was clear tha£ there would be a significant negative cash
impact from federal disallowance of welfare costs but that it was

not yet clear how much these would be.
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Mr. Elish stated that Mr. Zuccotti had informed him that there
would be sufficient cash to finance the three year period provided
that the revised Financial Plan holds and all its assumptions are )
fulfilled. Mr. Elish said that the assumptions as to annual cash_
savings were questionable since they were established at levels
that required all events to occur prior to the start of the res-

pective fiscal year.

Dean Netzer said that the most recent report from the Special
Deputy Comptroller to the Emergency Financial Control Board indi-
cated there would be no cash savings for fiscal 1976. He said he
did not believe that matters were hopeless but that the City was

not making a serious effort to have the plan work.

Mr. Kresky stated that, in his opinion, there was no question but
that additional financing would have to be found since there were
hundreds of millions of dollars of questionable assumptions under-

lying the City's revenue projections.

Mr. Gould pointed out that the City still did not have a detailed
plan to effect the $150 million in cuts called for in the second
year of the Financial Plan or the $300 million in cuts called for

in the last year of the Plan.

Mr. Rohatyn saild that to date, despite a 12% personnel reduction,
only about a 3% cash savings was realized. Mr. Kresky said that
this may be due in pért to generous City terminal leave provisions.
Mr. Giddings said that he had asked the City to examine a single

agency to attempt to explain this phenomenon.
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Dean Netzer said the City was making cuts in already vacant positions

which was contrary to the intent of the Plan.

Mr. Rohatyn said that the Corporation was obliged to take a position
on what was happening and that a meeting should be scheduled with

Messrs. Berger and Schwarty to review the City's performance.

Mr. Seavey said that as to the City agencies he dealt with, only two
of the approximately 200 City employees he knew had been affected by

the cuts, one being fired and one belng transferred.

Dr. Shalala said that the explanation was probably a combination of

the C.0.L.A. impact, the portion of wage increases not deferred and

previously earned accruals.

Mr. Giddings distributed copies of his preliminary analysis of the
revisions to the Financial Plan. He pointed out that the City's
projected annualized reductions had been reduced by $29.9 million
froﬁ the reductions proposed on February 28, 1976; that the City
was eliminating virtually all layoffs and depending almost entirely
on attrition; and that the cash savings from attrition would be no
more than 5/12ths of the annualized savings, assuming an even rate

of attrition through the year and an average one month termination pay.

Mr. Elish stated that the Financial Plan was not working, the City was
not looking closely enough at the problems and that the Corporation
should conduct an independent review of the 1977 Expense Budget.

Mr.. Rohatyn said that the Corporation had to exercise due diligence

in investigating what was happening w1th the Fln&nClal Plan before

it could consider raising additional money for the City's benefit.

L,
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1t was the decision of the Board that Jonathan Weiner should be
retained to organize the review of the 1877 Expense Budget; that Messrs.
Flynn and Kresky and Drs. Shalala and Netzer should work with Mr.
Weiner and the staff bn this review; and that a dinner meeting

would be held to discuss the Financial Plan and its revisions with

Messrs. Margolis, Ellinghaus, Casey and Berger.

City Borrowings from Pensions

Mr. Giddings said that in the Official Statement for the Exchange
Offer of November 26, 1975, the Corporation stated that it expected
the pension fund debt to be issued would include Fiscal Year 1977

and 1978 redemptions and reinvestments of approximately $400 million,
and that this increase in debt service would increase real estate
taxes by an offsetting amount. In fact, the City Comptroller has
issued or plans to issue debt with $579 million of 1977 and 1978
maturities, with a corresponding further increase in the real estate
tax rate. In the City Expense budget the real estate tax increase
and the debt service increase offset each other, producing no net
change in the deficit. However, in the Financing Plan, the reinvest~
ment by the pension funds represents a net increase in available
funds. This amount now exceeds the November 25 representation by

$179 million, or 45%,

Mr. Rohatyn said the Corporation should comment on this issue to

the Control Board and asked Messrs. Gould and Giddings to draft an

appropriate memorandum.

Pre—Funding of City Debt.

Mr. Rohatyn stated that,Govefnor Carey had asked the Corporation

to comment on Comptroller Goldin's suggestion that the Control Board
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terminate its requirement that the City deposit into an escrow

account sufficient funds to cover interest and principal obligations

for its debt ten days prior to the time of payment. Following

discussion the Board concluded that the pre—fﬁnding requirement
should be repealed because it imposes a financial burden on the
City by requiring additional interest payments due to premature

borrowing with only a nominal increase in investor confidence.

A draft letter to this effect prepared for Mr. Rohatyn's signature

was approved by the Board.

Approval of Minutes

The minutes of the Board meetings held from June 10, 1975 to
March 11, 1976 which had been distributed on March 26, 1976 were

approVed,

Economic Development:

Mr. Rohatyn stated that an effort to bring about the economic
recovery of the City was necessary if the City was to survive
but that in his view the Corporation had a fairly full agenda
without undertaking this role. He said that it was imperative
that the Corporation maintain its credibility and that economic
recovery was a political issue.

Dr. Weaver agreed with Mr. Rohatyn that the role was a necessary
one but that he doubted that a Board such as the Corporation's
should undertake it. .In his view since the economic problems

of the City ultimately require political solutions, the Board

should admit its limitations and suggest that the Governor employ

another organization to take on this job.

Dr. Netzer said that in his view the Corporation was equipped to
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be a financing agent but that it was not equipped to take on the
economic reéovery role. However, he felt that the Corporation did
have an objectivity that other groups lacked. He stated that it
was damaging having so many different voices involved in this task
but that the Corporation could not pPlay a role unless it was more

sharply defined and limited.

Mr. Rohatyn, agreeing with Dr. Netzer, said that he believed that it
was necessary for the City and State to define the Corporation's

rcle in thisgs area.

Dr. Shalala said that she too believed that there were too many actors
involved and that a mandate was required from the Legislature or

some form of agreement among all parties involved.

Mr. Kresky sald that since the Corporation had undertaken the role

it should permit the Tax Task Force to complete its work. He said

further that in his view the Corporation's financing role was not

yet completed, and that it would be damaging to undertake a political

role at this time.

Mr. Gould agreed, stating that it was necessary that the Corporation
preserve its credibility so that it would be better equipped to

secure additional financing.

Mr. Elish stated that he did not believe that the Corporation should
publicly announce that it was not going to continue its involvement

in this area until the Governor had reorganized the various groups

involved,
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Mr. Klein said that he was troubled by the possibility of with-
drawal from this area because he was pessimistic that anyone else
would undertake this role and that such withdrawal might be viewed

by the business community as the "last straw".

It was the sense of the Board that withdrawal would not be done
precipitously and that there would be no announcement until the

Governor had formed a substitute group to undertake it.

SEC Investigation.

In response to Mr. Rohatyn's request for a status report on

the Securities Exchange Commission's investigation, Mr. Thomas

stated that the Commission's initial order concerning the sale

of City securities also empowered the staff to investigate the

sale of the Corporation's securities. At the time of the initial
order, a representative of the Commission had informed the Corporation
that the thrust of the investigation was the sale of City securities

and that the Corporation would not be a principal target. However,

within the past three weeks, the New York Times had used a head-
line over a story on the financial page indicating that the scope
of the Commission's investigaﬁion had broadened to focus on the
Corporation; a staff member had been informed that the Commission's
staff had Questioned an institutional purchaser concerning the

disclosures made in connection with the sale of the Corporation's

securities; and that a subpoena of the Commission addressed to

Hawkins, Delafield and Wood conerning that firm's previous involve-

ment with the issuance of certain City securities asked for certain

information concerning the Corporation.

Mr. Thomas sald he had telephoned William Moran, the regional
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administrator of the Commission, to inguire if the subpoena
meant that the scope of the investigation was changing and had
been informed that the Corporation was still not the focus of

the investigation.

Mr. Thomas said that he had not met with Judge Rifkind on the
question of the Corporation's response to the subpoena and determined
that the Corporation should not invoke the attorney-client

privilege but that counsel should monitor the documents being

turned over to the Commission to determine if the privilege should

be invoked in the future.

Mr. Klein asked if this procedure amounted to a de facto waiver
of the privilege. Mr. Thomas replied that normally this would be
the case but.that the Commission had agreed that the staff would
not claim waiver by the Corporation against any future assertion

of the privilege.

Mr. Rohatyn asked if there were any documents that the Corporation

would hot want to turn over to the Commission.

Mr. Robinson responded that they were probably limited to legal

memoranda concerning the moratorium.

Funding of EFCB Staff.

Mr. Elish reported that the EFCB was asking that the Corporation
fund the staff to be hired by Mr. Berger. Following a review of
the background and discussion, it was the sense of the Board that

the Corporation pay for whatever portion Counsel determined was

permitted under the statute.
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Stock Transfer Tax.

Mr. Gould reported that he had met with Mr. O'Brien, President
of the Securities Industry Association on April 9, 1976 concerning

the issue of eliminating the burden of the Stock Transfer Tax.

Following discussion, it was the sense of the Board that ‘it
would not get directly involved in the issue but would permit
the Task Force on Taxation, chaired by Mr. DeWind, to address

the problem during the course of its study.

Resignation of Daniel B. Goldberq.

Mr. Rohatyn, on behalf of the Board, accepted Mr. Goldberg's
resignation effective April 15, 1976, and thanked him on behalf
of the Board members and representatives for the services he

had rendered to the Corporation.

Secretary/Assistant Secretary.

Mr. Elish'pointed out that with the departure of Mr. Goldberg

‘the Corporation should appoint a new Secretary. Mr. Elish

suggested that Mr. Keegan be appointed Secretary and Mr. Lithgow
be appointed Assistant Secretary in place of Mr. Keegan. After

discussion, it was on motion duly made and seconded:

RESOLVED, that James R. Keegan be, and he
hereby is, elected to serve as Secretary
of the Corporation in accordance with the
By~Laws of the Corporation; and ‘

'FURTHER RESOLVED, that William J. Lithgow be,
and he hereby is, elected to serve as
Assistant Secretary of the Corporation in
accordance with the By-Laws of the Corporation.
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There being no further business to come before the meeting

it was, on motion, adjourned.

James R, Kedgan
Secretary



RESOLUTION OF THE MUNICIPAL ASSISTANCE CORPORATION

OF THE CITY OF NEW YORK SUPPLEMENTAL TO AND AMENDA-

TORY OF CERTAIN SERIES RESOLUTIONS OF SUCH CORPORA-

TION AND AUTHNRIZING THE CHAIRMAN, VICE CHAIRMAN

AND FINANCE COMMITTEE THEREOF TO TAKE ACTIONS NECES-

SARY TO IMPLEMENT AN AGREEMENT AMONG THE CORPORATION

AND CERTAIN OTHER PARTIES '

WHEREAS, The Municipal Assistance Corporation for The

City of New York (the "Corporation”) in order to fulfill its
statutory obligations to aid The City of New York (the "City™)
has entered into ‘he Amended and Restated Agreement made as of
November 26, 1975 (the "Agreement") among the Corporation and
certain commercial banks located in the City (the "Banks") and

certain City sinking funds angd employee pension funds (the "Funds™") ,

all such parties as identified in such Agreement; and

WHEREAS, the Agreement provided in Section 5 thereof for
& restructuring of cértain debt of the Corporation held by such
Banks and Funds, namely bonds of the Corporation issued pursuant
ﬁo the General Bond Resolution of the Corporation adopted July 2,
1975 (the "Resolution") and the 1975 Series A Resolution, the 1975
Series B Resolution, the 1975 Series C Resolution, the 1975 Series
D Resolution, the 1975 Series E Resolution, the 1975 Series F Reso-
Iution, the 1975 Series H Rescolution, the 1975 Series I Resolution,
the 1975 Series J Resolution, the 1975 Series K Resolution, the 1975
Series L Resolution, the 1975 Series N Resolution, the 1975 Series P
Resolution, the 1975 Series Q Resolution, the 1975 Series R Resolu-
tion, the 1975 Series S Resolution, the 1975 Series T Resolution,

the 19735 Sexies W Resolution, the 1975 Series Z Resolution






