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Assessment Of

New York City’'s Performance
And Prospects Under Its 3-Year
Emergency Financial Plan

~ Although New York City has made progress

toward the goals it- must meet by June 30,
1978, uncertainties’ exist which indicate it
may fall short of its target. The outlook
points to a continuing crisis far some years to
come and the city may seek further help. If

© the Congress finds that Federal interest justi-

fies further assistance in meeting the city’s
financing needs, GAQ recommends that the
conditions of any such assistance be stringent.
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To the President of the Senate and the
Speaker of the House of Representatives

This report presents our assessment of New York City's
progress in the first year of its 3~year financial plan and
its prospects for the future. It also discusses matters the
Congress may wish to consider if further assistance is re-
quested by the city.

The city made progress on several fronts during the
first year, including

--making major budget cuts,
-—developing a new accounting system, and
—-—guccessfully managing debt problems.

Its prospects for the future, however, are not bright. Sub-
stantial financing needs and continuing budget pressures will
likely present the city with a continuing crisis for some years
to come.

Therefore, we believe it is advisable to begin considera-
tion of the appropriate Federal response if the city requests
additional Federal assistance, such as direct loans or loan
guarantees. Any such assistance to the city or any other
local government, we believe, should carry stringent condi-
tions designed so that the pressure on State and local govern-
ments for prudent management of their financial affairs is
noct lessened.

We made our review pursuant to the New York City Sea-
sonal Financing Act of 1975 (Public Law 94-143).

The contents of this report have been discussed with
city and State officials, and their comments were considered
in the preparation of the report.
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We are sending copies of this report to the Secretary
of the Treasury and the Director, Office of Management and

T

Comptroller Generel
of the United States



Rl
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REPORT TO THE CONGRESS NEW YORK CITY'S PERFORMANCE
AND PROSPECTS UNDER ITS 3-YEAR
EMERGENCY FINANCIAL PLAN

CONCLUS TONS

AND MATTERS FOR CONSIDERATION BY THE CONGRESS

CONCLUSIONS

New York City faced a financial crisis of major propor-
tions during most of 1975. Toward the end of that year, a
combination of Federal and State actions stabilized the
gsituation somewhat. It permitted the city to function in
an orderly fashion under a financial plan which called for
a combination of revenue increases and budget cuts that
would lead to a balanced budget by June 30, 1978.

The city has made progress toward resolving its problems,
a goal it must achieve to restore its fiscal independence
and stability. It 1s clear, however, that major problems
confront the city during the remainder of the financial plan
and in the period immediately following. Despite the obvious
difficulties, city officials remain cautiously optimistic
about meeting the goal of the financial plan. Their deter-
mination is encouraging and indispensable to the city's
success.

Although no one can state with certainty whether or not
the city will achieve the goals of the financial plan, our
assesgssment, at this point, indicates there are sufficient
uncertainties to suggest the city may fall short of its
goals. 1Its success 1s highly dependent on actions of wvarious
levels of government as well as the private sector. Even
if the city is successful, it remains uncertain whether it
will be able to gain sufficient access to the private credit
market or other non-Federal sources for its total financial
needs after June 30, 1978.

MATTERS FOR CONSIDERATION BY THE CONGRESS

A variety of proposals for Federal action which would
assist New York City have been, and no doubt will continue to
be advanced. Proposals range from fundamental changes in the
Federal domestic assistance system, such as Federal take-
over of welfare, to Federal assistance in regional develop-
ment efforts to stimulate the economy of the Northeast.

This report focuses on the more immediate fiscal guestions.
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