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Testimony of Mayor Abraham D. Beams before the Senate Committes
on Banking, Housing and Urban Affairs, Pirksen Senate Office
Building, Room 5302, Washington, D.C. Tuesday, May 17, 1977,
11 a.m.

Senator Proxmire and distinguished members of the Senate
committee on Banking, Housing and Urban Affairs, I am pleased to
appear before you today. 1 am proud to have the opportunity to
review with veu some of our accomplishments and to consider the
City's future prospects.

T want to make it clear that when I say our accomplishments
T mean to include this body, the Congress of the United States
and the Federal government. For the City of New York could not
have made it alone, would not have survived without the seasonal
loan program whigh provided thé support needed for New York to
help itself.

While we have repaild and will continue to repay on OT ahead
of time and on target every penny of principal and interest due,
the City and its people also owe a debt of gratitude to you and
+the people you represent for joining with us in this great coopera-
tive wventure.

Clearly the City's journey to solid fiscal and economic
recovery is far from concluded. But we have demonstrated that
we will not avoid the more trying path for the leisurely datour,
and that we will not wander aimlessly through a maze of self-
deception becausa tha reguired course is tough and unyielding.

The City and its people have come to understand the nature
of their reality —- that the difficult cholce is often the only

choice., That is true today and it will be equally valid tomorrow.
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Tt is in that context that I would like to review briefly
with vou some of the major events and actions since I last
appeared before you -- and to consider with you their implications
for the future of the City.

These include the morateorium, the budget and financial plan
projections, economic development plans and future financing
prospects.

Perhaps the most dramatic event was the action of the State
Court of Appeals striking down the moratorium on the repayment
of certain outstanding short-term debt. The ingredients for
crisis were there. A sudden and unanticipated need for funds,

a court mandate to pay, competing objectivaes of our creditors,

and uncertainty about the method ~- or even the possibility ~- for
complying. Yet it was a crisis which never quite materialized --
not because the threat to solvency wasn't real, but because the
City had developed the capacity, the relationships, and the

fiscal management capability to respond.

I am pleased to report that the settlement plan I announced
in March is working very well. Of the $1 billion in moratorium
notes that were outstanding, notes having an aggregate value of
$403 million were exchanged for MAC long-term bonds with no
amortization required until 1982; approximately $400 million of
notes will be redeemed by the end of June and $180 million will
be redeemed in October pursuant to the timetable established by
the court. We expect to have sufficient cash to meet these

obligations. Moreover, the City has received approximately
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$60 million in sewage treatment reimbursement funds which are

in addition to the sources of cash I outlined in March to finance
the settlement. Also, the new MAC public offering will add to

our cash sources. These funds will alleviate the pressure on

the Mitchell-Tama refinancing which we still expect will meat

our projections.

In a key respect the moratorium settlement plan -- and its
Iimplementation -~ was an appropriate prelude to the 1978 budget.
We were called upon to demonstrate the resourcefulness and
strength that would have to underlie a reasonable, responsible
and credible budget. |

The financial emergency act requires that budget to be in
balance., It is a reguirement of this Congress and the new City
Charter as well.- It is an absolute prerequisite for re-entering
the financial marketplace and an absolute commitment of my admin-
istration.

The City's 1978 Expense Budget is in balance. We have wiped
out a billion dollar deficit in three vears. We have demonstrated
extraordinary fiscal restraint. The $13.9 billion budget shows a
rate of growth of only 2 per cent compared to fiscal 1377. More
significantly, City funds show an actual decrease of 4 per cent.

I submit that these are no mean achievement, particularly considered ;
in the light of continuing inflation and the record of other levels
of govexrnment.

But it is also far more than a balance sheet. It is perhaps

the most open and informative document of its kind. - In the month






