February 22, 1979

Senator Willtam Proxmire, Chalrman

Cemmittee on Banking, Housing and Urban Affairs
United States Senate

Washington, D.C., 20510

Dear fenator Proxmire:;

This is in response to your request for an answer to Senator
ftewart's question, Senator Stewart mentioned that in my testimony
before your Committee I appeared to state that the City needs three
years of budget balance according to GAAP before it can be *self-financing”
in the bond market.

You may recall that my comments ware in response to questioning

by Senator Javits, and although neither of us went into detail with respect

to acoounting standards, my answer was not intended to take into account

GAAP. Rather, I was referring to a balanced budget of New York City '
based upon the Uniform System of Accounts, as adjusted. Thus, the three j
‘years of budget balance to which I alluded could be achieved within the
context of the four year plan (by June 30th, 1982) if the City succeeds in :
achieving its budgetary goals. : o

Very truly yours,

GDG:rme CGeorge D, Gould
Chatrman

cc: Marilyn Friedman
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- Testimony, ' GEORGE D. GOULD, Cchairma
Municipal Aésistance Corporatlon For Tﬁéﬁblty
of New York Before the Committee on Banking,
Housing, and Urban Affairs, United States Senate,
February 7, 1979

Mr. Chairman, Members of the Committee:

Governor Carey has asked me to comment on the status of the
program developed by MAC and numerous other parties to provide
the City with financing during the four-year period ending.

June 30, 1982,

In its report accompanying the New York City Loan Guarantee
Act of 1978, this Committee staﬁed its belief that "the
primary responsibility for meeting New York City's fihancing
needs for the next four years ana restoring the City to
fiscal and financial health rests at the local level -- with
City and State officials and with the various local sources
of financing." MAC's efforts évér the past year, as well

as the efforts of all of the othér parties I will mention,
have been directed toward seeing that this responsibility

is fulfilled.

From June thfough November of 1978, representatives of the
Uhited States Treasury Department, New York State, New York
City, MAC, the Financial Control Board, 11 commercial banks,
35 savings banks, 10 insurance c@mpanies, 4 New York City
‘pension funds and 2 New York State pension funds directed
their attention to negotiating the long and complex agreements
required to implement the financing program. As implemented
on November 17, 1978, in one of éhe largest financings ever
undertaken, the financing progra@ consists of the following

elements:
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The sale to certain New York State and New York City
pension funds of bonds of the City guaranteed by the
FPederal government in the amount of $750 million,

during fiscal years 1979 and 1980.

The issuance of MAC bonds in the amount of $2.8 billion,
of which up to $1.8 billion are to be sold to the finan-
cial institutions and City:pension funds during the four
city fiscal years 1979 through 1982, $500 million are to
be sold to the public'this-fiscal year and $500 million
are to be sold to the public in fiscal year 1980. On
November 17, 1978, MAC sold to the institutions and
pension funds $401 million bf the Corporation's bonds,
comprising the scheduled saies to those purchasers for
the current fiscal year. Alsc on November 17, 1978

MAC sold to an underwriting group $250 million of its
bonds as part of the public:sales. I intend to discuss
with MAC's Finance Committee a recommendation that the
Corporation issue the remaiﬁing $750 million of bonds

to be sold to the public on a quarterly basis of
approximately $125 million éadh guarter.

The public sale of unguaranteed bonds of the City in

. the amount of $950 million,:in fiscal years 1981 and

1982, If the City is unablé_to sell its bonds publicly
on reasonable terms and conditions, up to $950 million
of MAC'bonds are to be sold;publicly.. If MAC is unable
to sell its bonds on reasonable terms and conditions,

$900 million of bonds of the City guaranteed by the




-7 Pebruary l97§;¢ | ~

* Page Three '
Federal governmenﬁ are to @e sold to certain New York
State and New York City pension funds.

-4, The sale to the commercial_banks and City pension funds
of up to $750 million notes of the City, during fiscal
year 1979, to the extent tﬁé City or MAC do_not fill
such needs in the public mérkets. As you know, the
City's needs for this faciiity has been reduced sub-
stantially as a result of the City's recent successful

note sale.

The commitments to purchase bonds and notes, like the commit-
ment to issue the guarantees, were not unconditional. Out of
the many months of negotiations,:we achieved a package which
both protected the assets pledged and enabled} indeed
required, the City to take the steps necessary to gain re-
entry to the credit markets to meet its future financing
needs. -Those steps have begun t§ be taken. The City has
reduced, and by the end of the City's 1979 fiscal year is
expected to eliminate, its need fo obtain an $800 million
annual advance from the State. This will have the effect

of decreasing its seasonal borroﬁing requirements substan-
tially. Further, the timetable for elimination of expense
‘items from the City's capital budget has been accelerated

and the City has been able to gofforward with plans for
capital construction and rehabilitation of the City's in-
frastructure. Finally, the markét has been advised that
.a.specified amount of obligationé will be marketed by the

City and MAC during the next several years. This should







