IiOM THE OFFICE OF LTIV

Senator Jacob k. Javits |

New York

For Release 9:30 a.m. CONTACT: Ed Pinto
Thursday 16 March 1978 202/224-8352
12:3.16.78

STATEMENT BY SEN. JACOB K. JAVITS
ON FEDERAI LOAN GUARANTEE PROGRAMS

Ladies and Centlemen:

I've asked you to this news conference to release a report the
Congressional Research Service has done at my request on federal loan
guarantee programs and their extensive use throughout this country.

My purpose is to point out that what is being proposed for New
York City in the way of loan guarantees is a continuation of a
long-standing practice that has seen the Federal government stand behind
purchasers of homes, small businessmen, college students, farmers, large
corporations, foreign governments and new communities.

Federal Loan guarantees have been used to build a sports arena .-
RFK Stadium in the District of Columbia - and to establish communities in
10 states - Minnesota, Texas, New York, South Carolina, Arkansas, Ohio,
Illinois, Maryland, Georgia and North Carolina. Six of these communities
have defaulted on their obligations costing the federal government
millions. Here alone, New York City's track record is far superior. Not
only has the city not defaulted on its seasonal loan program, but it has
paid interest and made the Treasury some 530 million of profit.

Federal Loan guarantees have been used to buttress the power
authority in the Pacific Commonwealth of Guam, because the island was
unable to sell any of its long-term debt; and federal loan guarantees are
being used to build a transportation system for the District of Columbia,
Maryland and Virginia suburbs, because without this federal help bonds
to finance construction of the Metro Rail system could not be sold.

In these cases, and the thousands of others in which federal loan
guarantees are a vital element, there has been no hue and cry raised in
Congress of "bailout”.

The figures on federal loan guarantees are significant. The
Congressional Research Service estimates that in fiscal yvear 1978, some
$81 billion in loan guarantees will be made by a variety of federal
agencies, and that the gross amount of such guarantees outstanding will
reach $324 billion in fiscal 1978 and $368 billion in fiscal year 1979,
To deny New York City such help in a eritical financial emergency is
indeed approving a '"double standard".

Indeed, the proposed $2 billion in loan guarantees to New York
City - while the single largest item in the federal loan guarantee
program - would amount to slightly more than two percent of the $81
billion in Federal loan guarantees expected for fiscal year 1978, and a
miniscule six-tenths of one percent of the gross amount of Federal
guarantees expected to be outstanding during fiscal year 1978.

In aiding New York City, the federal government is not
establishing precedent. 1In aiding New York City, the federal government
is continuing a long-standing practice. If detractors of the New York
City program have complaints about federal loan guarantees in general ,
then that is the argument that should be made. New York City should not
be singled out when federal loan guarantees are being utilized in every
state of the Union. And, especially when New York City has shown itself
willing to sacrifice to restore financial integrity to its affairs and
has proved a good "financial risk' for the federal government by repaying
in full, with interest, its seasonal loan obligations to the Treasury.
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The CRS report discusses federal loan guarantees in general,
and then nine specific programs. Of these it says: '"The nine programs
discussed are inclusive enough to show that the concept of large-scale
federal loan guarantees to governmental entities and private corporations
is not unique. The guarantee proposals to assist New York or to produce
energy, for example, are part of the expanding use of loan guarantees for
a wide variety of purposes.'

Here are some highlights from the report:

-- The Trade Adjustment Assistance Guaranteed Loans for
Communities was passed as part of the Trade Act of 1974. The purpose of
the program was to assist communities whose economies have been hurt by
imports. It is not being used. CRS says '"One provision of the
legislation which may inhibit its use is the requirement that under
certain conditions the community must pledge a portion of its next
revenue sharing entitlement as loan security." New York City has been
asked to do the same, and you can see how this one public law has gone
unused, possibly, according to CRS, because of this single provision.

-- D.C. Stadium Bonds, used to construct RFK stadium and
guaranteed by the federal government. If Washington finds it imperative
to help build a sports arena, certainly aiding its largest city in an
hour of need is all that more overriding.

-- New Communities. A total of 13 projects in the states
already mentioned above, have received guarantees. Seven are undergoing
financial reorganization, six because they have defaulted, requirin
the federal government to honor its guarantee and to provide additional
operating funds.

-- National Capital Transportation Act, by which the federal
government guaranteed bonds of the Washington Metropolitan Transit
Authority to finance the new metro rail system. CRS says this program
has cost the Treasury money for federal interest subsidy and debt
service assistance, to the tune of $31.6 million in fiscal 1977. Luckily
New York City's seasonal loan program made almost that much Ffor Cthe

Treasurz.

-- Virgin Islands and Guam Power Authority. The Interior
Department guarantees loans of $61 million to the Virgin Islands and
$36 million in Power Authority Bonds. In the event of default the
department would receive appropriations to cover the costs of default.
A much better deal than New York City has been offered.

New York City, to save itself, is asking for no more, and no less
than other entities of government or private business.

Copies of the report are attached.
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