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INTRODUCTION

In the fall of 1978, the City, MAC, State and Federal govern-
ments together with various financial institutions and City and
State Pension Funds developed and implemented a plan which:
o provides capital financing assistance to the
City during a four year period ending June
30, 1982.

o provided for the City's gradual reentry
into the public long term credit markets.

o required the City to undertake various budgetary
and management reforms designed to produce GAAP
balanced operating budgets by no later than
fiscal year 1982.

An important component of the plan is the Federal government's
issuance of the "standby" guarantees for City debt in the

aggregate amount of $200 million during fiscal years 1981 and

1982.

In authorizing the Secretary of the Treasury to guarantee City
debt issued to finance its capital program, the Congress
recognized that an orderly program of investment in the City's
physical infrastructure was essential to its fiscal and
economic recovery and to its ultimate reentry into the long

term credit markets,

To date, financings have proceeded according to the plan.

MAC has issued $938 million of its bonds pursuant to the



financing agreement implemented in the fall of 1978 and séld
publicly $847 million of its bonds. The City has issued §$750
million of guaranteed bonds to the City and State pension
funds to finance its capital program and publicly marketed its
own short term debt to meet most of its seasonal requirements,
The balance of the proceeds have been used to fund the last
vestiges of the City's operating budget deficit, meet MAC
-capital reserve fund requirements, fund the Guaranty Fund

and continue MAC's refunding program.

During the past two years, the City has completed certain
basic management reforms and contained the growth in its
operating budget. Between 1976 and 1981, the City's total
budgetary outlays have increased only 12%. During the same
period, the State's budget has increased 33% and the Federal
budget has grown 66%. The City has adopted an operating
budget balanced in accordance with GAAP for its 1981 fiscal
year. This goal has been attained a year earlier than
required by the plan despite an economic slump and retrench-

ment in Federal programs which provide ald to urban areas.

Under the plan implemented in the fall of 1978, the City has
resumed the capital planning and construction program after a

significant period of near dormancy. The City anticipates



spending a total of $4.7 billion of City funds during the

next five years to rehabilitate its capital plant.

Although there has been considerable progress, it appears
unlikely that the City will be able to sell publicly its
bonds in the amounts originally anticipated. In part, this
reflects a general shift in market conditions which has
limited the credit available to even the most seasoned
igsuers. FPFurther, it is generally believed that the City
must attain an investment grade rating before achieving full

market access.

Notwithstanding the City's present lack of access to the long
term credit markets to finance its capital program, its
continuation is vital to the City's future. Further, the
capital program is a continuous effort which requires a
constant flow of projects coming through the design and
approval process. Such a program cannot be quickly stopped
and started and requires a degree of certainty as to source
and timing of funding. Should the City fail to have adequate
assurances of financing for its capital program beyond fiscal
year 1982, it would have to begin immediately to curtail
contract awards. New capital projects would be limited to
emergency reconstruction, mandated programs and projects with

substantial matching state and federal funds. Major high



priority programs such as the third water tunnel, bridge
reconstruction and essential highway, sewer and water supply

projects would be delayed indefinitely.

As part of the continuing process of adjusting the City's
financial plans, MAC and the City have proposed an extension
to the plan of financing implemented in the fall of 1978. The
proposed extension would continue MAC's financing assistance
for the City's capital program through December 1984 allowing
a longer period for the City's gradual reentry into the public
credit markets (see Table 1). The proposed plan anticipates
that the City will begin public sales of its bonds during
fiscal year 1981 and increase the amount it sells each year
thereafter. Specifically the proposed plan:
o anticipates that the City will sell at least
$1.7 billion of its bonds in the public markets
during fiscal years 1981 to 1985,
o requires MAC to sell approximately $1.9 billion
of its bonds publicly during the period ending
December 31, 1584,
o projects that the remaining $862 million of
MAC's private placements to the financial
institutions and pension funds will be completed
as scheduled and that the City will complete the
igssuance of the remaining $900 million of its
bonds under the New York City Loan Guarantee
Act of 1978.

New York State enacted legislation increasing MAC's issuance

authority by $1.2 billion, to $10.0 billion (exclusive of



refunding debt and debt issued for seasonal financing), and
extending the period during which MAC may issue debt (other
than refunding debt) until December 31, 1984. This legisla-
tion enables MAC to fulfill its extended role in the proposed
plan. For both economic and marketing reasons, however, the
$10;0 billion issuance level is the effective limit to MAC's
financing capacity under the First and Second General

Resolutions.



Financing Requirements and Sources

TABLE 1

Fiscal Years 1981 to 1985

Requirements

City Capital

MAC - Capital
- Reserve Fund
and Guaranty Fund
-~ Refunding

Total
Sources
City - Guaranteed
Public*

Private
Public

MAC

Sub-Total

Reserve for Puture
Capital Requirements
(Deposits)/
Withdrawals

Total for Current

Requirements

(In $ Millions)

1981 1982 1983 1984 1985
712 975 1,000 1,000 1,000
75 100 100 100
100 150
887 1,225 1,100 1,100 1,000
300 600
100 200 300 400 700
537 325
400 400 400 350 300%*
1,337 1,525 700 750 1,000
(450) {300) 400 350 0
887 1,225 1,100 1,100 1,000

Total

4,687

375
250

5,312

900
1,700
862
1,850

5,312

5,312

*  To the extent City public issues vary from the indicated schedule, MAC
issues may be adjusted accordingly.

** To be issued during first six months of fiscal year 1985.






