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TO: H
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Stephen Clifford
Fugene Keilin

Since the recent Court of Appeals decision declariné the moratorium
unconstitutional, we have been meeting with all of éou as the
representatives of the New York City financial institutions whose
voluntary agreement on November 26, 1975 provided e%sential financial
assistance to New York City. In our meetings, we héve discussed what
further commitments may be required of you, not on1§ to deal with the
current problem of moratorium notes, but also to deél with the longer-
term budgetary and financing needs of the City, atgthis crucial

time in the City's financial crisis. f

As you know, the Municipal Assistance Corporation aéd The City of New
York prepared a proposal to deal with the Court decision and communicated
the proposal to counsel for the plaintiff in the caée. In preparing this
proposal, we took into consideration the City's abiiity to service debt
and to finance a capital budget over the next ten yéars. In other words,
our proposal is not merely a "“"moratorium solution",ébut rather it
addresses the City's total capital and debt service%picture.

The plaintiff's counsel has agreed to the timetablegof our proposal -
repayments of approximately 20 percent by February i, 1977, another

30 percent by June 30,71977 and the remaining 50 peécent by November 19,
1977. We told him that our ability to meet this scéedule of payments
was conditioned on the acceptance of our proposal bé the City's banks,
pension funds, underwriters, and others and by variéus contingencies

related to the City's cash flow. He has refused,ho@ever, to accept
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these conditions as a limitation on the plaintiff'séright to

payment. Accordingly, he has submitted to the Couré a proposed

order unconditionally directing us to pay in accordénce with this
schedule, We have 30 days, ending January 17, 1977é to supply the Court
with a response to the plaintiff's proposed order. 7

All of these matters have been discussed in detail ﬁith the President-
Elect. As you know, Mr. Carter responded that bankéuptcy was not a viable
alternative for the City, and that the new Secretarf of the Treasury
will review the options for assuring market access %nd for Federal
administrative actions that might be helpful to NewéYork. He indicated
that his legislative proposals would contain measurés helpful to all
urban areas. Mr. Carter aiso said that he was pleaéed with the City's
progress toward achieving a balanced budget, that hé expects this

goal to be achieved on schedule,and that he also exéects a prompt,

local solution to the problem presented by the moraﬁorium notes.

In response to the President~Elect's expectation oféa prompt, local
solution, and to prepare our submission to the Couré-of Appeals, we are
forced to seek the following commitments from you bé January . 1977,
L. A voluntary deferral to February 1, 1982é of the initial
principal repayment on the MAC Bonds heﬁd by you as listed
in the schedules delivered pursuant to t&e agreement dated
November 26, 1975. Such deferral must bé substantially
implemented before the first principal pfyment on such Bonds
now due on February 1, 1977, or we will ﬁé unable to achieve
the $206 million of savings in MAC debt %ervice funding
requirements in the current fiscal year.é:These are the savings

which our proposal contemplates will be @ade available to the

moratorium note holders by February 1, as%a 20 per cent partial
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payment of their moratorium notes.
The resultant savings in MAC debt servicé funding
requirements are:

Fiscal Year Funding Reduétions
' ($million) :

1977 $ 205.8
1978 203.6
1979 170.2
1980 170.1
1981 (65.2)

These funding reductions résult from the;deferral by you
of only $137 million in payments each yeé&.

We may also ask that you accept as a refénding of your
outstanding MAC Bonds, new MAC securitieéfwith no capital
reserve fund requirement.

2. We assume that the banks will continue their réle among MAC's
underwriters, whether as related to public offiiings contemplated
by our present proposal or otherwise. Our proéosal contemplates
& public offering of approximately $300 millioé of MAC securities
underwritten by MAC's commercial and investmené.bank underwriters.
We contemplate approximately 15 year securitieséwith no principal
amortization for the first five years, similar.io several MAC Bonds
publicly offered in the past. We are attemptih? to structure a MAC
security to be used for these purposes that cou;d be serviced by the
City real estate tax as well as by State sales ;nd stock transfer
taxes; we are also considering a security that ;ould not require
a capital reserve fund. As vyou know, the curreit market for
municipal securities in general and MAC securit%es in particular
is strong and encouraging. We believe the clim%te was strengthened
still further by the meeting with PresidentuEléét Carter and his

expressions concerning the City.






