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Honorable Donald T. Regan

Secretary of the Treasury

U.S. Department of the Treasury
15th Street and Pennsylvania Avenue
Washington, D.C. 20220

Dear Mr. Secretary:

Pursuant to Sections 6.3, 6.8.1.(a) and 6.8.1.(b) of the
Agreement to Guarantee dated as of November 15, 1978, I am re-
porting to you on the current status of the Financial Plan and
the City's recent Financial Plan submissions.

On May 12, 1982, the City submitted to the Control Board for
its review and approval a proposed four-year financial plan for
the City and the covered organizations covering fiscal years 1983
through 1986 (the "May Submission"). Such submission was made
pursuant to the requirements of Section 8.3(a) of the New York
State Financial Emergency Act for The City of New York (the
"Act"). It was reviewed by the Control Board staff in order to
evaluate the reasonableness of the projections reflected therein
and to determine whether - it was complete and otherwise complied
with applicable statutory standards.

On June 24, 1982, the Control Board approved Modification
82-13 to the Financial Plan for the City and the Covered Organi-
zations Covering FYs 1982 through 1985, as modified (the "FY 1982
Financial Plan"), consisting of a quarterly modification of reve-
nue, expenditure and cash estimates for FY 1982 and providing for
a $43 million City general reserve to cover end-of-year contin-
gencies. The staff of the Control Board issued a report on the
Modification, copies of which have been previously delivered to
your office, together with copies of the Modification. In that
report the staff concluded that its evaluation of the potential
City fiscal outlook for FY 1982 led it to belicve that the City
would end that year in a balanced condition.
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On June 17, 1982, the City's 1legislative bodies completed
their consideration of the Mayor's proposed FY 1983 budget, re-
flected in the May Submission, and approved an amended version
thereof which the Mayor let stand (the "Adopted Budget"). On
June 28, 1982, the City submitted as supplemental information to
the May Submission, revised four-year projections of revenues and
expenditures reflecting the Adopted Budget and other develop-
ments.

Upon review of the May Submission, various members and the
staff of the Control Board expressed to the City serious concern
about aspects of the May Submission, including the degree to
which it relied upon State funding not yet appropriated. This
uncertainty, coupled with the lack of certainty as to the final
outcome of the City's 1982 collective bargaining process and the
absence of a secure revenue stream For the New York City Transit
Authority (the "TA") for FY 1983 and thereafter, 1led to the
City's withdrawal of its May Submission and its advice to the
Control Board that it could not, at that time prepare a four-year
financial plan prior to the beginning of FY 1983 which would be
complete and meet the standards of the Act.

In light of these events and uncertainties, on June 30, 1982
by unanimous vote, the Control Board formulated and adopted an
interim Financial Plan for the City and the Covered Organiza-
tions, except the Ta, covering FY 1983 and for the TA covering
the first six—months of FY 1983 (the "Interim Financial Plan "
The Interim Financial Plan was formulated and adopted pursuant to
Section 8.3{(d) of the Act; the City section thereof was based on
the Adopted Budget.

In its resolution adopting the six-month financial plan for
the TA (the "TA Interim Plan"), the Control Board directed that
the FExecutive Director of the Control Board prepare monthly a
written report setting forth the financial condition of the TA,--
which report would be based upon certain specified information
that the President of the TA was by such resolution ordered to
provide. Copies of the Interim Financial Plan, Control Board re-
solutions and staff reports with respect thereto and of the
Monthly Reports of the Executive Director on the financial condi-
tion of the TA, dated August 19, September 20, October 25 and
November 23, 1982, have been previously delivered to your office.
In its June 1982 report on the Financial Plan, the Control Board
staff concluded that if the City's assumptions are not adversely
affected by future developments, budget balance will be main-
tained for FY 1983, 1In addition to the final ocutcome of collec—
tive bargaining negotiations, the staff stated that these uncer-—
tainties included anticipated levels of intergovernmental aid
that may affect the City's fiscal condition in FY 1983 and subse-—
quent ycars. Based on its review the staff further concluded and
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recommended that it was necessary for the members of the Control
Board to take these uncertainties into account when taking an
action to put a Financial Plan in place prior to July 1, 1982,

As a result of pension legislation vassed by the State le-
gislature at the close of FY 1982, the City was able to make an
advance payment to the TA of a portion of its planned FY 1983
subsidy to assist the TA to achieve cash balance in FY 1982. On
June 29, 1982, the City submitted Modification 82-14 to the FY
1982 Financial Plan (as modified on June 24, 1982), which Modifi-
cation was revised on July 1, 1982 and approved by the Control
Board on that date. This Modification consisted of adjustments
to the City's revenue and expenditure projections for FY 1982 and
revisions to the TA's cash flow adjustments with the addition of
an explanatory footnote. Copies of this Modification have been
previously delivered to your office.

At its meeting on July 23, 1982, the Control Board adopted
Modification No. 1 to the TA Interim Plan, correcting a technical
error in such plan as adopted by the Control Board on June 30,
1982. Copies of Modification No. 1 have been previously submit-
ted to your office.

In addition, on August 20, 1982, the Control Board approved
Modification No. 2 to the Interim Financial Plan which consisted
of adjustments to the City's borrowing schedule to reflect the
marketing decision to increase to $700 million the principal
amount of its short-term notes to be issued in the first quarter
to meet all its projected secasonal financing requirements for FY
1983. Copies of Modificaton No. 2 have been previously delivered
to your office.

On October 28, 1982 the Control Board approved Modification
No. 3 to the Interim Financial Plan, consisting of a modification
to the section thereof relating to the New York City Housing De-
velopment Corporation ("HpC") covering FYs 1983-1986 and re-
flecting the proposed issuance and sale of HDC's general obliga-
tion 1982 Multi-Family Housing Bonds in order to redeem in full
its outstanding Multi-Family Housing Bonds (Variable Rate Annual
Tender Bonds) issued in December 1981,

We have been advised that on September 8, 1982, the City and
various of its covered organizations reached a tentative collec-
tive bargaining agreement with the coalition of municipal labor
organizations representing most of the civilian employees, and
that on October 10, 1982, the City and several covered organiza-
tions reached tentative agreement with the coalition representing
the rank and file employees in the uniformed forces, with the ex-
ception of the sanitationmen. While the terms reached differ,






