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Municipal Building
New York, New York 10007

Dear Mr. Comptroller:
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RICHARD A EMNGELMAMN
CEORGE . FELLEMAN
STEVEN B, ROSENFELD

T received today a copy of a letter addressed
to you from Victor Cotbaum, Trustee, New York City

Employees’ Retirement System.

1f an opinion of the sort described in Mr.
Gotbaum's letter is to be requested of us, as general
counsel to Municipal Assistance Corporation For The City
of New York, in connection with future closings under
paragraph 7 of the Amended and Restated Agreement dated
November 26, 1975, 1 urge you to reguest that your staff
give me as much notice of that request as is possible.

Ag I am sure you and your staff are fully aware,

we will

need some time to determine whether we would be in a
position to jssue an opinion of the sort described 1n
Mr. Gotbaum's letter, and 1 cannot at this time predict

whether we would be 1n a position at guch time to issue

such an opinion.
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25 October 1976

MEMORANDUM

TO: Felix G. Rohatyn ! .
FROM: Paul G. Giddings

RE: Debt Restructuring

The purpose of the memorandum is to summarize from publig sources the
figqures contained in your speech of September 21, 1976, relating to

a refinancing of MAC's debt with Federal guaranty and a refinancing
without Federal guaranty of City debt.

1. With regard to MAC debt, you referred in your speech to a 20 to
25 year maturity, 7 per cent interest, and a % per cent insurance
fee, or effectively a 7% per cent total rate. MAC's net debt
outstanding is $3,420 million. There are various ways to refin-
ance this debt, among which are level debt gervice {comparable to
a conventional mortgage); serial maturities; interest only for a
period of years, followed by level debt or serial maturities.
Level debt service at 7% per cent on $3,420 million for 20 years
would be $335 million per year; for 25 vyears, $307 million per
year. Interest only would be $257 million per year. Obviously,
there are various other methods which could be used, and myriad
assumptions that could be made with regard to rates and maturities.

2. our audited financial statements for June 30, 1976 (Exhibit 2},
show the following future debt service ding reguirements for
MAC;
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For the fisgal
Y Sene 30 Total
1977 $ 642,465,100.70
1978 604,548,075.00
1979 632,056,515.63
1980 742,978,440, 61
1981 478,550,856.25
1982 497,082,215.00
1983 495,771,330.00
1984 371,920,905.00
1985 557,509,877.50
1986 126,264,401, 25
1987 109,129,573.75
1988 61,660,493.75
1989 67,479,831.25
1990 64,113,450.00
. 1991 83,520,325.00
" 1992 53,982,650.00
1993 61,969,425.00
1994 37,295,700.00
1995 (20,120,000.00)
$5,668 179,165.69

Total
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3.

According to the City financial plan statements and officials state-
mentg, City debt outstanding on June 30, 1976, was 58,088 million,
net of sinking fund debt and excluding State leoans and advances.
(All Federal seasonal loans had been repaid on Junedgisae ).
Comparable terms for this aMaount would be: level debt service, 7%
per cent, 20 years, $793 million;. 25 years, $726 million; interest
only, $607 million. In addition, $100-plus million would be required
for City seasonal financing, whether from Federal loans and State ad-
vances, or from traditional banking sources. By comparison, the most
recent City Financial Plan statements project debt service for the
City of $1,782 million in fiscal year 1977, and $1,758 million in
fiscal year 1978.

cunmy M
According to the City official statement and under the State FERSER' 2
$ltion, the great bulk of City debt service is paid by real estate
taxes which cannot be levied for any other purpose. The real estate
tax rate is now $8g795 (per $100 assessed value), and the most recent
Financial Plan statement projects revenues in the current year of
$§,206 million. 1In simple terms, without adjustment for reserves or
collections from prior years, this means that each $100 million reduc-
tion in debt service would lower the real estate tax rate by about
$.25, or about 3 per cent. Savings of $700 million would therefore
be required to reach the "as much as a 20 per cent lowering of the
real estate tax" referred to in your speech.

As to the financial r ts of these examples, savings in MAC debt
service reduce our draw against State sales and Stock transfer taxes
and Per Capita Aid which otherwise flow to the City. Savings in City
debt service have the primary effect of reducing real estate taxes,
as shown above. '

PGG/1sd






