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ASSISTANCE
CORPORATION
FOR THE CITY
OF NEW YORK

7 May 1981

Mr. E. Stanley Legg

Deputy Comptroller for Administration
State of New York .

Department of Audit and Control

A.E. Smith Building

Albany, New York 12246

Dear Mr. Legg:

Pursuant to: (1) the Memorandum of Understanding executed in
April 1978 between The City of New York (the "City"), the
New York State Department of Audit and Control (the "Depart-
ment") and the Municipal Assistance Corporation For The City
of New York (the "Corporation"); (2) the Agreement dated
March 4, 1976 between the Department and the Corporation;
and (3) the Repayment Agreement dated June 13, 1977 between
the City and the New York State Emergency Financial Control
Board, the Corporation is obligated to provide compensation
to the Department equal to direct and indirect costs for
certain services performed with regard to review of the
City's finances, subject to termination by either of the
parties upon 60 days prior written notice. For the period
through March 31, 1980, the Department requested
reimbursement for indirect (overhead) in addition to direct
costs. Although the matter of overhead charges was then in
dispute between the City and the Department, the Corporation
included them in its payments to the Department for the
periods through March 31, 1980,

An examination of the Corporation's records shows that
beginning April 1, 1980, the Department has not requested
reimbursement by the Corporation of any overhead costs, but
only of direct expenses. However, the Corporation hag
continued to accrue overhead charges on an estimated basis
for the periods beginning April 1, 1980 as liabilities in
the Corporation's accounts, and has continued to include
them as such in its published financial statements. It is
our understanding from both the City and the Department that
the Department will no longer request reimbursement for such
overhead charges, that the Department considers the
Corporation to have no liability for any overhead charges
for the period April 1, 1980 through June 30, 1981, and that
the Corporation will make no payment to the Department
therefor.
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Accordingly, it is our intention to remove these accrued
overhead charges asgs liabilities from our accounts and finan-
cial statements. In conjunction with that intention, our
independent accountants, Price Waterhouse & Co., have requested
us to obtain a statement affirming your position, as follows:
The Department will not seek reimbursement of overhead costs
from the Corporation for any period between April 1, 1980

and June 30, 1981.

If you are in agreement with this statement, please so indicate
either by returning to me a copy of this letter signed in

the space provided below or, if you prefer, by sending me a
letter containing the statement affirming your position as

set forth in the underlined portion of the preceding paragraph.

Sincerely,

Jﬁdéiae////éu,/’

Steven J. Kantor
Treasurer

Affirmed:

NEW YORK STATE DEPARTMENT
OF AUDIT AND CONTROL

By: (Signature)

(Name)

(Title)

(Date)
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State of New York
Financial Control Board

270 Broadway For Further Information
Chairman N Now York, New York 10007 Contact: Comer S, Coppie
Hugh L. Carey, Governor . {212} 488.2294 ) Executive Direcior

Bosrd NMambars ' 488"4210
Edward V. Regan ] . ’
Comptroller

Edward 1. Xoch ' October 11, 1979
Mayor, City of New York -

Harrison J. Goldin .
Comptroller, City of New York

Gilrove A. Griffin, Jr,
John C. Sawhill
Stanley S. Shuman

PRESS RELEASE

Comer S. Coppie, Executive Director,.today released
a letter that he delivered to Mayor Koch expressing his
concern about certain recent developments and problems that,
in his judament, could. threaten a balanced City budget this
year and the City's ability to make substantial progress.
toward a GAAP-balanced budget in subsequent years.

- Mr. Coppie stated that these matters, which might
require the implementation of a portion of the City's con-
tingency program, must be addressed in the City's quarterly
modification to the Financial Plan to be submitted to the
Control Board.

A copy of the letter is attached.



e

Chairman

Board Mambars

Edward V. Regan
Comptroller

Edward 1. Koch

State of New York
Financial Control Board

270 Broadway

"New Yark, New York 10007 Comer §. Coppie
Hugh L, Carey, Governor (212) A88-4204 : Executive Director

Mayor, City of New York

Harrjson J, Goldin

Comptroller, City of New York . October 11 ’ 1979 N

Gitroye A, Griffin, Jr,
John C, Sawhilt
Stanley S, Shuman

Honorable Edward I. Xoch
Mayor

City Hall

New York, New York 10007

Dear Mayor Koch:

I am concerned about certain recent developments
and problems that, in my judgment, could threaten a
balanced City budget this year and the City's ability
to make substantial progress toward a GAAP-balanced

budget in subsequent years. In the four months since

the Control Board approved the City's FY1980-FY1983
Financial Plan, two disturbing trends have developed

that could call into question the City's long-term
ability to control expenditures. In addition, certain
specific difficulties affecting City spending have becone
more pronounced. I wish to call these matters to your
attention so that they can be addressed in conjunction
with the forthcoming quartexly Financial Plan submission.

Two emerging general expenditure trends give rise
to concern. First, no clear pattern of planned under-
spending in significant amounts seems to be reflected
in the City's financial plan statements and quarterly
allocation plans. As I am sure you recall, an important
consideration in Control Board review and approval of the
Financial Plan this past June was your commitment to a
policy of monitorable underspending during the current
year. Adherence to this policy is of particular importance
given the several specific problems, described below, that
have already developed during the current fiscal year.

Second, it appears that the City continues to fund

‘new, recurring expenditures with non-recurring revenues.

This trend was noted by the Control Board and other
monitors at the time of your Executive Budget submission.






