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MARTIN AAROMN, CHATRMAN D266
NON-INSTTTULIONAL COMMITTEL FOR O
NEW YORK CITY NOTE & BOND HOLDERS S
212 EAST BROADWAY

NEW YORK, NEW YORK 10002

. . April 12, 1977
Hon. James Gibson

Hon. Earle C. Bastow
Justices of the New York Supreme Court
Special and Trial Term, Part 28
60 Centre Street
New York, N.Y. 10007

RE: IN MATTER OF NEW YORK CITY NOTES PURPORTEDLY
SUBJECTED TO THE Imergency Moratorium Act ANL
HAVING MATURITY DATES OF DECEMBER 11, 1875,
JANUARY 12, 1976, FEBRUARY 13, 1976 or MARCH
1976 (Flushing national Bank v. Municipal
Assistance Corporation For the City of New ¥«
et al.) :

Honorahle Sixs:

This letter is notice of our intention to commence a special proceeding ii
the nature of mandamus unless you indicate to us by Friday, April 15, 1877 th
the following matters will be disclosed in writing to all City noteholders whe
have submitted or shall submit applications for the entry of judgment pursuan’
to the terms of the Remittitur in this action dated February 8, 1977:

1. By entry of judgment, a noteholder will forfeit the right to conte:
6% interest unless a Notice of Appeal is filed within 30 days from
the entry of judgment.

2. By entry of judgment, a noteholder‘will forfeit the right to liti-
gate in any forum the issue of additional damages from the City fo
fraud, invidious discrimination or breach of contract.

3. Failure to enter judgment by May 15, 1977 will relieve the City of
any legal requirement to include such judgment in the annual LExper.
Budget of the City for the fiscal year commencing July 1, 1977.

We cannot emphasize strongly enough the fundamental due process considexa-
tions which require these disclosures in a context in which laymen are being
encouraged to process substantial claims without the assistance of counsel.
(¢Cf. Code Prof. Resp., EC 2-2.)

Very truly yours,
- /r

R T = _/(:-:/,t\?// :: ~ /‘.‘"’//
Martin Aaron
. Chairman
CC: Hon. W. Bernard Richland
Hon. Louis J. Lefkowitz
Paul, Weiss, Rifkind, et al.
Richenthal, . Abrams & Moss

BY HAND
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You CAN BE SURE THAT SENATOR PROMNMIRE Wiil LOOK AT

THESE SCHEMES WITH AN EXPERT AND SKEPTICAL EYE, AND | AM IN cLOSE

" ToucH WiITH THE BANKING CoMMITTEE STAFF AND ‘THE TREASURY STAFF TO
STOP ONCE ANO FOR ALL THE UNCONSCIONABLE AND IRRESPONSIBLE FLIM FLAM

To Qur MEMBERS AND ALL NOTEHOLOERS:

| RECEIVED HUNDREDS OF TELEPHOME CALLS IN THE FAST WEEK
. FROW NGTEHOLDERS WHO WERE BEGUJILED BY THE CUNNING OFFER SET UP BY Fewrx
RoMATYN AND MAC FOR INDUCING NOTEMOLDERS 1O CONVERT THEIR NOTES WHICH ARE
NOW AS GoCD AS GoLD tNTo MAC papEr. OF couRSE, GIVE Ferix THE FLAMBOYANT
PROPCR CREDIT FOR THE REAL FIXER DEAL WHIGH HE OPENED TGO THE PUBLIC,

APPARENTLY, THE NEWSPAPER REPORTS OF TODAY, MarcH 26TH,
WHICH APPEAR ON E)THER SIDE OF THIS LETTER FROM ThE NEw York POST AND
THE NEW Yorw TIMES INDICATE THAT FELIX THE FIXER'S QUICK FiX FOOLED THE

CITY INTO THE BELICF THAT HI3 MAGIGC CURED THE CITY'S FINANCIAL ILLS.

IT HAPRENS THAT THE LETTER | WAOTE TO THE ASSISTANT
CORPORATION COUNSEL, WHO MUST ANSWER QUR INTERVENTION MOTiON 8EFORE
JUSTICE GIBSON, REVEALS THAY THE 9.3/4% 'NTEREST SET uP &y MR, Rauatyn
'S UNCONSCIONABLE AND WAS DESIGNED, AS HWE PUBLICLY STATED, To INDUGE
NOTEHOLDERS TO TAKE THE SPECULATIVE MAC 8ONOS IN RETURN EXCHANGE FOR THEIR
NOW ABSOLUTELY 3ECURE NOTES.

To MAKE SURE THAT EVERYONE UNDERSTANDS AMONG OUR WMEMBERSHIP
WHAT WE MEAN, PLEASE REFER TO OUR LAST REWSLETTER WHICH GRAPHICALLY
SHOWED YOU OUR INTERVENTION MOTION AND OUR HEADIHG"TO THE NOTEHOLDERS
IMPORTANT," REPRODUCTION OF BOTH INCLUDED HEREUNDER, PLUS THE
ARTICLE OF Mapes 3, 1977, rrom THE Datiy Bowo BuvER, wHiCH 1% THE
BIBLE OF THE FINANCIAL AND BANKING COMMUNITY, INDICATING THAT WE HAD
OFFERED THE CITY A MUCH BETTER RATE THAN THE MAC 9.3/4%, THE LasT
PARAGRAPH OF THE Bowp BUYER ARTICLE STATES! "CiTY COMPTROLLER HarRr150M
J. GOLDIN HAD NO COMMENT ON MH. AARON'S SUGGESTION AND Crry CoRPORATION
CounsEL BERNARD RICHLAND SAID HE CONSIDERED THE PLAN 'PREMATURE! "
OF COURSE, HIS OPINION THMAT IT WAS PREMATURE WAS OBVIOUSLY MADL AT 4 TIME
WHEN HE KNEW THAT THE MAC SCHEME WAS BEING EVOLVED,

y

IT IS A SHAME AND A SCANDAL THAT W& NGTEHOLDERS 1N THE MAIN
" ARE ALSO TAXPATERS N THE CI7Y of NEW YORK, A#D WE SHOULD ALL RECOGNIZE
THAT THiS MAC 9-3/4% SCHEME SADDLES THE CITY WITH MiLLIONS OF DOLLARS OF
EXCESS DEBT SERVIGE, ALL OF WHICH HUST CCME FROM CUR TANES, AS WELL A3
THE UNCONSC|ONABLE LEGAL FEES AND PRINTING OF PROSPLLTUS COST3 NECESSARY
UNDER THE MACTSCHEMES,

WATCH THE NERXT 138U of THE ViLwacE Volce, which, | BELIEVE,
WilL CORRELATE THE STATEMENTS | MADE ABOUT THE UNCONSCIOMABLE MAC sCHEME
LOMING AT THIS TIME AND DESIGNED ONLY TO AVOID WHAT MayoRr BeaME AND

THAT I$ GOING ON AND SEEMS To BL PART OF THE :MAYOR'S RECLECTION DESIGN.

WE NOW SUGGEST THAT THE LEGISLATION WE FORWARDED IN DRAFT
70 SPEAKER STEINGUT, WHICH INDICATES THAT AN 8-1/2% (NTLREST RATE
WOULD BE FAR MORE DESIRABLE AND FAR LEZS ONEAOUS ON THE CITY THAN THE
9.3 /4% MAC DEAL COULD BE PUT INTO PLACE AND RESULT IN Tnis 200 or 250
MILLION DOLLAR CASH OFFSET BECAUSE OF NOTE EXTENSION, CAN ACTUALLY
STILL BE MADE TO US NOTEHOLDERS,
LODGE JUDGMENTS AGAINST THE CITY

KEEP N MIND, AS OUR LAST NEWSLETTER STRESSED, THAT WE W
THE MOVEING FORCE WHI FORCED THE CITY TA COME UP WiTHOUT FURTHER DELAY
WITH THE CLAIM FORMS WHICH WE FORWARDED TO -YOU A4S FILLED OUT, QR WILL
CFiLL QUT IMMEDIATELY, TO MAKE SURE YOUR JUOGMENTS ARC IN EFFECT BY

ApritL 15, 1977,
FOR REPAYMENT OF SUCH JUDGMENTS IN THE ENSUING FISCAL YEAR. AT THE
SAME TIME, WE CONTEMPLATE WiTHIN THE YERY NEAR FUYURE, PURSUING LEGAL
DEMAND FOR FULL FACE INTEREST UNDER THE CONTRACT EMBODIED ON THE
FACE OF OUR NOTES.

OF course, JuoGe Gibson's 6% INTEREST DECISION MEANS
THAT THOSE OF YOU WHO ACCEPTED THE MAC CONVERS1ON WILL RECEIVE ONLY '
THAT 6% RATE. )

. bl

MOREGVER, THOSE OF YOU WHO ACCEPTED THAT MAC CONVERSION
LOST ANY RIGHT YOU MAY HAVE TQO DAMAGES AGAINST THE BANKS, £TC. WHO S0LD
YOU THE NGTES, AND YOU 3SHOULD BE AWARE THAT THE LAW FIRM OF ABRAHW )
POMERANTI, ET AL, 13 FAR ALONG IN I TS APPRAVED CLASS ACTICN IN THE
FEDERAL COURTS CLAIMING DAMAGES. :

THOSE OF YOU WHO ELECTED SUCH CONVERSION SHOULD BE AWARE
AND WE QUOTE THE ACTUAL /EXCEJPTS fROM THE MAC PROSPECTUS JUST |SSUED
INDICATING THAT MAC 1S CONSTITUTIONALLY VULNERABLE AND MIGHT BE UPSET,
JUST A3 THE MORATORIUM THAT THE LEGISLATURE WAS GONNED INTO PASSING. WAS
DECLARED UNCONSTITIOMAL IN THE FLusHInG NaTionaL Bank case. For This,
OF COURSE, ONE MUST HAVE IN MIND THAT THE STATE CoURT OF ARPEALY AND
Chier Jubee BREITEL COULD MOF BE CONNED LIKE THE LEGISLATURE WAS avY
CAREY, RiIvKIND AND ROHATWN, ’

. .
: INCIDENTALLY, WE ARE INFORMED THAT THE STATE ASSEMBLY
BANrING COMMITTED WILL HOLD A PUBLIC HEARING ON APRIL 5TH, ON THE
AOLE OF THE BANKS IN THE SCHEME OR CONSPERACY TC 5TICK US NOTEHOLDERS
WITH THE NOYES WE HAVE NOW LUCKLLY FOUND TO BE FULL FAETH AND CREOIT
INSTRUMENTS, THE SAME AS BONDSqp 4pa informed that hearing will be
be held in Room 4420, World Trade Tower 2.

L]
AS WE ADVISED You, THE MAYOR THEN MUST INCLUDE paowsmh

THE CITY KNOWS FULLY WELL MUST INEVITABLY G FACEP, DESPITE THE
APPARENT INSTANT SUCCESS FOR THE LATEST MAC MANEUVER.
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} Wwith BE IN WASHINGTON WITHIN THE NEXT FEW DAYS REVIEWING
WITH THE SENATE AND THE Houst BaNking COMMITTEE; AND WITH THE DEPUTY TO
SEeRETARY OF TREASURY DLUMENTHAL THAT THIS MAC SCHEME 3 BUT A PART OF A
BROADER FICTION 1IN WHICH Mavor BEawe 13 INYOLYED IN AN EFFORT TO FLIM FLAM
THE FEDERAL GOVERNMENT INTQ BACKING HIM ON HIS EMPTY PROMISE THAT FEDERAL
GUARANTY OF MITCHELL LAMA MORTGAGES WILL AT ONE AND THE SAME TIME ASSURE
THE FEDEAAL GOVERNMENT THAT THE CITY HAS ENOUGH MONEY TG REPAY THE LAST
255 MILLION DOLLAR LOAN RELUCTANTLY GRANTLD 8Y SECRETARY BLUMENTHAL, AND
DUE FOR REPAYMENT BY THE CITY oN JuwE 30, 1977, AS WELL AS RROVIDING
LATITUDE TO THE €ITY TO MEET THE OBYIQUS DEFIGIT IN THE BUDGET YEAR
STARTING JuLy 1, 1977, wHich cITY BUDGET DEFICIT 1S ESTIMATED AT 750
MILLION DOLLARS, €VEN THOUGH MAYOR BEAME CONTINUES TO FUDGE THE F1GURES
IN HIS NOW CLASS|C METHODS QF OBFUSCATION ON THE REAL STATE OF THE CITY
FINANCES. : '

IT HAPPENS THAT THE NEw YORK NEWSPARERS, ESPECIALLY THE NeEw
York ‘TIMES, LENDBS iTSELF TO PROMOTING 20TH THE MavorR AND ROHATYN,
BoTH OF THEM ARE SUPERS POLITICIANS, EVEN THOUGH ONE LEARNED HIS CHICANERY
IN THE CITY SERVICE, AND THE OTHER IN THE SERVICE OF INVESTMENT BANKING.
| SUGGEST YOU GO BACK To CuR CHRISTMAS-CHANUKAH NEWSLITTER FROM WHICH WE
REPRINT THE ROBERT METZ ARTICLE on A PAST MAC goNo  success? AND AN
ARTICLE FROM THE SAME NEWSPAPER IN WHICH ROHATYN WAS REPORTED TO SEEX
A CANDIOATE TO RUN AGAINST BEAME NEXT YEAR, THE EARUIER NEWSLETTERS
OF QURS INDICATE THAT ROMATYN HIMSELF HOPED TO TAKE OVER THE MAYORALITY,
AND iN OUR NEWSLETTER HEREWITH WE QUOTE OUR FULL ARTICLE OM THAT MANEUVER,

IN OUR LETTER OF Mapcn 24TH, REPRODUCED HERE IN )78 ENTIRETY,
WE OFFERED TO £XTEND NDTES FOR THMOSE. OF US, LIKE MYSELF, WHO ARE WiLLING
To £XTEND OUR NOTES AT FULL FACE INTEREST, OR A FIGURE BELOW THAT OF THE
9.3/4% MAC OFFERING, IF WE OBTAINED PROPER SAFEGUARDS TO PROTECT US
AGAINST THE OLD FLIM FLAMMERY THAT BeaME AND ROHATYN HAVE ENOGAGED N FOR
THE LAST TWO YEARS, THE FORMER HAS NCW ENGAGED VN THIS FLiM FLAMMERY FOR
THE THIRTY YEARS THAT HE WAS (N CiTY SERVICE, ESPECIALLY THE TWENTY PAST.
WHEN HE WAS BUDGET MANIPULATOR. FOR THE UNWARY WHO THOUGHT THAT Jim
CAVANAUGH WAS THE GENIUS WHO SCHEMED UR THE DEALS, REMEMBER THAT Ase Beame’
WAS THERE EVERY MINUTE OF THE TIME, AND EVEN HI3 THROWEING CAVANAUGH OUT
DI0 NGT CHANGE HiS STUBBORN ADHERENCE TO UNCONSCIONABLE MANIPULATIONS.
JUST RECALL THE'CHARADE THAT WENT ON FOR MQNTHSJ AND THE THREATS OF
CITY BANKRUPTCY ONLY TO BE COMFOUNDE® BY THE MAYOR SUDCENLY DBISCOVERING
THAT HE COULD MEET THE NOTE REPAYMENY REBUIRCHMENT BY SUDGENLY DISCOVERING
RESOURCES, :

OF COURSE, NOW KEEP IN MIND THAT THE SUDDENLY DISLOVERED
RESOURCES INCLUDED NOT ONLY 173 UNCONSCIONABLE WIGH 9.3/4% MAC convERSION™
DEAL, BUT ALSO DEPENDS UPON THE FEDCRAL TREASURY AND SECRETARY ofF H,U.D, ~
PaTRICIA HARRIS, AND THE PRESIDENT GOING ALONG WITH AN IRRESPONSIBLE
SCHEME TO SELL MITCHELL LAMA MORTGAGES WHILE GLOAKING THE REAL EFFECT
ON THE TENAMTS AND THE COOPERATIVE OWNERS OF MiTCHELL LAMA APARTMENTS
OF THE END RESULTS. UNDER THESE, THE CITY SELLS THE MORTGAGES To
PRIVATE INYESTORS WITH GUARAMTEES UNDER H.U.D., F.H.A, or G.M.A,
ARRANGEMENTS . .

PRESS RELEASE-IMMEDIATE-
MARCH 3, 1977
Martin Aaron

The chairman of the NON_INSTITUTIONAL COMMITTEE FOR NYC NOTE AND

BOND HOLDERS, which is the original and largest aggregation of
individual note holders still
notes under the recent Court

moratorium

has submitted a plan R e T e Justice James
Gibson in NY County Supreme Courtowhexreby tl:hose noteholders, in
need. of their funds will be paid within thirty

paid

may 4o So.

demanding payment of their defaulted
of Appeals decision invalidating the

days and those w@o
elect to stretch out theirtholdings with full face interest until

* OF COURSE, WE EATENDG THIS SERVICE ONLY TO FULLY CURRENT PAID UR

MEMBERS OF OURA COMMI TTEE,

Neo
EVEN THOUGH WE ARE paocmafs 10 /,4 e M.Ca_;

G fb.

To the Note Holders: IMPORTANT!
We are now convinced thst NYC
through its Corporation Counsel is’
following a calculatéd course of
“'stonewslling” to delay execution of
the Court of Appeals ordet to repay
notes of individual holders within 30
days after judgment.

The proposal made by Mr. Aaronon
his mation to intervene referred to in
The Bord Buyer staty shown herein is
predicated upon immediate repay-
ment to all noteholders who 'wish to
have this done while deferring date of.
payment at higher than 6% interest,
preferably full face rate, if ok’d by
those who wish to elect that course.

However, please note that we will
not be bound by the 6% interest

" decided on by Judge Gibson. We can

appeal that rate within 30 days but all
must realize that such appeal may
take a yesar or more to go theu
courts,[1 The reason why today,
March 14, 1977 s critlcal Is that the
NYCbudget is being prepared now by
Mayor Beame who must reveal it by
April 15, (1977, Al defaulted
judgments must be included in his
budget to start July 1 1977,
Therefore, we must insufe judgments
are entered in court in time to be
included. '

In any evenkt all noteho'lders should not rest at this point. Be

sure to fill out and deliver or mail your claim forma comple

te now.

Any-opinions expressed in HA C prospectus are not necessarily those

of "our counsal or myself.
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ALgo HEREWITH 15 MY MARCH BTH COMMUNICATION To SENATOR
PROXMIRE, INDICATING THAT MavoR BEAME WAS STILL STONEWALLING IN HiS
PUBLIC STATEMENTS THAT GENERAL OBLIGATION- BONDS WERE SUPERIOR TO OQUR
NOTES .,

ACTUALLY, THE MARKET, AS REVEALED IN THE AD REPRODUCED
IN qUR CHRISTMAS=CHANUKAH LETTERS, SHOWS THAT THE MARKET KNOWS BETTER
THAN TO TAKE pEAME'S STATEMENTS AT FACE VALUE, ACTUALLY, YoU CAN BUY
MEW YORK CITY GENERAL OBLIGATION BONDS AT INTEREST RETUANS oOF 11 TO
13% FoR LATE 1977 MATURITIES, YOU HAD BETTER BELIEVE THAT FELIX RonaTya
HAD THIS IN MIND WHEN WE SET THE 9-3/4% RATE ON THE RECENT CONVERSIGN
OFFER, : :
PERNAPS YOU WOULD 8E BETTER ADVISED TO LQOK AT THE MARKET
QUOTATICNS ON THE MAC 8% 80NOS INYO WHICH MANY NOTEHOLDERS WERE CONNED
AN DECEMBER 1975 AND JUNE AND JuLY 1976, OF COURSE, WE GLORY IN THE
FACT THAT QUR MEMBEAS DID NOT FALL FOR THE $CHEMES WHICH, IN THE WORDS
| ADDREZSED To SENATOR PROXMIRE, WERE, OF COURSE, CALCULATED WITH
CUNNING CONTRIVANGE TO COERCE INDIVIODUAL NOTEHOLDERS INTO ACCEPTING
POLITICALLY BACHED PAPER #OR THEIR FULL FAITH AND CREDIT NOTES, AMD
CUR STATEMENTS .oF 1975 AND EARLY 1976 WERE JUSTIFIED BY THE NOVEMBER
1976 oeEcisioN oF THAE State Court oF AppEaLs,
. FINALLY, MANY OF ‘THE NOTEHOLDERS WHO WERE CONNED INTO THE
EARLIER B% - EXCHANGE NOW BEING qUOTED AT 15% DISCOUNT, IF YOU HAD TO SELL
THESE MAC B% BONDS, MAVE APPEALED TO US TO UPSEY TWE OFFER,
THIS 1S ANGTHER LAW 5UIY WHICH WE CONTEMPLATE, OF COURSE, A3 | ADVISEDR
THOSE MEMBERS WHO WAD CONVERTED IN WHOLE OR IN PART THEIR NOTEHOLDINGS,
THEY WiLL HAVE TO BEAR ANY CO3TS IN PROPCRTION TO YHEIR HOLBENGS,

WE WILL IN OUR THRAUST oON THESE MAC UNCONSCIONABLY ARRIYED
AT B% DEALS ACCUSE RQMATYN AND RIFKIND BY THEIR PUBLIC STATEMENTS oF
coERCION, REMEMBER TYHEIR WORDS (N PARAPHRASE! "You WiLL NOT LIVE 50
LONG TO COLLECT ON YOUR NOTE3Z, S0 swivtcH to MAC Bowps."

© luter thix week.

YOou MAY WISH TO CORRELATE FROM QUR CHRISTMAS~CHANUKAH
NEWSLETTER THE FACT THAT YOUR CHAIRMAN, IN A COUNTER=MOVE TO THE
ROHATYR-RIFKIND SCHEMERY, MURSED AMENDMENTS TO THE FEDERAL REVENUE
SHARING ACT UNDER WHICH WE SENIOR CITIZENG, a3 THE CiviL RiGHTS AMENDMENT
PASSED THEM MADE POSSIBLE, WOULD HAVE INSTITUTED suIT N FEDERAL CourT
TO ENJGIN YHE SECRETARY of THE TREASURY FROM GIVING FEDERAL REVENUES
o NEW YOoRK CITY AND STATE, ON THE GROUNDS THAT WE SENIOR CITIZENS, WHO
COMPRISE "PERHAPS B0% OF NOTEHOLOERS, ARE PARTICULARLY D1SADVANTAGED AND
DISCRIMINATED AGAINST UNDER THE MORATORIUM AND THE ROHATYN-RIFKIND
INTERPRETATION THEREOF .

AS WE CLEARLY INDICATED IN OUR NEWSLETTER, SENIOR CITIZEN
LAW CENTERS THROUGH THE COUNTRY OFFERED TO SUBMIT AMICUS CURIAE BRIEFS
tn thE FEoERaL COURY SUPPORTING OUR CLAIM OF DISCRIMINATION, AND WE WERE'
WELL ADVISED THAT WE WOULD MEET WITH Success IN THE FEDERAL CouRTs oN '
THIS 133UE. HOWEVER, THE MORATORIUM OVERTURN MADE THIS MATVER MOOT.

‘:“’ ‘\"F l;;li"=;|il oL

2 overside.
all &

e

|
|

If in doubt call us or your own attorney.

Wednesday, March _9. 1977
DAILY BOND BUYER

Individual Holders

Of N.Y.C. Notes Progose
1-Year Payment Deferral

‘The Non-Inatitutional Covurittee
for Wew York City Note and Bonds
holdlers has proposed that *ndividual
holders af City notes former]y under
wroratorium should be given the op-
tion of deferving payment of pri
amd intevest until July, 1078, pr
that at that time they veccive a
interest ab the face value rate

The State Court af Appeals.
invalidated the three-venr mornznvivm,
appointed retived  State  Supreme
Court Justime James Gibson to nvers
sec repayment anil determine witat in=-
toredy notebolderg should be pai . —0%
ws gtaled i the moratorivm 1 cislae
tion or Coce value rate.: Recently. he
yuled that G- intevest should he paid
from the date of mnurity 1o date of
pavment.,

My, Gibson's office yealerdar té-
parted that applieation fvvms for pay= |
meat will be available to notennldern
Payment is to ha
made 10 days aftor the court approvés
the npplication.

According to Martin Aavon, chair
nan of the noteholder committee, he
has prasvnted to Juatice Gibson 2 mo-
tioii 16 allow individuala the option of
waitine one yenr to recvive principsl
anl’ tuli interest on their notes

Under Tis proposnl, n speeial escrow
acerunt would be eatablished this July
t aml the Cily would contribate n cers
tain awmount cach manth in orfer to
nay thoss potehollers in Juiy, 1079,

M. Aaron speenlated that paywment
of 5200 millien pessibly could be de-
gagrert Cov one yoar in Lhis manaer. °

Uity Campiraller Haprizon I
Gollin's office hid not comment on Mr,
Aaron's suggesdon wnlh City Cornoya-
iest Counsel Oevnard Richland sajd
he eousidered the plan “premature.”

L

Be fore 7o nead
Paqes careLoll > 2



LoRE

PaGE 6 - - -

Sy AN JUETIEE T WOR BN NOTEHGEDER TARPAYERS b
CALL THE Taxsavres iw Npw ‘!'eﬁn': €1v, Wi TAUST THAT Mayor Beawd anp -
1 CometROLLER BGLBIN ‘Wi LY “ACCEPY THE OFFER WE MADE N GDBO FalTw
. BEFORE THIS MAC ARRANGEMENT ‘WAS NELEASLD. MUBLICLY, AND WE STILL
TBUGGEST THAT 250 WELLION DOLLARS ADDIVIONAL, AVALLABLE 87 NOTE LXYCNSIONS,
WEAL EMABLE THE CITY .16 MECT 13 SERVICT WCEDS .WITHOUT THE DANGER oF .
CRAYOFFS OF POLICEMEM, FIREMEN ANE SANITATION WORKENS, THE CSSERTIAL -
L BCAVICEE NEEOLD -TO MAKL TWIS CITY WABITABLE, : A

T

i

oo © U am o sUmE Tt et Feocmal AIHORETEES WILL B IN ACCORD
Wi Th ouR BUGECSTIONS , AND WE LAY DOWN THE GAUNTLET IM THIS LETTER
Yo Mavon Brasc ANp. Yo HiS COMORTS To AMPEAL To TWE GovrRwoR FOR -
EMERGENCY LEGIBLATION .TO SEY UP THE Bal/25 SCEURCO INTEREST. ARRANGEWENT
WL SUABEST, T
T T L Mo WE ARRIVE. 4T THE B-1/2% 18 siweic (wocco.  Your CHALAmMAN
- HOLDS 9-1/2% WOTES, AND MIGHT WIN THE FULL FACK UINTEREST EvEWTUALLY, '
HOWEVER, -THE OTHER THREE SERILTE BEAR FACE INTEREST oF 9.4, susﬁ'un
" 7.558 acieteivery, So THE Ba1/2F 13 A mouGH AVEMAGE oF THE FACC .
INTEREST CONTRACTED FOR-ON THE FACE of OUR norl:s,conﬂntnto‘cel.l.ccfilv'n._\'?.

g + . OUR’ LETTER To THE CORPORATION Couwscy CLEARLY FNDICATES. .
THE SIMPLE ESCROW ARRANGEMENT NEEBED To SAFCQUARD ANY ERTENSION OF .CUR
HOTES, THE BAME CSCROW ARRANGEWENTS &S Tue FEDERAL GOVERWMENT INSISTED -
UPON, AND THIS 4% THE MININUK WE COULD ACCERT TO SAFLOUARD THE INTERESTS
" BF OUR MEWBERS AND OTHER NOTEWGLOERS, T

. . PR ir i
© 0 T NoW IS THE TIME FOR THME CITY AND THE MAC wouDCRW T8 STee ot L o
WANIPULAYIONS AND MANLUYERS AND TO COME FORWARD (TN &7 MKNMER “THATE THE - v wo- - fo .
GEWERAL.PUBLIC GAN ACCEPT AS CREDIBLE, AND THE CLIY.AND THE MAYOR: .. R
LALK CREDSFBILEYY COMPLETELY. - WE ARE.NOT INTEREITED (#N POLITICS, OB WHO. R
JGETS ELECTED ‘MAYOR, - WE ARL INTERESTEO THAT AS TAXPAYLRS AND AB. LOMG YTIME
RESIDENTS OF THIS SEAUTIFUL CITY THAT WE STOP THE SuBLIE RELATIONS MANBUVERS
OF CLANMING THaT THE Big AspLE 185 saLaTABLE, 17T wiLlL NoT ac so Yo THE
[NVESTMENT COMMUNETY -AMD TO THE GENERAL PUBLIC UNTIL THE ct'rv. WiLt '_lo‘l“

AGAIN REPEAT THE THREAT OF DEFAULT. OUR MORATORIUM WAS A CHEA® DEVICE -
TO AVOID THE ‘REALITY OF YHAT TEAW, THE SCHEME FAILED BECAUSBE iT WAS
WANIFESTLY UNCONSTITIONAL, THE SCHEMES ‘OF THE CITY WILL FALL INEVI TABLY .
BECAUSE THE INVESTMENT COMMUNITY (N OUR CITY AMD THROUGHOUT THE COUNTRY

D& NOT BUY THE: CRAP CISHED ouT . BY Mavor Heame in LIEL OF AN HQOI;ST
- APPRAOACH TO THE eROBLEM. AS OUR LETTER TO TeE ConPoRaTion CouNsci
INDICATES, WE ARC NOT INTERESTED LIKE THE BANKE IN STRAIGHT<JACKETING

THE COTY FOR 20 YEARS,  WE ARC CERTAINLY NOT AGAIN GOING TO BE SUCKERS

FOR TITY NOTES UNLESS WE WAYE A FIRM CSCROW OR TRUST ARRANGEMENT WHERCBY

GUR INVESTMENT 1S MADE SECUREC FOR THE PERIOD WE OFFER TO INVEST IN OUR

ciTY, S

. ‘NCWEPAPER ‘REPORTS [NDICATE THAT ROHATYN nncs_ud'r oWN A
3INGLE €1 TY KOTC Of MAC BoWD, WE PAY TRIBUTE TO KIS INVESTMENT BANKER .
TRAIMING IN NEVER FALLING FOR HIS OWN SCHEMES, A

‘ - Page 6

APPARENTLY, HE $STiLL BELIEVES THAT ONCE A SuCKER ALVAYY .
A BUCKER, 30 LET US MAKE SURE THAT HE LEARNS ONCE AND FOR ALL THAT E£VEN
THOUGH HE SETS ur SCHEMES LIKE THE 9.3/4%, to REWARD INVESTMENT Fipms .-
WITH ARBTTRAGE, THE BUROEN FALLY ON US TAXPAYERS. ‘ :
. tw ract, wve cosrs oF MAC awo Simon RiFninp ‘s EXTORT | ONATE
FEES AND THE UNCONTROLLED COSTS OF SRINTING DONE. Wi THOUT PUBLIC BID FoR
MAC mrossecTuses 18 kg 4 Los VEGAS 3CHEME FOR SKIMMING OFF THE ToR, .
: s e g Tl CoE
i ol e L BE AWARE THAT N A001TioN To THE 9-3/4% Rates N
ALIQPUT (I NxA 1320 MER THOUSAND REWARD FOR BRONERS {oi‘m:z::;ng?::::‘."""
SUCH: BUOKERY WwoUT0 "NAYiFY JOME NOTEWOLOERS To CASH IN OB cONVERT . s
THESR NOTES 14 T PAR AH0 BF - Your Craimstan W66 :
WHO-CALLED ‘THAT THEY Naf oMLY DEMAND PAR AND INTEREST RIGHT up
THEY SOLD, BUT ALSG INSIST UPON A PREMIUM WHICH FHE BROKER ¢
"THAT 18, ONE-WALF of THE $20 PER THOUSAND. lu uy own case,
VA3 NOT GOING To GIVE ANY BROKER AN GVERNIGHT sRorTT of §

LECETEN

To YHE OAY
ouLD WELL may,
! cerRTAINLY
1,000,

Ler us act woox Fomwanrp TG THE BAY WHEN Wi '
FLAY THE QAME OF TRYING To ouTwit THE FeLix tHE Frxeas ‘A:?rltngr:o::
THE LAMYER MANISULATORS, AMD TRY To ENJoY LIFE 1IN rms’clrv WHICH HAS c’vtnv-
REASON TO COME FORWARD MAPPILY OMCE W GET WiD oF Such SeHEMERS, Tuey
AURGEN THE €1TY WiTH EXTORTIONATE WigH DEBT SERVICE SCHEMES WWICH BENEF!IT
ONLY THE INVESTMENT BANKEAS, WHO NoW ANE BATTLING TO TAKE OVER THE
ROLE OF THE cLEARING HOUSE BANKS. Rememaen, FELix RowaTyn 13 AN IHYESTMINT
BANKER WHO THIES TO BORTRAY WIMSELF as A DISINTERESTID BENEFACTOR OF THE
€ITY. WiTH SucH BENEFACTORS we NEED NO OTHER ENEMIES, :

SINCERELY YouRs, :

- MARTIN AARON ™~

$%g% 1977 SERIES 7 BONDS DUE JULY 1, 1992

5

OFFICIAL STATEMENT
of

MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

mlm&ﬁ“TMwﬂ]hhmdwﬂﬂmquwmm‘sSmndGmMBelduiinn and arg paysbie from certain
Por capita State eid and, to the extont not required for payment of certain other ohli of the Corporation, dexh
from certain sales and compensating use taxes imposed by the. State of New York within The City of New York and, under oertain
conditions, the State stock transfer taz, The State is not bound or sbligated to to 7 or apportion from
Fund or otherwise such per capita State aid or o impose such taxes or to make the necesiary payments of such per capita”
ald or io appropriate revenues recived from such taxes. The Corporation has no taxing power, The 1977 Series-7 Bonds
an eaf ble obligation, or a debt, of either the Stale or the City, and neither the State nor the City shali bo
theveon, Nelther the Faith and credit nor ! of

interest om the 1577 Series 7 Bonds,

" There can be no assurance that there will exist any substantinl market for the 1077 Series 7
Bonds at or near the par value of the City Notes accepted in_exchange for such 1977 Series 7 Bonds.
For a description of the 1977 Series 7 Bonds, see “Bonds Being Offered.”

-

}

/ill Accept

2
Esf

of princi

H

the. tasing power of the State or the City & pladged to the

ty Notes

)

3

On March 8, 1077, Judge Gibson entered an order that interest on the City Notes will accrue at .
the rate of 8% a year from the stated maturity date to the date of payment. The holders of certain
City Notes have sought judgments requiring the City to pay holders of City Notes after their stated
maturity Interest in excess of the 6% annual rate of Interest ordered by Judge Gibson, ¥ the plaintifis
in such actions are successful, the Clty would be required to pay persons holding City Notes, efter °
their stated maturtiy, interest at such rate in excess of 6% a year. Howevér, if the holder exchanges
his City Notes he would probably be deemed to have relinquished his right to seek such higher rate of
interest, at Jeast from and after the exchange. ) .

Holders of City Notes may either follaw the procedures required by the Courts in order to seck
Judgments requiring cash payments with respect to their Clty Notes or acocept the Exchange Offer and
recelve 1977 Series 7 Bonds in exchange for thelr City Notes. In addition, although the Corporation
has no assurance that @ market for City Notes will exist, or if it does exist, that it will be et a leve

. fcceptable to holders of City Notes, holders of City Notes may alse have an opportunity to sell their

i
A holder who exchanges his City Notes pursuant to the Exchange Offer would probably be
deerned to have relinquished any rights to judgment on or enforcement of the City Notes exchanged.
For a description of the Federal bankruptey legislation and State stay legisiation that may be applicable
under which the City may seek protection in certain circumstances, see “Certain Developments Affect- *
ing the City — Federal Bankruptcy and State Stay ‘Legislation.”

The Corporation cannot predict with acouracy when payments pursuant to the Court orders may
be expected, but estimates that the Court will order such payments to commence with respect to City
Notes held by individual holders in category No. 2 eatly in May 1877, The Corporation cannat now
estimate when the Court will order such payments to commence with respect-to City Notes held by
helders in category No. 3, The City has developad a plan to provide, over a period of tme . for the |
payment of the City. Netés ini i rdaiice th"’tﬁa' Courts' geewom mﬁ%’np P&ﬁde%%}
ment.” L N LI R TR SRy : " i
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- proposais, I am not In favor of 20 year strait-jackets
CAdidnistyation,
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"Moticn to Intexvene k Propesed Offar of

o Oreflsheimers’ ) L

" his Iatter i written pursmt to our discussions at your
on’ Wednesday, March 23, 1977 in the presences of ny attorney,
snce Washburn, - gfr_._ and, Aa'qi._-tqt Corporiiticn Counsel ‘Allen T,

-l
P
Lol

" The purpose of my meeting with you is to séek the conasnt of
the City te proposed intervention by a class of individusl noteholders’
‘and ta agree on the terns of the offer of settlement go that the notion
to intervens may be modified in such manner. as will be ‘acceptable to -
the City and to other parties to the litigation s their interests zay
appear,’ PR . S B

It {x contesplated that upen srccesaful agreement on the L

.of & propoged offer of” sattlement, the intervenors will move with . -
1t of the City for sn order raquiring the GCity to notify the

‘of the clasa by the publication and. distribution of a.Court

Approved notice purauant to Article 9 of the CPFIR. Such notice would

. 'be sent by mail to menbers of:the class Whois. naztes ‘and addresses vere:

then in the powsession of Judgd Glbmon.’ ~ = . & =~ ‘

"

The basic structure of the class az expressed in the aoving

papers) of the intervenors appesrs to be agreeable to all parties, Each
menbar of the class will, upon receipt of the notice, be in a position
ta opk to be included in one of tvd sub-classes. Loy e ‘

(It i umod that each member of the class has alrwidy o _
11 complete; the: nepensary papera.for entry of -judgment.and that -
g W épt for deforred payhent of sicK judgment in ofder to

ekt _ td.the, esond ni_):'—clq):- wiihin .days of t!;g&entr: 3
T oo b, B At 2 5 -
3 & 4 H S % o
. i 3 : *.
. = e HERE A R B - A e : i
v —"!hagn_._a‘:‘c-'twﬁjyﬂﬂc r.o!.nt‘f reraining ke f’;ﬁ"g@tﬁ dd. y
. Brivartly due,t0 the intarsst rate govertisod iK the MAG Zxchange
“Offer; '¢he’ {nfarest rats offercd to the sub-claga-opting for

deforred payment of thelr Judzmants
6% in opder to be marketable, Interrsanors would suggest a rate )
of 8.50%, with adjustuent upward or downvard in accordance il |
the typd of additional security, if any, offersd to poteholders .
opting for du!e:;rud payzent of their judgments. : :

will probably have: to excesd

The second point to be negotisted deals, of conrae, with
the issue of additionsl security. This pofat may involve an extended
legal =iz nat appropriate to this letter. Howaver, I have been
advised by my attorney, Mr. Washburn, that the present statutes
applicable-ta shiortterm notes slready provide for 'a igethod of sig-

" .regatiag funds inia apecial bank account: for paymsat of ohligations -

when due, Thus, one slternative ‘available to the City might b the
‘segregation of sufficient funds in much the same manner as ia currently
being done with respect to obligations of the City to the federal -
govermment, . - e T '

: .| At oup weeting it vas apparent that the City would ohject to
the use of an independent fiscal agent &4 provided in the City of
‘Torkeras legislation refarved to ih the intervenaora' moving papers, I
long ago| Accepted the fact ‘that this arrangement is. cbjectionable to
New York City and I do not insist upod it, Unliks the banks racent

on our City
With the cooperation of oy attoraey, L am now study
ing Chapher-1l of the Laws of 1977, 'an Act in relation to certain
financing of the City of Buffalo", in order to determine whether the
mdre linited powers and procedures thersin pravided would be acceptable ‘
from the| atandpoint of the intervening class of individual notsholders,
and expect that the Corporation Covnsel will examine this and ather
legislation and other alternatives from the standpoint of tha City.

.i.as'ming that the security for payment ia reuo:ixbly 'strong,
I think that the intereat rate acceptable ta the noteholders might be
below 8,50%. : : : i

I vish to take this opportunity to sxpress my gratitude and
appreciation for the opportunity to discuss this matter with you and to
thank yoa for your courteay and attention,

Since I feel strongly that cur setilement is much mera .
favorable to the City than the MAC Exchange Offer, I hope that we can
move expeditiously enough to provids noteholders concurrently with a
bettar altermative.

If-:,‘au have any quesiions or farther suggestions ¢eneerzing
Dsttors, pleass do not Yesitate o ¢all me at 212-GR,3=1891 at
gomable hour, wesk-enda and holidgxys included,

With all best wishas I rezain,

Sincerely yours,

=
Chairman, Non-Institutional Coprdttes A
for New York City Note & Bond Holders
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_ By BYRON KLAPPER
P pu[ﬂtcpirm‘-i'! ﬁ.quf-nin';tqpnﬂn
'NEW YORK—Guldelines to let investors
;. - 4pot:fiscal problema that coulld lead to de-
.. fault by local governménts will be relessed

‘within the next few days by the Municipal

.. Saveral’ bills ‘have' beern introduced In
. ss since’ New York City's 1975 fiscal
;erunch’ froze $1.6 billon of notes. The hold-
ors, muany of them small investirs whose
life savings wers tied up. it ciy securities,

o ,haven’t Been - able o recover thelr money

refiocted 2 g on the part of indi:
vidual investors that Presiient-elect
Jimmy - Carter wouid. cure' New: York
City's tinancial maisdy forthwith, = -

., However, it {5 worth noting that the

. bonds found few ¢ | among institu- -
tions: in. the: post-slection- i t. And ey
their .wax- nothing new. -In &

- selling oﬂm;dim'lngly at instity-

» ﬂml_prgym that continued through - -
Mondey. of last week, the agency. and
its’ :investsment - hankers  made  littls
he?dx;ray.

5 it

possible, then, that the institu- -
dofis know: something ﬁldi%lllll do .
‘not?: The-answer .to that  question . is
sort of." The point.is. that Mr, Cérter
ca-n?ot'golnt a magic. wand at the Big -
Apple and remove the worms, -
While Mr. Cayter will undoubtsdly
trz ‘to- help, he: will face a Congress -
whose members; Hepublican and Denio-
crat, must cater to the intérests. of con-
stituents. Voters it mostlocalities have
shown little sympathy for New York.
15 tle Touaon 10 bellave rels atiiane
Hitle reason to belleve '
has changod. o T e atlitude
i Y L R N S -
Therefore, thers were some: onservérs
who found irony: in' the rush by individ:

- M.AC. Bond Success and Political Hope

Lyt ..
S AL borrewers- will be asked {o show s"-
" balance sheet of asseis and labilities, and’ -

" preséné stalcments of revenue and expend:
. ture, ehanges Jn fund_balasces, Income, re:
1 earnings and changes in finsncial po-

tained.e

- mtion, ‘

s, - iPinancial statements also -must have
" foothotes to explain and clarity ‘the dats, .

* and a format for foatnotes is lneludul.mrl

* White not required to register nge
with the Securities .and Exchange Commis-

57 dral antiiraud statutes. Those laws oould re-
“Ugult In prosecutions for fraud If aa lssuer
misstates or omits material facts, -
Curréntly, the Securities and Hxchange
Commission Is ‘trylng: to find out: m'hether
traud was involved in New York City's debt
ofterings that led to the riote moratorium. A

.declsion is-pending.-

uals to “buy. ; the - honds, . attractive. . T pens
though they were _from ' an' income i 1 CARIOUE oqutio ™y e
e a4 whil 1 ectlOT . yole Tagy he
and Wioary 167 s Taancist oar
. . . o - s . ) s _F‘ oAV in
im-mu-uuu-——- w—— t\\eﬂpa‘%ot_\é‘_:ﬁﬁz ,55, A oﬂ“':ﬁ\m.
' E - 1K e .y A0 Segm® e in ¥ e
1 13% YIELD | - < A
1 NEW YORK CITY " o YeRTS NIl e ey S oL '%ﬁ!éﬁ&mﬁ woeth T e
] GOBONDS. P e s bt onet| 2255 '
Coupon 4% - S | PG tionee: e O pominen }
~ ' Maturity Oct. 18th, 1877 l . ‘:\‘;ﬂ"‘\g wost F ‘ ’
| . Avprox Costper M818.71 e ®
3 “Any dissount subject to cl.pl_m:'ﬂlnq ax, % ‘,
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FELIX ROHATYN USES MAC PARTY ADROITLY TO THROW HIS HAT
IN MAYORALTY RING? -

People in the know now call Felix Rohatyn, Chairman of Munlcipal

Assistance Corporation and recently atevated by

Specvlatton prof its of

Uncens t'-ondvlt_' crh‘ lou.

Governor Carey to also -

swap a hit

O e
- $250M GOAL

‘Hy JABED KOVEL Demplte the-long lines at
_ The erltical part.of the U.S. Truat, most of the swap-
city’s latest financis! rescue pl!lz is '?wmtl not being .
package . — the swap of tonducted divectly between
Municipal Aasistancs Co the noteholders and MAC,
bonds tor city notes -~ I ol Nateholders wanting ocash
to », smashing stazt. instead of a MAC bond were
MAC oftle reported turning In thelr notes to
that yesterday, the first day brokers, who' were paving
of the swap, they obtained face value for them. The
8211 millon of - the $250 brokers will then exchange
mililon in short-térm notées the notes for the bon
¥ hoped w be teaded which they plan to seil at a
in for lang-term MAC bonds. profit investiors
“We did very wall,” said throughout the country,
MAC exccutive director Gene At Lebenthal & Co. a
Keilin, adding that, “It'® mupicipal boad dealer,
poasible we' il get the rest on pariner - James Lebenthal
Honday. re! & “tremetwdous res-

7% slon, local governments sre subject to fed: . ...

WAC, BOND EXCHANGE™

NI

" '§211 Milion n Ciy Notes Traded—

-~ Goal Likely to Be Met Manday -

""mlﬂj.m‘s: B
The feloal Asgistd

Corpoanati o
commencing the “exchange -offer” thas
, forms a key element of New Yok City's
" plan to redeen itd $1 billion moratorium
debt. fousd itself deluged. yastacrday. with
Invastorg willing 10 exchange 3211 mils
tion warth of shori-aerm clty notes for]
MAL bondy. Co
THE surprisingly brisk responie mmeant:
that the city's posl of redeeming at losat:
£230 million woiin of notes with new

"M.AC, bonds would. most likely wef.

achievedwand posdibly evep expetded—-|
on Monday. This, In turd, ealésd the paysi-
“hlllty that the city would not have té
* taly on some of the other cash joutoes
it-camn up with a couple of weeks ago
to redeem_jts moratorium notes, s divf
. 'tmanded by the State Couit nf Appesis
iast November..” : ¥

* Etller Offers Claml g
“Thiseis ‘eniremeély encoursging'™ snid}. -

Eugena Kellin, the exseutive director of |
- the M.A.C., with 2 droad emiie. “This u'.it :

. one whers sveryhody=ihe lawyers,
CUTEE e peaple on Walt Sttedl" (ne clty—moved

just véry nice"

. O 'ali the ploces of‘tae'![ltu'i'rit'ft'_‘ lsom- ' .o

toriim “debt pitkage Dikced toj¥bEe
earlier this month, none had seemed move

© wncertsin then the [dea of enticing the
halders of 3234 million ln- notes 10 ex-
change them for M.A.C. bonds,

Previous exchange offers had met with
tess than full success, This time MAC.
oificials were more optimimtic, bicawse
they were hoping investors would buy

i Contlowed on Page 45, Column §
T Contiasd From Fage |
hu;ma-mm.feeuum the clty

. achleved -4 niw Twasire of sability
in its finknces.

%

Appes]
umoutitutionl[—-hrn creepl
were trading st dlfaciv-ueu.’
. This indicated to some that javesters
bu! | from thote who

eh
y
offered at an unusually sttractive
rute of 9.75 percent 3 '\
quite wure of the volume of the
hawever, g0 M.AC. offl
tlosly oplmisils that the
oifer™ would duccesd In full.
© MAC. ofticials ssid last night that they
were Uncestain whather ta let the amount
of bonds exchanged go above $250 mil-
Hon, W move that would mwan that the
city would fiot have 0 steip ity own re-
sources of cash ko meet the coutt ordet

i €

ihil

to sell bonds #t n'ma less than 9.7 per-]-
cent. The higher the Interest rabm,
more that the city has to pay In deht
" krvlumuuwn&mm acs 19 come,
sother Wund, offidtald i
Larte ay - -

z?%.

agent-in the olfed;
Compn:{y. A additivoal $117.8 :million
_invbived cises in which the

Hot physicaily dalivered to the trustee.

Currént patchwork plans fot
payment should not mislead the
unwaty into- failing to enter their
judgmernts on time.

The legal citations for this budgét
process are: N.Y. State Municipal
Law. Sectionss 82 and 83, N.Y.C.
charter - Sections 115 B and 116 as
amended.

Al current paid up members of

. Non-Inst. Committee will have right

to avail themselves of our counsel and
the custodial trustee arrangements
we have made to safeguard your notes,
To double check your current
membership status  return the
enclosed card. But FIRST and most
urgent all noteholders should proceed
to c¢laim judgments on their notes.

serva on the New York State Emergency Financlal Control Board for New
York City, Fallx the Flamboyant, rather than Falix the Fixer which was tha
appeliation glven when Rohatyn flxed the deal with Nixon lo cover up ITT
antl trust acquisition of Hartford Insurance. '

The new nickname Is appropriate for the publicity given Rohatyn in all
media, usually picturing him with Governor Carey at the 21 Club or-other
night spots where the Governor and Rchatyn relax In the company of
Christina Ford and others of the beautiful people set, Rumor has It that Mr.
Rohatyn is the logical candidate for Mayor to succeed Abe Beamne. Il Is
obvious that in the Intricate minuet between Carey and Beame, the latter has
stolen a march back toward respectability by first latching on to Jimmy
Carter leaving Caroy a distinct second best In the ploy. However Carey still
retaing the upper hand in the day by day financial control of the city's
finances and has the stralegic advantage of arranging with the State
Legislature for the enabling acts to allow the city to function within its

h

constrained budget, S

However, In this political year, Beame and others In the New York political
spactrum, can sometimes outmaneuver the Governor. But Rohatyn Is not
only the Governor's man but a strategically placed fnvestment banker not
averse {0 taking the political spotlight. The Governor must depend upon  the
banking community for his state tinancing and Rohalyn might well turn out
to be more than the *grey eminence’ for Carey. In the dancing and strutting
that goes on for a beguiled public Rohatyn can obscure what Is really happen-
ing in th_e complex NYC flpanclal and budgst picture. Suddenly in the midst

ek 1a
PN WL N

WG cen .il_—:’j‘

| mj ';'ﬁ?’ evire iej;’:f

Long lines of noteholdary;
walting to surrender theit
securifies, formed at the U.S.
Trust Co., 130 John 8t which
13 serving as the exchange
awent for the clty.

HOT ENOUGH CASH

The MAC swap was the
wnost important, and uncer.
tain, part of the clty*s. plan to
pay off $1 billion in notes as
grdered by the state Court of
Appeals.

The city {s counting on the
swap of ab least $250-million
in notes because it hag the
cash to redeem only about
4750 milion from lts own
sources, If the swap were to
fall short, It would leave a
blg gap In the pity's finane-
ing plan.

To entlce the notehaldérs,
ihe tax-exempt 'MAC bonds
carty a very high Interest
rate of 0% per cent. The
bonds have a 15-year
maturity perlod.

The swap wilt contlnue un-
U April 7, or untll $250
mililoh in noteg ls recelyed,
whichever occurs flest,
although MAC has the pption
to gxtend the offer..

¢
-/

!
Couvk .t'&F ﬁ?’ cs

ponse” by neteholders to the
awap offer, Lebenthdl sald

“his office was belng called by
nateholders “at the rate of
one a minute” and that two
perzons even flaw In from
Flaorlda to cash in thelr notes.

One hitch, which MAC s
trying to correct, is that the
brokers are not scheduled to
recelve thelr MAC botuls un-
til April 14. Since the dealers
cannot reseil the bonds untll
they hava ihcm, some may
tun short of cash to contlnue
up city notes,

n  sald that MAC
*would try to afcelerate the
deltvery of bonds" to dealers.

another developinetit,
MAQ chalrman Fellx Roha-
tyr announced the intent to
sell "Mini-Maes®” ~—~ gmall de«
nominatlon MAC bonds.

Rohatyn made his an-
nouncement at yesterday'ﬂ
meeting  of state
Emergency Financiai Control
Roard. He was replylng to a
lelter from Bronx Borough
President Robett Abrams,
who sald that “powerful
banking interests” had kliled

_plang to issue MiniMacy,

Since the court forms referred toin the
Bond Buyer Story have been delayed
still further by the N.Y.C, Corporation
Counsel tactics we, members of the
non-institutional Committee acting
under advice of counsel A. L.
" Washburn Sr, have prepared attached
forms to make claims. Mr. Aaron,
Fanny Beck, Jean Neininger and Rose
“I'rytel -have already forwarded their

claims as a test and newspapers will™

report the next steps in our claims.

NON-INSTITUTIONAL COMMITTEE goR

NYC NOTE & BONDHOLDERS MEMBER CARD

PAID ~--ma1977 e —— 1976————1976————
LEGAL FUND CONTIBUTIONS~——————YR?
YOUR NAME

ADDRESS

MAIL TO COMMITTEE C/O M’ AARON
212 EAST BROADWAY, NY’' N.Y. 10002

request for cfaim form aHidevitt————--
- __date sant_

quickly ind’thére were np: hitelbs, 9]

-

. 3 + = windigage, whpther, you are sending us:-yaur . .- .,

.

£l



| JOHN SPARKMAN, ALA.

Thursday, March 17, 1977

DAILY BOND BUYER

WILLIAM PROXMIRE, WIS,, CHAIRMAN

' EDWARD W. BRODKE, MAGS.
JOHN TOWER, TEX.

JAKE GARN, UTAH

H, JOHN HEINZ 1B, PA,
RICHARD G. LUGAR, IND.
HARRISON SCHMITT, N, MEX.

HARRISDN A. WILLIAMS, JR., N.J.
THOMAS J. MC INTYRE, N.H,
ALAN CRANSTGN, CALIF,

ADLAI E. STEVENEDN, 1LL.
ROBERT MORGAN, N.C.

DONALD W, RIEGLE, JR, MIGH.
PAUL 5, SARBANES, MDY/

| Payment Applications
: Available Today for

0= N.Y. City Noteholders
_ . xe'r' :- t’ incividual and institutionz! holders
March 24, 1977 pe l'c

of New York City notes todavy may
| [ q' It
. | L
l o0 % :

obtain applications for payment of
- o0 &
tie

“Alnited Slates Denale

COMMITTEEON BANKING, HOUSING AND UHBAN AFFAIRS

KENNETH A. MC LEAN, STAFF DIRECTOR . )
JEREMIAH S, BUCKLEY, MINORITY STAFF DIREGTOR *WRSHINGTON, D.G. 20510

MARY FRANCE'S DE LA PAVA, CHIEF CLERK ’
- N

the securities which were under a
three-yean moratovium until Nov. 19,
1976, when the State’s highest court
ruled the action unconstitutional.

Justice James Gibson, retived State
Supreme Court judge who is acting
as. special administrator for the pay-
ment of the $983 million in notes,

Mr. Martin Aaron, Chairman of we,‘&|1 b d 1 . yesterday signed an order designating
Non-Institutional Committeq for : ', ‘ i # Manufacturers Hanover Trust Co. as
o w escrow agent and ordeting the' dis-

~ New York City Note and Bond
212 East Broadway
New York, New York 10002

tribution of applications.

‘ f In its order for repayment issued -
: on Feb. 8, the Court of Appeals said
individual noteholders were entitled to
repayment 30 days after approval of
applications. Institutional Tholders,

« e

: +' ) hd +~other than those who entered into

: . i . ' " agreementy to withhold demand for

Thank you for your recent letter spelling out in some m’ .’ payment, are to be paid within six
Neither Hyman

detail your views of current |developments on the matter of !: months of application approval.
| to Justice Gibson, nor the City Comp-

repayment of the New York City notes which were formérly . S,
under moratorium. : : troller’s office would give an estimate
‘ of when the first noteholders would be

™ paid. ot
: ~ Noteholders may obtain the papers

nt Manufacturers Hanover, 4 New
York Plaza, the City Comptroller’s
office in Room 830 of the Municipal -
Building, or at Room 116 of State
Supreme Court, 60 Centre St.

Holders ‘1 oVP e
[

Dear Mr. Aaron: ' :
amso, chief aide

While I appreciate your keeping me informed, I do hope
you realize that the resolutjon of this ‘problem rests
entirely with the parties inyolved in New York and is not a
matter falling within the jurisdiction of the Federal
government or the United States Congress.

B iy
Beame Focuses .
OnaNewIssue

Written requests for applications
should be sent to Manufacturers '
Hanover, P.O. Box 24918, Church St.
Station, N.Y., N.Y. 10049, :

Mr. G’amso, said the note payments -
ire “being treated like any court mat-
ier.’ Noteholders ,are to return the .
‘orms  to Manufacturers Hanover
vong with broker confirmations ov -
other proof of purchase. The bank, in

Séﬂ@?!‘ely,_ }fﬂ‘ : Ay

i

-

)
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i

s

) *vﬂm‘; ,-'{ . :, i g | ; i E,.'; \ Ty
William Proxmire+ \
Chairman

ol ——

o,
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" In Fiscal Crisis wes . -
C Highlights of New Yo

. By STEVEN R. WRISMAN
2-Qnly .a 'couple weeks -igo, ‘Mayor .
Begmg wiy in the thtoss 6f a wrench-
ing' controversy' over ‘futiité outside
control. of New- York City finances; an
issue thrust upon him because of his
strategy of trying to sell @ municipal -

: bond in the public’ credit
market this year, The major

Following i &

itéms making ug
- rangements to pay off New York Clly's moratorlum debta:
A.C, "STR

bofds.

ry and. an —-," il i of the
the $1 hillion package of -{inancing ar-

ETCH A surreniering of. principal pa.z;
2

ments of Municlpel Assistance Cotporation bonds
tast ¥eb. 1 to 1he city sinkinF funds and the. municipal
emiployee pensiop funds. yleldin,

New York city
their M.AL,
" MITCHELL.-LAMA MORTGAGE
deep discounts,
mortzages on

g $50 million. The major-
banks hed refused to do the same for
SALE~—The sale, at
of city-owned mliddle-income housing
rojects jn the Mitchell-Lama program,

nd of its prdfects dbwritown. s . :
R TeAer EA LR FUND Sothe 838 million: derived-

rk City’s Latest Fiéc;al Plan

hoid 5 to be pald froin réceifts froni a r_bﬁu;l anan';um;n%
{yith the New Yotk Taisph G . which- pies

Troiit d tesarve tHe city had set aside Yor Jutute paymenty
on leases, but which It no longer needs because it s
changing the way it pays for [eases, - o
SINKING FUNI:--Ap investment of $40 millioti from
the Translt Unification Sinking Funds, one of feur city
sinking funds, which are supposadly liguid reserves sot .
Aside $o meet future debt obligations. .
SEWAGE TREATMENT FUND=-About $33 miilidn
that has come in from the Federal Government for sewage

concert with City representatives, will
screen the - applications and return
them to the court along with the
City's consent to the “application for
judgment.”” The bank will have a 15-
day period for transmittal of the
forms to the court, s :

R

C-]tx Hall commercial banks, Wh“?h - yielding 3“,“3‘b ﬂiogi ;l‘hbemtiull vbﬂhtm( ':)f ‘:Hleurﬁ:!’ﬂﬁfﬂ treatment programs, but (s not needed until 1979, when
~-Notes:  would act as_mlddlemen in ggpp;ggg it ik noABage paymants Afe in arrears. ;I;;Egi&iymrrr;ay have to borrow or otherwiss finance the . —
such a SEIE, insisted on an  MAL, MW AP ~—So-called Institutional holders lllf “IMPROVED CASH MANAGEMENT"—Cash that has §g;1"ll?%l'!‘0 QWNE:\"S OF OUTSTANDING NEW
- * extremely stringent control city shorl-term hotes——whe the Stale Court of Appeals pecome available because of an weceleration of reimburse. YORK CITY NOTES HAVING MATURITY DATES
_— - . smid would not [get repaid for at least six MONLNS—LD wenis, and a slowdown In expendilures, for capital e CEMBER 11, 1875, JANUARY (2, 1476, FEB=
mechanism as the means to rekindle be eiven a chance to exchange their notes for M.A.C. - prajects, The result Is “one time only” cash that, in this ARY 13, 1576 OR MARCH 12, 1370, .
: bands in the nekt couple of weeks, yieiding a hoped-for rage’ would nat have to ba repakd,

investor - confidence and permit the
city to re-enter those markets for the
first thne since early 1975. _‘

* Today, the 1ssue of outside control
has all -but faded from the scene at
€ity Hali, proving nothing so much as

5250 millien to
insurance compahies and smaller banks—not the 11 major
commercial banks in New York City, who hold more
than £490 millioh tn notes themselves that are not part
ot the $1 billlon .

EDUCATIONAL CONTRUCTION FUND-=The city s
receiving $50 m
an independent
in revenue.produbing construction projects, Tha fund owes

£300 million, Holders of these notes are

package.

tlion from a bond issued by this fund,
hgency that borrows and build$ schools

- sald, the eity might meet moratoriumy requirements by

In addition to thas preceding ltems, Mayor Beame °
said that as a "back-up” the city could use a projected
580 miltion In cash he said it expected to receive in
the next year for sewage treatment projecis, Also, he

speeding up borrowlngs by the municipal employes pen.
sion funds, using the proceeds to pay off the moratorium
debt and then meating the city’s suhsequent needs, which
would have been met if the Dorrowlngs had taken place

BUPREME COURT OF THE STATE OF NE
YORK COUNTY OF NEW YORK OoF NEW
SPECIAL AND TRIAL 'TERM, PART 28

Index No, 20245/75
In the Matier of,

NEW YORK CITY NOTES PURPORTEDLY
SUBJECTED 'TO THE EMERGENCY MORA-

* the transitory nature of even the most Ihe city money pecause the city rescued It from default at a subsequent date, by trylng to issue city or M.A.C.
; ey ba 3 It at o subsequent date, B.1o issug elty or MAL. TORIUM ACT AND HAVING MATL .
!mﬂ{ contested - d}!splﬁes thege. Last ’:ul;_ a'cash iitgsion of $80 midlion in 1975, The fund's bonds al that e’ D oot DATES OF DECEMRER 11, 1975, JANDARY 13,
xpm At E— T - L i AL IR S AR R ) 13, 109¢ or MARGCH 12, 1
week, for expmpit. Ayor (Flushing Natfional Bank v. Munleipnl ;sss?siti

liberated momentarily from his fiscal
headaches—seemed to be turning much
of his intention to m new concern, raid-
ing . pornography = establishmenis: in
Timnes Square. B

In interviews, meanwhile, representa-
tives of vintually every party involved
in fiscal disputes-~the banks, the
unionsg and Governor Carey, as-well as

Mr, Beame—said the issue of outside

control, one of the most far-reaching
the city would have to face in a long
time, was unlikely to be fully faced
again untit much later in the year,
most likely after election-day, .
“'The banks, for example, are said to
feel that the city will not face up to
the tough restrictions- they advocate
unless: it-ig forced to do.so by outside
" circumstances. The outside circums-
gtances mentioned most often are the

COUNTY OF NEW YORK

£ -
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e City nf New
ERGENCY FINANCIAL
E CITY OF NEW YORK,

No, 20245/75

SUPREME COURT OF THE .STATE OF NEW YORK

on behalf of

Eself dnd all other holders of notes,

Plaintiff,

NICIPAL ASSISTANCE COBPORATION for .
York; NEW YORK STATE
COWTROL BOARD; and

Defendants,

:{m? )Comorntion For ‘The Clty ofF New York,
N al.

»

The Court of Anpeals of the State of New York
-has directed the Supreme Court of the State of
New York, County-of New York, to bear ond delers
mine applications for judement by ownefs of oute
standing Nates of the City of New Yotk puroortedly

subjected to the New York Btate Emotuensy Morae

torlum Act For The City of New York, To apply

for a Judement Agrinst the Cilv, a Notcholdep

must complete and fite ru_Applicallon for Judgment

pursuant to proeedures formulated by the Court.

. Abpleations for Judgment, together with the
Cour's instructions on how to compleie and Ala
the Applications, may be obtaloed by mail from

Manufrciurers Hanaver Trust Contiany, P.O. Box

24818, Church Sireet 8tation, New York, New York
10249, or i person from (1} Bupreme Court of the

State of NewYork, County of New Yark, 60 Cenbre
Sireat, Room 116, New York, New York, (2) Office
of the Complreller of the Clty of New York, Munt=
cipal Bullding, Rgom 830, Néw York, New York, op
(3) the office of Manufgcturers Hanever Trush

Company localed at 4 New York Plagn, New York,
New York., Applleations are being distributed to
coonerating banks and brokerage houses axd coplies
may be obtained by applying to those inatitutlong.

JAMER GIBHON
Justice of the Sunrome Courd

need to'stave off the threat of default NETN NG NG Y ¥, BECK, JEAN _ of the Htate of Now Yors
~which was seen as the case a few DOUGLAS 3. ggggRgs. HITCHELL and . Dated: March 13, 1077

: need to make a con- o + individually and on - .
weeks ago—or the need behalf of all cthers similarly situated,

cession. on control as the price for fu-
ture credit assistance from the Federal
Government. . _ .
Neither of these circumstances is
likely to appear in the foreseeable fu- -
ture. Indeed, there is good reason to

think the threat of default wili no long- -

er plague the city, now that it has a
means . of  redeeming its moratorium
debt, because its borrowing needs are
supposed to be met through mid-1978,
. The Beame adminlstration is likely
to try in the next several weeks to
reopen conversations on the subject
with both the banks and the municipal
1abor unions, which remain adamant
in their opposition to any surrendering
of municipal automony as a price for
selling a city bond. ‘

The top officials also acknowledged
they had little appetite for addressing
the issue in an election year, and in
any case, they did not expect a 'city.
bond issue until early 1978. The ques-
tion of outside control may, therefore,
not be faced until then.

TO

Intervenors.

INDIVIDUAL NOTEHOLDER'S VERIFIED

APPLICATION FOR ENTRY OF JUDGMENT

UPON PAST-DUE NOTES OF THE CITY OF
NEW YORK

Special

Marcu 6, 1977 .

THE HONORARLE JAMES GIBSON, Justice of the Supreme
Court of the State of New York,

Term, Part 28,

60 Centre Street, New York, MN.Y. 10007
-
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NON - INSTITUTIONAL COMMITTEE

T .. _FOR NEW YORK CITY NOTE & BOND HOLDERS

“.SUPREME COURT OF THE STATE OF NEW YORK

COUNTY OF NEW YORK

Ve,

No. 20245/75

on behalf of

““itself dnd all other holders of notes,

Plaintiff,

MUNICIPAL ASSISTANCE CORPORATION for
The City of New York; NEW YORK STATE

EMERGENCY FINANCIAL CONTROL BOARD:; and

THE CITY OF NEW YORK,

Defendants,

MARTIN AARON, FANNY Y. BECK, JEAN
NEININGER, JOHN J. MITCHELL and

DOUGLAS M. ROBERTS, individually and on
behalf of all others similarly situated,

INDIVIDUAL NOTEHOLDER'S VERIFIED
APPI,ICATION FOR ENTRY OF JUDGMENT
UPON PAST-DUE NOTES OF THE CITY OF

Intervenors.

NEW YORK

TO THE HONORABLE JAMES GIBSON,

To the Note Holders: IMPORTANT!
We are now convinced that NYC
through its Corporation Counsel is
following a calculated course of
“‘stonewalling”’ to delay execution of
the Court of Appeals order to repay
notes of individual holders within 30
days after judgment,

The proposal made by Mr. Aaronon
his motion to intervene referred to in
The Bond Buyer story shown hereiri is
predicated upon immediate repay-
ment to all neteholders who wish to
have this done while deferring date of
payment at higher than 6% interest,
preferably full face rate, if ok’d by
those who wish to elect that course.

However, please note that we will

not be bound by the 6% interest
decided on by Judge Gibson. We can
appeal that rate within 30 days but all
must realize that such appeal may
take a year or more to go thru
courts.[ ] The reason why today,
March 14, 1977 is critical is that the
NYC budget is beihg prepared now by
Mayor Beame who must reveal it by
April 15, 1977. All  defaulted
judgments must be included in his
budget to start July 1, 1977.
Therefore, we must insure judgments
are entered in court in time to be
included.

MarcH 6, 1977

Justice of the Supreme
Court of the State of New York,
Special Term, Part 28,

60 Centre Street, New York, N.Y. 10007

1. The Applicant presently holds past-due
note(s) of The City of New York, payable to bearer,
such principal amount, date of issue, maturity and rate
of interest as indicated in this Application.

2. Said note(s) are held for the Applicant's

Hon. WiLiLiam Proxmire
UNITED STATES SENATOR,

in
Dear SENATOR PROXMIRE:

MY MAILGRAM ofF MarcH 2, 1977 WAS ADDRESSED

YOUR COMMITTEE oy BanxinNG, HousInNg AND URBAN AFFAIRS,

ELtNorR BACHRACH,

SenaTE OFFiIcE BulLoing
WasHinGgTON, D,C. 20510

T 212 EAST BROADWAY, NEW YORK, NEW YORK 10002

‘Wednesday, Mareh 9, 1977

DAILY BOND BUYER

individual tolders
0f N.Y.C. Noles Pronose
1.Year Payment Deferral

» The  Non-lnatifutional Conmittee
e New York City Note and [ond-
holders hag proposed that individual
Wolders nf Cily notes formerly nndor
nroratorium should be eiven the ap-
tion of deferrving payment of principal
and interest until Juty, 1978, previded
ihat al that time they receive 8 erued
inferest ab the face valee rate.

The State Court of Appeals. which
invalidated the three-year morase rium,
appointed  retived Siate  Suvreme
Court Justime James Gibson toover-
gee repayment and determine \\'l?e?l 1r11-
tervsi. noteholders should be pa -6
e slaled i the moratoritm l--.:ldn-
tion or Tnee value vate. Recentin. }'_Le
ruled that 67 intervest should be jraid
from the date of maturity to dale of
payment,

Ay, Gibgon's office ,\-esterqu}’ re-
ported that application forms lr‘n' pay-
e nt will be available 1o ﬂol.('nnl\lm's
der this week., Payment is to b.(:_
made 30 days aller the court aprroves
{he application. .

According Lo Martin Aaron, chair-
nian of the noteholder c-m.nmlttcs_‘. he
has presented 1o Justice Gibsan & mo.-
tion Lo alow individuals the aption of
waiting one year to receive principal
ﬂnd'fﬁH interest o their notes.

Under his propasal, a special e5CrOW
acceunt would be v.‘-:lablishcf(l thiz JTuly

1 and the City would contribute a cer
{ain amount each mm}th in oortr to
pay those notehohlers in dualy, 1UTS.

My, Aaron speeulatod that pa; ment
of 200 million pogsibly could b de-
ferred for one year in thig mannet.

Citv Complraller Farrison J.

Goldiu’f—: office had nol cmnlmvnl: on 1?1‘.

Anron’s suggestion and City Corpora-

fien Comwnsel Bernard Richtan F.‘«II‘(}
he consideved the plan “premalure.

I AM ADDRESSING THIS DIRECTLY TO YOU SINCE

To

PROFESSIONAL STAFF MEMBER OF

individual account and not for the account of any insti-

tution or corporatiocn.

Current patchwork plans for

payment should not mislead the
unwary into failing to enter their
judgments on time.

The legal citations for this budget
process are: N.Y. State Municipal
Law. Sectionss 82 and 83. N.Y.C.
charter - Sections 115 B and 116 as
amended.

All current paid up members of
Non-Inst. Committee will have right
to avail themselves of our counsel and
the custodial trustee arrangements
we have made to safeguard your notes,
To double check your current
membership  status return  the
enclosed card. But FIRST and most
urgent all noteholders should proceed
to claim judgments on their notes.
Since the court forms referred toin the
Bond Buyer Story have been delayed
still further by the N.Y.C. Corporation
Counsel tactics we, members of the
non-institutional Committee acting
under advice of counsel A, L.
Washburn St. have prepared attached
forms to make claims. Mr. Aaron,
Fanny Beck, Jean Neininger and Rose
“Trytel have already forwarded their
claims as a test and newspapers will
repott the next steps in our claims.

o, MeTrep wWirid

Y A7 Cerer T x//.i/?'f
Ol THERE JI Yol W

[ AM ENCLOSING HEREWITH PHOTOCOPY OF THE MAILGRAM

AS WELL AS PHOTOCOPY OF THE ORIGINAL STATEMENT BY ME,

PRESS RELEASE~IMMEDIATE- PREPARED FOR YOUR HEARING oN DECEMBER 20TH AND
MARCH 3, 1977 21st, 1976.

INDIVIDUAT, NOTEHOLDERS OFFER SOLUTION TO CITY FINANCIAL CRISIS

TO COMPTROLLER GOLDIN

Martin Aaron

The chairman of the NON INSTITUTIONAL COMMITTEE FOR NYC NOTE AND
BOND HOLDERS, which is the original and largest aggregation of
individual note holders still demanding payment of their defaulted

notes under the recent Court of Appeals decision invalidating the
moratorium

has submitted a plan ¥leesEEmagtElssts*to Justice James
Gibson in NY County Supreme Courtswhereby those noteholders in
need of their funds will be paid within thirty days and those who

elect to stretcly out their holdings with full face interest until
paid may do so.

Mr. haron made public a statement he delivered to
Senator Proxmire in Washington yesterday attacking Mayor Beame for
continuing stonewalling which is term used by Mr. Aaron in testimony -
tefore The Senate Banking Committee hearings on Ov-ersight of NYC ~

Seasonal Financing Act in Dec. 20/21 , 1976 record. (See mailgram

attached) Press may see court motion papers in Comptroller Goldins
office which received papers as a courtesy at 11;30 Am soon’
afeer papers were filed in Justice Gibson's court at 60 Centre St.

Also attached is copy of Mr. Aaron's statement bef ore
Proxmire Committee in December.
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NEW YORK OFFERS PLA
10 END ITS DEBT CRIS]
WITHOUT AID OF BAN

¥

DEFAULT FEAR EASED

$983 Miltion Package Needs
Control Board Approval—
U.S. Loan Is Expected

By CHARLES KAISER

In a sudden and surprising move, Mayor
Beame last night unveiled a plan to raise
the money needed to pay the city's $983
million short-term debt without the as-
sistance of New York City's major hanks.

Speaking at a City Hall news confer-
ence, the Mayor predicted that the plan
would be approved by the Emergency
Financial Contrel Board at a meeting
scheduled for this morning. Such approv-
al would clear the way for the Federal |
Government to lend the city the money
it requires to eliminate the danger of a
default, .

The Mayor's announcement came just
daysg after his aides had insisted that the
partielaption by either the city’s major
commercial or savings banks was essen-
tial to any solution of the short-term debt
problem.

Plan Held ‘Not Riskless’

The plan’s success is contingent on the
willingness of the owners of about §250
million in short-term notes to exchange
them for a new issue of Municipal Assist-:
ance Corporation bonds,

“The plan is not riskless,” said Felix
G. Rohatyn, chairman of the M.A.C. How- |
ever, Mr. Rohatyn said that the interest
rate on the new M.A.C. bonds would he
high enough to attract the holders of the
short-term notes.:

The other elements of the new plan
are as follows:

43410 million from the accelerated sale
of the mortgages on city-financed
Mitchell-Lama projects.

4$216 million in cash from seven sepa-
rate sources, ranging from Federal reim-
bursement for water pollution projects
to a $40 million advance from the city's
Transit Unification Sinking Fund,

4$90 million from the agreement by
the city's unions to forgo payments of
principal on the Municipal Assistance
Corporation bonds they already own.,

Mayor Is Conciliatory

And in & conciliatory move, Mayor
Beame announced that a commitiee to
inciude the bankers, the unions and other
interested parties would be created to
determine the proper form of an outside
monitor for the city's finances. The banks
have said that such a monitor would be
necessary hefore the city could re-enter
the market on its own.

Last night's reversal was the latest in
a sequence of events that began last Nov.
19, when the State Court of Appeals de-
clared unconstitutional a year-old mora-
torium on payments of principal to the
owpers of short-term New York City
notes. The moratorium had been a key

element in the city’s plan for a fiscal
recovery.
Implicit in Mayor Beame's newest

proposal was his failure to devise a solu-
Continued on Page 22, Column 3
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NEW YORK DERT PL
WINSQUICK APPRO
 FROMCONTROLBO

Blumenthal Indicates Action
Probably Result in U.S. Loan
of $255 Million for 'Cit;f

By CHARLES KAISER

After a quick debate punctuated
pressions of relief, the State Eme
Financial Control Board vesterday unani-
mously approved New York City's plan
to pay off its $983 million short-term
debt, an action that officialy said removed
ihe threat of insolvency that had| hung
over the city for four months,
“This is the last of the great fixﬁancial
crises,” said Felix G. Rohatyn, chalirman
of the Municipal Assistance Corporation,
In Washington, Treasury Secretary W.
Michael Blumenthal indicated thaf the
antrol Board's action would prubably
trigger the 3255 million loan thef city
needs to meet its immediate cash require-
ments and avert bankrupicy. [Page D11.]
The Treasury Department had refused
to extend the city any more money finder
ts seasonal loan program until the|Con-
irol Board approved a pian to pay ‘off
the city’s short-term debt,

Plan Described as Iy

Mr. Rohatyn's optimism that |New:
York’s latest brush with the brink would
als0 be its last was shared by many ather
jofficials, but it was tempered by| the
knowledge that the plan the Cohtrol
Board approved was contingent on the
suceessful implementation of its eight
separate elements.

“This is a tough plan, but one
can work,” said Mr. Rohatyn, who a
that it was “iffy,” but that “the ifs
reasonable ifs—there are very few
ihings it the financial world.”

“The city is looking up today,”
Governor Carey, who was chairmai
the Confro! Board meeting on the
floor of Tower Two of the World T
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ngements to pay off iU
M.A.C. “STRETCH”—A surrendering of principal
nts of Municipal Assistance
lagt Feb, 1 to the city sinking [
ployee pension funds. yieldi
w York city banks had re
sir M.A.C. bonds.

MITCHELL-LAMA MORTGAGE SALE—The sale, at
of city-owned middle-income housing
rtezages on projects in the Mitchell-Lama program,
lding $410 million, The full value of the mortgages,
paper, is about $1.2 billion, but the value has been
pressed because {he mortgage payments are in arrears.
AGWAP"--So-called institutional holders of
tes—who the State Court of Aﬁ

pp  discounts,

M.AC.
v short-term ne
d would not ge
aiven a chance to exch :
nds in the next ccuple of weeks, yield
50 million to $300 million. Holders of these nofes are
burance companies and smaller banks—
mmercial banks in New York City,
hn $400 million in notes themselves
the $1 hillion package. )
EDUCATIONAL CONTRUCTION FUND—The city is
reiving
independent agency {
revenue-preducing cons
e city money because t
th a cash infusion o
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Short-Term Rates Seen Rising
N.Y.C. Bankruptcy Ruled Ouf

Surrounding this column are news
items from the three major NYC
newspapers. But remember in
reading such stories recall what these
papers said yesterday, last week and
50 on.

Thus the statements they report
about the jerry built and “iffy?
siructure for repaying our notes are ail
full of city ball buil.

But one wondors how the city comes
up at the lasi minute with the
hundreds of millions they swore
last week dldn’t exist. Dangerons
games City Hall plays. The $400
million they count on from sale of
Mitchell Lama Mortgages is most
tl_}fob]fi:matica.l. Maybe that will
im-flam the Treasury into
$255 million loan. v grandig

Sale to Ease

2N

Rent Squ
By THOMAS COLLINS

Pressures to raise the rents
for abiout 30,000 families living in
geores of - Mitchell-Lama housifiy
“projects will be eased considerably
by the quick sale of mortgages the
-¢ity holds on the buildings, a hous-
_ing offictal said yesterday. ]

Ruth Lerner, who supetrvises afl 141
Mitchell-T.ama projeets for the city’s
Housing and Development Administra-
tion, explained that the pressures on
residents in 100 to 110 buildings will be
eased because the debt assumed by the
‘city during construction wifl be trans-
ferred to private institutions.

. The reduced size of the mortgages
are expected to enable easy repayment
without rent increases. )
" The city’s HDA and the housing
companies of the projecls have been
under pressure to_ hike rents 1o meet
rising costs; chief among them is the
Trising cost of-debt service.

. State Controller . Avthur Levilt has
‘warned that unless housing ecompantes
raise rents, or the HDA-forces them to,

the financial structure of the entire
Mitchell-Lama program might collapse.
~ Mayor Beame announced the mort-
gage sale Wednesday as part of the
city’s plan to get out of its fiscal fix.
The cily will get a quick $400 million
from the sales. It"will accept an average
of 60 cenis on each’ dollar of the mort-
gages” paper value. The remaining 40
cents will be held by the city as a kind
of “sccond mortgage.”.
In effect, the city, with a federal
moertgage loan guarantee, is refinancing

the mortgages at rates closer to their.

“actual value. The prices for the mori-
gages will be determined as the differ-
ence between the current rent rolls and
operating expenses, - .

"fhe federal mortgage Insurance
guaraniees that private institutions wilk
be repaid. The city, hewever, does not
anticipate quick repayment-of ifs “sec-
ond mortgage.” Heusing officials con-
cede that in order for the renis to re-
main within affordable range of ten-
ants, the “second mortg
suhsidy.
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t repaid for at least six mont

who hold

$50 million from a bond issued by this

hat borrows and builds scho
truction projects. The fund owes
he city rescued it from default
f $89 million in 1975. The fund’s
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Following is a summary and an explanation of the

ms making up the $1 billion package of fin{mcing ar-
New York City’s moratorium debts:

pay-

Corporation bonds paid
unds and the municipal
ng $90 million. The major
fused to do the same for

peals
s—to

ange their notes for M.AC.
ing a hoped.for

not the 1T major

more

that are not part

fund,
ols

liﬁéhlights of New York City’s Latest Fiscal Plan

bond is to he paid from receipts from a rental arrangeme’
with the New York Telephone Company, which oceu,
one of its projects downtown.

W LEASE ESCROW FUND-—Some 336 million derived
from a reserve the city had set aside for future payments
on leases, but which it no longer needs because it is
changing the way it pays for leases.

SINKING FUND—AnR investment of $40 millien from
the Transit Unificalion Sinking Funds, one of four city
sinking funds, which are supposedly liquid reserves set
aside to mcel future debt obligations.

SEWAGE TREATMENT FUND—aAbout $33 million
that has come in from the Federal Government for sewage
treatment programs, but is not needed until 1978, when
the city may have to botrow or otherwise {inance the
expenditure.

“IMPROVED CASH MANAGEMENT"—Cash that has
hecome available hecause of an acceleration of reimburse-
ments, and a slowdown in expenditures, for capital
projects, The result is “one time only” cash that, in this
case, would not have to be repaid.

In addition to the preceding items, Mayor Beame
said that as a “back-up” the city could use a projected
%60 million In cash he said it ‘expected to receive in
the next year for sewage treatment projecls. Also, he
said, the city might meet moratorium requirements by
speeding up borrowings by the municipal empleyee pen-
sion funds, using the proceeds to pay off the moratorium
debt and then meeting the ¢ity’s subsequent needs, which
would have heen met if the borrowings had taken place
at a subsequent date, by trying to issue cily or M.A.C.
bonds at that titne. 174 {0 e Fe 0 Aol
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NON - INSTITUTIONAL COMMITTEE
FOR NEW YORK CITY NOTE & BOND HOLDERS

212 EAST BROADWAY, NEW YORK, NEW YORK 10002
| July 18, 1976

James Keegan, Esq.
?QE;;RMAggguélﬁTAéggﬁT SEC'Y. Deputy Executive Director, Municipal Assistance Corp.
Ms FANNY BECK Room h540? Two World Trade Tower, New York, N.Y.
LEN. BROWS Dear Mr. Keegan:
HAROLD ENGELSTEIN '
Ms DORIS KARP SKOL Not having received any reply to my
Ms VERA LEIBO letter of July 9, 1976 with regard to our offer to

velcome '"the coopsration of yourselfl, your attorneys

IRA NEWMAN

or other persoms you might delegate to participate in
HENRY J. STOLBACH, Ph.D the seminars'we scheduled at 267 Broadway I proceeded
EDWIN SLOTE, ESQ., COUNSEL with such seminars witbhout your participation.
AL. TUCKER

vilovever an interesting question arcse time and again concerning the supplement

gsent to noteholders who received the oriBinal prospectus cevering the June 21, 1976 deadline
fﬁqemvﬂﬁm%ﬂﬂ&ﬁ&,s%.mmggt&a number, of uy callars advised that they had

enclosed correspondence with Mr. Boy
SEC indicates we are already proceeding on all fronts against their delay in investigation
and it mey vwell be that failure to provide all noteholders with the supplement notices can
provide foundation for invalidating the entire offer. I am discussing this with counsel.

Perbaps there may be better foundation in the fact that there is included om
page 3 of the MAC supplement to offer statements concerning certain BAN notes. My members
asked me to explain what was meant. I could mske certain assumptions but preferred to
recoumend that such queastioners raise the matter with your attorneys directly and geve the
nemes of Paul, Weiss, Rifkind et al so that they might call them directly or call you.
Since our finel seminars are scheduled for this Tuesday and I have arranged for videotaping
for telecast of the questions and answers may I ask what explanation we might offer for the
otherwise indefinite statements about these certain BAN securities. Specigfically do these
affect the rights, such as they might be, of noteholders generally?

Finally I trust that you will appreciate that in attacking the confusing and
apparently delibexate obfuscation of the MAC board I was not attacking you persomally. Mr.
Boyle seemed unduly sensitive on that score and it is unfortunate that his comments about
his long friendship with you might provide in the context of Congressionfal oversight
hearings some further fuel to an already ragimg fire, We continue to tell noteholdexa that
we see no further reason to recommend conversion to original individual noteholders but
hope that the banks and other institutional or large holdexs will see the merit of such
coniversion. In that comnection we wonder if you or the MAC board hes expressed to the
political pecple our sugg estions that pledges of continued long term legislative actions
to assure set ssides of sales taxes .and per capita 8id over the nektften years rather than
the existing one year committmemt would better serve tog convince skeptics on MAC bonds
to convert notes. Also such pledges might well restore the ratings to MAC that Moody's took
avay and which my atatements supported in recent Congress hearings on HR 675. In those I did
not mince words about Congress aml Murphy any more than I do about Rohatyn and Gould. I do
hold you and Mr. Elish in higher regwsd.

Sincerely, ‘/?7

/




July 15, 1074

wiwara J. doyle, dsco,
Chilel Lwinl Coungel
decuritics snd iveclwnge Commigglon, H.Y .C, kegion

Bear by. B oyle:

dhank you for your reoly dated July 9th
answerinyg, In pert my letter to your side Mr. John
U'Connors setitin, the Juiy 9, 14970 date for reply 89
that we could proceed with such lessl and nblitieal
ateps that our coynsel deemed appropriate,

He will 5000 be In touch with you and
I am sure that you will appreclate that he is not waknown to your superlors bers and 1in
Washington.

Zending further contacts witn you sy L onake clear for the yecoprd cariein mig-
apprebensions expressed in your letber. Firat, sltnou:h L have not known My, James Keagan
Tor ten years ag you have I did not at any tiuze lmpute to him any statement obout having
or not heving list of noteholders. May I rerer Lo my leiter of June 26, 1970 to you wherein
I stated and I guote Tiowm tnird paragraph: "Phere soould be lists avallable to you frmn the
above sources of 30,000 or wore noleholders. 1 know this Lo be true since we received pros-
pectuses frow the Municipal Asslstance Corporation whose Deputy sxecutive Lirector, Janes
beeson advisod me originates izom names controlled Dy _banks who arransed Tor the mailing

of the prospectuses” (undorlining bere shown is my own, now wdded Tor oloar Asiineatioe.

L om appreciative of M. Keepsns gelicote nosition as L was sintlariy of your
owa in that you shoula note in sy letter to Mr. O"Connors that 1 did not tax you both
personally wilh what I charied as dllatory tactics by SEC. Your coument that it ia premature
on my nart to make certaln statements contained in my letter will become so or not in fact
when the Congresgional comnitieos charyed with oversight o the SxC iook into uny charges
and the SuC actlons in the watter of investigation of the circumstances of issuance of the
rarge uwounts oo R(C notes and bonds which are now in question.

Thank you j'or your suspzestion that we uight seek the lists of noteholders From
the Cliy of New York undexr the lew York State Freedom of Informatlon Act. Unfortunately I
am not o lewyer and thus aw only 100 uwars of the lonyg drawn out processes and the costs
attendant upon such o procedurce. Am I to understand that your cowmusent is alsh an oblique
statement that you und the 540 do not fecl 1% is within your powers to supoens the lists
from the city and the banks and undervwilébrs? ierhaps the ruling by Judge Jack Weinstein ia
4 case belore him, reported in the rapers, that the Govermnnent had violated the rights of
& pan to a gpeedy triel by failing to exerxcize "due diligence” is appropriate to our case.

Yours very truly,

Martin Asron
cc: genators Proxuize, Brooke, Javits Chairman, Non Institutional Comuittes for
Representative Thos, O'Neill New York City Note and Bond Holders.
V//Jamas Keegan, MAC



NON - INSTITUTIONAL COMMITTEE
FOR NEW YORK CITY NOTE & BOND HOLDERS

212 EAST BROADWAY, NEW YORK, NEW YORK 10002

July 9, 1976
mEX;KMAQSQEEIgTAEQSAN SEC'Y. James Keegam, Esq. Deputy Exec. Director
Ms FANNY BECK ' Municipal Assistamce Corporation

Two World Trade Tower, New Yorxk, N.Y.

LEN. BROWS
HAROLD ENGELSTEIN Deax Mr. Keegan:
Ms DORIS KARP SKOL
Ms VERA LEIBQ Pursuant to our previous comtacts
IRA NEWMAN and hoping that you will comtinue participation in

effort to gain note holdexr's comfidence im MAC

HENRY J. STOLBACH, Ph.D comversion offers we sow enclose for your guidamce

EDWIN SLOTE, ESQ., COUNSEL the following commumicatioms. We would welcome the

AL. TUCKER coopsration of yourself, your attorneys or other
persoms you might delegate to participate im the seminars we are scheduling as set
forth in the snclosed:

1. Letter to sll NYC notenolders. (This sets forth the semimar schedule)
2. Pink colored previous press release with 84x11 prior letteré t6 noteholders

3. Photocopies of letters to Spcurities amd Excbange Commission, amd Joseph
A Kosow, Newtom, Mass. indicating the spreadimg political impact of the issue.

Mimeographed copy of press relesse semt io all radio, IV amd newspeper media
anpouncing our seminars at CSREA. You will have noted the reproductiom on
back of the letter to moteholders memtiomed above, of article from the news-
paper The Semtimel published by the Civil Service Retired Employees Assoc.

Finally I emclose statemeat im full I gave to the SBubcommittee on Consumer
Finance under Represemtative Joon M. Murphy. We did not mince words im that nor, as
you can see from the other material semt to you herewith are we going to let the
issues rest. Obviously we are not goimg to be alone im this battle amnd our allies in
Califoraia are shortly going to be indiscussiom with the Bank of America there. We
sre sure that the New York banks are only too aware of the impifcations of the class
action suit mow os the Fedexal Qpurt caleadar. It is kmown as Friedlamder vs;banks et
al. This ia the action staded by Burtom Abrams who is in associstion with Abram
Pomerantz .

Our owva activities are eatirely independent of legal cases though we are
happy to join im exy which will forward our owa thrust. In the same vein we are
happy to suppoxt MAC in effectimg conversion of those notes which are held by
bapks or large imstitutioms or by aspeaulators who bought motes at discoumt from
frantic noteholders caught by the moratorium. We only regret that the public dispady
of ineptitude by MAC officers im attacking Moodys and the rating structure generally
bas served to further obfuscate an already murky sitvatiom. Certainly the recent
amendment 0 the curremt prospectus does not give clarity and confidence to the vast
majority of noteholders. It may wel)l be that your participation im ourseminars might
serve 1o dissipate some of that misprust. I trust you appreciate that our own forth-

right position will help MAC and our request for extension of the July 21 desdline is
designed to help get the $500 miliion conversiom completed as we indicate above.

Sincexely,




NON - INSTITUTIONAL COMMITTEE
_FOR NEW YORK CITY NOTE & BOND HOLDERS

212 EAST BROADWAY, NEW Yommwmxmoz
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NON - INSTITUTIONAL COMMITTEE
"FOR NEW YORK CITY NOTE & BOND HOLDERS

John O'Connors, B
"&*hxghan&éyGommisslon

L Secdrities
1ith #loor,
New York,

Eag.

26 Federal Plauza

N.oY.

Dear Mr. Connors:

ortlcial
6,
'all adminig

feeling that the
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record o the gist of our di :'_:1 YOED
197 4n whicn I advised you that I vider advice
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NON - INSTITUTIONAL COMMITTEE
FOR NEW YORK CITY NOTE & BOND HOLDERS

212 EAST BROADWAY, NEW YORK, NEW YORK 10002

June 28, 1976

MARTIN AARON, CHAIRMAN ' Janes Keegan, Esqg., , Deputy Executive Director
ABRAHAM ROTWEIN, ESQ., SEC'Y. Municipal Asaistance Corporation

Ms FANNY BECK Room 4540, Two World Trade Tower, N.Y. N.Y.

LEN. BROWS Dear Mr. Keegan:

HAROLD ENGELSTEIN

Ms DORIS KARP SKOL Enclosed is the bill from Pace for
Ms VERA LEIBO the $100.00 rent of their Shaeberle Hall on 6/18/76
IRA NEWMAN whieh sum you bhad agreed to meet for our joint

seminar held thexe that Friday. I advised Pace that
HENRY J. STOLBACH, Ph.D it was prefersbadd to us and grobably 10 you also
EDWIN SLOTE, ESQ., COUNSEL to have MAC gend them the $100.00. We bave sent

AL. TUCKER them similar amount for our use of their hall on
June 16, 1975 when you and Mr. Blish and your attorneys were present for your own purposes.

At this time I am enclosing the correspondence snd statements which flowed from
our meetings.Enclosed letter to Mr. Edwaxd Boyle at SEC, New York Office indicates that
the statement I made for Washington hearing last week om H R 6759 refuting the basis for
Messrs Geuld and Goldin claiming need for rating agency change legislation is svailable
in Washington leada me 4o think you will not need a4 photcopy from me now but can obtain
the statement from the official transcript or Congressman Murphy. Your publicity people or
Washington represenatives can get this dixect from sub committee, Room 3161, House Office
Buikding # 2, Washington, D.C. 20515.

Algo enclosed is copy of letter to Councilman Robert Wagner, who seems to have
picked up the thread I first exposed about the deal with Morgan Guaranty Bank and Mayor
Beame and his real estate department. See the pink printed sheet herewith although you
may have noted same attached to the printed material circulated at our meeting. Finally
please note the photocopies of memos to Abe Gerges and Mra. Russo, Adm. Asa't to Murphy.

We would enjoy having Gerges explain the reasons for bhs fervent endorsement of
conversion. Our members found it hard to awallow his apparent nabete in buying a NYC bond
and 1o and behold having it mature so soon last year at full face value. Maybe he ashould
have s8id he ascomplighed that with a MAC bond. At the same seminars which we are now
scheduling starting week of July 6, 1976 at CSREA offices two times daily at 11AM to 1PM
and 5 to 7 PM we welcome any MAC representatives and assure you that they will bave
absolute freed,n to try to get their sales pitch meross and further all the time needed
to explain the MAC prospectuses and the city projections. Who knows after the politigiens
become aware of our thrust they might té& the nledge as we uged to say in the good old days.
1 am sure that that pledeg duly signed would enhance the MAC offer far beyond your present
capacities to sell conversion. Plus our own throst which has started already on the 75%
time deposit 4 &.1 for banks to get. off the hook. Friedlander et al with Abe Pomerantz
getting class action status in Federal Court last week couln'd bave bappened at a better
time for our own thrust. I will be in Boston on Thursday talking with the top at First
National Boston. I already have seen the top at a sélect New York smaller bank. No not
Flushing National. Bigger and far better than thet one. Maybe you will soon see what the
coubination of carrot and atick does for New York banks who might risk heavy losses under
Pomerantz fraud clasa actipn , I expect SEC to come across with our concurrent demand which

18 to get access to llsts of perhaps 30,000 neteholders which lists are banks and theNYC
Comptrollex's bables. You can get news of that from Proxmire in Wnsb

Yours truly, Ma



From the Desk of ...

To: Mrs. Rite Ruano
Admin. Assistant, NY Office
Jobn M. Murphy, Congressman, 17

From the Deskof .....

Ta: Counciluan Abe Gerges

6/27/76

Martin Aaron

The matexial herewith, eapecially my newa relmée and

letters tO Councilman Wagner, Ssnator Proxmire and the

Dear Myrs., Rusao:

presa releago and statement to
hearings last week by me, as I |
engnged in producing. These vel !
this weokend. They are & nature !
comdng on top of the fxont page
York Times featuring Mr. Murph)
repreaentatives.

You menticned 1|
bim in The Daijy Nows a week O
ection Maxlo Bimggl exhibits b
as his letter to me indicates «
mentions his employment of the
Murphy.

| SEC also enclosed barewith
! should show that w
Faclosed 48 the ! resting on our laurels at Nom Institutiomal Ce &r: n:t

We are proceading next week with our semieca
invite you, as the omly politician to be mvite;sa:n:him
point, to explain to our noteholders At seminar why you
reconmended conversion to MAC bends as you Publicly did
et our meeting on June 16th at Pace University Hall.

The scene new shifts from Al to Wa
and Nev York. I bhave been preparmor Jua:htﬁ‘:o?og.c'
seme tims and luck is with us since my earlier writings
and lettexs baar out the issues that Councilman W@gmr
Aow i3 avaxre of As well as portraying the roles that the
banks snd wnions unvwittingly perbsps played in the
melodrams called; Who took the biggest bite or "Worms

attack the Big Apple."

It is amusing -
input valus those employed by !
ided him. It is evident that B
Jobhn Tracy who bad mach more 1

than your good self and your
a mach better job of grasply

foxr hie constituents real 1

community input went into H

disdain for what I think

Dguy
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Pleasec let me know 4f you are available for

our seminars. Best regards and I assure you we appreciats
your being early te reccgnize our issues.
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Dear Kr.o Kogner:

you an

¢

py Loose EmAkannzd procedura ghat! invites political

A the enclosed raprodue tiom of
jndicates L bave long been awaxe of axucbly
& blatent effort to establish, in the event of NY<
Lheruol, 8 prelerred cluss of credit vs, Na
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The New Yorw Times today T oRge 26
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From the Deskof ..... qune 2, 1976

Martin Aaron
To: Jamee Keegan
Municipnal Assistence Corp.
Iwo World lrade Yower, NYC

Dear Mr, Keepsn:

Today lhuraday 1s the tine woen jou welw
acheduled to return to your office, according to the
youn: Indy who answerad oy telephone ¢oil Lo you and .
Elish lvst Mowdexxdmr Tuesday, June 22, 197G,

Ahetl youry; Lludy, obviously @ owosh uwncor-
atanding ond eiiflelent wasiston, cod ogoruandity o oko
clear that gy iewbers reports Lhat bhe welepsone sdvioeos
from your ofi'ice on June Ljth dnvibine suen Lo svieend
the seminae we jolntly held on dune Lo b iew Golleow
were duc to thoe rogroblial selective avienilon eheiven aad
worried puople slve 0 verbal communicavions. Vtherwise
there nenevr vonld e dilferences in witnesses itesiimony.

I was in New dnglond his week propoiing
for our foxmsl of'fer to comwreial bunks. Lel the NY ones
wondexr why we dhoosc (0 muke sugpestions Lo doston and
Calitorrds henks first. dnclosed letier to Benatos
Proxulve end also enclosch stooeuents will show our honus
I repeat)wu want MAC Lo succedd desnlte itsclf,aud ouy
press releases we beld up o now sake our thoughls clear.
We hope you will gpick up our still logical Joint erfort

g :
seminaxrs. . o /{////y/ffae{/y



dune 23, 1975

Hon, Willlsus Prozmire, Uheliman
U. O, Senste Somnittec o douking, ele
Waghington, 0.0, 20300

Deaxy Senator Lroxoilre:

April 23, LOTH advising that you Wi uuvand ay
giobement LU your comaitiee hesrings on Uversi.ni of
New York ity Seasonal linancin, Act printed in full
in the wrecord of heoelngs on April 1Loand 2, 1970,

We appreciate the fact that ny statement wes the closing or gumnnrlizing one
in the record and we reprinted the vitie pdbe with tubie of contents topgether with
your letter and my statement as indlented in the cncloscd nmbterial which we cireuluted
in & public mecting held in New York City on June 16, 1970,

Byvenba Following that scoting ocourred with such sturiling, speed teat the
also enclosed loblur 60 our wembers prepared Llmveoistely ol ler our weellng seems aab-
doted ot the woment, Yo will send you iarther waterial which is now belop, prepurad
and the writer irusts ot the basty typin, done witboub secretoyial odsistonce wlll
not deter those concerned frow reviewingy the ﬂuggwstions we wake nnsh caretully, b
copy Of this letber s boing sent Lodsy to Jumes Keegon of Yhe Muplelpsl hLssistonce
Corvporotion of New York since the foliowing r@quest affects Lthem as well 48 gvalyone.

I raad i1 the Mow York Uiwes nno Wall Street Jowrunl dssves of the past
threa days that first MG Colloved our dumand that the deanline Tor the cureent conver.
sion oifexr to NYL potohiolders be extended. Hee our statement enclosed Lo prove Ghilg,
Sceond, tiw sLory vlaagted by MAC 1u Uhe Fimes on Juns 22nd attempting to cxplain Lhe
MAC offer Qiosco siapie taes nob accord with the frue situatlion., The flascd was 10v
gue Lo Moady verating bub stwplyg to MAT's lack of credibllity among notenolders ana
the general public.

In that connectlion you will note our concern thal this lacy of crediblility
prevents JAC success with even the fraction of noteholders thrt they wighv prevall
upon Lo zccepl conversion. Our owa two pronged eifort to help MAC by gettin; bonis who
stuck us noteholders with the NYC crsp ordginally to ioke in notes at fall face value
in return for b yesr time deposit certificates needs wore widcsprend comsunleotlon. la
Lhat repard we nole thet Cuorge Could of JAC Is scheduled to vppenr buelore Con;ressional
hooring this weck Lo scu forih the I=me story that they plened in the newspapers. i
hope you and the other Senators will not buy his story Just as you didn't buy the tales
012 by the politicians and the union jeaders recently. Im that connection I would like
t0 appzur personally or by atatement added to the secord refutc those stotenenits ol
Mr. Gould or othcrs on MAC behnly which do not accord with actual Tacts. Also we want
to bring out o you dlrectly that we would certainly oppose the present citorid ol the
commercial hanks to chenge kegmlation ¢ t9 allow thew to pay the same inte of interest
on savings nccounts us Lhe savings banks, We mlsghb change shat opposition if the banks
were Lo take our suggestlon to convert our notes to time deposit cervilflcates. Plense

advise what you think of ouk sug@estionq which ve ere dning gpead with iull oteam.
S = Nt
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lDH__Imﬂ'.L‘L‘lJTIWL COMMUILTER FUR NEW YURK CLLX RULE AND BUND HOLDERS
Suite 60k 790 MADISON AVENUE, N.Y. N.Y. 20021

The following letter addressed to James Keegan of MAC is self explanatory. What is
incorrect in 1t occurs in the fourth paragraph of it which states...”"will be in the
mail tonight or tomorrow"...Your chairmen held up the mailing becauae of the fast
breaking developments which culminated today, Monday June 21, I976 in MAC gxtending

the deadline on their conversion offer until July 2I, 1976 which your chairman demanded.

Of course MAC in their explamation of the extensdon, see front page story in
New York Times, today's issue, June 21, 1976 referred to the impact @#f the Moody re-
rating action as explanation of the cause of the MAC offer filasco. That same day I
was in communication with Mr. Herbert Elish since: Mr, Keegan was out of town. I
then atated to the MAC people that thelr explanat ion was lame and would not wash
with note holders now or in the future. Actually the fault is MAC's inability to
underastand the concern of the vast number of individual noteholders. MAC officers
atill are trying to communicate in bankers and brokers lingo.

We, the Non-Institutional Committee for New York City Note and Bopd Holders
pgain held out to MAC just as we did last Friday the opportunity for a Joint effort
40 inform note holders. In that regard we offgred MAC the possibility fior conducting
gseninars several times a week, between 5 and TPM, for noteholders who coudd in small
groups at acheduled sessions go into the note and MAC problems in real depbh. We
suggested the use of the offices of the Civil Service Ret ired Employees Association
at 267 Broadway, Just >pposite City Hall which Herbert Bauch, Secretary-Treasurer of
that organization, who addressed our June 16th meeting offered freee 0¥ charge. 1
certainly would prefer that tp paying Pace $100.00 a day or evening which is their
charge. I suggested to MAC board that only & neutral setiing would assure notehniders
that they veren't being subjected to high pressure from MAC officers and lawyers. It
is obvious that we are the only interested organization that can provide MAC with
the cooperation they need to assure noteholders that the only reasom for Bttending
seminars is to get objective facts on which each noteholder can form his or her own
Judgement on the merits of converaion. Sueh Judgement will be different in each case
and your chairman, vwhile atating that he still would not recommend blanket coaversion
step 10 our members nor counsel them to hold their notes indefinitely rather than
convert, will certainly welcome amended approach by MAC so that our committee's
hope that MAC will pick up conversion offers from large holders of NYC notes still is
held out to MAC as the only resl approach. Of course our thrust 1is principally for
the vagt majority of noteholders for whom our committee's offer to banks to plck up
our notes in return for Tﬁ% I year time savings certificates insured by FDIC offers
the best posaible alternative. At the same time those large holders and speculators
vwill appreciate that opening the avenue for MAC to teke $500 million off the back of
the note market will aldgo result in appreciating MAC bond ratinga. We wish them well
but their bleating about Moody's rating certainly doesn't begin to meet the need
for honest statements couched in language our noteholdexrs can understand, The lengthy
proaspectus, which it has been stated suggests a deliberate penalization of the those
note holders who did not go along with the MAC December 1975 converaion offer of 10
year term bomds. The current prospectas offers a third rate security at fifteen year
penalty terms.

As our statement on the reverrse of this shows we challengef the politicisns
to tge the pledge. This alone would galvanize the people who are doubters that MAC
underlying; backing for their bonds into accepting the state sales tax and caplta -aid
ag a long teym backing. Why should any peracn accept any politicilanes statementy like
Councilman Gerges made at our meeting unless that politician takes the pledge? It is
clear from the maneouvers of Mayor Beame, Governor Carey and the State Legislature as
well as the City Council and Board of Estimate that NYC and state auffers from &
lack, of credibifity. MAC is tarred with the same brush and no amount of high faluting
double talk blaming the market yating servicea will offset that lack of credibility.
Why don't they attack Standard and Poors whose President B rendsn Harriea stated
pubicly that until NYC notes are paid off <the city camnnot enter the market and he
estimated tbat would go on for twenty years. Suggestion was made at our meating that

MAC and EFCD get members of our c rmmittee on their bogrds inswed oOf bankel CelPrs el



NN —~ SO TT s T T oN AL o A, ST AT AT

fra/h

N}/C‘; No 7 & Q_zc(Q PowpD MNHeol. > e dC
Sorte oS~ ZPe YD s o) AL A XA Jeoay

OuUR MEETING HELD AT PACE UNIVERSITY YESTERDAY, JUNE 16, |976 wAS a SUCCESS IN

THAT IT BROUGHT TOGETHER FOR THE FIRST TIME IN PUBLIC MR, HERBERT ELISH OF MAC

THE MUNIGCIPAL ,ASSISTANCE CORPORATION AND H1S ASSISTANT JAMES KEEGAN AND THREE

LAWYERS FROM Pavt, Wei1s5s, RIFKIND, WHARTON AND GARRISON WHO ARE ATTORNEYS FOR

MAC,

ALL THESE GENTLEMEN PLUS ASSEMBLYMAN SCHUMER AND COUNCILMAN GERGES ATTEMPTED TGO
CLARIFY THE MANY QUESTIONS REGARDING THE CURRENT AND PAST MAC BOND CONVERSION
QFFERS. AND THE GENERAL HUESTION OF NYC SOLVENCY AND NOTE AND BOND SECURITY.

YOUR CHAIRMAN PUT FORTH THE COMMITTEE SUGGESTIONS T0 THE MAC OFFICIALS AND THE
POLITICIANS, OUR SUGGESTION IS THAT ONLY 1F EVERY COUNCIL MEMBER, EVERY ASSEMBLY
MEMBER AND SENATOR 0F THE STATE LEGISLATURE TOGETHER WITH THE MEWMBERS OF THE NYC
BOARD OF ESTIMATE AND THE MAYOR AND GOVERNOR. WOULD FURNISH MAC PGOSPECTUS W(ITH
SIGNED AND SWORN STATEMENT THAT EACH POLIT)ICIAN HOLDING OFFICE NOW WOULD ATTEST
THEIR INTENTION TO VOTE FOR CONTEINUATION OF DIVERSION OF THE CITY PORTION OF
STATE SALES TAX, PLUS THE STOCK TRANSFER TAX, PLUS THE PER CAPITA AlD, AS NOW
PROVICED FOR THE CUR..ENT FISCAL YEAR FOR EKCH AND EVELRY FUTURE FISCAL YEAR WHILE
THERE ARE MAC BONDS OUTSTANDING WOULD YOUR COMMITTEL THE NON=[INSTITUTIONAL

COMMI TTEE FOR NYZ NOTE AND DOND HOLDERS FEEL FURTHER CONVERSION OF THEIR NOTES
To MAC BONDS COULD BE ENDORSED. FURTHER OF COURSE EABH SUCH POLITICAL FIGURE WOUWLD
ATTEST TO THEIR CONTINUING THEYR ATTESTATION OURING THEIR FUTURE TERMS IN ANY
OFFICE UNDER THE CETY OR STATE GOVERNMENT AND FURTHLR THAT THEY WOULD USE THEIR
BEST EFFORYY 7O PERSUADf ANY NEW MEMBERS OF THE CITY AND STATE GOVERNMENT TAKING
OBFICE HEREAFTER TO SIMJLARLY CONTINUE THE DIVERSION OF THE THREE MENTI@NED

BACK UP SOURGES FOR WMAC BOND PRINCIPAL A® WLLL AS INTEREST AND |F NEED BE DIVERT
OTHER REVENUES SUCH A5 THOSE RECEIVED FROM FEPERAL REVCENUE SHARING WHETHER 8LOC
OR GRANT AID TO SUPPLEMENT THE THREE SQURCEY WNAMED ABOVE IF THESE SHOULD PROVE
DEFICIENT BY REASON OF DECREASED SALES TAX MEVINUES, OR TRANSFER TAXES OR STATE
PER CAPITA AlD.

YOUR COMMITTEE CHAVRMAN STRESSED AT THE MEETING THAT ONLY WITH SUCH SIGNED
STATEMENTS couLD MAC EXPECT TO GET INDIVIDUAL HOLDERS TO CONVERT NOTES TO MAC BONDS
[T 1S TIME FOR THE POLITICIANS TO STOP TALKING GOOD INTENTIONS AND SI1GN ON THE
DOTTED LINEs WE HAVE CONSULTER ATTORNEYS WHO DO NOT FEEL THAT THERE IS ANY
CONSTITUTIONAL BARRIER TO SUCH A SIONEP STATEMENT WHICH OF COURSE DOES NOVT BIND

THE STATE T0 MORE THAN A YERR AT A TIME APPROPRIATION OF REVENUES BUT SIGNIFIES
THAT THE PUBLIC CAN HAVE THE SWORN STATEMENT OF LEGISLATIVE AND EXECUTIVE INTENT

50 THAT THEY CAN FORM THEJR OWN JUDGEMENT ON THE WORTH OF MAC STATEMENTS WHECH

ARE NOW JUST PIOUS HOPES AS 15 CLEARLY SET FORTH IN THE MAC PROSPECTUSES,

BEYOND THAT YOUR CHAIRMAN SUGGESTED TO THLE UNDERWRITING BANKS WHO ARE GRAVELY
IN DANGER OF HAVING THE BURTON ABRAMS FRAUD ACTION IN FEBDERAL _OURTS HOLODING

THEM LI1ABLE FOR DAMAGES TO EVERY NOTE ANU BOND HOLDER THAT THE BANKS AND UNDER-
WRITERS SOLD THE DEFAULTED NYC NOTES OR BONDS TO, PLUS THE ONGOMONG SEC INVESTIGATION
THAT:

THE BANKS SHOULD EXCHANGE OUR NOTES, AT rULL FAGE VALUE, FOR FOUR YEAR TIME
SAVINGS DEPOSITS, WHECH BEAR INTEREST AT T4% PER YLAR AND WOULD BE INSURED BY THE
FEDERAL DEPOSIT [NSURANCE CORPORATION, FDIC, UUST AS EVERYSAVINGS ACCOUNT WHETHER (8
COMMERCIAL OR SAVINGS BANKS, 15 INSURED, THAT WOULD GET THE BANKS OFF THE HOOK
WHILE ASSURING INDIVIDUAL NOTE HOLDERS OF LIQUIDITY WHICH IS5 THE PRIME OBJECTIVE,

WE ARE SURE THAT MOST WILL BE GLAD TO KEEP THEIR TIME ACCOUNTS TC MATURITY SINCE
THEY ARE ASSURED OF ABJLITY TO OBTAILN FUNDS IN CASE OF EMERGLNCY,

OUR LAST SUGGESTION TOo MAC WAS FOR EXTENSION OF THE JuneE 24, 1976 DEADLINE.

ON JuNe (7, 1976 WE ARE CONDUCTING A SEMINAR IN GO
FrROM |0 AM To 2PM 0" LATER IF NEED BE FOR THOSE

OF THIS SEMINAR wAS MADE TO ALL FCR |
SONS WHO TELEPHONED iRk, A
_BECAUSE THEY DI0 NOT ATTEND OuURr + DANON 08 ouR oFFIcE

WEDNESDAY MEETING, THE PRINTE
ENATOR PROXMIRE_AN \ ) INTEQ STATEMENTS OF
§o ANYONE RELICSTINE QSEﬁFEﬁfffga”géﬁg'S@évFH B¥TuAd RYK YEETING WOLL BE MAILED

MATL
. @Broerare. ) Wﬁ.ﬁ

NJUNCTEON WITH MAC OFFiCLALS
IN ATTENDANCE. TELEPHONE ADBVICGE



NON - INSTITUTIONAL COMMITTEE
FOR NEW YORK CITY NOTE & BOND HOLDERS

212 EAST BROADWAY, NEW YORK, NEW YORK 10002

June 23, 1976

Hom. Willisam Proocmire, Chairmmn
U. 8. Benate Commitiee on Banking, etc
S Washingtom, D.C. 20510

X

l .,  Deax Senmtor Proxmire:

Thank you for your letter of
o / April 23, 1976 sdvising that you were having my

/ é’// statemsnt to your committee hearings on Ovarsight of
New York City Sessomal Fimancing Act printed in full

—7 in the record of hearings on April 1 and 2, 1976.

in the recoxrd amd we reprinted the title page with table of contents together with
your letter and my statement as indicated in the snclosed material which we circulated
in a public meeting held in New York City on Jume 16, 1976.

Events following that oeetimg occurred with such startling speed that the
also enclosed letter to our members prepared immediately after our meeting seems out-
dated at the moment. We will send you further materisl whiah is now being prepared
and the writer trusts that ths bhasty typing done without secretarial assistance will
not deter thoss comcerned from reviewing the suggestions ve make most carefully. A
copy of this letter is beimg sent today to Jemes Keegan of The Mumicipal Assistance
Corporation of New York since the fellowing request affects them as wvell ss averyone,

I read in the Nev York Times and Wall Street Journal issuss of the past
three days that first MAC followed our demand that the deadline for the current coaver-
sion offer to NYC moteholders be extendsd. See our statemsnt enclosed to prove this.
Secomd, the story planted by MAC in The Times on June 22nd attemptimg to explain the
MAC offer fimsco sixplq doss not accopd with the true situation. The fiasco was not
due to Moddy rerating but simply to MAC's lack of credibility smcmg noteholders and
the general public. .

In that connection you will note our comcern that this lack of credibility
prevents MAC success vith even the fraetion of moteholders tbat they might prevaeil
uwpon to accept conversiom. Our owvm two pronged sffort to help MAC by getting banks who
stuck us notenolders with the NYC crap origimelly to take in notes at ful) face value
im return for 4 year time deposit certificates needs more widespread communication. Im
that regard ve note thet Georgs Gould of MAC is scheduled to appear before Congressiocmal
hearing this veek to set forth the lame story thmt they planed in the newspapers. 1
hepe you and the other Senators will not buy his story Just as you didn't buy the tales
told by the politiecisns and the union 'leaders recently. In that comnection I would like
to sppear persomally or by statemeat added to the record refute those statements of
Mr. Gould or others on MAC bebalf which 4o mot mccord with actual facts. Also we want
to bring out to you directly that ve would certainly opposs the present efforts of the
cemmercial banks to change Reguiation Q to allow them to pay the same rate of interest
on savings accounts as the savings banks., We might change that opposition if the banks

were to take our suggestion to convert our notes to time deposit certificates. Flease
advise what you think of oud suggesticns which we are gping ahead with full steam,

James Keegan, Esq. Municippl Assistance Corporation, New York City June 24, 1976
Dear Mr, Keegan:

Today Thursdayis the time when you were scheduled to return to you
office, according to the young lady who answered my telephone ciall to you and Mr.
Elish last Tuesday, June 22, 1976.

That young ladygt obviously a most understanding and efficient
assistant, had opportunity to make clear that my members reports that the telephone
advices from your office on June 17th Inviting them to attend the seminar we jointly
feld on June 18 at Pace College were due to the regretful selective attention
exclted and wooried people give to verbal communications. Otherwise there would
rever be differ ences in witnesses testimony. [ was in New England this week
preparing for our feormal offer to commercials banks. Let the New York ones wonder
why we choose to make suggestions to Boston and California banks first. Enclosed
letter to Senator Proxmire and also enclosed statements will show ou r hands. 1
repeat we want MA Cto succeed despite itself and our press releases we held up
til now will mkke our thoughts clear. W2 hope you will pick up our still logical
joint effort seminars,

Sinchrely. Martin Aaron






