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STAFF MEMORANDUM

BACKGROUND

Pursuant to Section 6.19(b) of the Agreement to Guarantee,
executed last November as part of the City's four year financing
program, the Municipal Assistance Corporation for the City of
New York (MAC) and the City were required to provide for the
disposition of approximately $1 billion of bond anticipation notes
(BANs) then held by MAC. That requirement has been satisfied
through a series of agreements that have been submitted for Control
Board review and approval,

The first such agreement, dated as of March 30, 1979, provided
for the issuance by the City of $20 million principal amount of
general obligation serial bonds in exchange for a like principal
amount of BANs. In addition to satisfying, in part, the requirements
of the Agreement to Guarantee, this transaction also fulfilled
certain requirements of the Bond Purchase Agreement that had been
signed by MAC in connection with the financing program. The bonds
issued under this agreement bear interest at a rate of 8% per annum
and will be paid in installments over a period ending October 1,
2002. The agreement was formally submitted to the Control Board
on March 29, 1979 together with modification No. 79~6 to the Financial
Plan, reflecting the igssuance of the $20 million of bonds. On
March 30, the Control Board approved the Financial Plan modification,
the agreement and the issuance 0f the bonds.
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A related agreement, dealing with the remaining BANs held
by MAC, was also formally submitted to the Control Board on
March 29. Under the related agreement, an additional $621.2
million of BANs were to be exchanged for a like principal amount of
City bonds, $27.3 million of the BANs were to be redeemed during the
current fiscal year and the remaining $345.3 million of BANs held
by MAC were to be redeemed over a ten year period pursuant to a
schedule contained in the agreement. The agreement noted that new
legislation was required in order to implement the ten year re-—
demption schedule and provided that the agreement was to become
null and void unless the necessary legislation was enacted by
May 1, 1979. The submission to the Control Board included proposed
Financial Plan Modification No. 79-7, which was intended to reflect
the transactions contemplated by the agreement.

This submission was not formally considered by the Control
Board, pending a decision by the City as to whether it would
attempt to obtain the necessary State legislation. New legislation
was not sought and, by May 1, it again became necessary for the
City and MAC to consider how they would dispose of the remaining
$993,.81 million of BANs held by MAC. On May 14, 1979 the City
formally presented to the Control Board a new submission dealing
with this issue.

THE MAY 14 SUBMISSION

The May 14 submission formally withdraws from Control Board
consideration the agreement and Financial Plan modification that
had been pending since March 30. In place of those documents, the
submission presents a new agreement between MAC and the City (the
"Exchange Agreement"), and a revised Modification No. 79-7,
reflecting the transactions contemplated by the Exchange Agreement.
The submission requests Control Board approval of the Modification,
the Exchange Agreement and the issuance of bonds in accordance with
the terms of the Exchange Agreement.

The Exchange Agreement prbvides for the disposition ©of the
remaining $993.81 of BANs held by MAC as follows:

—- $654.65 million of BANs are to be exchanged by MAC
for a like principal amount of general obligation
serial bonds issued by the City (the "Exchange
Bonds"). The Exchange Bonds will bear interest at
8% per annum and will be pald over a twenty-eight
year term ending September 15, 2007. However, during
their entire term the Exchange Bonds are subject to
call by the City on 30 days notice.

- $189.16 million of BANs are to be redeemed by the
City in three installments. The first payment,
consisting of $52.575 million in principal together






