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Preliminary Outline of FCB Staff Feport

On FY1980-83 NYC Financial Plan

I. 3Introduction and Summary of Findings

A. Purpose of Plan Review

"1l. Summarize (and/or quote) 1978 FEA amendments
: preamble, :

2. Summéry of components or Plan.
3. Summary of Section 8 standards.

B. Uniqueness of Process and Consequences Thereof

1l. NKYC as only major government entity in US
subject to mandatory multi~year planning & review
process ~ inherent uncertainties in long-
range planning, need to preserve flexibility

to react to changing circumstances within
constraints of plan, etc.

2. Exercising of controls and supervision
in a manner intended to preserve ability
of City officials to determine programs
and priorities. .

3. Other.

C. Summary of Proposed Plan

1. Word/wabular Summary

2. Note that Plan under review is first complete
beginning-of~fiscal-year submission under
amended Act.
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Summary of Findings

1. Conservative/Prudent Revenue.
2. Reasonable baseline expenditure projection.

3. Consistent relationship between revenue
and expenditure assumptions.

4. Gap-closers' reasonable.

5. Cash flow reasonable, within resources.
Something on ¥Y1983 financing problem.

6. More than reasonable basis for capital
commitments, expenditures.

7.  However - complex/ambitious, effect on
revenue base, salary uncertalnty, sensitivity
to recession (using City's 2/14/79 Plan
revenues), Federal revenue sharing problem,

8. BSo:
a. conditions that would require FCB to
make City implement PEG in the third/
fourth quarter. o

b. milestoning as integral part of approval.

c. deadlines for cleaning up capital
" estimating.

d. other.

Findings and Recommendations

Summary of Plan.

B. Comparison of relevant years

with prior approved

Plans.




2, Changes in expenditure baselines.

3. Changes in PEG

a.

b.

1980 Implementation

1981, 1982 -

(i) - gross amounts, after

discounting for 1980 )
implementation, are lower.

(ii). "quality" of PEG recommen-

dations.is better.

C. GCeneral discussion and review with recommendation

for approval

D. Specific (For all 4 years, with necessary exceptions)

‘1. Revenues are C/P

2. Own Sources .

(i) .

(i1).

Comparison of revenue projections
and underlying assumptions with (a)

past years (b) relevant economic
factors :

Potential ups and downs includin
0sDC's (as judged correct) -
primarily methodological, with
enough FCB changes in underlying
assumptions as may proved necessary
to show revenues are not only
reasonable but also conservative
(making clear this distinction which
was lost in 2/14/79 Plan report)

Ups and downs to be discounted by

broad-band probability factors (25%,
50%, 75%).

g



b. Intragovernmental sources

(i); Comparison with (a) past years
(b) Available Federal and State
projection.

(ii). As in D-la.

c. 1983 Fiﬁancing - ‘some addressing of issue. .

Baseline expenditure projections are c/p.

a.” As in'D~1a5~J‘

b. Mention of whatever FCB had City do between
" original plan and adjusted plan to solve
problems, . :

Revenue and expenditure projections are not

negatively inconsistent.

a. Useful degression on FY1978-9-80 actual and
projected experience. Revenue base signi-
ficantly responsive to inflation, while
expenditure base benefits from (apparently)
population related workload decreases
(education; etc); “fortuituous” welfare,
debt service, pensions development; and
PS expenditures (adjusted for employee .
levels) in relation to City PI, Cons. Price
Index were favorable [indirect way of saying
wage settlement now looks good].

b. Examination of FY1981-83 R/E assumptions
relationship with cautionary words (if justified).

GAP closers are reasonable.

&. More detail, acceleration, less to be closed.



b. Reductions contemplated would not bring
spending in relation to (as-~yet-undetermined)
indicators like national average employees
per population, expenditures per population
below natiocnal (a comparable other city
levels), so not necessarily mean cuts will
impact quality and guantity of services
which would adversely impact long range
econonic development efforts and ultimately
revenue- base.

c. State/Federal aid discussion.

3. Reasonable comfort on wage settlement.

1. As in 2/14/79 Plan report - conservative
r/e assumptiohs, nonrecurring revenues,
offset potential wage costs, and ultimate
backstop of FCB approval. '

- BE. However

1. Realistic preponderance of negative uncertainty.

2. Economic uncertainty (may be even price control
uncertainty).

3. Federal action (especially if Federal Reserve

Sharing to State is cut) nay adversely impact
City.

4. Other.

F. So (Subject to great change).

1. Standards for speed-up of implementation, especially
since question of achievability has risen ~ build
on "smoother transition" rationale of 2/14 report.



2. Milestoning an integral part of finding ¢
- reasonableness.

3. Continuation of planning speed-up (early PEG)
in 1981 E.B., but with possibility of relief
by 1982, (Option: drop if gets FCB too much
in middle of CB process).

4.  Other,
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TIT. Review of’ 1980 plan

A. Summary of Plan

B. Review of Revenue Assumptions

l. Detailed description of assumptions -
from FCB-R1 with appropriate comments,
State/National assumptions.

2. Comparison with prior years and relevant
economic factors. :

3. Detail on ups'and_downs ~ See D-la,

C. Review of Expenditure Assumptions

1. As in B(2)and (3) above. Also encumbrance
underspending discussion. ‘

D. Consistency of R & E.

l. Comparison

2. Sensitivity of each to potential economic
and other factors.

E. Accounting Issues

F. Covered Organizations
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G. Summary and Recommendations

1. "Risk Summary”
2. Recommendations, including milestoning.

IV. Review of 1981 Plan

A,B,C,D — Baseline as above in III.

E. Gap-Closing Program

‘1. Overview, as in II D-1 and 2.

2. Particular caution on June 15.
"Hospital Closing"” plan, -~ short
time for review, many difficulties.

3. Continuvally cutting margin (references
back to budget-balancing in 1980 by
increased revenues).

4. PYPederal/State Aid Discussion -~

a&. Baseline review noting increased
conservatism (flat State education,
low revenue sharing)

b. Usual "technical problems" T

¢. Federal/State Budget problems,
with special consideration of
Federal budget-balancing and
possible State loss of revenue
sharing.

5. Standards for early start (if PEQ programs
lend themselves to early start), based
on 2, 3, and 4(c).



F. Accounting Issues.

G. Covered Organizations.

1. HHC (may be separate report)
2. ‘TA (may be separate report)
3. COther.

-H;. Wagé Summary

1. Maintain the balance of "considerations"
in 2/14 report, but alsoc clarify conser-
vatism of baseline estimates and backstop
~of "ultimate approval” power. '

I. Summary and REocmmendations

1. Standards for speed—-up implementation (see
IZ(F)). '

V. Review of 1982-83 Plans

For Baseline, A,B,C,D as above in IV.

E. Gap-Closing Plans

1. Overview, as in IV(E).

2. State/Federal Aid, if warranted.



3. Comparisons with 2.14 - standards of
early start, details of allocation,
reduction in allocation.

4. Risks; cut-to-baseline standards, serious
revenue base risks, lack of demonstration

that 1980 reallocation-of-resources/backfill
strategy works.

E. Wage Summarx

G. Summary of recommendations

'VI. Cash Flcw Plan_

. VIE. C&pitéi.Pfogrami
l. Summary and prior plan comparisons.
2. - Discussion of methodology and problems.

3. Revised submission target date.
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THE CiTy oF NEW YORK
OFFICE OF THE MAYOR
NeEw York, N.Y. 1c007

August 30, 1979

Honorable G. William Miller
Secretary of the Treasury
Main Treasury Building
Washington, D.C. 20220

Dear Secretary Miller:

The Four-Year Financing Plan currently contemplates
that the Municipal Assistance Corporation (MAC) will sell
$1,037 million of long-term securities in fiscal year 1980,
the proceeds of which are to be used for the funding of
capitalized expense items ($285 million), refunding of MAC
bonds ($390 million), MAC capital reserve and guarantee
reserve funds ($130 million), and capital improvements ($232
million). The City recently estimated that its operations
for FY 1979 which are currently being audited will result in
a statutory surplus of approximately $200 million which will
generate higher than anticipated cash balances during FY 1980.
We propose to utilize approximately $100 million of this
additional cash to modify the uses of these proceeds by reducing
the amount sold for capitalized expenditures by $100 million
and increasing refunding by $100 million. Hence, MAC will bond
only $185 million for capitalized expenditures and increase to
$490 million bonding for refunding purposes in FY 1980.

The proposed shift in the use of proceeds will not
affect the total size of the $4.5 billion financing plan
($2.3 billion of which will be for capital) or the commitments
of the parties to the plan to purchase the full amount of City
and MAC securities, including the $1.4 billion scheduled for
fiscal year 1980. It will not affect the use of proceeds for
the takedown scheduled August 30, 1979. The $4.5 billion
financing plan as submitted to Congress was similarly modified
during the summer of 1978 before the Guarantee Act became
law when $100 million of proceeds targeted to repay a portion
of the State advance was switched to refunding uses.

In the City's view, the additional MAC refunding is a
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Hon. G. William Miller August 30, 1979
Page 2.

more compelling financing need than bonding capitalized
expenses since:

1. Using long-term MAC bonds for refunding, rather
than for capitalized expenses, will improve the City's
budget structure by reducing the increasingly heavy annual
burden of MAC debt service costs in the 1980's while not
increasing the amount of outstanding debt.

2. Reducing the amount of bonds sold for capitalized
expenditures should be seen as a positive development by the
financial community, which has been critical of the practice
of issuing long-term debt to finance current operating
expenditures.

The Four-Year, $4.5 billion dollar financing plan was
formulated and carefully negotiated to provide the City
adequate funds to finance its capital needs and stimulate the

. City's own reentry into the public credit market. The Federal

guarantee program was perceived by both purchasers and sellers
of City or City-related debt obligations as essential to their
commitments. The 1980 Borrowing Schedule that was issued on
June 29, 1979 in accordance with the Agreement to Guarantee
proposes an orderly distribution of the $1,037 million throughout
the City's fiscal year to ensure the availability of the MAC
public financing over the year at the lowest possible rates.
If the $100 million cash surplus were used to reduce the
upcoming Federal Guarantees, the participants, including the
private parties as well as the public market, would view this
as a substantial unfavorable change in the financing plan.
Maintaining the integrity of the financing plan and adherence
to the original financing schedule, combined with the City's
continued fiscal progress, should stimulate investor confidence
in City securities and improve the likelihood of the City's
success in moving to full public market access. The orderly
consummation of the planned 1980 financings, a rational credit
program already agreed to in principle by all participants, is
the best assurance that true "credit elsewhere" will be
available to the City; any attempt to renegotiate these
financing commitments can be expected to have the opposite
aeffect.

You are of course aware that this week's issuance of
$100 million of Federally guaranteed bonds was originally.
scheduled to take place in June 1979. The City requested
the postponement because it was warranted by the City's capital
spending rate. I would like to assure you that the Federal
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Page 3.

guarantees scheduled for the remainder of the year will

not be requested unless I believe they are warranted by

the City's capital spending rate and, therefore, are truly
necessary to meet the City's financing needs and to achieve
the goal of long~term financial stability and independence

for New York City. At this time, I continue to believe,

as I have since taking office in January 1978, that the
Federal guarantees are the cornerstone of the City's Financial
Plan. Thank you for your continued cooperation.

Vezég%;ulx\zgifs,

Edward I. Koch
Mayor

cc: Harrison J. Goldin



MUNICIPAL ASSISTANCE CORPORATION
For The City of New York

FFiscal Year 1979
MAC Second Resoclution Bonds

DATE OF PURCHASE:

SECURITY :

FIRST PRINCIPAL PAYMENT (ox
SINKING FPUND INSTALLMENT) : July 1, 1981%

PINAL MATURITY : July 1, 2007%%

AVERAGE LII'E: 17.28 years from 07/01/78

COUPON : Estimated at 7.50%
Fiscal
Year Principal Interest Total
1979 2,500,000 2,500,000
19890 8,062,500 9,062,500
1981 9,375,000 9,375,000
1982 3,000,000 9,262,500 12,262,500
1983 3,079,000 9,034,537 12,113,537
1984 3,158,000 8,800,650 11,958,650
1985 3,237,000 8,560,857 11,797,837
1986 3,316,000 8,315,100 11,631,100
1987 3,395,000 8,063,437 11,458,437
1988 3,474,000 7,805,850 11,279,850
1989 3,553,000 7,542,337 11,095,337
1990 3,632,000 7,272,900 10,904,900
1991 3,711,000 6,997,537 10,708,537
1992 3,789,000 6,716,287 10,505,287
1993 3,868,000 6,429,150 10,297,150
1994 5,789,000 6,067,012 11,856,012
1995 ©,014,000 5,623,400 11,638,400
1996 6,252,000 5,164,387 11,416,387
1997 6,503,000 4,686,000 11,18%,000
1998 6,769,000 4,188,262 10,957,262
1999 7,048,000 3,670,125 10,718,125
2000 7,343,000 3,130,462 10,473,462
2001 7,656,000 2,568,000 10,224,000
2002 3,408,000 2,153,000 5,561,100
2003 3,682,000 1,887,225 5,572,225
2004 3,976,000 1,600,050 5,576,050
2005 4,294,000 1,289,925 5,583,925
2006 4,638,000 954,975 5,592,975
2007 5,008,000 593,250 5,601,250
2008 5,408,000 202,650 6,610,650
125,000,000 159,518,449 284,518,449
NOTES

¥ JFiscal Year 1982
** Piscal Year 2008



MUNICIPATL, ASSESTANCE CORPORATION
For The City of New York

DATE OF PURCHASE: Fiscal Year 1980
SECURITY: MAC Second Resolution Bonds
I'TRST PRINCIPAL PAYMENT (or
SINKING FUND INSTALLMENT) : July 1, 1982%*
FPINAL MATURITY : July 1, 2007*%
AVERAGE I,IFLE: 16.88 vyears from 07/0L/79
COUPON : To he determincad
Fiscal
Year Pringipal
1979
1983 3,000,000
1984 3,079,000
1985 3,158,000
1986 3,237,000
1987 3,316,000
1983 3,395,000
1989 3,474,000
1990 3,553,000
1991 3,632,000
1992 3,711,000
1993 3,789,000
1994 5,710,000
1995 5,935,000
1996 6,173,000
1997 . 6,424,000
1998 6,690,000
1999 6,969,000
2000 7,264,000
2001 7,577,000
2002 7,908,000
2003 3,682,000
2004 3,976,000
2005 4,294,000
2006 4,638,000
2007 5,008,000
2008 ‘ 5,408,000

125,000,000

NOTES :
* Pigcal Year 1983
** Figcal Year 2008



MUNTCIPAL ASSTISTANCE CORPORATION
For The City of New York

DATE OF PURCHASE: "igcal Year 1981
SECURITY : MAC Second Resolution Bonds
FIRST PRINCIPAL PAYMENT {or
STNKING FUND INSTALLMENT) : July 1, 1983#*
FINAL, MATURITY : July 1, 2007*%*
AVERAGE TIFE: 15.80 years from 07/01/80
COUPCON: To be determined

Fiscal

Year Principal

1979

1984 4,400,000

1985 4,504,000

1986 , 4,605,000

1987 4,708,000

1988 4,811,000

1989 4,913,000

19350 5,016,000

1991 5,118,000

1992 5,221,000

1993 5,324,000

1994 5,425,000

1995 5,529,000

1996 5,632,000

1997 5,734,000

1998 5,837,000

1999 5,939,000

2000 6,042,000

2001 6,14%,000

2002 6,247,000

2003 5,350,000

2004 3,400,000

2005 3,450,000

2006 3,500,000

2007 3,550,000

2008 3,600,000

125,000,000

¥ TIiscal Year 1984
*k Pigeal Year 2008



MUNICIPAL ASSTSWANCE CORPORATION
For The City of New York

DATE QF PURCHASH: ' Figecal Year 1982
SECURITY: MAC Second Rescolution Bonds
FIRST PRINCIPAIL PAYMENT {or
SINKING FUND INSTALTMENT) : July 1, 198a+*
FINAL MATURITY: July 1, 2007*%#
AVERAGE T.TFE: 18.45 vyears from 07/01/81
COUPON : To he determined

igcal

Year Principal

1979

1985 1,667,000

1986 1,703,000

1987 1,739,000

1988 1,775,000

1989 1,812,000

1990 1,848,000

1991 1,884,000

1992 1,920,000

1993 1,957,000

1994 4,755,000

1995 5,012,000

1996 5,287,000

1997 5,581,000

1998 5,896,000

1999 6,233,000

2000 6,593,000

2001 6,980,000

2002 7,396,000

2003 7,841,000

2004 8,318,000

2005 8,831,000

2006 9,384,000

2007 9,976,000

2008 10,612,000

125,000,000
NCTES :
* TFiscal Year 1985
k% Piscal Year 2008



MUNICIPATL, ASSISTANCE CORPORATION
For Yhe City of New York

DATE OFF PURCHASE: summary of T'Ws 1979-82
SECURITY: MAC second Resolution Bonds
FIRST PRINCIPATL PAYMENT (or
SINKING TUND INSTALLMENT) : July 1, 1981%*
PINAL MATURITY : July 1, 2007%%*
AVERAGE LIFE: 15.60 years from 07/01/81
COUPON: To be determined
Fiscal _
Year Principal
1979
1982 3,000,000
1983 6,079,000
1984 10,637,000
1985 ) 12,565,000
1986 12,861,000
1987 13,158,000
1988 13,455,000
1989 13,752,000
- 1990 14,049,000
1991 14,345,000
1992 14,641,000
1993 14,938,000
1994 ‘ 21,680,000
1995 22,490,000
1996 23,346,000
1997 24,240,000
1998 25,192,000
1999 26,189,000
2000 27,242,000
2001 28,358,000
2002 24,959,000
2003 21,555,000
2004 19,670,000
2005 ' 20,869,000
2006 22,160,000
2007 23,542,000
2008 25,028,000

500,000,000
NOTES -
¥ Tlgeal Year 1982
*¥* Piscal Year 2008



Date.

To:

From.

MEMOi...NDUM

May 9, 1979 MUNICIPAL
ASSISTANCE
CORPORATION

Robert F. Vagt
‘ FOR THE CITY
Andrew De erAﬁ OF NEW YORK

MAC Economic Debt Issuance Capacity

Under State law MAC may issue up to $8.8 billion of bonds
excluding refunding obligations and short term notes. After
the issuance of the Series 15 bonds, MAC will have issued
approximately $6.567 billion for purposes of the statutory
limitation. Under the Debt Issuance Plan MAC is scheduled
to issue an additional $1.9 billion of debt which includes
$600 million of refunding obligations. After completion

of the Debt Issuance Plan in fiscal vear 1982, MAC will

have issued $7.866 billion for purposes of the statutory
limitation.

Upon completion of the Debt issuance Plan, MAC will still

have considerable economic capacity to support additional
debt issuance. (l) After fiscal year 1982 MAC will have
outstanding $2.9 billion First Resolution Bonds and $4.2
billion Second Resolution Bonds. Peak debt service in

each case will be approximately $386 million and $539 million,
respectively. This implies that between $400 million and

5480 million First Resolution Bonds could be issued under

the $425 million debt service cap. (2) Assuming revenues
available for Second Resolution purposes remain constant
($1,367 million Sales and Stock Transfer plus $427 million
Per Capita Aid less $425 million maximum annual debt service
on First Resolution Bonds) implies that between $1.5 billion
and $1.8 billion of Second Resolution Bonds could be sold.

To the extent that the interest rate on bonds sold is lower
than the very conservative 8% assumed, the amounts of economic
capacity rise sharply.

MAC has agreed that it will not exceed $8.8 billion of bonds
outstanding under the First and Second Resolutions. After
fiscal year 1982 there would be approximately $1.7 billion
of room remaining under this outstanding test. This may
affect the amount that MAC could issue in the future.

(1)
Additional debt issuances after June 30, 1982 other than
for refunding would require new legislation.

(2)
The lower limit is calculated using 25 year level debt
service at 8% while the higher limit is calculated assuming

amortization of principal after peak debt service years at
8%.
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After Financings

173*

(344)

(821)

(691)

(1,292)

(1,741)

(1,326)

(1,777}

(2,049)

(1,735}

(1,944)

(1,144)

173

116

134

434

233

i34

699

455

283

247

188

388

lotal 3orrowings which are outstanding

at the End of Fiscal Year

'79

* Numbers received from MAC
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Long-Term
Ameount Scurces

300 Fin., Inst.
_ Pen. Funds

325 Fin. Inst.
‘ Pen. Funds

200 Public MAC
Sale
100 Guaranteed

207 Public MAC

Sale
100 Guaranteed
150 Guaranteed
150 Guaranteed

Short-Term

Amount Sources
160 Pension ¥Funds
170 Pension Funds
170 Pension Funds
200 Fin. Inst. &

Auction
250 Fin. Inst. &
Auction
150 Fin. Inst. &
Auction
(500) Pensgion Funds
Repaid
{600} Fin. Inst. &

Public Repaid
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ASSUMPTIONS FY 1980-98 D.§. ESTIMATES

Issuanceg:

FY 1979 - § 50 M Federally Guaranteed 6/79  9,5%

FY 1980 -~ $100 M TFederally Guaranteed 8/7¢9 9.5%
$125 M " " 10/79 9.5%
§125 M " " 12/79 9.5%
$107 M Mirror Bonds 3/80 8,25%
5125 M Mirror Bonds 6/80 8.25%
FY 1981 - §$300 M Public All Second Half 9.0%
of Year

5387 M Mirror Bonds All Tirst Half 8.0%
of Year

For 1982-98 All City Issuances are assumed to be split
evenly in First and Second Half of Year,

FYy 1982 - 8650 M Public : 8.75%
$ 99 M Mirror Bonds 8.0%

FYy 1983 - $900 M Public 8.50%
FY 1984 $950 M Public 8.25%
Fy 1985 51,000 M

TY 1986 51,050 M

FY 1987 $1,100 M

¥Y 1988 §1,150 M

Y 1989 -

1998 $1,200 M 8.0%

*Schedules do not include Debt. Service on BAN's not bonded
@ 3/30/79 agd 5/15/7%
Total amount- borrowed in FY 79 is comprised of:

Issued:

$ 105.995 8/78 a
200.000 11/78 Fed. Guar.
150.000 2/79 " "

200,000 3/79 Ban Bond
654,650 5/79 Ban Bond

51,130,645 Total Tssued
... 50.000 To Be Issued 6/79
$1,180.645

Debt Service estimates do not make any provision for refunding
of federally guaranteed debt which is required beginning in FY 1983.
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NEW YORK STATE SECURITIES COORDINATING COMMITTEE
WORKSHEET FOR BORROWING SCHEDULE FOR APRIL-JUNE 1979

April May Thereafter’
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; |
4779 | 57,740 Public | 39,370 Public
; 16,615 B-(
E 13,000 Keeler |
| ?
5/79 | 45,370 B0 6,850 B-0 .
[ 4,135 Baptist' 9,275 Clinton 55,265 Bonds | 24,215 - Publi
6,130 Regina
1
6/79 34,150 Public
5,895 B-0 6,075 Public
5,120 Meadow }
Manor !
!
7/79 9,325 B-0 870 B-0 48,770 Public E
§
’i ! |
8/79 3,000 B-0 3,445 B-0 | : 35,900 Publi
g 164,500 Bonds
§ ! ;
b H {
9/79 {9,885 B-0 6,900 Public |
‘ |
10/79 3,000 Public | 7,860 Public |
! .
3 ;
3
11/79 86,965 Public {
75,000 Bonds g
| 5
| ; %
12/79 } 2,000 Public [ 63,885 Public | 31,345 Public | 1,395 B-0 |
3,650 B-0 | i
i ; !
|
1/80 ; i i
| "‘ i f ;
- [ i ; z
2/80 | 23,580 Public | i ]
? | ; §
| i ;
3/80 | 23,000 Public §
% 80,000 Bonds | ’
. i ; :
W's 65,695 321,390 {116,090 11,395, 39,370 L 60,115
INDS 110,265 27,395 '155,000 ; '\ 55,265 ¢ 164,500
; § i i ¢
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Client
New York University
Erie Community College
Montefilore Hospital
CUNY-Community Colleges
Jewlsh Guild For The Blind
SUNY-Community Colleges
Nassau Hosgpital

Columbia University -

oo Pem \orne, -

DORMITORY AUTHORITY
FINANCING SCHEDULE

Amount
(Millions)

523,90
16.0
5.8
90.0
8.0
10.0
16.0

25.0

Type
Collateralized
Revenue
Revenue
Revenue
Collateralized
Revenue
Collateralized

Collateralized

Method

Public
Public
Public
Publice
Negotiated
Public
Public

Public

April-June Quarter

Sale Date

4/26/79
5/1/79

5/15/79
5/29/79
6/5/79

6/14/79
6/26/79

7/11/79



Coaorw ¥ adenia
FINANCING NEW YORK CITY OVER NEXT FOUR FLSCAL YEARS
(FISCAL 1979-82)

ASSUMPTLONS

1. That the City will adopt and live within balanced budpets
which can be audited according to generally accepted
governmental accounting standards.

2. That a credible long~term replacement for the EFCB is
agreed upon.

3. That the property tax is pledped to a trustee for the
benefit of outstanding and future New York City bondholders.

4. That the other fiscal reforms embraced by New York City
over the last three years be retained.

5. That the Federal and State governments continue to provide

present and hopefully increased levels-sf support to
New York City.

FINANCING THE HOLDOVER PROBLEMS TROM THE PAST

Requirements
FY79 ¥Y§0 FYgl FYg2 Totals
Expense ltems in capital budget 450MM  300MM  150MM =0~ 900MM
Debt service reserve fund 50MM 50MM 50MM  -0- 150MM

Unfunded $800MM accumulated
deflicit commonly referred to
as the State advance ~0- 150MM 250MM 400MM 800MM

Total holdover problenms 500MM  500MM  450MM 400MM 1,850MM

This $1.85 billion will have to be financed long-term by first
and second resolution MAC bonds. It 1s possible that this amount of
financing can be done in the public markets. The market for MAC bonds,
which is presently depressed (see attached chart), might recover if it were
only expected to handle $1.85 billion of MAC financing in the next four
fiscal years. Achieving this necessary new financing at reasonable rates
should have a higher priority than refunding outstanding MAC and maturing
New York City bonds. If the public market does not provide a rate that is
less than the rate paid on long-term U.S. Government Agency obligations of
a comparable maturity, MAC bonds could be sold to the New York State pension
funds with a Tederal guarantee that would run only to the benefit of the
New York State pension funds. This Federal guarantee would not be trans-
ferable to other investors.

vt —



A Federal puarantee Hmlted to MAC honds acqulred by New York

sState penston [unds would overcome two Lmportant delects In prlor proposals

Lor Federal puaranteces of Clty or MAC debt:

(a) The guarantee would not apply to bonds sold
to the publle, and therelfore the puaranteed
bond would net compete with the Treasury's
own 1ssues;

(b) The guarantee would apply only to bonds sold
to and held by the tax-exempt State pension
funds, thereby avoiding the inconsistency of
the Federal Covernment's guaranteeing a tax-—
excopt bond issued by someone else when the
Federal Government's own bonds are taxable.

FINANGCING THJE CAPITAL REQUIREMENTS OF NEW YORK CLTY

e

I'Yy79 FY80 FYgl 82 Totals
Capital Requirements 423MM  537MM 746MM 884MM  2,590MM
Sources

1. The New York Clty pension funds have a total of $1,075MM of
NYC and MAC bonds maturing in FY79 (270MM); FYS80 (330MM);
FY8L (290MM), and FY82 (185MM). The proceeds from these
maturing obligations could be reinvested in New York City bonds.

2. Tt is concelvable that the New York City commercial banks,
savings banks, and life insurance cowpanies would agree to
purchase some amount of New York City bonds over the next
four fiscal years.

3. The New York City pension funds will have net new money for
investment over the next four fiscal years of approximately
$900MM per year or $3.5 billion. This net new money could be
available to purchase City bonds issued in excess of that
covered in points 1. and 2. above if the bonds could not be
sold in the public market.



FINANCING '[UE SEASONAL REQUIREMENTS OF NEN YORK GLUY

Y79, EY80 Pyl FY82

Seasonal Requirements $2,050MM  $1,850MM  $1,650MM §1,250MM

Possible Sources

1. The Federal Government, New York State, and, if possible,
the public market. (FY79, FY80)

2., New York State and the public market. (FY81, TFY82)

If the sources identified for funding the holdover problems of
the past and the City's new capital requirements over the next four fiscal
years would agree to put thefr money up early in the City's fiscal year,
the seasonal financing requirements would be substantially reduced.



BACKUP TO FLNANCING MEMO

Assumptions

1.

2.

Balanced Budpets -~ Mayor Koch has said that he is going to
produce balanced budgets. State law has always required

them and State law will now be backed up by the findings of
an outside auditor. The EFCB or its replacement will require
balanced budgets and the Federal Goverament will require them
if it is to play a role beyond 6/30/78. '

EYCB Replacement =~ This should be tied to life of new City
bonds which can be made callable. Koch and Carey both seem
to favor a control mechanism. The Federal Government will
require it 1f it plays a role beyond 6/30/78.

Property Tax Pledged to Trustee ~ This should have an imme-
diate impact on outstanding New York City bonds ($5 1/2 billion
plus). It will provide a new credit element for the rating
agenclies to consider. The City's record of paying principal
and interest on its bonds is unblemished and this action would
tend to underscore resolve already demonstrated.

Retention of Fiscal Reforms - Meaningful internal controls,
regularized reporting of financial results, limitations on the
use of short-term debt.

Federal ard State Financial Support -~  These are the only
areas from which any real revenue growth can occur for the
City over the next few years. These levels of government
seem to prefer redefining existing programs for the financial
benefit of New York City or providing one shot programs such
as the purchase of land for Westway. The Federal Government
has been quite successful at increasing its level of New York
City support without geoing out of its way to pass long-term
legislation specilfically for New York City.,

Financing the Holdover Problems from the Past

1.

If the City achieves a balanced budget and has a plan to
systematically eliminate 1its holdover financial problems,

it should receive an investment grade rating on City bonds.
This assumes a pledge of the property tax for the benefit of
outstanding and future City bondholders.

Federal guarantees are necessary for the State pension funds' -
potentially sizeable investment in MAC bonds to overcome
Arthur Levitt's very real fiduciary problems.



The HAC market can be characterized as extremely depressed,
Any market recovery will probably produce more sellers than
buyers given present attitudes, With the plans on the table,
the market expects the issuance of up to $2.5 billion of
additional first and mostly sccond resolution MAC bonds at
whatever rate 1s possible. Additional MAC beonds might also

be issued if the market improves to defease outstanding high
coupon MAC debt. If the market believed (a) that the total
amount of MAC debt to be sold over the next four years was
going to be $1.85 billion; (b) that MAC debt would unot be sold
at rates in excess of the rates on comparable long-term
government agencies, and that (c¢) MAC's borrowing requirements
would be covered by the State pension funds as a backup to the
market, the MAC marlket would show a substantial recovery.,

It should be kept In mind that the Federal guarantee would run
only te the benefit of the New York State pension funds and it
would be non-transferable. Any MAC debt sold in the public
market would not have a Federal guarantce.

Any financial plan that includes the issuance of MAC debt to
pay off maturing New York City debt - with the City presently
lacking market access - will do further damage to the MAC
market and will postpone the time when Gity debt can be sold.
Psychologically, any municipal debt should be pald when due
and not refinanced. Also, this is another way of funding
operating expenses (debt service) with long-term bonds,

MAC and the City seem to have abandoned this idea.

If the Federal Government loaned money long-term to the City,
it would have to borrow the money. The transaction would
appear in the Federal budget. A guarantee only for the benefit

of the New York State pension funds would be off budget financing.

Up to $1.85 billion of MAC bonds acquired by the State pension
funds would have three levels of security. First would be City
revenues pledged to MAC; second, the State of New York's moral
obligation, and third, the guarantee of the Federal Governnent,
Given New York State's position in the middle, the Federal
Government should be Iin an excellent position to assure that
its guarantee will not have to be honored through the way in
which Federal funds flow to New York State.

As long as there are two financing problems (MAC and the City),
no one can be constructive about financing either. By assuring
the financial requirements of MAC either through the public
market or investment by the State pension funds, an environment
will be created for the various players (City pension funds,
New York financial institutions, and the market) to think more
positively about financing the City's true long~term capital
requirements with purchases of City bonds.



Financing the Capital Requirements of New York Cluy

1.

City pension fund investment of the proceeds of maturing
holdings of New York City and MAC bonds over the next four
fiscal years, in addition to new money committed by New York
City financial institutions and City pension funds, will
cover the legitimate long-term capital needs of the City

over the next four fiscal yedrs. Tor this to occur, the

City would have to achieve an investwent grade rating on its
outstanding and future debt. The prospects of this happening
were discussed earlier. The public market should be open for
some amount of City debt as a comprehensive City-MAC financing
plan is recognized.

Institutional investors west of the lludson cannot be expected
to acquire short or long-~term City debt until New York
financial institutions are willing to buy long-term City debt
for their own accounts. They will also resist buying MAC debt
as long as the long~term financial capability of New York City
is in question.

No Federal guarantees are suggested on the new City debt to

be acquired by the City pension funds or the New York financial
institutions, All City investments, including the debt sold in
the public market, should be done on the same terms.

Pinancing the Seasonal Requirements of New York City

1.

Specific sources of seasonal financing should be identified.

However, if the long-term financial requirements of the City

and MAC are specifically covered as discussed earlier, access
to self-liquidating seasonal financing in the public markets

should be achievable,



MONTH BY MONTH -

($ In Millions)

FISCAL YEAR 1979
REVENUE AND OBLIGATION FORECAST

YEAR-END TOTAL
DESCRIPTION JuL AUG SEP QCT Nov DEC JAN FEB MAR APR MAY JUN ADJUST. YEAR
REVENUES .
Taxes
General Property Taxes 610 202 35 570 176 50 582 161 37 559 155 52 — 3189
Other Taxes 115 180 286 299 158 379 272 181 515 179 169 417 - 3150
Miscellanecus Revenues 1i5 134 86 80 105 86 a5 121 104 92 104 170 11 1303
Grants
Federal 136 138 167 159 137 134 169 169 165 156 158 164 577 2429
State 39 64 165 186 165 183 177 172 189 179 157 171 344 2191
Other - - - - - - - - - - - - - -
Disallowances - - - - - - - - - - - - (100) ., (100)
Unrestricted Intgovt. Aid 36 11 2 106 3 1 162 1 - 124 - 664 77 1187
TOTAL REVENUES 1051 729 741 1400 744 833 1457 805 1010 1289 743 1638 909 13349
Less: Intra City Revenues {18} (34) {(42) {34) (33} (34) (33} (34) (42) {34) (34) {34) (11) (417)
Net Total Revenues 1033 695 699 1366 711 799 1424 771 968 1255 709 1604 898 12932
QOBLIGATIONS
PS 274 272 546 482 449 440 489 412 4933 465 410 408 621 5761
OTPS 1645 453 622 544 338 429 417 393 434 432 399 338 195 6039
Debt Service 93 108 160 53 158 136 199 86 96 148 129 150 - 1516
MAC Debt Service Funding 12 70 91 (61) 58 220 {166) 54 202 (140) 51 71 - 462
TOTAL, OBLIGATIONS 1424 903 1419 lols 1003 1225 239 245 1225 905 989 67 816 13778
Less: Intra City Expenses (18) {34} (42 (34) (33) {343 (33) {34} (42} (347 (34} (34} (11} (417}
Net Total Obligations 1406 869 1377 084 270 11381 906 211 1183 871 955 933 805 13361
Surplus {Deficit) before
Capital Fund Transfer and
General Reserve (373} (174} (678) 382 (259) (392) 518 (140) (215) 384 (246) 671 93 {429)
General Reserve - - - - - - - - - - - - {100) (100}
Funds Transferred from
Capital Fund 5 43 46 43 43 46 43 43 46 43 43 46 39 (529}
Surplus/(Deficit) {368} (131) (632) 425 (216) (346} 561 (97) (169) 427 (203} 717 32 -




Fiscal Year 1979 Statement of Cash Sources & Uses

($ In Millions)
Post Total
July Aug, Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June June Year
Uses of Cash
Frem QOperations
Deficit (Surplus) $ 368 $ 131 $ 632 ${425) $ 216 $§ 346 $ {561} § 97 $§ 169 $ (427) 35 203 $ (717) s (32) -
Funds Transferrad from
Capital Fund 5 43 46 43 43 46 43 43 46 43 43 46 39 529
Increase (decrease) in
accounts receivable {253) (105) {151} (52) {46) 9 108 lo4 52 {126) (143) (154) 1009 252
Decrease (Increase) in
accounts payable, accrued
liabilities and other- N
liabilities . 17 317 (82) 2 102 78 68 69 Q3 97 &0 9 (916) (86)
Provision for disallowances
of aid revenues = - - - = = = - - - - = {100) (10Q)
Funds used in operations 137 3Bs 445 (432) 315 479 {342) 313 360 {413) 163 (8186) - 595
Capital Disbursements
Federal and State 31 38 27 32 26 40 26 37 43 35 37 41 - 413
City 16 20 i3 27 23 31 17 22 30 23 21 10 - 303
Reduction of Short Term
Borrowings
Seasonal Leans - - - - - - - - - 500 - 200 - 1400
State Advances 84 92 230 173 163 58 - - - - - - - 8OO
Disallowances Paid - - 25 - - 25 - - 25 - - 25 - 100
Other-Net 44 - - - - - - - - - - - - 44
Total Uses 312 536 760 {200} 527 633 (299) 372 458 145 221 190 - 3655
Sources of Cash
Receipt of Federal and State
Capital Funds 30 33 28 35 24 38 41 36 33 38 35 38 - 409
Proceeds from Short~Term
Berrowings
Seasonal Loans 200 300 500 - - 250 - - 150 - - - - 1400
State Advance - - - - - - - - - 400 - - - aom
Proceeds from Sale of Bonds-Cagital-— - 208 - - 208 = - 208 - - 208 - 83
Proceeds from Sale of Bondsg§fage. - - - - 400 - - - - - - - - 400
Mitchell Lama Proceeds - - - - 25 - - - - - - - - 25
Total Scurces _=230 333 136, .35 _ 249 " A% a1 36 391 . 4z 3 246 - 3466
Ket Sources {uses) of Cash (82). {203) (24) 235 {78} (137) 340 (336) (67) 293 (186) 56 - (189}
. Cash Balance Beginning of )
Period 616 533 331 307 542 464 327 667 331 264 557 373 = 437
Cash Balance End of period 534 $331 3307 3542 $3s3 5327 5657 F331 5264 $557  $371 MhLN - = 427
Cash Balanee End of periocd . :
Including Debt Service ) - U . B . ,
- Pund $266 $118° $254 $248 £$156 $146 £485 $ 87 $1i6 $278. 8128 $334 - $334

e
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July
August
September
October
November
December
January
February
March
April
May
June
Totals

FY1979

Debt Service Fund
($ In Millions)

Debt
Service Fund (+)
Opening Debt
Month Service
Balance Fund Takeout
$ 93 $268
268 53
213 -
53 294
294 172
308 9
181 182
182 148
244 -
148 279
279 93
243 -
' $1498

)

Opening Balance 7/1/78

Debt Service Fund Takeout
Debt Service Budget Pavments
Closing Balance 6/30/79

(=)
Debt
Service
Budget

Pazments

$ 93
los
160

53
158
136
181

86

96
148
129
150

$1498

|

Debt
Service
Fund
Month=-End
Balance

$ 268
213
53
294
308
181
182
244
148
279
243
93

1498
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PROPOSED $4.5 BILLION FINANCING PLAN

Amount
($ Millions) Sources of Funds Security

500 City Pension Funds Guaranteed

500 State Pension Funds Guaranteed
1,000 Financial Institutions MAC 2

500 City Pension Funds MAC or City
1,000 Public Offerings MAC 1 and 2
1,000 Public Offerings MAC 3 or City*
4,500

* Back-up: Guaranteed bonds purchased by City and State Pension
Funds.

Terms of Guaranteed Bonds:

. City bonds or new State agency.
15-year final maturity.

Fully guaranteed, principal and interest, to final maturity.
Rate: Federal agencies of comparable maturity.
Fee: 1/2 of 1% paild by City.

First Call: Immedlate, no penalty.

. Non-transferable.

»
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PROPOSED $4.5 BILLION PPINANCENG PLAN

Amount:
(§ Millionsg) - Sources of Funds Security

500 City‘Pension Funds Guaranteed

500 ' State Pension Tunds Guaranteed
1,000 Financial Institutions - MAC 2

500 Cify Pension Funds MAC  or City
1,000 Public Offerings . MAC 1 and 2
1,000 Public Offerings MAC 3 or City*
4,500

* Back-up: Guaranteed bonds purchased by City and State Pension
Funds.

Terms of Guaranteed Bonds:

City bonds or new State agency.
15-year final maturity.

I'ully guaranteed, principal and interest, to final maturity.
Rate: Federal agencies of comparable maturity.
Fee: 1/2 of 1% paid by City.

First Call: Immediate, no penalty.
Non-transferable.

~J Oy L Lo o=
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SCHEDULE OF INVESTMENTS
millions)

(s

Source of Funds

Private sale-

Guaranteed Bonds

City Pension I'unds

State Pension Jlfunds

Private sale-
MAC 2 Bonds

City Pension Funds

Commercial Banks

Other Finan.

Public sale

Inst.

MAC 1 & 2 Bonds

MAC 3/City Bonds

1979 1980 1981 1982 Total
250 250 * * 500
250 250 * * 500
375 375 375 375 1500
375 375 250 1000
375% 625%  1000*
1250 1250 1000 1000 4500

*  Guaranteed bonds, to a maximum of $1 billion, to be
purchased in equal amounts by City and State pension
funds, will serve as back-up to public sales of City
or MAC 3 bonds.

Summary by Security

Fuaranteed Bonds

MAC 1 & 2 Bonds

MAC 3/City Bonds

Total
(including

1279 1980 1981 1682 bhacli-un)
500 500 * * 2000
750 750 625 375 2500

375 625 1000
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PrOFG D ACTIOR ID RRT AR
SHORY DUEM 0 BANCING ReQUIRFMLNT

I 1) City Real Estale Taxes are curcently payable on the Tirst day of
cach Fisecal gquarter with a srace pociod of 30 days. In addition
the First gquarter payment is due on fugust first to permit
adeguate time for preparation of 1he Tax bills., This line shows
the effects of the submission of estimated bills payable July 1,
and the elimination of the grace period. Qur assumption i1s that
this will shift reccipts forward one nonth, Since June collections
of July taxes are so volatile, we have not included any extra
cash in the opening balance.

II 8) Financial corporation tax is currently paid on an estimated basis
in guarterly installments, with a lMarch annual filing date. This
line shows the impact of reguiring monthly installments.

IIT 3) The City, at present, pays its pension systems monthly. “This
schedule in not mandatory. This line shows the cash impact of
shifting to quarterly payments. In addition, it is assumed that
the pension systems will require additional funding to make up for
lost investment income due to the delay. An interest cost of 6% has
been used to compute this extra cost.

v 2) Second resolution MAC bonds' have been found through withhelding
of State per capita aid in June. However, MAC has implemented a
new procedure (in January of 1978), whereby the necessary takeout
will ccecur gquarterly through withholding sales tax. 'This will
result a reduced funding requirement in Fiscal Year 1978 (L0 million),
and gquarterly cash losses in October, Junuary and April to be made
up by increased cash realized in June.

v 9) TFederal Revenue sharing is curreatly paid in the month following the
end of cach quarter. This line shows the impact of receiving monthly
payments in place of guarterly amounts.

VI 10) 'The repayment of the annual state advance currently occurs through
the withholding of all aid payments by the State beginning on July
First. Since out greatest cash needs cccurs in the beginning of the
Fiseal year, this line shows the cash effect of pestpening the
burnoff until Cctober. The impact of all state aid shifts has been
adjusted to indicate actual cash effects based on a repayment period
ol October 4o January.

VIT 5) The State currently advances 80% of its share of welfare costs
quarterly, and effects a settlement after the close of the quarter.
This line shows the effeet of switching %o a 100% advance.

VIII 4) Under the present system, reimbursable expenses incurred by CUNY,
Department of Health and Department of Mental Health are claimed by the

City after the end of the Fiscal Quarter. This section shows the cash
impact of receiving a gquarterly advance from the state, and
eliminating +the City's "PRE FINANCING" of these institutions.



YII

The legislation required to effect the Mental lealth shift ig
currently in place, buit implenentation has been delayed twice already.
Since we do not anticipate that cash will be received prior to October,
two payments are shown in this month,

T} General Purpose aid to education is paid to the City in the
following manner: 25% over the beriod Beptemher through October, and
25% in April, May and June. This line shows the impact of receiving
this and levelly throughout the year.



FINANCING

Long Term Debt Service

The base debt service expenditures centained in the initial budget
estimates for FY 1979 assume that the City will issue approximately $1000
million of its own debt each year, at essentially level debt service with
10 year maturities at S% interest. This includes expense items funded through
the capital budget of $580 million in FY 1979, $497 million in FY 1080, 3414
million in FY 1982. These base assumptions $50 million savings from :AC
refunding in FY 1979.

The financing estimatés contzined in the four year financial plan are
designed to

- accommodate the possibility that a substantial portion

of the City's long term fimancing will be acceomplished by MAC,
rather than directly by the City;

- pay debt service for much of the MAC debt through the tax levy
outside the 2.5% limit by paying debt service on City serial bonds
issued to MAC. Such payments would reduce holdings of MAC for
the sales tax or State revenue sharing .

- provide for an accelerated phase-out of capitalized expenses and
an increasing level of true capital expenditures;

- bond out - the State advance

- keep combined City and MAC debt service at an annual level of
$1.8 - $1.9 billion over the four year period 1979-1932.

- provide for an economic development program of $140-$175 million
tax reductions to be made possible by a corresponding lessening
of the effective debt service burden over 1979~1982.a5 a result
of maintaining debt service in the $1.8 - $§1.9 billion range. In tie
ensuing period when debt service begins to increase it is expected

B O TS o e S L RSP < -pap



The specific assurptions are:

1. Fer True Capital Purposes - The City will issue serial bonds to MAC

or to the Federal CGovernment of 3423 million, $537 million,
3746 million and $884 million over the four year period. These
bonds would have a 23 year maturity, 7.5% interest, and approximately

level debt service.

rJ

. For Capitalized Expenses - MAC will issue bonds for expense items in

the capital budget of $450 million in FY 1979, $300 million in FY 1930,
and $150 million in FY 1971. These bonds would have a 75 vear |
maturity at 7-1/2% interest. Expense item funding will be totally
eliminated from the capital budget in FY 1532.

3. For the State Advance - MAC will issue bonds to liquidate the $800 millic

advance currently provided each spring by the State. This will
eliminéte $150 million of the advance in‘FY 1979, an additional $350
million in FY 1980, and the final $300 million in FY 1981. The City
will issue serial bonds to MAC which will have essentially the same
terms as the MAC debt issued to the public. The debt will have

20 year maturity, 7.5% interest, and aporoximately level debt service,

4. For Refunding - MAC will refund in FY 1978 City debt which would have

debt service of $224 million in FY 1979, $148 million in EY 1689,
and $153 million in FY 1981 and 5121 million in FY 1982. The MAC
debt issued for réfunding would have 25 year maturity, 7.5% interest,

approximately level debt service and the City would issue its own

debt with similar terms to “AC.

5. For Bonding BANS held bv MAC - MAC will convert the City BANs it holds

for City bonds of six year maturity, 6% interest.



6. MAC Refinancing - It is assumed that MAC will refund approximately

$213 million of its outstanding debt through the issuance of '
$250 million of refunding bonds in FY 1978. Savings in MAC debt
service funding requirements for 1979 are reflected in the financing

estimates.

7. Capital Reserve - Further independent of how debt is issued in

1979-1982, MAC requires contributions to its capital reserve funds
of $50 million in FY 1979 and $167 million in FY 1980. This con-
tribution can be accomplished by issuance of new MAC bonds rather

than a City contribution, thus reducing City expenditures accordingly.

-

SHORT TERM DEBT SERVICE

The bonding of the §800 million State advance will reduce the City's
seasonal cash needs by an equivalent amount. Short term interest would
be reduced accordingly in fiscal year 1979 through 1982 by approximately $7
million, $27 million, $59¢ millicn, and $60 million respectively.

RELATIONSHIP TG ECONOMIC DEVELOFMENT

The refinancing of City debt, the change in assumptions as to matﬁrity,
interest rate, and amount, results in a reduction of City debt service. This
reduction would ordinarily result in a corresponding reduction in the City
real estate tax rate and tax revenues. The financing of the City BANs:
held by MAC permits the tax rate to be held at $2.75/35100 of assessed value
with no loss of revenue. The amount of debt service paid to MAC for the BANs
(converted to a City bond) results in a decrease of 1AC cost to the City.

This decrease is not reflected as a means for closing the budzet gap since this
would be a temporary reduction in expenses. Instead, these savings are apnlied
to hold the City harmless for the cost of MAC issuing debt on "0.C." items

and the State Advance, and for a reduction in taxes. The following chart reflect:



-4 -

the ainount of BAN and Debt Service each year and the intended use of this
amount. While the reduction in debt service would be used to reduce the real
estate tax rate, it is believed that the use of debt service savings to reduce
other, more economically sensitive, taxes would provide greater economic

stimuius than a reduction in the real estate tax rate.

FY 1979 FY 1930 FY 1981 FY 1982

Base Projection $1480 $13953 $1389 $1395

Less: Short Term Interest 110 _ 110 : 110 110

Adjusted Base $1380 $1283 | $1278 © $1285
Adjustments in Plan

hange in Maturity,etc. (45) (132) _ (202) - {(235)

Refunding Savings o (224) (148) . (153j . (121)

Refunding Costs 41 56 55 | _ 54

" Total $1152 $1059 § 973 ! $983°

MAC BAN Bond 251 240 228 B 216

| Debt Service $1403 $1299 | $1206 $1199

Application of Savings from MAC BAN Bond

Tax reduction from : )
City Debt Service 140 110 1G8 106

State Advance and
0.C. Cast 44 - 32 167 100

Real Estate Rate at
58.75 67 48 13 10

BAN Debt $251, $240 §223 $216




Fiscal
Year

1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991

1992

1993

1994
1995

1996

Combined City and MAC Debt Service

FY 1979 - FY 1996
{$ Millions)

Citv Net*
Fundad Dabt Short-—term Debt Total MAC
$1,403 $103 $1,508 $309
1,299 83 1,382 376
1,206 51 1,257 401
1,199 50 1,249 496
1,312 | 50 1,362 593
1,368 50 1,418 610
1,266 50 1,316 699
1,230 50 1,280 721
1,231 50 1,281 721
1,180 50 1,230 710
1,254 80 1,304 697
1,387 50 1,437 702
1,455 \ 50 1,505 713
1,491 50 1,541 717
1,527 ' 50 1,577 451
1,593 50 1,643 433
1,651 , 50 1,701 243
1,680 50 1,730 0

Combined
Debt Service

$1,815
1,758
1,658
1,745
1,955
2,028
2,015
2,001
2,002
1,940
2,001
2,139
2,218
2,258
2,028
2,076
1,944

1,730

* Net of principal and interest received on holdings of City debt.



Super—-Advance:

From State: 5 800
From Bonding:

Bonds Issued
Cumulative

Maximum Seasonal

Botrrowing: 2,050

Interest:

Previgus Year's
State Advance

Seasonal Borrowing

Total

Savingé from $110 Base

'SHORT-TERM INTEREST

{$ million)

150
150

1,500

13
83

143

1980 1981 1982
300 - $ -
350 300 -
500 800 -

1,750 1,400 1,100

12 6 -

71 45 50

83 51 50
s 27 $ 59 $ 60




Leddles

A

Estimated Effect of Develovment Plan on Tax Revenues

FY 1977 - 1982

1977 (A) 1978 1979

gtrol'Solutiona)

nancial Tax $ 148.0  § 149,3 § 151.3
naral Corporation Tax 518.5 503.9 526.1
:rsonal Income Tax 74L.5 753.5 797.6
les Tax 867.9 903.6 950.96
amercial Rent Tax 203.4 195.86 200.7
‘incorporated Business Tax 77.7 72.3 71.0
tal: $2760.4 §2578.2 $2497.3
‘ncreases Due to Development Program;

Tinancial Tax 5 2.8
Ganeral Corporation iax 12.3
Personal Income Tax 11.8
Sales Tax 20.1
Commercial. Rent Tax 2.3
Jnincorporated Business Tax 5.6
“otal; $54.,9
2eal Estate 5
‘atal Incl. Real Estate: 559.9
.ransfer Revenue for Following Year:

‘2t Additional Revenue from Tax

Reductions: $59.9

a) Source:

1980

$ 181.0
554.6
844 .1
994.5
204 .1

72.2

$2850.5

- 20.1

19.9

33.5

$117.4

-20

$97.4

$ 202.9
606.0

891.9

1045.5.

196.9
70.5

$3013.7

28.6

29.8

46.2

$208.7

-65

$143.7

oMB econometric model tax estimates computed using

wWharton long term contreol seolution, November 21,

1099.
189.
72,

$3212.

37
39
58

10

$153

126

9279

$27¢

1977.



Tax Reduction Package:

The initial tax reduction of $140 million for FYl1979 is

allocated as follows:

'S in millions

7 .5% reductiaon, Ceneral Corporation Tax $40 ,
15% reduction, Financial Tax 23 -~ .
10% reduction, Utility Tax 11

Elimination of Sales Tax on printing

materials and other intermediate goods 26
Elimination of Sales Tax on fuel 49
Total: : $140

The augmented tax reduction of $175 million is as

follows:
10% reduction, General Corporation Tax $55
20% reduction, Financial Tax 32
Elimination of Sales Tax on printing and fuel 66
20% reduction, Utility Tax - 22

Total: _ $175



Table I

.EFFECTS OF TAX REDUCTION, AID, AND BUSINESS
ACTIVITY ON GROSS CITY PRODUCT AND PERSONAL INCOME
(S millions)

'79 '80 181 '82
City Input 140.0 175.0 175.0 175.0
State and Federal 112.5 225.0 337.5 450.0
Earlier City Input 97.6 102.2 119.5 137.7
350.1 502.2 632.0 762.7

Multiplier (X 2.5) 875.3 1255.5 1580.0 1906.8
Input by Private Sector 562.5 1125.0 1685.5 2250.0
1437.8 2380.5 3265.5 4156.8

50.0 100.0 150.0 200.0

Growth in GCP 1487.8 2480.5 3415.5 4356.8
Growth in Personal 912.7 1528.3 2110.6 2694.0

Income



State of New York
Financial Control Board
For the City of New York

Chairman 270 Broadway Comer S. Coppie
Hugh L. Carey, Governor New York, New York 10007 Exacutive Director
Board Members (212) 488-4294
Arthur Levitt

Comptroller
Edward |, Koch December 20, 1978

Mavyor, City of New York

Harrison J, Goldin

Comptroller, City of New York

Francis J, Barry
Jahn C. Sawhill
Stanley S, Shuman

Mr. James R. Brigham
Director

Office of Management & Budget
Municipal Bldg., 12th Floor
New York, N.Y. 10007

Dear Jim:

As you know, on November 9, 1978, in approving
Covered Organization Financial Plang for FY 1979, the
Control Board requested submission of four-year Financial
Plans for the Covered Organizations by November 22, 1978.

To date, we have received all the reguested
submissions, with the exception of those for the Transit
Authority and Health and Hospitals Corporation. We under-
stand that projections of revenues and expenditures for
both these agencies show potential gaps for the vears
1980 -~ 1982 and that you (and the affected agencies) are
still in the process of developing programs to eliminate
these gaps, in conjunction with the City's quarterly
Financial Plan modification, which will reflect both the
results of operations for the first six months of the
current fiscal year (or as much of that period as possible)
as well as the City's own "PEG" plan, and which is due to
be submitted formally to the Control Board by January 15,
1979.

In view of the difficulty and complexity of
the issues involved, I am prepared to recommend that the
Control Board extend the deadline for the submission of
the four year Financial Plans for both the TA and HHC
until January 15, as long as we are of one mind as to
what is meant by such an extension.

As you know, when you and I first discussed the
need for additional time to prepare these submissions, I
indicated I thought January 15 would be an acceptable



James R. Brigham 2
12/20/78

date, but only if it represented the culmination and not the
beginning, of the consultative process between the City and
Control Board staff. This concern becomes particularly
urgent in view of the requirement of Control Board action

on Covered Organization four~year plans no later than February
15, the date on which the Department of the Treasury will
again be asked to issue guarantees of City bonds.

Accordingly, in order to assure that the Control
Board staff has adequate time to perform the necessary
analysis and evaluation of the City's submissions prior to
the February 15 deadline for Control Board action, I believe
it will be necessary to adhere to the following timetable
for preliminary submissions, briefing and consultation.

December 29 -- Official submission of four~year
"baseline" projections of revenues, expenditures and cash
flows for TA and HHC, accompanied by a full statement of
significant assumptions and methods of estimation and such
other "back-up" information as the Control Board staff
requests (or has requested), and identifying the size of the
"gaps" to be closed for FY 1980 ~ 1982.

January 3 to January 14 -~ Briefings of Control
Board staff by OMB staff on the status of the City's quarterly
modification to the Financial Plan and progress towards sub-
mission of complete TA and HHC four-year financial plans.

January 15 =-- Formal certified submission of four-~
year Financial Plans for HHC and TA (including, if appropriate,
modification of their FY 1979 Financial Plans), and the modifica-
tion to the City's four-year Financial Plan to reflect the
PEG program and the results of operations of as much of the
first six months of the current year as is possible.

If we are not able to adhere to this timetable,
I have serious concern as to whether the Control Board will be
in a position to take affirmative action on these submissions
prior to February 15.
Sincerely,
(it

Comer 5. Coppie



Municipal Assistance Corporation
For The City of New York

MEMORANDUM

Date : November 29, 1978

To

Re

Files

From: Andrew Decker : F;X

Four Year Financial Plan file regarding assumptions

Attached are runs detailing the payment and funding reguire-
ments for the Corporation giving effect to the issuance of
$250 million of additiocnal bonds. The first $125 million
issuance dated February 15 and the second dated May 15.

Both have been assumed to have been issued at 8%. The

first coupon on the February issue is July 1 and the first
coupon on the May issue 1s January 1.
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