RESOLUTION OF THE MUNICIPAL ASSISTANCE CORPORATION
FOR THE CITY OF NEW YORK

Pursuant to the provisions of Section 1001 of each of the General Bond
Resolutions of the Municipal Assistance Corporation For The City of New
York, adopted July 2, 1975 and November 25, 1975, respectively, each as
amended and supplemented to the date hereof (the “Resolutions”), Section
103 of each of the Resolutions is amended and supplemented by the addition
thereto of the following paragraph:

“The Corporation covenants that it will issue no obligations pur-
suant to the Resolution the payment of which is guaranteed pursuant
to the New York City Loan Guarantee Act of 1978, P.L. 95-339 (the
“Guarantee Act”). The Corporation further covenants that it will issue
no obligations pursuant to any other resolution the payment of which
is guaranteed pursuant to the Guarantee Act unless, prior to the issuance
of such guaranteed obligations, the Secretary of the Treasury of the
United States has waived as to all obligations of the Corporation pur-
suant to Section 105(e) of the Guarantee Act any priority granted to
the United States of America to payment on any debt owed to it by
Section 3466 of the Revised Statutes of the United States of America.”

This resolution shall take effect immediately upon the filing of a certified
copy with the Trustee as identified in each of the Resolutions.
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December 92, 1981

four Reference Mo. B-205170

Pear Mr. Hunter:

Secretary Regan has asked me to reply to your letter of
Hoverber 20, 193l requesting information needed for your response
to a letter that your cffice received from the Chairman of the Sube
comnittee on Lconomic Stabilization of the House Committee on Banking,
Finance and Urban Affairs concerninag the New York City Loan Cuarantee
het of 1978,

In order to facilitate your reply to the Chairman's letter,
staff has alreadv rmade avallabhle to you conies of:

my

l. the New York City Loan Guarantee Act of 1978,

P.L. 95-339 (the "Guarantee Act"):

2.

Public Law 95-467,

92 Stat.,

160G

(the "Pension Fund Act");

the Aqreement to Guarantee,

5,

dated November 15,

Octobrer 1978

10

FA%

{(the "Agreement to Cuarantee®), ty and among the United
States of America (acting by and through the Secrectary
of the Treasury), the State of Mew York, The City of llew

York,

the HNew York State inancial Control Poard,

ang

the Municipal Assistance Corporation for The City of

Mew York:

the CGuaranteed Bond Purchase Agreement, dated Noverber 15,

1978, by and amona the City, the City pension funds named
therein, the lew York State pension funds named thercin,
and the United States of America, acting Py and thrcugh
the Secretary of the Treasury.

In addition,
subsequent requests.

HSN:KKATZMAR:sdj:12/18/81

I am enclosing the following documents,
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l.

A Loan Agreement, dated Novemberxr 15, 1978, bhetween the
City of New York, hanks named therein, and certain New
York City pension funds named therein. While this
agreement expired at the end of the City's fiscal vear
1979 (June 30, 1979) and the City entered into subse-
quent agreements in fiscal years 1980, 1981, and 1982,
the later agreements did not include any pension funds
as they were onhly made with banks.

A copy of the docurentation that we received from the
City pension funde and the City, together with docu-
ments prepared by us (and delivered to the pension
funda) in connection with the sale of $116.125 million
of MAC bonds to the pension funds on October 23, 1961,
pursuant to the MAC Bond Purchase Agreement.

The General Counsel of MAC, John Bove, has informed us that he
will he mailing you & copy of the MAC Bond Purchase Agreement, dated
November 15, 1978, among MAC, banks named therein, and New York City

pension funds named therein.
also find an Adherence Agreement, dated Novemher 15,

Attached thereto, as Erhibit A, you will
1978, executed by

the City of New York, which was not a party to the MAC Bond Purchase
Agreement.

These docunents, taken together, should provide you with the
statutory and contractual background information necessary to prepare
your rerly to the Chairman's request.

Eince the execution of these acreements, the City pension funds
have, purguant to the acreements, purchacged:

1.

Federally guaranteed New Ycrk City bonds issued pursuant
to the Guaranteed Bond Purchase Agreement and the Aoree-
rment to Cuarantee totaling $675 million--$150 million in
FY 1279, £225 million in FY 1980, $150 millicon in FY 1981
and $£150 million to date in FY 1982. While the State pen-
sion funds have also purchased $675 million of Federally
guaranteed bonds, they have chosen not to be covered hy
the provisione of the Pension Fund Act because (i) their
total holdings of the City debt are less than 5 percent
of their total portfolios; and (ii) they consider these
bonds to be Federal, and not New York City, obligations.

Under the termes of the Cuarantee Act and the Agreerment to
Guarantee, the City and State pension funds could each bhe
celled upon to purchase an additional 150 million in: Fede-
rally guaranteed City bonds during the current fiscal year.
While we understand that the City anticipates requesting

- the issuance of the remaining standby guarantees in February

1982, our decisions on the findings required for such an
issuance will not bhe made until a request has been received
and evaluated in accordance with Treasury's statutory obli-
agqations.



2. All private placements of MAC bonds, issued purruant to
the MAC Bond Purchase Agreement, totaling $625 million have
been completed; the final takedown occured on October 23,
1981. The City pension funds purchased $60.375 million
in fiscal 1979, $224.225 million in FY 1980, 5224.275 in
fiscal 1981, and the final $116.125 million on October 23.

3. Pursuant to the Loan Agreement of Novenber 15, 1978, City
Revenue Anticipation Notes totaling $182.5 million were
sold {(and repaid) in City FY 1979, Since then, the City's
seasonal financing requirements have been met by local, ocut-
of~town, and foreign banks and in the public credit market,
without further reliance on its employee pension funds.

You also asked about the legal obligations of the pension funds
under the Guarantee Act and related agreements. The Guarantee Act
and the Pension Fund Act impose no legal oblications on the City and
State pension funds to purchase ¢uaranteed City securities. The pen-~
sion funds, however, have entered into an agreement with the City and
the United States to purchase such securities (the Cuaranteed Bond
Purchase Acreement), which may be enforced by the United States under
Section 105 of the Cuarantee Act and otherwise.

I hope this information is useful in preparing your response to
the Chairman's request. FPleasc let me know if I can be of further
assistance.

Sincerely,

fe ...«-_-v}_:j
L

Robert W. PRafuse, Jr.
Deputy Assistant Secretary
(State and lLocal Finance)

Mr. Robert H. Hunter

Aspistant Ceneral Counsel

United States General Aocvounting Cffice
441 G Street, M.V,

Washincton, D.C. 20548

Enclosures
cct Roger Mehle

Paul A, Schott
Lawrence Kieves






