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THE PRESIDENT HAS SEEN....

RESPONSE TO THE MAC PLAN FOR NEW YORK CITY

OPTIONS

Option 1

Reaffirm the position outlined in your National Press Club
speech: "I am prepared to veto any bill that has as its pur-
pose a Federal bailout of New York City to prevent a default.

I am fundamentally opposed to this so-called solution, and I
will tell you why. Basically, it is a mirage. By giving a
Federal guarantee we would be reducing rather than increasing
the prospects that the City's budget will ever be balanced.

New York City's officials have proved in the past that they
will not face up to the City's massive network of pressure
groups as long as any other alternative is available. If they
can scare the whole country into providing that alternative
now, why shouldn't they be confident they can scare us again
into providing it three years from now? In short, it encourages
the continuation of 'politics as usual' in New York -- which is
precisely not the way to solve the problem.

Indicate that there will be no pre-default Federal assistance.

Option 2

Indicate that you believe that the plan is on the "right track"
and request that the plan be finalized and be signed by all the
interested New York parties, without providing any indication
of what Federal action, if any, might be taken.

Option 3

Same as Option 2 but indicate that the plan, if implemented,
would not involve a Federal bailout and would have the effect
of a default in that it would require a restructuring of the
City's obligations. Under these circumstances, the Federal
government could consider providing short-term assistance for
essential services and/or seasonal financing only.

Option 4

Indicate that you believe that the plan is on the "right track"
and that the seasonal financing requirements of the plan should
be financed through private banks and investigate the possibility
of assuring that such private financing will be available.



Option 5

Indicate that you believe that the plan is on the "right track"
and that you are requesting Secretary Simon to work with New
York State and City officials to assure that the plan is imple-
mented. Secretary Simon's instructions would be to assure that
any Federal participation does not constitute a Federal bail-
out.

Option 6
State that the plan in its present form is inadequate and re-

quest that the New York officials make changes to require fur-
ther commitments of revenue increases or expenditure reductions.

Option 7

Make no public response to the New York plan.

11/12/75
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FROM: BILL GOROG :

NEW YORX LEGISLATURE APPROVED MORATORIUM SUNDAY MORNING. ALSO
APPROVED STATE RESCUE OF YONKERS AND STATE HOUSING FINANCE AGENCY.

RECESSED UNTIL MONDAY AFTERNOON WHEN TAX MEASURES WILL BE CON-
SIDERED. SOME LEADERS HAVE EXPRESSED UNWILLINGNESS TO ACT UNTIL
THEY RECEIVE SOME SIGNAL FROM PRESIDENT, CAREY HAS INDICATED THAT
HE EXPECTS SOME RESPONSE WITHIN NEXT TwO DAYS., TIME IS IN OUR
FAVOR. :

YOUR CONCEPT OF BRIEFING CONGRESSIONAL LEADERS SEEMS TO BE
PAYING OFF, COMMENTS EXPRESSING APPRECIATION FOR YOUR BRIEFING
MATERIALS HAVE BEEN RECEIVED FROM MEMBERS. 'GENERAL REACTION SEEMS
TO BE RESPONSIVE TO PROGRAM. WE HAVE ONE ON ONE SESSIONS SCHEDULED
BY FRIEDERSDORF FOR MONDAY.
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‘ THE PRESIDRNT HAS 3ERYy

L

THE WHITE HOUSE

WASHINGTON

November 17, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: MAX L. FRIEDERSDORF w6 .

Attached are two additional Congressional comments concerning the
plan being offered by New York City.



Representative Herman Schneebeli (R-PA)

Major concern is what assurances does the Administration
have that New York and New York City will actually meet

and implement the requisites summarized to be a part of

the plan. In addition, wants to know what guarantees will
be made to assure repayment to the Federal government for
extending "seasonal financing." Basically is opposed to the
entire idea of providing Federal assitance to the State or
City of New York —— would mean in effect that there would be
three-tier revenue sharing; categorical grants, revenue
sharing as we know it today, and New York City assistance.

Representative Joe Waggonner, Jr. (D-LA)

Believes that reference to reduction of welfare and social
services costs is too weak. Strongly urges that the Federal
government force upon Governor Carey a change in New York's
welfare laws. In addition, have Governor Carey officially
request that changes be made in existing Federal laws which
would allow states to do more.



TEE PRESIDINT HAS SEEN. .o~

THE WHITE HOUSE

WASHINGTON
November 17, 1975
MEMORANDUM FOR THE PRESIDENT
FROM: MAX FRIEDERSDORF ,M.é .

SUBJECT: NYC Plan

Attached is a summary of the Congressional reactions we received today
concerning the New York City plan which we distributed last weekend.

Senailor Roman Hruska -- He is concerned about the public perception
in changing positions and strongly recommends that any agreement be
structured to retain administration credibility.

Hruska also suggested that the President receive the additional commitment
from New York City that they would support his Chapter 16 Bankruptcy
Legislation.

Hruska feels this is important because the agreement may fall apart if
New York City can't deliver and the bankruptcy amendments are needed as
a fallback position.

Hruska also suggested that the $500 million in general revenue sharing for
New York should be held as a priority if the self-liquidation feature fails.
Hruska had further consideration about the bill and Bill Gorog is working
with Harry Dixon on Hruska's staff,

Senator John G. Tower -- Thinks New York City plan pretty well tracks
with option considered by Senator Brooke and Senator Tower; thinks he could
support plan; favors loans over guarantees; favors interest rates charged

to other cities; and prefers supervision be left in hands of Treasury. Tower
is sending detailed memo.




Rep. Barber Conable, Jr. {R.-N.Y.)

Still has serious reservations concerning the Federal
government's role in such a plan. States that Governor
Carey, for instance, is a long way from achieving passage
by the New York State legislature of increased state taxes.

Upstate New York does not believe it should be made to carry a
tax burden to, in effect, pay for New York City's irresponsible
fiscal actions. Counsels great caution until, in fact, the State

of New York and New York City have in place all programs
summarized to be part of the overall plan,

Rep. M. Caldwell Butler (R. -Va.)

With respect to page 2 of the memorandum, 3A "Details of
the Plan -- New York City', voices strong reservations as
to whether under existing Federal law the New York State
legislature can legally pass legislation as referred to in
paragraph 2 of 3A. (During conversation the Congressman
referred to Section 83 (I) of appropriate Federal statutes).
Further, the Congressman believes that spokesmen for the
labor unions are protecting bargaining agreements for the
benefit of current employees at the expense of all

beneficiaries of the pension funds. Questions what guarantees
the Federal government will have for repayment of ''seasonal

financing''.



MEMORANDUM FOR:
FROM:

SUBJECT:

Al Cederberg (R-Mich.)

Jack Wydler (R-N.Y.)

Bob Michel (R-I11.)

THE WHITE HOUSE

WASHINGTON

November 17, 1975

MAX FRIEDERSDORF
vERN LOEN -

Congressional reaction to New York City plan
)

Wants to see the state and city take the
necessary actions first to put their houses
in order. "I don't trust those guys."

Since they have taken the necessary actions

to avoid immediate default, we are no longer
dealing in a crises atmosphere. Cannot under-
stand Rhodes compromise at the $4 billion level
which is more than they are asking. Is concerned
that we are falling into a trap which will permit
Governor Carey to blame the Administration for
raising state taxes. The state tax increase,

as he understands it, is necessary to meet a
huge deficit in the state budget unrelated to the
needs of New York City. When Governor Carey
met with the New York delegation Friday, he
indicated that he just wants to get any legislation
to conference where it can be re-written when the
President decides what he will accept.

On west coast today. Unavailable for comment
until tomorrow.



THE WHITE HOUSE

WASHINGTON

November 17, 1975

MEMORANDUM FOR: MAX L, FRIEDERSDORF

THRU: VERN LOEN

FROM: ) CHARLES LEPPERT, JR.

SUBJECT: Congressional Comments re Legislation

on New York City

I have heard from the following Congressmen and quote their comments:

McKinney, Stewart B. (R-Conn.)

Cited the article in the Wall Street Journal this morning (copy attached).
Said it spells out the situation pretty well, In all practicality, don't see
how the state or city can get up much more. He feels that the compromise
bill should be signed by the President.

Hutchinson, Edward (R-Mich.,)

He is reading it now but if you want his reaction -- it's negative.

Stanton, J., William (R-Ohio)

He wrote a Dear Colleague letter to members of the Committee and took it
with him this morning to Banking and Currency Committee,

"Dear Colleague:

""Due to the weekend and the early Monday morning meeting of the Committee,
I regret that this is the only way I can convey some of the knowledge of the
New York situation to you.

"First, I personally believe John Rhodes' intervention into the legislation
was very premature and poorly handled. To my knowledge, he did not
consult with a single minority member of the Committee, Secondly, he
may have undermined the President's desire to force the State and City to
do more for themselves before any commitment is given from the federal

government.



2

"Over the weekend, I was personally briefed on some of the White House
thoughts., Even if one were inclined to vote for some federal help for the
city, the President's plan is far less expensive, of shorter duration, and
thus much more preferable than the Rhodes-~-Reuss supposed agreement.

"For this reason and others, I would hope that at least thru this morning's
session we will stay united against any change in the President's bill, At

the first chance we have I will inform you of all else I know concerning this
legislation,

""Many thanks, "

Johnson, Albert W, (R-Pa.)

Unable to obtain a statement as he went direct to Committee from his home,
In contact with Rick Robb in his office but he has not reported back as of
this writing,



GRIFFIN

JAVITS

BROOKE

BUCKLEY

SCOTT, H.

Thought the commitment to renegotiate union wages and
pension programs was very, very weak. Language sounds
like "an effort will be made to cut back, " Feels that the
President should demand firm action in these areas before
he supports Federal participation.

Delighted, urges the President to accept.

Thinks that the New York proposal has merit and feels
that this approach is a worthwhile way to address the
problem. Encourages favorable consideration by the
President and would not object to recognition by the
White House for himself and Senator Tower for the role
they played in the development of the Administration's
proposal.

He will probably go public tomorrow, November 18, with
his endorsement of the New York proposal and would hope
to be kept closely involved with future Administration
actions on this matter,

Assuming that all of the commitments are carried to
conclusion by New York City and the State, the Senator
would be for '"an accommodation, ' as he put it. In other
words, he has studied the plan and, if they do what they
are supposed to do, he would go along with the plan.

Ken Davis believes he will follow Buckley's lead on New
York plan (see above for Buckley's view).
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 #AX FRIEDERSDORF
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QUSE CPENS DERATE TCDAY ON THE REUES=ASMLYY GUARANTEED
LECISLATION FOR NEW YNDRK CITY,

THE WEEKEND HFERFE P°E§Q ACCOUNTS INDICATED THAT MINORITY LEALER
RHODES AND CHAIRMAN REUSS WAD AGRZIED.UPON 2 COMPRGMISE
3ILL CALLING FOP 84 MILLION IN GUARANTEED LOANS FOR A
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WAS QUOTED IN THE STCRIES THAT HE SELIRVED THE
DENT WCULD SUFPORT THE LEGISLATION NOW THAT THE MINORITY
P WAS ABOARD.

DING TO OUR CONVERSATICNS WITH RILL STANTONs Ae CEDERBERG AND
ICHELs THZY MAVE NOT REEN CONSULTED YET AND ON ANY COMPROMIZE
REUSS THEY WILL REMAIN ALAMANTLY GFPCOSED TN ANY FQRYM OF THE
SILL.

THODES IS STILL I¥ ARIZONA AND WILL NOT BE RBACK KEIEE
TUESLCAY EVENINGs BUT WE DID VERIFY TODAY THAT HE HAS REACHED
REFMENT WITH REUSS TQ SUPPORY THIS COMPROMISE VERSION,.

STANTON WILL INDICATE TODAY TO THE FULL BANXING ANL CHURRENCY
TTEE THKAT THF MINORITY MEMBERS OF THE COMMITTEE OPPOSE ANY
CN OF THE REUSS FILL AND THAT THE AHNINISTRATION IS ALSG -
POSITION

OUSF WILL DEBATE THE REUSS BILL TODAY WITH THE
MENTS AND FINAL PASSAGE SCHEDULED FOR
AY AFTERNOON.

INORITY LEARERSHIP IN THE HOUSE AND SENATE AND THE RANKING
DICTIONAL MEMBERS HAVEI ALL BEEN SUPPLIED WITH aN AMYLYSIS
E KEW YORK CITY PROPCSAL TO THE ADMINISTRATION AMD WE ARE
ITING REACTIONS TODAY FROM THEM.

GEFST THE POSS{FILITY OF A LFADERSHIP MEETING TUESDAY
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MAX FRIFDERSDORF
CT NFW YORK CITY
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PHCOFS IS STILL IN ARIZONA AND WILL NOT BE BACK HERE
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FEFMFMT WITHY FEEUSS TC SUPPORT THIS COMFPLCOMISE VERSION,
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THE MOUSF WILL DEBATE THFE REUSS BILL TODAY WITH Tq"
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MEMCRANDUM FOR THE PRESIDENT ‘
FROM! MAX FRIEDERSRORF et
SURJECTS NEW YORX CITY

AT THE LAST MINUTE TODAY CHAIRMAN REUS3 PULLED THE GUARAWTEED
LCAN RILL FOR MEW YORK CITY FRCM THE HOUSE SCHEDULE.

THE DECISION CAME AFTER REUSS RAN INTO VERY HEAVY REPURLICAN
OPPOSITION TO THE SO~CALLED REUSS=RHODES COMPROMISE IN COMMITTEER
THIS MORNING.

RFUSS CUT RBACK THE BILL TOC #3 B!LLiON CF GUARANTEED LCANS REPAYABLE
THROUGH 1932 AND ALL OF THE KEPUBLICANS LIMNED UP AGAINST
THAT PRCPOSAL.

THE YOQUSE REPLWLICAN POLICY COMMITTEE MET TODAY AND REFUSED TO
ENTOREF THE REUSS~RHODES PROPOSAL AND PILL STANTCONs RANKING WMINORITY
MEMBER ON THE SUBCOMMITTEEs COMPLAINED ABCUT THE LACK OF CONSULTATION
RY THE MINORITY LEADER.

A MEFRTINR WAS SEEN CALLED IN RHODES QFFICE AT 9t45 A.M. TOMORRGYW
WITH THE MINCRITY MEMBWRS OF THE BANKING AND CURRENCY COMMITTEK
TO DISCUSE NEW YORK CITY LWCIQLATION.

STANTOH REPORTED MUCH C”ITICISM OF PHODFS AT THE POLICY MEETING
AND ON THE FLOOR TODAY FROM MEMBERS WHO RECEIVED PRESS INQUIRIES
GYVER THE WREKEND CONCERNING THEIR POSITION OR THE RHODES-

RELSS COMPROMISE. ‘ T

STANTON SAYE HE FULLY SUPPORTS THE UHITE HOUSE APFROAGH TO THE
NEW YORK CITY SITUATION AMD WOULD LIKE FURTHER GUIDANCE AS

wF CONTINUE TG CONSIDEP THE NF& YCORK CITY PLAN.
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MEMORANDUM FOR THE PRESIDENT
FROM: MAX FRIEDERSDCRF
SURJRECTS NEV YORX CITY.

AT THE LAST MINUTE 7T0DAY CHAIRMAN REUSS PULLED THE GUARANTEED
LCAN BILL FOR NEU YORK CITY FRZM THE HOUSE SCHEDULE.

THE DECISION CAME AFTER REUSS RAN INTC VERY HEAVY REPUBLICAN
OPPCSITION TO THE SC~CALLED REUSS~RHODKES COMPRIMISE IN COMMITTEE
THIS MORNING. ‘

REUSS CUT BACK THE BILL TO #3 BILLICN CF GUARANTESD LOANS REPAYARLE
THROUGH 193Z ANDC ALL OF THE REPUBLICANS LINMED UP AGAINST
THAT PRCPOSAL.

THE HMOUSE REPUBLICAN PCLICY COMMITTEE MET TODAY AND REFUSEL TO
ENPORSE THT PEUSS~RXHODES PROPOSAL AND BILL STANTONs RANKING MINGRITY
MEMERER ON THE SUBCOMMITTEEs CCMPLAINED ABCUT THE LACK OF CONSULTATICH
RY THE ™INORITY LEADEF.

A MERTINZ 4AS BEEN CALLED IN RHCDES OFFICE AT S845 A.Me TOMORRCY
¥ITH THE MINCRITY MEMRBERS OF THE RANKING AND CURRENCY COMMITTEE
T2 DISCUSS NEW YCRK CITY LEGISLATION,

STANTON REPORTED MUCH CRITICISM OF RMODES AT THE POLICY MELTING
ANZ ON THE FLCOR TCDAY FROM MEMBERS WHO RECEIVEID FRESS INQUIRIES
NYER THE WEEKEND COMCERNING THEIR PCOSITION ON THE RHODES=

RELIS COMPROMISE., ’

STANTON S4YS HE FULLY SUPPORTS THE WKITE HOUSE APPROACH TC THE
NEY YORK CITY SITUATION AND WOULD LIKE FURTHER GUIDANCE AS
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THE PRESIDENT HAS SEEN....
THE WHITE HOUSE

WASHINGTON

November 18, 1975

MEETING WITH ECONOMIC ADVISORS ON NEW YORK CITY
November 18, 1975
3:00 p.m.
Cabinet Room

From: L. William Seidman jzést

PURPOSE

To discuss the most recent developments in the New York
financial situation.

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A.

Background: On Friday November 14, Governor Carey,
Felix Rohatyn, Chairman of MAC, Stanley Steingut,
Speaker of the New York State Assembly, Warren Ander-
son, Majority Leader of the New York State Senate,
and other New York officials met with Administration
officials at the Treasury and presented the outlines
of a plan designed to meet the financial needs of

New York City, New York State, and the New York State
agencies.

A summary of the plan including proposed actions by
New York State and City and a proposal for Federal
financial assistance for seasonal borrowing was cir-
culated by the White House Office of Congressional
Liaison on Friday evening to key Republicans in the
House and the Senate. A copy of the summary which was
circulated is attached at Tab A.

Congressional reaction, summarized in a memorandum
from Max Friedersdorf at Tab B, has generally been
favorable with the caveat that several expressed cau-
tion regarding any indication of Federal assistance
prior to positive actions having been taken by New
York City and State.

Two tables showing the seasonal borrowing needs of
New York City during the remainder of FY 1976 and
for FY 1977 and FY 1978 are attached at Tab C.
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A memorandum outlining a series of issues to provide
a focus for the discussion is attached at Tab D.

B. Participants: William E. Simon, L. William Seidman,
Alan Greenspan, James T. Lynn, John T. Dunlop, Richard
Cheney, Robert T. Hartmann, John O. Marsh, Max Frieders-
dorf, James Cannon, Arthur F. Burns, Ron Nessen.

C. Press Plan: David Kennerley.

ITT. AGENDA

A. Review of New York City Situation

Secretary Simon will review the most recent developments
in the New York City situation.






November 14, 1975

MEMORANDUM FOR MAX FRIEDERSDORF . LT
FROM: STEPHEN S. GARDNER ZXZ&~ !
SUBJECT: New York Plan

Governor Carey, Felix Rohatyn, Chairman of MAC, Stanely Stein-
gut, Speaker of the State Assembly, Warren Anderson, Majority
Leader of the State Senate, and other New York officials pre-
sented the outlines of a plan designed to meet the financial
needs of New York City, New York State, and the New York State
agencies.

l. Summary of the Plan

The plan involves measures to:

A. Force a restructuring of New York City's short term
debt.

B. Generate $200 million of new city tax revenues.

C. Provide $2.5 billion in new loans to the City from
the city pension funds.

D. Reduce City contributions to employee pension funds
by requiring contributions from the employees thus
reducing by $85 million City expenditures and restruc-
turing the employee pension plans.

E. Generate sufficient State tax revenues (estimated by
Governor Carey at $600-700 million) to balance the
State's budget. :

F. Provide State funding for the Housing Finance Agency
to strengthen its financial condition.

G. Force a balancing of New York City's budget in the
fiscal year 1977-78.

H. Reduce welfare and social service costs.



2. Proposed Federal Role

The Federal Government has been asked to provide seasonal
financing on a short term, self-liquidating, basis. For

FY 1976, approximately $1.3 billion would be required

during the period December 1975-March 1976, to be repaid

by June 30, 1976. For FY 1977 and FY 1978 the July-March
need would peak at $2.3 billion in March, and the entire
amount to be repaid by June 30 of each of these fiscal years.

3. Deéetails of the Plan

A. New York City

The key elements of the plan are a restructuring of
New York City's short term debt and substantial commitments
of new cash from the union pension funds. The debt restruc-
turing is in two parts. First, the banks and other institu-
tional investors have agreed to exchange their short term
New York City notes for ten year City bonds carrying an
interest rate of six percent. Secondly, they have agreed
to refinance their holdings of MAC bhonds to reduce the cash
flow drain on the City. These understandings are contained
in letters to MAC from the major New York banks and certain
union leaders.

Individual short term City noteholders (who hold $1.6 billion)
will be offered a long term (10-15 year) MAC bond, carrying
an 8-9 percent interest rate. Holders who do not accept the
exchange will be subject, pursuant to new legislation the
Governor is introducing, to a three year moratorium on their
right to enforce the terms of notes: that is, their ability
to collect principal and interest at maturity. This approach
is modeled on the anti-mortgage foreclosure legislation used
by New York and other States during the depression. -

New loans of $2.5 billion through FY 1978 will be provided
from the city employee pension funds. This commitment, as
well as a commitment to restructure their existing holdings
of MAC securities and City notes is reflected in a letter to
MAC signed by the heads of the Teachers, Municipal Employee,
and Sanitationmen's unions. :

The plan also includes legislation for new City taxes of $200
million and changes in certain persion fund arrangement re-
lieving the City of $85 million in contribution obligations.

B. New York State

The key element of the State plan is new state taxes and
expenditure reductions to eliminate the $700 million deficit
estimated for the fiscal year ending March 31, 1976.



The Governor indicated that he will seek to achieve reduc-
tions in the welfare and social service expenditures.

C. State Agencies

Two major steps are prepared for State agencies. First,
no new projects will be undertaken. Second, the Governor is
proposing legislation of the type requested by the banking
community to bolster the finances of the Housing Finance
Agency.
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4, CASH NEEDS AND SCURCES BY MONTH TO DERIVE SEASONAL BORROWING
December 1975 - June 1976
MAC ‘ Bank, Pension, Swap State Seasonal
Adjustment Sales Tax Sinking Funds at 90% Advance Subtotal Pensions Ket Cunulative
21 91 305 -- 412 271 141 141
-- 173 537 -- 596 272 3%4 465
- 8 253 -~ 310‘ - 310 775
-- 109 364 - 500 -~ 500 1275
28 50 -- = 400 (334) - (334) 941
- 220 -- 200 . .(345) -- (345) 596
28 50 337 - 200 (596) - (596) 0
7% 100 938 1439 800 543 543 0 0
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THE WHITE HOUSE

WASHINGTON

November 18, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: L. WILLIAM SEIDMAN f§%¢f€5> - -

SUBJECT: New York City v

. e

The following issues are outlined to provide a focus for the
discussion of the New York City situation at the 3:00 p.m,
meeting today:

Issue 1: Should the Federal Government provide financial assis-
tance to New York City to meet its seasonal borrowing
requirements for essential services?

Option A: Turn down the New York request for Federal assistance
and recommend that additional actions be taken at the
state and local level.

Option B: Agree to support legislation authorizing Federal assis-
tance to meet seasonal borrowing needs for essential
services.

Option C: Seek agreement from private financial institutions to
provide financing the New York City's seasonal needs
and support legislation securing such financing with
future Federal payments otherwise due the State and
City.

If you decide in principle to support Federal assistance for New
York City's seasonal borrowing needs several additional issues
require your attention.

Issue 2: Should seasonal borrowing assistance take the form
of direct loans or loan guarantees?

Option A: Direct loans.

Option B: Loan guarantees.



Issue 3:

W)
-2 g

What types of conditions should be attached to the

Option A:

Option B:

Option C:

Issue 4:

provision of Federal assistance?

General condition that the lender (the Federal Govern-
ment) be satisfied that the borrower has the capacity
to repay the loan.

Mandate certain specific actions that must be taken
to qualify for the assistance.

Require that Federal loans or guarantees be secured
by a lien on future Federal payments otherwise due
the State and City. (An OMB memorandum on this issue
is attached)

What should constitute the control mechanism for any

Option A:

Option B:

Option C:

Issue 5:

Federal assistance?

Supervision of Federal loans or guarantees by a small
Board of Federal officials appointed by the President.

Supervision of Federal loans or guarantees by a single
Cabinet officer appointed by the President.

Supervision of Federal loans or guarantees by a small

Board of non-Federal Government officials appointed
by the President.

What should be the size and duration of any Federal

Option A:

Option B:

Option C:

assistance to New York for seasonal borrowing?

Restrict Federal assistance initially to one vyear
duration and to the estimated $1.3 billion required
by New York City for the remainder of this fiscal
yvear (through June 30, 1976).

Restrict Federal assistance to three years and to
the estimated levels outlined in the New York plan
(through June 30, 1978).

Provide Federal assistance for the five years outlined
in the current House bill.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

NOY 17 1975 .
MEMORANDUM FOR: WILLIAM L. SEIDMAN
FROM: CALVIN J. COLLI
SUBJECT: New York City

The attached tables summarize anticipated Federal payments
to (or for the benefit of) New York City, along with rough
estimates of the amounts of such payments in fiscal year
1976. Specifically,

-- Table I lists major estimated payments to the
City or its agencies.

-- Table II lists major estimated payments to the
State or its agencics that are passed through
to the City or its agencies.

~-- Table III lists those payments considered most
amenable to being pledged as collateral for loans
to finance seasonal cash needs of the City.

OMB strongly recommends against using this information as a
basis for decisionmaking for the following reasons:

-- The information was assembled in August through
a "quick and dirty" survey. It was not reliable
when it was collected.

-- An unknown portion of these funds has probably
been spent already.

~- The responsible agencies have not reviewed these
estimates.

To avoid serious error, OMB recommends that either of two
alternative actions be taken to collect reliable information:



ALTERNATIVE 1. OMB to conduct a new survey to obtain
directly from the agencies (principally, Health, Education,
and Welfare; Labor; Housing and Urban Development; and
Agriculture) up-to-date Federal payment information. This
effort would take three to five days.

Approve

Disapprove

ALTERNATIVE 2., Treasury to obtain from the New York State
Emergency Financial Control Board their list of anticipated
Federal payments. OMB would then verify this information
with the responsible Federal agencies.

Approve

Disapprove

Attachments



TABLE I

Rough Estimates of Federal Payments to
New York City in FY 1976
(in millions)

Mass transportation operating subsidies (DOT $ 71.0
Community development block grants (HUD) 40.0
Comprehensive planning grants (HUD) 1.2
Neighborhood facilities grants (HUD) 2.4
Open spaces grants (HUD) 5.0
Model cities (HUD) 40.0
Water and sewer construction (HUD) 3.0
Urban renewal (HUD) 21.7
Real estate taxes (HUD) 2.6
Public and subsidized housing assistance (HUD) 193.3
Head start (HEW) . 25.4
Bilingual education (HEW) 11.5
Manpower services (DOL) 60.4
High unemployment (DOL) 4o.8
Temporary public service jobs (DOL) 108.1
Real estate taxes (GSA) 2.2
General revenue sharing (Treasury) 263.3
Community action program (CSA) 20.0
Wastewater treatment construction (EPA) 70.0
Health manpower (VA) .5
Food stamps administrative costs (DOA) 6.4
Food and nutrition assistance (DOA) 128.5
TOTAL $1117.3

75% of TOTAL 838.0

Office of Management
and Budget
August 1975



TABLE II

Rough Estimates of Federal Payments to

New York State
(in millions)

Highway construction (DOT)

Medicaid (HEW)

Training for local public assistance
employees (HEW)

Social services assistance (HEW)

AFDC (HEW)

Educationally deprived children (HEW)

Vocational education

Intergovernmental personnel assistance

TOTAL
75% of TOTAL

$ 30.0
1115.0

10.9
160.2
656.7
117.7

14.0

.2

$2104.7
1578.5

Office of Management
and Budget
August 1975



TABLE III

Payments Most Amenable to Pledges
(in millions)

To the City

Mass transportation operating subsidies (DOT) $ 71.0
Community development block grants (HUD) 4o.0
Comprehensive planning grants (HUD) 1.2
Model cities (HUD) 40.0
Real estate taxes (HUD) 2.6
Public and subsidized housing assistance (HUD) 193.3
Head start (HEW) 25.4
Bilingual education (HEW) 11.5
Manpower services (DOL) 60.4
High unemployment (DOL) : 4o0.8
Temporary public service jobs (DOL) 108.1
Real estate taxes (GSA) 2.2
General revenue sharing (Treasury) 263.3
Health manpower (VA) .5
Food stamps administrative costs (DOA) 6.4
Food and nutrition assistance (DOA) 128.5
SUB TOTAL $ 995.2
To the State
Training for local public assistance .
employees (HEW) : 10.9
Social services assistance (HEW) 160.2
Educationally deprived children (HEW) 117.7
Vocational education 14.0
Intergovernmental personnel assistance .2
SUBTOTAL $ 303.0
TOTAL 1298.2
75% GRAND TOTAL 973.6



THE WHITE HOUSE

WASHINGTON

November 18, 1975

MEMORANDUM FOR: JIM CONNOR
FROM: DICK CHENEY
Attached is some stuff taken out of the New York Times which the

President marked which indicates that the city still has a long way
to go.

I suppose that ought to go in the Presidential files.

Attachment
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chzslators Turnto T ax PrOposaIs, but Many in Albe

ly_S’l'EVEN R. WEISMAN

¥ Spactal to The New' Vork Tiias -
'BANY, Nov. 15—State of-

Icials. and legislative leaders
arned-their attention today to
a brpad-range of tax proposals
for the state and New York
City @fter legisiative approval

last t and this morning of
a mératorium- on the city’s
debisl and the last-minute fis-
cal of both Yonkers and

the State Housing Finance

] officials continue to

til. not
be: sigked -to: enact any of the

taxegyuntl thers was more ex-

plicit e from Wa:hin;*

- ‘
muist enact’ Mr. Carey’s fiscal

plan before ' the President
}mah a4 commitment on

a.vdthew'York, dides to the|
said = today they
eheu would be:a good

Gow!
‘tho

jec ing

SL7  Dillion
‘ ldeﬁcﬁ: in the next 17 mor;tl;s

Part of the revenues are sup-
to pay for a series of
ency appropriations that
islature is also being
| to make to s
tions. of four independ-

that borrow

WM
on gtate’s “moral nhlira-

- muhtsformw:m.

Imsi?::wev that.the Legis- ruptcy
avhlchz: recesged un-

beenfrozentmnthocredit

‘So- far, the special ‘session,
which began late this week, has
focuged its’ atiention on the
problems of one of those
agencies, the Housing Finance
Agency, and on.the probiems of
New York City and Yonkers.

“The Legislature’s approval of
the -moratorium ‘' measure last
night meant that, for the first
time since the fiscal crisis be-

gan last spring, the city was
no longer in r .of being
forced into a long, drawn-out

otic bank-|

sewilln(&,be easy,

las , front-page = kind
%ﬁts," };tephen Berger, the Stat.e
oci

ssfd in an intan’i-‘

ial SemeuCommtg

t were repo

D8 penefits.

te pro

fontlebmionwarth of matur-

king| gebt-service -
: lany long-term’ bonds over the

plicit word - of encouragemuut
from the White House before|
they rush shead’to ‘enact the
painful tax increases.

' Carey aides said today -that,
at the meeting! yésterday “in
Washington, they " brought* :tol
Federal officials lefters of com-
mitment from the:: different
parties showing how the ‘city
inténded to deal with its bor-
rowing problems in the yegrs
to come,.

‘Among these e!ements were
the following:

: @Letters from the* munlcipcl

labor ledders ‘that they' would|taxes.

agrn to ule ‘thelr’ .38 bullon

ﬂm
on more in’ city securi-
. $500 million before
. “The letters also| -
to have contained
the labor leaders’ agreement to
increase the’ * . annual
\contributions. t¢ -the:: pension

funds by about. mi _a|borrowing needs of the state it-
sum to be taken ont gir|sef, which Is put at $4 billion
current take-hommor starting next April 1, and the

" GLetters rmm the
banks, as' well as: the. pe
funds and financial institntions,
agreeing to “‘roll owver,” or re-
finance, §} billion in, maturing
city securities in the next few
years at reduced interest rates.
This hagd. heen negotiated. with
the hdnks dugring the week. -

, @Details on °"“°"“$
Vi

by. the Le latufa last night—-

to sus payment of principal

ing city short-term notes for
three years, with:a.red

reduced in
S o/ terest rate paid dnnually, and :

with the option &pabling. note-
holders to
long-term M;AC. bOnds
 qDetails alsy dm other ways
that the city Intands to keep
down its three-ygar cash.needs
including the use of itg sinking
funds, and the reducton of its
ements be-
cause it willipot have issued

riod of the moratorium.

el of fiscal-rescue packages since

H3509 million-in - the next few
mpriths -

exchange them for|

ing toward” the idea of’ put
ting up their share of it that'is,
the granting of at least '$1.5
billion in loan guarantees for
this fiscal year,and $2.3 'bil-
lion more in guarantees for the
next, '

- Senator Anderson, a Bing-
Hiamton Republicam, has . con-
tinued to insist that the state's
budget deficit is not so grest

tﬁa $1.7 billion figure for 17
months that Mr. Goldmark
mentioned this week<—and
other Republicans have insisted
that the gap can be closed by
cuts in sperding instead of new

- “I think we pot an A minus,”
8aid Felix G. Rohatyn, chair-
in{than of the Municipal Assis-
tlnce Corporation, and an ar-
chitect of the unending series

the crisis began last spring.
But other state officials said
that the Federal officials had
“misgivings” because the state
thad not .yet come up with
any as comprehensive ‘for the

gtats agencies;, which ‘are sched-
uled' to borrow ‘more than

glofie and must borrow
$2.5 billion to' complete their

gent a pr
tax. incre:
tax incre:
cepted by

A spok
derson’ st
stance, tt
leader 'm
on the t
sion but
until Jam

C

Mr. Ar
conferrin;
on reven
sible cut
1 spoke3ms

“Let ﬂ
standing,
conversai
they are
we have
the end ¢
care hov

He ech
B. Durye
Republic:
a|bly ‘minc
contentic
or others
requirin
return f¢
York' Cit,

The sp
Andersor
er Stanl
Democra
the first
for the !

pra 8.
For'this ‘reason, Mr. Carey

would b

explained; he'is attachmg as ur-

—

—city, state and stlte agency
Each has & different set
interlocking political problem
agd sensitivities that are mak-
ing ' action cumbersome and
slow.

Not the least of the. probl
facing Mr. Carey, as well a

!

Senator Warrpn M. Anderson,

ths meainritvr laader e thaiw!

QPerhaps most painful of all

ough
ot settled on what sort of tax|
ould be imposed, .the most
common: one mentioned here

The state officials who met
with White House aides and
Dr. Burns said that the Wash-

inatan Affriala annravad Af a1
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{Governor Carey,

imarkets for months.

‘So far, the special ‘session,
which began late this week, has
focused its attention on the
problems ‘of one of those
agencies, the Housing Finance
Agency,.and on the problems of
New York City and Yonkers.

The Legislature’s approval of
the moratorium measure last
night meant that, for the first
time hstsm the ﬂxs’:clz:le mi'tsyis be-
gan &prin; city was
no longer in g'anger -of being
forced into a- loxg.‘l drawn-out
and potenti otic bank-
ruptcy g

But ths measure left unre-
solved the question of whether,
the city would be able to do
the borrowing it must do after
Dec. 1 to pay for its essential
services, : :

No ‘*Splashy’ Cuts
Director Peter
Jr., -working at

today that the siate was
pari.ggtont'x;keuOOmﬂfiI;

== %
!
e R
g

state officials
“refused to elaborate on
‘gbrupt announcement by
( at his news
conference this morning, that
the state would announce soon
a series of cuts in Medicaid
and welfare ‘programs, savi
$500 million for Federal, state

i

;

4

%5

land local governments ' com-
ined, é

“These will not be easy,
splashy, front-page kind ‘of
rcuts,” Stephen Berger, the State

{Social Services Commusion_er,

been frozen from the credit/plicit word of encouragement

from the White House before
they rush shead to ‘enact the

Carey aides said today that,
at “the - meeting' yesterday in
Washington, they “brought to
Federal officials letters of com-
mitment from the different
parties showing how the city
inténded to deal with its bor-
rowing problems in the years
to .come. . ¢ 20

Among these elements were
the following:

- qLetters from the municipal|cy

labor leaders that they would
agree to use their $8 billion
pension system—which already
holds more than $1 billion in
city and Municipal Assistance

ration securities—to buy
$2.5 billion more in city securi-
ties, about $500 million before
next June 30. The letters also
wete reported to have contained
the labor leaders’ agreement to

ted increase the employes’ annuaf

contributions to the pension
funds by -about $85 million,. a
sum, to be taken. out of. their

& take-home pay or fringe

@Letters from the ¢ity's
bénks, a3 well as-the pension
funds and financial institutions,
agreeing to ‘roll over,” or re-
finance, $1 billion in. maturing
city securities in the next few
years at reduced interest rates.

This had. been negotiated with|

the bdnks during the week.

Ngi' - gDetails on the moratorium

proposal—eventually approved
by the Legislatute last night—
to suspend payment of principal
on ‘$1.6 billion worth of ‘matur-
ing .city short-term notes for
three years, with a.reduced in-
terest rate paid dnnually, and

said in an interview,
ing. ab .

with the option enabling-note-
holders to exchanpe them for

ing toward” the idea of pu

ting up their share of it that
the granting of at least $1
billion in loan guarantees
this fiscal year, ‘and $2.3
lion more in guarantees for t

hamton Republicamr, has c
tinued to insist that the statéd’
budget ‘deficit is not so gr
as the $1.7 billion figure for
months © ‘that Mr.  Goldm
othep Republicans have insist,
that gle gap can be closed |
ts in sperding instead of néw
taxes, :
“T think we got an A minu§”
said' Felix G. Rohatyn, ch
man of the Municipal Assjs-
tance Corporation, and an
chitect of the unending se
of fiscal-rescue packages si
the crisis began last spring.
- But other ‘state officials s
that the Federal officials |
“misgivings” because the state
had not yet come up withh
plan as comprehensive for

existing programs.

For this reason, Mr. Carey
explained, he is attaching as ur-

gent a priority to the statewide
tax increase as he is to.the city
tax increase—a priority not ac-
cepted by the Republicans,

~ A spokesman for Seriator -An-
derson said last -night, for: in-

. Istance, that the Senate majority

leader might not ‘agreswto. act
on the taxes during’ this.ses-
sion but simply put: off' action
until January. ot
Changes Echioed " *

Mr. Anderson 'the
conferrmg with } ‘
on revenus propl d poss|Le2
sible cuts in et, &

spokesman said. RO

“Let there be no' misund
standing,” he added. “In all
conversations with.the Feds, all
they -are asking of us is that
we have a ‘balanced budget at
the end of the year. They don’t

agree on the actual size of the
state’s budget deficit.

The variations in the esti-
mates—which Mr. is in-
sisting is about $750 million
for the current fiscal year and
Mr. Anderson insisting is clos-
er to $250 million—hinge on
disagreements over what funds
should be included in the budg-
et this year, as well as on pro-
jected revenue and spending
estimates. ik

Democrats Caucus

But the first matter for the

egislature will be the prisblems
‘the city, said the spokesman

t Mr. Anderson. o

4 . The Democrats, meanwhile,

d discussions today end pian
-continue the talks tomorrow
whether to include for con-

tion in the Legislaturethe

'around the state that are, il-
legally spending for  pemsion
-programs outside their tax lim-
itations, and also the possibility
jof combining the Presidential
|primary with the. gfatewide
primary in next years election.
The statewide taxes
by Mr. Goldmark tomm
million annually, inélude a 1
cent statewide sales tax in-
crease — which combined. with
a 1 cent city-sales tax rise
would bring the city siles tax
to 10 cents on the dollar ~—
and taxes on pgasoline, banks,
fiquor and cigarettes. He alsp

suggested an emergency sur-
charge on the corporation fran-!
chise tax for this year and next|
year alone. |

Mr. Carey is seeking $180]
million worth of appropriations |
to the state agencies to repay!

notes, set up special debt serv-
ice reserve funds and complete
some prpjects—all actions de-#

'signed to. put them on a firm:

fiscal footing. so they might -
return to -the money-lending -
markets on theif own anee they
are .viewed by investers as-
sound. In the meantime, Gov-
ernor Carey had asked the Fed- ©
eral Reserve to consider a tem-/{
porary loan of more tham.aV
half-billion dollars. e fur
Early this morning, the Legis-:
lature’ ogppmveﬂ- $80 million’
worth of appropriations to the -
Housing Finance Agency-to in-
sure that the agency will re-.
fund short-term notes pur-
chased by State Comptroller 7
Arthur Levitt out of State.
Treasury funds. The purchase =
of these notes averted an
agency default on Friday. 3

care how we accorplish ‘it”

He echoed last night'by Perry
B. Duryea, the Montauk, LI,
Republican ‘who is the Assem-
bly minority leader, that. -any

&{contentions by Govermor Carey
t-lor others

that Washington was
statewide taxes in|

requirin, :
o its- rescue of New

return

-|York City were “totally false.”

The spokesman for both Mr.
Anderson 4nd Assembly Speak-
er Stanley Steingut, Brooklyn

ir| Democratic, said that one of

the first matters. of business
for the Legislature next week

lems of communities

R

would be ‘to determine and

- a‘-.\g.-‘;::h-‘ ——
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|PESTICIDE BILL GETS !tarm committees in advance =
Inter Ventz ‘m BACKING IN CONGRESS .., prospective new pesticide

regulations, .so that they may

,,va**

called LTHP, or “increased
take-home pay,” which began
5.{if 1960:61 under former Mayor
Rpbert .F.. Wagner. Under it,
s|mstead of granting a pay in-
crease, the city offered to pay
214 percent of employees’ sala-
of{Ties toward their pensions, In

whe Mtions on--théibas : | i
le u it h 1965, the city raised this to
e  be-|4 and 5 percent, depending
mo&nm W MR nridna; aushdiON the unions. .
i b £ f o v

a year. The proposed revision—
Gotha cu
@ in half—would thus save tie

some city employees, whose
certified rate for pensions falls
. {below the city’s. contribution,
elpay nothing at all toward their
pensions. Others chose the op-

* The cost of the plan te thej
ty amounts to $171 million|

tting the city’s contribution

ity $85.5 million.
Under the current - system,

tian ot' paymg the full certifie

rates so that the city’s sha
is added on top of it.

The continuance of the take
home pay plan calls for ne%

legislation each year. So rev

ing the system could be accom¥
plished much more easily tha
changing other aspects of peil
sion benefits that have lon

been law.
Under the finaricing plan,

city’s five. pension system
with assets totalmg $8.5 billion®

would purchase about§
ses, according to the cu
plan, 'would be timed as

{ows: $543 million next mont

and' in Jenudry; $1.4 billic
over fiscal 1976-7, at $118

lion & month, and $456 millia

in fiscal 1977- 8, at $38 millla

a month.

“pan:udé A
mﬂmggl 45
L] ’186

¢ plan [stands to lose $4.
th P“t tionman taking- hom 3220

e could lose $7.28, and a police-
'Albany man taking home $243 could

$79
l ' 'ma ‘revisjon in pension fi-
uncil 7inancing would cut in half the
ederatlon ofi cxty's contribunon under a plan

S i

» ir tr)l'
al| |
"!‘ b 4

mount ‘of purchases that eould;
e made with “new mdn‘ey’
‘'oming into the systems at
11.5 billion. ;The remainder
vould involve liquidating other
oldings,” -mastly corporate
onds, in thewsnemS‘ portfo-

Mr. | Blgel ‘estlma-tad the!tnon The “mechanism” ivould WASHINGTON N

file objections if they wish,
av. 15 (UBD) fIE BRI 00 o stlow. ghe
agency to ignore the adv:
notice rule in cases wherls a
pesticide was considered-ian

presumablebéo ﬂ;aﬂs whnsi- —A” House-Senate conference’
tive to t es of Lhe)commlttee approved a compro-
unions. . ¢ {4 e .imise bill today extending Fed-
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THE PHESIDENT HAS SEEN....L .

-

THE WHITE HOUSE
WASHINGTON

MR, PRESIDENT

JOHN RHODES WANTS TO COME DOWN
TODAY TO TALK TO YOU ABOUT NEW
YORK CITY WITH BILL STANTON OF
OHIO. FRIEDERSDORF RECOMMENDS.
CHENEY SUGGESTS 12:00 NOON.

APPROVE DISAPPROVE

NOV, 18, 1975
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THE PRESIDENT HAS SEEW....

THE WHITE HOUSE

WASHINGTON

November 18, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: MAX L. FRIEDERSDORF g/ 5 .

SUBJECT: Senator John Tower (R-TEX)

Attached is a memorandum from Senator Tower, outlining
in detail his views on the New York City plan, which
he wanted you to see,



WILLIAM PROXMIRE, WIS., CHAIRMAN

JOHN SPARKMAN, ALA. JOHN TOWER, TEX.
HARRISON A. WILLIAMS, JR., N.J. EDWARD W. BROOKE, MASS,

THOMAS J MCINTYRE, N.H. BOB PACKWOOD , OREG.
ALAN CRANSTON, CALIF, JESSE HELMS, N.C.
ADLAI E. STEVENSON, ILL. JAKE GARN, UTAH
JOSEPH R. BIDEN, JR., DEL. hd
Josers . moen, ne Vlnifed Hiates Denafe
KENNETH A, MC LEAN, STAFF DIRECTOR COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS
ANTHONY T. CLUFF, MINORITY STAFF DIRECTOR
MARY FRANCES DE LA PAVA, CHIEF CLERK WASHINGTON, D.C. 20510
November 18, 1975
MEMORANDUM
TO: Max Friedersdorf
FROM: John Tower

SUBJECT: New York City

When the Senate Committee on Banking, Housing and Urban
Affairs marked up S. 2615, Senator Brooke and I proposed an amendment
which would have enabled the Federal Financing Bank to supply New York
City with funds to continue providing essential services after default.
The use of such funds to prevent default, however, would not have been
authorized.

Under the New-York-City financial plan proposed by Messrs.
Carey, Rohatyn, Steingut and Anderson, the Federal Govermment's role
would be consistent with the role which the Federal Government would
have played under the approach which I supported along with Senator
Brooke.

In determining the Federal Govermment's role, if any, under
the plan proposed by Governor Carey, et al, or under any other plan,
the following points should be kept in mind:

1. If the Federal Government is to participate in a plan which
involves commitments by New York State, municipal and/or
State pension funds, municipal employees, unions, financial
institutions and others, the Federal Govermnment must have
absolute assurance that the commitments can and will be
honored.

2. Federal assistance should be used only to finance seasonal,
intra-year borrowing needs.

3. Serious consideration should be given to using Federal loans
as opposed to guarantees in order to reduce the potential
cost to the Federal Government in case of default and avoid
confusion with the guarantees that have been proposed for
preventing default. Demand loans could be called in the
event of failure by some group to fulfill a commitment, but
a loan guarantee could not be revoked. Also, the impact on
financial markets would be less under the loan mechanism

than under the guarantee mechanism.



Serious consideration should be given to naming New York
City in the legislation rather than providing for generic
legislation. This would prevent other cities from being
tempted to seek similar assistance from the Treasury.

Serious consideration should be given to placing authority
with the Secretary of the Treasury, rather than a board, in
order to emphasize the need to treat this as a financial
transaction to be handled by the nation's chief financial
officer.

Serious consideration should be given to charging New York
City a rate of interest comparable to that paid by other
cities with similar credit ratings.

The bankruptcy alternative still should be made available
to New York City. This might be needed, for instance, if
the forced restructuring of New York's short-term debt is
held to be unconstitutional.




THR PRESIDENT HAS SEEN....
THE WHITE HOUSE

WASHINGTON

November 19, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: MAX L. FRIEDERSDORF /. é}-

SUBJECT: Senator Roman Hruska (R-NEB)

Senator Hruska characterized the President's New York City
message as "masterful."

"The statement says it all," Hruska commented.

Hruska intends to put the New York City statement in the
CONGRESSIONAL RECORD.

He added that the bankruptcy bill is now on the Senate
calendar and he will push for passage after the recess.



THE PRESIDENT HAY SEEN. ...

THE WHITE HOUSE

WASHINGTON

November 19, 1975

MEMORANDUM FOR THE PRESIDENT

FROM: MAX L. FRIEDERSDORF ,w vé .

SUBJECT: Representative Barber Conable (R-NY)
Conable describes the Presidential statement today on
New York City as "excellent."

Also reports calls from New York State legislators praising
the message.



THE PRBSIDENT HAS SEEN....

THE WHITE HOUSE

WASHINGTON

November 19, 1975

MEMORANDUM FOR THE PRESIDENT
FROM: MAX L. FRIEDERSDORF /n{ )

SUBJECT: New York City

When the President's statement on New York City was delivered

and read into the Rules Committee record, Chairman Rodino requested
that he be allowed to reconsider his request to allow the bankruptcy
measure to be incorporated into the loan guarantee bill.

The Democrats on the Rules Committee reacted to the President's
statement by indicating they did not want the White House dictating
to them how legislation would be considered on the House Floor.

At 12:00 noon, the Rules Committee adjourned, subject to the call
of the Chair.

The following are one minute speeches on the House Floor in
reaction to the President's statement:

McKinney - Concerned with the President's statement, hopes that
the Executive and Congress will pull together in order that our
Nation will be best served in this instance.

Reuss - Regrets the President's statement, asks the leadership
to withdraw his loan guarantee legislation from House Floor
consideration.

Rhodes - Shares Reuss' regrets that they had to withdraw the loan
guarantee bill today. He supports the concept of loan guarantee
plus bankruptcy. He then requested the Majority leadership to
bring up the bankruptcy bill as a single legislative item.

Reuss - Then stated he opposed having the bankruptcy legislation
considered separately.
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Ottinger - Stated the President is playing Russian Roulette with
the financial condition of our entire country. The default of

New York City will incur a domino effect in other cities throughout
the country. Feels the President's move was exceedingly unwise.

Wylie - Tremendously applauds the action by the President.

Bauman - The President represented the view of a vast majority
of Republicans in the House and of people throughout the country.
Strongly applauded the President's action today.

Tip O'Neill announced the following legislative schedule for today
in view of the fact that New York City is off the schedule.

H.R. 8578 - (CAP legislation)
Price/Anderson bill

...and a resolution for adjournment to be followed by an informal
session for tomorrow.
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