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THE WHITE HOUSE 

WASHINGTON 

November 1, 1975 

MEMORANDUM FOR EXECUTIVE COM.1."1ITTEE MEMBERS 
ECONOMIC POLICY BOARD 

FROM: 

SUBJECT: 

WILLIAM F. GOROG vJr6' 
Ashley Bill for Emergency Guarantee 
of New York Obligations 

Congressman Ashley (Ohio) has drafted a Bill which will be 
offered as an amendment to the President's recommended bank­
ruptcy legislation. A copy of the draft is attached. The 
Bill contains the following provisions: 

Coverage: All states and political subdivisons thereof. 

Supervision: The Bill creates an "Intergovernmental Emergency 
Assistance Board" composed of Secretary of the Treasury, 
Chairman; Secretary of HUD; Secretary of HEW; Chairman of the 
Federal Reserve Board; and Chairman of the Securities Exchange 
Commission. Decisions by majority vote. 

Powers: The Board may guarantee principal and interest of 
obligations (interest subject to Federal tax); but only for the 
purpose of enabling the State or subdivision to continue to 
provide essential services or to prevent default when such 
default in the judgment of the Board could have serious effect 
on general economic conditions. 

Conditions: (l} 
(2) 

(3) 

(4) 

Agency cannot obtain credit. 
Agency must submit plan with approval of 
Governor for bringing operating expenses into 
balance for its second full year following 
initial application, and thereafter for as long 
as guarantee remains outstanding. 
State must demonstrate that it has authority 
to control the fiscal affairs of the Agency and 
approves all borrowing and contracts during the 
period. · 
State agrees to loan municipality during each 
year guarantee may be outstanding, 
(a) Amount determined.by Board 

1/3 of fiscal year 09erating 
r --: 
t .... -. ::t;i; 
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(b) Loan from State must come from general 
tax revenues of State. 

(c) Loan must in addition to any other State 
assistance offered prior to application. 

(5) In the case of political subdivision which has 
already filed bankruptcy, Board may make 
guarantees a period of six months without 
regard for above conditions. 

Guarantee Fees: \Vhen guarantee is made Board shall 
assess and collect fee not to exceed 3/4 of one 
percent paid to Emergency Debt Guarantee Fund~ 

Limitation on Amounts: Total amount under this Bill 
not to exceed 5 billion dollars through 
September 1989 and 3 billion dollars for period 
between October 1989 and September 1999. In 
addition, 3 billion dollars having maturities 
of 11 months or less. 

Obligations Callable: Any obligation guaranteed may 
be called without premium any time three years 
after date of issue. 

Additional Conditions: The Board may require as a condition 
that the subdivision renegotiate contracts and obligations if it 
is felt that such renegotiation is necessary for the agency to 
balance budget, 

Audit: General Accounting Office has right to audit. 

Operations: An Energency Municipal Guarantee Fund 
shall be established in the Treasury to handle 
deposits and collection of fees. Any Federal 
Reserve Bank can be designated as Fiscal Agent 
for the Board. 

Right to Reserve Funds: The right is reserved to 
offset against any payments due by the U.S. to 
the agency payment is made pursuant to 
guarantees. Penalties are provided (additional 
fees) if comi.~itments are not fulfilled. 
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94th CONGRESS 
1st Session 

Mr. Ashley (for himself and Mrs. 
Mrs. Spellman, Mr. Tsongas, 
McKinney) 

A BILL 

--

.c_:ir~ 
l/fi-~{oo 
Lf tf-7 .. _ J;i- .· 

Sullivan, Mr. Rees, ~ -
Mr. St Germain, and Mr. 

To authorize emergency guarantees of obligations of 
States and political subdivisions thereof; to amend 
the Internal Revenue Code of 1954 to provide that 
income from certain obligations guaranteed by the 
United States shall be subject to taxation; to amend 
the Bankruptcy Act; and for other purposes. 

Be it enacted by the Senate and House of Representatives 

of the United States of America in Congress assembZed, 

IU. Short title 

'Ibis Act may be cited as the "Intergovernmental Emergency 

Assistance Act". 

TITLE I--INTERGOVERNMENTAL EMERGENCY . 

ASSISTANCE 

§101. Definitions and rules of construction 

(a) The definitions and rules of construction 

set forth in this section shall be applicable for the 

purposes of this title . 

. . 

.I 
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(b) The term "State" mean$·: any State, the 

District of Columbia, the Commonwealth of Puerto Rico, 

or any territory or posses~ion of the United States. 

( c) The term "poli tica1-· sub di vision" shall 

have the same meaning as used in 6-ection 103 of the 

Internal Revenue Code of 1954. 

(d) Any action authorized or required under 

this title by or with respect to a State may be taken 

by or with respect to any agency or instrumentality 

thereof approved by the Board for that purpose, having· 

regard to the purposes of the State law creating any 

such agency or instrumentality. 
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§102. Establishment of the Board 

There is created an Intergovernmental Emergency 

Assistance Board (referred to in this title as the "Board") 

composed of the Secretary of the Treasury, as Chairman, 

the Secretary of Housing and Urban Development, the 

Secretary of Health, Education and Welfare, the Chairman 

of the Board of Governors of the Federal Reserve System, 

and the Chairman of the Securities and Exchange· Commission. 

Decisions of the Board shall be made by majority vote. 

6103. Authority for guarantees 

.The Board may guarantee the payment, in whole 

or part, of interest, principal, or both, of obligations 

of States (including agencies and instrumentalities 

thereof as described in section 102(d)) the interest on 

which is subject to Federal taxation, in accordance with 

this title. The Board shall give prompt consideration 

to any application for a guarantee under this title 

and shall, in the event such guarantee is denied, set 

forth the reasons for such denial in a written statement 

copies of which shall be furnished to the Governor of 

the State concerned, the Committee on Banking, Housing, 

~ and Urban Affairs of the Senate1 and the Committee on 

Banking, Currency and Housing of the House of 
~.- '. . ' ·' . 

Representatives. 
-" .. _ 
~;~ ~~I 
,'.,,:, ;/ 
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§104. Purpose 

The Board may make guarantees under this title 

only for the purpose of--

( l) enabling a political subdivision of 

a State to continue to provide essential public 

services and facilities; o~ 

(2) preventing, or mitigating the effects 

of, default in the payment of obligations of 

a political subdivision of a State where such 

default has had, or, in the judgment of the 

Board, could reasonably be expected to have, 

a serious adverse effect on general economic 

conditions or on the marketability of obliga­

tions of States and their political subdivisions 

in general. 

/ 
I 

r;.~·, ~ 

:.:) ;.~~--l 
,·~-· ~>' 
-...___/ 

I 

I 
l 
I 

j 
I 

I 
I 

I 
i . I 
i 



I l 
rp 

l 
\ 

_4;.. 

§105. Conditions of eligibilit~ 

(a) Except as provided in subsection (b) of 

this section, the Board may make guarantees under this 

title to a State for the benefit of a political sub-

division thereof only if--

(1) the Board finds that the State or 

State agency whose obligations would be guaranteed 

(hereinafter referred to as "the applicant State") 

and the political subdivision whose credit needs 

would be financed by such obligations (hereinafter 

referred to as "the assisted municipality'') are 

effectively unable to obtain credit in the private 

market or elsewhere; 

(2) the as~isted municipality submits, with 

the approval of the Governor of the applicant 

State, in such detail and in accordance with 

such accounting principles as the Board may pre-

scribe, a plan for bringing its operating expenses 

into balance with its recurring revenues for its 

second full fiscal year following the initial 

application for assistance, and thereafter for 

as long as any such assistance remains outstanding; 

·' : ., 
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( 3) the applicant State demonstrates that it has · 

the authority to control the fiscal af'foirs of the assisted 

mmucipality for the entire period dmi.ng which the 

Federal guarantee will he outstancling including the 

authority to c1cterrnine all rc\cmte e~imates, set nggre­

gnte expenc1iture limits1 disapprove fill_,e:xpenc1itttres not 

in complii!-Ilce with t11e plan required uncler paragraph 
t:l,·;,"'l 

(2), approve ·all ho1To\ving ancl conh·acts dm·ing tha.t 
/l . 

period; l"V'V'-1..l 

(4) the applicant State agrees to provide in accord­

ance with this subsection a grant or loan to the assisted 

municipality for each f is~al year of the ~unicipality 

during which a guarantee under this title may be outstand-

ing. Such g·rant or loan shall--

/ . 

~i 
' 't>/ 
<,__>" 



... ~ .. 
cletermined in nccorcfanee with accounting p1inciples 

presc1ihec1 hy the Iloard·; 

(B} lJe cleiivcd from the general tax revenues 

of the applicant State; 

(C) ·be in ndclition to all other grant or similar 

assistance provided to the ns~istecl munici11nlity by 

the applicant State gim·smmt to programs estnhlishecl 

or commitments made prior to its initial request for 
. · -r~TL. 

a guarantee under this .At+; 
;.. 

(D) be provided at such times as the Board 

may prescrilJe; and · 

(E} ·he used by the ussistecl mnnic:ipality to 

meet its opera ting expenses in accorclnnce with_ the 

financial plan required under paragraph ( 2 ). 1 .. 

' . ,_ '. 
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(b) In the case of a political subdivision which has 

filed a petition under the Bankruptcy Act or which has actually 

defaulted on one or more of its obligations! the Board may, for 

a period of six months following the filing of such petition or 

the date of such default {as determined by the Board) , .exteftd 
~~:. c..J·r.,.~<-'z.e.Al-"17~ 

fiaaegial ai;1tii;taAQQ under this title without regard to one or 
A 

more of the conditions prescribed in subsection {a) of this 

sectiqn to a State for the benefit of such political subdivision 

if the Board determines that an emergency exists which makes 

compliance with such condition or conditions impracticable. 

§106. Guarantee fees 

Whenever any obligation is guaranteed under this title, 

the Board shall assess a.nd collect from the obligor a guarantee 

fee which shall not exceed. three-quarters of one percent per 

t ··-

annum. Any such fees shall be oeveFed intc the TFeasY£Y a9 

.U•1e&U.nnoeys reeeipte. (h'~~J ,;...._ f;;.. ~ ~'. 
®w-M--¥--.£ t):,t-r~~ta_ -!}-;:.J_ 

~.-tkM ~4-~ 111 ;/ a_ 
-c;;t£_, . 

I 
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§107. Limitations on 

... ~· .... 

~ 

~£-t!-tA./-1.?J~~~-3 
amount of ~istance outstanding 

/i 
(a) Except as provided in subsection (b) of this section, 

~'~-A J.. .-r.-;-:/'~;,, .i.~c'-4,. 
the total amount of all ~inaneial assistaae• (exclusive of un-

earned interest) which may be outstanding under this title at 

any one time shall not exceed--

(1) $5,000,000,000 during the period from the date 

of enactment of this title through --September 30, 1989·, and 

(2) $3,000,000,000 during the period from October 1, 

1989 through September 30, 1999. 

(b) In addition to the amounts authorized under subsection 

(a) of this section, prior to October 1, 1978, there may be out-

standing at any one time not exceeding $2,000,000,000 in the form 

of guarantees of obligations having a maturity of eleven months 

or less from date of issue. 

(c) No obligation may be guaranteed under this title 

which has a maturity beyond September 30, 1999. 

1108. Obligations callable after three years 

Any obligation guaranteed under this title may be called 

for redemp~ion at the option of the issuer and without the pay­

ment of a call premium at any time more than three years after 
"\ 

the date of issue. 

. . 

I 
' . 
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Additional Tenns and ConditiQns 
"'J.".-'l-!"J~ .. .,.:...-1. 

(a) As a condition to 
/l 

~.,,....a~,_'"'z~~ 
I • cia-l-

.aseistafte.e under this title, the Board shall impose reasonable 

requirements with. respect to the renegotiation or exchange of 

outstanding obligations entered into by , c:>n behalf of, or for 

the benefit of, the political subdivisi on for whose benefit such 
~0-vtL....k~ ~· ~~. 

benefit a&&ia-tat\clii io beiAgz geeoider@e er eut:eneied. Where such 

" renegotiation or exchange involves the terms of bonds, notes, 

or similar obligations previously entered into , the Board shall 

require that a substantial percentage of such obligations be 

exchanged for nonguaranteed obligations bearing a substantially 

longer maturity, a substantially lower interest rate, or both. 

Where such renegotiation involves the terms or contracts of other 

provisions for compensation (including pensions and other benefits) 

for personal services rendered or to be rendered, there may be 

taken under consideration the compensation and other benefits 

provided for similar services by other employers, with particular 

reference to employers which are political subdivisions of the 

same State or of other States. In any renegotiation, there may 

also be taken into consideration the reduction which the results 

of such renegotiation may effect in the risk that the political 

subdivisi on involved would be unable to fulfill its commitments. 

(b) In addition to the terms and conditions otherwise 

required by or under this title, the Board may impose such terms 

and conditions, not inconsistent wi th the general purP,oses of I . 71 
. --ti Le?,, WI-a.~.~ I I 

this title, as i t deems appropriate with respect to ..afty financial: ef 1 

~·v"V ,rz.~-:t~~.;!;2 . 11 
~M,f;;f;;;mce under thi s title. 

/\ 

.. 
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§i10. Audits . . . ·/ _ . 
~~-1/~~ 

( n) No ~Ge Hlay tleexteBElecl under this 

title for the benefit of any ·State or poµtical subdivision 
..... 

thereof unless the General Accounting Office is authorized 

to make such audits as may. be cleemecl appropriate hy 

. either the Board or the General Accotmting Office of all 

accounts, book~, recorcls, and transactions of the State, 

the political subdivision, if any, invoh·ed, and any agency 

or instnimentality of such State or po~tic1,ll subclivision. The 

General Accounting Office shall report the results of any 

such audit to the Board ancl to the Congress. 

I 
I 

.. 
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1111. Emergency Municipal Debt Guarantee Fund 

(a) There is estahlishec1 in the Treasmy an 

emerge~cy municipal debt guarantee ft1:0cl {hereinafter 

. referrec1 to as the "funcl") to he aclministerecl hy the Boanl. · 
. . . . . .. . . . . . 

The fund ~hall be used for the pa;:rment of t~e expense:; of the. 

:Board ~nc~ f~r, the pn~JlOS~ of, fulfillin~ the Boarc1' s oblign-.. 

tions under this Act. Moneys in the func1 not neeclecl for cur-
. . 

rent operations may be invested in c1irect. obligations o~, or 
. . - ·. . .. 

obligations that are folly guaranteecl as to principal nnd inter-: 

est by, the Uuit~d States or any agency thereof. 

~ (h j · Sums realized from the guarantee fee i·equired under · 

this Act shall be c1eposited in the fund. X otwithstancling any 

other provision of law, the Secreta.ry ~f "th~ Trenstrry shall 

.deposit in the 'Jund any payment, or po1'tion .. thereof, which . 

. a State government or unit of local goyernment woulc1 other- . 

. Wil)e be entitled to receive unc1er the State an{l Local Fiscal 

Assistance Act of 1972, or any comparable p1·ogram of fiscal 
. . - -

. . 
assistance to State nnd local government, and which is 

. . 

wnived by such government pnrsnnnt to this Act. 

( c) Payments required to lJe ~ade as ~ consequenc~ of.: 
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; · any ·gttnrantee ·by the Board shall he made from the funcl. In 

the 0YC'Ilt and to the extent that the moneys in the fund are 
. . 

insufficient to ma-ke such payments the Secretary of the Treas-

: ·ury is mith~rlzed anc1 directed to mnke such payments on 

behalf of the Board and fo1~ that purpose he is nntho1;ized to 

iisc -as a irnhlic cleht transaction the procee& from :the sale -of 

any securities issued under the Second Liberty Bond ... ~ct, as 

· nirtended, ~nc1 :the pt:cn>oses for which securities may"he 'issued 

. · nricle~ that ~t\.ct are. e:s:tem1ecl to inch~de any such payments. _ 
' "' -

§112 ~ Federa~ Reserve. banks as fisc~l agents 

Any Fecleml ReserYe hank which is requested to do so 

shall net. as fiscal agent for the Board .. E~ch such fiscal agent 

shall he reimhursec1 hy the Bonrcl for alli expenses and losses 

incurred hy it in acting hs ngent on hehalf of the Board, 

l 
I 
I 

I 
I 
I 
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§ 113. Protection of Government's interest 

(n) The Attorney General shall tnke such action ns 

may be appropriate to enforce any right accruing to the 

United States or any officer or agency thereof as n result 

of the issuance of guarantees under this title. Any snms 

recovered pursuant to this section shall. he paicl into the ..... 

·emergency loan guarantee fund. 

(b) The Board shall. he entitlec1 to recoYer from the 

hol'l'ower, or any other person liable therefor, the amount 

of any payments made pursuant to. any guarantee agree­

ment. entered into under this ·title, and upon making any 

such· payment, ·the Board shall be sulJrogated to all the 

rights of the recipient thereof. 

/ 

., 

.. 
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(c) There is hereby reserved to the United States the 

right to offset against any sums otherwise due for any reason 

from the United States (including but not limited to any sums 

which may be due under the State and local Fiscal Assistance 

Act of 1972, or other comparable general pur~ose financi~l -T-- / 

,,,,".1" ~.,~ .. • c.-c~!r:-~t'e~~:~:i.: ~ k-.... '-~ assistance) to any State t& wfiieh ass· · ' under 
/l ./ _..../ . ~--'Le.·--

this title, or to any political subdivisiorr'for ~Re benefit·.oP.. 
aM-tJ' 4i~~t;~.::. ,;.,., "'1-U-~.:.. /\ . 
,tllftreh ~seietence is extaaaee under this title, the amount in 

whole or 

pursuant 

part of any payment actually made by the United States 
,'hi.Ck 

to any guarantee.under this title. Such right of 
~ 

offset shall be exercised only with respect to such sources 

of Federal revenue, and at .such rate, as the Board may determine 

to be appropriate with a view to reimbursing the United States 

as expeditiously as may be practicable under the circumstances 

as they exist at the time • 

. . 

I 
I 
I. 
I 



• --1 !') 

~ 

~1 "'".rt. '~i-...-l:..:_ 
Whenever any ~ial assis;anQ& under this title is (d) 

outstanding, and there is a failure on the part of the obligor 

or on the part of the political subdivision for whose benefit 

such assistance was extended to fulfill any commitment or 

undertaking which it agreed to fulfill in consideration of 

such assistance, the Board may, in its dis~z;etion, for any 

period during which such failure continues, assess an additional 

guarantee fee in any amount such that the total of the original 

guarantee fee and any such additional fees for such period does 

not produce a total which is at a rate in excess of three times 

the rate otherwise authorized under section 106. 

§114. Reports f'./~4 

The Board shall submit to the Congress so nlJilt fl full 
A 

report of its operations under this title. 

/ 

.. 
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§ ttZ'. Termination 

The authority of the Board to make -leans ancl guar­

antees under this titl.e terminates on September Jo. 1979. Such 

termination cloes not affect the carrying out of any contract, 

guarantee, commitment, or other obligation e11tcrcd into 

pursuant to this title prior to that elate, oi: the taking of any 
' .... ., 

action necegsary to prcse1Te or pro.teet the interests of the 

United States in any amounts adYanced or paid out in 

carrying on operations under this title. 

TITLE II-A~EXD3IEXT TO INTERXAL BEVEXUE 

CODE OF 1954 

§ 201. Taxability of certain federally guaranteed obliga­

tions 

.Section 103 (a) (1) of the Internal Revenue Code of 

1954 (relating to interest on certain goy-ernmental ohliga­

tions) is amended by inserting immediately llefore the semi­

colon at the end thereof the following: ", except in the case 

of an obligation whose payment is g1mranteed in ·whole or 

part wu1er authority of section 103 of the Intergovernmental 

Emergency Assistance Act". 

TI'l'LE III--AMENDMENT TO THE BANKRUPTCY ACT 

I 

J 
I 
l 
' 
' I 



THE SECRETARY OF THE TREASURY 

WASHINGTON 202 20 

NOV 3 - 1975 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: New York City 

I. Legislative Situation. Last week, the Senate Banking 
Committee reported out a bill which would provide $4 billion 
of financial assistance in the first year and additional 
amounts in later years to prevent default and operate the City. 
Floor action could begin as early as late this week or early 
next week. 

The House Banking Committee reported a similar bill 
today. 

Neither bill requires the Executive Branch to provide 
funds to prevent default. Both confer discretion on an 
Executive Board, consisting of Treasury, Labor and Federal 
Reserve in the Senate and Treasury, HUD, HEW, Federal Reserve 
and SEC in the House. The Senate bill is extremely strict, 
requiring new state taxes, renegotiation of labor contracts 
and substantial unguaranteed financial participation by the 
banks and pension funds. The House bill is far more vague. 
Both bills contain provisions authorizing money for essential 
services after default. The House bill will include our 
bankruptcy proposal as Title III. 

II. New York City Finances. If New York City does not 
receive the November infusion of cash under the three month 
plan adopted by the Legislature in September, it will default 
on $270 million of notes on November 10. While the availa­
bility of such cash seemed certain a few weeks ago, we 
understand that at least some people in New York are now taking 
the position that if New York City will default in December 
anyway, why weaken the state further by throwing more money 
in now. 

III. On Ne otiations in New York Cit . We understand 
that preliminary, but serious, conversations ave taken place 
between union leaders and bankers to determine the concessions 
which might be effective in resolving the situation. But 
thtt,se parties recognize, as do we, that this approach will be 
futile unless the Governor and the Legislative leaders are 
full participants. 
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Basically, there would be three parts to a package: 

(1) New taxes. 
(2) Wage and benefit cutbacks. 
(3) Debt restructuring. 

From a financial standpoint, new taxes are critical to success. 
The Governor has resisted these demands in the past, both in 
public and with his closest advisers. If he continues to 
do so, this approach cannot succeed, notwithstanding the 
best intentions of the other parties. 

IV. Federal Assistance Retarding Essential Services. 
Since your Press Club speech, t e most frequently asked 
questions have related to your statement that we will work 
with the court to insure that services essential to life 
and property are maintained. Specifically, two questions 
have been asked: what are essential services, is education 
an essential service, for example? and what mechanism would 
we employ to provide them? 

In responding to these concerns, the timing of your 
action may be as important as the substance. Accordingly, 
in considering the following issues, I would recommend that 
you consider when any announcement should be made. 

Issue One: What role should the Federal Government 
play with respect to ongoing negotiations? 

Option One: Designate a Federal official to 
participate either actively or as 
an observor. 

Option Two: Continue to remain completely removed 
from such negotiations. 

Issue Two: What should be done to fulfill your commit­
ment regarding essential services? 

Option One: Submit legislation defining essential 
services and authorizing the Executive 
Branch to provide for the maintenance 
~f these services through loans, 
guarantees or grants. 

Option Two~ Delay any further clarification at 
this time. 
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I Three: What should our position be with respect 
to current legislation? 

Option One: Announce that you will sign the legisla­
tion coming out of the Congress, but 
that you will not use the mechanism to 
prevent default and will only use the 
post default mechanism. 

Option Two: Announce that you will veto any legisla­
tion, which contains pre-default action, 
even if it only authorizes you to act. 

Option Three: Make no further announcement and take no 
action until after default . 

. 'Ues. wi11~n 



THE WHITE :HOUSE 

WASHINGTON 

November 3, 1975 

NOTE FOR RON NESSEN 

FROM: BILL SEIDMAN 

An analysis of the congressional papers in 
this area will be available from CEA by 
Tuesday, noon. Suggest that today you in­
dicate that we are studying the matter and 
that in general we feel that state and 
local governments have already adjusted 
their budget in light of the New York City 
situation. 

Attachment 

' v 



THE WHITE HOUSE 

WASH I NG TON 

November 18, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: L. WILLIAM SEIDMAN 

SUBJECT: New York City 

The following issues are outlined to provide a focus for the 
discussion of the New York City situatioQ 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. T;i" 

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? 

OP.tion A: Direct loans. 
~ 

Option B: Loan guarantees. 
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Issue 3: What types of conditions should be attached to the 
provision of Federal assistance? 

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

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

Option C: Require that Federal loans or guarantees be secured 
by a l±~n on future Federal payments otherwise due 
the State and City. (An OMB memorandum on this issue 
is attached) 

Issue 4: What should constitute the control mechanism for any 
Federal assistance? 

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

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

Option C: Supervision of Federal loans or guarantees by a small 
Board of non-Federal Government officials appointed 
by the President. 

Issue 5: What should be the size and duration of any Federal 
assistance to New York for seasonal borrowing? 

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

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

Opt\on C: Provide Federal as~istance for the five years outlined 
in the current House bill. 
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Dear Mr. Ebe: 

The President asked me to acknowledge your October 30 

telegram on the New York City fiscal situation sent in behalf of 

the New York State Bla.llk and Puerto Rican Legislative Caucus. 

He appreciates receiving your views, but regrettably his 

schedule does not permit a meeting. 

1 ca.n assure you, however, that any further conunents 

you may have will be conveyed to appropriate officials for 

careful consideration. 

With kind regards and appreciation :of your concern. 

Mr. Arthur O. Ebe 

Chairman 

Sincerely, 

William W. Nicholson 

Black and Puer1o Rican Legislative Caucus 
New York State Assembly 
LOB Room 736 
Albany, New York 12224 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE \\HITE HOLSE 

\\'-\SH I:>;(, 1 0 :-; 

October 3l, 1973 

J~S CANNON 
vW°ILLIAM SEIDlvf.AN 

'WILLIAM Vf. NICHOLSON~ tP ,J /. 
1 o 7 a 

Request from Black and Puerto Rican Legislative 
Caucus of the New York State Assembly to meet 
with the President about his statement on 
assistance to New York City. 

I anticipate that there will be other requests similar to this regarding 
New York City. 

Do you want to handle this request and any other sixn.ilar ones? I 
would appreciate your advice . 

Thank you. 



_ _..J &. "(_t_ .... ;JI""" - - - ----~-

e:_.;i-7?2.dt "ir;.1 Tno,.1~ ~LRHV :.v 1oi 10 •3 1 '~lOP EST 

7{1) ___ _ 

SCH;=·!.!ULE ED. 
I > PDESIDE~T GERALD FORD 

1->1-1Iit. HOUSE 
WAShI~GTO~ DC 20500 
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MY OEAR ~Q PRESIDENT, 

THE NEW YCRK STATE BLACK AND PUERTO RICAN LEGISLATIVE CAUCUS FEELS THAT 
VOUR STATE~ENT REGARDING THE FISCAL CRISIS IN NE~ YORK CITY DuES NOT 
ENCOMPAS S THE FULL !~PACT OF DEFAULT ON THE BLAC~ AND PUERTO RICAN 
cc~~UNITY IN NEW YORK , 

YOUR STATEMENT ~LUDES THAT ESSENTIAL SERVICES IN NEW YORK CITY ~ILL BE 
MA!~TAI~ED aT THEIP PRESENT LEVEL. UN FORTUNATELY. YOUR ASPECT OF 
ESSENTIAL SERVICES O~LY I~CLUDE POLICE, FIRE ~ND SANITAT!O~. WE FEEL 
THIS POSITION IGNORES OTHER VITAL HUMaN SERVICES WHICH SHOULD BE GIVEN 
PRIOR ITY ALO~G WITH POLICE FIRE ANO SANITATION. 

THESE SERVICES ~~€; 

1. T~E CONTINUATION I N PAYMENT OF ~ELF AQE CHECKS I N CASE OF DEFAULT, 

2. THE CONTINUING OF THI RD PARTY CO NTRACTS FOR MEDICAID AND HEALTH 
1r ... su~ANCE. 

3. ASSU~ANCf THAT T~E ED UCATION OF THE CHILDREN I~ NE ~ YORK CITY'S 
PU~L IC SCHOOLS ~ILL ~ CT BE DISRUPTED. 

a. SERVI CES FOR SE NIOR CITIZE NS SHO ULD NOT BE DI~INISHED. 

REALIZING THAT BLACKS AND PUERTO RICANS MAKE UP A SUBSTA~T!4L 
PERCENT AGE OF THE POPULAT!O~ OF NE~ YORK CITY, ~E WOULD LIKE AN 
OPPORTU~ ITV TO MEET ~ITH YOU AT YOUR CO~VENIENCE AS SOON AS POSSIBLE . 
~E AWAIT AN I~~EDIATE RESPONSE FRO~ YOU ON THE APPRORIATE TIME ANO 
PLA.E . > ? 
S I"·CE ~El V 

~µr~~ 0 E5f CHAI~~ lN, 
111.~-:-< Al\:D P iER iO PICA:-.! 
•. :. .. • 1 ;::i K :< T !: T E ~ S S E '" ~ I_ V 
1_.c;:< ~on,.. 73b 
;l L 8 .:. i\i y N v 1 ~ 2 ? 4 
1C:ta EST 

LEGISLATIVE C4UCUS 

.. 

... _ - --- "': . . . 



TALKING POINTS 

1. I continue to be concerned about the citizens of 
New York City in the event of default. As I 1 ve 
said in the past, I think it imperative that essen­
tial services be maintained. I still believe that 
the City and State have it within their power to avoid 
a default, and I am continuing to keep abreast of the 
New York situation through my economic advisors. 

2. I understand that the Senate and House Banking Com­
mittees have reported legislation which would provide 
financial assistance prior to default and also contain 
provisions authorizing essential services after default. 
Neither of these bills requires the Executive Branch 
to provide funds to prevent a default. 

3. I would like to have your views on these bills. 

Seidman 
1 3/75 

i . ' 
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New York City Lette:: 

Thank you (or The President asked me to thank you) ~or 

giving us the benefit of your views on the question of special 

Federal aid for New York City. 

Knowing of your interest in this problem is appreciated. 

Sincerely, 

L. William Seidman 
Assistant to the President 
for Economic Affairs 
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l\ew York City Letter 

Thank you (or The President asked me to thank you) for 

giving us the benefit of your views on the question of special 

Federal aid for New York City. 

We continue to oppose a Federal bail-out. We favor changes 

in the bankruptcy law which would provide for the orderly 

maintenance of essential services and managen1ent of debt 

obligations should the city default. 

Knowing of your interest in this problem is appreciated. 

Sincerely, 

L. William Seidman 
Assistant to the President 
for Economic Affairs 

I 
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THE WHITE HOUSE 

WASHINGTON 

November 3, 1975 

MEMORANDUM FOR JOHN HARPER 

FROM : JIM CANNON 

SUBJECT Comments on New York City 

If our only options are these four, I would 
take four. 

However, Bill Seidman suggested a fifth 
option, which he will explain, and which 
I would prefer. 

Attachment 



THE SECRETARY OF THE TREASURY 

WASHINGTON 20220 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: New York City 

I. Legislative Situation. Last week,· the Senate Banking 
Committee reported out a bill which would provide $4 billion 
dollars of financial assistance in the first year and additional 
amounts in later years to prevent default and operate the City. 
Floor action could begin as early as late this week or early 
next week. 

The House Banking Committee reported a similar bill 
today. 

Neither bill requires the Executive Branch to provide 
funds to prevent default. Both confer discretion on an 
Executive Board, consisting of Treasury, Labor and Federal 
Reserve in the Senate and Treasury, HUD, HEW, Federal Reserve 
and SEC in the House. The Senate bill is extremely strict, 
requiring new state taxes, renegotiation of labor contracts 
and ,substantial unguaranteed financial participation by the 
banks and pension funds. The House bill is far more vague. 
Both bills contain provisions authorizing money for essential 
services after default. The House bill will include our 
bankruptcy proposal as Title III. 

II. New York City Finances. If New York City does not 
receive the November infusion of cash under the three month 
plan adopted by the Legislature in September, it will default 
on $270 million of notes on November 10. While the availa­
bility of such cash seemed certain a few weeks ago, we 
understand that at least some people in New York are now taking 
the position that if New York City will default in December 
anyway, why weaken the state further by throwing more money 
in now. 

III. Other Activities in New York City. We understand 
that preliminary, but serious, conversations have taken place 
between union leaders and bankers to determine the concessions 
which might be effective in resolving the situation. But 
these parties recognize, as do we, that this approach will be 
futile unless the Governor and the Legislative leaders are 
ful~ participants. 



Basically, there would be three parts to a package: 

1. New taxes. 
2. Wage and benefit cutbacks. 
3. Debt restructuring. 

From a financial standpoint, new taxes are critical to success. 
The Governor has resisted these demands in the past, both 
in public and with his closest advisers. If he continues 
to do so, this approach cannot succeed, notwithstanding the 
best intentions of the other parties. 

IV. Options for Federal Assistance Regarding Essential 
Services. Since your Press Club speech, the most frequently 
asked questions have related to your statement that we will 
work with the court to insure that services essential to life 
and property are maintained. Specifically, two questions 
have been asked: what are essential services, is education 
an essential service, for example? and what mechanism would 
we employ to provide them? 

In responding to these concerns, the timing of your 
action may be as important as the substance. Accordingly, 
in considering the following options, I would recommend 
that you consider when the announcement should be made. 

Option One: Submit legislation defining essential 
services and authorizing the Executive Branch to provide for 
the maintenance of these services through loans, guarantees 
or grants. 

Option Two: Announce that you will sign the legislation 
coming out of the Congress, but that you will not use the 
mechanism to prevent default and will only use the post 
default mechanism. 

Option Three: Announce that you will veto any legislation, 
which contains pre-default action, even if it only authorizes 
you to act. 

Option Four: Make no further announcement and take no 
action until after default. 

William E. Simon 



THE SECRETARY OF THE TRE/-SURY 

WASHINGiON 20220 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: New York City 

NOV 3 * 1975 

I. Legislative Situation. Last week, the Senate Banking 
Committee reported out a bill which would provide $4 billion 
of financial assistance in the first year and additional 
amounts in liter years to prevent default and operate the City. 
Floor action could begin as early as late this week or early 
next week. 

The House Banking Committee reported a similar bill 
today. 

Neither bill requires the Executive Branch to provide 
funds to prevent default. Both confer discretion on an 
Executive Board, consisting of Treasury, Labor and Federal 
Reserve in the Senate and Treasury, HUD, HEW, Federal Reserve 
and SEC in the House. The Senate bill is extremely strict, 
requiring new state taxes, renegotiation of labor contracts 
and substantial unguaranteed financial participation by the 
banks and pension funds. The House bill is far more vague. 
Both bills contain provisions authorizing money for essential 
services after default. The House bill will include our 
bankruptcy proposal as Title III. 

II. New York Citv Finances. If New York City does not 
receive the November infusion of cash under the three month 
plan adopted by the Legislature in September, it will default 
on $270 million of notes on November 10. While the availa­
bility of such cash seemed certain a few weeks ago, we 
understand that at least some people in New York are now taking 
the position that if New York City will default in December 
anyway, why weaken the state further by throwing more money 
in now. 

III. Ongoing Negotiations in New York City. We understand 
that preliminary, but sefious, conversations have taken place 
between union leaders and bankers to determine the concessions 
which might be effective in resolving the situation. But 
~hese parties recognize, as do we, that this approach will be 
futile unless the Governor and the Legislative leaders are 
full ~articipants. 

11/4 Secretary Simon has not yet concurred on this memo. 
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Basically, there would be three parts to a package: 

(1) New taxes. 
(2) Wage and benefit cutbacks. 
(3) Debt restructuring. 

fjom a financial standpoint, new taxes are critical to success. 
The Governor has resisted these demands in the past, both in 
public and with his closest advisers. If he continues to 
do so, this approach cannot succeed, notwithstanding the 
best intentions of the other parties. 

IV. Federal Assistance Regarding Essential Services. 
Since your Press Club speech, the most frequently asked 
questions have related to your statement that we will work 
with the court to insure that services essential to life 
and property are maintained. Specifically, two questions 
have been asked: what are essential services, is education 
an essential service, for example? and what mechanism would 
we employ to provide them? 

In responding to these concerns, the timing of your 
action may be as important as the substance. Accordingly, 
in considering the following issues, I would recommend that 
you consider when any announcement should be made. 

Issue One: What role should the Federal Government 
play with respect to ongoing negotiations? 

Option One: Designate a Federal. official to 
participate either actively or as 
an observer. 

Option Two: Continue to remain completely removed 
from such negotiations. 

Issue Two: What should be done to fulfill your commit­
ment regarding essential services? 

Option One: Submit legislation defining essential 
services and authorizing the Executive 
Branch to provide for the maintenance 
of. these services through loans, 
guarantees or grants. 

Option Two: Delay any further clarification at 
this time. 

'. ,_:,; ~\ > 
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Issue Three: What should our position be with respect 
to current legislation? 

Option One: Announce that you will sign the legisla­
tion coming out of the Congress, but 
that you will not use the mechanism to 
prevent default and will only use the 
post default mechanism. 

Option Two: Announce that you will veto any legisla­
tion, which contains pre-default action, 
even if it only authorizes you to act. 

Option Three: Make no further announcement and take no 
action until after default. 

William E. Simon 

·,l.1 
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Dear Mr. President: 

Ex::::c:.JT:vc: CHAM3E:R 

AL3ANY l 2224 

November 4, 1975 

I have today sent the attached letter and supporting 
1 materials to the President of the Federal Reserve Bank of 
1 New York. On behalf of the people of the State of New York, 

I am requesting that the Federal Reserve consider emergency 
I credit assistance for four agencies of the state that face 

imminent default on their obligations. I wish to stress to 
you that these agencies have not."liing to do with the fiscal 
crisis facing New York City. Each of them has an enviable 
record of financial soundness and prudent management. Each 
of them for years have been relied upon by the citize..~s of 
New York to provide housing, health and environmental 
facilities essential to the state's well being. Yet these 
agencies, the models for sii.~ilar agencies in over 30 ot.i.~er 
states, now find themselves precluded from the investment 
market --- a condition that has only been severely aggravated 
since your recent speech calling for the bankruptcy of New 
York City. 

Should these agencies default, which certainly will occur 
in the absence of Federal assistance, hundreds of projects 
involving $ 2. 5 billion. in construction funds will be stopped-. 
prior to completion and thousands of workers will be thrown ~ 
into the unemployment rolls. These projects include hospitals 
and other health facilities, schools, and housing. 

The.general credit of the -State will not only be placed 
in jeopardy but, in my opinion, could be critically impaired 
for many years to come. 

Again, all.of this does not have to occur. While these 
agencies have no direct'.relationship with the New York Ci.ty -
~oblem, unfortunately the investment·cornmunity views the 
problem as one and>the same.· This will continue as long' as 
t:'le Administration remains passi"'re in· t..>ie face of t..1.e New 
:.:."-:J:C!< City crisis.:,· 



In effect, the contagion 0£ New· York City !las now 
spread to agencies of New York State. 

In addition, your many state..rnents on this subject 
continue to assert that the State of New York has 
sufficient resources to meet the collapse of the ci~I-
r would only remind you once more of what you:i:: own 
financial experts know -- the State of New York has its 
own budget deficit of $700 million, and is in no position 
to sustain the city's needs or meet the borrowing needs of 
these state agencies. 

I sense, Mr. President, as do many others across t.'1.e 
country that we are at an economic crossroads unparallelled 
since those final moments in the darkest Depression. Waataver 
points you thought necessary to ma~e about the past mistakes 
of New York City have been made. For our part,. we have labored 
long and hard over the past ten months of my ad.ministration to 
right those wrongs. Now, despite all those efforts, we see the 
rapid spread of financial confusion and dist.."'llst from the city 
to the State, and potentially to other states as well. 

It is not inappropriate, indeed it is in the tradition 
of our nation for us now to look for and expect positive 
leadership from a President and his administration. 

Honorable Gerald R. Ford 
President of the United States 
The 1i'7hi te House 
~Tashington, D.C. 

. Carey 

. - '• 

;~ 



HuoH L. CARE:Y 

5TATC: OF NEW ORK 

EXECUTIVE CHAMSC::R 

ALSANY 12224 

November 4, 1975 

Dear Mr. Volcker: 

Pursuant to my responsibilities as Governor of the State 
of New York, I herewith submit a preliminary application and 
request for consideration of a 90-day extension or credit, 
with the option of renewal for an additional 90 days, in the 
amount of $576 million oursuant to Section 13 of the Federal 
Reserve Act (12USC 343)-. The proceeds of this loan would be 
~pplied to meet the immediate needs of the following public 
benefit corporations which are authorized by statute to 
operate within New York State: 

Housing Finance Agency 
Medical Care Facilities Financing Agency 
Dormitory Authority 
Environmental Facilities Corporation 

Events in recent months and weeks have disrupted the 
capital markets, closing them to the issues of several agencies 
which have traditionally enjoyed high ratings and a reputation 
for prudent and conservative management. Ne>·1 York State and 
the Federal government, to the extent of their capacity, have 
an obligation to help contain this crisis and to insure that 
agencies with sound credit are not destroyed. 

Tbe President indicated in his address to the nation last 
Wednesday that discerning investors would distingu~sh between 
sound credits and weak ones, and that the market had already 
largely discounted the potential insolvency of New York City. 
Yet, as of this moment, the capital markets are closed to four 

~New York State author1ties. Indeed, the prospects of securi ng 
financing for these seasoned agencies are consideraqly_ dim.mer> 
not brighter~ following the ?resident's speech. ~.~· 

. . 
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r:ow more than at any o "Che!" time, J: believe, since creation 
of the Federal Reserve System, the essentials of one of its 
crucial national purposes are sharply defined by the demands or 
the current crisis:. to provide credit on an emergency basis to 
sound agencies which find traditional sources o:f investment 
temporarily closed to them. 

In support of this application, enclosed is a series o:f 
analyses prepared by my office which explain the circumstances 
giving rise to this preliminary application. 

I have discussed this reques t with the Lieutenant Governor, 
the State Comptroller, the Speaker and Minority Leader of the 
State Assembly, and the Majority and Minority Leaders of' the 
State Senate, and can report they endorse the course of action 
proposed in this letter. 

I have asked the legislative leaders to stand in readiness 
to convene a legislative session the week o:f November 10th. As 
you know, staff representatives of my office and the legislative 
l~aders have been meeting with financial institutions to discuss 
steps that have been proposea to strengthen the viability of the 
State agencies; the legislative session would provide a timely 
opportunity for State action in support of the State agencies in 
connection with any definitive action regarding an extension of 
credit. It is my hope that this letter can lead to early dis­
cussion with you of the alternatives open to us and agreement on 
a ~ommcn framework for action. 

For a complete analysis and explanation of the public 
purpose to be financed under the proposed loan, and to supply 
further information, State Budget Director Peter C. Gold..1118.rk> Jr 
and the directors of the four public authorities· involveG-are 
prepared to answer any request you may have. 

-· 

Mr. Paul Volcker 
President, Federal Reserve 

Bank of New York 
33 L~berty· Street 
New Yo r.::c, New Y9rk ... ...,._. 

Enclosure 

.. 
.... ,; -

.. 

Sincerely, 

/ s / Hugh L. Carey 



THE WHITE HOUSE 

WASHINGTON 

November 5, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: L. WILLIAM SEIDMAN 

SUBJECT: New York City Financial Plan 

In accordance with your request a copy of the Financial Plan 
for the City of New York prepared by the City and the Emergency 
Financial Control Board is attached at Tab A. 

A summary of the results of major state bond issues that were 
voted on yesterday is attached at Tab B. 

/ < 



.. 

October 20., 1975 

m~~REAS, the City of New York has -- pursuant to Section 8 of the 

New York State Financial Emergency Act . for the City of New York 

submitted on October 15, 1975 to the Emer3ency Financial Control 

Board a Financial Plan for the City and cove=ed o~ganizations 

for the fiscal years of the City ending June 30, 1976, June 30, 

1977, and June 30, 1978; and 

t·mEREAS, the members of the Board and -- at their d.irection the 

Special De,Puty Comptroller for the City of . New York ar'!d the 

State Budget Director have revie~ed the Financial Plan submitted 

by the City; and 

WHEREAS, upon request of the Board the City has modified its 

· Financial Plan with respect to capital expenditures; and 
. .. 

lH:.EREl~S, the City has modified its Financial Plan as originally 

submit·i:.ed, in accordance with the assumotions in the attached 

State:h1ent; 

-NOW THEREFORE, the Board hereby 

RESOLVES, that pursuant to Section 8 of the New York State 

Financial Em~tgency Act for the City of New York, th e 

Financial Pl~n subrnitted by the City on October 15, 1975, 

es subseQuently modified, is approved to be cf f ective 

Oc~ber 20, 1975. 
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l~T~OD~~TION AND ASSU~PTIONS 
• 

Introduction 
. 

This document presents a sum .. ~ary of the ·joint City-
E!7lergency Fi~ancial Control Beard three-year financial 

·· plan developed pursuant to the -r·equire:rients of Chap:~e!" 868 
of the Laws ·of 197 5, .c.s amended . The plan demonstra. tes 
~feasible path from ~he City's present state of fiscal 
.imbalance to a balanced budget for the fiscal year com­
mencing on July 1, 1977, and relies on several esse~tial 
assumptions as outlined below. In particular, it assumes 
that there will be available a Federal guarantee for 
taxable ~otes at an interest rate of eight and one~half 
percent in a principal amount of approx~lliately $6 billion. 

• 

A key feature of the firiancial plan is that it prescribes 
a system of reports and milestones to assist the City, the 
EFCB, and other interested parties · to monitor the execution 
of the plan, the complete details of ~hich, respecting the 
expenditure plan and the capital plan, will be provided 
within fifteen days. No~e details on the expenditure 
programs of covered organizations over which the City has 
no control and their impact on the Financial Plan will also 
be required . 

On the basis of the Bcardts review to date, cash 
reductions in the City's capital budget by approximately 
$390 million over the period to June 30, 1978, have already 
been incl~~ed in the plan. As part of an ongoing review, 
all capital projects will be reevaluated to de~errnine the 
extent to wi1ich they should be discontinued or stretched 
out in vi e\·.i of the urgent cash shortage . 

?he raonitcriog system will provide guidance regarding 
possible ~odifications whic~ cay be required in light of 
Experience over the period of the plan. This monitoring 
system will be supported by· the conversion of the City's 
f:'..nan~ial reporting system to the· state Comptroller's 

~uniform system of accounts for mun~cipalities, as ~edified 
I'or New York City. 

There h2ve been many :recc1rnnend2tions from public and 
private groups resarding areas and functions which nay 
be pc:.rticuJarly susceptible to cost reductions or elimina­
tions. At the request of the Board, the City will be Gsked 
to c~~~ent on these suggestions and implement them when 
p:-ac;tical. 

I 
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I 
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'· 

.t..~ su!ilpticns 

l .. Revenue!: 2. City revenues are estimated in acco~de~:e 
with these delivered · by the EFCB es of 
Sept.ember 30, 1975, with so;ne modifica­
tions concerning real property tax changes 
required by alternative . debt service 
assur::ptions. 

b. On a cash basis, it is assumed that the 
State will repeat its advances of 
various S~ate aid funds in the final 
quarter of the City fiscal year. In 
City fiscal year 197~-75, such advances 

· !' totaled $7 85 million. 

2. Expenses: a. It is assumed that there will be no wage 
increases for municipal employees for 
the duration of the olan above tne 1975-
76 levels as describ~d in the City's 
submission, Schedule A. 

b. It is assumed that the City's cost for 
welfare and medicaic programs will remain 
constant throughout the plan period. 

c. The plan does not address the quEs t ions 
concerning accrual anQ funding of the 
City's pension plans, pending rec orunen­
dations from the Mayor's Mana gera en t 
Advisory Board headed by Richard Shinn. 
Pension_surplus reversion to the Ci ty 
and certain covered organizations i s • 
assumed at $10~.6 million for City fiscal 
year 1975-76,- and approximately $135· 
million for fiscal year 1976-77 and 
$165 mi llion for 1977-78 . 

. . 



3. :;educticns: 

. .. .. 

It. Financing: 

. "' 
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a. Some of the cost reduct~ons proposed 
by the City in practice may not c~ 
implern~nted in the e~act manner ccn­
templated in the.City plan. In some 
cases, -che City will have ·to be 

'prepa:::-ed ·to implement· these reductions 
to the same dollar amount through 
2lterr.ative ·means. 

b. Covered organizations ~ill be r equired 
to comply with expenditure lirnit2tions 

as contained in the City 1 s su~rnission 
or as subsequently ~edified by the 
City with the approval of ·the EFCB. 
The City will be asked to bec.r primary 
Tesponsibility Sor monitori~g co~pli-
2nce with the plan on behalf of the 
Board, and the Board will use its 
authority. to assure such compl ia:1ce. 

c. The Board notes that the City's 
Financial Plan provides that ope~cting 
items ~n the capital budget will be 
reduced by $30 million on a cash be.sis 
in the current City fiscal ye2.r and by 
S50 million in each . of the succ 2eding 
years resulting in a cumulative total 
of $80 million in 1916-77 and $13 0 
million in 1977~78. 

a. The success or the Plan rests on the 
2ssumotion that ov~r the life of the 
Plan~here will be avail2ble approxi­
mately $6 billion in principal amount • 
of Federally guaranteed, taxable notes , 
bearing 8 1/2% annual inte~est . It is 
assumed that &n entity authorized by 
law to issue such notes will be issuer 
thereof. 
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'· SECTION II 

Fl;\ANCIAL. PLA~ 

The revenues and expenses in the attached schedules 
agree ~ith the City's fi~ancial plan except that the adopted 
new capital budget levels, · and adopted fina~cing option 
2ssumptions have affected debt service charges and real 
property tax ·revenues . . 
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B 
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'1:' .... 

3. 
4 • . 
5. 

5. 

7. 

8. 
9. 

10. 

11. 

12. 

13. 

14. 

'· 

.! ....... : • • :·. .. 

SU.\~~ili:RY Of FI:u~:-JC!.?..L PL~~ 
(in ~illicns of Dollars) 

· Ci tv F icsca 1 Y~ar 

REVENUES 
Real Estate Taxes 

. . 
General }'W'ld ~.) 
State and Feaeral Aid 
Other Revenues 

. Total Revences 

·' 
~XPENSES (excluai~g debt 

service) 
Expense Budget 
~~serve for Ove~run 

~~rP.!S ReC:uctions 

Total Expenses 

NET su~~PLUS BEFORE DEBT 
SERVICE t L-<--f' .'-fz...( ~~r..Ju.UA-

(line 6 rninJs li~e 11) · 

C..t-h-fl .UJ ~~ 
!'JEEDED .FOR DEBT SERVICE --
(See Table B) 

SURPLUS OR (DBFICI'l') 
(line 12 minus li:1G 13) 

,. 

!~n5-76{a) 1976-77 1977-78 

2,981 

3,~71 
2,606 

.2311 

8. 392 . 

7,ll79 

.1, q19 
-=--:2£.-

1,005 

. I I 4-____ JJ 

1,669 

(66~) 

.· 
.. _3,265 

~,197 
. 11,258 

272 

"1'1. qq 2 . 

·. 

10, 63~ 
- 100 
10,734 
...::_!!_Q.L 

10,272 

1,720 

( I oo 
·--.--

2,190 

(q70) 

3,23~ 

1 2: ?Og 

10,697 
· 1 QQ 

10 ,797 
- 7?ll 

10. or~ 

2~221 

Cf ~o 

. .. 

-· -
• 

2,191 

30 

(a) Octo~er - J<~ne cnly. 
(b) City su!,)mission shews MAC debt :;erv5ce deducted from General Fund* 

' u 

*Assumptions contained in Section I, Introduction . 
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,• 
l::::z;,:;~ . ...::·..;. .. _________________ ~ .·~ -~ . ,,: . """. -- ,, 

. ' 

..... : ~., ... 

),;.') :·i .,., J 

. . .. 
£,.:per!se 1 t <=rr:s 

. . 

... .,_-.. -•,'l!l.•:i. Pc.::sor.al ~ervice 
~:; -'·~"i : Othc::·r than Personal Se:?:"vice 

3 . F~i ~s e Benefits 
~- Le~se cf Facilities 
>- Vocational Eaucation ,_ 
~- ~an?cwer Training 

·· 1: Total . 

· .. . :~~t c~ell-La.'":la Housing 

... lor.s~ruction . 
':1. .Transit J!.nthori ty 

...;,J. Envi ronmental Protec-tion 
. 4 j . :·;unicipal Services 
· ,·i. Educat ion 

• •I • 
... ' ·- Other 

Total 

APITAL BLlDGET TOTAL ... 
Jf fects of Rec~ction 

· ~ - Ex9~nse Items - ., -. 
t 

Cons truction Items 

Plus Reserve 

_JEVIS::D CAPITAL BUDGET TOTAL 

... ;~~.d 
" . ___, 

,. 

. . 

c i ::v Fi sea:!. 

1975-76 

s 2 "!.7 .1 
111.l 
~2.6 

92.7 
. 17 4 .·9 

38.6 

$ 697.0 

s 209.9 

18l.l 
}.52. 9 

86.2 
165.4 
267.8 

$ 853.4 

Sl,760.3 

677.0 

875.8 

46.3 

.. ~12600. 0 

!°C2!' 

1976-77 1977-7£ 

$ 217.5 .. 
$ 197.9 

101.9 92.7 
39.l 35.6 
92.7 92.7 

160.4 145.9 
35.4 32:2 

$ 647.0 $ 597.0 

-0- -0-

169.2 138.1 
151.9 126.4 
35.7 ia·. a 
7 5. l 37 . . 9 

1.56. 3 i05. 6· 

s ·5sa ·.2 $ 427.8 

$1,235.2 $1,024.8 

605.2 555.2 

481 .2 339.3 

13.6 3~-5 

$12100.0 $ 930.0 



Defeated 

Ohio 

New York 

New Jers 

Vi a 

Bond Elections - Nov 4 

$2.75 Billion 

Capital Improvements 

$1. 75 Billion 

Transportation & Highways 

$250 Million 

Low & Moderate Income Housing 

$600 r-fillion 

Transportation. 

$112 Million 

Human Resources 

$110 Million 

Water 

$ 100 Million 

Housing 

$ 25 Million - Arlington County Metro 

Construction Bonds 

... 

-.. 

' . 
f 

.. 



Maryland 

Approved 

Maine 

Ma land 

Ohio 

Virginia 

- 2 -

$5.75 Million - Baltimore, Md. 

Off-Street Parking Bonds 

.. 
$14.5 Million 

l 
i 

$30 Million - Baltimore, Md. Self supporting r 
t 
' Renewal Areas Housing Bonds. 

$225 Million p 

Columbus, Ohio - Sewer, Water -

General Purpose 

$ 12 Million - Cincinnati L 

$10.3 Million - Columbus, Ohio 

Parks Recreational and Zoo 

General Oligation Bonds 

$21 Million - Arlington County 

Sanitary Sewage Treatment Improvements 

f -




