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April 6, 1976

AD MINIS TRA TIVEL Y CONFIDENTIAL
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(;

The attached notebooks were returned in the President's outbox
with the request that they be returned to you.

Attachment
Report on New York City 3/24/76
Report on New York City 3/17/76
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SUMMARY

1.

State gets "Endorsement" of financial plans from
three Federal agencies.

2.

Arthur Levitt's short term note sale is going
well.

_3 ·----Restoration of New York City's State aid cuts in
the executive budget may increase pressure for
restoration of Federal cuts.
4.

Progress slowed on HUD negotiations in connection
with the,moral obligation agency "Package".

5.

Transit Authority union negotiations apparently
making but little progress on wages -- the major
issue.

6.

Miscellaneous one-liners .

•

MARCH 24 NEW YORK CITY REPORT
1.

State Gets "Endorsement" of Financial Plans From Three
Federal Agencies
A.

In response to an inquiry from Senator Javits, three
Federal agencies (Federal Reserve Board, Federal
Deposit Insurance Corporation and the Comptroller
of the Currency) gave a measure of endorsement to
the short-term State notes that Arthur Levitt is
now attempting to sell.

B.

Despite published reports, these endorsements were
all something less than wildly enthusiastic "blessings",
as follows:

C.

2.

(1)

Arthur Burns said " .•. assuming a successful
completion of the total financing program,
obligations of the State and (its) four agencies
would have the characteristics of eligible
investment securities" and would be acceptable
for bank investments.

(2)

Early, of FDIC, said no New York State issues
are considered speculative or below investment
grade.

(3)

Smith, Comptroller of the Currency, said that
no New York State obligations are considered
to have 11 lower than investment-grade ratings 11 •

Comment: The net effect of these is to give Arthur
Levitt a useful 11 endorsement 11 , especially in his
selling campaign with out-of-state banks.

Arthur Levitt's Short-Term Note Sale Is Going Well
A. Arthur told me on March 23 that his note sale, both
in state and out of state, was making 11 Very good
progress indeed 11 •
B. Despite newspaper stories to the contrary, the Bank
of America did not 11 lay down conditions .. such as a
guarantee again~a moratorium, a restatement of a
prior claim on revenues, and an earmarking of taxes.
Such questions were raised at lower echelons but as
of now, Arthur anticipates that no action will be
requested on any of these.
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3.

C.

Recently, prices of New York State securities and
those of its agencies have improved significantly
indicating new confidence in the State's financial
ability and lower interest rates -- which means
lower costs.

D.

Comments: Slowly the State seems to be pulling
itself up "by its own bootstraps". Arthur Levitt's
three-man team (McChesney Martin, Eugene Black
and Bill Morton) has been a major factor -- along
with the efforts of many others.
One unfavorable
factor was Governor Carey's statement on March 23
that some of the budget cuts - which he agreed to were "simply not feasible" and suggested that he
might try for further restorations.

Restoration of New York City's State Aid Cuts In The
Executive Budget May Increase Pressure For Restoration
of Federal Cuts
A.

Governor Carey's budget, as finally passed by the
Legislature, restored substantially all (at least
$175 million) of the $199 million cuts for 1975-76
and 1976-77 which were proposed by the Governor.

B.

With this "success", Abe Beame may renew his plea
for restoration of what he claims is a 1976-77 cut
in aid of $163 million in the pending Federal Budget.

C.

Comment:
If there is any disagreement with Abe's
figures, it would seem desirable for someone to meet
with his staff to try to reconcile them and to point
out,if possible, any compensating factors that may
help the City avoid their alleged loss of income.
Numerous City people will be in Washingto~ during
the week of March 29 for the Proxmire hearings.

-

4.

Progress Slowed On HUD Negotiations In Connection With
The Moral Obligation Agency "Package"
A.

Last week I reported that progress was being made
with HUD to obtain mortgage insurance for between
$400 million and $500 million of housing projects
which would complete the $2.6 billion Agency "Package".
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B.

Temporarily, progress has stopped.
Carey's people
are confident that agreement finally will be reached.
If and when any special assistance is needed, I
shall bring it to your attention.

C.

Comment: This delay surprises the Senate people in
New York. They were of the opinion, based on
reports from Carey's office, that an agreement had
practically been reached with HUD.

Transit Authority Union Negotiations Apparently Making
But Little Progress On Wages -- The Major Issue
A.

---r.

Negotiations continue between the Transit Authority
and its unions; little, if any, progress is being
made.
The Governor was asked to have a representative of
the Emergency Financial Control Board present at
the negotiations. The Governor declined, saying
the Board would review the settlement after it was
reached.

C.

Kummerfeld, the City Budget Director, has notified
the Authority that no City funds will be available
to pay higher wages and that Federal subsidies for
transit would be reduced by $232 million over the
next three years.
Kummerfeld also pointed out that
any negotiated transit wage increases would seriously
affect the City's own wage freeze.

D.

Goldmark, Carey's Budget Director, has notified
Yunich that "there is no State money" for any wage
increases.

E.

Comment: The present law permits a deferred wage
increase if negotiated with a union but it requires
"the approval of the Emergency Financial Control
Board and cannot become effective before July 1,
1978. The Board may make stringent conditions a
requirement:
increased productivity and a "surplus"
adequate to cover the cost, for example.
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6.

Miscellaneous One-Liners
A.

Abe Beame has vigorously protested Defense
Department announced cutbacks of 1,300 jobs in
the metropolitan area of New York and New Jersey.

B.

The Emergency Financial Control Board is scheduled
on March 26 to consider a detailed and revised
City financial plan to close the new $297 million
gap; a final approval is not likely before April 1.
:·· ..
.
From ~,000 to i6,006 of the 47,000 children in
publicly supported day care programs are expected
to be dropped because the income eligibility
threshold for a family of four is being dropped
from $12,600 to $11,411.

C.

(

\

D.

Abe Beame has appointed a committee to help the
American Stock Exchange develop plans to expand
in New York instead of moving to New Jersey.

E.

Based on my talks this week with Ellinghaus and
Berger--as well as Beame, Zuccotti, Axelson,
Kummerfeld, Schwartz, I'Viebe and Kresky--I am
slightly more optimistic about the City's ability
to "make" its July 1, 1978 goal.

(
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on
New York City
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SUMMARY

~

1.

Semipermanent "Moral Obligation" Agency solution
worked out.

2.

Agreement reached on Governor Carey's 1976-77
Executive Budget.

3.

Abe Beame gets "tough" with City University.

4.

New Plan to close added gap of $297 million delayed.

5.

Slow Progress being made on City Equalization and
Assessment Problem with Dick Wiebe, Chairman of the
State Board of Equalization and Assessment.

6.

Governor Carey gives Rohatyn and Elish of MAC
(Municipal Assistance Corporation) a tax structure
assignment.

7.

Kinzel Pension Reform Program draws fire.

8.

In Summary. Repaying the Federal loan by June 20,
1976, should not be a problem. The chances of the
City reaching its goal of a balanced budget by
July 1, 1978, without new State and/or Federal aid
are about one in three or four .

•
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March 17 Report on New York City

1.

.

Semipermanent "Moral Obligation" Agency Solution Worked
Out
A.

On March 15th, the Assembly voted the last of the
bills in the Agency package that were necessary
to stave off default as of that date. According
to Dick Wiebe, the weekend story about agreement
having been reached was probably planted by Carey's
budget diFector to force a re~ucta~~ Stan~ey
Steingut to act ··on Monday~ .
. ·:·
.
·

B.

But a major part of the Housing Finance Agency
housing part (up to $500 million) of the package
involving HUD remains to be finally negotiated.
Discussions are continuing and progress is reported.
To "~ave" the program, agreement should be reached
by April 15th and must be reached by June 30, 1976.

C.

When agreement with HUD is reached, further legislation and probably state appropriations will
be required.

D.

The legislative package "capped" the borrowing
ability of the moral obligation agencies: Battery
Park City, for example, was cut from $700 million
to $285 million.

E.

Comment. Arthur Levitt is supremely happy and
believes that he is finally being vindicated.

,

2.

Agreement Reached on Governor Carey's 1976-77 Executive
Budget
A.

Agreement has been reached by Anderson, Steingut
and Carey on an involved package of changes in the
proposed 1976-77 Executive Budget .
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B.

Briefly, the changes include:
New cuts in State purposes

.

$114 million

New cuts in capital and debt
service

44 million

New nontax revenue
(increased balances, better
collection, earlier seizure
of abandoned property)

92 million

·.

TOTAL
Net increase in State aid
(including $116 for education)
New surplus

$250 miliion
$175 million
75 million
$250 million

C.

The net effect of this is apparently to restore
for New York City up to $51 million of Carey's
$55 million proposed 1975-76 cut, and up to $115
million of his proposed $139 million 1976-77 cut
(these figures are subject to audit because there
are new cuts in some other state aid such as drug
addiction and City University).

D.

No adjustment was made in revenue estimates.

E.

Comment. The further cuts and estimated savings as
well as expected added revenue may not all be
genuine; it will be a miracle if they produce the
full amounts needed to finance the restorations.
For example, cutting $114 million in State purposes
and only cutting out 2700 jobs, half of which are
reported vacant, just does not "add up."

F.

If everything moves according to present plans,
final action on the budget should occur this week well ahead of my March 29th date of last week.

(
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3.

.

.

.

Abe Beame Gets "tough" With City University
A.

Abe took the bull by the horns last week and put
a ceiling on monthly City University expenditures
in this year.
Furthermore, he said the City
would not support the 10 four-year "Senior"
Colleges of City University after June 30, 1977.

B.

Apparently Abe realized that City University
matters were getting out of hand and that a major
part of his plan to close the "new 11 gap was in
j~opa:r:dy.

.. .

·:· .

c.

4.

. . . ..
": ..•..·.
. ..
On a full year basis, turning over the Senior
Colleges of City University would reportedly
save the City $140 million per year (this is not
an "audited" figure and is subject to revision).
•••

0

D.

Both authorizing state legislation and appropriations
would be necessary to "give" City University to
the State; it would not happen as a default just
because the City gave it up.

E.

The State Board of Regents will strongly oppose
combining City University with State University.

F.

State University Trustee probably will oppose
two State Universities.

G.

In my opinion, one possible solution would be a CityState University, with tuition, State financed
but operated on contract by the City.

H.

Comment.
The changes, thus, appear good that City
University will at last get tuition and that the
University will go to the State.

New Plan to Close Added Gap of $297 Million Delayed
A.

A complete plan to close the gap was not submitted
to the Emergency Financial Control Board on March 12
as expected; a progress report was made.

B.

Another progress report was submitted to the Board
on March 15th.

(
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5.

6.

7.

C.

It will likely be another two weeks {around
April 1) before final revisions are agreed upon.
The reasons are real:
{1) some tough major
decisions have to be made, and {2) the City
is, in effect, adopting a two-year budget.

D.

Comment.
Some of these cuts will raise good
questions as to whether the City can and will
"take'' the lowered levels of serv.ice thatwill
result.

Slow Progress Being Made on City Equalizatfon c;;_nd
Assessment Problem with Dick Wiebe, Chairman of the
State Board of Equalizatio~ and Assessment
A.

The City finally is getting "on the ball" to
provide Wiebe and his people with better information
on property assessments.

B.

Wiebe is not convinced that the City will be able
to give him enough "good" information this week
when they go to Albany to enable the Board really
to help the City.

C.

The City has reintroduced the rate-freeze legislation
which it wanted last year but did not get.

Governor Carey Gives Rohatyn and Elish of MAC {Municipal
Assistance Corporation) A Tax Structure Assignment
A.

Carey has asked Rohatyn to make a thorough study
of the City's tax structure to find out what
changes could be made to help keep business and
jobs in the City.

B.

Major helpful proposals may come out of this
project, but I would not "bank" on it.

Kinzel Pension Reform Program Draws Fire
A.

At the March 15th public hearing on the Kinzel
proposal, everyone but union representatives
endorsed the plan - even Paul 0. Dwyer.

(
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B.

Even with the endorsement of the Times - and
increasing public support, passage of the program
does not seem likely in 1976.

C.

Comment. Only with a well organized public
"educational" program to force the Legislature
and Governor to cut, could approval be expected
in 1976,

. 8. . In summarz. . ~~paying ..tl!e· F!=deral ~oa_n. qy ·.J-qn~
· 1976, should not b~ a problem. The changes ·of
City reaching its goal of a balanced budget by
1978, without new State and/or Federal aid are
one in three or four •

•
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