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THE PltESIDENT HAS S1iEI ..... 

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. 
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THE PP.ESIDE!lT HAS SEEI .••• 

ZCZCWHB078 
00 WTE13 
DE WTE 6449 3202341 
o 162345Z NOV 75 
FM BILL GOROG 
TO BILL SEIDMAN/PARIS
ZEM 
UNCLAS DELIVER AT OPENING OF BUSINESS WH52142 
TOI BILL SEIDMAN, PARIS 
FROM I BILL GOROG 

NEW YORK 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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.XU PRESIDENT HAS 
SEEN . •••_ 

THE WHITE HOUSE 

WASHINGTON 

Novennber 17, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: MAX L. FRIEDERSDORF IN. b· 
Attached are two additional Congre ssional connnnents concerning the 
plan being offered by New York City. 

-::'~(.-,~\ 
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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. 
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THE WHITE HOUSE 

WASHINGTON 

November 17, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: MAX FRIEDERSDORF -iI/'b · 
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. 

Senator 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 Cityl 5 irre sponsible 
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 agreement s for the 
benefit of current employee s at the expense of all 
beneficiarie s of the pension fund s. Que stions what guarantee s 
the Federal government will have for repayment of "seasonal 
financing" . 

" 




THE WHITE HOUSE 

WASHINGTON 

November 17, 1975 

MEMORANDUM FOR: MAX FRIEDERSDORF 


FROM: 

SUBJECT: 

Al Cederberg (R-Mich.) 

Jack Wydle r (R -N. Y.) 

Bob Michel (R-Ill.) 

VERN LOEN V{,
Congressional reaction to New York City plan 

Wants to see the state and city take the 
neces sary actions first to put their houses 
in order. "I donlt trust those guys. II 

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 jus t 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 Pre sident. 

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 member s 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. 

"Fir st, 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 themselve s before any commitment is given from the federal 

government. 
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"Over the weekend, I was per sonally 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 other s, 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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CON F I D F N T I A L~~H52t~7 


NCVE~B~R 17, 1975 

MfMORANDUM rOR TH~ PRESIDENT 

- FROM I [.j AX FP, I EDERSDORF' 

-SUBJECT NFW YORK CITY 


THE HOUSE OPENS DEBATE TODAY ON rY~ RrUSS-AS~LFY GUA~A~TE[~ 


LOAN LE~ISLATION FOR N~~ YORK CITY. 


OVER THE WEE~[ND HFRF P~[SS ACCnUNTS INDICATED THAT MINOPITY LEALER 

JOHN RHO DE SAND CH AIRMA N RE t: SS H A 1) AGP. ~ED'- UPON A COMPROr-: I SE 

PEl1SS 9ILL CALLING rep 84 f"ILLIO~J iN GUARA~l'IEED LOANS FOR A 

FIVE • YtA~ PFP.IOD. 


\ 
'~PUS~ WAS QUOTFD IN THE STORIES THAT HE eELI[VEP THE 

P~FSIDEKT WOULD surfORT THE LEGISLATION NO~ THAT THE MINORITY 

L!ADFP ~AS ABOARn. 


~CCORDING TO OUR CONVE~SATIONS WITH ~ILL STANTON. A. CEO[RBERG AND 

, soe MICHEL. THEY ~AVE NOT BEEN CONSULTED YIT AND ON ANY COMPROMISE 

i WITH ~FUSS THEY WILL R[MAIN ADAMANTLY OPPOSIO T~ ANY FORM 0' THE 


!I RE!jS~ SILL. 

!" 

JOHN ~Honrs IS STILL IN ARIZONA AND wrLL NOT BE BACK HERE 

, llNTIL "'UFStAY FVF.NIN(" BUT l)JE DID VERIFY TODAY THAT HE }-(AS REACHED 

)AN AGRE~MIN! WITH REUSS TO SUPPORT THIS COMPROMISE VE~SION. 


~ PILL STANTON WILL INDICATE TODAY TO THE FULL 8AN~INC ANL CURRENCY 
COMMITTEE THAT THF MINORITY ME~BERS OF THE CO~M!TTEE OPPOSE ANY 


! V[RSION OF THE REUSS fILL A~D THAT THE AD~INISTRATION IS ALSO· 

. IN OPPOSITION. 


T~E HOUS! WILL DEBATE THE R~USS DILL TODAY WITH THE 

AMENDMENTS AND FINAL PASSAGE SCHEDULED 'OR 

TUFSrAY AFT~RNOON. 


THE MINORITY LEADERSHIP IN T~E HOUSE A~n SENATE AND THE RANKING 

JURISDICTIONAL MEMBERS HAVZ ALL BEEN SUPPLIED WITH AN A~YLYSIS 

OF THE N~W YORK CITY PROPOSAL TO THE ADMINISTRATION AND WE ARE 

SOLICITING R~ACTIONS TODAY FROM THEM. 


I SUGGF5T TH~ POSSI)ILITY or A LFADERSHIP MEETING TUESDAY 

FND OF' PAG!': 01 

'~r: ,;\! n~S I ',' ~J 0 U.' INc; F J-! CL: ! S , ..,! C H rL t ~ r,,; .f' ~K 5:) /I!. Ii, L .J CJ.; ".j SCl N 

t:r;! ::::>r'A\1'r,,\), !rn I·WTG~TNSON' C,~V:'\I':;'LL ''i)i'Lf~T ~;\",. 


$~NPTORS $COTT. GRIFFI~, CU~TJS. HRG!KA, p~onKf ~ TONER. 

MAqSH ADVTSE3 THAT STANTON HAS WRITTl~ A LEltER 

T~ 0~H[R rOMMITTFF M[~prRS S~ARPLY c~rTICAL 01 R~ODE5' AClrr~. 
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MEMORANDUM FOR TH[ PRE~InFNT 


rpOM: MAX rRJF.DER~DORr 


SU~~FCT NFW yanK CITY 


T~E HOUSE OPENS DEBATE TODAY ON THE RrUSS-4~uLEY C~ARANTEEG 


LOAN LEGISLATJ~N fOR NEW YORK CITY. 


OVFR THE W[E¥E~D H~R! P~!~S ACCOUNTS INDICATED THAT ~INORITY LKAG£~ 


JOHN RHonrs AND CHAIR~AN REUSS HA~ AGREED UPON A COMP~Q~IS[ 


RE~l~S ~ILL CALl.ING FOP &4 filILLIO~! IN GUARA~)T~~ED LOANS FOP. A 

'IV[ • Y~A~ PFPtOD. 


~!USS WAS QUOTFD IN T~! STORIES THAT H~ qELI~VED THE 
! PRESIDENT ¥OULr SUrpeR! THE LECJSLATION NOW THAT TWK ~INORITY 
: LFADfR ~AS A80A~n. 
\ , 
\ACCO~D1NG TO our CONVERSATIONS WITH SILL STANTONt A. CEDERBE?G AND 

BOB MICHEL, ~HEY HAVE KOT REEN CONSULTED YET ANO OM ANY COMPROMISE 
WI~II ~~USS TH~Y WILL R[~AIN ADAMANTLY OPPOSED TO ANY FORM 0' T~F 
PF:!j~~ i=\!LL. 

JO~N PHC~FS IS ~TILL IN A91Z0NA lND WILL NOT BE BACK HERi 
UNTIL TUESDAY fV~NING, BUT WE DID VFHIFY TODAY THAT HE HA~ REACHED 
~N AGR['~FNT ~rTH FFUSS TO SUP?ORT THIS COMP~CMISE VERSIO~. 

!:lILL !''t'ANTOti ~r!LL INDICATE TOCAY TO THE FULL BANI<ING AND C'JRqENCY 
COMMITTE! THAT THF ~INOPITY ~E~BERS OF THE CO~MITTEE OPPOSE ANY 
V!l:RS!O"-l OF' THE REUSS EILL AND TMAT THE ADMINISTRATIOt'l IS ALSO 
If-,! OPPO~ITION. 

THE HOUSF WILL DEBATE THr ?EU9S BILL TOrAY WITH ~QE 

A~ENOMrNTS AND FIN_L PASSAGE SCHEDULED FOR 

Tur~rAY AFTFRN00N. 


THE MINO?ITY LFADERS41P IN THE HOUSE A~D SENATE AND THE RANKING 

JU~ISDI~TJONAL M~MPERS HAVE ALL 8FEN SUPPLIED WITH AN A~YLYSIS 


or THE NfW YORK CITY PROPOSAL TO THF ADMINISTPATION AND W[ ARE 

SOLICITING RFACTIONS TODAY FRO~ TH~M. 


I SUGGfST THF. POSSIBILITY Of P LEADERSHIP ~EETING TUESDAY 

'1f!r.i~q ,ot:'VI S!S TJ-IAT STAWrQ~i HAS WftITiF,l\· A 1,,'11'[';' 

TO 0~~~P ~OMMITTFf M~rpFR~ S~rqrlv CQITICAL ~F ~YODES· AC1I0N. 
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F'M JArK MAPSH 
TO DICK CFFNP:Y 

c 0 ~ ~ ! DEN T I A L ~H~2158 

~OVEMBER 17, 1975 

~~MORANDUM FOR THE ~~ESIDENT 

F'ROMI MAX F'RIEDEPSDORF 


AT THE LAST ~INUT! TODAY CHAIRMAN REUSS PULLED THE GUARA~TEED 
LOAN BILL FOR ~EW YORK CITY FRrM THE HOUSE SC~EDULE. 

TH~ DECISION CA~E A'TER PIUSS RAN INTO VERY HEAVY REPU8LICAN 
OPPOSITION TO THE SO-CALLED REUSS-RHOD!S COMPRO~ISE IN COMMITTEE 
THIS MORNING. 

pruss CUT SACY THE BILL TO t~ BILLIO~ OF G~ARANTE[D LOANS REPAYABLE 
!HPOUG~ 19R8 AND ALL O~ THE ~EPU8LICANS LI~ED UP AGAINST 
TH~r PROPOSAL. 

TH[ }!QUSF R!~r~LICAN POLICY COM~rTTEE MET TODAY AND REFUSED TO 
EN~O~S[ T~( PEUSS·QH0DES PROPOSAL AND PILL STANTON. RANKING MINORI7Y 
MFMbER ON ~HE SUBCOM~ITTEE, CO~PLArNED AeCUT THE LACK OF CONSULTATION 
RY TH~ MJ~ORrTY LEADER. 

~ MEFT!Nn ~A~ ~EEN CALLED IN RHODES orrICE AT 9145 A.M. TOMORRC~ 
WITH T~[ MINORITY MFM8~R$ or THE BArKING AND CURRENCY COMMITTEE 
TO CI~CUS~ ~EW YORK CITY LFGISLATION • 

••• > 

STANTC:~ FiF.PORT£D t-lUCH CRlrrClst:FdF P.~{oDr..s AT THE POLICY MU:TING 
AN~ ON TJ.!! F'LOOR TODAY. P'jfOM -MEMBERS ._~HO RECEIVED FRESS JNQUIP.lli:S 
r;'ISF!HE il/F[,KEND CONCFRN I NGTHltlR ?O~ IT I ON Ot\ THE 7tHODES" 
pruss COMP~OMISE. .' 

STANTON SAYS H! FULLY SUPPORTS T~E WHITE HOUSE APPROACH TO THE 
~EW YORK CITY SITUATION AND WOULD LIKi FURTHER GUIDANCE AS 
wr CC~TrNUE TC CQNSIDE? T4F NFW YORK CrTY PLAN. 
~21'1l8 
#64'78 
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MEMORANrUM FOR THE PqESIDENT 

FROMI MAX FRIEDERSDORF 

SUPJtCT. NE~ YORK CITY 

AT THE LAST MINUTE TODAY CHAIR~A~ REUSS PULLED THE ~UARA~TEED 
LOAN BILL FOH NEW YORK CITY 'RO~ THE HOUSE SCHEDULE. 

THE DECISION CAME AFTE~ R[USS RAN INTO VERY HEAVY REPilBLICAN 
OP~OSITION TO THE SO~CALLED REU5S"RHOD!S COMPR1~!SE I~ CO~MITTEE 
THIS MORNXf-1G. 

REUSS CU! BACK TPE BILL TO i3 BILLION OF GUARANTE~D L04NS KEPAYAELE 
THROUGH 1932 A~t ALL OF' THE REPUBLICANS LINED UP AGAINST 
THAT PROPOSAL. 

T~E POUSE RE~U~LICAN peLICY COMMITTEE MET TODAY AND RErUSEC TO 
ENnO~SE THE REUSS-RHODES PROPOSAL AND BILL STANTON, RANKING MINORITY 
MFMb~R ON THE SUBCOM~rTTEE. CC~PLAINED ABOUT THE LACK OF CONSULTAT!ON 
BY THY. ~INORITY LEADEP. 

A ~EETING HAS BEEN CALLED IN RHODES o"rCF AT 9145 A,M. TOMORROW 
~ITH THE MINORITY MEMBERS OF THE BA~KING AND CURRENC~ COMMITTEE 

TO DISCUS~ NEW YCRK CITY LEGISLATION. 


STANTON RE?ORTED f\1UCH CRITICISM-/j, RHODES AT THE POLICY !'t.EETiHl 

AND ON THE ,LOOR TODAY YROM ~EMB[RS WHO RECEIVED F~ESS INQUIRIES 

OVER T~E WEEKZND CONCERNING THEIR posITION-ON THE BHODES~ 


RF,D~S COMPROMISE. 


STANTOM ShYS HE FULLY SUPPORTS THE WHITE HOUSE APPROACH TO THE 
~EW YORK cITY sITUAT!ON AND WOULD LIKE 'URT~[~ GUIDANCE AS 
~E CONTINUE TO CONsIDER THE NEW YORK CITY PLAN. 
;'?:258 
#6478 . . ., +- ".!';il" 

Dctennincd to be an ~drn~lis'radvc n.2! "d <> 
Cancel:ed per [,0. lL35o, Sec. 1.3 an 
Archivist's memo of March 16. 1983 
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THE P~ESIDENT HAS SEEW .... 
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 

1. PURPOSE 

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

II. 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. 

III. 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 

FROM: STEPHEN S. GARDNER~ 

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. 

1. 	 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. 
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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 l1arch, and the entire 
amount to be repaid by June 30 of each of these fiscal years. 

3. Details 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 ~ffiC bonds to reduce the cash 
flow drain on the City. These understandings are contained 
in letters to ~~C 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 ~mc 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. 
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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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THE WHITE HOUSE 


WASH I NGTON 

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 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. 



.~ \' ;1""\, 

";\ 
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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 lren 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). 

Option C: 	 Provide Federal assistance for the five years outlined 
in the current House bill. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON, D.C. 20503 

1. 7 1975 • 

COLLI 

NOV 

MEMORANDUM FOR: 

FROM: CALVIN J. 

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 age~cics 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: 
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ALTERNATIVE 1.0MB to conduct a new survey to obtain 
directly from the agencies (principally, Health, Education, 
and Welfare; Labor; Housing and Urban Development; and 
Agriculture) 
effort would 

up-to-date Federal payment 
take three to five days. 

information. This 

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) 40.8 
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 
New York State 

(in millions) 

to 

Highway construction (DOT) 
Medicaid (HEW) 
Training for local public assistance 

employees (HE~\T) 
Social services assistance (HEW) 
AFDC (HE\"l) 
Educationally deprived children (HEW) 
Vocational education 
Intergovernmental personnel assistance 

$ 30.0 
1115.0 

10.9 
160.2 
656.7 
117.7 
14.0 

• 2 

TOTAL 
75% of TOTAL 

$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) 40.0 
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) 40.8 
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 ew 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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L~~islators Turn to Tax; Propostlls, but,:Manyin Alb~ 

enc:0UJ~4mulPtllq 'tQward" the idea of ~ut~ gent a pr 

up their share of it that is: ltax. mcrel 
granting of at least ' $1.5 tax' i11crel 

in loan guarantee. 'for cepted b) 
fiscal year, land $2j 'b!l- A spok 

. more .in guarant~es fC?t the derson SI 
ttftl_.... 
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~ to i~sist that, the state's sion but 
bUdget deficit Is not so gre:>t until Janl 

VUJ"alilS the $1.7 billion figure for 17 
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mentioned this week..!-tmd ' 
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tIt 't .. ' PESTICIDE BILL GETS tfarm committees in advance J 

.S..CJ)llr~C n erVenlOIllllCKINGINCONGRESSlany pr?spectlve new pesticide 
• ' . I • _ ___ .~, ~ , ' regulatlons, .50 that they may • 

Mr. , Bi,el ~ estimated the /tion. The "mechani~'; wO~id ' WASHINGTON, N~~~ 15 (UPI) file objec~ions if they wish. 
Ill Ount 'of ptlrcltases that,~. ld ipresumabl~ be20 bsi- ~it- ~ouse-Senate conrerence : Th~, bIll. would . De ·'fIiat· t!l··~ aIlow~..th ' 
(' made witb "new mon,ey" tive totrrp~es of the com,mlttee approved a comrro· age,n,c) to I~nore the a~, 
oming into ttle Syst~s at unions , ,.. ' ~ ,.,..... jmise ~ill today extending Fed. nol1~~. rule lJl cases. w~ 
' 1,5 billion. ,t1'he rem,.inder ~r. 3igef sai4 limply.,!hat ~he l eraf' ,pesticide control until , ~stlc,lde was cO.~ldered 
\'ould involve liqUidating other ~ntO~s w~n~~"'e means; of : April,~ 1977. and giving farm in- ImmInent hazard to b~n 
oldJnl!!: 'mllltJy corporate telltng the playeq on, tt;e fIeld Iteres til a chance to comment be- health. , . " 
onds,' In the -tystems' portfo- today, becaUSe ~Y..don,! Wt;arl fore lie", pesticide bans are Another provlsloll eq~r7i
ios. ' ~, , numbers on. th~lr backs,. Wh~t d t ' d ' I the agency to aUow the '~ 

In additJ ,.to agt'eeing- to he was saYIng IS that the l ulU. ,a op e ' I , of modified "self ' fi n 
lUrchese $2. billioD - In city ma~~ sou~e of decision mlik .The ~~glslatlon a\lows the En' \plans" wllen' it ap~ . , 2 
ecurities- . [t .~ ' nextthree !Jng In cIty government had ,V1ronmental ProtectIOn Agenc~UItW TeQ,l,liriJ)& l ann!1J to A>e 
'eans, the = have agr1!ed /n,:w become obscur,, ; ito ret~n Its authority to revi~l!tede,f"l1~ ~ertifI~ to haMle 
o "roD over""t 'Uten<L<-<!itY~ . "I don ' t know wtietber the pestl~lcle I controls and ban <fttngeroul cltemlella 
otes arwl "M." bonds in thei bIg members of the J:m~rgcnq' hemlcals fOl,lnd hazardous 10 Jt atlIO· 
)O ~sasslon: ~· .. Financial hoard wOl$1d, wanj to an or t"e e".vironment.insist {~,' . 
Som~un.,....uroes mdica.ted lwear .numbe~s ?on theIr, su.lts," \ ~ut, ~~e~tmg farm and in- I forms sfgned 

hat. the 'lIillDr leadeu ,were Mr. Blgel sale After all, they dustry c;'tltlclsm that the agencyiclude a statemen~ 
' eeki1ll':whattwne;t~ed j'so~elall ,we,a~ Brou~s Brotliers. $0 .~cted !OO hastily,i~ past fmri~r has received 

n('w. ~eBI~nllm' In ' th~ 'city whl,le ItS. a serious recomm~ · case!fottne blll ,would requIre the approved training .. _ .• . 
Bdmlmstratlorr to ,work In th~ l datlOn, l,t:5 a tough one tQ, 1m agenct to notIfy the Agriculture designed and administerecS;lby
areas of productl.Vlty and attn· lplemcnt. ' • Secretap. and Congressionai stales. 
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By STEVEN Jt WEISMAN 
.' 

PRESIDENT IUS S 

THE NEW YORK TIMES. SUNDA Y. NOVEMBER 16, 1975 L+ 59 

o T ax Proposals but Many In Albany Insist on Ford Assurance Before Passage 

"'been frozen from the credit pliclt word of encouragementjing toward" the idea of pllt- I gent a priority to the slatewide1agree 00 the actual size of the around the state that are il-' notes. set up speciaJ debt sen
markets for months. \frOm the White House before tmg up their share of it thal is, tax increase as he is Lo the cilYjstllte's budget deficit. ilegally spending for pension ice reserve funds and complel 

5ped.L1l1>l'h.N... \~lr'l'lm.1 f SO far, the special session. they rush ahead to enact the the granting of at least $1.5 .tax inercase-a priority ntlt ac, The var~atjons in the. esti. ~programs outside their tax lim· !some projects-all actions ue- • I' 

. ~BANY, N~'. l~tate 0 - which began late this week, haSlpainful tax increases. billion in loan guarantees for lcepted by the Republicans. ,~at.es-~vluch Mr. C~e)' ~ .10', itations, and also the possibiHiyjsignedto put them on a firm 
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a broad range 0 tax proposals Iagencies, the Housing Finance Washington, they brought to , next. , stance, that the Senate majority er to $250 million-hinge 011 primary in oext year's election:' marke~ on lheir o~n !Jnce they 
f~r the !lt~te an~ ,New . s of Federal officials letters of com·! Senator Anderson, a BU)g'leader might not agree to aClldiSagreements over what funds .The statewide taxes proposed are vlewed by my~storsYor~ Agency, and .on the prOblem as 
City '~fter eglslatl\ e ap~rova INew York. City a;'d Yonkers. mitment from the different hamton Republlcart, has CO". ,on the taxes during this ses- shoul.d be included in the budg- b:.; ~1r. Goldmark totaling S86. Olsound. In the meantime, ~Gov
last ,lught ~d this momlIl~?f The LegJsl~ture s approval of parties shOwing how the city tinued to insist that the statl~'s sion hut simply put oCf aclionlet thiS year, as well as on p~. million annl!3.lIy. include a. I ' ernor Carey had ask~d lhe Fed-
a moratorIUm on the Clt~ s ~e moratonum measure I.ast intended to deal with its bor-lbUdl!et deficit Is not so Stfl<If til J n 'Jected revenue and spending cent statewI~ sal.es. tax ~n · eral Reserve to conSider a tell}~
debts' and the last-minute fis-jDfght ~eant tha~, for ~~ fU'Stj . roblems in the ears as the $1.7 billion figure for 17 un a uary. estimates. crease - W~ICh combmed w:th ! pora~ loan of, more than 11. 
cal resrue at both Yonkers and t1me S1I1ce t~e fiscal C~ISIS be- rowmg p y . Imonths that Mr. Goldmark Chang.es Echoed Democrats caucus la 1 cen~ city sa)es tax ns~lhalf.bIUlo,!dollar~. . 
the "State Housin FinancelgaJl last spong, the City "f35 ,to come. mentioned thLI; week-and ' 1\lr, Anderson st lhe day . would brmg the city sales lax Early this mommg, thei:c!ps. 

. _"/I g no lon~er in danger of bemgl Among these elements were other RepublIcans have insls1ed Iconferring with aff members B~t the flTSl matter for lhe!t.o 10 ~ents on lh~ dollar - lature approved. S~O million 
AgeD!;),. . . IforCed mto. a long, d~awn-out the following: .. Ithat the gap can be closed: py on re\'enue prop all and pos- Legl!'13t~TeW1l.1 be lheproble~s and taxes O~l gasoh~e, banks, wort~ 01 approprtatlons to ttl 

Several offiCials continue .to and potentiaU~ chaotiC bank-I f] Letters from the mUllIcIpal cuts in sperrding instead of new lsible cuts in lhe'<...:trudgel, his~or the City, said the spokesman I liquor and cigarettes. He also . Housing Finance Agency .to In
insist; however, tllat the Legls- ruptcy proceedIng. 'labor leaders that tiley would Itaxes. . I spokesman said. for Mr. Anderson. !suggested an emerge~cy sur- sure thllt the agency will re
lature, which has recessed un- But the meas.ure left unre-I ee to use their $8 billion "1 think we got an A mlnu.~,..! "leI there be no misunder- The. Democrats. meanwhile. charge o~ the c.orpo~·atlOn fran· 1fund short-term notes pUT.a
til Monday aftemoon, could nOl solve~ the question of whether: ~Sion s stem-which already ' said Feli" G. Roha~yn, chillr-! standing," he added. "In all our held dlScusslons today and plan chlse tax for UliS year and next. chased by .State Comptroll 
be asked to enact any Of. the the CLty w~u1d. be able to dO I~ Id Y th $1 billion m lman oC the MUOIclpal AS:ftS- conversations with the Feds, all to contll1ue the,talks tomorrowl year alone. . IArthur Levnt out of State 

. th the borrOWIng It m~st do after .0 S more .~ I .. tance Corporation and an aT' Ihe are asking of us is tha t 'on whelher to Include for con- Mr. Carey Is seeking $180 Treal.ury funds. The purchase 
t~e!l .UDW erefrwas :or~.ex: Dec.. 1 to pay for Its essentJal!~~y :r~~io~~~~~tiee~~lab~;lchite<:t of the un~.iding 5cries ' we Yh3\'e a 'balanced budget at siderationin the Legislatur~t.he , million worth of appToprialion~ or these nOles ave0ed an 
phclt Insuran:e om as mg semces, , $2.~billlon more in city securi.'of fis~a!.rescue package~ Sllll'e the end of the year. Th~y don't problems of communlllesito the state ageocles Lo repay1agency default on Fnday. 
ton that PreSident Ford would No 'Splashy Cuts ties, about $500 million before\ the criSIS began last ~pnng.. Icare how we accomplish It." -, . . 
approve • measure .to guaran- State Budget Director Peter next June 30. The letters also But other !ilare offlr!als ~:lId. He echoed last nigh.t by Perry \ ' ~ 
tee city borro'\\ing It the , Leg· . Goldmark Jr.• workin' g atlwere reported to have containecl ; tha.t the F~~E.'raJ official;. h.ad B. Duryea, thc Montauk. LJ., 
is\ature dld so. his office here on the city's the labor leaders' agreement 101 "mlsgl\'tngs becaUSe th'! .state lRepubhcan who IS the Assam-

In a post-midnight news con· e\'enue problems. reiterated increase the employes' annual had not yet come .up Wlt!,l a DIy minorIty leader, lhat any I' 
ference in the Red Room of today that the state was. ~re- contributions to the pension Iplan as. comprehenslV'.! {or It~le comentions by Governor Carey 

C . I B IIdl paring to make $400 mllhonl funds by about $85 million a ibOrr0Wmg needs of thl'! stnle It· or others thal Washmgton was 
the State. apIto u ng, worth of cuts iI1 spencting over sum to be laken out of th'eir selr. ' which is put at $1 !lillion requiring statewide laxes III 
where he Signed the me~sure the next year and a half, but current take-home payor fringe! startIng next April I, and ~the return for Its rc.-cue of New 
passe~ minutes before 10 th he said the ~uts would. not be benefits. Istate agencies, which are sched-' York City were "totally false." 
Legislature, Governor Care specified until the LegislatureI ilL tt rs from the city's, uled to borrow more than; The spokesman for both Mr. 
sald he thought it would b approved some sort of revenue b k e e well as the pension: $500 mIllion in the next ~ew Anderson and ~ssembly Speak
reasonable to expect a respons package. .. f ~\~J finandallnstitutions monlh" alone and must horro~v er Stanler Stemgul., Brooklyn 

. He and other state OfflClils un S .. ," : $2.5 billion to complet!! thelr Democratic. said that one of 
within 48 hours from Washlng- also refused to elaborate on a.greetng t o r~lI o~er. or re existing programs. l ithe first matters of business 
ton on the loan guarantees. the abrupt announceJJ?ent by f~ance, $~.billion in maturIng For this reason. Mr. Carey for the Legislature Ol';"t week 


OptimIsm Voiced Gove-mor Car~y. at ~IS news city secuntles edln .the next few 
explained, he is attaching as ur- ""ould be to determme andi 

. , . confe-rence this mommg, that years at reduc mte.rest rates. 
=~========~~;:===:======:=======' DespIte President FOrd .5 In- the state would announce soon This had been negollated Wlth 

,istence that the legislature a series of cuts in Medicaid the banks during the week. 
must enact Mr. Carey's fiscal and welfare programs, saving fJ Details on the moratorium I 
plan before the Prl'sident $500 million for Federal, state proposal-eventually aPJ?roved, 
could make a commitment on a!1d local governments com- by the Legislature last rught

aid to New York, aides to the Ibll}~liese will not be easy, ~~s$Fse~1Ilf:~~~nJhro~ri;~~~~~ 
Governor said today they splashy, front·page kind of ing city s.hort.term notes for 
thought there would be a good uts," Steph.en Berger, ~he.State three years wit h a reduced in. 
cha.n~ of winning such a S~lal. Ser.·I~es C~~IDl~f,on,e,r, terest rate' paid annually. and 
commiiment anyway before sBld In .anjnmt~~ . with the option enabling note
':he ta;' , program was acted on. we mon . . e over- holders to exchange t hem for 

''They understood that 0 ' a a priority our long-term M.A.C. bonds. 
actions are contingent upon analysis of ~he f uI.l range of ClDetails. also on other ways 
f.heir expressing themselves." human servlce-ciehvery pro- tbat the city mtends to keep 
.' .' . . grams." down Its three·year cash needs, 

said <!De .ofrlclal who. attended Mr. Berger said that at least including the use ot its sinking 
the meetm,g In WashlOgton on some of the CUlS, however, funds, and the reducton of it~ 
Frlda~ . Wl~l Governor Carey, would come In programs seeking deDt.ser.'ice requirements be. 
the legtslatlye leaders, Dr. Ar· to reduce the inellglble fam· cause it will not have issued 
~ed Fj~' cl\a~a~ of thd!·i1ieS, estimated at 8.6 percent any long.term bonds over the 

era d ~n~ au ' an of the recipients, under the riod of the moratorium. 
top . For. m stra on eco- Aid to Dependent <;:hildren pro- tjPerha])s most painful of all 
nonue aides. I pam and to eUmlna te abuses .,

The Legis)ature-summonedi m Medicaid billing. Mr Gold- proposal to tncrea~e city rev 
for its special session to deal I mark said the welfare a~d Med. nues. by $200 nullion a ye.'l 
',,;th the fi scal crises besetting icaid cuts would be above a.od . which would m~an $100 mi. 
the oity, the state and state! beyond the $iO million that the han for the. remamder of lhl 
agertcies - is being asked by· Emer~encv Financial · Control year-from !Dcreased. taxes. AI 
GOVl'mor Carey to enact at Board had imposed on the New ough Mr. Carey said he hft . 
least isome of a variety of t:tx York City go,"emment. not settled on what sort of Lax 
increases to deal with W11Qt The agl'nda for the ~pecial 'ould be Impose~, the mO~l 
budgH officials insist is a pro· session is (lidded in three part. common ~ne mentloned here I 
jected $1.7 billioD spcnding--dty, state and ~late agency. a I-cent Increase m the sale 
deficit in the next 17 momhs. Each has a different set 0 tax_ Mayor Beame, however, 

Part of the rC\'enues nn' SIIP- ihterlocklng political problems !las said he \\il! ask. the L~g. 
posed to pay fur a series of and sensitivities that are msk- Isla lure to conSider IOCTeaSIl1J 
t':nergcncy appropriations that in'g action cumbersome and the Income. t::x or the com 
the legislatuT.tl is also being slow. uter tax J/mead. 
a~ked to make to f;trcngthen Not thl' )e:ISt of the problem Thl! state officwis ~'ho me; 
lhepositions ur four independ· fudng Mr. Carey. as well a with \\,hne House aides and 
enl stale ilgl'.ncies thnl, borrow Senator Warren M. Anderson. Dr. Bum s. said that the Wash· 
on .the stale's "moral, oblfgll.'the t;lajorJlY leatjE'r, is thrir inotnn nff ..·.al._ .. nru:" ...... _..._.JI 
tlnfl" to. repa;.'. · but which hllve1mulual pr~fer,.n '· 
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° Aft·A °d ° n C ·t F-' . 11 T ~ t A ,.t USC ttl t t ,. PESTICIDE BILL GETS farm committee~ in ad"ilncUnl OnS. ,el 1 In6 1 y InanCla ... y, 1 Y ,0 Vel .. on rae n er1'en 10n.BACKINGINCONGRESS:1n~' rro~pecllve new pesticlda
• _; _ _ _ ,. ._ . _• _ _ i rcguIHILon~. so, that the:( maY' 

R\' .JORN nAnNTO~ Slate. C( l unt~' anrl .'ot1lJnidpal l:alled T.T.H .P•• or " i llc rl'a~~d lion Ilf r;-l'yill~ Ihn full cl:rlifi~d,' Mr. Rigel CSl'nwt.r.d I IH ~ lillll , 1he " rtlccl1unisin" wClulll1 WASliINGTON. Nov. 15 (I'PI ) f l ll~ ObJect,lOnll If ILh,eY,WISh.
• . L I' · I k h . " ' I I - • - h - . I· ,I ' -. r _ . The bl I wou ( a low 11',In ilg reein,g to J $2..1 hHlrnl1 nI p ",'ces , put It. . <1 e· nme ,MY., Wlll<; ,' )Cgilll rat.'.:~. st) I,lat t !=, CIIYS s wre .UlllOUltl"f pUI"[:h'bl'r. thill .:nlllci prcliumabl!'! hI' nne IlInt IsS('TI~i- :-A House·Senate enn el·'l ll"l' ,. ,.,' " ; 

prnsion.funri iO\cslml'nt in Cil\,\I~u , ;'!!r!' PIt1 (, nl S ha\'e "p' In 1!l60.6.1 undel r'lrIl1('1 .\~a:\,1I1 I~ :Ioded OI,I, tII/1 01,;' he made wph "new mnn,cy" lin' 10 Ih!>, ' desirl"S fir Ilw 'cn.mm II IN· approvetl II " "" i"'II' agc n..,! In I~nore th~ ad)s" . 
~ 'T d .. . p.lr,en lly !lilt 'Vel h(,(, 11 l'!'ao.:hpd , ~CJh~rI F_ Wagnt J. lInder ,ll. f he toJn'LlIlL"i lh~ (If tile taIte, 'on'.. ot th _";;Ie .. l uniuns, - nll~e bi ll today (!.'l l t'OlJlJ)g )'c.l- nulln rule 1n cases where! a 
,('lun Irs an tn Inlre8scd I m· with unions 'representing CJ. Instead of granti ng a pay In - llt,me pay plan ' :al\s flJr nev.. ~~II\" I. n . e s!-. Ill.S a. , . , .. • '. -,.' . pcsl\l"lde wa, consldr.rcd 
pillvee contrihut inn~ 10 Ih... pen- I"'e d r' '1' Ik· P crnase lh!' lit\' IJfff'l"d II) Ila" Ic"I, lrltwr< l'JCll .....·1r Sf) I"vis· SJ.. ' bdlion, I he remamder \ " . <SLgel li!IIfJ Sllllfllv- t hilt the (!rRl pc~t 1(lde contrnl '.Ifl t II .. h d" 'h 
" - . _ I{ men an Ir('men. a s are ' .. • - ., .- '" '- " . .... , .., ' . . . ., t .,- ." r . n d·' " "1l11rrunrnl aZ1I 1' tn , UlftllOn l
Slon~, .malu. I' IIHlIlICI Pal-lInl.un L'unll.n. Illn.... . _ . 2 1, ~ .. pt:r l-E'n t '.If I' lllploH'cs' .Stll.•tI,' .1l.,g .lhe.Sl..s.trlll CClUI.d hI:' .n.c:wm.'wouitl In\'O).I\.'(l II.4U,1f1I1t.illg Olhe,r ~nlO~s \\.•.n.IC.l ,.on.1p.... n.,.~<I .I .I!I.•. 0. Z\. fl , l!l t , .an g.l'.'.I.ng .J'lI III In, .h· h leader~are alll'nlplinl? to hecld "7 r<dOllifiiulI s on the part' o r n~~ low..rd .1111'11" ,pl?nsions, In pUshed 'much morn easily than h()!dlllg~, mustly corporale '. tI"IJI~;': l : ~:- players"un I~e f~eld , terfl>l!. a chance l ~ll:(mllilent be ('.!It . .. 


orr Federal le~ls l al1on thad ' hl' I ~ Lall' Jl1d lh~ \1um cipal. 1965. the Lily rIlised thiS toJ , ['hangmg 01 her aspects of pcn· bonus, III the ~yslems' ponfo- ,lJd,IV . bl Cau,~~ , ~lC) ci',"..1 \~('ar fore Tlew, pesticide b"ns are Al lI .thr.r pro\ 15ton requlleJ; 

could abrugate tht' ir . cuntracls ' ,'\~!\.I:;wn('e t orrroralion are he- . 4 and 5. perren l , dependjll~ . sion henefits that ha\'e long lhK .num l~r -~ .()~ tl:',:Jr hacks. ~ h,\l adoptc'd. • the agc.n~y I,? allow ,U~e ';Is" 


} O1nd rl'oPCn paSt penSton Sl'llle'ling L'fmdUl"ll'd primarily lhruu h ' on .1 he ul\1ons I>cen It,\\,. I In additjon to agrc('rng to I he, "':'.1; sa) :1Il ~, IS th~l .the U~tl' . ' I " • 01 mod!fied .1;clf C!rLtflCallmlI' I' 
menLs. lIerbert Elis." . CXl'cuu \'e dirfc. lite cost !'If lhr pl;,n tto tM· 1 IJnder fhe r!.I1JUlcingr)III1, Ihe pun:hasE'! S:!.5 hLllion in city T)1"I~ .,nun e of de~lslon miik- . I he l(?gslatlon all~ ws 111. En plans" when It apphe~ a 19,7, 

At tht"s~me lime, hy hccol11' tor of liI~ M.A".l. ~'iIY ilmOlJllts )0 $171 mdlrnn):i ty's ' fi ve :r)f.:n~ion sy~t('ms. i ;ecuntic~ in, the nexL thrc~ , iOg': I~ , CIl~ g"\~rl1tl1ellt hud vlronrnl'lllal Prolec~lOn A~Cl1cy ~uw requiril)~. ~a,r:ncr$ to h 
ng II ma]l)r' source. of cflsh The key lI J1 [onparlicipant a Y\' ,8 1" The proposed re\'I·.rOI1 '- wlthasset~ Imallng $8.5 billIOn, years, Ihe unions have agrpt'l1 mcw tl ' lI l11 fJb~, ur;:. . 10 ~t~ln ,its .authorlty to I\!\, i,e :leti('lally Cetllf!ed , to handle 

that could re."LUt' thl' l'i l.\' frllm '" i:H 11I:"(! hr'l' n "I r. GOlbaum cllltrn~ th~ cilY's rontrihulLn!1 1would PUfehase abolll $2 i? hll-ltL "mIl O\'cr"-or 'ex(enci-eiIY! ," I dn'l't kr ow wht'ther Ihe, pcstr';ldl' I l'l)ntro)s lind \);(11 dangcrous chemicals. 
Ift.fault , Ihl' IInion.; :HP hnping \l h~1 1 Silankn, prpsident \l If'! ha l f-w(J!lld thus ~R\'e tht l !;e_~, Rl'c'!f£Jing 111 the clIl"wn1" n'Il'~~ ~i1(J ~LA C. hontls ill 111€.irllm:: 1l1(-.:nIJ-::rs II' lite cElT1erg(,lw~' lc h(!nlll:lIls . found hazarduus lu 11 illlii,. ~ay~ the agc:n(;y m'Ily
I~ "jHld !"elh" In ~ n arrnng~- !Ill' Uniled j'('dcralinn of leach city $85,') ml ll lClll. r!lifl, w[JIIlii be limen as lol-posse.<;sllIn. IFm;inClill hoard w(luld want \o:man or the enVlrOnmeTl t. . In~j5t I Ihat $clf,cCl"lifirauon 
nI('.nl IJn rlrr whil'h thp r.llv will ('rs. [lml .J:J(·k Blge l. <I unio Undpr. Ihe. CUrrell l ,~y!>tcnJ , '!.lWS:)i!'i43 million next ~onlh ~I)nte UniOIlSIJUI 'J!$ in{1i t'Il Il'{'Iwear !1l1rnbc!S \, ~n 1I1Cil ; suits." 'But. r~q~~ting fll lT11 and. In: fflrms signed by farmers In 
~lrI\"~ In ha!am'e Its budget ['onsultant, ,SOlll!,. city employee~, wl! llseltlnr! t ~ ,16nu.t!rY~ SI.4 hltllC!1i \hal . the IRhor ICRII!'r.... were i\lr. Blgd ,Slur' After ~1I . they ,dlls,~ ry ~ntlctsm that. the .agrncy dude a :;talc.lllent that the 
through . attrItion, IIlstead of! The inc:rl!d<;f"(j ('OnlnhuLion,lccrtlfled ruteJn,r pl:'n510ns t!lll~ (1\"1'1' fiscal Hid;." at $,11811111. seeklllg \Vh;tl .ol1~,tc·.rl11cd < scHntJ lali . wr_e; Brnuk,s Brothrro;. So ' ha~ 'aeled !OO hastllv In paSL fml1er has feCe~"ed!;omet!:P,,, ,· 
I~yorrs. from ('i ty wo rkers 10 their pen. bel~Jw t~e l'lty s c:nnlrlhuIIIII,l, lion a 111011111. and ,$45', m!Jlton . (1(~w, ':11ech~nrsm 111 th~ l·ltyv.'h~l(' !l 's , 1'\ ~" 'IOU~ n'cnnlln~I1 ' cases. the bt ll ,would r('qUirr thr IIpp.rnved trainrng .u~der plan! 

ht'se g031~ werr. cunfirmt"d SIt II1S-a UIIlL(,~ '>If1ll that the pa~ !l0thln!! at i\ll t"wnrd Ihcll 111 r : ~C:ill 19 17-8, :11 S1S mlillon ll1cin1llmlrallrm to ,wnrk III theldallOl1, I,t 5 l'I ' o~Jgh one to 1m- agew~ In Dn(lry lh (' Agn. UItUIC tir,:"';l grtP.c.1 and adl')1lntstered "hy 
ycsl~rday bV .Iahrl!' lead('rs, ullIons say was demand(,(j b\' pensions. Olhl'l"~ chnse the I1p.. 1 mnnth . ' lin'lI!! or prntluctl~'lly anll nlld· f11'~IJ1l'nl . · Sec: relar~' Rnd Congrt'''~Hlna l sliJll:'S. 
Iri'lrimg anonymliy for candor, WS:ih lngtofl through Slate tn· 1 
who ,ACGol'i\' nCrlltjf'iPla" ",i lh I('nnediarics- will mean le~~l;
stal~ . an "ca l1 r. t·N~ al · l lake-home pay fur \"irtually ;tli 
Ip.mptl n~ In pieel' tn~e'hcr II r>f Ihe 1 .Iy'S 211';,0011 emplo.Yces' j 
$IUl billion Ih rce·,)'car fin"nting : ~lr Bi~C I ('Slll1Iates that city 
pl.ln ror lheC::ty . wfJrkrrs will have their annual ' 

Union le~del'.ll ~lTIph;l,i/l't1 take·hom.:! pa\" re-dul·etl hy he
Ihll l l!lI~Jr sidr oC rhl' agrl'f'lllen l l \\e~n 2 and 4 percent. ,\ 
•...·a~ cpntin~t'h l nn 111 ;. t erliliI7il ~upe-rvi5in~ ':INk I'arning $2,1!'i 

Dti 0,1 Ihe nlhpr .. nlllprmcnrs a wel'k lind taklllg homo $1116 
fi r Ihe, flver,all f1llanrl~1 plan. S{~nd5 10 luse M.8f); a sanlta· 
"The \.fnder~ianding on the part tiOl"'1118n takll1~ home $:.!21l 
{)( thp mRjor lITuon, depends cou ld losl"' $7,28, and a po l i~I" 
('111 the 'Ir money' (rum Alhi\n.... I~ I1l;trl laking home $243 could 
:Inri Wa~hington," was Ihe W<I\' I".,.. $7.$12. 
Viclor C:;otballm. qenlll\'c dr. 'I"he re,vlsi!JI\ in pension .fI
reClor fIr Distrit1 (" (lunc il 37 nnncing wuu ld Ctll 10 half Ihl'! 
nf Ih~ Amr.r:ir.a FedprRII''" of tHY'S c')I,lrihutinn under a plan 
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I plan to keep these 

with New York City papers. 
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THE WHITE HOUSE 

WASHINGTON 

MR. PRESIDENT 

JOHN RHODES WANTS TO COME DOWN 
TODA Y TO TALK TO YOU ABOUT NEW 
YORK CITY WITH BILL STANTON OF 
OHIO. FRIEDERSDORF RECOMMENDS. 
CHENEY SUGGE/, 12:00 NOON. 

APPROVE / DISAPPROVE,_____ 

NO V . 18, 1975 

5~o~I·Y/ 
6-/UJN~CAN.. \/" 

c.~V 

\M(lX I -/ 
"1 ()~ V"Q}~tV' 



THE PRESIDENT HAS SEEW .... 

THE WHITE HOUSE 

WASHINGTON 

November 18, 1975 

MEMORANDUM FOR THE PRESIDENT 


FROM: MAX L. FRIEDERSDORF .$ ·6 ' 

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. WILUAMS. JR., N.J. EDWARD W. BROOKE. MASS. 
THoMAS J 	 MC INTYRE. N.H. BOB PACKWOOD. OREG. 
ALAN CRANSTON. CALIF. JESSE HELMS. N.C. 
ADLAI E. STEVENSON. ILL. JAKE GARN. UTAH 
JOSEPH R. BIDEN. JR•• DEL. 
ROBERT MORGAN. N.C. 

KENNETH A. MC LEAN, STAFF DIRECTOR COMMITTEE ON BANKING. HOUSING AND URBAN AFFAIRS 
ANTHONY T. CLL'FF. MINORITY STAFF DIRECTOR 


MARY FRANCES DE LA PAVAo 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 Governmentls 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 Governmentls role, if any, under 
the plan proposed by Governor Carey, et aI, 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 Government 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. 
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4. 	 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. 

5. 	 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 
officero 

6. 	 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. 

7. 	 The bankruptcy alternative still should be made available 
to New York CitYo This might be needed, for instance, if 
the forced restructuring of New York's short-term debt is 
held to be unconstitutional. 
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THE P~ESIDENT HAS SEEJ .... 

THE WHITE HOUSE 

WASHINGTON 

November 19, 1975 

MEMORANDUM FOR THE PRESIDENT 

IFROM: MAX L. FRIEDERSDORF yp! - I)· 
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 HA~ SEEN .... 

THE WHITE HOUSE 


WASHINGTON 


November 19, 1975 

MEMORANDUM FOR THE PRESIDENT 


FROM: MAX L. FRIEDERSDORF ~ ,~ , 


SUBJECT: Representative Barber Conab1e (R-NY) 


Conab1e describes the Presidential statement today on 
New York City as "excellent." 

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



THE PftBSIDENT HAS SEE•...• 

THE WHITE HOUSE 

WASHINGTON 

November 19, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: MAX L. FRIEDERSDORF AI{.6. 
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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