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Supplement Dated December 16, 1975 {
To
Official Statement Dated November 26, 1975
Of The
MUNICIPAL: ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

This is a Supplement to the Official Statement of the Municipal Assistance
Corporation For The City of New York dated November 26, 1975
and must be read in conjunction with such Official Statement.

EXTENSION OF TENDER OFFER
Extension
As has been announced previously, the Exchange Offer has been extended so that it is now scheduled
to expire on December 29, 1975, Although the Corporation may elect to extend the Exchange Offer beyond
that date, the Corporation’s present intention is not to extend the Expiration Date beyond December 29,
1975. Tenders are irrevocable when made.

City Notes Maturing on December 11, 1975

Holders of revenue anticipation notes of the City (“RANs") scheduled to mature on December 11,
1975 are entitled to receive interest on (but not the principal amount of) such RANs at the rate of 9.50%
per annum, the stated interest rate of such RANSs, to such date. Persons who tender or who have tendered
such RANs pursuant to the Exchange Offer and who do not receive interest thereon directly from the
City, as described below, are entitled to receive a check from United States Trust Company of New York,
on behalf of the City, in the amount of the interest due on such RANs to the scheduled maturity date.
Persons who have not tendered such RANs may receive interest due thereon by presenting them
to the City in the same manner as if they were presenting such RANs to the City for payment in full
of principal and interest. Upon such presentation, the City is placing on such RANs a notation to the effect
that interest has been paid thereon to December 11, 1975 and is returning such RANs to the holders
thereof.

Any person holding such RANs may tender such RANSs at any time hereafter until the Expiration
Date, regardless of whether he has previously presented such RANs to the City for the payment of interest.
Any person who so tenders such RANs and who has not received interest thereon from the City will be
entitled to receive such interest from the United States Trust Company of New York, on behalf of the
City, promptly after such tender, All persons tendering such RANs pursuant to the Exchange Offer,
whether prior to or after December 11, 1975, will receive an equal principal amount of 1975 Bonds of the
Corporation accruing interest from December 11, 1975, See “Exchange Offer—Tender Procedure” in
the Official Statement.

The City has informed the Corporation that City Notes, of all maturities, that are not tendered
pursuant to the Exchange Offer and which are subject to the moratorium imposed by the Moratorium
Act will bear interest following their respective scheduled maturity dates at the rate of 6% per annum.
See “Moratorium and Stay Legislation—Moratorium” in the Official Statement.

Delivery of 1975 Bonds and Tax Consequences

Assuming no further extension of the Expiration Date, the Corporation intends to effect a delivery
of its 1975 Bonds and Acknowledgments (the latter, only with respect to City Notes maturing in 1976)
in early January, 1976 with respect to all City Notes tendered pursuant to the Exchange Offer. The
Corporation has been advised by its general counsel that, with respect to the new Expiration Date of the




Exchange Offer and the new anticipated date of delivery of the 1975 Bonds, the effective date of recognition
of any loss on the exchange of a City Note for a 1975 Bond for Federal income tax purposes will occur
on or prior to December 29, 1975. Any gain on such an exchange will be recognized by an accrual basis
taxpayer on or prior to December 29, 1975, but will not be recognized by a cash basis taxpayer until
delivery, in 1976, of the 1975 Bond, See “Exchange Offer—Tax Consequences” in the Official Statement.

STATE FINANCING PROBLEMS
State Deficit and Recent Financings

On December 2, 1975, the State Comptroller stated that the estimated amount of the deficit of the
State for its fiscal year ending March 31, 1976 was $698,000,000. He further stated that there are also
substantial contingent liabilities that may cause the amount of such deficit to be increased beyond such
estimate. The State Legislature has taken no action to increase taxes or to reduce expenditures in order
to reduce the size of such projected deficit.

Notes in the aggregate principal amount of approximately $143,000,000 of the New York State
Housing Finance Agency and of approximately $31,500,000 of the New York State Dormitory Authority
matured, and payment was made, on December 15, 1975, The primary source of payment for such notes
was the proceeds of the sale of certain assets of the State Insurance Fund. The Housing Finance Agency
and the Dormitory Authority, as well as certain other public corporations of the State, and various
political subdivisions of the State including cities, towns, school districts and villages have been unable in
the latter part of 1975 to sell their obligations to the general investing public. On December 9, 1975, the
State Comptroller sold $9,500,000 principal amount of serial bonds backed by the full faith and credit
of the State to the Common Retirement Fund of the State at the rate of 8.5% after failing to receive any
bids from financial institutions. ,

The potential inability of the State to obtain financing to meet its cash needs and those of its agencies
and such political subdivisions and o eliminate its deficit may have an adverse effect on the ability of the
State to provide Per Capita Aid to the Corporation or otherwise to provide payments to the Corporation
as provided in the Act.

Per Capita Aid ;
(Pages 24—25 of the Official Statement)

On December 9, 1975, the Governor stated that he intended to introduce new legislation that would
reduce the level of funding of certain programs financed by the State. Among the proposed reductions
is a proposal to change the formula pursuant to which the amount of per capita state aid payable to
municipalities in the State, including amounts that otherwise would have been payable to the City and
are now pledged to the payment of debt service on the Bonds (“Per Capita Aid”), is determined. The
Governor’s proposal would reduce the amounts paid as per capita state aid and set limits on the maximum
amount payable to municipalities. Based on preliminary estimates of the State Budget Director’s office,
the Corporation believes that the Governor’s proposals, if enacted, would not have a material adverse
effect on the ability of the Corporation to pay debt service on the 1975 Bonds to be issued pursuant to the
Exchange Offer. 5

FEDERAL LEGISLATION

On December 9, 1975, President Ford signed into law legislation which provides that the Sectretary
of the Treasury may make Federal short-term loans to the City, or to a State agency authorized to act
with respect to the City’s fiscal affairs, in amounts up to $2,300,000,000, to be used for the City’s seasonal
financing needs. The legislation requires that each such loan shall mature not later than the last day of
the fiscal year of the City in which it is made and shall bear interest at an annual rate one percent per
annum greater than the current average market yield on outstanding Federal obligations with comparable
maturities. Any amounts loaned pursuant to such legislation would be subject to such conditions as may
be required by the Secretary of the Treasury. The legislation authorizes the Secretary of the Treasury
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Municipal Assistance Corporation
For The City of New York

Two World Trade Center
New York, N. Y. 10047

Exchange Offer by

MUNICIPAL ASSISTANCE CORPORATION
FOR THE CITY OF NEW YORK

(A Corporate Governmental Agency and Instrumentality
of the State of New York)

8% 1975 Bonds due July 1, 1986
Series 1 through 4
Te Holders of Short-Term Notes of
THE CITY OF NEW YORK

Maturing Between December 11, 1975
and March 12, 1976

December 16, 1975

To Holders of Short-Term Notes of The City of
New York Maturing Between December 11,
1975 and March 12, 1976:

The Municipal Assistance Corporation For The City of New York is offering to exchange with any
and all holders of certain revenue anticipation notes and bond anticipation notes of The City of New York
its 1975 Bonds, Series 1 through 4, subject to the terms and conditions set forth in the Exchange Offer
Official Statement, dated November 26, 1975,

Enclosed herewith is a Supplement, dated December 16, 1975, to the Exchange Offer Official
Statement. The Supplement updates certain of the information contained in the Exchange Offer Official
Statement and must be read in conjunction with such Official Statement.

You are urged to review the Exchange Offer Official Statement and the Supplement most carefully,

The Exchange Offer has been extended so that it is now scheduled to expire on December 29, 1975.
Very truly yours,

Municipar AssistaNce CORPORATION
For TaE Crty oF NEw YoRrk







to require such security for such loans as he deems necessary. The City has informed the Corporation
that the proceeds of any loans received by the City pursuant to such legislation will not be used for the
purpose of payment of the principal amount of the City Notes. See “Exchange Offer—General” and
“#Phree-Year Pinancial Plan Proposed Sources of Required Moneys” in the Official Statement.

THREE-YEAR FINANCIAL PLAN

Proposed Sources of Required Moneys
(Pages 13—15 of the Official Statement )

The agreement among the Corporation, the New York Clearing House Banks, Pension Funds and
Sinking Funds referred to in items 2, 3 and 4 on page 14 of the Official Statement has been amended
to require Federal financing assistance to the City of up to $2,300,000,000 rather than up to $2,500,000,000.
Accordingly, the enactment of the Federal legislation referred to above has fulfilled the conditions referred
to in items 2, 3 and 4 on page 14 of the Official Statement with respect to the holdings of the Corpo-
ration’s bonds and short-term notes of the City by such Banks, Pension Funds and Sinking Funds and
with respect to new investments to be made by the Pension Funds.

On December 4, 1975, the State Legislature passed and the Governor signed into law legislation
(the “Pension Indemnity Legislation”) with respect to the legal status of the New York City Pension
Funds and the responsibilities of their trustees. Accordingly, the condition relating to such State legis-
lation stated in item 4 on page 14 of the Official Statement has been fulfilled.

The Pension Indemnity Legislation provides that the City shall indemmify the trustees of the City
Pension Funds from financial loss arising out of any claim, demand, suit, action or judgment for alleged
negligence, waste ar breach of fiduciary duty (i) resulting from the purchase by such funds of obli-
gations of the City or the Corporation or (ii) resulting from. the sale of assets held in such funds to
produce sufficient proceeds to purchase such obligations. The Pension Indemnity Legislation provides
that if the City fails to make payments pursuant to such indemnity provisions, the City Comptroller shall
establish a special fund for the purpose of making such payments, and thereafter shall deposit in such
fund the proceeds of all payments to the City of City personal income taxes, to the extent not otherwise
required by law or for essential services as determined by the Control Board. The Pension Indemnity
Legislation provides that essential services shall include provision for the payment of pension benefits.
Neither the City Financial Plan nor the Three-Year Financial Plan makes any provision for any payments
as a result of such indemnification.

LITIGATION

(Pages 35—38 of the Official Statement)

Counsel for the plaintiff in the lawsuit described under “Fstablishment and Functions of the Corpora-
tion” has signed a stipulation discontinuing his appeal to the Court of Appeals with prejudice.

On December 3, 1975, motions for summary judgment made by the Corporation and by the State
Tax Commission and the State Comptroller in the lawsuit described under “Diversion of Revenues”
were granted (i) holding that neither the State nor the Federal Constitution was violated by the provisions
of the Act that suspended the City’s right to cotlect the sales and use tax and imposed an equivalent
State tax and (ii) declaring that the State Tax Commission may collect such State tax and remit the
proceeds to the Corporation as prescribed by the statute. Counsel for the plaintiff has announced its

intention to appeal this decision.

On December 2, 1975, a motion was granted in State Supreme Court dismissing the complaint in the
lawsuit described under the caption “City Pension Funds' Investment in Securities of the Corporation.”
That lawsuit sought to restrain the trustees of the Teachers Retirement Board from purchasing obligations
of the State, the City or any instrumentality thereof, including the Corporation.
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A motion to dismiss the complaint iri the lawsuit described under the caption “Lawsuit Affecting
the UFT Contract,” seeking to have the United Federation of Teachers contract with the City declared
null and void has been granted, :

The Corporation has heen added as a defendant in the lawsuit described under the caption “Mor-
atorium.”  The Corporation has instructed its general counsel to file a motion for summary judgment
dismissing the complaint in this lawsuit.

On December 9, 1975 an action was commenced in the United States District Court for the
Southern District of New York by a corporation holding short-term notes of the City against the City,
the City Comptroller, and the Corporation seeking (i) to have the Moratorium Act declared uncon-
stitutional under provisions of the Federal and State Constitutions and Federal law, (ii) to enjoin the
Corporation from issuing to holders of City Notes any securities of the Corporation having a maturity
in excess of one year and (iii) to require either (a) that the State Legislature amend the Mora-
torium Act to apply to City bonds and to provide that holders of City Notes receive the rate of interest
stated thereon or (b) that the Moratorium Act be declared unconstitutional. On December 12, 1975,
a second action was commenced in such United States District Court by an individual against the City
and the City Comptroller seeking to have the Moratorium Act declared unconstitutional under various
provisions of the Federal Constitution and of Federal law. The Corporation is not a defendant in such
action, '

The Corporation has been informed that on or about December 11, 1975, an action was commenced
in the Supreme Court of the State of New York by two individuals against the City, the City Comptroller
and the State seeking to have the Moratorium Act declared unconstitutional on the same grounds alleged
in the lawsuit described under the caption #Moratorium” and seeking payment by the City of principal
of and interest on the RANs which were scheduled to mature on December 11, 1975. The Corporation
has been informed that it is not a defendant in such action.

LEGISLATIVE AMENDMENTS

On December 4, 1975, the Act was amended to permit the Corporation to issue bonds and notes
in an aggregate amount not exceeding $5,250,000,000, an increase of $250,000,000 over its prior authori-
zation. In addition, the Act was amended (i) to permit the Board of Directors of the Corporation, until
June 30, 1976, to authorize an increase in the limitation imposed by the Act on the amount of short-term
obligations of the City plus the aggregate principal amount of all honds and notes issued by the Corpora-
tion that may be outstanding by an additional $100,000,000 and (i) to permit the Corporation to pay to
the City for operating expenses an amount not exceeding $2,000,000,000, an increase of $75,000,000
over the amount previously permitted.

SUMMARY OF C:ERTAIN PROVISIONS OF THE
SECOND GENERAL BOND RESOLUTION

Additional Bonds and Notes

The Second General Bond Resolution: now provides that no Series of Bonds issued under the
Resolution, other than 1975 Series 1 through 4 Bonds, shall be issued by the Corporation except upon
receipt of a certificate of either the State Comptroller or the State Director of the Budget setting forth
the estimated amount of Per Capita Aid available to be apportioned and paid (or to the extent previously
apportioned and paid, the actual amount so apportioned and paid and the estimated remaining amount,
if any, available to be apportioned and paid) into the Special Aid Account for the fiscal year of the
State during which such series of Bonds are issued, provided, however, that for the fiscal year of the
State ending March 31, 1976, such certificate shall set forth the amount actually apportioned and paid
to the City. No such certificate is required prior to the issuance by the Corporation of the 1975 Series 1
through 4 Bonds, which are to be issued pursuant to the Exchange Offer,

December 16, 1975

T — . .
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NEW ISSUE

In the opinion of Bond Counsel, under existing statutes and court decisions, thterest on the 1975 Bonds is exempt. from Federal
tncome taxes and shall af all times be free from New York State and New York City personal incowe taxes.

EXCHANGE OFFER
TO HOLDERS OF CERTAIN SHORT-TERM NOTES OF
THE CITY OF NEW YORK

$1,600,175,000

 MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK
(A Corporate Governmental Agency and Instrumentality of the State of New York)

8% 1975 BONDS DUE JULY 1, 1986
SERIES 1 THROUGH 4

The Municipal Assistance Corporation For The City of New York hereby of‘fgrs to.exchange with any and all holders of certain
revenue anticipation notes and hond anticipation notes of The City of New York cutstanding on the date hereof (the “City Notes”),
its 1975 Bonds in an aggregate principal amount equal to the aggregate prifcipal amount of the City Notes tendered hereunder, subject
to the terms and conditions stated herein. Persons tendering City Notes pursuant to the Exchange Offer will receive 1975 Bonds in
exchange therefor and will retain the right to receive interest from the City on the scheduled maturity dates of their City Notes.
Holders tendering City Notes maturing December 11, 1975 will be paid in cash by:the City. All other tendering holders will receive
acknowledgment of their rights to receive such interest from the City. The Corporation does not assume any obligation by reason
of this Exchange Offer to pay or otherwise provide for the payment of interest on such City Notes.

The Exchange Agent is United States Trust Company of New York. '

The Exchange Offer will expire on December 10, 1975, At the election of the Corporation, the
Exchange Offer may be extended one or more times with respect to City Notes of one or more issues
being tendered. All tenders are revocable until the close of business on December 4, 1975, and thereafter

_are irrevocable. See “Exchange Offer” as to the procedure for tenidering City Notes.

Interest on each series of the 1975 Bonds accrues from the scheduled maturity date of the City Notes exchanged therefor and is
payableon July 1, 1976 and semi-annually on each January 1 and July 1 thereafter. *Fully registered bonds in detiomiinations of $5,000
- or any integral multiple thereof will be issued initially. After 30 days, such registéred bonds will be exchangeable for coupen bonds
in denominations of $5,000 each, such coupon bonds to be registrable as to principal only. Coupon and registered bonds are inter-
chahgeable as more fully described herein. The Trustee for the 1975 Bonds is United States Trust Company of New York.

~ The 1975 Bonds are subject to optional and mandatory redemption, including redemption by operation of the sinking fund, as
described herein, )

The 1975 Bonds will be the first bonds of the Corporation issued under the Second General Bond Resolution and are
payable from certain per capita state aid and, to the extent not required for payment of certain other obligations of the
Corporation, revenues derived from certain sales and compensating use taxes impoq‘ed by the State of New York within The
City of New York and, under certain conditions commencing with the State’s fiscal year beginning April 1, 1976, the State
" stock transfer tax. The State is not hound or obligated to continue to appropriate or apportion from its General Fund
- or otherwise such per capita state aid or to impose such taxes or to make the !f;_é;ceésary paymentis of such per capita state aid
or to appropriate revenues received from such taxes. The Corporation has no. taxing power.. The 1975 Bonds do not
constitute. an enforceable obligation, or a debt, of either the State or the City .and-neither the State nor the City shall be
liable thereon. Neither the faith and eredit nor the taxing power of the Sta;e ‘of ‘the City is pledged to the payment of
principal of ov interest on the 1975 Bonds, _ o

See the accompﬁnying Letter of Transmittal for the names and addresses of the Exchange Agent and of the Forwarding Agents
through whom City Notes may be tendered. : : .

November 26, 1975




No person has been authorized to' give any information or to make any representations,
other than those contained in this Official Statement, and if given or made, such other infor-
mation or representations must not e relied upon as having heen authorized. This Official
Statement does not constitute an offer to exchange or the solicitation of an offer to exchange
nor shall there be any exchange of the 1975 Bonds for City Notes by any person in any juris-
diction in which it is unlawful for such person to make such offer, gsolicitation or exchange. The
information herein is subject to change without notice and neither the delivery- of this Official

' Statemient nor any exchange made hereunder shall, under any circumstances, create any
implication that there has been no| change in the affairs of the Corporation since the date
hercof, This Official Statement is submitted in connection with the exchange .of the seeurities
referred 1o herein and may not be reproduced or used, in whole or in part, for any other purpose.
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OFFICIAL STATEMENT
Oor

'MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK
(A Corporate Governmental Agency and Instrumentality of The State of New York)

Ceneral EXCHANGE OFFER

This Official Statement of the Municipal Assistance Corporation For The City of New York {(the
“Corporation”) is being provided for the purpose of setting forth information concerning the offer (the
“Exchange Offer”) by the Corporation to exchange certain of its bonds due July 1, 1986, subject to
mandatory redemption, bearing interest at the rate of 8% per annum, as more particularly described
herein (the “1975 Bonds”) for certain outstanding notes of The City of New York (the “City”)
described below (the “City Notes™). The 1975 Bonds are to be issued pursuant to the New York State
Municipal Assistance Corporation Act, as amended by the Municipal ‘Assistance Corporation For The
City of New York Act, both as further amended (the “Act”), the second general hond resolution dated
November 25, 1975 of the Corporation (the “Second Genera] Bond Resolution”) and the four series
resolutions of the Corporation authorizing the 1975 Series 1 through 4 Bonds (the “1975 Series Resoly-
tions”). The Second General Bond Resolution and the 1975 Series Resolutions are sometimes collectively
referred to herein as the “Resolutions.”

For a description of the rights of holders of City Notes who do not exchange their Cxty Notes, see
“nghts of the Noteholders” and “Moratorium and Stay Leglslatmn

For a description of the 1975 Bonds, see “Bonds Bemg Offered” and “Description of the 1975
Bonds.” '

The City Notes are entitled Revenue Anticipation Notes (“RANs”) and Bond Anticipation Notes
(“BANs"). The following table scts forth information provided to the Corporation by the Office of the
Comptroller of the City with respect to the outstanding principal amounts of, and the stated rates of
interest and the aggregate amounts of interest payable at the scheduled date of maturity on, the City
Notes, the dates on which the City Notes are scheduled to mature and the designation of the Series of
1975 Bonds being offered in exchange for such City Notes:

Stated
Scheduled Maturity Principal Intﬁ?é;?%ate Interest = . Total Type I%P;gl%so?-lfds
(In Millions) " (InMillions) )
December 11, 1975 .... $ 339.5 9.50% $.323 % 3718 RANs Series 1*
January 12, 1976 ..... 596.7 9.40% 56.1 6528  RANs Series 2%
February 13, 1976 .... 281.5 7.55% 213 . 3028 RANs Series 3
March 12, 1976 ...... 382.5 8.75% 335 - 4160 BANs Series 4%
$1 600.2 $1432 ' $1,7434 ‘

* Interest on each Series of the 1975 Bonds accrues from the scheduled maturity date of
~ the City Notes exchangeable for such Series of the 1975 Bonds.

_ On the date of this Exchange Offer, President Ford announced that he would recommend legislation
to the Congtess to provide up to $2,300,000,000 of Federal short-term loans to the State, subjéct to condi-
tions and with repayment secured, to be used on behalf of the City solely for intra-fiscal year borrowings to
miaintain essential services during the next two years. See “Market Considerations Affecting 1975 Bonds

~and City Notes”.

Provxsmns for Other Short-Term Obligations
" The foregoing table does not include the balance of the City’s outstanding notes that are held by

the Corporation, the eleven New York Clearing House Banks, certain City pension funds, certain City
sinking funds and the State of New York (the “State”).
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The eleven New York Clearing House Banks and certain City pension funds have informed the
Corporation that they hold an aggregatt!z of $819,220,000 principal amount of short-term notes of the
City scheduled to mature on December 11, 1975 and on various dates thereafter to November 9, 1976. This
Exchange Offer is not being made to such banks and pension funds, but the notes of the City held by such
banks and pension funds will be subjected to the moratorium’ described under “Moratorium and Stay
Legislation—Moratorium.” See “ThreerYear Finaricial Plan—Proposed Sources of Required Moneys.”
The banks and pension funds have agreed to effect a deferral of the payment of principal of such notes
of the City until July 1, 1986 (or the end of any extended moratorium period, if later), conditioned
upon enactment of Federal legislation groviding, by way of guarantees or otherwise, for the seasonal
financing needs of the City, through June 30, 1978, in an amount of not less than $2,500,000,000. For a
description of the Federal legislation to b¢ recommended by the President, which differs in certain respects
from this condition, see “Exchange Offér—General.” Such banks and pension funds have also agreed
that, during the moratorium and deferral period, the City need not pay interest at a rate in excess of
6% per annum on such principal. Such pension funds also hold, in addition to the notes of the City
referred to above, an aggregate of $30,000,000 principal amount of urban renewal notes of the City
maturing December 17, 1975, Such urban renewal notes will not be subjected to the moratorium, but
are expected to be paid from federal grant funds segregated therefor. In connection with any such
payment, such pension funds have _agree:;d to purchase an aggregate of $30,000,000 principal amount of
bonds of the City bearing interest at the rate of 6% per annum. For further agreements of the pension
funds to provide additional financing to the City, see “Three-Year Financial Plan—Proposed Sources of
Required Moneys.” : ' o '

The City sinking funds (which contain the funds to be applied to the amortization of outstanding
term bonds of the City) have informed ithe Corporation that they hold an aggregate of $200,000,000 in
principal amotint of bond anticipation notes of the City maturing January 13, 1976. Such notes will not be
subjected to the moratorium, but such sinking funds have agreed to purchase bonds of the City, upon or
in payment of such notes, bearing interdst at. the rate of 6% per annum and with maturities and atnual
installments of principal which shall meet the legal obligations of such sinking funds,

As of the date of this Official Staticment, the Corporation holds notes of the City in the aggregate
principal amount of $2,097,300,000 maturing on several dates from December 11, 1975 to October 15,
1976, - The City may issue -additional notes to the Corporation in connection with future advances to the
City from the Corporation. The notes of the City held on the date hereof by the Corporation will not
be subject to any exchange offers by the Corporation and will not be subject to the moratorium. Upon
the maturity of notes which it holds, ifcluding the City Notes received by the Corporation as a result
of this Exchange Offer, the Corporation has determined that it will, if requested to-do so by the City,
exchange such notes for notes of the City maturing at later dates, provided that the City is in compliance
with the conditions set forth in the Actiand has paid all interest to the scheduled maturity date on such

City Notes. : !

The State holds a note of the City| in the principal amount of $250,000,000 maturing on October 1,

1976. This note of the City held by the State will not be subject to any exchange offers by the Corporation
and will not be subject to the moratorium.

Tender Procedure : 7 ‘ o

Holders of City Notes may tender !them pursuant to the Exchange Offer by completing: and -signing
the Letter-of Transmittal accompanying this Official Statement and, on or prior to the Expiration
Date (as defined in the Letter of Transmittal), delivering such Letter -of Transmittal and the City
Notes being tendered to the Exchange iAgent (by hand, or by mail) at the address indicated below.or
to one of the Forwarding'Agents—(byihand only) at the respective addresses indicated in the Letter
of Transmittal. Tender of the City Notes may also be effected by delivery to the Exchange Agent by

a member firm of a national securities e:icchange in the United States or a bank which is a member of the
Federal Reserve System, if such firm jor bank shall have advised the Exchange Agent in writing by
telegram or otherwise at or prior to the Expiration Date that it has a duly completed and signed Letter
of Transmittal and the accompanying City Notes in its possession and guarantees that the same will be

delivered to the Exchange Agent by the close of business on the fifth business day followitig the Expiration
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‘Date, and the same are actually so delivered, - More detailed instfuctions concerning tender of the City
Notes are contamed in the Letter of Transmittal,

The Exchange Agent is:

UNITED Stares TrRUsT COMPANY
oF NEw Yorx

By Hand By Mail
130 John Street © 130 John Street
20th Floor New York, N.Y. 10038
New York, N. Y. 10038 Attentiori: Corporate Trust and

Attention : Corporation Trust and Agency Services (MAC Exchange)
Agency Services (MAC Exchange) - ‘

The availability of the documents discussed in this Official Statement at any office of the Exchange
Agent, any of the Forwarding Agents or any other bank or securities dealer does not imply any recom-
mendation by them as to the merits of the Exchange Offer or any representation by them as to-‘the accuracy
or completeness of this Official Statement. '

A tendering holder of City Notes scheduled to mature on - December 11, 1975 will receive, as
promptly as practicable following the Expiration Date, the aggregate principal amount of 1975 Bonds to
which such holder is entitled and a check in the amount of the interest on such City Notes to the
écheduled date of maturity. - The amount of interest shall be paid by ‘the City and the Corporation assumes
1o obligation to pay stch interest. - A tendering holder of City Notes scheduled to mature on January 12,
1976, February 13, 1976, and March 12, 1976 will receive, as promptly as practicable following the Expira-
tion Date, the aggregate principal amount of 1975 Bonds to ‘which such holder is entitled together with the
Corporation’s Acknowledgment of Interest Right- (the “Acknowlédgment”’), which Acknowledgment
will not’ be transferable. The Acknowledgment will state that the Corporation acknowledges the reserva-
tion of the right of the tendering holder of the City Notes of his entire right, title and interest to receive
from the City on the scheduled maturity date of the City Notes the entire amount of interest  due on
his City Note on such date. By executing the Letter of Transmittal, the tendering holder of City
Notes appoints the Corporation as such holder’s attorney-in-fact to enforce the contractual right of
such holder to receive such interest in the event the same is not paid by the City when due, and to
remit the amount of such interest, as and when collected,: after payment of the expenses of collection,
including attorney’s fees and disbursements, in the manner. specified in the Letter of Transmittal. The
Corporation does not assume any obligation to pay or otherw1se prov1de for payment of 1nterest on such
City Notes.

The Corporatmn reserves full discretion to determine whether the documentatlon w1th respect fo
tendered City Notes is complete and generally to determine all questions as to tenders, including the date
of receipt of a tender, the propriety of execution of any document and other questions as to the eligibility
or acceptab111ty of any tender. The Corporation reserves the right to reject any tenders not in proper form
or-to waive any irregularities or conditions, and the Corporation’s interpretation of the terms and condi-
tions of the Exchange Offer will be final. All improperly tendered. City Notes will be returned, unless
irregularities are waived, without cost by the Exchange Agent to the tendering holder. No such tender
will be deemed to have been made until all irregularities have been cured or waived.

. Tendermg holders will not be obligated to pay brokerage commissions, fees or transfer taxes on
the exchange by the Corporation of City Notes, pursuant to the Exchange Offer.

. - The Exchange Offer is scheduled to terminate as to each’ particular maturity of Clty Notes
on December 10, 1975, unless extended by the Corporation as to such maturity of City Notes, as
prov1ded m the Letter of Transmittal,

- Except for the withdrawal benefits described in the following. paragraph tenders are irrevocable.
Upon delivery to the Exchange Agent or any Forwarding Agent of City Notes accompanied by a
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properly executed Letter of Transmittal, the sole right of a tendering holder of City Notes maturing
December 11, 1975 will be (i) to receive 1975 Bonds and (ii) to receive from the City interest to the
scheduled date of maturity on such City Notes. Upon such delivery, the sole right of a tendering holder
of City Notes maturing on January 12, 1976, February 13, 1976 and March 12, 1976 will be (i) to
recelve 1975 Bonds, (ii) to receive the Acknowledgment and (iii) to receive from the City interest
on such scheduled date of maturity onisuch City Notes to such date.

City Notes tendered pursuant to the Exchange Offer may be withdrawn at any time prior to 3:30
P.M., New York time, December 4, 1975. To be effective, any notice of withdrawal must be in writing,
must specify the name of the tendering holder of City Notes, the principal amount of City Notes to be with-
drawn, and, if City Notes have been submitted, the serial numbers shown on the particular City Notes to be
withdrawn and must be received ina timﬁ'ely manner by the Exchange Agent at its address specified above.
Any City Notes withdrawn will, for purposes of the Exchange Offer, be deemed not to have been
duly tendered. City Notes withdrawn| pursuant to the provisions of this paragraph will be sent to
the withdrawing holder of such City Notes at such holder’s address as specified in the Letter of Trans-
mittal by registered mail, return receipt| requested, at the Corporation’s expense, as soon as practicable
after due receipt of the notice of withdrawal.

Tax Consequences

The provisions of the Internal Revenue Code of 1954 (the “Code”) relating to gains and losses
on the sale or exchange of bonds, notes or other evidences of indebtedness will apply to the exchange of
City Notes for 1975 Bonds. A person who exchanges City Notes for 1975 Bonds will realize gain or
loss measured by any difference between his adjusted basis for his City Notes and the fair market value
of the 1975 Bonds which such person receives. If such fair market value is greater than such adjusted
basis, such person will realize gain to the extent of the difference. If such person’s adjusted basis for
his City Notes is greater than the fair market value of the 1975 Bonds which he receives, he will realize
loss to the extent of the difference. ' ' s

In the case of a person who is neither a dealer in securities nor a financial institution described
in Section 582(c) (1) of the Code and who exchanges City Notes which he held for investment purposes
for 1975 Bonds, the gain or loss realized (i) on the date of such exchange and (ii) at the maturity,
carlier redemption or sale of the 1975 Bonds, will be treated as capital gain or loss. Such gain
or loss (as the case may be) will be a: long-term capital gain or loss if the holder of the City Notes
or of the 1975 Bonds (as the case may be) has held the same for more than six months. If the holding
period has been six months or less, then the gain or loss will be a short-term capital gain or loss.

A portion of any such long-term capital gain will, under certain circumstances, be subject to the
minimum tax on tax preference items under Section 56 of the Code. '

The gain or loss of a dealer in securities on his City Notes or his 1975 Bonds will be considered
an ordinary gain or loss. A dealer in pecurities is a person who does not hold. the City Notes or the
1975 Bonds for investment purposes and who holds the City Notes or the 1975 Bonds primarily for
sale to customers in the ordinary course of business. . .

With respect to the tax consequerices to financial institutions described in Section 582(c) of the
Code, the exchange of the City Notes for the 1975 Bonds is mot considered an exchange of a capital
asset and any gain or loss resulting ther:efrom will not be treated as a capital gain or loss.

If the fair market value of the 1975 Bonds on the date of issue is less than the face amount of
such Bonds, the difference may constitgte original issue discount. To the extent that such difference
does constitute original issue discount, it will be treated as tax exempt interest under Section 103 (a)
of the Code with the result that each!holder will be entitled to exclude from the proceeds realized
at the maturity, earlier redemption or sale of the 1975 Bonds, as interest exempt from tax, that portion
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of the otiginal issue discount which bears the same ratio to such original issue discount ¢ the number
of days he has held such 1975 Bond bears to the term of the Bond. nfter the exchange, for the
purpose of determining gain or loss at the maturity, earlier redemption or sale of the 1975 Bonds,
their basis will be equal to their fair market value on the date of the exchange, subject to adjustments

_to basis required by the Code.

©. It is recommended that holders of City Notes consult their tax advisors as to the extent to which
they may have tax Hability as a result of such an exchange.

BONDS BEING OFFERE]:):

All bonds issued under the Second General Bond Resoiutmn (herein collectively referred to as the
“Bonds”) will be general obligations of the Corporation payable out of certain revenues of the Corpora-
tion and are secured by an equal charge and a first lien on all moneys and securities in the Corpo-
ration’s bond service fund and capital reserve fund established .under and defined in the Second General
Bond Resolution (the “Bond Service Fund” and “Capital Reserve Aid Fund”, respectively). The
1975 Bonds will be the first bonds of the Corporation issued under the Second General Bond Resolution
and are payable from certain per capita state aid and, to the extent not required for payment of .certain
.other obligations of the Corporation, revenues derived from certain sales and compensating use taxes
imposed by the State within the City and, under certain conditions, commencing with the State’s fiscal
year beginning April 1, 1976, the State stock transfer tax. The Corporation has previously issued an
" aggregate of $3,078,685,000 principal amount of bonds under another and separate general bond resolution,
 dated July 2, 1975 (the “First General Bond Resolution”). The Corporation has also previously issued
an aggregate prmc1pal amount of $298,500,000 in promissory notes, ‘of which $250,000,000 mature on
September 14, 1976, $25,000,000 mature on January 15, 1976 and $23,500,000 mature on December 31,
1976, The holders of the bonds issued under the First Gerieral Bond Resolution (the “First Bonds”) and
the holders of the promissory notes referred to above (the “Prormssory Notes”) have a claim prior to
that of the holders of the Bonds, including the 1975 Bonds, on all amounts- received by the: Corporation
from the State as payments from the Municipal Assistance Tax Fund, including the revenues from the
Sales Tax and the Stock Transfer Tax (as defined below). Additional obligations may. be issued under
the First General Bond Resolution to the extent provided for theréin but subject to the limitations of
the Second General Bond Resolution. No additional promissory notes may be issued having a claim prior
to that of the holders of the 1975 Bonds on any amounts received by the Corporation from the State
. as payments from the Municipal Assistance Tax Fund. " The Bonds heing offered hereby are not on
a parity with the First Bonds issued under the First General Bond Resolution. See “The Corporation,”
“Provisions for Payment of the Bonds” and “Summary of Certain Provisions of the Second General
’Bond Resolution.” -

- As described herein, the Corporation’s revenues pledged to the payment of the debt service
on the Bonds are derived from amounts that otherwise would have been payable to the City as per capita
state aid pursuant to Section 54 of the State Finance L.aw (“Per Capita Aid”) and from certain State
tax revenues to the extent that such tax revenues are not required to pay prmmpaj of or interest on the
First Bonds and the Promissory Notes. Under the Act, Per Capita Aid is payable to the Corporation
{or the payment of its obligations issued under the Second General Bond Resolution after certain claims
on Per Capita Aid have been paid in full. See “Provisions for Payment of the Bonds.”

Amendments to the State Finance Law provide for the establishment of 2 Municipal Assistance
State Aid Fund (the “Municipal Assistance State Aid Fund”) aid a Municipal Assistance Tax Fund
{the “Municipal Assistance Tax Fund”) and, within each such Fund, -special accounts for the benefit
of the Corporation (the “Special Aid Account” and the “Special Tax Account”). The:Special Aid
Account will inchude the moneys derived from appropriation: and apportionment of Per Capita Aid.
The Special Tax Account contains the revenues derived from State sales and compensating use taxes
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within the City (the “Sales Tax”), léss such amount as the State' Commissioner of Taxation and
Finance determines to be necessaty for reasonable costs in administering, collecting and distributing
the Sales Tax, ;

Amounts of Per Capita Aid appofrtioned and paid to the Special Aid Account are to be paid
to the Corporation at such times and jn such amounts as are annually certified by the Chairman of
the Corporation (the “Chairman”) as inecessary to fund the Corporation’s Bond Service Fund and
Capital Reserve Aid Fund at the levels required by the Act. In addition, subject to the payment in
full of all amounts required to be paid toithe Corporation for the payment or security of the Corporation’s
outstanding obligations, (and to the e:qtent the amounts in the Special Aid Account are insufficient)
amounts of Sales Tax collected and depgsited in the Special Tax Account are to he paid to the Corpora-
tion at such times and in such amounts|as are annually certified by the Chairman as necessary to fund
the Corporation’s Bond Service Fund arid Capital Reserve Aid Fund at the levels required by the Act.

Payments of amounts of Per Capita% Aid into the Special Aid Account are subject to annual appro-
priation by the State Legislature. Payments of amounts of Sales Tax out of the Special Tax Account
to the Corporation are subject to annual appropriation by the State Legislature, The State Legislature
has appropriated the Sales Tax begmnm July 1, 1975, for the State’s fiscal year ending March 31, 1976,
and Per Capita Aid for the State’s ﬁscal year beginning Aprli 1, 1975, See “Provisions for Payment
of the Bonds—Appropriation by Leglslature

The amount that will be reqmred to fund the Bond Service Fund in any fiscal year is the
amount needed to pay all interest on and principal of, and sinking fund installments as well as any
redemption premium on, the Corporation’s outstanding Bonds maturing or otherwise coming due duiring
that fiscal year (see “Provisions for Payment of the Bonds”). The amount that will-be required to
fund the Capital Reserve Aid Fund is|a fixed percentage of the amount of principal of and interest
on the Corporation’s outstanding Bondg maturing or otherwise coming due during a specified calendar
year, including for such purpose any u;npaid amounts of such principal and interest owing in respect
of prior calendar years. The Corporation is not obligated to maintain any amount in the Capital
Reserve Aid Fund in 1975 or 1976; thereafter the fixed percentages are 25% for 1977, 50% for 1978,
75% for 1979 and 100% for 1980 and !every calendar year thereafter. In the event that the aggregate
amount in the Special Aid Account and the Special Tax Account shall at any time be less than the
amount referred to above, as certified by | the Chairman, an amount equal to the deficiency in the Special Tax
Account will be transferred, subject to appropriation by the State Legislature, to the Special Tax Account
from the Stock Transfér Tax Fund (the #“Stock Transfer Tax Fund”). Such Fund consists of the revenues
derived from the tax imposed pursuant to the Tax Law on sales or transfers of stock and certam
other certificates (the “Stock Transfer Tax").

Additional Bonds may be issued under the Second General Bond Resolution on a parity with the 1975
Bonds (“Additional Bonds”), prov1ded that (i) the amount equal to the lesser of the collections of the Sales
Tax and Stock Transfer Tax for a twelve consecutive calendar month period (or, in the event the Sales Tax
shall not have been in effect for such per1od the collections of the sales and compensating use taxes pre-
viously imposed by the City for those months the Sales Tax was not in effect) ended not more than two
months prior to the date of such determzna.tlon or the amounts estimated to be collectible during the suc-
ceeding twelve month period from such soutces as estimated by the State Commissioner of Taxation, plus
(ii) the amount of Per Capita Aid to e apportioned and paid to the Spec1a1 Aid Account for the fiscal
year of the State during which such Aqdltwnal Bonds are to be issued, less (iii) the maximum amount
of principal, including sinking fund mstallments, and interest maturing or otherwise coming due in
the then current or any future fiscal year on any outstanding obligations of the Corporation issued pursuant
to the First General Bond Resolution and the Promissory Notes, less (iv) estimated operating expenses
of the Corporation for its then current fiscal year, is sufficient to pay the aggregate amount of the
principal of, including sinking fund installments, and interest maturing or otherwise becoming due in the
then current or any future fiscal year on all Bonds (including the particular series or series of
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Additional Bonds then proposed to be issued) issued pursuant to the Second General Bond Resolutmn
af least 1.2 times for each such ﬁscal year of the Corporation,

The Corporation has no taxmg power. The Bonds do not constitute an enforceable obligation,
or a debt, of either the State or the City and neither the State nor the City is liable thereon., Neither
the faith and credit nor the taxing power of the State or the Cliy 18 pledged to the payment of pr1nc1pal
of or interest on the Bonds.

See “Litigation” with respect to litigation relating to the security and source of payment for the Bonds.

For a more complete description of the funds to be used to pay the principal of, and redemption
premium, if any, and interest on, the Bonds see “Provisions for Payment of the Bonds.”

MORATORIUM AND STAY LEGISLATION

Moratorium

On November 15, 1975, the State Legislature enacted at an Extraordinary Seéssion and the Gov-
ernor signed the New York State Moratorium Act for The City of New York (the “Moratorium Act”).
In the legislative findings accompanying the Moratorium Act, the Legislature stated that there is
imminent danger that the City will be unable to pay its outstanding short-term indebtedness and even to
provide those basic services essential to the health, safety and welfare of its inhabitants and the continuation
of orderly government in the City. It further stated:

“The legislature recognizes and insists that the pledge of the “faith and credit’ of the city
to the payment of its obligations must be respected. The legislature further recognizes that in the
current financial crisis, this pledge can be honored only if the viability and resources of the city are
preserved and that the continuation of essential services is vital to such preservation. The preserva-
tion of the city, the honoring of its obligations and the restoration of public confidence inthe agencies
of the state and of the state itself are all matters of imperative state concern and require the extraordi-
nary exercise of the state’s essential reserve and emergency powers set out in this Act to protect
‘the vital interests of the people by sustaining the public credit and maintaining local government.”

"The Moratorium Act provides that during the “moratorium period,” the enforcement of judgments and
liens, on account of any short-term obligations of the City, including the City Notes, and the commence-
ment or continuation of any action upon such short-termi obligations are suspended, although the payment
of such short-term obligations may be due by the terms thereof. The term “moratorium period” is defined
in the Moratorium Act to mean the period expiring three years from the effective date of the Moratorium
Act unless shortened by act of the Legislature. The Legislature miay, hy a subsequent amendment of the
Moratorium Act, extend the moratorium period if it deems such an-extension necessary. The Moratoritm
Act further provides that a court shall, upon the application of a person who would otherwise have the
right to do the acts or commence or continue the actions suspended by the Moratorium Act, terminate
such suspensions if it finds that either of the following two conditions shall not have been met:

(A) That, either before the date of maturity of the short-term obligation held by such person
or not later than sixty days after such date of maturity, an offer shall have been made to exchange
such short-term obligation for a bond, note or other obligation of the Corporation having a date of
maturity no more than twenty years after the date of maturity of such short-term obligation and
bearing interest, payable at least annually, at a rate of not less than 6% per annum; and

(B) That interést on the short-term obligation held by such person, who does not accept the
offer, shall be paid to such person at the rate stated in such short-term obligation to the date of its
maturity and, thereaiter, at least annually, at a rate of not less than 6% per annum and not less than
the interest rate payable to any holder of such short-term obligations who has entered into an agree-
ment with the City which provides for issuance of an evidence of indebtedness in payment, renewal
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or refunding of short-term City obligations or which provides for the extension of the maturity of
the short-term obligations held by such holider, until the principal of such short-term obligation- is
paid or otherwise discharged and ai: such time shall have paid such additional interest, if any, as
may be held to be mandated by the [State Constitution or the United States’ Constitution.

The Moratorium Act further prov;ides that the statute of limitations for the commencement of
actions on short-term notes of the Citj shall not run during the time period when the suspensions
described above are in effect. - : : '

This Exchange Offer by the Corporation will fulfill the condition described in paragraph (A} with
respect to the City Notes. Separate exchange offers are being made to the holders of all other short-term
obligations of the City other than the Corporation, the State and certain City sinking funds, Accordingly,
the Moratorium Act will apply to all short-term obligations of the City other than those held by ‘the
Corporation, the State, and certain City sinking funds. e ' '

An action has been commenced co:htesting the constitutionality of the Moratorium Act under the
" New York State Constitution and the Uini_ted States Constitution, See “Litigation—Moratorium”,

In the event that.the constitutionality of the Moratorium' Act is sustained by a court of final
jurisdiction, such judicial determination |could support the constitutionality of similar legislative enact-
ments which may adversely affect certiain terms and conditions of the Bonds and the Resclutions,
including the payment of principal and interest thereon, and the enforceability thereof. For a further
description of the effect of the moratorium on the rights of holders of short-term City obligations
see “Rights of the Noteholders.” 1 3 ' o

Stay Legislation | o o
Prior to the adoption of the 'Mor'at@rium Act and as part of the Financial Emergency Legislation,
referred to under “Three-Year Financial Plan,” the Legislature adopted certain amendments to the
Lacal Finance Law constituting Title 6-A of such law (“Title 6-A") pursuant to which, if the City
is unable to pay its debts or obligations as they mature, the City or, in the event the City refuses to do
so, the Emergency Financial Control Board (the “Control Board”) may file in the State Supreme
Court in any county within the City a petition which shall operate for a period of ninety. days to
prohibit the doing -of any act and to stay the commencement or continuation of any action seeking to
apply or enforce against the City or its'@‘f@mds, property, receivables-or revenues, any order, judgment,
lien, set-off or counterclaim relating to any contract, debt or obligation of the City, including the City '
Notes, or seeking the assessment, levy or collection of taxes by or for the City or the application of any
funds, property, receivables or revenues of the City. Title 6-A further provides that upon the filing of
such a petition, a repayment plan (the “Repayment Plan”) may be filed. by the City or, in the event the
City refuses to file such a Plan, by the Control Board. Title 6-A provides that upon the filing of the
Repayment - Plan the -court shall enter |an order approving the Repayment Plan and extending any
stay then in effect as against all creditors of the City for such additional period of time as is required
to carry out fully all of the terms and ptf'ovisions of the Repayment Plan with respect to those creditors
who accept the Repayment Plan or any benefits thereunder if the court finds: (a) that the Repay-
ment Plan provides for the eventual safisfaction of all debts and obligations of the City, including the
City Notes; (b) that, giving due regard to the financial condition of the City and to the necessity
for the City to expend moneys for services and purposes determined to be necessary by the Control
Board, the Repayment Plan provides gs prompt payment to all creditors affected thereby, on a fair
and equitable basis, as is practicable in the circumstances; . (¢) that the Repayment Plan preserves
any applicable priorities among creditors or classes of creditors; and (d) that the Repayment Plan
was approved by the Control Board.’ Ih the event that the court is unable to make such findings as to
_the Repayment Plan, Title 6-A provideg that the court shall enter an order disapproving the Repayment
Plan and vacating the stay then in effect, which order shall become effective within ten days from its
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_entry unless, prior thereto, an amended Repayment Plan is filed with the court, Upon the filing of the
first such amended Repayment Plan, Title 6-A provides that the court shall extend and, in its discretion,
aipon the filing of any further amended Repayment Plans it may extend the stay then in effect for such
additional period of time as is required to permit the court to enter an order further extending the stay
and containing the findings described above with respect to the amended Repayment Plan.

Title 6-A provides that the Repayment Plan may, with court approval, be modified by the City or
the Control Board and that any order extending the stay may be vacated or modified if, upon motion
of any creditor affected thereby, the court finds that the City. has failed to comply with a mate-
rial provision of the Repayment Plan or that, because of a mateérial change in circumstances, the Re-
payment Plan no longer complies with the requirements described above. Upon the occurrence of
the final act necessary to carry out fully all of the terms and provisions of the Repayment Plan with
respect to those creditors who accept the plan or any benefits thereunder, Title 6-A provides that the
court shall enter an order vacating any stay then in effect and permanently enjoining any creditors who
accepted the Repayment Plan or any benefits thereunder from commencing or continuing any action
or doing any other act relating to any contract, debt or obligation included in the Repayment Plan.

- Title 6-A also provides that no action may be commienced against the City during the Emergency
Period (defined in the Financial Emergency Act as the period commencing September 9, 1975 and ending
on the date when the Control Board detérmines that the expense budget of the City shall have been
in balance for one fiscal year in accordance with the accounting methods prescribed for such budget
by the State Comptroller pursuant to the Act) unless thirty days have elapsed since the making and
serving of a written demand for payment upon the City in accordance with the procedures specified in
Title 6-A. '

On November 3, 1975, a national bank purporting to represent all holders of the City’s bonds ac-
quired before June 10, 1975 served a summons and complaint addressed to the Corporation, the City,
the State and certain officers of the City and State. The suit seeks, among other things, a declaratory
judgment that the stay provisions, the Repayment Plan provisions and the demand for payment provisions
of Title 6-A violate the State Constitution, the Federal Bankruptcy Act -and the. United States Con-
stitution. For a more complete description of this lawsuit, see ‘“Litigation—Diversion of Revenues.”

RIGHTS OF THE NOTEHOLDERS

The City Notes are genera! obligations of the City. In accordance with Article 8, Section 2 of the
State Constitution, the full faith and credit of the City has'been pledged to the payment of such principal
and interest. The City has power to levy ad valorem taxes upon all the taxable real property within the
City without limitation as to rate or amount to make such payments. Article 8, Section 12 of the State
Constitution provides that the Legislature shall not restrict the power of the City to levy such taxes
for the payment of indebtedness. The holder of any City Note has a contractual right (subject to applic-
ability of the Moratorium Act) to payment of principal and interest at maturity in the full amount as
provided by the obligation ; upon failure of payment of interest or principal or both the holder has the right
to sue and is entitled to a judgment for the full amount due including interest thereon to maturity at the
stated rate, and at the legal rate of 3% thereafter. The General Municipal Law of the State provides that
if the City fails to pay the judgment, and the levy on such judgment is unfulfilled, the Board of Estimate of
the City is empowered to assess, levy and cause to be collected, at the same time and in like manner as other
moneys for expenses are then next thereafter to be assessed, levied arid coflected, a sum of money suffi-
cient to pay said judgment with interest thereon and necessary fees and expenses. Any moneys so col-
lected shall, from time to time, be paid to the judgment credltor _

The Moratorium Act provides for a suspension of enforcement of City Notes, mcludmg the com-
mencement or continuation of any action in any court in any jurisdiction seeking to apply to the payment
of 'the City Notes, any revenues or the assessment, levy or collection of any taxes and the commencement
or continuation of any action upon the City Notes, although the payment on such City Notes may be
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due by the terms thereof. If the Moraforium Act is held unconstitutional in the suit discussed herein
~ under “Litigation—Moratorim” or any|suit seeking the same relief, a holder of City Notes could-pursue
his rights to obtain a judgment on his City Notes and seek enforcement of the judgment. However, it
such holder exchanges his City Notes pyrsuant to this Exchange Offer he would probably .be deemed to
have relinquished any rights to judgment on or enforcement of the City Notes exchanged.

_ In the litigation discussed herein under’“Litigation—Diversion of Revenues” the plaintiff bond-
holders seek a declaratory judgment that they “‘are entitled -to have set aside ‘sufficient sums, and be paid
first, the interest and principal on their [City bonds from the first revenues received by the City”. The
Corporation cannot predict the outcome of the litigation as it relates to such claim nor can it predict
the outcome of litigation alleging a similar cause of action relating to City Notes. If such a claim were
upheld as to the City Notes and the Moratorium Act held unconstitutional, the holder of a City Note
would have the right to receive the first revenues received by the City applied to the payment of his Notes,
However, if the holder exchanges his City Notes he would probably relinquish such rights.

" Several lawsuits alleging fraud under the Federal securities laws in connection with the sale of the
" City Notes have been instituted and ar¢ discussed more fully under “Litigation—Fraud in the- Sale of
City Securities”. If such fraud is established holders of .City. Notes may have the right to  seek
damages or rescission of such purchases. Such actions would be maintained in the Federal courts and
would not be subject to the Moratorium Act: If a holder of City Notes exchanges his City Notes he
would probably be deemed to have relinquished his right to reseind, but he would probably not be deemed
to have relinquished his right to seek damages. - o :

It is noted that nothing in the Moratorium Act precludes the City from paying the principal of or
interest on the City Notes; however, as discussed under “Various Control Programs—Control Board,”
all moneys, including all taxes and revenues of the City, received. by the- City must be deposited in a
special fund, dishbursements from which are subject to approval by the Control Board in accordance with
the City Financial Plan. The Corporatipn does not believe that the City has sufficient funds available at
present or in prospect to pay all of the City Notes as and when they become due and, as permitted by. the
Emergency Act (defined below), the City Financial Plan does not now provide -for-any repayment
of principal on the City Notes during such three-year period. See “Three-Year. Financial Plan”. In the
event that this exchange results in a substantial amount of tenders of City Notes, there can be no assurance
that the City will not have moneys available to pay the balance of the.City Notes, as to both principal
and interest.

- THREE-YEAR FINANCIAL PLAN
City Financial Plan S :

As a part of certain legislation adopted by the State Legislature at an Extraordinary Session and
signed by the Governor on September 9, 1975, constituting Chapters 868, 869 and 870 of the Laws of
1975, as amended (the “Financial Emergency Legislation”), the State: Legislature adopted the New
York State Financial Emergency Act for The City of New York (the “Emergency Act”) which, among
other things, created the Emergency F?inan‘cial Control ‘Board (the “Control Board”).- See “Vatious
Control Programs—Control Board.” ' - o R v

One of the Control Board’s primary functions is to develop, in conjunction with the City, a financial
plan for the fiscal years ended June 30,/1976, 1977 and 1978 for the City and so-called “covered organi-
zations,” which are defined as certain gavernmental agencies, public authorities and public benefit corpora-
tions which receive or may receive monies directly, indirectly or contingently (other than for the sale of
goods or services or for loans to the City) from the City (the “City Financial Plan”}. Under the Emer-
gency Act, the City Financial Plan is togconsti'tute a program by which (1) the City will achieve a budget
for its fiscal year ending June 30, 1978 balanced in accordance with the accounting principles set forth in
the State Comptroller’s Uniform System of Accounts for Municipalities, as the same miay'be modified by
the State Comptroller in consultation with the City Comptfoller, and (2) ‘the State imposed limitations
contained in the Act on outstanding short-term obligations of the City will be observed at all times,
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As required by the Emergency Act, the City submitted the City Financial Plan to the Control Board
on October 15, 1975, Such Plan is based upon a variety of estimmates and projections with respect to
revenues and expenditures during the period covered by the Plan which may vary substantially from
actual revenues and expenditures of the City during such period. ‘As modified at the request of the Con-
trol Board, the City Financial Plan was approved on October 20, 1975, As approved, the City Financial
Plan is based on a number of assumptions including the following :

(1) Expenditures of the City will be reduced by an aggregate of $200,000,000 during its
current fiscal year and by $270,000,000 during each of its 1976-1977 and 1977-1978 fiscal years.
Although the budget for the current fiscal year has been reduced by the requited $200,000,000,
there can be no assurance that the City will be able to effect such expenditure savings during this
year or that the City will make or implement the required budget cuts in the two subsequent fiscal
years.

(2) There will be no increases in salary scales for municipal workers above the previously
scheduled 1975-76 level and the City will realize the anticipated cash savings from the voluntary
one-year deferrals in increases in salary scales agreed to by certain municipal workers in or after
August 1976. The Emergency Act imposes a one year wage freeze for workers who do not volun-
tarily agree to such deferrals but the constitutionality of the wage freeze is being. challenged and
- definitive wage deferral agreements have not yet been signed. - There can be no assurance that the
City will be able to fulfill this assumption during all or any part of the period covered by the Plan.

(3) The City’s expenditures for welfare and medicaid programs will remain constant for the
period covered by the Plan. The City’s expenditures for welfare and medicaid programs are largely
. mandated by Federal and State legislation and the City has. only limited control over the number
- of persons participating in its largest welfare and medicaid programs. There are, however, discre-
tionary programs that could be eliminated and management changes that could, if implemented,
reduce costs. Unless the level of participation in such programs and certain of the discretionary

- programs are reduced, it is unlikely that the.City will be able to fulfill this assumption.

Although the City Financial Plan does provide for a balanced budget for the City’s fiscal year
ending June 30, 1978, the Plan is based upon the assumption that over the life of the Plan there will
be available $6,800,000,000, in cash or cash savings, from sources not committed at the time of its adoption.
The City Financial Plan includes deficits for the current fiscal year as well as the fiscal: :year ending
June 30, 1977. In addition, the City Financial Plan does not address the questions concerning accrual
and funding of the City’s pension plans, pendmg recommendations from the Mayor’s Management
Advisory Board headed by Richard Shinn. It is expected that such study will show an under-accrual
in the pension plans, which may require increased funding of thé pension system. In pro_v:dmg for a
balanced expense budget for the City’s fiscal year ending June 30, 1978, the Plan permits substantial
amounts of expense items to continue to be included in the City’s capital budget. The Act provides for
the elimination of such expense items from the City’s capital budget over a ten-year period. See para-
graph 5 unde_r “Various Control Programs—Conditions to Payment by the Corporation.”

Proposed Sources of Required Moneys

In order to attempt to provide the approximately $6,800, 000 000 in cash or cash savings required
Hby the City Financial Plan, the State, the City and the Corporation have proposed a plan to pro-
vide such amount. This proposal (the “Three-Year Plan”)} contains the following elements, some
of which have not yet been definitely committed to by the partles involved, as described below, and
others of which may not be realized to the extent projected.

1. The holders of the $1,600,175,000 of City Notes are being given an opportunity to exchange
their’ City Notes for 1975 Bonds of the Corporation pursuant to this Exchange Offer. All City
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- Notes not exchanged pursuant to thiis Exchange Offer will be subjected to the moratorium described
under “Moratorium and Stay Legislation—Moratorium.” ' :

2. Each of the eleven New York Clearing House Banks, and certain City pension funds (the
“Institutional Holders”), owning s,fn'aggregate of approximately $849,220,000 principal amount
of short-term obligations of the City, have agreed not to tender such obligations pursuant to any
exchange offer by the Corporation but to continue to hold such short-term obligations of the City
subject to the moratorium. In addi;'ion, the Institutional Holders agreed to continue to hold short-

- term obligations of the City after the: termination of the moratorium, in the aggregate initial principal
amount equal to the short-term obligations of the City they now hold. Such obligations will bear
interest at 6% per annum and will not be paid in full until July 1, 1986, but shall be reduced annually in
substantially equal amounts over the|period commencing with the end of .the moratorium and ending
on July 1, 1986. The $200,000,000 of short-term obligations of the City held by the City sinking
funds will not be subjected to the moratorium, but such sinking funds have agreed, upon or in pay-
ment of such Notes, to purchase City bonds bearing interest at'6% per annum, with maturities and
annual principal installments meetinfg the legal obligations of such sinking funds. The agreement
not to tender City Notes pursuant tg an exchange offer is unconditional but the other agreements of-
the Institutional Holders are subject to certain conditions, including the condition that Federal
legislation be enacted that would provide, by way of guarantees or otherwise, for the seasonal
financing needs of the City through the Three-Year Plan, in a maximum amount of not less than
$2,500,000,000. For a description ¢f the Federal legislation recommended by the President, which
differs in certain respects from this condition, see “Exchange Offer—General.” '

3. The Institutional Holders have also agreed, with respect to approximately $1,700,000,000
ptincipal amount of bonds of the Corporation now owned by them, to adjust the terms thereof or
to exchange such bonds for new bonds to be issued by the Corporation so that all of such bonds
will, commencing February 1, 1976, bear interest at the rate of 6% per annum and mature on
February ‘1, 1986, subject to manflatory redemption or sinking fund payments commencing on
February 1, 1977, calculated to provide for substantially level debt service. Such outstanding bonds
now owned by the Institutional Holders bear interest at rates ranging from 6% per annum'to 11% per
annum and mature at various times between 1977 and 1990. The Corporation estimates that' the
aggregate debt service savings to the Corporation through June 30, 1978, as the result ‘of such
adjustments or exchanges, would be approximately $62,000,000. The Corporation has agreed not
to issue any new bonds of the Corporation based upon such debt service savings so that such savings
will flow directly to the City if not t:)therwise required by the Corporation. Such agreements of the
Institutional Holders are subject to dertain conditions, including the same condition regarding Federal
legislation as is set forth in paragraph 2 above, o C

4. The trustees of various Citfr pension funds agreed to.pur'chase for such funds an aggregate
of $2,530,000,000 of newly issued obligations of the City (provided that some portion of the securities

so purchased might be Bonds of the Corporation). Under the agreement the newly- issued City
tonds would bear interest at 9% per annum (the Bonds of the Corporation ‘would ‘bear interest
at 8% per annum). Such purchases would be made from time to time over the course of “the
period included in the City Finangial Plan. Such agreement of the City pension funds is sub-
ject to certain conditions, including (i) the enactment of a State law respecting the legal status
of such pension funds and the responsibilities of their trustees, (i1} the enactment of a Federal
law or issuance of a tax ruling relating to the qualified status of such pension funds following such

purchases and (iii) the enactment of the Federal legislation referred to in paragraph 2 -above.

- 5. In the City's fiscal year ended June 30, 1975, the State advanced $800,000,000 to. the City
that was otherwise due in the fis¢al year ending June 30, 1976. The State has been asked to
continue to make such advances to the City during each fiscal year of the Three-Year Plan. If
the State s financially able to continue such advances, the cash available to the City during the
Three-Year Plan would be increased by $800,000,000. '
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6. It is anticipated that an increase in the City’s real estate tax will be required to fund additional
debt service requirements of the City arising out of the Three-¥ear Plan. Ilowever, it is expected
that a portion of the debt service paid to the City pension funds, which will be purchasing City
securities as described in paragraph 4 above, will be utilized to purchase additional City securities.
In this manner it is anticipated that the increased real estate taxes indirectly will be available as a
new cash source to the City. The Three-Year Plan contemplates approximately $400,000,000 of
additional cash from this source over the last two years of the Three-Year Plan,

7. On November 26, 1975, at the Extraordinary Session of the State Legislature, provisions
for new or increased taxes were enacted, with application only within the City. City sources have
estimated that such additional taxes will produce apprommately $500,000,000 in C1ty revenues
during the Three-Year Plan,

If all of the agreements or proposals referred to in paragraphs 2 through 7 above are carried out
" in full and achieve the results projected under the Three-Year Plan and if the moratorium remains in
effect, such sources are projected to provide the approximately $6,800,000,000 in cash or cash savings
required by the City Financial Plan, but there can be no assurance that such cash or cash savings will

~be realized.

Other Potential Sources of Money

The Corporation cannot predict whether the City may recewe ‘amounts of money from one or more
potential sources which the City could apply to the payment of all or a part of the City Notes,

THE CORPORATION

The Corporation, a corporate governmental agency and instrumentality of the State constituting a
public benefit corporation, was created in June 1975, by the Act, for the purposes of assisting the City
in providing essential services to its inhabitants without interruption and in creating investor confidence
in the soundness of the obligations of the City. To carry out such purposes, the Corporation is empowered,
among other things, to issue and sell bonds and notes and to pay or lend funds received from such sale
to the City and to exchange the Corporation’s obhgatmns for obhgatlons of the City. See “Various
Control Programs—Powers of the Corporation.” :

The Act provides that no bond or note of the Corporatxon shall mature more than 20 years from
the date of the original issue of such bond or note, and that no such'bond or note shall be issued later
than June 10, 1980, unless such hond or note is a renewal or refunding of an outstanding bond or note.

The present Directors of and Representatives to the Cofporation'_ are as follows:

Directors Representatives
Felix G. Rohatyn, Chairman ‘ Zine Klein
Francis J. Barry - Edward M. Kresky
John A. Coleman ' Leonard Nadel
Thomas D. Flynn Nicholas L. Pitaro
George D. Gould ' . Arthur J. Quinn
Dick Netzer Raobert W. Seavey
Dotina E. Shalala, Treasurer M. Peter Schweitzer

Robert C. Weaver
Herbert Elish is the Executive Director of the Corporation and Daniel B. Goldberg is Courisel and
Secretary of the Corporation. Mr. Elish is'also the Executive Director of the Control Board.
For additional information as to the Board of Directors of and the Representatlves to the Corporat:on
and related matters, sce “Management.”
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MARKET CONSIDERATIONS AFFECTING 1975 BONDS AND CITY NOTES -

The Corporation helieves that, in add

matket prices of the First Bonds issued
affected, and market prices of the 1975 B

financial condition notwithstanding the f

ition to being affected by general conditions in the bond market,
pursuant to the First General Bond Resolution may have been
pnds may be affected, by developments with respect to-the City's
fact that bonds of the corporation do not constitute obligations

or debts of the Cxty The Corporation believes that its ability to repay such bonds is not dependent upon

the financial COﬂdltlDl‘l of the City. See

Since their issuance in July 1975, the

f‘Prowswns for Payment of the Bonds.”

|F1rst Bonds have generally traded substant:ally below their initial

offering prices, During this perlod the market for C1ty Notes has been limited and those sales that have
been effected are believed generally to hdve been at prices substantially below par value. There can he
no assurance that there will exist any substantial market for the 1975 Bonds at or near par value of the
City Notes exchanged for such Bonds nor can there be any assurance that there will exist any substantial

market for the untendered City Notes or
or near par value. In addition, although
or the State, financial developments with

the existence of a market as well ag the market price for such bonds,

to the City or the State, or agencies of eit
well as the market price for the City N

The, enactment of Federal legislation
Federal loans to the State for the benefit
Offer—General”), would not appear to ps
for payment of City Notes not tendered
that such legislation will be enacted, but
probably have an effect on the existence ¢

OUTSTANDIN{

if such a market will exist, whether the market price will be at
bonds of the Corporation are not obhgatlons of either the City
respect to the City or the State, or agencies of either, may affect
Financial developments with respect
her, will probably have an effect on the existence of a market as
tes,

providing financial assistance to the City by way of short-term
of the City, as now proposed hy the President (see “Exchange
ovide any amounts, or release any funds from other requirements,
pursuant to this Exchange Offer. There can be no assurance
the enactment or implementation of any such legislation would
\f a market as well as the market price for such City Notes.

G DEBT OF THE CORPORATION

The Corporation at present ha.s outstanding $3, 078,685, 000 in aggregate pr1nc1pa1 amount of First
Bonds issued pursuant to the First General Bond Resolution. It also has ~outstanding Promissory
Notes in the aggregate principal amount!of $298, 500,000. The First Bonds should not be confused with
the 1975 Bonds being offered holders ‘ofthe City Nates pursuant to this Exchange Offer.

The holders of tke First Bonds and the Promissory Notes have a claim prior to that o_f the holders
of the 1975 Bonds on all amounts recéived by the Corporation from the State as paywments from the
Municipal Assistance Tox Fund ( including the Sales Tax and the Stock Tmnsfer Tax). The holders of
the 1975 Bonds have no claim on any of the moneys or securities in the funds or accounts established
purstant to the First General Bond Résolution so long as the First Bonds, or any other bonds issued
pursuant to the First General Bond Resolution, or any notes or ‘other obllgatmns as defined in and issued
pursuant to such First General Bond Resolution, are outstanding. The holders of the First Bonds have no
claim, however, on any Per Capita Aid recewed by the Corporatlon through the Mumcxpal Asslstance'
State Aid Fund. ’

_ The Corporatlon has reserved the rlght to issue add1t10na1 bonds pursuant to the First General Bond
Resolution and notes and other obllgatlons as defined in and issued pursuant to the First General Bond
Resolution, but has covenantedin the Second General Bond Resolution that it shall rot issue any such
bonds, notes or other obligations if at the time of issuance the effect of such lssuance would be to cause
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the amounts available to the Corporation from the Municipal Assistance State Aid Fund and the
Municipal Assistance Tax Fund for payment of the principal of and interest on the 1975 Bonds to be
less than 1.2 times the annual debt service on such 1975 Bonds.

The Corporation may not issue any additional bdnds, notés or other obligations as defined in and
issued pursuant to the First General Bond Resolution unless both of the following conditions are met :

1. The amount equal to (a) the lesser of (i) the most recent collections for the 12 consecutive
calendar months ended not more than two months prior to the date of such determination, of the Sales
Tax and Stock Transfer Tax, and such other taxes, which as of the date of issuance of any such
series of bonds, notes or other obligations, are levied and collected by the State and are payable into
the Special Account in the Municipal Assistance Tax Fund established for the Corporation (in the
event such Sales Tax or such other taxes have not been in effect for such 12 months, collections of
the sales and compensating use taxes previously imposed by the City or collections of the tax similarly
based to the other taxes referred to above if such tax was previously imposed by the City, may be
utilized in lieu of actual collections of the Sales Tax or other taxes, for those months the Sales Tax
or other taxes were not in effect) or (ii) the amounts estimated to be collectible during the succeeding

~ 12-month period from such sources as estimated by the State Commissioner of Taxation and F inance,
less (b) the estimated amount of operating expenses of the Corporation for the then current fiscal
year of the Corporation, is at least two times (c) the amount of principal, including sinking fund,
installments, and interest maturing or otherwise coming due’in the then current or any future fiscal
year of the Corporation on all bonds, notes and other obligations as defined in and issued pursuant
to the First General Bond Resolution (including the particular series or series of additional bonds,
notes or other obligations then proposed to be issued) ; and - :

2. The amount of Sales Tax collections or the amount determined in lieu of such collections as

- set forth in clause (a) (ii) of paragraph 1 above, less the estimated operating expenses of the Corpora-

tion for the then current fiscal year of the Corporation, is at least 1.5 times the amount determined
under clause (c¢) of paragraph 1 above.

PROVISIONS FOR PAYMENT OF THE BONDS
General ' .

The Bonds are general obligations of the Corporation payable out of any available revenues of the
Corporation not otherwise pledged. The Bonds are estitled to a lien created by the pledge under the
Second General Bond Resolution of all moneys and securities paid into the Bond Service Fund and the
Capital Reserve Aid Fund held by the Trustee. Such moneys and seturities include each of the following :
(i) all amounts received by the Corporation from the State as payments from the Municipal Assistance
State Aid Fund (see “Municipal Assistance State Aid Fund”) for deposit in the Bond Service Fund
and in the Capital Reserve Aid Fund; (i) amounts received by the Corporation from the State as pay-
ments from the Municipal Assistance Tax Fund annually from such Fund to the Corporation of the
‘amounts required to fund the Debt Service Fund, the Capital Reserve Fund and the -operating fund

- established by the First General Bond Resolation) for deposit in the Bond Service Fund and the Capital
Reserve Aid Fund; (iii) all other amounts received by thie Corporation from the State as payments for
deposit in the Capital Reserve Aid Fund (pursuant to the certification annually, on or before December
1, by the Chairman to the Governor and the State Director of the Budget, of the sums necessary to restore
the Capital Reserve Aid Fund to the required amount, see “Restoration of Capital Reserve Aid Fund”);

‘and (iv) any income or interest earned as a result of investments of such amounts so deposited in such

- Funds. See “Summary of Certain Provisions of the Second General Borid Resolution—Additional Bonds,”

17




Payment of the amounts referred to in clauses (i) and (ii) above will be subject to the certification,
not later than February 12 in cach year orithereafter if revision is required, by the Chairman to the State
Comptroller and to the Mayor of a schédule setting forth the cash requirements of the Corporation
for such fiscal year and the time or times when such cash is required. The certification is required
to include the total amount required to bé deposited in the Bond Service Fund to pay all interest on and
all principal of and redemption premium; if any, on Bonds maturing or otherwise coming due during such
fiscal year and the total amount required to be deposited in the Capital Reserve Aid Fund during such
fiscal year in order to maintain the Capital Reserve Aid Fund at the required amount, The amount that
will be required to fund the Capital Resefve Aid Fund is a fixed percentage of the amount of principal
of and interest on the Corporation’s outstanding Bonds maturing or otherwise coming due during a speci-
fied calendar year, including for such purpiose any unpaid amounts of such principal and interest owing in
respect of prior calendar years. The Corporation is not obligated to maintain any amount in the Capital
Reserve Aid Fund in 1975 or 1976; thereafter the fixed percentages are 25% for 1977, 50% for 1978, 75%
for 1979 and 100% for 1980 and every calendar year thereafter. .

Payment to the Corporation of the amounts referred to-in clauses (i) and (ii) above are required
to be made by the State only if and to the extent that monies have been appropriated by the State Legis-
lature from the Special Aid Account and ithe Special Tax Account or that revenues have otherwise been
made available therefor by the State (see ‘;‘Municipal Assistance State Aid Fund” and “Municipal Assist-
ance Tax Fund”). The source of moneys in the Special Aid Account is the Per Capita Aid, which is
appropriated by the Legislature from the General Fund of the State and is apportioned and paid on audit and
warrant of the State Comptroller pursuant to Section 54 of the State Finance Law. The Per Capita
Aid may be paid into such Special Aid Account only after statutory claims on such aid having a priority
over the claim of the Corporation have been paid. Such statutory claims are described below under
“Municipal Assistance State Aid Fund.” | The source of moneys in the Special Tax Account is the Sales
Tax and, beginning with the State fiscal year commencing April 1, 1976, if required, the Stock Transfer
Tax Fund, the moneys in which are derived from the Stock Transfer Tax imposed by Article 12 of the
Tax Law. In the opinion of Bond Counsel, the State has the right and power to apportion and pay such
aid and to impose such taxes and to increase or decrease the amount of such aid and such taxes, to estab-
lish the Municipal Assistance State Aid Fund, the Municipal Assistance Tax Fund, the Special Aid Ac-
count and the Special Tax Account thefein and the Stock Transfer Tax Fund and to make any such
appropriation, but is not bound or obligated to continue the procedure for apportionment and payment of
such aid or the imposition of said taxes, to maintain the existence of the Municipal Assistance State Aid
Fund, the Municipal Assistance Tax Fund, any special accounts therein or the Stock Transfer Tax Fund
or to make any appropriations, See “Appropriation by Legislature.”

The Corporation, in accordance with the Act and pursuant to the express provisions of the Second
General Bond Resolution, has covenanted to cause its Chairman to certify each year (at the time or times
required) to the State Comptroller and to the Mayor schedules setting forth the cash requirements of the
Corporation for such fiscal year and the time or titmes when such cash is required, all as described above.

In addition to the moneys that become available to the Corporation from the Special Aid and the
Special Tax Accounts, or otherwise from the State, which are deposited in and subject to the afore-
said pledge of and lien upon the Bond | Service Fund and Capital Reserve Aid Fund, the Corporation
may from time to time receive payments from the City of the principal of and interest on obligations
of the City purchased or exchanged by ithe Corporation. Such payments may be used for the further
purchase or exchange of obligations of% the City or for other corporate purposes of the Corporation.
The amount the Chairman is required to certify for debt service on the Bonds may not be reduced by
any amounts payable to the Corporation in respect of obligations of the City. Such obligations .of the
City held from time to time by the Corporation are not subject to the lien created by the pledge under
the First or Second General Bond Resqlutions. -
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Set forth below is a chart which illustrates the flow of funds as described above:

PER'BAPITA AlD SALES TAX STOCK TRANSFER TAX
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@ Subject to appropriation by State Legislature.
- ® See “Municipal Assistance State Aid Fund.”
- ® After March 31, 1976, available, if necessary.
- @ After certification by the Corporation as to its requ!rements

® Subject to appropriation by State Legislature and after payment of all amounts certified by

_ the Corporation, if any.

- ® Auvailable, if necessary. _
@ After payment of all amounts certifled by the Corporation.
Subject to appropriation by State -Legislature.
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Neither the Corporation nor the holders of the Bonds shall have any lien on the moneys in the
Special Aid Account or Special Tax Accﬁ)unt. Any provisions of the Second General Bond Resolution
and the Bonds with respect to provision for payment by the State to the Corporation of Per Capita Aid,
the Sales Tax or the Stock Transfer Tax out of the Special Aid Account and the Special Tax Account or
by transfer to the Municipal Assistance Tax Fund from the Stock Transfer Tax Fund are executory only
to the extent of the moneys available to tﬁe State in such Funds from time to time, which moneys shall
have been theretofore appropriated to the Corporation, and no liability on account thereof shall be incurred
by the State heyond the moneys available in:such Funds.

The Corporation has no taxing power. The Bonds do not constitute an enforceable obligation, or a
debt, of either the State or the City and nejther the State nor the City shall be liable thercon. Neither the
faith and credit nor the taxing power of the State or the City is pledged to the payment of the principal
of or the interest or any redemption premium on the Bonds.

Appropriation by Legislature

Per Capita Aid is subject to appropréiation by the State Legislature for the benefit of the City as a
part of the State budgetary process. The State Finance Law provides that the State Legislature shall
appropriate the Sales Tax and Stock Transfer Tax to the Corporation. Under the State Constitution in
order to appropriate State funds, the State Legislature must approve such appropriation at least every
two years. The State Legislature may not be bound in advance to make such an appropriation. It is
contemplated that the State Legislature will make an annual appropriation of the Per Capita Aid, Sales Tax
and Stock Transfer Tax. ?

The Sales Tax is now imposed at the same rate and upon the same base as the previously imposed
City sales tax. The Sales Tax is a new téx source for the State which, under the State Finance Law, is
deposited in a special fund of the State (the Special Tax Account in the Municipal Assistance Tax Fund}
rather than in the State’s General Fund. The provisions of the State Finance I.aw relating to the creation
of the Municipal Assistance Tax Fund provide that in no event shall the State Comptroller pay over and
distribute any moneys in the Special Account (other than the amount to be deducted for administering,
collecting and distributing the Sales Tax) to any person other than the Corporation unless and until the
aggregate of all cash requirements of the Corporation as certified to the State Comptroller have been
appropriated and have been paid to the Corporation in full. Subject to appropriation by the Legislature
and once the Per Capita Aid has been paid into the Municipal Assistance State Aid Fund, similar

provisions of State Finance Laws restricting use of moneys by the State Comptroller are applicable.

The Corporation believes that any failure by the State Legislature to make annual appropriations
as contemplated would have a serious impact on the ability of the State and its agencies and public
benefit corporations to raise funds in the public market.

 The foregoing discussion does not }:onstitute an assurance that the State Legislature will appro-
priate the Per Capita Aid, Sales Tax and Stock Transfer Tax as contemplated.

Article 7, Section 16 of the New York State Constitution provides that if the State Legislature
shall fail to make an appropriation for the payment of principal of and interest on State bonds or notes,
including sinking fund payments, as the same shall fall due, the State Comptroller “, . . shall set apart
from the first revenues thereafter received, applicable to the general fund of the State, a sum sufficient
to pay such interest, installments of prin¢ipal, or contributions to such sinking fund, as the case may be,
and shall so apply the moneys thus set apal?t.”

In the opinion of Bond Counsel, urider existing law, upon any failure of the State Legislature to
make the required appropriations as aforesaid, moneys on deposit in the Stock Transfer Tax Fund and
the Municipal Assistance Tax Fund, including the. Special Tax Account therein (each such account
or fund as presently constituted being a Special Fund of the State), would not constitute revenues
applicable to the General Fund of the State and hence said Article 7, Section 16 does not authorize
or mandate such moneys to be set apart by the State Comptroller for the payment of State obligations.
Further, under existing law, collectionsi of the Sales Tax and Stock Transfer Tax which are to be
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deposited into the Special Tax Account and the Stock Transfer Tax F und, do not constitute revenues
applicable to the General Fund of the State and hence such collections would likewise not be authorized
or mandated to he set apart, aside or applied by the State Comptroller for the payment of State obligations.
However, the source of moneys in the Special Aid Account is the apportionment and payment of Per
- Capita Aid from the General Fund of the State and upon a failure of the Legislature to make the

appropriation referred to above, there can be wno assurance given that there will be sufficient moneys
available in the General Fund of the State to permit any apportionment and payment ‘of Per Capita
Aid after the State Comptroller sets apart a sum sufficient to pay any State obligations.

Municipal Assistance State Aid Fund

The Municipal Assistance State Aid Fund has been established by the State Finance Law and is
in the custody of the State Comptroller. Within the Municipal Assistance State Aid Fund, the
Special Aid Account is established for the benefit of the Corporation. The Special Aid Account receives
revenues from the Per Capita Aid after certain claims, described below, having a priority on the payment
“of such aid have been satisfied. The State Finance Law provides for the allocation and payment of the
Per Capita Aid subject to prior appropriation by the Legislature (although the Legislature is not obli-
gated or bound to make such appropriation) of (i) any amounts, limited by the Financial Emergency
Legislation to a maximum of $65,000,000 in any fiscal year of the City, required to be paid to the City
University Construction Fund (“CUCF”) pursuant to the City University Construction Fund Act, (ii)
any amounts required to be paid in any fiscal year to the New York City Housing Development Corpora-
tion (“HDC”) pursuant to the New York City Housing Development Corporation Act to restore the
_capital reserve fund established for HDC’s General Housing Bonds to the amount required to be on
deposit in such fund, which amount was limited by the Financial Emergency Legislation to the lesser
of $85,000,000 or an amount equal to the maximum annual debt service, including principal of, sinking
fund installments, if any, and interest on bonds issued by HDC in an aggregate principal amount out-
standing of $800,000,000 or, (iii) the amount equal to any deficiency in certain payments required to
be paid by the City to the New York City Transit Authority pursuant to the provisions' of Chapter 7
of the Laws of New York State of 1972, (iv) the amount equal to any deficiency in annual payments
required to be paid by the City to the State to repay an advance made pursuant to the provisions of
Chapter 3 of the Laws of New York State of 1974, whereby the State made a loan to the .City in order to
subsidize the fare of the New York City Transit Authority, (v) $500,000 to the chief fiscal officer of the
City for payment to the trustees of the Police Pension Fund of the City pursuant to Section 54 of the
State Finance Law and (vi) the balance to the Special Aid Account* The Act provides that any pro-
vision therein or in any agreement by the Corporation with the holders of the Corporation’s securities
which relates to certain revenues, including Per Capita Aid, or to certain funds, including the Municipal
Assistance State Aid Fund and the Special Aid Account, shall be deemed executory only to the extent
of the moneys available to the State in such Funds from time to time which moneys shall have been there-
tofore appropriated to the Corporation and no liability on account thereof shall be incurred by the State
beyond the moneys in such Funds. -

. The Act provides that the State Comptroller shall make payments from the Special Aid Account to the
Corporation in the amounts and at the times certified by the Chairman to the State Comptroller and the
Mayor. In the event that the amounts in the Special Aid Account that have been appropriated to the
Corporation shall at any time be less than the amount certiﬂed by the Chairman, the State Finance Law
provides for the transfer from the Special Tax Account, subject to prior liens thereon, to the Special Aid
Account of an amount equal to the deficiency. See “Municipal_ Assistance Tax Fund.”

% Although the Financial Emergency Legislation purports to limit claims on the Per Capita Aid pur-
suant to (i) above, such limitation may not be effective in the event that the outstanding bonds of CUCF
are accelerated purstiant to the occurrence of an event of default under the CUCF bond resolution. In
such event, all the outstanding bonds of CUCF would be due and would, to the extent of fifty percent of
such principal amount, have a prior claim on the Per Capita Aid.. CUCF has outstanding $327,980,000
in bonds and $46,000,000 in notes, which are to be funded: by bonds (the issuance of such bonds is sub-

ject to Conirol Board approval),
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The State Finance Law provides that the State Comptroller shall from time to time, but in no event
later than the 15th day of October, January and April and the last day of June of each fiscal year, pay
to the City all revenues in the Special Aid Account in excess of the amount which the Chairman has certified
to the State Comptroller. The Per Capita Aid is more fully described under “Per Capita Aid.”

Pursuant to the Act and under the $ec0nd General Bond Resolution, the Chairman is required, not
later than February 12 in each year, and from time to time thereafter as may be necessary, to certify to the
State Comptroller and the Mayor of the: City the amount of cash required by the Corporation in order
for it to meet its obligations payable frorin the Bond Service Fund as they become due. Pursuant to the
Act, the State Comptroller may not disburse amounts from the Special Aid Account to the City or any
other entity so long as a certified amoupt required to be paid remains unpaid.

Pursuant to the Act and as provided! in the Second General Bond Resolution, the foregoing certifica-
tion procedure provides for payments to the Corporation for deposit in the Bond Service Fund and
the Capital Reserve Aid Fund from tﬁe Special Aid Account to. be made on or before. January 15,
April 15, June 25 and Qctober 15 in epch year. Consequently, the first interest payment on the 1975
Bonds, due on July 1, 1976, will be paid to the extent of moneys on deposit in the Bond Service Fund
received from the payments into the Bond Service Fund in- January, April and June,: 1976, from
the Special Aid Account, Thereafter, subject to appropriation of Per Capita Aid by the State Legislature,
the debt service payments due on January 1 and. July 1 in each fiscal year of the Corporation will be
paid from moneys on deposit in the Bond Service Fund received from payments into the Bond Service
Fund, which payments will aggregate the total debt service payments required to be made in such year.
For additional information concerning the certification procedure, see “Summary of Certain Provisions

of the Second General Bond Resolutio:n-—'-Maintenance of Certain Funds,”

However, the State is not bound orgob!igated to continue the apportionment and payment of the Per
Capita Aid or to maintain the existence of the Special Aid ‘Account. The Second General Bond Resolution,
however, provides that (i) the failure ofithe State to continue to apportion and pay Per Capita Aid or to
maintain the existence of the Special Aid Fund or the Special Aid Account or if the State reduces the
amount of Per Capita Aid payable dufing the current fiscal year to an amount less than the amount
of principal and interest maturing or otherwise coming due in the current or any future fiscal year,
or (ii) the failure of the State Comptroller to pay to the Corporation for deposit in the Bond Service
Fund and the Capital Reserve Aid Fund the amount or amounts as shall be certified by the Chairman,
shall each constitute an event of default|with respect to the Bonds, See “Summary of Certain Provisions
of the Second General Bond Resolution—Events of Default.” ' :

The State Comptroller may in his di%cretion invest re\;_enues in the Special Aid Account in obligations of
the United States or of the State or ir_l'pbliga'.tions the principal of and interest on which are guaranteed
by the United States or by the State.

Municipal Assistance Tax Fund :

The Municipal Assistance Tax Fund has been established by the State Finance Law and is
in the custody of the State Comptrollcjr. Within the Municipal Assistance Tax Fund, the Special Tax
Account is established for the benefit of the Corporation. The Special Tax Account receives the
revenues from the Sales Tax, less such amount as the State Commissioner of Taxation and Finance
determines to be necessary for reasonable costs in administering, collecting and distributing the Sales Tax.
The operative date of the Sales Tax was July 1, 1975. The State Finance Law provides for the appropria-
tion of the Sales Tax by the Legislature (although the Legislature is not obligated or bound to make
such appropriation) (i) to the Corporation in order to enable the Corporation to fulfill the terms of any

- agreements made with the holders of the Corporation’s bonds and notes issued pursuant to the First General
Bond Resolution, (ii) after payments of the amounts required by (i), to the Corporation to enable the
Corporation to fulfill the terms of any dgreements made with the holders of the Corporation’s Bonds and
to carry out its corporate purposes and| (iii) to the City, to the extent of any balance. The Act provides
that any provision therein or in any agreement by the Corporation with the holders of the Corporation’s
securities which relates to certain taxgs, including the Sales Tax and the Stock Transfer Tax, or to
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certain funds, including the Municipal Assistance Tax Fund and the Special Tax Account, shall be
deemed executory only to the extent of the moneys available to the State in such Funds from time to time
which monies shall have been theretofore appropriated to the Corporation and no liability on account
thereof shall be incurred hy the State beyond the moneys in such' Funds.

The Act provides that the State Comptroller shall make payments from the Special Tax Account
to the Corporation in the amounts and at the times certified by the Chairman to the State Comptroller
and the Mayor. In the event that the amounts in the Special Tax Account that have been appropriated
to the Corporation shall at any time be less than the amount certified by the Chairman, the State Finance
Law provides for the transfer from the Stock Transfer Tax Fund to the Special Tax Account of an
amount equal to the deficiency. The Stock Transfer Tax Fund consists of the revenues derived from the
Stock Transfer Tax. However, the State Finance Law does not authorize any appropriation of the
moneys in the Stock Transfer Tax Fund to the Corporation until the fiscal year of the State beginning
April 1, 1976,

The State Finance Law provides that the State Comptroller shall from time to time, but in no event
later than the 15th day of October, Janwary and April and the last day of June of each fiscal year, pay
to the City all revenues in the Special Tax Account in excess of the amount which the Chairman has
certified to the State Comptroller. The Sales Tax and Stock Transfer Tax are more fully described under
“Sales Tax” and “Stock Transfer Tax.”

Pursuant to the Act and under the Second General Bond Resolution, the Chairman is required, not
later than February 12 in each year, and from time to time thereafter as may Dbe necessary, to certify to
the State Comptroller and the Mayor of the City the amount of cash required by the Corporation in order
for it to meet its obligations payable from the Bond Service Fund as they become due. Pursuant to the
Act, the State Comiptroller may not dishburse amounts from the Special Tax Account to the City or any
other entity so long as a certified amount required to be paid remains unpaid.

Pursuant to the Act and as provided in the Secand General Bond Resolution, the forégoing certifi-
cation procedure provides for quarterly payments to the Corporation for deposit in the Bond Service
Fund and the Capital Reserve Aid Fund from the Special Tax Account to be made on or before January 15,
April 15, June 30 and October 15 in each vyear. Consequently, the first interest payment’ on the 1975
Bonds, due on July 1, 1976, will be paid to the extent of moneys on deposit in the Bond Service Fund
received from the payments into the Bond Service Fund on January 15, April 15 and June 30, 1976 from
the Special Tax Account. Thereafter, subject to appropriation by the Legislature, the debt service
payments due on January 1 and July 1 in each fiscal year of the Corporation will be paid from moneys on
deposit .in the Bond Service Fund received from quarterly payments into the Bond Service I und, which
“quarterly payments will aggregate the total debt service payments required to be made in stch year. For
additional information concerning the certification procedure, see “Summary of Certain Provisions of
the Second General Bond Resolution-—Maintenance of Certain Funds.” _

The amount of revenues received from the Sales Tax must, upon certification by the State. Commis-
sioner of Taxation and Finance, be deposited in the Special Tax Account, regardless of the investment
results of the State Comptroller pending such deposits. The Commissioner of Taxation and Finance may
invest moneys in the Stock Transfer Tax Fund in accordance with the State Finance Law. However,
if such amounts are needed for payment into the Special Tax Account, the Commissioner of Taxation and
Finance must pay the amount of moneys needed from colléctions forthwith in cash into said-Special Tax
Account, The State Comptroller may in his discretion invest revenues in the Special Tax Account in
obligations of the United States or of the State or in obligations the principal of and interest on which are
guaranteed by the United States or by the State.

The Sales Tax and the Stock Transfer Tax do not require annual reemactment by the Legislature,
However, the State is not bound or obligated to continue the imposition of either the Sales Tax or the
Stock Transfer Tax or to maintain the existence of the Special Tax Account or the Stock Transfer Tax
Fund or to make any appropriations of the revenues received from the Sales Tax credited to the Special
Tax Account or from the Stock Transfer Tax deposited in the Stock Transfer Tax Fund. The Second
General Bond Resolution, however, provides that (i) the failure of the State to continue the imposition, at
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rates not less than those in effect on July 2, 1975, of either the Sales Tax or Stock Transfer Tax or to
maintain the existence of the Special Tax Account or the Stock Transfer Tax Fund, or (i) the failure
of the State Comptrofler to pay to the Corporation for deposit in the Bond Service Fund and the
Capital Reserve Aid Fund the amount or amounts as shall be certified by the Chairman, shall each consti-
tute an event of default with respect to the Bonds, See “Summary of Certain Provisions of the Second
General Bond Resolution—Events of Deéfault.” - oo

As required by the Act and the First General Rond Resolution, on October 14, 1975, $51,368,097 was
deposited in the Debt Service Fund established pursuant to such Resolution from the Special Tax Account
in the Municipal Assistance Tax Fund. '

Per Capita Aid ‘ : : :

Since 1946 the State of New York has appropriated moneys to local governments, including cities and
counties, pursuant to Section 54 of the State Finance Law. '

The determination of the amount of Per Capita Aid payable to the City is based on complex
formulae which take into account the population. of the City, the total assessed valuation of real property
taxable by the City, the City-wide State jequalization rate and the total State Personal Income Tax .
collections. Special census figures have been -used by the State from time to time in-an effort to keep
pace with population shifts and fiscal démands of local government, but -the basic Per Capita Aid
formulae have continued since that date. | . , _ .

Payments of Per Capita Aid, upon ce:rtiﬁcation of the State Board of Equalization and Assessment,
are apportioned and paid to the chief fiscal officer of the City on audit and warrant of the State Comptroller
out of moneys appropriated by the Legis]at{.lre for such purpose to the credit of the Local Assistance Fund
in the General Fund of the State Treasury. Per Capita Aid payments are scheduled pursuant to Section
t4 of the State Finance Law to be made to'the City in four installments on the 25th day of February, April,
June and October of each year, -Section 92-¢ of the State Finaficé Law provides that subject to certain
prior rights to payment, including that of ;th_e Cotporation, payments are to be made. to-the City not later
than the 30th day of June and the 15th day of April, October and January of each year. The Corporation
has been informed that all or substantially all of the Per Capita Aid payable to the City on an annual basis
has been disbursed to the City as a part of the June 25th payment, The Corporation has covenanted to
make such certifications as are necessary to meet its requirements not later than the 25th day of June and
15th day of January, April and October of each year. L S

The determination of the amount of I;Z’er. Capita Aid payable under Section 54 of the State Finance
Law is a legislative act requiring, prior tolits apportionment, appropriation for State aid purposes by the
State Legislature, The provisions for Per Capita Aid are statutory and the Legisiature, having the.
right to enact laws to provide State aid, may also amend or repeal such statutes or make no appropriation
for Per Capita Aid. The State has appropriated moneys which have been- apportioned among local
governmental entities, including the City; in each year since 1946 and has provided some measure of
assistance to local governments since 1800. : -

The following tabulation, which was derived from the _N'ew York City Bureau of the Budget and the
State Comptroller’s office, indicates the ‘aggregate payments of Per Capita Aid to the City for the six
fiscal years ended June 30, 1975: ! ' .

1970 \eennnnn e evi... $204,800,000 173 oereriiereieenne.. $331,780,000

yogy Lol 523000000 1974 ..iieeniiieiaeee. 360,870,000

972 ... LD 2722800000 1075 e 405,118,000
Sales Tax : : N .

Under the Tax Law, the Sales Tax is imposed within the City at the rate of four percent on (i)
receipts from () retail sales of tangible personal property, (b) sales of certain services, (c) sales, other
than sales for resale, of gas, electricity, refrigeration and steam, and of telephony and telegraphy, (d) occu-
pancies of hotel rooms, and (e) sales of food or beverages in or by restaurants, taverns, and similar
establishments and by caterers; (i) certain admission, entertainment, cover, minimum and club charges
or dues: and (iii) the use within the City,of certain tangible personal property and services not otherwise
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