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NOT A NEW ISSUE

In the opinion of Bond Counsel, under existing statutes and court decisions, interest on the 1976 Series CC Bonds is exempt
from Federal incame taxes, and shall at all times be free from New York State and New York City personal income taxes.

$256,250,000

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

1976 SERIES CC BONDS
Dated: November 1, 1976 Due February 1, 1993

Principal of and interest on the 1976 Series CC Bonds are payable at the corporate trust office of Citibank, N.A., New York,
New York, or at the option of the holder at The Northern Trust Company, Chicago, Tllinois, or at Bank of America, N.-T. & S.A.,
San Francisco, California, untess registered. Interest on the 1976 Series CC Boads is payable February 1, 1977 and semi-annually
thereafier on each February I and August 1. The Trustee under the First General Bond Resolution (pursnant to which the 1976
Series CC Bonds are to be issued) is United States Trust Company of New York. The 1976 Series CC Bonds will be issued as
coupon bonds in the denomination of $5,000 each, registrable as to principal only, or as fully registered bonds in the denominations
of $5,000 or any integral multiple of $5,000. Coupon and registered bonds are interchangeable as more fully described herein.
For information which may affect the market for and source of payment of the 1976 Series CC Bonds, see “Introduction™ and the
references included therein.

The 1976 Series CC Bonds will be subject to redemption at the option of the Corporation on and after August 1, 1982 at an
initial redemption price of 104% of the principal amount thereof and from mandatory Sinking Fund Installments on and after
February 1, 1984 at a redemption price of 100% of the principal amount thereof, plus, in each case, accrued interest to the redemption
date, all as more fully described herein under “Bonds Being Offered—Description of the Bonds.”

1014 % Term Bonds due February 1, 1993
Price 180%
(plus accrued interest)

The 1976 Series CC Bonds will be issued as Refunding Bonds to the State of New York in exchange for the 1975 Series V
and AA Bonds of the Corporation currently held by the State. The State intends to offer the 1976 Series CC Bonds for sale to
the underwriters for resale to the public pursuant to the offering being made by this Official Statement. See “Introduction——Refunding
of Bonds Held by the State and Use of Proceeds.”

The 1976 Series CC Bonds of the Corporation are payable out of cerfain revenues of the Corporation, including revennes
derived from certain sales and compensating use iaxes imposed by the State of Wew York within The City of New York and, under
certain conditions, the State stock transfer tax. The State is not bound or obligated to continze the jmposition of such taxes or to
make the necessary appropriations of the revennes received from such taxes. The Corporation has no taxing power. The 1976 Series
CC Bonds do not constitute an enforceable obligation, er a debt, of either the State or the City, and neither the State nor the City
shall be Hable thereon. Neither the faith and credit nor the taxing power of the State or the City is pledged to the payment of
principal of or interest on the 1976 Series CC Bonds,

The 1976 Series CC Bonds are offered when, as and if issued and veceived by the underwriters and subject to approval of
legality by Hawkins, Delafield & Wood, New York, New York, Bond Counsel. Reference is hereby made to the matters set forth
in paragraph 13 of Exhibit B to this Official Statement. Certain legal matiers will be passed on for the Corporation by its General
Counsel, Paul, Weiss, Rifkind, Wharton & Garrison, New York, New York, Tt is expected that the 1976 Series CC Bonds in
definitive form will be available for delivery on or about November 15, 1976.
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No dealer, broker, salesman or other 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 information or representatlons must not be relied wpon as having been authorized.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of the 1976 Series CC Bonds or any other securities of the Municipal Assistance Corpora-
tion For The City of New York by any person, in any, jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale. The information set forth herein has been provided by such Corpora-
tion and by other sources which are believed to be reliable by such Corporation, but it is not guaranteed as
to its accuracy or completeness and is not to be construed as a representation by the wnderwriters. The
information herein is subject to change without notice and neither the delivery of this Official Statement
nor any sale -made herennder shall, under any circumstances, create any implication that there has been
no change in the affairs of snch Corporation since the date hereof. This Official Statement is sub-
mitted in connection with the sale of the securities referred to herein and may not be reproduced or
used, in whole or in part, for any other purpose.

IN CONNECTION WITH THE OFFERING OF THE 1976 SERIES CC BONDS, THE
UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR
MAINTAIN THE MARKET PRICE OF SUCH BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COM-'
MENCED, MAY BE DISCONTINUED AT ANY TIME. ‘
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OFFICIAL STATEMENT
OF

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

Relating io
$256,250,000 1976 Scries CC Bonds

INTRODUCTION

This Official Statement, including the cover page and the exhibits, of the Municipal Assistance
Corporation For The City of New York (the “Corporation™) is provided for the purpose of setting forth
information in connection with the offering of the Corporation’s 1976 Series CC Bonds (the “1976 Series
CC Bonds”) by the State of New York (the “State”™).

The Corporation
The Corporation is a corporate governmental agency and instrumentality of the State constituting a

public benefit corporation. The Corporation was created in June 1975, pursuant to The New York
Municipal Assistance Corporation Act, as amended by the Municipal Assistance Corporation For The
City of New York Act, cach as further amended (the “Act”), for purposes of assisting The City of
New York (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 cmpowered, among other things, to issne and sell, and has issued and sold, bonds and
notes, and paid or loaned funds received from such sales to the City, and exchanged the Corporation’s
obligations for those of the City, under conditions specified in the Act. Also pursuant to the Act, the
Corporation is empowered 10 perform, and has provided for, certain oversight functions with respect
to the City’s financial activities.

The 1976 Series CC Bonds are to be issued pursuant to the Act, the General Bond Resolution of the
Corporation, dated July 2, 1975, as amended (the “First General Bond Resolution”), and the series
resolution of the Corporation authorizing the 1976 Series CC Bonds (the “1976 Series CC Resolution™).
The First General Bond Resolution and the 1976 Series CC Resolution are sometimes collectively referred
to herein as the “Resolution.”

Refunding of Bonds Held by the State and Use of Proceeds

The 1976 Serics CC Bonds, in the aggregate principal amount of $256,250,000, will be issued by the
Corporation as Refunding Bonds (as such term is used in the Act and the First General Bond Resolution)
and delivered to the State in exchange for $100,000,000 principal amount of 1975 Series V Bonds and
$150,000,000 principal amount of 1975 Scries AA Bonds of the Corporation (collectively, the “Series V
and AA Bonds”) now held by the State, The Serics v and AA Bonds bear interest at 11% per annum
and mature seriatly from 1986 to 1995. The Series V and AA Bonds received by the Corporation pursuant
to such cxchange will be cancelled by the Corporation and will thereupon no Jonger be outstanding. The
issnance of the 1976 Series CC Bonds as Refunding Bonds in exchange for the Series V and AA Bonds will
result in debt service savings to the Corporation. Sec “Provision for Payment of the Bonds-—Debt Service
Requirements and Estimated Coverage Ratios.”

The Series V and AA Bonds were originally issued by the Corporation and acquired by the Statc
in connection with the Corporation’s three-month financial plan to provide financial aid to the City
from September through November 1975. The Corporation used the moneys received in connection with
the issuance of the Serics V and AA Bonds to make cash available to the City as contemplated by the Act.
In connection with the issuance of the Series Vv and AA Bonds to the State, the Corporation indicated
its willingness to assist the State in sclling or otherwisc disposing of such Bonds.
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The net proceeds of the sale of the 1976 Series CC Bonds of $250,000,000 (which amount is exclu-
sive of accrued interest and after deduction of underwriters’ compensation, see “Underwriting”) will be
paid to the State and not to the Corporation. The State has informed the Corporation that it will use such
net proceeds to retire an equal principal amount of tax and revenue anticipation notes sold by the State
in November 1975 to certain of the State retirement systems and other State sources in order to fund a
first instance appropriation to the Corporation evidenced by the Series V and AA Bonds. Such State
notes mature on November 19, 1976, See “Certain Developments Affecting the State—Significant Fac-
tors Affecting Plans for the 1976-77 Fiscal Year.”

Payment of the Bonds

All bonds issued under the First General Bond Resolution, including the 1976 Series CC Bonds and
all bonds heretofore or subsequently issued under the First General Bond Resolution (herein collectively
referred to as the “Bonds”), are general obligations of the Corporation and are payable from revenues
derived from certain State sales and compensating use taxes (the “Sales Tax) imposed pursuant to the
State Tax Law (the “Tax Law”) by the State within the City and, under certain conditions, the tax
imposed pursuant to the Tax Law by the State on sales or transfers of stock and certain other certificates
(the “Stock Transfer Tax™).

Under the State Finance Law (the “Finance Law”), the Sales Tax and the Stock Transfer Tax are
not available to the City or any person other than the Corporation until the requirements of the
Corporation, including debt service on the Bonds, have been met,

The Finance Law provides for the establishment of a Municipal Assistance Tax Fund (the “Muni-
cipal Assistance Tax Fund) and, within such Fund, a special account for the benefit of the Corporation
(the “Special Account”). The Special Account includes the revenues derived 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.

Amounts of Sales Tax collected and deposited in the Special Account are paid to the Corporation
at such times and in such amounts as are certified annually by the Chairman of the Corporation (the
“Chairman™) as necessary to fund the Corporation’s Debt Service Find, Capital Reserve Fund and
Operating Fund (each as defined in the First General Bond Resolution) at the levels required by the Act,
subject to annual appropriation by the State Legislature. For information with respect to the willingness
of the State Legislature to make such appropriation, see “Provisions for Payment of the Bonds—Appropri-
ation by Legislature™ and “Certain Developments Affecting the State.” :

In the event that the amounts in the Special Account shall at any time be less than the amount
certified by the Chairman as referred to in the preceding paragraph, an amount equal to the deficiency
in the Special Account will be transferred, subject to appropriation by the State Legislature, to the Special
Account from the Stock Transfer Tax Fund (the “Stock Transfer Tax Fund”). Such Fund consists of the
revenues derived from the Stock Transfer Tax.

In the opinion of Bond Counsel, the State has the right and power to impose such taxes and to
increase or decrease the amount of such taxes, to establish the Municipal Assistance Tax Fund and the
Special Account therein and the Stock Transfer Tax Fund and to make any such appropriation, but is not
bound or obligated to continue the imposition of such taxes, to maintain the existence of the Municipal
Assistance Tax Fund, the Special Account therein or the Stock Transfer Tax Fund or to make any such
appropriations. See “Provisions for Payment of the Bonds—Appropriation by Legislature.”

The State Legislature has appropriated, for the benefit of the Corporation, the Sales Tax and the
Stock Transfer Tax for the State’s fiscal year beginning April 1, 1976,

The Bonds are secured by an equal charge and a first lien on the Debt Service Fund and the
Capital Reserve Fund, and payments of principal of and interest on the Bonds are made from such
Funds. The amount that is required to fund the Debt Service Fund in any fiscal year is the amount
needed to pay all principal (including sinking fund obligations) of, and interest and redemption premium,
if any, on, the Corporation’s outstanding Bonds and Notes and intcrest on Other Obligations (each
as defined in the First General Bond Resolution) maturing or otherwise coming due during that fiscal
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year. The amount required to fund the Capital Reserve Fund i¢ o fixed percentage of the amount of
principal of and interest on the Corporation’s outstanding Bonds maturing or otherwisc coming duc
during a specified calendar year, including for such purpose 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 Rescrve Fund in 1976; thercafter the fixed percentages of debt service rcquirements are
25% for 1977, 50% for 1978, 75% for 1979 and 100% for 1980. Beginning in 1981, the fixed percentage
is 100% of the succeeding year’s debt service requirements.

The Corporation is a corporate governmental agency and instrumentality of the State and not of
the City. The Corporation has no taxing power. The Bonds do not constitute an enforceable obligation,
or a debt, of cither 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 City is pledged to the payment of principal of or
interest on the Bonds.

See “Litigation” with respect to litigation relating to the source of payment for the Bonds. Reference
is hereby made to the matters sct forth in paragraph 13 of Exhibit B to this Official Statement. Such
paragraph concludes that, if the Moratorjum Act referred to therein is sustained, future legislation
could be adopted (although none has been proposed) which may impose a moratorium on the enforce-
ment of the Bonds,

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

Sales Tax and Stock Transfer Tax Coverage

Receipts from the Sales Tax and the Stock Transfer Tax {(excluding the 25% surcharge imposed,
under present law, on the Stock Transfer Tax until Fuly 31, 1978) for the twelve months ¢nded Sep-
tember 30, 1976 amounted to approximately $823,843,000 and $220,522,000, respectively, a total of
approximately $1,044,365,000. Such Sales Tax receipts alonc would have covered maximum total annual
debt service on outstanding Bonds (after giving effect to the issuance of the 1976 Series CC Bonds in
exchange for the Series V and AA Bonds) 1.70 times. The total of such Sales Tax and Stock Transfer
Tax receipts would have covered such maximum total annual debt service 2.15 times. There is no
assurance that the Sales Tax and the Stock Transfer Tax coliections will, in the future, equal or exceed
historical levels. For additional information concerning the computation of the foregoing and the
collections of the Sales Tax and the Stock Transfer Tax, sec “Provisions for Payment of the Bonds”
and the information therein under the captions “Sales Tax”, “Stock Transfer Tax” and “Pebt Service
Payment Requirements and Estimated Coverage Ratios.” The First General Bond Resolution contains
limitations on the issuance of additional Bonds based upon a certificate of the State Commissioner of
Taxation and Finance with respect to Sales Tax and Stock Transfer Tax receipts. Such certificate must
demonstrate that specified historical collections of the Sales Tax alone provide minimum debt service
coverage of 1.5 times and that such collections of the Sales Tax and the Stock Transfer Tax together
provide debt service coverage of not less than 2.0 times. Such ratios provide for the deduction, from
the amounts available for coverage, of the Corporation’s estimated operating expenses for the current
fiscal year. See “Bonds Being Offercd—Additional Bonds.”

Certain Factors

The Corporation believes that the market for and the soarce of payment of the 1976 Series CC
Bonds may be affected by certain factors described clsewhere in this Official Statement. Reference should
be made to those portions of the Official Statement for a more detailed description of those factors.
Certain market factors are described in “Market Considerations Affecting 1976 Series CC Bonds.” In
addition, developments with respect to the State or the City, or agencies of either, may have an effect
on the market for and source of payment of the 1976 Series CC Bonds. For a more detailed
description of each of such matters, see “Certain Developments Affecting the State” and “Certain De-
velopments Affecting the City.” For a description of certain litigation regarding the legality of the im-
position of the Sales Tax and the Stock Transfer Tax and challenging the constitutionality of the New
York City Emergency Moratorium Act, as welt as certain other litigation, each of which may affect
the Corporation, see “Litigation.”
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Other Indcbtedness of the Corporation

In addition to the Bonds, the Corporation has outstanding other bonds and promissory notes which
were issued under rcsolutions other than the First General Bond Resolution and which arc either payable
out of revenues not pledged to the payment of principal and interest on the Bonds or are subordinate as to
payment of thc Bonds and as to payments to the Capital Reserve Fund. See “Outstanding Debt of the
Corporation.”

MARKET CONSIDERATIONS AFFECTING 1976 SERIES CC BONDS

The Corporation believes that, in addition to being affected by general conditions in the bond mar-
ket, the market prices of bonds of the Corporation may have been affected, and the market for the
1976 Series CC Bonds may be affected, by developments with regpect to the financial condition of the
State or the City, or agencies of either, notwithstanding the fact that bonds of the Corporation do not
constitute obligations or debts of the Statc or the City. See *“Certain Developments Affecting the State”
and “Certain Developments Affecting the City.”

There can be no assurance that there will exist any substantial market for the 1976 Series CC Bonds
at or near the level of their initial offering price.

On May 26, 1976, Moody's Investor’s Service, Ine. (*Moody’s”), a bond-rating agency, issued a
report stating that it had reduced its rating of certain Bonds of the Corporation issued pursuant to
its First General Bond Resolution from A, its third highest rating, to B, its sixth highest rating. Moody’s
defines bonds to which an A rating is given as “upper medium grade obligations” where “factors giving
security to principal and interest are considered adequate but elements may be present which suggest
a susceptibility to impairment sometime in the future”, while bonds to which a B rating is given are defined
as ones which “generally lack characteristics of a desirable investment” and with respect to which “assurance
of interest and principal payments or of maintcnance of other terms of the contract over any long period
of time may be small.”

Moody’s report of May 26, 1976 was issued without benefit of any prior discussions with officials
of the Corporation and, in the judgment of the Corporation, relied upon certain misconceptions. On
May 28, 1976, Moody’s issued a reaffirmation of its reduced rating. In the judgment of the Corporation,
Moody’s reduction of rating was not justified,

On October 6, 1976, the Corporation formally requested that Moody’s withdraw its ratings of all
securities of the Corporation and refrain frem rating any future issucs of such securities, including the
1976 Series CC Bonds. Moody’s has responded by stating that it intends to continue to rate those Bonds
of the Corporation on which it has outstanding ratings,

The Bonds of the Corporation that are rated by Moody’s have also been rated by both Standard &
Poor’s and Fitch rating agencics at A+ and A, respectively, Standard & Poor’s defines bonds rated A
as “safe” with respect to principal and interest payments, concerning which “[d]ebt service coverage is
good, but not exceptional”, and where “[s]tability of the pledged revenues could show some variations
because of . . . economic influences on revenues.” In addition, Standard and Poor’s may assign a + to
differentiate between bonds within a category. Fitch defines bonds which are rated A as having “ample
protection with regard to principal and interest payments”, and considers such bonds to be in “the ‘safe’
investment class.” Such agencies have either reaffirmed or have not changed such ratings on such Bonds
following the action by Moody’s, Nevertheless, the Corporation believes that Moody’s action adversely
affected the market for as well as the market price of the Bonds and may similarly affect the 1976
Series CC Bonds.

The 1976 Series CC Bonds have been rated A+ and A by Standard & Poor’s and Fitch rating
agencics, respectively.

The ratings and report referred to above reflect only the respective views of such agencics, and an
explanation of such ratings and report may be obtained from the rating agencies furnishing the same,
There is no assurance that such ratings will continue for any given period of time or that they will not
be revised downward, suspended or withdrawn entirely by one or more of such rating agencies, if, in




their judgment, circumstances so warrant. Any such downward rovigion, suspension or withdrawal of
such ratings, or any of them, may have an adverse effect on the market price and marketability of the

1976 Series CC Bonds.
OQOUTSTANDING DEBT OF THE CORPORATION

The Corporation at present has outstanding $3,078,685,000 in aggregate principal amount of Bonds
issued pursuant to the First General Bond Resolution and $607,440,000 in aggregate principal amount
of other bonds (the “Second Resolution Bonds™) issued pursuant to the Second General Bond Reso-
lution of the Corporation, dated November 25, 1975 (the “Second General Bond Resolution™). It also
has outstanding $23,500,000 in aggregate principal amount of promissory notes (the “Promissory
Notes”) issued pursuant to a Promissory Note Resolution of the Corporation, dated November 17, 1975.
See “Provisions for Payment of the Bonds—Debt Service Payment Requirements and Hstimated Coverage
Ratios.”

The holders of the Bonds have a claim prior to that of the holders of the Promissory Notes and the
Second Resolution Bonds on all amounts received by the Corporation from the State as payments from
the Municipal Assistance Tax Fund (including the revenues derived from the Sales Tax and the
Stock Transfer Tax). The holders of the Second Resolution Bonds have no claim on any of the moneys
or securities in the funds or accounts established pursuant 1o the First General Bond Resolution as
long as the Bonds or any Notes or Other Obligations (as defined in and issued pursuant to the First
General Bond Resolution) arc outstanding. The holders of the Bonds have no claim, however, on any per
capita State aid, which is the principal source of payment for Second Resolution Bonds, received by the
Corporation.

As of October 15, 1976, the Corporation had on deposit in the Debt Service Fund and the Capital
Reserve Fund $207,665,918 and $102,912,256, respectively, for the payment of principal of and interest
on the Bonds, which amounts equal or exceed the amounts required by the Act and the First General Bond
Resolution to be in such Funds on such date, For additional information concerning the financial
condition of the Corporation as at Junc 30, 1976 and events occurring between such date and the date
hereof, see “Financial Statemcnts and Subsequent Events” and the audited financial statements of the
Corporation as at June 30, 1976, annexed hereto.

PROVISIONS FOR PAYMENT OF THE BONDS
General

The Bonds arc general obligations of the Corporation payable out of any available revenues of the
Corporation not otherwise pledged. The Bonds are entitled to a first lien created by the pledge under the
First General Bond Resolution of all moneys and securities paid into the Debt Service Fund and the
Capital Reserve Fund held by the Trustee. Such moneys and securities include each of the following:
(i) amounts reccived by the Corporation from the State as payments from the Municipal Assistance Tax
Fund for deposit in the Debt Service Fund and the Capital Reserve Fund; (ii) all other amounts received
by the Corporation from the State as payments for deposit in the Capital Reserve 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 Fund to the required amount, sce
“Restoration of Capital Reserve Fund”); and (iii) any income or interest carned as a result of invest-
ments of amounts so deposited in such Funds. The first lien referred to above is that created by the
provisions of the First General Bond Resolution requiring the application of the amounts in the Debt
Service Fund and the Capital Reserve Fund to the payment, when due, of the principal or redemption price,
if any, of and interest on the Bonds, and permitting the application of amounts in the Debt Service Fund
to the payment, when due, of the principal and interest on Motes and intercst on QOther Obligations of
the Corporation as provided in the First General Bond Resolution. (Second Resolution Bonds do not
constitute either “Bonds” or “Other Obligations™ as such terms are used herein and in the First General
Bond Resolution.) In connection with such permitted application of funds in the Debt Service Fund, the
Corporation may grant an equal lien on afl moneys and sccurities in the Debt Service Fund (other than
moneys, if any, paid into the Debt Service Fund from the Capital Rescrve Fund) to secure payment of
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principal of and interest on Notes and intercst on Other Obligations, See “Summary of Certain Provisions
of the First General Bond Resolution—Additional Bonds and Notes.”

Payment of the amounts referred to in clause (i) above will be subject 1o the certification, not later
than February 12 in each year or thereafter if revision is required, by the Chairman to the State Comptroller
and to the Mayor of the City (the “Mayor”) of a schedule setting forth the cash requirements of the
Corporation and the time or times when such cash is réquired. The certification is required to include
the total amount required to be deposited in the Debt Service Fund to pay all interest on and all principal
of and redemption premium, if any, on Bonds and Notes maturing or otherwise coming due during the
fiscal year beginning on the following July 1 and interest on Other Obligations becoming due in such
fiscal year and the total amount required to be deposited in the Capital Reserve Fund during such fiscal
year in order to maintain the Capital Reserve Fund at the required amount. The amount that will be
required to fund the Capital Reserve 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 specified calendar
year, including for such purpose 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
Fund in 1976; thereafter the fixed percentages of debt service requirements are 25% for 1977, 50%
for 1978, 75% for 1979 and 100% for 1980, Beginning in 1981, the fixed percentage is 100% of the
succeeding year’s debt service requirements,

Payments to the Corporation of the amouats referred to in clause (i) above are required to be
made by the State only if and to the extent that moneys have been appropriated by the State Legislature
from the Special Account or that revenues have otherwise been made available therefor by the State
(see “Municipal Assistance Tax Fund”). The source of moneys in the Special Account is the Sales
Tax and, 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 impose such taxes and to incrcase or decrease the amount of such taxes, to establish
the Municipal Assistance Tax Fund and the Special Account therein and the Stock Transfer Tax
Fund and to make any such appropriation, but is not bound or obligated to continue the imposition of
such taxes, to maintain the existence of the Municipal Assistance Tax Fund, the Special Account 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 First
General Bond Resolution, has covenanted to cause its Chairman to certify cach 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 times when such cash is required, all as described above.

In addition to the moneys that become available to the Corporation from the Special Account and the
Stock Transfer Tax Fund, or otherwise from the State, which are deposited in and subject to the aforesaid
pledge of and lien upon the Debt Service Fund and Capital Reserve 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
by the Corporation or received by the Corporation in exchange for its bonds. Such payments may be
used for the further purchase of or exchange for obligations of the City or for other corporate purposes
of the Corporation. It is the present policy of the Corporation, however, not to present for payment of prin-
cipal or interest any obligations of the City held by the Corporation (other than certain bond anticipation
notes of the City which will be presented for the payment of interest only). Moneys in the Debt Service
Fund are subject to the aforesaid pledge and lien upon the Debt Service Fund. 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 General Bond
Resolution, '
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Get forth below is a chart which illustrates the flow of funds as described above:
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Neither the Corporation nor the holders of the Bonds have any lien on the moneys in the
Special Account. Any provisions of the First General Bond Resolution and the Bonds with respect
to provision for payment by the State to the Corporation of the Sales Tax or the Stock Transfer Tax out
of the Special 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 the 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 beyond 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 neither the State nor the City shall be liable thereon, Neither the
faith and credit nor the taxing power of the State or the City is pledged to the payment of the prineipal of
or the interest or any redemption premium on the Bonds,

Appropriation by Legislature :

The Finance Law provides that the State Legislature shall appropriate the Sales Tax and the Stock
Transfer Tax for the benefit of the Corporation. Under the State Constitution, an appropriation of State
funds must be paid out within two years of the date of the appropriation act. The State Legislature may
not be bound in advance to make such an appropriation. The State Legislature has appropriated, for the
benefit of the Corporation, the Sales Tax and the Stock Transfer Tax for the State’s fiscal year beginning
April 1, 1976. Tt is expected, but the Corporation has no assurance, that the State Legislature will
continue to make an annual appropriation of the Sales Tax and the 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 and is the primary source of payment of the Bonds. The Sales Tax is a new tax source
for the State which, under the Finance Law, is deposited in a special fund of the State (the Special Account
in the Municipal Assistance Tax Fund) rather than in the State’s General Fund. The provisions of the
Finance Law 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.

The Corporation believes that any failure by the State Legislature to make annual appropriations as
expected 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 constitute an assurance that the State Legislature will appropriate
the Sales Tax and the Stock Transfer Tax for the benefit of the Corporation as expected. See “Certain
Developments Affecting the State.”

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

Section 55 of the Finance Law provides that, under certain terms and conditions, the State Comp-
troller is to set aside all taxes and revenues (defined to mean moneys payable into the General Fund
of the State but with certain itemized exceptions) in a note repayment account established pursuant to
such section for the purpose of paying the principal of and interest on certain State tax and revenue
anticipation notes (other than those maturing November 19, 1976, see “Introduction—Refunding of
Bonds Held by the State and Use of Proceeds”).

In the opinion of Bond Counsel, under existing law, upon any failure of the State Legislature to
make the required appropriations for State debt obligations as aforesaid or upon the establishment of a
note repayment account as aforesaid, moneys on deposit in the Stock Transfer Tax Fund and the
Municipal Assistance Tax Fund, including the Special Account therein (each such account or fund as
presently constituted being a special fund of the State), would not constitute revenues applicable to the
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General Fund of the State and hence neither said Article 7, Section 16 nor said Section 33 authorizes ox
mandates such moneys to be set apart by the State Comptroller either for the payment of Statc obligations
or for deposit into such note repayment account. Further, under existing law, collections of the Sales
Tax and the Stock Transfer Tax which are to be deposited into the Special Account and the Stock
Transfer Tax Fund, do not constitute revenues applicable to the General Fund of the State and hence
such collections would likewise not be authorized or mandated to be set apart or applied by the State
Comptroller cither for the payment of State obligations or for deposit into such note repayment account.

Municipal Assistance Tax Fund

The Municipal Assistance Tax Fund has been established by the Finance Law and is in the
custody of the State Comptroller. Within the Municipal Assistance Tax Fund, the Special Account is
established for the benefit of the Corporation. The Special 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 Finance Law provides for the appropriation of the Sales Tax by the
State Legislaturc (although the State Legislature is not obligated or bound to make such appropriation)
(1) 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, including the 1976 Series CC 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 agreements made with the holders of the Promissory
Notes and the holders of Second Resolution Bonds and to carry ont 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 taxes, including
the Sales Tax and the Stock Transfer Tax, or to certain funds, including the Municipal Assistance Tax
Fund and the Special 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 theretofore 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 Comptrotler shall make payments from the Special 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 Account that have been appropriated to
the Corporation shall at any time be less than the amount certified by the Chairman, the Finance Law
provides for the transfer from the Stock Transfer Tax Fund to the Special Account of an amount
equal to the deficiency. The Stock Transfer Tax Fund consists of the revenues derived from the Stock
Transfer Tax.

The 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 Account in excess of the amount which the Chairman has certified
to the State Comptroller.

Pursuant to the Act and under the First General Bond Resolution, the Chairman is required, not
Jater 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 the amount of cash required by the Corporation in order for
it to meet its obligations payable from the Debt Service Fund as they become due. Pursuant to the Act,
the State Comptroller may not disburse amounts from the Special 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 First General Bond Resolution, the foregoing certification
procedure provides for substantially quarterly payments to the Corporation for deposit in the Debt
Service Fund and the Capital Reserve Fund from the Special Account. Subject to appropriation by the
State Legislature, the debt service payments due on February 1 and August 1 in each fiscal year of the
Corporation will be paid from moneys on deposit in the Debt Service Fund received from such quarterly
payments into the Debt 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 First General Bond Resolution—Maintenance of Certain
Funds.”
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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 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 Finance Law. However,
if such amounts arc necded for payment into the Special Account, the Commissioner of Taxation
and Finance must pay the amount of moneys needed from collections forthwith in cash into the Special
Account. The State Comptroller may in his discretion invest moneys in the Special Account in obliga-
tions 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 reenactment by the State 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 cxistence of the Special Account or the Stock Transfer Tax Fund
or to make any appropriations of the revenues received from the Sales Tax credited to the Special
Account or from the Stock Transfer Tax deposited in the Stock Transfer Tax Fund. The First General
Bond Resolution, however, provides that (i) the failure of the State to continue the imposition, at 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 Account or the Stock Transfer Tax Fund, or (ii) the failure of the State
Comptroller to pay to the Corporation for deposit in the Debt Scrvice Fund and the Capital Reserve
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 First General Bond
Resolution—Events of Default.”

Sales Tax

Under the Tax Law, in addition to the four percent sales and compensating use taxes levied state-
wide, the Sales Tax is imposed within the City at the rate of four percent on (i) receipts from (a) retail
sales of tangible personal property, (b) sales, other than sales for resale, of certain services, (c) sales,
other than sales for resale, of gas, electricity, refrigeration and steam, and of telephony and telegraphy, (d)
occupancies of hotel rooms, other than for resale, and (e) sales of food or beverages in or by restaurants,
taverns and similar establishments and by caterers; (ii) certain admission, entertainment, cover, minimum
and club charges or dues; and (iii) the use within the City of certain tangible personal property and
services, The Sales Tax is also imposed on receipts from sales of the service of providing in the City
parking, garaging or storing for motor vehicles at the rate of six percent. The Sales Tax is subject to certain
limited exceptions, exemptions and exclusions.

The level of Sales Tax receipts is necessarily dependent upon economic and demographic conditions
in the City and there can be no assurance that the historical data with respect to collections of such tax
are necessarily indicative of future receipts. - During recent years the City has experienced adverse trends
in certain economic and demographic factors. Employment in the City decreased by 13.9% between 1970
and August 1976 as compared to an increase of 13.7% for the United States. The City’s unemployment
rate rose from 4.8% in 1970 to 10.1% in August 1976. The unemployment rate for the United States
increased from 4.9% in 1970 to 7.6% in August 1976. The population of the City decreased by 4.2%
between 1970 and 1975, as compared to a population increase of 4.2% for the United States, (The
sources of statistics referred to in this paragraph are the U.S. Department of Labor, New York State
Department of Labor, Bureau of Labor Statistics and the U.S. Department of Commerce, Bureau of
the Census.) -

If such trends continue or accelerate, Sales Tax collections may be adversely affected. The
Corporation believes that it is not now possible to predict the effect of future developments with respect
to the City’s economic condition or other related economic developments in the City on Sales Tax
collections. As shown in the table below, collections of the Sales Tax and the sales and compensating
usc taxes previously imposed by the City have increased in each of the last ten years, although at a rate
less than inflation since 1974,

Generally, vendors of any item including services, the sale of which is subject to the imposition of
the Sales Tax, are required to file returns on a quarterly basis. Under existing statutes and regulations,
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such returns and payments are duc on September 20, December 20, March 20 and June 20 for the
quarter onding on the last day of the preceding month. Since March 1, 1976, however, certain large
vendors, i.e. all persons with taxable receipts of $300,000 or more ($100,000 or morc beginning
September 1, 1977) in any quartcr of the preceding four quarters, are required to file monthly returns
and make monthly payments in addition to filing quarterly returns.

Under the Finance Law, the Sales Tax revenucs payable to the Special Account in the Municipal
Assistance Tax Fund are required to be paid into such Account in accordance with the following
procedure. On or beforc the twelfth day of each month, the Statc Commissioner of Taxation and Finance
is required to certify to the State Comptroller the amount of all Sales Tax revenues received, after deduction
of administrative costs, during the prior month as a result of the Sales Tax and all interest and penalties
imposed, and in addition, on or before the last day of Juac, the Commissioner is required to certify the
amount of such revenues received during the first 25 days of June, which amount shall be deposited by
the State Comptrolicr in the Special Account. Payments from the Special Account to the Corporation
are subject to annual appropriation by the State Legislature.

The Sales Tax is imposed on the same tax base as the sales and compensating use taxes previously
imposed by the City and collected by the State. A tax on sales of certain tangible personal property
and services had been imposed by the City since 1934, Such tax base does not include certain additional
Himited sales taxes on particular services which the City is still authorized to impose. State collections of the
sales and compensating usc taxes imposed by the City prior to July 1, 1975, and of the Sales Tax imposed
by the State since July 1, 1975, for the last ten fiscal years of the City and the first quarter of its 1976-1977
fiscal year, after deductions of the costs of administration, collection and distribution, were as follows:

State Collections of Sales and Compensating Use Taxes in New York City (a)

City Fiscal ‘Three Menths Ended;
Year Ended

June 30 September 30 December 31 March 31 June 30 Toial

(Dollars in thousands)

1967 ...... $ 83,565 $ 90,962 $ 98,904 $ 95,886 $371,317
1968 ...... 94,284 102,692 108,585 107,148 412,109
1969 ...... 301,388 107,658 113,507 116,219 438,772
1970 ...... 106,046 114,756 105,560 135,197 461,559
1971 ...... 114,093 121,190 129,224 130,138 494,645
1972 ...... 121,692 129,452 132,033 135,490 518,667
1973 ...... 130,857 129,541 146,528 142,258 549,184
1974 ...... 135,272 141,973 151,575 151,978 580,798
1975(b) .... 173,824 198,990 212,671 201,715 787,200
1976(b) .... 194,560(c) 193,690 247,203(d) (e) 167,155(d) (e) 802,608
1977(b) .... 215,794(e) — - — _—

(a) Figures obtained from the State Department of Taxation and Finance.

(b) The amounts of sales and compensating use taxes collected for fiscal 1975, 1976 and 1977
reflect the incrcases in the sales and compensating use taxes from three percent to four percent,
effective July 1, 1974, The six percent tax on sales of certain parking services has remained the same.

(¢) This amount represents combined total quarterly collections of both sales and compensating
use taxes imposed by the City prior to July 1, 1975 and the Sales Tax in the respective amounts of
$73,648,000 and $120,912,000.

(d) Commencing on and after March 1976, certain large vendors were required to file returns on
a monthly basis. A portion of the amounts of Sales Tax reported in the month of March 1976 represents,
in addition to amounts reported for the quarter December (975 through February 1976, payments of
estimated amounts of Sales Tax for the month of March 1976. Adjustments necessary to report and
reflect proper payment of Sales Tax for such month are required to be made on the monthly return
for such month due in the calendar month of April immediately following.

(¢) Commencing March 1976, duc to a monthly filing procedure which authorizes certain
large vendors to cstimate sales and compensating use tax liability for particular months based upon
historical experience for quarters containing thosc months, such vendors may have overpaid sales and
compensating use tax liability for those particular months. Furthermore, after deduction of the State
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portion of such estimated payments, the remainder of such payments also was distributed to various
jurisdictions on a historical basis and payments of the Sales Tax calculated on such historical basis were
deposited in the Special Account. Accordingly, any overpayment of the Sales Tax into the Special Account
resulting from either of the aforementioned factors, the amount of which has not yet been calculated by
the State Department of Taxation and Finance, would require reduction of amounts otherwise payable
into the Special Account for subsequent periods. However, the Corporation has been advised by the
Commissioner of Taxation and Finance that he believes that the amount of Sales Tax collections available
for deposit in the Special Account for the 12 consecutive calendar months commencing October 1, 1976
will not be less than the amounts so available for the 12 months ended September 30, 1976, taking into
account the foregoing factors.

After deductions for the cost of administration, collection and distribution, monthly collections of
the sales and compensating use taxes. which were imposed by the City prior to July 1, 1975, and of the
- Sales Tax imposed by the State since July 1, 1975, for the last three fiscal years of the City and the first

| quarter of its 1976-77 fiscal year, are shown below: City Fiscal Year Ended June 36(a) (b):
- 1974 1975 1976 1977
(Doliars in thousands)
A July ...l P, Cevenns $ 5127 $10,110 $ 8885(c) § 51,298
E August ........... e 3,692 3,299 3,855(c) 43,442
= September .................. ces 126,453 160,415 181,820(c) 121,054
= October .........ccvvvvvinnnn,. 5,746 12,910 4,960 _—
= November ............ PR v 3,795 3,421 2,592 —_
' December ..................... . 132,432 182,659 186,138 —_
- Januwary ..., i 7,259 14,617 10,892 —_
, _ February ........ e e 2,787 3,587 3,380 —_
March .................. ..., 141,529 194,467 232,931(d) —
] April ... ... o 5,473 9,242 19,489(d) —_
—— May ......... e 5,382 6,603 43,685 —
= r4 June ..., e . 141,123 185,870 103,981 —
= Total ..................... ceees $580,798 $787,200  $802,608
- (a) Figures obtained from the State Department of Taxation and Finance.

s (b) See footnote (&) to preceding table.
: (c) See footnote (c) to preceding table.

(d) Seec footnote (d) to preceding table.
Stock Transfer Tax

The Stock Transfer Tax is imposed pursuant to the Tax Law on sales, agreements to sell, memoranda
of sale, and deliveries or transfers of (i) shares of certificates of stock, (ii) certificates of rights to stock,
(iii) certificates of interest in property or accumulations, (iv) certificates of interest in business conducted
by a trustee or trustees and (v) certificates of deposit representing any of the foregoing, made within the
State. The imposition of the Stock Transfer Tax, as described, is subject to certain limited exceptions.

The level of Stock Transfer Tax revenues is related to the rate of tax imposed and the volume of
transactions on the securities exchanges located in the City. Such volume has fluctuated widely so that
e there can be no assurance that the historical data with respect to collections of such tax is necessarily
indicative of future revenues, _

The Stock Transfer Tax is generally based on the number of shares sold or transferred at the following

rates; Rate Per
Selling Price Per Share Share(a)
Lessthan $5 ................... 114¢
$ 5 or more but less than $10 ............ 214 ¢
$10 or more but less than $20 ............ 334
i $20ormore ............... e 5¢
) Transactions Other Than Sales
| _ Per share .................. Creeraiaas W ¢
; e (a) Such rates do not reflect the 25% surcharge imposed thereon pursuant to amendments to the Tax
= Law effective for the period commencing August 1, 1975 and ending July 31, 1978, Such surcharge is part
S of the Stock Transfer Tax.

- 14




Where any sale, including several sales considered o consiitule & siogle sale, made within the Stae
and subject to the Stock Transfer Tax, relates to shares or certiticates of the same class and issued by the
same issuer, the aggregate amount of such tax shall not exceed $350 (excluding the surcharge). The Stock
Transfer Tax accrues on the date of the taxable transaction. Non-residents of the State are taxed on sales
made within the Statc at a rate cqual to 50% of the rates showsn in the table above.

The amounts received by the imposition of the Stock Transfer Tax are paid into the Stock Transfer
Tax Fund, which is in the custody of the State Commissioner of Taxation and Finance,

Under the Finance Law, moneys in the Stock Transfer Tex Fund shall, after deduction of the
amount the State Commissioner of Taxation and Finance determines 0 be necessary for reasonable costs
in the administration, collection and distribution of the Stock Transier Tax, be paid to the cxtent needed
into the Special Account and any balance will be paid to the City. Such payments from the Stock Transfer
Tax Fund are subject to annual appropriation by the State Legislature.

The revenues derived from the Stock Transfer Tax, after deduction of the costs of administration,
collection and distribution of such tax, are shown below for the previous seven fiscal years of the City
and the first quarter of its 1976-77 fiscal year based upon the various rates prevailing during the

periods shown.

Siate Collections of Siock Transfer Tax(a)

“,3:2". Eins:iz:l 'fhrec Months Ended:
Yune 30 September 30 December 1%17_ March 31 June 30 Total
{¥3ellavs in thousands)
1970 o v voet e eaeen $56,571  §70,509  $58,157  $54,732  $239,969
1971 . e 46,563 59,170 78,864 79,769 264,366
1972 . e 62,573 55,894 85,588 78,767 202,822
1973 ... e 59,403 68,993 64,658 51,731 244,787
1974 . . e 43,612 59,187 47,521 38,183 189,098
1975 e s 35,756 40,214 51,363 58,649 185,982
1976 ..o ii e Cees 53,049 57,937 90,285 65,376 266,647
1977 o 62,220 S e —— —

(a) Figures obtained from the State Department of Taxation and Finance. Includes collections of
the 25% surcharge imposed upon the Stock Transfer Tax effective August 1, 1975,

The Corporation believes that it is not now possible to predict the effect of developments with
respect to the City’s economic condition or other related economic developments in the City on Stock
Transfer Tax collections, In addition, the enactment of the Federal Securities Acts Amendments
of 1975, relating to the evolution of a centralized nationwide securities market, may affect the volume of
taxable securities transactions in the State. The Securities Acts Amendments of 1975 also prohibit the
imposition by the State of a tax on stock transfers made outside of the State and not otherwise subject
to the taxing jurisdiction of the State except for the fact such trensfer is recorded on the books of a transfet

agent located in the State.

Debt Service Payment Reguirements and Estimated Coverage Ratioy

The Corporation has been informed by the State Department of Taxation and Finance that the Sales
Tax collected for the twelve months ended September 30, 1976 (less expenses of administration, collection
and distribation) was approximately $823,843,000. Based upon information supplied by such Departmuit,
the Corporation has determined that the Stock Transfer Tax (less expenses of administration, collection nnd
distribution and cxcluding approximately $55,296,000 attributable to the surcharge discussed under “sicck
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Transfer Tax) collected for the twelve months ended Scptember 30, 1976 was approximately
$220,522,000. This amount added to the $823,843,000 amount of Sales Tax collections results in a
total amount of $1,044,365,000. The following table shows the ratios of the Sales Tax alone and the
Sales Tax and Stock Transfer Tax (in cach case less the $4,000,000 estimated by the Corporation as
necessary for operating expenses of the Corporation for the fiscal year of the Corporation ending June 30,
1977) to the debt service required to be paid by the Corporation in each of the twelve month periods
ending February 1 of each year set forth below on Bonds issued under the First General Bond Resolution,
There is no assurance, however, that the Sales Tax and the Stock Transfer Tax collections will, in fact,
remain at such levels, see “Sales Tax” and “Stock Transfer Tax”, or that the operating expense level
of the Corporation will not change, or that additional Bonds will not be issued within the limitations
described under “Bonds Being Offered—Additional Bonds,”

Debt Service Payment Requirements and Estimated Coverage Ratios

Debt Service Payment . Debt Service Payment
Requirements and Coverage Ratlos Requirements and Coverage Ratlos
on Outstanding Bonds Issued Pursuant on Dutstanding Bonds Issued Pursuant
to the First General Bond Resolution; to the First General Bond Resolution;
Refore Issuance of 1976 After Issuance of 1976
Series CC Bonds and before Cancellation of Series CC Bonds and after Cancellation of
Serles V and AA Bonds Serles V and AA Bonds (a)
Coverage Coverage Ratios (b)
Ratlos (b)—- ge
12-Month Sales and Sales and
Perlod Total Debt Stock Total Debt Stock
Ended Service Transfer Principal Interest Service Transfer Sales Tax
February 1 Payments Tax Payments Payments Payments Tax Only

(Drollars in thousands)

1977 ...... $ 417,396 249 % 191,200 $ 225960 $ 417,160 2.49 1.97
1978 ...... 411,887 2.53 160,310 220,342 410,652 2.53 2.00
1979 ..., 398,253 2.61 188,625 208,394 397,019 2.62 2.06
1980 ...... 484,350 2.15 286,645 196,471 483,116 2,15 1.70
1981 ...... 462,504 2.25 286,405 174,864 461,269 2.26 1.78
1982 ...... 434,670 2.39 280,260 153,176 433,436 2.40 1.89
1983 ...... 416,121 2.50 282,822 132,065 414,887 2.51 1.98
1984 ....., 409,734 2.54 301,600 111,964 413,564 2.52 1.98
1985 ...... 322,523 3.23 236,000 90,340 326,340 3.19 2.51
1986 ...... 423,018 2.46 336,718 75,356 412,074 252 1.99
1987 ...... 164,530 6.32 102,175 51,396 153,571 6.77 5.34
1988 ...... 154,552 6.73 101,725 41,784 143,509 725 51
1989 ...... 61,640 16.88 27,825 32,120 59,945 1736 13.68
1990 ...... 63,524 16.38 33,360 29,193 62,553 16.63 13.11
1991 ...... 64,082 16.23 45,485 25,675 71,160 1462 11.52
1992 ...... 62,425 16.67 86,000 20,899 106,899 9.73 7.67
1993 ...... 56,763 18.33 - 96,555 11,971 108,526 9.59 7.55
1994 .. .... 60,542 17.18 16,100 1,991 18,091 57.51 45.32
1995 ...... 44,666 23.29 2,000 220 2,220 — —
Total ...... $4,913,180 _ $3,091,810 $1,804,181 $4,895991

(a) The Corporation may issue additional Bonds, Notes and Other Obligations pursuant to the
First General Bond Resolution, subject to the limitations described under “Bonds Being Offered—
Additional Bonds.”

(b) Such coverage ratios assume amounts available in each twelve month period ending February 1
will remain at a level equal to the amount of collections for the twelve month period ended September 30,

(Footnotes continued on following page)
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1976 (exclusive of Stock Transfer Tax surcharge), less State expenses of administration, all as reported to
the Corporation by the office of the State Commissioner of Taxation and Finance, and also less estimated
current fiscal year operating expenses of the Corporation. Sce “Sales Tax” and “Stock Transfer Tax.”
The total debt service payments set forth above do not include amounts required to be paid into the
Capital Reserve Fund. See “General.” For information with respect to coverage required for issuance of
additional Bonds, scc “‘Bonds Being Offercd—Additional Bounds.”

Restoration of Capital Reserve ¥Fund
Additional payments may be made to the Capital Reserve Fund as a result of the following
provision of the Act:

“In order further to assure the maintenance of the capital rescrve fund, therc shall be annually
appropriated and paid to the corporation for deposit in the capital rescrve fund such sum, if any, as
shall be certified by the chairman to the governor and director of the budget as necessary to restore
the capital reserve fund to an amount equal to the capital reserve fund requirement. The chairman of
the board of directors of the corporation shall, annually, on or before December first, make and
deliver to the governor and director of the budget his certificate stating the sum, if any, required to
restore the capital reserve fund to the amount aforesaid; and the sum or sums so certified, if any, shall
be appropriated and paid to the corporation during the then current state fiscal year, . . . [Flor cach
of the calendar years sct forth below the capital reserve fund requirement, as of any date of
calculation, shall cqual the percentage sct forth opposite such calendar year of the amount of principal
and interest maturing or otherwisc due or becoming due during such calendar ycar on all bonds of the
corporation sccured by the capital reserve fund cutstanding on such date:

Ea!endgr Year Percemtage
1975 ... e 0%
1976 ... 0%
1977 ... oo 25%
1978 ... .. e 50%
1979 ... e 75%
1980 ... ... o nn i00% ..."

After 1980, the required amount of the Capital Reserve Fund is the amount of principal of and intcrest
maturing or otherwise due or becoming due in the succeeding calendar yecar on any bonds then to be issued
and on all other bonds of the Corporation then outstanding, including for such purpose any unpaid
amounts of principal and intcrest owing in respect of prior calendar years.

The Corporation, in accordance with the Act and pursuant to the cxpress provisions of the First
General Bond Resolution, has covenanted to cause its Chairman to certify on or before cach December 1
to the Governor and the State Director of the Budget the sum required to restore the Capital Reserve
Fund to its required amount and has agreed to certain additional requirements relating to such certification
and maintenance of the Capital Reserve Fund. Sec “Provisions for Payment of the Bonds—General.”

Under the State Constitution, no money may be paid out of the State Treasury or any of its funds or
out of any of the funds under its management cxcept pursuant to an appropriation by law specifying thc
sum appropriated, and payment thercunder shall be made within two years immediately following passage
of such law. Accordingly, the provision of the Act quoted above does not constitute an cnforceable
obligation or debt of the State. See * Appropriation by Legisiature,”

In the opinion of Bond Counscl, such provision of the Act for the appropriation and payment to
the Corporation for deposit in the Capital Reserve Fund of such sum as shall be so certified by the
Chairman does not constitute an enforceable obligation or debt of the State, the amount of such sum
being subject to annual appropriation for such purposc by the State Legistature, which is empowered,
but is not bound or obligated, to appropriatc such amount.
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Moratorium and Federal Bankruptcy Legislation

As discussed under “Certain Developments Affecting the City—Moratorium Legislation”, in Novem-
ber 1975, the State Legislature enacted the New York City Emergency Moratorium Act (the “Moratorium
Act”) which relates to certain outstanding notes of the City. Actions are pending in the State courts
contesting the validity, under the Statc and Federal Constitutions and under the Federal Bankruptey
Act, of the Moratorium Act. For additional information concerning such court actions, sce “Liti-
gation—Moratorium.” In the cvent that the validity of the Moratorium Act is sustained by a court
of final jurisdiction, such judicial determination could support the constitutionality of similar legislative
enactments in the future which, if enacted, could adversely affect certain terms and conditions of the
Bonds and the Resolution, including the payment of principal and interest thereon, and the enforceability
thereof.

Therc is no moratorium legislation in existence or, to the knowledge of the Corporation, introduced
in the State Legislaturc that in any way relates to obligations of the Corporation, although there is no
assurance that the State Legislature will not enact such legislation in the future.

As discussed under “Certain Developments Affecting the City—Federal Bankruptcy and State Stay
Legislation”, in April 1976, a new Chapter IX of the Federal Bankruptcy Act became effective. A petition
for relief under the provisions of such Chapter may be filed by any State agency that is authorized under
State law to file such a petition. The Corporation is an agency and instrumentality of the State and, if
authorized to file a petition by the State Legislature or other appropriate authority, could file a Chapter IX
petition if the Corporation were insolvent or unable to mect its debts as they mature, and were to meet the
other conditions specified in Chapter IX. The Corporation is not now authorized by the State to file a
Chapter IX petition, although it may be so authorized in the future. If the Corporation commenced such
a Chapter IX proceeding, the Bonds, including the 1976 Series CC Bonds, would be among the debts it
could seek to modify or adjust by a plan in that proceeding. The Corporation does not anticipate that it
will seek such authorization and does not anticipate a need for such relief.

Although the filing by the City of a Chapter IX petition might have a general adverse effect on the
economic health of the City, the Corporation believes that the filing by the City or the Emergency Financial
Control Board of a Chapter IX petition would not have a material adverse effect on the available revenues
of the Corporation and, thus, would not affect the ability of the Corporation to repay its obligations, including
the 1976 Series CC Bonds. '

BONDS BEING OFFERED
Description of the Bonds

General

The 1976 Series CC Bonds will be dated November 1, 1976 and will bear interest therefrom, payable
semi-annually on February 1 and August ! of each year commencing February 1, 1977, at the rate,
and will mature on the date, as set forth on the cover page of this Official Statement.

The 1976 Series CC Bonds will be issued as coupon bonds, in the denomination of $5,000 each,
registrable as to principal only on the books of the Corporation at the corporate trust office of the Trustee,
or as fully registercd bonds in denominations of $5,000 or any integral multiple thereof. Coupon bonds
and fully registered bonds arc intcrchangeable,

For every exchange or transfer of the 1976 Series CC Bonds, the Corporation or the Trustee may
make a charge sufficicnt to reimbursc it for any tax, fee or other governmental charge required to be paid
with respect to such exchange or transfer, which sum or sums shall be paid by the person requesting such
exchange or transfcr as a condition precedent to the exercise of the privilege of making such exchange or
transfer. The cost of preparing each new 1976 Series CC Bond issued upon such exchange or transfer
and any other cxpenses of the Corporation or the Trusiee incurred in conncetion therewith (except any
applicable tax, fec or other governmental charge) shall be paid by the Corporation as an operating cxpense.
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Optional Redemption

The 1976 Serics CC Bonds are subject to redemption at the option of tiie Corporation on and after
August 1, 1982 as a whole on any date, or in part, by lot, on any interest payment date or dates, at the
following redemption prices (cxpressed as a percentage of the principal amount) plus accrued interest
to the date of redemption.

Redemption Period Redemption

(Dates Inclusive) Price
August 1, 1982 to July 31, 1983 ........... 104%
August 1, 1983 to January 31, 1984 ... ..... 10314
February 1, 1984 to July 31, 1984 .......... 103
August 1, 1984 to January 31, 1985 ......... 1022
February 1, 1985 to July 31, 1986 .......... 102
August 1, 1986 to January 31, 1988 ......... 10114
February I, 1988 to July 31, 1989 .......... 101
August 1, 1989 to January 31, 1991 . ........ 10014
February 1, 1991 and thereafter ............. 100

Sinking Fund Redemption

The 1976 Serics CC Bonds arc also subject to redemption, in part, by lot on February 1 in cach of
the years and in the respective principal amounts set forth below, at 100% of the principal amount thereof
(except as sct forth below), plus accrued intercst o the date of redemption thercof, from mandatory
“Sinking Fund Installments” {as defincd in the First General Bond Resolution) which are required to
be made in amounts sufficient to redeem on February 1 of each year the principal amount of such 1976
Serjcs CC Bonds specificd for cach of the years shown below:

Year Amount Heaz Amount
1984 $5,005,000 1989 $17,725,000
1985 5,570,000 1990 20,260,000
1986 6,330,000 1991 30,385,000
1987 6,965,000 1992 70,900,000
1988 7,595,000 1993 £5,455,000%*

* Final Maturity.

The 1976 Serics CC Resolution provides that no change may be made in the amount or timing of the
above Sinking Fund Instaliments without the unanimous consent of holders of all outstanding 1976
Series CC Bonds.

The Corporation may from time to time direct the Trustee to purchase with moneys in the Debt
Service Fund, at or below par plus unpaid interest accrued to the date of such purchase, 1976 Series CC
Bonds and apply any 1976 Scries CC Bonds so purchased as a credit, at the par amount thereof, against and
in fulfillment of a requircd Sinking Fund Installment on such 1976 Series CC Bonds. Sec “Summary of
Certain Provisions of The First General Bond Resolution—Debt Service Fund.” To the extent the Corpo-
ration fulfills its sinking fund obligations in a particular year through such purchases, the likelihood of
a bondholder’s 1976 Series CC Bonds being redeemed through the operation of the sinking fund will be
reduced for such year. The Corporation has in the past excreised such right with respect to certain of its
Second Resolution Bonds and may in the future do so with respect 1o the 1976 Series CC Bonds.

Trustee

United States Trust Company of New York has been appointed the Trustee for the 1976 Scrics
CC Bonds. Its corporate trust office is located at 130 John Street, New York, New York 10038. For
further information concerning the Trustee, see “Trustee.”
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Additional Bonds

Pursuant to the Act, the Corporation is authorized to issue bonds and notes in an aggregate principal
amount not exceeding $5.25 billion (exclusive of bonds and notes issued to refund outstanding boads and
notes). As of the date of this Official Statement, the Corporation has issued $3,993,535,000 aggregate
principal amount of bonds and notes, excluding refunding issues but including notes paid at maturity and
bonds acquired for credit to sinking fund requirements.

The Corporation may not issue any additional Bonds, Notes or Other Obligations unless both of the
following conditions imposed by the First General Bond Resolution 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) 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 Finance,
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 (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 (determined as in clause (a) of paragraph 1 above),
less the estimated operating cxpenses of the Corporation for the then current fiscal vear of the
Corporation, is at least 1.5 times the amount determined under clause (¢) of paragraph 1 above.

Under the Act and the Resolution, collections attributable to the existing surcharge on the Stock
Transfer Tax may be includable in determining the amount of additional Bonds which may be issued
pursuant to Section 202 of the First General Bond Resolution. The Corporation has no intention of
including in the calculations of debt service coverage, for the purposes of the issuance test described in
paragraphs 1 and 2 above, any tax collections (including the 25% surcharge on the Stock Transfer Tax)
attributable to any periods after the date on which such taxes are scheduled to expire pursuant to legisiation
in effect at the time of such calculation.

In addition to the limitations imposed by the First General Bond Resolution on the issuance of
Bonds, Notes or Other Obligations, the Second General Bond Resolution contains other limitations upon
the issuance by the Corporation of additional obligations under the First General Bond Resolution, The
Second Resolution Bonds are payable principally from the municipal assistance state aid fund and
also from the Municipal Assistance Tax Fund on a subordinated basis to the Bonds.

The Treasury Department has proposed an amendment to its regulations relating to the tax cxemption
for interest on obligations of certain public authorities, and it is possiblc that new regulations might
eventually be adopted which could affect the tax exempt status of future obligations of the Corporation.
Such regulations could materially increase the cost of borrowing or limit the ability of the Corporation to
borrow.

SUGGESTED RESTRUCTURING OF CITY AND CORPORATION DEBT

In an address delivered on September 21, 1976, the Chairman of the Corporation suggested in
general terms a rcfinancing of bonds of the City and the Corporation on a long-term basis, in order
to reduce current debt service requirements and facilitate the achievement of a balanced City budget
during the 1977-78 fiscal year. Under this suggestion, bonds of the City and the Corporation would be
refinanced through the issuance of new bonds of either or both such entities having terms of 20 to 25 years
and interest rates lower than bonds currently outstanding. The Chairman of the Corporation has proposed
that such new bonds issued by the Corporation be backed by Federal guarantees.
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These suggestions have not been refined into specific proposals, If any such proposals were to be
implemented, cerlain steps, including Federal and Statc legislation, would be required. No assurance

can be given that such proposals could be implemented.

In the event that any of such proposals are implemented at some future date, holders of the Bonds
might have their Bonds redeemed in accordance with the provisions of the First General Bond Resolution
or could be asked to exchange voluntarily such Bonds for other obligations of the Corporation which
might be Federally guaranteed.

MANAGEMENT

Under the Act, the Corporation is administered by a Board of Dircctors (the “Board”™), consisting of
nine directors. All of the dircctors are appointed by the Governor with the advice and consent of the
State Senate; four of the directors are appointed upon written recommendation of the Mayor. The Act
also provides for the appointment of representatives to the Board (the “Representatives”) by certain
State or City officials or bodies politic. The Representatives are entitled to reccive notice of and to
attend all meetings of the Board but are not entitled to vote. In addition, the State Comptroller or his
representative is entitled to attend and participate in the meetings of the Board but is not entitled to vote.

The Act provides that no director (and no Representative) may be an officer or employee of the
Federal government or of the State or any political subdivision thereof.

The present members of the Board, the Representatives and the officers of the Corporation, and the
expiration dates of their respective terms of office are as follows:

Directors Expiration of Term
Felix G. Rohatyn, Chairman ... oanes December 31, 1979
Francis J. Barry (1) ..ot December 31, 1979
George M. Brooker(1) ...t December 31, 1977
John A. Coleman(l) ..o December 31, 1976
Thomas D. FIYAD ... ..vn i reni e ianan December 31, 1977
George D. Gould(1) ... . coiii i December 31, 1978
DHck NELZOL .« vttt ie e atsean e araeaasaranaeraens December 31, 1979
Donna E. Shalala, Treasurer ... ..o vveaaienvananes December 31, 1978
Robert C. Weaver « ..o ir e orrsvanarassenentnes December 31, 1976

Representagfis_(i)_

Zane Klein ......... Appointed by the City Board of Estimate
Edward M. Kresky(3) Appointed by the President Pro-Tem of the State Senate
Leonard Nadel ..... Appointed by the Speaker of the State Assembly
Nicholas L. Pitaro ... Appointed by the Vice-Chairman of the City Council
Arthur ¥, Quinn ... .. Appointed by the Minority Leader of the State Assembly
Robert W. Seavey ... Appointed by the Minority Leader of the State Senate
Sanford I, Weill(3) .. Designated representative of the State Comptroller

In addition, Eugene Keilin is the Executive Director of the Corporation,

(1) Appointed upon the written recommendation of the Mayor.

(2) Bach Representative serves at the pleasure of the appointing official or body, is eligible for
reappointment and holds office until his successor has been appointed.

(3) Wertheim & Co., Inc. and Shearson Hayden Stone, Inc., with which Messrs. Kresky and. Weill,
respectively, are afliliated, will act as underwriters in connection with the sale of the 1976 Series CC Bonds.
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FELIX G. ROHATYN, Chairman. Mr. Rohatyn is a general partner of Lazard Fréres & Co., investment
bankers. He is a former Governor of the New York Stock Exchange, Inc., and is a director of Engelhard
Minerals & Chemicals Corporation, Howmet Turbinc Components Corporation, International Telephone
& Telegraph Corporation, Owens-Illinois, Inc. and Pfizer Inc. He is a member of the Finance Committee
of the Rockefeller Brothers Fund, Inc. He is also a trustee of Middlebury College. Mr. Rohatyn serves as
a member of the Control Board. M, Rohatyn, 48, is a resident of New York City.

Francis J. BARrY, Mr. Barry is President of Circle Line-Sightsecing Yachts, Inc. and other of its
affiliated companies. He is also President of Cambell & Gardiner, a brokerage firm. He is the Chairman
of the New York City Council on Port Promotion and Development, of which he has been a member since
1962. From 1967 to date, he has served as an arbitrator for the United States Division of the National
Maritime Union. He is a member of the Advisory Committee to the New York City Convention and
Exhibition Corporation; Mr, Barry, 68, is a resident of New York City.

GEORGE M. BRoOKER. Mr. Brooker has been principal stockholder and Secretary-Treasurer of
Webb & Brooker, Inc., a real estate management and brokerage firm, since 1969. He is Chairman of the
Board of Directors of the New York Urban League. He is a director of the DuBois Memorial Foundation,
the Management Division Real Estate Board of New York and the Realty Advisory Board of New York.
He is also a member of the Board of Governors of the Carver Democratic Club of New York City,
Mzr. Brooker, 50, is a resident of New York City,

JonN A. CoLEMAN. Mr. Coleman is a senior partner of Adler, Coleman and Company, a member of
the New York Stock Exchange, Inc. He is a former Governor and Chairman of the Board of the New
York Stock Exchange, Inc. He is a director of American Broadcasting Companies, Inc. and the Alfred E.
Smith Memorial Foundation and a trustee of the East River Savings Bank. He is a former director of the
New York Telephone Company and Manufacturers Hanover Trust Company. He is a member of the
Temporary Commission on City Finances. Mr., Coleman, 74, is a resident of New York City.

Tnomas D. FLYNN. Mr, Flynn was, until September 1975, a partner in Arthur Young & Company, an
international accounting firm, and Vice Chairman of its Management Committee. He served as President
of the American Institute of Certified Public Accountants (“AICPA”) from 1964 through 1965. In 1970,
he was the recipient of an AICPA Gold Medal Award for Distinguished Service to the Accounting
Profession, the highest honor awarded by the AICPA. He is a Trustee of Columbia University, He has
been a dircctor of National Bureau of Economic Research, Inc. since 1968, a member of its Executive
Committee since 1969 and its Treasurer since 1970. He is also a trustee of American Savings Bank. He is
a member of the Board of Directors of Houschold Finance Corporation, of which he is Chairman of the
Audit Committee. Mr. Flynn, 63, is a resident of Sands Point, Long Island. '

GEORGE D. GouLp. Mr. Gould is President and Chief Executive Officer of The Madison Fund,
Inc., a closed-end investment company. Until 1976, Mr. Gould was Vice Chairman of the Board of
Directors of Donaldson, Lufkin & Jenrette, Inc., and Chairman of the Board of Directors and Chief
Executive Officer of Donaldson, Lufkin & Jenrette Securities Corporation, a member of the New York
Stock Exchange, Inc. He is also a Director of First National Stores, Inc., and Infernational Controls
Corporation. He serves as an observer to the Control Board., Mr. Gould, 49, is a resident of New York
City.

Dick NETZER. Mr. Netzer has been Dean of the Graduate School of Public Administration of New
York University since 1969. From 1964 through 1966, he was research director of the Temporary
Commission on City Finances. He is a nationally recognized expert in the areas of state and local
government finance and urban economics and he has published extensively in each of those areas.
Mr. Netzer, 48, is a resident of New York City,
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Donna E. SiaLara. Dr. Shalala is an Associate Professor of Politics, Teachers College, Columbia
University. She was recently on leave from her teaching position on a Guggenheim Fellowship to write a
book on state revenue politics. She has published extensively in the ficld of the financial structure of state
and local governments and the subjects of her writings include the operations of pension systems, statc aid
to local governments and the politics of state budgeting. She has been active in New York civic aftairs and
serves as Vice Chairwoman of the Citizens Union. She serves as an observer to the Control Board.
Dr. Shalala, 34, is a resident of New York City.

RoBerT C. WEAVER., Mr. Weaver has been Distinguished Professor of Urban Affairs at Hunter
College since 1970. From 1966 through 1968, he was Secretary of the United States Department of
Housing and Urban Development and from 1968 through 1970 was President of Bernard M. Baruch
College. He is a trustec of the Metropolitan Life Insurance Co. and The Bowery Savings Bank, and is a
former Chairman of the National Association for the Advancement of Colored People. Mr. Weaver, 68, is
a resident of New York City.

7ZANE KLEIN, Representative, Mr. Klein has been a member of the law firm of Berlack, Israels &
Liberman, New York, New York, since 1968. He is a member of the City Comptroller’s Technical Debt
Management Committec and a member of the Advisory Comumittee fo the City Office of Tele-
communications. He has also served on advisory panels with respect to equity and rcal cstate investments
of the employee pension systems of the City and is active in civic and community affairs. Mr. Klein, 39, is
a resident of New York City.

EpwarD M, KrESKY, Representative. Mr. Kresky is a First Vice President of Wertheim & Co., Inc.,
investment bankers. He has been with Wertheim since 1971. From 1965 through 1971, he served as
Secretary to the Metropolitan ‘Transportation Authority of New York State. He is a member of the Board
of the New York State Council on the Arts and the Council of the National Municipal Leaguc. In 1974 he
was a member of the Governot’s Task Force on Financing Higher Education in New York State. Mr.
Kresky serves as an obscrver to the Control Board. Mr. Kresky, 52,15 2 resident of New York City.

LEONARD NADEL, Representative. Mr. Nadel is Senior Vice President of Abraham & Straus, a division
of Federated Department Stores, Inc. He is Chairman of the Board of Trustecs of Adelphi University, an
Associate Trustee of Long Island Yewish Medical Center, Vice Chairman and a director of the Downtown
Brooklyn Chamber of Commerce. Mr. Nadel, 55, is u resident of New York City.

NicHoLAs L. PITARO, Representative. M. Pitaro is a member of the law firm of Liggio & Pitaro, New
York, New York. He has cerved as Counsel to the Public Service Committee of the New York Statc
Assembly, as Assistant Counsel to the Majority Leader of the New York State Assembly, and as a member
of the last New York State Constitutional Convention. He is President of the 106th Precinct Community
Council, Queens County, and is active in other civic and community affairs. Mr. Pitaro, 56, is a resident of
New York City.

ARTHUR J. QUINN, Representative. Mr. Quinn has been the President and a trustee of The New York
Bank for Savings sincc 1969 and Chairman of the Board since January 1976. Heis a director of City Title
Insurance Company, of New York Statc Medical Care Facilities Agency, and of Community Funding
Corporation. He is a trustee of St. John’s University and BT Mortgage Investors. Mr. Quinn, 62, is a
resident of New York City.

RoBERT W. SEAVEY, Representative. Mr. Seavey is a member of the law firm of Seavey, Fingerit &
Vogel, New York, New York. He has been the President of Neighbothood Developers Inc., a real estate
development and construction firm, for the past five years. e was, from 1971 through 1973, a member
of the Committee on Continuing Legal Education of the Association of the Bar of The City of New York.
Mr. Scavey, 48, is a resident of New York City.
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SANFORD I. WEILL, Representative, Mr. Weill is Chairman and Chief Executive Officer of Shearson
Hayden Stone, an intcernational investment banking firm, of which he was a founder in 1960. He has
served as a director of numcrous corporations and currently is on the Board of the Arlen Realty &
Devclopment Corp. He is a member of the New York Society of Security Analysts, Midwest Stock
Exchange, Chicago Board of Trade and Young Presidents Organization, Inc. In January 1976, he was
appointed by the Governor of New York to the Securities Industry Task Force. He is a member of the
President’s Council of Brandeis University, Mr. Weill, 43, is a resident of New York City. '

EUGENE KEILIN, Executive Director. For the past year, Mr, Keilin was counsel to New York City’s
first Deputy Mayor for Finance. Mr. Keilin was employed by New York City from 1971 until he became
Executive Director of the Corporation on October 1, 1976. From 1973 to 1975 he served as General
Counsel of the City’s Office of Management and Budget. Prior to his employment by the City, Mr. Keilin
was associated with the New York law firm of Sage, Gray, Todd & Sims. Mr. Keilin, 34, is a resident
of New York City.

The Act provides that the directors of the Corporation, except as otherwise provided by law, may
engage in private employment or in a profession or business and that they shall be deemed to be State
officers for the purposes of Sections 73 and 74 of the State Public Officers Law. Notwithstanding the
provisions of such law or of any other law, the Corporation or any other instrumentality of the State may
purchase from, scll to, borrow from, oan to, contract with or otherwise deal with any corporation, trust,
association, partnership or other cntity in which any director of the Corporation has a financial interest,
direct or indirect, provided that such interest or afliliation is disclosed in the minutes of the Board of
Directors of the Corporation and provided further that no director having such a financial interest or
affiliation shall participate in any decision of the Board authorizing or affecting such transaction.

Directors and Representatives serve without salary. Each director is entitled to reimbursement for his
actnal and necessary expenses incurred in the performance of his official duties as a director and a per diem
allowance of $100 when rendering services as a director, subject to a maximum aggregate allowance of
$5,000 in any one fiscal year, Each Representative is entitled to reimbursement for his actual and
necessary expenses incurred in the performance of his official duties as a Representative, but is not entitled
to a per diem allowance. '

LITIGATION
Revenues of the Corporation

In November 1975, a national bank purporting to represent all holders of the City’s bonds
acquired before June 10, 1975, commenced an action in the State Supreme Court against the Corporation,
the City, the State and certain officers of the City and State. The suit seeks, among other things, a declara-
tory judgment that sections of the Tax Law and Finance Law enacted as part of the Act are unconstitu-
tional under Article 8, Section 2 of the State Constitution in depriving such holders of amounts to be
received by the Corporation from the Sales Tax, which the plaintiff alleges would otherwise have consti-
tuted revenues of the City pledged for the payment of principal of and interest on such holders’ City bonds.
Also in November 1975, plaintiff served an amended complaint, which added allegations that sections
of the Tax Law and Finance Law are also unconstitutional under Article 1, Section 10 of the Federal
Constitution, the due process and equal protection clauses of the Fourteenth Amendment of the Federal
Constitution and the equal protection guarantee of Article 1, Section 11 of the State Constitution.

Bond counscl has given its opinion to the Corporation that in a suit brought by a holder of any bonds
or notes of the City, including the plaintiff in this lawsuit, asscrting a right to the Sales Tax or the Stock
Transfer Tax superior or equal to the rights of holders of bonds of the Corporation, including the Bonds,

such holder will not prevail in the court of final jurisdiction.

The plaintiff bank in this suit also secks a declaratory judgment that the City's publicly announced
plan, upon any default, “to give priority of payment from the City’s revenues to certain selected City
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employees, selected vendors, welfare recipients and certain other selected persons” before paying principal
of and interest on bonds of the City is unconstitutional under Article 8, Section 2 of the State Constitution
in that the holders of City bonds are to be paid the principal of and interest on such bonds from the first
revenues received by the City and that such plan is illegal and unconstitutional under the Federal Bank-
ruptey Act and the supremacy clause of the Federal Constitution, The suit further asks for a declaratory
judgment that the provisions of Title 6-A of the Local Finance Law are illegal and unconstitutional under
the State Constitution, the Federal Bankruptey Act and the Federal Constitution, See “Certain Develop-
ments Affecting the City.” Finally, the suit also seeks a declaratory judgment that the Emergency Act
(as defined under “Certain Developments Affecting the City—City Financial Plan”) “unconstitutionally
diverts and expropriates to the [Emergency Financial Control Board] all of the City revenues mandated
for application to payment of plaintiff’s City bonds, and unconstitutionally abrogates the duty of the City
Comptroller, as the City’s fiscal officer”, in violation of the State Constitution.

In December 1975, motions for summary judgment made by the Corporation and by the Stafe
Comptroller and the State Tax Commission were granted by the State Supremc Cowrt (1) holding that
neither the State Constitution nor the Federal Constitotion was viclated by the provisions of the legis-
Jation that (a) suspended the City’s right to collect the sales and use tax imposed by the City and (b)
imposed the Sales Tax and (ii) declaring that the State Tax Commission may collect the Sales Tax and
remit the proceeds to the Corporation as prescribed by the statute. Plaintiff appealed this judgment to
the State Court of Appeals, which has transferred the case to the Appellate Division on the ground that
the judgment appealed from does not finally determine the entire controversy between the parties. In
September 1976, the State Comptroller and the State Tax Commission moved to dismiss plaintiff’s appeal in
the Appellate Division for failure diligently to prosecute. The Appellate Division has entercd an order
granting the motion unless plaintiff perfects its appeal for the January 1977 term of such Court.

Moratorium

In November 1975, a national bank purporting to represent all holders of notes of the City
commenced an action in the State Supreme Court against the Corporation, the City, the Emergency
Financial Contro! Board and the City Comptroller, alleging that the Moratorium Act violates provisions
of the State and Federal Constitutions and of the Federal Bankruptcy Act. See “Certain Developments
Affecting the City.” In Deccmber 1975, the State Supreme Court granted a motion of the defendants
for summary judgment and dismissal of the complaint. The dismissal was affirmed by the Appellate Divi-
sion in May 1976. The Appellate Division held, in part, that the Moratorium Act neither unconstitution-
ally impaired the obligation of contracts nor deprived City noteholders of property without due process
of law, that the Moratorium Act did not violate the State Constitution’s restrictions on borrowing and
securing City notes, and that the Moratorium Act did not violate the Federal Bankruptcy Act. Plaintiff
appealed to the State Court of Appeals, which heard arguments in September 1976, but has not yet
rendered a decision on the appeal.

In December 1975, another action was commenced in the State Supreme Court by two individuals
against the City, the City Comptroller and the State (but not the Corporation}), seeking to havc the
Moratorium Act declared unconstitutional on the same grounds alleged in the State court action described
above, and seeking payment by the City of principal of and interest on all of its notes which were scheduled
to mature on December 11, 1975. The City has informed the Corporation that it has filed an answer
denying all material allegations and all liability.

In Jure 1976, two individuals owning a City note subject to the Moratorium Act commenced an
action against the City (but not against the Corporation) in State Supreme Court. The complaint secks
(i) a declaratory judgment that plaintiffs have the right to set off amounts due pursuant to their note
against the City income tax which they owe; and (ii) an injunction against the City enjoining it from
levying on plaintifis’ property or in any way interfering with plaintiffs’ property until plaintiffs have
recouped amounts due pursuant to their note. The City has informed the Corporation that it intends to
file a motion for summary judgment on the ground that the corplaint fails to state a cause of action upon
which relief may be granted.
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In December 1975, an action was commenced, allegedly on behalf of all holders of notes of the
City, in the United States District Court for the Southern District of New York by a corporation holding
notes of the City against the City, the City Comptroller and the Corporation seeking (i) to have the
Moratorium Act declared unconstitutional under provisions of the Federal Constitution and the Federal
Bankruptey Act, (ii) to enjoin the Corporation from issuing to holders of notes of the City, any securities
of the Corporation having a maturity in cxcess of one year, and (iii) to require either (a) that the State
Legislature amend the Moratorium Act to apply to City bonds and to provide that holders of notes of the
City receive the rate of interest stated thereon, or (b) that the Moratorium Act be declared unconstitu-
tional, In December 1975, another action was commenced in the same District Court by an individual
purporting to represent all holders of notes of the City against the City and the City Comptroller (but not
the Corporation) seeking to have the Moratorium Act declared unconstitutional under various provisions
of the Federal Constitution. In September 1976, the District Court granted motions by defendants in both
actions for summary judgment and dismissal of the complaints, The District Court held, among other
things, that the Moratorium Act neither unconstitutionally impaired the obligation of contracts nor
deprived City noteholders of property without duc process of law, and that the Moratorium Act did
not violate the Federal Bankruptcy Act. Plaintiffs’ time to appeal has expired and no appeal has been
taken. '

In April 1976, an action was commenced against the City in the State Supreme Court by a
partnership holding notes of the City secking a judgment declaring the minimum 6% annual rate
of interest on non-cxchanged notes of the City, as established by the Moratorium Act, constitutionally
deficient under the State and Federal Constitutions, and requiring the payment of such additional
interest, if any, on those notes upon their redemption or at the cxpiration of the moratorium period,
as the court finds constitutionally mandated. In its answer the City has denied all material allegations
and all liability,

In June 1976, one individual, on behalf of himself, his wife and another relative, as taxpayers and
owners of stock in cooperative apartments, commenced a special proceeding in State Supreme Court
against the City Comptroller alleging that, notwithstanding the Moratorium Act, Article 8, Section 2 of
the Statc Constitution requires that the City Comptroller set aside the first revenues received by the City
after a failure by the City to appropriate moneys to pay short-term indebtedness of the City and apply
such revenues to redeem City notes. Petitioners seek a judgment directing the City Comptroller to set
aside the first revenues received by the City after June 30, 1976 and to apply these revenues to the
redemption of City notes which are subject to the Moratorium Act. The City has moved to dismiss the
petition, but such motion has not yet been heard by the Court,

State and City Pension Funds’ Investment in Securities of the Corporation

An association purporting to represent retired City civil service employees had sought by litigation to
prevent the trustees of certain City pension funds from investing assets of those funds in securities of the
Corporation pursuant to the mandate contained in the Fmergency Act. In October 1975, a motion by
those plaintiffs for a preliminary injunction barring the trustees of the City pension funds from making
the proposed investments pursuant to such Legislation was denied by the State Supreme Court after the
trustees had stated that they were purchasing the Corporation’s securities on a voluntary basis and not
pursuant to the mandate of the Fmergency Act. In February 1976, plaintiffs served an amended and
supplemental complaint. The amended complaint added allegations that sections 179(1) and (2) of the
State Retirement and Social Securities Law are illegal and unconstitutional nunder the State and Federal
Constitutions, including those provisions of such legislation which declare securities of the Corporation
to be reasonable, prudent and proper investments for fiduciaries. The amended complaint further asks
for a declaratory judgment that certain State legislation enacted in December 1975 providing for the
indemnification by the City of public pension fund trustees for liabilities on losses arising out of the
purchase by such trustees of securities of the City or of the Corporation is illegal and unconstitutional
undet the State and Federal Constitutions; and that those provisions of the Emergency Act which man-
dated the investment by the teachers’ retirement fund of a portion of its assets in securities of the Corpora-



tion are illegal and unconstitutional under the Statc and Federal Constitutions. Finally, the amcnded
complaint also seeks a judgment declaring that the investments already made by the trustecs in scourities
of the Corporation are illegal and that the trustees are liable to the fund for any losses sustained by the
fund as a result of such investments. The City has informed the Corporation that it has filed an answer
denying all material allegations and all liability.

In February 1976, an action was brought in the United States District Court for the Southern
District of New York by a retired New York City teacher, purporting to sue on behalf of a class of all
retired New York City tcachers, against the Corporation, the City, the members of the Board of the
Teachers’ Retirement System of the City of New York and others, The complaint alleges that the State
statute which had mandated purchases of bonds of the Corporation by the Teachers’ Retirement System
violates various provisions of the State and Federal Constituiions and that purchases of bonds of the
Corporation by the Teachers’ Retirement System allegedly made “pursuant thereto” were unconstitutional
and allegedly impaired the rights of retired teachers. Plaintiff secks, among other things, to enjoin further
purchases of sccurities of the Corporation and the City by the Teachers’ Retirement System. All
defendants have moved to dismiss the complaint for lack of Federal jurisdiction and for failure to state
a claim upon which relicf may be granted. The motions arc pending.

In March 1976, two actions were commenced on behalf of the members of the State Employces’
Retirement System and the State Policemen’s and Firemen’s Retirement System (the two Retirement
Systems whosc asscts are included in the Common Retirement Fund) secking, among other things, to
declarc the authorization of investment of the respective System’s funds in obligations of the State and
its Authorities void and to ¢njoin investments in such sccurities untess the State Comptroller shows that
such investments arc prudent and are for the sole benefit of the respective Systems, On March 29, 1976,
the court denied a preliminary injunction seeking such relief. Motion for summary judgment for defendant
and cross-motion for summary judgment for the members of the State Employees’” Retirement System
were argued on April 23, 1976. On August 2, 1976, the court granted the Comptroller’s motion for
summary judgment and dismissed the complaint.

In October 1976, three retired teachers, purporting to suc on behalf of a class of all persons recciving
a retirement allowance from the New York City Teachers Retirement System, brought an action in
the United States District Court for the Southern District of New York against the Teachers Retirement
System and cach of its members, seeking, among other things, to enjoin further investments by the Teachers
Retirement System in obligations of the City, and to recover damages for any losses sustained by plaintiffs
and members of their class.

CERTAIN DEVELOPMENTS AFFECTING THE STATE

Although bonds of the Corporation are not obligations of the State, financial developments with
respect to the State, or its agencies, may affect the market prices of the Bonds, including the 1976
Series CC Bonds. Tn addition, as is more fully described under “Provisions for Payment of the Bonds”,
the revenues of the Corporation that are pledged to payment of debt service on the Bonds are derived
from the Sales Tax and Stock Transfer Tax, The payment of revenues derived from the Sales Tax and
the Stock Transfer Tax to the Corporation is subject to appropriation by the State Legislature. The State
Legistature has made such appropriations for the State’s 1976-77 fiscal year, and the Corporation
believes that the State Legislature will continue to make such appropriations, See “Provisions for Payment
of the Bonds—Appropriation by Legislature.” It is possible, however, that the willingness of the State
Legislature to make such appropriations may in the futurc be affected by the financial condition of
the State. The factors affecting the State’s financial condition are complex; this scction outlining the
State’s financial condition is based entirely on information supplied by the State.

Difficulties prior to and during the 1975-76 Fiscal Year of the State

A secrics of developments during 1975 adversely affected the financial condition of the State.
These difficultics included a default, subsequently cured, by the Urban Development Corporation
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{“UDC”) on certain of its bond anticipation notes. The State organized the State Project Finance
Agency (“PFA”), which took over certain UDC projects, Further, the State, because of the City’s
financial difficulties, was called upon to accelerate payment of certain State aid to the City, to organize
the Corporation, to make substantial first instance appropriations for the benefit of the City, and ultimately
to enact the Moratorium Act relating to certain obligations of the City. The Moratorium Act is believed
to have caused additional investor resistance to all securities issued by the State, its municipalities and
authorities. In the years leading up to the last quarter of 1975, the amount of short-term debt issued by
the State, its municipalities and authorities increased substantially. The reliance of these other govern-
mental units upon the State for financial assistance created a tendency among investors to view all such
New York-related securities similarly. These factors are believed to have contributed to a decrease in
the demand for such New York-related securities generally.

Partly because of these developments and the additional burdens the State assumed in providing
assistance to certain authorities and municipalities, the State, during the latter part of 1975, lost access
to the public capital market from which it had traditionally met its borrowing needs. The State’s difficulties
were compounded by the fact that it ended its fiscal year on March 31, 1976 with a deficit of $446.8
million in its General Fund.

Plans for the 1976-77 Fiscal Year

Because of the developments referred to in the immediately preceding paragraphs and the State's
need for substantial seasonal borrowing in the first quarter of its fiscal year, the State recognized the need
for, and developed, plans for its 1976-77 fiscal year designed to finance its operations and meet its maturing
obligations. These plans called for (i) a balanced financial plan (the “State Financial Plan”) for the 1976~
77 fiscal year, including the payment before the end of the fiscal year of all tax and revenue anticipation
notes issued or coming due during such fiscal year, .(ii) a borrowing plan to provide for the State’s
estimated borrowing needs of $4.53 billion for the 1976-77 fiscal year (the “Fiscal 1976-77 Borrowing
Plan”), of which approximately $3.96 billion (including $3.72 billion of seasonal borrowing in the
form of tax and revenue anticipation notes) has been accomplished, (iii) a plan (the “Authority Build-
Out Plan”) to meet the financing requirements through September 30, 1978, aggregating approximately
$2.58 billion, of four financially-troubled authorities (the New York State Housing Finance Agency, the
Dormitory Authority, the New York State Medical Care Facilities Finance Agency and the New Yark
State Environmental Facilities Corporation, referred to herein collectively as the “Build-Out Authorities”),
of which approximately $456 million has heretofore been permanently financed, approximately $1,097
million has been temporarily financed and approximately $287 million has been accomplished by project
suspensions, and (iv)} provision in the balanced State Financial Plan for an appropriation to UDC as part
of the program for completion of certain UDC projects and avoidance of default, which has been ac-
complished, In addition to these plans, legislation was adopted placing limitations on the incurrence of ad-
ditional so-called “moral obligation™ debt by State authorities.

Since the development of these plans the State has been able to sell publicly $104 million of its bonds,
and the Comptroller, as Trustee of the Common Retirement Fund of the State, has been able to resell
publicly $288.6 million of tax and revenue anticipation notes held by such fund. '

The State Financial Plan, as promulgated in April 1976, has been modified and revised, partly in
accordance with regular mid-year review and partly in view of certain recent developments. Sce “Significant
Factors Affecting Plans for the 1976-77 Fiscal Year”, especially paragraph 1(a) below.

Significant Factors Affecting Plans for the 1976-77 Fiscal Year

The plans of the State referred to above are subject to a number of significant projections and con-
tingencies which, if not realized, may prevent it from achieving the objectives of such plans and may
have the effect of again foreclosing access to the public market for its securities. The most significant of
such factors include the following:

1. Factors Related to the State Financial Plan for the 1976-77 Fiscal Year

(a) Modification of State Financial Plan. The State began the fiscal year with a balanced State
Financial Plan based on a projected increased revenuc yield of 7.6% (representing a projected “true
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growth”, ic., growth resulting from economic factors and inflation, of $725 million), and a projected
increase in expenditure levels of 2.7% (or a total increasc of $289 million). The original cash flow
statement of April 1976 was revised on June 7, 1976, to reflect changes in estimated time of receipts and
expenditures during the fiscal year, but not in the total amounts thereof. On October 14, 1976, the State
announced a revised State Financial Plan which reflects an excess of expenditures over income of $229
million for the current fiscal year. Such revised plan projects an increased revenue yield of 7.4% (or
$710 million of “truc growth”) and an increase in expenditure levels of 4.9% (or $517 million). The
projected total current revenue shows a deerease of $70 million from the original estimates, due primarily
to a short-fall in State sales and usc tax collections (the state-wide sales and use tax, as distinct from the
Sales Tax, which is imposed only within the City). Howcver, because of receipts from Federal revenue
sharing and certain bond funds which were higher than originally anticipated, the total income projected
for the current fiscal ycar is only one million dollars less than projected in April 1976. This projected
decrease, combined with the $228 million increase in projected expenditures reflected above (including
an increase in social service disbursements of $145 million, and increases of approximately $57 million in
grants and State aid to Jocal governments, not-for-profit institutions and individuals}, results in the projected
$229 million deficit.

To the extent that such excess of expenditures over income is not eliminated by March 31, 1977,
and is financed through the funding of existing tax and revenue anticipation notes or the issuance of new
notes, the State Constitution, which requires that the Governor submit to the State Lcgislature a balanced
budget (including the repayment of notes issued to finance a deficit in the prior year), and which further
requires the repayment of tax and revenue anticipation notes within one year of their original date of
issuance, may require that such notes be repaid by June 14, 1977. A recent Court of Appeals decision,
although not directly ruling on the financing of a State deficit, creates doubts as to the ability of the State to
borrow to finance such a deficit. The State Director of the Budget has informed the Corporatwn that, in
his judgment, such deficit should not impair the State’s ability to pay on a timely basis debt service on its
outstanding debt obligations.

(b) Postponement of Income Tax Refunds. The State has indicated that the payment of all of the
personal income tax refunds (currently estimated by the State to be somewhat more than $200 million)
which would ordinarily be processed during the last quarter of the fiscal year will be deferred until after the
end of the State’s current fiscal year. This measure would result in a concomitant decrease in available
revenues in the 1977-78 fiscal year and would increase the difficulty of achieving a balanced State financial
plan in that year. Legislative opposition to this measure was voiced in the 1976 session, but no legislation

was enacted.

(¢) Repayment of First Instance Appropriations. In order to fund a first instance appropriation to
the Corporation, the State sold $250,000,000 of tax and revenue anticipation notes (the “State Notes”) in
November 1975 to certain of the State retirement systems and other State sources, The State Notes mature
on November 19, 1976. As a precondition to receiving such appropriation, the Corporation was required
to enter into a repayment agreement with the State Director of the Budget and to issue the Series V and
AA Bonds payable to the State in the amount of the appropriation. The sale of the 1976 Series CC Bonds
will provide the State with the moneys needed to repay the State Notes. See “Introduction—Recfunding of
Bonds Held by the State and Use of Proceeds.”

(d) Problems of Municipalities. The City of Yonkers, which has been experiencing financial
difficulties and for which the State has established a financial control board, has recently been able to sell
its securities in the public market. In view of Erie County’s recent financial difficulties, the State
Comptroller, at the request of the Governor, has undertaken a special audit in order to identify the
reasons for the County’s current financial condition, Erie County has funded for one month approximately
$35 million in notes held by certain upstate banks which matured on November 1, 1976. The impact,
it any, of the financial condition of Erie County on the State’s own finances cannot be determined at this
time. If these governmental units continue to be in financial difficulty, or if any other governmental units
within the State become involved in similar financial difficulty, the Statc may be asked for assistance
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which, if provided, could result in a larger deficit in the State Financial Plan than is currently projected.
The possibility of additional State financial assistance is particularly significant with respect to the City.
See “Certain Developments Affecting the City.”

2. Factors Related to the Authority Build-Out Plan and the Fiscal 1976-77 Borrowing Plan

(a) Litigation, Regulations and Other Factors. The implementation of the Authority Build-Out
Plan may be affected by (i) litigation challenging the investment of certain State retirement systems in
securities of either the State or the Build-Out Authorities, (ii) ariendments to the Treasury regulations
at present applicable to the tax exemption for interest on obligations of the Build-Qut Authorities and
(iii) the fact that all the commitments and assurances related to the Authority Build-Out Plan are inter-
dependent, and failure to achieve any one may result in the termination of all such commitments and
assurances.

The Fiscal 1976-77 Borrowing Plan could also be affected by the litigaﬁion referred to in (i) above.

(b) HUD-Insured Mortgage Program. An important element of the Authority Build-Out Plan
is the sale of mortgages insured by the United States Department of Housing and Urban Development
(“HUD”) and held by the New York State Housing Finance Agency (“HFA”) on approximately 35
projects. Ten sales have been completed on which an aggregate of $49.5 million has been received by HF A,
and eight other projects are currently under review for inclusion in the insured mortgage program.

(¢c) HFA Bond Sale. HFA has recéntly been able to sell approximately $149 million in principal
amount of its State University Construction Bonds in the public market.

Outlook for the 1977-78 Fiscal Year

The State Constitution requires that the Governor stbmit to the State Legislature a balanced budget.
Certain significant developments during the 1976-77 fiscal year may affect the aggregate total of
income or expenditures in such balanced budget for the 1977-78 fiscal year, including: (1) the cffect of a
deficit projected to be incurred for the 1976-77 fiscal year; (2) the possible unavailability of a substantial
amount of potentiaily non-recurring revenues which were utilized in the 1976-77 State Financial Plan;
(3) provision for the payment of a substantial amount of potentially non-recurring expenditures which
were incurred in the 1976-77 State Financial Plan; and (4) the adoption of legislation in an extraordinary
session of the State Legislature in 1976 requiring the State to pay in its 1977-78 fiscal year approximately
one-quarter of the costs of operation of the State court system presently paid by local governments. The
State Division of the Budget has stated that, because it has only recently begun the process of preparing
forecasts for the 1977-78 Executive Budget, it is unable, at this time, to make definitive statements on
the effect which the foregoing factors may have on such Executive Budget. Consequently, because the
need for, the aggregate amount of and the terms of any borrowing in anticipation of taxes and revenues
during the 1977-78 fiscal year are dependent upon the requirements of such Executive Budget and are
not necessarily related to the amount of or the.terms of such borrowing in prior years, the State can
make no definitive statement about the need for or the amount of such borrowing. For information as
to seasonal borrowing during the 1976-77 fiscal year, see “Plans for the 1976-77 Fiscal Year.”

CERTAIN DEVELOPMENTS AFFECTING THE CITY

Although bonds of the Corporation are not obligations of the City, financial developments with
respect to the City may affect the market prices of the Bonds, including the 1976 Seriecs CC Bonds.
The Corporation believes that its ability to repay the Bonds is not dependent upon the financial condition
of the City., This section describes the financial plan (the “Financial Plan™) by which the City proposes to
achieve a balanced Expense Budget, in accordance with accounting principles promulgated by the State
Comptroller, for the 1977-78 fiscal year and sets forth cash sources the City has identified to cover
deficits and other cash needs for the period through the 1977-78 fiscal year. (For a discussion of the
plan to phase out operating expense items from the City’s Capital Budget, see “Various Control Programs
——Conditions to Payments by the Corporation.”) The factors affecting the City’s financial condition are
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complex; this section outlines the City's financial condition as reported by the City and presented in the
Financial Plan.

As noted herein, the City reported an Expense Budget deficit for its 1975-76 fiscal year and the Finan-
cial Plan assumes an additional Expense Budget deficit for the 1976-77 fiscal year. Such deficits have been
or are expected to be financed by the sources described under “Cash Sources.” The City also has an
accumulated deficit for prior fiscal years which has been financed by a variety of sources, including the
issuance of bonds of the City and the Corporation. In addition, a portion of such accumulated deficit is
represented by notes of the City which arc subject to the Moratorium Act, as discussed under “Moratorium
Legislation.”

The City’s accounting system is being restructured to permit an independent audit of the City’s finan~
cial statements for the 1977-78 fiscal year. See *“Various Control Programs—~Conditions to Payment by the
Corporation.” Until this restructuring is complete, the financial information the City reports may be

subject to material revision.

City Financial Plan

In September 1975, 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
Financial Control Board (the “Control Board”). See “Yarious Control Programs—Control Board.” As
required by the Emergency Act, the City has submitted, and the Control Board has approved, the
Financial Plan. The City has, with the approval of the Control Board, modified the Financial Plan from
time to time and may make further material modifications, subject to the approval of the Control Board.
(As used herein, the term “Financial Plan” means, with respect to the 1975-76 and 1976-77 fiscal years,
the Financial Plan as modified by the City and approved by the Control Board as of the date hereof and,
with respect to the 1977-78 fiscal year, as modified by the City and submitted to the Control Board for its
approval.)

Tn reporting the operating results of the City for the 1975-76 fiscal year, the City Comptroller reporied
an actual Expense Budget deficit of $968 million (see item 10 of “Certain Assumptions” below), which
is $83 million less than the deficit projected in the Financial Plan. The Financial Plan projects a further
deficit in the Expense Budget of the City of $686 million for the 1976-77 fiscal year and projects a surplus
in the 1977-78 fiscal year of $12 million.

The City’s ability to achieve the Financial Plan and to implement economies in excess of $1 billion,
within 20 months, may be affected by or depend upon the City’s work force and management, public
opinion and private employment, the State and the United States, and other factors over which the City
may not have or exercise control.

Certain Assnmptions

The Financial Plan is based on a large numer of assumptions. To the extent that such assumptions
are not realized, the Financial Plan may require further modification to achieve its objectives. Among
the most significant of the Financial Plan assumptions stated by the City, are the following:

1. The Financial Plan assumes that the City will develop and be able to implement expenditure
reductions and revenue increases sufficient to achieve the projected deficit or surplus in each fiscal
year covered by the Financial Plan. The Financial Plan assumed expenditure reductions and revenue
increases aggregating $200 million for the 1975-76 fiscal year (which the City has reported that it has
achieved) and assumes additional such economies of $379 million for the 1976-77 fiscal year and
$491 million for the 1977-78 fiscal year.

2. Certain assumptions, including assumptions with respect to the local and national economy,
form the basis of estimatcs of expenditures and revenues contained in the Financial Plan. The City
assumes a stabilizing trend in the local economy with some growth in revenues. From these basic
estimates of revenues and expenditures, the City determines the amount of economies which it
projects are needed to achieve a balanced budget in the 1977-78 fiscal year.

3. The Financial Plan assumes that the City will achieve numerous economics with respect 1o
matters which may be subject to collective bargaining or require employee cooperation, such as
reduction in the number of municipal cmployees, reduction in employee benefits and withdrawal
from the Social Security System.
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