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NEW ISSUE

In the opinion of Bond Counsel, under existing statutes and court decisons, interest on the 1977 Seties 7 Bonds is cxempt from
Federal income taxes and shall at all times be free from New York State and New York City personal income taxes. o

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

$250,000,000

MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK
(A Corporate Governmental Agency and Instrumentality of the State of New York)
9349, 1977 SERIES 7 BONDS DUE JULY 1, 1992

The Municipal Assistance Corporation For The City of New York hereby offers to exchange with holders of up to $250,000,000
principal amount of certain revenue anticipation notes and bond anticipation notes of The City of New York described herein (the
“City Notes”), on a first-come, first-servec basis as described herein, its 1977 Series 7 Bonds in an aggregate principal amount equal
to the aggregate principal amount of City Notes exchanged hereunder, subject to the terms and conditions stated herein. The Cor-
poration may, but is not ebligated to, accept for exchange additional City Notes if more than $250,000,000 principal amount of City
Notes is tendered and will accept all City Notes properly tendered on or before March 25, 1977, and all City Notes tendered on the
day on which the aggregate of tenders received equals or exceeds $250,000,000 or such greater amount as the Corporation determines
to accept. An aggregate of $983,825,000 principal amount of City Notes is outstanding. Persons tendering City Notes pursuant to
the Exchange Offer will receive 1977 Series 7 Bonds in exchange therefor and will retain the right to receive from the City the
unpaid interest on their exchanged City Notes accrued to the Expiration Date of the Exchange Offer. The City has advised
the Corporation that promptly following the Expiration Date the City intends to pay such interest, which i currently accruing at the
rate of 6% a year, to all persons tendering City Notes pursuant to the Exchange Offer. The Corporation does not assume any
obligation, by reason of the Exchange Offer or otherwise, to pay or otherwise provide for the payment of interest on any City Notes,

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

The Exchange Offer will expire at 3:30 P.M., New York City Time, on April 7, 1977, unless earlier fully
subscribed. At the election of the Corporation, the Exchange Offer may be extended, but it is the present inten-
tion of the Corporation not to extend the offer. All tenders are revocable until 5:00 P.M., New York City Time,
on April 5, 1977, and thereafter are irrevocable. See “Exchange Offer” as to the procedures for tendering City
Notes.,

Interest on the 1977 Series 7 Bonds accrues from the Expiration Date of the Exchange Offer and is payable on July 1, 1977,
and semi-annually on each January 1 and July 1 therealter. A fully registered bond will be issued itially to each tendering holder
in a denomination equal to the amount of such holder’s City Notes accepted or, at the election of a tendering holder who
makes arrangements to take initial delivery of such bonds at the office of the Fxchange Agent, bonds will be issued as coupon
bonds in the denomination of $5,000 each. Registered bonds will be exchangeable for coupon bonds in denominations of $5,000
each, such coupon bonds to be registerable as to principal only, or fully registered bonds in the denominations of $5,000 or integral
multiples of $5,600. Coupon and registered bonds are interchangeable as more fully described herein. The Trustee for the 1977
Series 7 Bonds is United States Trust Company of New York. ‘

The 1977 Series 7 Bonds are subject to mandatory redemption by operation of a sinking fund commencing July 1, 1983, and
to optional redemption commencing July 1, 1980, as deseribed herein.

The 1977 Series 7 Bonds will be issued under the Corporation’s Second General Bond Resolution and are paysable from certain
per capita State aid and, to the extent not required for payment of certain other obligations of the Corporation, revenues derived
from certain sales and compensating use taxes imposed by the State of New York within The City of New York and, under certain
conditions, the State stock transfer tax, The State is not bound or obligated to continue to appropriate or apportion from its General -
Fund or otherwise such per capita State aid or to impose such taxes or to make the necessary payments of such per capita State
aid or to appropriate revenues received from such taxes, The Corporation has no taxing power, The 1977 Series-7 Bonds de 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
thexeon. 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 1977 Series 7 Bonds,

The accompanying Letter of Transmittal must be used to effect tenders,

March 22, 1977



No person has been authorized to give any information or to make any representations, other than
those contained in this Official Statement, and if given or made, such other information or- representa-
tions must not be relied upon as having been authorized. This Official Statement does not constitute
an offer to exchange or the solicitation of an offer to exchange nor shall there be any exchange of
the 1977 Series 7 Bonds for City Notes by any person in any jurisdiction in which it is unlawful for
such person to make such offer, solicitation or exchange. The information herein is subject to change
without notice and neither the delivery of this Official Statement nor any exchange made hereunder
shall, under any circumstances, create any implication that there has been no change in the affairs of
the Corporation since the date hereof. This Official Statement is submitted in connection with the
exchange of the securities referred to herein and may not be reproduced or used, in whole or in part,
for any other purpose.
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OFFICIAL STATEMENT
of
MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

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

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 offer ( the “Exchange Offer”) by the Corporation to exchange
certain of its bonds for certain notes of The City of New York (the “City”). Such bonds of the Corpo-
ration will be due July 1, 1992, will bear intercst at the rate of 934% a year, and will be subject to
mandatory sinking fund redemption commencing July 1, 1983, and optional redemption commencing
July 1, 1980, all as more fully described herein (the “1977 Series 7 Bonds™). The 1977 Series 7 Bonds
will be exchanged for up to $250,000,000 principal amount of those outstanding notes (the “City
Notes”) of the City with stated maturity dates of December 11, 1975, January 12, February 13, and
March 12, 1976 that are held by persons other than the Corporation, the eleven commercial banks that
are members of the New York Clearing House Association, Inc. (the “Clearing House Banks”), and the
five New York City Peasion Funds (the “Pension Funds”), each of which is a party to an agreement
dated November 26, 1975 ( the “Amended and Restated Agreement”).

An aggregate of $983,825,000 of City Notes is outstanding. The Corporation may, but is not
obligated to, accept any amount of City Notes tendered in excess of $250,000,000 and will accept all
City Notes tendered on or before March 25, 1977 and all City Notes tendered on the day on which
the aggregate of tenders received equals or exceeds $250,000,000 or such greater amount as the
Corporation determines to accept, see “Exchange Offer — Tender Procedures.”

The Corporation and the Bonds

The Corporation is a corporate governmental agency and instrumentality of the State of New
York (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, each as further amended (the “Act”), for the
purpose of assisting the City in providing essential scrvices to its inhabitants without interruption
and-in creating investor confidence in the soundness of the obligations of the City. To carry out such
purpose, the Corporation is empowered, among other things, to issue and sell bonds and notes, to pay
or lend funds received from such sales to the City, and to exchange the Corporation’s obligations
for those of the City, under conditions specified in the Act. Also pursuant to the Act, the Corporation
is empowered to perform certain oversight functions with respect to the City’s financial activities.
For descriptions of the management of the Corporation and of certain of its powers, see “Management”
and “Various Control Programs.”

The 1977 Series 7 Bonds will be issued pursuant to the Act, the second general bond resolu-
tion dated November 25, 1975 of the Corporation (the “Second General Bond Resolution”) and the
series resolution of the Corporation authorizing the 1977 Serics 7 Bonds (the “1977 Series 7 Resolu-
tion”). The Second General Bond Resolution and the 1977 Series 7 Resolution are sometimes collec-
tively referred to herein as the “Resolution.” For a description of the Second General Bond Resolution,
see “Summary of Certain Provisions of the Second Ceneral Bond Resolution.” All bonds issued under
. the Second General Bond Resolution, including the Series 1 through 6 Bonds issued pursuant to the
“previous exchange offers of the Corporation, the 1977 Series 7 Bonds to be issued pursuant to the
Exchange Offer and any bonds subsequently issued under such Resolution are herein collectively
referred to as the “Bonds.”

There can be no assurance that there will exist any substantial market for the 1977 Series 7

Bonds at or near the par value of the City Notes accepted in exchange for such 1977 Series 7 Bonds.

Yor a description of the 1977 Series 7 Bonds, see “Bonds Being Offered.”
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Purpose of the Offering

On November 19, 1978, the State Court of Appeals held unconstitutional the New York State
Emergency Moratorium Act for the City of New York (the “Moratorium Act”), which had provided
that holders of certain notes of the City, including the City Notes, could not take legal action o collect
upon their notes for a specified period. The case has now been sent back to the State Supreme Court
with instructions with respect to the entry of judgments requiring payment by the City of such notes.

Under the order (called a “remittitur”) of the Court of Appeals, holders of City Notes must prove
present ownership or custodianship of such City Notes pursuant to procedures adopted by the State
Supreme Court, before a judgment requiring payment can be entered. Such judgments relating to City
Notes held by individuals who held such notes on November 14, 1975, will, when entered by the Counrt,
require payment in cash within 30 days after the judgment is entered. Such judgments relating to City
Notes held by individuals who acquired such City Notes after November 14, 1975, and by institutional
investors and corporations will, when entered by the Court, require payment in cash within a period
to be determined by the Court, The Court of Appeals has stated that such a period of up to six months
would not be an abuse of the Supreme Court’s discretion,

The Corporation cannot predict with accuracy when payments pursuant to the Court orders may
be expected, but estimates that the Court will order such payments to commence with respect to City
Notes held by individuals on November 14, 1975, carly in May 1977. The Corporation cannot now
estimate when the Court will order such payments to commence with respect to other City Notes, For
further information with respect to the actions of the Courts to date in this case, see “Rights of the
Noteholders — Rights Under the Moratorium Decision.”

The City has devised and is attempting to implement a plan to provide for payment of the City
Notes in full within such time periods as will be required by the Courts (the “Note Repayment Plan”).
The Note Repayment Plan contains a number of elements, including the exchange of $250 to $300
million of City Notes pursuant to the Exchange Offer. No assurance may be given that the Note
Repayment Plan will be successfully implemented, or if implemented, that the financial condition of
the City will permit the City to apply the proceeds of such Plan to such repayment. For further
information with respect to the Note Repayment Plan, see “Rights of the Noteholders — Plan to Provide
for Repayment.”

Holders of City Notes may either follow the procedures established by the Courts in order to seek
judgments requiring cash payments with respect to their City Notes or accept the Exchange Offer and
receive 1977 Series 7 Bonds in exchange for their City Notes. In addition, although the Corporation
has no assurance that a market for City Notes will exist, or if it does exist, that it will be at a level
acceptable to holders of City Notes, holders of Gity Notes may also have an opportunity to sell their
City Notes through customary market channels to persons who may themselves tender such City Notes
to the Corporation pursuant to the Exchange Offer. Finally, as stated in the decision of the Court of
Appeals, holders of City Notes may attempt to exercise such other rights as they may have. For further
information with respect to the rights of holders of City Notes, see “Rights of the Noteholders.”

The Note Repayment Plan does not provide for the payment of the aggregate of $819,220,000 of
notes of the City held by the Clearing House Banks and the Pension Funds, see “Rights of the Note-
holders — Position of Banks, Pension Funds and Other Noteholders.”

Procedures for Tender of City Notes

Holders of City Notes may tender them pursuant to the Exchange Offer by completing, signing
and delivering to the Exchange Agent the Letter of Transmittal accompanying this Official Statement,
together with such City Notes, on or prior to the Expiration Date, pursuant to the procedures described
under the caption “Exchange Offer — Tender Procedures.” Tender of the City Notes may also be
effected by or through certain securities broker-dealers and banks, see “Exchange Offer — Tender
Procedures.” ' :

The Exchange Offer will expire at 3:30 P.M., New York City Time, on April 7, 1977, unless earlier
fully subscribed or unless extended at the election of the Corporation (such date and time, as they

may be-extended, being referred to as the “Expiration Date”). It is the present intention of the



Corporation not to extend the Offer. All tenders are revocable until 5:00 P.M,, New York City Time,

on April 5, 1977, and thereafter are irrevocable,

Tendering holders will not be obligated to pay brokerage commissions, fees or transfer taxes in
connection with the exchange of City Notes pursuant to the Exchange Offer. The Corporation will pay
certain securities broker-dealers and banks a solicitation fee in connection with their solicitation of
tenders of City Notes pursuant to the Exchange Offer, see “Exchange Offer -~ Solicitation Fees.”

Payment of the Bonds

The Bonds, including the 1977 Series 7 Bonds, are general cbligations of the Corporation, payable
from any available revenues of the Corporation not otherwise pledged.

As described herein, the Corporation’s revenues pledged to the payment of the Bonds are derived
principally from three sources: Per Capita Aid, the Sales Tax and the Stock Transfer Tax, each as
defined herein. “Per Capita Aid” consists of amounts that otherwise would have been payable to the
City from the General Fund of the State as per capita State aid pursuant to Section 54 of the State
Finance Law (the “Finance Law”). The “Sales Tax” consists of collections of the State sales and
compensating use taxes imposed, formerly by the City and now by the State, within the City. The
“Stock Transfer Tax” consists of collections of the State stock transfer tax. The revenues derived from
the Sales Tax and the Stock Transfer Tax are pledged to the payment of the Bonds only to the extent
that such revenues are not pledged to pay debt service on obligations issued under the Corporation’s
first general bond resolution dated July 2, 1975, as amended (the “First General Bond Resolution™),
including the bonds issued thereunder (the “First Resolution Bonds™).

State law also provides the methods by which the Corporation receives its revenues. The
Finance Law provides thal, subject to annual appropriation by the Legislature, Per Capita Aid is
apportioned and paid, after certain prior statutory claims have been satisfied, first into a special
account established for the benefit of the Corporation (the “Special Aid Account™) in the municipal
assistance state aid fund administered by the State Comptroller (the “Municipal Assistance State Aid
Fund”), and then to the Corporation at such times and in such amounts as its Chairman certifies are
necessary to meet the.debt service and reserve funding requirements established by the Act and the
Resolution for the Bonds.

The Finance Law also provides that collections of the Sales Tax are deposited in a special account
established for the benefit of the Corporation (the “Special Tax Account”) in the municipal assistance
tax fund administered by the State Comptroller (the “Municipal Assistance Tax Fund”), and, subject
first to annual appropriation by the Legislature and then to the timely payment of obligations of the
Corporation issued under the First General Bond Resolution, are paid to the Corporation at such
times and in such amounts as its Chairman certifies are necessary to meet the debt service and reserve
funding requirements established by the Act and the Resolution for the Bonds, to the extent amounts
in the Special Aid Account are insuflicient.

If the aggregate amount in the Special Aid Account and the Special Tax Account is insuflicient
to fund debt service and reserve requirements for the Bonds, the Finance Law provides that collections
of the Stock Transfer Tax, on deposit in the stock transfer tax fund established under such Law (the
“Stock Transfer Tax Fund’), shall be transferred, subject to appropriation by the Legislature, to the
Special Tax Account for payment to the Corporation in the same manner and subject to the same
conditions as collections of the Sales Tax.

The State Legislature appropriated Per Capita Aid and the Sales Tax and Stock Transfer Tax for
the State’s 1977 fiscal year, and it is expected, but the Corporation has no assurance, that the State
Legislature will make such appropriations for the State’s 1978 fiscal year, and for subsequent fiscal
years, see “Provisions for Payment of the Bonds — Appropriation by Legislature.”
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the eighth day following the Expiration Date, and the same are actually so delivered. More detailed
instructions concerning tender of the City Notes are contained in the Letter of Transmittal.

The Exchange Agent is:

Unitep StatEs Trust CoMPANY
or NEw York

By Hand By Mail
130 John Street 130 John Street
20th Floor New York, N. Y. 10038
New York, N, Y. 10038 Attention: Corporate Trust and
Attention: Corporate Trust and Agency Services (MAC Exchange)
Agency Services (MAC Exchange) (212) 425-4500. ( Ext, 2433)

(212) 425-4500 (Ext. 2433)

The availability of the documents discussed in this Official Statement at any office of the
Exchange Agent or any other bank or securities dealer does not imply any recommendation by them as
to the merits of the Exchange Offer or any representation by them as to the accuracy or completeness
of this Official Statement.

The Corporation will accept all City Notes tendered up to an aggregate principal amount of
$250,000,000 on a first-come, first-served basis. The Corporation may, but is not obligated to, accept any
amount of City Notes tendered in excess of $250,000,000 and will accept all City Notes tendered on or
before March 25, 1977 and all City Notes tendered on the day on which the aggregate of tenders
received equals or exceeds $250,000,000 or such greater amount as the Corporation determines to
accept. With respect to tenders of City Notes made by a Soliciting Dealer pursuant to the pro-
tection procedure described above, the date of receipt by the Exchange Agent of the telegram or
other written notice shall be deemed to be the date of tender for the purpose of acceptance of City
Notes by the Corporation on a first-come, first-served basis.

A tendering holder of City Notes whose tender is accepted will receive, as promptly as practicable
following the Expiration Date, the aggregate principal amount of 1977 Series 7 Bonds to which such
holder is entitled. For a description of rights of tendering holders of City Notes to interest on such
notes, see “Interest on City Notes.”

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

_ Tendering holders will not be obligated to pay brokerage commissions, fees or transfer taxes in
- connection with the exchange of City Notes pursuant to the Exchange Offer,

The Exchange Offer is scheduled to terminate at 3:30 PM.,, New York City Time on April 7,
1977, unless earlier fully subscribed or unless extended by the Corporation, as provided in the Letter
of Transmittal.

Except for the withdrawal rights described in the following paragraph, tenders are irrevocable.
Upon delivery to the Exchange Agent of City Notes accompanied by a properly executed Letter of
Transmittal, the sole right thereunder of a tendering holder of City Notes whose tender is accepted
will be (i) to receive 1977 Series 7 Bonds, and (ii) to receive from the City interest on such City
Notes as described under “Interest on City Notes.”
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Any City Note tendered pursuant to the Exchange Offer may be withdrawn at any time prior to
5:00 P.M., New York City Time, April 5, 1977, To be effective, any notice of withdrawal must be in
writing, must specify the name of the tendering holder of City Notes, the principal amount of City
Notes to be withdrawn and the serial numbers shown on the particular City Notes to be withdrawn,
and must be received in a timely manner by the Exchange Agent at its address specified above. Any
City Notes withdrawn will, for purposes of the Exchange Offer, be deemed not to have been duly
tendered. City Notes withdrawn pursuant to the provisions of this paragraph will be sent to the
withdrawing holder of such City Notes at such holder’s address as specified in the Letter of Transmittal
by registered mail, return receipt requested, at the Corporation’s expense, as soon as practicable after
due receipt of the notice of withdrawal.

Solicitation Fees

The Corporation will pay to any securities broker or dealer who is a member of a national
securities exchange in the United States or of the Natiomal Association of Securities Dealers, Inc.
(“NASD”) or to a Municipal Securities Dealer or Broker as such terms are defined in the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), or to any foreign broker or dealer not
eligible for membership in the NASD who is registered under the Exchange Act, in each case which
agrees to conform to the Rules of Fair Practice of the NASD in soliciting tenders in the United States
(“Soliciting Dealers”), the name of which Soliciting Dealer appears in the appropriate space in the
Letter of Transmittal, a solicitation fee of $20 for each $1,000 principal amount of City Notes properly
tendered and accepted pursuant to the Exchange Offer. Soliciting Dealers shall not be agents of the
Corporation, the Trustee or the Exchange Agent for purposes of the Exchange Offer.

Interest on City Notes

The City has paid interest to stated maturity on City Notes previously presented to it for such
payment at the stated rates of interest on such City Notes, and has paid interest at the rate of 8%
a year from the stated maturity dates of such City Notes to the anniversaries of such stated maturity
dates. Tendering holders of City Notes are urged to colleet, if they have not already done so, such
interest from the City prior to tendering City Notes. Such interest is payable at the office of Manu-
facturers Hanover Trust Company, 10th floor, 4 New York Plaza, New York, New York. The City has
informed the Corporation that the City intends to pay to all persons exchanging City Notes pursuant
to the Exchange Offer, unpaid interest on City Notes so exchanged to the Expiration Date by check
mailed to such tendering holder promptly after the Expiration Date.

The Corporation does not assume any obligation, by reason of the Exchange Offer or otherwise,
to pay or otherwise provide for the payment of any accrued interest on such City Notes.

Interest on the 1977 Series 7 Bonds accrues from the Expiration Date of the Exchange Offer and
is payable by the Corporation on July 1, 1977, and semi-annually on each January 1 and July 1
thereafter,

Tax Consequences

The provisions of the Internal Revenue Code of 1954, as amended (the “Code”) relating to gains
and losses on the sale or exchange of honds, notes or other evidences of indebtedness will apply to the
exchange of City Notes for 1977 Series 7 Bonds. A person who exchanges City Notes for 1977 Series 7
Bonds will realize gain or loss measured by any difference between his adjusted basis for his City Notes
and the fajr market value of the 1977 Series 7 Bonds which such person receives. If such fair moarket
value is greater than such adjusted basis, such person will realize gain to the extent of the difference.
If such person’s adjusted basis for his City Notes is greater than the fair market value of the 1977
Series 7 Bonds which he receives, he will realize loss to the extent of the difference.

In the case of a person who is neither a dealer in securities nor a financial institution described in
Section 582(c) (1) of the Code and who exchanges City Notes which he held for investment purposes
for 1977 Series 7 Bonds, any gain or loss realized (i) on such exchange and (ii) at the maturity, earlier
redemption or sale of the 1977 Series 7 Bonds, will be treated as capital gain or loss. Such gain or loss
{as the case may be) will be a long-term capital gain or loss if the holder of the City Notes or of the
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1977 Series 7 Bonds {as the case may be) has held the same for more than nine months for taxable
years beginning in 1977 and for more than one year for taxable years beginning after December 31,
1977, If the holding period has been less than the foregoing, then the gain or loss will be a short-term
capital gain or loss. '

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

The gain or loss of a dealer in securities on his City Notes or his 1977 Series 7 Bonds will be con-
sidered an ordinary gain or loss, except as provided in Section 1236 of the Code. '

With respect to the tax consequences to financial institutions described in Section 582(c¢)(1) of
the Code, the exchange of the City Notes for the 1977 Series 7 Bonds is not considered an exchange of
a capital asset and any gain or loss resulting therefrom will not be treated as a capital gain or loss,

If the initial fair market value of the 1977 Series 7 Bonds is less than the face amount of such
Bonds, the difference may constitute original issue discount, To the extent that such difference does
constitute original issue discount, it will be treated as tax exempt interest under Section 103(a) of the
Code with the result that each holder will be entitled, upon the maturity, earlier redemption or sale of
the 1977 Series 7 Bonds, to treat as interest exempt from tax, that portion of the original issue discount
which bears the same ratio to such original issue discount as the number of days he has held such 1977
Series 7 Bonds bears to the number of days from issuance to maturity. After the exchange, for the
purpose of determining gain or loss at the maturity, earlier redemption or sale of the 1977 Series 7
Bonds, the basis of the 1977 Series 7 Bonds will be equal to their initial fair market value, subject to
adjustments to basis required by the Code.

It is recommended that holders of City Notes consult their tax advisors as to the income tax
consequences of exchanging City Notes for 1977 Series 7 Bonds.

RIGHTS OF THE NOTEHOLDERS

Constitutional and Statutory Rights

The City Notes are general obligations of the City. In accordance with Article 8, Section 2 of the
State Constitution, the faith and credit of the City has been pledged to the payment of such principal
and interest. The City has power to levy ad valorem taxes upon all the taxable real property within
the City without limitation as to rate or amount to make such payments. The holder of a City Note
has a contractual right to payment of principal and interesi at maturity in the full amount as provided
by the obligation. The General Municipal Law of the State provides that upon failure of payment
of interest or principal or hoth the holder has the right to sue and is entitled to a judgment for the
full amount due including interest thereon to maturity at the stated rate, and at the legal rate there-
after. The General Municipal Law of the State also provides that if the City fails to pay the judgment,
and the levy on such judgment is unfulfilled, the Board of Estimate of the City is empowered to assess,
levy and cause to be collected, at the same time and in like marmer as other moneys for expenses
are then next thereafter to be assessed, levied and collected, a sum of money sufficient to pay such
judgment with interest thereon and necessary fees and expenses.

A holder who exchanges his City Notes pursuant to the Exchange Offer would probably be
deemed to have relinguished any rights to judgment on or enforcement of the City Notes exchanged.
For a description of the Federal bankruptey legislation and State stay legislation that may be applicable
under which the City may seck protection in certain circumstances, see “Certain Developments Affect-
ing the City — Federal Bankruptcy and State Stay Legislation.”

Rights Under the Moratorium Decision

The Moratorium Act which was enacted on November 15, 1975, provided that, during the
“moratorium period” as specified in such Act, holders of certain notes of the City, including the City
Notes, could not enforce any judgment or lien, or commence or continue any action, with respect to
such notes as long as certain conditions were fulfilled. On November 19, 1976, the State Court of
Appeals held that the Moratorium Act violated a provision of the State Constitution requiring that
any city within the State pledge its “faith and credit” for the repayment of the principal of, and
interest on, all indebtedness which it contracts.
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On February 8, 1977, the Court of Appeals signed a remittitur sending the case back to the State
Supreme Court, New York County, with instructions with respect to the entry of judgments requiring
payment by the City of certain outstanding notes of the City, including the City Notes. The Court
of Appeals appointed former Cowrt of Appeals Judge James Gibson to preside over the case at the
Supreme Court level.

The remittitur, in effect, establishes four categories with respect to notes (including the City
Notes) formerly subject to the Moratorium Act: first, City Notes held by the plaintiff in the case, with
respect to which a judgment is to be entered, upon proof of present ownership or custodianship,
requiring payment within thirty days after the entering of a judgment (category No. 1); second,
City Notes held by individuals (not institutional investors or corporations) which were held by such
individuals for value on November 14, 1975, with respect to which judgment is to he entered, upon proof
of such ownership, requiring payment within thirty days after the entering of such judgment (cate-
gory No. 2); third, all other City Notes { excluding notes of the City held by the Clearing House Banks
and Pension Funds, all of which signed the Amended and Restated Agreement) with respect to which
judgment is to be entered, upon proof of ownership, requiring payment within a period to be de-
fermined by the State Supreme Court, the Court of Appeals having stated that a delay in payment to
the holder of any such City Note of up to six months from the date of entry of a judgment in favor
of such holder would not be an abuse of discretion { category No. 3); and fourth, the remittitur does
not make provision for notes of the City held by any of the Clearing House Banks or Pension Funds,
all of which signed the Amended and Restated Agreement ( category No. 4).

As to category No. 1, a judgment was entered with respect to notes held by the plaintiff on
March 10, 1977, requiring payment of the $790,000 of such notes held by the plaintiff by April 11, 1977.
As to categories No. 2 and 3, public notices to all holders in such categories have been prepared and
published together with forms of application, and Manufacturers Hanover Trust Company has hegun
to receive such applications on hehalf of the City and the Court. As to category No. 3, applications
will be received at the same time as applications from holders in category No. 2 are received. Such
applications may, however, be processed or acted upon by the Court later than those included in
category No. 2. It is not now known when Judge Gibson will determine how long a period will be
permitted between the entering of judgment and its required payment with respect to notes in
category No. 3. As to category No, 4, negotiations have taken place, but no agreement has been
reached, as to the continued applicability of certain provisions of the Amended and Restated Agree-
ment to notes in such category, see “Position of Banks, Pension Funds and Other Noteholders,”

The Corporation cannot predict with accuracy when payments pursuant to the Court orders may
be expected, but estimates that the Court will order such payments to commence with respect to City
Notes held by individual holders in category No. 2 early in May 1977. The Corporation cannot now
estimate when the Court will order such payments to commence with respect to City Notes held by
holders in category No. 3. The City has developed a plan to provide, over a period of time, for the
payment of the City Notes in accordance with the Courts’ decisions, see “Plan to Provide for Repay-
ment,”

On March 8, 1977, Judge Gibson entered an order that interest on the City Notes will accrue at
the rate of 8% a year from the stated maturity date to the date of payment. The holders of certain
City Notes have sought judgments requiring the City to pay holders of City Notes after their stated
maturity interest in excess of the 6% annual rate of interest ordered by Judge Gibson, If the plaintiffs
in such actions are successful, the City would be required to pay persons holding City Notes, after
their stated maturtiy, intercst at such rate in excess of 6% a year. However, if the holder exchanges
his City Notes he would probably be deemed to have relinquished his right to seek such higher rate of
interest, at least from and after the exchange.

Holders of City Notes may cither follow the procedures required by the Courts in order to seck
judgments requiring cash payments with respect to their City Notes or accept the Exchange Offer and
receive 1977 Series 7 Bonds in exchange for their City Notes. In addition, although the Corporation
has no assurance that a market for City Notes will exist, or if it does exist, that it will be at a level
acceptable to holders of City Notes, holders of City Notes may also have an opportunity to sell their
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City Notes through customary market channels to persons who may themselves tender such City Notes
to the Corporation pursuant to the Exchange Offer. In addition, holders of City Notes may attempt
to exercise such other rights as they may have, based upon the provisions referred to under “Constitu-
tional and Statutory Rights” or otherwise.

Plan to Provide for Repayment

The City has devised and is attempting to implement a plan to obtain sufficient moneys to pay the
City Notes in full within such time periods as are required by the Courts’ decisions in the moratoriuvm
case as described under “Rights Under the Moratorium Decision,” Since November, the City has
engaged in discussions and negotiations with respect to such a plan with the Corporation and repre-

" sentatives of the Clearing House Banks and the Pension Funds, and has consulted with other members

of the financial community, the State and the Federal government. In the course of such discussions
and negotiations, proposals providing for payment of the City Notes from a variety of sources, including
public sales of bonds of the Corporation and/or bonds of the City, were made by various participants.
Because the participants could not agree on the elements of such proposals, particularly the conditions
with respect to the issuance of bonds of the City and of the Corporation, the City reviewed its own
existing and potential cash resources in order to structure a plan. On March 9, 1977, the City
announced such a plan (the “Note Repayment Plan”) which includes the elements outlined below,
some of which were contained in previous proposals, and some of which are new.

The Note Repayment Plan, including alternate sources of funds, is -subject to a number of con-
tingencies, not all of which are referred to below and many of which are not within the control of the-
City or the Corporation. No assurance may be given that the Note Repayment Plan will be success-
fully implemented in such a manner to make available sufficient moneys on a timely basis for the
repayment of the City Notes, or, if the Note Repayment Plan is so implemented, that the financial
condition of the City will permit the City to apply the proceeds of such Plan to such repayment. For
information with respect to the financial condition of the City, see “Certain Developments Affecting
the City.”

In addition, the Note Repayment Plan does not provide for the pay}nent of the aggregate of
approximately $819 million of notes of the City held by the Clearing House Banks and the Pension
Funds, see “Position of Banks, Pension Funds and Other Noteholders.”

The Note Repayment Plan includes the following elements:

1. Proceeds of the sale or assignment of Mitchell-Lama Mortgages. The Note Repayment
Plan assumes that the City will realize aproximately $200 million, by June 30, 1977, from sales
or assignments of mortgages on housing developed under the State Mitchell-Lama Law (the
“Mitchell-Lama Mortgages”), and further assumes that, with an intensive effort on its part, the
City can realize an additional $210 million from the sale or assignment of additional Mitchell-
Lama Mortgages. The Note Repayment Plan assumes that of this latter $210 million, $100 million
will be realized by September 30, 1977, and the remaining $110 million by December 30, 1977.
Realization of such moneys in the amounts and at the times projected in the Note Repayment Plan
is subject to factors that are or may be beyond the control of the City, including securing Federal
Housing Administration insurance on such mortgages in a timely manner and in amounts sufficient
to realize the projected amounts of cash and receiving the cooperation and consent of the
mortgagors. The consent of certain mortgagors may be dependent in part on receipt of favorable
rulings from the Internal Revenue Service, The consent of other mortgagors, particularly tenant-
owners of cooperative housing companies, may depend on additional factors which may make their
timely consent difficult to obtain, In addition, changes may be required in certain previously
enacted State legislation relating to the application of proceeds of sale or satisfaction of Mitchell-
Lama Mortgages.

2. The New York City Educational Construction Fund. The Note Repayment Plan assumes
that the City will realize $50 million by June 30, 1977, from the New York City Educational
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Construction Fund (the “ECF”). The ability of the ECF to make such a payment by such date
is dependent on the ECF’s sale of certain of its bonds which will be secured, at least in part,
by the income under an executory contract of sale of certain facilities to the New York Telephone
Company. ECF does not now have a firm commitment with respect to such sale of its bonds.

3. Investment of cash resources. The Note Repayment Plan assumes that $109 million
from certain funds under the control of the City will be available to pay City Notes directly
or indirectly by investment in securities of the City or the Corporation, as follows: (i) by May 1,
1977, $40 million from the New York City Transit Unification $inking Fund and $33 million from
a debt service reserve fund for City sewage treatment facilities debt and (ii) by June 30, 1977, $36
million from a capitalized lease program escrow account.

4. Cash availeble from capital budget. The Note Repayment Plan assumes that $57 million
will become available to the City by June 30, 1977, as a result of a reduction of the City moneys
required to finance certain expenditures for capital expenses prior to the times of reimbursement
thereof by the State and Federal government.

5. Restructuring of certain debt of the Corporation. The Note Repayment Plan assumes
that approximately $90 million will be made available by June 30, 1977, from the voluntary
deferral by the Pension Funds and the City Sinking Funds of the Fébrunary 1, 1978, principal
payment on certain bonds of the Corporation which they currently hold and the reinvestment
in obligations of the Corporation of moneys previously received by the Pension Funds and the
City Sinking Funds as payment of principal on such bonds on February 1, 1977. Although no
binding agreements have been entered into with respect to such deferrals and reinvestments,
the Municipal Labor Committee has agreed to recommend to the Trustees of the Pension funds
such referral and reinvestment,

6. The Exchange Offer. The Note Repayment Plan assumes that $250 to $300 million of
City Notes will be exchanged pursuant to the Exchange Offer. The Corporation cannot estimate
the amount of City Notes that will be so exchanged.

The Note Repayment Plan further assumes that, if any of the foregoing is not achieved at the
contemplated dates, the following alternate sources of funds may be available to provide for payment
of the City Notes:

{A) The Note Repayment Plan assumes that $60 million may become available prior to
December 31, 1977, from investment by the City in obligations of the City or the Corporation of
moneys received as reimbursement from the Federal government of amounts previously spent by
the City for sewage treatment facilities. Such reimbursement is subject to the enactment of
Federal legislation, which has been introduced in Congress but has not yet been passed. There
can be no assurance that such legislation will be enacted into law.

(B) The Note Repayment Plan assumes that some of the existing cash resources which the
City currently plans to use to pay its operating and capital expenses during the 1978 fiscal year
may be used instead to pay the City Notes, see “Certain Developments Affecting the City.” The
Note Repayment Plan further assumes that, in such event, the City or the Corporation would
seek to sell obligations in the latter half of such fiscal year to replace the cash so used. As noted
above, no agreement has been reached on the elements of such an issuance of obligations of the
City or the Corporation. Because implementation of the Note Repayment Plan is -expected sub-
stantially to exhaust the City’s projected closing cash balance on June 30, 1978, further issuances.
of obligations of the City or the Corporation in the latter half of the 1978 fiscal year may become -
necessary, in any event, to provide the City with needed cash resources.

The Note Repayment Plan is designed to provide for the payment of the City Notes from cash:
and other sources which the City does not project as revenues in its 1978 fiscal year Expense Budget
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and the City has projected that implementation of the Note Repayment Plan would have a minimal
effect on such Expense Budget. :

Rights Under Certain Pending Litigation

In the litigation discussed herein under “Litigation — Revenues of the Corporation”, the plaintiff
bondholders seek, among other things, a declaratory judgment that they are entitled to have set aside
sufficient sums, and be paid first, the interest and principal on their City bonds from the first revenues
received by the City.- The Corporation cannot predict the outcome of the litigation as it relates to
such claim. If such a claim were instituted and upheld as to the City Notes, the holder of a City Note
would have the right to receive the first revenues received by the City applied to the payment of his
City Notes. However, if the holder exchanges his City Notes, he would probably be deemed to have
relinquished such rights,

Several lawsuits alleging fraud under the Federal securities laws in connection with the sale of
the City Notes have been instituted against the City and various banks and brokers who participated
in the sale of City Notes. If such fraud is established, holders of City Notes may have the right to
seek damages or rescission of such purchases. If a holder of City Notes exchanges his City Notes he
would probably be deemed to have relinquished his right to rescind, but he would probably not be
deemed to have relinquished his right to seek damages.

Position of Banks, Pension Funds and Other Noteholders

The Exchange Offer does not relate to, and the Note Repayment Plan does not provide for the
payment of, the balance of the City’s outstanding notes that are held by the Corporation, the Clearing
House Banks, the Pension Funds and the United States, and such notes are not included within the
definition of City Notes as such term is used in this Official Statement.

The Clearing House Banks and the Pension Funds have informed the Corporation that they hold
an aggregate of $819,220,000 principal amount of notes of the City with stated maturity dates of
December 11, 1975 and various dates thereafter to November 9, 1976, Pursuant to the Amended and
Restated Agreement, the Banks and Pension Funds agreed to defer the payment in full of principal of
such notes of the City until July 1, 1986, subject to equal annual reductions of outstanding principal
during the period from the end of the moratorium period under the Moratorium Act to Jaly 1, 18886,
provided, among other things, that the City timely pays interest at -the rate of 8% a year on such notes
and on the City Notes, that the budget of the City shall then be in balance, and that the City shall not
be in default on any payments of principal or interest on any of its bonds and shall not be under the
jurisdiction of any court pursuant to the Federal bankruptcy laws or Title 6-A of the Local Finance
Law,

The Clearing House Banks have stated that they do not consider themselves bound by the terms
of the Amended and Restated Agreement as a result of the moratorium decision. The City and the
Corporation have stated that they believe that the Clearing House Banks continue to be bound by such
terms. The status of the notes of the City held by such Banks, as well as the notes held by the Pension
Funds, may be the subject of legal action or future negotiations among such holders, the City and the
Corporation, :

As of the date of this Official Statement, the Corporation holds notes of the City in the aggregate
principal amount of $2,813,650,000 with several stated maturity dates from December 11, 1975 through
October 15, 1976, including the notes received by the Corporation pursuant to the previous exchange
offers of the Corporation. The City may issue additional notes to the Corporation in connection with
future advances to the City from the Corporation. The Corporation has instructed United States Trust
Company of New York, as its custedian for such notes, not to present for payment of principal or
interest any notes of the City (other than bond anticipation notes of the City which will be presented
for the payment of interest only) held by the Corporation until otherwise instructed.

As of the date of this Official Statement, the United States holds $2,100,000,000 of notes of the City
maturing between April 1 and June 30, 1977, Such notes were issucd pursuant to the provisions of the
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Credit Agreement described below under “Certain Developments Affecting the City — Cash Sources.”
The City has stated that it anticipates that it will pay principal of and interest on such notes on such
scheduled maturity dates. The City repaid $1,260,000,000 of notes issued under such Credit Agreement

during its 1976 fiscal year.

OUTSTANDING DEBT OF THE CORPORATION

The Corporation at present has outstanding $599,110,000 i aggregate principal amount of Bonds
issued pursuant to the Second General Bond Resolution (after giving effect to the Corporation’s
repurchase of $17,240,000 of such Bonds to meet, in patt, sinking fund requirements) and
$2,900,610,000 in aggregate principal amount of First Resolution Bonds.

The holders of the First Resolution Bonds have a claim prior to that of the holders of the Bonds on
all amounts received by the Corporation from the State as payments from the Municipal Assistance Tax
Fund (which includes the revenues derived from the Sales Tax and the Stock Transfer Tax.) The
holders of the First Resolution Bonds have no claim, however, on any Per Capita Aid, which is the
principal source of payment for the Bonds, received by the Corporation.

As at March 15, 1977, the Corporation had on deposit in the Bond Service Fund and the
Capital Reserve Aid Fund $12,800,000 and $21,500,000, 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
Second General Bond Resolution to be in such Funds on such date. For additional information con-
cerning the financial condition of the Corporation as at June 30, 1976 and December 31, 1976 and
events occurring between December 31, 1976 and the date hereof, see the audited financial statements
of the Corporation as at June 30, 1976 and the unaudited financial statements as at December 31, 1976
anmexed hereto and “Financial Statements and Subsequent Events.”

PROVISIONS FOR PAYMENT OF THE BONDS

General

The Bonds are general obligations of the Corporation payable out of any available revenues of the
Corporation not otherwise pledged. The Bonds are entitled to a lien created by the pledge under the
Second General Bond Resolution of all moneys and securities paid into the Bond Service Fund and the
Capital Reserve Aid Fund held by the Trustee. Such moneys and securities inelude each of the follow-
ing: (i) all amounts received by the Corporation from the State as payments from the Municipal
Assistance State Aid Fund (see “Municipal Assistance State Aid Fund”) for deposit in the Bond Service
Fund and in the Capital Reserve Aid Fund; (ii) amounts received by the Corporation from the State
as payments from the Municipal Assistance Tax Fund annually from such Fund (after payment from
such Fund to the Corporation of the amounts required to fund the Debt Service Fund, the Capital
Reserve Fund and the operating fund established by the Iirst General Bond Resolution) for deposit
in the Bond Service Fund and the Capital Reserve Aid Fund; (iii) all other amounts received by the
Corporation from the State as payments for deposit in the Capital Reserve Aid Fund (pursuant to the
certification annually, on or before December 1, by the Chairman to the Governor and the State Direc-
tor of the Budget, of the sums necessary to restore the Capital Reserve Aid Fund to the required
amount, see “Restoration of Capital Reserve Aid Fund”); and (iv) any income or interest earned asa
result of investments of such amounts so deposited in such Funds. See “Summary of Certain Provisions
of the Second General Band Resolution ~— Additional Bonds and Notes.”

Payment of the amounts referred to in clauses (i) and (ii) above will be subject to the certifica-
ton, 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 required. The certification
is required to include the total amount required to be deposited in the Bond Service Fund to pay all
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interest on and all principal of and redemption premium, if any, maturing or otherwise coming due
during such fiscal year on all outstanding Bonds and the total amount required to be deposited in
the Capital Reserve Aid Fund during such fiscal year in order to maintain the Capital Reserve Aid
Fund at the required amount. The amount required to fund the Capital Reserve Aid Fund in any
calendar year is a fixed percentage of the amount of principal (including sinking fund installments)
and interest maturing or otherwise coming due during such calendar year, as set forth below, on all
outstanding Bonds, including for such purpose any unpaid amounts of such principal and interest
owing in respect of prior calendar years. The fixed percentages of such debt service requirements
to be maintained in the Capital Reserve Aid Fund for the calendar years 1977, 1978, 1979 and 1980
are 25%, 50%, 75% and 100% of the requirements for such years, respectively. Beginning in 1981,
the fixed percentage is 100% of the succeeding calendar year’s debt service requirements,

Payments to the Corporation of the amounts referred to in clauses {i) and (ii) above are required
to be made by the State only if and to the extent that moneys have been appropriated by the State
Legislature to the Special Aid Account and from the Special Tax Account or that revenues have otherwise
been made available therefor by the State, see “Municipal Assistance State Aid Fund” and “Municipal
Assistance Tax Fund.” The source of moneys in the Special Aid Account is the Per Capita Aid, which
is appropriated by the Legislature from the General Fund of the State and is apportioned and paid
on andit and warrant of the State Comptroller pursuant to Section 54 of the Finance Law. The Per
Capita Aid may be paid into such Special Aid Account only after statutory claims on such aid having a
priority over the claims of the Corporation have been paid. Such statutory claims are described below
under “Municipal Assistance State Aid Fund.” The source of moneys in the Special Tax Account is the
Sales Tax and, 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 appropriate, apportion and pay to the Corporation such aid and to impose,
appropriate and pay to the Corporation such taxes and to increase or decrease the amount of such
aid and such taxes, and to establish the Municipal Assistance State Aid Fund, the Municipal Assistance
Tax Fund, the Special Aid Account and the Special Tax Account therein and the Stock Transfer Tax
Fund but is not bound or obligated to continue the procedure for appropriation, apportionment and
payment of such aid or the imposition of such taxes, to maintain the existence of the Municipal
Assistance State Aid Fund, the Municipal Assistance Tax Fund, any special accounts therein or the
Stock Transfer Tax Fund or to make any appropriations. See “Appropriation by Legislature.”

The Corporation, in accordance with the Act and pursuant to the express provisions of the Second
General Bond Resolution, has covenanted to cause its Chairman to certify each year (at the time or
times required) to the State Comptroller and to the Mayor schedules setting forth the cash require-
ments 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 Aid and the
Special Tax Accounts, or otherwise from the State, which are deposited in and subject to the aforesaid
pledge of and lien upon the Bond Service Fund and Capital Reserve Aid Fund, the Corporation may
from time to time receive payments from the City of the principal of and interest on obligations of the
City purchased 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 principal or interest any obligations of the City held by the Corporation (other
than bond anticipation notes of the City which will be presented for the payment of interest only).
Moneys in the Bond. Service Fund are subject to the aforesaid pledge and lien upon the Bond
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 or Second General Bond Resolutions.
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Neither the Corporation nor the holders of the Bonds have any lien on the moneys in the Special
Aid Account or Special Tax Account. Any provisions of the Second Ceneral Bond Resolution and the
Bonds with respect to provision for payment by the State to the Corporation of Per Capita Aid, the
Sales Tax or the Stock Transfer Tax out of the Special Aid Account and the Special Tax Account or by
transfer to the Municipal Assistance Tax Fund from the Stock Transfer Tax Fund are executory only
to the extent of the moneys available to 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 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 obliga-
tion, 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 principal of or the interest or any redemption premium on the Bonds.

Appropriation by Legislature

Per Capita Aid is subject to appropriation by the State Legisiature for the benefit of the City as a
part of the State budgetary process. The Finance Law provides that the State Legislature shall
appropriate the Sales Tax and the Stock Transfer Tax for the benefit of the Corporation; however, the
State Legislature may not be bound in advance to make such an appropriation. Under the State Con-
stitution, an appropriation of State funds must be paid out within two years of the date of the
appropriation act. The State Legislature has appropriated, for the benefit of the Corporation, the Per
Capita Aid, the Sales Tax and the Stock Transfer Tax for the State’s fiscal year beginning April 1, 1976.
It is expected, but the Corporation has no assurance, that the State Legislature will make an annual
appropriation of the Per Capita Aid, the Sales Tax and the Stock Transfer Tax for the fiscal year
beginning April 1, 1977, and for subsequent fiscal years.

The Sales Tax is now imposed at the same rate and upon the same base as the previously
imposed City sales tax. The Sales Tax is a new tax source for the State which, under the Finance
Law, is deposited in a special fund of the State (the Special Tax Account in the Municipal Assistance
Tax Fund} rather than in the State’s General Fund. The provisions of the Finance Law relating
to the creation of the Municipal Assistance Tax Fund provide that in no event shall the State Comp-
troller pay over and distribute any moneys in the Special Tax 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 certi-
fied to the State Comptroller have been appropriated and have been paid to the Corporation in
full. Subject to the appropriation by the Legislatare and once the Per Capita Aid has been paid into
the Municipal Assistance State Aid Fund, similar provisions of the Finance Law restricting use of
moneys by the State Comptroller are applicable.

The Corporation believes that any failure by the State Legislature to make annual appropriations
as 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. (Debt issuing public benefit corporations, agencies
and authorities of either the City or the State are sometimes referred to herein as “authorities.”)

The foregoing discussion does not constitute an assurance that the State Legislature will appropri-
ate the Per Capita Aid, the Sales Tax and the Stock Transfer Tax for the benefit of the Corporation
as expected, see “Certain Devlopments 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, includ-
ing sinking fund payments, as the same shall fall due, the State Comptroller . . shall set apart from
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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
Comptroller 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.

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 Tax Account therein { each such account or fund
as presently constituted being a Special Fund of the State), would not constitute reverues applicable
to the General Fund of the State and hence neither said Article 7, Section 16 nor said Section 55
authorizes or mandates such moneys to be set apart by the State Comptroller either for the payment
of State obligations or for deposit into such note repayment account. Further, under the existing law,
collections of the Sales T'ax and the Stock Transfer Tax which are to be deposited into the Special
Tax 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, aside or applied by the State Cemptroller either for the payment of State obligations or for
deposit into such note repayment account. However, the source of moneys in the Special Aid Account
is the apportionment and payment of Per Capita Aid from the General Fund of the State and upon a
failure of the Legislature to make the appropriation referred to above, there can be no assurance
given that moneys available in the General Fund of the State will be sufficient to permit any appor-
tionment and payment of Per Capita Aid after the State Comptroller sets apart a sum sufficient to
pay any State obligations,

Municipal Assistance State Aid Fund

The Municipal Assistance State Aid Fund has been established by the Finance Law and is in the
custody of the State Comptroller. Within the Municipal Assistance State Aid Fund, the Special Aid
Account is established for the benefit of the Corporation. - The Special Atd Account receives revenues
from the Per Capita Aid after certain claims, described below, having a priority on the payment of
such aid have been satisfied. The Finance Law provides for the apportionment and payment of the
Per Capita Aid theretoforc appropriated by the Legislature (although the Legislature is not obligated
or bound to make such appropriation) of (i) any amounts, limited by the September 1975 Financial
Emergency Legislation (the “Emergency Act”) to a maximum of $65,000,000 in any fiscal year of the
City, required to be paid to the City University Construction Fund (“CUCF”) pursuant to the City
University Construction Fund Act,* (ii) any amounts required to be paid in any fiscal year to the
New York City Housing Development Corporation (“HDC”) pursuant to the New York City Housing
Development Corporation Act to restore the capital reserve fund established for HDC’s General Hous-
ing Bonds to the amount required to be on deposit in such fund, which amount was limited by the

® Although the Emergency Act purports to limit claims on the Per Capita Aid pursuant. to (i)
above, such limitation may not be effective in the cvent that the outstanding bonds of the Dormitory
Authority of the State of New York issued on behalf of CUCF (such bonds and the resolution pursuant
to. which they were issued are referred to hereinafter by the designation “CUCF”) are accelerated
pursuant to the occurrence of an event of default under the CUCF bond resolution. In such event,
all the outstanding bonds of CUCF could be due and payable and would, to the extent of fifty per-
cent of such principal amount, have a prior claim on the Per Capita Aid. CUCF has outstanding

- $515,845,000 in Bonds and expects, prior to the delivery of the 1977 Series 7 Bonds, to issue and
deliver an additional $6,200,000 in CUCF bonds.
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Emergency Act to the lesser of $85,000,000 or an amount equal to the maximum annual debt service,
including principal of, sinking fund installments, if any, and interest on bonds issued by HDC in an
aggregate principal amount outstanding of $800,000,000, (iii) the amount equal to any deficiency in
certain payments required to be paid by the City to the New York City Transit Authority pursuant
to the provisions of Chapter 7 of the Laws of New York State of 1972, (iv) the amount equal
to any deficiency in annual payments required to be paid by the City to the State to repay an
advance made pursuant to the provisions of Chapter 3 of the Laws of New York State of 1974,
in order to subsidize the fare of the New York City Transit Authority, (v) $500,000 to the Chief
fiscal officer of the City for payment to the trustees of the Police Pension Fund of the City pursuant to
Section 54 of the Finance Law and (vi) the balance to the Special Aid Account, 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 revenues, including Per Capita Aid, or to certain funds, including the
Municipal Assistance State Aid Fund and the Special Aid Account, shall be deemed executory only
to the extent of the moneys available to the State in such Funds from time to time which moneys shall
have been 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 Comptroller shall make payments from the Special Aid Account to
the Corporation in the amounts and at the times certified by the Chairman to the State Comptrollex
and the Mayor. In the event that the amounts in the Special Aid Account shall at any time be less
than the amount certified by the Chairman and payable to the Corporation, the Finance Law
provides for the transfer from the Special Tax Account, subject to prior liens thereon, to the Special
Aid Account of an amount equal to the deficiency. See “Municipal Assistance Tax Fund.”

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 Aid Account in excess of the amount which the Chairman
has certified to the State Comptroller. The Per Capita Aid is more fully described under “Per Capita
Aid.”

Pursuant to the Act and under the Second General Bond Resolution, the Chairman is required,
not later than February 12 in each year, and from time to time thereafter as may be necessary, to

eertify to the State Comptucller and the Mayor the amount of cash required by the Corporation in

order for it to meet its obligations payable from the Bond Service Fund as they become due and
to maintain the Capital Reserve Aid Fund. Pursuant to the Act, the State Comptroller may not dis-
burse amounts from the Special Aid 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 Second Genera! Bond Resolution, the foregoing
certification procedure provides for payments to the Corporation for deposit in the Bond Service Fund
and the Capital Reserve Aid Fund from the Special Aid Account to be made on or before January 15,
April 15, June 25 and October 15 in each year. Subject to appropriation of Per Capita Aid by the
State Legislature, the debt service payments due on January 1 and July 1 in each fiscal year of the
Corporation will be paid from moneys on deposit in the Bond Service Fund received from payments
into the Bond Service Fund, which payments will aggregate the total debt service payments required
to be made in.such year. For additional information concerning the certification procedure, see
“Summary of Certain Provisions of the Second General Bond Resolution — Maintenance of Certain
Funds.” :

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

The State Comptroller may in his discretion invest revenues in the Special Aid 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,

Per Capita Aid

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

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

Payments of Per Capita Aid, npon certification of the State Board of Equalization and Assessment,
are apportioned and paid to the chief fiscal officer of the City on audit and warrant of the State
Comptroller out of moneys appropriated by the State Legislature for such purpose to the credit of
the Local Assistance Fund in the General Fund of the State Treasury. The Corporation has been
informed that all or substantially all of the Per Capita Aid payable to the City on an annual basis is
disbursed to the City as a part of the June payment. The Corporation has covenanted to make such
certifications as are necessary to meet its requirements.

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

Legislation passed in April 1976 provides for the setting aside by the State Comptroller of State
taxes and revenues which would otherwise be payable into the General Fund of the State in advance
of maturity of tax and revenue anticipation notes issued by the State during its 1977 fiscal year and
for the deposit of such taxes and revenues in a special account for the benefit of the holders of such
notes subject to such exception as may be required to comply with obligations to holders of bonds of
the State or holders of bonds guaranteed by the State. The Corporation anticipates that* similar
legislation will be enacted with respect to tax and revenue anticipation notes issued by“the State
during its 1978 fiscal year and may be enacted with respect to subsequent fiscal vears. In any fiscal
year for which such legislation is enacted, if there shall be insufficient moneys set aside pursuant o such
legislation to pay debt scrvice on such notes which mature in such fiscal year prior to the time at
which moneys are to be deposited in the Special Aid Account for the payment of debt service on
Bonds, moneys that would otherwise have been available for deposit in the Special Aid Aceount
may be required to be set aside pursuant to such legislation.
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The following tabulation, which was derived from the New York City Bureau of the Budget, the
State Comptroller’s office and the State Division of the Budget, indicates the aggregate payments of
Per Capita Aid to the City received for the six fiscal years ended June 30, 1975, the Per Capita Aid
available to the Corporation and paid to Corporation or the City for the fiscal year ended June 30, 1976
and the amount included in the Covernor’s Executive Budget for the State’s 1978 fiscal year with respect
to Per Capita Aid and therefore expected to be available to the Corporation for the fiscal year ending
June 30, 1977:

1970 ...l $204,800,000 1974 ... $360,870,000
971 ... 323,900,000 1975 .. 405,118,000
1972 ... 272,250,000 1976 ... ... .o 434,311,000
973 ... 331,780,000 1977 ... 434,000,000

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 Tax Account
is established for the benefit of the Corporation, The Special Tax Account receives the revenues from
the Sales Tax, less such amount as the State Commissioner of Taxation and Finance determines to be
necessary for reasonable costs of 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 Legislature (although the State Legislature is not obligated or bound to
make such appropriation) (i) to the Corporation in order to enable the Corporation to fulfill the
terms of any agreements made with the holders of the Corporation’s bonds and notes issued pursuant
to the First General Bond Resolution, (ii) after payments of the amounts required by (i), to the
Corporation to enable the Corporation to fulfill the terms of any agreements made with the holders of
the Bonds and to carry out its corporate purposes and (iii) to the City, to the extent of any balance.
The Act provides that afy 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 Tax
Account, shall be deemed executory only to the extent of the moneys available to the State in such
Funds from time to time which 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 Comptroller shall make payments from the Special Tax Account to
the Corporation in the amounts and at the times certified by the Chairman to the State Comptroller
and the Mayor. In the event that the amounts in the Special Tax Account that have been appropriated
to the Corporation shall at any time be less than the amount certified by the Chairman, the Finance
Law provides for the transfer from the Stock Transfer Tax Fund to the Special Tax Account of an
amount.equal to the deficiency. The Stock Transfer Tax Fund consists of the revenues derived from
the Stock Transfer Tax.

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 revenues in the Special Tax Account in excess of the amount which the Chairman has
certified to the State Comptroller. The Sales Tax and Stock Transfer Tax are more fully described
under “Sales Tax” and “Stock Transfer Tax.”

Pursuant to the Act and under the Second General Bond Resolution, the Chairman is required, not

Tater than February 12 in each year, and from time to time thereafter as may be necessary, to certify
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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 Bond Service Fund as they become due and to maintain the
Capital Reserve Aid Fund. Pursuant to the Act the State Comptroller may not disburse amounts from
the Special Tax Account to the City or any other entity so long as a certified amount required to be
paid remains unpaid. ' '

Pursuant to the Act and as provided in the Second General Bond Resolution, the foregoing certifi-
cation procedure provides for substantially quarterly payments to the Corporation for deposit in the
Bond Service Fund and the Capital Reserve Aid Fund from the Special Tax Account. Subject to
appropriation by the State Legislature, the debt service payments due on January 1 and July 1 in
each fiscal year of the Corporation will be paid from moneys on deposit in the Bond Service Fund
received from such quarterly payments into the Bond Service Fund, which payments will aggregate
the total debt service payments required to be made in such year, For additional information concern-
ing the certification procedure, sec “Summary of Certain Provisions of the Second General Bond
Resolution — Maintenance of Certain Funds.”

~ The amount of revenues received from the Sales Tax must, upon certification by the State Com-
missioner of Taxation and Finance, be deposited in the Special Tax Account, regardless of the invest-
ment 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 are needed for payment into the Special Tax Account, the Commissioner of
Taxation and Finance must pay the amount of moneys needed from collections forthwith in cash into
the Special Tax Account. The State Comptroller may in his discretion invest moneys in the Special Tax
Account in obligations of the United States or of the State or in obligations the principal of and
interest on which are guaranteed by the United States or by the State.

The Sales Tax and the Stock Transfer Tax do not require annual reenactment by the Legislature.
However, the State is not bound or obligated to continue the imposition of either the Sales Tax or the
Stock Transfer Tax or to maintain the existence of the Special Tax Account or the Stock Transfer Tax
Fund or to make any appropriations of the revenues received from the Sales Tax credited to the
Special Tax Account or from the Stock Transfer Tax deposited in the Stock Transfer Tax Fund. The
Second-General Bond Resolution, however, provides that (i) the failure of the State for any reason
to continue the imposition of either the Sales Tax imposed by the Tax Law as the same may be from
time to time amended or the Stock Transfer Tax imposed by such Law as the same may be from time
to time amended or a reduction of the rates of such taxes to rates less than those in effect on July 2, 1975,
or (ii) the failure of the State Comptroller to pay to the Corporation for deposit in the Bond Service
Fund and the Capital Reserve Aid Fund the amount or amounts as shall be certified by the Chairman,
shall each constitute an event of default with respect to the Bonds. See “Summary of Certain Provisions
of the Second General Bond Resolution — Events of Default,”

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
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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 13.6% between 1970 and January 1977 as compared to an increase of 12.6% for the United States.
The City’s unemployment rate rose from 4.8% in 1970 to 10.8% in January 1977, The unemployment
rate for the United States increased from 4.9% in 1970 to 7.3% in January 1977. 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 Comimerce, 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 com-
pensating use taxes previously imposed by the City have increased in each of the last ten years,
although since 1974 at a rate less than the rate of inflation.

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,
such returns and payments are due on September 20, December 20, March 20 and June 20 for the
quarter -ending 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 more beginning Sep-
tember 1, 1077) in any quarter of the preceding four quarters, are required to file monthly returns and
make monthly payments in addition to filing regular quarterly returns.

Under the Finance Law, the Sales Tax revenues payable to the Special Tax Account in the Mu-
nicipal Assistance Tax Fund are required to be paid into such Account in accordance with the
following procedure. On or before the twelfth day of each month, the State Commissioner of Taxa-
tion 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 June, the Com-
missioner 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 Comptroller in the Special Tax Account. Payments
from the Spécial Tax Account to the Corporation are subject to annual appropriation by the State
Legislature, See footnote (e) to this table below as to adjustments that may be made with respect to

such certificates. ‘

~ 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 addi-

'~ tional limited sales ‘taxes on “particular services which the City is still authorized to impose. State

collections of ‘the sales and compensating use taxes imposed by the City prior to July 1, 1975, and of

. the Sales '_Té_x imposed by the State since July 1, 1975, for the last ten fiscal years of the City and the

first and second quarters of “its 1077 fiscal year, after deductions of the costs of administration,
collection and distribution, were as follows:
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State Collections of Sales and Compensating Use Taxes in New York City(a)

Ygei:g‘ 111'7;:153:(11 - Three Months Einded; o
_June 30 September 30 December 31 March 31 June 30 Total
{ Dollars in thousands)

967 ... ... $ 85,565 $ 90,962 $ 98,904 $ 95,886 $371,317
1968 ...... ... ... .. 04,284 102,092 108,585 107,148 412,109
1969 .. ............ 101,358 107,658 113,507 116,219 438,772
e 106,046 114,756 105,580 135,197 461,559
1971 ... 114,093 121,190 120,224 130,138 494 645
972 ... 121,692 129,452 132,033 135,490 518,667
973 ... 130,857 129,541 146,528 142,258 549,184
1974 ... ... 135,272 141,973 151,575 151,978 580,798
1975(b) ........ . .. 173,824 198,890 212,671 201,715 787,200
1976(b) ........ ... 194,560(¢) 193,690 247,203(d)(e) 167,155(d ){e) 802,608
1977(b) ........... 215,794 (e) 210,383 (e) 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 increases in the sales and compensating use taxes from three percent to four percent,
effective July 1, 1974. The six percent tex 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 repre-
sents, in addition to amounts reported for the quarter December 1975 through February 1976, pay-
ments 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. In an action
pending before the Appellate Division, Third Department, certain vendors are seeking to invalidate the
requirement that estimated amounts of sales and compensating usc taxes be prepaid for the month of
March. Plaintiffs have appealed a State Supreme Court decision upholding such requirement and are
secking to stay the collection of estimated tax for March, 1977, pending the outcome of such appeal.

(e) Commencing March 1976, because of a monthly filing procedure which authorizes certain
large vendors to estimate sales and compensating use tax liability for particular months based upon
historical experience for quarters containing those months, such vendors may have overpaid sales and
compensating use tax liability for those particular menths. Furthermore, after deduction of the State
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 Tax Account, Accordingly, any overpayments or underpayments of the
Sales Tax into the Special Tax Account resulting from either of the aforementioned factors would
require adjustment of amounts otherwise payable into the Special Tax Account for subsequent periods.
The total amount of any such adjustments that may be required with respect to prior periods has not
as yet been calculated by the State Department of Taxation and Finance. Iowever, a reduction of
$9,476,553 was made to the January 1977 distribution to the Special Tax Account to reflect overpay-
ment to the Special Tax Account for Sales Tax collected by the Department of Taxation and Finance
during the calendar months of March, April and May 1976. Additionally, an interim reduction of
$5,100,000 was made to the February 1977 distribution to the Special Tax Account to mitigate the
effect of any adjustment which the State Department of Taxation and Finance may determine is
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Under the Finance Law, moneys in the Stock Transfer Tax Fund shall, after deduction of the
amount the State Commissioner of Taxation and Finance determines to be necessary for reasonable
costs in the administration, collection and distribution of the Stock Transfer Tax, be paid to the extent
needed into the Special Tax 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 and second quarters of its 1977 fiscal year based upon the various rates prevailing
during the periods shown.

State Collections of Stock Transfer Tax(a)

1% ‘at:' gfé’:}i Three Months Ended:
- June. 30 September 30 December 31 March 31 June 30 Total
(Dollars in thousands )
1970 ............ ..., $56,571 $70,509 $58,157 854,732 $239,969
1971 ... .. oL 46,563 59,170 78,864 79,769 264,366
1972 ... . 62,573 65,804 §5,588 78,767 292 822
1973 ... L 59,405 68,993 64,658 51,731 -+ 244,787
1974 ... .. ... .. P 43,612 59,782 47,521 38,183 189,008
1975 ... 35,756 40,214 51,363 58,649 185,982
19796 ... ... ... ... ..., 33,049 57,937 80,285 65,376 266,647
L i 62,220 69,219 — — —_—

_ (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. The volume of taxable securities transactions in the State may be adversely
affected by the evolution of a centralized nationwide securities market and by similar proposals which
if implemented might tend to facilitate the execution of securities transactions not subject to the Stock
Transfer Tax. The Federal Securities Acts Amendments of 1975 also prohibit the imposition by the
State of a tax on stock transfers made outside of the State and subject to the taxing jurisdiction of
the State only because such transfer is effected through a registered clearing house, or is recorded on
the books of a transfer agent, located in the State.

Debt Service Payment Requirements and Estimated Coverage Ratios-

The amount of Per Capita Aid appropriated and paid into the Special Aid Account and paid to
the Corporation and the City with respect to the Corporation’s 1976 fiscal year, was approximately
-$434,312,000. Based on such amount, after taking into account the maximum amount of all prior
claims and liabilities (none of which was asserted in the Corporation’s 1976 fiscal year) with respect
thereto, which are described in the paragraphs following the table set out below, the estimated avail-
able amounts of Per Capita Aid would range, during the term of the outstanding Bonds, from a low
of approximately $350,691,000 in the Corporation’s 1977 fiscal year to a high of approximately
$391,451,000 in the Corporation’s 1982-91 fiscal years. (The Governor's Executive Budget for the
State’s 1978 fiscal year includes approximately $434,312,000 with respect to Per Capita Aid which, if
apportioned and paid to the Corporation pursuant to the Act, after taking into account estimated
maximum amounts of all prior claims and liabilities with respect thereto, would equal $350,691,000.)
Based on estimated collections of the Sales Tax and the Stock Transfer Tax for the twelve months
ended February 28, 1978, amounts of such taxes available for payment of First Resolution Bonds and
the Bonds {excluding the. 25% surcharge imposéd under present law on Stock Transfer Tax until
July 31, 1978 and less State expenses of administration) would equal approximately $1,103,003,000.
The annual debt service funding requirements on all outstanding First Resolution Bonds, which have
a claim on Sales Tax and Stock.Transfer Tax prior to that of the Bonds, ranges, during the term of
the eutstanding Bonds, from 3 high of ‘approximately $651,212,000 in fiscal 1980 to a low of approxi-

mately $27,132,000 in fiscal 1993,
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The following table shows debt service payment requirements of the Corporation in each of its
fiscal yoars set forth below on all Bonds, after giving effect to the issuance of specified amounts of
1977 Series 7 Bonds. In addition, the following table shows the ratio of (i) the total amount (and,
alternatively, amounts of Per Capita Aid alone) estimated to be available to the Corporation for pay-
ment of debt service on the Bonds during the 12 months ended February 28, 1978, less estimated
administrative expenses and estimated maximum amounts of all prior claims and labilities on Per
Capita Aid for each specified 12-month period and reflecting annual debt service funding require-
ments on all outstanding First Resolution Bonds for each specified fiscal year, to (ii) the debt service
required to be paid by the Corporation in each of the fiscal years of the Corporation set forth below on
all Bonds, after giving effect to the issuance of specified amounts of 1977 Series 7 Bonds. There is no
assurance, however, that the amounts of Per Capita Aid, Sales Tax or the Stock Transfer Tax available
to the Corporation will, in fact, remain at such levels, see “Per Capita Aid”, “Sales Tax” and “Stock
Transfer Tax”, that the estimated operating expense level of the Corporation will not change, or that
no additional obligations will be issued by the Corporation pursuant to the First or Second General
Bond Resolution.

Debt Service Payment Requirements and Estimated Coverage Ratios

Debt Sorvice Payment
ERequirements and Coverage Ratios
on Outstanding Bonds Issued
Pursuant to the Second General
Bond Resolution; Assuming

Issnance of $500 Million Principal
Amount of 1977 Series 7 Bonds(a)

Coverage Ratios (h)

Debt Service Payment
Requirements and Coverage Ratios
on Qutstanding Bonds Issued
Pursuant to the Second General
Bond Resolution; Assuming
Issuance of $250 Million Principal
Amount of 1977 Series 7 Bonds(a)

Coverage Ratios (b)

Debt Service Payment
Bequirements and Coverage Ratios
on Qutstanding Bonds Issued
Pursuant to the Second General
Bond Resolution; Before Yssuance

of 1977 Series 7 Bonds

Coverage Ratios (b)

—

Fiscal Year Total Delit All Per Total Debt All Per Total Debt All Per

Ended Service Available Capita Service Available Capita Service Available Capita
Jume 30 Payments  Revennes  Aid Oaly Peyments  Revenues Aid Only Payments  Revenues Aid Only
1977 ..., .. 3 55,490,004.64 17.12 6.25 55,490,904.64 17.12 6.25 % 5549000464 17.12 6.25
1878 .. ... . ... 61,282 400.00  15.60 5.75 79,157,4C0.00 12.08 4.45 97,032,400.00 -9.85 3.63
1979 ... ... 79,211,200.00 11.83 4.56 103,586,200,00 9.05 3.49 127,961,200.00 7.32 2.82
1980 ... ... .. 76,209,200.00  10.57 4,82 103,584,200.00 8.08 3.68 127,959,200,00 6.54 2.98
1981 ..., .. 79,203,200.00  13.77 4.82 103,578,200.00 10.53 3.69 127,853,200.00 8.53 2.98
1982 ... ... .. 79,208400.00 13.74 4.89 103,383,400.00  10.51 3.74 127,958,400.00 8.50 3.03
1983 ..., .. 89,518,800.00 12.09 4.33 113,893,800.00 9.50 3.40 138,268,800.00 7.83 2.80
1984 ... ..., 89,516,000.00  13.50 4.33 128,996,850.00 9.37 3.00 168,472,943.75 717 2.30
1985 ....... .. 89,520,800.00 11.66 4.33 128,623,031.23 8.10 3.00 168,325,750.00 6.20 2.30
1986 . ........ 89,515,200.00 1554 4.33 128,835,618.75  10.80 3.01 168,151, 768.75 8.27 2.30
1987 ..., .. 89,412,800.00  15.97 4.33 128,642,612.50 11.10 3.01 167,868,643.75 8.50 2.31
1988 . ..., ... 22,958,800.00 63,53 16.88 62,087,393.753  23.4% 65.24 101,217,450.00 14,41 3.83
1989 _........ 22 962,800.00 69,94 16,87 61,981,037.50  23.32 6.25 101,000,737.50  14.31 3.84
1990 ..., .. 22,960,400.00 61.83 16.87 61,858,668.75 22.95 6.26 100,758,400.00  14.09 3.84
1991 ... .. .. 22,057,600.00 5975 16.88 61,723,862.50 22.92 6.28 100,491,587.50  13.85 3.86
1692 ... 22,911.200.00 6048 1691 61,533,800.00 22.52 6.30 100,153,108.25  13.83 3.87
1993 . ... .. — — — 38,436,687.50  38.18 10.08 76,894,350.00  19.08 5.04
Total ...... ... $995,839,704.64 $1,525,803,667.14 $2,055,958,842.14

(a) The Corporation may issue additional Bonds pursuant to the Second General Bond Resohi-
tion, subject to the limitations described under “Bonds Being Offered —— Additional Bonds.”

(b) The Corporation has been advised by the Commissioner of Taxation and Finance that his
estimate of the aggregate amount of Sales and Stock Transfer Taxes which is expected to be available
for deposit in the Special Tax Account for the twelve months commencing March 1, 1977 is $50,000,000
less than the amount available for deposit therein for the 12 months ended February 28, 1977, The
Commissioner has advised that the portion of such aggregate decrease resulting from a decrease in
Sales Tax collections is primarily caused by the following two factors: (1) because of changes in
collection procedures required of certain large vendors, collections by such vendors for the 12 months
ended February 28, 1977 actually included Sales Tax attributable to a fourteen month sales period of
December 1975 through January 1977, whereas the collections for 12 months ending February 28,
1978 will include Sales Tax aftributable to the 12-month sales period of February 1977 through
January 1978; {2) it is anticipated that the collections dering the 12 months commencing March 1,
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1977 will be reduced to reflect overdistributions to the Special Tax Account during the 12 months com-
mencing March 1, 1976, see footnote (e) to the above table entitled “State Collections of Sales and
Compensating Use Taxes in New York City.” The Comrmissioner has further advised that the portion
of such aggregate decrease resulting from a decrease in Stock Transfer Tax collections is primarily
caused by application of his following two assumptions: {1) the issuance of an order by the State
Court of Appeals in the action brought by certain regional stock exchanges discussed above under
“Stock Transfer Tax” applying the maximum tax and the non-resident rate regardless of whether a
taxable sale is made within the State is expected to produce a minor loss in Stock Transfer Tax
collection; and (2) he expects that the volume of transactions on stock exchange located within the
State will decrease in the 12 months commencing March 1, 1977.

The total debt service payments set forth above do not include amounts required to be paid
into the Capital Reserve Aid Fund, see “General.” For information with respect to coverage required
for issuance of additional Bonds, see “Bonds Being Offered — Additional Bonds.”

The Corporation has sought to estimate the amounts of the following potential claims and liabilities
on Per Capita Aid that are payable prior to the payment of Per Capita Aid into the Special Aid
Account. In making such estimates the Corporation has relied on information which it helieves to be
accurate and has assumed that such claims do not exceed the limits set by the Emergency Financial
Legislation (see “Municipal Assistance State Aid Fund”).

(a) City University Construction Fund.
The Corporation has been informéd by CUCF that on March 29, 1976
GUCT certified its requirements for the period July 1, 1976 through June 30,
1977 to be approximately $46,210,000, 50% of which occasions a claim against
Per Capita Aid if not otherwise made available to CUCF by the City. CUCF
expects to lower such certification by $1,048,000 in the near future. .. ...... % 22,581,000

(b) New York City Housing Development Corporation.
The Corporation has been informed by HDC that the maximum capital
reserve fund requirement on all outstanding bonds of HDC as of this date is
approximately $19,780,000. HDC has outstanding $37,703,000 in bond antici-
pation notes which HDC expects to fund with bonds. The Control Board has
approved issuance of an additional $1,150,000 of HDC bonds to complete the
Kew Gardens Hills Project rehabilitation. Such funding and bond issuance
would have the effect of increasing the maximum capital reserve fund require-
ment by an amount equivalent to the annual debt service on the bonds issued. 19,780,000

(¢) New York City Transit Authority.
(i) Pursuant to Section 1 of Chapter 7 of the 1972 Laws of the State,
the New York City Transit Authority (“NYCTA”) was authorized to issue and
sell its promissory notes in the aggregate principal amount of $100,000,000 to
certain sinking funds of the City. Upon the failure of the City to pay to
the NYCTA the amounts necessary to pay such notes (in five equal annual
installments), the amount of any such insufficiency is to be deducted from Per
Capita Aid and paid on such notes. The NYCTA has issued $100,000,000
in aggregate principal amount of such notes and the Corporation has been in-
formed by the office of the Comptroller of the City, that as of March 21,
1977, $13,000,000 in principal amount of such notes, bearing interest at a
maximum rate of 5% per annum, were still outstanding and represent a poten- :
tial annual claim on such Per Capita Aid in the amount of $13,619,400. .. ... 13,419,400

(ii) Pursuaur to Section 2 of such Chapter, the City was required to pay
an aggregate $51,000,000 in equal annual installments for the ten years com-
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mencing December 31, 1972 to the NYCTA to enable the NYCTA to pay
" certain notes issued in anticipation of the receipt of revenues by the NYCTA,

$25,500,000 in aggregate principal amount of such notes, bearing interest at the

rate of eight percent {8%) a year, are outstanding at present. Any failure

of the City to pay over to the NYCTA the required amount would give rise

to an annual claim on Per Capita Aid in the amount of the insufficiency until

such time as the debt is retived ....... ... . .. .. . . .. . .. ... . .. . 7,140,000

{iil) Pursuant to Chapter 3 of the 1974 Laws of the State, the State was
authorized to make a first instance appropriation to the NYCTA, which
appropriation was made in the amount of $100,000,000 subject to the
repayment of such amount to the State by the City in five equal annual
installments commencing March 1, 1975, Failure by the City to make such
repayment gives rise to an annual claim against Per Capita Aid in the amount
of the insufficiency until such time as the debt is retired. Such repayment has
commenced and $40,000,000 remains outstanding ... .. .. 20,000,000

(d) New York City Police Pension Fund.

Payments are due annually from Per Capita Aid to the Trustees of the
City Police Pension Fund ... ... ... ... .. .. .. . 500,000

Estimated amount of Per Capita Aid available to the Corporation based
on the estimated amount per capita State aid provided in the Governor’s
Executive Budget (the Corporation’s 1977 fiscal year) .. ........... .. .. $350,691,265

Restoration of Capital Reserve Aid Fund

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

“In order further to assure the maintenance of the capital reserve fund, there shall be annually
appropriated and paid to the corporation for deposit in the capital reserve 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 each of the calendar years set forth below the capital reserve fund require-
ment, as of any date of calculation, shall equal the percentage set forth opposite such calendar
year of the amount of principal and interest maturing or otherwise due or becoming due during
such calendar ycar on all bonds of the corporation secured by the capital reserve fund outstanding
on such date:

Calendar Year Percentage
1975 0%
1976 ... .. 0%
1977 95%
1978 50%
1979 75%
1980 ... 100% .. .”



After 1980, the required amount of the Capital Reserve Aid Fund is the amount of principal of and
interest maturing or otherwise due or becoming due in the succeeding calendar year on any honds then

" to be issued and on all other bonds of the Corporation then outstanding, including for such purpose

any unpaid amounts of principal and interest owing in respect of prior calendar years,

The Corporation, in accordance with the Act and pursuant to the express provisions of the Second
General Bond Resolution, has covenanted to cause its Chairman to certify on or before each December
1 to the Governor and the State Director of the Budget the sum required to restore the Capital Reserve
Aid Fund to its required amount and has agreed to certain additional requirements relating to such
certification and maintenance of the Capital Reserve Aid Fund, See “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 except pursuant to an appropriation by law specifying
the sum appropriated, and payment thereunder shall be made within two years immediately following
passage of such law. Accordingly, the provision of the Act quoted above does not constitute an enforce-
able obligation or debt of the State. See “Appropriation by Legislature.”

In the opinion of Bond Counsel, such provision of the Act for the appropriation and payment to
the Corporation for deposit in the Capital Reserve Aid 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 purpose by the State Legislature, which is empowered,
but is not hound or obligated, to appropriate such amount.

Federal Bankruptey Legislation

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 instromentality 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 meet 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 1877 Series 7
Bonds, would be among the debts it could seek to modify or adjust by a plan in that proceeding. The

Corpbration 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 1977 Series 7 Bonds, see “Certain Developments Affecting the City.”

BONDS BEING OFFERED
Description of the Bonds

General

The 1977 Series 7 Bonds will be dated January 1, 1977, and will bear intercst from the Expiration
Date of this Exchange Offer at the rate of nine and three-quarters per cent (9%%) a year, payable
on July 1, 1977 and semi-annually on each Januvary 1 and July 1 thereafter, and will mature on July 1,
1992.

The 1977 Series 7 Bonds will be issued to each tendering holder initially as fully registered Bonds
in the-denomination equal to the aggregate principal amount of such holder’s City Notes accepted or,
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at the election of a tendering holder who makes arrangements with the Exchange Agent to take
initial delivery of Bends at the office of the Exchange Agent, such Bonds will be issucd as coupon
Bonds in the denomination of $5,000 each. Registered Bonds as initially delivered are exchangeable
as provided in the Resolution for coupon Bonds in denominations of $5,000 each, registrable on the
books of the Corporation at the corporate trust office of the Trustee, as to principal only, or for other
fully registered Bonds in the denominations of $5,000 or multiples of $5,000. Interchange and transfer
of registered Bonds to other authorized denominations will be readily available at the office of the
Trustee commencing immediately after initial delivery.

For every exchange or transfer of the 1977 Series 7 Bonds (other than the first exchange or trans-
fer which shall be without cost to the holder) the Corporation or the Trustee may make a charge
sufficient to reimburse 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 exchiange
or transfer as a condition precedent to the exercise of the privilege of making such exchange or transfer,
The cost of preparing each new 1977 Series 7 Bond issued upon such exchange or transfer and any
other expenses of the Corporation or the Trustee incurred in connection therewith (except any ap-
plicable tax, fee or other governmental charge) shall be paid by the Corporation as an operating
expense,

Optional Redemption
The 1977 Series 7 Bonds are subject to redemption at the option of the Corporation on and after
July 1, 1980 as a whole or in part, by lot, on any interest payment date, at the following redemption
prices (expressed as a percentage of the principal amount) plus accrved interest to the date of
redemption;:

Redemption
Redemption Dates Price
July 1, 1980 and Tanuary 1, 4981 ... ... .. .. ... ... .. ... . ... 102%%
July I, 1981 and Jamary 1, 1982 . . .. .. ... . ... ... ... ... 102
July 1, 1982 and Jamuary 1, 1983 . . .. .. ... ... ... .. 101%%
July 1, 1983 and January 1, 1984 . .. ... . ... ... ... ... .. 101
July 1, 1984 and Januwary 1, 1985 ... ... ... ... ... ... 100%%
July 1, 1985 and any interest payment date thereafter ... ... .. 100

Sinking Fund Redemption

The 1977 Series 7 Bonds are further subject to redemption, in part, by lot, on July 1 of each year
commencing July 1, 1683, from mandatory “Sinking Tund Installments” (as defined in the Second
General Bond Resolution) at a redemption price of 1009 of the principal amount thereof plus
accrued interest to the date of redemption. The Corporation will be unable to determine the
amount of such Sinking Fund Installments until the total amount of the 1977 Series 7 Bonds is
determined pursuant to the Exchange Offer. However, the Corporation expects to schedule such Sink-
ing Funds Installments so that the average life of the 1977 Series 7 Bonds will be approximately
eleven and one half vears.

The Corporation may, at any time not more than 12 months prior to an interest payment -date on
which a Sinking Fund Installment is scheduled to be due, but in no event less than 45 days prior to
such date, direct the Trustee to purchase with moneys in the Bond Service Fund, at or below par plus
unpaid interest accrued to the date of such purchase, any Bonds of the Corporation payable from such
Sinking Fund Installment and apply any Bonds so purchased as a credit against such Sinking Fund
Installment,

Trustee o , -
. United States Trust Company of New York has been appointed the Trustee for the 1977 Series 7
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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