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SUPPLEMENTED PRELIMINARY OFFICIAL STATEMENT DATED NOVEMBER 10, 1978

SUPPLEMENT DATED NOVEMBER |, 1978 TO OFFICIAL STATEMENT
DATED NOVEMBER , 1978

NEW ISSUE

In the opinion of Bond Counsel, under existing statutes and court decisions, interest on the 1978 Series 11 Bonds is exempt from
Federal income taxes, and shall at all times be free from New York State and New York City personal income taxes.

$139.525,000

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

% 1978 SERIES 11 BONDS

(Issued pursuant to the Second General Bond Resolution)

Dated November 15, 1978 Due July 1, 1998

This Supplement to the Official Statement dated November , 1978 (the “Official Statement”) of the
Municipal Assistance Corporation For The City of New York (the “Corporation”) is provided for the
purpose of setting forth information with respect to the Corporation’s 1978 Series 11 Bonds, which are to be
purchased from the Corporation by certain Financial Institutions pursuant to the Financing Agreement, as
more fully described in the Official Statement.

Principal of and interest on the 1978 Series 1 Bonds are payable at the corporate trust office of

, New York, New York, or at the option of the holder at ,
unless registered. At the option of any Financial Institution, payment of the interest on fully registered 1978
Series 11 Bonds will be made pursuant to the Financing Agreement by check or wire transfer to such Financiat
Institution without presentation of the 1978 Scries 11 Bonds and without any notation of such payment being
required. Interest on the 1978 Series 11 Bonds is payable July 1, 1979 and semi-annually thereafter on each
January 1 and July 1. The 1978 Scrics 11 Bonds will be issued as coupon bonds in the denomination of $5,000
or $100,000 each, registrable as to principal only, or as fully registered bonds in the denomination of $5,000
or any integral multiple of $5,000. Coupon and registered bonds are interchangeable as more fully described
herein. For information which may affect the market or market prices for and sources of payment of the
1978 Series 11 Bonds, see “PaRT 1-—INTRODUCTION” and the references included therein.

The 1978 Series 11 Bonds are subject to redemption at the option of the Corporation on and after July
1, 1988, as a whole on any date, or in part by lot on any interest payment date or dates, at an initial redemption
price of 102% of the principal amount thereof, and from mandatory sinking fund installments on and after
July 1, 1985 at a redemption price of 100% of the principal amount thereof, plus, in each case, accrued interest
to the redemption date, pursuant to the following schedule:

Year R Ry Year it
1985  $ 4,755,000 1992 $12,210,000
1986 6,800,000 1993 14,950,000
1987 6,800,000 1994 18,385,000
1988 11,585,000 1995 21,855,000
1989 11,585,000 1996 2,050,000
1990 12,245,000 1997 2,010,000
1991 12,245,000

$139,525,000 ¢, Term Bonds due July 1, 1998 @ 100%

(Accrued interest to be added)
The average life of the 1978 Series 11 Bonds is approximately 13.1 years

This Supplement must be read in conjunction with the Official Statement to which this Supplement is
attached. Such Official Statement relates to the Corporation’s 1978 Scries 10 Bonds. The 1978 Series 11
Bonds will be sold to certain of the Financial Institutions pursuant to the Financing Agreement.

[ Jealy
J






Statement to prospective purchasers and others. Upon the sale of the 1978 Series 10 Bonds, the Corporafion will complete, adopt and deliver a final Official Statement.

PRELIMINARY OFFICIAL STATEMENT DATED NOVEMBER 10, 1978
NEW ISSUE

In the opinion of Bond Counsel, under existing statutes and court decisions, interest on the 1978 Series 10 Bonds is exempt from

Federal income taxes, and shall at all times be free from New York Stare and New York City personal income taxes.

$125,000,000
MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

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

1978 SERIES 10 BONDS

(Issued pursuant to the Second General Bond Resolution}

Dated November 15, 1978 Due July 1, 2008

Principal of and interest on the 1978 Series 10 Bonds are payable at the corporate trust office of .
New York, New York, or at the option of the holder at ,
unless registered. Interest on the 1978 Series 10 Bonds is payable July 1, 1979 and semi-annually thereafter on each
Tanuary 1 and July 1. The 1978 Series 10 Bonds will be issued as coupon bonds in the denomination of $5,000 each,
registrable as to principal only, or as fully registered bonds in the denomination of $5,000 or any integral multiple of $5,000.
Coupon and registered bonds are interchangeable as more fully described herein. For information which may affect the
market or market prices for and sources of payment of the 1978 Series 10 Bonds, see “ParT 1—INTRODUCTION” and the
references included therein.

The 1978 Series 10 Bonds are subject to redemption at the opticn of the Corporation on and after July 1, 1988, as a
whole on any date, or in part on any interest payment date or dates, at an initial redemption price of 102% of the principal
amount thereof, and from mandatory sinking fund instaliments, at a redemption price of 100% of the principal amount thereof,
plus, in each case, accrued interest to the redemption date, all as more fully described herein.

The Trustee under the Second General Bond Resolution (pursuant to which the 1978 Series 10 Bonds are to be issuced) is
United States Trust Company of New York.

% Term Bonds due July 1, 2008
Price V2

(Accrued interest to be added)

The 1978 Series 10 Bonds are payable from certain per capita State aid and, to the extent not required for payment of
ceriain other obligations of the Corporation, including bonds issued under the Corporation’s First General Bond Resolution,
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 fax. The Stafe is not bound or obligated to continue to appropriate
such per capita State aid or to continue the imposition of such taxes or to make the necessary payments of sach per capita
State aid or the necessary appropriations of the revenues derived from such taxes. The Corporation has no taxing power.
The 1978 Series 10 Bonds do not constitute an enforceable obligafion, or a debt, of either the State or the City, and neither
the State mor 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 principal of or interest on the 1978 Secries 10 Bouds.

The 1978 Serics 10 Bonds are offered when, as and if issued by the Corporation and received by the Underwriters and
subject to approval of legality by Hawkins, Delaficld & Wood, New York, New York, Bond Counsel to the Corporation.
Certain legal matters will be passed on for the Corporation by its General Counsel, Paul, Weiss, Rifkind, Wharton & Garrison,
New York, New York. It is expected that the 1978 Series 10 Bonds in definitive form will be available for delivery on or about
November 30, 1978. At the option of any underwriter, delivery will be available at the Depository Trust Company, New
York, New York.

The date of this Official Statement is November , 1978



No dealer, broker, salesman or other person has been authorized to give any information or to
make any representations, other than those contained in this Official Statement, and if given or made,
such other information or representations must not be relied upon as having been authorized. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of the 1978 Series 10 Bonds or any other securities of the Municipal Assistance
Corporation For The City of New York by any person, in any jurisdiction in which it is unlawful for
such person to make such offer, solicitation or sale, The information set forth herein has been
provided by such Corporation and by other sources which are believed to he reliable by such
Corporation, but it is not guaranteed as to its accuracy or completeness and is not to he construed
as a representation by the Underwriters. The information herein is subject to change without notice
and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has heen no change in the affairs of such Corporation
or of the State of New York or of The City of New York since the date hereof. This Official Statement
is submitted in connection with the sale of the securities referred to herein and may not be reproduced
or used, in whole or in part, for any other purpose,

IN CONNECTION WITH THE OFFERING OF THE 1978 SERIES 10 BONDS, THE UNDER-
WRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN
THE MARKET PRICE OF SUCH BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCON-
TINUED AT ANY TIME.
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OFFICIAL STATEMENT
OF
MUNICIPAL ASSISTANCE CORPORATION FOR THE CITY OF NEW YORK

(A Corporate Governmental Ageney and Instrumentality of the State of New York)
Relating to the Issue and Sale of
$125,000,000 of its
1978 Series 10 Bonds

PART 1—INTRODUCTION

The purpose of this Official Statement of the Municipal Assistance Corporation For The City of New
York (the “Corporation™) is to set forth information in connection with the offering of the Corporation’s
1978 Series 10 Bonds (the “1978 Series 10 Bonds™). Certain factors that may affect decisions to invest
in the 1978 Series 10 Bonds are described in this Official Statement and persons considering a purchase
of such Bonds should read this Official Statement in its entirety.

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, pursu-
ant to the New York State 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
agsisting The City of New York (the “City”) in providing essential services to its inhabitants without
interruption and in creating investor confidence in the soundness of the obligations of the City. To carry
" out such 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 pursnant 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 “PART II—VARIOUS
CoNTROL PROGRAMS™ and “PART 13— MANAGEMENT,”

The 1978 Séries 10 Bonds will be issued pursuant to the Act, the Corporation’s second general bond
resolution dated November 25, 1975 (the “Sccond General Bond Resolution™) and the series resofution
of the Corporation authorizing the 1978 Series 10 Bonds (the “1978 Series 10 Resolation”). For a
description of the Second General Bond Resolutlon see “PART 15—SUMMARY OF CERTAIN PROVISIONS
OF THE SECOND GENERAL BOND RE‘SOLUTION * All bonds which are or may. be issued under the Second
General Bond Resclution are herein collectwe[y referred to as the ““Second Resolution Bonds.”

The 1978 Series 10 Bonds are due July 1, 2008 and are sabject to redemption at the option of the
Corporation on and after JTuly 1, 1988 as a whole on any date, or in part on any interest payment date or
dates, and are subject to mandatory redemption by lot through operation of a sinking fund. Giving effect
to sinking fund redemptions, the average life of the 1978 Series 10 Bonds would be approximately

25% years calculated from November 15, 1978, For a more detailed description of the 1978 Series
10 Bonds, see the cover page of this Official Statement and “PART 7—BoNDS BEING OFFERED.”

Pursuant to the Act, the Corporation is authorized to issue bonds and notes in an aggregate principal
amount not exceeding $8.8 billion (exclusive of bonds and notes issued to refund outstanding bonds and

1



notes, and notes issued to meet the City’s seasonal borrowing requirements). After the issuance of the 1978
Series 10 Bonds (and giving effect to the prior issuance of the Corporation’s 1978 Series 11, 12 and 13
Bonds), the Corporation will have issued $6.192 billion aggregate principal amount of bonds and notes
under this test. The Corporation will have outstanding (excluding bonds that have been refunded) $2.5
billion aggregate principal amount of bonds issued under the Second General Bond Resolution, and
$3.132 billion aggregate principal amount of bonds issued under its General Bond Resolution- dated
July 2, 1975, as amended and supplemented (the “First General Bond Resolution™). The bonds that are
“or may be issued under the First General Bond Resolution (the “First Resolution Bonds”) have no
claim on the per capita State aid pledged to the payment of Second Resolution Bonds, but are payable
from and have a prior claim on revenues derived from certain sales and compensating use taxes imposed
by the State within the City and, if needed, the State stock transfer tax. See “PART 5—PROVISIONS
FOR PAYMENT OF THE BoNnbs” for a more detailed description of the revenues available for payment of
the 1978 Series 10 Bonds.

Recent Legislation Relating to the Corporation

In June 1978 and September 1978 State legislation was enacted (the “1978 Amendments”™) that,
among other things, amended the Act to increase from $5.8 billion to $8.8 billion the amount of bonds
and notes which may be issued by the Corporation and to expand the purposes for which the Corporation
may issue its obligations. Included in the additional purposes are (i) payments of moneys to the City
for any item that is permitted to be included in the City’s capital budget, (ii) payments that will have the
effect of reducing the City’s requirements for State advances of State assistance moneys payable to the
City, (iii) payments into a fund in connection with the Federal guarantee of obligations of the City or
the Corporation (the “Guarantee Fund”), and (iv) financing the City’s seasonal borrowing requirements.

In addition, the 1978 Amendments authorize and require the Corporation to include, with respect to
bonds or notes of the Corporation issued after September 28, 1978, including the 1978 Series 10 Bonds, a
‘covenant of the State (the “1978 State Covenant™) that the State will not take certain actions, including
any action that will substantially impair the authority of the Now York State Financial Control Board
(the “Control Board™) to act in specified respects with regard to the City. See “PART 10—LEGISLATION
AND AGREEMENTS RELATING TO THE DEBT IsSUANCE PLAN—State Legislation”, “PART 11—VARIOUS
CoNTROL ProGRAMS—Powers of the Corporation” and, with respect to the 1978 State Covenant and its
enforceability, “PART 12—AGREEMENT OF THE STATE OF NEW YORK.”

The 1978 Amendments also amended the Now York Staté Financial Emergency Act for the City
of New York (as amended, the “Emergency Act”) to, among other things, extend the duration of the
Control Board and modify its powers. See “PART 11—Varlous CONTROL ProGRams—Control Board.”

Debt Issuance Plan o ]

The sale of the Corporation’s 1978 Series 10 Bonds and the prior sale of the Corporation’s 1978
Series 11, 12 and 13 Bonds are among the initial steps in the implementation of a program to provide
necessary long and short-term financing to the City over the next four fiscal years, during which time the
City expects to follow a plan designed to bring its expense budget into balance in accordance with generally
accepted accounting principles (“GAAP”), to reducc its seasonal borrowing requirements, to provide
funds for capital expenditures and to enable the City to regain access to the public credit markets.
Sec “PART 9—CERTAIN DEVELOPMENTS AFFECTING THE CiTy—Four Year Financial Plan: Fiscal
Years 1979-1982.”

The four year financing plan (the “Debt Issuance Plan”) includes four long-term financing com-
ponents: (1) the sale of up to $1.8 billion of the Corporation’s Second Resolution Bonds to various
New York City commercial banks, savings banks and insurance companies (the “Financial Institutions™)
and four City employee pension funds (the “City Pension Funds”); (2) the sale of up to $750
million federally guaranteed City bonds to the City Pension Funds and two State employee pension
funds (the “State Pension Funds”); (3) sales to the public of up to $1 billion of the Corporation’s
bonds; and (4) sales to the public of up to $950 million of City bonds that are not federally guaranteed
{or, if neither the City nor the Corporation is able to sell its bonds fo the public in sufficient amounts
on reasonable terms to fulfill this element of the Plan, private sales to the City and State Pension Funds
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of up to $900 million of federally guaranteed City bonds). The sales to the Financial Institutions and
City Pension Funds of the Corporation’s bonds are to be made pursuant to an agreement dated
November , 1978 among the Corporation, the Financial Institutions and the City Pension Funds
(the “Financing Agrecment”). The Federal guarantee of the bonds of the City, authorized by the New
York City Loan Guarantee Act of 1978, Public Law 95-339 (the “Federal Guarantee Act”), is to
be made pursuant to an agreement dated November , 1978 among the United States of America,
the City, the State, the Control Board and the Corporation (the “Agreement to Guarantee”) and the
purchase of such guaranteed City bonds (the “Guaranteed City Bonds”) is to be made pursuant to
an agreement dated November , 1978 among the United States of America, the City and the City
and State Pension Funds (the “Guaranteed Bond Purchase Agreement”) ({together, the “Guarantee
Agreement”).

In addition, the City’s 1979 seasonal financing requirements are to be met by the loans to the
City of np to an aggregate of $750 million evidenced by the City’s short-term notes (which are not to
be federally guarantecd) by the City Pension Funds and the commercial banks that are among the
Financial Institutions (the “Commercial Banks”) purswant to an agreement among such purchasers
and the City dated November , 1978 (the “Scasonal Agreement”). This commitment will be
reduced by the amount of any notes issued by the City or by the Corporation for seasonal financing
purposes.

The Corporation belicves that the Debt Issuance Plan can be successfully implemented; however,
its implementation is subject to the conditions imposed by Federal and State legislation relating to such
a program and to the numerous and complex conditions contained in the Financing Agreement, the
Guarantee Agreement and the Seasonal Agreement. Certain of such conditions may be difficult to
tulfill and many conditions are not within the control of the Corporation. Among such conditions are
the requirement that the City adopt and adhere to operating budgets for fiscal year 1982 and thereafter
balanced in accordance with GAAP {(and make substantial progress toward that goal during fiscal
years 1979 through 1981}, that the 1978 State Covenant and specified portions of the Emergency Act
shall not have been rendered invalid or unenforceable in whole or in material part by any judicial
decision or action of the State, and that substantially all the purchases scheduled to have been made
pursuant to the Debt Issuance Plan shall have been made.

For more detailed information on the Debt Issuance Plan, see “ParRT 2—FOUR YEAR DEBT Issu-
ANCE PLAN.” For a description of the Financing Agrecment, Guarantee Agreement and Seasonal
Agreement, see “ParT 10—LEGISLATION AND AGREEMENTS RELATING TO THE DEBT [SSUANCE PLAN.”

Sales Under Debt Issuance Plan and Market Overhang

On November , 1978 the Financial Institutions and the City Pension Funds made their initial
purchases under the Financing Agreement of $401 million of the Corporation’s 1978 Series 11, 12 and 13
Second Resolution Bonds (the “1978 Private Series Bonds™).

The 1978 Private Series Bonds, sold at par, consist of the following:
Series 11: $139,525,000, *% Term Bonds due July 1, 1998
Series 12: $ 60,375,000, *9 Term Bonds due July 1, 1998
Series 13: $201,100,000 Serial Bonds as follows:

Due Due

Tuly 1 Amount Rate July 1 Amount Rate
1985 $ 6,850,000 *0% 1992 $ 17,600,000 *%
1986 9,800,000 1993 21,550,000

1987 9,800,000 1994 26,500,000

1988 16,700,000 1995 31,500,000

1989 16,740,000 1996 . 2,950,000

1990 17,650,000 1997 2,900,000

1991 17,650,000 1928 2,950,000

* Although the Corporation and the Financial Institutions and City Pension Funds had agreed on
August 8, 1978 to interest rates for the 1978 Series 11 and 12 Bonds of 8%4% and to a net interest
cost for the 1978 Series 13 Bonds of 8%4 % (assuming issuance of all such series Bonds at par), such
interest rates are now under renewed discussions among the parties to the Financing Agreement. Such
discussions will conclude and final terms of such bonds dectermined and publicly announced prior to
the issuance of a final Official Statement.
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The 1978 Private Series Bonds, taken as a whole, have an average life of 13.1 years from their
date of issuance. Although the Financial Institutions (including the Commercial Banks that are
managing and other underwriters of this offering and the Trustee, which is also a Commercial Bank}
and the City Pension Funds have agreed, to the extent permitted by law, not to sell, offer to sell, or
otherwise dispose of the 1978 Private Series Bonds without the consent of the Corporation and the
underwriters for a period days after the delivery of the 1978 Private Series Bonds, the
underwriters, the Financial Institutions and the City Pension Funds may offer or selt all or a portion of
such Bonds following expiration of the day period. Any such offer or sale may have an
adverse effect on the market price of the 1978 Series 10 Bonds. For further information with respect to
the Financing Agreement, see “PART 10—LEGISLATION AND AGREEMENTS RELATING TO THE DEBT
IssuaNCE PLaN—Financing Agreement.”

Commercial Banks, some of which are also underwriters of this offering, hold substantial amounts
of bonds of the Corporation and the City, and such banks may, from time to time during and after the
time when the 1978 Series 10 Bonds are being offered to the public, purchase and sell bonds of the
Corporation and the City for their own respective accounts or for the accounts of others.

Additional Limitations on Bond Issuance

The Corporation has included in the 1978 Series 10 Resolution, and in certain other resolutions, a
covenant that it will not issue any additional obligations under the First General Bond Resolution if such
issuance would cause maximum annual debt service on all obligations issued and outstanding under the
First General Bond Resolution to exceed $425 million (with certain adjustments with respect to up to
$25 million of small denomination Notes). In addition, the Corporation has covenanted to impose an
additional coverage test for the issuance of additional Second Resolution Bonds, including the 1978 Series
10 Bonds and the 1978 Private Series Bonds, increasing required coverage from 1.2 times to 2 times.

Under the Financing Agreement, the Corporation has agreed with the purchasers of the 1978 Private
Series Bonds that, while the Financing Agreement remains in effect and unless such provision is waived
or amended, the aggregate principal amount of the Corporation’s bonds and notes outstanding under the
First and Second General Bond Resolutions shall not exceed $8.8 billion. Such provision also restricts
the Corporation’s issuance of bonds other than pursuant to the First or Second General Bond Resolution
and subjects its issuance of short-term notes (which are subordinate to obligations issued under the First
or Second Bond Resolution) to the same two-times coverage test imposed on Second Resolution Bonds.
For a description of these and other limitations, see “PART 7—BoNDs BEING OrreRED—Additional Bonds
and Notes.” The Corporation has further agreed with the purchasers of the 1978 Private Series Bonds
that, in certain circumstances after the 1982 fiscal year, if the State breaches the 1978 State Covenant
or if specified provisions of the Emergency Act are declared invalid by judicial decision, at the request
of Financial Institutions or Pension Funds who are holders of a specified percentage of certain bonds sold
pursuant to the Financing Agreement, the purposes for which the Corporation may issue its bonds may
be limited, as described in “PART 10—LEGISLATION AND AGREEMENTS RELATING TO THE DEBT

IssuaNCE PLa~n—Financing Agreement.”

Payment of the Second Resolution Bonds

The Second Resolution Bonds, including the 1978 Series 10 Bonds, are general obligations of the
Corporation, payable from any available revenues of the Corporation not otherwise pledged, as well as
from any revenues of the Corporation pledged to the payment of the Second Resolution Bonds.

As described herein, the Corporation’s revenues pledged to the payment of the Second Resolution
Bonds are derived from three sources: Per Capita Aid, the Sales Tax and the Stock Transfer Tax. “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 of the Corporation derived from the Sales Tax
and the Stock Transfer Tax are pledged to the payment of the Second Resolution Bonds only to the
extent that such revenues are not required to meet debt service and capital reserve fund requirements
on obligations issued under the First General Bond Resolution. '
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The methods by which the Corporation receives its revenues are established by State law. The
Finance Law provides that, subject to annual appropiiation by the State Legislature, Per Capita Aid is
apportioned and paid from the Local Assistance Fund in the State’s General Fund, after certain prior
statutory claims have been satisfied, first into a special account established for the benefit of the Corpora-
tion (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 the Chairman of the Corporation certifies are necessary to meet the debt service and
capital reserve fund requirements established by the Act and the Second General Bond Resolution for the
Second Resolution Bonds. See “PART 6—DEBT SERVICE PAYMENT REQUIREMENTS AND ESTIMATED
CovERAGE RAaTios—Adjusted Per Capita Aid.”

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”). Subject to annual
appropriation by the State Legislature, and only after meeting debt service and capital reserve fund
requirements on obligations of the Corporation issued under the First General Bond Resolution, to the
extent that amounts in the Special Aid Account are insufficient to meet obligations of the Corporation with
respect to the Sccond Resolution Bonds, moneys in the Special Tax Account are to be paid to the
Corporation at such times and in such amounts as its Chairman certifies are necessary to meet the debt
service and capital reserve fund requirements established by the Act and by the Second General Bond
Resolution. for the Second Resolution Bonds.

If the aggregate amount in the Special Aid Account and the Special Tax Account is insufficient to
meet debt service and capital reserve fund requirements for the Second Resolution Bonds, the Finance
Law provides that collections of the Stock Transfer Tax, on deposit in the stock transfer tax fund estab-
lished under such Law (the “Stock Transfer Tax Fund”), shall be transferred, subject to appropriation
by the State Legislature, to the Special Tax Account for payment to the Corporation in the same manner
and subject to the same conditions and priorities as collections of the Sales Tax,

The State Legislaturc appropriated Per Capita Aid and the Sales Tax and Stock Transfer Tax for the
benefit of the Corporation for each of the State’s fiscal years since 1976, including the State’s 1979 fiscal
year, and it is expected, but the Corporation has no assurance, that the State Legislature will make such
appropriations for subsequent fiscal years. See “PART 5—PROVISIONS FOR PAYMENT OF THE BoNDs—
Appropriation By Legislature.” (The State’s fiscal year ends March 31 in each year. The fiscal years of
both the Corporation and the City end June 30 in each year.)

Amounts paid to the Corporation from the Special Aid Account, and from the Special Tax Account
as referred to above, are deposited into the bond service fund and capital reserve fund established under
the Second General Bond Resolution and held by the Trustee (the “Bond Service Fund” and “Capital
Reserve Aid Fund,” respectively). The Second Resolution Bonds are secured by an equal charge and a first
lien on all moneys and securities in the Bond Service Fund and the Capital Reserve Aid Fund. The
amount required to be deposited in the Bond Service Fund for any fiscal year is the amount needed to pay
principal (including Sinking Fund Installments), intcrest and any redemption premium maturing or
otherwise coming due on all outstanding Second Resolution Bonds during such fiscal year. The amount
required to be on deposit in the Capital Reserve Aid Fund for any calendar year is a fixed percentage of
principal (including Sinking Fund Installments) and interest maturing or otherwise coming due on
outstanding Second Resolution Bonds during a specified calendar year.

For a more detailed description of the funds to be used to pay the principal of and interest on the
Second Resolution Bonds, sec “PART 5-—PROVISIONS FOR PAYMENT OF THE BONDSs.”

Per Capita Aid, Tax Revenues and Debt Service

Per Capita Aid apportioned and paid into the Special Aid Account and paid to the Corporation, and
(to the extent not required by the Corporation) the City, with respect to the Corporation’s 1978 fiscal
year was approximately $434 miilion. This amount was subjeci to reduction by prior claims to Per
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Capita Aid, but no claims were asserted. Potential prior claims are described under “PART 6—DEBT
SERVICE PAYMENT REQUIREMENTS AND ESTIMATED COVERAGE RaTiOS—Adjusted Per Capita Aid.”

Collections of the Sales Tax and the Stock Transfer Tax with respect to the twelve months ended
September 30, 1978, available for payment of the First and Second Resolution Bonds were approximately
$1.26 billion (excluding the 25% surcharge formerly imposed on the Stock Transfer Tax, which surcharge
terminated July 31, 1978, and net of State expenses of administration and the Corporation’s estimated
operating expenses).

The debt service payment requirements on the outstanding First Resolution Bonds at present range
from a high of $378 million in the Corporation’s 1986 fiscal year to a low of $299 million in the Cor-
poration’s 1982 fiscal year. After issuance of the 1978 Series 10 Bonds, and after giving effect to the
issuance of the 1978 Private Series Bonds, debt service payment requirements on the then outstanding
Second Resolution Bonds will range from a high of $322 million in the Corporation’s 1989 fiscal year
to a low of $17 million in the Corporation’s 1999 fiscal year. For further information with respect to

‘the Corporation’s revenues and debt service, as well as estimated coverage ratios, and the effect of

additional issuances by the Corporation under the Debt Issuance Plan, see “PART 6-—DERT SERVICE
PAYMENT REQUIREMENTS AND ESTIMATED COVERAGE RATIOS.”

Certain Factors

The Corporation believes that the market for, the market price of and the sources of payment of the
1978 Series 10 Bonds may be affected by certain factors described elsewhere in this Official Statement.
Both the State and the City face serious potential long-term economic and demographic problems which
may affect the level of Per Capita Aid and the levels of collections of the Sales Tax and Stock Transfer
Tax in the future. If the financiags included in the Debt Issuance Plan are not completed on a timely
basis and an alternative financing plan is not developed, the market for and market prices of the Cor-
poration’s bonds, including the 1978 Series 10 Bonds would be likely to be adversely affected. For a
more detailed description of such problems and other factors, see “PART 8—CERTAIN DEVELOPMENTS
AFFECTING THE STATE”, “PART 9—CERTAIN DEVELOPMENTS AFFECTING THE CITY” and “PART 10—
LEGISLATION AND AGREEMENTS RELATING TO THE DEBT ISSUANCE PLAN.” ‘

PART 2—FOUR YEAR DEBT ISSUANCE PLAN

The Corporation, in conjunction with the City, has developed the Debt Issuance Plan to provide
approximately $4.5 billion of long-term financing for the City during the 1979 through 1982 fiscal years.
For a description of the City’s financial plan for such fiscal years, see “PART 9—CERTAIN DEVELOPMENTS
AFFECTING THE CITYy—Four Year Financial Plan: Fiscal Years 1979-1982.” The funds to be provided
by the Debt Issuance Plan are expected to be used to fund the following items: $2.3 billion for the City’s
capital needs; $900 million for certain expense items permitted to be included in the City’s capital budget
under State law during the period of the phase-out of such items from the capital budget but not per-
mitted to be included under GAAP; $600 million to refund prior to their maturity certain outstanding
bonds of the Corporation; $300 million to fund the Corporation’s capital reserve funds and the Guaran-
tee Fund; and $400 million to reduce the need for an advance from the State to the City of State
assistance moneys, an advance made by the State in each of the City’s 1975 through 1978 fiscal years
in the amount of $800 million.

The Debt Issuance Plan provides for the sale of an aggregate of $1.8 billion of the Corporation’s
Second Resolution Bonds to the Financial Institutions and the City Pension Funds pursuant to the
Financing Agreement and for the sale to the public of $1 billion of the Corporation’s bonds. In addition,
$750 million is to be provided by the sale of Guaranteed City Bonds to the City and State Pension Funds
pursuant to the Guarantee Agreement. The final $950 million of the $4.5 billion is to be provided by the
sale to the public in the 1981 and 1982 fiscal years of City bonds that are not federally guaranteed.
If neither the City nor the Corporation is able to sell its bonds to the public in the amounts planned on
reasonable terms in fiscal years 1981 and 1982, the City and State Pension Funds have agreed to pur-
chase up to an additional $900 million of Guaranteed City Bonds pursuant to, and subject to the conditions

of, the Guarantee Agreement.
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The year-by-year sources of funds under the Debt Issuance Plan are set forth on the following

schedule;
DEBT IssuaNCE PLAN

Sources of Funds
Fiscal Years Ending June 30, 1979-1982
Source 1979 1980 1981 1982 Total

Private Placements of the Corpora- (Dollars in thousands)

tion’s Bonds

City Pension Funds ........ $ 60425 $ 222,240 $222,240 $120,095 $ 625,000
Commercial Banks ......... 60,425 222,240 222240 120,095 625,000
Savings Banks ............ 75,000 75,000 75,000 75,000 300,000
Insurance Companies ....... 205,150 17,520 17,520 9,510 249,700
Subtotals ............... 401,000 537,000 537,000 324,700 1,799,700

Sales to the Public of the Corpora-
tions Bonds ................ 500,000 500,000 — — 1,000,000

Private Placements of Guaranteed

City Bonds

City Pension Funds ........ 250,000 125,000 — — . 375,000
State Pension Funds ....... 250,000 125,000 —_ — 375,000
Subtotals ............... 500,000 250,000 — — 750,000
. Sales to the Public of City Bonds . . — — 300,000 650,000 950,000
Total Sources ........... $1,401,000 $1,287,000 $ 837,000 $974,700 $4,499,700

In addition, in order to provide short-term seasonal financing to the City during its current fiscal
year, the Commercial Banks and the City Pension Funds have agreed to foan to the City in this fiscal
year up to $750 million evidenced by seasonal notes of the City (the “1979 Seasonal Notes”) pursuant
to the Seasonal Agreement. The 1979 Seasonal Notes will not be federally guaranteed and the amount
of 1979 Seasonal Notes to be purchased under the Seasonal Agreement will be reduced by the amount
of any seasonal notes sold by the City other than pursuant to the Seasonal Agreement or by the
Corporation. '

The Financing Agreement, the Guarantee Agreement and the Seasonal Agreement (collectively,
the “Agreements”) were executed, and the initial purchases provided for in the Financing Agreement
and the Guarantee Agreement were made, on November , 1978; $401 million of Second Resolution
Bonds were sold under the Financing Agreement and $200 million of Guaranteed City Bonds were
sold under the Guarantee Agreement.

The Corporation believes that the Debt Issuance Plan can be successfully implemented; however,
the obligations of each of the purchasers to make the further purchases called for by the Agrecments
and the obligation of the United States to issue guarantees under the Guarantce Agreement are condi-
tioned upon completion of substantially all purchases theretofore required under each of the Agreements.
In addition, purchases under each Agreement are subject to numerous and complex conditions imposed
by Federal and State legislation or contained in the Agreements. Certain of such conditions may be
difficult to fulfill, and many conditions are not within the control of the Corporation. Among such con-
ditions are the requirement that the City adopt and adhere to operating budgets for fiscal year 1982
and thereafter, balanced in accordance with GAAP (and meet certain statutory and contractual require-
ments with respect to its operating budgets during fiscal years 1979 through 1981}, that specified
portions of the Emergency Act shall not have been rendered invalid or unenforceable in whole or int
material part by any judicial decision or action of the State, and that substantially all the purchases
scheduled to have been made pursuant to the Debt Issuance Plan shall have been made. Accordingly,
no assurance can be given that the applicable conditions of the Agreements will in the future be satisfied,
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or if satisfied that such purchases will be made, or if such purchases are not made that the City will
be able to fulfill its financing needs from other sources.

For a description of the Agreements, certain of the conditions contained in the Agreements, and
the legislation authorizing such Agreements, see “PART 10—LEGISLATION AND AGREEMENTS RELATING
TO THE DEBT ISSUANCE PLAN.”

PART 3—OUTSTANDING DEBT OF THE CORPORATION

After the issuance of the 1978 Series 10 Bonds, and after giving effect to the delivery of $401 million
of 1978 Privaie Series Bonds to the Financial Institutions and City Pension Funds on November ,
1978, the Corporation will have outstanding $2.5 billion in Second Resolution Bonds and $3.132 billion
in First Resolution Bonds (excluding bonds that have been refunded}.

The holders of First Resolution Bonds have a claim prior to that of the holders of Second Resolution
Bonds on all amounts received by the Corporation from the State as payments from the Municipal
Assistance Tax Fund (which is the source of the Corporation’s revenues derived from the Sales Tax and
the Stock Transfer Tax). The holders of obligations issued under the First General Bond Resolution
have no claim, however, on Per Capita Aid received by the Corporation, which Per Capita Aid is a prin-
cipal source of payment for the Second Resolution Bonds.

As at September 30, 1978, there was on deposit in the Bond Service Fund and the Capital
Reserve Aid Fund $50.5 million and $216.1 million, respectively, for the payment of principal of
and interest on the Second Resolution Bonds, which armounts equal or exceed the amounts required
by the Act and the Second General Bond Resolution to be certified for and deposited in such Funds on
such date. After application of the proceeds of this offering, and giving effect to the application of the
proceeds of the sale of the 1978 Private Series Bonds, there will be on deposit $240.1 million in
the Capital Reserve Aid Fund, which amount exceeds the requirement of the Act. See “PART 4—USE OF

PROCEEDS.” . -

For additional information concerning the financial condition of the Corporation as at June 30, 1978
and as at September 30, 1978 and certain transactions occurring between September 30, 1978 and the
date hereof, see the audited financial statements of the Corporation as at June 30, 1978 and the
unaudited financial statements of the Corporation as at September 30, 1978, annexed hereto and “PART
21—FINANCIAL STATEMENTS.” :

"PART 4—USE OF PROCEEDS

The net proceeds of the sales of the 1978 Series 10 Bonds and of the 1978 Private Serics Bonds will
be §$ million and $401 million, respectively, providing aggregate net proceeds of $ .
Approximately $24 million of the aggregate net proceeds will be deposited in the Capital Reserve
Aid Fund established pursuant to the Act and the Second General Bond Resotution. As a result of
such deposit, the Capital Reserve Aid Fund under the Second General Bond Resolution will be
maintained at 100% of the debt service coming due in calendar year 1979 on the Second Resolution
Bonds. The Corporation intends in connection with any future issuances of its Second Resolution Boads
through the end of the 1980 calendar year to maintain the Capital Reserve Aid Fund at 100% of the debt
service coming due in the year of such issuance. The Act requires that as of calendar year 1981, 100%
of the succeeding calendar year’s debt service be maintained in such Fund. For further information with
respect to the Capital Reserve Aid Fund, see “PART 5—PROVISIONS FOR PAYMENT OF THE BONDS—
General” and “Restoration of Capltal Reserve Aid Fund.”

Approximately $47 million of such aggregate net proceeds will be depos1ted in the Cap1tal
Reserve Fund, established pursuant to the Act and the First General Bond Resolution, to bring such Fund
up to 75% of debt service due in calendar year 1979 on First Resolution Bonds, which is the level
required by the Act to be on deposit for calendar year 1979. Approximately $27 million of such
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aggrepate net proceeds will be deposited in the Guarantee Fund., See “PART 10—LEGISLATION AND

AGREEMENTS RELATING To THE DEBT Issuance Pran—State Legtslatmn” and “Federal Guarantee
Act.”

Of the balance of such aggregate net proceeds, approximately $400 million will be paid to the
City upon certification by the Mayor of the City (the “Mayor”) that such payment will have the effect of
reducing the City’s requirements for an advance by the State of State assistance moneys payable to the
City and approximately $ million will be paid to the City upon certification by the Mayor that
such payment will be used to pay expense items currently permitted to be included in the City’s capital
budget. Sec “PART 10—LEGISLATION AND AGREEMENTS RELATING TO THE DEBT ISSUANCE PLAN.”

PART 5—PROVISIONS FOR PAYMENT OF THE BONDS

General

The Second Resolution Bonds are general obligations of the Corporation payabie out of any
available revenues of the Corporation not otherwise pledged as well as any revenues of the Corporation
pledged to the payment of Second Resolution Bonds. The Second Resolution Bonds are entitled to a
first lien, created by the pledge under the Second General Bond Resolution, of all moneys and securities
paid or deposited into the Bond Service Fund and the Capital Reserve Aid Fund held by United States
Trust Company of New York, as trustee (the “Trustee”). Such moneys and securities include each of the
following: (i) amounts derived from Per Capita Aid received by the Corporation from the State as pay-
ments from the Municipal Assistance Staie Aid Fund (see “Municipal Assistance State Aid Fund” in this
Part 5) for deposit in the Bond Scrvice Fund and in the Capital Reserve Aid Fund; (ii) amounts derived
from the Sales Tax and the Stock Transfer Tax received annually by the Corporation from the State as
payments from the Municipal Assistance Tax Fund (after payment from such Fund to the Corporation of
the amounts required to be deposited in the Debt Service Fund, the Capital Reserve Fund and the
Operating Fund established by the First 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 (o the Governor and the State Director of the Budget,
of the sums necessary to restore the Capital Reserve Aid Fund to the required amount, see “Restoration
of Capital Reserve Aid Fund” in this PART 5); and (iv) any income or interest earned as a result of
investments of such amounts so deposited in such Bond Service Fund and Capital Reserve Aid Fund.
See “PART 1[5--SumMary ofF CERTAIN PROVISIONS OF THE SECOND GENERAL Bonp REsOLUTION.”
Holders of obligations of the Corporation, including the 1978 Series 10 Bonds, have no lien on moneys on
deposit in the Guarantee Fund. See “PART 10—LEGISLATION AND AGREEMENTS RELATING TO THE DEBT
IssuaNcE PLaN—Federal Guarantee Act.”

Payment of the amounts referred to in clauses (i) and (ii) above will be subject to the certification,
not later than February 12 in each year or thereafter if revision'is required, by the Chairman of the
Corporation to the State Comptroller and to the Mayor of a schedule setting forth the cash require-
ments 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 interest
on and all principal of and rcdemption premium, if any, maturing or otherwise coming due during
the fiscal year beginning on the following July 1 on all outstanding Second Resolution Bonds and the
total amount required to be deposited in the Capital Reserve Aid Fund during such fiscal 'vear in order
to maintain the Capital Reserve Aid Fund at the required amount. The amount required to be on deposit
in the Capital Reserve Aid Fund for a specified calendar year is a- fixed percentage of the interest and the
principal (including sinking fund installments} maturing or otherwise coming due during such calendar
year on all outstanding Second Resolution 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 vears 1978, 1979 and
1980 are 50%, 75% and 100% of the requirements for such years, respectively. Beginning in 1981,
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the fixed percentage is 100% of the succeeding calendar year’s debt service requirements. As stated
above, the Corporation will deposit in the Capital Reserve Aid Fund from the proceeds of the 1978 Series
10 Bonds an amount sufficient to maintain the balance therein at 100% of the debt service coming due in
calendar year 1979 on the Second Resolution Bonds. Pursuant to the Act, moneys in such Fund shall
not be withdrawn therefrom at any time in such amounts as would reduce the amount of such Fund
to less than the amount of debt service on the Second Resolution Bonds becoming due in the succeeding
calendar year, except for the purpose of paying debt service on such Bonds becoming due and for the
payment of which other moneys of the Corporation are not available.

-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 such amounts have been appropriated by the State
Legislature or that revenues have otherwise been made available therefor by the State. See “Municipal
Assistance State Aid Fund” and “Municipal Assistance Tax Fund” in this PART 5. The source of moneys
in the Special Aid Accounts is the Per Capita Aid, which is appropriated by the Legislature from the Gen-
eral Fund of the State and is apportioned and paid on audit and warrant of the State Comptroller pursuant
to Section 54 of the Finance Law. The Per Capita Aid may be paid into the Special Aid Account only
after statutory claims on such aid having a priority over the claims of the Corporation have been paid.
Such prior statutory claims are described under “PART 6—DEBT SERVICE PAYMENT REQUIREMENTS
AND ESTIMATED COVERAGE RaTi0s.” The sources of moneys in the Special Tax Account are 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.

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 (at the time or times required
_ in each year) to the State Comptroller and to the Mayor schedules setting forth the cash requirements
of the Corporation 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 any corporate purposes of the Corporation. '

The 1978 Amendments authorize the Corporation to take certain actions with respect to City
obligations it holds. On November , 1978, in accordance with the Act and the Guarantee Agreement,
the Corporation presented to the City for cancellation without payment the tax and- revenue anticipation
notes and budget notes of the City that it then held. On or before March 31, 1979, the Corpora-
tion, as required by the Guarantee Agreement, expects to surrender all City bond anticipation notes it
holds to the City for cancellation or in exchange for City bonds or to enter into an agreement with the
City satisfactory to the Secretary of the Treasury of the United States of America (the “Secretary™)
with respect to payment of such notes. Under the Act, the Corporation may not present City
bonds to the City for cancellation without receiving payment of principal and interest thercon
or exchanging such bonds for other bonds. See “PART 11—VaARioUs CONTROL PROGRAMS—Powers
of the Corporation.” The amount the Chairman is required to certify for debt service on the
Second Resolution Bonds may not be reduced by any amounts payable to but not yet received’
by the Corporation in respect of obligations of the City but may be reduced to the extent that such moneys
are received and deposited in the Bond Service or Debt Service Fund. 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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The following chart illustrates the flow of money as described above:
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Neither the Corporation nor the holders of the Second Resolution Bonds have any lien on the moneys
in the Special Aid Account or Special Tax Account. Any provisions of the Second General Bond
Resolution and the Second Resolution 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 1nstrumenta11ty of the State and not of
the City. The Corporation has no taxing power. The Second Resolution Bonds do not constitute. an
enforceable obligation, or a debt, of either the State or the City, and neither the State nor the Clty is
liable thereon. Neither the faith and credit nor the taxing power of the Statc or the City is pledged to
the payment of pr1n01pal of or interest on the Second Resolutlon Bonds,

-Approprmt:on By Legtslature

Per Capita Aid is subject to appropriation by the State Legislature for the benefit of the Clty, 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; how-
ever, the State Legislature may not be bound in advance to make any appropriation, ~Under the
State Constitution, an appropriation of State funds must be paid out within two years of the date of
the appropriation act so that such aid and taxes may not be appropriated by a current Legislature for
future years. 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 current fiscal year. It is expected, but
the Corporation has no assurance, that the State Legislature will make such appropriations for sub-
sequent fiscal years, see “PART S—CERTAIN DEVELOPMENTS AFFECTING THE STATE »

The Sales Tax is now imposed at the same rate and upon substantially the same base as ‘the previously
imposed City sales tax. Under the Finance Law, the Sales Tax 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 Comptroller pay over and distribute any moneys in
the Special Tax Account (other than the amount to be deducted for admlmstermg, collecting and dis-
tributing the Sales Tax) to any person other. than the Corporation unless and until the aggregate of all
cash requ1rements of the Corporatlon as certified to the State Comptro]ler has been appropriated and
has been paid to the Corporation in full. Provisions of the Fmance Law similarly restrict the use of
moneys in the Special Aid Account in the Municipal Assistance State Aid Fund by the State Comptroller
The Special Aid Account is also a.special fund of the State.

The Corporation. believes that any failure by the State Leglslature 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. ,

Article 7, Section 16 of the State Constitution provides that if the State Legislature shall fail to make
an appropriation for the payment of principal of and interest on State debt obligations, including sinking
fund payments, as the same shall fall due, the State Comptroller “. . . shall set apart from the first
revenues thereafter received, applicable to the general fund, of the State, a sum sufficient to pay such
.interest, installments of 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 alf taxes and revenues that would otherwise be payable
into the General Fund of the State {with certain itemized exceptions) in a note repayment account for
the purpose of paying the principal of and interest on, certain State tax and revenue anticipation notes.
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In the opinion of Bond Counsel, under existing law, upon any failure of the State Legislature to
mizke 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 revenues 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 sct 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 Tax and the Stock Transfer Tax which are to be deposited inte 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 Comptroller either for the payment of State obligations or for deposit into such
note repayment account. Iowever, the source of moneys in the Special Aild Account is the apportion-
ment and payment of Per Capita Aid from the General Fund of the State and upon a failure of the State
Legislature to make the appropriation to pay State debt obligations, moneys applicable to the General
Fund of the State and othcrwise available for the apportionment and payment of Per Capita Aid will
be subject to being set apart or applied by the State Comptroller to pay State obligations.

Although the Special Aid Account is a special fund of the State, the moneys in such Account are
derived from the General Fund of the State and it is unclear whether such moneys would be subject to
being set aside by the State Comptroller pursuant to either Section 55 of the Finance Law or Article 7,
Section 16 of the State Constitution. ' '

Municipal Assistance Staie Aid Fund

The Municipal Assistance State Aid Fund has been established by the Finance Law and is in the
custody of the State Comptrolier. Within the Municipal Assistance State Aid Fund, the Special Aid
Account is established for the benefit of the Corporation. Subject to appropriation by the State Legis-
lature, the Special Aid Account rcceives revenues from the Per Capita Aid after certain claims having
a priority on the payment of such aid have been satisfied. TFor a description of such prior claims, sze

S 4PART 6-—DEBT SERVICE PAYMENT REQUIREMENTS AND ESTIMATED COVERAGE RATIOS.”

The Act provides that any provision therein or in any agreement by the Corporation with the holders
of the Corporation’s sccurities 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 Comptroller 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
payment from the Special Tax Account, subject to prior claims thereon with respect to obligations issued
under the First General Bond Resolution and the Operating Fund requirements, to the Corporation of
an amount equal to the deficiency. See “Municipal Assistance Tax Fund” in this ParT 5.

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 certify to the
State Comptroller and the Mayor the amount of cash required by the Corporation in order for it to meet
its obligations payable from the Bond Service Fund as they become due and to maintain the Capital Re-
serve Aid Fund. Pursuant to the Finance Law, the State Comptroller may not disburse amounts
from the Special Aid Account (or the Special Tax Account) to the City or any other entity so long as a
certified amount required to be paid remains unpaid.
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Pursuant to the Act and as provided in the Second -General 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 and the Special Tax Account to be
made on or before January 15, April 15, June 25 and October 15 in each year. Moneys on deposit
in the Special Aid Account in excess of the amount certified by the Chairman as required by the Corpora-
tion are paid to the City. Although quarterly payments of Per Capita Aid are provided for by the
Finance Law, substantially all of the Per Capita Aid payable to the Corporation (and, to the extent
not required by the Corporation, payable to the City) is paid on an annua! basis as part of the June 25
payment. That portion of the June 25 payment of Per Capita Aid not required by the Corporation
is paid to the City on June 30. Subject to appropriation by the State Legislature, the debt service
payments due on January 1 and July I in each fiscal year of the Corporation will be paid from moneys
on deposit in the Bond Service Fund received from payments from the Special Aid Account and from
the Special Tax Account, which payments are expected to aggregate the total debt scrvice payments
required to be made in such year, see “PART 15—SumMMaRY OF CERTAIN PROVISIONS OF THE SECOND
GENERAL Bonbp REsoLUTION—Maintenance of Certain Funds.”

The State 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 or refusal of the State to continue to apportion and pay Per
Capita Aid, as the laws relating to Per Capita Aid may be amended, or the failure of the State to
maintain the existence of the Municipal Assistance State Aid Fund or the Special Aid Account or a
reduction by the State of the amount of Per Capita Aid, as so amended, payable during any fiscal year
to an amount less than the amount of principal and interest maturing or otherwise coming due in such
fiscal year or any future fiscal year, or (ii) the failure of the State Comptroller to pay to the Corpora-
tion 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
Second Resolution Bonds. See “PART 15—S8SUMMARY OF CERTAIN PROVISIONS OF THE SECOND GENERAL
BoND REsoLUTION—Events of Default.”

The State Comptroller may in his discretion invest revenues on deposit in the Special Aid- Account
in obligations of the United States or of the State or in obligations the principal of and lnterest on
which are guaranteed by the United States or by the State

Per Capita Aid

The determination of the amount of Per Capita Aid payable in any year is a legislative act based
on complex: statutory formulae which take into account the distribution of the State’s population, the
total assessed valuation of real property taxable within the State as modified to reflect the appropriate
equalization rate, personal income, and the 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 1946. The
State Legislature may amend or repeal the statutes relating to the payment of Per Capita Aid and the
formulae for the determination of the amount of Per Capita Aid. Such amendments could result in the
increase or decrease of the amount of Per Capita Aid. available for the payment of debt service on Second
Resolntion Bonds. The State Legislature may also make no appropriation of Per Capita Aid, The
financial condition of the State may affect the amount of Per Capita Aid payable. o

Payments of Per Capita Aid, upon’certification of the State Board of Equalization and Assessment,
are apportioned and paid to the Special Aid Account on audit and warrant of the State Comptro]ler out
of moneys appropriated by the State Legislature for such purpose.

The State has appropriated moneys which have been apportioned among local governmental entities,
including the City, in each year since 1946 and has provided some measure -of assistance to local
governments since 1800. The following table, which is based on data obtained from the City Office of
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Management and Budget, the State Comptroller’s office and the State Division of the Budget, indicates

the aggregate payments of Per Capita Aid apportioned and paid to the City aad, since 1976, to the
Corporation for the nine fiscal years ended June 30, 1973:

Prr CarPrta A

{Dollars in thousands)

1970 ... ... ... $204,800 1975 ... . L $405,118

1971 ... ... ... 323,900(a) 1976 ... .. ... 434,311

1972 ... L 272,250 1977 ..o oo 434,311(b)
1973 ... .. ... 331,780 1978 ... et 434,324(b) (c)
1974 .. ... .0 360,870

(a) Includes a non-recurring increase in Per Capita Aid apportioned because of an acceleration of
payment otherwise to be made in 1972,

(b) Reflects State’s ceiling on Per Capita Aid payments at the 1976 level, with certain minor
modifications applicable to 1978 payments.

(c) An additional $49.276 million was paid into the Special Aid Account in October 1978, which
amount is (together with the $434.324 million previously paid) attributable to the State’s 1979 fiscal year.

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 Finance Law provides for
the appropriation of the Sales Tax by the State Legistature (although the State Legislature is not obligated
or bound to make such appropriation) (i) to the Corporation in order to enable the Corporation to fulfilt
the terms of any agreements made with the holders of the Corporation’s obligations 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 Second
Resolution Bonds and to carry out its corporate purposes, and (iii} to the City, to the extent of any
balance. The Act provides that any provision therein or in any agreement by the Corporation with the
holders of the Corporation’s obligations which relates to certain taxes, including the Sales Tax and the
Stock Transfer Tax, or to certain funds, inclading the Municipal Assistance Tax Fund and the Special Tax
Account, shall be deemed cxecutory only to the exteni 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,

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 certify (in
addition to the certifications required under the First General Bond Resolution ), 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 at
the required level. Pursuant to the Finance Law, 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.

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
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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. See “Stock Transfer Tax” in this PART 5.

Pursuant to the Act and as provided in the Second General Bond Resolution, the foregoing
certification procedure provides for payments to the Corporation for deposit in the Bond Setvice Fund and
the Capital Reserve Aid Fund from the Special Tax Account at such times and in such amounts as
shall be necessary to enable the Corporation to meet its debt service and Capital Reserve Aid Fund
requirements, subject to the prior payment from the Special Tax Account to the Debt Service Fund and
Capital Reserve Fund established and maintained under the First General Bond Resolution with respect
to obligations issued thereunder and Operating Fund requirements, For additional information concern-
ing the certification procedure, see “PART 15—SUMMARY OF CERTAIN PROVISIONS OF THE SECOND
GENERAL BonDp REsoLUTION—Maintenance of Certain Funds.”

The amount of revenues received from the Sales Tax must, upon certification by the State
Commissioner of Taxation and Finance of the amount of revenues received, be deposited in the Special
Tax Account, regardless of the investment results of the State Comptroller pending such deposits. The
Commissioner of Taxation and Finance may invest moneys in the Stock Transfer Tax Fund in accordance
with the 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 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 gnaranteed by the United States or by the State.

The Sales Tax and the Stock Transfer Tax do not require annual reenactment by the State Legisla-
ture, 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, kowever, provides that (i) the failure or refusal 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 the failure of the State to maintain the existence of the Special Tax Account or the Stock
Transfer Tax Fund, 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 Second Resolution Bonds.
See “PART 15—SUMMARY OF CERTAIN ProvisIONS oF THE SECOND GENERAL Bonp RESOLUTION—
Events of Default.”

Sales Tax

Under the Tax Law, in addition to the 4% sales and compensating use taxes levied statewide, the
Sales Tax is imposed within the City at the rate of 4% 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, and (e) sales of food or beverages in or by restaurants, taverns and similar establish-
ments and by caterers; (ii) certain admission, entertainment, cover, minimum and club charges or
dues; and (iii) the use within the City of certain tangible personal property and services. The Sales Tax
is also imposed on receipts from sales of the service of providing in the City parking, garaging or storing
for motor vehicles at the rate of 6%. The Sales Tax is subject o 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
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tax are necessarily indicative of future receipts. The primary cause of the growth of sales tax collec-
fions in recent years has been inflation. The City has, however, experienced adverse trends in cerfain
economic and demographic factors which contributed in some years to a slowing of the growth
rate of sales tax collections. Employment in the City decreased by 9.8% between 1970 and July
1978, as compared to an incrcase of 20.1% for the United States. The City’s unemployment rate, unad-
justed for seasonal factors, rose from 4.8% in 1970 to a peak of 11.1% in January 1977 and has since
declined to 8.8% as of July 1978. The seasonally adjusted unemployment rate for the United States
increased from 4.9% in 1970 to a peak of 9.1% in February through May 1975, and has sincc
declined to 6.2% as of July 1978. The population of the City is estimated to have decreased by
approximately 7% between 1970 and June 1978 as compared to a population increase of 6.9% for
the United States. (The sources statistics referred to in this paragraph are the New York State
Department of Labor, the U.S. Department of Labor, Bureau of Labor Statistics and the U.S. Depart-
ment of Commerce, Burean of the Census. Statistics for 1970 are annual averages.) See “PART 9—
CERTAIN DEVELOPMENTS AFFECTING THE CITY.”

If negative trends continue or accelerate, Sales Tax collections may be adversely affected. The
Corporation believes that it is not 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 col-
lections. Collections of the Sales Tax and the sales and compensating use taxes previously imposed by
the City have increased in each of the last ten years.

Generally, vendors of any item including services, the sale of which is subject to the imposition
of the Sales Tax, are required to file teturns and pay this tax 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, those large vendors with taxable receipts of $300,000 or more in any quarter of the preceding
four quarters, are required to file monthly returns on an historical basis and make monthly payments
in addition to filing regular quarterly returns to reconcile their monthly returns with their actual receipts.
The same filing requircment was imposed upon vendors with taxable receipts of $100,000 or more
in any quarter of the preceding four quarters from September 1, 1977 to February 28, 1978, but has
since been repealed. In addition, such vendors with receipts of $300,000 or more are required to prepay
estimated Sales Tax liability for the month of March by March 20 and payments required to be made by
April 20 are reduced by the amount of such March estimated payments.

Under the Finance Law, the Sales Tax revenues payable to the Special Tax Account in the
Municipal 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 Taxation
and Finance is required to certify to the State Comptroller the amount of all Sales Tax revenues
received, after deduction of administrative costs, during the prior month as a result of the Sales Tax
and all interest and penalties imposed. In addition, on or before the Tast day of Junme, the Com-
missioner is required to certify the amount of such revenues received during the first 25 days of June.
All such amounts are required to be deposited by the State Comptroller in the Special Tax Account.
Payments from the Special Tax Account to the Corporation are subject to annual appropriation by
the State Legislature. Sec footnote (e) to the table below as to adjustments that may be made with
respect to the amounts deposited in the Special Tax Account.

The Sales Tax is imposed on substantially the same tax base as the sales and compensating use
taxes previously imposed by the City and collected by the State. A tax on sales of certain tangible
personal property and services had been imposed by the City since 1934. Such tax base does not include
certain additional limited sales taxes on particular services which the City is still authorized to impose.
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Quarterly State collections of the sales and compensating use taxes imposed by the City prior to
July 1, 1975, and of the Sales Tax imposed by the State since July 1, 1973, for the last ten fiscal
years of the City, after deductions of the costs of administration, collection and distribution, were as

follows:

QUARTERLY COLLECTIONS OF SALES AND COMPENSATING USE TAxEs IN THE CITY(a)

Fiscal Three Months Ended:
Year Ended
June 30 September 30 December 31 March 31 June 30 Total
(Dollars in thousands)

1969 ....... $101,388 $107,658 $113,507 $116,219 $438,772
1970 ....... 106,046 114,756 105,560 135,197 461,559
1971 ....... 114,093 121,190 129,224 130,138 494,645
1972 ....... 121,692 129,452 132,033 135,490 518,667
1973 ....... 130,857 129,541 146,528 142,258 549,184
1974 . ...... 135,272 141,973 151,575 151,978 580,798
1975(b) 173,824 198,990 212,671 201,715 787,200
1976(b) 194,560(c) 193,690 247,203(d) (e) 167,155(d) (e) 802,608
1977(b) 215,794(e) 210,383(e) 248,927(d) (e) 183,280(d}(e) 858,384
1978(b) .... 221,815(e) 232,291 (e)(f) 274,585(d) (e) (f) 190,044(d) (&) 918,735
1979(b) . .... 232,732(e)

Source: State Department of Taxation and Finance.

(a) The tabular figures have been adjusted through March 1978 to reflect overpayments or
underpayments of both sales and compensating use taxes imposed by the City prior to July 1, 1975, and
Sales Tax, to the Special Account. Such adjustments were made to subsequent distributions of the Sales
Tax to the Special Account and are reflected in the tabular figures in the quarter in which such adjustments
were made. Periods subsequent to March 1978 remain subject to the ongoing process of adjustment.

{b} The amounts of sales and compensating use taxes collected for fiscal 1975, 1976, 1977, 1978 .
and 1979 reflect the increases in the sales and compensating use taxes from 3% to 4%, effective July 1, ~
1974. The 6% tax on sales of certain parking services has remained the same.

(c) 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} The collections of payments required to be made by March 20, with respeet to the preceding
three months, include estimated payments by certain large vendors for the month of March; the col-
lections of payments required to be made by June 20 are reduced by the amount of such March

estimated payments.

(e) As a result of the method of monthly filing on an historical basis by large vendors and
distribution to localities of Sales T'ax for all periods on an historical basis, overdistributions were made
to the Special Account which ranged from $2.4 million to $11.1 million for certain three-month periods.
The State Department of Taxation and Finance has made reductions in distributions to reflect these
overpayments and, in addition, has made increases in distributions in amounts ranging from $1.9 million
ta $5.6 million to reflect underdistributions for certain periods. The Commissioner of Taxation and
Finance believes that future adjustments, occasioned by overdistributions and underdistributions to such
Special Account, will be reduced as the State Department of Taxation and Finance improves its techniques
and procedures for estimating distributions of payments received from large vendors.

(f) Collections for October 1977 through March 1978 reflect the fact that vendors with taxable
receipts of between $100,000 and $300,000 in any quarter of the preceding four guarters were re-
quired to make monthly returns and remittances of Sales Tax during that period. As stated above in
the text, commencing March 1978 such vendors are no longer required to make and file retutns on a

monthly basis,
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After deductions for the costs of administration, collection and distribution, monthly collections of the

sales and compensating use taxes which were imposed by the City prior to July 1, 1975, and of the Sales
Tax imposed by the State since July 1, 1975, for the last five fiscal ‘years of the City are as shown below:

MoNTHLY COLLECTIONS OF SALES AND COMPENSATING UseE Taxes IN THE CIry(a)

Fiscal Year Ended June 30:
1974 1975 1976(b} 1977(b} 1978(b) 1979(b)

{Dollars in thousands)

July ....... $ 5,127 §$ 10,110 $ 8,885(c) § 51,298 $ 55,763 $ 53,251
August .... 3,692 3,299 3,855(c) 43,442 50,002 52,803
September .. 126,453 160,415 181,820(¢c) 121,054 116,050 126,678
October . ... 5,746 12,910 4,960 49,967 65,696
November .. 3,795 3,421 2,592 43,758 60,743
December .. 132,432 182,659 186,138 116,658 105,852
January .... 7,259 14,617 10,892 57,692 74,159
February ... 2,787 3,587 3,380 47,110 59,001
March ..... 141,529 194,467 232,931(d) 144,125(d) 141,425(d)
April ...... 5,473 9,242 19,489(d) 23,631(d) 18,979(d)
May ...... 5,382 6,603 43,685 46,701 52,710
June ...... 141,123 185,870 103,981 112,948 118,355
Total .. $ 580,798 $ 787,200 § 802,608 $ 858,384 $ 918,735

Source: State Department of Taxation and Finance.

(a) See footnotes (a), (e) and (f) to preceding table.

(b) Commencing March 1976, monthly collections reflcct the requirement that vendors with taxable
receipts of $300,000 or more in any quarter of the preceding four quarters, file monthly returns, and
make monthly payments, on an historical basis. In addition, collections in October through March of the
1978 fiscal year reflect the fact that vendors with taxable receipts of $100,000. or more in any quarter of
the preceding four quarters were required to make such payments for sales made between September 1,

1977 and February 28, 1978,
(c) See footnote (c) to preceding table.

(d) Certain large vendors are required to report and make payment in March for estimated amounts
of Sales Tax for such month as well as making a payment for the preceding February and making a recon-
ciliation for the quarter ended the preceding February 28. Adjustments necessary to report and retlect
actual amounts of Sales Tax for the month of March are required to be made on the monthly return due in

the following April.
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Stock Transfer Tax

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

The Stock Transfer Tax is generally based on the number of shares sold or transferred at the
rates set out below;

STOCK TRANSFER TAX RATES

Rate Per

Selling Price Per Share . Share
Less than 85 .. ... .. i e 114¢
$ 5 or more but less than $10 ... .................. pR% Y
$10 or more but less than $20 ...............o...... 3% ¢
F20 ormore ... .. e 5 ¢
TFransactions Other Than Sales

Per share . ... i e 214 ¢

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

The Corporation believes that it is not possible to predict the effect of developments with respect
to the City’s economic condition or other rclated economic developments in the City on Stock Transfer
Tax collections. The volume of taxable securities transactions in the State may be adversely affected
by (i) the evolution of a centralized nationwide sccurities market, (ii) the possible movement out of
the State of one or both of the stock exchanges now located in the State and (iii) other proposals
which if implemented might tend to facilitate the execution of securities transactions not subject to
the Stock Transfer Tax. In addition, the Federal Securities Acts Amendments of 1975 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.

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

Under the Finance Law, moneys in the Stock Transfer 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. Such payments from the Stock Transfer Tax Fund are subject to annual
appropriation by the State Legislature,
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The revenues derived from the Stock Transfer Tax, including amounts subject o rebate as discussed

below, after deduction of the costs of administration, collection and distribution of such tax, arc shown
below for the previous nine fiscal years of the City, bascd upon the various rates prevailing during the

periods shown:

QuUARTERLY COLLECTIONS OF Stock TRANSFER Tax

Fiscal . Three Months Ended: _
Year Ended - — _—
June 30 September 30 December 31 March 31 June 30 Total
(Doilars in thousands)
1970 ... ... $ 56,571 $ 70,509 $ 58,157 $ 54,732 $239,969
1971 .. oo 46,563 59,170 78,864 79,769 264,366
1972 ... ... 62,573 65,894 85,588 78,767 292,822
1873 ... .. 59,405 68,993 64,658 51,731 244,787
1974 . ... .. 43,612 59,782 47,521 38,183 189,098
1975 .. .. . 35,756 40,214 51,363 58,649 185,982
1976(a) .......... 53,049 57,937 90,285 65,376 266,647
1977¢a) . ...... ... 62,220 69,072 79,045 70,759 281,096
1978(a) .........- 68,770 82,072 79,188 125,945 355,975
1979(a) .......... 112,476

Source: State Department of Taxation and Finance.

(a) Includes collections of the 25% surcharge imposed upon the Stock Transfer Tax effective as of
August 1, 1975, which surcharge expired July 31, 1978.

The rates and maximum amounts of Stock Transfer Tax have been different for different categories
of taxable transactions., Prior to October 1, 1977, the tax rate applicable to transactions involving sales
by non-residents of the State (as defined in the Tax Law) made within the State had been 50% of the
rates then applicable to residents (the “non-resident rate”). In addition, the amount of tax required to
be paid on any taxable transaction which involved a sale on a single day (whether made by a resident or
a non-resident) made within the State that related to shares or certificates of the same class and issued
by the same issuer had been limited to $350 (excluding the surcharge) (the “maximum tax”). In January
1977, this distinction between sales made within the State and sales made outside of the State with respect
to the maximum tax and the non-resident rate was declared unconstitutional by the United States Supreme
Court. State legislation enacted in 1977 repealed the non-resident rate and the maximum tax, thus elimi-
nating the unconstitutional distinction in the law between sales made within the State and sales made out-
side the State. The legislation established a new maximum tax, applicable to qualifying sales made
within or outside the State. '

The Corporation believes that the new maximum tax will cause only a negligible loss in Stock
Transfer Tax collections because, although precise data are not available, studies by consultants to the
Corporation indicate that the number of transactions involving a sale made outside of the State and
subject to a tax in excess of the maximum tax is not material.

In addition, in order to eliminate the competitive disadvantage created by the Stock Transfer Tax
for the securities industry in New York, the legislation enacted in 1977 instituted a program of statutory
rebates, which began October 1, 1977 with respect to transactions by non-residents subject to the tax and
will begin October 1, 1979 with respect to transactions by residents. Rebates will increase gradually to
equal 100% of the tax beginning October 1, 1981. The legislation provides that taxpayers will contimue
to pay the Stock Transfer Tax at the above-stated rates and that revenues will continue to be paid into
the Stock Transfer Tax Fund, although a substantial portion of such revenues (the rebatable portion of
the tax) will be paid into the Stock Transfer Tax Fund only at the end of each calendar quarter. To the
extent that the Corporation does not require the use of Stock Transfer Tax revenues for debt service on
its outstanding bonds and notes, and that under the Act such revenues would otherwise have been paid to
the City, such revenues are available on a quarterly basis for payment of rebates. Any such revenues
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not used by the Corporation or to pay rebates are to be paid to the City. In the opinion of Bond Counsel
to the Corporation, the procedures with respect to the levy, collection, payment and rebate of the Stock
Transfer Tax established by such legislation do not violate any of the provisions of the First or Second
General Bond Resolution or any series resolution adopted pursuant thereto,

To date, the Corporation has not found it necessary to use the Stock Transfer Tax to pay its
debt service. Based on present projections, the Corporation does not anticipate that it will be NECessary
to utilize the Stock Transfer Tax in the future, although no assurance can be given that it will not be so
required. See “PART 6—DEBT SERVICE PAYMENT REQUIREMENTS AND ESTIMATED COVERAGE RATIOS.”

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 cach 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 year on all bonds of the corporation secured by the capital reserve fund outstanding
on such date:

CAPITAL RESERVE Ab FUND REQUIREMENTS

Calendar Year Percentage
1975 0%
1976 .. 0%
1977 e 25%
1978 50%

1979 .......... . P 75%
1980 .................. e 100% ...”

After 1980, the required amount of the Capital Reserve Aid Fund will be the amount of principal of
and interest maturing or otherwise due or becoming due in the succeeding calendar year:on any Second
Resolution Bonds then to be issued and on all other Second Resolution Bonds of the Corporation then
outstanding, including for such purpose any unpaid amounts of principal and interest owing on Second
Resolution Bonds 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 certifica-
tion and maintenance of the Capital Reserve Aid Fund. See “General” in this PART 5,

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 enforceable
obligation or debt of the State, See “Appropriation by Legislature” in this PART 5.
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A part of the net proceeds from the sale of the 1978 Series 10 Bonds will be deposited by the
Corporation in the Capital Reserve Aid Fund in an amount sufficient to maintain the balance therein at
100% of the debt service coming duc in calendar ycar 1979 on the Second Resolution Bonds, including
the 1978 Series 10 Bonds and the 1978 Private Series Bonds. The Corporation intends in connection
with any future issuance of its Second Resolution Bonds through the end of the 1980 calendar year
to maintain the Capital Reserve Ald Fund at 100% of the debt service coming due in the year of
issnance. As of calendar year 1981, the Corporation must maintain the Capital Reserve Aid Fund at
100% of the succeeding calendar year’s debt service, as required by the Act. Pursuant to the Act,
moneys in such Fund shall not be withdrawn therefrom at any time in such amounts as would reduce the
amount of such Fund to less than the amount of debt service on the Sccond Resolution Bonds becoming
due in the succeeding calendar year, except for the purpose of paying debt service on such Bonds
becoming due and for the payment of which other moneys of the Corporation are not available.

Federal Bankrupicy Legislation

As discussed under “PArRT 9—CERTAIN DEVELOPMENTS AFFECTING THE CITY”, pursuant to the
Federal Bankruptcy Act, Chapter 9, a petition for relief (a “Chapter 9 petition”) may be filed by any
State agency that is authorized under State law to file such a petition. The Corporation is an agency
and instrumentality of the State and, if authorized to file a petition by the State Legislature or other
appropriate authority, could file a Chapter 9 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 9. The Cor-
poration is not now authorized by the State to file a Chapter § petition, alhough it may be so authorized
in the future. If the Corporation commenced such a Chapter 9 proceeding, the 1978 Series 10 Bonds
would be among the debts of the Corporation it could seck to modify or adjust by a plan in that pro-
ceeding. The Corporation does not anticipate that it will seek such authorization and does not anticipate

a need for such relief.

Although the filing of a Chapter 9 petition with respect to the City might have a general adverse
effect on the economic health of the City, the Corporation believes that the filing by the City or the
Control Board of a Chapter 9 petition would not affect the ability of the Corporation to repay its obliga-
tions, including the 1978 Series 10 Bonds, see “PART 9-—CERTAIN DEVELOPMENTS AFFECTING THE

Crty.”

A revised Federal Bankruptcy Act, including a revised Chapter 9, was signed by the President on
November 6, 1978. Such revised Chapter 9, which is eflective October 1, 1979, will not materially
alter the provisions of Chapter 9 described above.

PART 6—DEBT SERVICE PAYMENT REQUIREMENTS AND
ESTIMATED COVERAGE RATIOS

In order to estimate coverage ratios for the Second Resolution Bonds that will be outstanding after
the issuance of the 1978 Series 10 Bonds and the 1978 Private Series Bonds, the Corporation has
assumed certain amounts of Per Capita Aid, Sales Tax and Stock Transfer Tax collections. There is
shown below the basis on which such amounts were calculated. The debt service payment requirements
for the First and Second Resolution Bonds as well as certain coverage ratios are also shown below.

Adjusted Per Capita Aid

The Corporation has sought to estimate the amounts of the following potential claims and liabilitics
on Per Capita Aid that are payable prior to the payment of Per Capita Aid into the Special Aid Account,
although during the Corporation’s 1978 fiscal year, no such claims were asserted. In making such esti-
mates the Corporation has relied on information which it believes to be accurate and has assumed that

such claims and liabilities do not exceed the limits set by law,
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Per Capita Aid Paid into Special Aid Account during the Corporatlon s fiscal
Year 1978 .. i i e e e

Less Potential Claims and Liabilities:
(a) City University Construction Fund (“CUCF”).

The Corporation has been informed by CUCF that its annual
requirements, for payment to the Dormitory Authority as its
share of certain Dormitory Authority debt service and other
expenses, are approxunately $55.8 million, 50% of which would
be a claim against Per Capita Aid if not otherwise paid by the
Clty to CUCF. The Dormitory Authority anticipates the issuance
in the near future of an additional approximately $30 million of
bonds, 50% of the debt service on which could constitute an
additional claim apainst Per Capita Aid. The New York State
Financial Emergency Act For The City of New York (the
“Emergency Act”) permits a maximum claim of $65 million in
any fiscal year of the City pursuant to the City University Con-
struction Fund Act* ... ... ... ... ... ... il

(b) New York City Housing Development Corporation (“HDC”).
Amounts required to restore the HDC capital reserve fund to the
amount required in such fund would be a claim against Per
Capita Aid if not otherwise paid. The Corporation has becn
informed by HDC that the maximum capital reserve fund re-
quirement on all outstanding bonds of HDC as of this date is
approx1mately $19.9 million. HDC has outstanding $37.7 million
in bond anticipation notes which HDC expects to fund with the
issuance of bonds. The funding of such notes 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 therefor. The Emergency Act also permits a maxi-
mum claim of the lesser of $85 million or an amount equal to the
maximum annual debt service on bonds issued by HDC in an
aggregate principal amount of $800 million ................

{¢) New York City Transit Authority ("NYCTA").

(i) Pursuant to Scction 2 of Chapter 7 of the 1972 Laws of the
State the City was required to pay an aggregate $51 million in
equal annual installments for the fen years commencing Decem-
ber 31, 1972 to the NYCTA to enable the NYCTA to pay certain
notes issued in anticipation of the receipt of revenues by the
NYCTA. $15.3 million in aggregate principal amount of such
notes, bearing interest at the rate of eight percent (8% ) a year,
were outstanding. 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 debtis retired ................ .. ... ... ...,

(ii) 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
million 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 repay-
ment has commenced and $20.0 million remains outstanding . . .

(dy New York City Police Pension Fund.

Payments are due annually from Per Capita Aid to the Trustees
of the City Police Pension Fund ........... e fevas

Amount of Per Capita Aid for the Corporation’s 1978 F1scal Year, Net of
Potential Claims and Llablhtnes ..................................

(Dollars in thousands)

$ 434,324
$27,876
$ 19,900
$ 6,324
$ 20,000
$ 500 § 74,600
$ 359,724




* Although the Emergency Act purports to limit claims on the Per Capita Aid as noted in (a)
above, such limitation may not be effective in the event that the outstanding bonds of the Dormitory
Authority of the State of New York issued to finance CUCF facilities are accelerated pursuant to the
occurrence of an event of default under the related Dormitory Authority bond resolutions. In such
event, all such outstanding bonds of the Dormitory Authority could be due and payable and could, to
the extent of fifty per cent of such principal amount, have a prior claim on the Per Capita Aid. The
Dormitory Authority has outstanding $627.6 million in such bonds and anticipatcs, as shown in item
(a) above, that an additional approximately $30 million of such bonds will be issucd shortly.

The potential claims and liabilities related to the NYCTA noted in (c) above will be reduced in
each fiscal year through the fiscal year ending June 30, 1983 and as a result the amount of Per Capita
Aid subject to such prior claims will decrease. Assuming that State appropriations of Per Capita Aid
remain constant at $434 million and no additional obligations ‘having a claim on the Per Capita Aid
are issued by HDC or to finance CUCF facilities (including the proposed issmances referred to above),
the adjusted Per Capita Aid (“‘Adjusted Per Capita Aid™) available to the Corporation would be as

follows:

Fiscal Year Agdjusted
Ending June 30 I:&‘EEM
(Dollars
in thousands)
107G e e $ 359,724
1980 .o e e 380,132
TO8L . e 380,540
1982 ... ... .. e e 380,548
1983 and thereafter ............. 386,456

Aggregate Sales and Stock Transfer Taxes

Assuming that the Sales Tax and Stock Transfer Tax collections (after deduction of costs of
administration, collection and distribution) in each fiscal vear remain at the levels for the 12 months
ended September 30, 1978, sec “PART 5—PROVISIONS FOR PAYMENT OF THE Bonbs—Sales Tax” and
“Stock Transfer Tax”, and operating expenses of the Corporation remain at $5.5 million (the estimate
for the current fiscal year), the aggregate annual amount which would be available from the Sales Tax
and the Stock Transfer Tax, if necded (the “Aggregate Sales and Stock Transfer Taxes”), to pay debt
service of the Corporation is shown below:

{Doilars
in thousands)

Sales Tax collections for the 12 months

ended September 30, 1978 . ......... $ 929,652
Stock Transfer Tax collection for the 12
months ended September 30, 1978 .. ... 334,723(a)
Sub-total .................. % 1,264,375
Less: Operating expenses of Corporation 5,500

Agpregate Sales and Stock Transfer Taxes § 1,258,875

(a) Exclusive of $64.958 million attributable to the 25%
surcharge, ‘discussed in “PART 5-—PROVISIONS FOR
PAYMENT OF THE Bowbps—Stock Transfer Tax.”

Debt Service Requirements and Estimated Coverage Rabios

As shown above, the Adjusted Per Capita Aid ranges from approximately $359.7 million for 1979
to approximately $386.5 million for 1983, As is also shown above, Aggregate Sales and Stock Transfer
Taxes are approximately $1.26 billion,
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The following table shows the aggregate annual debt service payment requirements on the First
Resolution Bonds, which have a prior claim to that of the Second Resolution Bonds on the Sales and Stock
Transfer Taxes. The 1978 Series 10 Resolution and certain other resolutions include a covenant by the
Corporation that it will not issue any Bonds, Notes or Qther Obligations under the First General Bond
Resolution if the aggregate annual debt service in any fiscal year on all obligations issued and out-
standing under the First General Bond Resolution would exceed $425 million (with certain adjustments
with respect to up to $25 million of small denomination Notes).

In addition, the table shows the annual principal payments, interest payments and the aggregate
debt service payment requirements on all outstanding Second Resolution Bonds after giving effect to
the issuance of the 1978 Series 10 Bonds and the 1978 Private Series Bonds. The table also shows the
coverage of aggregate annual debt service on Second Resolution Bonds by:

(i) Adjusted Per Capita Aid, after deducting therefrom the $5.5 million estimated operating
expenses of the Corporation for the current fiscal year, and by

(ii) all revenues (Adjusted Per Capita Aid plus Aggregate Sales and Stock Transfer Taxes)
after deducting from such revenues the aggregate annual debt service requirements with respect to
the First Resolution Bonds and -operating expenses,

There is no assurance, however, that Adjusted Per Capita Aid, Aggregate Sales and Stock Transfer
Taxes or operating expenses will in fact remain at the levels referred to above in subsequent years,
Furthermore, the Corporation reserves the right to.issue additional obligations pursuant to the First and
Second General Bond Resolutions within the limitations contained in such Resolutions, the 1978 Series
10 Resolution and the Financing Agreement.
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DERT SERVICE PAYMENT REQUIREMENTS AND ESTIMATED COVERAGE RATIOS

(after issuance of 1978 Series 10 Bonds and 1978 Private Series Bonds)

(Dollars in thousands)

Estimated Coverage Ratios on

Second Resolution Bonds by(b)

Adjusted
Per Capita

All Revenues after

deducting Debt
Service on First

Aid Only  Resolution Bonds

Total Debt
Service
Payment Debt Service Payment Requirements
Reguirements on Second Resolution Bonds
12-Month on First
Period Ended  Resolution Principal Interest Total Debt
June 30 Bonds Payments{a) Payments® Service*

1979....... $303,444 % 33,745 $161,229 $194,974
1980....... 321,869 36,555 208,906 245,461
1981....... 307,624 65,645 198,025 263,670
1982....... 298,542 70,150 192,726 262,876
1983....... 376,587 85,815 186,627 272,442
1984....... 376,125 116,485 178,455 294,940
1985....... 329,351 126,380 168,420 294 800
1986....... 377,974 149,670 157,019 306,689
1987....... 371,200 168,055 143,906 311,961
1988....... 373,315 183,475 129,571 313,046
1989....... 377,251 208,250 113,752 322,002
1990....... 375,083 220,120 96,415 316,535
1991....... 373,165 234,020 77,995 312,015
1992, . ..... 373,155 252,585 58,231 310,816
1993, ...... - 365,531 281,590 36,614 318,204
1994....... 365,471 42,970 23,479 66,449
1995....... 356,763 52,840 19,508 72,348
1996....... 62,810 14,701 77,511
1997....... 5,885 11,842 17,727
1998....... 5,785 11,356 17,141
1999, . ..... 5,885 10,870 16,755
2000....... 8,275 10,273 18,548
2001....... 9,010 9,539 18,549
2002....... 9,810 8,739 18,549
2003....... 10,680 7,868 18,548
2004....... 11,630 6,920 18,550
2005....... 12,660 5,888 18,548
2006. . ..... 13,785 4,764 18,549
2007....... 15,010 3,540 18,550
2008....... 16,345 2,207 18,552
756 18,551

2009....... 17,795

(a) Includes Sinking Fund Installments.

1.82
1.53
1.42
1.43
1.40
1.29

1.29
1.24
1.22
1.22
1.18
1.20

1.22
1.23
1.20
5.73
5.27
4.91

6.75
3.37
5.05
5.10
4.66
4.30

4.46
4,13
4.08
4.06
3.94
4.01

4.08
4.09
4.02
19.25
17.80
21.22

(b) Coverage ratios for the years 1997 to 2009 are not shown because of the relatively small

amount of debt service in such years compared to the amount of revenues.

# Interest payments and coverage ratios estimated solely for the purposes of this calculation in this

preliminary Official Statement assume: (1} that interest rates o
814 %, see the footnote on page 3, and (2) that interest rates on t
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~ All revenues (Adjusted Per Capita Aid plus Aggregate Sales and Stock Transfer Taxes) would cover
the aggregate of the debt service on the First and Second Resolution Bonds, shown in the table above
for the years 1979-1995, from 3.83 times in 1995 to 2.35 times in 1989 and such coverages average
approximately 2.66 times.

The Corporation anticipates that additional First and Second Resolution Bonds in the aggregate
amount of approximately $2.3 billion will be issued over the next four years pursuant to the Debt
Issuance Plan (after the issuance of the 1978 Series 10 and the 1978 Private Series Bonds), and that
such issuances can be made within the coverage tests required to be applied under the Second General
Bond Resolution, the 1978 Series 10 Resolution and certain other resolutions of the Corporation,
= see “PART 7—BoNDs BEING OFFERED—Additional Bonds”, on the basis of the assumptions described
in this PART 6 and reflected in the above coverage table, The Corporation estimates that if such
principal amount of bonds is issued, the total annual debt service on Second Resolution Bonds will
increase to approximately $500 million in the late 1980’s and early 1990’s, assuming for purposes
of this calculation that such bonds are issued at rates comparable to current market rates.

In addition to the aggregate debt service payments with respect to the First Resolution Bonds shown
in the above table, the Corporation is required to make deposits into the Capital Reserve Fund established
= ' pursuant to the First General Bond Resolution. The required deposit into the Capital Reserve Fund for
calendar 1979 will have been provided from the proceeds of the 1978 Private Series Bonds. The
deposit for the 1980 calendar year is estimated by the Corporation to be approximately § million.

The Corporation at present intends to provide for such deposit from the proceeds of the sale of addi-
tional bonds.

PART 7—BONDS BEING OFFERED
= Description of the Bonds
General

: The 1978 Series 10 Bonds will be issued pursuant to the Second General Bond Resolution and the
1978 Series 10 Resolution, The 1978 Series 10 Bonds will be dated November 15, 1978 and will mature
4 on July 1, 2008.

The 1978 Series 10 Bonds will be issued as coupon bonds in the denomination of $5,000 each,

— registrable as to principal only, or as fully registered bonds in the denomination of $5,000 or any integral
multiple of $5,000. Coupon bonds and fully registered bonds will be interchangeable. The 1978 Series

10 Bonds will be registrable on the books of the Corporation at the corporate trust office of the Trustee.

For every exchange or transfer of the 1978 Series 10 Bonds, 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 exchange or transfer as a condition precedent to the exercise of the privilege of making such
exchange or transfer. The cost of preparing each new 1978 Series 10 Bond issued upon such exchange
== or transfer and any other expenses of the Corporation or the Trustee incurred in connection therewith
(except any applicable tax, fee or other govemmental charge) will be paid by the Corporation as

operating expenses. .

- Pursuant to the Act, the 1978 Series 10 Bonds include the 1978 State Covenant to the effect that the
State will not take certain actions, including any action that will substantially impair the authority of the
Control Board to act in specified respects with regard to the City. See “PART 12—AGREEMENT OF THE
= STATE oF NEW YORK.”
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Optional Redemption

The 1978 Series 10 Bonds are subject to redemption at the option of the Corporation on and after
July 1, 1988, as a whole on any date, or in part by lot (by maturity as selected by the Corporation and
by lot within a maturity, provided, however, that 1978 Series 10 Bonds redeemed in part pursuant to a
refunding shall be redeemed so that the highest interest rates shall be first redeemed) on any interest
payment date or dates, at the following redemption prices (expressed as percentages of the principal
amount), plus accrued interest to the date of redemption:

Redemption Period Redemption
(Dates Inclusive) Price
July 1, 1988 to June 30, 19 .. ... .. ... .. 00 102 %

July 1, 19 to June 30, 19 ... .. ..o
July 1, 19 to Jume 30, 19 ... ... o
July 1, 19  to June 30, 19 ... ...
July 1, 19 and thereafter ................ ... .....

Sinking Fund Redemption

The 1978 Series 10 Bonds are also subject to redemption, in part by lot, on July 1 in each of the
years, and in the respective principal amounts, set forth below, at 100% of the principal amount thereof,
plus accrued intercst to the date of redemption, from mandatory “Sinking Fund Installments” which
are required to be made in amounts sufficient to redeem on July 1 of each year, the principal amount
of such 1978 Series 10 Bonds specified for each of the ycars shown below:

SINKING FUND INSTALLMENTS
{Dollars in thousands)

Calendar Year Amount
1999 ... ... ... .. $ 8,275
2000 ... 9,010
2000 ... 9,810
2002 ..., 10,680
2003 ..., 11,630
2004 ... ... 12,660
2005 ..., 13,785
2006 ... ..., 15,010
2007 ... ... 16,345
2008 ... L. 17,795*

* Payment at maturity.

Giving effect to the Sinking Fund redemptions set forth above, the average life of the 1978 Series 10
Bonds would be approximately 25% years calculated from November 15, 1978.

The Corporation may from time to time direct the Trustee to purchase with moneys in the Cor-
poration’s Bond Service Fund, 1978 Series 10 Bonds at or below par plus unpaid interest accrued to the
date of such purchase, and apply any 1978 Series 10 Bonds so purchased as a credit, at par, against and
in fulfillment of a required Sinking Fund Installment on such 1978 Serics 10 Bonds. See “PART 15-—
SUMMARY OF CERTAIN PROVISIONS OF THE SECOND GENERAL BOND REsoLuTiON—Bond Service Fund.”
To the extent the Corporation fulfills its sinking fund obligations in a particular year through such pur-
chases, the likelihood of redemption by lot of any bondholder’s 1978 Series 10 Bonds through the
operation of the sinking fund will be reduced for such year. The Corporation has in the past made such
purchases with respect to certain series of its Second Resolution Bonds and may in the future do so with
respect to the 1978 Series 10 Bonds.
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Trustee

United States Trust Company of New York is the Trustee under the Second General Bond Resolu-
tion. Its corporate trust office is located at 130 John Street, New York, New York 10038. For further
information concerning the Trustee, see “PART 16—TRUSTEE.”

Additional Bonds and Notes

Pursuant to the Act, the Corporation is authorized to issue bonds and notes in an aggregate principal
amount not exceeding $8.8 billion (exclusive of bonds and notes issued to refund outstanding bonds and
notes, and notes issued to meet the City’s seasonal borrowing requirements), which amount was increased
in June 1978 by the State Legislature from $5.8 bitlion. After the issnance of the 1978 Series 10 Bonds
and the issuance of the 1978 Private Series Bonds pursuant to the Financing Agreement, the Corpora-
tion will have outstanding an aggregate $5.632 billion (exclusive of bonds that have been refunded), see
“PART 3—QUTSTANDING DEBT OF THE (CORPORATION.” : :

_ Additional bonds may be issued under the Second General Bond Resolution on a parity with the
1978 Series 10 Bonds, provided that (a) the amount equal to the lesser of (i) the most recent collections
of the Sales Tax and Stock Transfer Tax for 12 consecutive calendar months ended not more than two
months prior to the date of such determination or (ii) the amounts estimated to be collectible during the
succeeding 12-month period from such sources as estimated by the State Commissioner of Taxation and
Finance, plus (b) the estimated or actual amount of Per Capita Aid to be or theretofore apportioned and
paid to the Special Aid Account for the fiscal year of the State during which such additional Bonds are to
be issued, less (c¢) the maximum amount of principal, including Sinking Fund Installments, and interest
maturing or otherwise coming due in the then current or any future fiscal year on any outstanding
obligations of the Corporation issued pursuant to the First General Bond Resolution, less (d) estimated
operating expenses of the Corporation for its then current fiscal year, is af least 2 fimes (e) the aggregate
amount of the principal, including Sinking Fund Installments, and interest maturing or otherwise becom-
ing due in the then current or any future fiscal year on all Second Resolution Bonds (including the
particular series of such additional bonds then proposed to be issued). Although the Second General
Bond Resolution provides for a 1.2 times coverage test on the basis described above, the 1978 Series 10
Resolution and certain other resolutions of the Corporation provide for a 2 times coverage test for

such Bonds on such basis.

For so long as any 1978 Series 10 Bonds or certain other bonds of the Corporation remain
outstanding, the Corporation may issue additional obligations under the First General Bond Resolution
only to the extent that the issuance thereof would not cause the aggregate amount of interest and
principal (including Sinking Fund Installments due thereon), maturing or otherwise coming due in any
fiscal year of the Corporation on outstanding First Resolution Bonds and Notes and the interest on all
Other Obligations (each such term as defined in the First General Bond Resolution) coming due in
any fiscal year to equal or exceed $425 miilion (with certain adJustments with respect to up to $25
miltion of small denomination Notes that the Corporation may offer to the public under the First Gen-
eral Bond Resolution). In addition, the Corporation may issue additional First Resolution Bonds,
Notes or Other Obligations under the First General Bond Resolution only if the following conditions
imposed by such Resolution are met:

1. The amount equal to (a) the lesser of (i) the most recent collectlons for the 12 consecutive
calendar months ended not more than two months prior to the date of such determination, of the
Sales Tax and Stock Transfer Tax (and such other taxes, which as of the date of issuance of any
such series of First Resolution Bonds, Notes or Other Obligations are levied and collected by the
State and are payable into the Special Tax Account) or (ii) the amounts estimated to be collectible
during the succeeding 12-month period from such sources as estimated by the State Commissioner
of Taxation and Finance, less (b) the estimated amount of operating expenses of the Corporation
for the then current fiscal year of the Corporation, is at least 2 times (c) the amount of principal,
including Sinking Fund Installments, and interest maturing or otherwise coming duc in the then
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current or any future fiscal year of the Corporation on all First Resolution Bonds, Notes and Other

Obligations (including the particular series or scries of additional First Resolution Bonds, Not¢s or
Other Obligations then proposed to be issued); and '

2. The amount of Sales Tax collections (determined as in clause (a) of paragraph .1 above),
less the estimated operating cxpenses of the Corporation for the then current fiscal year of the
Corporation, is at least 1.5 times the amount determined under clause (c) of paragraph 1 above.

Under the Financing Agreement, the Corporation has agreed with the purchasers of the 1978
Private Series Bonds that, while the Financing Agreement remains in effect and unless such provision is
waived or amended, the aggregate principal amount of the Corporation’s bonds and notes outstanding
at any one time under the First and Second General Bond Resolutions shall not exceed $8.8 billion.
The Corporation has further agreed not to issue bonds other than pursuant to the First or Second General
Bond Resolutions unless (i) the proceeds are used to purchase bonds of the City which have an invest-
ment grade rating and (ii) the City’s operating budget for the fiscal year prior to the year of issuance
shall have been balanced in accordance with GAAP. At June 30, 1982, when the Corporation’s statutory
authority to issue obligations, other than refunding obligations, expires, assuming the completion of all
issuances of the Corporation’s Bonds contemplated by the Debt Issuance Plan (other than in lieu
of the public issvance of unguaranteed City bonds) the Corporation would have outstanding ap-
proximately $6.9 billion of bonds. The Act currently prohibits the Corporation from issuing bonds
(except for refunding bonds) other than pursuant to the First and Second General Bond Resolu-
tions. The Corporation has also agreed with the purchasers of the 1978 Private Series Bonds, that
while the Financing Agreement is in effect, and unless such provision is waived or amended, it will
not issue, renew, or refund short-term notes unless payment of principal of and interest on such notes is
subordinated to payments required to be made under the First and Second General Bond Resolutions.
The Corporation has agreed not to issue short-term notes or Second Resolution Bonds unless such
notes and bonds are protected by a iwo-times coverage test applicable to the maximum annual debt
service on such notes and bonds. The Corporation has further agreed with the purchasers of the 1978
Private Series Bonds that, after the 1982 fiscal year, if the Statc breaches the 1978 State Covenant or if
specified provisions of the Emergency Act are declared invalid by judicial decision, at the request of
Financial Institutions or Pension Funds who are holders of a specified percentage of certain bonds sold
pursuant to the Financing Agreement, the purposes for which the Corporation may issue its bonds may
be limited, as described in “PART !0—LEGISLATION AND AGREEMENTS RELATING TO THE DEBRT
IssuanNcE PLAN—Financing Agreement.” These covenants of the Corporation contained in the Financing
Agreement may be waived by, or modified with the consent of, Financial Institutions and City Pension
Funds holding specified percentages of bonds purchased by them pursuant to the Financing Agreements.
Furthermore, the covenants are of no further force and effect after neither the Financial Institutions nor
the City Pension Funds any longer hold at least 10% of such bonds purchased by them.

The Second General Bond Resolution contains further limitations upon the issuance by the
Corporation of additional obligations under the First General Bond Resolution, see “PART 14—SuM-
MARY OF CERTAIN PROVISIONS OF FHE SECOND GENERAL BOND RESOLUTION.”

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

PART 8—CERTAIN DEVELOPMENTS AFFECTING THE STATE

Although the 1978 Series 10 Bonds are not obligations of the State, financial developments with
respect to the State may affect the market or market prices for and sources of payment of the 1978
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