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New York, New York 10048
Telephone: (212) 775-0010

MUNICIPAL
ASSISTANCE
CORPORATION
FOR THE CITY
OF NEW YORK

25 July 1986

Wendy E. Cooper, Esdq.

Assistant Counsel to the Governor
Executive Chamber

Albany, New York 12224

Re: Assembly Bill 11678
Senate Bill 2364, Assembly Bill 3128
Senate Bill 5414

Dear Ms, Cooper:

Deborah Herbach of your office has asked us to review the
above-referenced bills and related materials in order to
determine whether their enactment might have certain adverse
consequences for the Municipal Assistance Corporation. Each
of these bills would amend the Tax Law by, regpectively,
clarifying the exempt status with regard to the sales and
use tax imposed under, inter alia, Section 1107 of the Tax
Law (the "Sales and Use Tax"), of receipts from live
dramatic or musical arts performances offered in conjunction
with the "merely incidental” sale of food, refreshment or
merchandise (the "Cabaret Bill"), clarifying the
availability of an exemption from the Sales and Use Tax for
motor vehicles used in farm production (the "Farm Bill"™),
and providing an exemption from the Sales and Use Tax for
donations of eqguipment to exempt organizations (the
"ponations BillM).

These three bills raise the issue of whether any of the
proposed amendments would precipitate an event of default as
defined in the Corporation's General Bond Resolutions (the
"Resolutions™). If, as provided in Section 1202 (f} of each
Resolution, it would be determined that any such proposed
exemption were a failure or refusal by the State to continue
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the imposition of the gales and Use Tax or & reduction in
rate, then such pill would precipitate an event of default
thereunder. We and our general counsel and bond counsel
have reviewed each such bill for purposes of this limited
analysis.

The Corporation has no objection to the Cabaret Bill. While
the Memorandum in support of the pill limits its analysis of
the fiscal implications of such bill to one gpecific case On
a retroactive bagis (the myralfamadore Cafe in Buffalo), we
have been assured by Terrence M. Boyle, Principal Attorney
of the New York state Department of Taxation and Finance, in
a letter dated July 16, 1986, that the department already
administers the Sales and Use Tax in accordance with the
standards set forth in the Cabaret Bill, sO that there will
be no negative impact on gales and Use Tax collections
occasioned by enactment of the Cabaret Bill.

gimilarly, the Corporation has no objection to the Farm
Bill. Mr. Boyle has stated that the projected impact of
this bill on collections of the Sales and Use Tax is de
minimis, and has orally estimated that less than $100,000
annualily would be lost, due to the extremely low level of
farming activity within the limits of the City of New York.

However, because the Corporation has been unable to obtain
any reliable estimate of the fiscal implications of the
Donations Bill on gales and Use Tax revenues, we do object
to the enactment of this bill, at least until such time as
further analyses of the matter have been completed and
transmitted to us for review. We are further concerned by
reports of a possible unintended interpretation of such bill
as presently constituted which could magnify the revenue
loss thereunder. Therefore, in order to avoid adverse
effects on the security provisions afforded to the
tondholders of the Corporation by the terms of the
Regolutions, we strongly advise that the Donations Bill not
be signed into law at this time.

The conclusions reached herein cannot be construed as
acquiescence to other legislation providing additional
exemptions from the Sales and Use Tax or increasing existing
exemptions. Careful consideration must be accorded any
proposed change in exemptions to the Sales and Use Tax,
inasmuch as such amendments either geparately or
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cumulatively could constitute an event of default.
Accordingly, great caution and restraint should be exercised
in considering any change to the Sales and Use Tax,
including additional or increased exemptions.

This letter addresses only the issue of the impact of the
three bills discussed herein on the Corporation. We express
no opinion as to the merits of any of these bills.

We appreciate the opportunity to provide you with our views

in this matter. Thank you for your inquiry and cooperation.

Sincerely,

ies Ho XLl <

Maxine ., Gillman
Counsel
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