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April 9, 1987

Maxine H. Gillman, Esqg.

Counsel

Municipal Assistance Corporation
For The City of New York

One World Trade Center

New York, New York

Dear Maxine:

At your request, we have reviewed a bill being introduced
in the New York State lLegislature, a copy of which is appended
hereto {(the "Bill"). The Bill would exempt from the sales and
compensating use taxes imposed by the State of New York (the
"State") within The City of New York (the "City") pursuant to
section 1107 of the Tax Law (the "MAC Tax"} the purchase of
designated food items eligible for purchase under the Federal
Food Stamp Act of 1977, as amended. It would exempt such items
from the MAC Tax only when purchased with food stamps. The State-
ment of Support accompanying the Bill recites that such an
exemption is required under Federal law as a condition to parti-
cipation in the Federal Food Stamp Program, under which residents
of the State receive such designated food items with a value
in excess of one billion dollars per year. This exemption, which
would also apply to the Statewide and all locally imposed sales
taxes, would result in a loss of ten to twenty million dollars
to the State and its localities, according to the Memorandum
accompanying the Bill.

As you know, the MAC Tax is a principal source of
payment for the debt of the Municipal Assistance Corporation
For The City of New York (the "Corporation") issued pursuant
to its General Bond Resolution adopted July 2, 1975 and its
Second General Bond Resolution adopted November 25, 1975, each
as amended and supplemented (collectively, the "General Bond
Resolution"). Each of the General Bond Resolutions provides
in Section 1202(f) that the following is an event of default:



"the State shall for any reason fail or
refuse to continue the imposition of either
the Sales Tax imposed by Section 1107 of
Article 28 of the Tax Law as the same may be
from time to time amended or the Stock
Transfer Tax...or if the rates of such taxes
shall be reduced to rates less than those in
effect on July 2, 1975;"

The Bill raises two questions:

First, whether if enacted into law it would be a failure
or refusal by Lhe State to continue the imposition of the MAC
Tax as the same may from time to time be amended; and

Second, whether if enacted into law it would constitute
a reduction in the rates of the MAC Tax to less than the rates
in effect on July 2, 1975.

The ultimate issue is whether the exemption and exception
from the tax imposed by Section 1107 contemplated by the Bill,
if enacted, will precipitate an "event of default" as defined
in Section 1202(f) of each of the General Bond Resolutions.

In determining whether an act of the legislature in
the form of an amendment to the MAC Tax would constitute an
"event of default" within the purview of Section 1202(f), it
is essential to analyze the nature, purpose, terms and effect
thereof in each instance. Having tested this analysis with such
legal criteria as we have considered appropriate, we advise
you that the Bill would not cause an "event of default" to occur
because the State will neither have failed nor refused "to continue
the imposition" of the taxes imposed by Section 1107 "as the
same may be from time to time amended" nor will the rates have
been "reduced to rates less than those in effect" on July 2,
1975.

With kindest personal regards, I remain

Very_truly yours,

J. Robinson
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April 3, 1987

Gillman, Esq.

Secretary and Counsel

Municipal Assistance Corporation
for the City of New York

1 World Trade Center, Suite 8901

New York, NY 10048
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This letter is to confirm your conversation with us
1987 regarding the proposed exemption from the

Sales and Use Taxes for certain food items purchased with

food stamps.

that the proposed exemption is likely to reduce by
$12,000,000 annually the amount of Sales and Use Taxes that

We understand from our conversations with you

would be availlable to the City. After reviewing the Second
General Bond Resolution, relevant provisions of the New York
State Tax Law and the proposed exemption, we concluded that
the enactment of the proposed exemption would not constitute
an Event of Default under the Second General Bond Resolution
because such an exemption is neither (i) a refusal to
continue to impose the Sales Tax imposed by Section 1107 of
the Tax Law nor (ii) a reduction of the rate of such tax.

I believe the proposed exemption, like a similar
exemption proposed last year, is distinguishable from various
sales tax exemptions proposed previously in that the
enactment of this exemption is a prerequisite to the

continuation of the federally funded food stamp program in
New York State.



PAUL, WEISS, RIFKIND, WHARTON & GARRISON

Maxine H. Gillman, Esq.

Please call me should you have any further
questions regarding this matter.

Best personal regards.

Sincerely,

Vs Wt D Q

James M. Dubin
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June 20, 1986

Me. Irene R. Scocca

Senior Vice President

United States Trust Company
of New York

45 Wall Street

New York, New York 10005

Re: Municipal Assistance Corporation For The
City of New York - First and Second
General Bond Resolutions, adopted
July 2, 1975 and November 25, 1975,
respectively

Dear Irene:

I am enclosing this firm's opinion letter to you to
the effect that a certain opinion letter, dated April 14,
1986, of Hawkins, Delafield & Wood is satisfactory to us and
that you may rely on such opinion letter in discharging your
duties as Trustee under the above-referenced Resolutions,

Very truly yours,

v

Gabyielle U. Falger

GUF/ad
Enclosure

BY HAND
/
cc: Maxine H. Gillman, Esq.V/

Donald J. Robinson, Esg.
James M. Dubin, Esg.






