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Municipal Assistance Corporation
For The City of New York
New York, New York

Ladies and Gentlemen:

You have requested our opinion as to whether the enactment on August 7, 1997
of Chapter 389 of the Laws of 1997, providing, inter alia, for the elimination of sales and
compensating use tax (collectively, "Sales Tax") on the sale of clothing costing less than $100
per article of clothing (the "Legislation") would constitute an event of default under the
Corporation’s First General Bond Resolution, adopted July 2, 1975, as amended and
supplemented to the date hereof, its Second General Bond Resolution, adopted November 25,
1975, as amended and supplemented to the date hereof and its 1991 General Bond Resolution,
adopted February 6, 1991, as amended and supplemented to the date hereof (the First General
Bond Resolution, the Second General Bond Resoiution and the 1991 General Bond Resolution
are herein defined, collectively, as the "Resolutions™).

In rendering this opinion letter, we have examined the Resolutions, the Legislation
and such records, other documents and matters of law as we have deemed necessary and
relevant.

The Legislation amends §1115 of the Tax Law to provide for an exemption from
State Sales Taxes for clothing costing less than one hundred dollars per article of clothing, for
the period commencing September 1, 1997 and ending September 7, 1997, and for the period
commencing September 1, 1998 and ending September 7. 1998, The Legislation also provides
that any city having a population of one million or more in which taxes imposed by §1107 of
the Tax Law are in effect (relating to temporary municipal assistance sales and compensating use
taxes), acting through its local legislative body by enactment of a resolution in the form provided
by the Legislation, is authorized and empowered to elect to provide an exemption from such
Sales Taxes for the same clothing exempt from State Sales Taxes, and for the same foregoing
periods of time applicable to the State Sales Taxes.
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In addition, the Legislation amends §1115 of the Tax Law to provide an
exemption not limited in duration from State Sales Taxes for clothing costing less than one
hundred dollars per article of clothing. The Legislation also amends §1210 of the Tax Law to
authorize and empower any city having a population of one million or more in which taxes
imposed by §1107 of the Tax Law are in effect, acting through its local legislative body by
enactment of a resolution effective no earlier than December 1, 1999 and in the form provided
by the Legislation, to elect to exempt from such Sales Taxes clothing costing less than one
hundred dollars per article of clothing for so long as the comparable clothing exemption from
State Sales Taxes provided for in §1115 of the Tax Law remains in effect.

We have been provided by the Corporation with a resolution of the City Council
of the City of New York (the "City") adopted on August 5, 1997 in the form provided by the
Legislation providing for the exemption from local Sales Taxes imposed pursuant to §1107 of
the Tax Law for the period commencing September 1, 1997 and ending September 7, 1997, and
estimates of the revenue impact on the City of the Legislation, both of which were furnished to
the Corporation by the City’s Office of Management and Budget ("OMB"), together with
additional information furnished by the Corporation relating to the effect of the Legislation on
the Corporation’s revenues and debt service coverages. The OMB estimates project the revenue
loss to the City for the respective one-week clothing exemptions and, assuming adoption of a
resolution in the form provided in the Legislation, the permanent clothing exemption. Such
estimates anticipate that for each of the City’s Fiscal Years ending June 30, 1998 through June
30, 2001, inclusive, the Legislation would result in a reduction of annual local Sales Tax
collections of $7 million in each of the Fiscal Years 1998 and 1999 (attributable to the one-week
exemption in each year) and a reduction of annual local Sales Tax collections of $107 million
and $189 million in the Fiscal Years 2000 and 2001, respectively (attributable to the permanent
exemption). The $189 million in lost Sales Tax revenue for Fiscal Year 2001 represents the first
instance in which the exemption would be in effect for a full Fiscal Year.

The Corporation has advised us that OMB’s baseline projection of local Sales
Taxes for Fiscal Year 2001 is $3,419 million. Of this amount, 96%, or $3,282 million, is the
Sales Tax payable to the Corporation. A reduction of $189 million from such amount payable
to the Corporation would constitute a reduction in Sales Taxes of 5.8%. The Corporation has
estimated its total revenue for Fiscal Year 2001 to be $8,185 million. A revenue loss of $189
million would constitute a reduction in total revenues of 2.3%. Assuming the foregoing
estimates, the Corporation has estimated its debt service coverage ratios, calculated by dividing
total available revenues by debt service for a corresponding year. For those Fiscal Years in
which the exemption would be applicable for the entirety of such Fiscal Years, the Corporation’s
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debt service coverage ratios would range from a low of 14.70 times in Fiscal Year 2003 to a
high of 15.53 times in Fiscal Year 2009,

Based upon the foregoing, we are of the opinion, as we have previously informed
you orally, that the Legislation does not constitute an event of default under the Resolutions.

Very truly yours, : l

HAWKINS, DELAFIELD & WOOD
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