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STAFF MEMORANDUM

BACKGROUND

Pursuant to Section 6.19(b) of the Agreement to Guarantee,
executed last November as part of the City's four vear financing
program, the Municipal Assistance Corporation for the City of
New York (MAC) and the City were required to provide for the
disposition of approximately $1 billion of bond anticipation notes
{(BANs) then held by MAC. That requirement has been satisfied
through a series of agreements that have been submitted for Control
Board review and approval.

The first such agreement, dated as of March 30, 1979, provided
for the issuance by the City of $20 million principal amount of
general obligation serial bonds in exchange for a like principal
amount of BANs, In addition to satisfying, in part, the requirements
of the Agreement to Guarantee, this transaction also fulfilled
certain requirements of the Bond Purchase Agreement that had been
signed by MAC in connection with the financing program. The bonds
issued under this agreement bear interest at a rate of 8% per annum
and will be paid in installments over a period ending October 1,
2002. 'The agreement was formally submitted to the Control Board
on March 29, 1979 together with modification No. 79~6 to the Financial
Plan, reflecting the issuance of the $20 million of bonds. On
March 30, the Control Board approved the Financial Plan modification,
the agreement and the issuance of the bonds.
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A related agreement, dealing with the remaining BANs held
by MAC, was also formally submitted to the Control Board cn '
March 29. Under the related agreement, an additional $621.2
million of BANs were to be exchanged for a like principal amount of
City bonds, $27.3 million of the BANs were to be redeemed during the
current fiscal year and the remaining $345.3 million of BANs held
by MAC were to be redeemed over a ten year period pursuant to a
schedule contained in the agreement. The agreement noted that new
legislation was required in order to implement the ten year re-
demption schedule and provided that the agreement was to become
null and void unless the necessary legislation was enacted by
May 1, 1979. The submission to the Control Board included proposed
Financial Plan Modification No. 79-7, which was intended to reflect
the transactions contemplated by the agreement. '

This submission was not formally considered by the Control
Board, pending a cecision by the City as to whether it would
attempt to obtain the necessary State legislation. New legislation
was not sought and, by May 1, it again became necessarxy for the
City and MAC to consider how they would dispose of theg remaining
$993.81 million of BANs held by MAC. On May 14, 1979 the City
formally presented to the Control Board a new submission dealing
with this issue. :

THE MAY 14 SUBMISSION

The May 14 submission formally withdraws from Control Board
consgideration the agreement and Financial Plan modification that
had been pending since March 30. In place of those documents, the
submission presents a new agreement between MAC and the City (the
*Exchange Agreement"), and a revised Modification No. 79-7,
reflecting the transactions contemplated by the Exchange Agreemtent.
The submission regquests Control Board approval of the Modification,
the Exchange Agreement and the issuance of bonds in accordance with
the terms of the Exchange Agreement.

The Exchange Agreement prbvides for the disposition of the
remaining $993.81 of BANs held by MAC as follows:

- $654.65 million of BANs are to be exchanged by MAC
for a like principal amount of general obligation
serial bonds issued by the City (the "Exchange
Bonds"). 'The Exchange Bonds will bear interest at
8% per annum and will be paid over a twenty-eight
year term ending September 15, 2007. However, during
their entire term the Exchange Bonds are subject to
call by the City on 30 days notice.

- $189.16 million of BANs are to be redeemed by the
Ccity in three installments. The first payment,
consisting of $52.575 million in principal together
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with accrued interest at 6% per annum is to be made

on June 11, 1979. The second and third payments will

be made on December 1, 1979 and Pecember 1, 1980. Those pay-
ments will consist of $60.0 million and $76.585 million of
principal, respectively, together with accrued interest.

The BANs redeemed on those dates will bear interest at

a rate of 6% until May 15, 1979, the date of the Exchange
Agreement, and 8% thereafter (this is estimated to be

the approximate average cost of MAC's outstanding debt).

— $150.0 million of BANs will initially be held by MAC
and either exchanged at a later date for bonds comparable
to the Exchange Bonds or presented for cancellation
without payment on June 30, 1981. These BANs were
originally issued in connection with several Mitchell-
Lama projects where the City is considering refinancing
existing mortgages. If the City proceeds with a mortgage
refinancing, the corresponding BANs will be cancelled;
however, current arrangements give the City the option
to bond out any -BANs where refinancings are not effected.

The Financial Plan Modification presented as part of the
May 14 submission reflects only the effects of the transactions
contemplated by the Exchange Agreement and does not otherwise
modify the Financial Plan as approved by the Control Board on
February 14, 1979. There is currently pending before the Contrel
Board a Financial Plan modification covering FY1979, reflecting
the results of operation for the first three quarters of the current
fiscal vear. However, analysis of that modification is not vet
complete and it is not anticipated that the Control Board will act
on that submission until early June. The scope of Modification
No. 79-7 was therefore limited in order to permit prompt action on
the submission.

Ags indicated above, during the time they are outstanding
the Exchange Bonds are subject to call, in whole or in part, by
the City. Exercise of this right could materially change the
redemption schedule for the Exchange Bonds, thereby changing the
effect of debt service payments as set forth in Modification No. 79-7.
The Exchange Agreement itself requires that the exercise of a call
be consistent with the Financial Plan. However, in order to avoid
any uncertainty as to whether the exercise of a call in any given
instance will require the submission and approval of a Financial
Plan modification, in its May 14 submission the City provided certain
specific assurances relating to the Financial Plan review process.

The May 14 submission states that at least thirty days prior
to the giving of notice in connection with the exercise of any call



of the Exchange Bonds, the City will adv@se tbe Control.Board of

its intention to exercise the call and will either subnit a -
Financial Plan modification reflecting the ef?ect of ?he call or
certify that the exercise of the call is consistent with the
Financial Plan then in effect. These arrangements provide
appropriate assurances that any changes in the Exc@ange‘Bond redemp-
tion schedule that have a material effect on the Financial Plan
will be subject to prior review.and approval by the Control Board

in the context of a Financial Plan modification.

THE FINANCIAL PLAN EFFECT OF THE TRANSACTIONS

Introduction

During fiscal 1978 and 1979, the City levied real estate
taxes at a constant rate of $8.75 per hundred dollars 6f total
assessed value of City real estate. The Financial Plan recently
submitted to the Control Board by the City projects that this
constant real estate tax rate will be maintained during the four
fiscal years, ending with fiscal 1983, covered by the Plan. One
of the principal objectives of the transactions contemplated by the
May 14 submission is the creation of a flexible means by which the
City can maintain this constant real estate tax rate during at
least the period covered by the proposed Financial Plan.

Under the State Constitution, the maximum amount of real
estate tax revenues which the City may levy during any year for
operating purposes is limited to 2.5% of the average full value of
taxable real estate during the most recent five Years, less payments
of principal and interest on certain short—term indebtedness. 1In
addition, the City may levy real estate taxes without limit as to
amount in order to pay principal and interest on its indebtedness.

The maximum permissible tax collections in any yvear, as well
as the resulting tax rate, are thus dependent on the average full
value of taxable real estate and on debt service to be paid by the
City during the year. To the extent that the City intends, as a
matter of policy, to maintain a constant real estate tax rate during
any year, it must insure that the maximum permissible tax levy for
that year equals or exceeds the total levy to be collected at the
constant rate. As a practical matter, the only variable that the
City can control in order to implement this policy is the aggregate
debt service payable during the year in question.

It should be noted that both the debt service on the Ixchange
Bonds and the principal and interest payments on the BANs to be
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redeemed will constitute debt service costs of the City which may
be paid from real estate taxes levied "outside" the 2 1/2% con-
stitutional limit. This has become an important consideration
because the City's debt service has been steadily declining since
the 1977 fiscal year. As a result, absent some measure of debt-
service payments on City debt held by MAC, the City would not be
able to support its real estate tax at the current $8.75 rate
beyond the current fiscal year.

This condition has arisen largely because the City has not
been able to do all of its own borrowing for the past four years,
relying to a substantial degree on the borrowing capacity of MAC,
However, the debt service on MAC bonds must be paid from sales
taxes and other revenues that would otherwise be available for
general City operations rather than from real estate taxes levied
foutside™ the 2 1/2% limit. To the extent that the City makes debt
service payments to MAC, as contemplated in the Exchange Agreement,
these amounts (which can be paid from taxes levied "outside" the
2 1/2% limit) become available for MAC debt service funding and thus
reduce the amount of the MAC "take-out" that would othexrwise be
required. The effect of such a transaction is to permit some portion
of MAC's debt service costs to be provided for through real estate
taxes levied "outside" the 2 1/2% limit, and to permit the City
some degree of flexibility in maintaining its real estate tax rate.

Analysis of the Transactions

According to the City's most recent projection of real
estate tax trends and debt service trends for 1980-1983, the minimum
amount of debt service the City needs to pay on BANs held by MAC
and the Exchange Bonds ("BAN-Related Debt Service") in order to
maintain the $8.75 real estate tax rate is as follows:

1980 -- $121.0 million
1981 —- $140.5 million
1982 —— $143.7 million
1983 —- 90.8 million

These projections assume modest annual growth in taxable
agssessed value (approximately 1% per year, until 1983, when the
projected growth rate rises to 1.7%), and roughly comparable
modest increases in full value and the amount available for operations
within the 2 1/2% limit. They also assume issuance of all the
debt projected in the City's May 11 Four Year Financial Plan sub-
mission. The drop-off of payments projected to be needed in 1983 is
largely attributable to an expected increase in other types of City
long~term debt service in that year.
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In the event that the City experiences no growth in the
assessed or full value of its real property during these years,
the amount of BAN Related Debt Service needed to maintain the tax
rate would be reduced by approximately $20-25 million in each of
1981, 1982 and 1983. On the other hand, if the City issues less
debt than now projected during the four-year period, thus reducing
non-BAN Related Debt Service, the need for such payments to MAC
to maintain the tax rate would increase.

The actual schedules of payments to MAC provided for in the
Exchange Agreement and related agreements (both principal and
interest on the BANs to be redeemed, as well as debt service on the
Exchange Bonds, and debt sexrvice on the $20 million of City
bonds previously exchanged for BANs on March 30, 1979) substantially
exceeds the amounts required to maintain the tax rate in 1980 and 1981
($213.1 million and $221.8 million to be paid, compared to $121
million and $140.5 million projected to be needed, respectively), and
provides a more modest cushion in 1982 and 1983 ($158.2 million
and $94 million to be paid, compared to the estimated $143.7 million
and $90.8 million needed, respectively).

This heavy "front-loading" of payments in the early years is
primarily the result of two factors: (i) the requirement that
approximately $135 million of BANs still outstanding as of June 30,
1979, be redeemed by June 30, 1981, rather than be converted into
Exchange Bonds, and (ii) the structure of the Exchange Bonds themselves,
which provide for high levels of maturing principal through fiscal
1983, followed by a considerably lower, flatter debt service schedule
from 1984 through the final maturities in 2008. The payment schedule
during these latter years ranges from $35.5 million in 1984, gradually
decreasing to $25.5 million in 2008. (This assumes that the final
$150 million of BANS retained by MAC are ultimately cancelled with-
out payment pursuant to the Agreement, rather than converted into
additional bonds. If the full $150 million were bonded, the annual
debt service payments would be increased by approximately $13.5
million for each year through fiscal 2008).

This level of payments after 1983 represents a substantial
drop-off from the $94.8 million to be paid (and the $90.8 million
projected to be needed to maintain the tax rate) in 1983. As a
result, the City may well seek to utilize the call feature of the
Exchange Bonds by fiscal 1984 (or conceivably sooner, in the event
that the amounts needed to maintain the tax rate exceed projections
for 1982 or 1983).

Utilization of the call provision in the Exchange Bonds in
order to increase the City's payments to MAC in a given year would,
of course, have to be reflected in a modification of the City's four-
year Financial Plan submitted to and approved by the Control Board
prior to the City's exercise of the call. Consequently, the Control
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Board will be assured of an opportunity to assess the full impact
of the exercise of such a call on the City's property tax revenue
base, debt service expenditure projections and the City's long-
range fiscal outlook as a result of its use.

It should be noted that as long as the City maintains its
commitment to keep the real estate tax rate at the $8.75 level,
as reflected both in the four-yvear Financial Plan now in effect and
in. the Financial Plan submission for 1980-83 submitted to the
Control Board on May 11 the amount of budget relief available
through City debt service payments to MAC is limited to the amount
needed to maintain the tax rate, Additional payments above this
level (such as the excess payments scheduled in 1980 and 1981 above
the level required to maintain the rate) are simply a "wash." That
is, these excess payments (projected to amount to $92.] million and
$81.3 million in 1980 and 1981, respectively) will indeed flow to
MAC and thus further reduce the MAC "take-out" by that amount
(a budget saving); but, with a constant tax rate, they will not
result in any increase in aggregate real estate tax revenues.

Thus, the City would not be able to convert such "excess"
debt service payments to MAC into additional budget relief unless
it sought to use them as the basis for actually increasing the
property tax rate above the $8.75 level ~- contrary to the Mayor's
present commitment and the assumptions underlying the Financial
Plan. Such a change in City policy would also have to be embodied
in a Financial Plan modification requiring Control Board approval.

Given the City's most current assumptions for the 1980-83
period (and assuming no use of the call provision during that time),
the following will be the outlook as of the end of the 1983 fiscal
year:

- MAC will still hold Exchange Bonds in the aggregate
principal amount of at least $312.8 million (or as
much as $456.7 million, depending on how much, if any,
of the last $150 million of MAC-~held BANs are ultlmately
converted into bondsg);

- The City's 1983 expense budget will have benefitted
from approximately $90 million of real estate tax
revenues which would otherwise have been lost to a
falling real estate tax rate absent the City's BAN-
related debt service payments to MAC in at least that
amount;

— The City's scheduled debt-service payments to MAC on
the Exchange Bonds will drop to a level of approximately
$35.5 million (oxr as much as $49 million, depending on
disposition of the last $150 million of BANs) in 1984,
decreasing very gradually each year throughout until
2008;
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As a result, as the 1984 fiscal year approaches, the City
will need to devote increasing attention to the question of the
extent to which it may seek to accelerate its payments to MAC ,
through use of the call provision. Given the unpredictable nature
of many of the relevant variables (e.g., amount and terms of
future City debt to be issued, trends in assessed and full value of
real estate, changes in the "equalization rate," etc.), it is
almost impossible to project accurately the extent to which debt
service payments to MAC will be needed in order to maintain the
tax rate more than three or four years into the future. Indeed,
given these variables, the estimates even for 1980-83 may be
subject to material change during the four year period.

Nevertheless, given the current assumptions as to the 1980-
1983 period, it does appear that MAC will continue to hold a
sufficient principal amount of outstanding Exchange Bonds (5300 to
$450 mllllon) to permlt the City, through the use of the c¢all
provision, to maintain the real estate tax rate (and the accompanying
budget relief) for a number of years.

. Assuming reasonably stable assessed value and full value
trends for the period following 1983, and taking into account probable
debt service levels during the period, it would appear that the need
for debt service payments to MAC on the Exchange Bonds will be
relatively stable through 1984-85 (i.e., on the order of the $90
million needed in 1983).

In 1986, however, it may be necessary to increase the use of
the call provision in order to maintain the tax rate, to compensate
for an anticipated reduction in City debt service in that year
(after relatively level projected debt service costs the preceeding
three years). Thereafter, the City's debt service costs are
expected to begin increasing to reflect the expansion of its capital
borrowing during the preceeding years. Accordingly, the need for
the use of the call provision to maintain the tax rate could be
expected to decline after 1986.

In any case, 1t appears likely that the City will have
sufficient capacity to maintain the tax rate at $8.75 at least
through fiscal 1985 or 1986, barring drastic changes in the current
outlook for the assessed and full value of taxable real estate.

Alternatively, i1f the City ultimately chooses to limit the
extent to which it utilizes the call provision, it could maintain
some degree of flexibility with respect to the real estate tax rate
(and some degree of budget relief) well bevond 1986. For example,
if the City chooses to exercise the call provision in such a way
as to provide annual payments to MAC on the Exchange Bonds in the
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range of 390 million (the approximate "going-out" rate for 1983) —-—
which would provide constant annual budget relief in that amount --
the Exchange Bonds would not be fully redeemed until at least

1988 (assuming no additional bonds exchanged for the last $150
million of BANs) or 1990 (assuming full bonding of the additional-
$150 million). This would not necessarily prevent modest declines
"in the tax rate from the $8.75 level {(perhaps in 1986), but it would
provide for a more gradual decline than would otherwise ultimately
occur,

This flexibility, and the four-year planning process embodied
in the Financial Emergency Act, provides a reasonable basis for
concluding that the execution and implementation of the Exchange
Agreement can contribute materially to the City's long-range fiscal
stability and health.

CONCLUSION

As indicated above, the May 14 submission requests Control
Board approval of Financial Plan Modification No. 79-7 (as revised),
of the Exchange Agreement and of the issuance of the Exchange Bonds.
The City has provided appropriate certifications in the submission
and there appears to be no reason for the Control Board not to
approve the matters submitted.

Under Section 8 of the Act, the Control Board must approve a
Financial Plan modification which it determines is complete and’
consistent with the standards set forth in Section 8.1. Modification
No. 79-7 reflects the effect of the implementation of the Exchange
Agreement, including the issuance of the Exchange Bonds, on the
Financial Plan currently in effect. Those changes appear to be
complete and consistent with applicable statutory standards and it
is therefore recommended that, pursuant to Section 8.3(b) of the
Act, the Board approve Modification No. 79-7. Approval of Mod-
ification No. 79-7 means that performance of the Exchange Agreement
will be in accordance with the Financial Plan, as modified, and the
Agreement may therefore be approved by the Board pursuant to Section
7.1(e) of the Act.

Similarly, approval of Modification No. 79-7 means that the
issuance of the Exchange Bonds and the redemption of the Txchange
Bonds in accordance with the redemption schedule set forth in the
Exchange Agreement will be consistent with the Financial Plan, as
modified, However, Section 7.1(f) of the Act also authorizes the
Board to disapprove a proposed borrowing if it determines that the
borrowing is inconsistent with the objectives or purposes of the
Act. As part of its submission, the City has affirmatively certified
that the proposed terms of the Exchange Bonds are consistent with
the objectives and purposes of the Act and there appears to be no
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reason for the Board to take issue with that view. It is possible
that the interrelationship of real estate tax revenues, debt

service on the Exchange Bonds and the exercise of the call
provisions of the Exchange Bonds may, in the future, raise issues
that concern the City's ability to naintain a balanced budget during
the period covered by the Financial Plan Oor thereafter, or that

are otherwise relevant to the objectives or Purposes of the Act.
However, the Board will review the effect of any exercise of the
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DEPARTMENT OF AUDIT AND CONTROL

INTER-OFFICE MEMORANDUM

To: Theodore M. Berns, Chief Date:
Municipal Consultant September 21, 1977

From: bernard J. & \k’_ Subject: Payment by New York City of
‘ Interest on Bond Anticipation
Notes Held by the Municipal
Assistance Corporation

I. Background. In fixing its real property tax rate for fiscal year 1978, the
Clty of New York provided for the payment of debt service by levying taxes out51de
the constitutional tax limit to the extent permitted by section 10 of Article VIIT of
the State Constitution. The City's financial plan adopted pursuant to section 8 of
the Financial Emergency Act reflects these anticipated real properiy tax revenues
and the expenditure for the projected debt service.

As a result of events that occurred subsequent to the fixing of the City's
tax rate, the City finds that its debt service in fiscal year 1978 is less than the
amount projected at the time the real property tax rate was fixed, and, concomitantly,

funds raised outside the constitutional tax limit exceed the amount that will
actually be required for payin a TTSBrvice. The use that e oIty
'__‘_r—%m%a&mm

proposes for payment of interest on certain
bond antlclpatlon notes of the City held by the Municipal Assigtance Corporation.
& e policy © e Corporation not to present any obligations of

the City that it holds for the payment of principal or interest, the City had not
made provision in its financial plan or budget for the payment of such principal or
interest. Now, because of the availability to the City of excess funds, it has
proposed and the Corporation has agreed that the Corporation shall present certain
bond anticipation notes to the City for the payment of interest only. The Corporation
having no real need for this interest income, the money to be paid to the Corporation
by the City will ultimately be returned to it, but in a form such that the City

will then be able to use it for its general purposes.

This transaction between the City and the Municipal Assistance Corporation is
@ in Modification Number 10 to the financial plan, which the City has presented
iy Emergency Financial Control Board for approval. The Special Deputy Comptroller
for the City of New York is required to advise the Control Board with respect to
Modification Number 10, and in this connection seeks your guidance as to the following
question:

IT. Question. May the City apply real property tax revenues raised outside the
constitutional tax limit to the payment of interest on bond ant1c1patlon notes of
the City held by the Municipal Assistance Corporation as proposed in Modification
Number 107%

¥ If the answer to the question is yes, a subsidiary issue arises. This
subsidiary issue is presented in Part V below.



IIT. Context for the Question. Because the Municipal Assistance Corporation
has no purpose except to assist the City, Public Authorites Law § Justyard
because the reVenics The Corporation réceives from the sources provided in sections
3036 and 3036-a of the Public Authorities Taw (including revenues for paying debt
service on its cbligations, maintaining certain funds, and financing its own
operations) have thus far beep adequate for carrying out this purpose, the
Corporation has no actual need for the interest income on the bond anticipation
notes. (This is the reason for the Corporation's general policy resenting
the obligations of the City that it holds for the payment of principal or
interest.) Consegquently, the money the C ion receives as debt service
on City obligﬁ@%ﬂm%m{mm

Tporation' s audited financial statements as at June 30, 1977 points out:

Any funds which may be received by the Corporation as interest
or principal payments on the City notes have the effect of
either (a) reducing the funding required from the State,
thereby making additional funds available for payment by
the State to the City, or (b) providing additional funds

to the Corporation for disbursements to the City for its
om%mmwt&
But, although the ultimate return to the City of the monies it pays to the Corporation
as debt service suggests that the transaction results in a "wash," this is not so.
The monies that the City proposes to apply to the payment of interest on the bond
anticipation notes, as monies raised outside the tax limit, are restricted in their
use_to . tha.payoent of debt service. But thg§g—999;g5*JEQEE—EEEZEQEE_EEEEEEEg
to the City, are freed from such restriction and are metamorphosed IATO TONies
that the City may use for any purpose. It is this very result, salutary from
the City's point of view, that is the underlying reason for the whole transaction.

But it is also this very result that gives rise to the question whether
the transaction is permissible; for the result would seem to violate the principle
that money raised for debt service cannot legally be used for general pUrposes.
This principle was enunicated by the Attorney General as recently as Apri of
this year. 1In a letter of that date to the Governor, the Attorney General stated
that as a consequence of that principle gonies collected outside Fhe rax limit

that prove not to be required for the payment of debt service in the year in which
they are raised are to be applied to the payment of-debt service in future years.

IV. Turther Considerations. In discussions about the transaction at issue
within the Office of the Special Deputy Comptroller and between our office and the
City, several arguments have been offered both in favor of the permissibility of
the transaction and against it. You may wish to consider these arguments in reaching
your conclusion on the question.

A. Arquments That the Transaction Is Permissibie

(1) The City is doing nothing more than paying interest on its notes
when they are presented for payment, as the notes by their own terms require.
The City's legal obligation to pay this interest is no less firmly rooted in the State




Constitution -~ the "faith and credit" clause of Article VIII, section 2 —— than is
the real property tax limit. Indeed, the City could not legally refuse to pay.

The truth of these statements would be beyond peradventure if any other holder

of the notes presented them ToF tHe TayIRHE O INTerest, and no rale or principle
of law can be pointed to that requires a different result merely because the
holder of these nofes s ihe MMICIDAT ASSHerTTe Corporation, On thevontrary,
the Public Authorities law itself requires speciftically With respect to bond
anticipation notes that, unhlike other short-term obligations of the City, such
notes, when acquired by the Corporation in exchange for its notes or bonds; Ay
not be delivered to the City for cancellation unless the City pays accrued
iffterest thereon, g 3035(2).

(2) The principle that money raised outside the tax limit for the
payment of debt service cannot legally be used for general purposes is here being
cbserved, not violated; for what is the payment of interest on bond anticipation
notes if not the payment of debt service? That the monies so paid ultimately
return to the City is an incidental effect resulting from the sEETGTOTY scheme
governing the flow of the Corporation's rovenues, whereas the principle that
money raised for the payment of debt service cannot legally be used for general
purposes prohibits only the direct application of such monies for general purposes.

(3) The bond anticipation notes being presented for the pavment of
interest were acquired by the Corporation pursuant. to sections 3035 and 3037 of
the Public Authorities Law. Those notes acquired pursuant to section 3035 were
exchanged for obligations of the Corporation. Had the City itself rather than the
CorpoTation undertaken The re’rinancing ol these noteg, 1ts debt service o he
.mmm IQnies raised outside the Fax limit.

And with respect to those notes the Corporation acquired pursuant to sec 7

r
these, too, could have been sold by the City to the general market, and debt
ice wou 1kewlse have been payable moNies rai outside the

tax limit. Tt is unnecessarily restrictive, therefore, to prohibit the City from
paying the interest here in question with monies raised outside the tax limit, as
it otherwise could do, merely because market conditions —— and not any legal
impediment — necessitated the acquisition of the notes by the Corporation.

(4) One of the reasons that the City's actual debt ice requirements

than what was projected when the real pro s fixed 15 that —
holders of certain notes of the City (including bond anticipation notes) have agreed
to_exchange them for bonds to be issued by the Corporation. The City 1s thus Bl
relieved of paying debt servics amrtiE exXchanged Totes; Bt a further consequence of
this exchange is that the Corporation's debt service is increased because of the new
bond issue. The Corporation funds this increase in its debt service through an
increase in the monies paid over to the Corporation pursuant to sections 3036
and 3036-a of the Public Authorities Law, monies that would otherwise be received
by the City and that it could otherwise use for its general purposes. Thus,
attached to the goal of retiring the City's short term notes (as to the
desirability of which the City, the Corporation, and the Emergency Financial
Control Board all agree) is the unfortunate side-effect of reducing the monies

available to the City for its general purposes. For reasons of i and
cammon_gepge; the City should be permitted to restore the amount of general

purpose monies diverted from it as a side-effect of the exchange that reduced its



debt service by using monies raised outside the tax limit that, by virtue of that
very same exchange, are no longer required for such debt service.

B. Arguments That the Transaction Is Not Permissible

(1) Although it is acknowledged that the notes to be presented by \
the Corporation are authentic obligations of the City on which interest is due ?&\‘
and payable, to stop the inquiry at this point and agree that the proposed \r
transaction is therefore permissible would be to allow form to triumph over
substance. The ultimate return to the City of monies formally paid to the
Corporation as debt service 1s no mere "incidental effect:;" it is the very reasan
for the transaction. 2And what ‘does it matter whether money raised outside the
tax limit is transferred from the City's right pocket of debt service money to
its left pocket of general purpose money directly or whether the money is shifted
to and from the Corporation in the course of being transferred? In either case the
result, substantively, is the same: monies raised outside the tax limit for
debt service are used for general purposes.

(2) Where the City's bond anticipation notes are held by the Corporation
rather than by some other person or entity, the consequences are different., This
is so not because of any one rule or principle of law (see Arqument A(l) above) but
because of all the statutes and practices that taken together establish the
underlying reality of the Corporation, the City, and the relationship between them.
And that underlying reality is such that for many purposes City obligaticns held
by the Corporation are subject to extraordinary treatment, —FOTrEONE PUrsoses,
City notes held by the Torporation and the Corporation's own ocutstanding
obligations are regarded as one-and-the-same. Thus, the City Comptroller in his
Annual Report for 1975-76 excludes from his sumary of City debt City notes held
by the Corporation, giving as his reason that, "corresponding MAC debt is included,
and the additional inclugion of these notes would double count the same financing,"
{p. 23). Nor does the City Camptroller include notes of the City held by the
Corporation or accrued interest thereon in the statement of City liabilities
{p. 2), because of the Ltion's intention not to present such notes for the
payment of principal or interest * (p. 24). Likewise, in the Corporation's
financial statements as at June 30, 1977, precisely because funds received by the
Corporation as interest or principal payments on City notes are ultimately returned
to the City, such notes held by the Corporation are excluded from ifs Statements of
Financial Position (Note 777 This, Since BOth The Tty ah e Corporation agree
that™Tity notes held by the Corporation are not City debt in the ordinary sense,
there 1S nothing remarkable, much less invidious, 1n the conclusion that the City
may not pay interest on notes held by the Corporation in a way such that monies

* A second reason given by the City Comptroller was that some

of the notes were subject to the moratorium legislation. ‘That
legislation having heen invalidated, this reason would seem o
longer to apply.



*
raised outside the tax limit become usable for the City's general purposes.

This is not to say that the City may not pay debt service to the
Corporation at all. As noted above (Argument A(1l)), the City cannot legally
refuse to pay. But it must pay with monies raised within the tax limit. Indeed,
this is what the Cify TEself did il rIscaiyear—1977 Ierore ERe Torporation
established 1ts policy of Not presentmg thy OD_ngatJ.OnS Torthe agmeEnt on.
service) --1t provid ' j i otes held by the
Corporation in that part of its budget that is funded by monies raised within the
tax limit.

(3) The technique employed in the proposed transaction is o to
manipulation argtsbwser—ATTRGuUgh for fiscal yeg;?I@7B"the~63157TIﬂ§-ﬁg%Ei5§y a
real property tax Ior general purposes up to the constitutional tax limit, in
future years it may have to do so. If the City then finds that it needs yet
additicnal revenues for its general purposes, it could, if the transaction at
issue is deened permissible, arrange for the gg;gg_etlon to present City
opITgatioms—Tt oIS Tor the payment of debt serviceg, which the City could fund
With ta%eS raised outside the Limit. TS ITCremse—ia-cevenies that would—them—"
flow back to the City without Tastriction as to the purpose for which they may be
used wopld effectively circumvent the constitutional tax ] l_m_-;L._F

Moreover, since the City could thus increase its general-purpose
revenues almost at will, the use of this device renders illusory any statuto
requirement that the City's budget be in balance.  The partiéﬁIEf’ﬁEE_B?—tEE;y
device now 4t issue snows the dangefwat"itg—ﬁezéht Much of the interest that
is proposed to be paid now was payable in fiscal year 1977, and the payment of the
1977 interest would be accruable as a charge to that vear, a year when the
Financial Emergency Act did not require the City's budget to be in balance. But
the xeyenues that will flow back to the City will be accounted for as 1978

revenues, and would thus facilitate the City's having a balanced budgé¥ for that
year, When The leqislature Tequired that the City's expense budget Ttor its 1978
fiscal year i lance, Financial Emergency Act, g 8, it was not balance
through suc@that it had in mind.

A thi ' circumvented is in the Public
Authorities Law. Although the Public Authorities Law, in section 3037, does
contemplate the flow of monies from the Corporation to the City even to enable
the City to pay its operating expenses, that end nust be accomplished according
to the procedures and within the limitations established in that section. In
particular, section 3037 provides that the outstanding amoqgts paid to the City for

* The requirement of section 3035(2) of the Public Authorities Law
that in certain circumstances the City must pay interest on its
bond anticipation notes held by the Corporation is not to the
contrary. This provision, we are informed, was included in the
legislation as an accommodation to the City for certain
technical reasons not here relevant, and does not reflect a
determination by the legislature that bond anticipation notes
of the City held by the Corporation are to be treated in the same
way asg such notes in the hands of a conventional holder.



aperating expenses pursuant to that section shall not exceed two billion dollars.
That ceiling has already been reached. While it is true that the return of
general-purpose monies to the City would be a result of the proposed transaction
and would thus not be "pursuant to" section 3037, it cannot be argued that:
therefore the statutory ceiling does not apply; for it is the clear implication
of section 3037 that whenever the Corporation is to provide money to the City for
operating expenses the transaction must be pursuant to section 3037. Other
techniques, however imaginative and however indirect, are not permitted.

V. Subsidiary Issue. Most of the notes held by the Corporaticn that are
proposed to be presented for the payment of interest have already matured.
Assuming that the City may pay interest on the notes as proposed, how is the
amount to be paid computed? May the City pay only that amount of interest
that was due and payable as of the date of maturity, OF 18 interest to be

canputed To The Jate when The Hotes are presented Tor Dayment?

VI. égpéndices. The following materials referred to in this memorandum are
attached as appendices.

Appendix A —— Note 7 to the audited financial statements
of the Municipal Assistance Corporation as at June 30, 1977 prepared by
Price Waterhouse & Co. and included in the Official Statement of the Corporation
dated August 24, 1977.

Appendix B - Letter-of April 13, 1977 from the Attorney
General to the Governor.

Appendix C - Annual Report of the City Comptroller for
1975~76, excerpts.



APPENDIX A

claim on per capita aid funds available to the Corporation, have a secondary claim on amounts remaining
on deposit in the Municipal Assistance Tax Fund, after the certification of the amount required for First
General Bond Resolution debt service and Capital Reserve Fund, but before the remaining amounts are
released to the City.

NOTE 6—INVESTMENTS IN MARKETABLE SECURITIES:

Debt service funds transferred to the Corporation in advance of disbursement to bondholders are
temporarily invested for the Corporation by United States Trust Company of New York acting as Trustee
under the bond resolutions, and the income therefrom is credited to the Debt Service Fund for which such
investments are made. Proceeds of debt issues may also be invested by the Trustee'in advance of
disbursement to the City or transferred to other accounts of the Corporation held by the Trustee.

Such investments may be made only in direct obligations of, or obligations guarantecd by, the State or
the United States of America, or in certain other permitted investments, and comprised the following at
June 30, 1977:

U. 8. Treasury Bill Repurchase Agreements maturing through

AUZUST 1977 et e $147,632,000
U. 8. Treasury Bills maturing through December 1977 .o 98,207,475
U. 8. Treasury Notes maturing through Janvary 1978 ... 48,115,712

Total Debt Service Fund investments. ..o eeveeeveeonrveiaveeenns $293,955 187

NoTe 7—New York City Notes HELD 8Y THE CORPORATION:

The Act requires that the Corporation receive obligations of the City in connection with all payments
made to the City for the purpose of paying its opetrating expenses and authorizes the Corporation to
purchase obligations of the City in connection with payments made to the City to enable it to meet short-
term debt service. In addition, as a result of exchange offers made by the Corporation, holders of short-
term notes of the City exchanged such notes for bonds of the Corporation issued under the Second General
Bond Resolution. As a result of such transactions, the Corporation held $3,417 million of such City notes
at June 30, 1977. It is the Corporation’s present intention that City notes held will not be presented for
pavment of principal or interest, except for interest on certain Bond Anticipation Notes.

Any funds which may be received by the Corporation as interest or principal payments on the City
notes have the effect of either (a) reducing the funding required from the State, thereby making additional
funds available for payment by the State to the City, or (b} providing additional funds to the Corporation
for disbursements to the City for its operating expenses or short-term debt service requirements.

Because of these circumstances, the City notes held by the Corporation have not been included in the
accompanying Statements of Financial Position.

Norte 8—0pPerRATING FuND:

The Operating Fund includes those expenses of carrying out the Corporation’s duties and functions, as
autherized by the Act, including the expenses of issuing debt, exercising its oversight responsibilities and
the general administration of the Corperation. These expenses are to be funded from the Special Account
in the Municipal Assistance Tax Fund. The amount funded for the 1977 fiscal year of the Corporation is
$14 million (1976—§$6.8 million), consisting of $6 million cstimated by the Corporation as necessary for
its operating expenses and $8 million for solicitation fees paid by the Corporation in connection with its
recent exchange offer.

At June 30, 1977, $13,667,559 of funds from the State had been allocated to the Corporation for
Operating Fund pusposes. At June 30, 1977 $3,255,938 of funds allocated in 1977 and $942,292 of funds
allocated in 1976 had not been expended and were held for the Corporation’s account by the State.

F-7
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April 13, 1577

Uen. Bugh L. Carey

Cihairman )

New York Stats Emargency Financlal
Cantrol RBoard for the City of Naw York

270 Broadway

New York, New York 10407

Daar Governoxr Carey:

This 1s in reply to vour letier dated March 31, 1877,
»squesting my opinion as to whather tha City ol UHew York
may, in fixing its real estate tax rate outsids the consti-
rurional tax limit of 2-1/23% of the averages full valus of
rowabla real estate in the City, taka into consideration the
fact that a portion of those taxas will be uncollectibls and,
£i: the rats at a level which, considering such uncollactible
toxes, will producs a tax income sufficient %o meet budgetad
sxpenses for dabt service. In consldsring the quastions
posed in your requast for my opinjon, we have alao ascartained
thiat approximately 10% of New Yorkx Clty's tax lavy ramalss
un~eollacted aach yesar.

Article VIIX, § 10, of tha Stata Constitution provides
nr partinent hexa:

*Hersafter, in any * * * city *» * *,
the amount to be raised by tax an raal
pstate in any fiscal year, in addition %o
nroviding for the interest on and koa
princioal of all indebtedness, shall not




pihn o Hugh L. Cagey 2.

exceaed an amount egual to the following
percentages of the average full valuation

of taxable real estate of such * * * city
*x & .
!

"(£) * * * thae city of New York and
the countissz therzin, for city and county
purposes, a ccombined total of two and ona-
hal? per centum.” (Emphasia added,)}

Articls VIII, § 10, furthexr provides that the "amcunt-
to he raised by tax” for general purposss shall be "in
addition to providing for™ debt service, thus separating
a municipality's power to tax for general purposes, subj=act
ko a tax limit, from the power to tax, ocutside the tax limit,
for debt service (see also, Article VIIX, § 2, fourth un-
nunbered paragragh, id., § 12, lazt sentence).

While the precise quastion of whethar taxes levied
for debt service and thereby excluded from a tax limit
may include in the levy an amount for the partion of the
taxas anticipated to remain uncollactad has nevar heen
answered, thera is, however, substancilal authorlty both
for the proposition that fhe adthority to levy X tax for
A DUTD05e Inclutas ThHE power Lo adi.an omountfor anticipabad
trroliected taxes (e.9., People v, Axelrod, 373 Ill. 445{*\
2 . E. 24 512 11939]; Dobyns v, Chesnize, 9 Cal. App, 2d
77, 48 P. 24 743 [Dbisk. Ct. Cal., 1%35]; Burnett v. Grand
Papids, 264 Mich. 593, 230 N.W. 32 [1933]; Lorzis v.
Moprezuma Valiley Irrigation District, 248 ¥, 3635, 373
(35K Cir., 19181, cert. den. 248 U.5., 569; McQuillin,
Municival Coruv. [3d EQA.}, § 44.%9) _apd_for toe proposition
that the power to lavy a tax sufficient to pay a debt i3
izplied from fhe gragt to a municipality of the POWHT to
rucur the debt (e.g., Scotland County Tourt v. HITL,TI%0
U.5. 41 T1891}; Quincy v. Jackson, 113 U.S5. 332 {18857,
Paople v. Schlasger, 391 I1l. 314, 63 N.E. 2d 332 [1945];
iillson V. Eign Point, 238 N.C. 14, 76 S.E. 24 548 [1953]).
Frzm this It mugt be concluded that the power to dncur a
debt presyvogses the power to provide sufficilent actual funds
tc pay the debt and to levy & tax which, by virtue Of
anticipatad tax delinguencias, will ba adequate to pay the
deht.

Article VIII, § 10 does not prascribe the procedure for
derermining whethexr amounts levied for debt service are
Froperly so levied., Section 53-a of the State Fipance Law
providas a statutory procedure for determining when a
runicipality has exceeded its tax limit. Thus, the
constitutional provision is subject to statutory construction.




Moot

I am aware that in 1948, special legislation
win adopted fox the City of Rochester (L. 1948, ch. 451)
which apparently authorized that city to include a reservs
for uncollectible taxas in its tax rate for debht service
snd gensral purposes, and, in addition, regulred that any
axresy taxes collactad ba appliad to futura dabt sarvics
0z general purposes in proportion teo theilx share of ihe
rasa2rve. In implemanting section 34-a of the State Pinznce
Law, the State Comptrollar has construwd the Rochastar - i
statute as valid authority for the sxclusion of thig part of
the levy from the tax limit (see, e€.9., Op. S5t. Comot. 75-395, : i
76~GS6A). Section 1515 of the New York City Chaxler, a3 adopzad
by the voters of tha City in 1575, effactive Januvary 1,
1977, provides: ’

Hugh L. Ca;ey 3. _ i
}
|
!
|
|
|

*£1515 Fixing of tax rate.~ Tha council
shall meat not later than the twenty-Iiith
day of June to f£ix the annual tax rata.

The council shall deduct the total amount
of razceipts as =stimated by the mayor from
the amount of tha budget, as fixad for the
ensuing fiacal year, and shall causa to be
raised by tax on real proparty such 3un a3
shall be as nearxly as possaible but not lass
than, +he balance po-arrived at, by Zixing
a taxM rate in cents and thousandths of a
cent upon each dollaxr of asasassed valuation.
The tax rate shall bhe such to produce a
balanced budget within ygenarally acempted
accounting principles for municipalitiaz.®

1hat Charter provision c¢learly raquiras a balanced budget

nnd must be construed ns authorizing the inclusion of a
re3erve for uncollected taxaa in the debt sarvice levy nince
thar would be in accord with generally accepted accounting
crinciples for municipalities and necessary bto a balanced
budget (see, £.4., Leon E. Hay and R, M. Hikesell, Governmental
Arncoanting [5th ed.), p. 70; Naw York State Departnment of
audit and Control, Unifoxrm System of Acccounts Jor Citias

[196% ed.], p. 3; State of New York, Budgst Manual for
Civies, [1976 ad.], p-. 10). Indeed, the State CTomptrollar's
~ocounting Directive issuad pursuant to Public Authoritias
Law, § 3038(2) raquiras such a raserve. (Of coursa, tha

~ity should make svery effort in succsading y2ars to collact
taxes uncollected in prior years.) Tha MNew York City Chartex
hias the same force and effect as a State sitatuta (Schlakpan v,
Board of Education, 306 ¥.¥. 532, 538, afid, 282 App., Div.
719, revd, on otner grounds, 350 U.S. 551), enjoys the same
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“Jion. lugh L. Caxey 4.

strong presumption Of constitutionality which attaches to

a1l statutes, and is cguivalent in boih substance and egffect

Lo the spacial act relating to the City of Nochester. With
raspect to the tax levy for debt sarvice, nelther the Rochester
statute nor the MNaw York City Charter provision 1is in conflict
;ith the Constitution but rather constzues ik,

1t should also be noted that sincc mponey raizad fox ;
debt service cannot lagally be used for ganeral DUIpOsas !
: {itatthaei v. Housaing Authority of Baltimore Gity, 177 3.
| <GE. 9 A 24 835 [Ct. of App. Md., 1339]), the requirement
! ~f the Rochester statuta that any surplus be applied to 1
future deb®: service is copsistent witn gyenerxal principles
of law. Those principles are likewige applicable here.

I, therefore, conclude that Hew York City may includa
a reserve far thosg taxes, which 1t estimates in each
nudget year in good faith will be uncollectibls, in a tax
levy for dabt service and, by virtue of tha fact that such
taxes are resktricted to payment of debt service only, the
enkire amount of a tax levy for debt sarvice would be
evcluded from the City's tax limit.
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APPENDIX C

. Annual Report
of the

Comptroller
ol

The City of New York

for the

Fiscal Year 1975-1976

Hawxrtsox J. Gorox

Couiptroller

Martiy [ves
Livst Depuiy Conptroller

Son Ewis

Acting Thivd Deputy Comptroller

WALTER ITRAWZINSKY
Secoid Deputy Compiroller

Sor Tawis
Chief Aceconntant
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2. The following obligation was issued to the State in connection with advances by the
State and was sccured by the assignment by the City to the State of all mortgages on Mitchell-Lama
housing projects. This obligation was redeemed at its maturity.

As at June 30, 1976

Type . Maturity Date Principal Amount Interest Rate
(1In Millions)
BAN ... ... .. .. October 1, 1976 $250 8.875%

3. The following obligations were held by MAC as at June 30, 1976. As shown below,
$598.125 million of the City notes held by MAC was received in cxchange oifers and $2,197.3
million of such notes was received by MAC in connection with certain payments by MAC to the
City. (In addition, $18.215 million of City notes have been received by MAC subsequent to June
30, 1976 in an additional exchange offer.)  All of such $598.125 million notes (and such $18.215
million notes received in an additional exchange offer) and substantially all of such $2,197.3 million
of such notes ate subject to the moratorium.  The MAC Act requires MAC to reecive City notes
in connection with all payments to the City for the City’s operating expenses and authorizes MAC
to receive said notes in connection with other payments to the City. With the exception of certain
City notes received by MAC in exchange for MAC obligations, the MAC Act does not expressly
authorize MAC to cancel or otherwise release the City from its lability under City notes held by
MAC, The resolutions of MAC cieating its funded debt provide that amounts payable by the
City on City notes may not be considered by MAC in making certifications for sales tax, stock
transfer tax and State per capita aid funds from the State. The City understands that MAC does
not presently intend to present any City potes held by it for payment of principal or interest (other
than certain BANs which will be presented for payment of interest only). These notes are, how-
ever, valid obligations of the City, and no assurance can be given that the City will not be called
upon to pay them although no provision for such payment has been made in the Financial Plan.
To the extent that the City pays such notes, MAC will have additional funds which it may
apply in furtherance of its corporate purpose to assist the City in providing essential services and
creating investor confidence in the City’s obligations. The City expects to recover all interest paid
to MAC on any of these obligations pursuant to certifications that such funds are needed for the
payment of principal and intercst on short-term obligations.  Sce “Municipal Assistance Corpora-
tion Indebtedness”.

As at June 30, 1976

Qriginal
Type Maturity Date Principal Amount
Notes received by MAC in cxchange (In Millions)
offers:
RAN ... . ... . ... December 11, 1975 $ 118.105
RAN ... .. ... . ... January 12, 1976 252.445
RAN ... .. .. ... February 13, 1976 102.28
BAN . ... March 12, 1976 125.305
$ 598.135
Other Notes held by MAC:* T
TANs . . ... ......... ..., February 13, 1976~ $1,171.27
June 30, 1976
RANs ... ................. May 31, 1976 647.5
BANs ... ....... ... ....... August 20, 1976- 297.53
October 15, 1976
Budget Notes . ............. TFebruary 13, 1976 81.0
2,197.3

52.795.435

#*With the cxeeption of BANs in the principal amount of $110.53 million which bear interest at 7.5% per
annum, these notes bear interest at 5.75% per annum.

61 /. ) 7 _ ; -
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Analysis

I. From Exchange Offers
Series Closing Date
4 1/9/76
5 6/30/76
6 8/6/76
7 a/1/77
9 9/14/77

TOTAL
IT.

From Payments to NYC

Date Issued to MAC

8/22/75
9/4/75
9/11/75
10/17/75
10/17/75
6/28/77

TOTAL

TOTAL BANs HELD BY MAC

{millions)

of BANs Held by MAC

Amount Received

{milliong)

$97,960
27,345
4,405
98,410

440,160

$668,280

$141,000
© 30,000
16,000
64,530
46,000

48,000

$345,530

$1,013,810

Interest

Rate*
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smpliroller’s Report for 1975-1976
Part 1-K—Notes to Financial Statements ( Cont.)

Summary of Long-Term Debt and Notes payable at June 30, 1975

Long-Term Debt Notes Payable
Bond Tax Revenue Urban
Term Serial  Anticipation Anticipation Anticipation Rencwal
Bonds Bonds Notes Notes Notes Notes Total

(000's omitted)
Debt Maturing in TFiscal Year Ending:

June 30, 1976 .. ... $106,507 $962,599  $1,570,175 $380,000  $2,560,000 $29,963  $5,600,244
June 30, 1977 i 151,950 856,842 Craeee e e e 1,008.792
June 30, 1978 it 78,100 640,063 ... ool e 718763
June 30, 1979 ittt 46,935 499,043 L. oo e 545,078
June 30, 1980 .............0oiienn, 390,881 342898 ... o e 733779
Five Years Fading June 30, 1985 ...... 176,603 1,267,110 ...... oo e 1,443.713
Subsequent to July 1, 1985 ............ 298,075 L948,372 ... s e 2,246,447

$1,249,051  $6,517,527  $1,570,175  $380,000  $2,560,000 $29963 $12,306.716

Surnmary of Funds:

General Fund ....oviiiiiiiiiiiiions ciaee $380,000  $2,440000 . ..... $2,820,600
Housing Enterprise Fund ............ ..., $178270  $1,220,175 Ceeee e i 1,398,443
Trust and Agency Funds oooooeviiiin iiin aiii e e T
Capital Projects Fund ................ Cieres e 350,000 ... 120,060 $29,963 499,963
General Long-Terin Debt )

Group of Aceounts ... .0 uuui.oo. ... $1,249,051 6,339,257 ... . e 7,588,308

$1,249,051  $6,517,327  $1,570,175 $380.000  $2,560,000 $29.963 $12,306‘71L6

The City's authority to issue debt is governed by the Constitution of the State of New York, the local finance law, and other
applicabie statutes,

City notes totalting $2,795 million acquired by MAC in connection with MAC firancing and currently held by MAC (Note [) are
not included in the above debt summary, since corresponding MAC debt is included, and the additional inclusion of these notes would
double count the same financing.

. In the event that moneys in the Capital Projects Fund or in the Housing Enterprise Fund are insufficient for the payment of
prineipal of and interest on certain City notes which represent liabjlities of such funds, the principal and interest wili be paid from the
General Fund,

See Note H for long-term commitments to public agencies.

The City's term and serial bonds were held by:

June June
30, 1976 30, 1975
(000's Omitted)
N. Y. C. Sinking Funds ................. st $601,672 $418.757
N. Y. C. Retirement Systems ...... e aea e te it ai e 860,732 330,732
Public o..ovviviiiiiinas.. et e e e 5,965,068 7,017,089
7,427 472 $7,706,578

H. Loxc-TerM CoMMITMENTS To PusLic AceEwnciks

Estimated outstanding principal amount of Lease Purchase Arrangements, as of June 30, 1976, is as follows :
] (In Millions)
City University Construction Fund/New York State Dormitory Authority ......... $4447
Municipal Health Facilities/State Housing Finance Agency ......oo.ovvuivineevnns.s 456.4
New York City Transit Authority ...... e e, 58.6

The funds paid by the City to the above-listed Autherities pursuant to Lease Purchase Arrangements are used by them primarily
or the payment of their debt obligations.

. The City has agreements with various public authorities pursuant to which such authorities agree to be primarily linble for the
principal of and interest on certain debt obligations they isstte, and for the maintenance of capital reserve funds (CRI7) securing such
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