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Witons Dhrect Gial' Nismbor
(212) 820~-9382 February 23, 1984

Stephen J. Weinstein
Municipal Assistance Corp.
One World Trade Center
Suite 8901

New York, New York

Dear Steve:

As per our discussion, I enclose my memorandum
dated February 5, 1981, concerning commercial paper.
The passages on "mirror bonding" appear on pages 4
and 5.

The enclosed memorandum is being sent to you
solely to aid in your recollection of past discussions
relating to the applicability of the "mirror bonding”
requirements and for no other purpose. It was written
as a summary of then . outstanding legal issues connected
with the proposed issuance of commercial paper. As such,
any conclusions expressed therein do not necessarily
reflect the position of the firm. The memorandum
represents no more than an internal working paper for
the firm. As such, it should not be reproduced or
gquoted in any manner nor shown to anyone outside the

MAC staff.
Sincerely,
//\l/,ﬁ QA Cjwag,tu
Jack Schrager
JS:37]

Enc.



MEMORANDUM

February 5, 1981

To: D.J. Robinson
J.J. Keochane
C.R. Paul

From: J. Schrager

Re: - MAC Commercial Paper

This memorandum treats some of the issues raised by the
proposal of the Municipal Assistance Corporation for the City of
New York ("MAC"} to issue short-term commercial paper backed by a
letter of credit issued by a bank or banks. All references are to

the Public Authorities Law of the State of New York. . unless other-

wise indicated.

Commercial Peper as "Notas"

MAC's enabling act clearly contemplates the issuance of
notes for any corporate purpose of MAC. In addition to its general
power "to borrow money and to issue notes or bonds and to fund or
refund the same" (§3010(9)), MAC is authorized "to issue its notes
and bonds ... to provide sufficient funds for achieving its
corporate purposes" (§3012(1) (a)).

Although the notes are required to be authorized by
resolution (§3012(1) (d)), the statutory prohibition on the issuance
of bonds under a third resolution is clearly limited to bonds and
does not extend to notes (§3033(5)). In the discretion of MAC's

directors, any notes may be secured by a trust indenture (§3012(7)).



It is therefore concluded that MAC has the power to

issue commercial paper as "notes".

Statutory Issuance Test

Section 3033(2) limits the issuance of bonds-aﬂd notes to
an aggregate of $10 billion, excluding (i) bonds and notes issued
to refund outstanding bonds and notes and (ii) notes issﬁéé for
seasonal financing. The "seasonal financing" refers to MAC's power
under §3037(d) to pay monies to The City of New York (the "City™)
“to meet its seasonal borrowing requirements“, which are defined to
mean those "amounts which are required by the City to enable it to
pay current operating expenses, provided such expenses are included
in an expense budget of the City balanced in accordance witﬁ the
New York State Financial Emergency Act for The City of New York.
Whether financing of this nature is desired by the City, which has
successfully issued its own RANS and TANS to meet its seasonal
borrowing requirements, is questionable. MAC has not engaged in
this type of financing for several years. Section 3033(3)fc)
requires any such note to mature not later than "the end of the
fiscal year in which it is originally issued".

The first issue of notes, unless it refunds MAC bonds
or qualifies as "seasonal financing", will count against the $10
billion issuance limitation. It is contemplated that the notes
would be rolled over regularly, however; if the proceeds of one
issue of notes were used to redeem or to pay at maturity a prior
issue of notes, the subsequent issue, constituting refunding notes,

would not have to be counted against MAC's issuance test.
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Coverage Tests

Under MAC's first and second bond resolutions, coverage
tests are keyed into debt service for MAC obligations issued under
such resolutions. These tests will not apply as MAC will issue
its commercial paper under a new indenture.

However, Section 4.3(b) of the bond purchase agreement
dated as of November 15, 1978, among MAC and certain financial
institutions and pension funds, limits MAC's right to issue short-
term notes. It provides that MAC shall not issue any short-term
notes unless (a) they are payable only from first and second
resolution spillover and (b) there is two-times coverage on
second resolution bonds and the notes to be issued, including
debt service payable on any outstanding short term notés. In
addition debt service on short-term notes must be included in

the coverage tests for future issuances of first or second

resolution obligations.

Finally, Section 4.3(b) expressly provides that

no short-term notes of the Corporation shall be renewed or
refunded by the issuance of other short-term notes of the
Corporation. Clearly, the issuance of commercial paper as now
proposed will require an amendment to this Section.

Both Paul Weiss and Hawkins, Delafield & Wood have

stressed their concern with the perceived effect of the note

issues on the coverage for MAC's other obligations. Concern has
focused on the image which might be fostered by MAC constantly
rolling over short term debt, a practice widely hailed as abusive

when engaged in by the City prior to the fiscal ecrisis in 1975,






