THE City OF NEW YORK
OFFICE OF THE MAYOR
NEw York, N.Y. 10007

SALLY HERNANDEZ-PINERO
Perury Mavor
Frvance ann EconoMic DEVELOPMENT

April 17, 1991

Mr. Quentin B. Spector

Executive Director

Municipal Assistance Corporation for
The City of New York

One World Trade Center, Suite 8901
New York, NY 10048

Dear Mr. Spector:

This is in response to your letter regarding the sales tax exemption for the
Exchanges’ new state-of-the-art headquarters in Lower Manhattan. As you are no doubt
aware, after several months of intensive negotiations and the provision of a substantial
package of incentives, including the sales tax exemption, the City and State were
successtul last fall in preliminarily convincing the Exchanges to remain in New York
rather than succumb to an enticing offer from New Jersey. Clearly, our City could not
have afforded to lose an industry with such tremendous financial and symbolic importance.

I do, of course, share your interest and concern for the long term sccurity of
sales tax revenues in New York City. A majority of your letter, however, deals with the
condition of a default under the Municipal Assistance Corporation’s three general bond
resolutions; it is my understanding that such a default would primarily come about
through some legislative action or substantial long-term change in City tax policy --
neither of which apply to the proposed Exchanges transaction.

Since the project will be constructed on publicly owned land, where technically no
sales tax on construction material is payable, the Exchanges will not be required to pay
sales tax on such materials or other integral component parts used on the development of
their proposed state-of-the-art trading facility. In addition, our proposal allows for
sales tax monies from construction of the project’s office tower, which is intended to
house the Exchanges’ member-firms and industry-related businesses, to be applied to
lowering costs on the trading facility itself. Our estimates on the value of this
savings were based on a preliminary materials cost of approximately $137.5 million -- of
which 80% was assumed to be eligible for sales tax exemption. If we apply the City’s 4%
sales tax rate, the resultant value of the incentive in nominal dollars is approximately
$4.4 million.



The State’s contribution, at a 4% rate, coupled with the .25% attributable to the
Metropolitan Transportation Authority (4.25% total), was valued at approximately $4.6
million, for a combined State/City sales tax exemption in nominal dollars of $9.0
million.

This figure is certainly subject to modification depending on the final cost and
design of the Exchanges’ new headquarters. Furthermore, while our analysis outlines the
full value of the savings, it is worth noting that given the current market, it may have
been reasonable to assume that, without the Exchanges, this site might not have otherwise
been developed in the near future; and therefore, the true value of our sales tax
incentives and, for that matter, all other real estate tax and ground rent incentives,
may be considerably lower than publicly discussed.

Given that their industry is estimated to provide over 11,500 jobs, and $165M in
annual City and State tax revenue, we are quite pleased to be joining with the Exchanges
in building their new home in New York. I hope that this letter has served to address
some of your interests and concerns regarding this important project.

Please let me know if you have any additional questions. I do apologize for the

delay in responding to your original letter and hope that the delay did not cause you too
much concern.

Sincerely,

Juhylpon fire

Sally Hernandez-Pinero






