[ConrorMED CoPY]

ADHERENCE AGREEMENT
November 15, 1978

To each of the Purchasers
Referred to Below

Dear Sirs:

The City of New York (the “City”) has been advised that the Municipal
Assistance Corporation For The City of New York (the “Corporation”) is
prepared to enter into a Bond Purchase Agreement dated as of the date hereof
(the “Bond Purchase Agreement”) with each of the Purchasers named in
Schedule I thereto (the “Purchasers™) pursuant to which the Purchasers will
agree, severally, to purchase $1,799,700,000 in apgregate principal amount
of the Corporation’s bonds (the “Bonds™) to be issued pursuant to its Second
General Bond Resolution adopted November 25, 1975, as supplemented and
amended from time to time. The Purchasers have required that this Agree-
ment be executed and delivered as an essential condition to their entering into
the Bond Purchase Agreement.

In order to induce the Purchasers to enter into the Bond Purchase Agree-
ment and to purchase the Bonds pursuant to the terms thereof, the City
hereby agrees as follows with and for the benefit of each of the Purchasers:

SECTION 1. Representations and Warranties. The City hereby repre-
sents and warrants that:

1.1. Authorization; Validity and Enforceability. The execution, de-
livery and performance of this Agreement has been duly authorized. This
Agreement has been duly executed and delivered by the City and constitutes
a valid and legally binding agreement of the City. The City is subject to suit
by the Purchasers to enforce the City’s obligations under this Agreement,

1.2. No Conflict, etc. The execution, delivery and performance of this
Agreement will not conflict with or constitute on the part of the City a breach
of, or a default under, any law, ordinance, regulation, decree or order
existing on the date as of which this representation and warranty is made,
the City Charter, or (to the best of the knowledge of the City, after due
investigation) any resolution, agreement, indenture, mortgage, lease or other
instrument to which the City is subject or by which it is bound.
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1.3. Governmental Approvals. No authorization, consent or approval
of, or filing or registration with, any legislative body or other governmental
official, department, commission, board, bureau, agency, instrumentality, body
or public benefit corporation which has the jurisdiction and power to take
the action it purports to take (a “Governmental Authority”) or court is or will
be necessary, undet requirements of law existing on the date as of which this
representation and warranty is made, for the valid execution, delivery or
performance by the City of this Agreement, or, if necessary, such authoriza-
tion, consent, approval, filing or registration has been duly obtained or made.

1.4. Pending or Threatened Litigation. There is no action, suit, proceed-
ing or investigation before or by any court or Governmental Authority pending
or (to the best of the knowledge of the City) overtly threatened against the
City or (to the best of the knowledge of the City, no independent investigation
having been made) any other person wherein an unfavorable decision, ruling
or finding would have any of the effects described in clause (a), (b) or (c) of
Section 2.9 of the Bond Purchase Agreement; cxcept any such action, suit,
proceeding or investigation (or any action, suit or proceeding which may be
brought with respect to the subject matter of any such investigation) (i) which
is referred to in Schedule IV to the Bond Purchase Agreement, or (ii) wherein
an unfavorable decision, ruling or finding would have any of the cflects de-
scribed in (a), (b) or (¢) of the Bond Purchase Agreement, but which is referred
to in a certificate of the Chairman of the Corporation delivered on the Closing
Date as of which this representation and warranty is made to the Purchasers
and to each of the counsel delivering opinions pursuant to Section 3.12(b)
and (e) thereof.

1.5. No Sovereign Immunity. In any proceeding by a Purchaser to
enforce any of the obligations of the City under this Agreement in a court of
competent jurisdiction, the City does not have and agrees not to assert the
defense of sovercign immunity and consents to the initiation of any such
proceedings.

1.6. FCB Act. The New York State Financial Emergency Act for The
City of New York, as amended from time to time (the “FCB Act”), has been
validly enacted and is in full force and effect. The pledge and agreement of
the State of New York (the “State”) in Section 3 hereof is duly authorized
pursuant to Section 10-2.3 of the FCB Act.

1.7. Certificates to Constitute Representation and Warranty of the City.
Any certificate signed by any official of the City and delivered to the Purchasers
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pursuant to the Bond Purchase Agreement shall be deemed a representation
and warranty by the City to cach of the Purchasers as to the accuracy of the
statements therein made.

SECTION 2, Covenants of the City. The City hereby covenants and
agrees that:

2.1. Compliance with FCB Act. It will comply with (a) the provisions
of the FCB Act applicable to the City, as the FCB Act may be amended from
time to time without violation of the State Covenant and (b) the City’s then
current four-year financial plan, together with any modifications thercof,
prepared pursuant to the FCB Act and approved or formulated by the New
York State Financial Control Board (the “Control Board”) for the City pur-
suant to the FCB Act.

2.2. Debt Service Fund and Short-Term Borrowing. It will comply
with the provisions of Sections 9-a and 9-b of the FCB Act, and all definitions
in Section 2 of the FCB Act applicable to Sections 9-a and 9-b, as in effect
on the date hereof; provided, howcever, that it may instcad comply with the
provisions of any amcndments to such Sections and definitions after the date
hereof, that are consistent with the State Covenant, to the following extent:

(i) The City may act in accordance with an amendment to the
definition of “Available Tax Levy” or Section 9-a.2 of the FCB Act if
such amendment is consistent with the objectives, as reflected in Section
9-a of the FCB Act as in effect on the date hereof, that all monthly debt
service, within the meaning of Section 9-a.2.a of the FCB Act as in
cffect on the date hereof, will be funded from actual collections of real
cstate taxes and assessments held in a separatc account without com-
mingling with other revenues and that such funding will occur in advance
of such monthly debt service payments;

(ii) The City may renew tax anticipation notes to mature on the
carlier of (A) the expected date of collection of the taxes or assessments
in respect of which such notes were issued or (B) 20 days after the end
of the fiscal year of the City (a “fiscal year”) in which such notes were
issued, to the extent such taxes or assessments arc properly accrued in
the fiscal year in which such notes were issued in accordance with
generally accepted accounting principles (“GAAP™);

(iii} The City may issue revenue anticipation notes with a maturity
within four months after the fiscal year in which they were issued to the






