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STATE OF NEW YORK

STATE TAX COI{MISSION

In the Matten of  the Appl lcat lon

of

QITEENS COLLEGE STUDnVT SERVTCES CORPORATION

To Revlew a Detenmlnat lon under Ant lc le I l
of  the Tax Law with neference to a Tnust
fnd.entune r .econded Septembon 2,  f970 between
QUEENS COLLECE STUDENT SERVICES CORPORATION
and MARfNE MfDIAND GRACE TRIIST COMPANY OF
NEW YORK and 6then neconded documents.

DETERI,IINATTOil

Appl lcant,  Queens Col lege Student Senvl .ces Conponat lon,

65-3o Klssena Boulevand, Flushlng, New yonk L)767, has fr red an

appl lcat lon wi th the State Tax Conrmisslon pursuant to AntLcLe 11 ,

of the Tax Law to revlew a detenrnlnatlon by the Miscellaneous Tax

Buneau that an Lnstr.ument executed by the appllcant and neconded

on septemben 2,  1970, was subJect to montgage necondl .ng tax.

A fonmal heanlng was held befone Paul B. Cobunn, Heanlng offfcen,

at the offtces of the State Tax Consnlssion, Two Wonld Tr.ade Centen,

65tlr Eloon, Roorn 65-lt, New yonk, New yonkr on July L8, r.9?h at

L :L5  P .M.

fhe Mlscellaneous Tax Buneau was pepnesrented by SauL Heckelman, Eso.

(Mant in SehapLno, Esq. of  counsel) .  The appl icant was nepnesented.

by Anthut' H. Kd.hn, Eso. The Clty of New Yonk appe.aned, and was repne-

sented by rsaae c.  Donnonr Eso. and Robent J.  Metzlen, Esq.
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ISSIIE

Was the tnust lndentune exempt from montgage r.ecordlng tax

upon re-necordlng of  the lndentune to nef lect  the Lssuanco of  a

bond ln the aggnegate pninclpal  amount of  $3r3O0r0OO.0O to the

Unl ted  Sta tes  o f  Amenica?

FINDINGS OF FACT

1. The Queens Col lege Student Servl .ces Conponat ion ( t t0onponat lont t )

ls a nonproflt mernbenshlp conponatlon duly lnconponated pursuant

to seet ion LO of the Mernbenshlp Conponat lon Law of the State of

New Yonk to serve the educatlonal and. recneatl.onaL needs of the

studonts of Queens Co}lege. The Conponatlon was empowered by the

certLf lcat ion of  lnconponat lon to deslgn, constr .uct  and matntain

a student unLon faci l l ty .

2.  Queens Col l -ege ls an educat lon unLt of  the Cl ty Unlvensl ty

of New York and ls admlnlstered by the Boand of Htghen Educatlon.

The Boand appnoved the constnuctlon of a student unlon bulLdtng

by a nesolutLon adopted on June 21, 1965.

3.  A sLte fon such but ld lng was purchased fnom the ct ty of

New York ln Block 65t1, Lot l, on the Tax Map of the Borough of

Queens, Cl ty of  New Yotk.

4.  In onden to f lnance the pnoJect,  the Conponet lon executed.

a tnust lndentune to the Manl-ne MldLand Gnace Tnust company of

New Yonkr 8s tnustee, dated as of  August l ,  1970. The ind.entune

pnovlded fon the Lssuance of bonds deslgnated as trQueens College

Student SenvLees Conporat lon,  eueens Col lege of  the Ctty Unlvensl ty

of New Yonk, Student Unlon F'actl lt les Bond.s of 197Ott up to a maxlmum

amount of $? r2OA'OOO.OO. To secure pa;rment of prlnclpal and. lntenest
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on sald bonds, Manl.ne Mtdlandr as tnustee, rece!.ved a f lnst  montgage

llen on the eonstructlon site and all bulldLngs and. lmpnovements

theneaften eFected on that s l te.  Manine Mldland also necelved a

flnst l len on the net Fevenues denlved fnom the openatlon of the

Student Union Fe.cll i t les System. Manlne Mldland took sald montgage

and finst l ien fon the equal and propontlonate benefit of all hold.ens

of the bonds lssued on to be issued unden and secuned by the t rust

Lndentune.

5.  Unden Art lcLe VIr .  seet lon 13 of  the lndentune, the Conpor-

at ion covenanted to f l Ie,  neglsten and recond the lndenture as a

montgage of neal pnopenty and to pay aL1 necondLng and neglstnation

taxes and fees Lncldental  to such f1Ling, neglbbnat loh and'"Feeondlng.

6.  On September 2,  I97O, the tnust Lnd.entune was neconded ln

the Reglstny OffLce, eueens County,  in neel  la2l1 of  montgages, at

pages 12 thnough L62. At the tlme of thls necondatLon, bonds in

the total  aggregate pnlnclpal  amount of  $3r9001000.00 had been Lssued

to pnlvate under.wn!. ter .s.  fhe Ctty Reglsten nequlned the payment of

$29' 250.00 ln montgage necond.lng tax computed upon the vaLue of bonds

issued to that date befone allowlng necond,ation. The Conponation

paid th ls sum under pnotest .

7.  A loan agneement (Contnact No. H( loz)-ZSO5) aated as of

August 28, 1968 was exeeutod by and between the Conponatl.on a.nd the

Unlted States of Amenl.ca (Govennment) wher.eLn the Govennment aetl.ng

by and thnough the Secnetar"y of Housing and Ur.ban Development agneed

to punchase bonds issued by the conponatlon. 0n August S, L9zo, an
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anendatony agneement supenbeding the orlglnal agreement was executed.

0n August 28r 1970, a furthen amendment was made. fn its f lnal fonm,

the agPeement between the Govennment and. the ConponatLon pnovld,ed

that the Govennment would punehase a 
'slngle 

Student Union Factl lty

Bond. ln  the  aggnegate  pn lnc lpa l  amount  o f  $3r3o0rooo.oo . 'T l re  s t ip -

ulated rate of lntenost was )rt wnlLe tho agneed terrn of the loan

was fifty yeans. Secunlty fon the loan would be a genenal obllgatlon

of the Conponatl.on additlonally secured by a finst mortgage on the

pnoJect includlng l ts s i te.  and any facl l l t ies added to the student

union systom and by a flrst l len and pledge of net revenues denlved

fnom the openatlon of the stud.ent union facilLtles. The pnovlelons

fon secunity ln the L96B agneement were essentially unchang:ed ln

the subseouent amendatory agreement and the August 28, L97O amendment.

8. On July 1!, 1971, the tnust lnd.enture neconded on Septembev 2,

1970 was ne- reeorded to  ne fLec t  the  issuance o f  t t re  $3 ,3oo,ooo.oo

bond to the Govennment. The neeondlng o-fficen demanded pa;rment of

montgage necor.dLng tax ln the amount or $e[r 71o.oo computed on the

basis of  the $3r300r000.00 vaLue of  the bond. The rnontgage recondlng

tax payment was rnade by the conponatl.on unden pnotest.

9. on Augusr 26, 197r, a timery appl.icatr.on fon a nefund of

montgage neconding tax paid. to the Reglsten of the Clty of New yonk

was made to the state Tax commlssLon by the conporatlon.

CONCLUSTONS OF LAW

A- That, the tnust indenture was exempt fnom montgage necondl.ng

tax upon i ts re-recording to nef lect  the issuance of  the $3r3OO,O0O.OO

bond to the Untted States of Amenica. The Unlted. States of Amenl.ca
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acttng thnough the Depantm'ent of Houslng and Ur.ban Development (IntD),

ls Lrnmune fnom taxatlon. An lnstr"umentality used to effect tts

lawfuL punposes is slrnilanly lmmune. The appllcant, Queens College

Student Senvlces Corponat lon,  executed the tnust indentune ln onden

to pnovLde the neouined secunity fon a pnion loan agneemdnt wtth

HUD. The tnust Lndenture cannot, then, be chanacterized as a punely

pnlvate lnstnumental i ty.  To the extent i t  was ut l l lzed to secupe a

Loan granted. by HUD, the trust lndentune tras an Lnstnumentality of

the United States of Anenlca and was oxempt fnom taxatlon. (See

city of New Yonk v. N.Y.u., 3 AD zd 9Sl+ and 0plnlon by Montlmen il.

Kassel l ;  Deputy commissloner and counser to the New yonk state

Depantment of  raxat lon and Flnance, Octoben B'r '1953)- '  '  ' .? ' .

B. That, the secunlty arrangements accompanylng a govennment

loan ane an indiv is ib le pant of  a uni tary lending pnocess. The fact

that only the tnust lndentune was taxed d.oes not change the nesult

of thls case. Both the loan funds used to punchase the bond and the

tnust indentune shaFe the same lrnrnunity fnom taxatlon. Slmilanly,

the fact that pnirnany nesponsibil l ty fon payment of the tax i inposed

by section 259 Ls upon the bonnower has no effect on the irununLty

of the tnust Lndentune to tho extent lt is used as an instnurnentallty

of  the Unl ted States of  Amenlca.
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C, That,  the pet l t lon ls gnanted as

$2hr75O.OO.  The app l lcan t ,  eueens Co l tege

ls not entLtLed to any intenest upon such

denled in that  nespect.

DATED: Albany, l{ew Yonk

regards the nefund of

Student Senvices Conponat lon,

nefund and the petlt lon ls

STATE TAX COMMISSION

h^"IF, Y^r,*
COMMTSSIONM


