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Annual Information Statement of the
State of New York

Introduction

ThisAnnuel Information Satemeant (AI'S isdated May 31, 2000 and containsinformation only through
tha dite ThisAlScongtitutesthe official disclosure information regarding the financial condition of the
Sae ThisAlSincludes a discussion of the Sate'scurrent fiscal year and resultsfor the three prior fiscal
years as Well asinformation on the Sate'seconomy, debt and other financing activities, governmental
organization, public authorities and localities, and litigation.

The Saewill pariodcdly update the AlSand plansto issue updatesin August and November, 2000 and
Jnuay, 2001. TheSdeintendsto announce publicly when an update or a supplement isissued. The Sate
may choosetoincorporate by reference al or a portion of this AlSin future Official Satements or related
dgdoare doaumentsfor Sate or Sate-supported debt issuance. Readers may obtain informational copies
of the AlS ypdates and supplements by contacting the Division of the Budget, Sate Capitol, Albany, NY
12224, (518) 473-8705, or the Office of the Sate Comptroller, Gov. A.E. Snith Sate Office Building,
Albeny, NY 12236, (518) 474-4015. Thisinformation isalso available electronically on the Divison of
the Budget (DOB) Internet ste at www.state.ny.us/dob and has been filed with Nationally Recognized
Munidpa SouitiesInformetion Rgpositories. The information on the DOB Internet site has been prepared
by DOB for theconvenienceof persons seeking certain information therein. Typographical or other errors
may haveoocured in converting the original source documentsto their digital format, and DOB assumes
no liaality or repponsbility for errorsor omissions contained at the Internet site. Further, DOB disclaims
any dty or odiggtion to @ther mantain availability of or to update the information contained at the Internet
ste or any reponghlity or liability for any damages caused by viruses contained within the electronic files
at the Internet ste.

Theinformetion rdaingtotheSa e of New York in this AlShas been furnished by DOB and the Office
of theSaeComptraller (OSC), with additional information obtained from sourcesthat the Sate believes
to berdiade Information relating to matters described in the section entitled “ Litigation” isfurnished by
the Officeof theSate Attorney General. ThisAlS including the Exhibits attached hereto, should be read
initsentirety, together with any update or supplement.

Duing the fiscal year, the Governor, the Sate Comptroller, Sate legidators, and others may issue
datements or reportstha contain predctions projections or other information relating to the Sate' sfinancial
condtion, including potential operating resultsfor the current fiscal year and projected baseline gaps for
future fiscal years, that may vary materialy from the information provided in this AIS Investors,
bondholders and other market participants should, however, refer to thisAlS asrevised, updated, or
supplemented, for official information regarding the financial condition of the Sate.
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Current Fiscal Year

Overview

The Saéscurent fiscd year begen on April 1, 2000 and ends on March 31, 2001. On March 30, 2000,
the Sateadbptedtheddt service portion of the Sate budget for the 2000-01 fiscal year; the remainder of
the ittt wesenactedby theSate L egidature on May 5, 2000, 35 days after the statutory deadline of April
1. TheGoveanor goprovedtheludtgt as passed by the Legidature. Prior to passing the budget in itsentirety
for thecurrant ficd year, the Sate enacted interim appropriationsthat permitted the Sate to continue its
operations.

Following enactment of thebudget, the Sate prepared a Financial Plan for the 2000-01 fiscal year (the
"'2000-01 Hnendd Plan") that sts forth projected receipts and disbursements based on the actionstaken by
the Legdature Thissdtion provides a summary of the Financial Plan which was released on May 10, 2000.
The Saeexpadsto yoctetheHnancial Plan quarterly. T he Office of the Sate Comptroller is conducting
areviewof the2000-01 Enacted Budget and is expectedto issue areport in early June, 2000. The report,
when avaldde can ke obtained from the Office of the Sate Comptroller, Governor Alfred E. Snith Sate
Office Building, Albany, N.Y. 12236, (518) 474-4015, or electronically at www.osc.state.ny.us.

In 2000-01, Genad Fundddarsements, including transfersto support capital projects, debt service and
other funds areetimated at $38.92 hillion, an increase of $1.75 hillion or 4.72 percent over 1999-2000.
Projected spending under the 2000-01 enacted budget is $992 million above the Governor’ s Executive
Budget recommendations, including 30-day amendments submitted January 31, 2000.

The 2000-01 Fnancial Plan projects closing balancesin the General Fund and other reserves of $3.2
kllion, induwling $1.71 hillion in the General Fund. T his closing balance is comprised of $675 million in
resavesfor potential labor costs resulting from new collective bargaining agreements and other spending
commitments $547 millioninthe T ax Sabilization Reserve Fund (for use in case of unanticipated deficits),
$150 millionintheContingency Reserve Fund (which helps offset litigation risks), and $338 million in the
Gommunity ProjetsFund (which finances legidative initiatives). In addition to the $1.71 hillion balance
in the General Fund, $1.2 hillion is projected for reserve in the ST AR Secial Revenue Fund and $250
million in the Debt Reduction Reserve Fund (DRRF).

Svead devdopments arising from negotiations on the budget will affect Sate financesin subsequent
yeas Hrd,aportionof Legdative additionsto the 2000-01 Executive Budget will recur at higher spending
levdsin 2001-02 andbeyond including increased funding for school aid, tuition assstance, and prescription
dw covearaefortheddly. Second, the Legidature enacted the Debt Reform Act of 2000 (Debt Reform
Ad). TheDdx Reform Act, which appliesto new Sate-supported debt issued on or after April 1, 2000,
imposes cgpson newddt oudandng and new debit service costs, restrictsthe use of debt to capital purposes
only, andregridsthe maximum term of Sate debt issuancesto no more than 30 years. Finally, the Sate
atbpted an eddtiond tax rdief package that will reduce tax receipts by $1.2 billion when fully effective; this
package indudesthedimingtion or reduction of grossreceiptstaxeson energy ($330 million), the expansion
of the Power for bis' energy tax credit program ($125 million), a college tuition deduction or credit taken
agend perond incometaxes ($200 million), and reduction of the marriage penalty for taxpayerswho file
jointly ($200 million).

T he following table summarizes projected spending for the General Fund, Sate Funds, and All
Govenmentd Funds in the 2000-01 Financial Plan. (Readersunfamiliar with the distinctions among the
General Fund, Sate Funds and All Governmental Funds should refer to the definitionsin Exhibit A).
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Tablel
Cash Disbursement Comparison
StateFiscal Year Basis
(Millions of Dollars)

Percent Change Average Annual
Actual Projected $ From Percent Change
1999-2000 2000-2001 Change 1999-2000 1995-96 thru 2000-2001
General Fund $37,170 $38,924 $1,754 4.7% 2.6%
State Funds 49,850 53,288 3,438 6.9% 3.9%
All Governmental Funds 73,359 77,529 4,170 5.7% 3.8%

Source: Sate Division of the Budget.

Many complex politicd, odal and economic forcesinfluence the Sate’ s economy and finances, which
may intun dfet theSaeFnandal Plan. T hese forces may affect the Sate unpredictably from fiscal year
to fixd year andareinfluenced by governments, ingtitutions, and organizationsthat are not supject to the
Saesoontrol. The2000-01 Financial Plan isalso necessarily based upon forecasts of national and Sate
eoonomic adtivity. Economicforecagshave frequently failed to predict accurately the timing and magnitude
of changesin the national and Sate economies. T he Divison of Budget believesthat its projections of
recdptsandddurementsrelating to the 2000-01 Financial Plan, and the assumptions on which they are
besed areresonable. Actual results, however, could differ materially and adversely from the projections
« forthinthisAlS endthose projections may be changed materially and adversely from timeto time. See
the stion entitled “ Special Consderations’ below for a discusson of risks and uncertainties faced by the
Sate.

2000-01 State Financial Plan

Fou governmentd fundtypescomprise the Sate Financial Plan: the General Fund, the Soecial Revenue
FRunds the Capital Projects Funds, and the Debt Service Funds. The Sate' sfund structure adheresto the
aooounting gandards of the Governmental Accounting Sandards Board. T his section discusses significant
activitiesin the General Fund and the other governmental funds anticipated in 2000-01.

General Fund

TheGenga Fund isthe principa operating fund of the Sate andis used to account for al financial
transsctions except those required to be accounted for in another fund. It isthe Sate’ slargest fund and
recavesdmod dl Saetaxesandother resources not dedicated to particular purposes. In the Sate’ s 2000-01
fizd year, theGenerd Fund (exclusive of transfers) is expected to account for approximately 46.6 percent
of All Governmentd Fundsddursements and 67.8 percent of total Sate Funds dishursements. General Fund
moneysaredso transferred to other funds, primarily to support certain capital projects and debt service
paymentsin other fundtypes Tade 2 below depictsthe components of projected receipts and disbursements
in the General Fund.
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Table2
Projected Shares of General Fund Receipts and Disbursements
StateFiscal Year 2000-01

Businces Taxes 18.4 Local Assistance 6 B
Usar Taxes & Pees 17.7

Olhar Taxer 1.8

..................... MiGt. RECOIDTE/TTANATES B 8

L T T T T T T T T S
S

Capltalather1 4
Oeneral Stata Changes 5.6
BIals Opetatons 8.3
Bersonal Income Tax 61.% Datt Garvice 5.0
BEATIITH DISEURSEMENTS

Totd Ganad Fundrecaiptsandtranders from other funds are projected to be $39.72 hillion in 2000-01,
an increeseof $2.32 hillionover 1999-2000. T otal General Fund disbursements and transfersto other funds
ae projectedtobe$38.92 hillion, an increase of $1.75 billion over 1999-2000. Table 4 at the end of this
stion comparestheGanard Fund as projected in the 2000-01 Financial Plan to actual General Fund results
for 1999-2000.

Projected General Fund Receipts

Totd Ganad Fundrecaiptsandtranders from other fundsin 2000-01 are projected to be $39.72 hillion,
an increeseof $2.32 hillion fromthe$37.40 hillion recorded in 1999-2000. T histotal includes $36.35 hillion
in tax recdpts $1.34 bllion in miscellaneous receipts, and $2.03 hillion in transfers from other funds. The
trander of $34 billionin net reources through the tax refund reserve account from 1999-2000 to the 2000-
01 fixcd periodhasthe effect of exaggerating the growth in Sate receiptsfrom year to year by depressing
reported 1999-2000 figuresandinflating 2000-01 projections. Table 6 at the end of this section outlinesthe
movement of resources acrossfiscal years.

PERSONAL INCOME TAX
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PRQOJ.)
$17,759 $20,080 $20,339 $24,334

The Paronal IncomeTax is imposed on the income of individuals, esates and trusts and is based, with
catan modfications on federal definitions of income and deductions. Net General Fund personal income
tax colletionsareprojected to reach $24.33 hillion in 2000-01, well over half of all General Fund receipts
and nearly $4 killion anovethereported 1999-2000 collection total. Much of thisincrease isassociated with
the $34 hillion net impact of thetrander of the surplus from 1999-2000 to the current year as partially offset
by thedverdon of an adtitiond $1.99 hillion in income tax receiptsto the STAR Fund. The ST AR program
wes createdin 1998 ssa Sate-funded local property tax relief program funded through the use of personal
income tax recdpts Adusted for these transactions, the growth in net income tax receiptsisroughly $1.3
killion, eninareeseof nearly 5 percent. Thisgrowth islargely afunction of two factors (i) the 9 percent
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gowth inincometax ligdlity projectedfor tax year 2000; and (ii) the impact of the 1999 tax year settlement
recorded early in thisfiscal year.

Themod dgnificant detutory changes made thisfiscal year provide for: an increase, phased in over two
yeas in the earned income tax credit from 25 percent to 30 percent of the federal credit; athree-year
phasedtin red.ction of themarriagepenalty; a four-year phased-in deduction or credit for college tuition; and
enhancement of the child and dependent care credit effective January 1, 2000.

USER TAXESAND FEES
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PROJ.)
$7,036 $7,244 $7,604 $7,021

User taxes and fees are comprised of three-quarters of the Sate’' sfour percent sales and use tax,
dprette, tobeooo produts dooholic beverage, and auto rental taxes, and a portion of the motor fuel excise
levies Thiscategory dsoincludes receipts from the motor vehicle fees and alcoholic beverage license fees.
Deadcated trangoortation fundsoutsde of the General Fund receive a portion of the motor fuel tax and motor
vehideregstration feesand al of the highway use taxes and fees. Receiptsfrom user taxes and feesare
projected to total $7.02 hillion, a decrease of $583 million below reported collectionsin 1999-2000.

The sestax and cigarette tax components of this category account for virtually all of the 2000-01
dedine Growth in base salestax yield, after adjusting for tax law changes and other factors, is projected
a 45pacat. The projected decrease in salestax cash receipts of 3.4 percent reflects, in large part, the
impadt of thepermanent exemption for clothing and footwear items costing under $110. Cigarette tax and
tobecoo productstax receipts are projected to decline by $146 million primarily due to reduced taxable
conamption asodaedwith theinareesein the cigarette tax of 55 cents per pack imposed on March 1, 2000.
The dedineinthemoator fuel taxes and motor vehicle feesin the General Fund largely reflect the increased
dedcation of these revenue sourcesto the Dedicated Highway and Bridge Trust Fund and the Dedicated
Mass Trangortation Trid Fund Alooholic beverage taxes are expected to decline modestly, consistent with
hidoricd trends Alcoholic beverage license fees are projected to increase sgnificantly as 2000-01 isthe
find year inthetrangtiontothe new license renewal schedule. A modest increase in auto rental tax receipts
over 1999-2000 levelsis projected.

BUS NESSTAXES
($ millions)

1997-98 1998-99 1999-2000 2000-01 (PROJ.)
$5,047 $4,857 $4,560 $4,228

Business taxes include franchise taxes based generally on net income of general business, bank and
insurance corporations, aswell as gross receipts-based taxes on utilities and gallonage-based petroleum
business taxes.

Totd hienesstax collectionsin 2000-01 are now projected to be $4.23 billion, $332 million below
readtsfor theprior fiscal year. The category includesreceiptsfrom: (1) franchisetax leviesimposed on
general business corporations, banks, and insurance companies, (2) grossreceiptstaxeson energy and
telecommunication service providers, and (3) atax imposed at variousrates on petroleum businesses.

6
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Theyear-over-year decline in projected receiptsin busnesstax collectionsislargely attributable to
dauory changss Theeinclude the firg year impact of a scheduled bank and insurance franchise tax rate
red.tion, ared.ction in the cap on tax liahility for non-life insurers, and the expansion of the economic
devdopment zone(renamedEmpire Zones, effective May 19, 2000) and zone equivalent areastax credits.
Ongoing tax red.tionsindudethesecond year of the corporation franchise rate reduction, the grossreceipts
tax rateaut from 3.25 peroant to 2.5 percent, the continuation of the "Power for Jobs' program, and the use
of tax creditsfor investmentsin certified capital companies.

Legdation enadtedthisfiscal year affecting receiptsin this category include: a phased reduction in the
gossrenaptstax, an expangon of the"Power for Jobs' program, expansion of the tax credit for investments
in catifiedcgpitd companies, establishment of the Empire Zones program, reformsto allocation rulesfor
finendd svicecompanies tax rate reductions for small businesses and S-corporations, a new tax credit for
invetmentsin"gemn buildngs," and a new tax credit for investment in low- and moderate-income housing.

OTHER TAXES
($ millions)

1997-98 1998-99 1999-2000 2000-01 (PROJ.)

$1,094 $1,138 $1,107 $766

Other taxesindudetheestate and gift tax, the real property gainstax and pari-mutuel taxes. Other tax
recapts aenowprojedtedto totd $766 million, $341 million below 1999-2000 levels. The primary factors
aooounting for thisdedine are legidation enacted previoudy that repealed both the real property gainstax
andthegft tax andsgnificantly reduced estate tax rates, and the incremental effects of tax reductionsin the
pari-mutual tax.

MI SCELLANEOUSRECEIPTS
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PRQOJ.)
$1,718 $1,587 $1,648 $1,339

Miscellaneous receiptsinclude investment income, abandoned property receipts, medical provider
asessments, minor federal grants, receipts from public authorities, and certain other license and fee
revenues Totd misodleneousreceiptsare expected to reach $1.34 hillion, down $309 million from the prior
year amount. T hisrefletstheabsence in 2000-01 of non-recurring receipts received in 1999-2000 and the
phaseou of the medical provider assessments, completed in January 2000. The Sate Comptroller has
restated medical provider assessmentsin the General Fund, which hasthe effect of increasing reported
misodlaneous receipts and spending in grantsto local governments by $120 million in 1997-98 and $82
million in 1998-99.
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TRANSFERSFROM OTHER FUNDS
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PROJ.)
$2,018 $1,917 $2,137 $2,029

Transfers from other fundsto the General Fund consst primarily of tax revenuesin excess of debt
Fvice requiraments, including the one percent salestax used to support paymentsto Local Government
Assistance Corporation (LGAC).

Trandersfrom other funds are expected to total $2.03 billion, or $108 million lessthan total receipts
from this category during 1999-2000. Total transfers of salestaxesin excessof LGAC delt service
requremants are expected to decrease by $74 million consstent with the salestax projections described
above, while transfersfrom all other funds are expected to decrease by $34 million.

Projected General Fund Disbursements

Gangd Fndddursaments including transfers to support capital projects, debt service and other funds,
ae curatly etimateda $38.92 hillion in 2000-01, an increase of $1.75 hillion or 4.7 percent over 1999-
2000.

Fallowing the pattern of the last three fiscal years, education programsreceive the largest share of
increeged funding in the 2000-01 Financial Plan. School aidis projected to grow by $850 million or 8.0
percent over 1999-2000 (on a Sate fiscal year basis). Sending on other local education and higher
ed.cation programs will also increase significantly from the prior year, growing by $376 million or 13.3
pecat. Outside of education, the largest growth in spending isfor Sate operations ($507 million) and
general Sate charges ($104 million), as described in more detail below.

Projected spending in the 2000-01 Financial Plan is $992 million above the Executive Budget
projettions Theincrease in General Fund spending is comprised of legidative additionsto the Executive
Buotgt (primexily ineducation), offset by various spending reestimates, including lower projected spending
for Medicaid, welfare, debt service and general Sate charges.

The Anandd Plandsoreflect s the use of resources from the Health Care Reform Act of 2000 (HCRA
2000) thet will hep finenceseveral health and mental hygiene programsin Secial Revenue Funds, including
prescription drug assstance for the elderly, supplemental Medicare insurance, and other public health
svicss Se"Tobeooo Settlement Proceeds and Uses' later in this section for a discusson of HCRA 2000
and the tobacco settlement.

GRANTSTOLOCAL GOVERNMENTS

($ millions)

1997-98

1998-99

1999-2000

2000-01 (PROJ.)

$23,388

$24,776

$25,636

$26,833

Grants to Local Governments is the largest category of General Fund disbursements and includes
finandd ad to local governments and not-for-profit organizations, aswell as entitlement paymentsfor
indvidlels Thelarget areas of spendingin this category are for aid to public schools (43 percent) and for
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the Sae shareof Medcadpaymentsto medical providers (21 percent). Grantsto Local Governmentsare
projected at $26.83 hillion in 2000-01, an increase of $1.20 hillion or 4.7 percent over 1999-2000.

Ganad Rndpending on school aidisprojectedat $11.47 billion in 2000-01 (on a Sate fiscal year
bed9, anincreese of $850 million from the prior year. School aid will grow by $1.2 hillion (8.7 percent)
on aghool year beds and funds operating aid, building aid, transportation, and other aid programs. For all
other edlcation and higher education programs, disbursements are projected to grow by $376 million to
$323 hillion. Thisgrowth includesfunding to support an increase in the maximum award level for the
Tution Assstance Program (T AP) to $5,000, aswell asthe expansion of the income ceiling for TAP
eligibility to $80,000.

Sendng for Medcadin 2000-01 is projected to total $5.59 hillion. T hisreflects underlying spending
gowth inthisprogamof 4 percent, and effortsto maximize federal moneys. |n addition, resourcesfrom
HCRA 2000 andthetobeooo settlement revenues are utilized to support overall health care spending. The
Sae Comptroller has restated medical provider assessmentsin the General Fund, which hasthe effect of
increesing reportedmiscellaneous receipts and spending in grantsto local governments by $120 million in
1997-98 and $82 million in 1998-99.

Wedfare spendingis projected at $1.20 hillion, a decrease of $77 million from the prior year. This
deoreaee readtsfrom aprojectedcasel oad decline of approximately 65,000 recipients (or 7.4 percent) to an
average annual total of approximately 814,000 recipientsin 2000-01. Welfare spending also reflects
increased availahility of federal Temporary Assstance for Needy Families (T ANF) Block Grant funds.

Didureamentsforall other health and social welfare programs are projected to total $1.93 hillion, an
increeee of $262 million fromtheprior fiscal year. T hisincludes an expansion of the EPIC prescription drug
progam that increesesincomedigibility to $35,000 for single seniors and $50,000 for married couples, and
areduction in certain fees.

Unredriced adprogramstolocd governments are projected at $923 million, an increase of $98 million
from theprior year. This additional funding includes a5 percent across-the-board revenue sharing increase
for dl dties towns andvillages outside of New Y ork City, and $87 million in additional aid to counties and
selected cities, towns, villages, and school digricts.

STATE OPERATIONS
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PROJ.)
$6,193 $6,671 $6,600 $7,107

Sate operations pays for the costs of operating the Executive, Legidative, and Judicia branches of
govenment. Spending in this category isprojected at $7.11 hillion, an increase of $507 million or 7.7
percant over theprior year. Thegowth in Sate operationsisattributable in part to areduction in one-time
recdptsfromtheSae University that had offset General Fund spending in 1999-2000 ($38 million), and
adresein fedard gant avards from the Department of Correctional Services ($56 million), a portion of
which istiming-related.

COther sourcssof growth in Sate operationsinclude the costs of salary related increases and inflation
($200 million), the labor contract between the United University Professonals (UUP) andthe Sate
Universty ($30 million), thedevelopment of computerized sysemsin various Sate agencies ($80 million),

9



Annual Information Statement May 31, 2000

incresgesin the lddary budget ($52 million), and higher costsin the Department of Correctiona Services
in 2000-01, indudngthe full cost of saffing two new Sate prisons ($32 million). The 2000-01 spending
egimae doesnot ye include costs of new labor contractsthat have not been approved by the Legidature.
These costs will be funded through collective bargaining reserves of $675 million, which are carried
spaady inthe2000-01 Financial Plan. These reserves, when paid, will be reflected in various financial
plan spending categories and will cover costsfor both the 1999-2000 and 2000-01 fiscal year.

The Saehasreechedageamat with most of its major unions on anew four-year labor contract. The
2000-01 Financial Plan has reserved sufficient moneys for the added costsincurred under collective
bergeining ageamants andresarvesarecontained in the preliminary outyear projection for 2001-02 to cover
the projected recurring costs of new agreements.

The Sae soveadl workforceisprojectedto be approximately 195,000 employees at the end of 2000-01,
W dou 2,700 fromtheendof 1999-2000. For more information on the Sate'sworkforce, see the section
entitled "Sate Organization — Sate Government Employment” in thisAIS

GENERAL STATE CHARGES
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PRQOJ.)
$2,265 $2,259 $2,087 $2,191

Gengral Satecharges(G32s) account for the costs of providing fringe benefitsto Sate employees and
retirees of the Executive, Legidature, and Judiciary. T hese payments, many of which are mandated by
daue andoolletive bargaining agreements, include employer contributionsfor pensions, socia security,
hedth inarance workers compensetion, and unemployment insurance. GSCs also cover Sate payments-in-
lierof-taxes tolocd govemments for certain Sate-owned lands, and the cogts of defending lawslits againgt
the Sate andits public officers.

Didursmentsfor Gsaeestimated at $2.19 hillion, an increase of $104 million from the prior year.
Thedhange mainly reflects higher health insurance ratesin calendar year 2000, primarily to cover the
increesing cod of providngprescription drug benefitsfor Sate employees. T he 2000-01 spending estimate
oontinuesto ammethe $250 million in offset fundsrelated to the dissolution of the Medical Malpractice
Insurance Association (MMIA), which isthe last year these funds are expected to be available.

DEBT SERVICE
($ millions)

1997-98 1998-99 1999-2000 2000-01 (PROJ.)
$10 $9 $6 $5

Thiscategory acoountsfor deit service on short-term obligations of the Sate, which consigts of interest
cogson the Sate’ scommercial paper program. The commercial paper program isexpectedto have a
maximum of $45 million outstanding during 2000-01, asthis program is being replaced with additional
vaidderaegmad odigation bonds. The majority of the Sate’ sdelt serviceisfor long-term bonds, and
isshown in the Financial Plan asatransfer to the General Debt Service Fund.

10
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TRANSFERSTO OTHER FUNDS
($ millions)
1997-98 1998-99 1999-2000 2000-01 (PROJ.)
$2,611 $2,854 $2,841 $2,788

Trandersto other funds from the General Fund are made primarily to finance certain portions of Sate
capitd projectsgpendng and debt service on long-term bonds where these costs are not funded from other
uecss For afull discussion of the Sate's capital and debt programs, see the section entitled " Debt and
Other Financing Activities' in thisAIS

Longtem ddt savice transfers are projected at $2.26 hillion in 2000-01, an increase of $18 million
from 1999-2000. The increase reflects debt service costsfrom prior year bond sales (net of refunding
sving, andoatain sles planned to occur during the 2000-01 fiscal year to support new capital spending,
primarily for economic development, the environment and education.

Trandesfor cgoitd projects provide General Fund support for projectsthat are not financed by bond
procesds dedcatedtaxes, other revenues, or federal grants. Transfersfor capital projects of $234 million
in 2000-01 are projected to increase $23 million from the prior year.

All othertransfers, which reflect the remaining transfersfrom the General Fundto other funds, are
edimated to totd $294 millionin 2000-01, adecrease of $94 million from the prior fiscal year . T hisamount
takes into account the use of HCRA 2000 funding for the Sate’ s subsdy to the Roswell Park Cancer
Ingtitute.

The Delt Redltion Resrve Fund (DRRF) is assumed by DOB to be reclassified from the General Fund
to the Capitd Projetsfundtypein 2000-01. T he 2000-01 Financial Plan reflectsthe deposit of an additional
$250 millionin Ganeral Fund receiptsto DRRF in 2000-01, aswell as $250 million in one-time resources
from the Sate s share of tobacco settlement proceeds.

Non-recurring Resources

The Dividon of theButg egimaestheat the 2000-01 Financial Plan contains new actionsin the enacted
buobet thet providenon-recurring resources totaling approximately $36 million, excluding use of the 1999-
2000 surplus.

Fund Balances

The 2000-01 Hnancial Plan projects closing balancesin the General Fund and other reserves of $3.2
hillion, indudng $1.71 hillion in the General Fund. Thisclosng balance is comprised of $675 million in
regvesfor collettive bargaining and other spending commitments, $547 million in the Tax Sabilization
Resrve Fund $150 millionin the Contingency Reserve Fund (which helps offset litigation risks), and $338
million intheCommunity Projects Fund (which finances legidative initiatives). In addition to the $1.71
bllion revedintheGeneral Fund, $1.2 hillion is projected for reserve in the ST AR Special Revenue Fund
and $250 million in DRRF.

Outyear Projections of Receipts and Disbursements

Sae lavreniresthe Governor to propose a balanced budget each year. Preliminary analysisby DOB
indcatesthat theSatewill havea2001-02 budget gap of approximately $2 hillion, which is comparable with
ogpsprojected following enactment of recent budgets. T hisegstimate includesthe projected costs of new
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collective bargaining agreements, no assumed operating efficiencies, and the planned application of
approximately $1.2 billion in ST AR tax reduction reserves.

In recent years the Satehasdosed projected budget gaps which have ranged from $5 billion to lessthan
$1 hbllion (asegtimated by DOB). Sustained growth in the Sate'seconomy could contribute to closing
potentid budtgt imbdlancesover the next several years, both in terms of higher-than-projected tax receipts
and in lower-than-expected entitlement spending. Savings from initiatives by Sate agenciesto deliver
svioss moredfidently, workforoe management efforts, and maximization of federal and non-General Fund
spending offsets could also help bring projected disbursements and receiptsinto balance.

The Dividon of theBudtgt will formally update its projections of receipts and disbursementsfor future
yearsaspat of theGovernor's 2001-02 Executive Budget submisson. The revised expectationsfor these
yearswill reflet ypdbted estimat es of receipts and disbursements aswell as new 2001-02 Executive Budget
recommendations.

Tobacco Settlement Proceeds and Uses

On November 23,1998, the attorneys general for forty-six states (including New Y ork) entered into a
mede stlement ageameat (MSA) with the nation’ slargest tobacco manufacturers. Under the terms of the
MSA, the states agreed to release the manufacturersfrom all smoking-related claimsin exchange for
adfied paymentsand the imposition of restrictions on tobacco advertisng and marketing. New York is
projected to recave$25 Lillion over 25 years under the MSA, with payments apportioned among the Sate
(51 percent), counties(22 peroant), and New Y ork City (27 percent). The projected payments (but not the
goportionment of the payments) are an estimate and subject to adjussmentsfor, among other things, the
annue chengeinthevolumeof dgaretteshipments and the rate of inflation. From 1999-2000 through 2002-
03, theSaeexpedstoresdve $1.54 hillion under the nationwide settlement with cigarette manufacturers.
Counties indudngNewYork City, are projected to receive settlement payments of $1.47 billion over the
same period.

The 2000-01 Hnandd Plan wilizes certain resources from HCRA 2000, the successor legidation to the
Hedth CareReform Act of 1996. HCRA 2000 continues the negotiated reimbursement system for non-
governmentd payors, and provides funding for, among other things, graduate medical education, indigent
cae, andtheexpangon of hedth insurance coverage for uninsured adults and children. HCRA 2000 will help
finance .vard hedth-rda ed programs, including prescription drug assstance for the elderly, supplemental
Meadcareinarrance, and other public health servicesthat were previoudy funded from the General Fund.
Programs under HCRA 2000 will be financed with revenues generated from the financing mechanisms
oontinued from HCRA 1996, ashareof the Sate's tobacco settlement and revenues from an increased excise
tax on cigarettes,

The Saeplanstouse$1.29 hillion in tobacco settlement money over the next three yearsto finance
hedth programsunder HCRA 2000 ($1.01 hillion) and projected increased costsin Medicaid ($274 million).
The ramaining$250 million in onetimet obacco payments from 1999-2000 will be depositedto DRRF. The
table below summarizes the projected payments, and enacted and proposed uses by fiscal year.
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Table3
New York State Tobacco Settlement Funds
($in millions)

Total

2000-01 (1) 2001-02 2002-03 Thru 2002-03

Total Tobacco Settlement Funds $668 $396 $474 $1.538
Uses:

Finance Health Care (2) $326 $305 $383 $1,014

Fund New Medicaid Needs 92 91 91 274

Deposit to Debt Reduction Reserve 250 0 0 250

(1) Includes$302 million ininitial pay ments received in 1999-2000.
(2) Includes$50 million required for cash flow that will be used for health care in 2003-04.

Other Governmental Funds

In eddtionto the General Fund, the 2000-01 Financial Plan includes Soecial Revenue Funds, Capital
Projects Funds and Debt Service Funds which are discussed below. Amounts below do not include other
sources and uses of fundstransferredto or from other fund types.

All Governmentd Fndspendng is estimated at $77.53 billion in 2000-01, an increase of $4.17 hillion
or 5.7 paont dovetheprior year. When spending for the ST AR tax relief program is excluded, spending
gowth is 4.6 percent. The spending growth iscomprised of changesin the General Fund ($1.81 hillion
exdudngtrandeary, $edal Revenue Funds ($2.03 hillion), Capital Projects Funds ($124 million) and Debt
Service Funds ($206 million).

Special Revenue Funds

Totd ddursamentsfor programs supported by Soecial Revenue Funds are projected at $33.25 hillion,
an increeseof $2.03 billion or 6.5 percent over 1999-2000. Special Revenue Fundsinclude federal grants
and Sate special revenue funds.

Fedrd gants comprise 69 percent of all Yecial Revenue spending in 2000-01, comparable to prior
yeas Didursmentsfromfederal funds are estimated at $22.87 hillion, up by $798 million or 3.6 percent.
Medicaid isthe largest program within federal funds, accounting for over half of total spendingin this
caegory. In2000-01, federal support for Medicaid spending is projected at $14.93 hillion, an increase of
$396 million over 1999-2000. The remaining growth in federal fundsis primarily for the Child Health Plus
progam, whichisegimated to increase by $86 million in 2000-01, aswell asincreased spending in various
social services programs.

Sae add revenue spending is projected to be $10.38 billion, an increase of $1.23 hillion or 13.5
percant fromlagt year. Thegpendngreflectsthe next phase of the ST AR program valued at $2.0 hillion (up
$785 millionfrom 1999-2000), and $617 million in additional spending resulting from HCRA 2000. T his
growth is offset by decreased spending of $176 million due to the elimination of medical provider
assessments on January 1, 2000.
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Capital Projects Funds

$endng from Capital Projects Fundsin 2000-01 isprojected at $4.35 hillion, an increase of $124
million or 2.9 peroant from last year. Theincreaseisattributable to $184 million for new capital projects,
primaily for trangportation, economic development, the environment and education and planned increases
for school congtruction and economic development programs.

Debt Service Funds

Sendng from Det SaviceFRinds is estimated at $3.79 hillion in 2000-01, an increase of $206 million,
or 5.7 pacant fromtheprior year. T rangportation purposes, including debt service on bondsissued for Sate
and local highway and bridge programs financed through the New York Sate Thruway Authority and
apported by theDedicat ed Highway and Bridge T rust Fund, account for $127 million of the year-to-year
increase. Debt service for education purposes, including Sate and City University programsfinanced
through theDormitory Authority, will increase by $59 million. The remaining growth isfor avariety of
programsin mental health and corrections, and for general obligation financings.

2000-01 GAAP-Basis Financial Plan

Sauory reporting requirements provide for updatesto the Sate' s projected financial results when
presented on aGAAP bedson or before September firgt of each fiscal year. The Divison of the Budget will
provice aGAAP-bedsupdateto the 2000-01 Financial Plan later in the fiscal year, after the completion of
the 1999-2000 audited financial statements.

Special Considerations

Degoite recent budgetary surplusesrecorded by the Sate, actions affecting the level of receiptsand
ddurements therdaivegrengh of the Sate and regional economy, and actions by the federal government
coudimpact projectediougt gaps for the Sate. T hese gaps would result from a disparity between recurring
revenues and the cogs of increasing the level of support for Sate programs. T o address a potential
imbdance inany given fiscal year, the Sate would be required to take actionsto increase receipts and/or
redoe ddurssmentsasit enactsthe budget for that year, and, under the Sate Congitution, the Governor
isrequiredto proposealdanced budget each year. T here can be no assurance, however, that the Legidature
will enact theGovernor’ sproposasor that the Sate’ sactionswill be sufficient to preserve budgetary balance
in agiven fiscal year or to align recurring receipts and disbursementsin future fiscal years.

Many complex politicd, odal and economic forcesinfluence the Sate’ s economy and finances, which
may intun afect the2000-01 Financial Plan. These forces may affect the Sate unpredictably from fiscal
year tofixd year and are influenced by governments, ingitutions, and eventsthat are not subject to the
Saesoontrol. The2000-01 Financial Plan is based upon forecasts of national and Sate economic activity
devdopad throuhboth internal analysis and review of national and Sate economic forecasts prepared by
commercial forecasting services and other public and private forecasters. Many uncertaintiesexist in
forecad s of both thenationd and S ate economies, including consumer attitudestoward spending, the extent
of corporateandgovernmentd resructuring, the condition of the financial sector, federal fiscal and monetary
polides thelevd of interest rates, and the condition of the world economy, which could have an adverse
efet onthe Sate. T here can be no assurance that the Sate economy will not experience resultsin the
aurent fical year that are worse than predicted, with corresponding material and adverse effectson the
Sae sprojectionsof receipts and dishursements. For a discussion of uncertaintiesin the current economic
foreced, sethesation entitled " Economics and Demographics — Current Economic Outlook” in thisAIS
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Projetions of totd Sate receiptsin the 2000-01 Financial Plan are based on the Sate tax structurein
efett duingthecurent ficd year and on assumptionsrelating to basic economic factors and their historical
rddionshipsto Saetax receipts. In preparing projections of Sate receipts, economic forecastsrelatingto
paona income, wages, consumption, profits and employment have been particularly important. The
projection of recdptsfrommogt tax or revenue sourcesis generally made by estimating the change in yield
of achtax or reventesourcecaussd by economic and other factors, rather than by estimating the total yield
of achtax or revente source from its estimated tax base. T he forecasting methodology, however, ensures
that Saefixd year collection estimatesfor taxesthat are based on a computation of annual liahility, such
asthebenessandpersonal income taxes, are consstent with estimates of total liability under such taxes.

Projections of totd Sateddarsement s are based on assumptions relating to economic and demographic
factors potentid collective bargaining agreements, levels of dishursementsfor various services provided by
local governments (where the cod is partially reimbursed by the Sate), and the results of various
aminigrative andgatutory mechanisms in controlling disbursementsfor Sate operations. Factorsthat may
dfedt thelevd of ddursementsinthe fiscal year include uncertaintiesrelating to the economy of the nation
andtheSae thepolides of the federal government, collective bargaining negotiations and changesin the
demand for and use of Sate services.

Ove thelongterm, inoartaintieswith regard to the economy present the largest potential risk to future
b bdanceinNewYork Sate. For example, a downturn in the financial markets or the wider economy
isposibe arik that isheightened by the lengthy expansion currently underway. T he securitiesindustry
ismoreimportant totheNewvYork economy than the national economy as awhole, potentially amplifying
theimpect of an economic downturn. A large change in sock market performance during the forecast
horizon coudresult in wage, bonus, and unemployment levelsthat are sgnificantly different from those
emboded inthe 2000-01 Financial Plan forecast. Merging and downsizing by firms, as a consequence of
deregulation or continued foreign competition, may also have more significant adverse effects on
employment than expected.

An ongoingrik tothe2000-01 Financial Plan arisesfrom the potential impact of certain litigation and
federal disallowances now pending againgt the Sate, which could produce adverse effectson the Sate's
projections of recdptsanddsbursements. T he 2000-01 Financial Plan contains projected reserves of $150
million in 2000-01 for achevents, but assumes no significant federal disallowances or other federal actions
that codddfedt Saefinances For more information on certain litigation pending againg the Sate, seethe
section entitled “ Litigation” in thisAIS

Addtiond rikstothe2000-01 Financial Plan may arise from the enactment of legidation by the U.S
Conges ThePasonal Responshility and Work Opportunity Reconciliation Act of 1996 created a new
Temporay Asiganceto Nexdy Families program (T ANF) partially funded with afixed federal block grant
to dates Congresshasreoatly debated proposals under which the federal government would take a portion
of daeremvesfromthe T ANFHodk grant for use in funding other federal programs. It hasalso considered
proposastha woldlower the Sate' s share of masstrandt operating assstance. Finally, several proposals
to dter fedad tax lavthat have surfaced in recent years could adversely affect Sate revenues, snce many
Séae taxesdpendon fedad df initions of income. While Congress has not enacted these proposals, it may
do so in thefuture, or it may take other actionsthat could have an adverse effect on Sate finances.

The 2000-01 Hnandd Plan assumes the availability of certain resourcesto finance portions of General

Fund gpendngfor fringe benefits, health and welfare programs. T hese resources could become unavailable
or decrease, placing additional pressures on budget balance.
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The Divisonof the Budget believesthat its projections of receiptsand disbursementsrelatingto the
aurent SateFnancial Plan, and the assumptions on which they are based, are reasonable. Actual results,
however, couddffer meteidly andadversely from the projections set forth in thisAlS In the past, the Sate
has teken managament actions to address potential financial plan shortfalls, and DOB believesit could take
dmilar ationshoudadverse variances occur in itsprojectionsfor the current fiscal year. In addition, the
Sae hasprojected year-end fund balances of up to $3.2 hillion in 2000-01, as described in the section
entitled "Fund Balances' in thisAIS

[REMAINDER OF THISPAGE INTENTIONALLY LEFT BLANK]
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Table4
2000-2001 General Fund Financial Plan
Comparison of Receiptsand Disbursements
(millions of dollars)

1999-2000 2000-01 Per cent
Actual Enacted Change Change
OPENING FUND BALANCE (1) $942 $917 ($25)
Personal I ncome Tax $20,339 $24,334 $3,995 19.6%
User Taxes and Fees:
Sales and Use Tax 6,141 5,935 (206) -3.4%
Cigarette and Tobacco Tax 643 497 (146) -22.7%
Motor Fuel Tax 180 19 (161) -89.4%
Motor Vehicle Fees 401 321 (80) -20.0%
Alcoholic Beverage Taxes and Fees 200 207 7 3.5%
Container Tax 0 0 0 0.0%
Auto Rental Tax 39 42 3 7.7%
Subtotal $7,604 $7,021 ($583) -(.(%
Business Taxes:
Corporation Franchise Tax 1,939 2,150 211 10.9%
Corporation and Utilities Taxes 1,418 816 (602) -42.5%
Insurance Taxes 589 632 43 7.3%
Bank Tax 525 540 15 2.9%
Petroleum Business Tax 89 90 1 1.1%
Subtotal $4,560 $4,228 ($332) -7.3%
Other Taxes:
Estate and Gift Taxes 1,054 728 (326) -30.9%
Real Property Gains Tax 15 4 (11) -73.3%
Pari-mutuel Tax 36 33 ) -8.3%
Other Taxes 2 1 (1) -50.0%
Subtotal $1,107 $766 ($341) -30.8%
Miscellaneous Receipts $1,648 $1,339 ($309) -18.8%
Transfers from Other Funds:
Sales Tax in Excess of LGAC Debt Service 1,719 1,645 (74) -4.3%
All Other Transfers 418 384 (34) -8.1%
Subtotal $2,137 $2,029 ($108) -5.1%
TOTAL RECEIPTS $37,395 $39,717 $2,322 6.2%
Grantsto Local Governments $25,636 $26,833 $1,197 4.7%
State Operations $6,600 $7,107 $507 7.7%
General State Charges $2,087 $2,191 $104 5.0%
Debt Service $6 $5 ($1) -16.7%
Transfersto Other Funds:
In Support of Debt Service 2,242 2,260 18 0.8%
In Support of Capital Projects 211 234 23 10.9%
All Other Transfers 388 294 (94) -24.2%
Subtotal $2.841 $2,788 (353) -T9%
TOTAL DISBURSEMENTS $37,170 $38,924 $1,754 4.7%

Excess (Detficiency) of Receipts and Other
Financing Sources over Disbursements and
Other Financing Uses $225 $793 $568

CLOSING FUND BALANCE $1,167 $1,710 $543

Source: Sate Division of the Budget.

(1) The 2000-2001 opening fund balance is $250 million lower than the 1999-2000 closing fund balance due to the proposed reclassification of
the Debt Reduction Reserve Fund (DRRF) from the General Fund to the Capital Proj ects funds in 2000-2001.
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Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sour ces (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Use of Debt Reduction Reserve Fund
Net other financing sour ces (uses)

Changein fund balance

Closing fund balance

Source: Sate Division of the Budget.

Table5
Cash Financial Plan
2000-2001 All Governmental Funds
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
$917 $762 $232 $198 $2,109
36,349 4,623 1,510 2,314 44,796
1,339 6,727 2,000 570 10,636
0 22,903 1,392 0 24,295
$37,688 $34,253 $4,902 $2,884 $79,727
26,833 26,499 1,064 0 54,396
7,107 6,193 0 7 13,307
2,191 559 0 0 2,750
5 0 0 3,784 3,789
0 3 3,284 0 3,287
$36,136 $33,254 $4,348 $3,791 $77,529
2,029 2,308 259 4,895 9,491
(2,788) (2,122) (659) (4,009) (9,578)
0 0 322 0 322
0 0 (500) 0 (500)
($759) $186 ($578) $886 ($265)
$793 $1,185 ($24) ($21) $1,933
$1,710 $1,947 $208 $177 $4,042
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Tax Refund Reserve Account

Parond incometax net colletionsinrecent years have been affected by the pattern of refund payments
meck andreflect transactions in the tax refund reserve account. T he tax refund reserve account is used to
hold moneysdesignated to pay tax refunds. The Comptroller depositsinto thisaccount tax moneysin the
amountsandat thetimes determined in the discretion of the Commissioner of Taxation and Finance. The
dgpost of moneysinto the account during afiscal year hasthe effect of reducing receiptsfor such fiscal
yea, andthewithdrand of moneys from the account hasthe effect of increasng receiptsin the fiscal year
of withdrand. Thetax refund reserve account also includes amounts made available asaresult of the LGAC
finandng progam that are required to be on deposit in thisaccount. Beginningin 1998-99, a portion of
peroond incometax collections was deposited directly in the School Tax Reduction (ST AR) Fundto be used
to mekepaymentsto reimburse local governmentsfor their revenue decreases due to the ST AR program.
The 2000-01 Finendd Plan d aumes an additional $250 million depost of personal income taxesto the
Debt Reduction Reserve Fund.

The dnat below shows actual components of gross collections, the Sate/City offset, refund reserve
adivity, refundsandngt collectionsof personal income tax for fiscal years 1997-98, 1998-99, and 1999-2000
aswell as projected amountsfor the 2000-01 fiscal year.

Table6
Personal Income Tax Collections,
Refunds And Ref und Reserve Activity
(Millions of Dollars)

1997-98 1998-99 1999-2000 2000-2001(1)
Withholdings $15,285 $16,521 $18,460 $19,386
Estimated Payments 4,419 5,155 5,835 6,258
Final Payments 957 1,229 1,429 1,510
Delinquencies 427 466 512 510
Gross Collections $21,088 $23,371 $26,236 $27,664
State/City Offset ($278) ($300) ($325) ($330)
Refund Reserve (Increase)

Decrease (530) 86 (1,661) 3,400
Refunds (2,521) (2 (2,495) (3) (2,716) (4) (2,970) (5)
Reported Tax Collections $17,759 $20,662 $21,534 $27,764
STAR Fund Deposits --- ($582) ($1,195) ($3,180)
DRRF (250)
General Fund $17,759 $20,080 $20,339 $24,334

Source: Sate Division of the Budget.

(1) Asprojected on May 10, 2000.

(2) Refleastepaymertdfthe balance of refunds on 1996 liability and the pay ment of $500 million of 1997 calendar y ear refundsin the last quarter
of the Sate’s 1997-98 fiscal y ear and a balance in the tax refund reserve account of $2.392 hillion.

(3) Refleastepsymertdf the balance of refunds on 1997 liability and the pay ment of $460 million of 1998 calendar y ear refundsin the last quarter
of the Sate’s 1998-99 fiscal y ear and a balance in the tax refund reserve account of $2.306 hillion.

(4 Reflecshepaymertd the balance of refunds on 1998 liability and the pay ment of $460 million of 1999 calendar y ear refundsin the last quarter
of the Sate's 1999-2000 fiscal y ear and a balance in the tax refund reserve account of $3.967 billion.

(5 Reflectshepaymerntdf the balance of refunds on 1999 liability and the pay ment of $460 million of 2000 calendar y ear refundsin the last quarter
of the Sate's 2000-2001 fiscal y ear and a balance in the tax refund reserve account of $567 million.
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Prior Fiscal Years

T he followingfour talles(7-10) how the composition of the Sate’ sgovernmental fundsand its General
Rnd Folloningthetadesis a summary of the resultsfor the Sate' sthree mos recent fiscal yearsfor the
fou govenmentd fundtypes on a cash basis of accounting, with particular emphass on the General Fund.

Table7
G overnmental Funds Receipts
StateFiscal Years 1997-98, 1998-99, and 1999-2000

48% 120/1 0% 6%]| 4%
1999-2000 %
49% 1% 30% 6% 4%
]
49% 10% 31% 5% 4%
1997-98 %
I T T T
$0.0 $10.0 $20.0 $30.0 $40.0 $50.0 $60.0 $70.0 $80.0
($ in Billions)
- General Fund E State - Special Revenue I:l Federal - Special Revenue
III Capital Prgects DebtService
Note: Percentage total may not add due to rounding.
Table8

Governmental Funds Disbursements
StateFiscal Years 1997-98, 1998-99, and 1999-2000

6% | 5%

70.0 0.0

[=|
CaplidProjects [[[| Debtservice

Note: Percentage total may not add due to rounding.
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Table9
General Fund Receipts and Transfers by Source
StateFiscal Years 1997-98, 1998-99, and 1999-2000

54% 20% 11% 10% 3%
1999-2000 E
55% 20% 1LA) %o | 3%
51% 20% 15% 10% 3
1997-98
0.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0 40.0
($in Billions)
Personal Income Tax E UserTaxes and Fees D Business Taxes
Misc. Receipts/Transfers E Other Taxes

Note: Percentage total may not add due to rounding.

Table10

General Fund Disbursements and Transfers by Type
StateFiscal Years 1997-98,1998-99, and 1999-2000
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1999-2000
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00 50 10.0 15.0 200 25.0 30.0 35.0 400
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Note: Percentage total may not add due to rounding.
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Cash-Basis Results for Prior Fiscal Years

The Saereportsits financial results on two bases of accounting: the cash basis, showing receipts and
disbursements; and the modified accrual basis, prescribed by Generally Accepted Accounting Principles
(GAAP), showing revenues and expenditures. These financial terms are described in the Gossary of
Financial Termsin Exhibit A to thisAIS

General Fund 1997-98 through 1999-2000

TheGengal Fund isthe principal operating fund of the Sate andis used to account for al financial
transtions, except those required to be accounted for in another fund. It isthe Sate slargest fund and
recdves mod Saetaxesandother resources not dedicated to particular purposes. General Fund moneys are
do trandaredto other funds, primarily to support certain capital projects and delbt service paymentsin
other fund types.

New York Sa €' sfinancial operations have improved during recent fiscal years. Duringitslast eight
fixd years the Sate has recorded balanced budgets on a cash bads, with postive year-end fund balances.

A narrative description of cash-bads resultsin the General Fund for the prior three fiscal yearsis
presnted below, followed by tablesthat summarize actual General Fund results. For a description of the
principal Sate taxes and fees, see Exhibit B to thisAIS

1999-2000 Fiscal Year

The Sae ended its 1999-2000 fiscal year in balance on a cash basis, with a General Fund cash-basis
arplisof $1.51 bllionas reported by DOB. Asin recent years, srong growth in receipts above forecasted
amounts produced most of the year-end surplus. Spending was also modestly below projections, further
adding to the surplus.

The Satereporteda closng balance of $1.17 billion in the General Fund, an increase of $275 million
over thedodngkbdancefromtheprior year. T he balance was held in four accountswithin the General Fund:
the Tax Sahilization Reserve Fund (T RF), the Contingency Reserve Fund (CRF) , the Debt Reduction
Reserve Fund (DRRF) and the Community Projects Fund (CPF) which is used to finance legidative
initigtives Thebdance is comprised of $547 million in the T SRF after a deposit of $74 million in 1999-
2000; $107 million in the CRF; $250 million in the DRRF; and $263 million in the CPF.

The dosing fund balance excludes $3.97 hillion that the Sate deposited into the tax refund reserve
aooount at the close of 1999-2000 to pay for tax refundsin 2000-01 of which $521 million was made
avalade asarealt of the Local Government Assstance Corporation (LGAC) financing program and was
required to beon dgpogdt as of March 31, 2000. T he tax refund reserve account transaction hasthe effect
of dereesngreportedpearsond incometax receiptsin 1999-2000, while increasing reported receiptsin 2000-
01.

Gengrd Fundrecaiptsandtranders from other funds (net of tax refund reserve account activity) for the
1999-2000 fiscal year totaled $37.40 hillion, an increase of 1.6 percent over 1998-99. General Fund
ddursmentsandtranders to other fundstotaled $37.17 hillion, an increase of 1.6 percent from the prior
fiscal year.

22



Annual Information Statement May 31, 2000

1998-99 Fiscal Year

The Saeendadits 1998-99 fiscal year on March 31, 1999 in balance on a cash basis, with a General
Fundcahaurplus as reported by the DOB of $1.82 billion. The cash surplus was derived primarily from
highe-than-projeted tax colletions asa result of continued economic growth, particularly in the financial
markets and the securitiesindustries.

The Saereported a General Fund closing cash balance of $892 million, an increase of $254 million
from theprior fisd year. T he T SRF closing balance was $473 million, following an additional deposit of
$73 millionin 1998-99. T he CRF closing balance was $107 million, following a deposit of $39 million in
1998-99. The CPF closed the fiscal year with a balance of $312 million.

The dosing fund balance excluded $2.31 hillion that the Sate deposited into the tax refund reserve
acoount a thedoseof 1998-99to pay for tax refundsin 1999-2000. T he remaining balance of $521 million
in the tax refund reserve account was made available asaresult of the Local Government Assistance
Corporation (LGAC) financing program and was required to be on deposit as of March 31, 1999.

Gangd Rundrecdiptsandtranders from other funds (net of tax refund reserve account activity) for the
1998-99 fizd year totaled $36.82 hillion, an increase of 6.2 percent from 1997-98 levels. General Fund
ddursmentsandtrandersto other fundstotaled $36.57 hillion for the 1998-99 fiscal year, an increase of
6.1 percent from 1997-98 levels.

1997-98 Fiscal Year

The Saeendadits 1997-98 fiscal year in balance on a cash basis, with a General Fund cash surplus as
reported by DOB of goproximetdy $2.04 billion. T he cash surplus was derived primarily from higher-than-
anticipated receipts and lower spending on welfare, Medicaid, and other entitlement programs.

The Gengrd Fndhadadosngbdlance of $638 million, an increase of $205 million from the prior fiscal
year. TheTRF closing balance was $400 million, following a required deposit of $15 million (repaying
atrander meckin 1991-92) and an additional deposit of $68 million made from the 1997-98 surplus. The
CRF dosngkeancewes$68 million, following a $27 million deposit from the surplus. The CPF closed the
fizd year withabalance of $170 million. The General Fund closing balance did not include $2.39 hillion
in the tax refund reserve account, of which $521 million was made available asaresult of the LGAC
financing program and was reguired to be on deposit on March 31, 1998.

Gengd Fundrecaiptsandtrand ers from other funds (net of tax refund reserve account activity) for the
1997-98 fizd year totaled $34.67 hillion, an annual increase of 4.9 percent over 1996-97. General Fund
dishursements and transfersto other funds were $34.47 hillion, an annual increase of 4.8 percent.

Other Governmental Funds (1997-98 through 1999-2000)

Thedzeof the three other governmental fund types has grown over the lagt three fiscal years, with
fedrdly-fundad programscomprising approximately one-third of these funds. The most significant changes
in thegrutuweof theefunds has been the redirection of a portion of transportation-related revenuesfrom
the Genard Fundtotwo ddicated funds in the Soecial Revenue and Capital Projects fund types support the
capitd programsaf theDepatment of T ransportation, the Metropolitan Transportation Authority (MTA)
and other trangt entities and the creation of the Shool Tax Relief (ST AR) program through the diversion
of personal income tax receiptsto a special revenue fund.
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In theSoedal Revenue Funds, disbursementsincreased from $27.65 billion to $31.22 hillion over the
leg threeyears primaily asa result of increased costsfor the federal share of Medicaid and the initial costs
of theSTARprogam. Other activity reflected dedication of taxesfor mass transportation purposes, new
lottery games, and new feesfor criminal justice programs.

DidurssmentsintheCapital Projects Fundsincreased over the three-year period from $3.57 hillion to
$4.22 Hillion, primarily for education, environment, public protection and trangportation programs. The
composition of this fund type's receipts has also changed as dedicated taxes, federal grants and
reimbursements from public authority bonds increased, while general obligation bond proceeds declined.

Adivity in the Debt Service Fundsreflected increased use of bonds during the three-year period for
improvementsto theSate scapitd facilities and the ongoing costs of the LGAC fiscal reform program. The

increases were moderated by the refunding savings achieved by the Sate over the last several years.
Disbursementsin thisfund type increased from $3.09 billion to $3.59 hillion over the three-year period.

[REMAINDER OF THISPAGE INTENTIONALLY LEFT BLANK]
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Tablell
Comparison of Actual General Fund Receipts and Disbursements
(Millions of Dollars)

1997-98(1) 1998-99(1) 1999-2000
OPENING FUND BALANCE (2) $433 $638 $942
Personal Income Tax $17,759 $20,080 $20,339
User Taxes and Fees:
Sales and Use Tax 5,442 5,697 6,141
Cigarette and Tobacco Tax 676 667 643
Motor Fuel Tax 165 171 180
Motor Vehicle Fees 487 444 401
Alcoholic Beverage Taxes and Fees 207 212 200
Container Tax 27 19 0
Auto Rental Tax 32 34 39
Subtotal $7,036 57,244 $7,604
Business Taxes.
Corporation Franchise Tax 2,081 2,050 1,939
Corporation and Utilities Taxes 1,504 1,489 1,418
Insurance Taxes 641 672 589
Bank Tax 707 544 525
Petroleum Business Tax 114 102 89
Subtotal $5,047 $4,857 $4,560
Other Taxes:
Estate and Gift Taxes 1,022 1,071 1,055
Real Property Gains Tax 33 29 15
Pari-mutuel Tax 38 37 36
Other Taxes 1 1 1
Subtotal $1,094 $1,138 $1,107
Miscellaneous Receipts & Federal Grants $1,718 $1,587 $1,648
Transfers from Other Funds:
Sales Tax in Excess of LGAC Debt Service 1,484 1,555 1,719
All Other Transfers 534 362 418
Subtotal $2,018 $1,917 $2,137
TOTAL RECEIPTS $34,672 $36,823 $37,395
Grantsto Local Governments $23,388 $24,776 $25,636
State Operations $6,193 $6,671 $6,600
General State Charges $2,265 $2,259 $2,087
Debt Service $10 $9 $6
Transtersto Other Funds:
In Support of Debt Service 2,021 2,089 2,242
In Support of Capital Projects 206 246 211
All Other Transfers 384 519 388
Subtotal $2.611 $2,854 $2,841
TOTAL DISBURSEMENTS $34,467 $36,569 $37,170
Excess (Deficiency) of Receipts and Other
Financing Sources over Disbursements
and Other Financing Uses $205 $254 $225
CLOSING FUND BALANCE $638 $892 $1,167

Source: Division of the Budget.

(1) Refledsacoouriingrestatements of medical provider assessments in the General Fund which has the affect of increasing miscellaneous receipts
and local assistance grantsby $120 million in 1997-98 and $82 million in 1998-99.

(2) 1999-2000 Opening Fund Balance reflects reclassification of DRRF from the Debt Service Fund ty pe to the General Fund.
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Table12
Governmental Funds Combined Statement of Cash Receipts,

Disbursements And Changesin Fund Balances for theFiscal Year
Ended March 31, 2000 on a Financial Plan Basis

(Millions of Dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance (1) $942 $672 $19 $170 $1,803
Receipts:
Taxes 33,611 2,607 1,123 2,388 39,729
Miscellaneous receipts 1,643 6,174 1,775 611 10,203
Federal grants 4 22,185 1,381 0 23,570
Total receipts $35,258 $30,966 $4,279 $2,999 $73,502
Disbursements:
Grants to local governments 25,636 24,419 477 0 50,532
State operations 6,600 6,236 0 14 12,850
General State charges 2,087 554 0 0 2,641
Debt service 6 0 0 3,571 3,577
Capital projects 0 12 3,747 0 3,759
Total disbursements $34,329 $31,221 $4,224 $3,585 $73,359
Other financing sources (uses):
Transfers from other funds 2,137 2,306 241 4,605 9,289
Transfers to other funds (2,841) (1,961) (541) (3,991) (9,334)
Bond and note proceeds 0 0 208 0 208
Net other financing sour ces (uses) ($704) $345 ($92) $614 $163
Changein fund balance $225 $90 ($37) $28 $306
Closing fund balance $1,167 $762 ($18) $198 $2,109

Source: Office of the State Comptroller.
(1) Reflectsreclassification of DRRFfrom the Debt Service Funds Group to the General Fund.
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Table13
Governmental Funds Combined Statement of Cash Receipts,
Disbursements And Changesin Fund Balances for theFiscal Year
Ended March 31, 1999 on a Financial Plan Basis
(Millions of Dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening Fund Balance $638 $616 $72 $164 $1,490
Receipts:
Taxes 33,319 1,934 1,124 2,204 38,581
Miscellaneous receipts 1,583 5,813 1,567 630 9,593
Federal grants 4 21,422 1,219 0 22,645
Total receipts $34,906 $29,169 $3,910 $2,834 $70,819
Disbursements:
Local assistance grants 24,776 23,447 438 0 48,661
Departmental operations 6,671 5,920 0 4 12,595
General State charges 2,259 276 0 0 2,535
Debt service 9 0 0 3,266 3,275
Capital projects 0 6 3,625 0 3,631
Total disbursements $33,715 $29,649 $4,063 $3,270 $70,697
Other financing sources (uses):
Transfers from other funds 1,917 2,444 274 4,370 9,005
Transfers to other funds (2,854) (1,908) (423) (3,878) (9,063)
Bond and note proceeds 0 0 249 0 249
Net other financing sour ces (uses) ($937) $536 $100 $492 $191
Changein fund balance $254 $56 ($53) $56 $313
Closing fund balance $892 $672 $19 $220 $1,803

Surce Officedf theSate Comptroller. Reflects accounting restatements of medical provider assessmentsin the General Fund which has the affect
of increasing miscellaneous receipts and local assistance grants by $82 million.
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Tablel14
Governmental Funds Combined Statement of Cash Receipts,
Disbursements And Changesin Fund Balances for theFiscal Year
Ended March 31, 1998 on a Financial Plan Basis
(Millions of Dollars)

Special Capital Dept
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total

Opening Fund Balance $433 $600 ($200) $150 $983
Receipts:

Taxes 30,936 1,371 1,020 2,064 35,391

Miscellaneous receipts 1,714 5,531 1,324 639 9,208

Federal grants 4 20,512 1,131 0 21,647

Total receipts $32,654 $27,414 $3,475 $2,703 $66,246
Disbursements:

Local assistance grants 23,388 21,646 438 0 45,472

Departmental operations 6,193 5,681 0 4 11,878

General State charges 2,265 320 0 0 2,585

Debt service 10 0 0 3,081 3,091

Capital projects 0 3 3,127 0 3,130

Total disbursements $31,856 $27,650 $3,565 $3,085 $66,156
Other financing sources (uses):

Transfers from other funds 2,018 2,481 220 4,263 8,982

Transfers to other funds (2,611) (2,229) (344) (3,867) (9,051)

Bond and note proceeds 0 0 486 0 486

Net other financing sour ces (uses) (3593) 3257 3362 3396 417
Changein fund balance $205 $16 $272 $14 $507
Closing fund balance $638 $616 $72 $164 $1,490

Surce Officed theSee Comptroller. Reflects accounting restatements of medical provider assessmentsin the General Fund which has the affect
of increasing miscellaneous receipts and local assistance grants by $120 million.
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GAAP-Basis Results for Prior Fiscal Years

The Comptraller prepares a comprehensive annual financial report on a GAAP basisfor governments
aspromuggted by the Governmental Accounting Sandards Board. T he report, generally releasedin July
each yea, containsgmneral purpose financial satementswith a Combined Balance Sheet and its Combined
Satement of Revenues, Expenditures and Changesin Fund Balances. These ssatements are audited by
independt oatifiedpudic accountants. T he following table summarizes recent governmental fundsresults
on aGAAP beds For information regarding the Sate’ s accounting and financial reporting requirements, see
the section entitled “ Sate Organization — Accounting, Financial Reporting and Budgeting.”

Table15
Comparison of Actual GAAP Operating Results
(dollarsin millions) (1)

Special Debt Capital All Accumulated

General Revenue Service Projects Governmental General Fund
Fiscal Year Ended Fund Funds Funds Funds Funds (Deficit)/Surplus
March 31, 1999 $1,078 ($117) $209 $154 $1,324 $1,645
March 31, 1998 1,562 49 (43) 232 1,800 567
March 31, 1997 1,933 65 (37) 98 2,059 (995)

(1) Deficits noted in parenthesis.

The General Purpose Financial Satementsfor the 1999-2000 fiscal year are expected to become
avdlddein 1ly 2000. When available, copies of thisreport can be obtained from the Office of the Sate
Comptroller, Governor Alfred E. Smith Office Building, Albany, NY 12236.

1998-99 Fiscal Year

The Satecompletedits 1998-99 fiscal year with a combined governmental funds operating surplus of
$1.32 hillion, whichindudsd operating surpluses in the General Fund ($1.078 hillion), in Debt Service Funds
($209 million) andin Capitd Projects Funds ($154 million) offset, in part, by an operating deficit in Special
Revenue Funds ($117 million).

General Fund

The Satereported a General Fund operating surplus of $1.078 hillion for the 1998-99 fiscal year, as
compared to an operaingaurplusof $1.562 billion for the 1997-98 fiscal year. Asaresult, the Sate reported
an accumulated fund balance of $1.645 billion in the General Fund. The 1998-99 fiscal year operating
arplusreaited inpat, from an increase in taxes receivable of $516 million, a decrease in payablesto local
govanment of $262 million, a decrease in accrued liabilities of $129 million and a decrease in deferred
revenues of $69 million. These gains were partially offset by a decrease in other assets of $117 million and
an increase in tax refunds payable of $102 million.

Revenuesincreased $1.969 billion (5.7 percent) over the prior fiscal year with increasesin personal
income conamption and use and other taxes, and miscellaneous revenues. Businesstax revenuesfell from
the prior fixd year. Personal income taxes grew $1.733 hillion, an increase of nearly 9.3 percent. The
increee in personal income taxes was caused by strong employment and wage growth and the continued
grong performance by the financial markets during 1998. Consumption and use taxesincreased $269
million, or 38 percent, due to increased consumer confidence. Other taxesincreased $73 million, or 6.9
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peacant. Miscellaneous revenues increased $145 million, a 5.6 percent increase, primarily because of an
increase in reimbursements from regulated industries (e.g., banking and insurance) to fundthe Sate’'s
adminidretive costs. Businesstaxes decreased nearly $252 million, or 4.9 percent, because of prior year
refunds and carry forwards which were applied againg the current year (1998) liahilities.

Expendtuesinareassd$1.826 hillion (5.5 percent) from the prior fiscal year, with the largest increases
occuring in Satead for education and general purpose aid spending. Education expenditures grew $1.014
killion (9.1 percant) demainly to an increase in spending for support for public schools, handicapped pupil
ed.cation andmunidipd and community colleges. General purpose aid increased nearly $329 million (56.5
percent) due to statutory changes in the payment schedule. Personal service and fringe benefit costs
increased due to increases in wages and continuing fringe benefits required by collective bargaining
agreements.

Net other financing sources decreased $626 million (159.3 percent) primarily because appropriated
trandersfromthe Pecial Revenue Funds declined by over $230 million with increases of $265 million in
gopropriated transfersto Jecial Revenue, Debt Service and College and University Funds. In addition,
transfers to public benefit corporations increased over $170 million primarily because of a change in
reporting for the Roswell Park Cancer Ingitute.

Special Revenue, Debt Service and Capital Projects Fund Types

An opaaingdfiat of $117 million was reported for the Secial Revenue Fundsfor the 1998-99 fiscal
year which deressedtheacoumu at ed fund balance to $464 million. Revenuesincreased $1.108 hillion over
the prior fiscd year (4.0 percent) asaresult of increasesin tax and federal grantsrevenues. Expenditures
increesed $1.308 billion (5.3 percent) asaresult of increased cogtsfor local assstance grants. Net other
financing usesincreased $34 million (1.0 percent).

Det SaviceFunds ended the 1998-99 fiscal year with an operating surplus of $209 million and, asa
result, the accumulated fund balance increased to $2.07 billion. Revenuesincreased $160 million (6.3
peroant) primarily becauseof increases in dedicated taxes. Delt service expendituresincreased $162 million
(6.0 percant). Net other finandng sources increased $253 million (227.4 percent) due primarily to increases
in trandersfromthe General Fund, patient revenue transfers and the establishment of the Debt Reduction
Reserve Fund.

An opaaingauplusof $154 million was reported in the Capital Projects Fundsfor the Sate’'s 1998-99
fiscal year and, as a result, the accumulated deficit fund balance decreased to $228 million. Revenues
increesed $242 million (10.6 percent) primarily because tax revenuesincreased $101 million and federal
gant revenuesinareesad$94 milllion for trangportation projects. Expendituresincreased $355 million (10.5
peroant) primarily becauseof increasesin capital congtruction spending for trangportation and correctional
services projects. Net other financing sourcesincreased by $35 million.

1997-98 Fiscal Year

The Satecompletedits1997-98 fiscal year with a combined Governmental Funds operating surplus of
$1.80 Hllion, which included an operating surplusin the General Fund of $1.56 hillion, in Capital Projects
Funds of $232million and in Special Revenue Funds of $49 million, offset in part by an operating deficit
of $43 million in Debt Service Funds.
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General Fund

The Sate reported a General Fund operating surplus of $1.56 hillion for the 1997-98 fiscal year, as
compared to an operatingarplusof $1.93 billion for the 1996-97 fiscal year. Asaresult, the Sate reported
an acoumuated surplus of $567 million in the General Fund for the first time since it began reportingits
opadions on a GAAP-basis. The 1997-98 fiscal year operating surplusreflects several major factors,
indudng thecesh-basis operating surplus resulting from the higher-than-anticipated personal income tax
recdpts aninaresse in taxes receivable of $681 million, an increase in other assets of $195 million and a
deoreseinpendon liabilities of $144 million. T hiswas partially offset by an increase in payablesto local
governments of $308 million and tax refunds payable of $147 million.

Revenues increased $617 million (1.8 percent) over the prior fiscal year, with increasesin personal
income conamption anduse, and business taxes, and decreases reported for other taxes, federal grantsand
miscdlaneows revenues Personal income taxes grew $746 million, an increase of nearly 4.2 percent. The
increase in personal income taxes resulted from strong employment and wage growth and the strong
peformance by thefinancial markets during 1997. Consumption and use taxes increased $334 million or
50 peroat ssaresult of increased consumer confidence. Businesstaxes grew $28 million, an increase of
05 peaoat. Other taxes fell primarily because revenuesfor estate and gift taxes decreased. Miscellaneous
revenues daoreased $380 miillion, or 12.7 percent decrease, due to a decline in receipts from the Medical
Malpractice Insurance Association and medical provider assessments.

Expendtuesinareassd$147 million (0.4 percent) from the prior fiscal year, with the largest increases
occuring in Sateadfor education and social services spending. Education expenditures grew $391 million
(36 pacant) demanly to an increase in spending for support for public schools. T his growth was offset,
in part, by areduction in spending for municipal and community colleges. Social services expenditures
increesed $233 million (2.6 percent) due mainly to program growth. Increasesin other Sate aid spending
were offst by adedinein generd purpose aid of $235 million (28.8 percent) dueto statutory changesin the
payment shedle Incressssinpersonal and non-personal service costs were offset by a decrease in pension
oontribution of $660 million, aresult of the refinancing of the Sate's penson amortization that occurredin
1997.

Net other finandngources decreased $841 million (68.2 percent) due to the nonrecurring use of bond
proosads ($769 million) provided by the Dormitory Authority of the Sate of New York (DASNY) to pay
the outstanding pension amortization liability incurredin 1997.

Special Revenue, Debt Service and Capital Projects Fund Types

An opaaingurplus of $49 million was reported for the Special Revenue Funds for the 1997-98
fizd year, whichinareased the accumulated fund balance to $581 million. Revenuesrose by $884 million
ove theprior fiscd year (3.3 paroat) asaresult of increasesin tax and federal grant revenues. Expenditures
increesed $795 million (3.3 percent) asaresult of increased cogtsfor local assstance grants. Net other
financing uses decreased $105 million (3.3 percent).

Det Srvice Funds ended the 1997-98 fiscal year with an operating deficit of $43 million and, asa
result, the accumulated fund balance declined to $1.86 hillion. Revenuesincreased $246 million (10.6
percant) asareadt of increases in dedicated taxes. Debt service expendituresincreased $341 million (14.4
percent). Net other financing sourcesincreased $89 million (401.3 percent) due primarily to savings
achieved through advance refundings of outstanding bonds.
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An opaaingauplusof $232 million was reported in the Capital Projects Fundsfor the Sate's 1997-98
fixd yer and asareault, the accumulated deficit in thisfund type decreased to $381 million. Revenues
increesed $180 million (8.6 percent) primarily asaresult of a $54 million increase in dedicated tax revenues
and anincresseof $101 millioninfederal grantsfor transportation and local waste water treatment projects.
Expendtuesincreased $146 million (4.5 percent) primarily asaresult of increased capital construction
gendng for trangoortation and local waste water treatment projects. Net other financing sources increased
by $100 million primexily asaresult of a decrease in transfersto certain public benefit corporations engaged
in housing programs.

1996-97 Fiscal Year

The Saecompletedits1996-97 fiscal year with a combined Governmental Funds operating surplus of
$2.1 hllion, whichinduded an operating surplusin the General Fund of $1.9 hillion, in the Capital Projects
Funds of $98 million andinthe Special Revenue Funds of $65 million, offset in part by an operating deficit
of $37 million in the Debt Service Funds.

General Fund

The Sate reported a General Fund operating surplus of $1.93 hillion for the 1996-97 fiscal year, as
compared to an operaing surplus of $380 million for the prior fiscal year. The 1996-97 fiscal year GAAP
opadingsurplus reflects several major factors, including the cash basis operating surplus, the benefit of
bond procescswhich reduced the Sate’ s pension liahility, an increase in taxes receivable of $493 million,
andaredction in tax refund liabilities of $196 million. T hiswas offset by an increased payable to local
governments of $244 million.

Revenues increased $1.91 hillion (nearly 6.0 percent) over the prior fiscal year with increasesin all
revente categories Perond income taxes grew $620 million, an increase of nearly 3.6 percent, despite the
implementation of scheduledtax cuts. Theincreasein personal income taxes was caused by moderate
employment and wage growth and the strong financial markets during 1996. Consumption and use taxes
increesed $179 million or 2.7 percent as aresult of increased consumer confidence. Businesstaxes grew $268
million, aninaresseof 5.6 percent, primarily asaresult of the strong financial markets during 1996. Other
taxesincreased primarily because revenues from estate and gift taxesincreased. Miscellaneous revenues
increesed $743 million, a33.1 percent increase, because of legidated increasesin receipts from the Medical
Malpractice Insurance Association and from medical provider assessments.

Expendturesinaressed $830 million (2.6 percent) from the prior fiscal year, with the largest increase
occurting in pendon contributions and Sate aid for education spending. Penson contribution expenditures
increesed $514 million (198.2 peroant) primarily because the Sate paid off its 1984-85 and 1985-86 pension
amortization ligdlity. Ed.cation expenditures grew $351 million (3.4 percent) due mainly to an increase in
spending for support for public schools and physically handicapped children offset by areduction in
goendng for munidpd and community colleges. Modest increasesin other Sate aid spending was offset by
addineinodal services expenditures of $157 million (1.7 percent). Social services spending continues
to decline because of cost containment strategies and declining caseloads.

Net other finendngsourcesincreased $475 million (62.6 percent) due mainly to bond proceeds provided
by DASNY to pay theougandngpendon amortization, offset by elimination of prior year LGAC proceeds.
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Special Revenue, Debt Service and Capital Projects Fund Types

An opaaingauplusof $65 million was reported for the Secial Revenue Fundsfor the 1996-97 fiscal
yed, incressingthe accumulated fund balance to $532 million. Revenues increased $583 million over the
prior ficd year (2.2 percant) asareault of increasesin tax and lottery revenues. Expendituresincreased $384
million (1.6 percent) asaresult of increased costsfor departmental operations. Net other financing uses
decreased $275 million (8.0 percent) primarily because of declinesin amountstransferred to other funds.

Det Srvice Funds ended the 1996-97 fiscal year with an operating deficit of $37 million and, asa
reait, theaooumuatedfundielance declined to $1.90 hillion. Revenuesincreased $102 million (4.6 percent)
becage of increasesin both dedicated taxes and mental hygiene patient fees. Delbt service expenditures
increesed $47 milllion (2.0 percent). Net other financing sources decreased $277 million (92.6 percent) due
primarily to an increase in payments on advance refundings.

An opaatingsuplusof $98 million was reported in the Capital Projects Fundsfor the Sate’'s 1996-97
fizd year and asarealt, the accumulated fund deficit decreased to $614 million. Revenuesincreased $100
million (5.0 percent) primarily because a larger share of the real estate transfer tax was shifted to the
Environmentd Protection Fundandfederal grant revenuesincreased for transportation and local waste water
trestment projects Expendtures decreased $359 million (10.0 percent) because of declinesin capital grants
for edction, housing and regional development programs and capital consgtruction spending. Net other
financing sources decreased by $637 million as a result of a decrease in proceeds from financing
arrangements.

[REMAINDER OF THISPAGE INTENTIONALLY LEFT BLANK]
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Economics and Demographics

T his stion presmtseconomicinformation which may be relevant in evaluating the future prospects of
the Sate. However, the demographic and satistical data, which have been obtained from the sources
indcated dbnot present all factorswhich may have a bearing on the Sate' sfiscal and economic affairs.
Futher, achinformation requires economic and demographic analysisin order to assessthe importance of
the datapresented. The data and analysis may be subject to different interpretations.

The2000-2001 Financial Plan is based upon a May 2000 projection by DOB of national and Sate
eoconomic edtivity. Theinformaioninthis section summarizesthe national and Sate economic situation and
outlook yponwhich projections of receipts and certain disbursements were made for the 2000-01 Financial
Plan.

The U.S. Economy

T he nationd economy hasexparienced a robust rate of growth during the past sx months asthe longest
U.S expangonon record continues. Growth in real Gross Domestic Product (GDP) for 2000 is expected
to bed.2 paomt fdlingto 3.0 parcent in 2001. Growth isexpected to moderate over the course of the year
andinto2001. Gowth in real GDP will exceed 4 percent in 2000 largely because of the extremely strong
growth in the fourth quarter of 1999, which raises the base upon which 2000 GDP growth is calculated.

Vaiowsfadtorsareexpected to lead to dower growth in the quarters ahead: higher interest rates, asthe
Fedkrd Resrve Board (FRB) tightens monetary policy to restrain inflation; softer sock prices, which may
gradually resrain consumer spending; weaker consumer confidence, which is expected to fall from
exoeptiondly hichlevds and dower investment spending in the residential sector asthe cost of borrowing
rises.

Infletion, asmesaredby theConsumer Price Index, is projectedto be 2.7 percent. Inflation isexpected
to modaraeto 25 percat in 2001 if, as expected, the Federal Reserve remainsvigilant in controlling any
aooderdion inconamer prices. Employment growth, which isexpected to grow at the rate of 2.0 percent
in 2000, will dowto 1.6 percent in 2001. Personal income and wages are estimated to increase by 5.9
percent and 6.5 percent respectively in 2000.

Theeconomic forecast outlined here contains some uncertainties. Sronger-than-expected gainsin
employment andwegesor in stock market prices could lead to stronger growth in consumer spending. The
inflation retemay dffer sgnificantly from expectations due to the conflicting impacts of atight labor market
andimprovedprod.ctivity growth aswell asto the future direction of commodity prices such as petroleum
prodcts Sronger-than-expected inflation could lead the Federal Reserve to increase interest rates more
aggressively, which could lead to dower economic growth than currently anticipated.
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Table16
Economiclndicatorsfor the United States

1996 1997 1998 1999 2000(1) 2001(1)

Gross Domestic Product

(billions 1996 chain weight $) 7176.0 7480.7 7802.9 8126.7 8470.7 8724.4

Percent Change 36 42 43 41 4.2 3.0
Personal Income(2)

(billions $) 6547.4 6951.1 7358.9 7791.8 8255.1 8716.0

Percent Change 5.6 6.2 5.9 5.9 5.9 5.6
Nonagricultural Employment

(millions) 119.6 1227 125.8 128.6 131.2 133.3

Percent Change 2.1 2.6 26 22 2.0 16
Unemployment Rate (Percent) 54 4.9 45 4.2 4.0 4.0
Consumer Price Index

(1982-84=100) 157.0 160.6 163.1 166.7 1711 175.3

Percent Change 29 23 16 22 27 25

Sources: US Department of Commerce, Bureau of Economic Analysis, NY SDivision of the Budget.
(1) Asprojected by the State Division of the Budget, based on National Income and Product Account and employ ment data through April 2000.
(2) Personal Income is subj ect to revisions due to either definitional changes or data revisions.

The New York Economy

New York isthethirdmod popuowsdéae in the nation and has arelatively high level of personal wealth.
The Sate’s economy is diverse, with a comparatively large share of the nation’ sfinance, insurance,
trangoortation, communicationsandsavices employment, and avery small share of the nation’sfarming and
miningadivity. The Sate' slocation anditsair transport facilities and natural harbors have made it an
importent link ininternationd commerce. Travel and tourism congtitute an important part of the economy.
Likethered of thenation, NenY ork has a declining proportion of itsworkforce engaged in manufacturing,
and an increasing proportion engaged in service industries.

Snvices Thesavices sector, which includes entertainment, personal services, such as health care and
auo repars andlbusnessrelated services, such asinformation processing, law and accounting, isthe Sate's
leeding economic setor. Thesavices sector accounts for more than three of every ten nonagricultural jobs
in NewY ork andhasanoaticeely higher proportion of total jobsthan doesthe rest of the nation. In recent
years, many industriesin the services sector, especialy high-technology firms, have been prospering.

Manufaduring: Manufactuing employment continuesto decline in New York, asin most other states,
and NewYork’ seconomy islessreliant on this sector than in the past. However, it remains an important
stor of theSateeconomy, paticularly for the upstate economy, as high concentrations of manufacturing
indLetries for trangoortation equipment, optics and imaging, materials processing, and refrigeration, heating,
and electrical equipment products are located in the upstate region.

Trade: Wholesale and retail trade is the second largest sector in termsof nonagricultural jobsin
New York but is consderably smaller when measured by income share. Trade consists of wholesale
businesses and retail businesses, such as department stores and eating and drinking establishments.
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Finance, Inauranceand Real Edate New Y ork City isthe nation’ sleading center of banking and finance
and asarealt, thisisafar more important sector in the Sate than in the nation asawhole. Although this
stor apcountsfor unde one-tenth of all nonagricultural jobsin the Sate, it contributes about one-fifth of

total wages.

Agriculture Farmingisanimportant part of the economy in rural areas, although it congtitutesavery
minor part of totd Sateoutput. Principal agricultural products of the Sate include milk and dairy products,
gemnhoue andnursry productss, fruits, and vegetables. New Y ork ranks among the nation’ sleadersin the
production of these commodities.

Government: Federal, state and local governmentstogether are the third largest sector in terms of
nonagicutud jobs withtheluk of the employment accounted for by local governments. Public education
isthe source of nearly one-half of total Sate andlocal government employment.

Theimportanceof thedfferent sstorsof the Sate’ seconomy relative to the national economy is shown
in thefolloningtable, which compares nonagricultural employment and wages by sector for the Sate and
the netion assawhole Reaivetothenation, the Sate has a smaller share of manufacturing and construction
andalarger share of service-related industries. The Sate sfinance, insurance, and real estate share, as
meeared by weges ispatticdaly large relative to the nation. The Sateislikely to be less affected than the
netion esawholedringan economic recession that is concentrated in manufacturing and congruction, but
likely to be more affected by any economic downturn that isconcentrated in the services sector.

Tablel17
Nonagricultural Employment and Wages by Categories
Annual 1999 Percentage Composition

Employment Wages

United United

State States State States

Construction 34 48 3.6 51
Transportation, Communication and

Utilities 5.0 5.2 5.2 6.3

Finance, Insurance and Real Estate 89 59 20.1 9.0

Manufacturing 111 149 11.7 174

Government 173 15.8 154 16.0

Retail Trade 14.9 17.7 7.0 9.3

Wholesd e Trade 53 54 6.3 7.0

Services 34.0 29.8 30.0 28.2

Sources: NY SDepartment of Labor; USDepartment of Labor, Bureau of Labor Satistics; US Department of Commerce,
Bureau of Economic Analysis.
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Liged bdowinalphabetical order are the 10 largest industrial and commercial employersin the Sate
asof 1998.

Table18
Ten Largest I ndustrial and Commercial Employers
1998
Principal Place of
Eims BusinessinNowvorkSate
Chase Manhattan Corporation New Y ork City
Consolidated Edison Co of NY Inc. New Y ork City
Eastman K odak Conpany Rochester
Federated Corporate Services Inc.* New Y ork City
IBM Endi cott
NYNEX (New Y ork Telephone New Y ork City
Conpany)
United Parcel Service, Inc. New Y ork City
Wal-Mart Associates Inc. Various
Wegman's Food Markets, Inc. Rochester
Xerox Corporation Rochester

Note: List does not include hospitals or educational facilities.
*Macy's, Bloom ngdal es, Bon Marche, Sterns, and other stores.

The foreced of theSaes economy shows continued expansion throughout 2000. Most mgjor sectors
recordad Sgnificant employment gains for the first quarter of 2000, with the services sector accounting for
mog of theinareese Much of thisincrease occurred in business services. The employment growth ratein
2000 isexpectedto be2.1 percant, which, although lower than 1999's 2.6 percent, represents another srong
year rddiveto recant hidoricd paformance. T he unemployment rate is expected to be 4.9 percent in 2000,
down from 5.1 percent in 1999.

Pearond incomeisexpetedtorise6.1 percent in 2000, with a 7.5 percent increase in wages. Two major
fatorsareworking to produce thisimpressve growth in wages. Oneisthe overall tightnessin the labor
market, and the other isstrong growth in financial sector bonus payments.

Gven theimportanceof thesecurities industry in the New York Sate economy, a sgnificant change in
gock market paformanceduringtheforecast horizon could result in financial sector profits and bonuses that
ae dgnificantly dfferent from those embodied in the forecast. Any actionsby the Federal Reserve Board
to modaraeinflation by incresgng interest rates more than anticipated may have an adverse impact in New
York gventhesmativity of finendal marketsto interest rate shiftsand the prominence of these marketsin
the NewYork economy. Inaddtion, there isa possihility that greater-than-anticipated mergers, downsizing,
and rocation of firmscaused by deregulation and global competition may have a significant adverse effect
on employment growth.
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Table19
Economiclndicatorsfor New York State

1996 1997 1998 1999(1) 2000(1) 2001(1)
Personal Income(2)

(billions $) 531.0 554.1 583.1 617.7 655.4 688.2
Percent Change 55 4.3 52 59 6.1 5.0

Nonagricultural Employ ment
(thousands) 7,938.7 8,067.8 8,237.8 8,452.8 8,631.7 8,763.5
Percent Change 0.6 16 21 2.6 21 15
Unemploy ment Rate (Percent) 6.2 6.4 5.6 51 49 49

Suross USDgartmertof Commerce, Bureau of Economic Analy sis; NY SDepartment of Labor. Table reflects adj ussments by source agency to
figuresfor prior y earsand certain adj ustments to published data by the State Division of the Budget.

(1) Asprojected by the Sate Division of the Budget, based on National |ncome and Product Account and employ ment data through April 2000.
(2) Personal Income is subj ect to revisions due to either definitional changes or data revisions.

Economic and Demographic Trends

In thecdender yeers1987 through 1998, the Sate’ srate of economic growth was somewhat dower than
that of thenation. In paticdar, dring the 1990-91 recession and post-recession period, the economy of the
Sae andthat of thereg of theNortheast, was more heavily damaged than that of the nation asawhole and
has been dower to recover. However, the situation has been improving during recent years. In 1999, for the
fird timein 13 years theemploymeant growth rate of the Sate surpassed the national growth rate. Although
the Sateunamployment rate has been higher than the national rate snce 1991, the gap between them has
narrowed in recent years.

T he following table compares population change in the Sate andin the United Sates snce 1960.

Table 20
Comparative Population Figures

State us
% Change % Change
Total From Percentage Total from

Population Preceding of U.S. Population Preceding

(thousands) Period Population (thousands) Period
1960 16,782 9.4 179,323
1970 18,241 8.7 9.0 203,212 133
1980 17,558 (37) 7.8 226,546 115
1990 17,991 25 7.2 248,718 9.8
1999(prelim.) 18,197 0.1 6.7 272,691 0.9

Source: USDepartment of Commerce, Bureau of the Census.
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Totd Saenonagiadturd enployment has declined as a share of national nonagricultural employment.
Thefolloninghistorical table comparesthese levels and the rate of unemployment for the Sate andthe
nation.

Table 21
Nonagr icultur al Employment and Unemployment Rate for New Y or kand the United States

Employment (Thousands) State Per centage Unemployment Rate (Per cent)
of US
State us Employment Sate us
1960 6,182 54,189 11.4 N/A 55
1970 7,156 70,879 10.1 45 5.0
1980 7,207 90,406 8.0 75 7.2
1990 8,212 109,403 75 5.3 5.6
1999 (prelim.) 8,451 128,615 6.6 5.2 4.2

Source: USand NY SDepartments of Labor. Note: Nonagricultural employ ment and the unemploy ment rate are generated from
separate surveys.

Séae pa cgpita personal income has historically been significantly higher than the national average,
dthouh theratiohas varied substantially. Because New York City isaregional employment center for a
muti-gate regon, Satepersonal income measured on a residence basis understatesthe relative importance
of theSaeto thenaiond economy and the size of the base to which Sate taxation applies. The following
table compares per capita personal income for the Sate and the nation.

Table22
Per Capita Personal Income

State us State/US
1960 $ 2,712 $ 2,302 1.18
1970 4,895 4,139 1.18
1980 11,101 10,258 1.08
1990 23331 19,714 1.18
1999 (prelim) 33,946 28574 1.19

Source: USDepartment of Commerce, Bureau of Economic Analysis.
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Debt and Other Financing Activities

Legal Categories of State Debt and Other Financings

Fnandng ativitiesof the S ate include general obligation debt and S ate-guaranteed debt, to which the
full faith and credit of the Sate has been pledged, aswell as lease-purchase and contractual-obligation
finandngs mord obligation and other financings through public authorities and municipalities, where the
Sate sled odigetion to mekepay ments to those public authorities and municipalities for their debt service
isaljedt toannual appropriation by the Legidature. T hese categories are described in more detail below.

The Saehasnever dfadtedon any of its general obligation indebtedness or its obligations under lease-

purchese or contractudl-oldigetion financing arrangements and has never been called upon to make any direct
payments pursuant to its guarantees.

General Obligation and State-Guaranteed Financing

Thereareanumber of methods by which the Sate itself may incur debt. The Sate may issue general
odigetion bonds Under theSate Congtitution, the Sate may not, with limited exceptionsfor emergencies,
undertake long-term general obligation borrowing (i.e., borrowing for more than one year) unlessthe
borrowing isaLthorized in a specific amount for a single work or purpose by the Legidature and approved
by thevotes Theaeisnoconditutional limitation on the amount of long-term general obligation debt that
may be so authorized and subsequently incurred by the Sate. With the exception of general obligation
housng bonds(which must be paid in equal annual ingallments or insallmentsthat result in substantially
leve or dedining debt service payments, within 50 years after issuance, commencing no more than three
yeasdte issence), gmeral obligation bonds must be paid in equal annual installments or ingallmentsthat
readt insddantidly levd or declining debt service payments, within 40 years after issuance, beginning not
more than one year after issuance of such bonds.

The Saemay undatakeshort-term borrowings without voter approval (i) in anticipation of the receipt
of taxesandrevenuss by imaing tax and revenue anticipation notes (T RANS), and (ii) in anticipation of the
recdpt of proosads from the sale of duly authorized but unissued general obligation bonds, by issuing bond
attidpation notes(BANSs). TRANs must mature within one year from their dates of issuance and may not
ke refundedor refinenced beyond such period. However, since 1990, the Sate’ sahility to issue TRANs has
ben limitedd.eto enactment of the fiscal reform program which created LGAC (see “ Local Government
Agigance Corporation” below). BANs may only be issued for the purposes and within the amountsfor
which bondsmay beisaed pursuant to voter authorizations. Such BANs must be paid from the proceeds of
the sleof bondsin antidpation of which they were issued or from other sourceswithin two years of the date
of imenceor, inthecase of BANsfor housing purposes, within five years of the date of issuance. In order
to proviceflexiality within these maximum term limits, the Sate has utilized the BANs authorization to
condt acommerdal paper program to fund disbursements eligible for general obligation bond financing.
The Saeexpectsto redeem the remaining BANs outstanding and does not anticipate issuing new BANs
during the 2000-01 fiscal year.

Puaent topecific congtitutional authorization, the Sate may also directly guarantee certain public
athority odiggtions T he Sate Congtitution providesfor the Sate guarantee of the repayment of certain
borrowingsfor designated projects of the Job Development Authority (JDA). The Sate hasnever been
called upon to make any direct payments pursuant to any such guarantees.
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In Feruery 1997, the JDA issued approximately $85 million of Sate-guaranteed bondsto refinance
catan of itsoutganding bonds and notes in order to restructure and improve JDA’ s capital finances. Due
to concarnsregardngtheeconomic viahility of its programs, JDA’ sloan and loan guarantee activitieswere
apendd in 1995. DA resumed itslending activitiesin 1997 under arevised set of lending programs and
wndawriting glidelines. Asareault of the structural imbalancesin JDA’ s capital structure, and defaultsin
itsloan portfolio andloan gerant ee program incurred between 1991 and 1996, JDA would have experienced
addt savice cash flow shortfall had it not completed the 1997 refinancing. JDA anticipatesthat it will
transsat an addtiond refinendngin 2003 to complete itslong-term plan of finance and further alleviate cash
flowimbdanceswhich arelikely to occur in future years. The Sate does not anticipate that it will be called
upon to make any payments pursuant to the Sate guarantee in the 2000-01 fiscal year.

Paymentsof ddt service on Sate general obligation and Sate-guaranteed bonds and notes are legally
enforceable obligations of the Sate.

Lease-Purchase and Contractual-Obligation Financing

The Saeemploysaddtiond longterm financing mechanisms, lease-purchase and contractual-obligation
finandngs whichinvolveodigations of public authorities or municipalitiesthat are Sate-supported but not
genera obligations of the Sate. Under these financing arrangements, certain public authorities and
municipalities have issued obligationsto finance the construction and rehabilitation of facilitiesor the
aoguistion endrehddlitetion of equipment, and expect to meet their debt service requirementsthrough the
recdpt of rentd or other contractual payments made by the Sate. Although these financing arrangements
involve acontractud egreament by the Sate to make paymentsto a public authority, municipality or other
atity, theSate soligetionto mak e such paymentsis generally expressdy made subject to appropriation by
the Legdaureandtheadtd availability of money to the Sate for making the payments. The Sate hasaso
entered into afinancing arrangement with LGAC to restructure the way the Sate makes certain local aid
payments (see “ Local Government Assstance Corporation” below).

The Satealso participatesin the issuance of certificates of participation (COPs) in a pool of leases
ataedintoby the Sate' s Office of General Services on behalf of several Sate departments and agencies
interesed in acqliringoperaional equipment, or in certain cases, real property. Legidation enactedin 1986
egadidhed regrictionsypon and centralized Sate control, through the Comptroller and the Director of the
Budget, over the issuance of COPs representing the Sate's contractual obligation, subject to annual
gopropriction by theLegdature and availability of money, to make installment or lease-purchase payments
for the Sate sacquisition of such equipment or real property.

The Saeisdso committed under numerous capital lease-purchase agreements covering electronic data
processing and telecommunications equipment and real property capital lease-purchase agreements.
Expendturesfor theseoligations during the 1999-2000 fiscal year were $35.1 million comprised of $22.4
million attributable to principal and $12.7 million attributable to interest. Asof March 31, 2000, the
remaning Sate liability for scheduled payments pursuant to these capital lease-purchase agreementsis
goproximatdy $380 million, comprised of approximately $226 million attributable to principa and $154
million atributable to interest. Included in these amountsis approximately $171 million attributable to
prindpd and$148million attributable to interest for real property capital lease-purchase agreements. As
such odigetionsdo not entail atraditional bond, note, or COPsfinancing, these amounts are not reflected
in the tables describing Sate-supported debt.
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Moral Obligation and Other Financing

Mord odigation financing generally involvesthe issuance of debt by a public authority to finance a
revenue-prod.oing project or other activity. T he debt is secured by project revenues and includes satutory
provisonsreqiringtheSate abject to appropriation by the Legidature, to make up any deficiencies which
may occur intheisse’s debt service reserve fund. T here has never been a default on any moral obligation
debt of any public authority. The Sate doesnot intend to increase statutory authorizationsfor moral
odigtion bond programs. From 1976 through 1987, the Sate was called upon to appropriate and make
paymentstotding$162.8 million to make up deficienciesin the debt service reserve funds of the Housing
Fnance Agency (HFA) pursent to moral obligation provisions. In the same period, the Sate also expended
addtiond fundsto asdg theProject Finance Agency, the Urban Development Corporation (UDC) and other
pudic athoritieswhich had moral obligation debt outstanding. The Sate has not been called upon to make
any paymentspuraant toany moral obligations since the 1986-87 fiscal year and no such requirements are
anticipated during the 2000-01 fiscal year.

In edditiontothemoral obligation financing arrangements described above, Sate law providesfor the
aedion of Satemunidpd asid ance corporations, which are public authorities established to aid financially
troubled localities. The Municipal Assgtance Corporation for the City of New York (NYC MAC) was
cededin 1975 to provicefinancing assistance to New York City. To enable NYC MAC to pay deht service
on itsodigetions NYCMAC receives, subject to annual appropriation by the Legidature, receiptsfrom the
four peroat NewYork Saesestax for the benefit of New Y ork City, the Sate-imposed stock transfer tax
and shjedt tocertain prior liens, certain local assstance payments otherwise payable to New York City.
The legdaion aegingNYCMAC also includes a moral obligation provison. Under itsenabling legidation,
NYCMAC sathority to issue moral obligation bonds and notes (other than refunding bonds and notes)
expired on December 31, 1984 and no such bonds are outstanding. In 1995, the Sate created the Municipal
Agsidance Corporaion for the City of Troy (Troy MAC). The bondsissued by Troy MAC do not include
moral obligation provisons.

The Sated providssfor contingnt contractual-obligation financing for the Secured Hospital Program
puaent tolegdation enactedin 1985. Under this financing method, the Sate entered into service contracts
which oldigetetheSateto pay ddit service, subject to annual appropriations, on bonds either formerly issued
by theNewYork Sate Medical Care Facilities Finance Agency (MCFFA) and now included as debt of the
Dormitory Authority of theSate of New York (DASNY), or bondsissued directly by DASNY, in the event
there aredhortfdlsof revenussfrom other sources. The Sate has never been required to make any payments
puaent tothis financing arrangement, nor doesit anticipate being required to do so during the 2000-01
fiscal year. The gatutory authorization to issue bonds under this program expired on March 1, 1998.

Local Government Assistance Corporation

In 1990, aspat of aSaeficd reform program, legidation was enacted creating LGAC, a public benefit
corporation empowaredto issue long-term obligationsto fund certain paymentsto local governmentsthat
hed been traditionally funded through the Sate’ s annual seasonal borrowing. T he legidation authorized
LCGACtoiseitshondsandnotesin an amount to yield net proceeds not in excess of $4.7 hillion (exclusive
of catanreiundng bonds). Over a period of years, the issuance of these long-term obligations, which are
to beamortizadover no more than 30 years, was expected to eliminate the need for continued short-term
seond borrowing T he legidation also dedicated revenues equal to one percent of the four percent Sate
sales and use tax to pay debt service on these bonds. T he legidation also imposed a cap on the annual
seond borroningof the Sate at $4.7 billion, less net proceeds of bondsissued by L GAC and bonds issued
to provide for capitalized interest, except in caseswhere the Governor and the legidative leaders have
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aatified theneedfor additional borrowing and provided a schedule for reducing it to the cap. If borrowing
aovethecap isthuspermitted in any fiscal year, it isrequired by law to be reduced to the cap by the fourth
fisd year dter the limit wasfirst exceeded. T his provison capping the seasonal borrowing was included
asacovenant with LGAC sbondholdersin the resolution authorizing such bonds.

Asof 1ne1995, LGAChad issued bonds and notes to provide net proceeds of $4.7 hillion, completing
the program. Theimpadt of LGAC' s borrowing, aswell as other changesin revenue and spending patterns,
istha theSaehashesn ddetomeet its cash flow needsthroughout the fiscal year without relying on short-
term seasonal borrowings.

2000-01 Borrowing Plan

Sxtion 22-cof the Sate Finance Law, as amended by Chapter 389 of the Laws of 1997, requiresthe
Govenor to submit the five-year Capital Program and Financing Plan (the "Plan") with the Executive
Bubgt. Theproposed 2000-01 through 2004-05 Capital Program and Financing Plan was released with the
Exentive Bubgt on Jnuery 11, 2000 and updated to reflect the 30-Day Amendments on January 31, 2000.
The Planisrenuiredto beypceted by the later of July 30 or 90 days after the enactment of the Sate Budget.
A oopy of theaurent Planandthe updated Plan, when available, can be obtained by contacting the Divison
of the Budget, Sate Capitol, Albany, NY 12224, (518) 473-8705, or by vidting its webdte at
www.state.ny.us/dob.

The Sate's 2000-01 borrowing plan projectsissuances of $367 million in general obligation bonds,
induding $45 million for purposes of redeeming the remaining outstanding BANs. The Sate does not
aticipate issuing new BANs during the 2000-01 fiscal year. The Sateisexpectedto issue up to $276
million in GOPstofinenceequipment purchases (including costs of issuance, reserve funds, and other costs)
during the2000-01 ficcd year. Of thisamount, it isanticipated that approximately $76 million will be used
to finenceagency eqlipment acquisitions. Approximately $200 million is expected to finance the purchase
of newwdfarecomputer systems designed to improve case management, fraud detection and child support
collection capabilities.

Borrowings by public authorities pursuant to lease-purchase and contractual-obligation financings for
capitd programsof theSateare projected to total approximately $2.91 hillion, including costs of issuance,
reavefunds and other cogs, net of anticipated refundings and other adjussmentsin 2000-01. Included
thereéin areborroningsby: (i) DASNY for the Sate University of New York (SUNY); the City Universty
of NewYork (CUNY); health and mental health facilities; child care facilities, biomedical facilities; the
Jddd Traning Ingitute; school construction (RESCUE); and universty facilities (Jobs 2000); (ii) the
Thruway Authority for the Dedicated Highway and Bridge Trust Fund and Consolidated Highway
Improvement Program; (iii) UDC (dbinglusiness as the Empire Sate Development Corporation) for prisons,
youth facilities; and economic development purposes, including sportsfacilities and projectswithin the
Bufdo inner harbor areg; (iv) the Environmental Facilities Corporation (EFC) for environmental projects,
indudng Pipdinefor Jbs(bls 2000); and (v) HFA for housing programs. Borrowings for 2000-01 include
the Community Enhancament Fadilities Assistance Program (CEFAP) for economic development purposes.
Fou pukdicathorities (T hruway Authority, DASNY, UDC and HFA) are authorized to issue bonds under
this program. Borrowings for 2000-01 also include the Srategic Investment Program (SP) for
environmentd, historic preservation, economic development, arts, and cultural purposes. T hree public
athorities(DASNY, UDC and EFC) are authorized to issue bonds under this program. T he projections
of Saeborroningsfor the2000-01 fiscal year are subject to change as market conditions, interest rates and
other factorsvary throughout the fiscal year.

43



Annual Information Statement May 31, 2000

Outstanding Debt of the State and Certain Authorities

For puposesof analyzing the financial condition of the Sate, debt of the Sate and of certain public
athorities may bedasified as State-supported debt, which includes general obligation debt of the Sate and
leesepurchese and contractual obligations of public authorities (and municipalities) where debt serviceis
pad from Saegppropriations (including dedicated tax sources, and other revenues such as patient charges
and dormitory facilitiesrentals). In addition, a broader classification, referred to as State-related debt,
inducks Sate-apported debt, aswell as certain types of contingent obligations, including moral obligation
finandngs certain contingent contractual-obligation financing arrangements, and Sate-guaranteed debt
destribed aove where debit service is expected to be paid from other sources and Sate appropriations are
contingent in that they may be made and used only under certain circumstances.

State-Supported Debt Outstanding

General Obligation Bond Programs

Thefird typeof Sate-apportedddt, general obligation debt, is currently authorized for transportation,
evironment andhousngpuposs T he amount of general obligation bonds and BANsissued in the 1997-98
through 1999-2000 fiscd years (excluding bonds issued to redeem BANS) were $486 million, $249 million,
and $208 million, respectively. Transportation-related bonds are issued for Sate highway and bridge
improvements avigtion, higmey andmeass transportation projects and purposes, and rapid transit, rail, canal,
port andwateney progamsandprojects. Environmental bonds are issued to fund environmentally-senstive
land aoquistions air and water quality improvements, municipal non-hazardous waste landfill closures and
hazardous waste site cleanup projects. Asof March 31, 2000, the total amount of outstanding general
obligation debt was $4.6 hillion, including $45 million in BANSs.

Chapter 58 of thelansof 2000 enectedthe proposed $3.8 hillion Transportation Infrastructure Bond Act
of 2000, whichwill bepresented to the votersfor approval in the Sate's November 2000 general election.

Thefollowingtadesets forth information regarding the levels of authorized, unissued and outstanding
Sate general obligation debt by purpose as of March 31, 2000.
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Table23
State G eneral Obligation Debt
Asof March 31, 2000
(Millions of Dollars)

Total Authorized Total Debt
Purpose/Year Authorized Authorized but Unissued Outstanding
Transportation Bonds:
Transportation Capital Facilities (1967)
Highways $1,250.0 $0.0 $0.0
Mass Transportation 1,000.0 0.0 206.7
Aviation 250.0 0.0 90.0
Rail Preservation (1974) 250.0 0.0 81.6
Energy Conservation Through Improved Transportation (1979)
Local Streets and Highways 100.0 0.0 0.0
Rapid Transit and Rail Freight 400.0 17 111.3
Rebuild New York Through Transportation
Infrastructure Renewal (1983)
Highway Related Projects 1,064.0 30.5 47.7
Rapid Transit, Rail and Aviation Projects 136.6 0.0 81.7
Ports, Canals, and Waterways 49.4 0.0 10.2
Accelerated Capacity and Transportation
Improvements of the Nineties (1988) 3,000.0 68.8 1,622.2
Total Transportation Bonds $7,500.0 $101.0 $2,251.4
Environmental Bonds:
Park and Recreation Land Acquisition (1960) $100.0 $0.8 $0.5
Pure Waters (1965) 1,000.0 33.8 265.0
Outdoor Recreation Development (1966) 200.0 0.2 12
Environmental Quality (1972)
Water 650.0 6.7 294.1
Air 150.0 24.4 14.0
Land and Wetlands 350.0 36.4 112.6
Environmental Quality (1986)
Solid Waste Management 1,200.0 306.0 714.2
Land and Forests 250.0 21.0 141.8
Clean Water/Clean Air (1996)
Safe Drinking Water 355.0 180.0 161.4
Clean Water 790.0 627.6 161.9
Solid Waste 175.0 153.2 9.8
Environmental Restoration 200.0 191.7 83
Air Quality 230.0 132.0 91.4
Total Environmental Bonds $5,650.0 $1,713.8 $1,976.2
Housing Bonds:
Low-Income Housing (through 1958) $960.0 $7.9 $183.9
Middle-Income Housing (through 1958) 150.0 0.5 825
Urban Renewal (1958) 25.0 16 14
Total Housing Bonds $1,135.0 $10.0 $267.8
Education Bonds:
Higher Education Facilities (1957) $250.0 $0.0 $15.7
Subtotal: General Obligation Debt $14,535.0 $1,824.8 $4,511.1
Bond Anticipation Notes $45.0
TOTAL GENERAL OBLIGATION DEBT $4,556.1

Source: Office of the Sate Comptroller.
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Lease-Purchase and Contractual-Obligation Financing Programs

T he second type of Sate-supported debt, lease-purchase and contractual-obligation financing
arangamentswith pudicaut horities and municipalities, has been used primarily by the Sate to finance the
Sate's highway and bridge program, SUNY and CUNY buildings, health and mental hygiene facilities,
prison congtruction and rehabilitation, and various other Sate capital projects.

The SQate has utilized and expectsto continue to utilize lease-purchase and contractual-obligation
finandng arangements to finance its capital programs, in addition to authorized general obligation bonds.
Sme of themgor capital programs financed by lease-purchase and contractual obligation agreements are
highlighted below.

Trangortation. TheSate Department of Trangportation is primarily responsible for maintaining and
rehdilitatingthe Sate’ s system of highways and bridges, which includes 40,000 Sate highway lane miles
and 7,500 Satelrides TheDepatment also oversees and funds programs for rail, port, transit and aviation
projects and programsthat help defray local capital expenses associated with road and bridge projects.

Legdation enacted in 1991 established the Dedicated Highway and Bridge T rust Fund to provide for
the dedction of aportion of the petroleum businesstax and certain other transportation-related taxes and
fessfor trangoortationimprovements. Snce 1993, periodic legidation has authorized a series of multi-year
cepitd plansfortheSaestransportation programs. Mog recently, legidation enacted in 2000 authorized
a$17.1 billion 2000-01 through 2004-05 capital program for highways and bridges, canals, rail, ports,
avigtion, andnon-MT A trangt syssems. T he new program will be financed by a combination of Federal
gats, pay-as-you-go capital and bond proceeds supported by the Dedicated Highway and Bridge T rust
Rund revenuesfromtheDed cated Mass T rangportation Trust Fund and a portion of the proceeds of bonds
issed puraent to the$3.8 hillion Transgportation Infrastructure Bond Act of 2000, if approved by the voters
in the November 2000 general election.

The Saehasspportedthecgpital plans of the MTA in part by entering into service contractsrelating
to catainbondsissedby theMTA. Legidation adopted in 1992 and 1993 also authorized payments, subject
to gppropriation, of aportion of the petroleum businesstax from the Sate' s Dedicated Mass T rangportation
T FuindtotheMTA andathorized it to be used as a source of payment for bondsto be sold by the MT A
to apport itscapitd program. Legidation adopted in 2000 provided for increasesin amounts dedicated to
the MT A throuh the DedcatedMass T ransportation Trust Fund by increasing the portion of the petroleum
hienesstax andother transportation-related taxes and feesthat would flow to that Fund. The legidation
schedules these increases throughout the 2000-01 through 2004-05 period. Seethe section entitled
“Authoritiesand Localities’ for additional information about the MTA.

Education. The Sate financesthe physical infrastructure of SUNY and CUNY and their respective
community collegesandthe Sate Education Department through direct Sate capital spending and through
finandng arangementswith DASNYY, paying all capital costs of the senior colleges and sharing equally with
locd governmentsfor thecommunity colleges, except that SUNY dormitories are financed through dormitory
fees.

The 34 SUNY campusssindude more than 2,300 buildings, including classrooms, dormitories, libraries,
ahletic andgudant fadlitiessandother buildings of which 84 percent are over 20 years of age. T ogether with
the 30 SUNY community colleges, the SUNY system serves nearly 370,000 students. The CUNY system is
comprisad of 11 senior colleges and 6 community collegesthat serve approximately 199,000 degree credit
students.
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Mental HygieneHealth. T he Sate provides care for itscitizenswith mental illness, mental retardation
andcevdopmental disabilities, and for those with chemical dependencies, through the Office of Mental
Hedth (OMH), theCfficeof Mental Retardation and Developmental Disabilities (OMRDD) and the Office
of Alooholism and Substance Abuse Services (OASAS). Higtorically, this care hasbeen provided at large
Saeinditutions Beginning in the 1980sthe Sate adopted policiesto provide ingitutional careto those
mogt in need and to expand care in community residences.

OMRDD'scapitd program supportsa Sate ingitutional infrastructure comprising 13 Developmental
Disdlities Services Officeswith ailmost 400 buildings, and a Sate- and non-profit operated community
nework of approximately 25,000 beds. The program continuesthe recent shift in emphasisfrom the
devdopment of newfadlities(primaily in the community) to the improvement and maintenance of existing
Sate- and non-profit infrastructure.

OMH'scapitd program supports an ingitutional physical plant consisting of 23 campuseswith over
1,000 huldngsaswell as 10,000 Sate- and non-profit operated community resdential beds. T he overall
policy drection of thisprogamhaslimited ingtitutional capital projectsto those that are necessary to ensure
the hedth andsfety of dientsandd&f, retain program accreditation, and maintain the condition of existing
fadlities Ineddtion, the program supportsthe preservation of the existing capital base of Sate-and non-
profit operated community beds and the development of new non-profit operated community beds.

As the need for ingtitutional beds has declined over recent years, both OMRDD and OMH have
consolidated, reconfigured or closed many of their campuses, permitting the planned development of
dternae ussfor the surplus facilities. Capital investmentsfor these programs are primarily supported by
patient revenuesthrough financing arrangementswith DASNY.

Vaious capitd progams for Department of Health facilities have also been financed by DASNY using
contractual-obligation financing arrangements.

Correttions Duingthe10-year period 1983 through 1992, the Sate’ s prison system more than doubled
in size due to the unprecedented increase in demand for prison space. Today, the system houses
goproximetdy 72,000 inmatesin 70fedlities with 3,400 buildings. Although the Department of Correctional
Svices (DOCY capital program was focused primarily on rehabilitation of existing facilitiesin the early
19905 oontinuedinmatepopuaion gowth and projected future growth indicate the need for both expansion
of exidingfecilities and new facilities. The Sate has added approximately 4,600 bedsin response to this
population growth.

Other Programs TheSat e also uses lease-purchase and contractual-obligation financing arrangements
for theinditutiond fadlitiesof the Office of Children and Family Services (formerly known asthe Divison
for Youh),the Sate’ shousng programs, and various environmental, economic development, and Sate
huldng progams Ineaddition, DASNY has issued taxable pension bondsto refinance the balance of a pre-
exiging Sate penson liahility, for the purpose of achieving present value savings.

Thefollowingtable shows the total amount of authorized and outstanding Sate-supported debt as of
March 31, 2000. Inaddtion to showing the amounts of authorized and outstanding general obligation and
LGAC ddt, the table provides the amount of authorized and outstanding lease-purchase and contractual -
oliggtion cH by purpose, issuer, and program. Debt authorizationsfor certain programs are approved or
enacted all at one time and are expected to be fully issued over time. Authorizationsfor other capital
progamsaeenaded annually by the Legidature and are usually consistent with bondable capital projects
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goproprictions Authorization does not, however, indicate an intent to sell bondsfor the entire amount of
those athorizations, because capital appropriations often include projectsthat do not materialize or are
financed from other oLroes For example, there are no current plansfor the Thruway Authority to issue any

of the authorizations for the suburban transportation program or the remaining emergency highway
authorizations.

[REMAINDER OF THISPAGE INTENTIONALLY LEFT BLANK]
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Table24

Outstanding State-Supported Debt

(Millions of Dollars)

Authorized
As of 3/31/00

GENERAL OBLIGATION (2) $14,535
LOCAL GOVERNMENT ASSISTANCE CORP. 4,700
OTHER LEASE-PURCHASE AND CONTRACTUAL
OBLIGATION FINANCING ARRANGEMENT ¢
Transportation:

MTA:
1981 Act Service Contract (3) no limit
1986-87 Acts Service Contract 859
Thruway Authority:
Emergency Highways(4) 670
Suburban Transportation no limit
Westway Right-of-Way 50
Consolidated Highway Improvement
and Suburban Highway |mprovement Programs 2,500
Dedicated Highway & Bridge Trust 4,750
DASNY:
Albany County Airport 40
Education:
DASNY:
SUNY Educational Facilities (5) 3,200
SUNY Dormitory Facilities no limit
SUNY Upstate Community Colleges no limit
CUNY Educational Facilities (6) 3,415
State Education Department Facilities no limit
Library for the Blind 16
SUNY Athletic Facilities 22
RESCUE 145
Judicia Training Institute no limit
Health/M ental Hygiene:
DASNY/MCFFA:
Department of Health Facilities 474
Mental Health Facilities (7) 4,400
Corrections:
UDC\ESDC:
Prison Facilities 4,282
Y outh Facilities 236
Y outh Centers 37
Environment:
EFC:
Riverbank State Park 60
Water Pollution Control 300
Pilgrim Sewage Treatment no limit
State Park Infrastructure 18
Fuel Tanks no limit
Pipeline for Jobs (Jobs 2000) 23
Energy Research and Development Authority:
Western New Y ork Nuclear Service Center 104
UDC\ESDC:
Long Island Pine Barrens 15
State Building/Equipment:
UDC\ESDC:
Empire State Plaza 133
State Buildings 20
State Capital Projects 200
Albany County-Empire State Plaza(8) no limit
Other Municipalities 24
Certificates of Participation no limit
DASNY:
State Facilities no limit

(Continued on next page)
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Authorized
but Unissued
As of 3/31/00

$1,825
0

no limit
0

58
no limit
50

390
997

1

1,081
no limit
no limit

818

no limit
0

0

145

no limit

516

881

no limit
0

no limit
23

0

0

10

0

0

no limit
2

no limit

no limit
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Outstanding

As of 3/31/00 (1)

$4,556
4,874

895
1,062

133

2,049
3,490

40

3,999
372
388

3,119

75
18
25

469
3,799

3,243
164

62
221
10
14
17
88

15

100

245
16

503
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Table 24 (continued)
Outstanding State-Supported Debt
(Millions o Dollars)

Authorized
Authorized but Unissued Outstanding
As of 3/31/00 As of 3/31/00 As of 3/31/00 (1)

Housing:
HFA:
Capital Programs 1,110 48 1,094
Economic Development:
CEFAP 425 188 261
Triborough Bridge and Tunnel Authority:
Convention Center Project 375 0 365
UDC\ESDC\DASNY :
University Technology Centers 288 53 200
Onondaga Convention Center 40 0 45
Broadway Development Project 6 6 0
Sports Facilities 130 0 134
University Facilities (Jobs 2000) 48 48 0
Natural Resources Preservation 25 0 28
Child Care Facilities 15 15 0
Other:
DASNY:
Pension Obligation 787 14 501
Total Other Financing Arrangements $27,367
TOTAL STATE SUPPORTED DEBT $36,797

Source: Office of the State Comptroller.

(1) Amauisaudandng may exceed the stated amount authorized for the purpose of providing for the cost of issuance, reserve fund requirements
and, in certain circumstances, refunding bonds.

(2) Includes $45 million of bond anticipation notes.

(3) An agreement between the Sate and the MTA limits the Sate’s pay ments for support of these bonds.

(4) Indudesbonds authorized under the Emergency Highway Construction and Reconstruction, and the Emergency Highway Rehabilitation and
Preservation Programs.

(5 Auhaiztion also includes any amount necessary to refund outstanding Housing Finance Agency (HFA) Sate University Construction Bonds,
all of which have been refunded.

(6) Theamount outstanding includes one half of $688.1 million for CUNY Community Collegesfor which the State pay s 50 percent of the debt
sniceadhe City pay s 50 percent of the debt service. The total amount authorized for CUNY Senior Colleges was unlimited for resolutions
adyedpiar07/1/85 and limited to $3.415 billion for both CUNY Senior and CUNY Community Colleges for resolutions adopted after 7/1/85.

(7) Authorization also includes any amount necessary to refund outstanding HFA Mental Hy giene Bonds, all of which have been refunded.

(8) The Sate and the County of Albany have a contract that this amount will not exceed $985 million.
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Debt Reform Act of 2000

Chapter 59 of theLansof 2000 enacted the Debt Reform Act of 2000 (Debt Reform Act). The Debt
Reform Ad implementsdauory initiativesintended to improve the Sate's borrowing practices. The Debt
Reform Act applies to all new Sate-supported debt issued on and after April 1, 2000 and includesthe
following provisons.

— A phasdincgponnew S ate-supported debt outstanding of 4 percent of personal income
(the existing Sate-supported debit level is6 percent of personal income);

— A phased-in cap on new Sate-supported debt service coss of 5 percent of tota
governmentd fundsreceipts (the existing S ate-supported debt service costs are 5 percent
of total governmental receipts);

— A limit on the use of debt to capital worksand purposes only; and
— A limit on the maximum term of new Sate-supported debt to 30 years.

The cgponnewv3aegpported debt outstanding beginsat 0.75 percent of personal income in 2000-01
andisgaddly increased until it isfully phasedin at 4 percent of personal incomein 2010-11. Smilarly,
the phasedin cgpon new Sate-supported debt service costsbeginsat 0.75 percent of total governmental
fundsrecaptsendisgradually increased until it isfully phasedin at 5 percent in 2013-14. Sate-supported
bond issEncesdringthe2000-01 borrowing plan are projected by DOB to be within the Debt Reform Act's
satutory caps.

The Delt Rform Adt requires the limitations on the issuance of Sate-supported debt and debt service
codstobecdadaedby October 31 of each year and reported in the quarterly Financial Plan Update most
proximate to October 314 of each year. If the calculations for new Sate-supported debt outstanding and debt
[vice codsaeless than the Sate-supported debt outstanding and debt service costs permitted under the
Debt Reform Act, new Sate-supported debt may continue to be issued. However, if either the debt
oudandng or thedebt service cap is met or exceeded, the Sate would be precluded from contracting new
Saegpported debt until the next annual cap calculation is made and Sate-supported debt isfoundto be
within thegppropriatelimitations. T he Divison of the Budget expectsthat the prohibition on issuing new
Sae-supported debt if the caps are met or exceeded will provide an incentive to treat the debt caps as
amolute limitsthat should not be reached, and therefore DOB intends to manage subsequent capital plans
and issuance schedules under these limits.

State-Related Debt Outstanding

The caegory of Sae-related debt includesthe Sate-supported debt described above, moral obligation
and certain other financings and Sate-guaranteed debt.

Thefollowingtadecontains information on the amounts of Sate-related debt at the close of the three
mog recent fiscal years, including the levels of Sate-supported debt, contingent contractual-obligation
finandng mord odigation financing and Sate-guaranteed debt. T here are no notes outstanding under any
of the moral obligation programslisted below.
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Outstanding State-Related Debt
(Millions of Dollars)

State-Supported Debt
General Obligation

Local Government Assistance Corporation

Table25

Asof 3/31/08  _Asof 3/31/900  _Asof 3/31/00

Other L ease-Purchase and Contractual-Obligatic

Financing Arrangements
Total State-Supported Debt

Contingent Contractual-Obligation Financi

DASNY/MCFFA (1)

Moral Obligation Financing
Housing Finance Agency
MCFFA-Hospitals and Nursing Homes
Municipal Assistance Corporation for

the City of New York

Total Moral Obligation Financing

State-Guaranteed Debt
Job Development Authority
Total State-Guaranteed Debt

TOTAL STATE-RELATED DEBT

Source: Office of the Sate Comptroller.

$5,033 $4,825 $4,556
5,199 5,115 4,874
24,015 25,902 27,367
$34,247 $35,842 $36,797
$1,102 $1,082 $1,060
$800 $528 $497
111 101 97
479 0 0
$1,390 $629 $594
260 187 133
$260 $187 $133
— $36.000 $37.740 $38.584

(1) Indudesbordsissed for the Secured Hospital Program, for which the Sate’s contingent obligation, subj ect to annual appropriation, isto provide
fundsfor debt service in the event there is a shortfall of revenuesfrom other specified sources.

Debt Service Requirements

Thetddebelow presentsthe current and future debt service (principal and interest) requirementson
Saegpported debt outstanding as of March 31, 2000. T he requirements of LGAC and other financing
odigetions of public authorities are the gross amounts due from the authorities to bondholders within the
fizd year whentheathoritiesmakethe payments. T he amounts shown do not reflect other associated costs
or revenues anticipated to be available, such as interest earnings or capitalized interest. Thus, the
reqliramentshown are generally in excess of the amounts expected to paid by the Sate during the Sate

fiscal year.
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Table26
Debt Service Requirements on State-Supported Debt
Outstanding As of March 31,2000
(Millions of Dollars)

(unaudited)
Local
Government Other

Fiscal Years General Assistance Financing
Ending March 31 Obligation(1) Corporation(2) Obligations Total
2000-01 $686 $375 $2,810 $3,871
2001-02 613 375 2,831 3,819
2002-03 557 339 2,740 3,636
2003-04 483 340 2,603 3,426
2004-05 439 382 2,474 3,295
Thereafter 3,607 6,932 31,779 42,318

Total $6,385 $8,743 $45,237 $60,365

Source: Office of the Sate Comptroller

(1) Assumesa proj ected average interest rate of 5.48 percent on $572.6 million of tax-exempt variable rate bonds outstanding on March 31,
2000 and a projected average interest rate of 7.28 percent on $12.5 million of taxable variable rate bonds outstanding on March 31, 2000.

(2) Assumes a proj ected average interest rate of 6 percent on approximately $964 million of outstanding L GAC variable rate bonds.

Legdation accompanying the 1998-99 budget created the Debt Reduction Reserve Fund (DRRF) in an
efort tost adderesources that could be used to reduce Sate indebtedness either through the use of DRRF
asapay-asyougo finendngsource or the use of DRRF to reduce or retire outstanding debt. DRRF deposits
have gownfrom$50milllion in fiscal year 1998-99 to $750 million in 2000-01, with an expected closng
fund balance of $250 million at the end of the 2000-01 fiscal year.

Long-Term Trends

Thefollowing tables provide an overview of trendsduringthe last ten years and an esimate for the
aurent year. They compare (1) the growth in Sate-supported debt service requirementswith the growth in
totd governmentd fundsreceipts, (2) the growth in Sate-supported and Sate-related debt with the growth
in peond incomein the Sate; and (3) the growth in Sate-supported and Sate-related debt requirements
with the number of Sate resdents.

Tade 27 comparesthe total amount of Sate-supported debt service with total governmental funds
recdpts Duingtheprior ten years, Sate-supported long-term debt service increased on an average annual
bedsby 104 percent to $3.67 hillion by 1999-2000 while T otal Governmental Funds Receiptsincreased on
an average annual basisby 5.0 percent. Duringthefirst five yearsof thisten year period, debt service
incressd by anannudl average of 13.3 percent and over the remaining five years of the period the annual
avarae gowthindebt service hasdowed to 8.1 percent. Therelative comparable growth in receiptsand
it sviceresdtedin a general trend of increasesin the ratio of debt service to receiptsfrom fiscal years
1990-91 to 1999-2000. Theraioisetimaedtoremain relatively stable at 5.0 percent in fiscal year 2000-01.
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Table27
State-Supported Debt Service Requirements Compared to Total G overnmental Funds Receipts

State-Supported
Total Debt Service
State-Supported  Total Governmental asa % of
Debt Service FundsReceipts  Total Governmental
Fiscal Year ($in Millions) ($in Millions) Funds Receipts
1990-91 $1,511 $47,236 3.20%
1991-92 1,922 51,706 3.72
1992-93 2,198 54,601 4.03
1993-94 2,266 57,971 391
1994-95 2,490 61,106 4.07
1995-96 2,749 62,969 4.37
1996-97 2,827 62,886 4.50
1997-98 3,195 66,246 4.82
1998-99 3,387 70,819 4.78
1999-00 3,672 73,502 5.00
2000-01 (estimated) 3,986 79,727 5.00

Source: Sate Division of the Budget.

Indudd inthetadeaove are principal and interest payments on general obligation bonds and interest
payments on BANswhichware$724.0 million for the 1999-2000 fiscal year, and are estimated to be $687.4
million for 2000-01. Sa e paymentsfor debt service on fixed rate and variable rate bondsissued by LGAC
were $315.3 million for the 1999-2000fiscal year, and are estimated to be $329.3 million for 2000-01. Sate
leese purchage andcontractLel-odigation payments (including Sate insallment paymentsrelating to COPS),
dassfied as” Othe Fnancing Obligations’, were $2.63 hillion in fiscal year 1999-2000, and are estimated
to be $2.97 hillion for 2000-01.

Tade 28bdowcomparestotal Sate-supported and Sate-related debt outstandingto New York Sate
persond income Totd oudandngSaerelated debt increased from $28.07 billion at the end of the 1990-91
fixd year to $38.58 hillion at the end of the 1999-2000 fiscal year, an average annual increase of 3.60
percent. Sate-apportedddt increased from $17.17 hillion at the end of the 1990-91 fiscal year to $36.80
killion & theendof the1999-2000 fiscal year, an average annual increase of 8.84 percent. Duringthe firg
five yearsof thisten year period, Sate-related debt outstanding grew by an annual average of 6.7 percent
and over theremaningfive years of the period the annual average growth in Sate-related debt outstanding
hasdowedto 1.2 pacent. Duingthefirgt five years of thisten year period, Sate-supported debt outstanding
gew by anannud averageof 132 percent and over the remaining five years of the period the annual growth
in Sae supported debt outstanding has dowed to 5.5 percent. During the prior ten year period, annual
perond incomeintheSaerose from $416.0 billion to $617.7 billion, an average annual increase of 4.49
peroat. Thug Saegpportedddt grew at afaster rate than personal income while Sate-related obligations
gew a adightly dower rete Expressed in other terms, the total amount of Sate-supported debt outstanding
gewfrom4.13 percant of persond incomeinthe1990-91 fiscal year to 5.96 percent for the 1999-2000 fiscal
year whileSaerdatedddt outganding declined from 6.75 to 6.25 percent of personal income for the same
peiod These trends are expected to continue in the 2000-01 fiscal year, although Sate-supported debt
outstanding is expected to modestly decrease to 5.79 percent of personal income.
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Table28
State-Supported and State-Related Debt Compared with Personal I ncome
NYS State-Supported Debt State-Related Debt

Per sonal As % of As % of

Income Amount Personal Amount Per sonal

Fiscal Year ($hillions)(1) ($millions) Income ($millions) Income

1990-91 415.9 $17,174 4.13% $28,065 6.75%
1991-92 425.5 21,562 5.07 31,110 7.31
1992-93 448.4 23,971 5.35 32,930 7.34
1993-94 460.3 26,696 5.80 35,014 7.61
1994-95 476.3 28,169 5.91 36,359 7.63
1995-96 503.2 31,009 6.16 38,593 7.67
1996-97 531.0 33,130 6.24 37,478 7.06
1997-98 554.1 34,247 6.18 36,999 6.68
1998-99 583.1 35,842 6.15 37,740 6.47
1999-00 617.7 36,797 5.96 38,584 6.25
2000-01 (estimated) 655.4 37,921 5.79 39,626 6.05

Source: Sate Division of the Budget.
1) For calendar year ending in Sate’sfiscal y ear. Based on US Department of Commerce, Bureau of Economic Analy sis (BEA) data through
January, 2000. Personal income for 1999 and 2000 estimated by Sate Division of the Budget.

Thetadebdowprovides historical amounts of Sate-supported and Sate-related debt per capita based
on Sate population satistics.

Table29
State-Supported and State-Related Debt Per Capita

Total State-Supported Debt State-Related Debt
State State State
Population Amount Supported Amount Related
Fiscal Year ($millions)(1) ($millions) Debt/Capita ($millions) Debt/Capita
1990-91 18.0 $17,174 $955 $28,065 $1,560
1991-92 18.0 21,562 1,196 31,110 1,726
1992-93 18.1 23,971 1,326 32,930 1,821
1993-94 18.1 26,696 1,472 35,014 1,930
1994-95 18.2 28,169 1,552 36,359 2,003
1995-96 18.1 31,009 1,709 38,593 2,127
1996-97 18.1 33,130 1,827 37,478 2,067
1997-98 18.1 34,247 1,888 36,999 2,040
1998-99 18.2 35,842 1,969 37,740 2,074
1999-00 18.2 36,797 2,022 38,584 2,120
2000-01 (estimated) 18.2 37,921 2,084 39,626 2,177

Source: Sate Division of the Budget.
(1) For calendar year ending in State’sfiscal year.
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State Organization

State Government

The Satehasacantrdized adminigtrative syssem with most executive powersvested in the Governor.
The Saehasfour offiddselected in satewide elections, the Governor, Lieutenant Governor, Comptroller
and Attorney General. These officials serve four-year termsthat next expire on December 31, 2002.

Party First

Name Office Affiliation Elected
George E. Pataki Governor Republican 1994
Mary Donohue Lieutenant Governor Republican 1998
H. Carl McCall Comptroller Democrat 1993
Eliot Sitzer Attorney General Democrat 1998

*Pursuant to a vote of the State Legidature, Comptroller McCall took office in 1993; he was elected in the Statewide election of November
1994.

The Govanor iselected on asingle ticket with the Lieutenant Governor, while the Comptroller and
Attorney General are elected on separatetickets. The Governor and the Comptroller have principal
responshility for the Sate's financial operations. The Governor appoints the heads of most Sate
depatments including the Director of the Budget (the current Acting Director is Carole E. Sone). The
Divison of theButgt isregponsible for preparing the Governor's Executive Budget, negotiating that budget
withthe Sate Legidature, and implementing the budget once it is adopted, which includes updating the
State's fiscal projections quarterly. The Comptroller, the Sate's chief auditor and fiscal officer, is
responste for auditing the disbursements, receipts and accounts of the Sate, aswell asfor auditing Sate
depatments agendes pudic aut horities and municipalities. The Comptroller isaso charged with managing
much of the Sate' sdebt and mos of itsinvestments (see “ Fiscal Controls’ and“ Investment of Sate
Moneys’ below). The Attorney General, the Sate's chief legal officer, isthe legal advisor to Sate
depatments representsthe Sate and certain public authoritiesin legal proceedings and opines upon the
validity of all Sate general obligations.

The SaeLgjdaureiscomposd of a 61-member Senate and a 150-member Assembly, all elected from
geoggphicd ddridsfor two-year terms, expiring December 31, 2000. Both the Senate and the Assembly
operate on acommittees/gem. TheLegidature meets annually, generally for about six months, and remains
formdly insession the entire year. In recent yearsthere have been special sessons, aswell. T he current
mgority leedarsof theLegidature are Joseph Bruno (Republican), Temporary President of the Senate, and
Sddon Siver (Demoarat), Joeaker of the Assembly. The minority leaders are Martin Connor (Democrat)
in the Snate and John Faso (Republican) in the Assembly.

State Financial Procedures

The State Budget Process

The requirementsof the Sate budget processare set forth in Article VII of the Sate Congtitution and
the SaeFnanceLan. T he process beginswith the Governor’ s submisson of the Executive Budget to the
Legdaue eech Inuary, in preparation for the start of the fiscal year on April 1. (T he submisson dateis
February 1 in years following a gubernatorial election.) T he budget must contain a complete plan of
etimeted avaladerecaptsand projected disbursements for the ensuing fiscal year (* Sate Financial Plan™).

56



Annual Information Statement May 31, 2000

The proposed SateFnancial Plan must be balanced on a cash basis and must be accompanied by hillsthat:
(i) st forth dl propossdappropriations and reappropriations, (ii) provide for any new or modified revenue
meeares and(iil) mekeany other changesto existing law necessary to implement the budget recommended
by the Governor.

In acting on the hills submitted by the Governor, the Legidature has the power to alter both
recommended gopropriationsandproposed changesto existing law. T he Legidature may strike out or reduce
an item of gppropriation recommended by the Governor. The Legidature may add items of appropriation,
proviced ach addtions are stated separately. These additional items are then subject to line-item veto by
the Governar. If theGovernor vetoes an appropriation or a bill (or portion thereof) related to the budget,
thexe itemscan ke reconsidered in accordance with the rules of each house of the Legidature. If approved
by two-thirdsof the members of each house, such itemswill become law notwithstanding the Governor’s
veto.

Once thegppropriction blls and other bills become law, DOB revisesthe Sate Financial Plan to reflect
the Legdaure s actions, and beginsthe process of implementing the budget. T hroughout the fiscal year,
DOB monitorsactud receipts and disbursements, and may adjust the estimatesin the Sate Financial Plan.
Adwments may do lkemeackto the Sate Financial Plan to reflect changesin the economy, aswell as new
attions taken by the Governor or the Legidature. Asrequired by the Sate Finance Law, the Governor
Wpcktesthe Sate Financial Plan within 30 days of the close of each quarter of the fiscal year, generally
issing reports by July 30, October 30, and in January as part of the Executive Budget. The Governor is
required to admit theseypdatesto the Legidature and explain any changesfrom the previous Sate Financial
Plan.

Shject togoprovd by theGovernor, the Legidature may enact additional appropriation hills or revenue
meeaures (indudngtax reductions) during any regular session or, if called into session for that purpose, any
geada sesson. In the event additional appropriation hills or revenue measures are disapproved by the
Govenor, theLegdaurehas authority to override the Governor’ sveto upon the vote of two-thirds of the
membearsof each house of the Legidature. T he Governor may present deficiency appropriationsto the
Legidature near the end of the fiscal year to supplement inadequate appropriationsor to provide new
appropriationsfor purposes not covered by the regular and supplemental appropriations.

Fiscal Controls

The SaeCongitution requires the Comptroller to audit the accrual and collection of Sate receipts. In
addtion, theComptrollerisrequired to audit all official Sate accounts and all claims againg the Sate before
payment. No such payment may be made unlessthe Comptroller has approvedit.

Didgurementsfrom Saefunds are limited to the lowest of (i) appropriations, (ii) available cash or (iii)
the amountsdlocatedby theDiretor of the Budget. Disbursementsfrom federal funds must be appropriated
in accordencewith gopropridelegal authority, are limited to the amounts anticipated from federal programs
and may not kemackin theamsenceof appropriate certifications from the Director of the Budget. Contracts
for ddursamentsin excess of $10,000 require the Comptroller’s approval and depend in most cases upon
theexigence of an appropriation and the issuance of a certificate of availahility by the Director of the
Bute. TheBudget Director must review al applicationsfor Sate participation in continuing grant- or
contrad-gpported programs with specified exceptions. Certain legidative leaders have the opportunity to
make recommendations on the applications.
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No gppropriction may keincreased or decreased by transfer or otherwise, except by (i) the interchange
within afund amongitemsof aparticular program or purpose, of moneys appropriated for such program or
pupoeinarchfund, with limited exceptions, or (ii) the enactment of certain emergency appropriations.
Moneysor other finendd resources from one fund may also be loaned to another fund, but only if such loan
isrepaidin full prior to the end of the month in which the loan was made, except as provided by law.

In eddtion, the Governor hastraditionally exercised substantial authority in administeringthe Sate
Fnanad Planby limiting disbursements after the Legidature has enacted appropriation bills and revenue
measures. The Governor may, primarily through DOB, limit spending by Sate departments, or delay
condrudtion projectsto control disbursements. An important limitation of the Governor’ s ahility to restrict
ddurementsisthe local assistance payments, which make up approximately 70 percent of General Fund
ddurements (induding operating transfersto other funds), are generally mandated by satute. The Sate
Cout of Appedshashddtha, evenin an effort to maintain a balanced Financial Plan, neither the Governor
nor the Director of the Budget hasthe authority to refuse to make a disbursement mandated by law.

In May 2000, theSateenadted several satutory provisonsdesignedto restrict the amount of new debt
that canbeissedinthefuure. These debt reform provisions are discussed in the section entitled " Debt and
Other Financing Activities' in thisAIS

Investment of State Moneys

The Comptrollerisregponsdefor theinvestment of substantially al Sate moneys. By law, such moneys
meay keinvededonly inodigationsissued or guaranteed by the federal government or the Sate, obligations
of catanfedrd agendesthat are not guaranteed by the federal government, certain general obligations of
other dates, direct obligations of the Sate’ s municipalities and obligations of certain public authorities,
aatan short-term corporateobligations, certain bankers acceptances, and certificates of depost secured by
leHly qualified governmental securities. All securitiesin which the Sate invests moneys held by funds
adminigered within the Sate Treasury must mature within twelve years of the date they are purchased.
Money impoundedby theComptroller for payment of TRANs may only be invested, subject to the provisions
of theSaeFnanceLaw; in (i) obligations of the federal government, (ii) certificates of deposit secured by
arh olicetions or (iii) obligations of or obligations guaranteed by agencies of the federal government as
to which the payment of principal and interest is guaranteed by the federal government.

Accounting, Financial Reporting and Budgeting

Higoricdly, the Satehasaccounted for, reported and budgeted its operations on a cash basis. Under this
form of accounting, receiptsare recorded only at the time money or checks are depositedin the Sate
Treasury, and dishursements are recorded only at the time a check is drawn. Asareault, actionsand
draumdances indudng discretionary decisons by certain governmental officials, can affect the timing of
payments anddepostsandtherdforecan significantly affect the cash amountsreported in afiscal year. Under
cash-bads accounting, all esimates and projections of Sate receipts and dishursements relatingto a
paticder fixd year areof amounts to be deposited in or disbursed from the Sate Treasury during that fiscal
year, regardess of the fiscal period to which particular receipts or disbursements may otherwise be
attributable.

The Saedw hasan accountingand financial reporting system based on GAAP and currently formulates
aGAAPfinancial plan. GAAP for governmental entities requires use of (i) the modified accrual bass of
aooounting for governmental and certain fiduciary fund typesto measure changesin financial position, and
(i) theful aoortd basis of accounting for public benefit corporations, college and university funds (except
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for dgpredation on fixed assets) and certain fiduciary fund typesto measure net income. Under modified
accrual procedures, revenues are recorded when they become both measurable and available to finance
expendtures expendturesare generally recognized and recorded when the Sate incursaliability to pay for
goods or |vices, or makes a commitment to make Sate aid payments, regardiess of when actually paid.
Fnendd daementspreparedin accordence with GAAP differ in format from the Sate’ straditional financial
gatementsinthat, among other things, they are prepared on a modified or full accrual bass, whichever is
gpropricte rather than onacash basis and include a combined balance sheet, reflect areorganization of the
Sate' sfund structure and report on the activities of all funds.

State Government Employment

The Saehasgoproximately 192,300 full-time equivalent employees funded from all funds, including
part-time and temporary employees but excluding seasonal, legidative and judicial employees.

The curent szeof theSaeworkforce reflects continuing effortsto streamline operations and improve
effidency. Theworkforce isnow 17 percent smaller than it wasten years ago, when it peaked at 230,600
podtions and the Sate began itsworkforce reduction efforts. In January, 1995, the Sate implemented
concerted initiatives designed to reduce the size of the workforce and now has 18,900 fewer full-time
employeesthan it had at that time.

Negotigting unitsfor Sate employees are defined by the Sate Public Employment Relations Board.
Collettive bergeining negotiations are conducted by the Governor’ s Office of Employee Relations except
for employessof the Judiciary, public authorities and the Legidature. Such negotiationsinclude terms and
condtions of employment, exogpt grade classification policies and certain pension benefits. Approximately
93 peroat of theSaeworkforceisunionized. T he remainder of the workforce (about 12,000) isdesignated
asmanagaid or confidential and is excluded from collective bargaining. In practice, however, the reaults
of collective bargaining negotiations are generally appliedto al Sate employeeswithin the executive
agencies. The Sate has completed or is currently negotiating with various unions to establish new
ageamattsasmogt of the exigting contracts expired on March 31, 1999. Please see the section entitled
"Current Fiscal Year" in thisAlSfor the current status of negotiations.

Under theSaesTaylor Law, the general statute governing public employee-employer relationsin the

Sae employessareprohilitedfrom striking. A strike againgt the Sate last occurred in 1979 by employees
of the Department of Correctional Services.

State Retirement Systems

General

The New York Sate and Local Retirement Systems (the "Systems') provide coverage for public
employees of the State and its localities (except employees of New York City and teachers, who are
covered by separate plans). The Systems comprise the New York State and Local Employees Retirement
System and the New York State and Local Police and Fire Retirement System. The Comptroller is the
administrative head of the Systems. State employees made up about 37 percent of the membership during
the 1998-99 fiscal year. There were 2,842 other public employers participating in the Systems, including
all cities (except New York City), all counties, most towns, villages and school districts (with respect to
nonteaching employees) and a large number of local authorities of the State.
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As of March 31, 1999, 593,188 persons were in membership and 289,046 pensioners and beneficiaries
were receiving benefits. The State Constitution considers membership in any State pension or retirement
system to be a contractual relationship, the benefits of which shall not be diminished or impaired. Members
cannot be required to begin making contributions or make increased contributions beyond what was
required when membership began.

Contributions

Rundng isproviddinlargepart by employer and employee contributions. Employers contribute on the
beds of theplan or plansthey provide for members. Members joining since mid-1976, other than police and
fire membars havebemnrequired to contribute 3 percent of their salaries. Recently, the Governor's Office
andtheSaéslargest employee union agreed to seek new legidation which would eliminate such member
oontribtions after enployesshave completed 10 years of retirement system service. T he legidation would
a9 provicetha oatan employees who joined prior to mid-1976 will receive one month of service credit
for eech year of svice uptoamaximum of 24 months. Such legidation has not been enacted as of the date
of thisAIS

By law, theSaemekesits annual payment to the Systemson or before March 1 for the then current
fisd yer endngonMarch 31 based on an estimate of the required contribution prepared by the Systems.
The Director of theButkgt is authorized to revise and amend the esimate of the Syssems’ hill for purposes
of prepaingthe Sate's budget for afiscal year. Legidation also providesthat any underpaymentsby the
Sae (asfindly determined by the Systems) must be paid, with interest at the actuarially assumed interest
eaningsrae inthessoondfiscal year following the year of the underpayment. Smilarly, any overpayment
for afixd yeer mvesesacredit againg the Sysems estimated hill for the second fiscal year following the
fiscal year in which the overpayment is made.

Duing the1998-99 fixd year, theSatepaid the Systems 1998-99 estimated hill of $122.3 million. The
difference between the amounts paid on the esimated hill and the final bill with interest resultsin an
wncerpayment of thefind ill intheamount of $2.0 million and will be billed on March 1, 2001 ($1.9 million
if paid on September 1, 2000).

Assets and Liabilities

Asatsaehddexdwsvdy forthe benefit of members, pensioners and beneficiaries. Investmentsfor the
Sigemsae made by the Comptroller astrustee of the Common Retirement Fund, a pooled investment
vehide Thend esstsavaladefor benefits as of March 31, 1999 were $112.7 hillion (including $2.2 hillion
in recdvales. Thepreent value of anticipated benefitsfor current members, retirees, and beneficiaries as
of March31, 1999 was $92.5 hillion. For current retirees and beneficiaries alone the amount was $29.4
killion. Under the funding method used by the Systems, the net assets, plusfuture actuarially determined
contribtions areexpected to be sufficient to pay for the anticipated benefits of current members, retirees
and beneficiaries. For information on the growth of assetsheld by the Systems, see the tables below.
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Table30
Contributions and Benefits
New York Stateand Local Retirement Systems
(Millions of Dollars)

Fiscal Year Contributions Recor ded Total
Ended All Participating L ocal Benefits

March 31 Employers(1) Employers(1) State(1) Employees Paid(2)
1994 $530 $366 $164 $308 $2,394
1995 315 272 43 334 2,676
1996 777 487 290 342 3,042
1997 904 497 407 348 3,204
1998 463 358 105 369 3,395
1999 292 156 136 400 3,570

Source: State and Local Retirement Sy stems.
(1) Includes employ er premiumsto Group Life Insurance Plan.
(2) Includes pay mentsfrom Group Life Insurance Plan.

Table31
Net Assets Availablefor Benefits of the
New York Stateand Local Retirement Systems(1)
(Millions of Dollars)

Fiscal Year Ended Per cent
March 31 Total Assets(2) Increase
1994 $60,122 3.6%

1995 65,413 8.8

1996 77,453 18.4

1997 83,947 84

1998 106,319 26.7

1999 112,723 6.0

Source: State and Local Retirement Sy stems.
(1) Includesrelatively small amounts held under the Group Life Insurance Plan. I ncludes some employ er contribution receivables. Fiscal y ear

ending March 31, 1999 includes approximately $2.2 hillion of receivables.
(2) Includes certain accrued employ er contributions to be paid with respect to service rendered during fiscal y ears other than the y ear shown.
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Authorities and Localities
Public Authorities

Thefigd gddlity of the Sateisrelatedin part to the fiscal stahility of itspublic authorities. For the
puposssof thisAI'S public authoritiesrefer to public benefit corporations, created pursuant to Sate law,
other than local authorities. Public authorities are not subject to the congitutional restrictionson the
incurrence of debt that apply to the Sate itself and may issue bonds and noteswithin the amounts and
redridionsst forth in legidative authorization. The Sate’ saccessto the public credit markets could be
impared andthemarket price of its outstanding debt may be materially and adversely affected if any of its
pudic authoritieswere to default on their respective obligations, particularly those using the financing
technigesrdfared to as Sate-supported or Sate-related debt under the section entitled “ Debt and Other
Hnancing Activities’ in thisAlIS Asof December 31, 1999, there were 17 public authoritiesthat had
oudandng cebt of $100 million or more, and the aggregate outstanding debt, including refunding bonds,
of theseSaepudicathoritieswes $95 hillion, only a portion of which congitutes Sate-supported or Sate-
related debt. Table 32 summarizesthe outstanding debt of these Sate public authorities.

Table32
Outstanding Debt of Certain Authorities
As of December 31,1999
(Millions of Dollars)

Authority Amount(1)
Dormitory Authority (2) $28,633
Port Authority of NY & NJ 8,634
Long Island Power Authority 7,185
Metropolitan Transportation Authority 8,937
Thruway Authority 6,581
Triborough Bridge and Tunnel Authority 5,490
Local Government Assistance Corporation 5,003
Energy Research and Development Authority 3,936
UDC\ESDC 5,079
State of New York Mortgage Agency 4,103
Housing Finance Agency 4,286
Environmental Facilities Corporation 3,948
Power Authority 2,207
Battery Park City Authority 681
Job Development Authority 187
United Nations Development Corporation 144
Project Finance Agency 115
TOTAL OUTSTANDING $95,149

Source: Office of the State Comptroller.

(1) Includes short-term and long-term debt.

(2) Includes debt previoudly issued by New Y ork Sate Medical Care Facilities Finance Agency, which was consolidated with the Dormitory
Authority on September 1, 1995.

The Saehasnumerous public authoritieswith various responsihilities, including those which finance,
congruct andor operaterevenue-producing public facilities. Public authorities generally pay their operating
expenss anddHt srvicecodsfromrevenues generated by the projectsthey finance or operate, such astolls
charged for the use of highways, bridges or tunnels, charges for public power, electric and gas utility

62



Annual Information Statement May 31, 2000

Fvices rentdschargedfor housing units, and charges for occupancy at medical care facilities. In addition,
Satelegdation authorizes several financing techniquesfor public authoritiesthat are described under the
section entitled “ Debt and Other Financing Activities’ above. Also, there are statutory arrangements
providing for Sate local assstance payments otherwise payable to localitiesto be made under certain
draumgancestopublic authorities. Although the Sate hasno obligation to provide additional assstance
to locditieswhoselocd assi stance payments have been paid to public authorities under these arrangements,
the dfectedlocdities may seek additional Sate assistance if local assstance paymentsare diverted. Some
athoritiesdso recdvemoneys from Sate appropriationsto pay for the operating costs of certain of their
progans Asdescribed below, the MT A receivesthe bulk of thismoney in order to provide transit and
commuter services.

Bagnningin 1998, the Long I dand Power Authority (L1PA) assumed responsibility for the provision
of dedtricutility services previoudy provided by Long Idand Lighting Company for Nassau, Suffolk and
aportion of Quencounties, as part of an esimated $7 hillion financing plan. Asof the date of thisAIS
LIPA hesimedover $7Lillion in bonds secured solely by ratepayer charges. LIPA'sdebt isnot considered
either Sate-supported or Sate-related debt.

Metropolitan Transportation Authority

The MTA ovasses the operation of subway and buslinesin New York City by its affiliates, the New
York Gity Transgt Authority andtheManhattan and Bronx Surface Transt Operating Authority (collectively,
theTA). The MTA operates certain commuter rail and bus servicesin the New Y ork metropolitan area
throuch theMT A’ sakddaries, the Long Idand Rail Road Company, the Metro-North Commuter Railroad
Company, and the Metropolitan Suburban Bus Authority. In addition, the Saten Idand Rapid T ranst
Opading Authority, anMTA abddary, operates arapid trandgt line on Saten Idand. T hrough its affiliated
agncy, theT riborough Bridge and Tunnel Authority (TBTA), the MTA operates certain intrastate toll
hridesand tunnels. Because fare revenues are not sufficient to finance the masstranst portion of these
opeardions theMTA has depended on, and will continue to depend on, operating support from the Sate,
locd governmentsand T BT A, including loans, grants and subsidies. If current revenue projections are not
redized andlor operatingexpensssexceed current projections, the TA or commuter railroads may be required
to seek additional Sate assstance, raise faresor take other actions.

Snee 1980, theSaehasenacted several taxes—including a surcharge on the profits of banks, insurance
corporations andgenard buenesscorporations doing business in the 12-county Metropolitan T ransportation
Regon savedby theMTA andagpecial one-quarter of one percent regional sales and use tax—that provide
revenues for masstrangt puposes, including assistanceto the MTA. Snce 1987, Sate law also has required
that theproceeds of a one-quarter of 1 percent mortgage recording tax paid on certain mortgagesin the
Méeropoalitan Trangoortaion Region be depositedin a special MT A fund for operating or capital expenses.
In 1993, theSaedxdcaedaportion of certain additional petroleum businesstax receiptsto fund operating
or cpital assganceto the MTA. The 2000-01 Enacted Budget provides Sate assstanceto the MTA
totding goproximately $1.35 hillion and initiates afive-year Sate transportation plan that includes nearly
$2.2 hillion in dedicated revenue support for the MTA's 2000-2004 Capital Program. T his capital
commitment indudksan additional $800 million of nemy dedicated Sate petroleum businesstax revenues,
motor vehicle fees, and motor fuel taxes not previoudy dedicatedto the MTA.

Sae lggdation aooompanying the 2000-01 Enacted Sate budget increased the aggregate bond cap for
the MTA, TBTAandTA to$165hbllioninorder to finance a portion of the $17.1 hillion MT A capital plan
for the2000 through 2004 calendar years (the "2000-04 Capital Program"). On May 4, 2000, the Capital

63



Annual Information Statement May 31, 2000

Progam Review Board approved the MT A's $17.1 billion capital program for transit purposesfor 2000
through 2004. T he 2000-04 Capital Program isthe fifth capital plan sncethe Legidature authorized
prooiresfor theadbption, approval and amendment of MT A capital programs and is designed to upgrade
the performance of the MT A’ stransportation systems by investing in new rolling sscock, maintaining
replacament shedlesfor existing assets, bringingthe MT A system into a ate of good repair, and making
mgor invetmentsin system expansion projects such asthe Second Avenue Subway project andthe East
Sde Access project.

The curently gpproved2000-04 Capital Program assumesthe issuance of an estimated $8.9 hillion in
new money londs Theremainder of the plan isprojected to be financed with assistance from the Federal
Govenmentt, theSate theGty of New Y ork, and from various other revenues generated from actions taken
by theMTA. Ineddtion, $1.6 billion in Sate support isprojected to be financed using proceeds from Sate
genad ofigetion bonds under the proposed $3.8 billion Transportation Infrastructure Bond Act of 2000,
if approved by the votersin the November 2000 general election. Further, the enacted Sate budget
athorizad theMT A toundatake a major debt restructuring initiative which will enable the MTA to refund
gpproximatdy $13.7 billion in bonds, consolidate its credit sources, and obviate the need for debt service
reaves Theathorization for debt restructuring includes outstanding bonds secured by service contracts
with the Sate.

Theaecanbenoagrance that all the necessary governmental actionsfor future capital programs will
ke taken, that fundngsourcesaurrently identified will not be decreased or eliminated, that the T ransportation
Infregructure BondAdt will be approved by votersor that the 2000-04 Capital Program (or partsthereof)
will not bedelayed or reduced. Should the Transportation Infrastructure Bond Act be defeated, the Sate
could come under pressure to provide additional fundingto the MTA. Should funding levelsfall below
aurent projections theMT A woudhave to revise its 2000-04 Capital Program accordingly. If the 2000-04
Cepitd Program is delayed or reduced, ridership and fare revenues may decline, which could impair the
MT A’sability to meet its operating expenseswithout additional Sate assstance.

The City of New York

Thefigd hedth of theSatemay d be affected by the fiscal health of New York City, which continues
to recaivedgnificant finendd assistance from the Sate. Sate aid contributesto the City's ahility to balance
itshuobet and meet its cash requirements. The Sate may also be affected by the ahility of the City and
ogtan etitiesissuing debt for the benefit of the City to market their securities successfully in the public
credit markets.

The Gty hesachieved balanced operating resultsfor each of itsfiscal years snce 1981 as measured by
the GAAP dandxasinforceat that time. T he City prepares afour-year financial plan annually and updates
it periodcaly, andpreparesacomprehensive annual financial report each October describing its most recent
fizd year. For current information on the City’ s Financial Plan and its most recent financial disclosure,
oontect theCOfficeof the Comptroller, Municipal Building, Room 517, One Centre Sreet, New York, NY
10007, Attention: Deputy Comptroller for Public Finance.

To apceduly implement its Financial Plan, the City and certain entitiesissuing debt for the benefit
of theGity mut market their securities successfully. T his debt isissued to finance the rehahilitation of the
Gty'sinfrastructure and other capital needs and to refinance existing debt, aswell asto finance seasonal
nestk |In Gty fiscd years1997-98, 1998-99 and 1999-2000, the Sate Congitutional debt limit would have
prevented the Gty from enteringinto new capital contracts. To prevent disruptionsin the capital program,
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two attionsweretekentoincrease the City's capital financing capacity: (i) the Sate Legidature created the
New York Gty Transtional Finance Authority (TFA) in 1997, and (ii) in 1999, the City created T SASC,
Inc., anot-for-profit corporation empowarad to issue tax-exempt debt backed by tobacco settlement revenues.
Deyite these actions, the City, in order to continue its capital program, will need additional financing
cgpadity bagnningin City fiscal year 2000-01, which could be provided through increasing the borrowing
authority of the TFA or amending the Sate congitutional debt limit for City fiscal year 2001-02 and
thereafter.

Fiscal Oversight

In reponseto the Gty sfiscd aigsin 1975, the Sate took action to assst the City in returning to fiscal
gahlity. Amongthos actions, the Sate established the Municipal Assstance Corporation for the City of
New York (NYCMAQ) toprovide financing assstance to the City; the New York Sate Financial Control
Board (the Control Board) to oversee the City’sfinancial affairs, and the Office of the Sate Deputy
Comptroller for the City of New York (OSDC) to assis the Control Board in exercisngits powers and
responshilities A* control period’ existed from 1975 to 1986, during which the City was subject to certain
gauorily-presrilbed fiscd controls. T he Control Board terminated the control period in 1986 when certain
gatuory condtionswaremet. Sate law requires the Control Board to reimpose a control period upon the
occurence or “ahstantial likelihood and imminence” of the occurrence, of certain events, including (but
not limitedto) aCity operating budget deficit of more than $100 million or impaired accessto the public
credit markets.

Qurently, theGity anditsCovered Organizations (i.e., those organizations which receive or may receive
moneysfromthe Gty drectly, indrectly or contingently) operate under the City's Financial Plan. The City’s
FAnendd Planammarizesits capital, revenue and expense projections and outlines proposed gap-closing
progamsforyearswith projected budget gaps. The City’ sprojections set forth in its Financial Plan are
bessd on various assumptions and contingencies, some of which are uncertain and may not materialize.
Unforessen devdopmentsand changesin major assumptions could significantly affect the City’ s ability to
balance its budget asrequired by Sate law and to meet itsannual cash flow and financing requirements.

Monitoring Agencies

The ddfsof the Control Board, ODC and the City Comptroller issue periodic reportson the City's
Fnendd Plans Thereports analyze the City’ sforecasts of revenues and expenditures, cash flow, and debt
|vice requirements, aswell as evaluate compliance by the City and its Covered Organizationswith its
Fnandd Plan. Accordngto recent g&ff reports, economic growth in the City has been very strongin recent
years, lead by a surge in Wall Sreet profitability which resulted in increased tax revenues and helped
prod.ce addgantid arpluses for the City in City fiscal years 1996-97, 1997-98 and 1998-99. T hese staff
reportsadsoindca e that the City projects a substantial surplusfor City fiscal year 1999-2000. Although
svad sorsof theGty's economy have expanded over the last several years, especially tourism, media,
husness andprofessond savices City tax revenues remain heavily dependent on the continued profitability
of theseauritiesind driesandthe performance of the national economy. In addition, the cost of recent tax
redtions hasincreased to over $2.3 hillion in City fiscal year 1999-2000 through the expiration of a
persond incometax archarge, the repeal of the non-resdent earningstax and the elimination of the sales
tax ondothingitemscoginglessthan $110. The Mayor has proposed additional tax reductionsthat would
raise the total worth of recent tax cutsto $3.5 hillion by City fiscal year 2003-04.

These reportsindicate that recent City budgets have been balanced in part through the use of non-
recurring reourossandtha the Gty'sFinancial Plan reliesin part on actions outside itsdirect control. These
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reports havedoindcated that the City has not yet brought itslong-term expenditure growth in line with
recurring revenue growth and that the City islikely to continue to face substantial gaps between forecast
revenuesand expendituresin future yearsthat must be closed with reduced expenditures and/or increased
revenues. In addition to these monitoring agencies, the Independent Budget Office (IBO) has been
egddidhed puaant to the City Charter to provide analysisto elected officials and the public on relevant
fizd andbuobgary issesdfecting the City. Copies of the most recent staff reports by the Control Board,
OPC, Gty Comptroller, and IBO are available by contacting the Control Board at 270 Broadway, 21st
Hoor, NewYork, NY 10007, Attention: Executive Director; OSDC at 270 Broadway, 23rd Floor, New Y ork,
NY 10007, Attention: Deputy Comptroller; the City Comptroller at Municipal Building, Room 517, One
Cantre Sret, NewYork, NY 10007, Attention: Deputy Comptroller for Public Finance; andthe IBO at 110
William Sreet, 14th Floor, New York, NY 10038, Attention: Director.

Other Localities

Catan locdities outside New Y ork City have experienced financial problems and have requested and
recdved additional Sate assstance duringthe lagt several Sate fiscal years. The potential impact on the
Sae of any fuurereqetshy localities for additional oversight or financial assstance isnot includedin the
projections of the Sate’ sreceipts and disbursementsfor the Sate’ s 2000-01 fiscal year.

The Saeisconddaingvarious measuresto help resolve persstent fiscal difficultiesin Nassau County.
T he Governor hasproposadactions which would, if legidation isenacted, establish a Nassau County Interim
Fnance Authority. The Authority would be empowered to issue bonds, backed solely by diverted Nassau
County sdlestax revenues to achieveshort-term budget relief and ensure credit market accessfor the County.
Sch Authority would also impose financial plan requirements on Nassau County. The Governor hasaso
proposed that trandtional Sate assstance be appropriated in Sate fiscal year 2000-01, andin four
bt Sateficd years. Allocation of such assstance would be subject to the Authority's approval of
Nassau County's financial plan. Thereisno assurance that such proposalswill be enacted, or that future
attionswill not be required by the Sate to assist Nassau County, resulting in increased Sate expenditures
for extraordinary local assstance.

The Saehasproviddextreordinary financial assstance to select municipalities, primarily cities, snce
the 1996-97 fizd year. Funding has essentially been continued or increased in each subsequent fiscal year,
andin 2000-01 totds$2004 million. T he 2000-01 enacted budget also increased General Purpose Sate Aid
for local governmentsby $11 million to $562 million.

Whilethedigtribution of General Purpose Sate Aidfor local governmentswas originally based on a
dauory formua, inrecant yearstoth the total amount appropriated and the shares appropriated to specific
locdities havelsen dtermined by the Legidature. A Sate commisson established to study the distribution
and amountsof general purpose local government aid failed to agree on any recommendations for a new
formula.

Counties dties towns villages, school digrictsand fire districts have engaged in substantial short-term
and longterm borrowings 10 1998, the total indebtedness of all localitiesin the Sate, other than New Y ork
Gy, wesgpproximetdy $20.3 hillion. A small portion (approximately $80 million) of that indebtedness
represnted borrowing to finance budgetary deficits and was issued pursuant to enabling Sate legidation.
For futherinformation on the debt of New York localities, see tables 33 and 34 below. Sate law requires
the Comptraller toreview and make recommendations concerning the budgets of those local government
wits (other thanNewYork City) authorized by Sate law to issue debt to finance deficits during the period
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that achddfidt financing isoutstanding. Twenty-three localities had outstanding indebtedness for deficit
financing at the close of their fiscal year endingin 1998.

LiketheSae locd governments must respond to changing political, economic and financial influences
over which they havelittleor no control. Suich changes may adversely affect the financial condition of certain
locd governments For example, the federal government may reduce (or in some cases eliminate) federal
fundng of somelocal programswhich, in turn, may require local governmentsto fund these expenditures
from thar ownrepuoss It isalso possble that the Sate, New York City, Nassau County, or any of their
repedtive pldicathorities may suffer seriousfinancial difficultiesthat could jeopardize local accessto the
pudic credt markets, which may adversely affect the marketability of notes and bondsissued by localities
within theSae Locdities may also face unanticipated problemsresulting from certain pending litigation,
juddd deddonsand long-range economic trends. Other large-scale potential problems, such as declining
uben popuations, increasing expenditures, and the loss of skilled manufacturing jobs, may also adversely
affect localities and necesstate Sate assisance.

Table33
Debt of New York City
as of June 30 of each year
(Millions of Dollars)

General General
Obligation  Obligation Obligations Obligations Other(2) Treasury
Year Bonds Notes of MAC of TFA Obligations Obligations Total
1970 (2) $4,206.3 $1,293.4 $5,499.7
1980 6,178.5 $6,116.2 $1,111.9 ($294.6) 13,112.0
1990 13,499.0 7,121.6 542.8 (1,670.9) 19,492.5
1995 24,504.5 - 4,882.0 - 720.3 (1,243.1) 28,863.7
1996 26,179.2 4,724.2 730.0 (1,121.7) 30,511.7
1997 27,148.2 4,423.6 783.2 (391.0) 31,964.0
1998 26,879.0 ---- 4,066.5 $2,150.0 787.9 (365.5) 33,517.9
1999 27,441.1 3,832.4 4,150.0 746.2 (298.8) 35,870.9

Source: Office of the State Comptroller.

(1) Includes bondsissued by the Dormitory Authority of the Sate of New Y orkfor the City University Construction Fund, and for the New Y ork
City Educational Construction Fund and bondsissued by the Samurai Funding Corporation which will be repaid from revenues of the City or
revenues that would otherwise be available to the City if not needed for debt service.

(2) Fguresfor 1970 do not include obligations funded by the City that where issued by component units or other third parties on the City's
behalf or the effect of Treasury Obligationsthat may have been held by the City .
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Table34
Debt of New York Localities(1)
(Millions of Dollars)

L ocality Combined
Fiscal Year New York City Debt (2) Other L ocalities Debt(3) Total Locality Debt(3)

Ending Bonds Notes Bonds(4) Notes(4) Bonds(3)(4) Notes(4)
1970 $4,206.3 $1,293.4 $4,223.2 $2,079.7 $8,429.5 $3,373.1
1980 13,112.0 6,835.4 1,792.9 19,947.4 1,792.9
1990 19,492.5 10,252.8 3,082.1 29,745.3 3,082.1
1995 28,863.7 15,828.6 3,218.7 44,692.3 3,218.7
1996 30,511.7 16,413.8 3,5690.4 46,925.5 3,590.4
1997 31,964.0 17,526.1 3,208.1 49,490.1 3,208.1
1998 33,517.9 17,129.2 (5) 3,201.2 50,647.1 3,201.2
1999 35,870.9 N/A N/A N/A N/A

N/A: Not Available

Source: Office of the State Comptroller.

(1) Because the Sate calculateslocality debt differently for certain localities (including New Y ork City ), the figures above may vary from those
reported by such localities. In addition, thistable excludes indebtedness of certain local authorities and obligations issued in relation to State
lease-purchase arrangements.

(2) Debt of New Y ork City includesits general obligation bonds and notes aswell as bonds and notes of the Municipal Assistance Corporation
for the City of New Y ork, the New Y ork City Transtional Finance Authority, and certain other obligations as explained in Table 33.

(3) Outstanding bonded debt shown includes bondsissued by the localities and certain debt guaranteed by the localities and excludes assets held
in sinking funds and certain amounts available at the start of a fiscal y ear for redemption of debt.

(4) Does nat include the indebtedness of certain localities which did not file annual financial reports with the Comptroller.

(5) 1998 amountsdo not include debt which has been defeased through the issuance of refunding bonds.
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Litigation

General

The lecd proceed ngs listed below involve Sate finances and programs and miscellaneous civil rights,
red property, contract and other tort claimsin which the Sate is a defendant and the potential monetary
claims againg the Sate are substantial, generally in excess of $100 million. These proceedings could
averddy dfect thefinancial condition of the Sate in the 2000-01 fiscal year or thereafter. The Sate will
desribe newly initiated proceedings which the Sate believesto be material, aswell asany material and
adverse developmentsin the listed proceedings, in updates or supplementsto thisAIS

Asof theceteof thisAlS exomt as described below, no current litigation involvesthe Sate’ sauthority,
asamater of law, to contract indebtedness, issue its obligations, or pay such indebtedness when due, or
dfetstheSate spower or dility, asa matter of law, to impose or collect significant amounts of taxes and
revenues.

The Saeispaty to other claims and litigation which itslegal counsel has advised are not probable of
advae cout ddsons or are not deemed adverse and material. Although the amounts of potential losses
readting from thislitiggtion, if any, are not presently determinable, it isthe Sate’ sopinion that itsultimate
ligdlity inthesecasesisnot expected to have a material and adverse effect on the Sate’ sfinancial postion
in the 2000-01 fiscal year or thereafter.

TheGengral Purpose Financial Satementsfor the 1999-2000 fiscal year report estimated probable
anerdsd andantidpated unfavorable judgments of $895 million, of which $132 million was expected to be
pad duingthe 1999-2000fiscal year (for more information on the Sate's etimated liahility, see footnote
14 intheGeneral Purpose Financial Satementsfor the 1999-2000 fiscal year). These estimateswill be
updated upon release of the 2000-01 General Purpose Financial Satementsin July 2000.

Adverse developments in the proceedings described below, other proceedingsfor which there are
wantidpated, unfavorable and material judgments, or the initiation of new proceedings could affect the
dility of theSateto mantain abdancad2000-01 Financial Plan. The Sate believesthat the proposed 2000-
01 Fnandd Planindudes sufficient reservesto offset the costs associated with the payment of judgments
that may berequredduingthe 2000-01 fiscal year. These reservesinclude (but are not limited to) amounts
gpproprigted for Court of Aamspayments and projected fund balances in the General Fund (for a discussion
of theSae sprojected fund balances for the 2000-01 fiscal year, see the section entitled “ Current Fiscal
Yea”). Inadtition, any anounts ultimately required to be paid by the Sate may be subject to settlement or
may bepaidover a multi-year period. T here can be no assurance, however, that adverse decisonsin legal
proossdngs againgd theSatewou d not exceed the amount of all potential 2000-01 Financial Plan resources
avaladefor the payment of judgments, and could therefore affect the ability of the Sateto maintain a
balanced 2000-01 Financial Plan.

State Finance Policies

Tax Law

In New York Association of Convenience Stores, et al. v. Urbach, et al., petitioners, New York
Asodation of Convenience Sores, National Association of Convenience Sores, M.\W.S Enterprises, Inc.

and Sppraresk Sores Inc. are seeking to compel respondents, the Commissioner of Taxation and Finance
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and the Degpatment of Taxation andHnance, to enforce sales and excise taxes imposed, pursuant to Tax Law
Articles 12-A, 20 and 28, on tobacco products and motor fuel sold to non-Indian consumerson Indian
regvdions. In ordersdated August 13, 1996 and August 24, 1996, the Supreme Court, Albany County,
ordared inter alia, thet therebe equal implementation and enforcement of said taxesfor salesto non-Indian
consmesonandoff Indian reservations, and further ordered that, if respondentsfailed to comply within
120 dbys notobacco products or motor fuel could be introduced onto Indian reservations other than for
Indian consumption or, alternately, the collection and enforcement of such taxes would be suspended
st atewide. Respondents appealed to the Appellate Dividon, Third Department, and invoked CPLR
5519(a)(1), which providsstha thetaking of the appeal stayed all proceedingsto enforce the orders pending
the goped. Petitionersmoation to vacate the stay was denied. In a decison entered May 8, 1997, the T hird
Depatment modfiedtheorders by deleting the portion thereof that provided for the statewide sugpension
of theenforcement and collection of thesdes and excise taxes on motor fuel and tobacco products. The T hird
Depatment hdd inter alia, thet petitionershad not sought such relief in their petition and that it was an error
for theSpremeCout to have awarded such undemanded relief without adequate notice of itsintent to do

0. OnMay 22,1997, reqpondntsagppealed to the Court of Appealson other grounds, and again invoked the
datuory gay. OnOcdtober 23, 1997, the Court of Appeals granted petitioners motion for leave to cross
gpped fromthe portion of the T hird Department’ s decison that deleted the statewide suspension of the
enforcement andcollection of the sales and excise taxes on motor fuel and tobacco. On July 9, 1998, the
New York Cout of Appedsreversed the order of the Appellate Divison, T hird Department, and remanded
the matter to the Supreme Court, Albany County, for further proceedings. T he Court held that the
petitioners had standing to assert an equal protection claim, but that their claim did not implicate racial
drimination. T he Court remanded the case to Supreme Court, Albany County, for resolution of the
gedion of whether tharewas a rational basisfor the Tax Department’ s policy of non-enforcement of the
sesandexdsetaxes on reservation sales of cigarettes and motor fuel to non-Indians. In afootnote, the
Cout gaed that, in view of itsdigpostion of the case, petitioners cross-appeal regarding the satewide
agendon of the taxesis“ academic.” By decison and judgment dated July 9, 1999, the Supreme Court,
Albeny County, ganted judgment dismissing the petition. On September 2, 1999, petitioners appealedto
the AppdlaeDividon, T hirdDepatment, from the July 9, 1999 decison and order. T he appeal is scheduled
to be argued June 8, 2000.

Line Iltem Veto

In anadtion commencadin ne1998 by the Soeaker of the Assembly of the Sate of New York against
the Govarnor of theSate of New York (Silver v. Pataki, Supreme Court, New Y ork County), the Soeaker
chdlengsstheGovernor's application of his congitutional line item veto authority to certain portions of
g Hllsadoptedby the Sate Legidature contained in Chapters 56, 57 and 58 of the Laws of 1998. On
Jly 10,1998, theSaefiled a motion to dismissthisaction. By order entered January 7, 1999, the Court
dmied theSatesmotiontodsmiss On January 27, 1999, the Sate appealed that order. On April 27, 1999,
the Appellate Divison, Firg Department, heldthat the Sate'sautomatic stay of litigation pending the
revlution of thegpped woudbevacated unless the Sate perfected its appeal for the Court's September 1999
gpdlaeterm. The Sate perfecteditsappea on July 12, 1999. On September 9, 1999, the Appellate
Division, Firg Department, heard the appeal.

Real Property Claims

On Mach4,1985inOneida Indian Nation of New York, et al. v. County of Oneida, the United Sates
Spreme Cout affirmed a judgment of the United Sates Court of Appealsfor the Second Circuit holding
that the Oneida Indians have a common-law right of action againg Madison and Oneida countiesfor

wrongu possesson of 872 acres of land illegally soldto the Satein 1795. At the same time, however, the
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Cout reversadtheSecond Circuit by holdingthat athird-party claim by the counties againgt the Sate for
indemnification wesnot properly before the federal courts. T he case was remanded to the District Court for
an asesmmantt of damages, which action isill pending. T he counties may gill seek indemnification in the
Sate courts.

In 1998, theUnitedSates filed a complaint in intervention in Oneida Indian Nation of New York. In
Decamber 1998, oth theUnited Sates and the tribal plaintiffs moved for leave to amend their complaints
to essert claimsfor 250,000 acres, to add the Sate as a defendant, and to certify a class made up of all
indvidlelswho currently purport to hold title within said 250,000 acre area. T hese motions were argued
March 29, 1999 andaredill anating determination. The Digtrict Court has not yet rendered a decison. By
order ceted February 24, 1999, the Digrict Court appointed a federal settlement master. A conference
scheduled by the Digrict Court for May 26, 1999 to addressthe administration of this case has been
adjourned indefinitely.

Sved other attionsinvolving Indian claimsto land in upstate New York are also pending. Included are
Cayuga Indian Nation of New York v. Cuomo, et al., and Canadian St. Regis Band of Mohawk Indians, et
al. v. Sateof NawYork, e al., bothin the United Sates District Court for the Northern District of New Y ork
and Seneca Nation of Indiang et al. v. State, et al.,in the United Sates District Court for the Western Digrict
of NewYork. TheSprame Court’ s holding in Oneida Indian Nation of New York may impair or eliminate
catan of theSae sdfenssstotheseactions, but may enhance others. In the Cayuga Indian Nation of New
York case, by order ctedMarch 29, 1999, the United Sates Digtrict Court for the Northern Digrict of New
York appointed afederal settlement master. In October 1999, the Digtrict Court granted the Federal
Government's motion to have the Sate held jointly and severally liable for any damages owed to the
plantiffs Atthecondusion of the damages phase of the trial of thiscase, ajury verdict of $35 million in
demeges pluis$L.9 million representing the fair rental value of the properties at issue was rendered against
the dfendants On July 5, 2000, a bench hearing is scheduled to determine whether prejudgment interest
isgpproprigteand, if 0, the amount thereof. In the Canadian St. Regis Band of Mohawk Indians case, the
United Sates Digtrict Court for the Northern District of New York hasdirected the partiesto rebrief
oudandng motionsto dismiss brought by the defendants. The Satefileditsbrief on July 1, 1999. The
motionswareargedin Sptembear 1999. No decision has been rendered on these motions. In Seneca Nation
of Indians by order dted November 22, 1999, the Digtrict Court confirmed the July 12, 1999 magidrate's
report, which recommendedganting the Sate's motion to dismissthat portion of the action relating to the
right of way wheretheNewY ork Sate T hruway crossesthe Cattaraugus Reservation in Erie and Chataugua
Countiesanddnyingthe Sate's motion to dismissthe Federal Government's damage claims. The Didrict
Cout hass atrid cte of October 17, 2000 for that portion of the caserelated to the plaintiff's claim of
ownership of theidandsin the Niagara River.
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Civil Rights Claims

Yonkers

In anadtion commencedin 1980 (United States, et al. v. Yonkers Board of Education, et al.), the United
SaesDidrict Court for the Southern Digrict of New York found, in 1985, that Yonkersandits public
ghoolswaeintentiondly segregated. 1n 1986, the District Court ordered Y onkersto develop and comply
with aremedd educational improvement plan (EIP 1). On January 19, 1989, the District Court granted
motions by Yonkers and the NAACP to add the Sate Education Department, the Y onkers Board of
Education, andtheSateUrban Development Corporation as defendants, based on allegationsthat they had
patidpaed inthe perpetuation of the segregated school system. On August 30, 1993, the District Court
found that vestigesof adld school system continued to exist in Yonkers. On March 27, 1995, the Digtrict
Cout made factual findingsregarding the role of the Sate and the other Sate defendants (the Sate) in
connection with the creation and maintenance of the dual school system, but found no legal basisfor
imposing lidility. On Sptember 3, 1996, the United Sates Court of Appealsfor the Second Circuit, based
on theDidrict Cout's factual findings, held the Sate defendantsliable under 42 USC §1983 and the Equal
Ed.cional Opportunity Act, 20 USC 881701, et seg., for the unlawful dual school system, because the
Sate, inter alia, had taken no action to force the school digrict to desegregate despite itsactual or
condruttive knowleceof dejure segregation. By order dated October 8, 1997, the Digtrict Court held that
vegiges of theprior segregated school system continued to exist and that, based on the Sate's conduct in
creating and maintaining that system, the Sateisliable for eliminating segregation and itsvegtigesin
Yonkers and must fund aremedy to accomplish that goal. Yonkers presented a proposed educational
improvemant plan (EIP 11) to eradicate these vestiges of segregation. The October 8, 1997 order of the
Didrict Cout ordredtha EIP 11 beimplemented and directed that, within 10 days of the entry of the order,
the Satemakeavaladeto Yonkes$50,000 to support planning activitiesto prepare the EIP |1 budget for
1998-99 andtheaccompanyingcapital facilities plan. A final judgment to implement EIP |l was entered on
October 14, 1997. On November 7, 1997, the Sate appeaed that judgment to the Second Circuit.
Addtiondly, theCout adbptedarequirement that the Sate pay to Yonkers approximately $9.85 million as
itsproratasharecof thefundng of EIP | for the 1996-97 school year. The requirement for Sate funding of
EIP I wesredoedto anorder on December 2, 1997 and reduced to ajudgment on February 10, 1998. The
Sae gopededtha orde totheSoondCircuit on December 31, 1997 and amended the notice of appeal after
entry of the judgment. By decison dated June 22, 1999, as discussed below, the Second Circuit affirmed
the Didrict Cout'sorder renuiringthe Sate to pay one-half of the cost of EIP | for the 1996-97 school year
and remanded the case to the District Court for further proceedings consstent with its decision.

On dnel5, 1998, theDidrict Cout issued an opinion setting forth the formula for the allocation of the
codsof EIP 1 andEIP 11 beweentheSateand the City for the school years 1997-98 through 2005-06. T hat
opinion wesreduced to an order on July 27, 1998. The order directed the Sate to pay $37.5 million by
Augg 1, 1998 for esimated EIP costsfor the 1997-98 school year. The Sate made this payment, as
drected OnAw" 24,1998, theS ate appealed that order to the Second Circuit. The City of Yonkersand
the YonkersBoardof Ed.cation aross-appealed to the Second Circuit from that order. By sipulation of the
paties goprovedby the Seoond Grauit on November 19, 1998, the appealsfrom the July 27, 1998 order were
withdrann without preudice to reinstatement upon determination of the Sate's appeal of the October 14,
1997 judgment discussed above.

On April 15,1999, theDigrict Court issued two additional orders. Thefirgt order directed the Sateto
pay toYonkersen addtiond $11.3 million by May 1, 1999, asthe Sate'sremaining share of EIP costsfor
the 1997-98 <hoal year. T he second order directed the Sate to pay to Yonkers $69.1 million asitsshare

of theetimated EIP codsfor the 1998-99 school year. The Sate made both paymentson April 30, 1999.
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In adxddon cetedne22, 1999, the Second Circuit found no basisfor the District Court's findings that
vedigssof adH sydemoontinued to exist in Yonkers and reversed the order directing the implementation
of EIPII. TheSoondCirauit also affirmed the District Court's order requiring the Sate to pay one-half of
the cog of EIP | for the 1996-97 school year and remanded the case to the Digtrict Court for further
procssdngs condgent with itsdecison. On July 2, 1999 the NAACP filed a petition for rehearing of the
Jne 22,1999 decision before the Second Circuit, en banc. The Sate hasjoinedin the City of Yonker's
motion to gay futher implementationof EIP || pending the decison on the petition for rehearing. By order
ceted August 5, 1999, the Second Circuit granted the motion staying further implementation of EIP I
pending appeal.

On Uy 27,1999, theCty of Yonkers moved in the Digtrict Court to modify the July 27, 1998 order to
require the Sateto meke paymentsfor EIP expenses each month from July 1999 through April 2000 of $9.22
million par monthindeed of paying $92.2 million by May 1, 2000. By memorandum and order dated July
29, 1999, the Digrict Court denied thismotion.

In adedgon detedNovember 16, 1999, the Second Circuit vacated its June 22, 1999 decison. In this
dsdson, theSoondGircuit again affirmed the Digtrict Court's order requiring the Sate to pay one-half of
the cod of EIP | for the1996-97 <hoal year. T he Second Circuit also found no basisfor the District Court's
findngsthat vestiges of adual system continuedto exist in Yonkers, and therefore vacated the Digtrict
Cout'sEIPIl order. The Second Circuit, however, remanded to the District Court for the limited purpose
of mekingfuther findngsonthe existing record asto whether any other vestiges of the dual system remain
in theYonkerspuldicschools OnMay 22, 2000, the United Sates Supreme Court denied the Sate's petition
for catiorari, skingleaveto gpped the November 16, 1999 decison and the underlying September 3, 1996
decison.

School Aid

In Campaign for Fiscal Equiity, Inc., et al. v. State, et al. (Supreme Court, New Y ork County), plaintiffs
chdlenge the funding for New Y ork City public schools. Plaintiffs seek a declaratory judgment that the
Saes pudicschooal finendng system violates article 11, section 1 of the Sate Congtitution and Title VI of
the federal Civil Rights Act of 1964 andinjunctive relief that would require the Sate to satisfy Sate
Conditutiond dandards Thisadtion was commenced in 1993. T he trial of thisaction commenced October
12, 1999.

State Programs

Medicaid

Sved cases challenge provisons of Chapter 81 of the Laws of 1995 which alter the nursing home
Medicaid reimbursement methodology on and after April 1, 1995. Included are New York State Health
FadlitesAssociation, et al. v. DeBuono, et al., St. Luke’ s Nursing Center, et al. v. DeBuono, et al., New
York Association of Homes and Services for the Aging v. DeBuono et al. (three cases), Healthcare
Asodation of New York State v. DeBuono and Bayberry Nursing Home et al. v. Pataki, et al. Plaintiffs
allege that the changes in methodology have been adopted in violation of procedural and substantive
requirements of Sate and federal law.

In aconliciedaction commenced in 1992, Medicaid recipients and home health care providers and
organizations chdlenge promulgation by the Sate Department of Social Services (DSS in June 1992 of a
home ass=ssment resource review instrument (HARRI), which isto be used by DSSto determine eligibility
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for andthenatureof homecareservices for Medicaid recipients, and challenge the policy of DSSof limiting
remlursstde hours of service until a patient isassessed usng the HARRI (Dowd, et al. v. Bane, Supreme
Cout, NewvYork Couty). In arelated case, Rodriguez v. DeBuono, on April 19, 1999, the United Sates
Digrict Cout for theSuthenDistrict of New Y ork enjoined the Sate's use of task based assessment, which
issmilar totheHARR, unlessthe Sate assesses safety monitoring as a separate task based assessment, on
the goundsthat itsueewithout such additional assessment violated federal Medicaid law and the Americans
with Disdilities Act. The Sate appealed from the April 19, 1999 order and on July 12, 1999 argued the
goped beforethe SoondCirauit. By order dated October 6, 1999, the Second Circuit reversed the April 19,
1999 order endvacated the injunction. On October 20, 1999, petitionersfiled arequest for rehearing en
banc.

Several cases, including Port Jefferson Health Care Facility, et al. v. Wing (Supreme Court, Suffolk
County), chdlenge the congtitutionality of Public Health Law §2807-d, which imposesatax on the gross
recdpts hogitdsandresdmtial health care facilitiesreceive from all patient care services. Plaintiffs allege
that thetax asessmentswere not uniformly applied, in violation of federal regulations. In adecison dated
Jne 30,1997, theCourt held that the 1.2 percent and 3.8 percent assessments on gross receiptsimposed
puaent to PidicHedth Law 88 2807-d(2)(b)(ii) and 2807-d(2)(b)(iii), respectively, are uncongitutional.
An ordr entered Awgust 27, 1997 enforced the terms of the decison. The Sate appealed that order. By
dedigon endorder cted August 31, 1998, the Appellate Division, Second Department, affirmed that order.
On Syptember 30, 1998, the Sate moved for re-argument or, in the alternative, for a certified question for
the Cout of Appedstoreview. By order dated January 7, 1999, the motion was denied. A final order was
entered in SpremeCout on Bnuary 26, 1999. On February 23, 1999, the Sate appealed that order to the
Cout of Appeds Inadxigon entered December 16, 1999, the Court of Appeal reversed the decison below
and yohddtheconditutiondity of theassessments. On May 15, 2000, plaintiffsfiled a petition for certiorari
with the United Sates Supreme Court seekingto appeal the December 16, 1999 decison. The Sate's
response is due June 15, 2000.

In Dental Soddly, e al. v. Pataki, et al. (United Sates Digrict Court, Northern District of New Y ork,
commenoad Feruery 2, 1999), plaintiffs challenge the Sate's reimbursement ratesfor dental care provided
wnda theSaesdental Medicaid program. Plaintiffs claim that the Sate's Medicaid fee schedule violates
Title X1X of theSdd Sourity Act (42 U.SC. §1396a et seq.) and the federal and Sate Congtitutions. On
Jne 25,1999, the Satefiledits answer. The partieshave entered into a settlement agreement dated
May 8, 2000 tha will increase medicaid dental reimbursement rates prospectively over afour-year period,
beginning June 1, 2000.

Shelter Allowance

In enaction commenced in March 1987 againg Sate and New Y ork City officials (Jiggetts, et al. v.
Bane, et al., Supreme Court, New York County), plaintiffsalege that the shelter allowance grantedto
redpientsof public assistance is not adequate for proper housing. In adecison dated April 16, 1997, the
Court held that the shelter allowance promulgated by the Legidature and enforced through the Sate
Depatment of Sdd Savicesregdationsis not reasonably related to the cost of rental housingin New Y ork
Gty andreadtsin homelessnessto familiesin New York City. A judgment was entered on July 25, 1997,
directing, inter alia, that the Sate (i) submit a proposed schedule of shelter allowances (for the Aidto
Dependant Children program and any successor program) that bears areasonable relation to the cost of
housing in New York City; and (ii) compel the New Y ork City Department of Social Servicesto pay
plantiffsamonthly shdter allowance in the full amount of their contract rents, provided they continueto
meet the eligibility requirements for public assstance, until such time asalawful shelter allowanceis
implemented andproviceinterim relief to other eligible recipients of Aidto Dependent Children under the
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interim rdief ydem ezadidhedinthiscase. T he Sate appealed to the Appellate Divison, First Department
from eechandevery provision of thisjudgment except that portion directing the continued provison of
interim rdief. By daddonandorder dated May 6, 1999, the Appellate Divison, First Department, affirmed
the ly 25,1997 jumat. By order dated July 8, 1999, the Appellate Divison denied the Sate's motion
for leaveto goped tothe Court of Appeds from the May 6, 1999 decison and order. By order dated October
14, 1999, the Court of Appeals dismissed the Sate's motion for leave to appeal.

Food Stamp Program

In an action commenced April 5, 1999 by New Y ork and several other states againgt the Federal
Government (Sateof Arizona, et al. v. Shalala, et al., United Sates District Court, District of Columbia),
plaintiffs challenge a federal directive which requires statesto change their method of allocating costs
asndaedwiththeFood Samp program. On July 29, 1999, plaintiffsmoved for summary judgment. On
Sptember 23, 1999, dfenclnt aross-moved for summary judgment. No date for argument of these motions
has been set.

Proprietary Schools

In anadion uinsededin Feruery, 1996, the relator claims, inter alia, that the Sate violated the Federal
Fde damsAd, 31 USC83729, & seg. (United Statesex rel. Long v. SCS Business and Technical Ingitute,
Inc, éal.,, UnitedSatesDidrict Court, Digtrict of Columbia). On March 29, 1999, the District of Columbia
Qrait Cout reverssdadecision by the Digtrict Court and granted the Sate's motion to dismissthe action.
The UnitedS ates has petitioned for certiorari to the United Sates Supreme Court, which isholding the
petition pendng its decision in asimilar case, U.S. ex rel. Stevensv. State of Vermont. The Satefiledits
response in September 1999.
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Exhibit A to Annual Information Statement

Glossary of Financial Terms

The followingdossary, which is an integral part of thisAlS includes certain termsthat are used herein
and are intended for use only in connection with the entire AIS

Appropriation; Anappropriation isasatutory authorization againg which liabilities may be incurred
during agoedficyear, and from which disbursements may be made, up to a sated amount, for the purposes
desgnated Approprigtions generally are authorizations, rather than mandates, to spend, and disbursements
from an appropriation need not, and generally do not, equal the amount of the appropriation. An
gpropriction represnts maximum spending authority. Appropriations may be adopted at any time during
the fiscal year.

Bond Antiapation Note or BANs. A bond anticipation note isashort-term obligation, the principal of
which ispaid from the proceeds of the bondsin anticipation of which such noteisissued.

Capital ProjectsFunds Cepitd Projects Funds, one of the four GAAP-defined governmental fund types,
aooount for finencial resources of the Sate to be used for the acquisition or construction of major capital
facilities (other than those financed by Soecial Revenue Funds, Proprietary Funds and Fiduciary Funds).

Cash BagsAooounting: Acoounting, budgeting and reporting of financial activity on a cash bassresults
in therecordngof recaiptsa thetime money or checks are deposited in the Sate Treasury and the recording
of disbursements at the time a check isdrawn, regardless of the fiscal period to which the receiptsor
disbursementsrelate.

Catificates of Particdpation or COPs. Certificates of Participation represent proportionate interestsin
catan lesse paymentsmackly the Sate with respect to equipment or real property of the departmentsand
agndesof the Sate. Such lease payments are subject to annual appropriation by the Legidature andthe
availability of money to the Sate for making such payments.

College and Universty Funds College and University Funds account for the operations of both the Sate
Universty of NewYork andthe senior colleges of the City Universty of New York, including the research
foundations, endowment loan fund and capital and debt related activity.

Gommunity Projects Fund or CPF: The Sate created thisfund within the General Fundin 1996 to

finance cartain community projets for the Legidature and the Governor. The Sate transfers moneysfrom
other Ganeral Fund accountsinto the CPF, asprovided by law. Spending out of the CPF is governed by
specific appropriationsfor each account in the Fund, but cannot exceed the cash balance for that account.

Contingency Reserve Fund or CRF: Thisfund was established in 1993 to asss the Sate in financing
the codsof any extraordinary known or anticipated litigation. Depoststo thisfund are made from the
General Fund.

Contracual-Obligation Finandng: Contractual-obligation financing is an arrangement pursuant to which
the Satemakespaiodc paymentsto apudic benefit corporation under a contract having aterm not lessthan
the amortization periodof debt obligationsissued by the public benefit corporation in connection with such
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contract. Payments made by the Sate are used to pay debt service on such obligations and are subject to
annua gppropriation by theLegdatureandthe availability of moneysto the Sate for the purposes of making
contractual payments.

Debt Redudtion ResaveFund or DRRF: T he Sate created DRRF in 1998 to accumulate surplus revenues
to pay debt service costs on Sate-supported bonds, retire or defease such bonds, and to finance capital
projeds The Sate will make depositsto DRRF from the General Fund in 2000-01. Use of DRRF funds
requires an appropriation.

Dent Savice Ddx savicerdfasto the payment of principal and interest on bonds, and interest on bond
atidpation notesandtax and revenue anticipation notes, in accordance with the respective termsthereof.

Dent Service Funds. Debt Service Funds, one of the four GAAP-defined governmental fund types,
aooount for theaocumuation of resources (including receiptsfrom certain taxes, transfersfrom other funds
and misodlaneousrevenues auch as dormitory room rental fees, which are dedicated by statute for payment
of leesepurchagerentds for the payment of general long-term debt service and related costs and payments
under lease-purchase and contractual-obligation financing arrangements.

Disoursament: A ddurssment is a cash outlay and in the General Fund includestransfersto other funds.

BExecutive Budget TheExeative Budget isthe Governor’s congtitutionally mandated annual submission
to theLegdaurewhich contains his recommended program for the forthcoming fiscal year. The Executive
Buobgt isan ovedl plan of recommended appropriations. 1t projects disbursements and expenditures needed
to cary ou theGovernor’ s recommended program and receipts and revenues expected to be available for
arh purpose. The recommendations contained in the Executive Budget serve asthe bassfor the Sate
Fnendd Plan (defined below) which is adjusted after the Legidature acts on the Governor’s submission.
Unde theSate Congtitution, the Governor isrequired each year to propose an Executive Budget that is
balanced on a cash basis.

BExpenditure. Anexpendture in GAAP terminology, isadecrease in net financial resources as measured
under the modified accrual basis of accounting. In contextsother than GAAP, the Sate usesthe term
expenditure to refer to a cash outlay or disbursement.

Fidudary Funds: Fiduciary Fundsrefersto a GAAP-defined fund type which accountsfor assets held
by theSateinatridee capacity or asagent for individuals, private organizations and other governmental
units and/or other funds. These funds are custodial in nature and do not involve the measurement of
operdions AlthouththeExeoutive Budget for afiscal year generally contains operating plans for Fiduciary
Runds andtheir results are included in the Comptroller’s GAAP-based financial satements, they are not
included in the Sate Financial Plan.

Financial Plan: see Sate Financial Plan.

Fial Year: TheSaé€ sfiscal year commenceson April 1 and endson March 31. The term fiscal year
refersto the fiscal year of the Sate unlessthe context clearly indicates otherwise.

Fund Acocounting: T he accounts of the Sate are presented on the bass of GAAP funds and account
goups eech of whichisconddered a separate accounting entity. T he operations of each fund are accounted
for witha separate set of self-balancing accountsthat comprise the fund sassets, liahilities, fund equity,
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revenues, and expenditures, or expenses, as appropriate. Government resources are allocated to and
acoounted forinindvidual funds based upon the purposes for which they are to be spent and the means by
which spending activities are controlled.

GAAP: GAAPrdfersto gnardly accepted accounting principlesfor state and local governments, which
aethewniformminimum standards of and guidelinesfor financial accounting and reporting prescribed by
the Governmental Accounting Sandards Board. GAAP requires fund accounting for all government
reources and the modified accrual basis of accounting for measuring the financial position and changes
therein of governmental funds. The modified accrual basis of accounting recognizes revenues when they
become mesarddeandavaldd e to finance expenditures, and expenditures when aliability to pay for goods
or servicesisincurred or acommitment to make aid paymentsis made, regardless of when actually paid.

Gengal Fund: TheGanad Fund one of the four GAAP-defined governmental fund types, isthe magjor
operating fundof the Sate and receives all receiptsthat are not required by law to be deposited in another
fund indudngmog Saetax recdipts and certain fees, transfersfrom other funds and miscellaneous receipts
from other sources.

Genaal obligation bonds: Long-term obligations of the Sate, used to finance capital projects. These
odigetionsmust be authorized by the votersin a general election, are issued by the Comptroller, and are
bedked by theful fath andaredit of the Sate. Under current provisions of the Congitution, only one bond
isse may kepu beforethevotersa each general election, and it must be for a sngle work or purpose. Delit
svice mug bepaid from the first available taxes whether or not the Legidature has enacted the required
appropriationsfor such payments.

Gengal Sate Charges: Costs mandated by statute or court decree or by agreements negotiated with
employee tnionsfor whichtheS ate isliable, including: pensions, health, dental and optical benefits, Social
Sxurity paymentson behalf of Sate employees;, unemployment insurance benefits, employee benefit
progams cout julgmentsand settlements; assessmentsfor local improvements; and taxes on public lands;

Governmental Funds Governmental fundsrefersto a category of GAAP-defined funds which account
for mod governmental functions and which, for the Sate, include four GAAP-defined governmental fund
types. the General Fund, Secial Revenue Funds, Debt Service Funds, and Capital Projects Funds. The
Saesprojettions of receipts and disbursementsin the governmental funds comprise the Sate Financial
Plan.

Intafund Transfers: Under GAAP fund accounting principles, each fundistreated as a separate fiscal
and accounting unit with limitationson the kinds of dishursementsto be made. To comply with these
limitations moneysaremovedfrom one fund to another to make them available for use in the proper fund,
and are accounted for as*“ interfund transfers.”

LeaeePurchase Financing: Lease-purchase financing isan arrangement pursuant to which the Sate
lessesfadlitiesfrom apublic benefit corporation or municipality for aterm not lessthan the amortization
period of thedda odigetions issued by the public benefit corporation or municipality to finance acquisition
and condruction, andpaysrent which is used to pay debt service on the obligations. At the expiration of the
leesg, titleto thefadlity vessin the Sate in most cases. Generally the Sate’ srental payments are expresdy
shjedt toannud gopropriation by the Legidature and availahility of moneysto the Sate for the purposes
thereof.
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Local Asidance Didursements of Sate grantsto counties, cities, towns, villages, school digrictsand
other locd entities certain contractual paymentsto localities, and financial assistance to, or on behalf of,
individuals and not-for-profit organizations.

Moral obligation debt Long-term bondsissued by certain Sate public authorities, also known as public
kendfit corporations, which are essentially supported by their own revenues. Moral obligation debt is not
incurred puraent to ardferendum, is not considered Sate debt, and is not backed by the full faith and credit
of theSate. However, the authorities selling such obligations have been allowed to establish procedures
where indx oartain conditions, the Sate may be called upon to meet deficienciesin debt service reserve
funds supporting such bonds. An appropriation must be enacted by the Legidature to meet any such
obligation.

Official Statement: A disclosure document prepared to accompany an issuance of bonds, notes and
pudidy soldoatificates of participation offered for sale by the Sate or its public authorities. Itsprimary
purpose isto provide prospective bond or note purchasers sufficient information to make informed
invesment dsdsons It describes the issuer, the project or program being financed and the security behind
the bond issue.

Pay-asyou-go financing: T he use of current Sate resources (as opposed to bonds) to finance capital
projects. Also referredto as* hard dollar” financing.

Receipts. Receipts consst of cash actually received during the fiscal year andin the General Fund
include transfers from other funds.

Revenue Accumulation Fund: This fund holds certain tax receiptstemporarily before their depost into
other funds.

Ravnues Revenues in GAAP terminology, are an increase in net financial resources, as measured for
govanmentd fundsunda themodified accrual basis of accounting. In contexts other than GAAP, the Sate
usesthe term revenuesto refer to income or receipts.

Sort-Tem Invedment Pool or STIP: T he combination of available cash balancesin fundswithin the
Sate Treasury on adaily basisfor invessment purposes.

Sedal Revenue Funds: Secial Revenue Funds, one of the four GAAP-defined governmental fund
types aocoount for the proceeds of specific revenue sources (other than expendable trusts or major capital
projects), such asfederal grants, that are legally restricted to specified purposes.

Sate Finandal Plan: TheSateFHnancial Plan setsforth projections of Sate receipts and disbursements
in thegovernmental fund typesfor each fiscal year and is prepared by the Director of the Budget based
initidly ypon therecommencetionscontained in the Executive Budget. After the budget is enacted, the Sate
Fnendd Planis adjusted to reflect revenue measures, appropriation bills and certain related bills enacted
by theLegdaure It svesas the basis for the adminigtration of the Sate’ sfinances by the Director of the
Budget, and is updated quarterly, or more frequently as necessary, during the fiscal year.

Sate Funds. Sate fundsrefersto a category of fundswhich includesthe General Fund and all other
Saeoontrolled moneys, excluding federal grants. T his category capturesall governmental disbursements
except spending financed with federal grants.
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Sate-guaranteed debt: Debt authorized by the votersto be sold by three public authorities: the Job
Devdopment Auhority, theNewY ork Sate T hruway Authority, and the Port Authority of New York and
New Jrsy. Sate-guaranteed bondsissued for the Thruway Authority and the Port Authority were fully
retired on Ly 1, 1995 andDecamber 31, 1996, respectively . Such debt is backed by the full faith and credit
of the Sate.

Sate Opaations Oparaing costs of Sate departments and agencies, the Legidature and the Judiciary,
including salaries and other compensation for most Sate employees.

Saterdated debot T his broad category combines all forms of debt for which the Sateisliable, either
directly or on a contingent bass, including all Sate-supported debt and Sate guaranteed and moral
obligation dekht.

Sate-aupported debt: T his category includes all obligationsfor which the Sate appropriates and pays
ot svice indudng general obligation debt, appropriation-backed debt, and certificates of participation.
Whiletax apportedddx (odigetions supported by Sate taxes) representsthe majority of obligationsin this
caegory, odigationsapportedby other Sate revenues (such as dormitory feesor patient revenues) are also
included.

Tax and Revenue Antidpation Notes or TRANS. Notesissued in anticipation of the receipt of taxesand
revenues, direct or indirect, for the purposes and within the amounts of appropriationstheretofore made.

Tax Refund Resenve Account: T he tax refund reserve account isused to hold moneysavailable to pay
tax refunds. During a given fiscal year, the deposit of moneysin the account reduces receiptsandthe
withdand of moneysfromthe account increasesreceipts. There isno requirement that moneyswithdrawn
from this account be replaced.

Tax Sabilization ResnveFund or TSRF: Thisfund was created to hold surplusrevenue that can be used
in theevent of any inanticipated General Fund deficit. Amountswithin thisfund can be borrowed to cover
any year-enddHfidt andmug be repaid within six yearsin no lessthan three equal annual ingtallments. T he
fund blance cannot exosadtwo percent of General Fund disbursementsfor the fiscal year; contributions are
limited to two-tenths of one percent of General Fund disbursementsin that year.
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Exhibit B to Annual Information Statement

Principal State Taxes and Fees

Personal income taxesaeimposadontheNew Y ork income of individuals, estatesand trusts. Personal
income taxeswill account for more than 54 percent of estimated General Fund receipts during the Sate's
1999-2000 fizd year. TheSaetax adheres closely to the definitions of adjusted grossincome and itemized
dedctions usdfor federal personal income tax purposes, with certain modifications. New York allowsa
ganclrd dedtion of $13,000 for married couplesfiling jointly, with lower deductionsfor the other types
of files New York aso allows a $1,000 exemption for dependents. Thetax rate schedule hasfive tax
kracketswhich, for maried couplesfiling jointly, start at 4 percent for taxable income below $16,000 and
increage t0 6.85 percant ontaxebleincome over $40,000. T here are comparable tax rate schedules for heads
of householdsandsndeand married couplesfiling separately. New York also allows several credits against
thetax. Themod sgnificant are the: household credit, credit for taxes paidto other gates, the investment
tax aedt, employment incentive credit, child care credit, real property tax circuit breaker credit, and the
eanedincometax aedt. The2000-01 Enacted Budget contained enhancementsto the child care credit and
the eaned income tax credit, added a new credit/deduction for college tuition expenses, and reduced the
marriage pendty for coyplesfiling jointly. Receiptsfrom thistax are sendtive to changesin the economic
conditions of the Sate.

User taxesandfeesconsg of sveral taxes on consumption, the largest of which isthe Sate salesand
compensting use tax. The salesand use tax isimposed, in general, on the receiptsfrom the sale of all
tanglde personal property unless exempted, and all services are exempt unless specifically enumerated.
Catan chagssfor meds admissions, hotel and motel occupancy and dues are also subject to thetax. The
Sate sales tax rate is 4 percent, of which 3 percent isdepostedin the General Fund and 1 percent is
deposted intheLocd Government Assistance T ax Fund to meet debt service obligations. Receiptsin excess
of ddt |viceregirementsare transferred to the General Fund. Although there are numerous exemptions,
the mog sgnificant are: food; clothing and footwear costing lessthan $110; drugs; medicine and medical
applies rescntid energy; capital improvements and ingallation charges, machinery and equipment used
in menufacturing; trade-in allowances, and goods sold to Federal, state or local governments. Legidation
enatedin 2000 totally or partially exempted: receiptsfrom the transmisson and distribution of energy,
certain equipment and services purchased by telecommunications, broadcasting, cable and web hosting
companies virtudly dl purchasesrelated to farm production, vending machine purchases of food and drink
under 75 cents, most purchases made by qualifying businesseslocated in Empire Zones and pollution
abatement equipment. Receiptsfrom thistax are senstive to the economic condition of the Sate.

The Sateimposessataxon dgaretes at the rate of $1.11 per package of 20 cigarettes and imposes a tax
on other tobacco products equal to 20 percent of the wholesale price of such products. Thetax rate on
dopretteswesrasedfrom 39 cantsto 56 cents, and the tax rate on tobacco products other than cigarettes was
increesed from 15 peroant to 20 peroant in 1993. T he tax on cigaretteswas raised from 56 centsto $1.11 per
padk onMarch 1, 2000. The revenue derived from the tax is split, with 50.5 percent of receipts deposited
in the General Fund and the balance depositedin the T obacco Control and Insurance Initiatives Pool
established in the Health Care Reform Act of 2000.

Motor fuel and diesel motor fuel taxes are levied at 8 cents per gallon upon the sale, generally for
higmey use, of gesdlineand diesel fuel. T he diesel fuel tax was reduced from 10 cents per gallon to 8 cents
pea cdlonon January 1, 1996. The 2000-01 Enacted Budget contained legidation to depost additional
gesline anddesd motor fud taxes in the dedicated trangportation funds. After the implementation of that
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legdation, thededcat ed funds will receive all receiptsfrom the gasolinetax and 5.75 centsof the 8 cents
pe cglondexl tax. The General Fund will receive the remaining 2.25 cents per gallon of the diesal tax.
In eddtion, thelegidation provided that all motor fuel taxes be deposited in the dedicated trangportation
funds by 2001-02.

Motor vehidefess are derived from avariety of sources, including motor vehicle registration fees and
diver lioendngfees which together account for most motor vehicle fee revenue. From April 1, 1993, to
Decambe 31, 1994, 13 percent of registration fee receiptswere earmarked to the Dedicated Highway and
Bride Trid Fund. On January 1, 1995, this percentage roseto 17 percent and on January 1, 1996 (and
therediter) to 20 peroant of achreceipts. Legidation enactedin 1997 provided for five-year licensesingtead
of four-yeer licenes and for the retention of refunds. Legidation enacted in 1998 reduced motor vehicle
reggration feeshy 25 percant andre-ingtituted the prior refund policy and increased the percent of such fees
earmarked to the Dedcated Highway and Bridge Trust Fund to 28 percent on April 1, 1998, 34 percent on
Jly 1,1998, andto45.5 paoat on February 1, 1999. Legidation enacted with the 2000-01 Budget directs
the remaning54.5 percent of registration feesto the dedicated transportation funds. Over the next three
years, the legidation directsthe depost of additional motor vehicle fee revenue to those funds.

The Saeimposes alcoholic beverage excise taxes at various rates on liquor, beer, wine and specialty
bevarages Sparaelioangngfees are imposed on those who sell alcoholic beveragesin New York. Thefees
vary dependngonthetype and location of the establishment or premises operated by the licensee, aswell
asthedassof beverage for which the license isissued. Legidation enacted in 1999 reduced the excise tax
on bear from 135 oantsper gallon to 12.5 cents per gallon, and expanded an exemption for small brewers.
Legdetion enactedwith the2000-01 Budget reduces the tax on a gallon of beer from 12.5 cents to 11 cents
on September 1, 2003, and acceleratesthe current exemption for small brewersto January 1, 2000.

The highway usetaxrevenue is derived from three sources. the truck mileage tax, related highway use
permit fessandthefud uise tax. T he truck mileage tax islevied on commercial vehicles, at rates graduated
by vehicle weight, based on milestraveled on Sate highways. Legidation enacted in 1998 cut the truck
mileege tax by 25 percant beginning in January 1999. Highway use permits are issued triennially at $15 for
an initid permit and $4 for a permit renewal. The fuel use tax isan equitable compliment to the Sate's
motor fuel tax and salestax paid by those who purchase fuel in New York. It islevied on commercial
vehideshavingthree or more axles or a gross vehicle weight of more than 26,000 pounds. Currently all
collections from the highway use tax are deposited in the Dedicated Highway and Bridge T rust Fund.
Legdation enadtedwiththe2000-01 Budget reduced the Qupplemental Truck Mileage T ax from 50 percent
of thebesetax to 40 percent of thebesetax and increased the flow of motor vehicle receiptsto the Dedicated
Highway and Bridge Trust Fund to compensate for the revenue loss.

The Saeimposssab paoatt auto rental tax on chargesfor any rental of passenger carsrented or used
in the Sate, subject to certain exceptionsincluding leases covering a period of one year or more.

Business taxesinduleagmnad hieness corporation franchise tax aswell as specialized franchise taxes
on banks ingrance companies utilities and certain transportation and transmission companies, and a cents
per-gallon-based levy on businesses engaged in the sale or importation for sale of various petroleum
prodts Duringthe Sate's 1991-92, 1992-93, and 1993-94 fiscal years, business taxes were generally
shjedt toals paoat sucharge. Beginning in 1994 the surcharge was phased out over athree-year period
and has been eliminated since July 1, 1997.
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The corporation franchisetax isthe largest of the businesstaxes, and the Sate'sthird largest source of
revenue. It is imposed on all domestic general business corporations and foreign general business
corporatiionswhich cb busnessor conduct certain other activitiesin the Sate. The tax isimposed, generally,
a arateof 85 peroant of taxadeincome allocated to New York and at arate aslow as 7.5 percent for small
businesses. T axable income is defined asfederal taxable income with certain modifications.

Legdation enactedin 1998 reduced the general businesstax rate from 9 percent to 7.5 percent in three
depsbagnningin 1999; redlced the corporate alternative minimum tax rate from 3.5 percent to 3 percent
in two gepshegnning in 1998; reduced the fixed-dollar minimum corporate tax for most small businesses
from $325 to $100 beginning in 1998; reduced the tax rate applied to subchapter S-corporations by 40
peroat or morebeginning in 1998; adopted an investment tax credit for investment in securitiestrading
infragtructure andindtitutestax bandfits for investments and employment in emerging technology companies.
donificant statutory changes enacted in 1999 include: reformsto the subsidiary capital tax; afurther
reduction on the alternative minimum tax rate from 3 percent to 2.5 percent; doubling the economic
devdopment zoneandzone equivalent area wage tax credits; and reformsto the apportionment of income
for thearlineindary. In2000, legdation was enacted to: shift the taxation of public utilitiesfrom taxation
wndy agoss earningstax to taxation as general business corporations; reduce taxesfor small busnesses,
change the allocation formulafor financial services companies, add new creditsfor “ green buildings,”
lowrincome housng dternaivefud vehicles, and certain trangportation projects, and eliminate energy taxes
pad by indgrid and manufacturing businesses. Empire Zones were created which provide various credits
and exemptionsto companies meeting employment criteria within economic development zones.

The franchisetaxeson public utilities and certain other transmisson and transportation companies are
the ssoondlargest source of receipts among the businesstaxes. These consigt of various franchise taxes
imposad on pudic uilities including taxes on the wtilities issued sock and taxes on utilities intrastate gross
earnings and grossincome.

Legdation enacted in 1996 provided that asof January 1, 1997 the franchise tax rate imposed on
trukersandralroadswesredloedfrom 0.75 percent to 0.6 percent of grossearnings. Asof January 1, 1998
trukeasandralroadswere allowed to choose between taxation under thistax or taxation under the general
business corporation tax.

Legddion enactedin 1997 reduced the 3.5 percent grossreceiptstax imposed upon gas, electric, and
tdephone |viceto 3.25 percent on October 1, 1998, andthen to 2.5 percent on January 1, 2000. Local
tdephone companiesandother franchise taxpayers will realize an additional rate cut of .375 percent in their
franchisetax on July 1, 2000. Also, the franchise tax on trucking and railroads will be reduced on July 1,
2000, from 0.6 peroant t0 0.375 paroat. Additional 1997 legidation established the Power for Jobs program
which mace 400 megawatts of low-cost power available for job creation and expansion with the utilities
recouping their lossesthrough atax credit. Legidation enacted in 1998 expandsto 450 megawatts and
acceleratesthe phase-in of the Power for Jobs program.

In 2000, legdation wesenact ed which altersthe way traditional gasand electric utilitiesare taxed. The
changssindutethe shift from afranchise tax imposed on gross earningsto taxation based on net income
or thedtemativebesesunder Article 9-A of the Tax Law, phase-out of the gasimport tax, phase-out of the
gossrecdptstax on gas and electricity for business consumers, and overall reductionsin remaining gross
recdptstaxes Thelegidation also provides for an expansion of the Power for Jobs program which allows
credits againg the grossreceiptstaxes paid by utilities furnishing low-cost power.
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Insurance taxesareimposed on insurance corporations, brokers and certain insurersat abasic rate of 9
percat of ettirene incomedlocable to New Y ork, based on the level of activity of an insurance company
in theSaeduingthetaxadeyear. In addition, there isafranchise tax on net premiumswritten or received
by inarancecorporationson risks resident or located within the Sate, at rates between 0.8 percent and 1.3
peroant, dpendng on policy type, aswell as certain taxesimposed under the Insurance Law. Legidation
enactedin 1997 provided that on or after January 1, 1998 the overall limit on the combined taxes of 2.6
peroant of premiumsfor life insurance companiesisreduced to 2.0 percent and the gross premiumstax on
sch componentsiscecreased from 0.8 percent to 0.7 percent. Also, the legidation provides preferential
premium tax ratesto captiveinarance companiesthat insure the primary risks of their parent and affiliated
companies  Legdation enactedin 1999 provides for a phased reduction in the net income tax rate applicable
to inarancecompaniesfrom 9 percent to 7.5 percent. In addition, provisionsenactedin 1999 reduce the
limitation ontax ligdlity for non-life insurers over athree-year period. Legidation enacted in 2000 extends
the invetment tax aredt for eqripment used in the trading of securities by insurance companies and expands
the existing certified capital company program.

The Saeimposssafranchise tax on banking corporationsat a basic tax rate of 9 percent of entire net
income with certain exdusons andadject to special ratesfor ingitutionswith low net worth. The 9 percent
rae represmtsaredtion from the rate of 12 percent that wasin effect until 1985, when the bank tax was
regrutured. T he 1985 changes were extended through taxable years beginning before January 1, 2001.
Lagdation enactedin 1997 dlows banks a net operating loss deduction which can be carried forward againgt
thebenk franchise tax. Thisappliesto net operating losses sustained on or after January 1, 2001. The
legdation dso dlowskenkstoform subchapter S-corporations which will exempt them from taxation under
the benk tax and allow the same tax treatment as other subchapter Ssubsidiaries. Legidation enactedin
1998 athorizes an investment tax credit for the purchase of tangible personal property used in abank's
normd coureof heness as a broker or dealer in connection with the purchase or sale of stocks or bonds.
Leagdation enactedin 1999 provides for a phased reduction in the net income tax rate applicable to banks
from 9 percent to 7.5 percent.

The Sateimposessapearoleum businesses tax on the privilege of operating a petroleum busnessin the
Sae Thistaxismeasured by the quantity of various petroleum productsimportedinto the Sate for sale
or Ll Thetax isimposadat vaiousomts-per-gallon rates depending on the type of petroleum product. The
catspa-celon tax rates are indexed to reflect petroleum price changes but are limited to changes of no
more then 5 peroant of thetax rateinany oneyear. T he portion of the receiptsfrom thistax depostedto the
Generd Rndhasddinedggnificantly, reflecting the dedication of receiptsto transportation accounts, and
the adoptionin 1994, 1995, and1996 of a variety of tax relief measures. Legidation enactedin 1996, which
wesfuly phased in on April 1, 1999, provided for reductionsin the petroleum business taxes on residual
petroleum, non-automotive diesel and diesel fuel used by motor vehicles and railroads, utilities, and
commercial enterprises, and the elimination of the petroleum businesstaxesimposed on fuel usedin
mandfactuing Inadtition, thelegdation also provided reimbursements of the tax paid for aviation gasoline
when thefud isconaumed outside New York. Legidation enactedin 1999 cut the tax rate on fuel used for
commedd heating diminatedthetax on fuel used for mining and adjusted the proportions of the tax going
to dedicated funds to save-harmless the revenue flowing to those funds. Legidation enactedin 2000
diminated cartain minimum taxes and reduced the tax rate on commercial heating fuels. In addition, the
legdation provided that the remaining General Fund receiptsfrom thistax be directed to the dedicated
transportation funds.
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Other tax revenuesindutetaxeson pari-mutuel wagering, the estate tax, taxeson real esate transfers,
cartan other minor taxes andresdd receipts following the repeal of the real property gainstax and the gift
tax.

The Sate imposes edate taxes on the estates of deceased New Y ork residents, and on that part of a
nonresdmt's net exatemadep of red and tangible personal property located within New York Sate. Estate
tax lidhlity iscompuedonthe basis of the federal definition of "gross estate" andis set equal to the federal
cedt forfederal estate tax liability allowable for Sate estate taxes paid. T hisessentialy eliminatesthe
addtiond NewYork Saelidility imposed under prior law. Reflectingthe composition of many decedents
edaesin NewYork, cdllectionsof thistax aeheavily influenced by fluctuationsin the value of common stock.

Gift taxes are imposed on taxable gifts made during ataxpayer'slifetime after allowable exclusons.
Undkr legdation enacted in 1997 the gift tax was reduced in 1999 and was repealed effective January 1,
2000.

The real edatetrander tax appliesto each real property conveyance, subject to certain exceptions, at
araeof $2 for each $500 of congdaration or fraction thereof. Pursuant to statute, $112 million of real estate
trander tax recdptsaredeposited in the Environmental Protection Fund (EPF) and the remaining receipts
are deposted in the Clean Water/Clean Air Debt Service Fund. Receiptsin excess of the debt service
requirements are transferred back to the General Fund.

Thereal property gainstax had been levied at the rate of 10 percent on gains derived from certain rea
propaty transctionswhere the consideration is $1 million or more. Legidation adopted in 1996 repealed
the red property gainstax ontranders occurring on or after June 15, 1996; however, some receipts continue
to flow to the General Fund based on transactions occurring prior to such date.

The Saeleviespari-mutud taxeson wagering activity conducted at horse racetracks, smulcast theaters
and off-track betting parlors throughout the Sate. In previousyearsthe Sate temporarily reduced itstax
raesandexpandsdsmucast opportunities and increased purses. Legidation enactedin 1998 extended the
tax aut anddmuced provisonsto 2002. In addition to pari-mutuel taxes, a4 percent tax islevied on the
charge for admisdonsto racetracks and smulcast theaters, and a 3.0 percent tax islevied on grossreceipts
from boxing and wresting exhihitions, including receipts from broadcast and motion picture rights.
Legdaion enactedin 1999 and 2000 reduced taxes on races run at non-profit racing association tracks and
dedicatesthe reduction to increasing purses at those tracks and to operate the Breeders Cup races.

Miscellaneousrecei ptsand other revenuesindudevarious fees, fines, tuition, license revenues, lottery
revenues, investment income, assessmentson various busnesses (including healthcare providers), and
abandoned property. Miscellaneous receipts also include minor amounts received from the federal
government anddgposteddredtly inthe General Fund. Legidation enacted in 1997 provided for a phase-out
of mog of theassessmentson hedth care providersby April 1, 2001. Legidation enactedin 1998 and 1999
accelerated the phase-out of the health care provider assessments; they were eliminated in January 2000.
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