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Introduction

In accordance with its contractual secondary market disclosure obligations for the

2005-06 fiscal year, the State of New York (the "State") herein provides a Statement of Updated
Annual Information, dated July 28, 2006 (the “Update”), to each Nationally Recognized
Municipal Securities Information Repository (“NRMSIR”).

The Update provides updated annual information with respect to official statements

relating to certain series of bonds issued by the State or its public authorities as follows:

1)

1)

Section 1 of the Update contains updated annual information of the type included in the
Annual Information Statement of the State that was set forth or incorporated by reference
as an appendix to the official statements for certain State-related and State-supported
series of bonds, under the headings or subheadings “Prior Fiscal Years”, “Debt and Other
Financing Activities”, “State Organization (including State Employment)”, “State
Retirement  Systems”, “Authorities and Localities”, and, “Economics and
Demographics”.

Section 1 of the Update is submitted pursuant to the State’s contractual disclosure
obligations for the series of bonds listed in Appendix A.

Section 2 of the Update contains additional updated annual financial information and
operating data that relate to dedicated funds or other revenue sources that are used to pay
the debt service on certain State-related and State-supported bonds. The contents of this
Section 2 are not intended to provide, in scope or substance, information relating to the
financial condition of the State in general.

The format used in Section 2 of this Update is that of extracts from the most recently
issued official statements of the State and its public authorities and the information
contained therein reflects, to the extent applicable, subsequent changes or events from
their respective dates of issuance. Section 2 is intended as an update only of the
information contained in such extracts and not all relevant information relating to
the bonds for which the official statements were issued. As a result, readers are
advised to review the contents of Section 2 together with complete copies of the most
recent relevant official statements which apply to such bonds.

Section 2 of the Update has been prepared and submitted pursuant to the State’s
contractual disclosure obligation for the series of bonds listed in Appendix B.

Information contained in this Update is intended to be limited to that required to be

updated pursuant to the State’s disclosure obligations. However, certain information may have
been included in this Update that the State is not contractually obligated to provide. The
inclusion of such additional information should not be construed as creating any obligation or
agreement on the part of the State to include such additional information in any future annual
updates.



This Update should not be confused with the State’s Annual Information Statement dated
June 12, 2006. This Update is not intended to serve, nor does it serve, as the AlS. Although
information contained in Section 1 may also be included in the AIS, Section 1 is comprised of
only the information for which the State is obligated to update annually pursuant to its
contractual continuing disclosure obligations.

The AIS was filed separately with the NRMSIRs on June 12, 2006 and contains other
information which may also be useful to investors and other municipal market participants.
Individuals may obtain an official copy of the AIS from a NRMSIR, or by contacting the New
York State Division of the Budget, State Capitol, Albany, NY 12224, Telephone: (518) 473-
8705. An informational copy of the AIS s available on the Internet at
http://www.state.ny.us/dob.




Section 1 - Update to Certain Sections of
the Annual Information Statement

Information contained in this Section 1 is limited to that
required to be updated pursuant to relevant disclosure
obligations. Section 1 is not intended to serve, nor does it
serve, as a full update to all information contained in the
Annual Information Statement.



Section 1: Subsection A
“Prior Fiscal Years”



Prior Fiscal Years

The following four tables show the composition of the State's governmental funds and its General
Fund. Following the tables is a summary of the cash-basis results for the State's three most recent
fiscal years.

Governmental Funds Disbursements
State Fiscal Years 2003-04, 2004-05, and 2005-06
(billions of dollars)

42% 50% 5% | 4%
2005-06
40% 51% 5% 49
41% 51% 5% 3%
2003-04
$0.0 $20.0 $40.0 $60.0 $80.0 $100.0 $120.0

B General Fund B Special Revenue O Capital Projects O Debt Service

Note: Percentage total may not add due to rounding.

Governmental Funds Receipts
State Fiscal Years 2003-04, 2004-05, and 2005-06
(billions of dollars)

35% 18% 31% 5% 10%

2005-06
34% 5% 10%

2004-05
35% 6 9%

2003-04

$0.0 $20.0 $40.0 $60.0 $80.0 $100.0 $120.0
MW General Fund = State - Special Revenue O Federal - Special Revenue

M Capital Projects O Debt Service

Note: Percentage total may not add due to rounding.



General Fund Receipts and Transfers by Source
State Fiscal Years 2003-04, 2004-05, and 2005-06
(billions of dollars)

44% 18% 11% ko6 21% 2%
2005-06 =
43% 20% 9% 5% 21% 2%
37% 19% 8% 14% 18% 2% 2%
=/
2003-04 Ed
=
$0.0 $5.0 $10.0 $15.0 $20.0 $25.0 $30.0 $35.0 $40.0 $45.0 $50.0
B Personal Income Tax E User Taxes and Fees O Business Taxes
@ Misc. Receipts O Transfers B Other Taxes

@ Federal Grants

Notes: Miscellaneous receipts are affected by tobacco securitization in 2003-04 (miscellaneous receipts for 2003-04 include
$4.2 billion in tobacco securitization proceeds).

Percentage total may not add due to rounding.

General Fund Disbursements and Transfers by Type
State Fiscal Years 2003-04, 2004-05, and 2005-06
(billions of dollars)

67% 18% ‘ 9% 3% | 4%

2005-06

68% 17% 8% | 3% 4%
70% 17% 8% 2! 4%
2003-04
$0.0 $5.0 $10.0 $15.0 $20.0 $25.0 $30.0 $35.0 $40.0 $45.0 $50.0

B Grants to Local Governments B State Operations
O General State Charges @™ Capital/All Other
O Debt Service

Note: Percentage total may not add due to rounding.



Cash-Basis Results for Prior Fiscal Years

The State reports its financial results on two bases of accounting: the cash basis, showing
receipts and disbursements; and the modified accrual basis, prescribed by GAAP, showing
revenues and expenditures. Unless specifically noted, the Financial Plan results reported in this
section have been audited.

General Fund 2003-04 through 2005-06

The General Fund is the principal operating fund of the State and is used to account for all
financial transactions, except those required to be accounted for in another fund. It is the State's
largest single fund and receives most State taxes and other resources not dedicated to particular
purposes. General Fund moneys are also transferred to other funds, primarily to support certain
capital projects and debt service payments in other fund types.

Recent Trends

Over the last three years, State finances have rebounded from the lingering effects of the
September 11" terrorist attacks on New York City and the national recession, weakness in the
financial services sector, and the use of non-recurring resources and reserves to support spending.
The State's recovery is securely in the middle of its third year and the State's economy is
experiencing robust growth. The State ended each of the last three fiscal years with an increasing
level of operating surplus in the General Fund.

2005-06 Fiscal Year

DOB reported a 2005-06 General Fund surplus of $2.0 billion. Total receipts, including
transfers from other funds, were $47.2 billion. Disbursements, including transfers to other funds,
totaled $46.5 billion.

The General Fund ended the 2005-06 fiscal year with a balance of $3.3 billion, which
included dedicated balances of $944 million in the TSRF (the State's "rainy day fund") (after a
$72 million deposit at the close of 2005-06), the Contingency Reserve Fund ($21 million), and
the Community Projects Fund ($251 million). The closing balance also included $2.0 billion in a
spending stabilization reserve.

General Fund receipts, including transfers from other funds and the impact of the tax refund
reserve transaction, totaled $47.2 billion in 2005-06, an increase of $3.3 billion from 2004-05
results. Tax receipts increased by $3.8 billion and transfers increased by $743 million, while
miscellaneous receipts decreased by $197 million. The decline in miscellaneous receipts was
primarily attributable to the loss of various one-time receipts including the securitization of
tobacco proceeds.

General Fund spending, including transfers to other funds, totaled $46.5 billion in 2005-06,
an increase of $2.9 billion from 2004-05. The main sources of annual growth were Medicaid,
school aid, and fringe benefits.

2004-05 Fiscal Year

DOB reported a 2004-05 General Fund surplus of $1.2 billion. Total receipts, including
transfers from other funds, were $43.9 billion. Disbursements, including transfers to other funds,
totaled $43.6 billion.



The General Fund ended the 2004-05 fiscal year with a balance of $2.5 billion, which
included dedicated balances of $872 million in the TSRF (the State's "rainy day fund") (after a
$78 million deposit at the close of 2004-05), the Contingency Reserve Fund ($21 million), and
the Community Projects Fund ($325 million). The closing fund balance also included $1.3
billion on deposit in the refund reserve account at the end of the 2004-05 fiscal year, including
$601 million in a new spending stabilization reserve.

General Fund receipts, including transfers from other funds, totaled $43.9 billion in 2004-05,
an increase of $939 million from 2003-04 results. Tax receipts, including the impact of the tax
refund reserve transaction, increased by nearly $4 billion on an annual basis. The growth was
offset by an annual decline of $3.5 billion in miscellaneous receipts, due mainly to the State's
securitization of tobacco settlement payments in 2003-04.

General Fund spending, including transfers to other funds, totaled $43.6 billion in 2004-05,
an increase of $1.6 billion from 2003-04. Medicaid, school aid, fringe benefits, and debt service
were the main sources of annual growth.

2003-04 Fiscal Year

DOB reported a 2003-04 General Fund surplus of $308 million. Total receipts, including
transfers from other funds, were $42.9 billion. Disbursements, including transfers to other funds,
totaled $42.1 billion.

The General Fund ended the 2003-04 fiscal year with a balance of $2.3 billion, which
included dedicated balances of $794 million in the TSRF (the State's "rainy day fund™) (after an
$84 million deposit at the close of 2003-04), $21 million in the Contingency Reserve Fund, and
$262 million in the Community Projects Fund. The closing fund balance also included $1.2
billion on deposit in the refund reserve account at the end of the 2003-04 fiscal year.

General Fund receipts, including transfers from other funds, totaled $42.9 billion in 2003-04,
an increase of $4.9 billion from 2002-03 results. Tax receipts, including the impact of the tax
refund reserve transaction, increased by $451 million on an annual basis. Miscellaneous receipts
increased by $3.8 billion, due mainly to the State's securitization of tobacco settlement payments.
Federal grants also increased by $645 million, reflecting extraordinary Federal aid.

General Fund spending, including transfers to other funds, totaled $42.1 billion in 2003-04,
an increase of $4.5 billion from 2002-03 results. The growth was largely attributable to the
annual impact of payment deferrals and spending growth in welfare and Medicaid.

State Funds 2003-04 through 2005-06

The State Funds Financial Plan comprises that portion of the All Funds Plan supported
exclusively by State taxes, fees, and other resources. It includes the General Fund and State-
financed special revenue, capital, and debt service funds, but excludes Federal aid.

Recent Trends

State Funds spending increased from $64.0 billion in 2004-05 to $69.7 billion in 2005-06, an
increase of $5.8 billion or 9.0 percent. The General Fund portion of State Funds increased by
$2.9 billion. The remaining growth consisted of higher spending for programs supported by
special revenue ($2.5 billion), and capital projects ($548 million), partially offset by lower
spending for programs supported by debt service funds ($40 million). Spending in State-



supported special revenue funds for the Health Care Reform Act (HCRA) increased by $957
million, reflecting additional spending related to bringing all HCRA funded programs on-budget.
Spending in State-supported special revenue funds for the Medicaid program increased by $607
million, reflecting in large part the costs associated with the State takeover of the local share of
the FHP program and the State cap on local costs. Spending in State-supported special revenue
funds for transportation increased by $567 million, largely attributable to the prepayment of
2006-07 obligations. Sources of annual growth in State capital projects included work done at
State University (SUNY) and City University (CUNY), and increased funding for the New York
State Economic Development Program. Sources of reduced spending in debt service reflect
reduced debt service costs from restructuring, refunding, and other debt management activities.

Over the three-year period beginning in 2003-04, State Funds spending has grown by an
average 6.6 percent annually. In recent years, the State has financed 35-38 percent of its
operations outside of the General Fund. Historically, the State has financed an increasing share
of its operations outside of the General Fund.

Major programmatic changes that have increased activity outside the General Fund include
the financing of certain Medicaid and other health care costs under HCRA and the creation of the
STAR program that is funded by directing PIT receipts to a special revenue fund. The State has
also seen growth in the portion of transportation-related revenues transferred from the General
Fund to two dedicated funds in the special revenue and capital projects fund types to support the
capital programs of DOT, MTA and other transit entities.

2005-06 Fiscal Year

The State ended the 2005-06 fiscal year with a State Funds cash balance of $6.8 billion. In
addition to the $3.3 billion General Fund balance, the State's special revenue funds had a closing
balance of $3.7 billion and the debt service funds had a closing balance of $221 million, partially
offset by a negative balance in the capital projects funds of $406 million. The fund balance in the
special revenue funds largely reflects the timing of receipts and disbursements (e.g. dedicated
monies received for a specified purpose prior to disbursement). The largest fund balances are
dedicated to finance ongoing HCRA programs ($1.6 billion) and the operations and activities of
SUNY campuses ($339 million). The remaining special revenue fund balances are held in
numerous funds and accounts that support a variety of programs including industry regulation,
public health, and public safety. The fund balance in the debt service funds reflects the timing of
bond sales. The negative balance in the capital projects fund results from outstanding loans from
STIP used to finance capital projects costs prior to the receipt of bond proceeds.

State Funds receipts totaled $71.7 billion in 2005-06, an increase of $7.4 billion from the
2004-05 results. The annual growth in General Fund receipts combined with growth in other
State taxes and miscellaneous receipts, particularly the receipt of $2.7 billion in health care
conversion proceeds in 2005-06, accounted for the annual change. Actual State Funds
disbursements totaled $69.7 billion, an increase of $5.8 billion from the 2004-05 results. The
annual change in General Fund spending combined with growth in other State funds spending,
particularly for HCRA and Medicaid, accounted for the annual change.

2004-05 Fiscal Year

The State ended the 2004-05 fiscal year with a State Funds cash balance of $3.2 billion. In
addition to the General Fund balance, the State's special revenue funds had a closing balance of
$2.0 billion and the debt service funds had a closing balance of $184 million, partially offset by a
negative balance in the capital projects funds of $206 million. The fund balance in the special



revenue funds largely reflects the timing of receipts and disbursements (e.g. dedicated monies
received for a specified purpose prior to disbursement). The fund balance was held in numerous
funds/accounts that support a variety of programs including operations and activities of SUNY
campuses, industry regulation, public health, public safety, and transportation. The fund balance
in the debt service funds reflects the timing of bond sales. The negative balance in the capital
projects fund results from outstanding loans from STIP used to finance capital projects costs prior
to the receipt of bond proceeds.

State Funds receipts totaled $64.2 billion in 2004-05, an increase of $2.0 billion from the
2003-04 results. In addition to the growth in General Fund receipts described above, tax receipts
to other State funds also increased. Actual State Funds disbursements totaled $64.0 billion in
2004-05, an increase of $2.6 billion from the 2003-04 results. Medicaid, school aid, higher
education, and fringe benefits were the main sources of annual growth.

2003-04 Fiscal Year

The State ended the 2003-04 fiscal year with a State Funds cash balance of $2.6 billion. In
addition to the General Fund balance, the State's special revenue funds had a closing balance of
$1.7 billion and the debt service funds had a closing balance of $175 million, partially offset by a
negative balance in the capital projects funds of $336 million. The fund balance in the special
revenue funds partly reflects the timing of receipts and disbursements (e.g. dedicated monies
received for a specified purpose prior to disbursement). The largest special revenue fund balance
was dedicated to finance the operations and activities of SUNY campuses and central
administration ($442 million).  The remaining fund balances were held in numerous
funds/accounts that support a variety of programs including industry regulation, public health,
and public safety. The negative balance in the capital projects fund results from outstanding
loans from STIP used to finance capital projects costs prior to the receipt of bond proceeds.

State Funds receipts totaled $62.2 billion in 2003-04, an increase of $7.5 billion from the
2002-03 results. The increase to State Funds receipts was primarily driven by proceeds from the
securitization of tobacco moneys and tax increases included in the 2003-04 Enacted Budget.
Actual State Funds disbursements totaled $61.3 billion in 2003-04, an increase of $5.9 billion
from the 2002-03 results. This annual change reflects the impact of payment deferrals, and
spending growth in public assistance, Medicaid, and fringe benefits.

All Funds 2003-04 through 2005-06

The All Funds Financial Plan includes Federal aid received by the State, making it the
broadest measure of the State budget. The All Funds Financial Plan records the operations of the
four governmental fund types: the General Fund, Special Revenue Funds, Capital Project Funds,
and Debt Service Funds.

Recent Trends

All Funds spending totaled $104.3 billion in 2005-06, $3.7 billion (3.6 percent) higher than
in 2004-05. The State funds component of All Funds spending increased by $5.8 billion, as
described above, was partly offset by the Federal component of All Funds spending which
declined by $2.1 billion (5.7 percent) from 2004-05 levels.

Significant areas of Federal decline included World Trade Center costs and Medicaid, partly
offset by increased Federal grants for school aid. World Trade Center costs declined by $1.3
billion because the payment of Federal funds which "pass-through" from the State to New York



City, for costs directly related to the September 11th attacks, was largely completed in 2004-05.
Medicaid spending supported by Federal funds decreased by $1.1 billion, primarily reflecting the
phase-out of temporary Federal aid increases in 2004-05 and delay in Federal approval of certain
payments to hospitals. Federal aid to school increased by $230 million and consisted of increased
grants to high-poverty school districts around the State and increased aid for the School Lunch
and Breakfast program.

2005-06 Fiscal Year

The State ended the 2005-06 fiscal year with an All Funds cash balance of $7.1 billion.
Federal Funds had a closing balance of $249 million, including $447 million in Federal special
revenue funds, partially offset by a negative balance in the Federal capital projects funds of $198
million. The fund balance in the special revenue funds partly reflects the timing of receipts and
disbursements (e.g. dedicated monies received for a specified purpose prior to disbursement).
The negative balance in the capital projects fund results from outstanding loans from STIP used
to finance capital projects costs prior to the receipt of bond proceeds.

All Funds receipts for 2005-06 totaled $107 billion, an increase of $6.3 billion over 2004-05
results. Strong growth in tax collections and moderate growth in miscellaneous receipts, were
partially offset by a decline in Federal grants. All Funds disbursements for 2005-06 totaled
$104.3 billion, an increase of $3.7 billion over 2004-05 results. The annual change reflects
growth in Medicaid, other public health programs, and school aid, partially offset by the decline
in Federal pass-through aid for the World Trade Center.

2004-05 Fiscal Year

The State ended the 2004-05 fiscal year with an All Funds cash balance of $4.3 billion.
Federal Funds had a negative closing balance of $249 million, including $248 million in Federal
capital projects funds and $1 million in Federal special revenue funds. The negative balance in
the capital projects fund results from outstanding loans from STIP used to finance capital projects
costs prior to the receipt of bond proceeds.

All Funds receipts for 2004-05 totaled $100.7 billion, an increase of $1.6 billion from the
2003-04 results. Increased personal income tax collections, business tax and real estate transfer
tax collections were partially offset by a decline in both miscellaneous receipts and Federal
Grants. All Funds disbursements for 2004-05 totaled $100.7 billion, an increase of $3.3 billion
from the 2003-04 results. The annual change largely reflects growth in Medicaid, school aid,
fringe benefits, and debt service.

2003-04 Fiscal Year

The State ended the 2003-04 fiscal year with an All Funds cash balance of $2.9 billion.
Federal Funds had a closing balance of $321 million, including $480 million in Federal special
revenue funds, partially offset by a negative balance in the Federal capital projects funds of $159
million. The fund balance in the special revenue funds partly reflected the timing of receipts and
disbursements (e.g. dedicated monies received for a specified purpose prior to disbursement).
The negative balance in the capital projects fund resulted from outstanding loans from STIP used
to finance capital projects costs prior to the receipt of bond proceeds.

All Funds receipts for 2003-04 totaled $99 billion, an increase of $10.9 billion from 2002-03
results. The annual change reflects the growth in State Funds receipts described above, combined
with growth in Federal aid. All Funds disbursements for 2003-04 totaled $97.3 billion, an



increase of $8.3 billion from 2002-03 results. The annual change reflects the growth in State
Funds disbursements described above, combined with growth in Federal aid for Medicaid, K-12
education, and the World Trade Center.



COMPARISON OF ACTUAL GENERAL FUND RECEIPTS AND DISBURSEMENTS
2003-04 THROUGH 2005-06
(millions of dollars)

2003-04 2004-05 2005-06
OPENING FUND BALANCE (1) 1,443 2,302 2,546
Personal Income Tax (1) (2) 16,371 18,781 20,700
User Taxes and Fees:
Sales and Use Tax (3) 7,241 8,094 7,978
Cigarette and Tobacco Tax 419 406 403
Motor Fuel Tax 0 0 0
Motor Vehicle Fees 82 4 24
Alcoholic Beverage Taxes and Fees 237 227 234
Subtotal 7,979 8,731 8,639
Business Taxes:
Corporation Franchise Tax 1,482 1,858 2,664
Corporation and Utilities Taxes 715 617 591
Insurance Taxes 930 1,007 987
Bank Tax 286 587 842
Subtotal 3,413 4,069 5,084
Other Taxes:
Estate and Gift Taxes 736 898 857
Real Property Gains Tax 4 1 1
Pari-mutuel Tax 27 26 22
Other Taxes 1 1 1
Subtotal 768 926 881
Miscellaneous Receipts & Federal Grants 6,571 2,226 2,029
Transfers from Other Funds:
PIT in excess of Revenue Bond debt service 5,244 5,981 6,500
Sales Tax in Excess of LGAC Debt Service 1,971 2,182 2,295
All Other Transfers 607 967 1,078
Subtotal 7,822 9,130 9,873
TOTAL RECEIPTS 42,924 43,863 47,206
Grantsto Local Governments 29,246 29,493 31,287
State Operations 7,093 7,565 8,160
General State Charges 3,247 3,653 3,975
Transfersto Other Funds:
In Support of Debt Service 1,474 1,731 1,710
In Support of Capital Projects 229 193 286
All Other Transfers 776 984 1,077
Subtotal 2,479 2,908 3,073
TOTAL DISBURSEMENTS 42,065 43,619 46,495
Excess (Deficiency) of Receipts and Other
Financing Sources over Disbursements
and Other Financing Uses 859 244 711

CLOSING FUND BALANCE 2,302 2,546 3,257

Source: Office of State Comptroller.

(1) The opening balances and personal income tax receipts have been adjusted to reflect the inclusion of the Personal Income
Tax Refund Reserve in the General Fund.

(2) Excludes personal income tax receipts that flow into the Revenue Bond Tax Fund in the first instance and are then
transferred to the General Fund after debt service obligation are satisfied.

(3) Excludes sales tax in excess of LGAC Debt Service.



Opening fund balance (2)

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 sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds

Net other financing sources (uses)
Change in fund balance

Closing fund balance

Source: NYS DOB

CASH FINANCIAL PLAN
STATE FUNDS (1)
2003-2004
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
815 1,230 (558) 158 1,645
27,934 4,442 1,756 8,122 42,254
5,917 10,372 2,162 811 19,262
654 0 0 0 654
34,505 14,814 3,918 8,933 62,170
29,246 10,399 290 0 39,935
7,093 4,497 0 9 11,599
3,247 424 0 0 3,671
0 0 0 3,351 3,351
0 3 2,773 0 2,776
39,586 15,323 3,063 3,360 61,332
7,822 994 177 4,794 13,787
(2,479) (12) (949) (10,350) (13,790)
0 0 139 0 139
5,343 982 (633) (5,556) 136
262 473 222 17 974
1,077 1,703 (336) 175 2,619

(1) DOB calculation of State Funds excludes activity in certain miscellaneous special revenue funds that are financed primarily with

Federal funds. The activity in these funds is reflected in the All Governmental Funds Financial Plan.

(2) The Special Revenue Funds opening fund balance has been increased by $54 million to reflect the State Comptroller's
reclassification of the Expendable and Non-expendable Trust Funds from the Fiduciary fund type to the Special Revenue

fund type pursuant to GASB 34.
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CASH FINANCIAL PLAN
STATE FUNDS (1)
2004-2005
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 1,077 1,703 (336) 174 2,618
Receipts:
Taxes 32,403 4,859 1,862 9,371 48,495
Miscellaneous receipts 2,217 10,972 1,753 768 15,710
Federal grants 9 1 0 0 10
Total receipts 34,629 15,832 3,615 10,139 64,215
Disbursements:
Grants to local governments 29,493 11,131 340 0 40,964
State operations 7,565 4,917 0 10 12,492
General State charges 3,653 524 0 0 4,177
Debt service 0 0 0 3,789 3,789
Capital projects 0 11 2,538 0 2,549
Total disbursements 40,711 16,583 2,878 3,799 63,971
Other financing sources (uses):
Transfers from other funds 9,131 1,221 217 5,134 15,703
Transfers to other funds (2,908) (167) (1,002) (11,464) (15,541)
Bond and note proceeds 0 0 178 0 178
Net other financing sources (uses) 6,223 1,054 (607) (6,330) 340
Change in fund balance 141 303 130 10 584
Closing fund balance 1,218 2,006 (206) 184 3,202

Source: NYS DOB

(1) DOB calculation of State Funds excludes activity in certain miscellaneous special revenue funds that are financed primarily with
Federal funds. The activity in these funds is reflected in the All Governmental Funds Financial Plan.
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CASH FINANCIAL PLAN
STATE FUNDS
2005-2006
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 2,546 2,006 (206) 184 4,530
Receipts:
Taxes 35,304 6,057 1,941 10,341 53,643
Miscellaneous receipts 2,018 13,596 1,713 745 18,072
Federal grants 11 2 0 0 13
Total receipts 37,333 19,655 3,654 11,086 71,728
Disbursements:
Grants to local governments 31,287 13,403 281 0 44,971
State operations 8,160 5,126 0 58 13,344
General State charges 3,975 546 0 0 4,521
Debt service 0 0 0 3,701 3,701
Capital projects 0 41 3,145 0 3,186
Total disbursements 43,422 19,116 3,426 3,759 69,723
Other financing sources (uses):
Transfers from other funds 9,873 1,454 279 5,168 16,774
Transfers to other funds (3,073) (252) (866) (12,458) (16,649)
Bond and note proceeds 0 0 159 0 159
Net other financing sources (uses) 6,800 1,202 (428) (7,290) 284
Change in fund balance 711 1,741 (200) 37 2,289
Closing fund balance 3,257 3,747 (406) 221 6,819

Source: NYS DOB

DOB calculation of State funds excludes activity in certain miscellaneous special revenue funds that are financed primarily
with Federal funds. The activity in these funds is reflected in the All Governmental Funds Financial Plan.

The opening balances and personal income tax receipts have been adjusted to reflect the inclusion of the Personal Income
Tax Refund Reserve in the General Fund beginning in 2005-06 pursuant to Section 70 of the State Finance Law. This
change in presentation has no impact on net Financial Plan results.
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Opening fund balance (1)

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 sources (uses):
Transfers from other funds
Transfers to other funds

Bond and note proceeds

Net other financing sources (uses)

Change in fund balance

Closing fund balance

Source: NYS OSC (reflecting amounts published in the Cash Basis Report for 2003-04)

(1) The Special Revenue Funds opening fund balance has been increased by $54 million to reflect the State Comptroller's
reclassification of the Expendable and Non-expendable Trust Funds from the Fiduciary fund type to the

CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2003-2004
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
815 1,039 (790) 158 1,222
27,934 4,442 1,756 8,122 42,254
5,917 10,517 2,168 811 19,413
654 35,121 1,548 0 37,323
34,505 50,080 5,472 8,933 98,990
29,246 41,368 781 0 71,395
7,093 7,866 0 9 14,968
3,247 601 0 0 3,848
0 0 0 3,351 3,351
0 9 3,755 0 3,764
39,586 49,844 4,536 3,360 97,326
7,822 3,447 254 4,794 16,317
(2,479) (2,539) (1,028) (10,350) (16,396)
0 0 139 0 139
5,343 908 (635) (5,556) 60
262 1,144 301 17 1,724
1,077 2,183 (489) 175 2,946

Special Revenue fund type pursuant to GASB 34.
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2004-2005
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 1,077 2,183 (489) 175 2,946
Receipts:
Taxes 32,403 4,859 1,862 9,371 48,495
Miscellaneous receipts 2,217 11,116 1,759 768 15,860
Federal grants 9 34,491 1,721 0 36,221
Total receipts 34,629 50,466 5,342 10,139 100,576
Disbursements:
Grants to local governments 29,493 42,644 852 0 72,989
State operations 7,565 8,095 0 10 15,670
General State charges 3,653 712 0 0 4,365
Debt service 0 0 0 3,789 3,789
Capital projects 0 11 3,844 0 3,855
Total disbursements 40,711 51,462 4,696 3,799 100,668
Other financing sources (uses):
Transfers from other funds 9,131 3,613 217 5,134 18,095
Transfers to other funds (2,908) (2,796) (1,006) (11,464) (18,174)
Bond and note proceeds 0 0 178 0 178
Net other financing sources (uses) 6,223 817 (611) (6,330) 99
Change in fund balance 141 (179) 35 10 7
Closing fund balance 1,218 2,004 (454) 185 2,953

Source: NYS OSC (reflecting amounts published in the Cash Basis Report).
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2005-2006
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 2,546 2,005 (454) 184 4,281
Receipts:
Taxes 35,304 6,057 1,941 10,341 53,643
Miscellaneous receipts 2,018 13,767 1,714 745 18,244
Federal grants 11 33,363 1,766 0 35,140
Total receipts 37,333 53,187 5,421 11,086 107,027
Disbursements:
Grants to local governments 31,287 43,010 739 0 75,036
State operations 8,160 8,217 0 58 16,435
General State charges 3,975 760 0 0 4,735
Debt service 0 0 0 3,701 3,701
Capital projects 0 41 4,393 0 4,434
Total disbursements 43,422 52,028 5,132 3,759 104,341
Other financing sources (uses):
Transfers from other funds 9,873 3,856 279 5,168 19,176
Transfers to other funds (3,073) (2,826) (877) (12,458) (19,234)
Bond and note proceeds 0 0 159 0 159
Net other financing sources (uses) 6,800 1,030 (439) (7,290) 101
Change in fund balance 711 2,189 (150) 37 2,787
Closing fund balance 3,257 4,194 (604) 221 7,068

Source: NYS OSC (reflecting amounts published in the cash basis report).
The opening balances and personal income tax receipts have been adjusted to reflect the inclusion of the Personal Income

Tax Refund Reserve in the General Fund beginning in 2005-06 pursuant to Section 70 of the State Finance Law. This
change in presentation has no impact on net Financial Plan results.
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GAAP-Basis Results for Prior Fiscal Years

The Comptroller prepares Basic Financial Statements on a GAAP basis for governments as
promulgated by GASB. The Basic Financial Statements, released in July each year, include the
Statement of Net Assets and Activities, the Balance Sheet and Statement of Revenues,
Expenditures and Changes in Fund Balances for the Governmental Funds, the Statements of Net
Assets, Revenues, Expenses and Changes in Fund Net Assets and Cash Flows for the Enterprise
Funds, the Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets and the
Combining Statements of Net Assets and Activities for Discretely Presented Component Units.
These statements are audited by independent certified public accountants. The Comptroller also
prepares and issues a Comprehensive Annual Financial Report, which includes a financial
overview, the Basic Financial Statements, other supplementary information which includes
individual fund combining statements, and a statistical section. For information regarding the
State's accounting and financial reporting requirements, see the section in the AlS dated June 12,
2006 entitled "State Organization—Accounting, Financial Reporting and Budgeting.”

Both the Basic Financial Statements and Comprehensive Annual Financial Reports for prior
fiscal years can be obtained from the Office of the State Comptroller, 110 State Street, Albany,
NY 12236 or at the OSC website at www.osc.state.ny.us. The following table summarizes recent
governmental funds results on a GAAP basis.

Comparison of Actual GAAP-Basis Operating Results
Surplus/(Deficit)
(millions of dollars)

Special Debt Capital All Accum.
General Revenue Service Projects Governmental General Fund
Fiscal Year Ended Fund Funds Funds Funds Funds Surplus/(Deficit)
March 31, 2005 827 833 361 89 2,110 546
March 31, 2004 3,039 (578) 173 603 3,237 (281)
March 31, 2003 (4,221) (231) (243) 391 (4,304) (3,320
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Beginning with the fiscal year ended March 31, 2003, statements have been prepared in
accordance with GASB 34. GASB 34 has significantly affected the accounting and financial
reporting for all state and local governments. The new financial reporting model redefined the
financial reporting model by changing its focus to major funds, rather than fund types, requiring a
new section called management discussion and analysis (the “MD&A”), and containing new
government-wide financial statements which includes all revenues and all costs of providing
services each year. The new Basic Financial Statements and the MD&A are issued in place of the
general purpose financial statements. The new statements also report on all current assets and
liabilities as well as long-term assets and liabilities, such as capital assets, including infrastructure
(e.g., roads and bridges).

Summary of Net Assets
(millions of dollars)

Total
Governmental Business-Type Primary
Fiscal Year Ended Activities Activities Government
March 31, 2005 41,190 2,645 43,835
March 31, 2004 39,086 2,088 41,174
March 31, 2003 42,396 2,500 44,896

A-17



Section 1: Subsection B

“Debt and Other Financing Activities”



Debt and Other Financing Activities

Section 22-c of the State Finance Law requires the Governor to submit the five-year Capital Program
and Financing Plan (the Plan) with the Executive Budget and to submit an update to the Plan (the
“Enacted Plan”) by the later of July 30 or 90 days after the enactment of the State Budget. A copy of the
Executive Budget and the Enacted Budget Capital Program and Financing Plans can be obtained, when
available, by contacting the Division of the Budget, State Capitol, Albany, NY 12224, (518) 473-8705,
or at www.budget.state.ny.us.

Categories of State Debt and Other Financings

For purposes of analyzing the financial condition of the State, debt may be classified as State-
supported debt or the broader measure of State-related debt. State-related debt consists of
State-supported debt, where the State, subject to an appropriation, is directly responsible for paying debt
service, as well as State-guaranteed debt (to which the full faith and credit of the State has been pledged),
moral obligation financings and certain contingent-contractual obligation financings, where debt service
is expected to be paid from other sources and State appropriations are contingent in that they may be
made and used only under certain circumstances (see “State-related debt outstanding™). State-supported
debt includes general obligation debt, to which the full faith and credit of the State has been pledged, and
lease-purchase and contractual obligations of public authorities and municipalities, where the State’s legal
obligation to make payments to those public authorities and municipalities is subject to and paid from
annual appropriations made by the Legislature (see “State-supported debt”).

The State has never defaulted on any of its general obligation indebtedness or its obligations under
lease-purchase or contractual obligation financing arrangements and has never been called upon to make
any direct payments pursuant to its guarantees.

State-Related Debt Outstanding

The category of State-related debt includes the State-supported debt, contingent contractual-
obligation financings, moral obligation financings, State-guaranteed debt, and certain other debt (MBBA
Prior Year School Aid claims).
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Outstanding State-Related Debt (1)
(Millions of Dollars)

State-Supported Debt

As of 3/31/04

As of 3/31/05

As of 3/31/06

General Obligation 3,804 3,652 3,470

Local Government Assistance Corporation 4,569 4,449 4,317

Other Lease-Purchase and Contractual-Obligation

Financing Arrangements 28,605 28,138 27,067

State Personal Income Tax Revenue Bond Financing 3,336 4,461 6,323
Total State-Supported Debt 40,314 40,699 41,177
Contingent Contractual-Obligation Financing (2)

DASNY/MCFFA - Secured Hospital Program 941 871 837

Tobacco Settlement Financing Corporation 4,551 4,495 4,278
Total Contingent Contractual-Obligation Financing 5,492 5,366 5,115
Moral Obligation Financing

Housing Finance Agency (3) 345 96 58

MCFFA-Hospitals and Nursing Homes 32 16 9
Total Moral Obligation Financing 377 112 67
State-Guaranteed Debt

Job Development Authority 79 64 63
Other State Financings

MBBA Prior Year School Aid Claims 510 507 504
TOTAL STATE-RELATED DEBT 46,772 46,748 46,926

Source: Data provided by the Office of the State Comptroller for 3/31/04 and 3/31/05 and NYS Division of the Budget for 3/31/06. Presentation of
data supplied by DOB.

(1) Amounts outstanding reflect original par amounts or original net proceeds in the case of capital appreciation bonds. Amounts outstanding do
not reflect accretion of capital appreciation bonds or premiums received.

(2) Includes bonds issued for the Secured Hospital Program and bonds issued by the Tobacco Settlement Financing Corporation, for which the
State's contingent obligation, subject to annual appropriation, is to provide funds for debt service in the event there is a shortfall of revnues from
other specified sources.

(3) Includes bonds issued for Co-Op City which had outstanding debt as follows: 3/31/04 $193 million, 3/31/05 and 3/31/06 $0.

State-Supported Debt Outstanding

State-supported debt includes general obligation debt, to which the full faith and credit of the State
has been pledged, and lease-purchase and contractual obligations of public authorities and municipalities,
where the State’s legal obligation to make payments to those public authorities and municipalities is
subject to and paid from annual appropriations made by the Legislature.

General Obligation Financings

Under the State Constitution, the State may not, with limited exceptions for emergencies, undertake a
long-term general obligation borrowing (i.e. borrowing for more than one year) unless the borrowing is
authorized in a specific amount for a single work or purpose by the Legislature and approved by the
voters. There is no constitutional limitation on the amount of long-term general obligation debt that may
be so authorized and subsequently incurred by the State. However, the Debt Reform Act of 2000 (Debt
Reform Act) imposed statutory limitations on new State-supported debt issued on and after April 1, 2000.
The State Constitution provides that general obligation bonds must be paid in equal annual principal
installments or installments that result in substantially level or declining debt service payments, mature
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within 40 years after issuance, and begin to amortize not more than one year after the issuance of such
bonds. However, general obligation housing bonds must be paid within 50 years after issuance, with
principal commencing no more than three years after issuance. Regardless, the Debt Reform Act limits
the maximum term of State-supported bonds, including general obligation bonds, to thirty years (see
“Limitations on State-supported Debt — Debt Reform Act of 2000” below).

Under the State Constitution, the State may undertake short-term borrowings without voter approval
(i) in anticipation of the receipt of taxes and revenues, by issuing tax and revenue anticipation notes
(TRANS), and (ii) in anticipation of the receipt of proceeds from the sale of duly authorized but unissued
general obligation bonds, by issuing bond anticipation notes (BANs). TRANs must mature within one
year from their date of issuance and cannot be refunded or refinanced beyond such period. However,
since 1990, the State's ability to issue TRANSs has been limited due to the enactment of the fiscal reform
program which created LGAC (see "Local Government Assistance Corporation™ below). BANs may only
be issued for the purposes and within the amounts for which bonds may be issued pursuant to voter
authorizations, and must be paid from the proceeds of the sale of bonds in anticipation of which they were
issued or from other sources within two years of the date of issuance or, in the case of BANs for housing
purposes, within five years of the date of issuance. In order to provide flexibility within these maximum
term limits, the State had previously utilized the BANs authorization to conduct a commercial paper
program to fund disbursements eligible for general obligation bond financing. The State does not
anticipate issuing BANSs during the 2006-07 fiscal year.

General Obligation Bonds Outstanding

General obligation debt is currently authorized for transportation, environment and housing
purposes. Transportation-related bonds are issued for State and local highway and bridge improvements,
aviation, mass transportation, rail, canal, port and waterway programs and projects. Environmental bonds
are issued to fund environmentally-sensitive land acquisitions, air and water quality improvements,
municipal non-hazardous waste landfill closures and hazardous waste site cleanup projects. The amount
of general obligation bonds issued in the 2005-06 fiscal year (excluding refunding bonds) was $159
million, and as of March 31, 2006, the total amount of general obligation debt outstanding was $3.5
billion. The following table sets forth information regarding the levels of authorized, unissued and
outstanding State general obligation debt by purpose as of March 31, 2006. The Enacted Capital Plan
projects that approximately $236 million in general obligation bonds will be issued in 2006-07.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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State General Obligation Debt
As of March 31, 2006
(millions of dollars) (1)

Purpose/Year Authorized
Transportation Bonds:
Transportation Capital Facilities (1967)
Highways
Mass Transportation
Aviation
Rail Preservation (1974)
Energy Conservation Through Improved Transportation (1979)
Local Streets and Highways
Rapid Transit and Rail Freight
Rebuild New York Through Transportation
Infrastructure Renewal (1983)
Highway Related Projects
Rapid Transit, Rail and Aviation Projects
Ports, Canals, and Waterways
Accelerated Capacity and Transportation
Improvements of the Nineties (1988)
Rebuild & Renew New York Transportation Bonds (2005)
Highway Facilities
Mass Transit - Metropolitan Transportation Authority

Total Transportation Bonds

Environmental Bonds:
Park and Recreation Land Acquisition (1960)
Pure Waters (1965)
Outdoor Recreation Development (1966)
Environmental Quality (1972)
Water
Air
Land and Wetlands
Environmental Quality (1986)
Solid Waste Management
Land and Forests
Clean Water/Clean Air (1996)
Safe Drinking Water
Clean Water
Solid Waste
Environmental Restoration
Air Quality
Total Environmental Bonds

Housing Bonds:

Low-Income Housing (through 1958)
Middle-Income Housing (through 1958)
Urban Renewal (1958)

Total Housing Bonds

Education Bonds:

Higher Education Facilities (1957)

TOTAL GENERAL OBLIGATION DEBT

Source: Office of the State Comptroller
(1) Amounts have been rounded to the nearest million.

Total Authorized Total Debt
Authorized but Unissued Qutstanding
1,250 0 0
1,000 0 64
250 0 43
250 0 35
100 0 0
400 1 37
1,064 24 8
137 0 40
49 0 1
3,000 34 916
1,450 1,443 7
1,450 1,410 40
10,400 2,912 1,191
100 1 0
1,000 29 131
200 0 0
650 7 176
150 9 36
350 12 74
1,200 99 684
250 4 96
355 0 186
790 274 461
175 16 127
200 164 28
230 38 127
5,650 653 2,126
960 8 93
150 1 60
25 2 0
1,135 11 153
250 0 0
17,435 3,576 3,470
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State-Supported Lease-Purchase and Contractual-Obligation Financings

The State utilizes certain long-term financing mechanisms, lease-purchase and contractual-obligation
financings which involve obligations of public authorities or municipalities where debt service is payable
by the State, but which are not general obligations of the State. Under these financing arrangements,
certain public authorities and municipalities have issued obligations to finance certain payments to local
governments (see “Local Government Assistance Corporation” below), various capital programs,
including those which finance the State's highway and bridge program, SUNY and CUNY educational
facilities, health and mental hygiene facilities, prison construction and rehabilitation, economic
development projects, State buildings and housing programs, and equipment acquisitions, and expect to
meet their debt service requirements through the receipt of rental or other contractual payments made by
the State.

Debt service payable to certain public authorities from State appropriations for such lease-purchase
and contractual obligation financings may be paid from general resources of the State or from dedicated
tax and other sources (e.g., State personal income taxes, motor vehicle and motor fuel related-taxes,
dormitory facility rentals, and patient charges). Although these financing arrangements involve a
contractual agreement by the State to make payments to a public authority, municipality or other entity,
the State's obligation to make such payments is generally expressly made subject to appropriation by the
Legislature and the actual availability of money to the State for making the payments.

The State expects to continue to use lease-purchase and contractual-obligation financing
arrangements to finance its capital programs, and expects to finance many of these capital programs with
State PIT Revenue Bonds (see “State Personal Income Tax Revenue Bond Financing” below). The
Enacted Capital Plan projects that $4.8 billion of State PIT Revenue Bonds, $92 million of SUNY
Dormitory Facilities Revenue Bonds, $312 million of Mental Health Facilities Improvement Revenue
Bonds and $21 million of DOH Revenue Bonds will be issued in 2006-07. The Enacted Capital Plan also
reflects the issuance of $768 million of Dedicated Highway and Bridge Trust Fund Bonds.

Some of the major capital programs financed by lease-purchase and contractual-obligation
agreements are highlighted below.

Transportation. The State DOT is primarily responsible for maintaining and rehabilitating the
State’s system of highways and bridges, which includes 40,000 State highway lane miles and 7,500 State
bridges. The Department also oversees and funds programs for rail, port, transit and aviation projects and
programs that help defray local capital expenses associated with road and bridge projects.

The 2005-2010 Transportation Capital Plan continues to reflect a five-year DOT capital plan and a
five-year MTA capital plan of $17.9 billion each. The Transportation Capital Plan includes the entire
DOT plan, but only reflects the portion of the MTA capital plan that is financed by State-supported
bonds. The balance of the MTA capital plan is financed by a combination of other State, City and MTA
resources (see below). To partially fund the new DOT and MTA plans, the voters passed a $2.9 billion
Rebuild and Renew New York Transportation General Obligation Bond Act in November 2005.
Proceeds from the Bond Act are divided equally between the DOT and the MTA capital programs ($1.45
billion for each program). Additional resources still need to be identified in the outyears of the plan to
support the DOT and MTA capital plans.

DOT’s programs are financed by a combination of Federal grants, pay-as-you-go capital and bond
proceeds supported by the Dedicated Highway and Bridge Trust Fund, and revenues from the Dedicated
Mass Transportation Trust Fund. Legislation has been periodically adopted to increase the deposit of
revenues into the Dedicated Highway and Bridge Trust Fund and the Dedicated Mass Transportation
Trust Fund to meet program needs. In addition, general obligation bond acts have been used to support
capital transportation spending.
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The State has supported the capital plans of the MTA in part by entering into service contracts
relating to certain State-supported bonds issued by the MTA. Legislation adopted in 1992 and 1993 also
authorized payments, subject to appropriation, of a portion of the petroleum business tax from the State's
Dedicated Mass Transportation Trust Fund to the MTA and authorized it to be used as a source of
payment for non-State-supported bonds to be sold by the MTA to support its capital program. Legislation
adopted in 2000 provided for increases in amounts dedicated to the MTA through the Dedicated Mass
Transportation Trust Fund by increasing the portion of the petroleum business tax and other
transportation-related taxes and fees that would flow to that Fund between 2000-01 and 2004-05. In
2002, the MTA implemented an overall debt restructuring program that included the State-supported
service contract bonds and the non-State-supported Dedicated Mass Transportation Trust Fund bonds.
The restructuring simplified and restructured MTA credits, modernized resolutions and restructured
existing debt to create new capital capacity and better match the bond maturities with the useful lives of
the projects financed. See the section entitled "Authorities and Localities™ for additional information
about MTA.

Education. The State finances the physical infrastructure of SUNY and CUNY and their respective
community colleges and SED through direct State capital spending and through financing arrangements
with the Dormitory Authority of the State of New York (DASNY), paying all capital costs of the senior
colleges and sharing equally with local governments for the community colleges, except that SUNY
dormitories are financed through dormitory fees. The Enacted Capital Plan also includes language
amendments to the Higher Education Capital Matching Grants Program which will streamline the
financing of capital projects at private colleges. Also included in the Financial Plan is $2.6 billion in new
bond issuances to support school construction projects for the Expanding our Children’s Education and
Learning (EXCEL) program.

The 34 SUNY senior colleges and 30 SUNY community college campuses include approximately
2,700 buildings, including classrooms, dormitories, libraries, athletic and student facilities and other
buildings. Nearly 85 percent of these structures exceed 20 years of age. Together with the 30 SUNY
community colleges, the SUNY system serves approximately 413,000 students. The CUNY system is
comprised of 11 senior colleges and 6 community colleges that serve more than 223,000 students.

Mental Hygiene/Health. The State provides care for its citizens with mental illness, mental
retardation and developmental disabilities, and for those with chemical dependencies, through the Office
of Mental Health (OMH), the Office of Mental Retardation and Developmental Disabilities (OMRDD)
and the Office of Alcoholism and Substance Abuse Services (OASAS). Capital investments for these
programs are primarily supported by patient revenues through financing arrangements with DASNY.
Historically, this care has been provided at large State institutions. Beginning in the 1980s, the State
adopted policies to provide institutional care to those most in need and to expand care in community
residences.

OMH's capital program supports an institutional physical plant consisting of 22 campuses with over
1,000 buildings as well as a State and non-profit operated community network of more than 28,000 beds.
The overall policy direction of this program has limited institutional capital projects to those that are
necessary to ensure the health and safety of clients and staff, retain program accreditation, and maintain
the condition of existing facilities. In addition, the program supports the preservation of existing State
and community beds and the development of new non-profit operated community beds.

OMRDD's capital program supports a State institutional infrastructure comprising 14 service
districts with approximately 350 buildings, and a State- and non-profit operated community network of
over 33,000 beds. The program continues the recent shift in emphasis from the development of new
facilities (primarily in the community) to the improvement and maintenance of existing State and
non-profit infrastructure.
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As the need for institutional beds has declined over recent years, both OMH and OMRDD have
consolidated, reconfigured or closed many of their campuses, permitting the planned development of
alternate uses for the surplus facilities.

Various capital programs for DOH facilities have also been financed by DASNY using patient
revenues and contractual-obligation financing arrangements.

Public Protection. The State prison system houses approximately 63,100 inmates in 70 facilities
with 3,800 buildings. With the completion of the Five Points Correctional Facility in 2000 marking the
end of the most recent capacity expansion effort, the capital program has shifted its focus to critical
physical plant maintenance and rehabilitation projects.

Equipment Acquisitions. Subject to legislative authorization, the State may also participate in the
issuance of certificates of participation (COPs) in a pool of leases entered into by the State’s OGS on
behalf of several State departments and agencies to acquire equipment, or in certain cases, real property,
to facilitate the delivery of services that achieve the mission of agencies. Legislation enacted in 1986
established restrictions upon the issuance of COPs and centralized State control of this equipment
acquisition program. COPs represent the State's contractual obligation, subject to annual appropriation by
the Legislature and availability of funds, to make installment or lease-purchase payments for the State's
acquisition of such equipment or real property. The State has not issued COPs since 2001 and expects
that State PIT Revenue Bonds will be used to finance the acquisition of equipment under this program in
2006-07.

Other Programs. The State also uses lease-purchase and contractual-obligation financing
arrangements for the institutional facilities of OCFS (formerly known as the Division for Youth), the
State's housing programs, and various environmental, economic development, and State building
programs.

Local Government Assistance Corporation

In 1990, as part of a State fiscal reform program, legislation was enacted creating LGAC, a public
benefit corporation empowered to issue long-term obligations to fund certain payments to local
governments that had been traditionally funded through the State's annual seasonal borrowing. The
legislation also dedicated revenues equal to the first 1 percent of the State sales and use tax to pay debt
service on these bonds. As of June 1995, LGAC had issued State-supported bonds and notes to provide
net proceeds of $4.7 billion, completing the program. The issuance of these long-term obligations, which
are to be amortized over no more than 30 years, was expected to eliminate the need for continued
short-term seasonal borrowing.

The legislation also eliminated annual seasonal borrowing of the State except in cases where the
Governor and the legislative leaders have certified the need for additional seasonal borrowing, based on
emergency or extraordinary factors or factors unanticipated at the time of adoption of the budget, and
provided a schedule for eliminating it over time. Any seasonal borrowing is required by law to be
eliminated by the fourth fiscal year after the limit was first exceeded (i.e., no TRANs seasonal borrowing
in the fifth year). This provision limiting the State’s seasonal borrowing practices was included as a
covenant with LGAC's bondholders in the General Bond Resolution and General Subordinate Lien Bond
Resolution authorizing such bonds. No restrictions were placed upon the State’s ability to issue deficit
notes.

The impact of the LGAC reforms, as well as other changes in revenue and spending patterns, is that
the State has been able to meet its cash flow needs throughout the fiscal year without relying on
short-term seasonal borrowings.

Legislation enacted in 2003 currently requires LGAC to certify, in addition to its own cash needs,
$170 million annually to provide an incentive for the State to seek an annual appropriation to provide
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local assistance payments to New York City or its assignee. In May 2004, LGAC amended its General
Bond Resolution and General Subordinate Lien Bond Resolution to make clear that any failure to certify
or make payments to the City or its assignee has no impact on LGAC’s own bondholders; and that if any
such act or omission were to occur with respect to any possible bonds issued by NYC or its assignee, that
act or omission would not constitute an Event of Default with respect to LGAC bonds. The 2006-07
Enacted Budget includes a local assistance appropriation of $170 million from the Local Government
Assistance Tax Fund to New York City.

State Personal Income Tax Revenue Bond Financing

Legislation enacted in 2001 provided for the issuance of State PIT Revenue Bonds by the Urban
Development Corporation (UDC), Housing Finance Agency (HFA), the New York State Thruway
Authority (Thruway Authority), DASNY, and the New York State Environmental Facilities Corporation
(EFC) (collectively, the “Authorized Issuers™).

The legislation provided that 25 percent of State PIT receipts (excluding refunds owed to taxpayers
and deposits to the STAR Fund) be deposited to the Revenue Bond Tax Fund (RBTF) for purposes of
making debt service payments on these bonds, with excess amounts returned to the General Fund. In the
event that (i) the State Legislature fails to appropriate amounts required to make all debt service payments
on the State PIT Revenue Bonds or (ii) having been appropriated and set aside pursuant to a certificate of
the Director of the Budget, financing agreement payments have not been made when due on the State PIT
Revenue Bonds, the legislation requires that PIT receipts continue to be deposited to the RBTF until
amounts on deposit in the Fund equal the greater of (i) 25 percent of annual PIT receipts or (ii) $6 billion.

The first State PIT Revenue Bonds were issued on May 9, 2002, and since that time, all of the
Authorized Issuers have issued State PIT Revenue Bonds. To date, State PIT Revenue Bonds have been
issued to support programs related to five general purposes: Education, Economic Development and
Housing, Environment, State Facilities and Equipment and Transportation. The Enacted Capital Plan
anticipates that State PIT Revenue Bonds will be issued for a sixth general purpose — Health Care, to
support the Health Care Efficiency and Affordability Law for New Yorkers (Heal NY) Capital Grant
Program. State PIT Revenue Bonds are expected to continue to be the primary financing vehicle for a
broad range of existing or new State-supported debt programs authorized to be secured by service
contract or lease-purchase payments. The following table shows the amount of State PIT Revenue Bonds
outstanding by general purpose. As of March 31, 2006, approximately $6.3 billion of State PIT Revenue
Bonds were outstanding. Those outstanding State PIT Revenue Bonds are also included in the respective
capital programs in the Outstanding State-related debt table shown below. The 2006-07 Enacted Budget
projects that $4.8 billion of State PIT Revenue Bonds will be issued in 2006-07 (see “2006-07 State-
supported Borrowing Plan” below).

Outstanding State Personal Income Tax Revenue Bonds
(millions of dollars)

As of 3/31/04 As of 3/31/05 As of 3/31/06

State Personal Income Tax Revenue Bonds

Education 702 784 1,842

Economic Development & Housing 1,037 1,299 1,520

Environment 156 317 460

State Facilities & Equipment 864 1,159 1,400

Transportation 577 902 1,101
Total State Personal Income Tax Revenue Bonds 3,336 4,461 6,323

Source: NYS Division of the Budget



State-Related Debt
State Bond Caps and Debt Outstanding by Program

The following table shows the total amount of State-related debt outstanding as of March 31, 2006
by program and by issuer. Also included in the table are the amount of bonds authorized and bonds
authorized but unissued. The bond authorization amounts and related unissued amounts have been
updated through May 12, 2006 to include all legislative actions taken on the 2006-07 Enacted Budget.
The table includes bond information for general obligation, LGAC, lease-purchase and
contractual-obligation bonds. The information provided in the table for lease-purchase and contractual-
obligation debt includes outstanding State PIT Revenue Bonds that have been issued to finance many of
the capital programs included therein (see “State Personal Income Tax Revenue Bond Financing”). Debt
authorizations for capital programs are either approved or enacted all at one time and are expected to be
fully issued over time, or are enacted annually by the Legislature and are usually consistent with bondable
capital projects appropriations. Authorization does not, however, indicate intent to sell bonds for the
entire amount of those authorizations, because capital appropriations often include projects that do not
materialize or are financed from other sources.
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Outstanding State-Related Debt (1)
As of March 31, 2006
(millions of dollars)

Authorized
Authorized but Unissued QOutstanding
As of 5/12/06 As of 5/12/06 (3) As of 3/31/06 (4)
GENERAL OBLIGATION (2) 17,435 3,576 3,470
LOCAL GOVERNMENT ASSISTANCE CORP. 4,700 0 4,317
OTHER LEASE-PURCHASE AND CONTRACTUAL
OBLIGATION FINANCING ARRANGEMENTS
Transportation:
MTA:
Service Contract Bonds Note (5) Note (5) 2,311
Thruway Authority:
Consolidated Highway Improvement Program 5,710 1,809 3,052
Dedicated Highway & Bridge Trust 16,500 8,289 5,555
DASNY:
Albany County Airport 40 1 32
Education:
DASNY:
SUNY Educational Facilities (6) 7,073 3,419 4,663
SUNY Dormitory Facilities (7) 800 449 688
SUNY Upstate Community Colleges 301 182 529
CUNY Educational Facilities (8) 5,632 2,225 3,296
State Education Department Facilities (9) 0 0 65
Library for the Blind 16 0 15
SUNY Athletic Facilities 22 0 23
RESCUE 195 0 152
University Facilities (Jobs 2000) 48 12 27
School District Capital Outlay Grants 140 40 67
Judicial Training Institute 16 0 13
Transportation Transition Grants 80 12 55
Public Broadcasting Facilities 15 10 5
Higher Education Capital Matching Grants 150 150 0
Excel School Construction 2,600 2,600 0
Library Facilities 14 14 0
Health/Mental Hygiene:
DASNY/MCFFA:
Department of Health Facilities 495 24 396
Mental Health Facilities (10) 5,857 1,056 3,677
HEAL NY Capital Program 750 750 0
Public Protection
UDC\ESDC:
Prison Facilities 5,000 332 4,107
Homeland Security 25 1 21
Youth Facilities 329 81 181
E-911 Program 100 65 32
Environment:
EFC:
Environmental Infrastructure Projects (11) 457 102 324
Hazardous Waste Remediation 1,200 1,052 138
Riverbank State Park 78 18 54
Water Pollution Control 482 42 154
Pilgrim Sewage Treatment 0 0 7
State Park Infrastructure 30 0 8
Fuel Tanks 23 0 3
Pipeline for Jobs (Jobs 2000) 29 3 22
ERDA:
Western New York Nuclear Service Center 104 0 17
UDC\ESDC:
Long Island Pine Barrens 15 0 11
State Building/Equipment:
UDC\ESDC:
Empire State Plaza 133 10 36
State Capital Projects (1995 Refunding) 200 0 204
State Facilities Note (12) Note (12) 272
Equipment Acquisition (13) 273 118 179

(Continued on next page)
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Outstanding State-Related Debt (1)
As of March 31,2006
(millions of dollars)
Authorized
Authorized but Unissued Outstanding
As of 5/12/06 As of 5/12/06 (3) As of 3/31/06 (4)

Housing:
HFA:
Capital Programs 1,891 163 1,398
Economic Development:
Triborough Bridge and Tunnel Authority:

Convention Center Project (JAVITS/Prior Issue) 375 0 214
UDC\ESDC\DASNY:
Community Enhancement Facilities (CEFAP) 425 109 (14) 108
University Technology Centers (incl. HEAT) 248 13 128
Onondaga Convention Center 40 0 35
Sports Facilities 145 0 120
Natural Resources Preservation 25 0 5
Child Care Facilities 30 1 26
Bio-Tech Facilities 10 10 0
Strategic Investment Program 225 71 59
Regional Economic Development (Fund 002) (15) 1,200 341 720
NYS Economic Development (2004) (16) 350 200 147
Regional Economic Development (CCAP) (2004) (17) 250 250 0
High Technology and Development (2005) 250 250 0
Regional Economic Development (SPUR) 90 56 33
Buffalo Inner Harbor 50 50 0
Jobs Now 14 1 6
Economic Development 2006 (18) 996 996 0
Convention Center Project (JAVITS/New Issues '06) 350 350 0
Queens Stadium 75 75 0
Bronx Stadium 75 75 0
NYS Economic Development (Stadium '06) 75 75 0
Total Other Lease Purchase and Contractual Obligation Debt 33,390
TOTAL STATE-SUPPORTED DEBT 41,177
Other State Financings:
Tobacco Settlement Financing Corporation Bonds 4,278
MBBA Special Purpose School Aid Bonds 504
Other (19) 967
TOTAL STATE-RELATED DEBT 46,926

Source: NY'S Division of the Budget

(1) Includes only authorized programs that are active at March 31, 2006 or have outstanding program balances or both.

(2) Includes the authorized $2.9 bilion Rebuild and Renew New York Transportation General Obligation Bond Act, approved by the voters in
November 2005.

(3) Amounts issued may exceed the stated amount authorized by premiums, by providing for the cost of issuance, reserve fund requirements
and, in certain circumstances, refunding bonds. In some cases, Authorized but Unissued bond cap amounts have been reduced by the
higher of (1) net bond proceeds available to fund program, or (2) par amount of bonds issued.

(4) Amounts outstanding reflect original par amounts or original net proceeds in the case of capital appreciation bonds.

(5) Authorization is limited to $165 million in annual debt service maturing no later than July 1, 2031.

(6) Authorization also includes any amount necessary to refund outstanding Housing Finance Agency (HFA) State University Construction
Bonds, all of w hich have been refunded.

(7) Authorization applies to bonds issued after March 31, 2002, prior to that date there w as no limit.

(8) The amount outstanding includes the State's portion of CUNY Community Colleges debt service. New York City pays 50 percent of the
debt service on most on CUNY CC bonds. The total amount authorized for CUNY Senior Colleges was unlimited for resolutions adopted prior
to 7/1/85 and limited to $5.632 billion for both CUNY Senior and CUNY Community Colleges for resolutions adopted after 7/1/85.

(9) Legislation enacted in May 2002 prohibits further issuance of bonds for this purpose, except for refunding purposes.

(10) Authorization also includes any amount necessary to refund outstanding HFA Mental Hygiene bonds, all of w hich have been refunded.
(11) Includes bonds issued for West Valley, DEC Environmental Infrastructure Projects, Environmental Protection Fund, Onondaga Lake,
Office of Parks and Recreation and Historic Preservation.

(12) Includes bonds issued for the OSC Buildings, East Parking Garage, Ten Eyck Building, OGS Capital Projects, Elk Street Parking Garage,
the Alfred E. Smith Office Building, Judiciary Court buildings, the Division of Military and Naval Affairs and New York State Police Troop G.
There is no limit for the amount of bonds that may be issued for the OSC building, East Parking Garage, and the Ten Eyck office building.
(13)Authorized amounts includes Certificates of Participation, w hich have been issued as bonds after March 31, 2003.

(14) Amounts authorized but unissued are reduced by $28.2 million, reflecting the use of $28.2 in Debt Reduction Reserve Fund (DRRF)
moneys to pay-as-you-go finance of a portion of the total $425 million CEFAP program.

(15) Includes bonds issued for Community Capital Assistance Program (CCAP), Rebuilding the Empire State Through Opportunities in Regional
Economies Program (RESTORE), Empire Opportunity Fund (EOF), Generating Employment Through New York Science Program (Gen*NY *sis),
Multi-Modal Transportation Program, and Center of Excellence Program. (Law s of 2002)

(16) Includes bonds issued for the Empire Opportunity Fund, RESTORE and CCAP (Law s of 2004).

(17) Includes bonds to be issued for economic development projects outside cities of 1 million or more in population (Law s of 2004).

(18) Includes bonds to be issued for economic development and environmental projects from the Law s of 2006.

(19) Includes bonds issued for Secured Hospital Program, Housing Finance Agency, MCFFA-Hospitals and Nursing Homes and the Job
Development Authority.
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Contingent Contractual-Obligation Financing

The State may also enter into statutorily authorized contingent contractual-obligation
financings under which the State may enter into service contracts obligating it to pay debt service
on bonds, subject to annual appropriation, in the event there are shortfalls in revenues from other
non-State resources pledged or otherwise available, to pay the debt service on the bonds. The
State has never been required to make any payments, and does not expect to make payments,
under this financing arrangement in the 2006-07 fiscal year.

Secured Hospital Program

Pursuant to legislation enacted in 1985, the State entered into service contracts establishing a
contingent contractual-obligation under financings related to the Secured Hospital Program for
the purpose of enabling certain financially distressed not-for-profit hospitals to gain access to the
capital markets. The State service contracts obligate the State to pay debt service, subject to
annual appropriations, on bonds issued by the New York State Medical Care Facilities Finance
Agency (MCFFA) and by DASNY (all now included as debt of DASNY), in the event there are
shortfalls of revenues from other sources, which include hospital payments made under loan
agreements between DASNY and the hospitals, and certain reserve funds held by the applicable
trustees for the bonds. As of March 31, 2006, there were ten secured hospital borrowers and a
total of $837.1 million in bonds outstanding with annual debt service payments of $86.6 million
due during State fiscal year 2006-07. The State has never been required to make any payments
pursuant to this financing arrangement.

The statutory authorization to issue bonds under the Secured Hospital Program expired on
March 1, 1998. However, legislation enacted in 2002 allowed certain eligible secured hospital
borrowers with outstanding secured hospital debt to refinance and extend the maturity of their
debt. Under this authorization, two eligible borrowers, North General Hospital and Catskill
Regional Medical Center, the successor to Community General Hospital of Sullivan County,
refinanced its outstanding debt. As of March 31, 2006, there were $138.1 million in outstanding
secured hospital bonds attributable to North General Hospital, with annual debt service payments
of $11.8 million due during State fiscal year 2006-07 and $51.4 million in outstanding secured
hospital bonds attributable to Catskill Regional Medical Center, with annual debt service
payments of $5.1 million due during State fiscal year 2006-07. The legislative authorization for
such refinancings expired on December 31, 2004.

In regard to St. Agnes Hospital, DASNY obtained a Judgment of Foreclosure and Sale
against St. Agnes on October 22, 2004 and sold the property subject to DASNY’s mortgage at a
sale of foreclosure on December 14, 2004. The net proceeds of the foreclosure sale, along with
reserve funds established for the bonds and other resources, were applied in February 15, 2005 to
the redemption of all outstanding bonds. Thus, the State no longer has a contingent contractual
obligation related to St. Agnes Hospital.

The State anticipates that the annual debt service payments due during the State’s 2006-07
fiscal year on all outstanding Secured Hospital Program bonds will be paid pursuant to the loan
agreements between the hospitals and DASNY or from other revenue sources, which may include
the reserve funds for the bonds. Thus, the State does not anticipate being required to make any
payments under the Secured Hospital Program during the 2006-07 fiscal year.
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Tobacco Settlement Financing Corporation

Legislation enacted in 2003 authorized the State to securitize all of its tobacco settlement
payments to the Tobacco Settlement Financing Corporation (TSFC, a corporation created under
the legislation that is a subsidiary of the Municipal Bond Bank Agency) through an asset-backed
securitization transaction. To lower costs, the legislation authorized the State to enter into
contingency contracts obligating the State to pay debt service, subject to annual appropriations,
on the TSFC bonds in the event that tobacco receipts and bond reserves are insufficient. To
ensure that State contractual payments will not be required and that tobacco receipts and bond
reserves are sufficient to pay debt service, the TSFC bonds were structured to meet or exceed all
rating agency tobacco bonds stress tests. The $4.2 billion of upfront payments received by the
State from the securitization were used to help restore State budget balance in 2003-04 ($3.8
billion) and 2004-05 ($400 million). As of March 31, 2006, approximately $4.278 billion in
TSFC bonds were outstanding.

The bonds carry a final nominal maturity of 20 years and an expected final maturity of 13
years, based on optional redemptions. The expected final maturity may deviate due to the
optional nature of the redemptions and adjustments to tobacco settlement payments due from
participating manufacturers.  Various manufacturers, including the original participating
manufacturers, have adjusted payments downward or indicated that they plan on adjusting
subsequent payments downward to states and territories, or otherwise have deposited or will
deposit payments into a special disputed payments account awaiting determination of entitlement
to adjustments.

Moral Obligation Financings

Moral obligation financing generally involves the issuance of debt by a public authority to
finance a revenue-producing project or other activity. The debt is secured by project revenues
and includes statutory provisions requiring the State, subject to appropriation by the Legislature,
to make up any deficiencies which may occur in the issuer's debt service reserve fund. There has
never been a payment default on any moral obligation debt of any public authority. The State
does not intend to increase statutory authorizations for moral obligation bond programs. From
1976 through 1987, the State was called upon to appropriate and make payments totaling $162.8
million to make up deficiencies in the debt service reserve funds of HFA pursuant to moral
obligation provisions. In the same period, the State also expended additional funds to assist the
Project Finance Agency, UDC and other public authorities which had moral obligation debt
outstanding. The State has not been called upon to make any payments pursuant to any moral
obligations since the 1986-87 fiscal year and no such requirements are anticipated during the
2006-07 fiscal year.

State-Guaranteed Financings

Pursuant to specific constitutional authorization, the State may also directly guarantee
certain public authority obligations. Payments of debt service on State-guaranteed bonds and
notes are legally enforceable obligations of the State. The only current authorization provides for
the State guarantee of the repayment of certain borrowings for designated projects of the New
York State Job Development Authority (JDA). The State has never been called upon to make any
direct payments pursuant to any such guarantees.
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Due to concerns regarding the economic viability of its programs, JDA's loan and loan
guarantee activities were suspended in 1995. JDA resumed its lending activities in 1997 under a
revised set of lending programs and underwriting guidelines. In February of 2003, JDA issued
$30 million of State Guaranteed Commercial Paper Notes of which $15 million is outstanding as
of March 31, 2006. In April 2004, JDA issued approximately $42.4 million of State-guaranteed
bonds to refinance certain of its outstanding bonds and notes in order to restructure and improve
JDA'’s capital finances. As of March 31, 2006, JDA had approximately $48.3 million of bonds
outstanding. It is anticipated that the audit report as of March 31, 2006 will indicate that JDA
will have a positive fund (net worth) balance. The State does not anticipate that it will be called
upon to make any payments pursuant to the State guarantee in the 2006-07 fiscal year.

The following table contains information on the amounts of State-related debt at the close of
the three most recent fiscal years, including the levels of State-supported debt, contingent
contractual-obligation financing, moral obligation financing, State-guaranteed debt, and State
funded financings.

State-Related Debt Long-Term Trends

The following table provides an overview of State-related debt trends during the last ten
years and an estimate for the current year. The table compares (1) the growth in State-related
debt with the growth in personal income in the State and (2) the growth in State-related debt with
the number of State residents. Total outstanding State-related debt increased from $37.5 billion at
the end of the 1996-97 fiscal year to $46.9 billion at the end of the 2005-06 fiscal year, an
average annual increase of 2.53 percent. During the first five years of this ten-year period,
State-related debt outstanding increased by an annual average rate of 0.78 percent and over the
remaining five years of the period the annual average growth in State-related debt outstanding has
increased to 3.95 percent. During the ten-year period, annual personal income in the State rose
from $531.0 billion to $779.9 billion, an average annual increase of 4.36 percent. Thus,
State-related obligations grew at a slower rate than personal income. Expressed in other terms,
the total amount of State-related debt outstanding declined from 7.06 percent to 6.04 percent of
personal income for the same period. State-related debt is expected to increase slightly in 2006-
07 to 6.19 percent of personal income.
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State-Related Debt Compared with Personal Income and Population
As of March 31, 2006

State-
State- Related
NYS Total Related Debt State-
Personal State Debt As % of Related
Income Population Outstanding Personal 'Debt/Capita
Fiscal Year ($billions)(1) ($millions)(1) ($millions)(2) Income (In Dollars)
1996-97 530,990 18.6 37,478.0 7.1% 2,016
1997-98 553,543 18.7 36,999.0 6.7% 1,983
1998-99 590,406 18.8 37,740.0 6.4% 2,012
1999-2000 616,292 18.9 38,584.0 6.3% 2,043
2000-01 655,583 19.0 38,663.0 5.9% 2,037
2001-02 682,206 19.1 38,603.0 5.7% 2,023
2002-03 684,070 19.2 40,531.0 5.9% 2,116
2003-04 701,852 19.2 46,772.0 6.7% 2,434
2004-05 737,039 19.2 46,748.0 6.3% 2,431
2005-06 779,941 19.3 46,926.0 6.0% 2,437
2006-07 projected 825,922 19.3 50,683.0 6.1% 2,631

Source: NYS Division of the Budget. Debt outstanding data provided by the Office of the State Comptroller.

(1) For calendar year ending in State's fiscal year. Based on US Department of Commerce, Bureau of Economic Analysis (BEA)
data through March, 2006. Personal income for 2005 estimated by the BEA and 2006 estimated by the Division of the Budget.

(2) Starting in 2003-04, debt outstanding includes the issuance of tobacco bonds, which are primarily secured by the assignment of
future revenues under the 1998 Master Settlement Agreement with participating cigarette manufacturers,

and secondarily secured by a State contingent-contractual obligation.

State-Related Debt Service Requirements

The table following presents the current and future debt service (principal and interest)
requirements on State-Related debt outstanding as of March 31, 2006. The requirements of
LGAC and other financing obligations of public authorities are the gross amounts due from the
authorities to bondholders within the fiscal year when such authorities make the payments. The
amounts shown do not reflect other associated costs or revenues anticipated to be available, such
as interest earnings, capitalized interest or debt service reserve fund releases. Thus, the
requirements shown are generally in excess of the amounts expected to be actually paid by the
State during its fiscal year.
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Debt Service Requirements on State-Related Debt

Total

State-Related
Debt Service

As of March 31, 2006

Total Governmental
Funds Receipts

State-Related
Debt Service
as a %of
Total Governmental
Funds Receipts

State-Related
Debt Service
as a %of
Total Governmental
Funds Receipts

Fiscal Year (dollars in millions)  (dollars in millions) (includes DRRF) (excludes DRRF)
1996-97 3,684 62,886 5.86% 5.86%
1997-98 3,737 66,246 5.64% 5.64%
1998-99 3,738 72,551 5.15% 5.15%
1999-2000 3,887 76,804 5.06% 5.06%
2000-01 4,368 (1) 83,527 5.23% 4.72%
2001-02 4,437 (2) 84,312 5.26% 4.67%
2002-03 3,358 88,274 3.80% 3.80%
2003-04 3,847 99,698 3.86% 3.86%
2004-05 4,412 101,381 4.35% 4.35%
2005-06 4,264 107,027 3.98% 3.98%
2006-07 projected 4,699 111,175 4.23% 4.23%

Source: NYS Division of the Budget

(1) Reflects the disbursement of $422 million in Debt Reduction Reserve Fund (DRRF) moneys used to defease high-cost debt.
(2) Reflects the disbursement of $500 million in Debt Reduction Reserve Fund (DRRF) moneys used to defease or provide for the

payment of high-cost debt.
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Estimated Debt Service Requirements on State-Related Debt (1)

As of March 31, 2006

(millions of dollars)

Local State Personal Other
Government Income Tax  State-Supported All Other
Fiscal Years General Assistance Financing Financing State
Ending March 31 Obligation Corporation Obligations Obligations Tobacco (2) Related Total

2007 497 321 672 2,597 438 154 4,679

2008 475 355 666 2,536 444 152 4,628

2009 441 367 584 2,404 503 152 4,451

2010 422 369 578 2,458 511 151 4,489

2011 389 369 548 2,359 517 151 4,333

2012 through 2016 1,389 1,847 2,357 12,358 2,689 702 21,342
2017 through 2021 547 1,890 1,734 9,057 499 484 14,211
2022 through 2026 205 671 1,354 4,621 0 254 7,105
2027 through 2031 97 0 895 2,170 0 21 3,183
2032 through 2036 31 0 499 250 0 0 780
Total 4,493 6,189 9,887 40,810 5,601 2,221 69,201

Source: NYS Division of the Budget

(1) Reflects debt issued as of March 31, 2006. Estimated debt service requirements are calculated based on sw ap rates in effect at March 31, 2006 for all
bonds that w ere synthetically fixed under an interest rate exchange agreement. Debt service requirements for variable rate bonds for w hich there are no
related interest rate exchange agreements w ere calculated at rates ranging from 3.50 percent to 5.38 percent.

(2) Estimated debt service numbers are based on available information as of March 31, 2006. Subsequent to that date, certain monies expected to flow to the
State under the Master Settlement Agreement w ere witheld and placed in an escrow account. Pending the outcome of a resolution betw een participating
manufactures and the states, the debt service numbers will be adjusted accordingly.

Debt Reduction Reserve Fund

The Debt Reduction Reserve Fund (DRRF) was created in 1998 to set aside resources that
could be used to reduce State-supported indebtedness either through the use of DRRF as a pay-as-
you-go financing source, reduce debt service costs, or defease outstanding debt. Since 1998-99,
over $1.1 billion has been deposited to the DRRF and used to (i) pay cash for projects that would
have otherwise been bond financed, (ii) defease existing high cost debt or (iii) provide resources
to redeem existing high-cost State-supported debt. In 2006-07, the State plans to make additional
deposits of $250 million to the DRRF to reduce the State’s debt burden.

State-Supported Debt Long-Term Trends

The following discussion provides an overview of State-supported trends during the last ten
years and an estimate for the current year. It compares: (1) the growth in State-supported debt
service requirements with the growth in total governmental funds receipts; (2) the growth in
State-supported debt with the growth in personal income in the State; and (3) the growth in
State-supported debt with the number of State residents.

The following table compares the total amount of State-supported debt service with total
governmental funds receipts. During the prior ten years, State-supported long-term debt service
increased on an average annual basis by 3.0 percent to $3.7 billion in 2005-06, while adjusted
Total Governmental Funds Receipts increased on an average annual basis by 6.1 percent. Thus,
State-supported debt service grew at a slower rate than total receipts. During the first five years
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of this ten-year period, debt service increased by an annual average of 10.37 percent and over the
remaining five years of the period debt service has decreased by an annual average of 2.45
percent. The relative growth in receipts and debt service resulted in a general trend of increases
in the ratio of debt service to receipts from fiscal years 1996-97 to 2001-02. After a sharp
reduction in 2002-03, when several management actions were implemented to reduce debt service
costs, there has been a gradual increase in the ratio of debt service to receipts, except for 2005-06
which showed a slight decline due to significant revenue growth and a modest increase in debt

service costs.

Debt Service Requirements on State-supported Debt

State-Supported

Total

Debt Service

As of March 31, 2006

Total Governmental
Funds Receipts

State-Supported
Debt Service
as a % of
Total Governmental
Funds Receipts

State-Supported
Debt Service
as a %of
Total Governmental
Funds Receipts

Fiscal Year (dollars in millions) (dollars in millions) (includes DRRF) (excludes DRRF)
1996-97 2,827 62,886 4.50% 4.50%
1997-98 3,195 66,246 4.82% 4.82%
1998-99 3,387 72,551 4.67% 4.67%
1999-2000 3,672 76,804 4.78% 4.78%
2000-01 4,195 (1) 83,527 5.02% 4.65%
2001-02 4,262 (2) 84,312 5.05% 4.52%
2002-03 3,133 88,274 3.55% 3.55%
2003-04 3,403 99,698 3.41% 3.41%
2004-05 3,797 101,381 3.75% 3.75%
2005-06 3,704 107,027 3.46% 3.46%
2006-07 projected 4,107 111,175 3.69% 3.69%

Source: NY S Division of the Budget

(1) Reflects the disbursement of $422 million in Debt Reduction Reserve Fund (DRRF) moneys used to defease high-cost debt.
(2) Reflects the disbursement of $500 million in Debt Reduction Reserve Fund (DRRF) moneys used to defease or provide for the

payment of high-cost debt.

Included in the table above are principal and interest payments on general obligation bonds
which were $487 million for the 2005-06 fiscal year, and are estimated to be $496 million for
2006-07. State payments for debt service on bonds issued and interest rate exchange agreements
entered into by LGAC which were $316 million for the 2005-06 fiscal year and are estimated to
be $352 million for 2006-07. State lease-purchase and contractual-obligation payments
(including State PIT Revenue Bonds and State installment payments relating to COPs), classified
as "Other Financing Obligations™ were $2.9 billion in fiscal year 2005-06, and are estimated to be
$3.3 billion for 2006-07.

The following table compares total State-supported debt outstanding to New York State
personal income and population. State-supported debt increased from $33.1 billion at the end of
the 1996-97 fiscal year to $41.2 billion at the end of the 2005-06 fiscal year, an average annual
increase of 2.45 percent. During the first five years of this ten-year period, State-supported debt
outstanding grew by an annual average of 2.77 percent and over the remaining five years of the
period the annual growth in State supported debt outstanding has slowed to 2.19 percent. During
the ten-year period, annual personal income in the State rose from $531.0 billion to $779.9
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billion, an average annual increase of 4.36 percent. Thus, State-supported debt grew at a slower
rate than personal income. Expressed in other terms, the total amount of State-supported debt
outstanding declined from 6.24 percent of personal income in the 1996-97 fiscal year to 5.30
percent in the 2005-06 fiscal year. State-supported debt outstanding is expected to increase in
2006-07 to 5.52 percent of personal income. State-supported debt relative to the State’s
population has increased during the last ten years, primarily because population growth has been
relatively flat.

State-Supported Debt Compared with Personal Income and Population
As of March 31, 2006

State-
State- Supported

NYS Total Supported Debt State-

Personal State Debt As % of Supported

Income Population Outstanding Personal Debt/Capita

Fiscal Year ($billions)(1) (millions)(1) ($millions) Income (In Dollars)
1996-97 530,990 18.6 33,130 6.2% 1,782
1997-98 553,543 18.7 34,247 6.2% 1,836
1998-99 590,406 18.8 35,842 6.1% 1,911
1999-2000 616,292 18.9 36,796 6.0% 1,949
2000-01 655,583 19.0 36,958 5.6% 1,948
2001-02 682,206 19.1 36,620 2 5.4% 1,919
2002-03 684,070 19.2 38,843 (2) 5.7% 2,028
2003-04 701,852 19.2 40,314 5.7% 2,098
2004-05 737,039 19.2 40,695 5.5% 2,117
2005-06 779,941 19.3 41,177 5.3% 2,139
2006-07 projected 825,922 19.3 45,240 5.5% 2,348

Source: NYS Division of the Budget

(1) For calendar year ending in State's fiscal year. Based on US Department of Commerce, Bureau of Economic Analysis (BEA) data
through January, 2006.

(2) During fiscal year 2001-02, the State transferred $350 million to several State authorities for the purpose of providing for the payment
of $355 million of State-supported debt. As of March 31, 2002 and 2003, a portion of these funds continued to be held in the form of
cash and investments for this purpose. However, under the terms of the financing resolutions under which such bonds were issued,
those bonds were still considered legally outstanding.

2006-07 State-Supported Borrowing Plan

Section 22-c of the State Finance Law requires the Governor to submit the five-year Capital
Program and Financing Plan (the Plan) with the Executive Budget and to submit an update to the
Plan (the Enacted Plan) by the later of July 30 or 90 days after the enactment of the State Budget.
The proposed 2006-07 through 2010-11 Capital Program and Financing Plan was released with
the Executive Budget on January 17, 2006 and updated to reflect the 30-Day Amendments on
February 9, 2006. The Enacted Plan was released on May 26, 2006, and reflects final action on
the Budget. A copy of the Enacted Plan can be obtained by contacting the Division of the
Budget, State Capitol, Albany, NY 12224, (518) 473-8705, or at www.budget.state.ny.us.

The Enacted Plan reflects the expectation that State PIT Revenue Bonds will continue to be
issued to finance certain new programs and programs previously authorized to be secured by
service contract or lease-purchase payments. (See “State Personal Income Tax Revenue Bond
Financing” above).

B-19



The State’s borrowing plan projects new issuance of $236 million in general obligation
Bonds in 2006-07 including $100 million of Rebuild and Renew New York Transportation Bonds
which was approved by the voters in November 2005; $720 million in Dedicated Highway and
Bridge Trust Fund Bonds issued by the Thruway Authority to finance capital projects for
transportation; $312 million in Mental Health Facilities Improvement Revenue Bonds issued by
DASNY to finance capital projects at mental health facilities; $92 million in SUNY Dormitory
Facilities Revenue Bonds to finance capital projects related to student dormitories; $21 million in
DOH Revenue Bonds to support a portion of the costs to construct a new veteran’s home; and
$4.77 billion in State PIT Revenue Bonds to finance various capital programs, as described
below.

State PIT Revenue Bond borrowings include issuances by: (i) DASNY for school
construction (EXCEL), university facilities (Jobs 2000), SUNY higher education facilities and
community colleges, CUNY senior and community colleges, Higher Education Capital Matching
Grants for private colleges, for health care grants under the Health Care Efficiency and
Affordability Law for New Yorkers (Heal NY) Capital Grant Program, equipment upgrades at
public broadcasting facilities, library facilities, and for local public safety answering point
equipment and technology upgrades associated with wireless E-911 service; (ii) the Thruway
Authority for CHIPs; (iii) UDC (doing business as the Empire State Development Corporation)
for correctional and youth facilities, sports facilities, State facilities and equipment acquisitions;
(iv) EFC for State Environmental Infrastructure Projects, including Water Pollution Control and
Pipeline for Jobs (Jobs 2000) and Hazardous Waste Remediation; and (v) HFA for housing
programs. State PIT Revenue Bonds for 2006-07 also include the Community Enhancement
Facilities Assistance Program (CEFAP) for economic development purposes which may be
issued by the Thruway Authority, DASNY, UDC and HFA, the Strategic Investment Program
(SIP) for environmental, historic preservation, economic development, arts, and cultural
purposes, which may be issued by DASNY, UDC and EFC; and Regional Economic
Development Program, Higher Technology and Development Program, Economic Development
Initiatives, and the Regional Economic Growth Program which includes EOF, Gen*NY*sis,
CCAP, RESTORE, Multi-Modal Transportation Program and the Center of Excellence Program,
which may be issued by DASNY and UDC and the Jacob Javits Center Expansion and Extension
that will be issued by ESDC. For detailed information on the State’s projected 2006-07 bond
issuances, please refer to the State’s Capital Program and Financing Plan Update that was
released on May 26, 2006.

The projections of State borrowings for the 2006-07 fiscal year are subject to change as
market conditions, interest rates and other factors vary throughout the fiscal year.

Limitations on State-Supported Debt

Debt Reform Act of 2000

Chapter 59 of the Laws of 2000 enacted the Debt Reform Act, which is intended to improve
the State's borrowing practices and applies to all new State-supported debt issued on and after
April 1, 2000. The Debt Reform Act imposes phased-in caps on new debt outstanding and new
debt service costs, limits the use of debt to capital works and purposes only, and establishes a
maximum term of 30 years on such debt.

The cap on new State-supported debt outstanding began at 0.75 percent of personal income
in 2000-01 and will gradually increase until it is fully phased-in at 4 percent of personal income
in 2010-11. Similarly, the cap on new State-supported debt service costs began at 0.75 percent of
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total governmental funds receipts in 2000-01 and will gradually increase until it is fully phased in
at 5 percent in 2013-14.

The Debt Reform Act requires that the limitations on the issuance of State-supported debt
and debt service costs be calculated by October 31 of each year and reported in the quarterly
Financial Plan Update most proximate to such date. If the calculations for new State-supported
debt outstanding and debt service costs are less than the State-supported debt outstanding and
debt service costs permitted under the Debt Reform Act, new State-supported debt may continue
to be issued. However, if either the debt outstanding or the debt service cap is met or exceeded,
the State would be precluded from contracting new State-supported debt until the next annual cap
calculation is made and State-supported debt is found to be within the appropriate limitations.
The prohibition on issuing new State-supported debt if the caps are met or exceeded provides a
significant incentive to treat the debt caps as absolute limits that should not be reached, and
therefore DOB intends to manage subsequent capital plans and issuance schedules under these
limits.

Pursuant to the provisions of the Debt Reform Act, the most recent annual calculation of the
limitations imposed by the Debt Reform Act was reported in the Financial Plan Update most
proximate to October 31, 2005. On October 30, 2005, the State reported that it was in
compliance with both debt caps, with debt issued after March 31, 2000 and outstanding at March
31, 2005 at 1.73 percent of personal income and debt service on such debt at 1.07 percent of total
governmental receipts, compared to the caps of 2.32 percent for each. DOB projects that debt
outstanding and debt service costs for 2006-07 and the entire five-year forecast period through
2010-11 will also be within the statutory caps.

Interest Rate Exchange Agreements and Net Variable Rate Obligations

Chapter 81 of the Laws of 2002 authorized issuers of State-supported debt to issue a limited
amount of variable rate debt instruments and to enter into a limited amount of interest rate
exchange agreements. The statute limits the use of debt instruments which result in a net variable
rate exposure (e.g., both variable rate debt and interest rate exchange agreements) to no more than
15 percent of total outstanding State-supported debt. It also limits the use of interest rate
exchange agreements to a total notional amount of no more than 15 percent of total outstanding
State-supported debt. As of March 31, 2006, State-supported debt in the amount of $41.2 billion
was outstanding, resulting in a variable rate exposure cap and an interest rate exchange agreement
cap of about $6.2 billion each. As discussed below, as of March 31, 2006, both the amount of
outstanding variable rate debt instruments and interest rate exchange agreements are less than the
authorized totals of 15 percent of total outstanding State-supported debt, and are projected to be
below the caps for the entire forecast period through 2010-11 (see "Variable Rate Obligations”,
later in this section, for further discussion on the cap).

Interest Rate Exchange Agreements

As of March 31, 2006 five issuers, DASNY, UDC, HFA, LGAC and the Thruway Authority
have entered into a notional amount of $5.97 billion of interest rate exchange agreements that are
subject to the interest rate exchange agreement cap, or 14.5 percent of total debt outstanding.

The interest rate exchange agreements outstanding at March 31, 2006 involve nine different
counterparties. All of the interest rate exchange agreements were part of refunding transactions
that resulted in fixed rates (i.e., synthetic fixed rate interest rate exchange agreements) that range
between 2.86 percent and 3.66 percent — rates that were significantly lower than the fixed bond

B-21



rates at the time the refunding bonds were issued. In these transactions, the State issued variable
rate bonds and entered into swaps in which it receives a variable rate payment expected to
approximate the costs of the variable rate bonds, and pays a fixed rate. As of March 31, 2006, the
net mark-to-market value of all the outstanding swaps (the aggregate termination amount) was
approximately $118 million — the total amount the State would receive from the collective
authorized issuers for payments from the counterparties should all the swaps be terminated. The
mark-to-market value of the outstanding interest rate exchange agreements fluctuates with
interest rates and other market conditions. Generally, as interest rates rise from levels that existed
in March 2006, it is expected that the counterparties would owe the State higher termination
payments. The State plans to continue to monitor and manage counterparty risk on a monthly
basis.

At the close of the 2005-06 fiscal year, the State also entered into approximately $970
million in swaps to create synthetic variable rate exposure, including $277 million of synthetic
variable rate obligations and $693 million of forward starting synthetic variable rate obligations.
In these transactions, the State issued fixed rate bonds and entered into swaps in which it receives
a fixed rate comparable to the rate it pays on the bonds, and pays the Bond Market Association
(BMA) variable rate, resulting in the State paying net variable rates. The net variable rate costs
the State incurred with the synthetic variable rate bonds are lower than the net costs of issuing
traditional variable rate bonds because they do not require additional support costs (liquidity,
insurance, broker-dealer fees, and remarketing fees). Thus, this approach can be a less costly way
to achieve additional variable rate exposure. The synthetic variable rate debt also provides the
additional benefit of reducing the State’s counterparty exposure under the synthetic fixed rate
bonds discussed above (as determined by an independent financial advisor), and thus are
“excluded agreements” under the legislation, and not counted under the swaps cap. As of March
31, 2006, the net mark-to-market value of the State’s synthetic variable rate swaps is $6.5 million
-- the total amount the State would have to pay to the collective authorized issuers should all
swaps be terminated. They do, however, count towards the variable rate debt instruments cap.

The interest rate exchange agreements authorized by the legislation are subject to various
statutory restrictions, including minimum counterparty ratings that are in at least the two highest
investment grade categories from a national rating agency, monthly reporting requirements, the
adoption of guidelines by the governing boards of the authorized issuers, collateral requirements,
an independent finding that swaps reflect a fair market value, and the use of standardized
International Swaps and Derivatives Association (ISDA) documents. All of the payments made
to counterparties on outstanding State-supported interest rate exchange agreements described
above are subordinated to bondholder debt service payments, and the State expects that all such
payments on any interest rate exchange agreements the Authorized Issuers may enter into in the
future will be similarly subordinated to bondholder debt service payments.

Net Variable Rate Obligations

As of March 31, 2006 the State had about $2.1 billion of outstanding variable rate debt
instruments that are subject to the net variable rate exposure cap or 5.1 percent of total debt
outstanding. That amount includes $1.8 billion of unhedged variable rate obligations and $277
million of in synthetic variable rate obligations described above (see “Interest Rate Exchange
Agreements”).

The State’s current policy is to count 35 percent of the notional amount of outstanding 65

percent of LIBOR fixed rate swaps in its variable rate exposure. This policy reserve accounts for
the potential that tax policy or market conditions could result in significant differences between
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payments owed on the underlying variable rate bonds and the amount received by the State under
their 65 percent of LIBOR swaps, and that the factors affecting such payments can be consistent
with variable rate exposure. Variable rate bonds that are related to swaps pursuant to which the
State pays a fixed rate of interest are excluded from the calculation of variable rate debt
instruments outstanding.

Variable Rate Obligations As of March 31, 2006
(millions $)

Variable Rate Exposure Cap $6,177
Current Unhedged Variable Rate Obligations $1,822
Synthetic Variable Rate Swaps $277
Total Net Variable Rate Exposure $2,099
Percent of Net Variable Rate Exposure to Debt 5.1%
Outstanding

Policy Reserve for LIBOR Swaps $2,090
Total Variable Rate Exposure (with Policy Reserve) $4,189
Percent of Variable Rate Exposure to Debt 10.2%

Outstanding

In addition to the variable rate obligations described above, as of March 31, 2006, about $2.4
billion in State-supported convertible rate bonds are currently outstanding. These bonds bear a
fixed rate until future mandatory tender dates in 2009, 2011, 2012 and 2013 at which time they
can convert to either a fixed or variable rate. Similar to these convertible bonds, the $693 million
in forward starting synthetic variable rate obligations described above (see “Interest Rate
Exchange Agreements”) result in the State paying a fixed rate through 2014, and a variable rate
between 2014 and 2030. Legislation enacted in 2005 amended the State Finance Law to clarify
that convertible bonds, synthetic variable obligations and similar obligations that were issued on
or before July 1, 2005 and which result in the State paying a fixed rate in a fiscal year do not
count under the variable rate cap until the fiscal year in which the State may pay a variable rate.
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Section 1: Subsection C

“State Organization (including State
Employment)”



State Organization

State Government

The State has a centralized administrative system with most executive powers vested in the
Governor. The State has four officials elected in statewide elections, the Governor, Lieutenant
Governor, Comptroller and Attorney General. These officials serve four-year terms that next
expire on December 31, 2006.

Name Office Party Affiliation First Elected
George E. Pataki Governor Republican 1994
Mary Donohue Lieutenant Governor Republican 1998
Alan G. Hevesi Comptroller Democrat 2002
Eliot Spitzer Attorney General Democrat 1998

The Governor is elected on a single ticket with the Lieutenant Governor; the Comptroller
and Attorney General are elected on separate tickets. The Governor appoints the heads of most
State departments, including the Director of the Budget (the current Director is John F. Cape).
DOB is responsible for preparing the Governor's Executive Budget, negotiating that budget with
the State Legislature, and implementing the budget once it is adopted, which includes updating
the State's fiscal projections quarterly. DOB is also responsible for coordinating the State’s
capital program and debt financing activities. The Comptroller is responsible for auditing the
disbursements, receipts and accounts of the State, as well as for auditing State departments,
agencies, public authorities and municipalities. The Comptroller is also charged with managing
the State's general obligation debt and most of its investments (see "Fiscal Controls" and
"Investment of State Moneys" below). The Attorney General is the legal advisor to State
departments, represents the State and certain public authorities in legal proceedings and opines
upon the validity of all State general obligations.

The State Legislature is composed of a 62-member Senate and a 150-member Assembly, all
elected from geographical districts for two-year terms, expiring December 31, 2006. Both the
Senate and the Assembly operate on a committee system. The Legislature meets annually,
generally for about six months, and remains formally in session the entire year. In recent years
there have been special sessions, as well. The current majority leaders of the Legislature are
Joseph Bruno (Republican), Temporary President of the Senate, and Sheldon Silver (Democrat),
Speaker of the Assembly. The minority leaders are David Patterson (Democrat) in the Senate and
James Tedisco (Republican) in the Assembly.

State Financial Procedures
The State Budget Process

The requirements of the State budget process are set forth in Article VII of the State
Constitution and the State Finance Law. The process begins with the Governor's submission of
the Executive Budget to the Legislature each January, in preparation for the start of the fiscal year
on April 1. (The submission date is February 1 in years following a gubernatorial election.) The
Executive Budget must contain a complete plan of estimated available receipts and projected
disbursements for the ensuing fiscal year ("State Financial Plan™). The proposed State Financial
Plan must be balanced on a cash basis and must be accompanied by bills that: (i) set forth all




proposed appropriations and reappropriations, (ii) provide for any new or modified revenue
measures, and (iii) make any other changes to existing law necessary to implement the budget
recommended by the Governor.

In acting on the bills submitted by the Governor, the Legislature has certain powers to alter
the recommended appropriations and proposed changes to existing law. The Legislature may
strike out or reduce an item of appropriation recommended by the Governor. The Legislature
may add items of appropriation, provided such additions are stated separately. These additional
items are then subject to line-item veto by the Governor. If the Governor vetoes an appropriation
or a bill (or a portion thereof) related to the budget, these items can be reconsidered in accordance
with the rules of each house of the Legislature. If approved by two-thirds of the members of each
house, such items will become law notwithstanding the Governor's veto.

Once the appropriation bills and other bills become law, DOB revises the State Financial
Plan to reflect the Legislature's actions, and begins the process of implementing the budget.
Throughout the fiscal year, DOB monitors actual receipts and disbursements, and may adjust the
estimates in the State Financial Plan. Adjustments may also be made to the State Financial Plan
to reflect changes in the economy, as well as new actions taken by the Governor or the
Legislature. As required by the State Finance Law, the Governor updates the State Financial Plan
within 30 days of the close of each quarter of the fiscal year, generally issuing reports by July 30,
October 30, and in January as part of the Executive Budget. The Governor is required to submit
these updates to the Legislature and explain any changes from the previous State Financial Plan.

Subject to approval by the Governor, the Legislature may enact additional appropriation bills
or revenue measures (including tax reductions) during any regular session or, if called into
session for that purpose, any special session. In the event additional appropriation bills or
revenue measures are disapproved by the Governor, the Legislature has authority to override the
Governor's veto upon the vote of two-thirds of the members of each house of the Legislature.
The Governor may present deficiency appropriations to the Legislature near the end of any fiscal
year to supplement inadequate appropriations or to provide new appropriations for purposes not
covered by the regular and supplemental appropriations.

Fiscal Controls

The State Constitution requires the Comptroller to audit the accrual and collection of State
receipts. In addition, the Comptroller is required to audit all official State accounts and all claims
against the State before payment. No such payment may be made unless the Comptroller has
approved it.

Disbursements from State funds are limited to the lowest of (i) appropriations, (ii) available
cash or (iii) the amounts allocated by the Director of the Budget. Disbursements from Federal
funds must be appropriated in accordance with appropriate legal authority, are limited to the
amounts anticipated from Federal programs and may not be made in the absence of appropriate
certifications from the Director of the Budget. Contracts for disbursements in excess of $50,000
require the Comptroller's approval (except for OGS expenditure contracts, for which the threshold
for Comptroller's approval is $85,000, and for small business and MWBE contracts, for which the
threshold is $100,000) and depend in most cases upon the existence of an appropriation and the
issuance of a certificate of availability by the Director of the Budget. The Budget Director must
review all applications for State participation in continuing grant- or contract-supported
programs, with specified exceptions. Certain legislative leaders have the opportunity to make
recommendations on the applications.
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No appropriation may be increased or decreased by transfer or otherwise, except by (i) the
interchange within a fund, among items of a particular program or purpose, of moneys
appropriated for such program or purpose in such fund, with limited exceptions, or (ii) the
enactment of certain emergency appropriations. Moneys or other financial resources from one
fund may also be loaned to another fund, but only if such loan is repaid in full prior to the end of
the month in which the loan was made, except as provided by law.

In addition, the Governor has traditionally exercised substantial authority in administering
the State Financial Plan by limiting disbursements after the Legislature has enacted appropriation
bills and revenue measures. The Governor may, primarily through DOB, limit spending by State
departments, or delay construction projects to control disbursements. An important limitation of
the Governor's ability to restrict disbursements is that local assistance payments, which typically
make up close to 70 percent of General Fund disbursements (including operating transfers to
other funds), are generally mandated by statute. The State Court of Appeals has held that, even in
an effort to maintain a balanced Financial Plan, neither the Governor nor the Director of the
Budget has the authority to refuse to make a local assistance disbursement mandated by law.

In May 2000, the State enacted several statutory provisions designed to restrict the amount
of new debt that can be issued in the future. These debt reform provisions are discussed in the
section entitled "Debt and Other Financing Activities" in this AlS.

Investment of State Moneys

The Comptroller is responsible for the investment of substantially all State moneys. By law,
such moneys may be invested only in obligations issued or guaranteed by the Federal government
or the State, obligations of certain Federal agencies that are not guaranteed by the Federal
government, certain general obligations of other states, direct obligations of the State's
municipalities and obligations of certain public authorities, certain short-term corporate
obligations, certain bankers' acceptances, and certificates of deposit secured by legally qualified
governmental securities. All securities in which the State invests moneys held by funds
administered within the State Treasury must mature within twelve years of the date they are
purchased. Money impounded by the Comptroller for payment of TRANs may only be invested,
subject to the provisions of the State Finance Law, in (i) obligations of the Federal government,
(ii) certificates of deposit secured by such obligations, 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.

The Comptroller invests General Fund moneys, bond proceeds, and other funds not
immediately required to make payments through STIP, which is comprised of joint custody funds
(Governmental Funds, Internal Service Funds, Enterprise Funds and Private Purpose Trust
Funds), as well as several sole custody funds including the Tobacco Settlement Fund. The
interest earnings accrued are allocated and deposited to the credit of those funds with positive
balances that contribute to the overall invested STIP pool.

The Comptroller is authorized to make temporary loans from STIP to cover temporary cash
shortfalls in certain funds and accounts resulting from the timing of receipts and disbursements.
The Legislature authorizes the funds and accounts that may receive loans each year, based on
legislation submitted with the Executive Budget. Loans may be granted only for amounts that the
Director of the Budget certifies are “receivable on account” or can be repaid from the current
operating receipts of the fund (i.e., loans cannot be granted in expectation of future revenue
enhancements).
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The State Comptroller repays loans from the first cash receipts into the borrowing fund or
account. Fund balances outside the General Fund are presented on a net basis, i.e., they are
reduced by the amount of outstanding temporary loans from STIP. The primary sources of this
outstanding loan balance include timing-related delays in the receipt from Federal Funds and the
sale of bonds used to finance capital projects, a delinquent SUNY hospital loan, and
unreimbursed costs related to the Office for Technology Internal Service funds.

The total outstanding loan balance at March 31, 2006 was $1.39 billion, an increase of $105
million from the outstanding loan balance of $1.29 billion at March 31, 2005. The increase in the
outstanding loan balance is primarily attributable to the receipt of planned bond proceeds that
reimburse capital projects spending.

The 2004-05 Enacted Budget included legislation that permitted the Comptroller to
temporarily loan balances in other funds to the General Fund within any month. The State relied
on this authorization several times in 2003-04 and 2004-05 to support intra-month cash flow
needs. This authorization was extended permanently in the 2005-06 Enacted Budget.

Accounting, Financial Reporting and Budgeting

Historically, the State has accounted for, reported and budgeted its operations on a cash
basis. Under this form of accounting, receipts are recorded only at the time money or checks are
deposited in the State Treasury, and disbursements are recorded only at the time a check is drawn.
As a result, actions and circumstances, including discretionary decisions by certain governmental
officials, can affect the timing of payments and deposits and therefore can significantly affect the
cash amounts reported in a fiscal year. Under cash-basis accounting, all estimates and projections
of State receipts and disbursements relating to a particular fiscal year are of amounts to be
deposited in or disbursed from the State Treasury during that fiscal year, regardless of the fiscal
period to which particular receipts or disbursements may otherwise be attributable.

The State also has an accounting and financial reporting system based on GAAP and
currently formulates a GAAP financial plan. GAAP for governmental entities requires use of the
accrual basis of accounting for the government-wide financial statements which includes
governmental and business-type activities and component units. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Governmental fund financial statements are prepared using the modified accrual
basis of accounting. Under modified accrual procedures, revenues are recorded when they
become both measurable and available within 12 months of the end of the current fiscal period to
finance expenditures; expenditures are recorded in the accounting period the liability is incurred
to the extent it is expected to be paid within the next 12 months with the exception of
expenditures such as debt service, compensated absences, and claims and judgments.
Expenditure-driven grants are recognized as revenue when the qualifying expenditures have been
incurred and all other grant requirements have been met. Nonexchange grants and subsidies such
as local assistance grants and public benefit corporation subsidies are recognized as expenditures
when all requirements of the grant and or subsidy have been satisfied.

State Government Employment

As of March 31, 2006, the State had approximately 191,400 full-time equivalent annual
salaried employees funded from all funds including some part-time and temporary employees but
excluding seasonal, legislative and judicial employees. The workforce is now 17 percent smaller
than it was fifteen years ago, when it peaked at 230,600 positions.
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In January 1995, the State implemented concerted initiatives designed to reduce the size of
the workforce and now has 19,800 fewer full-time employees than it had at that time. State
workforce levels had been generally stable in the late 1990s. The State ended the 2005-06 fiscal
year with 191,400 positions and, with the Enacted Budget, expects to end the 2006-07 fiscal year
with a total 191,275 filled positions.

The State Public Employment Relations Board defines negotiating units for State employees.
The Governor's Office of Employee Relations conducts collective bargaining negotiations with
the State's unions, with the exception of employees of the Judiciary, public authorities and the
Legislature. Such negotiations include terms and conditions of employment, except pension
benefits. The State has reached new collective bargaining agreements with the Civil Service
Employees Association, the United University Professions, the Public Employees Federation,
District Council 37, the Graduate Student Employees Union, the State Troopers Police
Benevolent Association and certain employee unions which cover most of the employees in the
Judiciary. These agreements will govern employee compensation and benefit policies through
early 2007. Security employees represented by the New York State Correctional Officers and
Police Benevolent Association recently received an arbitration award which will similarly cover
them through early 2007. Investigators of the Bureau of Criminal Investigation in the Division of
State Police were provided one two-year arbitration award for the period 2003 through early
2005, and just secured a second interest arbitration award for the period through 2007. The State
is currently involved in binding arbitration proceedings with two remaining units represented by
Council 82 which are the Security Supervisors and Agency Law Enforcement Services units.

While approximately 93 percent of the State workforce is unionized, the remainder of the
workforce (about 12,750) is designated as "managerial” or “confidential” and is excluded from
collective bargaining. In practice, however, the results of collective bargaining negotiations are
generally applied to all State employees within the Executive Branch. Under the State's Taylor
Law, the general statute governing public employee-employer relations in the State, employees
are prohibited from striking. A strike against the State last occurred in 1979 by employees of the
Department of Correctional Services.
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State Retirement Systems

General

The New York State 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 33 percent of the membership during the 2004-05 fiscal year. There were 2,992 other
public employers participating in the Systems, including all cities and counties (except New York
City), most towns, villages and school districts (with respect to non-teaching employees) and a
large number of local authorities of the State.

As of March 31, 2005, 647,758 persons were members and 334,251 pensioners or
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

Funding is provided in large part by employer and employee contributions. Employers
contribute on the basis of the plan or plans they provide for members. Members joining since
mid-1976, other than police and fire members, are required to contribute 3 percent of their
salaries for their first 10 years of membership.

Legislation enacted in May 2003 realigned the Retirement Systems billing cycle to match
governments' budget cycles and also instituted a minimum annual payment. The employer
contribution for a given fiscal year will be based on the value of the pension fund and its
liabilities on the prior April 1. In addition, employers are required to make a minimum
contribution of at least 4.5 percent of payroll every year.

Employer contributions due from the State for the fiscal year ending March 31, 2006,
payable on July 1, 2005, totaled $965.2 million which included the first amortization payment
from the 2005 bill of $64 million and was calculated assuming that the State will amortize $155
million of the 2006 bill over 10 years. The State paid this bill on July 1, 2005 with the exception
of a portion of the payment for Judiciary personnel of $4.6 million which was paid on March 1,
2006. Also on July 1, 2005, the State made an additional payment of $19.5 million to reduce its
remaining retirement incentive costs and several other small costs. Estimated employer
contributions due from the State for the fiscal year ending March 31, 2007, payable on September
1, 2006, total $1,087.3 million, which includes the Judiciary bill.

Assets and Liabilities

Assets are held exclusively for the benefit of members, pensioners and beneficiaries.
Investments for the Systems are made by the Comptroller as trustee of the Common Retirement
Fund, a pooled investment vehicle. OSC reports that the net assets available for benefits as of
March 31, 2005 were $128.0 billion (including $2.6 billion in receivables), an increase of $7.2
billion or 6.0 percent from the 2003-04 level of $120.8 billion, reflecting, in large part, equity
market performance. OSC reports that the present value of anticipated benefits for current
members, retirees, and beneficiaries increased from $140.2 billion on April 1, 2004 to $146.5



billion (including $55.2 billion for current retirees and beneficiaries) on April 1, 2005. The
funding method used by the Systems anticipates that the net assets, plus future actuarially
determined contributions, will be sufficient to pay for the anticipated benefits of current
members, retirees and beneficiaries. Actuarially determined contributions are calculated using
actuarial assets and the present value of anticipated benefits. Actuarial assets differed from net
assets on April 1, 2005 in that amortized cost was used instead of market value for bonds and
mortgages and the non-fixed investments utilized a smoothing method which recognized 20
percent of unexpected gain for the 2005 fiscal year. Actuarial assets increased from $117.5
billion on April 1, 2004 to $123.8 billion on April 1, 2005. The table that follows shows the
actuarially determined contributions that have been made over the last seven years. See also
"Contributions™ above.

Net Assets Available for Benefits of the
New York State and Local Retirement Systems(1)
(millions of dollars)

Increase/
Fiscal Year Ended (Decrease)
March 31 Total Assets(2) From Prior Year
1999 112,723 6.0
2000 128,889 14.3
2001 114,044 (11.5)
2002 112,725 (1.2)
2003 97,373 (13.6)
2004 120,799 24.1
2005 128,038 6.0

Sources: State and Local Retirement Systems.

(1) Includes relatively small amounts held under Group Life Insurance Plan. Includes some employer contribution
receivables. Fiscal year ending March 31, 2005 includes approximately $2.6 billion of receivables.

(2) Includes certain accrued employer contributions to be paid with respect to service rendered during fiscal years other
than the year shown.

Contributions and Benefits
New York State and Local Retirement Systems
(millions of dollars)

Fiscal Year Contributions Recorded Total
Ended All Participating Local Benefits

March 31 Employers(1) Employers(1) State(1) Employees Paid(2)
1999 292 156 136 400 3,570
2000 165 11 154 423 3,787
2001 215 112 103 319 4,267
2002 264 199 65 210 4,576
2003 652 378 274 219 5,030
2004 1,287 832 455 222 5,424
2005 2,965 1,877 1,088 227 5,691

(1) Includes employer premiums to Group Life Insurance Plan.

(2) Includes payments from Group Life Insurance Plan.
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Authorities and Localities

Public Authorities

For the purposes of this disclosure, public authorities refer to certain of its public benefit
corporations, created pursuant to State law. Public authorities are not subject to the constitutional
restrictions on the incurrence of debt that apply to the State itself and may issue bonds and notes
within the amounts and restrictions set forth in legislative authorization. The State's access to the
public credit markets could be impaired and the market price of its outstanding debt may be
materially and adversely affected if certain of its public authorities were to default on their
respective obligations, particularly those using the financing techniques referred to as
State-supported or State-related debt under the section entitled "Debt and Other Financing
Activities" in this statement. As of December 31, 2005, the 19 public authorities below had
outstanding debt of $100 million or more, and the aggregate outstanding debt, including
refunding bonds, of these public authorities was approximately $124 billion, only a portion of
which constitutes State-supported or State-related debt. The table below summarizes the
outstanding debt of these public authorities.

Outstanding Debt of Certain Public Authorities (1)
As of December 31, 2005

(millions of dollars)

Public Authority Amount(2)(3)
Dormitory Authority (4) 32,281
Metropolitan Transportation Authority 15,261
Port Authority of NY & NJ 10,984
Thruway Authority 10,578
Triborough Bridge and Tunnel Authority 7,160
Environmental Facilities Corporation 7,126
Long Island Power Authority (5) 7,017
Housing Finance Agency 6,831
UDC/ESDC 6,688
Local Government Assistance Corporation 4,317
Tobacco Settlement Financing Corporation 4,278
Energy Research and Development Authority 3,672
State of New York Mortgage Agency 2,905
Power Authority 2,299
Battery Park City Authority 1,041
Convention Center Development Corporation 700
Municipal Bond Bank Agency 559
Niagara Frontier Transportation Authority 187
United Nations Development Corporation 128
TOTAL OUTSTANDING 124,012

Source: Office of the State Comptroller.

(1) Includes only certain of the public authorities which have more than $100 million in bonds outstanding.

(2) Amounts outstanding reflect original par amounts for bonds and financing arrangements or original issue amounts in the case
of capital appreciation bonds and do not reflect accretion of capital appreciation bonds or premiums received.

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

(4) Includes debt previously issued by New York State Medical Care Facilities Finance Agency, which was consolidated with the
Dormitory Authority on September 1, 1995.

(5) Includes $155 million in bonds issued by the New York State Energy Research and Development Authority and included in
amounts reported for both NYSERDA and LIPA.



The State has numerous public authorities with various responsibilities, including those which
finance, construct and/or operate revenue-producing public facilities. Public authorities generally
pay their operating expenses and debt service costs from revenues generated by the projects they
finance or operate, such as tolls charged for the use of highways, bridges or tunnels, charges for
public power, electric and gas utility services, rentals charged for housing units, and charges for
occupancy at medical care facilities. In addition, State legislation authorizes several financing
techniques for public authorities that are described under the section entitled "Debt and Other
Financing Activities" above.

Also, there are statutory arrangements providing for State local assistance payments
otherwise payable to localities to be made under certain circumstances to public authorities.
Although the State has no obligation to provide additional assistance to localities whose local
assistance payments have been paid to public authorities under these arrangements, the affected
localities may seek additional State assistance if local assistance payments are diverted. Some
authorities also receive moneys from State appropriations to pay for the operating costs of certain
of their programs.

Metropolitan Transportation Authority

The official financial disclosure of the MTA and its subsidiaries is available by contacting
the Metropolitan Transportation Authority, Finance Department, 347 Madison Avenue, 6th Floor,
New York, New York 10017 or by visiting the MTA website at www.mta.info. The State
assumes no liability or responsibility for any financial information reported by the MTA or for
any errors or omissions that may be contained at the MTA website.

The City of New York

The fiscal demands on the State may be affected by the fiscal condition of the City, which
relies in part on State aid to balance its budget and meet its cash requirements. It is also possible
that the State’s finances may be affected by the ability of the City, and certain entities issuing
debt for the benefit of the City, to market securities successfully in the public credit markets. The
official financial disclosure of The City of New York and the financing entities issuing debt on its
behalf is available by contacting Raymond J. Orlando, Director of Investor Relations, (212) 788-
5875 or contacting the Office of Management and Budget, 75 Park Place, 6" Floor, New York,
NY 10007. The State assumes no liability or responsibility for any financial information reported
by The City of New York.

Fiscal Oversight for New York City

In response to the City’s fiscal crisis in 1975, the State took action to help the City return to
fiscal stability. These actions included the establishment of the Municipal Assistance
Corporation for the City of New York (NYC MAC), to provide the City with financing
assistance; the New York State Financial Control Board (FCB), to oversee the City’s financial
affairs; and the Office of the State Deputy Comptroller for the City of New York (OSDC), to
assist the Control Board in exercising its powers and responsibilities. A “control period” existed
from 1975 to 1986, during which the City was subject to certain statutorily prescribed fiscal
controls. The FCB terminated the control period in 1986 when certain statutory conditions were
met. State law requires the FCB to reimpose a control period upon the occurrence or “substantial
likelihood and imminence” of the occurrence, of certain events, including (but not limited to) a
City operating budget deficit of more than $100 million or impaired access to the public credit
markets.



The staffs of the FCB, OSDC, the City Comptroller and the Independent Budget Office,
issue periodic reports on the City's financial plans. Copies of the most recent reports are available
by contacting: FCB, 123 William Street, 23rd Floor, New York, NY 10038, Attention: Executive
Director; OSDC, 59 Maiden Lane, 29th Floor, New York, NY 10038, Attention: Deputy
Comptroller; City Comptroller, Municipal Building, 6th Floor, One Centre Street, New York, NY
10007-2341, Attention: Deputy Comptroller for Budget; and IBO, 110 William Street, 14th
Floor, New York, NY 10038, Attention: Director.

Other Localities

Certain localities outside New York City have experienced financial problems and have
requested and received additional State assistance during the last several State fiscal years. The
potential impact on the State of any future requests by localities for additional oversight or
financial assistance is not included in the projections of the State's receipts and disbursements for
the State's 2006-07 fiscal year or thereafter.

To help resolve persistent fiscal difficulties in Erie County, the State enacted legislation in
July 2005 that created the Erie County Fiscal Stability Authority (ECFSA). Under this statute,
the County is required to take annual budgetary actions necessary to address increasing
percentages of its projected budget gaps and the ECFSA is authorized to finance the remaining
budget gaps through the issuance of deficit bonds and through restructuring or refinancing of
outstanding debt. The County's sales tax revenues and certain statutorily defined State aid
payments are pledged as revenue to support any bonds issued by ECFSA.

Like the State, local governments must respond to changing political, economic and
financial influences over which they have little or no control. Such changes may adversely affect
the financial condition of certain local governments. For example, the Federal government may
reduce (or in some cases eliminate) Federal funding of some local programs or disallow certain
claims which, in turn, may require local governments to fund these expenditures from their own
resources. It is also possible that localities or any of their respective public authorities may suffer
serious financial difficulties that could jeopardize local access to the public credit markets, which
may adversely affect the marketability of notes and bonds issued by localities within the State.
Localities may also face unanticipated problems resulting from certain pending litigation, judicial
decisions and long-range economic trends. Other large-scale potential problems, such as
declining urban populations, increasing expenditures, and the loss of skilled manufacturing jobs,
may also adversely affect localities and necessitate State assistance.

The following tables summarize the debt of (i) all localities in the State outside of New York
City and (ii) New York City.



Debt of New York Localities (1)

(millions of dollars)

Locality Combined
Fiscal Year New York City Debt (2)(3) Other Localities Debt(4) Total Locality Debt(4)

Ending Bonds Notes Bonds(5) Notes(5) Bonds(4)(5) Notes(5)
1980 12,995 6,835 1,793 19,830 1,793
1990 20,027 10,253 3,082 30,280 3,082
1995 29,930 15,829 3,219 45,759 3,219
1996 31,623 16,414 3,590 48,037 3,590
1997 33,046 17,526 3,208 50,572 3,208
1998 34,690 17,100 3,203 51,790 3,203
1999 37,352 18,448 3,420 55,800 3,420
2000 39,244 515 19,079 4,005 58,323 4,520
2001 40,305 20,199 4,278 60,504 4,278
2002 42,721 2,200 21,689 4,730 64,410 6,930
2003 47,376 1,110 23,817 5,923 71,193 7,033
2004 50,265 26,568 4,635 76,833 4,635
2005 54,421 N/A N/A N/A N/A

N/A: Not Available

Source: Office of the State Comptroller.

NOTE: For localities other than New York City, the amounts shown for fiscal years ending in 1990 through 1997 may include debt that
has been defeased through the issuance of refunding bonds.

(1) Because the State calculates locality debt differently for certain localities (including New York City), the figures above may vary from

those reported by such localities. In addition, this table excludes indebtedness of certain local authorities

and obligations issued in relation to State lease-purchase arrangements.

(2) New York City's debt outstanding has been revised as presented in the FY 2004 City Comptroller's Comprehensive Annual
Financial Report.

(3) Includes New York City capital leases obligations which were not reflected in previous years. Includes bonds issued by the
Dormitory Authority of the State of New York for education, health and courts capital projects, the Samurai Funding

Corporation and other long-term financing leases 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.

(4) Outstanding bonded debt shown includes bonds issued by the localities and certain debt guaranteed by the localities and excludes
capital lease obligations, assets held in sinking funds and certain amounts available at the start of a fiscal year

for redemption of debt.
(5) Does not include the indebtedness of certain localities that did not file annual financial reports with the Comptroller.
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Debt of New York City
as of June 30 of each year

(millions of dollars)

General
Obligation Obligations Obligations Obligations Obligations Other(2) Treasury

Year Bonds of TFA of MAC of STAR Corp. (1) of TSASC, Inc.  Obligations  Obligations Total

1980 6,179 6,116 995 (295) 12,995
1990 13,499 7,122 1,077 (1,671) 20,027
1995 24,992 4,882 1,299 (1,243) 29,930
1996 26,627 4,724 1,394 (1,122) 31,623
1997 27,549 4,424 1,464 (391) 33,046
1998 27,310 2,150 4,066 1,529 (365) 34,690
1999 27,834 4,150 3,832 1,835 (299) 37,352
2000 27,245 6,438 (3) 3,532 709 2,065 (230) 39,759
2001 27,147 7,386 3,217 704 2,019 (168) 40,305
2002 28,465 10,489 (4) 2,880 740 2,463 (116) 44,921
2003 29,679 13,134 (5) 2,151 1,258 2,328 (64) 48,486
2004 31,378 13,364 1,758 1,256 2,561 (52) 50,265
2005 33,903 12,977 2,551 1,283 3,746 (39) 54,421

Source: Office of the State Comptroller.

(1) A portion of the proceeds of the Sales Tax Asset Receivable Corporation (STARC) Bonds were used to retire outstanding Municipal Assistance
Corporation bonds. The debt service on STARC bonds will be funded from annual revenues to be provided by the State, subject to annual appropriation.
These revenues have been assigned to the Corporation by the Mayor of the City of New York.

(2) Includes New York City capital leases obligations which were not reflected in previous years. Includes bonds issued by the Dormitory Authority of the
State of New York for education, health and courts capital projects, the Samurai Funding Corporation and other long-term

financing leases 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.
(3) Includes $515 million of bond anticipation notes issued to finance the City's capital expenditures.

(4) Includes $2.2 hillion of bond anticipation notes used to finance the City's capital expenditures in the amount of $1.2 billion and Recovery notes for costs
related to and arising from events on September 11, 2001 at the World Trade Center in the amount of $1 billion

(5) Includes $1.11 billion of bond anticipation notes issued to finance the City's capital expenditures.
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Economics and Demographics

The following section presents economic information that may be relevant in evaluating the
future prospects of the State economy. Additional information on the economic forecast that
supports the current financial plan projections appears in this AIS in the section entitled "Current
Fiscal Year."

The demographic and statistical data in this section, which have been obtained from the
sources indicated, do not represent all of the factors which may have a bearing on the State’s
fiscal and economic affairs. Further, such information requires economic and demographic
analysis in order to assess its significance, and may be interpreted differently by individual
experts.

The U.S. Economy

The U.S. economy rebounded in the first quarter of 2006 with growth of 4.8 percent,
following anemic growth of only 1.7 percent in the fourth quarter of last year. Much of the
weakness in the fourth quarter was due to timing factors and, thus, a strong first quarter
performance was expected. However, the 3.3 percent average growth rate over the two quarters
represents a slowdown from the 4.1 percent average over the prior two and one-half years. With
interest rates rising and the housing market exhibiting signs of cooling, the national economy is
expected to significantly decelerate over the course of the year and into 2007. This outlook is
consistent with the consensus economic forecasting process conducted by the Executive and the
Legislature in advance of the enactment of the State's 2006-07 Budget. Despite the slowdown,
several factors — including: continued improvement in business spending and hiring, substantial
outlays for post-hurricane reconstruction, and continued growth abroad — are expected to lead to
growth at roughly the long-term trend rate over most of the forecast horizon.

Since the release of the 2006-07 Executive Budget with 30-day amendments in February
2006, revisions to third and fourth quarter data indicate that the national economy entered the
year with slightly more momentum than originally thought. Both income and output were
modestly stronger than preliminary data indicated. Therefore, DOB has slightl