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INTRODUCTION

The Capital Program and Financing Plan provides information on State debt levels, debt
service costs and capital projects spending. Itis published twice annually, with the Executive
Budget and the Enacted Budget. The Enacted Budget Five-Year Capital Program and
Financing Plan (the “Enacted Plan”) includes unaudited actual results for 2006-07 and
projections for the period 2007-08 through 2011-12.

The Enacted Plan reflects enactment by the Legislature of the debt service appropriation bill
on March 27, 2007, and the rest of the budget by April 1, 2007, and revised projections based
on the latest available data.

The Enacted Plan is separated into five major sections as follows:

e Overview: provides a high level summary, including key debt and capital spending
measures.

e Executive Summary: provides highlights of the key components of the State’s overall
capital spending, debt measures, and budget recommendations.

e Debt Affordability: includes information related to the State’s current and projected
debt levels and debt service costs as well as historical comparisons to objective
affordability measures.

e Debt Policy and Portfolio: explains the State’s overall debt policy, current guidelines,
information on the reporting of State debt, the levels of fixed and variable rate debt,
refundings, and places to find additional information.

e Capital Spending: provides annual estimates of capital spending by agency and
program.

It reflects the costs of State-supported debt, and the more comprehensive measure of
State-related debt, as described in detail below. It also includes cash-basis capital spending
that the State Comptroller reflects in State funds or accounts (i.e., spending financed with State
and Federal cash resources and spending initially financed with State resources and
reimbursed with State-supported bond proceeds) as well as capital receipts and spending
counted only as receipts and spending in the Generally Accepted Accounting Principles
(GAAP) Financial Statements.



STATE DEBT MEASURES

The Enacted Plan provides information on State-supported debt and the more
comprehensive measure of State-related debt:

State-supported debt includes general obligation debt approved by the voters and debt
that is authorized by the Legislature and issued on behalf of the State by public authorities,
where the State is contractually obligated to pay debt service subject to appropriation.

State-related debt is more comprehensive and includes the State-supported debt noted
above, as well as State-guaranteed debt, moral obligation financings and certain contingent-
contractual obligation financings, where debt service is paid from non-State sources and State
appropriations are available, but not expected to be needed, to make payments (e.g., bonds
backed by payments from tobacco companies).

State-related debt levels reported in the Enacted Capital and Debt Plan are the cash-basis
components of the actual GAAP debt levels reported in the Comptroller's Comprehensive
Annual Financial Report (CAFR). Thus, it reflects all debt issued by the State (including
blended component units) for Government activities and Business-type activities as defined in
the State’s CAFR.

Consistent with the State’s official CAFR, State-related debt does not include debt that is
issued by, or on behalf of, local governments that may be funded in part by State local
assistance aid payments. For example, State support for programs such as school aid to local
districts or aid for New York City may in turn be used by those local entities to help finance debt
service for locally-sponsored and locally-determined financings. Since this debt (i) was not
issued by the State (or on behalf of the State), (ii) does not result in a State contractual or direct
obligation to pay debt service and (iii) is not considered State debt in the CAFR of the State, it
is not included in the Enacted Plan. In addition, debt issued by public authorities that is
supported entirely by authority revenues (e.g., Thruway tolls, MTA fares) is not reflected in the
Enacted Plan. However, such debt is reflected in the respective financial statements of the
local governments and public authorities responsible for its repayment.

ADDITIONAL INFORMATION ON NEW YORK STATE’'S DEBT PORTFOLIO

The Division of the Budget (DOB) has additional information available on its public website
(http://www.budget.state.ny.us) to support the Enacted Capital and Debt Plan. The Investor’s
Guide section of the site contains detailed information on New York State bonds including: the
bond sale schedule, swap and variable rate capacity reports, variable rate trading activity,
Personal Income Tax (PIT) revenue bond debt service and debt outstanding, and monthly
swaps reports.










OVERVIEW

The 2007-08 Enacted Plan includes the following highlights.

New Debt Management Initiatives

The budget authorized a variety of debt management initiatives, including:

= An additional $250 million in funding to reduce State debt levels and future debt
service costs. Itis expected that these moneys will be utilized in 2007-08 to reduce
the highest cost State debt.

= An increase in the caps on interest rate exchange agreements and variable rate
from 15 to 20 percent of State-supported debt outstanding.

= Authorization to refund outstanding service contract bonds under a consolidated
structure.

Debt Affordability Measures

Overall debt affordability measures from 2006-07 through 2011-12 show:

= State-related debt (the most comprehensive measure) declines from 5.9 percent of
personal income in 2006-07 to 5.5 percent in 2011-12.

= State-related debt service increases from 4.4 percent of the All-Funds Budget in
2006-07 to 4.9 percent in 2011-12.

= Capital spending financed by cash resources (“pay-as-you-go”) is projected at
roughly 40 percent of overall capital spending, a decline from current levels of
roughly 48 percent.

Capital Projects Spending

Capital projects spending is projected to be $10.1 billion in 2007-08 (including “off-
budget spending” directly from bond proceeds), an increase of $3.2 billion (47.0
percent) over 2006-07. This growth is primarily attributable to increases for EXCEL
capital grants for school construction ($1.2 billion), economic development and
government oversight ($866 million), transportation ($448 million), higher education
(%206 million), and health and social welfare ($221 million).

Capital spending for the five years averages approximately $9.2 billion annually, with
the largest spending for transportation (50 percent), education/higher education (17
percent), economic development (10 percent), and the environment (6 percent).

The Enacted Plan reflects new initiatives compared to earlier plans, including $646
million for a variety of projects for SUNY and CUNY, $200 million for implementation of
new community residential housing for OMH, $78 million for judicial court officers
training facilities, and $600 million for stem cell innovation (non-capital). The budget did
not reflect a proposed $300 million in economic development funding intended to attract
and retain businesses.



The Legislature and Executive have indicated they may consider some additional capital
initiatives later in the current legislative session.

Debt Outstanding

State-related debt outstanding is projected to total $52.0 billion in 2007-08, an increase
of $3.8 billion (8.0 percent) from 2006-07. The annual increase includes $1.4 billion for
K-12 school construction through the Expanding our Children's Education and Learning
(EXCEL) Program, $540 million for public higher education facilities, $737 million for
transportation, and $1.2 billion primarily for economic development projects.

Over the period of the Enacted Capital and Debt Plan, State-related debt outstanding is
projected to increase from $48.1 billion in 2006-07 to $58.7 billion in 2011-12, or an
average of 4.0 percent annually. The majority of the increase is for transportation ($4.4
billion), the EXCEL school construction initiative ($1.5 billion), public higher education
facilities ($2.5 billion), and economic development projects ($2.9 billion).

Debt Issuances

Debt issuances of $6.4 billion are planned in 2007-08, an increase of $2.7 billion over
2006-07, or 74 percent. The annual increase is primarily attributable to EXCEL school
construction ($681 million), transportation ($206 million), and economic development
programs ($1.4 billion). The most significant planned economic development issuances
are for Economic Development initiatives ($564 million) including Economic
Development, University Development, Homeland Security, Environmental, and
Academic Research projects, Regional Economic Growth ($161 million) including
Employment Opportunity Fund projects and projects for Generating Employment
through New York Sciences (GeNYsis) and a semiconductor manufacturing facility
($102 million).

Over the period of the Enacted Capital and Debt Plan, new debt issuances are
projected to total $26.3 billion. Most of the new issuances are for transportation ($8.2
billion), education facilities ($5.2 billion), economic development ($4.9 billion), the
EXCEL school construction program ($1.8 billion), and improvements to mental hygiene
facilities ($2.4 billion).

Debt Service

State-related debt service is projected at $4.7 billion in 2007-08, a decrease of $258
million (5.2 percent) from 2006-07. The decrease reflects the timing of debt service
payments for SUNY Educational Facilities and LGAC that were paid earlier than
expected at the end of 2006-07 rather than early in 2007-08. Absent timing, debt
service is projected to increase by $207 million, or 4.3 percent.

State-related debt service is projected to increase from $5.0 billion in 2006-07 to $6.8
billion in 2011-12, or at an average of 6.4 percent annually. The majority of the increase
is for transportation, consistent with the Dedicated Highway Fund restructuring and
increased program spending ($882 million); higher education facilities ($198 million); the
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EXCEL school construction initiative ($197 million); and economic development and
housing programs ($450 million).

Debt Retirements

Debt retirements of $2.6 billion are projected for 2007-08, about $24 1 million more than
in 2006-07.

Debt retirements are projected to increase from $2.3 billion in 2006-07 to $4.0 billion in
2011-12, or an average of 11.2 percent annually. The majority of the increase is for
transportation ($535 million), education ($342 million), economic development and
housing ($245 million), tobacco bonds ($202 million), and health and mental hygiene
($124 million).






SECTION Il: EXECUTIVE SUMMARY






2007-08 ENACTED BUDGET SUMMARY

This section summarizes the Enacted Budget’s debt affordability measures and new debt
initiatives, as well as five-year projections of capital spending, PAYGO revenues, debt levels,
debt service costs, debt issuances, and debt retirements.

DEBT AFFORDABILITY SUMMARY

State debt levels and costs continue to remain affordable, based on a variety of debt
measures commonly used by the financial community. Some key measures are summarized
below. All measures reflect the total level of State-related debt issued for all State purposes as
reported in the State’s Comprehensive Financial Report (as described in the Introduction of this
Plan). A more detailed analysis of affordability measures appears later.

State-Related Debt as a Percent
s.0n Of Personal Income

Total State-related debt as a percent of
personal income is projected to decline
from 5.9 percent in 2006-07 to 5.5 percent
in 2011-12.

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

The projections from 2006-07 to 2011-12 reflect a roughly 4.0 percent average annual
increase in debt levels and a roughly 5.3 percent annual average increase in statewide
personal income.

-11 -



State-Related Debt Service as a Percent of
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Total State-related debt as a percent of
All Funds Budget is projected to
increase from 4.4 percent in 2006-07 to
4.9 percent in 2011-12.

2006-07

2007-08 2008-09 2009-10 2010-11 2011-12

Beginning in 2006-07, debt service costs are projected to increase by an average of 6.4
percent annually, while All Funds receipts are projected to grow by 4.4 percent annually. The
higher debt service costs primarily reflect the increased costs for the Dedicated Highway and
Bridge Trust Fund after the 2005 restructuring and increased transportation program levels, the
EXCEL school construction initiative, the expanding SUNY and CUNY capital programs, and
economic development purposes.
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As discussed in more detail below and later in this Plan, the level of projects financed with
cash from both State and Federal sources is expected to decline from roughly 48 percent in
2006-07, to 38 percent in 2007-08 and 2008-09, before rising to 49 percent by 2011-12.

SUMMARY OF DEBT AND PAY-AS-YOU-GO FINANCING FOR CAPITAL SPENDING

The State utilizes Federal and State PAYGO resources and issues bonds (both directly and
through public authorities) to finance capital spending. The types and amounts of financing
used to support this capital spending are summarized below.

Capital projects spending is projected to total $46.0 billion from 2007-08 through 2011-12
(approximately $9.2 billion annually). These disbursements reflect all capital spending,
including continued spending for the new EXCEL program and other capital projects which are
reflected as “off-budget” spending directly from bond proceeds. Thus, these amounts reflect all
capital projects disbursements that are currently reported in the State’s cash-basis accounting
system as well as disbursements made directly from bond proceeds which are currently
reflected only in the GAAP accounting statements.

The following chart displays annual capital spending by functional category from 2006-07
through 2011-12. Roughly 42 percent of all capital spending is projected to be financed with
State and Federal PAYGO resources for the five-year period from 2007-08 to 2011-12, while 58
percent is projected to be financed with authority-issued bond proceeds and voter-approved

general obligation bonds.

CAPITAL SPENDING BY FUNCTION

CAPITAL PROGRAM AND FINANCING PLAN UPDATE

2006-2007 THROUGH 2011-2012
(thousands of dollars)

Spending 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
Transportation 3,714,450 4,162,349 4,454,438 4,700,957 4,826,928 4,890,757
Parks and Environment 547,851 601,403 583,140 567,403 577,403 577,403
Economic Development & Gov't. Oversight 372,082 1,237,619 1,279,541 913,905 653,940 423,618
Health and Social Welfare 137,672 359,222 435,433 386,988 305,098 128,165
Education-EXCEL 296,863 1,450,000 853,000 0 0 0
Education-All Other Programs 948,919 1,155,476 1,302,680 1,290,082 1,098,192 860,788
Public Protection 273,921 343,011 349,166 350,380 374,280 369,800
Mental Hygiene 367,724 407,320 591,912 692,990 558,101 586,581
General Government 104,080 114,962 130,139 124,000 74,500 70,250
Other 85,927 239,356 182,706 147,250 94,650 94,150
Total 6,849,489 10,070,718 10,162,155 9,173,995 8,963,092 8,001,512
2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
Financing Source
State Pay-As-You-Go 1,574,486 1,806,292 1,831,880 1,900,699 1,849,621 1,891,307
Federal Pay-As-Y ou-Go 1,737,288 1,998,784 2,015,063 2,001,369 2,004,807 2,028,919
General Obligation Bonds 107,892 374,387 561,985 647,516 584,276 454,360
Authority Bonds 3,429,823 5,891,256 5,753,228 4,624,372 4,124,389 3,626,927

Total

6,849,489 0,070,719 0,762,756 9,173,956 8,563,093 8,001,513

-13 -



DEBT LEVELS

The State’s debt levels are the result of three factors: (i) the amount of debt issued in prior
years, (ii) the amount of capital spending that will be financed with new debt during the forecast
period, and (iii) the amount of debt that is planned to be retired (paid off) during the forecast
period.

Projected Debt Outstanding
(millions of dollars)

2006-07 2007-08 2008-09 2009-10  2010-11 2011-12
Existing State-Related Debt Outstanding 48,139 45,740 43,279 40,633 38,025 34,903
(as of 3/31/07)
Total New Debt (net of retirement)

SUNY/CUNY 0 954 1,947 3,043 3,902 4,607
EXCEL (School Construction) 0 1,394 1,743 1,682 1,617 1,549
Economic Development 0 1,219 2,371 3,080 3,454 3,544
Transportation 0 1,066 2,161 3,204 4,345 5,554
All Other 0 1,603 3,542 5,499 7,158 8,495
Total State-Related Debt Outstanding $48,139 $51,975 $55,043 $57,140 $58,501 $58,652

The $52.0 billion of State-related debt in 2007-08 consists of debt issued for each of the
major programmatic areas as summarized below. The debt of the Local Government
Assistance Corporation (LGAC, issued to eliminate cash-flow borrowing) and Tobacco bonds
(issued to stabilize finances after September 11") are not allocable to any specific functional
area since they served a statewide purpose.

Debt Outstanding by Function
$52.0 Billion Projected at March 31, 2008

Transportation

27% Tobacco
7%
Other
3%

Corrections &
State Facilities

10% Ec Devel & Hsg
8%
LGAC
8%
Health & MH )
8% Education

Environment 24%

5%
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The chart below portrays the same level of debt outstanding, but allocates it by type of
credit structure. As the State continues to issue Personal Income Tax-backed (PIT) bonds, itis
expected that the debt outstanding for service contract bonds will decline, while the PIT bonds
will increase. Analyses later in this Plan provide more detail on the components and types of
State debt.

Debt Outstanding by Credit Structure

$52.0 Billion Projected at March 31, 2008
Dedicated -

Service Contract Transportation

28%

Tobacco

7%
MH & Health
Revenue Other
8% 3%
General Obligation
6%

LGAC
8%

SUNY Dorm Income
2%

PIT Revenue
25%

DEBT SERVICE

The State’s debt service costs consist primarily of payments to meet obligations for bonds
issued over the past 30 years, as well as new debt service costs that will result from bond
issuances projected to occur during the forecast period. The table below summarizes the
State’s existing debt service costs and new debt service costs resulting from planned new
issuances from 2007-08 through 2011-12.
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Projected Debt Service
(millions of dollars)

2006-07 2007-08 2008-09 2009-10  2010-11 2011-12
Existing State-Related Debt Service 5,004 4,561 4,746 4,665 4,805 4,692

Total New Debt Service

SUNY/CUNY 0 48 119 201 273 333
EXCEL (School Construction) 0 70 133 147 147 147
Economic Development 0 0 136 287 382 445
Transportation 0 47 138 232 330 440
All Other 0 20 197 396 604 758
Total State-Related Debt Service $5,004 $4,746 $5,469 $5,928 $6,541 $6,815

The following charts provide a summary of the major debt service costs by both function
and financing program.

Debt Service by Function
$4.7 Billion Projected in 2007-08 Budget

Transportation Tobacco
27% 9%
° ° Other
2%
Corrections & State
Facilities
12%
Ec Devel & Hsg
8%
LGAC
6%
Health & MH Education
7% Environment 21%

8%

Significant bond-financed capital investments, primarily for transportation, education,
corrections, economic development, mental hygiene facilities, and the environment drive more
than 83 percent of the State’s debt service costs.

The vast majority of debt service costs are for bonds issued on the State's behalf by public
authorities. As the State continues to issue bonds using the PIT credit, it is expected that debt
service for service contract bonds will decline, while the PIT revenue program debt service will
increase.
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Debt Service by Credit Structure
$4.7 Billion Projected in 2007-08 Budget

Service Contract
32%

Dedicated -
MH & Health Transportation
Revenue 10%

7%
SUNY Dorm Income
1%
Tobacco
9%
Other
PIT Revenue 20,
21% LGAC General Oobligation

DEBT ISSUANCES

Projected debt issuances will finance capital investments for the five-year transportation
plan, the five-year higher educational facilities plan, increased school construction, to protect
the environment, and to preserve correctional and mental hygiene facilities. New debt
issuances are projected to increase to $6.4 billion in 2007-08 and decline gradually thereafter.

Projected Debt Issuances
(millions of dollars)

2006-07 2007-08 2008-09 2009-10  2010-11 2011-12

SUNY/CUNY 0 967 1,021 1,138 915 773
EXCEL (School Construction) 0 1,438 408 0 0 0
Economic Development 0 1,473 1,352 964 686 446
Transportation 0 1,138 1,622 1,687 1,760 1,744
All Other 0 1,410 1,420 1,464 1,326 1,183
Total State-Related Debt Issuances $3,688 $6,426 $5,823 $5,253 $4,687 $4,146

-17 -



The following pie charts provide a distribution of the projected debt issuances for 2007-08
by both functional area and financing program.

2007-08 Debt Issuances by Function
$6.4 Billion Projected

EXCEL Environment

22% 4% Health & MH
7%
Corrections &

State Facilities
7%

Higher Education
16%

Transportation
21%

Ec Devel & Hsg
23%

Consistent with recent experience, education (including the EXCEL program),
transportation, and economic development projects are projected to result in the vast majority
(roughly 82 percent) of new issuances.

For the Plan period, the PIT credit is expected to replace all of the State’s service contract

bonding, and is projected to comprise three-fourths of all new State bond issuances. The
remaining one-fourth is divided between general obligation bonds and other revenue credits.
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2007-08 Debt Issuances by Credit Structure
$6.4 Billion Projected

PIT Revenue
75%

General
Obligation
6%

Dedicated -

Transportation M: & Health SUNY Dorm
11% evsnue Income
6 /0 2%

DEBT RETIREMENTS

The Retirements table presents the annual repayment of principal for State-related debt. It
accounts for retirements as of the payment date due to bondholders, rather than the actual date
the State makes the cash payment. For example, if principal payments are due on April 1, the
bonds are considered outstanding on March 31, even if the State is contractually obligated to
make payments to the trustee prior to that date.

Projected Debt Retirements
(millions of dollars)

2006-07 2007-08 2008-09 2009-10  2010-11 2011-12

Existing State-Related Debt Retirements 2,349 2,515 2,461 2,646 2,608 3,121

Total New Debt Retirements

SUNY/CUNY 0 13 27 42 56 68
EXCEL (School Construction) 0 45 59 61 64 68
Economic Development 0 0 76 149 206 249
Transportation 0 12 34 68 103 142
All Other 0 5 98 190 289 346
Total State-Related Debt Retirements $2,349 $2,590 $2,755 $3,156 $3,326 $3,994

The following pie charts provide a distribution of projected debt retirements by both
functional area and financing program.
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Debt Retirements by Function
$2.6 Billion Projected in 2007-08 Budget

Transportation
24%

Tobacco

9%

Other
3%

Corrections &
State Facilities

11%
Ec Devel & Hsg
LGAC 11%
6%
Health & MH
6%

Education

Environment 20%

10%

The rate at which State-related debt is retired or paid off has a significant impact on the
State’s ability to generate bond capacity to finance its capital programs. The term of new
money bonds will continue to be no greater than the useful lives of the projects financed. In
addition, a maximum ten-year term will continue to be used for taxable programs, and thirty
years for tax-exempt debt.

Retirements of State-related debt are projected to average $3.2 billion annually.
Retirements will increase for many of the State’s largest bonding programs, including those for
the Consolidated Highway Improvement Programs (CHIPs), SUNY, CUNY, the Department of
Correctional Services and Mental Health, but will be reduced for the Dedicated Highway and
Bridge Trust Fund Bonds (DHBTF) due to the 2005 restructuring.
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Debt Retirements by Credit Structure
$2.6 Billion Projected in 2007-08 Budget

Service Contract Dedicated -
33% Transportation

7%

Tobacco

9%
MH & Health
Revenue
6% Other
3%

SUNY Dorm
Income

19 General Obligation
(o]

14%

PIT Revenue 6%
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DEBT MANAGEMENT INITIATIVES

The 2007-08 Enacted Budget contains statutory and administrative initiatives to reduce the
State’s debt burden and generate debt service savings. The initiatives include:

e Utilizing $250 million in resources to reduce State debt levels. These moneys will be
used during 2007-08 to reduce high cost debt or pay cash for capital projects that would
otherwise be financed through the issuance of new debt.

¢ Enhanced flexibility and savings opportunities through increases to the caps on both
interest rate swaps and variable rate debt obligations from 15 to 20 percent of debt
outstanding.

e Authorization to refund older service contract debt under a consolidated credit structure,
thereby reducing issuance costs and increasing savings opportunities.

¢ Increasing the efficiency of the State bond sale process. The State will also continue to

actively manage its variable rate debt portfolio to best tailor the mix of the lowest cost
variable rate products and providers.

-21 -



CHANGE IN CAPITAL PROJECTS INITIATIVES AND DEBT LEVELS FROM
EXECUTIVE BUDGET

New capital spending authorizations in the Enacted Plan total $38 million, while total
spending is reduced by $1.9 billion from the amounts recommended in the 2007-08 Executive
Budget. Total spending over the Five-Year Plan period is now projected to be $46.0 billion.
Changes to capital projects authorizations include:

e The budget authorized $600 million in operating assistance for stem cell research. The
plan does not currently reflect capital spending for stem cell, life sciences and emerging
technologies, although this continues to be assessed.

e $300 million reduction in economic development funding for the Governor's proposal to
attract and retain business.

e $36 million addition for State and Local transportation projects and $2 million for the
rehabilitation of hearing rooms in the Legislative Office Building.

The following chart summarizes the increased/new capital spending initiatives contained in
the Enacted Budget.

Capital Projects Funds Spending - New/Increased Capital Initiatives
Five-Year Total (2007-08 through 2011-12)
(including 21-Day Amendments)

Recommended Enacted
Agency/Program Executive Budget Change Budget
Bonded Financing:
Education/Higher Education:
SUNY/CUNY Higher Education Facilities $645,500 $0 $645,500
State Education Department Libraries Program $14,000 $0 $14,000
State Education Cultural Education Storage Facilities $60,000 $0 $60,000
Economic Development and Government Oversight:
Stem Cell and Innovation $1,500,000 ($1,500,000) $0
Economic Development Attract/Retain Business $300,000 ($300,000) $0
Economic Development Chip Development Plant* $300,000 $0 $300,000
Economic Development Other $50,450 $0 $50,450
(Govls., Roosevelt Is., Harriman Tech Park, Niagara Falls)
Mental Hygiene:
Community Residential Facilities $200,000 $0 $200,000
Other:
Judiciary Court Officer Training Facilities $77,900 $0 $77,900
State Police Facilities $50,000 $0 $50,000
Transportation $0 $16,000 $16,000
Legislative Office Building Hearing Rooms $0 $1,300 $1,300
Federal Financing:
Transportation $0 $2,000 $2,000
Pay-As-You-Go Financing:
Stem Cell $66,000 ($66,000) $0
Transportation $0 $18,000 $18,000
Legislative Office Building Hearing Rooms $0 $1,050 $1,050
Total $3,263,850 ($1,827,650) $1,436,200

*- Although not yet enacted, spending for $300 million in capital grants related to a computer chip development plant is
assumed within this Plan. It is anticipated that the Legislature will act on this capital initiative during 2007-08.
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DEBT AFFORDABILITY

While State debt levels and debt costs are relatively high on an aggregate basis, they
continue to remain affordable based on a variety of debt measures commonly used by the
financial community -- debt as a percent of statewide personal income, debt per capita and
debt service costs as a percent of the All Funds budget.

As discussed in the Introduction, State debt is classified as either State-supported debt,
which includes both general obligation debt and debt issued on behalf of the State by public
authorities, or State-related debt, which includes State-supported debt plus State-guaranteed
debt, moral obligation debt, and contingent-contractual financings, where debt service is paid
from non-State sources. The following measures all utilize the more comprehensive State-
related debt amounts.

DEBT AS A PERCENT OF PERSONAL INCOME

State-Related Debt as a Percent of Personal Income
8.0% -
Total State-Related debt as a percent of
75% | personal income is projected to decline
from 6.6 percent in 1997-98 to 5.5 percent
70% - in 2011-12.
6.5% -
600/0 T - ‘— " - ’~
h’ .
5.5% - ‘o
5.0% -
45% T T T T T T T T T
1997-98 2000-01 2003-04 2006-07 2009-10

State-related debt outstanding as a percentage of personal income is projected to drop
from 6.6 percent in 1997-98 to 5.5 percent in 2011-12. Much of the decline that occurred
from 1997-98 through 2001-02 resulted from the elimination of the State’s moral obligation
on $4.2 billion in New York City Municipal Assistance Corporation (MAC) bonds in 2001-02.
For a two-year period beginning in 2001-02, State-related debt outstanding increased as
the State issued $4.5 billion in tobacco bonds to help address the fiscal crisis following
September 11". By the end of the fifth year of the current Plan, debt outstanding as a
percentage of personal income is projected to drop to its lowest level since 2001-02, the
combined result of controlled use of new bond financings and projected growth in personal
income.
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Between 1998 and 2005, New York’s debt as a percent of personal income decreased from
6.4 percentto 6.1 percent. The experience of the last several years in New York mirrors that of
its peer states and reflects a national trend toward increased debt immediately following the
fiscal stress of September 11" and more moderating debt levels thereafter.

Percent of Personal Income

New York's Debt as a Percent of Personal
Income Compared to Other States

—& — Peer Average
—— U.S. Average

A— New York
6.4 %
A 6.1%
A A
A A " A A
—_— =
_ -

1998 1999 2000 2001 2002 2003 2004 2005

Note: Data points represent debt at the calendar year-end as a percent of the previous year’s personal income.

Source: Moody'’s Investors Service, Inc. for other states, State Comptroller reports for New York State.
Peer states include: MA, CA, NJ, IL, FL, PA, OH, M|, TX, CT.

STATE DEBT SINCE 1997-98

The average growth in State-related debt from 1997-98 to 2007-08 was 3.4 percent
compared to the average annual growth in inflation of 2.7 percent and 4.5 percent growth in
personal income during that same time period.
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Percent Growth in State-Related Debt Outstanding
1997-98 through 2007-08
4.5%
3.4%
2.7%
Debt Outstanding Inflation Personal Income

As noted in the chart below, the above average increase in State debt in 2002-03 and 2003-
04 is primarily related to the issuance of tobacco bonds to help respond to the fiscal impact of
September 11". The overall average increase during this time period (including tobacco
bonds) is 3.2 percent.

Percent Change in State-Related Debt Outstanding

15.4%

-0.2%

1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12

-27 -



The following table provides the detailed data to support the earlier graphs.

State-Related Debt Outstanding, 1997-98 through 2005-06
(millions of dollars)

1997-98 | 1998-99 | 1999-00 2000-01 2001-02
Personal Income $557,024 | $591,847 | $619,659| $663,005 | $679,886
State-Related Debt Outstanding $37,042 | $37,699 | $38,582 | $38,661 $38,601
State-Related Debt Outstanding as a %
of Personal Income 6.6% 6.4% 6.2% 5.8% 5.7%
2002-03 | 2003-04 2004-05 2005-06

$677,605| $693,533 | $742,209 | $771,990
$40,531 | $46,773 | $46,744 $46,927

Personal Income
State-Related Debt Outstanding

State-Related Debt Outstanding as a %
of Personal Income

6.0% 6.7% 6.3% 6.1%

Projected State-Related Debt Outstanding, 2006-07 through 2011-12
(millions of dollars)

2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 2011-12
Personal Income $818,426 | $864,655| $910,332 | $957,434 | $1,007,800] $1,059,994
State-Related Debt Outstanding $48,139 | $51,975 | $55,043 | $57,140 | $58,501 $58,652
State-Related Debt Outstanding as a %
of Personal Income 5.9% 6.0% 6.0% 6.0% 5.8% 5.5%

DEBT PER CAPITA

The average annual growth in debt per capita is slightly higher than the growth in inflation
over the past ten years.

Percent Growth in State Debt per Capita
1997-98 through 2007-08
3.1%
2.7%
0.4%
Debt Per Capita Inflation Population
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State-Related Debt per Capita
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State-related debt per capita is projected to increase from $1,984 in 1997-98 to $3,016 in
2011-12, an average annual increase of 2.9 percent. The State’s population is projected to
remain relatively stable at approximately 19.4 million individuals, thus the projected increase
over the Plan results primarily from the issuance of new debt to fund new State capital projects.

2005 Total Per Capita State Debt
New York and Peer State Rankings

Massachusetts [T AR e TR EEERRRTO T T EEEERRRYYIYY T EEEER $4,128 1
Connecticut [ e TR EERRROT YT TATEERRRRYYTYTY T $3,624 2
New Jersey [T ILEEEEEECO O EArEREEREEO e T ERRRRROTIO T AEERRRTYOT 4
N York
ew Yor! 5 C
Ntinois  [INIAEICIITCCAEEEEATITRCCRITCRFEEEARRRRCRRRCCREFYFIAR 6 w
California 9 Py
Q
U.S. Average %
Florida 19
20
Ohio
Pennsylvania 25
Michigan 30
Texas [ 44
T T T T T
$0 $1,000 $2,000 $3,000 $4,000 $5,000

Source: Moody'’s Investors Service, Inc. for peer states; NYS Comptroller Annual Report for NYS.
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New York’s debt per capita of $2,430 ranks fifth highest in the nation. Connecticut,
Massachusetts, Hawaii, and New Jersey have higher debt per capita ratios than New York.

The table below provides the detailed data to support the earlier graphs.

State-Related Debt Per Capita, 1997-98 through 2005-06
(millions of dollars)
1997-98 | 1998-99 | 1999-00 | 2000-01 2001-02
State-Related Debt Outstanding $37,042 | $37,699 | $38,582 | $38,661 $38,601
State Population (millions) 18.7 18.8 18.9 19.0 19.1
State-Related Debt Per Capita $1,984 $2,008 $2,042 $2,033 $2,021
2002-03 | 2003-04 | 2004-05 | 2005-06
State-Related Debt Outstanding $40,531 | $46,773 | $46,744 $46,927
State Population (millions) 19.2 19.2 19.3 19.3
State-Related Debt Per Capita $2,114 $2,430 $2,423 $2,429
Projected State-Related Debt Per Capita, 2006-07 through 2011-12
(millions of dollars)
2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 2011-12
State-Related Debt Outstanding $48,139 | $51,975 | $55,043 | $57,140 | $58,501 $58,652
State Population (millions) 19.3 19.3 194 194 194 194
State-Related Debt Per Capita $2,493 $2,688 $2,843 $2,946 $3,012 $3,016

DEBT SERVICE

State-related debt service as a percentage of the All Funds budget will decline from 5.6
percent in 1997-98 to a projected 4.9 percent at the end of 2011-12. The sharp decline in
2002-03 and 2003-04 results from two factors: (i) the use of $1 billion in surplus moneys to
eliminate high-cost debt which artificially increased debt service costs in the prior years and (ii)
a series of refundings which took advantage of historically low interest rates. Due to post
September 11" State deficits, most of the refundings were structured to provide maximum debt
service savings over a three to five year period. Beginning in 2004-05, debt service costs
began to rise again primarily due to the end of the aforementioned refinancing savings, the
restructuring of the Dedicated Highway program, the issuance of Tobacco Bonds with a
relatively short amortization period of 16 years, and the onset of both the Transportation Bond
Act of 2005 and the EXCEL school construction bonding program.
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State-Related Debt Service as a Percent of All Funds Budget
6.0% - Total State-Related debt service as a
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The average annual rate of growth in debt service from 1997-98 through 2007-08 of 2.4
percent is lower than inflation of 2.7 percent and State revenue growth (after tax cuts) of 6.1
percent during that same time period.

Percent Growth in State-Related Debt Service
1997-98 through 2007-08
6.1%
2.7%
2.4% °
Debt Service Inflation All Funds Budget
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Debt Service growth is projected to average roughly 6.4 percent in the forecast period
due to fewer refunding opportunities, the Dedicated Highway debt restructuring, continued
bond-financing support for education and economic development capital programs, and the
continued implementation of both the Transportation Bond Act of 2005 and the EXCEL
school construction bonding program.

Percent Change in State-Related Debt Service

17.4%
15.2%

14.6%14.7%

-24.3%

1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12

The following table provides the detailed data to support the previous graphs.

State-Related Debt Service, 1997-98 through 2005-06
(millions of dollars)

1997-98 | 1998-99 | 1999-00 | 2000-01 2001-02
All Funds Budget $66,246 | $72,551 | $76,804 | $83,527 $84,312
State-Related Debt Service $3,737 $3,738 $3,887 $4,368 $4,437
State-Related Debt Service as a % All Funds Budget 5.6% 5.2% 5.1% 5.2% 5.3%
2002-03 | 2003-04 | 2004-05 | 2005-06
All Funds Budget $88,274 | $99,698 | $101,381 | $107,027
State-Related Debt Service $3,358 $3,847 $4.412 $4,264
State-Related Debt Service as a % All Funds Budget 3.8% 3.9% 4.4% 4.0%
Projected State-Related Debt Service, 2006-07 through 2011-12
(millions of dollars)
2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 2011-12
All Funds Budget $113,134 | $119,847| $125,662 ] $130,541 | $135,889 | $140,249
State-Related Debt Service $5,004 $4,746 $5,469 $5,928 $6,541 $6,815
State-Related Debt Service as a % All
Funds Budget 4.4% 4.0% 4.4% 4.5% 4.8% 4.9%
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DEBT POLICY AND PORTFOLIO

OVERALL POLICY

The State’s overall debt policy goal is to ensure that debt levels and costs remain

affordable, while providing the financing support necessary to proceed with critical capital
investments.

The State’s current policy is to restrict the level of new debt issuances such that the State

will gradually: (i) reduce the total amount of outstanding debt to less than 4 percent of
Statewide personal income and (ii) reduce debt service costs to less than 5 percent of the
overall budget.

SUMMARY OF GUIDELINES

The State’s current debt management policy is available on DOB's website. Some key

elements of the current policy include:

All new tax exempt State debt must utilize level debt service with a final maturity that is not
greater than the projects’ useful lives, but in no event longer than 30 years.

Taxable debt shall be issued with a final maturity that is not greater than the projects’ useful
lives, but in no event longer than ten years.

For a standard fixed rate refunding, each individual bond maturity must have net present
value (NPV) savings of at least the following amounts:

Years From Call to Maturity Years to Call
0to 2 3to7 8to 10
0to5 0.5% 1.0% 2.0%
6to 10 1.0% 2.5% 4.0%
11to 15 3.0% 4.0% 5.0%
16 to 20 4.0% 5.0% 5.5%

In addition to achieving the above maturity-by-maturity NPV savings, total NPV savings
must be at least three times the refunding’s costs of issuance, including underwriters’
discount.

Refundings utilizing fixed rate payer swaps must have NPV savings, by individual maturity,
that are higher than for traditional fixed rate bonds: 2 percent above for the Bond Market
Association (BMA) index-based swaps, and 5 percent higher for 65 percent of London Inter-
Bank Offered Rates (LIBOR) based swaps.

Refundings utilizing convertible or put bonds must have individual maturity NPV savings
that are at least 3 percent higher than for fixed rate bonds.

The State plans to expand the use of variable rate debt by roughly $2 billion over the next
two to four years.
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STATE DEBT OBLIGATIONS

This Plan provides information on both State-supported and the more comprehensive State-
related debt levels as described below:

State-supported debt includes general obligation debt approved by the voters as well as debt
that is issued on behalf of the State by public authorities, where the State is contractually
obligated to pay debt service, subject to appropriation.

State-related debt is more comprehensive and includes State-supported debt noted above, as
well as State-guaranteed debt, moral obligation financings and certain contingent-contractual
obligation financings, where debt service is paid from other non-State sources and State
appropriations are available, but not expected to be needed, to make payments.

State-related debt levels reported in this Plan are the cash-basis amounts of the actual
GAAP debt levels reported in the CAFR. Thus, it reflects all debt issued by the State (including
blended component units) for Government activities and Business-type activities as defined in
the State’s CAFR and accounted for by independent auditors.

Consistent with the State’s official CAFR, State-related debt does not include debt that is
issued by, or on behalf of, local governments that may be funded in part by State local
assistance aid payments. For example, State support for programs such as school aid to local
districts or aid for New York City may in turn be used by those local entities to help finance debt
service for locally-sponsored and locally-determined financings. Since this debt (i) was not
issued by the State (or on behalf of the State), (ii) does not result in a State obligation to pay
debt service and (iii) is not considered State debt in the Comprehensive Annual Financial
Report of the State, it is not included in this Plan. In addition, debt issued by public authorities
that is supported entirely by authority revenues (e.g., Thruway tolls, MTA fares) is not reflected
in this plan. However, such debt is reflected in the respective financial statements of the local
governments and public authorities responsible for its issuance.

Types of State-related debt in addition to State-supported debt include the following:
State-Guaranteed Debt

The State Constitution and applicable statutes expressly authorize the State to directly
guarantee certain public authority debt obligations that finance or guarantee loans to encourage
economic development throughout the State. The statute further limits the amount of such
bonds that may be outstanding at any one time to $750 million.

The only obligations outstanding under this authorization have been issued by the Job
Development Authority (JDA), doing business as Empire State Development Corporation
(ESDC). As of March 31, 2007, outstanding JDA obligations were $57 million, a decline of $5
million from the end of 2005-06. The State has never been called upon to make any payments
pursuant to such guarantees and does not anticipate that it will be called upon to make any
State-guaranteed payments.
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Moral Obligation Financings

The State’s current outstanding moral obligation financings have involved the issuance of
debt by a public authority to finance a revenue-producing project. The debt is secured by
project revenues and includes statutory provisions morally committing the State, subject to
appropriation by the Legislature, to restore any deficiencies that may occur in the issuer’s debt
service reserve fund.

Two authorities currently have outstanding moral obligation debt as authorized by their
enabling acts. The Housing Finance Agency (HFA) issued bonds to finance various housing
programs and hospital and health care facilities, while the Dormitory Authority of the State of
New York (DASNY) has statutorily assumed liability for bonds issued originally by the Medical
Care Facilities Finance Agency for the purpose of financing hospital and nursing home
facilities. As of March 31, 2007, outstanding moral obligation bonds were $62 million.

The Enacted Budget does not include any new moral obligation financings, and there has
never been a default on any moral obligation debt of any public authority.

Contingent-Contractual Obligations

The State has also used statutorily-authorized contingent-contractual obligation financings,
under which a contract obligates it to recommend appropriations to pay debt service on bonds
in the event there are shortfalls in revenues from the non-State resources available to pay debt
service on the bonds. Pursuant to legislation enacted in 1985 and 2003, respectively, the State
has entered into contingent-contractual obligation agreements related to bonds issued by
DASNY under the Secured Hospital Program and asset-backed revenue bonds issued by the
Tobacco Settlement Financing Corporation (TSFC). As required by these agreements, the
enacted debt service appropriation bill includes appropriation authority sufficient to pay debt
service due in 2007-08 on all such outstanding contingent-contractual obligations.

Contingent-contractual obligations under the Secured Hospital Program were issued for the
purpose of enabling 11 financially distressed not-for-profit hospitals to gain access to the capital
markets. Subject to annual appropriation, the State is contractually obligated to pay debt
service in the event that pledged revenues, including hospital payments made under loan
agreements between DASNY and the hospitals, and certain reserve funds held for the bonds,
are insufficient. The initial authorization to issue bonds under the Program, including refunding
bonds, expired on March 1, 1998. Legislation enacted in 2002 (which expired on December
31, 2004) and in 2006 (which expired on March 31, 2007), allowed certain eligible secured
hospital borrowers to refinance outstanding debt. The Enacted Budget does not anticipate that
any payments would be made from these contingent appropriations.

Legislation enacted in 2003 authorized the State to sell all of its tobacco settlement
payments to the TSFC (a statutorily-created corporation that is a subsidiary of the Municipal
Bond Bank Agency) through an asset-backed securitization transaction. The State entered into
a contingent-contractual obligation to pay debt service in the event that tobacco receipts are
insufficient. To ensure that State contractual payments will not be required and that tobacco
receipts are sufficient to pay debt service, the tobacco bonds were structured to meet or
exceed all rating agency tobacco bond stress tests. The bonds carry a nominal final maturity of
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20 years and an expected final maturity of 13 years. As of March 31, 2007, $4.1 billion in
tobacco bonds were outstanding.

The Enacted Budget does not contain any new contingent-contractual obligations, and there
have never been any payments from these contingent appropriations.

DEBT PORTFOLIO OVERVIEW

Over the past several years, New York State’s debt portfolio has grown in complexity as the
State began using more sophisticated investments to reduce its debt service costs. The market
for New York State-supported bonds is large and diverse, consisting of individual investors,
mutual funds, insurance companies, hedge funds, investment banks, trust departments and
money market funds. The concentration of high net worth individuals and businesses based in
the State creates significant demand for New York State bonds.

The State-related debt portfolio consists of fixed and variable rate debt obligations. The
fixed rate obligations total $46.1 billion, or 95.4 percent, of the total debt outstanding on March
31, 2007. Debt classified as bearing a fixed rate of interest includes:

o “Traditional” fixed rate bonds, where the State issues bonds bearing a fixed rate of
interest. More than three-quarters of all State debt falls into this category.

o “Synthetic” fixed rate bonds, where the State issues bonds bearing a variable rate of
interest, but enters into an interest rate exchange agreement (“swap”) to effectively
create a fixed rate obligation. The State has roughly $6 billion of debt that has a
“synthetic” fixed rate. Detailed information on the structure of specific State swaps is
available at www.budget.state.ny.us.

¢ “Convertible” bonds, where the State issues bonds that bear a fixed rate for a set period
of years, but then can be converted to a variable rate (or a fixed rate) at a specific future
date. The State has roughly $3.1 billion in convertible bonds. For planning purposes,
the State assumes that the bonds will be converted to variable rates on the mandatory
tender dates. They are counted as fixed rate obligations until that time. See
www.budget.state.ny.us for more information.

Variable rate obligations, exclusive of bonds that have been hedged with a fixed rate swap,
totaled $2.0 billion at the end of 2006-07, or 4.6 percent of overall State-related debt
outstanding. Detailed information on the State’s variable rate obligations is available at
www.budget.state.ny.us.

REFUNDINGS
In the last decade, the State has refinanced nearly 60 percent of its debt portfolio at

historically low interest rates. The following table provides an overview of the State’s $48.1
billion debt portfolio as of March 31, 2007.
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Refunding Opportunities
$48.1 Billion State-Related Debt Portfolio

Tobacco-Turbo
8% Previously
Refunded/Non
Callable
18%

Variable Rate
Bonds
16%

Very Low Interest

Rates
13% Refunded Since
Possible 2002-03
Refunding 42%
3%

As noted, only about 3 percent of the bonds in the State’s portfolio represent potential
refunding candidates. A majority of the State’s outstanding bonds have been recently
refunded (42 percent), were previously refunded or are non-callable (18 percent), or issued
at very low interest rates (13 percent). The remaining bonds are either variable rate (16
percent) or tobacco bonds with a turbo paydown structure (8 percent).

AVAILABLE INFORMATION

In addition to quarterly multi-year Financial Plan reports, and monthly and annual
comprehensive accounting reports, the State provides the following information:

e The Capital Program and Financing Plan (this report) is published twice a year, and
provides “one-stop shopping” for comprehensive information on State debt levels, debt
service costs, capital projects spending and debt affordability measures.

e The Annual Information Statement (“AlS”) is the principal means for disclosing financial
information pursuant to Federal securities law requirements. The AIS is published
annually within 30 days of budget enactment, and updated on a quarterly basis — with
supplements as needed for significant events or developments that occur between
quarterly updates.

e The Continuing Disclosure/Annual Update consists of information directly relevant to the

security of specific bonds that were issued by the State. When the State or its
authorities issues bonds, the issuer agrees to annually update certain financial
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information contained in the Official Statement used in connection with the issuance of
the bonds, and to provide timely notice of material events (as defined by the Securities
and Exchange Commission), for the benefit of investors in the secondary market.

All of this information is provided on the DOB’s website.
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MULTI-YEAR CAPITAL SPENDING RECOMMENDATIONS

The following section discusses in more detail the Capital Projects Spending section
contained in the Overview. The amounts displayed are estimates for All Governmental Funds
and include spending reflected in both the cash-basis and GAAP-basis accounting results. Key
changes to the recommendations included in the 2007-08 Executive Budget and over the
remaining four years of the Plan are discussed below.

Five-Year Share of Capital Investments

Transportation e
(50%) St

Mental Hygiene
(6%)

Public Protection
(4%)

Economic
Development &
Gov't Oversight

(10%)
Other
Higher Education (7%)

(12%) EXCEL

(5%) Environment

(6%)

Transportation spending, primarily for improvements and maintenance to the State’s
highways and bridges, continues to account for the largest share (50 percent) of total spending
over the Plan. This spending includes over $2.3 billion from the Rebuild and Renew New York
Transportation General Obligation Bond Act of 2005. The balance of total spending is for
capital investments in the areas of education (17 percent), mental hygiene (6 percent), public
protection (4 percent), economic development and government oversight (10 percent), parks
and the environment (6 percent), and health, social welfare, general government and other
areas (7 percent).
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2006-07 through 2011-12 Capital Spending Overview

CAPITAL SPENDING BY FUNCTION
CAPITAL PROGRAM AND FINANCING PLAN UPDATE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

Spending 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
Transportation 3,714,450 4,162,349 4,454,438 4,700,957 4,826,928 4,890,757
Parks and Environment 547,851 601,403 583,140 567,403 577,403 577,403
Economic Development & Gov't. Oversight 372,082 1,237,619 1,279,541 913,905 653,940 423,618
Health and Social Welfare 137,672 359,222 435,433 386,988 305,098 128,165
Education-EXCEL 296,863 1,450,000 853,000 0 0 0
Education-All Other Programs 948,919 1,155,476 1,302,680 1,290,082 1,098,192 860,788
Public Protection 273,921 343,011 349,166 350,380 374,280 369,800
Mental Hygiene 367,724 407,320 591,912 692,990 558,101 586,581
General Government 104,080 114,962 130,139 124,000 74,500 70,250
Other 85,927 239,356 182,706 147,250 94,650 94,150
Total ~ 6,849,489 — 10,070,718 — 10,162,755 ~— 9,173,955 ~ 8,563,002 ~ 8,001,512

CAPITAL SPENDING BY FINANCING SOURCES

CAPITAL PROGRAM AND FINANCING PLAN UPDATE
2006-2007 THROUGH 2011-12
(thousands of dollars)

2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012

Financing Source

State Pay-As-You-Go 1,574,486 1,806,292 1,831,880 1,900,699 1,849,621 1,891,307
Federal Pay-As-You-Go 1,737,288 1,998,784 2,015,063 2,001,369 2,004,807 2,028,919
General Obligation Bonds 107,892 374,387 561,985 647,516 584,276 454,360
Authority Bonds 3,429,823 5,891,256 5,753,228 4,624,372 4,124,389 3,626,927

Total T 6,849,489 — 10,070,779 ~— 10,162,756 9,173,956 8,563,093 __ 8,001,513
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New Capital Spending Recommendations

New initiatives in the 2007-08 Capital Program and Financing Plan compared to the 2006-
07 plan are summarized as follows:

Increased New Capital Spending Beginning in 2007-08
($1.44 B Over 5 Years)

Public Protection
$128 M

Mental Hygiene
$200 M

SUNY, CUNY, &
SED
$720 M

Transportation,
Economic
Development, and
Other
$388 M

This Enacted Plan reflects new initiatives recommended in the Executive Budget (including
changes put forward during the twenty-one-day amendment period) and additions made by the
Legislature:

e $78 million for the Judiciary for court officer training facilities.

e $200 million for the construction of new community residential housing for the Office of
Mental Health.

e $380 million for SUNY for various projects that address health and safety, rehabilitation
and preservation needs, including the Old Westbury and Stony Brook Southampton
campuses.

e $266 million for CUNY to meet critical needs including ongoing science projects at City
College and other health and safety, rehabilitation and preservation projects.

e $50 million for the expanded project scope, including other related State functions, for
the site of a new State Police Troop G headquarters.
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e $36 million for State and Local transportation projects and $2 million for the
rehabilitation of hearing rooms in the Legislative Office Building.

The Legislature and Executive have indicated they may consider additional capital initiatives
later in the current legislative session. The Plan also reflects $300 million for a computer chip
development center in upstate New York that has not yet been enacted.

TRANSPORTATION

The Enacted Plan continues to reflect the third year of the 2005-06 through 2009-10 five-
year Department of Transportation (DOT) capital plan, as amended, which will total over $18.7
billion in commitments directed at improving transportation facilities and transit systems across
the State. This program includes $10.1 billion for highway and bridge construction and
maintenance contracts.

The Plan will continue to be financed by PAYGO resources supported by dedicated taxes
and fees, Federal aid, funds from the Rebuild and Renew New York Transportation Bond Act,
and State-supported DHBTF bonds. Federal obligation authority available to DOT is projected
at approximately $1.8 billion annually throughout the Plan, consistent with the recently enacted
Federal transportation act.

Spending for transportation is projected to increase from $3.7 billion in 2006-07 to $4.2
billion in 2007-08, reflecting spending associated with the $18.7 billion five-year DOT Capital
Plan. Projections for 2011-12 are based on an assumption of flat commitment levels, as a
baseline assumption for a successor transportation plan.

Projected debt service costs and debt outstanding for the DHBTF Program reflect the
completion of a debt restructuring that extended the schedule for which principal amortizes to
more closely match the underlying useful lives of the projects financed.

The new Plan also continues to assist localities in funding various local transportatio