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No de_e_ broke_ s_espe_on or _h_ pe_on h_ b_n authorized by _e City to _ve any _rmation or _ make any
_pr_e_ns _ connexion wi_ _e N_es or the m_ described her_ other than those contained _ th_ O_

shah there be any s_e of the Notes by any pe_on in any jufi_icfion _ w_ch _ _ unlawful for such pe_on to make such
offe_ solicitation or sale. The _rmation and exp_m of opinion contained herein are subject _ change wi_o_ notice,

_l_c_ _eatdt_a_ _n_t_;_t__e_ld_u_'i_ ___ ThN O_MN_umNanCe's_mentCreateanyN
submi_ed _ connexion wi_ _e _ of the N_ _ed _ h_n and may not be _oduced or use_ _ wh_e or in pa_,
_r any _her pu_m_ No _p_n_tiom _e made or implied by the City as _ any offering of any derivative instruments.

The _o_ affecting the City_ finan_ con_t_n are com_e_ Th_ O_ _emem shoed be con_dered in _s
entire_ and no one _ctor con_de_d _ss importam _an any _h_ by reason of its location he_. Where ag_emen_

T_s O_ _eme_ co_ns _reca_ _e_ions and esfim_es that are b_ed on expe_afions and a_umpfions

expec_tions with rega_ _ere_ or any change in eve_ con_fions or _umMances on w_ch any such M_eme_ _ based
b_ween mo_fi_fions to the C_y_ finan_ _an req_red by hw.
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OFFICIAL STATEMENT

OF
THE CITY OF NEW YORK

Th_ O_dM _memem p_fid_ _n _rmafion confining The _ty of New York (the "_')
in connection with the sale of $25_000,000 principal amoum of the City_ Gene_l OM_m_n Tax
Antiphon No_ _al 2004 Sed_ A (the "TANs_ and $1,25_000_00 pfindpM amount of the _ty_
Gene_i Obl_n Revenue Antidpm_n No_s, _scal 2004 Sefi_ A (the "RANs"), to be i_ued to the
ofi_nal pu_hase_ of the TANs and RANs in accordance with the City_ Notre of Sale dated Se_emb_
30, 2003, as supp_men_& Re_nce is made to the Notice of Sale _r the terms and cond_ions of sale

and deINe_ of the TANs and RANs to the ofi_n_ pu_h_e_ thereoL The TANs and RANs are
sometim_ heroin _ed to as the "No_"

INTRODUCTORY STATEMENT

The Notes will be issued pursuant to the Con_flut_n and laws of the St_e of New York (the "_e_
and the New York Ciff Cha_er (the "Ci_ Chaneff3. The Notes will be general obligations of the City
for the payment of which the Ci_ will pledge i_ faith and credO. Based on current pr_e_n_ the Ciff
believes that the proceeds from the s_e of the No_s will satis_ the Ciff_ seasonal finandng needs for
i_ 2004 fiscal yea_ See "SECTION VII: FINAN_AL PLAN--Se_onM _nandng Req_ment_"

The TANs will be issued in antiopation of _e coi_n of _ est_e taxes lev_d by the Ci_ for the

2004 fiscal yea_ Pu_uant to State law, the pdndpM of the TANs will be p_d _om a special account,
admin_d and m_nt_ned by the Com_roller of the State of New York (the "State Comptrol_),
known as the tax a_icipation note debt serv_e account (the "TAN Accoum'). The TAN Account will be

funded by real estate taxes to be received by the Ci_ _r its own account on and a_er February 1, 2004,
a_er re_ntion in the City's general debt service fund (the "Gene_l Debt Se_e Fund" or the "Fund")
of appro_m_e_ $296 milhon for Month_ Debt Serv_e (as defined bdow). The City antidp_es
c_ns of approxima_ $665 mill_n in _al eMate _xes between February 1, 2004 and April 15, 2004,
or approximatdy $369 million a_er retention of monies in the Fund.

The RANs will be issued in anticipation of State aid to education pursuant to Se_ion 3609-a of the
State Educ_n Law _Gener_ Aid to Educ_n') and Section 3609-b of the State Education Law
("Excess Cost A_') _q_d to be paid to the City in March 2004 (the "Revenues"), _l of wh_h has
been appropfi_ed by the State Le_M_u_.

Pu_uant to Sta_ la_ the p_ndp_ of the RANs will be paid _om a sped_ accounL administered
and m_ned by the Sta_ Comptr_ known as the revenue antidpation note debt serv_e account

(the "RAN Account_. The RAN Account will be funded by the Revenue_ which mu_ be deported
the_in by the St_e Comptroller up to the pfindpM amount of the RANs. The Ci_ ant_a_s th_ _e
total Revenues availab_ to pay the pfindp_ of the RANs will be approxima_ $1.454 billion. For
add_on_ inform_ion concerning the No_s, see "SECTION II: THE NOTES."

Pu_uant to St_e law, interest on the No_s will be p_d _om the Fund. The Fund is adm_istered and
m_nt_ned by the State Comptrol_r _r the purpose of paying mon_ debt service on City bonds and
interest on City notes.

The City, with a population of approxima_ &000_00, _ an _rnation_ center of busine_ and

cuRure. Its no_manu_ufing economy is broad_ based, with the banking and securit_ li_ insurance,
commun_n_ publish_g _sh_n design, r_ng and construction indu_fies accouming for a
s_n_cant portion of the City_ total em_oyme_ earn_g_ Ad_tion_ly, the City is a _a_ng _ur_t
destin_m Manu_ufing a_ifi_ in the City is conduced primarily in apparel and pfintin&

For each of the 1981 _rough 2002 fiscal yea_, the Ci_ Gener_ Fund had an operat_g surplu_
before d_cretionary and other _ans_, and achieved balanced ope_t_g resuRs as reposed in
accordance with then ap_aNe gener_ accep_d accoum_g pfinop_s _GAAP_, a_er d_c_tionary
and other _ans_. See "SECTION VI: FINAN_AL OPERA_ONS--199_2002 Summary of Operation_"
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The City has been required to close sub_anfiM gaps between fo_cast revenues and fo_ca_ expen_tures
in order to maintMn balanced operating resuRs. There can be no assurance that the City will continue to
mMntMn balanced operat_g resuRs as requi_d by State law w_hout proposed tax or other revenue
increases or reductions in Ci_ services or entiflemem program_ which could adveR_y af_ct the Ci_
economic base.

As _q_red by law, the City prepares a fouvyear annum finandal plan, which _ renewed and revved
on a qua_efly basis and which includes the CityX capffal, revenue and expense pr_e_ns and outlines
proposed gap-doing programs for year with projec_d budget gaps. The City_ current financial plan
projec_ budget balance in the 2003 and 2004 fiscal year and budget gaps for each of the 2005 through

2007 fiscal yeaR. A paHern of current year balance or surplus operating resu_s and preened subsequent
year budget gaps has been confi_ent through the entire period since 1982, during which the City has

achieved surplus operat_g results, before _scr_nary _ans_R, for each fiscal yea_ For informm_n
regarding the cu_ent financial plan, see "SECTION I: RECENT FINANCIAL DEVELOPMENTS" and
"SEC_ON VH: FINANCIAL PLAN." The Ciff _ req_red to subm_ its finandM #arts to the New York Sta_
Finan_M Conffol Board (the "Con_ Boar_'). For fu_her information regard_g the Control Boar_ see
"SECTION III: GOVERNMENT AND FINANCIAL CONTROLS--Ci_ FinandM Management, Budg_ing and
Contro_--Finan_M Rev&w and Ove_ighL"

For its normal operm_ns, the City depends on aid _om the State of New York (the "Stme") both
to enable the Ci_ to balance its budget and to meet its cash _quirements. There can be no assurance thin
there will not be redu_ns in State aid to the City from amounts cu_ent_ proje_ed; that State budgets
will be adopted by the April 1 _atutory deadhn_ or in_fim appropriations will be enacted; or that any
such reductions or delays will not have adve_e ef_s on the City_ cash flow or expend_ure_ See
"SECTION I: RECENT FINANCIAL DEVELOPMENTS--The Sta_." In ad_tion, the _deral budget negoti_

tion process co_d reset _ a reduction or a delay in the receipt of federal grants which could have adveRe
ef_s on the Ci_ cash flow or revenue_ The City a_umes that the co_s relating to the September 11,
2001 attack on the World Trade Cen_r (the "September 11 attack") will be paid in substantial pa_ from
_deral aid and bo_owings by the New York City Transit_nai Finance Authority (the "TFA").

The Mayor is responsible for preparing the City_ financial plan, _du_ng the Ci_ cu_ent finandM
plan for the 2003 through 2007 fiscal years (the '2003_007 FinandM Plan" or "FinandM Plan"). The
Ci_ pr_e_ns set fo_h in the FinandM Plan am based on various assumpt_ns and contingen_es
wh_h are unce_Mn and which may not mMeriM_ Such assumpt_ns and contMgendes are described
throughout this Offidal StMement and include the cond_ion of the regional and local econom_ the
prov_ion of State and _deral aid and the impa_ on Ci_ revenues and expend_ures of any future _deral
or Sta_ polities affe_ing the Cit_ See "SECTION 1: RECENT FINANCIAL DEVELOPMENTS."

ImpMmentation of the FinandM Plan is dependent upon the City_ abil_y to mark_ i_ securit_s
succe_full_ ImpMmentation of the FinandM Plan is also dependent upon the a_liff to market the
secufit_s of other finandng entit_ _cluding the TFA, which issues debt secured by pe_onal income tax
and sales tax revenue_ and the New York City MunicipM Water Finance Authofi_ (the "Wa_r
Authoriff') which issues debt secured by water and sewer revenue_ See "SECTION VII: FINANCIAL
PLAN--Financing Program." The TFA was created to asset the City M finandng i_ capRal program while
keeping Ci_ _debtedne_ within the foreca_ level of the constitutional re,fictions on the amount of debt
the City _ authorized to incu_ See "SECTION VIII: INDEBTEDNESS--Indebtedness of the City and Ce_ain
Other Entities--Limitations on _e Ci_ 3 Au_o_ _ Contra_ Indebmdn_ '" In ad_tMm the Ciff i_ues

revenue and tax anfidpation notes, induing the No_s, to finance its seasonal working cap_al
req_mentm The success of proje_ed public sales of Cit_ Water Authorit_ TFA and other bonds and
nctes will be su_e_ to prevMfing mark_ con_tion_ Future dev_opments concerning the Ciff and public
discussion of such devdopment_ as well as p_vMfing market con_t_ns, may af_ct the mark_ for
outstan_ng City general oM_m_n bonds and notes.

The Ci_ Comptroller and other agencies and public offidM_ from time to time, i_ue repots and
make public _mements which, among other things, _ate that projected revenues and expen_tures may
be different from those foreca_ in the City_ financial plans. See "SECTION VII: FINANCIAL PLAN--
Ce_ain Repo_"
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The h_o_ affe_ing the City_ financial cond_on described througho_ this Offidal Stmement are
com_ex and a_ net in_nded to be summarized in this Introdu_ory Sta_ment. This Offid_ St_ement
should be read in its entirety.

SECTION I: RECENT _NANCIAL DEVELOPMENTS

2003-2007 Finandal P_n

For the 2001 and 2002 fiscal yea_, the City_ General Fund had operating surp_ses of $2.949 billion

and $686 million, respe_d5 before d_cretionary and other transfer, and achieved balanced operat_g
results in accordance with GAAE after d_cret_nary and other _ans_. The 2002 fiscal year is the

twenty_econd consecutive year that the City has achieved an operating surplus, before d_cretionary and
other _ansfer_ and balanced operating res_, aRer d_cretionary and other _ans_.

On June 30, 2003, the City subm_ted to the Control Board the Finan_ Plan for the 2003 through
2007 fiscal years, which relates to the City and ce_n entries which receive funds from the City, and

which refle_s changes as a result of the City_ expense and cap_al budgets for the 2004 fiscal year which
were adopted on June 27, 2003. The Finan_ Plan _ a modification to the financial plan subm_d to the

Con_ol Board on June 26, 2002 (the "June Finand_ Plan"), as subsequent_ modified by the financial
plans subm_ted to the Control Board on November 18, 2002, January 31, 2003 and April 23, 2003. The

Finand_ Plan proje_s revenues and expenditures for the 2003 and 2004 fiscal yea_ balanced in
accordance with GAAE and proje_s gaps of $2.0 billion, $3.2 billion and $3.3 billion for fiscal yea_ 2005,
2006 and _7, respe_ivd_

The Finand_ Plan reflects changes _nce the June Finand_ P_n wh_h decreased preened revenues

by $821 million, $_3 billion, $22 Nlfion and $_0 billion in fiscal yea_ 2003 through 2006, respeaNd5 and

increased proje_ed net expenditures by $1.3 bilhon, $1.3 billion and $1.6 billion in fiscal years 2004
through 2006, respectively. Changes in preened revenues include a decfine in preened tax revenues of

$621 million, $1.6 billion, $1.8 billion and $1.9 billion in fiscal years 2003 through 2006, respectivel5
reflexing primari_ decreases in proje_ed pe_on_ _come, bu_ne_ and sales tax revenue_ as well as the

dim_ation of pre¼ous_ assumed non4ax revenue_ The ded_e in proje_ed tax revenue growth reflec_
the September 11 attack and a cont_ued weak econom5 wh_h has resuRed in lower wage earn_gs, lower
corporate ear_ngs, local job losses exceeding 117_00 in 2002 and 20,000 in the fi_t half of 2003, a

di_uption in tourism and related spending and the decline in financial services sector profits and
em_oyee incom_ Changes in proje_ed expenditures since the June Finand_ Plan include: (i) increased

pension costs tota_ng $213 million, $369 milfion and $541 million for fiscal years 2004 through 2006,
respe_Nely, res_ting primari_ from additional pennon benefi_ and investment losses in fiscal year 2002,

parti_ offset by proje_ed _ve_ment gains in fiscal year 2003; and (ii) the dimination of $223 million,
$296 mi_on, $291 million and $412 million of prefiou_y a_umed labor producti_ty _itiatives in fiscal

yea_ 2003 through 2006, respe_ely. Changes in proje_ed expenditures _so include increased agency
spendin_ increased costs for settling clams against the City, increased health and wd_re spending
primari_ for Medical, increased debt service costs, an increase in the labor reserve and funding for
capital expend_ure_ The Finand_ Plan also includes proposed discretionary transfe_ and prepaymen_
in fiscal year 2003 of $l.3 billion, reflecting discretionary _ans_ and prepayments in fiscal year 2003 of
$679 million in debt serv_e, sub_d_s and lease debt serv_e due in fiscal year 2004 and a m_c_neous
budget grant of $624 million to the TFA in fiscal year 2003, which increases tax revenue in fiscal year 2004
by $624 million.

The gap-dos_g program included in the Finand_ Plan reflect: (i) the enacted 18_9% prope_y tax
increase, effe_Ne January 1, 2003, wh_h is projec_d to continue to generate $837 million, $1.7 billion,

$1.8 billion and $1.9 billion in fiscal yea_ 2003 through 2006, respe_Nei_ and (ii) a gap-dosing program
to reduce agency expenditures 0nduding debt serv_e savings reflexing a 24% reduction in capital
comm_men_) and increase agency revenues by $950 milhon in fiscal year 2003 and by between $2.1
billion and $2.2 billion annually in subsequent fiscal yea_.
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The gap-doing program included in the FinandM Plan also reflects: (i) an ena_ed increase in the
pe_onal income tax rates (w_ch ded_e a_er the fi_t year) for CRy residen_ with taxable income above
specified amoun_ for three yea_, commenong January 1, 2003, which is proje_ed to generate
$644 million, $545 million and $315 million in fiscal yea_ 2004 through 2006, respe_Ne_; (ii) an enacted
increase in the Cky portion of the sales tax by one_hth percent for two yea_, commenting in June 2003,
wh_h _ proposed to generate $115 million and $111 million in fiscal yea_ 2004 and 2005, respe_Nei_ (iii)
the repeM, be_nning June 1, 2003, of the sales tax exemption on the purchase of doting and footwear
under $110 for one year with two one-week periods of exemption which is expe_ed to generate $192
million in fiscal year 2004; (iv) _ation ena_ed by the State Le_ature pu_uant to wh_h the LocM
Government A_tance Corporation ("LGAC") is to make av_hble to the City $170 million annuM_
which the City intends to assign to a new_reated financing entity for the purpose of refinandng
outstanding indebtedness of the Municipal A_i_ance Corporation for the City of New York ("MAC")
which would make av_hble to the City approxim_dy $500 milton annually in fiscM yea_ 2004 through
2008 by redudng the amount of City revenues retained by MAC for i_ debt serv_e; (v) $200 milton,
$583 milton and $96 m_ion in fiscal yea_ 2004 through 2006, respe_ively, of back rent and renegot_ted
future lease paymen_ for the C_y_ airpo_s, which _ su_e_ to the sediment of the City_ claim for back
rent and the renegotiation of the City_ _rpo_ _ases; and (vi) additionM federM a_i_ance and additionM
State as_ance which req_res the approval of the State government. AddifionM _deral gap-doing
a_ions in the FinandM Plan include $420 mill_n in fiscal year 2003 (in addition to the $230 million
previously prodded) to reimbu_e the City for co_s related to the September 11 aaack and increased
federal funding for Medicaid which is expe_ed to generate approximatdy $290 million for the City over
the fifteen months ending June 30, 2004. The additionM State actions proposed in the Finan_M Plan

include a proposed re_onM transpo_ation initiative which would produce savings for the City totMing
$75 million in fiscal year 2004 and approximatdy $150 million annually in each of fiscal years 2005 and
2006 by transferring responsibility for the local private bus sy_em to the MetropolRan Transportation
Authority ("MTA"). Subsequent to the passage of the State budget by the State Le_ature, the Governor
vetoed _g_ficant ponions of the budget and other _flation prodding City as_anc_ including
_ation relating to the increase in the City pe_onai income tax and the sales tax, the proposed $170
million annum payment by LGAC that the City _tends to use to pay for MAC debt and the re,orations
of State education _d. In his veto message, the Governor ra_ed questions as to the con_utionality of
the mandated annum $170 million payment. On May 15 and May 1_ 2003, the State Le_ature ove_ode
the Governor_ vetoes. On Augu_ 6, 2003, the LGAC directors adopted a resolution _ating that LGAC
would not make the $170 million annual payment to the Cit5 expre_ing legal and poficy concerns with
the _ation.

On Augu_ 13, 2003, LGAC, its Ch_rperson, the State Di_on of the Budget and i_ Dire_or sued
the City and the Sales Tax Asset Recovab_ Corporation ("STAR Corp.") seeing to prevent the issuance
of bonds by STAR Corp., the local development corporation expe_ed to finance the co_ of debt serv_e
on MAC debt otherwise payable _om City sales tax revenue_ STAR Corp. debt is expe_ed to be paid
_om the annual payment of $170 million _om LGAC which the City would ass_n to STAR Corp. The
State Supreme Court gran_d the City_ and STAR Corp._ motion for summary judgment. Pl_ntiffs
appealed that ded_on to the State App_late DNi_on which had previously i_ued a preliminary
i_unction preventing STAR Corp. from i_uing its bonds pending appeal. The appeM is expe_ed to be
heard in Novembe_ The outcome of this litigat_n cannot be predi_ed with celerity. If the $500 mflfion
in annual savings in MAC debt service for fiscal yea_ 2004 through 2008 from the STAR Corp. financing
_ not av_b_ to the City, the City would be forced to reduce expend_ures or increase revenues to
m_ntain balanced operating resuks for fiscal year 2004 and would be faced with larger than foreca_
budget gaps in the subsequent yea_ of the FinandM Plan.

The FinanoM Plan does not make any provision for wage increases, other than the pay increases for
the 2000-2002 round of barg_ning and pay increases to be funded by produ_Nity initiatNes. It is
estimated that each 1% wage increase for all City employees for subsequent contract periods would cost
appro_matdy $212 million annually 0nduding benefitQ. The City Comptr_r and othe_ have i_ued
repots identify_g various risks. See "SECTION VII: FINANCIAL PLAN--Ce_n Repo_" In addition,
the econom_ and financial condition of the City may be affected by various finandM, social, economY,
geo-pol_ and other fa_o_ which could have a materiM effe_ on the City.
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On October 3, 2003, the City_ Office of Management and Budget ("OMB") dire_ed City agencies
to detail how they would su_n a 3% reduction in City-funded expenditure_ with the goal of ach_ng
budg_ary savings of $300 million in fiscal year 2004.

World Trade Center A_ack

On September 11, 2001, two h_acked pa_enger _t_ne_ flew into the World Trade Cente_ resulting
in a sub_anfi_ !o_ of life, de,ruben of the World Trade Center and damage to other b_ldings in the

v_init_ Trading on the m_or New York stock exchanges was suspended until September 17, 2001, and
busine_ in the financial d_t was _te_up_&

Recovery, dean up and repair effo_s have resuked in sub_anfi_ expenditure_ The federal
government has commuted over $21 billion for d_aster assistance in New York, _duding d_aster

recovery and related a_NRies, _creased security and recon_ru_ion of in_a_ructure and public facilities.
This amount includes approximate_ $15.5 bilfion of appropriations for cos_ such as cleanup, econom_
development, job trainin_ tranfit improvement_ road recon_ru_ion and grants to residen_ and
bufinesses in lower Manhattan. It aho includes appro_mate_ $5.5 billion for econom_ _imulus
programs directed primarily at businesses located in the Libe_y Zone, the area su_ounding the Word
Trade Center site. These programs include expanding tax credits, increasing depre_ation dedu_ions,
authori_ng the i_uance of _x_xempt private a_i_ bonds and expanding authority to advance refund
some bonds issued to finance farlities in the Cit_

The City has been largely reimbu_ed by the feder_ government for all of its dire_ co_s for response
and remediation of the World Trade Center _te. The Ci_ a_o expels to receive federal funds for costs
of econom_ re_ta_zafion and other needs, not _re_ payable through the City budgeC relating to the
Sepmmber 11 attack.

In addition, the State authorized the TFA to have out_anding $2.5 billion of bonds ("Recovery

Bonds") and notes ("Recovery Notes") to pay costs related to or ailing from the September 11 attack
("Recovery Costs").

It _ not possible to quantify at present wRh any ce_nty the long-term impa_ of the September 1l
a_ack on the C_y and _s econom_ any econom_ benefits wh_h may resuR from recovery and rebuilding
a_ifities and the amount of addRional resources from federal, State, City and other sources which w_l be
require&

The State

The State ended its 2002-03 fiscal year in balance on a cash basi_ with a reported clo_ng balance in
the General Fund of $815 million.

The Governor_ State ExecutNe Budget for the 2003-04 fiscal year was revved on February 28, 2003,
with General Fund spending proje_ed to be $38.5 billion. Both the State Finan_ Plan for the 2002-03
fiscal year and the recommended State Finand_ Plan for the 2003-04 fiscal year (as updated on February
28) proje_ed balance on a cash bas_, reflexing recommendat_ns to close a combined 2002-03 and
2003-04 budget gap of over $11.5 billion. These recommendations included savings from spending
reprint of $6.3 b_iion, proceeds of $3.8 billion from the securit_ation of a potion of the State_ share
of paymen_ _om the tobacco _du_ry under the national ma_er s_flement agreement, and revenu&fee
increases of $1.4 b_iion.

The State Legislature comp_ted action on the budget for the 2003-04 fiscal year on May 15, 2003
overriding the Governor_ vetoes of tax increases and spending additions passed by the State Legislatur_
The adopted budget (the "Ena_ed Budget") projects balance on a cash basis for the 2003-04 fiscal yea_
with General Fund d_bu_emen_, _dud_g _ansfe_ to other funds, proje_ed to total $42.7 billion
($4_8 billion a_er a_u_ing for $1.9 billion in payment deferrals caused by the delay in secufifi_ng State
tobacco settlement payment) and a Gener_ Fund clofing balance of $730 million. The State DN_ion of
the Budget ("DOB") ana_s_ of the Enacted Budget, which _ detailed in a repo_ prepared on May 28,
2003 (the "May Report"), _dicates that changes since the Executive Budget increase Gener_ Fund
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spending by $2.3 biifion above the levels recommended by the Governor and the, as compared to the
Executive BudgeL revenues are preened to increase by $1.4 _lfion, reflecting enacted tax and revenue
_c_ases, of_et by _wer revenue resu_s for 2002_3 and the.Apr_ income tax settlemen_ The May
Report further noted thin ce_n appr_pfi_ns and spen_ng authofiz_ns in the Ena_ed Budget m_y
be legacy flawed, and that the State will refiew all such authodz_ns and continue to assess the degree
to which any _gal defi_endes may reduce over_i spending leve_.

The State has released its Annu_ Information Statement, dated May 30, 2003, wh_h reflects the
adop_d budget and other changes to i_ finand_ plan pr_ections, and i_ fi_t qua_efly finand_ _an
upda_, dated Ju_ 31, 2003 (the "Ju_ Update"_ The State finano_ plan, as upd_ed in the Ju_ Upd_e,
pr_e_sb_ance on a cash bas_ for the 200_04 fiscal yea_ with a General Fund doting b_ance of
$730 mi_on. Gener_ Fund d_bu_emen_, induing _ans_ to other funds, are preened to tot_ $40.52
bilfion for 2003-04. In add_ the Ju_ Upda_ _ed that there were potenti_ budget gaps of between
$5 bison and $6 b_fion for the 2004_5 fiscal year and b_ween $6 billion and $8 bilfion for the 2005-06
fisc_ yea_ The J_y Upd_e a_o noted that the proposed MAC refinandng _duded in the Cityg Financial
Plan is clouded by legal unce_ntie_

The May Repo_ noted that future budget gaps are su_e_ to sub_anti_ refi_on as ad_t_n_
information becomes availaNe about the n_n_ and State econom_ finan_ sector a_ivity,

entitlement spend_g and sod_ se_v_e case_ads, and St_e reimbu_ement obligations th_ are driven by
_c_ government a_N_ The May Repo_ noted that the outyear gap e_imates do not assume any
collective barg_ng salary increases. :

Information about the finano_ condition of _e State can be found in the Annu_ Inform_n

St_ement cf the St_e, da_d May 3_ 2003, as sup_emente& wh_h has been find with the n_n_
recog_zed mun_ securities informat_n repo_tofies wh_h _s of the d_e of lh_ OffiO_ St_ement are
B_omberg Municip_ Repositor5 Standard & Poor_ J_. Kenny Repos_or5 Inc., DPC D_a Inc. and 1_
ln_ra_e Data.

SECTION lh THE NOTES

Gener_

The Notes will be general ob_g_ns of the Cit_ and will be _sued, bear interest, m_ure and be
payab_ as described on the cover page of this OffiO_ St_ement and herein. Interest on the Notes will
be ca_ated on the basis of a 360-day year consisting of tweNe 3_day month_ The Notes are being
issued to satis_ the City_ current.e_im_e of its seasonal cash flow needs for the fisc_ year en_ng
June 30, 2004. See "SECTIONVII: FINANCIALPLAN_Season_ Finanong Req_rements." The Notes will
be i_ued pu_uant to the Con_ufion and _ws of the State and the New York Ci_ Cha_er (the "City
ChaaeF') and will cont_n a pledge of the Ci_ _ith and credit for the payment of the p_nopal of and
in_e_ on the No_s. All teal prope_y su_e_ to _xation by the City _ su_e_ to the _vy cfad va_rem
taxes, without limitation as to rate or amounL to pay the pdndp_ of and _tere_ on the No_s.

The Notes will be de_a_Ne prior to m_ufity b5 and will no _nger be deemed out_an_ng upon,
the depos_ in trust with a bank or _u_ company of suffic_nt cash or cash equN_en_ to pay when due
all principal of and interest on the Notes to be defeased.

Pu_uant to State law, interest on the Notes will be p_d _om the Gener_ Debt Serv_e Fund. The
Fund is adm_red and m_nta_ed by the State Comptroller for the purpose of paying Month_ Debt
Service on City bonds and ce_n City note_ _du_ng interest (but not, except through the separ_e
TAN Account and RAN Account, pfinop_) on the Note_

The TANs will be i_ued in antidp_n of the co_ection of real e_ate taxes lefied by the City for the
2004 fiscal yea_ Pu_uant to S_ law, the principal of the TANs will be pa_ _om the TAN Account. The
TAN Account will be funded by real estate taxes to be received by the City commenting February 1, 2004,
le_ amoun_ required to be deposed and ret_ned in the General Debt Service Fund for payment of
Month_ De_t Serv_e on ce_n Ci_ _debtednes_ The Ci_ estima_s c_le_ns of approximmdy $665
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million of real e_ate taxes during the period February 1, 2004 through April 15, 2004 or approxim_dy
$369 m_n (1A7 times the prinop_ amount of the TANs) after re_ntion of Month_ Debt Serv_e in the
Gener_ Debt Serv_e Fund. The Ci_ has not prefioufly i_ued any tax antidp_n notes in anfiopation
of i_ 2004 fiscal year real e_ate tax collections. For inform_n concerning a City covenant to limit its
future issuance of notes in ant_ation of real estate taxes, see "SECTION II: THE NOTES--Ce_n
Covenan_ and Agreement_" Based on the City_ estimates of the timing of collections of real estate taxes,

the TAN Account would be ful_ funded for the payment of the TANs by April 2, 2004. For fu_her
informm_n concerning Ci_ real estate taxes, see "SECTION II: THE NOTES--Taxes Av_lab_ for
Payment of TANs" and "SECTION IV: SOURCES OF C_Y REVENUES--Re_ E_e Tax."

The RANs will _e issued in antic_n of General A_ _o Education and Exce_ Cost A_ req_red
to be p_d to the Ci_ in March 2004, all of wh_h has been appropd_ed by the State _ure for its
fiscal year ending March 31, 2004. Pu_uant to State law, the prinop_ of the RANs will be p_d _om the
RAN Account. The Ci_ antidp_es that total Revenues av_b_ to pay the prinop_ of the RANs will
be appro_matdy $1A54 billion (approxim_e_ 1.16 times the prinop_ amount of the RAN_. For

inform_ion concerning City covenants to limit Rs future _suance of no_s _ anticip_n of the Revenues,
see "SECTION II: THE NOTES--Ce_n Covenan_ and Agreement."

All holde_ of the RANs will have an equ_ d_m to the Revenue_ For fu_her information
concern_g the Revenues, including potenthl prior adve_e claims ther_o, see "SECTION II: THE
NOTES--Revenues in Antiop_n of wh_h the RANs are Being I_ued" and "SECTION IV: SOURCES OF
CITY REVENUES--Sources of Revenues in Ant_afion of wh_h the RANs are Being lssued."

Payment Meeha_sm

The New York State Finand_ Emergency A_ For the City of New York (the "Finano_ Emergency
Act" or the "A_') prov_es for the esmN_hment and m_n_nance by the State Comptrol_r of the
General Debt Serv_e Fund, _du_ng the TAN Account and RAN Account as separ_e accounts wRh_
the Fund, as a payment mechan_m for ce_n City oN_n_ For fu_her _form_n, see "SECTION
VIII: INDEBTEDNESS--Indebtedness of the Ci_ and Ce_n Olher Entities--Certa_ Prov_ions for _e
Payment of Ci_ Indeb_dn_&"

Operation of General Debt Serv_e Fund

Pu_uant to the A_, the Fund has been e_abl_hed for the purpose of pa_ng debt service on CRy
bonds and notes, indud_g _tere_ on the No_ Pursuant to the A_, paymen_ of re_ estate tax must
be depofi_d upon recent in the Fund, and r_ned under a _utory form_ for the payment of debt
serv_e (with exceptions for debt serv_e, such as princ_ of the Notes and other season_ bo_owing_
that is set afide under other procedures) that is defined as "Month_ Debt Serv_e." If the _atutory
form_a does not resuR in retention of suffioent real estate taxes to comp_ wRh the Ci_ bond
covenant, the Ci_ will comp_ with such covenants Other by profi_ng for early re_ntion of re_ e_ate
taxes or by paying cash into the Fund.

Operation of TAN Account

Pu_uant to the A_, the TAN Account has been establ_hed to pay the prinop_ of City tax
antidp_n no_s, indud_g the TANs. The Ci_ has _corpor_ed into its pr_ection of taxes available for
paymen_ of the TANs the expectation that there will be retained in the Fund out of taxes paid in
Februar5 March and April 2004 an amount equal to Month_ Debt Serv_e. Prior to the issuance of the
TANs, the Ci_ will instruct the State Comptroller to pay into the TAN Account an amount suffioent to

pay the pfindpal of the TANs from the real estate tax collected in the period commenong February 1,
2004, a_er provision for the payment of Mont_y Debt Serv_e. Prior to the issuance of the TANs, the CRy
will instruct the State Comptrol_r to inve_ the TAN Account only in o_ns of or guaran_ed by the
Uni_d States.

Operation of RAN Account

Pu_uant to the A_, the RAN Account has been established to pay the pfin_p_ of Ci_ revenue
anticip_n notes, _du_ng the RANs. The State Comptr_ler must depofit the Revenues dke_ into

7



the RAN Account in lieu of payment to the Citg and retain the Revenues in the RAN Account to pay

the prin_pN of the RANs. For further _format_n concerning the RAN Account, see "SECT1ON VIII:
INDEBTEDNESS--Indebtedne_ of the City and CegNn Other Enfities--Certa_ Prov#ions for the

Payment of Ciq Indeb_dness." Prior to the issuance of the RANs, the City will instruct the State
Comp_ol_r to retain the Revenues and to inve_ the RAN Account on_ in obl_ations o_ or guaranteed
bg the Un_ed States.

The Act provides that revenues retNned _ the RAN Account vest immediatdy in the State
Comptroller in _ust for the benefit of holde_ of notes issued in antiopation of such revenue_ The Act
also provides that no person, other than the holde_ of such note_ hating any claim in tog, contract or
otherwise agNn_ the City, has any right to or claim against revenues so held in tru_ which con_st of
monks of the State approprNted by the State. Howeve_ the Act states that these prov_ions are not to
be congrued to affe_ adve_e_ the rights or reme_es of purchase_ and holde_ and owne_ of any bonds
or notes hating a fight to payment by recourse to State aid or local assistance moNes held by the State
or for the payment of wh_h State Nd or local a_i_ance monks are a des_nated sourceof paymen_
Under the Act, as described above, the Revenues are to be held in tru_ for the benefit of the holde_ of
the RANs.

The Revenues have been appropriated by the State Le_ature in the State budget for _s 2004 risen

yea_ Payment of the Revenues will not. depend on the content of the State budget for i_ 2005 fiscN year
or its passage (or.the passage of interim appropriation_ prior to the date of maturity of the RANs.
Payment of the Revenues will depend on the financial condition of the State.

Additional Mattem

Amounts of re_ e_ate taxes and revenues not required to be ret_ned in the Gener_ Debt Serv_e

Fund and the RAN Account or pMd into the TAN Account will be paid into the Cffy_ GenerM Fund,
which is the general operating fund of the City. ff suffident amoun_ to pay the prinopM of and interest
on the Notes were not avNNblein ihe TAN Account, the RAN Account and the GenerM Debt Serv_e

Fund, the City would look to i_ General Fund to satisfy its obl_ation to pay pfincipM of and intere_ on
the Note_

The righN of the holde_ of Notes could be adve_ely affe_ed by a re_ru_ur_g of the City_ debt
under Chapter 9 of the Federal Bankruptcy Code. No a_urance can be #ven that any priority of holde_
of City securities 0nduding the Note_ to payment from amounts retained in the TAN Account, the RAN
Account or the General Debt Serfice Fund would be.recognized if a petition were filed by or on behalf
of the City under the Federal Bankruptcy Code or other subsequently ena_ed laws relating to the
cred_orf rights; such amounts might, under such drcum_ance_ be avNNb_ for the payment of City
credAo_ generMly. Judidal enforcement of the City_ obligation to make paymen_ into the TAN
Account, the RAN Account or the GenerM Debt Serfice Fund, of the State ComptrolMr's obl_ation to

deposA and retNn ce_Nn amounts in the TAN AccounL the RAN Account and the GenerM Debt Serv_e
Fund and of the rights of holde_ of bonds and notes of the City to amoun_ in the TAN AccounL the
RAN Account or the GenerM Debt Service Fund may be w_hin the discretion of a coup. For fugher

information concerning ce_Mn righ_ of holde_ of Notes agMn_ the City, see "SECTION VIII:
INDEBTEDNESS--Indebtedness of the City and Ce_Mn Other Entities"

Ce_n Covenan_ and Agreements

In add_ion to the City_ covenants, described above, to give ce_n intrusions to the State
Comptroller, the Notes wi_ include the following covenanU. The City will covenant in the TANs that it
will not Nsue any additionM tax anticipation notes in antidpafion of real e_ate taxes co_ected between
February 1, 2004 and April 15, 2004 unless real estate taxes forecast to be collected and avMlable for
payment of such tax anticipation notes and the TANs are at lea_ 1.47 times the total amount of such tax
antidpation notes and the TANs. FugheL the TANs will include a covenant by the City that the Cffy will
not issue tax anticipation notes maturing or redeemable between February 1, 2004 and April 14, 2004.
Holde_ of City tax anticipation notes i_ued subsequent to the TANs and maturing on April 15, 2004
would Mso have a claim to real e_ate taxes depoNted in the TAN AccounL The City does not cu_enfly
expect to gsue addifionM tax antiopation notes in the 2004 fiscal yea_
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The City will covenant in the RANs to lim_ _s future _suance of notes in antidpation of the

Revenues to an aggregate amount such that Revenues e_imated to be av_ble for the payment of such
notes at the time of any such issuance shall equal at least 1.16 times the aggregate prindp_ amount of
notes issued in antidpation of Revenue_ Because the City will covenant not to issue add_ion_ notes in

anticipation of the Revenues if coverage drops below current levels, the City could on_ issue such notes

if it expected to receive addition_ Revenues Ho_e_ of City revenue antiopation notes issued in
anfiopation of the Revenues subsequent to the RAN_ and maturing after receipt of the Revenue_ wouM

also have claim to the Revenues depos_ed in the RAN Account. Based on current proje_ions, the City
does not expect to issue ad_fion_ notes in anticipation of the Revenues. In addition, the RANs will

include covenants that the City will not issue revenue antiopation notes in antidpation of the Revenues

with a maturity date prior to April 15, 2004, and will not redeem prior to maturity other notes of the Cit5
if an_ issued in antidpation of the Revenues from amounts retained in the RAN Account.

The Notes will a_o include the p_dge and agreement of the State _he "State P_dge and

Agreement'_ that the State will not take any action that will sub_antially imp_r the abifity of the City
to comply with the above City covenants (the "Covenants") or any right or remedy of any holder of the

Notes to enforce the City Covenant. The City will also make a covenant with respe_ to continuing
disclosure (the "Undertaking") summarized below under "SECTION IX: OTHER INFORMATION--

Contin_ng Disclosure Unde_akin_" In the opinion of Bond Couns_, the enforceab_ty of the City

Covenants, the Unde_aking and the State Pledge and Agreement may be subje_ to bankruptc5
insolvenc5 reorgan_ation, moratorium and other _mflar laws affecting cred_ors' rights heretofore or

herea_er ena_ed and may also be su_e_ to the exercise of the State_ poise powe_ and of judicial
d_cretion in appropriate cases.

Enforceability of Cily Obligations

As required by the State Constitution and appficable law, the City p_dges its fa_h and cred_ for the
payment of the pfinop_ of and interest on all City indebtedness. Holde_ of C_y debt obligations have

a con_a_u_ right to full payment of pfinop_ and _tere_ at matufit_ If the City fails to pay prin_p_
or _tere_, the holder has the r_ht to sue and is entitled to the full amount due, _duding interest to
maturity at the stated rate and at the rate authorized by law therea_er unt_ payment. Under the General

Mu_op_ Law, if the City fails to pay any money judgmenL it is the duty of the City to assess, levy and
cause to be coflected amounts suffioent to pay the judgment. Ded_ons indicate that judici_ enforcement
of statutes such as this profision in the Gener_ Mu_op_ Law _ w_hin the d_cretion of a court. Other

judioal ded_ons also ind_ate that a money judgment ag_n_ a municipality may not be enforceab_
against municipal prope_y devoted to public use.

Taxes Availab_ for Payment of TANs

Real E_ate taxes, which are levied on an annu_ basis by the City, are payable on July 1, O_ober 1,

January 1 and April 1. If the payment schedu_d for January 1, 2004 is not receNed by January 1, 2004,
a delinquency charge will be assessed. See "SECTION IV: SOURCES OF CITY REVENUES--Real Estate

Tax--Collection of the Real Esta_ Tax." The City expels to receive collections of $665 million of real

estate taxes (w_hout any deductions for refunds) _om February 1, 2004 through April 15, 2004 and will

in_ru_ the State Comptroller to pay such real estate taxes into the TAN Account from paymen_
col_ed be_nning February 1, 2004 which are expected to be received in suffioent amoun_ to pay

Month_ Debt Serv_e and the prindp_ of the TANs. The amounts of such real estate taxes actu_
received by the City from February 1 through April 15 for each of the last four fisc_ years and the City_
current e_imate of real estate taxes to be received during the period _om February 1, 2004 through April
15, 2004 are set forth below.



Re_ E_e Tax Rec_pts

February 1 through Apfi| ]5
_n M_ns)

Amou_
_s_l Year Receded

2000 ........................................................ $462
2001 ........................................................ 476
2002 ........................................................ 61!
2003 ........................................................ 529
2004 ........................................................ 665(1)

(1) E_im_ed.

Of the $665 million estimated to be received during the period _om February 1, 2004 through

April 15, 2004, the City expec_ a maximum of approximat_y $296 million will be retained in the General
Debt Service Fund for the payment of Monthly Debt Serv_e (which excludes pfin_pd of the TANs) in
February, March and April 2004.

The City_ e_imate of the real e_ate taxes to be received _om February 1, 2004 through Ap6l 15,
2004 assumes an annual delinquency rate of _3%, an increase _om the estimated delinquency rate of 2_%
for fiscal year 2003, and reflects an increase in billable assessed value of taxab_ red estate in the City from

$94.5 billion for the 2003 fiscal year to $99.9 billion for the 2004 fiscal yea_

The e_immed amount of red estate tax collections a_er required retention for Monthly Debt Service

for February 1, 2004 through April 15, 2004 is $369 million.

For further information regarding re_ e_me taxes, see "SECTION IV: SOURCES OF CITY REVENUES--
Real E_ate Tax."

Revenues in Anticipation of wh_h the RANs are B_ng l_ued

An estim_e of the amount of Revenues which the City expels to receive in March 2004, and the

amount of the co_espond_g revenues which were paid to the City during the month of March for each
of the City_ 2000 through 2003 fiscal yea_, are set fo_h below.

Gen_ Aid
_ Education Exce_ Co_

D_e Re_ed A_ Rec_ved

March 2000 ..................................... $1_85 $220
March 2001 ..................................... 1229 295
March 2002 ...................................... 1,344 (1) 329
March 2003 ...................................... 1_66 357

March 2004 ...................................... 1,1 !4(2) 340(2)

(1) $872 mi_on of t_s amoum was p_d by the _e on March 29 in funds av_b_ to the City on Ap_ 1. the ne_ _ee_ng

bu_ness da_

(2) E_im_e&

Certa_ Assumptions

The State has appropfiamd the Revenue_ HoweveL the City_ estimates of amounts of Revenues to
be received in March 2004 assume that the State Le_ature will not amend or repeal the statutes

appropriat_g the Revenues with the effe_ of redudng the Revenue_ If the State amends or repea_ such
statutes so that there is not suffident money appropriated to enable the RANs to be repaid on a timdy
basis, the State will not be liable to the holde_ of RANs for any defidenc_

The State_ ability to pay the Revenues to the City will depend on the Stateg financial condition. For
a d_cus_on of certain facto_ affe_ing the financial condition of the State, see "SEC'IqON |: RECENT
FINANCIAL DEVELOPMENTS--The State."
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The City_ estimates a_o assume that the City_ recdpt of the Revenues will not be affected by (i) the
exerdse of any potent_l prior claims upon the Revenues or (ii) any withholding of all or part of the
Revenues by the State in satisfaction of any d_lowance regarding prior aid funds d_tributed to the City
The City expels that any a_e_ion of a disallowance that might otherw_e materi_ affect any of the
Revenues would be satisfied either by the State_ withh_ding of aid paymen_ other than the Revenues
or by repayment by the City to the State of the amount of the dis_iowance. For further _formation
regarding the Revenues and potential prior adve_e claims thereto, see "SECTION IV: SOURCES OF CITY

REVENUES--Sources of Revenues in Antidpation of which the RANs are Being Issued."

The City_ estimate of the Revenues is based on anticipated total payments of $3.832 billion in

General Aid to Education and $860 raison of Exce_ Cost Aid for the 2003-2004 school year (not all of
which is included in the Revenue_.

Note Ceflificates

Book-Entry On_ System

The Depos_ory Trust Company _DTC'), New York, New York, will a_ as securities depos_ory for
the No_s. Re_nce to the Notes under the caption "Note Cerfifica_s" shall mean all Notes that are

depofited with DTC #ore time to time. The No_s will be issued as fully-rendered bonds m_smred in
the name of Cede & Co. (DTC_ pa_ne_h_ nominee) and depofi_d with DTC.

DTC is a rimmed-purpose trust company organ_ed under the New York Banking Law, a "bank_g
organ_ation" wit_n the meaning of the New York Banking Law, a member of the Federal Reserve
Sy_em, a "rearing corporm_n" w_h_ the meaning of the New York Uniform Commero_ Code, and
a "rearing agency" re_e_d pu_uant to the provifions of Section 17A of the Securities Exchange A_
of 1934. DTC holds securit_s that its dire_ partiopan_ _Dire_ Partidpan_') deposit with DTC. DTC
also _lim_s the settlement among Dire_ Pa_icipan_ of securities _ansa_n_ such as trans_ and
pledges, in deposRed securit_s through _e_ron_ comp_efized book_ntry changes in Di_ Pan,i-
pants' account_ thereby elim_g the need for physical movement of secufit_s certificates. Di_
Pa_idpan_ include securities broke_ and deale_, banks, trust compares, clearing corpor_ns and

ce_ain other organ_ns. DTC is a wholly-owned subs_ry of The Depo_tory Trust & Clearing
Corporation ("DTCC'). DTCC in turn, is owned by a number of Dire_ Pa_icipan_ of DTC and

Membe_ of the N_nal Securities Clearing Corpo_t_n, Governmem Secufit_s Cleating Corporat_n,
MBS Clearing Corpor_n, and Emerging Marke_ Clearing Corporation, also sub_d_ries of DTCC, as
well as by the New York Stock Exchang_ Inc., the American Stock Exchange, LLC, and the Nat_nal
A_odafion of Securit_s De_e_, Inc. Acce_ to the DTC sy_em is also av_b_ to others such as
securit_s broke_ and dealer_ banks and trust compares that clear through or maint_n a custodial
_lat_nsh_ with a Dire_ Paaicipant, eRher dire_ or in_re_ly _In_reo Pa_icipan_. The rules
appl_a_e to DTC and i_ Partic_ants are on file with the Securit_s and Exchange Comm_on.

Purchases of No_s under the DTC sys_m mu_ be made by or through Di_ Partiopants, which
will receive a credit for the Notes on DTC_ records. The owne_h_ intere_ of each actual purchaser of
each Note (under this caption, "Book-Entry On_ Sys_m," a "Benefid_ Owner") is in turn to be
recorded on the Di_ and Indirect Participant' records. Benefid_ Owne_ will not receive wriuen

confirm_n from DTC of their purchase, but Benefi_ Owne_ are expected to receive writ_n
confirmations pro_ng details of the _ansa_n, as well as period_ _ements of their ho_ing_ from
the Dire_ or Indire_ Partidpant through which the Benefio_ Owner entered into the _ansaction.

Trans_ of owne_h_ intere_s in the Notes are to be accom_hed by entries made on the books of
Dire_ and Indirect Pa_icipams a_g on beh_f of Benefi_ Owne_. Benefid_ Owners will not receive

certific_es representing their owne_h_ interests in the No_ except in the event that use of the
book_mry sy_em for the No_s is d_confinued.

To _dlit_e subsequent _ans_, all Notes deposed by Dire_ and Indirect Pa_an_ (_r_d
to together as "Partidpants") with DTC are rendered in the name of Cede & Co. The deport of Notes
with DTC and their re_fion in the name of Cede & Co. effe_ no change in benefio_ owne_h_. DTC
has no knowledge of the actual Benefi_ Owne_ of the No_ DTC_ records reflect only the identity
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of the Dire_ Panicipan_ to whose accounts such Notes are cred_ed, which may or may not be the

Benefid_ Owne_. The Dire_ Parti6pan_ will rem_n respon_ble for keeping account of their holdings
on behalf of their cu_ome_.

Conveyance of notices and other commu_cations by DTC to D_e_ Pa_icipants, by Dire_

Participants to Ind_e_ Paaidpan_ and by D_e_ Pa_icipan_ and Indire_ Pan_ipan_ to Benefio_
Owne_ will be governed by a_angements among them, su_e_ to any _atutory or regulatory
requiremen_ as may be in effe_ _om time to time.

Nother DTC nor Cede & Co. wffi consent or vote with respe_ to Notes. Under _s usual procedures,

DTC m_ an omnibus proxy (the "Omnibus Proxy") to the City as soon _s po_ib_ after the record date.

The Omnibus Proxy a_ns Cede & Co._ consenting or voting righ_ to those Dire_ Pa_idpants to whose
accoun_ the Notes are cred_ed on the record date (identified in a listing a_ached to the Omnibus Proxy).

Redemption notices shall be sent to Cede & Co. If less than all of the Notes w_hin a maturity are

bring redeemed, DTC_ pra_e is to determine by lot the amount of interest of each Dire_ Pa_iopant
in such maturity to be redeeme&

Payment of redemption proceeds and pfinop_ and intere_ on the Notes will be made to Cede & Co.,

or such other nominee as may be requested by an authorized representatNe of DTC. DTC_ pra_e _
to cred_ Dire_ Participant' account, upon DTC_ recdpt of funds and co_esponding detail information

from the City or Fiscal Agent on the payment date in accordance with their respe_Ne holdings shown on

DTC_ record_ Paymen_ by Pa_icipan_ to Benefio_ Owne_ will be governed by standing intrusions
and customary practices, as h the case w_h securities held for the accounts of cu_ome_ in bearer form
or rendered in "_reet name," and will be the respon_bil_y of such Partiopant and not of DTC, Fiscal

Agent, or the City, subject to any _atutory or reg_atory requirements as may be in effe_ _om time to

time. Payment of redemption proceeds and prinop_ and interest paymen_ to Cede & Co. (or such other
nominee as may be requested by an authorized representatNe of DTC) is the responsibihty of the City
or Fiscal Agent, disbu_ement cf such paymen_ lo Dire_ Pa_ipan_ sh_l be the respon_bifity of DTC,
and disbu_ement of such payments to the Benefio_ Owne_ shall be the responfibility of Dire_ and
Indirect Panidpan_.

DTC may discontinue profiding iS serv_es as secufit_s depos_ory with respe_ to the Notes at any
time by _ving reasonable notice to the City or the Fiscal Agent. Under such drcum_ances, in the event

that a successor securities depofitory is not obt_ned, Note certificates are required to be printed and
delivered.

The City may deride to discontinue use of the sy_em of book-entry transfe_ through DTC (or a

successor securit_s depository). In that event, Note certificates will be printed and ddNered.

The information in th_ se_ion concerning DTC and DTCh book-enuy sy_em has been obtained

from sources that the City bd_ves to bere,abe, but the City takes no responsiNlity for the accuracy
thereoL

No assurance can be _ven by the City that DTC will make prompt transfer of paymen_ to the
Pa_idpan_ or that Partidpan_ will make prompt _ansfer of paymen_ to Benefid_ Owne_. The City
is not respon_ble or _able for payment by DTC or Partidpan_ or for sending transaction _atements or
for m_nta_in_ supervising or rev_wing records m_nt_ned by DTC or Pa_iopan_.

For every gansfer and exchange of the Notes, the Benefid_ Owne_ may be charged a sum suffic_nt
to cover any tax, _e or other charge that may be imposed in rehtion thereto.

Un_ otherwise noted, cen_n of the information contained in this subse_ion "Book-Entry Only
System" has been extra_ed from _formation furn_hed by DTC. The City makes no representation as to
the comp_teness or the accuracy of such information or as to the absence of material adve_e changes in
such information subsequent to the date hereoL
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SEC_ON Hk GOVERNMENT AND _NAN_AL CONTROLS

Stm_ure of C_y Government

The City of New York is divided into five countie_ wh_h co_espond to i_ five boroughs. The Cit_
howeve_ is the on_ unit of local government wkhin its territori_ jur_di_ion with authority to levy and
col_ct taxes, and is the unit of local government primari_ respons_ for serv_e ddNery ResponfibilRy
for governing the City is cu_enfly vexed by the City Chaaer in the Mayo_ the City Comptrol_ the City
Coundl, the Public Advocate and the Borough Prefiden_.

_ The Mayor M_had R. Bloomberg, the Mayor of the City, took office on January 1, 2002. The
Mayor is elected in a general e_ion for a fou_year term and _ the chief execut_e officer of the
City. The Mayor has the power to appoint the commissioners of the City_ various department.
The Mayor _ responfible for preparing and administering the City_ annual Expense and Capital
Budgets (as defined brow) and finano_ plan. The Mayor has the power to veto local laws enacted
by the City Counol, but such a veto may be overridden by a two-thirds vote of the City Coundl.
The Mayor has powe_ and responfibilities relat_g to land use and City contracts and HI refidual
powe_ of the City government not otherw_e de,gated by law to some other public offid_ or
body The Mayor _ a_o a member of the Control Board.

-- The Ci_ Comptroller Wi_iam C. Thompson, J_, the Comptroller of the City, took office on

January 1, 2002. The City Comptroller is de_ed in a general election for a fou_year term and is
the chief fiscal officer of the City. The City Comptroi_r has extensive inve_at_e and aud_
powe_ and responfiNl_s which include keeping the finand_ books and records of the City The
City Comptrol_r's audit responfibilities include a program of performance aud_s of City agendes
in connection with the City_ management, planning and control of operations. In additiom the
City Comptrol_r is required to evaluate the Mayor_ budgeL including the assumptions and
methodology used in the budget. The Office of the City Comptro_er is responfible under the City
Charier and pu_uant to State Law and CRy inve_ment guidelines for mana_ng and investing
City funds for operat_g and cap_al purposes. The City Comptrol_r is also a member of the
Con_ol Board and is a _u_ee, the cu_odian and the ddegated inve_ment manager of the City_
five pension sy_em_ The _vestments of those pennon sy_em a_e_, aggregating approximate_
$75.9 billion as of Augu_ 31, 2003, are made pu_uant to the directions of the respective boards
of trustee_

_ The Ci_ Council. The City Coundl is the _slatNe body of the City and confi_s of the Publ_
Advocate and 51 membe_ elected for fou_year terms who represent various geograph_ diaries
of the City. Under the City Cha_e_ the City Coundl must annually adopt a resolution fixing the
amount of the real e_ate tax and adopt the City_ annual Expense Budget and Capit_ Budget (as
defined brow). The City Coundl does not, howeve_ have the power to enact local laws impofing
other taxes, unless such taxes have been author_ed by State _ation. The City Counol has
powe_ and responsibflRies relating to _anc_ses and land use and as provided by State law. '

-- The Pubic Advocate. El_abeth E Gotbaum, the Pubic Advocate, took office on January 1,
2002. The Publ_ Advocate is ele_ed in a general de,ion for a fou_year term. The Public
Advocate is fi_t in the line of succession to the Mayor in the event of the disability of the Mayor
or a vacancy in the office, pending an election to fill the vacanc_ The Public Advocate appoin_
a member of the City Planning Commotion and has various responsibi_ties relating to, among
other things, monitoring the a_Nities of City agenc_s, the _vestigation and resolution of certain
compl_n_ made by membe_ of the public concerning City agendes and ensuring appropriate
publ_ acce_ to government _formation and meeting_

_ The Borough Presidents. Each of the City_ five boroughs elec_ a Borough Prefident who serves
for a fou_year term concurrent with other City elected offioals. The Borough Prefiden_ consuR
with the Mayor in the preparation of the City_ annual Expense Budget and CapR_ Budget. Five
percent of discretionary increases proposed by the Mayor in the Expense Budget and, with cen_n
exception_ five percent of the appropriations supposed by funds over which the City has
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sub_anfi_ _scret_n proposed by the Mayor in the CapR_ Budget, must be based on

approprim_ns proposed by the Borough Pres_en_. Each Borough Prefident _so appoinU one
member to the Panel for Education_ P_y and has various responfiNBfies rel_g to, among

other t_ngs, renewing and ma_ng recommend_ns regard_g ap_ns for the use,
deve_pment or improvement of land locked wren the borough, monitoring and mak_g
recommend_ns regar_ng the performance of contacts providing for the ddNery of services in

the borough and overseeing the coord_n of a borough-w_e publ_ serv_e comment
program.

The City Cha_er provides that no person shall be eligib_ to be de_ed to or serve in the office of
Mayo_ Publ_ Advoc_e, Comptr_ Borough Prefident or Counol member if that pe_on has
previously he_ such office for two or more full consecutNe _rm_ unless one full term or more has

elapsed fince that person _ held such office.

City Finan_ Management, Budgeting and Contro_

The Mayor _ respon_ble under the Ci_ Cha_er for preparing the Ci_ annual expense and ca_tal
budges (as adop_ the "Expense Budget" and the "CapR_ Budget," respe_Nely, and c_Nely, the
"Budgets") and for submitting the Budges to the City Coundl for _s tefiew and adoption. The Expense
Budget cove_ the Cityh annual operating expen_tures for municip_ serv_es, while the CapR_ Budget
cove_ expendRures for ca_t_ pr_e_ as defined in the Ci_ Cha_en Operations under the Expense

Budget must reflect the aggregate expen_ture _mR_ns contained in financial plans.

The CRy Counol is responsible for adopting the Expense Budget and the Ca_t_ Budget. Pu_uant
to the Ci_ Cha_e_ the CRy Counol may increase, decrease, add or omit speofic uni_ of appropri_n
in the Budge_ submR_d by the Mayor and add, omit or change any terms or condRions related to such
appropriation_ The Ci_ Counol _ _so responfi_e, pu_uant to the City Chaae_ for appro_ng
mod_c_ns to the Expense Budg_ and adopting amendmen_ to the Ca_t_ Budget beyond ce_n
latitudes _wed to the Mayor under the CRy Cha_en Howeve_ the Mayor has the power to veto any
increase or addition to the Budge_ or any change in any term or condRion of the Budges approved by
the City Counol, wh_h veto is su_e_ to an override by a two4hffds vote of the City Counol, and the
Mayor has the power to implement expendRure reductions subsequent to adopt_n of the Expense
Budget in order to m_nt_n a ba_nced budget. In addit_ the Mayor has the power to d_erm_e the
non-prope_y tax revenue foreca_ on wh_h the Ci_ Counol must re_ in seuing the prope_y tax rates
for adopting a b_anced City budge.

Office of Management and Budg_

The Cityh Office of Management and Budge, with a aaff of appro_m_e_ 300, _ the Mayorh
primary ad_sory group on fiscal i_ues and is _so respons_ for the prepar_n, monRoring and control
of the Cityh Budge_ and fouvyear finandM plan_ In additio_ OMB is respon_b_ for the preparation
of a Ten-Year Ca_tM Str_eg_

State law requires the City to m_nt_n Rs Expense Budg_ bManced when reposed in accordance
with GAAE In ad_t_n to the City_ annual Expense and Capital Budges, the City prepares a fouvyear
finand_ plan which encompasses the Ci_h revenue, expendRure, cash flow and capital pr_e_ns. All
Covered Organ_n_ as hereinaRer defined, are also required to m_n_in budge_ that are balanced
when reposed in accordance with GAAE From time to time ce_n Covered Organ_ns have had
budges proving for oper_ns on a cash ba_s but not balanced under GAAE

To a_ist in ach_ng the goals of the finandM _an and budge_ the City rev_ws i_ finand_ plan
period_M_ and, if nece_ary, prepares mod_c_ns to incorporate actual resuRs and re_ons to
pr_e_ns and assumptions to refle_ cu_ent _formation. The City's revenue pr_e_ns are continuM_
renewed and period_ upd_ed with the benefit of _scu_ns with a panel of prN_e econom_
anMy_ng the ef_s of changes in econom_ indicato_ on Ci_ revenues and _form_n from various
econom_ foreca_ing serv_es.
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The City Comptro_er is the Ci_ chief fiscal officer and _ responfib_ under the Ci_ Cha_er for
rev_w_g and comment_g on the Ci_ Budge_ and finand_ plan_ _dud_g the assumpt_ns and
m_hodo_es used in their preparat_n. The CRy ComptroHe_ as an independently eleoed public
offid_, is required to repo_ annually to the CRy Coundl on the S_ of the City_ economy and finances
and pefio_c_ to the Mayor and the Ci_ Counol on the finandal con_t_n of the City and to make
recommend_ns, commen_ and cfit_ms on the operations, fiscal policies and finan_ _ansa_ns of
the City. Such repo_ among other things, have dff_red with ce_ain of the economic, revenue and

expenditure assumptions and pr_e_ns in the C_y_ financial plans and Budge_. See "SECTION VII:
FINANCIAL PLAN--Ce_n Repo_"

The Office of the City Comptroller e_a_hes _e Ci_ account_g and financial repo_g pra_es
and _rn_ control procedures. The Ciff Comptrol_r _ also respons_ for the prepar_n of the Ciff_
annual financial _ements, w_ch, since 1978, have been req_red to be reposed in accordance with
GAAE

The Comprehen_ve Annu_ Finanoal Repo_ of the Comp_r for the 2002 fiscal yea_ wh_h
_dude_ among other things, the City_ finand_ _emenu for the 2002 fiscal yea_ has _ceNed the
Government Finance Officers A_oo_n award of the Ce_cate of Ac_evement for Excd_nce in

Finano_ Repo_in_ the twenty-third consecutNe year the Comp_hen_ve Annum Finano_ Repo_ of
the Comptrol_r has won such award.

AH contra_s for goods and services requiting the expenditure of City moneys mu_ be _e_exed with
the Ciff Comptrol_ No contract can be rendered unless funds for _s payment have been appropriated

by the City Coundl or otherwise authorized. The City Comptrol_r also prepares vouche_ for payments
for such goods and serv_es and cannot prepare a voucher unle_ funds are ava_able in the Budge_ for
iU payment.

The City Comptrol_r _ _so required by the Ciff Cha_er to audit all Ci_ agendes and has the power
to audit all Ci_ contract. The Office of the Comptrofler condu_s both finandal and management aud_s
and has the power to investiga_ co,upton in conne_n with Ciff contracts or contractors.

The Mayor and Ciff Comptro_er are responsive for the issuance of City _debtednes_ The City
Comptrol_r ove_ees the payment of such indeb_dness and is respon_b_ for the custody of ce_n
sinking funds.

Finan_al Reporting and Control Sy_ems

Since ! 978, the City_ finand_ _atements have been required to be aud_ed by _dependent certified
pubfic accountan_ and to be presented in accordance with GAAE The City has completed twenty-two
consecutive fiscal years with a Gener_ Fund surplus when reposed in accordance with then appl_ab_
GAAE

Both OMB and the Office of the Comptroller util_e a finano_ management sy_em which provides
comprehen_ve cu_ent and h_tofical _formation regarding the City_ finand_ condition. Th_ informa-
tion, which is independent_ ev_uated by each office, provides a bas_ for City action required to maint_n
a balanced budget and continued finanoai stabifity.

The City_ operating resuRs and foreca_s are ana_ze& renewed and reposed on by each of OMB
and the Office of the Comptrol_r as pa_ of the City_ overa_ system of _tern_ control. Intern_ control
sy_ems are re%ewed regulafl5 and the City Comptrol_r requires an annual report on internal control
and accountability _om each agenc_ Comprehens_e service _vel and produ_N_y targe_ are formdated
and mon_ored for each agency by the Mayor_ Office of Operations and reposed publicly in a sem_nnu_
management report.

The City has developed and utilizes a cash foreca_ing system which foreca_s _s d_ cash b_ance_
This enab_s the City to predict more accurate_ i_ sho_qerm bo_owing needs and maxim_e _s return
on the inve_ment of av_b_ cash b_ances. Month_ _atemen_ of operating revenues and expend_ure_
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cap_al revenues and expendkures and cash flow are reported after each month_ end and m_or variances
_om the financial plan are identified and expl_ned.

City funds held for operation and capkal purposes are managed by the Office of the City
Comptrol_ with specific guidd_es as to inve_ment vehicles The City does not invest such funds in
leveraged produc_ or use revere repurchase agreements. The City invests primarily in obl_ations of the
Uni_d States Government, its agendes and _strumentalitie_ h_h grade commerc_l paper and

repurchase agreements with primary deale_. The repurchase agreemen_ are coHaterafized by United
States Government treasuries, agendes and in_rument_ities, held by the City_ cu_odian bank and

marked to market dail_

More than 95% of the aggregate asse_ of the City_ five defined benefit pension systems are managed
by out,de manage_, superv_ed by the Office of the City Comptroller, and the reminder is held in cash
or managed by the City Comptroller. Allocations of investment assets are determined by each fund_
board of trustees. As of Augu_ 31, 2003 aggregate pension assets were allocated appro_matdy as
follow_ 52% U.S. equitie_ 29% U.S. fixed _come; 16% internation_ eq_fie_ 2% private equity and real
estate; and 1% cash.

Finan_al Emergency A_

The Finand_ Emergency Act requires that the City submit to the Conuol Board, at least 50 days

prior to the be_nning of each fiscal year (or on such other date as the Control Board may approve), a
finand_ plan for the City and ce_a_ State government_ agendes, public authorit_s or public benefit

corporations ("PBCs") which receive or may receNe monks from the City dire_ly, _dire_ or
contingently (the "Covered Organizations") covering the fouvyear period beginning with such fiscal yean
The New York City Transit Authority and the Manhattan and Bronx Surface Transit Operat_g Authorky

(col_N_ "New York City Transit" or "NYCT" or "Transit Authority"), the New York City Heath
and Hospitah Corporation ("HHC') and the New York City Hou_ng Authority (the "Hou_ng
Authority" or "HA") are examples of Covered Organ_ations The Act requires that the City_ fouvyear
finandal plans conform to a number of _andards Unless otherwise permuted by the Control Board under
ce_ain conditions, the City must prepare and balance i_ budget covering all expenditures other than

capital items so that the resuRs of such budget will not show a defick when reported in accordance with
GAAE Pro_on must be made, among other things, for the payment in full of the debt service on all City
securities The budget and operations of the City and the Covered Organ_ations must be in conformance
with the financial plan then in effect.

From 1975 to June 30, 1986, the City was su_e_ to a Control Period, as defined in the Act, which

was term_ated upon the sat_facfion of the _atutory conditions for termination, including the termination
of all federal guarantees of obligations of the City, a determ_ation by the ConUoi Board that the City had
m_nt_ned a b_anced budget in accordance with GAAP for each of the three immediate_ preceding

fiscal years and a ce_ification by the State and City Comptrollers that sales of securities by or for the
benefit of the C_y sat_fied i_ capital and season_ finandng requirements in the publ_ credh markets and
were expected to satisfy such requ_emen_ in the 1987 fiscal yea_ With the termination of the Con_oi
Period, cen_n Control Board powe_ were suspended indudin_ among other_ its power to approve or
d_approve ce_n contra_s 0nduding col_ctive barg_ning agreement_, long-term and short-term
borrowings, and the fou_year financial plan and modifications thereto of the City and the Covered
Organ_ations After the termination of the Con_ol Period but prior to the _atutory expiration date of
the A_ on July 1, 2008, the City is _ill required to develop a fouvyear financial plan each year and to
modify the plan as chan_ng drcum_ances requRe. During this period, the Control Board will also
continue to have certain renew powe_ and mu_ reimpose a Control Period upon the occurrence or
sub_antiai fikelihood and imminence of the occu_ence of any one of ce_ain events spedfied in the A_.

These events are (i) failure by the City to pay pfindp_ of or interest on any of i_ notes or bonds when
due or payable, (ii) the e_ence of a City oper_ing defidt of more than $100 million, (iii) issuance by
the City of notes in _olation of certain re_ri_ions on shon4erm borrowing imposed by the Act, (iv) any
_olafion by the City of any provision of the Act wh_h substanti_ imp_ the abil_y of the City to pay
princip_ of or interest on _s bonds or notes when due and payable or i_ abil_y to adopt or adhere to an
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operating budget balanced in accordance with the A_, or (v) joint certification by the State and City
Comptrol_rs that they could not at that time make a joint cenification that sales of secufit_s in the public
credit market by or for the benefit of the City during the immed_te_ preceding fisc_ year and the current
fiscal year satisfied i_ capital and seasonal finandng req_remen_ during such period and that there is a
substantial fikefihood that such securities can be sold in the general publ_ market from the date of the
joint ce_ification through the end of the next succeeding fiscal year in amoun_ that will satisfy
sub_anti_ all of the capRal and seasonal financing requiremen_ of the City during such period in
accordance with the finanoal plan then in effect.

Finan_al Renew and Ovem_ht

The Con_ol Boaxd, with the Office of lhe Sta_ Depuff Comptroller ("OSDC_, _ews and
monRo_ revenues and expendRures of the City and the Covered Organ_ation_ In addition, the
Municip_ A_nce Corpor_n for The Ciff of New York _MAC") was organ_ed to provide
finan_ng a_i_ance for the CRy and to exer_se ce_n renew _nctions with respe_ to the Ciff_ finances,
and the Independent Budget Office (the "IBO') has been es_hed pu_uant to the CRy Cha_er to
provide an_y_s to ele_ed offi_s and the pubfic on relevant fiscal and budge_ry issues affecting the
City.

The Con_ol Board is _quired to: (i) rev_w the _u_year financial plan of the Ci_ and of the
Covered Organ_ns and mo_fic_ns thereto; (ii) rev_w the operations of the Ciff and the Covered
Orga_z_n_ _du_ng their commence with the financial plan; and (iii) renew _ng-term and
sho_4erm bo_ow_gs and ce_n contract, induing co_ecfive barg_ng agreements, of the City and
the Covered Organ_ns. The requ_ement to submit fou_year finan_al plans and budgets for review
was in response to the severe financ_l _fficulties and _ of access to the cre_t markets encountered by
the Ciff in 1975. The Contr_ Board must reexam_e the financial plan on at least a quavery basis to
d_erm_e its conformance to _utory _andard_

The ex officio members of the Con_ol Board are the Governor of Ihe State of New York (Ch_rman_
the Comptr_ler of the State of New York; the Mayor of The Ciff of New York; and the Comptr_r of
The City of New York. In addition, there are three prvate membe_ app_n_d by the Governo_ The
Executive D_e_or of the Con_ol Board _ applied joint_ by the Governor and the Mayo_ The
Control Board is a_isted in the exer_se of its respon_b_t_s and powe_ under _e Finan_ Emergency
A_ by the State Deputy Comptr_
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SECTION IV: SOURCES OF CITY REVENUES

The City derives i_ revenues from a varify of McM taxes, user charges and m_cd_neous revenues,

as well as from _derM and StMe unre_ri_ed and categorical gran_. S_ Md as a percentage of the Ci_

revenues has rema_ed relativdy constant over the period _om 1980 to 2002, while unre_r_ted _derai

aM has been sharp_ reduced. The C_y proje_s that local revenues will pro_de approximme_ 69_% of

total revenues in the 2004 fiscal year while _deral aid, _du_ng ca_gorkM gran_, will profide 10£%,

and S_ aid, _du_ng unre_fi_ed aid and categorical grants, will pro_de 20D%. A_usting the data for

comparaMlit5 local revenues prodded appro_mme_ 60.6% of total revenues in 1980, whim _deral and

S_ Md each profided appro_mMe_ 193%. A dgcusfion of the City's principal revenue sources foIMws.

For ad_fionM informm_n regar_ng assumpt_ns on which the City_ revenue proje_ns are based, see

"SECTION VII: FINANCIAL PLAN--Assumptions." For information regarding the Ciff_ tax base, see
"APPENDIX A--ECONOMIC AND DEMOGRAPHIC |NFORMA_ON."

Re_ E_e _

The real estate tax, the single largest source of the _ty_ revenues, is the pfima_ source of _n_ _r

the _ty_ Gener_ Debt Se_e Fund. The _ff expects to der_e _wo_m_e_ 43.6% of i_ tot_ tax

revenues and 25.9% of its total revenues _r the 2_4 _c_ year from the real estate tax. F_ _rm_n

_n_ tax revenues and total revenues of the _ty _r pri_ fiscal years, _e "_CT_N VI: _NANCIAL

O__S--1_2_2 Summa_ of Op_."

The State Con_ufion authorizes the _ty to _vy a real estate tax w_hout fim_ _ to _ or amount

Ohe "debt _i_ levy") to cover _hedu_d paymems of the pfindp_ of and intere_ on indebtedness of

the Ci_ Howeve_ the State Con_n limi_ the amount of revenue which the Ciff can raise _om the

real estate tax for oper_g purposes _he _r_ limit") to 2.5% of the average full value of taxaNe

_al _ in the _ty _r the current and the last _ur fiscal years less in_ on _mpo_ debt and the

aggregate amount of bufiness _w_em_t district charges su_e_ to the 2.5% tax l_n. The tab_

below sets _rth the percentage of the debt _e levy to the total lev_ The _ty Coundl has adopted

a d_tinct t_ rate for each of the _ur cmegori_ of real property e_abfished by State _m_n.

COMPAmSON OF REAL ESTATE _X LE_E_ _X LIMffS AND _X RATES

W_n
DeM Op_M_g

_ Se_i_ _m_ _ a

_s_l _ar _t_ _(1) O_t _ e_ebt Pe__t_VYLev_sa O_m_ P_f __l_a_°fPe_uH A_e_e__n
(D_a_ _ MHfion_ exce_ _r _e _x R_e)

1999 ...... 8_9_3 6_07_ 137_5 21.9 Z17_3 88_ 2.56 10.37
2_0 ...... _374_ 7_23_ 1,138.9 13_ 7_6_7 99.4 2.62 10.37
2001 ...... 833_3 7_3Z7 1374_ 14.6 7,573.1 98.1 2_9 1_37
2_2 ...... 9371_ 8D85_ 1,148.9 12_ &128_ 99.5 2.46 10.37
2_3 ...... 1_68&8 8_94_ 1_82_ 18.5 _925_ 97.4 2.52 12_8
_) .... 1239_5 9_31_ 2_21_ 22_ 9_93_ 95.3 2.51 12.28

(1) As append by the _y Coundl.

(2) The debt service _vy includes a potion of the t_al reserve _r unc_oed _ e_e taxes.

_) The increase in the percen_ge b_ween fisc_ year 1999 and fiscal _ _ was pfimafi_ due to the discretionary _s_
_ _u_ purposc_ in the 1_9 _1 _ _ pay dc_ service and _h_ expe_ due in _e _ fisc_ yea_ wh_h reduced
the amou_ of the debt _rfice levy in the _ _1 _ and, as a result, increased the amou_ of the t_ levy ufi_zed _r
o_t_g pu_.

(_ Full v_u_n is based on the spco_ cquafizafion _fios (discu_ed be_w) and the Nlla_e a_e_ed v_uatio_ Spe_
equ_n ratios and full v_u_ are revved pe_od_ as a resu_ of surveys by the State Board of Real Prope_y
Se_ (as _ _.

_) Forecas_
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Z_

The _ has _a_t_n_ assessed real prope_y at less than mark_ value. The State Board of Real

Pmpe_y Services (the "State Board") is _q_d by law to d_mine annually the __p b_ween
taxable a_e_ed v_ue and market value w_ch _ _p_d as the "sped_ __ _" The spe_
_u_z_ ratio is used to compu_ full value _r the purpose of me_ufing the City_ compfiance with
the _e_g limit and general debt limit. For a discussion of the City_ debt fimd, see "SE_ION VIII:

_D_DN_S--I__S of the City and Ce_n Other Emit_--L_m on _e _
Au_o_ to Contm_ _b_" The ratios are ca_uh_d by using the most recent mark_ value
surveys av_hb_ and a pr_e_n of mark_ value based on recent su_ey trends, in accordance with

m_hodo_ e_abl_hed by the Sta_ Board _om time to time. R_s, and th_e_ _11 v_ue_ may
be revised when new surveys are comN_e& The ratios and _11 values used to compme the 2_4 fiscal
year ope_ting limit and general debt limit which are shown in the tab_ belo_ have been e_abl_hed by
the State Board and include the results of the calendar year 2_2 m_k_ value surve_ For _rmation
_em_g l_g_ a_e_ing that _e _e_ equ_n _t_s c_c_a_d by the _e Bo_d in ce_n
years violate State law because they _b_t_ ov_fim_e the full value of Ciff real estate _r the
purposes of c_cuhfing the __ limR, and that the _ty_ real estate tax levy _r operating purposes
exceeded the State Con_m_n_ limit, see "SEC_ON IX: OTHER I__N--__--_"

BILLABLEA_E_ED AND FULL _LUE OF _B_ REAL ESTATE(D

B_a_e A_d
_ _ Spe_

_xa_e _n
_s_l _ _ E_e__R_ = F_I _o_

2_0 ...... $$0_$53S_3S5 0.2466 $32S_0_ _7_770

200_ ...... S_3_74_ _7_ 0.2340 360340_75_44

2_2 ...... S_53_3_S 0.22S3 392303_2&_56

_3 ...... _4_063_0_7_ 0.2204 42S_9_24_01
2004 ...... 99,$54,097,559 0.20_7 4_0_ _53_

fromtaxatio_ underState la_ Vor the2_3 fiscalyea_ tfie_filable assessedvalue of real c_ate ¢_ego_zcd by the _y as
exe_ is $65._bifiion,or 3_% of _e $16_ _on billable_sscsse_wl_e of all re_ estate (_xa_e and excm_).

(2) _g_ arc _ascd on _m_ _f the _c_ equa_za_on ratio w_ic_are revisedannu_ T_e_ figu_s arede_ved from
o_ CityC_n_l _× R_ns ado_ wit_respc_ to t_e 2_04fi_c_yea_ These fig_ direr from _c _e_ an_

prope_y su_e_ _ tax_r schoolp_rposesand is_ased on e_im_ of t_e spe_ equafi_a_onr_io wh_h arenot reused
annua_

State law provides _r the d_fic_n of all real property in the City into one of _ur _m_y
classes. Class one _m_ includes one-, two- and _mi_ homes; class two includes certain other
refide_l propeay not included in class one; da_ three _dud_ mo_ utility real propen_ and da_ _ur
includes all other real propen_ The total tax levy con_s of _ur tax levies, one _r each da_. Once the

tax levy is set for each class, the tax rate _r each class is then fixed annually by the City Coundl by
dividing the levy _r such class by the billable assessed value _r such class.

A_sme_ procedures di_r _r each class of prope_ For fiscal year 2004, class one was assessed
at app_m_e_ 8% of m_k_ value and d_s _ three and _ur we_ e_h assessed at 45% of mark_

value. In add_ion, _du_ a_e_men_ on cla_ one pa_e_ cannot increase by more than 6% per year
or 20% over a five-year period. Manet value increases and decreases _r mo_ of class two and all of class

_ur are phased in over a period of five yea_. Increases in class one ma_ value in excess of ap_aNe
limi_tions are not phased in over _eq_ yea_. There is also no phase in _r class three prope_

Class two and class _ur real prope_y have three assessed values: actual, tran_tion and _Hab_.

A_ual a_e_ed value is e_a_hed _r all tax d_s _o_ _ga_ _ the five_e_ phase_n _q_ment
ap_ab_ to most class two and all class _ur prope_ The _a_n assessed value _fle_s this
ph_. Bilhb_ assessed value is the basis _r tax _abfl_y and is the lower of the actual or _ans_n
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The share of the total levy that can be borne by each class is regdated by the provisions of the Re_
Prope_y Tax Law. Each class share of the total tax levy is upda_d annually to reflect new con_ru_ion,
demolitio_ aRerations or changes in taxable status and is su_e_ to lim_ed a_u_ment to retied market
value changes among the four classes. Class share adjustments are limited to a 5% maximum increase per
yea_ Maximum class increases below 5% must be, and typically are, approved by the State _ature.
Fiscal year 2004 tax rates were set on June 27, 2003, and reflect a 5% iim_ation on the market value
adjustment for 2004 and an average tax rate held _ $12283 per $100 of assessed v_ue, though _dividu_
class tax rates were changed _om the prior year level.

A change to the Real Property Tax Law, effe_Ne January 1, 1998, _lows taxpaye_ to use sales prices
to ch_nge the equafity of assessment_ This change may resuR in _gnificant refund exposure and reduce
the City_ real estate tax revenue accordingl_

City real estate tax revenues may be reduced in future fiscal years as a result of tax refund claims
asserting overv_uation, inequity of asse_ment and illegal_ For a discussion of various proceedings
challen_ng asse_ments of real prope_y for teal e_ate tax purposes, see "SECTION IX: OTHER
INFORMATION--Litigation--Taxes." For fu_her _formation regarding the City_ potential exposure in
certain of these proceedings, see "APPENDIX B--FINANCIAL STATEMENTS--Notes to Finano_
Statement--Note DS."

The State Board annu_ certifies various class ratios and class equalization rates relat_g to the four
classes of real prope_y in the Cit_ "Class ratio_" which are determ_ed for each class by the State Board

by c_culating the ratio of assessed v_ue to market value, are used in real prope_y tax ceniorad
proceedings involving _gations of inequality of asse_ments. The City believes that the State Board
overe_imated market values for class two and class four properties in calculating the class ratios for the

1991 and 1992 asse_ment rolls and has commenced proceedings ch_len_ng these class rafio_ A lowering
of the market value determination by the State Board for classes two and four would raise the class ratios
and could resuR in a reduction in tax refunds _sued as a resuR of tax certiora_ proceedings. For fuaher

information regard_g the City_ proceedings, see "SECTION IX: OTHER INFORMATION--Litigation--
Taxe_ "

Trend in Taxab& A_sessed Value

During the decade prior to fiscal year 1993, real property tax revenues grew sub_antiall_ Because
State law provides for increases in assessed values of most properties to be phased into property tax bills
over five-year periods, billable assessed values continued to grow and real prope_y tax revenue increased
through fiscal year 1993 even as market values declined during the local reces_on.

For fiscal year 2000, billable assessed v_uation rose by $2.4 bilfion to $80.1 billion. For fiscal year
2001, the billable assessed v_uation rose by $3.2 bilfion to $83.3 billion. For fiscal year 2002, bi_able

assessed v_uafion rose by $5.0 billion to $88.3 b_on. For fiscal year 2003 the bi_ab_ assessed v_ue rose
by $5_ billion to $93.3 b_fion. The Depa_ment of Finance re_ased the final a_e_ment roll for fiscal year
2004 on May 22, 2003. The biilab_ assessed value rose by $5.3 bilfion to $98.6 billion over the 2003 final
assessment roll. Bil_b_ assessed v_uations are forecast to grow by 3.7% each year for fiscal years 2005

through 2007 reflecting a foreca_ _owdown in market value growth.

Collection of the Real Esm_ Tax

Real estate tax payments are due each July 1 and January 1. Changes to the real prope_y tax law

expanded the eligibility for quavery tax payments by owne_ of c_ one and cla_ two prope_ies
asse_ed at $80,000 or le_, up from the previous $4_000, and cooperatNes whose individu_ uni_ on
average are valued at $80,000 or less, up from the prefious $4_000, which are paid in quavery
in_lments on July 1, O_ober 1, January 1 and April 1. These provisions apply to _allmen_ of real
prope_y tax becoming due and payable on or after July 1, 1998. An annual intere_ rate of 9%
compounded daily is imposed upon late paymen_ on prope_s for which the annual tax bill does not
exceed $2J50 except in the case of (i) any parcel with respect to which the real prope_y taxes are held
in escrow and paid by a mo_gage escrow agent and (ii) parceh con_g of vacant or unimproved land.
An interest rate of 18% compounded d_ is imposed upon late paymen_ on all other prope_s. These
interest rates are set annu_ly.
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The City primarily uses two methods to enforce the collection of real estate taxes. The City is
authorized to sell real property tax _ens on class one prope_s which are ddinquent for at least three
years and class two, three and four properties which are ddinquent for at lead one yea_ The City Counol

voted to extend such authority until October 31, 2003. In addition, the City is entitled to foreclose
delinquent tax liens by in rem proceedings after one year of delinquency with respect to properties other
than one- and two-fami_ dwellings and condominium apaaments for which the annual tax bills do not
exceed $2fl5_ as to wh_h a three-year de_nquency rule is in effect.

The real estate tax is accounted for on a modified accrual basis in the Gener_ Fund. Revenue

accrued is lim_ed to prior year paymen_ rec_ved, offset by refunds mad_ within the fi_t two months of

the following fiscal yea_ In deriving the real estate tax revenue forecast, a reserve is provided for

cancellations or abatemen_ of taxes and for nonpayment of cu_ent year taxes owed and outstanding as
of the end of the fiscal yea_

The following table sets fo_h the amount of delinquent real estate taxes (owed and out_anding as

of the end of the fiscal year of levy) for each of the fiscal years ind_ate& Ddinquent real estate taxes do
not include real estate taxes subject to cancd_fion or abatement under various exemption or abatement
program_ Ddinquent real estate taxes gener_ increase during a reces_on and when the real estate

market deteriorates. Delinquent real estate taxes gener_ decrease as the City_ economy and real estate
market recove_

In fiscal years 1998, 1999, 2000, 2001, 2002 and 2003, the City sold to separate bu_ness _usts re_
prope_y tax liens for which the City received net proceeds of approximate_ $23 million, $127 million,

$73 million, $211 million, $44.5 million and $13.6 million, respe_ivel_ For fiscal year 2004, appro_mate_
$90 million in net proceeds _ expe_ed _om tax lien s_es.

REAL ESTATE TAX COLLECTIONS AND DELINQUENCIES

On Millions)

Canc_fion_
Tax N_ C_ D_q_n_

C_l_fio_ P_ Ye_ Ab_em_ D_q_ _ a
Tax C_o_ _ a (D_que_ Exem_ P_pe_y _ of End Pe_e_a_

Tax on Cu_ent P_ce_age Ta_ R_d and of _scal of Tax
_scal Ye___ __Le_(D Ye_ Le_(_ of Tax Le_ C_l_fio_ Re_n_O) Sh_r Re_ Yea_ Le_ Lkn S_e(_

1998 ..... $ 7_90_ $ 7_142 94.0% $148.2 _345._ $(199.1) $(277.1) 3.51% $ 22_

1999 ..... 8_9_3 7_1_7 92.8 127_ (175.5) (303_) _7_ 3.40 127.3

20(10 ..... 8_743 7_6&1 92_ 149.2 (200.2) _45._ _6_5) 3.11 73_

_1 ..... 8,730.3 8_6_1 92A 132.3 _562) (410.5) _5_7) 2.87 21_9

2002 ..... 9_71_ _590.8 92.6 151.2 (138.1) (374_) _06.2) 3.30 445

2003_)... 10N8&8 9_2_3 92.8 132_ (128_) (463.5) 001._ 2.82 13.6

2004(_... 12250_ II_08A 92.3 132.0 _13._ _31_) _1_5) 3.35 90_

(1) As approved by _e City Coun_l through fiscal year 2003.

(2) Quavery col_ctions on cu_ent year lev_

_) Includes repurchases of de_c tax liens amou_g to $1_8 mffi_n, $12.9 mflfion, $10.8 miNon, $15.1 miNon and $3.9

miNon in the 199& 1999, 2000, 2001 and 2002 final 5ea_, _spe_N_g

(4) These figures include taxes due on ce_a_ puNicly owned prope_y and exclude ddinquency on sheRer rent and exempt
prope_y resto_d in the 1996 fiscal yea_

_) Net of rese_e for de_Ne fiens.

(6) Forcca_.
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Sources of Revenues in Anticipation of wh_h the RANs are Being Issued

Sta_ Aid to Educa_on

General Aid to Education is computed under a complex formula which Mlocates aid in inve_e

propo_ion to a school distfict_ per pupil wealth as stated in terms of income and full vMue of taxab_ real

e_ate. While aid figures genera_y are determined separate_ for each City borough, aid for all boroughs
is paid to the City as one school district for its general needs. Excess Cost Aid is provided to di_fi_s for

the education of _uden_ with disabilities. Excess C_t Aid is computed under a complex formula using

we_htings which are applied to pupil categories according to the percentage of time studenls recede
special education. The State has appropriated, and the City expels to receive, $3.832 bi_ion of General
Aid to Education (not all of which is included in the Revenues) and $860 million of Excess Cost Aid (not

all of which is included in the RevenueO for the 2003-2004 school yea_ A potion of General Aid to
Education and Excess Cost Aid is required to be paid in March. The potion of General Aid to Education

paid in March has hi_oricM_ represented at least 29% of the total amount of General Aid to Education

paid to the City. A potion of Excess Cost Aid _ required to be paid in March. The City expects to recede
approximately 40% of its Excess Co_ Aid in March 2004. The Revenues are expected to be approximately
$1.454 bBlion.

The following prior _atutory claims may affect the ava_ab_y and suffidency of State aid to

education for the payment of the RANs:

(i) Section 99-b of the State Finance Law provides that if the City should defau_ on bonds or
notes issued for school purposes, State aid to education is to be withh_d by the State to cure such

defauR. The City has appropriated sufficient funds for the payment of debt service on out_anding
bonds _sued for school purposes. Such appropriation may also be suffi_ent for future bond _suances

for school purpose_ but, if it is not, the City intends to appropriate add_ionM fund_

(ii) Section 462 of the Education Law requires the State Comptrol_ upon receipt of a
ce_ificate ind_ating a defi_ency in the capital reserve fund or the debt service reserve fund of the
New York City EducationM Con_ruction Fund (the "ECF") on August 1 of any yea_ to pay over out
of the City_ State aid to education the amount necessary to restore the capital reserve fund or the
debt service fund to the amount required to be on depos_. No such defidency existed on Augu_ 1,
2003.

(iii) The State may withhold or reduce aid to education, and in certain cases shall withhold or

reduce such aid, upon the City_ failure to provide ce_ain statutorily mandated coupes of intrusion
in a number of special areas, upon the City_ failure to provide the statutori_ required number of
in_ructionM days, upon the City_ failure to provide ce_ain heaRh services, upon the City_ failure to
provide _atutori_ mandated serv_es for hand_apped _uden_, upon the Cityg noncomp_ance with
certain other _atutorily mandated administrmNe pra_es or upon the City_ willful d_obed_nce of
ce_ain laws or dkecfive_

(iv) Pursuant to ce_ain sections of the Education Law, the State Comptrol_r may dedu_ from
State education aid to the City amoun_ required by statute to reimbu_e the State for certain
expend_ures made by the State for the education of blind, deaf and handicapped children resident
in the Cit_ The City believes it has appropriated suffident funds for these expendkure_

Ad_fion_ _e Prior C_s

The availab_ky of the Revenues could be affected by a number of p_em_l prior claims in addition
to those discu_ed above. HoweveL the City does not believe that any of these p_em_l prior _ms will
af_ i_ _i_ of the Revenue_ While the City has diligently _ve_ed the ex_nce and ap_a_y
of prior _mmo_ clams upon the Revenue_ it is possible that prior claims, in addition to those discussed

in this Offirai _memem, may exist.



The following potential prior adverse claims are appl_ab_ to State aid or to the Revenues generally:

(i) Article VII, Section 16, of the State Con_ution profides that if the State Legi_ature fails
to make any appropriation for the payment of intere_ on and prin_pal of ce_ain debts created on

behalf of the State and for contributions to finking funds, then the State Comptroller shall set apart
and apply from the first revenues thereafter received by the State, appl_able to its general fund,
suffi_ent funds to pay such intere_, prindpal or contributions

(ii) A_icle VIH, Section 2, of the State Con_ufion provides that if the City fails to make annual
appropriations for the payment of intere_ on all indebtedness and for the amo_ation and

redemption of ce_ain indebtednes_ then a suffi_ent sum shall be set apa_ from the first revenues
thereafter received and shall be applied to such purposes The City expects to make all such
appropriations for its 2004 fiscal year for all City debt currently outstanding, and iL as a result of
market condkion_ appropriations which have been made for future debt issuances are not suffi_ent,
additional funds will be appropriated.

(iii) Pursuant to Section 55 of the State Finance Law, at any time when the outstanding pfindpal
amount of any issue of tax or revenue anticipation notes of the State issued pursuant to Section 55
and the intere_ due thereon equal a ce_ain percentage of the amount of taxes or revenues receivable
by the State during the period ending on the maturity date of such issue (a_er ce_ain deductions).
the State must set aside all taxes and revenues in a separate note repayment account until the balance
is suffi_ent to pay the prindpal of and interest on such issue and on any other notes maturing on or
before the maturity date of such issue.

(iv) Section 39 of the State Judidary law authorizes the State Comptrolle_ under certain
_rcumstance_ to deduct from monies payable to the City from the Local Assistance Fund certain

expenses and costs of various City courts and courvrelated agencies located in the City and requires
the State Comptroller to deduct from such monies certain other expenses and costs with respect to
County Clerks. Except for those expenses and costs which the State Comptroller is required to
deduct, the City appropriated suffi_ent funds for these purposes for its 2004 fiscal yea_

(v) Section 89-h of the Correction Law authorizes the State Comptrolleq under certain
_rcum_ance_ to withhold from payments of State aid or local assistance otherw_e payable to the
City amoun_ owed but unpaid by the City to pay acquisition, con_ruction, operation and
maintenance costs of ce_ain alternate correctional fadlit_s The City appropriated suffi_ent funds
for these purposes for its 2004 fiscal yea_

(vi) Section 1285_(11) of the State Public Authofit_s Law authorizes the State Comptrollec
under certain conditions, to withhold from paymen_ of State aid or local assurance otherwise
payable to the City amounts owed but unpaid by the City to the New York State Environmental

Facilities Corporation (the "EFC') pursuant to a loan agreement with, or other obligations of the
City to, the EFC with respect to City water pollution control projects. The City has not incurred any
obhgations to the EFC. Bonds of the Water Authority have been issued to the EFC and are payable
from water and sewer charges in the City and other areas served by the Cit_

Additional C_y Revenues

Other lhxes

The City expects to derive 56.4% of its total tax revenues for the 2004 fiscal year _om a variety of
taxes other than the real estate tax, such as: (i) the 4_/a% sales and compensating use tax, in add_ion to

the 4V_% sales and use tax imposed by the State upon receipts from retail sales of tangible personal
property and certain services in the City; (ii) the pe_onal income tax on City reMden_; (iii) a general
corporation tax levied on the income of corporations doing business in the City; and (iv) a banking
corporation tax imposed on the income of banking corporations doing business in the Cit_

For local taxes olher than the real prope_y tax, the City may adopt and amend local laws for the levy
of local taxes to the extent authorized by the State. This authority can be withdrawn, amended or
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expanded by State _ation. W_hout State authorization, the City may impose prope_y taxes to fund
general operations in an amount not to exceed 21/2% of prope_y values in the City as determined under
a State mandated formula In addition, the State cannot restrict the City's authority to _vy and collect real
estate taxes in excess of the 21/2% limRation in the amount necessary to pay prindp_ of and interest on

City indebtedness For fu_her information concerning the City_ authority to impose real prope_y taxes,
see "Real E_ate Tax" above. Payments by the State to the City of sales tax and stock _ansfer tax
revenues are subject to appropriation by the State and are made available first to MAC for payment of
MAC debt serv_e, reserve fund requirements and operating expenses, with the balance, if an5 payable
to the City. Sales tax payments payable to the City would be paid to the TFA if personal income tax
revenues do not satisfy spedfied debt serv_e ratio_

Revenues from taxes other than the real property tax in the 2002 fiscal year decreased by $2 billion,

a drop of appro_mate_ 13.4% from the 2001 fiscal yea_ The following table sets fo_h, by categor5
revenues from taxes, other than the real prope_y tax, for each of the City_ 1998 through 2002 fiscal years.

1998 1999 2000 2001 2002

(In Mflfion_

Personal Income(I) ......................... $ _,117 $ 5_79 $ 5,353 $ 5_46 $ 4_38

Gener_ Corporation ........................ 1,551 1_23 1,779 1,735 1_30

Banking Corporation ........................ 515 388 347 424 320

Unincorporated Bu_ness Income ............. 671 657 805 820 791
Sales ...................................... 3_52 3,192 3,509 3fi62 3,360

Commer_ Rent(2) ........................ 358 333 344 377 380

Real Prope_y Transfer ...................... 288 424 483 473 425

Mo_gage Recording ........................ 232 408 403 407 477

Util_y ..................................... 223 222 247 300 258
All Other3) ............................... 704 698 723 620 592
Aud_s ..................................... 458 536 416 401 485

Tot_ .............................. $13,171 $13_60 $14_09 $14,965 $12_57

Note: TotaB may not add due to rounding.

(1) Personal Income _dudes $185 million of Criminal Justice Fund revenues in fiscal year 1998 and excludes $16 mi_on,
$144 miH_ $247 miH_ $407 mill_n and $451 raison retained by the TFA in fiscal years 1998, 1999, 2000, 2001 and 2002,
respe_Nely. In fiscal years 199_ 3_), _1 and 2002, PeBon_ Income also includes $85 mill_m $200 mill_n, $415 mill_n and
$520 million, respe_Nd_ wh_h was prodded to the Cfly by the St_e as a reimbu_emem for the reduced pe_on_ income
tax revenues res_ting from the St_e Tax Rdief Program ("STAR Program"). Pe_on_ Income also refle_ commen_ng in
fiscal year 199_ the ex_ration of the 12.5% person_ _come tax surcharge and, commen_ng _ fiscal year 2000, the repe_ of
the nonre_dent earnings _x and for c_endar year 2001 only, the reduction and res_u_ufing of the 14% pe_on_ income _x
surcharge, wh_h tog_her reduced _xes by $1291 bHfion in fiscal year 200_ $1362 _H_n _ fiscal year 2001 and $1A06 billion
in fi_ year 200_ Personal Income taxes flow directly from the State to the TFA, and _om the TFA to the Ci_ o_y to _e
extent not req_red by the TFA for debt se_e and operating expense_

(2) Commerd_ Rent refle_s _gislation provi_ng for various credR and exempt_ns w_ch reduced c_n_

(3) All Other _dudes, among others, the _ock _ans_r _x through fiscal year 200_ OTB net _venues, dga_ae, beer and fiquor
taxes, the hotel tax and _e automo_ use _ but excludes the State's STAR Program aid of $117 mi_o_ $260 mi_on, $504

m_n and $632 miH_n _ fiscal years 199_ _)0{k 2001 and 200_ respe_ively, and for fisc_ year 2_)1 on_ excludes prior year
re_ property penal_ and interest of $37 milton w_ch is included _ Interest Income under "M_cel_neous Revenues" bdow.

M&ceflaneous Revenues

M_ceHaneous revenues include revenue sources such as charges collected by the City for the issuance
of licenses, perm,s and franch_e_ interest earned by the City on the investment of City cash balance_

tu_ion and fees at the Commun_y Coilege_ reimbursement to the City from the proceeds of water and
sewer rates charged by the New York City Water Board (the "Water Board") for costs of delivery of water
and sewer services and paid to the City by the Water Board for its lease interest in the water and sewer
system, rents collected from tenants in City-owned property and from the Port Authority of New York
and New Jersey Ohe "Port Authority") with respect to airports, and the collection of fines. The following
table sets forth amounts of miscellaneous revenues for each of the CRy_ 1998 through 2002 fiscal years.
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1998 1999 2000 2001 2002
(in _Million_ _

Licenses, Permi_ and Franch_es .............. $ 273 $ 291 $ 329 $ 338 $ 356
Interest Income ............................. 199 182 195 245 81
Charges for Services ......................... 435 440 439 439 461
Water and Sewer Paymen_ ................... 823 778 801 843 858
Rent_ Income .............................. 151 114 139 154 115
Fines and Forfeitures ........................ 468 479 468 495 485
Other ...................................... 486 408 718 1,109 1D83

Tot_ ............................... $2_35 $2,692 $3_89 $3fi23 $3,739

N_e: Tot_s may not add due to roun_ng

Fees and charges collected from the users of the water and sewer sy_em of the City are revenues of

the Water Board, a pubfic benefit corporation all of the membe_ of which are appointed by the Mayon
The Water Board cu_ent_ holds a long4erm leasehold interest in the water and sewer sy_em pursuant
to a lease between the Water Board and the City

Other m_cd_neous revenues for fiscal year 1998 include $84 mi_on from the sale of the U_ted

Nations Plaza Hotel. Other m_cdhneous revenues for fiscal year 1999 include $38 minion from a

condemnation award and $29 mflfion from the re_ructufing of a City lease. Other m_c_neous revenues

for fiscal year 2000 include $42 million from the recovery of prior year FICA overpayments. Other
misc_hneous revenues for fiscal years 2000, 2001 and 2002 include $247 million, $154 mi_on and $211

million, respe_Nd_ of tobacco sett_ment revenues that are not retained by TSASC for debt serv_e and

operating expense_ Other miscellaneous revenues for fiscal years 2001 and 2002 do not include tobacco

sett_ment revenues ret_ned by TSASC, Inc ("TSASC") for debt serv_e and operat_g expenses totaling
$50 million and $45 million, respe_Nely. Other m_cdhneous revenues for fiscal year 2001 include the
receipt of $340 million from the sale of the Coliseum, $25 million from asset sales and $85 million from

the health benefit _abifization fund. Other m_c_hneous revenues for fiscal year 2002 include $208
million from the sale of mo_gages of the Department of Hou_ng Preservation and Devdopment
("HPD"), $154 million r_mbu_ement by HHC for m_pra_e claims and $361 milfion in TFA
reimbu_ement for Recovery Co_s.

Unrestricted In_rgovernmenml Aid

Unre_ficted feder_ and State aid has con_ed primarily of per capita _d _om the State

government. These funds, which are not subje_ to any sub_anfi_ re_fi_ion as to their use, are used by
the City as general suppo_ for its Expense Budgeu State general revenue sharing (State per capha aid)
is a_ocated among the units of local government by _atutory formu_s which take into account the

di_ribution of the State_ population and the full v_uation of taxable real prope_ In recent years,
howeveq such _location has been based on prior year _v_s in lieu of the _atutory formula. For a fu_her
discus_on of unre_ficted State aid, see "SECTION VII: FINANCIAL PLAN--Assumptions--Revenue
Assumptions--5. Unre_ficted Intergovernment_ Aid."

The following table sets forth amoun_ of unre_fi_ed federal and State aid received by the City in
each of its 1998 through 2002 fiscal years.

1998 1999 2000 2001 2002
(In M_ns)

State Per Capita Aid ..................................... $327 $328 $405 $327 $328
Othe_l) ............................................... 295 324 226 307 338

Total ........................................... $622 $652 $631 $634 $666

(1) Included in lhc 199_ 1999,200_ 2001and 2002fiscal years are $153mflliom$158million,$147mi_on, $158mffiionand
$201million,respectively,of _d assorted with the pa_l St_e takeover of long-term care Medicaidcosts.
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Federal and Sta_ Categorical Gran_

The City makes certain expend_ures for services required by federal and State mandates which are

then whol_ or pa_ial_ reimbumed through federal and State categorical grants. State categorical grants

are received by the City primafi_ in connection with City w_fare, education, h_her education, heath and
mental health expend_ures. The C_y also receNes sub_anfial federal categorical grants in connection

with the federal Community Dev_opment Block Grant Program ("Commu_ty Dev_opment"). The
federal government also provides the City with sub_anfial pubfic assistance, so_al serv_e and education

gran_ as well as reimbu_ement for all or a potion of ce_ain costs incurred by the City in m_nta_g -.

programs in a number of areas, including housing, criminal justice and heaRh. All City d_ms for _deral
and Sta_ gran_ are su_e_ to subsequent audit by federal and State authofifie_ The City pro_des a

reserve for disallowances resulting from these audi_ which could be asserted in subsequent yearg Federal
granm are a_o subje_ to audit under the Single Audit Act Amendmen_ of 1996. For a fu_her discus_on

of federal and State categorical gran_, see "SECTION VII: FINANCIAL PLAN--A_umptions--Revenue

Assumptions--Z Federal and State Categofic_ Gran_."

The following table se_ fo_h amoun_ of _derM and State categorical gran_ receNed by the City for

each of the City_ 1998 through 2002 fiscal years.

1998 1999 2000 2001 2002

(_ Million_

Federal

Commun_y Development(l) ................ $ 255 $ 239 $ 264 $ 250 $ 281
Welfare(2) ................................ 2_44 2,183 2,335 2,339 2,541

Education(2) .............................. 1_14 1_53 1,127 1227 1_64

Other(2) ................................. 679 787 691 734 1,911

Total ............................... $4,292 $4,262 $_4_ 7 $_550 $6,097

State

Welfare .................................. $1,580 $1,442 $1,382 $1,581 $1,585

Education ................................ 4,155 4,413 4,829 5_88 5,592

Higher Education ......................... 125 128 124 129 129
Health and Mental HeaRh .................. 269 323 348 349 434

Other .................................... 243 333 379 321 290

Total ............................... $6,372 $6,639 $7,062 $7,768 $8,030

(1) Amounts represent a_ual funds received and may be lower or higher than the appropriation of funds actuM_ provided by the
feder_ government for the pa_ular fiscal year due tither to underspending or the spending of funds carried forward from

prior fiscal year_

(2) A tot_ of appro_mately $1.1 billion in non-recurring Feder_ Emergency Management Agency ("FEMA'3 reimbursement for

costs rehfing to the September 11 attack _ included in Welfare, Educahon and Other in fisc_ year 2002.
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SEC_ON _ C_Y SE_ AND EXPEND_URES

Expend_ures _r C_y Se_

Three types of gov_nmem_ agencies provide pubfic services within the _ borde_ and receive
finand_ suppo_ from the _y One c_ego_ is the mayor_ agencies _hed by the Ci_ Cha_er
which include, among other, the Poise, Hre and Sa_mt_n Depa_men_ A_o_er is the independent
agencies which are funded in who_ or in pa_ through the Ci_ Budget by the City but which have greater
independence in the use of appm_i_ed funds than the mayo_l agende_ Included in this _go_ are
ce_ain Covered O_an_ such as HHC and the _fit Amhority A third omgo_ con_sts of
certain PBCs which were created to finance the con_rucfion of housing, _s_, d_ri_ and other
fadht_s and to prov_e other gove_men_l services in the City The __ e_a_i_ing this _pe of
agency con_m_a_s that annual payme_s from the _t5 appropria_d through its Expense Budget, may
or will con_u_ a sub_ant_l pan of the revenues of the agency Included in this c_ego_ is, among
other, the Ci_ UnNe_i_ Con_ru_n Fund _CUC_). For inform_ion regarding expendRures for
City ser_ce_ see _E_N VI: _NAN_AL O_RATIONS--I_2_2 Summary of O__"

Federal and State laws _q_ the City to pmfide ce_ain social services _r needy _dN_u_s and
_mil_s who qu_i_ _r such as_ance. The City receives the _de_l _m_ Asfi_ance _r Needy
Famil_s ("_N_ block grant funds _mugh the State wh_h, sup_emen_d by _ty and State
comribm_n_ fund the Fami_ A_nce P_am. The Fami_ A_nce P_am p_d_ benefi_ _r
hou_h_ w_h m_or c_n su_e_, in m_t o_s, _ a fi_-_ar time limit. The fiv_ _NF limit
will not have a fiscal impa_ on the Ci_ a_uming reauthorizafion of the Federal block grant _r another
five yea_ during the 2003 Cong_n_ _n. The _der_ Mock grant expired Se_emb_ _, _, and
was extended _ugh March 31, 2004 pending _n__ confid_n. The Salty Net Asfi_ance
Pin,am provides benefits _r adults wRhout minor ch_dren, _mili_ who have reached the Family
A_nce Prog_m time fimit, and other, _du_ng ce_ain imm_n_ who are _d_Ne _r Family
Asfi_ance but are eligible _r public a_tance. Cash asfi_ance benefits under the Salty Net A_nce
P_g_m are also su_e_ to time and d_Nl_ limit. Reop_n_ who reach such time iimRs or fail to
sat_ such d_y _q_e_ are transferred to non-cash assi_ance. The cost of the Salty Net
As_ance P_g_m is borne equally by the City and the State.

The _ty a_o prov_es _nding _r many other social _ such as day care, _ster care, _mi_
_n_ _s _r the elderly and _edM em_oymem _ _r w_ _dp_ms _me of which a_
mandmed, and may be whol_ or paniM_ subsM_e_ by either the _deml or State gov_nmem. See
"SEC_ON VII: _NANC_L _--_m_s--_v_ A_ump_m--7. Federal and State
Categorical G_n_."

As of July 2002, the Mayor a_umed __ff _r the _ty_ public school_ The Board of

Education _BOE_ has been _a_d by the Depanmem of EducmMn _DOE_ which is ove_een by
a Chan_lML app_n_d by the MayoL and the 13_em_r Panel _r Edu_fionM Policy where the Mayor
app_n_ 8 membe_ induing _e ChancdML and the Borough P_s_en_ each appoint one membe_ The
number of pupi_ in the school sy_em _r the 2004 _mugh 2007 fiscal yea_ is e_immed to be
appm_mmdy 1.1 miil_n. ActuM em_Imem in fiscal yea_ 1999 through 2003 has been 1_74_7&
1_71A42, 1,072,678, 1_68_39 and 1_65A7l, _e_Ne_ See "_N VII: F_ANOAL PLAN--

A__--__m A_m_. Other Than Pe_onal Services Co_--D_anm_t _ Edu-
ca_o_" The _ _em of higher educ_n, _n_t_g _ _ Senior Colleges and Communiff C_ge_
is oper_ed under the supervi_on of the Ci_ UnNe_i_ of New _rk _CUNY_. The _ty is preened
to pmfide appmxim_dy 38.2% of the costs of the Communiff Colleges in the 2_4 fiscal yean The S_
has full _spon_liff _r the costs _ operating _e Senior C_g_, although the City is _qui_d _
to fund these costs.

The Oty adm_ health _i_s programs _r the care of the ph_aHy and mem_ly ill and the
aged. HHC m_ns and operates the City_ eleven mu_dp_ acute care hosp_ah, _ur _n_e_ care

hdl_e_ six flee standing __ and _e_me_ center, a ce_ified home heaRh_are program, many
h__d _d ne_hborhood d_s and a heaRh m_menance o_an_n. HHC is funded _mari_
by third pa_y _imb_mem col_ctions from Meddle and Med_d and by payme_s _om Bad
De_afi_ Ca_ Poo_.



Medicaid provides bas_ medial assistance to needy persons. The City is required by State law to
furnish medial assistance through Medicaid to all City residents meeting eligibility requirements

establ_hed by the State. The State has assumed 81.2% of the non-federal share of long-term care cost_
all of the cos_ of providing medial asfistance to the mentally d_abled, and 50% of the non-federal share

of Med_aid costs for dien_ enrolled in managed care plans. The federal government pays 50% of
Med_aid costs for federally eligible re_pient_

The City_ Expense Budget has increased during the five-year period ended June 30, 2002, due to,

among other factors, the costs of labor se_lemen_, debt serv_e costs and the impact of inflation on
various other than personal serv_es costs

Employees and Labor Re_fions

Employees

The following table presents the number of f_l-time employees of the Cit5 including the mayor_

agende_ the BOE and CUNY, at the end of each of the City_ 1998 through 2002 fiscal years.

1998 1999 2000 2001 2002

Education ................................ 93_65 96_30 100348 102,583 102,320
Police ................................... 46,864 48_92 4%269 4_004 4_003

So_ai Serv_es, Hom_e_ and Ch_dren_
Services ................................ 22_52 22224 21,972 21,309 21_88

City Un_er_ty Community Colleges and
Hunter Campus Schools ................. 3fl20 3_81 3,756 3,763 3fl95

En_ronment_ Protection and Sanitation .... 14,820 15_24 15_42 15_80 15_64

Fire ..................................... 15,709 15,937 15,987 15,642 15fl24

All Other ................................ 45,019 44,648 43,538 42_43 42,987

Total ................................ 242A49 246fi36 250,812 249_24 247fi81

The fo_owing _b_ presen_ _e number of _ll-fime emp_yees of certain Covered Organ_ns, as

reposed by such Organ_ns, at the end of each of the Ciff_ 1998 through 2002 fisc_ years.

1998 1999 20_0 2001 2O02

Transit Authori_ .......................... 43_03 44,634 46_82 47_89 47_54

Hou_ng Authority. ........................ 15_29 14fl80 14,867 14_04 14_94
HHC .................................... 36,155 35,747 35_09 34,968 35,377

Total(l ) .............................. 94A87 95,161 96_58 97_61 98_25

(1) The defimfionof "_H_me emp_yees" varies among _e Covered O_a_z_ns and the Cit_

The foregoing tables include pe_ons whose s_aries or wages are p_d by ce_ain publ_ employment
programs, including programs funded under the Workforce Investment Act, which suppo_ employees in

non-profit and State agendes as well as in the mayor_ agenoes and the Covered Organ_ation_

Labor Re_ons

Sub_anti_ all of the City_ fu_4ime employees are membe_ of labor unions. Under appl_able _w,

the City may not make uni_r_ changes in wages, hou_ or working condRions under any of the
fo_owing Orcum_ances: (i) during the period of negotiations between the City and a union representing
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m_l emp_es _n_ming a c_Ne b_i_ng _emenC (ii) if an impale panel is app_me&
then during the period commen_ng on the date on which such panel is app_n_d and ending s_ty days
thereafter or thi_y days after _ submi_ _s _po_, wh_hever is soone_ su_e_ to extenfion under cen_n
_um_ances to permR comp_t_n of panel procee_ng_ or (ifi) during the pendency of an appeal to the
Board of ColOgNe Bargain& A_hough State hw pmhi_ _rikes by mu_p_ emNoyee_ _rikes and
work _oppages by em_oye_ of the _y and the Covered O_an_ have occurred.

The _rms of _tu_ wage _tflemen_ codd be d_m_ed _mugh _e _p_ pm_du_ _ the New

_rk _ty C_Ne Barg_ng La_ wh_h can impose a binding s_flemem. State law enacted in 1998
plies _i_e b_g_n_g m_ _hting to poise and fi_figh_, _du_ng impale pm_e_n_,
under the ju_d_n of the State Public Em_oymem R_ations Board _PERB_, instead of the New
_rk _y Office of _l_e Ba_a_g COCB').

For _rm_n _ga_ing the _ __ _h _spe_ to the co_ of _ture labor _t_emems
and related e_s on the _nan_ Plan, see "SE_ION VII: _NAN_AL _AN--A_um_--
__m A_m--l. _onal Se_ Co_"

_nM_s

The City ma_s a number of pens_n _ems p_d_g benefi_ _r i_ empM_es and em_oye_
of various independent agen_es (_du_ng ce_Mn Covered O_an_m_n_. For fu_her information
regarding the _ty_ pennon sy_ems and the _ty_ oM_m_ thereto, see "SECTION IX: OTHER
IN_RMA_ON--_i_ _."

The _ makes sub_anti_ cap_ expendR_ to recon_ruct, rehabifitate and expand the _y_
infrastructure and phyNcal assets, _dud_g _ty mass transit Ndfifi_, sewe_, streets, bridges and
mnne_ and to make _p_N _ve_mems _ wffi improve _u_ in _V operations. For adda_nN
_rm_n regarding the _ infrastructure, phyNcal _sets and caNml program, see "SE_N VII:

_NAN_AL _--__ Capitol Pin,am" and "_nandng P_am."

The _y utifizes a three-tiered capi_ phn_ng p_ _i_ng of the _m_ CapffM S_megy
_v_ the _n-_ar Ca#_l Plan), the _uv_ CapAM Prog_m and the cu_em_ear Capffal
Budge. T_ _m_ Cap_M _rmeg_ wh_h _ publ_hed once every two yea_ in co_un_n wRh the
Executive Budget, is a lon_rm planning tool des_ned to reflect _ndamemM MMc_ choices and
bafic poficy o_e_v_. The _uv_ Cap_M P_am transimes m_ange poficy goa_ into speofic

pr_e_s. The Ca#ml Budget defines _r each fiscM year spedfic pr_e_s and the t_g _ _e_ _n,
des_n, construction and come,on.

On April 15, 2_3, the _ publ_hed the _m_ CapRM _rmegy _r fiscal years 2004 through

2013. The _n-_ Ca_tM Strategy tota_ $49.3 broth, of which _w_imme_ 95% would be financed
w_h _y _nds. See "_N VIII: IND_DN_S--I__s of the _ and Ce_n Other
E_ti_--L_m on _e _ Au_od_ _ _n_ _bm_" The _n-_ Capffai _m_

pmfid_ $3.1 b_lion for the DOE for fiscM yea_ 2_4 _mugh 2_7. See "_ON VII: F_AN_AL
PLAN."

T_ _n-_ar Cap_al Strategy includes: (i) $9.8 billion to con_ru_ new _ho_s and improve existing
educm_nM _d_tie_ (ii) $16.5 b_l_n _r _em_ to the wmer and sewer sy_em; (fii) $3.8 M_n
_r expanding and upgrading the _ _ _oc_ 0v) $2.8 bil_on _r _com_u_n or _u_g _
_ _ree_; _) $743 mi_n for continued __ __ in ma_ _an_; _i) $4.5 bflfion _r the
continued reconstruction and _haM_M_n of all _ur East River bridges and 186 other bridge structures;
(vii) $1.4 billion to expand current jMI capao_; and (viii) $12 billion for construction and impm_me_
of cou_ _dlff_

Those programs in the _n-_ CapAal S_a_gy financed with City funds are cuuenfly expeaed to
be funded prim_i_ from the issuance of _ __ bonds _sued by the _y and bonds _sued by
the _ter Amhori_ From time to time in the pasL during _s_ona_ periods when operating revenues
have come under increa_ng pressure, ca_l _n_ng leve_ have been reduced _om those __



contemplated in order to reduce debt serv_e costs: For information concern_g the City_ long-term
finanong program for capital expenditure_ see "SECTION VII: FINANCIAL PLAN--Finafldng Program."

The City_ capital expend_ure_ MdudMg expenditures funded by State and federal grants, totaled

$26.9 billion during the 1999 through 2003 fiscal years. City-funded expend_ures, which totaled
$23.8 billion during the 1999 through 2003 fiscal years, have been financed through the _suance of bonds
by the Cit5 the TFA, the Water Authorit_ TSASC, HHC and the Dormitory Authority of the State of

New York ("DASNY"). The foBowing table summarizes the m_or categories of cap_al expenditures in
the City_ 1999 through 2003 fiscal years.

1999_ , _2000 2001 2002 2003 Tot_
On Mi_on_

Education ........................... $1_59 $1_96 $1_08 $1165 $1_54 $ 7,782

Env_onmental Prote_ion ............. 788 797 830 1_37 1,198 4,650

Transpo_ation ....................... 636 637 577 724 687 3,261

Transit Authority(l) .................. 342 270 279 191 407 1,489

Hou_ng ............................. 365 290 414 380 337 1,786
Hospita_ ............................ 41 43 34 62 68 248
SanAafion... ......................... 71 118 178 185 109 661

All Other2) ......................... 1_17 1,358 1_90 1,976 IM05 7,046

Tot_ Expend_ures(3) ............. $4,819 __$4,809_ $5,310 $6,320 _$5_65__ _$26,923__

City-funded Expendkure_4) ....... $4_95 $4,096 $4,389 $5_36 $5,262 $23,778

(1) Excludes the Tran_t Authofi_X non-Ci_ portion of the MTA's Ca_l Program.

_) All Other include_ among other t_ngs, park_ co_e_n _IR_ pubhc structures and eq_pmem.

(3) Total expenditures for the 1999 through 2003 fiscal yea_ include City, _e and _derM _n_ng and represent amounts whkh

include an accruM for workdn_rogress. These figures for the 1999 through 2002 fiscM years are derived from the

Comprehen_e Annum _nandM Rcpoa of the ComptrolM_ Escal year 2003 expendRures are preliminary and su_e_ to

change.

(4) Cit_funded expenditures do not include accrual, but _pre_nt a_uM cash _sbu_ements occurring during the fiscal yeae

The City annually _sues a condition assessment and a proposed maintenance schedule for the major
poaion of its assets and asset systems which have a replacement cost of $10 milfion or more and a useful
life of at least ten years, as required by the City Cha_e_ For information concerning a repo_ which sets

forth the recommended capRal investment to bring ce_ain identified assets of the City to a state of good
repaiL see 'cSECTION VII: FINANCIAL PLAN--Long-Term Capital Program."
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_EC_ION VI: FINANCIAL OPERATIONS

The City_ Basic Finan_ St_ements and the aud_ors' o_n_n thereon are presen_d in "APPENDIX
B--FINANCIAL STATEMENTS." Fu_her devils axe _et fo_h in the Comprehen_ve Annum Finan_

Repo_ of the Comptrol_r for the fiscal year ended June 30, 200_ which is av_b_ for inspe_n at the
O_ce of the Comptr_ For a summary of the Ci_ _gnificant accounting p_icie_ see "A_PENDI×

B--FINANCIA_ STATEMENtS--NOteS to Finan_al Statement--Note A." For a summary of the City_
oper_ing resu_s for the pre_ous _ve fi_al yea_, see "SECTIONV_ FINANCIALOPERA_ONS--199_2002
Summary of Oper_ns."

Except as otherwise in_c_ed, a11of the financial data rel_g to the Ci_ oper_ns confined
herein, although derived _om the Ci_ books and record_ are unaud_ed. In addit_n, nether the Ci_

independent audio,, nor any other _dependent accountant, have compiled, exam_ed or performed
any procedures w_h _spe_ to the Finan_ Plan or other estim_es or pr_e_ns confined _sewhere

herein, nor have they expre_ed any o_on or any other form of assurance on such prospe_e finan_al

_formation or its ach_vab_ty, and assume no respons_ility fo_ and d_m any a_o_ation with, all
such prospe_e financial _formation.

The Finan_ Plan is prepaid in accordance wi_ standards set fo_h in the Finan_ Emergency

A_. The Finan_ Plan contains projections and estim_es that are based on expe_ations and
assumptions which exi_ed at the time such projections and estim_es were prepared. The estim_es and

pr_e_ns cont_ned in this Section and ehewhere herein are based on, among other fa_o_, ev_u_ns

of h_tofical revenue and expenditure dma, analyses of econom_ _ends and current and antidpated
_deral and State _ation affe_ing the Ci_ finances. The Ci_ finand_ projections are based upon

numerous assumptions and are suNe_ to cen_n confingenc_s and period_ revifions which may invoNe
sub_antial change. This prospective inform_n is not ha and should not be relied upon as being

nece_ari_ ind_mNe of future resuks. Reade_ of this Offid_ St_ement are cautioned not to place undue

reliance on the prospe_Ne financial information. The Ci_ makes no represen_t_n or wa_an_ that
these esfim_es and projections will be re_e& The estim_es and projections cont_ned in this Se_n

and ehewhere herein were not prepared with a view towards com_nce with the gu_d_es e_abl_hed

by the American In_kute of Ce_ified Publ_ Accoun_nts w_h respect to prospe_Ne finan_M
_formation.

In June 1999, Governmen_l Account_g Standards Board _GASBO issued Stmement No. 34,

"Bafic FinandM Stmements and Management_ D_cu_n and AnMyfis for State and Local Govern-
men_" ("GASB 34"). The City im_emented the new standards be#n_ng in i_ finanoM _mements for

the fiscal year ended June 30, 2001. GASB 34 require_ among other thugs, thin new "governmen_w_e"
financial _Memen_ be presen_d which are comprised of a _mement of net asse_ and a _mement of

acti_ties. The "government-w_e" financial _memems use the accrual m_hod of accounting and are
prepaid on a _f_rent measurement focus than the Ci_ fund finandM _mement_ GASB 34 also

requires the preparation of fund financial _mements w_ch include the GenerM Fund. The accounting for
the GenerM Fund is simiMr to that prefiou_y presen_d in the Ci_ financial _mements and continues

to use the mottled accrual basis of accountin& A summary recondfiation of the _fference b_ween the

"government-wide" financial _memen_ and the fund finanoM _mements is presen_d in the Ci_
finandM _mement_ GASB 34 also req_res as sup_emen_ry information a se_ion entitled "Manag_
mentX D_cu_n and Ana_sis," which _dudes an anM_M overview of the Ci_ financial a_ifit_
See "APPENDIX B--FINANCIAL STATEMENTS." As more fully described in the section ent_ied "Man-

agement_ D_cu_n and AnMyfi_" the ap#_ation of the accrual bails of accounting in the "government-
wide" financial _mements resuRs in an excess of liabi_ties over assets and a decline in net assets in each

of fiscal years 2001 and 2002.
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1998-2002 Summary of Operations

The fo_ow_g table sets forth the City_ res_ of operm_ns for _s 1998 through 2002 fiscal years in
accordance wffh GAAE

The _formation regarding the 1998 through 2002 fiscM years has been derived from the City_
audffed finanoM _emen_ and should be read in co,unction with the notes accompanyMg this table and

the Ci_ 2001 and 2002 finandM _mements Mduded _ "APPENDIX B--FINANCIAL STATEMENTS." The
1998 through 2000 finandM _mements are not separme_ presen_d herein. For further _formafion
regarding the City_ revenues and expend_ures, see "SECTION IV: SOURCES OF CITY REVENUES" and
"SECTION V: CITY SERVICES AND EXPENDITURES."

_tscal Year(D
A_u_

1998 1999 20_0 2_1 2002
_n _Mi_on_

Revenues and Trans_
Real E_ate Tax_) ................................ $ 7239 $ 7fi31 $ 7_50 $ 8246 $ 8fl61
Other Taxes(3)(4) ................................ 13,171 13_60 14A09 14_65 12)57
M_ceHaneous Revenues ........................... 2_35 2fi92 3_89 3_23 3fl99
Other Categoficfl Gra_s ........................... 412 367 432 492 615
Un_fi_ed Feder_ and State AidO) ................ 622 652 631 634 666
Feder_ Ca_goric_ Gm_s ......................... 4292 4262 4A17 4fi50 6_97
State C_egoficfl G_n_ ........................... 6_72 6_39 7,062 7_68 8_30
Less: D_wances Ag_n_ Cmegofic_ Gran_ ......... (14) (39) (5) (46) 0

TotM Revenues and Trans_) ..................... $34,929 $35_64 $37,885 $4_232 $4_865

ExpenSe,s and Trans_
Sooal Se_es ................................... $ 7_85 $ 7_92 $ 8_30 $ 8_17 $ 9D98
Board of Education ............................... 8_12 9_78 1_674 11,545 11_18

Ci_ UnNe_i_ ................................... 364 389 398 408 440
Publ_ Safety and Ju_dM .......................... _946 5_18 5,649 5_75 6_34
HeMth Se_ices .................................. 1,553 1_51 1fl77 1_59 2,132

Pens_ns_) ...................................... 1A09 1_42 615 1,127 1_92
Debt Se_iceO)(7) ................................ 2_34 3_60 3_39 Z522 1_71
MAC Debt Se_e Fun_n_) .................... 773 386 451 458 5
All Other(7) ..................................... 6_48 6,042 6,647 7,616 8_70

Total Expendffures and Trans_) .................. _$34#24 $35_59 $37_80 $40227 $40_60

Sur_us_) ........................................ $ 5 $ 5 $ 5 $ 5 $ 5

(1) The City'sresultsof operationsrefer to the City'sGeneralFund revenuesand _ansfe_ reducedby expendituresand _ansfe_.
The revenues and asse_ of PBCs includedin the CityXaudited finanoM_atements do not con_Rute revenuesand assetsof
the City_ GenerMFund, and, accordin#5 the revenues of such PBCs, other than net OTB revenue_ are not included in the
City_resul_ of operations. Expenditures required to be madeby the City withrespect to suchPBCs are includedin the Citfs
resuRsof operations. For fu_her informationregarding the particuMrPBCs included in the CityXfinanoM_atement_ see
"APPENDIX B--FINANCIAL STATEMENTS--Notes to FinandM Statements Note A."

(2) ReME_ate Taxfor fiscalyears 199&1999,2000,2001and2002also includes$23million,$127million,$73million,$211milton
and $44.5million_om the sMeof reMprope_y tax _en_ respectively.In fiscMyears 1999,2000,2001and 2002,ReME_ate
Taxincludes$31_ minion, $59.9million,$8%4millionand $112Mminion, respe_Nely, wh_h wasprofided to the City by the
State as a rombu_ement for the reduced prope_y tax revenuesresulting from the State's STAR Program.

(3) Revenues includes amounts pa_ and expe_ed to be pMdto MAC by the Stme _om sales tax receipt_ stock _ansfer tax
rec_pts and State per capita Mdotherwise payable by the State to the City. Pursuant to State _atute, these revenues flow
directly from the State to MAC, and flowto the City on_ to the extent not required by MAC for debt service, reservefund
requirementsand for operatingexpenses. The City includessuch revenuesas City revenuesand reports the amount retMned
byMAC _om such revenuesas "MAC Debt ServiceFunding" aRhoughthe Cityhas no control over the _atutory application
of such revenues to the extent MAC requires them. City Debt Serv_e indude_ and MAC Debt ServiceFunding is reduced
b_ payments by the City of debt servke on City obligMionshdd by MAC. Pe_onM income taxes for the 1998fiscalyear
includes$185millionof CfiminMJustice Fund revenuesand exclude$16 million,$144minion,$247minion,$407millionand
$451minion in fiscMyean 1998,1999,2000,2001and 2002,respe_Nd_ retMnedby the TFA. Debt Serv_e does not include
debt service on TFA bonds or TSASC bond_ M_celMneousRevenues includes tobacco settlement revenues that are not
retMnedby TSASC for debt serv_e and operating expense_

32



(4) Other Taxes includes _ansfe_ of n_ OTB revenue_ Other Taxes _so refle_s the effec_ of the repe_ of the 1Z5% surcharge

commenong in fiscal year 1999 and refle_ commencing in fisc_ year 2000, the repe_ of the nonrefident earnings tax as of

Ju_ 1, 1999 and refle_ for ca_ndar year 2001 onl_ the ledu_ion and restructuring of the 14% person_ income tax surcharge.
For fiscal year 2001, Other Taxes excludes prior year re_ prope_y penury and _tere_ of $37 million wh_h is included in

Interest Income under M_cellaneous Revenue_ Other Taxes includes tax audit revenues. For fu_her inform_ion regarding
the City_ revenues from Other Taxes, see "SECTION IV: SOURCES OF CITY REVENUES--Other Taxe_"

(5) Total Revenues and Transfe_ and Total Expenditures and Transfe_ exclude Inte_Fund Revenue_ Appro_ma_ $1.245

bfl_on of fiscal year 2002 expenditures are costs related to the September 11 a_ack.

(6) For information rcgard_g _ension expenditure_ _ee "SECTION IX: OTHER INFORMATION."

(7) The General Fund surplus _ the surplus after discretionary and other _ansfe_ and expenditures. The City had General Fund

operating surpluses of $686 m_io_ $2949 billion, $3.192 _o_ $2.625 bison and $2.091 bfl_on before discretionary and

other trans_ and expend_ures for the 2002, 2001, 2000, 1999 and 1998 fisc_ yea_, respe_d_ Discretionary and other

trans_ are included in Debt Ser_ce, MAC Debt Service Funding and for _ansit subsidies in All Othe_
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Foreca_ of 2003 ResuHs

The following table compares the foreca_ for the 2003 fiscal year contained in the financial plan
subm_ted to the Control Board on June 2_ 2002 _he 'Sune 2002 Foreca_') with the Finan_M Plan
submRted on June 30, 2003 (the "June 2003 Foreca_"). The Foreca_ was prepared on a basis con_ent
with GAAE For information regarding recent devdopmen_, see "SECTION l: RECENT FINANCIAL
DEVELOPMENT_"

June June _c_a_ (Dec_e)
2002 2003 _om June

Fore cam ForecaM 2002 Forec_t

REVENUES (In M_lfons)
Taxes

General Prope_y "Fax ............................. $ _001 $ 9,942 $ 941 (1)
Other Taxes ..................................... 13_86 12,825 (661)(2)
Tax Audit Revenue ............................... 427 502 75

M_ce_aneous Revenues ............................. 4256 4,183 (73)
TFA ............................................... 1fi00 1,500 0
Unre_ficted Intergovernmental Aid .................. 790 1fi75 885 (3)
Anticipated Federal Actions .......................... 230 -- (230)(4)
Other Categorical Gran_ ............................ 623 897 274 (5)
Inte_Fund Revenues ............................... 326 318 (8)
Less: Intra-City Revenues ........................... (997) (1,119) (122)

D_lowances Again_ Categorical Gran_ ........... (15) (15) 0
Total City Funds ............................. $29_27 $30,708 $1_81

Federal Categofic_ Gran_ .......................... 4_19 5A67 1,048 (6)
State Categoric_ Grants ............................ 8297 8A74 177 (7)

Total Revenues .............................. $42,343 $44fi49 $2,306

EXPENDITURES

Personal Services

Salaries and Wages ................................ $16,967 $17,125 $ 158 (8)
Penfions ......................................... 1,801 1,750 (51 )
Fringe Benefi_ ................................... 4,187 4fi20 433 (9)

Total - Personal Services ....................... $22_55 $23A95 $ 540
Other Than Personal Services

Medial A_tance ................................ 3,890 3_48 58
Public A_tance ................................. 2,152 2,329 177
All Other ....................................... 11,806 12_92 786 (10)

Total - Other Than Personal Services ........... $17,848 $18_69 $1_21
Debt Service ....................................... 2_82 1,836 (246)(11)
Budget Stabil_ation and Prepaymen_ ................. -- 1_03 1,303 (12)
MAC Debt Service .................................. 255 225 (30)
Gener_ Reserve .................................... 200 40 (160)

Total Expendhures ............................ $43,340 $45,768 $2,428
Less: Intra-City Expenses ............................ ___(____) (1119) __(122)

Net Total Expenditures ........................ $42_43 $44,649 $2,306

(1) The increase _ Genc_l Propc_y _x resuhed Rom a decrease in refunds by $120 _, an increase of $903 m_n _om

an 18A9% p_pe_y _x m_e_e _Ne Jazzy 1,2_3 a_ a _t d_e in _es _r unc_l_ by $13 m_n, off_t

by a decrease in net tax lien sa_ proceeds of $95 _. Gener_ Proper_ _x does not include _l_l mffi_n _o_d to
the _ty by the Sta_ as a _imbu_eme_ _r the reduced prope_y tax revenues resuRing _om the S_te_ S_R Pro_am.

(2) The decrease in Other _xes _s_d #ore decreases in personal income taxes of $421 milfion, s_es and use taxes of
_ _ _ _n _x of $289 _, _ __ tax of $143 _ and u_n_ bu_ness tax
of $41 m_l_n, of_ by increases in _e moagage _c_ng t_ of $112 _, real prope_y Wans_r taxes of $110 mffi_n,

the commer_al rent tax of $31 m_n, _ili_ tax _ $19 _, _ _her taxes of $I mfll_ and the State_ S_R Pro_am
aid of $12 milfion.



(3) The in.ease in Unrc_fi_ed lntergovernmem_ Aid _fle_s Changes_ FEMA _n_ng _r costs rd_ed to the Se_ember 11
attack, increases of $73 m_n in revenue sharing and _97 milton of previously unp_d State education aid _r prior years

(4) Ant_ip_ed Feder_ A_ns assumed ad_t_n_ FEMA _n_ng _r coils _d to the September 11 a_ack w_ch _q_d
approval by the _de_l governmem and is now included under Unre_fi_ed Imergovernmem_ Aid.

(5) The increase in Other C_egoric_ Gran_ is due to increases of $172 mi_on _imbu_ement by HHC for m_pra_e d_m_
$100 m_n in health benefi_ _imbu_emem_ $802 m_n in Med_d _imbu_emems and $66.8 mi_on of categorical
budget modific_ns processed from July 2002 through March 2003, offer by $145 m_n of other change_

(_ The increase in Federal C_egoric_ Grams is primari_ due _ increased FEMA _n_ng of $286 mfll_n _r cos_ _h_d to
the Se_em_er 11 attack and $743D m_n of budg_ mo_ficm_ns proce_ed _om Ju_ 2002 _rough Ma_h 2003.

(7) The increase in State C_egofic_ G_ms is due to increases in of $55.8 m_n _ Me_ca_ _n_n_ $28 m_n m educm_n
fun_n_ $12 m_n in _nd_g for home_ serv_es, _her changes of $6 mi_on and $75.2 m_n of budget mo_fications
proces_d from Ju_ 2002 through Ma_h 2003.

(_ The increase in Pe_onal Services_Salaries and Wages is pfimafi_ due to an increase of $_ mi_on in the Reserve _r
C_oNe Barg_ng for possiNe wage increases beyond the 2000_002 round of barg_ng, w_ch, if provided, would be
of_et in subsequem fi_M yea_ by negot_d produoivi_ in.eases. See "SEC_JONVII: FINANOAL PLAY--Assumptions--
Expenditure Assumption_"

(9) The increase in Personal Services - Fringe Benefi_ is pfiman_ due to inc_a_s of $74 m_lmn in heath insurance co_s and
$51 million in DOE ca_goric_ program fringe bene_ co_s, and the elimin_n of $223 mffi_n _ngs _om previou_y
assumed labor producti_ff _afive_

(10) The increase in Other Than Pe_on_ Ser_ces - All Other _ due in pa_ to increases of $194 m_n _ judgmcms and daim_
$172 mi_on of which are HHC rela_d m_pra_e d_m_ $118 raison in net agency increase_ and $709 mi_on in budget
mo_ficat_ns processed _om Jdy 2002 _rough Ma_h 2003.

(11) The decrease in Debt Serv_e _ primarily due to lower than a_icipa_d sho_qerm interest rates and sa_ngs _om debt
_finandn_

(12) Budget Stab_izafion and Prepaymems in fiscal year 2003 t_als $679 m_mn, _du_ng prepaymems of sub,dies of $313
mffi_n, lease debt _e of $73 million and transfers i_o the Gene_l Debt Se_e Fund of $293 mill_n _r paymems due
in fiscal year 2004. In addit_ a grant of $624 mffi_n to the TFA in fiscal year 2003 increased fiscal year 2_)4 tax revenue by
$624 m_l_m brining the total fisc_ year 2003 prepaymem bene_ to $1.303 _n.

Month-by-Month Cash Flow Tab_s

The following tab_s present the City_ cash flow for the 2003 fiscal year and foreca_ cash flow for the
2004 fiscal yea_ The 2003 cash flow table is based on unaudited a_ual annual data, while the 2004 cash
flow table is based on estimated data and anticipated a_N_y for the yea_

The month_ data shown for fiscal years 2003 and 2004 are based on estimates of certain items and

use revenue recogn_ion pfindples for interim repon_g purposes which are different in some cases from
those used in preparing financial _atements in accordance with GAAE Howeve_ e_ima_d yea_end
accounting a_u_ments are included in the Pos_June columns of each of the following tables, so that the
totals for each fiscal year are ca_uhted on a basis confi_ent with GAAE
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THE CITY OF NEW YORK

MONTH-BY-MONTH CASH FLOW

FISCAL YEAR 2003

(In Millions)
12 Month Post-

July Aug. Sep. Oct. No_ De_ JaM Fe_ Ma_ Ap_ May June To_l June (1) Tot_
C_h _flows

Cu_ent Ye_
Gencral P_pe_y Tax _) ............. $_738 $ 180 $ 1_ $ 331 $ 48 $1_35 $_785 $ 199 $ 117 $ 382 $ 77 $I_18 $I0213 $ _71) $ _942
Other Taxes ..................... 423 563 1344 934 764 1391 1326 711 1,165 1,148 1,006 1,_4 13,099 228 13327
Fede_l G_n_ ................... 301 98 313 142 402 363 152 456 493 474 370 486 _050 1_17 5,467
_e G_n_ .................... 215 885 173 42 217 528 130 214 1_31 377 226 1,821 _759 1_15 _474
Other C_egofi_l ................. 30 35 _ 21 35 43 80 17 170 162 108 75 864 33 897

U_e_fic_d(N_Mi_neo _ RevenuesM Di_l_wan_........ ...... . . , ." 3_ 2841 178-- 18452 219-- 30_-- 25117 379(4) 2401 431131 128-- 15983 3_74281 1379(1_ 3,0t541'660

TFA/Anticipatedca_t_ inte_FundRevenue_lFA,)Trans_.Pro_am. . ..... . , .. 1,000__ __-- 500__ __-- __-- __-- __-- 74-- _ _ _ ---- 1300142 176-- 1300318
Sub_ml ...................... 5,028 2,046 2_99 lf106 1_85 _460 _741 _046 _128 _136 1_41 _166 3_982 _667 44,649

Prior Year

OtherFederaI GramsTaxes..................... .................. 226321 _$164 370-- 243-- 47-- 92-- 30-- 146-- 1_ 52-- "-_ _ 1397485 644-- 2241485
_a_ Grams ..................... 109 89 300 345 81 66 17 11_ 18 155 2 10 1301 715 2_16

Otherunre_fi_edCa_gofial" . . .................. . . . . . . . . . . . . . . . .. 35 37 6335 11 __1 1911 51)25 --4 __6 __-- ---- --(_ 311114 3511 322149
Mi_ Re¢Ca_t_ IFAIOther .......... 5 --68 63 -_ -- -- 9 ..... 147 (125) 22

Sub_l ...................... 669 564 831 _)1 129 350 131 259 193 207 7 14 3_55 1,280 5235

Cassette"" Trans_ .................. 171 155 340 212 466 2_ 134 1274 544 194 785 578 L056 182 5238
Feder_ and _e ................. 6 M 17 22 14 94 38 66 26 72 7 176 572 -- 572

Other

_'_ OtherH_ngAccoumSe_Orsources.C_ges. . . . . . . . . . . . . . . . . ..&................. "OtherAdju_ments . . . _255 274--27 133--_ 2348084 (_)_ _54-- 510(1_-- (34)1__" 152(2_1I 1 292(1___ ___78 _233__ 1_161'11750 (51))__-- 1,0_1,117

Total _flows ....................... $5,964 $ _llg) $4,220 $_939 $ 2,201 $5,161 $5,540 $5,775 $ _130 $3,882 $ _759 $7,137 $5L748 $6,079 $57,827
C_h O_flows

Cu_e_ Year
PcrsonM Se_es .................. $ 641 $ 1_36 $1,_7 $1_18 $ 1_57 $1_28 $2357 $1fl59 $ 1_14 $1,_11 $ 1fl57 $2D19 $21D14 $Z481 $23_95
Other Than Pe_onM Se_ices .......... 1,153 1,156 1285 1319 I_13 1_65 1#26 1,098 1fi72 1_17 1,101 _207 1@712 Z015 1E727
De_ Ser_ce .................... 7_ 85 5 169 37 5 503 102 4 166 19 315 2202 -- Z202
MAC Fun_n_ ................... -- 128 (12_ .... 102 -- -- 123 -- 225 -- 225

Subtotal ...................... 2_86 --3,005 -_989 _506 3207 3298 4286 3_61 3_90 3,184 3,000 _541 40353 _496 44,649

Prior Yearpe_on__ices .................. 1368 703 427 -- 209 1 16 238 120 5 38 35 3,11_ -- 3,160
O_er Than Pe_on_ Se_ices .......... 941 250 25 -- 46 61 200 38 28 252 103 216 2,1_ -- 2360
Other Taxes ..................... 55 124 .......... 179 -- 179

Sub_ml ...................... 2364 1_77 452 -- 255 62 216 276 148 257 141 251 5A99 -- 5_)

ea_i_lDisburscmentsFederalAnd State . . ................ . . . . . . . . . . . . . .' 52924 263211 61321 39231 57829 28725 26229 62127 32022 61)283 38527 234386 5238572 ---- 5238572
Other

So,or C_geSo_erUses ....................." .................. 26911_ __ 12876 __69 63_) 106109 _99 5370 _83 131108 20283 17983 1"1311,147 __-- 13311347

Tot_ O_flows ...................... $5,879 $ 4,565 $4279 _,998 $ _2 $3,887 _4_92 $4,108 $ 4,063 $4,365 $ _838 $5,674-- $5_740 $4,496 $58_36

Se_°n_N_C&_hB°_°wing_ow......................' .................. $ _ _1,_) $ (_'_) $13_)441 _1,991)-- _ $ 648-- $(333)-- $(1_))_33) $(4_) _07_-- $1,_ $(1,99_-- $1,583 $ (409)

Be__i i : i : : : : : i : : i : i : : : : : $4_94_319$$3_544319$2,_5-$3_54 $3_36$2'995 $_3'4361,445$2_19$1'445 $3367$2_19 $3_34$3367 $$2,N)I3_34 $2,11852"601_$$1_39_118 $_502_)$1_39 $$2fi024_94

(1) Includes e_im_ed yea_end accounting a_u_me_

(2) Refle_s dedu_ns _r re_nds.

_) In_udes appro_m_c_ $I_ _on _ de_ed revenue _om fiscal year 2004 prep_d Real Es_ Taxe_



mE C_ OF NEW _RK

__O_ CASH FLOW FORECAST

_SCAL _AR _

(In M_n_ _ Momh Po_-

_ _ _ O_ No_ De_ J_. _ M_. Ap_ _May June_ _t_ June (D _
C_h _

_ Yearner_xcs .Gener__o_ _x....... .............. . , . . . . . . . . . ._ $3_1_ $ 6802_ $1_77127 $1_5417 $ $3593 $1_1__ $3,124l__ $ _39 $ 1_50_5 $1_54374 $ _949 $1_31_78 $l_7_14_28 $ 551322 $11_17]_650
Feder_ Gra_s ................... 320 I_ 77 155 157 177 _8 259 385 815 _2 _ 3_31 1_1 _622
_e Gra_s .................... 5_ _27 1_3 I_ 314 5_ _56 |37 2_76 516 _ _9 _952 1221 &173

OtberM_Nneo_Unrem_edCme_M(N_RevenuesOf"" " " " " ' " " " ' " ....." " " "'Di_owance_.............. _51 _17 1_43 2121_3 _24 179__ _gl_3 25_ _26 414_3 24155_ 41_2313 3293137720 (1_4_122 3'193_2

_N_ Inte_Fund _A'_ _ans_ ...... -- _ -- -- -- 4 6 59 23 15 12 41 1_ 161 321
SubtotN ...................... 5_6 2_2 23_ 2_15 1_1 _119 " 5,_7 1_72 4_94 3_ _1_ 4_ 39_7 3_71 43_58

S_ Gran_ ..................... 273 272 1_ 69 54 2_ 26 12 _ 65 _ 218 1_89 837 _6

O_erC_e_fi_M_aneous ....................Revenu__Unre_fi_ed " ................ IFA ...... --1913 5_23_ 356_25 21_ ___ __ --152 __1 __-- __-- __-- __7 1_5130157 (_ 1_94__61

Su_m_ ...................... _9 -1_67 7_ 2_ 150 8_ _ 85 2_ 124 173 350 5,133 12_ 6_13

C_ Trans_ ._and Sta_.. ................. . . . . . . . . . . . . . . ." 27318 4729 30141 _7_ _43 32161 _ 32336 3_45 31235 538_ 559_ _769M5 --_ _769545
Other

_h Ou_om
C_nt Year

_on_ _ccs .................. $ 7_ $1_ $1_19 $1_27 $ 1,_ $1_1 $22_ $ 1_19 $ 1_13 $1_57 $_ $_195 $21_56 $1_73 $_,729
_r _an Pe_on_ _ces .......... 1,_ 1,126 1_ 1_76 1,113 1_3 1_38 1,163 1,159 1_ 1,_6 1_79 15371 I_62 1_133
Debt _ce .................... 1,M1 _ 6 1_ 31 5 785 _ 93 175 34 4 L796 -- 2_
MAC Fun_n_ ................... -- 127 -- -- 136 -- -- 136 -- -- _ ....

SuN_ ...................... _9 -3,_ 3_55 3_ 3_0 3_29 4_1 3J_ 3_5 3_6 2_37 4_8 _3 _5 4_658
P_r _ar

Pe_I _i_s .................. 1A91 _1 28 25 25 _ 25 40 _ _ _ _ 2_ -- _5_
Other _an Pe_on_ Se_ .......... 7% 2_ 1_ _0 50 50 2_ 120 120 1_ 120 120 2250 -- 2_50
_r _xes ..................... 72 113 .......... 185 -- 185

Su_M ...................... 2_59 _8 128 _5 75 75 _5 1_ 1_ l_ 1_ 1_ 4_5 -- 4_35

C_Disbu_ments_ ................ 611 311 365 370 _7 349 375 311 317 316 561 536 _769 -- _769
_ and _a_ .................. 24 17 _ 38 42 59 _ 35 _ _ 82 _ _5 -- 5_

_or C_es ................... 139 79 73 _ _ _ 125 83 83 83 83 83 1_2 -- 1_2
O_er U_s ..................... -- -- 273 ......... 273 -- 273

Tot_ Ou_ows ...................... _ _9 _9M _ $ _18 _7_ _ $ &_l $ &_ $3,_ _6_ _39 _1_7 _635 _5_2

_n_N_C_h_g._w ..................... ................. $ _ $_) ${_)-- $1_ _)-- $1,_$-- $ _1-- _1_)-- _1_ $ _ $_)-- $ _-- $ _ $L416 $_

__2. iiiiiiiiiiiiiiii iii $2_$2_ $_7035_9_ $2_2152_ $_1495_1 $$2,149651 $22565_1 $2,_$2256 $$ 1_17_7 $$1_1_17 $22_$1_ $1_7052_ $2A95_)$1_70$$ _495_502

(1) Includes esfim_ed yeavend a_oum_g a_u_me_

_ Refle_s dedu_ns _r reinS.

_) Includes _ox_dy $1_ _n _ de_ffed revenue _om fisc_ year 2_5 prep_d Re_ E_e _xes.



SECTION Vlk FINANCIAL PLAN

The following table sets fo_h the City_ projected operations on a basis consistent with GAAP for the

2003 through 2007 fiscal years as cont_ned in the 2003-2007 FinandM Plan. Th_ table should be read in

conjunction with the accompanying notes, "Actions to Close the Rem_ning Gaps" and "Assumption_"
below. For information regarding recent devdopmen_, see "SECTION I: RECENT FINANCIAL DEVELOP°
MENT_"

20092007
FiscalYears(I)(2)

2003 2004 2005 2006 2007
(_ MflHons)

REVENUES
Taxes

General Prope_y Tax(3) .................... $ 9_42 $11,317 $11_21 $12_46 $12_91
Other Taxes(3)(4)(5) ....................... 12_25 14,125 13_23 14_19 14,875
Tax Audit Revenue ........................ 502 525 505 505 505

M_cellaneous Revenues(6) ................... 4,183 4_87 4_05 4_95 4_48
TFA(7) ..................................... 1_00 ....
Unrestricted Intergovernmental Aid ............ 1_75 555 555 555 555
Less: In_a-City Revenues ..................... (1,119) (1_94) (1_80) (1_79) (1_79)

D_fllowances Again_ Categorical Gran_ .... (15) (15) (15) __(15) __(15)

Subtotal: City Funds ....................... $29A93 $29_00 $30D14 $30A26 $31,380
Other Categor_al Grants ..................... 897 842 764 785 800
Inte_Fund Revenues(8) ...................... 318 321 313 312 312

Total City Funds and Inte_Fund Revenue_... $30_08 $30_63 $31_91 $31fi23 $32A92
Federal Categoricfl Grants .................... 5A67 4_22 4A67 4A52 4,462
State Categorical Grants ...................... 8A74 8,173 8,179 8,159 8232

Tot_ Revenues ............................ $44_49 $43_58 $43_37 $44,134 $45,186
EXPENDITURES

Personal Serv_es
Sahfies and Wages ......................... $17,125 $16,319 $16281 $16284 $16288
Penfion ................................... 1_50 2,615 3239 4_51 4A58
Fringe Benefi_ ........................... 4_20 4_95 5_48 5,343 5,640
Subtotfl-Person_ Services .................. $23A95 $23_29 $24fi68 $25fi78 $26,386

Other Than Personal Serv_es
Med_ Ass_tance ......................... 3,948 3,871 4_72 4,5_ 6 4,520
Pubfic Ass_tance .......................... 2,329 2_54 2_54 2_57 2_58
All Other ................................ _12,592 _12,315 11,974 12,181 12,386
SubtotaPOther Than Pe_onal Serv_es ...... $18_69 $18240 $18A00 $18_54 $1&964

Debt Serv_e ................................ 1_36 3,162 3_63 3,719 3,900
Budget Stabifizafion and PrepaymentS9) ....... 1,303 (679) -- -- --
MAC Debt Serv_e(4) ........................ 225 ....
General Reserve ............................. 40 300 300 300 300

$45_68 $44_52 $46_31 $48A51 $49,550
Less: Intra-City Expenses ..................... (1119) (1,094) (1,080) _) (1,079)

Total ExpendRures ......................... $44,649 $43,658 $45_51 $47,372 $48A71

GAP TO BE CLOSED ............................ $ -- $ -- $(2_14) $(3238) $(3285)

(1) The _u_year finand_ _an _r the 2003_rough 2006fiscal years, as submitted to the Co_r_ Board on June 26, 2002,
co_ned the fol_wing project_ns _r the 200_2006 fiscalyear_ (i) _r 2003, t_al revenues of $42.343N_on and total
expendRuresof $42343billiom(fi) for 200_ t_ revenuesof $40.938Nll_n and totfl expen_res of $44.667billion,wi_ a
gap _ be dosed of $3329 _ (_) _r 2_)5, totfl revenuesof $41.861billionand t_ expenditures_ $46.085_lfio_ with
agap to be dosed of $4224 billion;and (N) _r 2006,t_al revenuesof $4Z920_on and total expendituresof $47.510_on,
witha gap to be dosed of $4.590bilfion.

The _u_year finan_fl _an _r the 2002 through 2005fis_l year_ as submitted to the Co_r_ Board on June 13, 2001,
cont_ned the fol_wing pr_ections _r the 200_2005 fiscal year_ (i) _r 2_)2, t_al revenues of $39_98 _on and total
expendituresof $39.698N_on; 0i) _r 200_ total revenuesof $39.713bflfionand totfl expendituresof $42A91_on, wRha
gap_ be dosed of $Z778_fi_n; (_) for 2004,totfl revenues_ $4_976_on and total expendituresof $43.587bflhon,with
a gap_ be dosed of $2.611bill_n; and (N) _r 2005,totfl revenuesof $42228N_n and totfl expendituresof $44A64_o_
with a gap to be dosed of $2.236_om
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The fou_year finan_al plan for the 2001 through 2004 fiscal yea_, as submitted to the Control Board on June 15, 200(_
contained the foNow_g projections for the _1_004 fisc_ years (i) for 2001, total revenues of $37.614 _llion and total
expend_ures of $37_14 bflfion; (ii) for 2_)2, total revenues of $37.485 b_hon and totM expenditures of $40.121 billio_ with a
gap to be dosed of $2.636 biNion; (hi) for 200_ total revenues 0f $3&170billion and total expenditures of $40.874 _on, with
a gap to be dosed of $2304 billion; and (iv) for 200_ total revenues of $38.789 billion and total expenditures of $41A62 bison,
with a gap to be dosed of $2.673 bflhon.

The fou_year finan_ _an for the 2000 through _3 fi_al yea_, as submitted to the Control Board on June 14, 1999,
contmned the following pr_c_ions for the 2000-2003 fiscal years (i) for 2_, total revenues of $35.175 _llion and total
expend_ures of $3_175 bflhon; (ii) for 2001, totM revenues of $35550 N_on and total expend_ures of $37_94 Nllion, w_h a
gap to be dosed of $1_44 billion; (iii) for 200L tot_ revenues of $36.007 bison and tot_ expendRures of $37576 bison, with
a gap to be dosed of $1.869 billio_ and (iv) for 200Z total revenues of $36.812 _lhon and totM expenditures of $3&616 billio_
with a gap to be dosed of $1_04 billiom

(2) The FinandM Plan com_nes the operating revenues and expend_ures of the City, the DOE and CUNY. The F_anciM Plan
does not include the total opcrations of HHC, but does in_ude the City_ subsidy to HHC and the City_ share of HHC
revenues and expenditures related to HHC_ r_e as a Me,caM profideL Ce_n Covered Orga_z_ions and PBCs wh_h
pro_de governmentM serfices to the City, such as the Transit Authofit5 are separate_ constituted and thor revenues (other
than net OTB revenues), are not _duded _ the Finan_M Plan; howevea City sub,dies and cen_n other payments to these
organizations are included. Revenues and expenditures are presented net of _tra-City item_ wh_h are revenues and
expend_ures ari_ng from _ansa_ions between City agen_es.

(3) For a description of the ef_s of the property tax increase elective January 1, 2003, the Sta_ STAR Program and other
prope_y tax redu_ions and other assumpt_n_ _ee "SECHONVII: FINANCIALPLAN--Assumptions--Revenue Assumptions--
2. Real EMa_ Tax."

(4) Other Taxes includes amounts paid and expe_ed R_be paid to MAC by the State from sa_s tax recop_, _ock trans_r tax
receip_ and State per capda aid otherwise payable by the State to the Cit_ Pursuant to State _ut_ these revenues flow
dire_ from the State to MAC, and flow to the City only to the extent not req_red by MAC for debt service, reserve fund
req_rements and operating expense_ The City includes such revenues as Ci_ revenues and reports the amount retained by
MAC from such revenues as MAC Debt Serv_e, aRhough the City has no control over the _atutory appl_ion of such
revenues to the extent MAC requires them. E_im_es of Debt Serv_e _dude, and e_im_es of MAC Debt Service are
reduced b5 anfi_p_ed paymen_ by the City of debt serv_e on City obligations hem by MAC. The dimination of MAC Debt
Ser_ce after fiscal year 2003 assumes the im_emcntation of the proposed refinan_ng of outstanding MAC Debt by a
newly-created finandng entit_ For further inform_ion see "SECI'ION I: RECENTFINANCIALDEVELOPMENT_"Other Taxes
includes _ans_ of net OTB revenues. Pe_onM _come _xes win flow dire_ from the St_e to the TFA, and from the TFA
to the City only to the ement not req_rcd by the TFA for debt serv_e, reserves and operating expense_ Sa_s _xes win flow
direo@ from the State to the TFA, after reqmred Fayments are made to MAC, to the extent necessary to profide _utory
coverage. Other Taxes does not _dude amounts that are expec_d to be ret_ned by the TFA for its debt serfice and oper_ing
expense_ E_ima_s of Debt Scr_ce do not _dude debt service on TFA obligation_

(5) For FinandM Plan assumptions, including the personM _come tax and sales tax increases authorized by the Sta_ Le_M_ure.
_ee "SECHON VII: FINANCIALPLAN--Assumptions--Revenue AssumpHons--3. Other Taxe_" and "SECTION I: RECENT
FINANCIALDEVELOPMENT_"

(6) M_ce_ancous Revenues refle_s the receipt by the Ci_ of a potion of the funds _om the settlement of litigation with the four
leading dgare_e compa_e_ The FinandM Plan refle_s the sa_ of the City_ fight to receive such funds to TSASC w_ch has
_sued debt and is expected to continue to issue debt payable _om such funds to finance approximatdy $2_ bfl_on of ca_t_
pr_e_ Miscd_neous Revenues does not include tobacco s_flement revenues that are expe_ed to be retained by TSASC
for dcbt serv_e and operating expenses totaling approxim_e_ $774 milfion Fom fiscal yea_ 2003 through 200_ E_imates of
Debt Service do not include debt serv_c on TSASC oN_at_n_

(7) TFA refle_s $13 bflfion of Recovery Note and Bond proceeds used to compensa_ for revenue Io_es th_ are cos_ re_fing
to the September II attack.

(8) lnte_Fund Revenues represents General Fund expenditures, properly induda_c in the Ca_tal Budget, made on behaff of the
Ca_t_ Proje_s Fund pu_uant to inte_fund agreements.

(9) Budget Stabil_ion and Prepayments in fiscal year 2003 totals $679 milfio_ including prepayments of subsets of $313
mi_on, lease debt service of $73 million and trans_ into General Debt Service Fund of $293 m_ion for payments due in
fiscal year 2_. In additio_ a grant of $624 million to the TFA in fiscal year 2003 increased fiscal year 2004 tax revenue by
$624 m_ion, brining the total fisc_ year 2_)3 prepayment benefit to $1.303 bNfion.

Various actions proposed in the Financial Plan arc uncertain. See "SECTION I: RECENT FINANCIAL

DEVELOPMENTS." If these measures cannot be implemented, the City will be required to take other

actions to decrease expenditures or increase revenues to maintain a balanced financial plan. See
"Assumptions" and "Certain Report¢' below.
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Actions to Close the Rem_ning Gaps

A_hough the City has m_nt_ned b_anced budge_ in each of i_ _ twenty-two fiscal years and _

proje_ed to ach_ve balanced operating res_ for the 2003 and 2004 fiscal years, there can be no
assurance that the gap-clos_g a_ions proposed in the Finand_ Plan can be successfully implemented or
that the City will m_ntain a balanced budget in future years w_hout addition_ State _d, revenue

increases or expend_ure reductions Addition_ tax increases and reductions in essenti_ City services
could adversely affect the City_ econom_ base.

Assumptions

The Finand_ Plan _ based on numerous assumptions, _duding the condition of the City_ and the

re_on_ econom_s and the concomitant receipt of econom_al_ sen_tive tax revenues in the amoun_
projected. The Finano_ Plan is su_e_ to various other unce_nties and cont_gendes relating to,
among other fa_o_, the effec_ on the City economy of the September 11 aaack, the extent, if an5 to

wh_h wage increases for City employees exceed the annual wage co_s assumed for the 2003 through 2007

fiscal years; re_ation of projected interest earnings for pennon fund assets and current assumptions with
respect to wages for City employees affecting the City_ required pension fund contributions; the

wiH_gness and abil_y of the State to provide the aid contemplated by the Finand_ Plan and to take
various other a_ions to assist the City; the abi_ty of HHC and other such entities to maintain balanced

budgets; the wiilingne_ cf the federal government to prov_e the amount of federal aid contemplated in
the Finand_ Plan; the impa_ on City revenues and expenditures of federal and State welfare reform and

any future _gislation affecting Mediate or other entitlement program_ adoption of the City_ budgets by
the City Coundl in sub_anti_ the forms submitted by the Mayor; the ab_ity of the City to imp_ment
cost redu_ion initiatNe_ and the success with wh_h the City controls expenditure_ the impa_ of
conditions in the real estate market on re_ estate tax revenue_ the abi_ty of the City and other financing

entities to market thdr securit_s successful_ in the pubic cred_ marke_; and unantidpated expend_ures

that may be incurred as a resuR of the need to m_nt_n the City_ infrastructure. See "SECTION I: RECENT
FINANCIAL DEVELOPMENTS." Ce_n of these assumptions have been que_ioned by the City Comp-

troller and other publ_ offid_s. See "SECTION VII: FINANCIAL PLAN--Certain Repo_"

The pr_e_ions and assumptions contorted in the Finand_ Plan are su_e_ to rev_ion which may
involve substantial change, and no assurance can be _ven that these e_imates and pr_e_ion_ which
include actions which the City expels will be taken but which are not within the C_yh con_ol, will be

realize& For _formation regarding ce_ain recent development, see "SECTION I: RECENT FINANCIAL

DEVELOPMENTS."

Revenue Assumptions

1. GENERAL ECONOMIC CONDITIONS

The Finand_ Plan assumes that aRhough the City_ economy rem_ns weak throughout 2003, mild

econom_ recovery will commence in the fir_ half of 2004. The econom_ pr_e_ions contained therein

assume that the relatNOy qu_k and successful military a_ion thus far on_ temporari_ suppressed
consumer and business confidence as the U.S. economy is expected to pick up growth, aibe_ modest, by
the second half of 2003.
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The following table presents a foreca_ of the key econom_ indicators for the calendar years 2002
through 2007. This forecast is based upon information avMMbM in March 2003.

FORECAST OF KEY ECONOMIC INDICATORS

CMendar Yea_

U.S. ECONOMY 2002 2003 2004 2005 20_6 2007

Econom_ Activity and Income

ReM GDP (billions of 1996 dollars) ....... 9,440 9_23 10,003 1_347 1_664 1_967
Percent Change ...................... 2.4 1.9 4.0 3.4 3.1 2.8

Pre4ax Corporate Profits ($ billion_ ...... 657 710 842 839 828 867

Percent Change ...................... (2.0) 8.1 18.5 (0.3) (1.3) 4.7
Personal Income ($ billion_ ............. 8,947 9293 9,787 10311 10,880 11N78

Percent Change ...................... 3.0 3.9 5.3 5.4 5.5 5.5

Non-AgriculturN Employment (millions) .. 130.8 130.8 133.2 135.6 137A 138.7

Change From Prior Year .............. (1.1) 0.0 2.4 2.4 1.7 1.3
Unemployment Rate .................... 5.8 5.9 5.4 5.1 5.1 5.0

CPI-AH Urban (1982-84=10t3) ............ 179.9 184.1 187.1 191.0 195.3 200.3
Percent Change ...................... 1.6 2.3 1.6 2.1 2.3 2.6

Wage Rate ($ per yea0 ................. 38N14 39_67 41,131 42,525 44,097 45,935
Percent Change ...................... 2.4 3.5 3A 3.4 3.7 4.2

10-Year Treasury Bond Rate ............. 4.6 4.1 5.8 6.5 6.7 6.6

Federal Funds Rate ..................... 1.7 1.5 3.1 4.2 4.9 5.2

NEW YORK CITY ECONOMY

Personal Income ($ bil_on_ ............. 309 311 325 341 361 381

Percent Change ...................... (1.3) 0.8 4.3 5.2 5.8 5.5
Non-Agricultural Employment

(thousands) .......................... 3_75 3_00 3_20 3,557 3_04 3_44
Change From Prior Year .............. (117.0) (75.0) 20.0 37.4 46.8 39.7

ReN Gross City Produ_ (billions of 1996
dollars) .............................. 405 392 403 415 431 444

Percent Change ...................... (5.4) (3.3) 2.9 3.1 3.7 3.1
Wage Rate ($ per yea0 ................. 59,590 60,120 62,607 65,273 68232 71_57

Percent Change ...................... (1.9) 0.9 4.1 4.3 4.5 4.1
CPI-AH Urban NY-NJ Area

(1982-84=100) ........................ 191.9 196.7 201.2 206A 211.8 217.2
Percent Change ...................... 2.5 2.5 2.3 2.6 2.6 2.6

Source: OMB mod_ for the City econom_
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2. REAL ESTATE TAX

Projections of real estate tax revenues are based on a number of assumption_ including, among
others, assumptions relating to the tax rate, the assessed valuation of the CityS taxable real estate, the
delinquency rate, debt serv_e needs, a reserve for uncollectible taxes and the operating limit. See
"SECTION IV: SOURCES OF CITY REVENUES--Re_ E_ate Tax."

The increase in average tax rate to $12.283 per $100 of assessed value enacted November 25, 2002 for
the second half of fiscal year 2003 and again for fiscal year 2004 is projected to remain in effect for the
forecast period 2005 through 2007.

Projections of real estate tax revenues include $14 million, $90 million, $60 million, $55 million and
$54 m_fion net revenue from the sale of real prope_y tax liens in fiscal years 2003 through 2007,
respectively. Projections of real estate tax revenues include the effects of the State_ STAR Program which
will reduce the prope_y tax revenues by an e_imated $120 million in fiscal year 2003 and $130 million in
each of fiscal years 2004 through 2007. Projections of real estate tax revenues reflect the e_imated cost
of extending the current tax reduction for owners of cooperative and condominium apa_men_
amounting to $215 million, $242 million, $251 million, $261 milfion and $271 million in fiscal years 2003
through 2007, respectively, and the cost of extending tax abatements through the Lower Manhattan
Commerdal Rev_alization Program of $8 million, $11 million, $9 million, $7 m_lion and $3 million in
fiscal years 2003 through 2007, respectively

The delinquency rate was 2.9% for the 2001 fiscal year and 3.3% for fiscal year 2002. The Finandal
Plan projects delinquency rates of 2.8%, 33%, 33%, 3.4% and 33% in the 2003 through 2007 fiscal years,
respectively For information concerning the definquency rates for prior year_ see "SECTION IV: SOURCES
OF CITY REVENUES--Real Estate Tax--Collection of the Real Estate Tax." For a description of
proceedings seeking real estate tax refunds from the Cit_ see "SECTION IX: OTHER INFORMATION--
Litigation--Taxe_"

3. OTHER TAXES

The following table sets fo_h amoun_ of revenues (net of refunds) from taxes other than the real
estate tax projected to be received by the City in the Finandal Plan. The amounts set forth below exclude
the Criminal Justice Fund and audit revenue_

204)3 2004 2005 2006 2007

(In M_ns)

Personal Income(I) ............................... $ 3,936 $ 4,984 $ 4,389 $ 4,449 $ 4_21
General Corporation ............................. 1,220 1,265 1,423 1,541 1,604
Banking Corporation ............................. 202 21 ! 342 399 432
Unincorporated Bu_ness Income ................... 834 827 902 951 1,006
Sales(2) ......................................... 3_25 3_71 3,858 3,952 4,159

_'l_i_))gYt_'_'_'(_[_!!i i i ! ! ! i i i i i i ! ! ! i i ! ! ! ! i i ! ! i i i ! ! 1,3782965061_132743791,4092783811N672784031,500284436
Total ......................................... $12,825 $14,125 $13,823 $14_19 $14,875

No_: TotaN may not add due to rounNn&

(1) Personal _come does not _dude $540 N_n, $206 miNon, $996 mi_on, $993 mi_n and $996 m_n of personal income

_spe_ely. The S_te w_ _imbu_e the City for such reduced rcvenue_ For ad_fional _form_n concerning actions by the
State rel_g to sales tax and person_ income tax increase_ see "SECTION I: RECENT _NAN_AL DEVE_MENT_"

_) Sa_s refleo_ among other change_ a redu_n in the sales tax on _t_s and includes MAC de_ se_e of $225 mirth _
the 2003 fiscal yea_

(3) Commero_ Rent _fle_s the estim_ed co_ of increa_ng the commerdal rent tax threshold amou_ing to $41 milton, $42
mi_on, $43 mi_on, $45 mill_n and $46 mi_on in fiscal years 2003 _rough 200L respectively.

2007, respe_d5 _ be prodded to the Ci_ by the Sta_ as rdmbu_eme_ _r the reduced propc_y _x and pe_on_ income
tax revenues rcsuRing from the State_ STAR Pro_am and $150 mflfion in fiscal year 2004 from assumed payme_s in heu of
taxes _om the Bat_ Park Ci_ A_hofity.

The Financial Plan reflects the following assumptions regarding projected baseline revenues from
Other Taxes: (i) with respect to personal income tax revenue_ a decline in fiscal year 2003 reflecting the
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national reces_on, the September ll attack and continued earnings weakness in the securities industry,
a rebound in fiscal year 2004 reflecting an increase in wage earnings and moderate growth in fisc_ years
2005 through 2007 reflecting a recovery in the national and local econom_ (ii) with respect to general
corporation tax revenue_ a decfine in fiscal year 2003 reflecting weak secufit_s indu_ry profits and
redu_ions in corporate profits in calendar year 2002 followed by moderate growth in fiscal years 2004
through 2007 reflexing projected increases in national corporate profi_ and in securities indu_ry profi_
as the national recovery acce_rates; Off) with respect to banking corporation tax revenue_ a decfine in
fiscal year 2003 reflecting increases in non-performing loans, depressed investment banking revenues and
declines in trading revenues followed by moderate growth in fisc_ years 2004 through 2007 reflecting
projected increases in corporate profi_ and securities induary earnings as the nation_ economy recover;
(iv) with respea to unincorporated business tax revenue_ mode_ growth in fisc_ year 2003 followed by
moderate growth in fiscal years 2004 through 2007 reflexing increases in corporate profi_ and securities
industry earnings as the national recovery accderates; (v) w_h respe_ to sa_s tax revenue_ flow growth
in fiscal year 2004 reflecting weak employment and wage foreca_s and a weak national econom5 and
moderate growth in fisc_ years 2005 through 2007 reflea_g a recovery of the nation_ and loc_
econom_ (vi) with respe_ to real prope_y transfer tax revenues, strong growth in fiscal year 2003
sustained by continued re_denti_ _rength due to low interest rates and continued s_es of large
commerchl prope_ a decline in 2004 reflexing the impa_ of vacandes in the commerd_ sector and
flat employment and interest rate increases in the re_denti_ market, and growth in fiscal years 2005
through 2007 reflexing the projected recovery of the nation_ and local econom_s; (vii) with respect to
mortgage recording tax revenue_ declines in 2004 reflecting the impact of the national _owdown and
foreca_ intere_ rate increases on sales and refinandngs, and growth in fiscal years 2006 and 2007 with the
projected recovery of the national and Ioc_ econom_ (viii) with respect to commero_ rent tax
revenue_ moderate growth in fisc_ years 2004 through 2007 reflexing declining vacancy rates
commenong in fiscal year 2005.

4. M_CELLANEOUS REVENUES

The following table sets fo_h amounts of m_cel_neous revenues projected to be receded by the City
in the Finan_ Plan.

2003 2004 2005 2006 2007

(In Million)

Licenses, Permi_ and Franch_es ................. $ 357 $ 352 $ 355 $ 349 $ 348
Interest Income ................................ 36 36 53 74 76

Charges for Serv_es ........................... 478 468 471 469 465

Water and Sewer PaymentS1) ................... 842 912 916 934 947
Rental Income ................................ 109 287 662 175 178
Fines and ForfeRures ........................... 534 682 697 697 697
Other ........................................ 708 456 371 318 258

Intra-City Revenues ............................ 1,119 1,094 1_80 1,079 1,079

Total ....................................... $4,183 $4287 $4_05 $4_95 $4_48

(1) ReceNed _om the Water Board. For fu_her m_rmafion regar_ng the Water Board, see "SECT_N WI_ _NAN_AL PLAN--
Lon_Term Ca_l Pro_am" and "Hnandng Pro_am."

M_ceHaneous Revenues--Rental Income refle_s $200 mi_on, $583 minion, $96 mi_ion, and

$99 m_iion in fiscal years 2004 through 2007, respe_Nel5 of back rent and renegotiated future lease
paymen_ for the Cityg _rpor_, which is su_e_ to the settlement of the City_ claim for back rent and
the renegotiation of the City_ airpo_ leases. M_cel_neous Revenues--Other reflects $150 miifion,
$115 m_lion, $66 mi_n, $32 m_ion and $37 minion of proje_ed resources in fisc_ yea_ 2003 through
2007, respe_5 from the receipt by the City of tobacco settlement rece_a_es ("TSRs") resdting from
the settlement of litigation with ce_ain tobacco companies. The downgrade of a m_or tobacco company
has resuRed in a trapping event for TSASC pursuant to which it must retain a potion of the TSRs it
receives in a reserve account for the benefit of Rs bondholders. If the trapping event were to continu_ the
City would not receive approximately $57 million and $32 minion in paymen_ _om TSASC in fisc_ yea_
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2004 and 2005, respe_Nd_ As a consequence, TSASC and the City are confidering _ternatNes for

dim_ating the trapping requirement, _dud_g the refunding of TSASC_ outstanding bonds and other
_ternatNes that do not involve such a refundin_ Miscellaneous Revenues--Other does not retied a total

of $774 million expe_ed to be ret_ned by TSASC during fiscal years 2003 through 2007 for debt serv_e.
M_celhneous Revenues--Other _dudes, in fisc_ year 2003, $99.9 million and in fisc_ year 2004, $6
mflfion _om reimbu_ement of landfill closure costs.

5. UNRESTRICTED INTERGOVERNMENTAL AID

The following ta_e se_ forth amoun_ of unre_fi_ed _tergovernmental _d projected to be receNed
by the City in the Finano_ Plan.

2003 2004 2005 2006 2007
(in Million_

State Revenue Sharing ......................... $ 400 $327 $327 $327 $327
Other Aid .................................... 1275 228 228 228 228

Total ....................................... $1,675 $555 $555 $555 $555

The Other Aid category primari_ consists of _der_ aid as reimbu_ement for costs relating to the
September 11 attack of $799 minion in fiscal year 2003; $35 million _om r_mbu_ement of landfi_ dos_g
costs and $15 minion from State bonds issued for municip_ recycling pursuant to the 1972 En_ronment_

Qu_ity Bond Act in fiscal year 2003; appro_mate_ $193 million annually in fisc_ years 2003 through
2007 from aid a_odated with the State takeover of long-term care Med_d cost_ $12 m_lion in prior

year d_ms setflemen_ annual_ in fiscal years 2003 through 2007; $23 milton of other State a_ions in
each of the fiscal years 2003 through 2007; and $197 million in fiscal year 2003 for unp_d prior year
education aid.

The receipt of State Revenue Sharing funds could be alleged by potenfi_ prior claims a_e_ed by
the State. For information concerning proje_ed State budget gaps and the possible impa_ on State aid

to the Cit5 see "SECTION I: RECENT FINANCIAL DEVELOPMENTS--The State."

6. TFA FINANCING

In fiscal year 2003, the City has used $1.5 billion of proceeds of Recovery Bonds or Notes issued by

the TFA to compensate for revenue losses related to the September 11 auack, pursuant to authorization
by the State _ature.

7. FEDERAL AND STATE CATEGORICAL GRANTS

The fo_owing table sets fo_h amounts of feder_ and State categoric_ gran_ preened to be

received by the City in the Finand_ Plan.
2003 2004 2005 2006 2007

Federal (_ M_ons)

Community Development .......... $ 319 $ 264 $ 258 $ 241 $ 241
Welfare .......................... 2338 2253 2,167 2,169 2,177
Education ........................ 1369 1,566 1,526 1fi26 1fi26
Other(l) ......................... 1241 539 516 516 518

StateTOt_ .......................... $5367 $4,622 $4367 _4352 $4362
Welfare .......................... $1_68 $1_19 $1,523 $1fi24 $1_22
Education ........................ 5,833 5_52 5_59 5_64 5,828
H_her Education ................. 168 164 164 164 164
Heath and Ment_ Hy_ene ........ 464 465 466 471 480
Other ........................... 341 273 267 236 238

Total .......................... $8374 $8,173 $8,179 $8,159 _8232

(1) _sc_ year 2003includes $328 mil_on of FEMA and emergency preparedness _n_ng and other grants not _duded _
subsequent fiscalyear_
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The Finand_ Plan assumes that all exi_g _der_ and State c_egofic_ grant programs wi_
confinu_ unless specific _n profides for their _rm_ation or a_ustmenq and assumes inc_ases
in aid where increased costs are proje_ed for e_g grant program_ For information concerning

preened State budget gaps and the po_ib_ impa_ on State aid to the Cit_ see "SECTION I: RECENT
FINANCIAL DEVELOPMENTS--The State." As of May 31, 2003, appro_m_dy 16.18% of the City_

full-time and full-time equNa_nt emp_yees _on_g of emp_yees of the mayoral agendes and the
DOE) were paid by Communi_ Deve_pment funds, wa_r and sewer funds and _om other sources not

funded by unre_fi_ed revenues of the City.

A mNor component of _deral c_egoricN a_ to the City h the CommunRy Deve_pment program.

Pursuant to _deral _gislat_n, Communay Deve_pment grants are prodded to cities primarily to aid low
and moder_e _come persons by improving hou_ng fadhtie_ parks and other improvement_ by

provi_ng certain social programs and by promoting econom_ deve_pment. These gran_ are based on

a formula that takes into cons_eration such factors as population, housing ove_rowNng and poveg_

The Ci_ receipt of cmegoficM Md _ contingent upon the sati_action of ce_n _mutory con_tions

and is su_e_ to subsequent audAs, possible _sM_wances and possible prior dMms by the State or _deral
government. The general pra_ice of the State and _deral governmen_ has been to dedu_ the amount

of any d_alMwances agMn_ the current year_ payment. Sub_ant_l d_MMwances of aid claims may be
asse_ed during the course of the FinandM Plan. The amoun_ of such _saIMwances attributabM to prior

years declined from $124 mill_n in the 1977 fiscal year to $0 in the 2002 fiscal yea_ Th_ decrease refle_s
_vorable experience with the level of _Howances in recent years, which may not continue. As of
June 3_ 200Z the Ci_ had an accumulmed _serve of $203 million for future disallowances of categorical
aid.

Expenditure Assumptions

1. PERSONAL SERVICES COSTS

The folMwing table sets forth proje_ed expenditures for personal serv_es costs contMned in the
FinanoM Plan.

2003 2004 2005 2006 2007

On Mi_on_

Wages and Sala_es .................. $16_89 $16,144 $1_104 $16,104 $1_108
Penfions ........................... 1_50 2fi15 3,239 4_51 4,458

Other Fringe Benefi_ ............... 4,620 4fl95 5,048 5,343 5,640

Reserve for ColOgNe Barg_ng
Depa_ment of Education.. 37 17 17 17 17
Other ................... 399 158 160 163 163

Reserve Subtotal ........... 436 175 177 180 180

TotM ...................... $23_95 $23_29 $24fi68 $25fi78 $26386

The FinandM Plan pr_e_s that the authorized number of City4unded fun-time and full-time
eq_va_nt employees whose salaries are paid direa_ from City fund_ as opposed to federal or State
funds or water and sewer funds, w_l decrease from an e_imated level of 246fi35 on June 30, 2004 to an

estimated level of 246,348 by June 30, 2007.

The Finano_ Plan reflects the costs of the labor contracts negotiated during the 2000-2002 round of
barg_ning. The sub_anti_ m_ofity of the City_ municip_ unions have reached agreements w_h the City
during the 2000-2002 round with the exception of most of those representing employees covered by
Section 220 of the labor law. The unsettled unions represent appro_mate_ 7,000 employee_ less than 2%
of the municipal workforce.

The Reserve for Col_e Barg_n_g contains funding for the cost of wage increases for the recent
DetectNes Endowment A_o_ation agreement. It also contorts funds for settlements with most
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employees covered by Se_ion 220 of the labor law equal to those agreed to in the Di_ri_ Coun_l 37 of
the Amcr_an Federation of State, County and Municip_ Employees ("DC 37") collective barg_n_g

agreement plus smaller amounts for un_ns that remain unsexed for the 1995 through 2000 round. All of

the contracts negot_ted during the 2000-2002 round have expired or will expire by the end of calendar
year 2003. The Reserve for ColOgNe Barg_ning contains $200 milfion in fiscal year 2003 for possible

wage increases which, if prodded, would be oCtet by negotiated producti¼ty increases in subsequent
fiscal years.

The terms of wage seu_men_ could be determined through the impasse procedure in the New York

City ColOgNe Barg_ning Law, which can impose a binding set_ement. For further information on

impasse procedurc_ see "SECTION V: CITY SERVICES AND EXPENDITURES--Employees and Labor
R_ations--Labor Relations."

For a d_cus_on of the City_ pension systems, see "SECTION IX: OTHER INFORMATION--Pennon

Sy_cms" and "APPENDIX B--FINANCIAL STAI_MENq\S--Notes to Finan6_ Statements--Note E.5."

2. OTHER THAN PERSONAL SERVICES COSTS

The following table sets forth projected other than pe_onai services ("OTPS') expenditures
contained in the Finan_ Plan.

2003 2004 2005 21106 _7

(_ Mi_on9

Admin_at_e OTPS ..... $10_35 $10,116 $ 9,981 $10,125 $10,267

Public As_ance ......... 2,329 22N4 2,054 2,057 2_58

Medical As_ance ....... 3,948 3,871 4,372 4,516 4,520

HHC Suppo_ ............ 206 2(_ 198 197 197
Other ................... 1,951 1,990 1,795 1,859 1,922

Total ............. $18N69 $18,240 $18_00 $18,754 $18,964

Le_ation passed by the State prohibi6 the disposal of solid waste in any landfill located within the

City a_er December 31, 2001. The FinanNal Plan includes the e_imated costs of phasing out the use of
landfilN located within the City under the category OTPS-Othe_ The New York City Recycling Law,
Local Law No. 19 for the year 1989 ("Local Law 19") was amended to permit suspen_on of plastic and

glass recydin& As required by the amendment to Local Law 19, the City CounNI and the Mayor created

a temporary task force to develop a long-term recycling plan.

Adrnin_tra6ve OTPS and Energy

The FinanNN Plan contains e_imatcs of the CityN administrative OTPS expenditures for general

supplies and materials, equipment and selected contra_uN services and e_imates of energy costs in the
2003 fiscal yea_ Therea_ec to account for inflation, se_cted OTPS expenditures are projected to rise by

appro_mate_ 2.9% in fiscal years 2005 through 2007, respe_Nely. Energy costs for each of the 2003
through 2007 fiscal years are assumed to change at varying rates annually, with total energy expenditures
projected at $580 million in the _N3 fiscal year increasing to $600 million in fiscal year 2004 and

decrea_ng to $580 million in fiscal year 2007.

Pubic Assurance

The average number of persons receiving income benefits under public as_ance programs was

423207 per month in the 2003 fiscal year and _ preened to remain unchanged in the 2004 fiscal yea_ Of
total public assistance expend_ures in the City for the 2004 fiscal yea_ the City-funded potion is

proje_ed to be $402.5 million and is proje_ed to increase to $409.3 million in fiscal year 2007.
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Me_l AsMsmn_

Medi_l as_ance paymen_ preened in the Nnan_ Plan consi_ of paymems to v_un_
h_ skilled nu_ing _dht_ _rme_a_ cam _l_e_ home ca_ and ph_a_ and other
mescal p_oner_ The __ portion of medial assistance paymems is _tim_ed at $3_65
billion _r the 2_3 fiscal year and is expec_d to increase to $3.602 billion in fiscal year 2007. Such
paymems include, among other things, __ Med_a_ payment, but exclude _t_nded
Medi_ payments to HHC, as d_cussed be_ C_y Med_a_ co_s 0nduding __ Me_
paymen_ to HHC) a_umed in the Nnan_ Plan do not include 81.2% of the no_d_ share of

_n_m care costs which have been a_umed by the State. The Nnan_al Plan p_ savings of
$862.2 mill_n _ the 2_3 fiscal year due to the State having _sumed such co_ and pr_e_s such savings
will increase to $9_.7 million in fiscal year 2007.

_a_h and _im_ Co_a_on

HHC operates under its own section of the Nnan_M Plan as a Covered O_an_N_n. HHC_
financial plan pr_e_s _t_n_d expenNm_s of $_3 mill_n _r the 2_3 fiscal yea_ inc_a_ng to
$879 mill_n in fiscal year 2007. The __ expend_ures in the 2003 fiscal year include $53 mill_n

_r the care _ p_o_ and uni_rmed pe_onn_, $8.5 mill_n of gene_l _ support, and $730 million
_r the City_ sham of HHC MeN_ p_mem_

HHC is p_e_ to achieve bNanced budge_ in fiscal years 2_3 through 20_ on a cash basis. _tal
_iNs are p_d to be $4.117 billion in fiscal year 2_3, decreaNng to $3.9_ billion in fiscal year
2_7. _tal Nsbu_emems are p_e_ed to be $4.240 billion in fiscal year 2003, inc_ing _ $_647 bilfion
in fiscal _ar 2_7. These p_e_s _sume: (i) increases in other than personal service costs and fringe
benefits in fiscal yea_ 2003 through 2007 and (ii) growth in Med_aid revenue between fiscal yea_ 2003
and 2_7. S_nificam changes have been and may be made in Med_Nd, Meddle and other _d_a_y
payor prog_ms, which could have adve_e impac_ on HHC_ financial conNfiom

O_

The p_e_s set _nh in the Nnan_M Plan _r OTP_O_ include the Ciff_ contributions to
NYC_ the Hous_g Amhmi% CUNY and sub,dies to fibrar_s and various cuRural institutions. They
also include p_e_s _r the cost of future judgmen_ and daims which are dNcussed below under
_udgmen_ and _Nm_" In the past, the City has provided add_nN asN_ance to ce_Nn Covered
O_a_z_ns which had exhau_ed their financial resources prior to the end of the fiscal yea_ No
assurance can be given that similar adNt_nM _s_ will not be _quimd in the future.

OTPS-O_er includes _vin_ of $75 mill_n, $145 mill_n and $148 miil_n in fiscal years 2_
through 20_, _e_Ne_ from _onal t_n_on_n _fives which will require the appm_l of
other. See "SE_ION [: RECENT _NAN_AL DEVELOPMENT_"

New _ _ 7_#

In June 2003, the _ff wep_ed a finan_ plan _r NYCT covering its 2003 _mugh 2_7 fiscal yea_
(the "NYCT _nan_ Plan"). NY_ fiscal year c_n_des wRh the calendar yea_ For 2_3, the NY_
_nan_ Plan pr_e_s $4.9 billion in revenues and $5.2 billion in expense_ leaving a budget gap of
$333 mill_n. This gap will be of_et by $305 mill_n in a_p_ cash flow a_u_mems including m_e
funds and ad_tion_ _c_ and funds made av_e from a $14 million cash basis _1_ in 2_2.
NYCT_ cash basis budget will be balanced _r fiscal year 2_3. City as_ance in 2003 to NY_
_e_i_ budget is $242 mill_n, in addition to $133 million in real e_a_ tax revenue deduced _r
NY_ use.

The NY_ Nnan_ _an _s budget gaps of $265 million, $437 mill_n, $435 million, and
$433 mill_n in 2004 through 2007, m_e_ be_re the imp_mem_n of cash flow a_u_mems and
ad_t_n_ _p_o_ a_. The _nand_ Plan does not require thin NYCT_ out-year gaps be funded.
The _nand_ Plan a_umes that the gaps in _04 through 2_7 will be closed in pa_ by increased user
charges, p_du_N_y me_u_ reduced service leve_, add_on_ managemem action_ or some combi-
nation of these actions.



On Febma_ 10, 2003, the M_mp_Ran _o_ Amhofiff ("M_') board approved an
amended five-yea_ $18.9 bilfion cap_al plan _r the M_ for 20_ through 2_4 (the "_4 CapR_
_o_am_, _du_ng appm_m_e_ $12.3 billion _r NY_ to be funded with _deml, State and City
capital _nds, M_ bonds, and other M_ resources. The 2_0_4 Cap_ Pin,am includes

_ima_ $475 mill_n in City capital funds, as well as $341 mill_n in City capital funds exchanged
_r wo_e_ from the sale of the C_eum. Although the ofi_n_ 2_2_4 Carrel Program was
approved by the Capit_ Program Renew Board _CPRB_, the State Le_u_ and the Governo_ the
amended program has not yet been submiUed _r approval.

The 2_0_ Cap_al Pmgam _l_ws the $13.2 billion capital program _r 1995 _mugh 1999,
which included $9.3 biifion _r NYCZ The Ca_al Pin,am _r 1995 through 1999 supe_eded the

previous cap_al program for the period 1992 through 1996, wh_h totaled $9.6 biifion, with $7.4 hi,ion in
pr_e_s for NY_

There can be no assurance that all the necessary go_mme_ actions _r the _0_ Ca_tal

_mm _11 be taken, that _n_ng sources currently _em_ed will not be reduced or ehm_e_ or that
pa_s of the cap_al program _11 not be delayed or reduced. If the MT_ cap_ai program is delayed or
reduced, fid_sh_ and _re revenues may decline which could, among other things, imp_r the M_
ability.to meet i_ operating expenses without additional a_i_ance.

On Se_ember 19, 2_1, the M_ _sued a _emem that ce_ain portions of its oper_ns were
M_ed by the Se_emb_ 11 attack. The M_ reposed that damage occu_ed to tunnels, _afions and
inffastru_ure at transk s_m locations at or around the _rld _ade Cente_ By Se_emb_ 15, 2002,
three of the _ur _ns impaled by _e Se_emb_ 11 attack and all __ff _ _ g_k closed
a_er the Sep_mb_ 11 attack had been restored to service. The M_ expels that insurance and _deml
disaster asfi_ance funds will cover _b_am_ all of the property losses related to this event. The M_

continues to a_e_ the _n_rm impa_ o_ among other things, Sta_ sub_d_s gentled by re_onal
econom_ tm_a_ such as the regional sales and use tax and ce_ain business taxes.

D__t _ E_n

State hw requkes the _ff to pm¼de _ff _n_ for the DOE each yea_ beaning in fiscal year 20_,
in an amoum not le_ than the amou_ _Wopfi_ _r the preceding fiscal yea_ exdu_ng amoun_ _r

_ _ _d pensions _r the DOE. Such _ff _n_ng mu_ be m_n_e& un_ total _ty funds for
the fiscal year are e_im_ed to be lower than in the preceding fiscal yea_ in which case the mandmed City
_nd_g _r the DOE may be reduced by an amount up to the percentage _du_n in total City funds.

In June 2_3, the State Court of Appeah held that by July 30, 20_, the State must de_rm_e the

actual co_ _ pm_ a sound basic education in the City and enact appropfia_ _rms, which could
resuR in _ea_d costs to the State an_or the Ci_

_m_ _d _s

In the fiscal year ended on June _, 2_2, the _ty expended $521.8 mill_n _r iudgmen_ and dNm_
$154 mffi_n of wh_h was _imbu_ed by HHC. The NnanNN Plan _du_s Wo_o_ _r judgmen_ and
_Nms of $612.7 mill_n, $_2.7 milhon, $676.2 million, $712.7 mill_n and $751.5 million _r the 2_3

through 2_7 fiscal yea_, _spe_N_ These pr_e_ions _corpo_ a sub_anfiM amou_ of dNms co_s
_tribu_d _ HHC _r which HHC will _e _e _ The_ amours _e e_im_ed _ $172.4 million,
$184.8 million, $189.9 mill_n, $194.9 m_lion and $199.9 mill_n for the 2003 through 2007 fiscal yea_,

_spe_Nel_ The City is a party to numerous Nwsui_ and is the suNem of numerous claims and
inv_tig_ns. The Ci_ has _tim_ed that its p_emiN future l_Nhff on account of _N_ clNms
against it as of June 30, 2003 amounted to appm_m_e_ $4.3 billion. This e_im_e was made by
categoriNng the various dNms and applying a _Nt_N model, based primari_ on actual _ffiemen_ by
type of claim during the preceding ten fiscal yea_, and by _pNem_ting the _tim_ed fiaNli_ with
_rmation supplied by the Ciff_ Collation Counsel. For fu_her _rmation _g ce_ain of
these claims, _e "SE_ IX: OTHER _RMA_ON--__."

In addition to the above dNm_ numerous _N estate tax _om_ pm_edin_ _vM¼ng M_g_ns

of _equNiff of _me_, _egMiff and _e_Nu_ are c_ly pending against the Cit_ The City_



Finand_ Statements for the year ended June 3_ 2002 include an e_ima_ that the City_ lhbil_y in the
cen_ra_ proceeding_ as of June 30, 2002, could amount to appro_ma_ $582 mill_n. Provi_on has
been made in the F_and_ Plan for e_im_ed refunds of $138 m_l_n, $203 mi_on, $257 m_n,
$257 milfion and $269 mill_n for the 2003 through 2007 fiscal yea_, respe_ively. For fu_her inform_n
concerning these d_m_ certain reme_ _gislation related thereto and the City_ esfim_es of po_ntial
fia_lit5 see "SEC_ON IX: OTHER INFORMATION--Litigat_n--Tax_" and "APPENDIX B--FINANCIAL
STATEMENTS--Notes to Finand_ St_emen_--Note D.5."

3. DEBT SERVICE

Debt serv_e e_im_es for the 2003 through 2007 fisc_ years _dude estimates of debt serv_e cos_
on out_an_ng Ciff bonds and notes and condud debt and future debt issuances based on cu_ent and
preened future market con_tions.

Ce_n Repots

From time to time, the Con_ol Board s_fL OSDC, the Ci_ Comptr_ the IBO and othe_ issue
repots and make public _memems regarding the City_ finan_al conditiom commenting on, among other
mm_, the City_ finandal plan_ preened revenues and expenditures and actions by the City to
dim_me projec_d oper_g defi6_. Some of these repots and _Mements have warned that the Ci_
may have underestim_ed ceaMn expendAures and overestimmed ce_Mn revenues and have sugge_ed
that the Ci_ may not have adequme_ provided for future contingenoe_ Ce_aM of these repots have
analyzed the Ci_ future econom_ and social conditions and have que_Mned wh_her the Cffy has the
capadty to generate suffic_nt revenues in the future to meet the cos_ of i_ expendffure increases and to

provide necessary services. It is reasonabM to expe_ that repots and _memen_ wi_ continue to be i_ued
and to engender public comment.

On July 30, 2003, the City ComptrolMr released a repo_ on the adopted budget for fiscal year 2004
and the FinanoM Plan. In his repot, the City ComptrolMr identified risks for fiscal years 2004 through
2007, respe_Nd5 wh_k when added to the gaps in _e FinandM Plan, resu_ in gaps of $484 mfll_n, $3.0

b_on, $3.9 _i_on and $3.9 bi_ion in fiscal yea_ 2004 through 2007, respe_d_

The risks and possible resources set fo_h in the Ci_ Comptr_Mr_ repo_ include: (i) the pos_
that preened non-proper_ taxes could be lower than proje_ed in the Finan_M Plan by $58 miil_n in
fiscM year 2006 and greater than preened in the FinanoM Plan by $53 mill_n, $87 mi_on and $118
m_l_n in fiscal years 2004, 2005 and 2007, respe_d_ (ii) po_ible increased ove_ime expend_ures of
appro_mme_ $199 m_n in each of fiscM yea_ 2004 through 2007; and (iii) the possibility thM Medicaid
and public as_ance cos_ cou_ be greater than forecast in the FinandM Plan by $73 m_n, $140
million, $195 mill_n and $335 millMn in each of fiscal yea_ 2004 through 2007, respe_Nely. The repo_
_entified as addMonM risks: (i) assumed rent paymen_ of $190 mill_n, $573 m_n, $86 mHl_n and $89

mill_n from the Po_ Authority in fiscM years 2004 through 2007, respe_el5 which are su_e_ to
arbitration and the negotiation of new leases; and (ii) a re#onM _anspo_ation in_iative totaling $75
m_n in fiscal year 2004 and approxima_ $150 mill_n annually in each of fiscM years 2005 through
2007, which wouM _ans_r respon_ for the City_ priva_ bus sy_em to the MTA, and which requires
MTA approvM. In ad_t_n, the repo_ noted that the Chief A_uary for the CityX pension sy_ems may
recommend changes in actuarial assumpt_ns and methods that are used to cMcuM_ the Ci_ pensMn
contribut_n_ which could result in _gnificant changes in the City_ pens_n contribution. FinM15 the
repo_ noted that the FinandM Plan does not contMn fun_ng for any wage increases for the new round
of c_M_Ne bargMMn&

On July 24, 2003, the staff of the OSDC i_ued a repo_ on the FinanoM Plan. The repo_ _ent_ed
net risks of $367 million, $806 milfion, $401 miH_n and $423 million for fiscM yea_ 2004 through 2007,
respe_Nel5 wh_h, when added to the gaps preened in the FinanOM Plan, would resuR in gaps of $367
mill_n, $2.8 Milan, $3.6 billion and $3.7 billion in fiscal yea_ 2004 through 2007, respectivel_ The risks
to the FinanoM Plan identified in the repo_ include: (i) po_M delays in reaching a settlement with the
Po_ Authori_ for retroactive and increased airpo_ lease paymen_ a_umed in the Finan_M Plan; (ii) the
proposed _ans_r of respon_M_ for privme bus lines to the MTA wh_h wou_ reduce City sub_d_s by
$75 m_l_n in fiscal year 2004 and $150 mill_n annuMly therea_eL and w_ch req_s approval of the
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MTA; (iii) posfible increased spending for overtime of $100 million in fiscal year 2004 and $125 million

in each of fiscal yea_ 2005 through 2007; and (iv) possible increased Medicaid costs of $75 million in fiscal
year 2006 and $100 milhon in fiscal year 2007.

With respect to the proposed MAC refinancing assumed in the Finand_ Plan, wh_h would _iminate
$500 million in annual debt service cos_ for the City through fiscal year 200& the OSDC report noted that
the Governor claims that the _ation is uncon_ufion_ because the bill attempts to bind the State to
provide funds w_hout expres_y providing that the payment is subje_ to annual appropriations, and is
urging the City not to proceed with the refinandng until the legal and other _sues are clarified. The repoa
also noted that wage increases at the proje_ed inflation rate would increase the proje_cd gaps by $750
million, $1.2 billion, $1.7 billion and $2.3 billion in fiscal years 2004 through 2007, respe_Nely, unless
funded by produaNity improvement. The report _ated that the size of the defic_s for fiscal year 2005
and subsequent yea_ will depend to a great extent on the pace of the econom_ recover_ future col_e
barg_ning agreements and the imp_mentation of the recent Court of Appea_ ruling that the State
formula for di_ributing State education aid _ uncon_itution_. The repo_ noted that the Cou_ of
Appe_s ruling could resuR in a _gnificant increase in State funding for education, which might reduce
State funding for other programs, as well as an increase in City spending for education. In addition, the
repo_ noted that the State faces a large budget gap which could be closed in part by a reduction in aid
to localities.

On July 24, 2003, the staff of the Control Board issued a report refiewing the Finano_ Plan. In its
repot, the _aff concluded that the City_ budget for fiscal year 2004 appea_ to be balanced. Howevc_ the
repo_ noted that the ability of the City to continue to ba_nce its budget once the temporary tax increases
have expired is far from ce_n.

In its report, the _aff identified net risks of $154 million, $775 million, $291 million and $313 million
for fiscal yea_ 2004 through 2007, respe_Nely, wh_h, when combined with the gaps proje_ed in the

Finand_ Plan, resu_ in estimated gaps of $154 million, $Z8 billion, $3.5 billion and $3.6 b_lion for fiscal
years 2004 through 2007, respectNel_ These risks include: (i) a re_on_ transpo_ation initiatNe totaling

$75 million in fiscal year 2004 and appro_mate_ $150 million annually in each of fiscal yea_ 2005 through
2007, which would transfer responsibility for the City_ private bus sy_em to thc MTA and which _ subject
to successful negothtions with the MTA; (ii) seu_ment of a dispute with the Poa Authority re_ting to
past and future rent for the City_ _rpo_s; and (iii) the pos_bifity that ove_ime could be greater than
expected by between $162 milfion and $176 million in each of fiscal yea_ 2004 through 2007. The repo_
also noted that the Finand_ Plan does not provide for wage increases beyond the 2000-2002 round of
col_ctNe barg_ning other than a $200 million contribution to the labor reserve in fiscal year 2003, and
that an increase in labor costs at one half of the City_ projected inflation rate would add greater than $1
billion to the fiscal year 2007 budget gap. In add_ion, the report noted that the New York State Cou_ of
Appeah had derided that the State must implement changes to its sy_em for funding education in order
to ensure that every school in the City has suffident resources to provide its students with the opportunity
for a sound basic education, and that it is unc_ar as to whether the City and its taxpaye_ will be

respon_ble for a potion of the increased fundin_ wh_h could have a m_or impact on the Cityh future
financial plans. With respect to the proposed refinancing of out_anding MAC indebtednes_ which would
make av_b_ to the City approximate_ $500 million annual_ in fiscal yea_ 2004 through 2008, the
repo_ noted that the Governor has asked for counsel to evaluate the con_ufional and legal issues raised
by the new _ation, the impl_ations on the State_ Debt Reform A_ of 2000 and the impa_ on LGAC
bond holder, and has urged the City not to proceed with the refinandng until all legal issues are resolved.

Long-Term Cap_al Program

The City makes substantial cap_al expend_ures to reconstru_ and rehabil_ate the City_ in_a_ru_
ture and physical assets, including City mass transit fadHtie_ sewe_, streets, bridges and tunnels, and to
make capital investmen_ that will improve produ_ifity in City operation_

The City utilizes a three4iered capital planning process consisting of the Ten-Year Capital Strateg5
the Fou_Year Capital Plan and the current-year Capital Budget. The Ten-Year Capital Strategy is a
long-term planning tool designed to retied fundamentN Nlocation choices and basic policy obje_Nes.
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The FouvYear Capital Program tran_ates mid-range policy goals into spedfic projects. The Cap_al
Budget defines specific projects and the timing of thor initiation, design, construction and completion.

City-funded commitments, which were $344 million in 1979, are projected to reach $5.0 billion in

2004. City-funded expenditure_ which more than tripled between fiscal years 1980 and 1985, are forecast
at $4.6 billion in the 2004 fiscal year; total expenditures are foreca_ at $5.2 billion in 2004. For add_ional

information concerning the City_ cap_al expenditures and the Ten-Year Capital Strategy covering fiscal
years 2004 through 2013, see "SECTION V: CITY SERVICES AND EXPENDITURES--Capital Expend_ures."

The following table sets fo_h the m_or areas of cap_al commitment projected for the 2004 through

2007 fiscal years. See "SECTION V: CITY SERVICES AND EXPENDITURES--Capital Expenditures" See
"SECTION VIII: INDEBTEDNESS--Indebtedness of the C_y and Ce_ain Other Entities--Limitations on
the Cityk Authority to Contract lndebtednes_ "

2004-2007 CAPITAL COMMITMENT PLAN

2_ 2005 2006 2007 Tot_

City AH City Aft City A_ City Aft Ci_ All
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds

On Million_

Mass Transit(l) ......... $ 120 $ 120 $ 76 $ 76 $ 76 $ 76 $ 76 $ 76 $ 348 $ 348

Roadwa5 Bridges ....... 872 1,166 767 834 617 880 819 965 3_75 3_45
En_ronmem_

Pro_n_) ......... 2_25 2579 2242 2_39 I J54 1,779 1,322 1_47 7343 8_44

Education ............. 638 656 617 617 792 792 1,004 1,01_ 3_51 3,069

Hou_ng .............. 293 436 254 417 289 402 326 404 1,162 1,659

San_afion ............. 148 161 644 644 2(13 203 205 205 1200 1213

City Operatmn_Facilities.. 2_17 3208 1,399 1531 1_65 1,130 587 647 5,868 _516
Economic and Po_

Deve_pmem ......... 410 528 106 106 126 126 39 39 681 799

Rese_e _r Unmt_ned

Commitmen_ ......... (2,702) (2,702) (38_ (380) 281 281 289 289 _512) (2512)

Total Commitmem_ .. $ 5_2l $ 6,152 $5225 $6,185 $5203 $5fi69 $4_68 $4_76 $20_17 $22_82

Tot_ Expenditures(4)... $ 4fi14 $ 5,232 $4&11 $5284 $4B70 $5A33 $4fl61 $5245 $18,856 $21,194

Note: Numbers may not add due to roun_ng.

(1) Excludes NYCT_ non-Ci_ portion of the MTA's fiveffear Ca_l Pro_am.

(2) Includes wa_r supp_ water m_n_ water pollm_n corerS, sewer proje_s and rd_ed eq_pmem.

(3) Commitmenu represent contracts rendered with the _ty Com_rofle_ except _r ce_n proje_s which arc unde_aken
j_nfly by the Ci_ and State.

(4) Expen_res represent cash payme_s and approp_ns planned to be expended _r capital co_s, exdud_g amours _r
ofi_n_ i_ue _scoum.

A feder_ law, the Americans with D_abilk_s Act of 1990, general_ requires that various fadlities
be made acce_ible to disabled pe_ons. The City continues to analyze actions that are required to comply
with the law. The City may incur sub_anfi_ add_ion_ capital expend_ures, as well as addition_
operating expenses to comp_ with the law. Compi_nce measures which require addition_ capital
measures are expected to be ach_ved through the re,location of existing funds w_hin the Cityh capital
program. In addition, the City could incur sub_anti_ additional capital expenditures for school
con_ru_ion if aRernatNe proposals to relieve overcrowding in the pubi_ schools are not developed and
implemented.

Cu_enfl5 if all City capital projects were imp_mented, expend_ures would exceed the City_
financing proje_ions in the current fiscal year and subsequent years. The City has therefore e_abl_hed
cap_al budgeting pfiofit_s to maintain capital expenditures within the av_ble long-term finandn_ Due
to the s_e and comple_ty of the City_ capital program, it is difficuk to forecast preosely the timing of
capital project a_Nity so that actual capital expenditures may vary from the planned annual amount.
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In O_ober 2002, the City issued its annual assessmem of the asset condit_n and a proposed
m_n_nance schedule for its assets and asset sy_ems which have a re_acement cost of $10 m_l_n or
more and a useful li_ of at least ten years, as req_red by the City Cha_er _he "AIMS Report_. Th_

_pon does not retied any p_y confiderm_ns w_ch cou_ af_ the approprime amount of _ve_ment,
such as wh_her there is a continuing need for a pan_uhr hdliff or whether there have been changes in
the use of a _lit_ The AIMS Report e_im_ed that $4.25 billion in capRal investment was needed for

fiscal yea_ 2004 through 2007 to bring the asse_ to a _ate of good repai_ The repo_ also estim_ed that
$289 mill_n, $161 million, $215 million and $227 mill_n should be spent on m_ntenance in fisc_ yea_

2004 through 2007, _spe_Nely.

The recommended capital _vestment for each inventoried asset is not readi_ compara_e to the

capital spending _cmed by the City in the Fou_Year Capital Plan and the Ten-Year Capi_l Str_eg_
Only a portion of the fun_ng set forth in the Fou_Year Ca_tal Plan is allocated to spec_cal_ ident_ed
assets, and funding in the subsequent years of the Ten-Year Ca_t_ Strategy is even less _enfifia_e with
_dN_u_ a_ets. Therefore, the_e is a sub_am_i _f_rence b_ween the amount of _vestment

recommended in the repo_ for all _ventoried Ciff a_ets and amoun_ allocated to the spe_fic_
identified inventoried a_ets in the Fou_Year Ca_t_ Plan. The City also i_ues an annual repo_ (the

"Recon_fiafion Report") that compass the recommended capRal _ve_ment with the ca_l spen_ng
_cmed by the City in the Fou_Year Cap_al Phn to the spec_c_ _entified inventoried a_ets.

The most recent Recondl_fion Repot, _sued in May 2003, concluded th_ the capital inve_ment in
the Fou_Year Cap_ Plan for the spe_fic_ identified inventoried assets funds 51% of the total
inve_ment recommended in the preced_g AIMS Repo_ i_ued in O_ober 2002, exdud_g _vestment

by DOE. DOE _ve_ment is excluded because its upcoming plan for asset _ha_iitm_n is not yet
fin_ed. Ca_tal _ve_ment _cmed in the Ten-Year Cap_ Strategy published in April 2003 will fund
an ad_t_n_ portion of the recommended _ve_ment. In the same Recon_l_tion Report, OMB
e_im_ed that 38% of the expense m_n_nance levels recommended were included in the financial plan.

Finan_ng Program

The following table sets fo_h the par amoum of bonds i_ued and expe_ed to be i_ued during the
2004 through 2007 fiscal yea_ to im_ement the FouvYear CapitM Program. See "SECTION VIII:
INDEBTEDNESS--|ndebtedne_ of the Ci_ and Ce_ain Other Entities"

200_2007 FINANCING PROGRAM

2004 2_5 2006 2007 To_l

On Mi_o_)

City Gener_ O_ation Bonds ................ $2,908 $3,111 $3_30 $3,100 $12,149
TFA ....................................... 145 0 0 0 145

TSASC (1) ................................. 74 14 0 0 88

Water Authofiff (2) ......................... 1,348 1,745 1,937 1,783 6_13
DASNY and Other Conduit Debt (3) .......... 651 230 316 230 1#27

Total ................................. $5,126 $5,100 $5283 $5,113 $20_22

Note: _gures exclude reining bonds and, with _spe_ to the TFA and the Water Amhofity, include notes and exclude bonds
th_ debase notes. Totals may not add due to rounding.

(1) TSASC _fle_s only amoums drawn to dine in fiscal year 2004 and _maimng to be drawn down ag_n_ a $150 raison Man

by _suing additional bonds to the U.S. Dcpanmem of Transpo_m_n pu_uam to the Transpo_ation Inka_ru_ure _nance
and Innovation A_ CTIFIA"L

(2) Water Amhofi_ includes a total allocation for _scrve funds of $629 mi_on.

_) DASNY and Officr Condmt Debt includes DASNY finandng of the Ci_ CouPs CaotM Program and three HHC pr_ects, the

Jay S_e_ DevcMpmem Corp. finandng of the 330 Jay _ project, and other project_ The amoun_ reflexed _ fiscM yea_

2004 through 2007 include a total allocation for reserve funds of $179 mffi_n.

TSASC has issued approximately $1.3 billion of bonds, which are payable from funds derived from
the seUlement of litigation with tobacco companies selling cigarettes in the United States and are not
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subie_ to the con_ufionN debt lim_ation. The downgrade of a m_or tobacco company has resuked in
a trapping event pursuant to wh_h TSASC must retain a potion of the TSRs it receives in a reserve
account for the benefit of its bondholders As a consequence, TSASC and the City are conNdering
NternatNes for diminating the trapping requiremenL _duding the refunding of TSASC_ out_and_g
bonds and other aRernatNes that do not involve such a refunding. TSASC does not intend to i_ue any
add_ionN bonds to the public under its current indenture but expects to continue to draw down a
$150 million loan by i_uing addRionN bonds to the U.S. Depa_ment of Transpo_ation pu_uant to
TIFIA.

The City_ financing program also includes the issuance of bonds and notes by the TFA, which are
secured by the City_ pe_onal income tax revenue_ and sales tax revenues if pe_onal income tax
revenues do not sat_fy spedfied debt ratios, and which are not su_e_ to the constitutional debt
_m_ation. The TFA has issued its _atutory ma_mum of $11.5 bilfion of bonds and notes for City cap_al
purposes. The TFA is also authorized to have outstanNng $2.5 billion of Recovery Notes and Bonds to
pay Recovery Co_s, of which approximate_ $2 billion is out_andin& The City used $1.5 billion of
proceeds of Recovery Bonds and Notes in fiscal year 2003 to compensate for revenue losses that are
Recovery Co_s See "SECTION VIII: INDEBTEDNESS--Indebtedne_ of the City and Cenain Other
Entities--Limitations on the Ci_3 Autho_ to Contraa Indebmdness."

In addRion, the City_ finan_ng program includes the _suance of water and sewer revenue bonds by
the Water Authority which is authorized to issue bonds to finance capital inve_ment in the City_ water
and sewer sy_em. Pursuant to State law, debt serv_e on this _deb_dness is secured by water and sewer
fees paid by users of the water and sewer system. Such fees are revenues of the Water Board and the
Water Board holds a lease interest in the City_ water and sewer sy_em. A_er proving for debt serv_e
on obligations of the Water Authority and cenMn _dentM cost_ the revenues of the Water Board are
paid to the City to cover the CityX costs of operating the water and sewer system and as rental for the
system. The City_ Ten-Year Capital S_ategy covering fiscal yea_ 2004 through 2013 proje_s Cityffunded
water and sewer _vestment (wh_h is expe_ed to be financed with proceeds of Water Authority debt) at
approximat_y $16.24 billion of the $46.8 billion Cityffunded ponion of the plan. The CityX capitM
comm_ment plan for fiscal years 2004 through 2007 refle_s total anticipated City-funded water and sewer
comm_ments of $7_ billion which are expe_ed to be financed with the proceeds of Water Authority debt.

The City is su_e_ to _atutory and regulatory _andards relating to the quMity of its drin_ng wate_
The City_ water supply now mee_ all techn_M _andards and the CityX current effo_s are directed
toward protection of the wate_hed arem A full scale water _eatment fadlity to filter Croton sy_em water
is required under a federal consent decree. Since 1993, the Un_ed States En_ronmentM Prote_ion
Agency ("USEPA'O has issued fil_ation avoidance determ_ations ("FADs") pu_uant to which the City
is net required to filter water from the Ca_kill and DeMwme Sy_ems. On November 26, 2002, USEPA
announced the i_uance of a new FAD wh_h supersedes previous determinations and will remMn in ef_
until fu_her determination is made, now scheduled for April 2007. The 2002 FAD prov_es that the City
take action over the next five yea_ to pro_ the Ca_kill and Delaware water supples and ju_ify the
continuation of fiRration avoidance. The City has estimated that if fi_ration of the Cats_ll/Ddaware
water supply sy_em is ultimate_ required, the con_rucfion expen_tures required could be between $3
billion and $4 billion.

Implementation of the finandng program is dependent upon the abi_ty of the City and other
finandng entit_s to market their securities successful_ in the publk credit marke_ which will be su_e_
to prevM_ng market conditions at the times of sale. No assurance can be given that the credit markets will
absorb the preened amounts of public bond sales. A fignificant portion of bond financing is used to
r_mbu_e the City_ GenerM Fund for capAal expenditures already incurred. If the City and such other
entities are unable to sell such amoun_ of bond_ it would have an adve_e ef_ct on the CityX cash
positiom In additiom the need of the City to fund future debt serv_e costs from current operations may
also limit the CityX capital program. The Ten-Year CapitM Strategy for fiscal years 2004 through 2013
totals $49.3 billion, of which approximate_ 95% is to be financed with funds bo_owed by the City and
such other entities See "SECTIONVIII: INDEBTEDNESS--Indebtedne_ of the City and Ce_Mn Other
Entit_s--Limitations on the Ci_ Autho_ to Contra_ Indeb_dnes_" CongresfionM devdopmen_
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affecting _deml taxation geneml_ could reduce the mark_ value of _x-_vo_d _ve_men_ and

increase the de_erfice costs of carry_g out the cu_ent_ _exempt m_or poaion of the City_ capffal
plan. For _formm_n concem_g _m_n which, if de_rm_ed against the Cit5 could have an adve_e
impa_ on the amount of debt the City can have outs_nding under _e general de_ limit (defined as 10%

of the average full value of taxable real estate in the City _r the most recent five yea_), see "SEC_ON

IX: O_HER INFORMATiON--Litigation--Taxes."

Seasonal Finandng Requirements

The City since 1981 has fully sat_fied its seasonal financing needs in the publ_ credit markets,
repa_ng all sho_erm obligations wffhin their fiscal year of _suance. The City anticipates that its

seasonal financing needs for its 2004 fiscal year wiB be satisfied by the issuance of the Notes. To finance

i_ proje_ed cash flow needs, the City issued $l.5 billion of sho_derm ob_gations in fiscal yea_ 2003 and
2002, $750 million of sho_4erm obl_ations in fiscal years 2001 and 2000, $500 million of sho_4erm

obligations in fiscal year 1999 and $1.075 billion of sho_erm obi_ations in fiscal year 1998. The delay
in the adoption of the Stateh budget in certain past fiscal years has required the City to issue sho_derm

notes in amoun_ exceeding those expected early in such fiscal years.

SECTION VIII: INDEBTEDNESS

Indebtedness of the City and Ce_n Other Entities

Ou_mnding City, MAC and PBC Indeb_dness

The following table sets forth out_anding _debtedness having an in_ial maturity greater than one
year _om the date of issuance of the Cit_ MAC and the PBCs as of June 30, 2003.

(In Thou_n_)

Gross City Long-Term Indebtednes_l) ...................... $2%401_50

Less: A_ets Held for Debt Serv_e(1) ..................... 358_50

Net City Long-Term Indebtedness ....................... $29_42_00

Gross MAC Long-Term Indebtedne_(2) ..................... 2,151,320
Less: Asse_ Held for Debt Serv_e(2) ..................... 29fl72

Net MAC Long-Term Indebtedness ..................... 2,121_48

PBC Indebtedness(3)

Bonds Payable .......................................... 493_33
Capital Lease Obl_ations ................................ 1fl90_87

Gross PBC Indebtedness ............................... 2_84_20

Less: A_e_ Held for Debt Service ...................... 225,556

Net PBC Indebtedness ................................. 2,058,764

Combined Net CitN MAC and PBC Indebtedness ....... $33223,112

(1) With respect to Ci_ long-term indebtedness, "Asse_ Held for Debt Service" consists of General Debt Serv_e Fund asset_ and

$6(0 mi_on pfinopal amoum of City serial bonds held by MAC. Amoums do not _dudc _e _deMedness of _e TFA and

TSASC, wh_h were $12D M_on (including $2 MH_n of Recovery Bonds and Notes) and $1.2 bflfion, respe_Nd_ as of
June 30, _3.

(2) With _speO to MAC _deb_dne_, "A_e_ He_ _r DcM Servke" con_s of a_e_ hdd in MACh debt se_ke _nds less

accrued _aM_s for interest payable on MAC _n_rm indebtedness plus amoums he_ in reserve funds _r payment of

pfindpM of and inte_st on MAC bonds. Other MAC funds, while net spedficM_ _edged _r _e paymcm of pfindpM of and

_ on MAC bond_ are Mso avMMMe for the_ purposes. For fu_hcr information _garding MAC inde_edness and a_e_

held _r debt _rvice, see "Municipal As_ance Corporm_n Indebtedness" below.

(3) "PBC Indebtedness" re_ to Ci_ oM_mions to PBC_ For _nher _formafion _gar_ng _e _debtedness of cenMn PBCs,

see "Publ_ Benefit Corpor_n Indebtedness" below.
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_d _ Ou_mn_ng _t _ MAC and PBC _d_dn_s

The _l_wing table shows the trend in the om_an_ng net _n_e_ and net sho_qerm debt of the
and MAC and in net PBC indebtedness as of June 30 of each of the fiscal yea_ 1989 _ugh 2_3.

(In M_

1989 .................... $ 9_32 $-- $6,082 $ -- $ 780 $16,194

19_ .................... 11.779 -- 5,713 -- 782 18,274

1991 .................... 15 293 -- 5_65 -- 803 21,361

1992 .................... 17 916 -- 4,657 -- 782 23,355

1993 .................... 19 624 -- 4A70 -- 768 24_62

1994 .................... 21 731 -- 4_15 -- 1,114 27_60
1995 .................... 23 258 -- 4,033 -- 1,098 28_89

1996 .................... 25 052 -- 3,936 -- 1,155 30,143

1997 .................... 26 180 -- 3,717 -- 1,182 31_79

1998 .................... 25 917 -- 3,108 -- 1,129 30,154

1999 .................... 26 287 -- 2,809 -- 1A03 30_99

2000 .................... 25 543 -- 2A77 -- 1_75 29,595
2001 .................... 25 609 -- 2,019 -- 1,533 29,162

2002 .................... 27 312 -- 2_25 -- 1_37 31_74
June 30, 2_3 ............ 29 043 -- 2,122 -- 2_59 33,224

Amounts do not _dude debt of the City hdd by MAC. See "Outstanding City, MAC and PBC lndeb_dness--note 2."

Amounts do not _dude indebtedness of the TFA and TSASC. which were $12.0 billion 0ncluding $2 bi_ion of Recovery

Bonds and Notes) and $12 billion, respectivd_ as of June 30, 200_

MAC reposed out_an_ng long-term indebtedness without redu_ion for reservc_ as f_lows: $7_07 m_ion, $_901 m_ion,

$6M71 mi_on, $5_59 mi_on, $5304 m_ion, $4_91 mi_on, $4_94 m_ion. $4_63 mi_on, $4267 m_ion, $3,895 milliom

$3,532 milliom $3217 mi_on, $3217 mi_on, $2,880 mi_on and $2,151 million as of June 30 of each of the yea_ 1989 through
2003.

Net of reserves. See "Out_anding Indebtedness--note 2." Component Uni_ are PBCs included in the City_ finandM

_atements. For more _formation concerning Component Un_ PBC_ see "Publ_ Benefit Corporation Indebtedness" below.

Ca_M_ions of n_ MAC indebtedne_ include the totM bonds outstan_ng under MAC_ 1991 General Bond Resolutions and

accrued intere_ on those bonds less the amoun_ held by MAC in its debt service and reserve funds.

Rapidi_ of Principal Retirement

The fo_owing tab_ deter, as of June 30, 2003, the cumulatNe percentage of total City general
obl_ation debt out_anding that _ schedu_d to be retired in accordance with i_ terms in each prospective

five-year period.

Pe.od Oe_ _c_i_e _ _e _fe nt

5 years 25.51%

10 yea_ 50.24

15 yea_ 71.37
20 yea_ 88.05

25 years 96.95
30 years 99.91
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City, MAC and Ciq-guaran_ed PBC Debt Serv_e Requiremen_

The following table summarizes future debt service req_rements, as of June 30, 2003, on City and
MAC term and serial bonds out_anding and City-guaranteed debt of and cap_al _ase obligations to
certain PBCs.

City Lon_Term DeM C_°a_nTt
Ci_ MAC

Pfindp_ Gua_eed Debt
_scal Yea_ of Bon_) l_e_M_) DeM(2) Se_e(_ Tot_

_n Tho_and_

2004 ...................... $ 1N63_80 $ 1N91_17 $ 197,989 $ 505_43 $ 3N58N29

2005 ...................... 1_5_700 1_25_16 207,437 495_36 3_85_89

2006 ...................... 1_11293 1_34_74 204_39 497,098 3_47_04

2007 ...................... 1_3_545 1254321 198,805 492N96 3N7_167

2008 through 2147 .......... 22_81,182 11,165N95 L990f157 494,461 (4) 37_32295

TotN .................... $29,042,800 $16_72fl23 $3fl99_27 $2N85_34 $52,000,484

(1) Includes den service on generM obligation bonds on]_

(_ Componem U_u a_ PBCs _duded _ the Ci_ finand_ _atements. For ad_fionM m_rmafion concer_ng _ese PBC_ see

"Public Benefit Corpor_n Indebtednes_ bdo_

_) It _ expec_d _ sub_amiM_ all of MACg om_an_ng debt wi_ be paid with the proceeds of bonds expe_ed to be i_ued

by the SMes Tax Asset Rec_va_e Corporation. Such bonds will be secured by a $170 mill_n annum paymem from LGAC.
See "SECTION l: RECENT _NAN_AL DEVELOPMENTS."

(4) Amoum shown is _r fiscM year 200&

Certain Debt Ra_os

The fo_owing table se_ fo_h information for each of the fisc_ yea_ 1989 through 2002, with respe_
to the appro_mate ratio of debt to certain econom_ fa_o_. As used in this table, debt includes net City,
MAC, TFA, TSASC and PBC debt.

Debt _ % of Tot_
Taxa_e Re_

Prope_y By
Debt EMim_ed
Per A_e_ed F_I

F_al Year Capita VaCation VaCation(I)

1989 ............................................ $2202 25.4% 4.6%
1990 ............................................ 2_90 26.0 4.5
1991 ............................................ 2,920 28.0 4.5
1992 ............................................ 3,193 27.9 3.9
1993 ............................................ 3,388 30A 3.8
1994 ............................................ 3,687 34.1 3.7
1995 ............................................ 3_92 37.2 4.1
1996 ............................................ 4,122 39.2 7.1
1997 ............................................ 4,218 40.2 8.3
1998 ............................................ 4,363 41.0 9.0
1999 ............................................ 4fi62 42.2 10.4
2000 ............................................ 4,854 42.0 10.6
2001 ........................................... 4_28 40.9 102
2002 ............................................ 5_83 41.8 10.0

Source: Comprehen_ve Annu_ Finano_ Repo_ of the Com_r_r for the fiscal year ended June 3_ 2002.

(1) Based on full v_uafions for each fiscal year derived _om the ap_n of _e spe_ equitation ratio reposed by the S_

Board for such fiscal yea_
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of Debt to Pe_onal Income

following table sets fo_h, for each of fisc_ yea_ 1984 through 2000, debt per cap_a as a
percentage of pe_onal income per cap_a in current doi_. As used in this table, debt includes net Cit_

TFA, TSASC and PBC debt.

Debt Debt per Capita
per Pe_on_ _come _ % of Pe_on_

_scal Ye_ Capita per Capi_(D _come per Capita

1984 .............................. $1,695 $15_81 1_67%
1985 .............................. 1_23 16_19 10.18

1986 .............................. 1,833 18318 10.01

1987 .............................. 1_93 19,488 9.71

1988 .............................. 2_41 21_79 9.50

1989 .............................. 2202 23,004 9.57
1990 .............................. 2_90 24_93 10.00

1991 .............................. 2,919 25_77 11.42

1992 .............................. 3,192 27_31 11.68

1993 .............................. 3387 27_77 12.06

1994 .............................. 3,686 28_16 12.98

1995 .............................. 3,891 30,192 12.89

1996 .............................. 4,122 32,147 12.82

1997 .............................. 4218 33_28 12.69
1998 .............................. 4,363 35,606 12.25

1999 ............................. 4_62 37,234 12.52

2000 .............................. 4,854 37_65 12.92

Comp_hensive Annual _nandN Repo_ M _e ComNroller _r the fiscN year ended June 3_ 2_2.
Pe_onal income is me_u_d be_ the deduction of pe_n_ _¢ome t_ and _her p_n_ _x_.

Cenain Prov_ions for the Payment of Ciq lndeb_dness

The State Con_ution requires the City to make an annual appropriation for: (i) payment of intere_
City _debtednes_ (ii) redemption or amortizat_n of bonds; (iii) redemption of other City

_debtedness (except bond anticipation notes ("BANs"), tax antidpation notes, revenue antidpation
and urban renewal notes ("URNs'3 contracted to be paid in that year out of the tax levy or other

revenues); and (iv) redemption of sho_aerm indebtedness i_ued in antidpation of the col_ction of taxes
revenues, such as tax anticipation notes, revenue anticipation notes and URNs, and renewah of

sho_erm _debtedness which are not retired w_hin five yea_ of the date of ofiNnN issue. If this
appropriation is not made, a sum suffident for such purposes mu_ be set apa_ from the fir_ revenues
therea_er receNed by the City and mu_ be applied for these purposes.

The C_y_ debt serv_e appropriation provides for the intere_ on, but not the pfindpN oL sho_qerm
_deb_dnes_ which has in recent yea_ been issued as tax ant_ipation notes and revenue antiNpation

such pfindpN were not provided for from the antidpated source_ it would be, like debt serv_e
bonds, a general obligation of the Cit_

Pu_uant to the FinandN Emergency Act, a general debt serv_e fund (the "General Debt Service
or the "Fund") has been e_ablNhed for the purpose of paying Month_ Debt Service, as defined
Aa. In addition, as required under the A_, a TAN Account has been establ_hed by the State

ComptrN_r w_hin the Fund to pay the pfindpN of outstanding City tax anticipation no_s. A_er
not_cation by the City of the date when principal due or to become due on an out_anding issue of tax
anticip_ion notes will equal 90% of the "avNNble tax levN" as defined in the A_, with respect to such

the State Comptrol_r must pay into the TAN Account from the cold,ion of real estate tax
paymen_ (after pa_ng amoun_ required to be deposi_d in the GenerN Debt Serv_e Fund for Month_

Service) amoun_ suffiNent to pay the pfinNpM of such TANs. SimiNdN a RAN Account has been
e_abfished by the State Comptrol_r w_hin the Fund to pay the pfindpN of out_anding City revenue
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anticipation notes. Revenues in anticipation of which revenue anticipation notes are _sued must be
deposi_d in the RAN Account. If revenue confi_s of State or other _venue to be paid to the City by the
Sta_ ComptrolML the State ComptrolMr mu_ depo_t such revenue dke_ into the RAN Account on
the date such revenue is payable to the City Under the A_, after not_cation by the City of the date when

prin_pM due or to become due on an out_anding issue of revenue antidpatMn notes will equM 90% of
the total amount of revenue against which such revenue antidpation notes were _sued on or before the
fi_h day prior to the maturity date of the revenue anfidpation notes, the State ComptrolMr must
commence on such date to retMn in the RAN Account an amount sufficient to pay the prin_pM of such

revenue anfidpation notes when due. Revenues req_red to be depos_ed in the RAN Account vest
immediate_ in the State Comptroller in trust for the benefit of the holders of notes issued in anfidpation
of such revenue_ No pe_on other than a holder of such revenue anddpation notes, has any right to or
claim agMn_ revenues so held in trust. Whenever the amount contMned _ the RAN Account or the TAN

Account exceeds the amount required to be retained in such Account, the excess, including earnings on
_ve_ment_ is to be withdrawn from such Account and paid into the General Fund of the City

Limitations on the Ci_ Autho_ to Contra_ Indeb_dness

The Finan_M Emergency A_ imposes various limitations on the i_uance of City indebtednes_ No
tax anticipation notes may be issued by the C_y which would cause the prin_pM amount of such issue of
tax anti_pation notes to exceed 90% of the "availaMe tax MvB" as defined in the A_, w_h respe_ to such
issue; tax anfidpation notes and renewa_ thereof mu_ mature not later than the last day of the fiscal year

in which they were issued. No revenue anticipation notes may be issued by the City which would cause
the prin_pM amount of revenue anticipation notes out_anding to exceed 90% of the "available
revenue_" as defined in the A_, for that fiscM yea_ revenue anticipation notes mu_ mature not later than
the last day of the fiscal year in which they were issued; and in no event may renewMs of revenue
anticipation notes mature later than one year subsequent to the last day of the fiscal year in which such
revenue antidpation notes were ori#nM_ issued. No BANs may be issued by the City in any fiscal year
which would cause the prindpM amount of BANs out_andin_ together with interest due or to become
due thereon, to exceed 50% of the prin_pM amount of bonds i_ued by the City in the twelve months
immediat_y preceding the month in which such BANs are to be issued; BANs must mature not later than

s_ months aRer their date of _suance and may be renewed once for a period not to exceed s_ months.
Budget Notes may be i_ued only to fund cost overruns in the expense budget; no Budget Notes, or
renewMs thereoL may mature later than sixty days prior to the la_ day of the fiscal year next succeeding
the fiscal year during wh_h the Budget Notes were ori#nally issued.

The M#_ation which created MAC _he "MAC Act") contains two limitations on the amount of
sho_-term debt which the City may i_ue. As of June 30, 2003, the maximum amount of additionM
sho_4erm debt which the City could issue was $7.26 billion under the fi_t fimffmion. The second
_m_ation does not prohibit any i_uance by the City of BANs or sho_erm debt issued and payable
within the same fiscal yeaL such as tax anticipation notes and revenue ant_ipation notes. HoweveL
su_ect to the other re_ricfions and requiremen_ described above, as of June 30, 2003, the maximum
amount of tax antidpation notes, revenue anticipmion note_ or Budget Notes issued in the current fiscal
year and maturing next fisc_ yeaL that the City could _sue was appro_mat_y $841A milfion under the
second fimhation. These fimitation_ and other re_ri_ions on matufit_s of City notes and other
requiremen_ described above, could be amended by State _atNe a_ion.

The State Constitution provides that, with certain exceptions, the City may not contract indebted-
ness, _duding contra_s for capital pr_ec_ to be paid with the proceeds of City bonds ("contracts for

capital pr_e_s"L in an amount greater than 10% of the average full value of taxab_ real estate in the City
for the most recent five yea_ (the "general debt limh'_). See "SECTION IV: SOURCES OF CITY
REVEYUES--Re_ E_ate Tax--Assessmena" For _formatio'n _oncerning lit_ation which, if determined
ag_n_ the Cit_ could have an adve_e impa_ on the amount of debt the CRy can have outstanding under
the general debt limb, see "SECTION IX: OTHER INFORMATlON--Lit_ation--Taxe£" Certain indebted-
ne_ ("excluded debt") is excluded in ascen_ning the City_ authority to contract indebtedne_ wRhin the
consfitution_ fimit. Tax anticipation notes, revenue antidpation notes, BANs, URNs and Budget Notes
and long-term _deb_dness i_ued for certain types of public improvements and caphal proje_s are

58



considered excluded debt. The City_ authority for variable rate bonds is current_ hmite& with _atutory
exception_ to 10% of the general debt limA. Prior to July 15, 2003, the City_ authority to issue variable
rate bonds was limited, with _atutory exception_ to 25% of the debt limit. The State Constitution also
provides that, su_e_ to M#_ative implementation, the City may contract indebtedness for low_ent
housing, nu_g homes for pe_ons of low income and urban renewM purposes in an amount not to
exceed 2% of the average assessed vMuafion of the taxable real estate of the City for the most recent five
yea_ (the "2% debt limit"). Excluded _om the 2% debt limA, a_er approval by the State ComptrolML is
indebtedness for ce_ain self-supporting programs aided by City guarantees or loans. N_ther MAC
indebtedne_ nor the City_ commAments with other PBCs (other than certain guaranteed debt of the
Houfing Authority) are chargeable against the City_ consfitufionM debt limit.

To provide for the City_ capkal program, the TFA and TSASC were create& the debt of which is not
su_e_ to the general debt limit of the City. Without the TFA and TSASC, or other M#_atNe relieL new
contra_uM commAmen_ for the City_ general obl_ation financed capAal program would have been
_nuM_ brought to a halt during the Finandal Plan period be#nn_g early in the 1998 fiscal yea_ The
TFA has issued its _atutory ma_mum of $ll.5 bil_on of bonds and notes for City capital purpose_
TSASC announced on September 15, 2003, that it does not intend to _sue any addifionM bonds to the
public under its current indenture but expels to continue to draw down a $150 million loan by issuing
addAional bonds to the U.S. Department of Transportation pu_uant to TIFIA. The City_ cu_ent
projections indicate that it has suffident financing capa_ty to compMte its Ten-Year Ca#tai Strateg_

The following table se_ foah the cakdation of the debt-incurring power of the City and TSASC as
of September 30, 2003.

(_ Tho_and_

Total City Debt-Incurring Power under General Debt Limit .... $39,990,801
Gross Debt-Funded ....................................... $28_87_45

Less: Excluded Debt ...................................... 495,189

27_92fi56

Less: Fiscal Year 2004 Appropriations for Prinrp_ of Debt ... 339,880

27_52fi75
Con_a_s and Other Liabii_ies, Net of P_or TSASC and TFA

Finan_ngs and Re_ricted Cash ........................... 5,503,702

Total Indebtedness ........................................ 33,15_377
Less: Anticipated TSASC Debtqncurring Power .............. 88,000 33_68377

City and TSASC Deb_Incurring Powe_l) ................... $ _922_23

Note: Numb_s may n_ add due _ _un_n_

(1) W_hom the creation of the TFA and TSASC, the dc_qncurring capadty of the Ci_ under the general debt _miL as of
Sep_mber 3_ 2003, would have been exceeded by $6.8 billion.

Federal Bankruptcy Code

Under the Feder_ Bankrup_y Code, a petition may be filed in the federal bankruptcy cou_ by a
municipality which is insolvent or unable to meet i_ debts as they mature. The filing of such a petition

would operate as a _ay of any proceeding to enforce a claim against the Cit_ The Federal Bankruptcy
Code requires the municipality to file a plan for the adju_ment of its debts, which may modify or alter
the rights of credito_ and may provide for the municipa_ty to issue indebtednes_ which could have
priority over existing credAo_ and which could be secured. Any plan of adju_ment confirmed by the
court must be approved by the requ_Ae m_ofity of credAor_ _ confirmed by the bankruptcy coup, the

plan would be binding upon all credAors affe_ed by it. Each of the City and the Control Board, a_ing
on behalf of the Cit5 has the legal capacity to file a petAion under the Federal Bankruptcy Code.

Munidpal Ass_tance Corporation Indebtedness

MAC was organ_ed in 1975 to provide financing as_ance for the City and a_o to exerc_e ce_ain
review functions with respea to the City_ finances. Since its creation, MAC has provided, among other

I
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things, finandng a_istance to the _ by _n_ng m_udng _ _o_rm debt and t__ _ _e
City funds received from sales of MAC bonds and notes. MAC is amhori_d to _sue bonds and notes
payable from certain stock t_ns_r t_ revenues and the _ty_ potion of the State sales tax derived in
the City an& _e_ _ _n prior d_m_ State per capita aid __ payable by the State to the C_y
These revenues are paid, su_e_ to appropriation, _re_ by the State to MAC to the extent they are
needed _r MAC debt _e, MAC _e fund _q_men_ or MAC __ expense_ revenues
which are not needed by MAC are paid by the State to the _ _ _r _e _ock trander tax revenues,
which are rebated to the paye_ of the tax. MAC bonds and notes constitute general oN_ns of MAC
and do not constitute an en_ea_e __ or debt of e_her the St_e or _e _ F_ by _e State

to continue the _p_ of such taxes, the redu_n of the rate of such taxes to rates less than those
in e_ct on July 2, 1975, _ilu_ by the State to pay such aid revenues and the _du_n of such aid
revenues below a spedfied level are included among the even_ of defauR in the _s_ a_h_ng
MAC_ _n_rm debt. The occurrence of an event of defauR may result in the a_e_t_n of the
m_uri_ of all or a posen _ MAC_ debt.

As of June 3_ 2003, MAC had o_and_g an ag_eg_e _ _im_e_ $2.151 billion of its bonds.
MAC _ author_ed to i_ue bonds and notes to re_nd _s o_an_ng bon_ and notes and to fund cen_n

Pu_ic Benefit C_r_ Indebtedness

_ _nan_ _mm#_n_ _ PB_

PBCs are co_o_ governmental agencies created by State law to finance and operate pr_e_s of

a gov_nmem_ nature or to provide governmental _. G_e_ PBCs issue bonds and notes to
finance con_m_n of housing, _s_, dorm_ofi_ and other _1_ and receive revenues _om the
c_ction of fees, charges or rentals _r the use _ _ek hdl_, _du_ng sub_d_s and other paymen_

from the govemmen_l e_y whose residen_ have benefited from the _ and _d_s provided by
the PBC. These bonds and notes do not cow,me debt of the City unless exp_ly guamn_ed or

a_umed by the Cit_

The _ff has unde_aken various types of financial comm_me_s with ce_ain PBCs wh_h, although
they gener_ do not represent City indeb_dn_s, have a _mi_r budgetary e_. During a Contr_
Period as defined by the Hnano_ Eme_ency A_, nether the _ty nor any Covered O__ may
enter into any a_angeme_ whereby the revenues or credit of the C_y am di_Oly or __ pledged,
encumb_e_ comm_d or prom_ed for the payment of __s of a PBC unless approved by the
Conuol Boa_. The prinop_ _rms of the _ty_ finandal comm_men_ with _spe_ to PBC debt
__s are as _l_ws:

1. G_mn_--PBC indebtedness may be dkealy gu_a_d by the Cit_

2. _al Le_e __n_ are leases of hdl_s by the Ciff or a Covered O_an_
tion, entered into with PB_, under wh_h the _y has no lhNfi_ beyond moni_ legally av_hb_

_r _e paymem_ State law _ pmfid_, howeve_ _ in the event the _ff _ih to make any
required lease payme_, the amount of such paymem will be deducted from State aid _he_
payable to the City and _11 be paid to the PBC.

3. _umd __h_ _e _ pu_uant to wh_h the City _ _g_ o_ed _ make the
required rental paymem_

4. _l R_ _nd Arm_em_u--Un_r these _n_men_, State law _qui_s the PBC
to m_n a cap_al _e fund in a speofied minimum amoum to be used solely _r the payment
of the PBC_ o__. State law fu_her provides that in the event the capital _e fund is
_p_, State _d _i_ payable to the _ may be paid to the PBC to restore such fund.

The _ff_ financial _eme_s include MAC and ce_n PBCs, such as The New _rk City
Education_ Con_ru_n Fund _EC_) and the CUCE



New York Ci_ Educational Construct;on Fund

As of June 3_ 2003, approxim_e_ $117.0 mflfion pfindp_ amou_ of ECF bonds to finance co_s

related to the school potions of com_ned occupancy structures was outstan_ng. Under ECF_ leases

with the City, debt _e on the ECF bonds is payable by the Ciff m _e extent _i_ pa_y revenues are
not suffide_ to pay such debt _e.

New York Ci_ HouMng Au_o_q

As of June 30, 2003, the Ci_ had guaranteed $8.5 miil_n pfindp_ amount of HA bond_ The City
has aho guaran_ed the repayment of $104.1 miifion pfindp_ amount of HA indebtedne_ to the St_e,

of which the _deral government has agreed to pay debt service on $35.0 ruffian. The City aho pays
sub, dies to the HA to cover operating expense_ Exdu_ve of the payment of ce_n labor cos_, such

subsidies amounted to $21.2 mill_n in the 2002 fisc_ year and to $19.6 mflfion in the 2003 fiscal yeae

New York Sm_ Housing Finance Agency

As of June 30, 2003, $16&9 million pfinop_ amount of HFA refunding bonds relating to hospital and
family care faoht_s leased to the City was out_an_n_ HFA does not receive third pa_y revenues to

offset the City_ capital _ase obl_ations with respe_ to these bond_ Lease payments, wh_h are made by
the City seven months in advance of payment dates of the bonds, are intended to cover devdopment and

con_ruction co_ _duding debt serv_e, of each fadl_y plus a share of HFA's overhead and
administrative expense_

Dormito_ Au_o_q of _e _a_ of New York

As of June 30, 2003, $642.7 mill_n principal amount of DASNY bonds _sued to finance the defign,
construction and renovation of cou_ _cilR_s in the Ciff was ou_tandin_ The cou_ _fities a_ leased

to the Ci_ by DASN_ with lease paymen_ made by the Ci_ in amoun_ suffi_ent to pay debt se_e
on DASNY bonds and ce_ain _es and expenses of DASN_

I Ci_ Universi_ Construction Fund

As of June 30, 2003, approxim_dy $644.6 milfion pfinc_ amou_ of DASNY bond_ _l_ing to
CommunRy Col_ge h_l_, su_e_ to capital lease a_angemen_ was o_an_ng. The Ciff and the

_e a_ each responsible _r approxim_e_ one-haft of the CUCF_ annual _ntal paymen_ to DASNY
_r Commu_ff C_ge h61_es wh_h a_ aphid to the payment of debt _e on _e DASNY_ bonds

i_ued to finance the leased proje_s plus related overhead and adm_Ne expenses of the DASN_

New Yo_ Sta_ Urban Developmem Co_orati_n

As of June 30, 2003, $42.2 mi_on pfindp_ amou_ of New York State Urban Dev_opme_

Co_n _UDC_ bonds su_e_ to executed or proposed lease a_angemems was out_anding. The
Qff _ases schools and certain other hdfifies from UDC.
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SECTION IX OTHER INFORMATION

Pennon S_e_

The Ci_ m_n_ a num_r _ _ s_ p_vidi_ benefi_ _r _s em_oye_ and em_oyees
of various independent agendes 0ndud_g ce_ain Covered O_a_z_). The _s_ms comb_e

_u_s of a defined benefit pension plan with those of a defined _m_ _n plan. Membe_h_
in the _ty_ five m_or a_uafi_ _ems on June 30, 2002 cons_ted of _W_e_ 346,_ current

em_oyee_ of whom _p_x_dy 83_0 were emp_ye_ of ce_a_ _dependem agendes whose
pension costs in some cases are p_v_ed by City appropri_ns. In _n, there were _wo_m_dy

_1 _ retirees and benefidaries cu_em_ receiving benefits and other vested memb_s _rm_ed but

not receN_g benefits. The _ also contributes to three other actuarial _ems, m_ns a non-
actuarial r_emem _em _r retired _du_s not covered by the five m_or actuarial sy_ems,

provides other _p_emem_ benefits to retirees and mak_ comrib_ns to ce_n union annuiff funds.

Each of the City_ five m_or a_uafial pension s_ms is managed by a board of tru_ees which
includes _p_n_tN_ of the Ciff and the em_oyees covered by such sy_em. The C_y Come,Her _

the cu_od_n o_ and has been deigned inve_ment __s _ the m_or a_uafi_ sy_ems,
su_e_ to the polioes e_a_hed by the boards of trustees of the sy_ems and State la_

For fiscal year 2_3, the City_ pennon contributions _r the five m_or a_uari_ pension _ems,
made on a _u_ basis based on a_uafi_ valuations per_rmed as of June 30, 2_2, plus the other

pension _n_s we_ app_m_dy $1.750 Nll_m Expen_ p_e_s _r fi_ _a_ _ _h
2_7 are _tim_ed at $2.615 billion, $3.239 bflfion, $4.051 billion and $4.458 billion, _e_ These

figures are developed _om w_e_s p_pa_d _r the _nand_ Plan by the Chief A_ua_ and reflect
ce_ain a_u_mems and in_iative_ The baseline p_e_s reflect the A_ua_ _nding _m_n_ a

m_k_ value re,an in fiscal year 2000, and an eight percent _v_tmem return _m_n which is
governed by State la_ These w_e_o_ also i_o_e the _fim_ed costs of benefit _p_mem_
_du_ng au_m_ cost of living a_u_men_ _COL_) for retirees and e_gible benefioaries enacted
into law in 2_0. The Hnand_ Plan includes a ten-year phase-in period to fund the costs of this COLA.

In addk_n, these pr_e_ reflect the impa_ of negative inve_mem earnings of app_m_e_
8.3% in fiscal year 2_2. The ad_fion_ emp_yer contributions associated with these losses are _e_n
over the _equem five_ear per_ds in accordance with the a_uari_ asset v_u_n m_hod. The
_nano_ Plan also _dudes a reserve for _v_tme_ returns lower than the actuarial inv_tmem return

_m_ in fiscal year 2003.

Ce_n of the _s_ms provide pension benefits of 50% to 55% of "final pay" a_er 20 to 25 years of
service with ad_tion_ benefi_ _r _eque_ yea_ of service. For the 2003 fiscal yea_ the _ff_ total
annual pennon costs, mdud_g the City_ pennon co_s not a_odated with the five m_or a_uari_
_ems, _ Fede_l Social Securiff _x paymen_ by the City _r the yea_ are _tim_ed _ appro_ma_
18% of total payro_ costs. In add_o_ comrib_ are also made by ce_ain componem un_s of the City
and other governmem uni_ di_ to the three cost sharing multi_e em_oyer a_uafi_ sys_ms. The
State Con_ution provides that pennon rights of publ_ emp_yees are co_ra_u_ and shall not be
d_d or _&

Annu_ pension costs are compmed in accordance with Gov_nmem_ Accounting Standards Board
_a_mem Number 27 and are __t with gener_ accepted a_uarial prindp_ A_ual pension
comribm_ are less than annual pennon costs, primari_ because (i) the _ty is only one of the
_dp_g emp_y_s in the New _rk City Em_oye_' R_eme_ Sy_em _NYCER_'), the New
_rk _ty _h_s' R_eme_ Sy_em (the "_ Sy_em') and the New _rk City Boa_ of
Education Reti_ment Sy_em (the "BOE Sy_em') and (ii) Chap_r 125 of the Laws of 2000 _Cha_
125"), wh_h provides d_e _s and eligible benefidaries with amomatic COLA benefits be_nn_g
in Se_emb_ 2000, also pin,des _r a phaseqn _hedu_, __y extended _om five to ten yea_
by Chap_r 278 of the Laws of 2002, _r _nding the ad_t_n_ i_NI_ _e_ed by the benefi_ provided
by Cha_er 125.



For the New York City Police Penfion Fund, Subchapter Two (the "Pofice Fund") and the New York

City Fire Department Pennon Fund, Subchapter Two (the "Fire Fund"), Net Penfion O_mions
("NPO") of approximate_ $228.0 million and approximately $9_8 million, respectively, were recorded as
of June 30, 2002. In addition, the fiscal year 2003 anticipated changes are expected to result in NPO for
the Police and the Fire Fund of appro_mat_y $275.5 million and approximate_ $120.8 million,
respectively, as of June 30, 2003.

The following table sets forth, for the five m_or a_uari_ pennon systems, the amoun_ by which the
a_uafi_ accrued liabfl_ies exceeded the a_uafi_ values of assets for June 30, 1995 to June 30, 2001. For
those retirement sy_ems where the a_uari_ asset values exceeded the actuarial accrued fia_lit_s

(i.e., NYCERS for June 3_ 1995 to 1999, the Teache_ System for June 30, 1999 on15 and the BOE System
and the Poise Fund for June 30, 1999, 2000, 2001 and 2002) the amoun_ shown include zero for these
retirement sy_ems.

Un_nded
Pennon
_abH_y

June 30 Am(m_(1)
(In Billion_

1995 ........................................................ $4.03
1996 ........................................................ 4.29
1997 ........................................................ 4.28
1998 ........................................................ 4.64
1999 ......................................................... 15
2000 ........................................................ 17
2001 ......................................................... 21
2002 ......................................................... 19

(1) For purposes of ma_ng thc_ c_cd_n_ accrued pennon contributions rcc_vab_ from the _ we_ n_ t_ed as assets
of the _em.

For further _formation regarding the City_ pension sy_ems see "APPENDIX B--FINANCIAL
STATEMENTS--Notes to Finand_ Statement--Note E.5."

Litigation

The _llowing pa_aphs describe certain mmerial legal pro_edin_ and claims inv_ng the City
and Covered O_an_ other than routine _ation _den_l to the performan_ of their
gov_nmem_ and other _n_ns and certain other lh_m_n arising out of alleged con_utional

violation_ tons, breaches of contract and other violations of law and condemnation pm_eOn_. While
the ultima_ ou_ome and fiscal impa_, if an_ on the Ciff of the p_edin_ and claims described below
are not cu_em_ p_a_e, adverse d_m_ in cenain of them might have a martial adve_e

ef_ct upon the City_ a_liff to carry out the _nand_ Plan. The Ciff has _timmed that its po_mhl
future fia_y on account of o_an_ng d_ms against it as of June 30, 2002 amoun_d _ appro_mme_
$4.3 billion. See "SEC_ON VII: _NAN_AL PLny--Assumpt_ns--Expenditum A_umptions--2. Other
Than Pe_onal Services Costs--Judgmen_ and Claims."

1. Numerous real estate tax _omH p_in_ alleging o_Mum_n, _y and il_ga_y
a_ _nding ag_n_ _e Cit_ Based on h_ofi_l _me_ a_R_ and induing an _tima_d p_mium
for inequal_y of _s_smem, the City e_im_ i_ p_emhl future lh_y _r om_an_ng _mH
p_edin_ _ be $580 miil_n at June 30, 2002. For a d_c_s_n of the City_ accounting _e_me_ of its
_equ_iff and _e_u_ _p_u_, _e "APPEN_X B--_NAN_AL _M_--N_ to _nan_
_a_m_--N_e DS."

2. The City has b_ught proceedings ch_n_ng the final class ratios for class two and class four
prope_y ceaified by the State Board _r the 1991 and 1992 _mem rolg. Class ratios are used in real

p_pe_y tax _m_ p_edin_ inv_ng M_g_ _ _u_i_ of _s_smem and _t_s _ a_ too

low can result in more successful claims _r refunds for overpaymen_ than _Wo_. In a p_e_ng



consolidating the City_ ch_nges to the class ratios for the 1991 and 1992 assessment roH_ on
December 15, 1994, the Supreme CouP, New York County annulLd the class two and class four ratios for

those years and remanded the matter to the State Board for rec_culation of the ratios COherent w_h the
deo_on. Pursuant to a stipulation extending its time to appe_, the State Board has not yet appe_ed the

judgment, but if the off,hal class ratios were reinstated on appeal, it could lead to an increase in refunds
for overpayment of real prope_y taxes paid in the 1992 and 1993 fiscal years. The State Board and the
City have also agreed to toll the City_ time to ch_Lnge final class ratios for classes two and four for the
1993 and 1994 assessment roih, pending the outcome of effo_s to resolve the matter without fu_her

litigation. For addition_ informatio_ see "SECTION IV: SOURCES OF CITY REVENUES--Real E_ate
Tax Assessment."

3. A group of re_ prope_y taxpayers has brought a series of declaratory judgment actions charging
that Tax Resolutions adopted by the City Counol violate the State Constitution. Plaintiffs allege that the

spedal equitation ratios calculated by the State Board resulted in the over_atement of the average full
v_uation of real prope_y in the City with the resuR that the City_ real estate tax levy is in excess of the
State Con_ution_ re_ estate tax lim_. Actions relating to the real estate tax levies for fiscal years 1993,
1994, 1995 and 1996 have been commenced by groups of taxpaye_ and are pending in State Supreme

Court, Albany Count_ The fir_ such action was dism_sed on _anding grounds. Although pl_ntiffs do not
spedfy the extent of the alleged real prope_y overv_uation, an adve_e determination s_nificant_
redudng such limit could subject the City to sub_anti_ fiability for real prope_y tax refunds and could
have an adve_e impact on the amount of debt the City can have out_anding under the general debt limit

(defined as 10% of the average full value of taxable real estate in the City for the most recent five years).

M_o_

1. In three pending a_ns, _ seek broad i_un_Ne refief directed toward the Ciff_ lead
p_ po_o_ng p__ a_NR_s. In _e _der_ a_n, a c_ h_ _en _d __ of c_n
under the age of seven and pregnant women residing in housing owned by the City or where the _ty
_n_s _r_ commun_y devdopment b_ck grant funds. _ff_ are seeking warn_gs to tenants

of Lad paint hazards, ab_ement of lead paint ha_ and me_c_ mon_ofing of class member. On
Se_emb_ 23, 2003, the d_tfict cou_ _ated _s intention to approve the _' _t_emem a_eement
resoN_g the i_un_Ne relief d_ms against the Cit_

In one of the State a_ns, a class has been ce_ified _g of children under the age of seven

living in mdt_ dw_fings in New _rk _ff where a com_ of lead paint has been made which the
_ty _Lge_y has not time_ and adequ_e_ inspe_ed and abated. Orde_ were _sued in this action
_g _e City_ Depa_ment of Ho_g P__n and De_pmem and Depa_ment _ Health to
_sue __ in con_rman_ with the cou_ _r_m_n of Local Law 1 of 1982 governing the
_mov_ of Lad pai_ in re_dential b_. Whi_ both a_nd_ were in the process of _om_g_
these regu_fion_ the pa_ies to the Hfigation agreed to a stay of the relevant orde_ in contem_n of
_e change. In the summer of 1999, the _ty Coundl pa_ed and the Mayor signed a new local law
gov_ng lead paint in _s_enti_ b_ and _pe_ed Local Law 1 of 1982. A _wsuit was filed ag_n_
the _y ch_n_ng the new local law as having been passed in _n of State and _ en_ronme_
laws. On July 1, 2_3, the New _rk Cou_ of Appe_s ruled that Loc_ Law 38 was null and void because
the _ Coundi had failed to condu_ a proper enfironment_ a_e_ment. The dec_ion revues Loc_
Law 1, but the Court __ urged the pa_s to agree to an appmpfi_e _ay of en_mement of
certain pmfis_ of Local Law 1 as well as court orders im_pr_ing those pmv_o_ (as the _ _d
in the pa_) while the _ pu_ues appropda_ L_mNe _me_. The State cla_ a_ion a_o challenges
the City_ activities relating to the screening of children _r lead p_n_ the timd_s and adequacy
of en_ement e_s, and _spe_n of day care _. In another State a_ion, _ ch_Lnge

the City_ en_mement a_s with regard to lead paint in day care center, nu_ery schools and
_nde_a_e_. Adve_e de_rm_ations on these issues could resuR in sub_anti_ ad_t_n_ cos_ to the
_t_

In _n, appro_m_e_ 750 claims are pending ag_n_ the _ on behaff of ch_dren exposed to
lead in ap_tmems in the Ci_ The suits seek to hold the City liable _r _iling to fix lead paint hazards



_ Ck_owned _i_s _d _r _li_ _ en_e lead _ _andards in _va_y owned b_l_n_. Such
claims could cost the Ci_ in excess of $200 million in the future. On January 21, 2_3, the Un_ed States
Coua of Appe_s for the Second CircuR vacated a judgmem against the City _om the Ea_ern D_tri_
of New _rk _lming to the City_ _Hure to en_e lead paint _andards in a privme_ owned b_g and
_manded the case to State court.

2. In February 1997, a _rmer New _rk City school pfindpal filed an action in New _rk State
Sup_me Cou_ cha_en_ng the _ve_mem policies and practices of the R_ement Board of the
_' Reti_mem S_m _ The City of New _rk (the "S_ with _ga_ to a _mpo_m _ _e

Sys_m confi_g of member co_fib_ and earnings thereon known as the _fi_ B Fund (the
"Fund"). H_mfff alleges that the trustees of the Sy_em illegally m_m_ned the Fund as a fixedqncome

fund and _no_d a _q_mem that a sub_anti_ amoum of the Fund_ a_ets be invested in equity
securities. The de_ndams are the Sys_m and its _v_u_ trustee_ H_ntiff _e_ damag_ on behalf of
all Fund panidpan_ in exce_ of $2 billion. In May 1999, the Appdl_e DN_o_ H_t Depa_me_,
a_rmed the Sup_me Cou_ earlier denial of the de_ndan_' m_ion _r summa_ judgmem. The
d_cove_ p_fio_ dire_ed by the A_d_e Div_n has now been comp_d and de_nda_s have
moved _r _mma_ judgeme_. If the _ff _ _ pmv_l in this a_n, it could result in sub_anfi_
costs to the _t_

3. _o thousand _m_fix pe_onal i_u_ notices of claims tota_ng _p_x_dy $12 billion

related to the Se_emb_ 11 attack on the _rld _ade Center are pending ag_n_ the Cit_ Thirty a_ns
_em_g 1653 of these d_mams have been commenced against the Ci_ and have been _moved to
_der_ cou_ pu_uant to the Air _o_n and Sy_em _a_l_m_n A_, Pub. L. No. 10742, 115
Star. 230 (2_1) (the "A_), which grants exdusNe _de_l ju_d_n _r all clams related to or

_s_i_ from the Se_emb_ 11 attack. __ of these actions consist of claims filed by _ty
fi_figh_, poise office_, _n_ w_ _d con_ru_n worke_ alleging that adequate _i_
_e_ion w_ not provided during the _scue and _cove_ ope_t_. _o of the cases _ge wrong_i
death. On June 20, 2003, the Southern D_t of New _rk ordered that actions alleging i_uries _ng
_om exposure to _rld _ade Center debris on or be_re Se_emb_ 29, 2001 would _main in _de_l
coup, while those al_ng i_ufies based on exposure after that date would be remanded to state coup.
It is unclear what e_ the dec_ion will have on cases arising _om the Se_emb_ 11 attack and on the
__ of the Act_ li_n on the City_ lhN_y _r actions arising from the Se_emb_ 11 attack.
The City has appealed this dedfion. Ad_tion_ one action has been commenced in federal cou_ on
beh_f of eight san_ation worke_ who _ged_ su_ned ms_rmo_ i_ufies while working on ba_es
_anspon_g debris _moved _om the _dd _ade Center site. This case, howeve_ seeks recovery not
under the A_, but under a _pa_ _de_i _atute, and is the_ not su_e_ to the decision _om the
Southern D_tfi_.

The Ci_ _ ev_u_g seve_l de_n_s _ _e pe_on_ i_u_ d_ms, and has ente_d in_ __
with most of the __ d_mams staying the _ against the Ci_ until at lea_ November 2003
to enable the d_mams to decide whether to seek compen_t_n _om the _ctim _m_n_n Fund.
Due to the nature of the alleged _mo_ i_urie_ which may wo_en or improve over time, and the
un_n_n_ _g_ the number of d_man_ who will _timme_ _ek com_ation _om the _ctim
Com__ Fund, p_enti_ _a_y of the Ci_ is not possible to e_imme.

_o property damage claims relating to the Se_emb_ 11 attack allege s_n_cam damages. One,
_l_ing to 7 _dd _ade Center ("7 WTC'), _ges damages totaling app_m_e_ $1.1 billion, and is
brought by the insurer of the building owne_ wh_h has paid about $860 million _r p_pe_y dam_ and
Con Edison and its insurer_ which claim $314 miil_n _r the loss of the de_rical sub_afion over which

7 WTC was buiR. The d_m _g_ that a diesel fuel tank, which stored fuel _r eme_e_y b_up power
to the _ty_ O_ce of Emergency M_emem halley on the 23rd floo_ comribmed to the b_g_
c_a_ The _ty has entered into ag_emen_ with the 7 WTC d_mams staying that _ until
December 10, 2003, _e_by __ the d_man_ to pu_ue d_ms against other possible de_ndams
be_re _nh_ing d_ms against the Cit_

A second property _g_ has been commenced in both state and _de_l courts by the owne_ of
the building at 130 _be_y StreeL which su_ned a multiply gash at the north side of the building



when the World Trade Center towe_ collapsed. During subsequent operat_ns at the disaster site water
_om varied oper_ns _ the site _ged_ flowed into the b_ement of the b_l_n_ Pl_ntiffs _ge that
the building is now u_nha_b_ as a result of toxic mold res_ting from the water in the basement and
also _om toxic contam_an_ thin were depofi_d into the building through the gash from a plume

resulting _om the c_hpse of 7 WTC. They d_m th_ the Ci_ is liable for this damage due to the collapse
of 7 WTC and the City_ _ged _ilure to provide the building owner_ with access to the building for
purposes of amd_rafing the alleged mold con_fion. The alleged Io_ asse_ed by _ntiffs is approxP
m_dy $1.7 briton. The City removed the state action to _deral cou_ and then subsequently moved to
d_m_s both cases. On Augu_ 27, 2003, the cou_ issued an order d_m_fing both actions with leave for
the _ntiffs Io reread ce_ain d_m_ On September 1_ 200_ _ntiffs rep_aded sub_ant_l_ the same
claims. The City _ ev_uating its response. Addition_ly, the Ciff has filed a declaratory judgment a_ion
seeking to compel Libe_y Mutu_ to de_nd and indemni_ the City for the 130 Libe_y Street claim.
Libe_y Mutu_ had ori_n_ agreed to de_nd and _dem_ the City, however in June 2003 it informed
the Ci_ that it had d_erm_ed that it was not o_ated to de_nd or indemni_ the City.

4. On Augu_ 13, 2003, LGAC, its Ch_rpe_o_ the State DN_n of the Budget and its Dire_or

sued the Ci_ and STAR Corp. seeking to prevent the i_uance of bonds by STAR Corp., the local
deve_pment corpor_n expe_ed to finance the co_ of debt service on MAC debt otherwise payable
_om Ci_ sales tax revenue_ STAR Corp. debt is expe_ed to be paid _om the annual payment of $170
million from LGAC which the City would assign to STAR Corp. The State Supreme Court granted the

Ciff_ and STAR Corp._ mot_n for summary judgment. Pla_tif_ appealed that de_on to the State
Appdlate DNi_on which h_d pre_ous_ issued a prelim_ary i_un_n preventing STAR Corp. from
i_uing its bonds pending appeal. The appeal is expe_ed to be heard in Novembe_ See "SECTION I:
RECENT F_NANC_AL DEVELOPMENTS--2003-2007 Finan_ Plan."

_x Exem_ion

In the opinion of Sidley AuXin Brown & _od LLP,New _rk, New _rk, as Bond Counsel, except
as provided in the _l_wing sentence, interest on the Notes will not be _dudab_ in the gross income of
the owne_ of the Notes _r _rpo_s _ _ income taxation under _g _ Interest on the Notes
_11 be _duda_e in the gross income of the owne_ thereof retroactive to the date of issue of the Notes
in the event of a _u_ by the Ciff to comfy with ap_a_e __ _ _e ln_rn_ Revenue Code
of 1986, as amended (the "Code_, and covenan_ _g_ng use, expend_u_ and inve_ment of note
proceeds and the time_ payment of certain inv_tment earnings to the Un_ed States _su_; and no
opinion _ rendered by Sidley AuXin Brown & _od LLP as to the exdu_on from gross income of the
interest on the Notes _r _de_l income tax purp_ on or after the date on which any action is taken
under the Note p_e_n_ upon the approval of counsel other than such firm.

Interest on the Notes will be exem_ _om pe_onal income _s imp_ by the State or any p_
__ thereo_ _dud_g the Cit_

Interest on the Notes will not be a _c _e_e item _r p_p_ _ the _d_al in_du_ or
_rp_e _rn_Ne mi_mum tax. The Code contains other provisions that could result in tax
consequences, upon which Sidley Au_ Brown & _od LLe rende_ no opinion, as a result of owne_h_
of such Notes or the _du_on in certain comp_ (_dud_g without fi_n, those related to the

_rp_me _rnative minimum tax) of interest that is excluded from gross income. Interest on the Notes
owned by a _rp_n will be included in the c_c_n of the c__n_ _de_l _m_Ne
minimum tax l_li_

The excess, if an_ of the tax basis of Notes pu_h_ed as pa_ of the initial public o_g to a
pushier (other than a purchaser who holds such Notes as _ven_r_ stock in trade or _r sale to
cu_ome_ in the ordinary coupe of bu_nes_ over the amount payable at m_ufiff is "note we_u_"
N_e we_um is amo_ed over the term of such Notes _r _de_l income tax purposes. Owne_ of such
Notes are _qui_d to decrease their a_u_ed basis in such Notes by the amount of amo_a_e note
p_mium a_ributable to each taxable year such Notes are held. The amon_ab_ note p_mium on such
Notes _tfibu_e to a taxable year is not deductive _r _de_i income tax purp_; howeve_ U.S.
_e_u_ _l_s p_v_e that note p_m_m _ _eated as an of_et to qu_ed stated in_re_ receded
on such No_s. Own_s of such Notes should consult their tax _ _ respe_ to the d_erm_ation



for federal income tax purposes of the _eatment of note premium upon the sale or other disposition of
such Notes and with respect to the state and local tax consequences of owning and d_pofing of such
No_s.

Owne_hip of tax-exempt obl_ations may resuh in collateral tax consequences to ce_n taxpayer,
indudin_ w_hout fim_ation, finand_ _itution_ prope_y and casu_ty insurance compares, ce_ain
foreign corporations doing business in the Un_ed States, ce_ain S Corporations with excess pas_ve
income, indiv_u_ red_en_ of Social Security or railroad retirement benefits, taxpaye_ _ible for the
earned income tax credit and taxpaye_ who may bc deemed to have incurred or continued indebtedness
to purchase or carry tax_xempt obl_ion_ Prospe_Ne purchasers of the Notes shou_ consult their tax
adviso_ as to the appl_abH_y of any such coll_eral consequence_

Le_ation affe_g mun_ securities is con_ant_ being considered by the Un_ed States
Congres_ There can be no assurance that _ation enacted a_er the date of _suance of the Notes will

not have an adve_e effect on the _x-exempt _atus of the Notes. Le_atNe or regulatory actions and
proposa_ may also affect the econom_ value of the tax exempt_n or the market price of the Notes.

Ratings

The Notes have been rated MIG1 by Moody_ SP-I _byStandard & Poor_ and FI+ by F_ch. Such
ratings reflect only the views of Moody_, Standard & Poor_ and Fitch _om which an explanation of the

_gnificance of such ratings may be obt_ne& There _ no assurance that such ratings will continue for any
given period of time or that they will not be revised downward or withdrawn entirely. Any such downward
revision or w_hdraw_ could have an adverse ef_ on the market prices of such notes. On July 16, 1998,
Standard & Poor_ revised its rating of City bonds to A- from BBB+. On September 13, 2000, Standard
& Poor_ revised its rating of City bonds upward to A. On November 26, 2002, Standard & Poor_ issued

a negative outlook on City bonds and on May 27, 2003 changed the outlook to stable. Moody_ rating of
City bonds was revised in Augu_ 2000 upward to A2 _om A3. On November 15, 2001, Moody_ i_ued
a negative outlook on City bonds. On March 8, 1999, Fitch revised its rating of City bonds upward to A
_om A- and on September 15, 2000, Fitch revised its rating to A+. On December 23, 2002, Fitch issued
a negative outlook on City bonds.

Leg_ Opinions

The legality of the authorization and issuance of the Notes will be covered by the appro_ng _gal
opinion of Sidley Auxin Brown & Wood L_, New York, New York, Bond Counsel to the Cit_ Re,fence
should be made to the form of such opinion set fo_h in Appendix C hereto for the matte_ covered by
such opinion and the scope of Bond Counsel_ engagement in relation to the issuance of the Notes. Such
firm is also acting as counsel for and against the City in certain other unrented matte_.

Ce_ain legal mat_ will be passed upon for the City by its Corporation Couns_.

Morgan, Lewis & Bockius LEe, New York, New York, Special Counsel to the Cit_ will pa_ upon
certain legal mat_ in connexion with the preparation of this Offi_ Statement. A description of those
matte_ and the nature of the renew conduced by that firm is set forth in its opinion and accompan_ng
memorandum which are on file at the office of the Corporation Counsel. Such firm is also a_ing as counsel
against the City in certain unrelated m_.

Ce_ain legal matte_ will be passed upon by Clifford Chance us LLP, New York, New York, counsel

for the original purchaser_ Such firm is also acting as counsel for and again_ the City in ce_ain unrelated
maue_.

Reoffering by the Ofi_n_ Purchasers

The RANs and the TANs are being purchased _om the City by the original purchase_ thereof _ an

aggregate premium of $13_13_00 and $5_85_0_ respe_d5 and at a true interest cost of approxi-
mately .93565% and .92875%, respe_ely, c_c_a_d as prov_ed in the Notre of Sale. The ordinal
purchase_ may reoffer and sell the Notes at prices which may result in yields to maturity on the Notes
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w_ch are _ from the interest rates on the No_s. In add_ion, the ofi_n_ pu_ha_ may o_r to

sell Notes to ce_n dealers and others at prices lower than the in_ial publ_ o_ring price_ the pubfic
o_fing prices may be changed from time to time by the ori_n_ pu_hase_, and _ conne_n w_h their

_o_g of the No_s the ori_n_ pu_h_e_ of the N_es m_ o_all_ _ ef_ t_t_ which
_a_l_e or ma_ mark_ prices of the Notes at levels above those which might __ prev_l in the

open mark_. Such _il_n_ if commenced, may be _n_d at any time.

Co_g D_d_u_ __

As author_ed by the Act, and to the extent that (i) Rule 15c_-1_ _he "_u_ of the Securities and

Exchange Comm_on _) under the Securities Exchange Act of 1934, as amended (_e "1934 A_")
requires the __s (as defined in the Rule) of securit_s o_red hereby (under th_ _, if
_e_ _ _e Rule, _e "_riti_') to d_, _ a _ndition _ pu_h_ing _e _c_, _ _e _
will covenant to the e_ of the Unde_a_n_ and (ii) the Rule as so applied is authorized by a _de_l
law that as so con_rued _ within the powe_ of Congre_, the _ agrees with the record and benefid_
owne_ from time to time of the om_and_g securities (under this caption, if su_e_ to the Rule,

"N_eh_de_') the:

The _ty shall provide in a time_ manne_ to each n_ recogn_ed mun_p_ securities
_rmafion reposkory or to the Mu_dp_ Securities Ru_ma_ng Board, and to _y N_ _ State
-in_rmation depofitor5 notice of any _ _ _g _ w_h _spe_ to _e _cudfie_ if m_eri_:

(1) prinop_ and in_st paymem dd_quende_

_) non_aymem related de_;

(3) unscheduled draws on debt _e _ __ financial d_k_; "

_ unscheduled draws on cred_ enhancemems __ finand_ _cu_;

(5) substitution of cred_ or l_u_y profide_, or their _ilu_ to p_rm;

_) adve_e tax opinions or even_ a_ the ta_exem_ _atus of the _cufi_;

_) mod_cafions to righ_ of securi_ holders;

(8) bond cal_;

(9) de_anc_;

(10) release, subhuman, or sale of prope_y securing _payment of the __ and

(11) r_ing changes.

Even_ _) and _) are included pu_uant to a letter from the SEC staff to the N_ional A_od_n
of Bond Lawye_ dated Se_emb_ 19, 1995. Howeve_ events (3) and (8) may not be ap_a_ since the
terms of the securities do not p_v_e _r "debt service _" or "bond calh."

Even_ (4) and (5). The _ does not unde_ake to provide any notre with respe_ to cred_
enhanceme_ added after _e prima_ of_dng of the secudtie_ un_ the _y appfies _r or _n_p_

in o_n_g the enhancemem.

Event _) is relevant only to the extent interest on the securities _ mxm_m_.

At the d_e hereoL there is no New _rk Sta_ _rm_n dep_i_ and the n_n_ recognized

mun_ _riti_ in__ _po_fi_ _e: B_omb_g Mu_dp_ R_o_ 1_ Bu_ _
Drive, S_, New Jersey 08558; Standard & Poor_ J_. Kenny R_o_ 55 _ter Street, 45th Hoog
New _rk, New _rk 1_41; DPC Data Inc., One ExecutNe Drive, Fo_ Lee, New Jersey 07024; and
_ In_ra_Ne D_a, 1_ WHI_m Street, New _rk, New _rk 1_38, Attn: NRMSIR.

No No_h_der may institute any suit, action or p_e_ng _ law or in equity _d_) _r the
en_eme_ of the Unde_ak_g or _r any _medy _r breach thereoL unless such N_eho_ sh_l have
fi_d wRh the Co_n Counsel of the C_y ev_ence of owne_h_ and a wr_n notre of and reque_
to _ su_ b_h, and the Ciff shall h_e _d to _mp_ w_h_ a _ona_e time. All P_e_n_



shall be in_uted only as spedfied herein, in the federal or State coups located in the Borough of
Manhattan, State and City of New York, and for the equal benefit of all holde_ of the out_anding
securities benefitted by the same or a substant_l_ _mflar covenanL and no remedy shall be sought or
granted other than spedfic performance of the covenant at issue.

Any amendment to the Undertaking may only take effe_ i_

(a) the amendment is made in connection with a change in Orcumstances that arises _om a

change in legal requirement, change in law, or change in the idenfit5 nature, or status of the City,
or type of business conduced; the Unde_a_n_ as amended, would have complied with the
requiremen_ of the Rule at the time of award of the securit_s a_er taking into account any
amendments or interpretations of the Rule, as well as any change in drcum_ance_ and the

amendment does not materi_ imp_r the intere_s of Noteholders, as determined by pa_s
unaffiliated with the City (such as, but w_hout fimdation, the City_ financial advisor or bond

counseD; and the annual financial _formation containing Of appi_ab_) the amended operating data
or financial information will explain, in na_atNe form, the reasons for the amendment and the
"impact" (as that word is used in the letter from the staff of the SEC to the National Assodation of

Bond Lawye_ dated June 23, 1995) of the change in the type of operating data or financial
information being prodded; or

(b) all or any pan of the Rule, as interpreted by the staff of the SEC at the date of the
Unde_aking ceases to be in effect for any reason, and the City ele_s that the Unde_aking shall be
deemed terminated or amended (as the case may be) accordin_

For purposes of the Unde_akin_ a benefid_ owner of a security includes any pe_on who, directly
or indire_ly, through any contract, arrangement, understandin_ re_tionship or otherwise has or shares

investment power which includes the power to dispose, or to direct the d_pos_ion oL such secufit5
subje_ to certain exception_ as set forth in the Unde_a_n_ An assertion of benefid_ owne_hip must
be filed, with full documentary suppo_, as pa_ of the writmn request to the Corporation Counsel
described above.

Finandal Adfisor

The City retains Public Resources Ad_sory Group ("PRAG") to act as finano_ adv_or with respect
to the City_ financing program. PRAG is a_ing as financial advisor for the issuance of the Notes.

Fuflher _rmafion

The _nc_ herein to, and summari_ oL _deral, State and local laws, _dud_g but not limi_d
to the State Coleman, the Hnanoal Eme_e_y A_, the MAC A_ and the City Chane_ and
d_um_ a_men_ a_ court deds_n_ _du_ng bm n_ _mi_d to _e Hnano_ Plan, a_ summaries

of certain pro_s_ns thereoL Such summari_ do not puwo_ to be comp_ and are qualified in their
enfir_y by m_nce to such acts, laws, document, a_eemen_ or deds_n_ copies of which are ava_able
_r _spe_n during business hou_ at the o_ce of the Collation Counsd.

Copes of the most recent financial plan subm_d to the Control Board are available upon wfi_en
request to the Office of Mana_me_ and Budget, General Counsel, 75 Park Place, New _rk, New _rk

1_07, and copies of the publ_hed Comp_henfive Annual _nand_ Repots of the _m_ are
av_lab_ upon written request to the O_ce of the Com_l_ Depu_ Com_l_r _r Pu_ _na_
_h Floo_ Room 517, Mu_op_ B_ One Ccn_e St_et, New _rk, New _ 10_7. _nand_

plans are prepared quaked5 and the Comp_henfive Annu_ _nand_ Repo_ of the _m_
_y_l_ prepared at the end of O_ober of each yea_

Neither this O_oal _a_me_ nor any _eme_ which may have been made orally or in writing
shall be con_rued as a contract or as a pa_ of a contract with the original pu_h_e_ or any holde_ of
the N_es.

THE CITY OF NEW _RK
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APPENDIX A

ECONOMIC AND DEMOGRAPHIC INFORMATION

This secfon presents in_rm_n _garding ce_ain econom_ and demo_aph_ _nn_n about

the City All _rmation is p_n_d on a calendar year basis unless otherw_e ind_a_d. The data set
_h a_ the late_ av_b_. Sources of in_rm_n a_ _c_ed in the text or immediate_ folbwing the
tableK Akhough the City conMde_ the soumes to be _Ha_ the City has made no _depende_

verific_n of the _rm_n provided by non-City sources and does not wa_ant its accuracy

New York C_y Economy

The City has a highly d_e_ed econom_ base, with a sub_anti_ volume of business a_ity _ the

serv_e, whoksa_ and retail trade and manufa_uring indu_ries and is the location of many secufitie_

banking, law, accounting, new media and adve_g firms.

The C_y is a m_or seapo_ and focal point for international bu_nes_ Many of the m_or corporations
headqua_ered in the City are m_finat_n_ in scope and have exten_ve foreign oper_n_ Numerous

fore,n-owned compan_s in the Un_ed States are also headquartered in the City These firm_ wh_h have

increased in number substantially over the pa_ decade, are found in all se_o_ of the City_ econom_ but
are concentrated in trade, manufa_ufing sales office_ tourism and finance. The City is the location of the

headquarters of the Un_ed Nations, and several affili_ed organ_at_ns m_ntain their prin_p_ offices in
the City A large _plomat_ commu&ty exis_ in the City to staff the 186 m_ons to the Unhed N_ions

and the 96 fore_n cons_ates.

Econom_ activity in the City has experienced periods of growth and recession and can be expected
to experience periods of growth and reces_on in the future. The City experienced a recession in the early

1970s through the middle of that decade, followed by a period of expans_n in the late 1970s through the
late 1980s. The City fell into recession again in the early 1990s which was followed by an expan_on that
la_ed until 2001. The Finan_ Plan assumes th_ the econom_ decline that began in 2001 will continue

through calendar year 2003 as a result of the September 11 _tack, a national econom_ reces_on, and a
downturn in the securities indu_ry. The Finan_ _an assumes the City_ economy will begin a slow

recovery in the fi_t half of calendar year 2004.

Pe_on_ Income

Total pe_onal income for City re_den_, una_u_ed for the effe_s of inflation and the differential

in living costs, has steadily increased _om 1991 to _001 (the most recent year for which City pe_onal
income data are av_b_). From 1991 to 2001, pe_onai income in the City averaged 5.3% growth

compared to 5.5% for the nation. The following table sets forth _formation regard_g personal income
in the City _om 1991 to 2001.
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PERSONAL INCOME IN NEW YORK CITY(i)

Per Capita Fer Capita
To_l NYC Pe_on_ Pc_on_ NYC _

Person_ Income _come Incnme a Percent of
Ye_ _ _on_ NYC U.S. U_.

1991 ......................... $186.8 $25,334 $20_23 126.5%
1992 ......................... 199.7 26,875 20,960 128.2

1993 ......................... 202.9 27_25 21fi39 125.5
1994 ......................... 208.7 27,556 22,340 123.3

1995 ......................... 221.9 29,071 23255 125.0

1996 ......................... 236.7 30fl38 24270 126.7

1997 ......................... 245.3 31,558 25_12 124.2

1998 ......................... 263.6 33,549 26_93 124.7
1999 ......................... 277.0 34,854 27_80 125.0

2000 ......................... 302_ 37_ 15 29,760 126.7

200l ......................... 311.5 38_43 3_413 127.1

Source_ U.S. Depa_me_ of Comm_, Bureau of Econom_ Ana_s and the Bureau of the Censu_
(1) In current d_. P_son_ _come _ based on the _ace of _s_ence and _ me_u_d _om _come w_ch includes wages and

sa_fie_ _her labor incom_ p_prie_rs' _eome, pe_on_ dividend income, personal intere_ incon_, rental _come of
pe_on_ and t_mfer payments.

Employment Trends

The City is a leading center for the banking and securities indu_r_ li_ insurance, commun_ation_

publ_hin_ fashion design and retail field_ From 1989 to 1992, the City 1o_ appro_mate_ 9% of i_

employment base. From 1993 to 2001, the City experienced fig_ficant prNa_ sector job growth with the

addition of appro_mate_ 423_00 new private sector jobs (an average growth rate of appro_matdy

2_%). In 200_ average annual employment in the City fell by 117A00 and is proje_ed by OMB to decline

by app_o_mate_ 75,000 jobs in 20_3 before increasing in 2004. As of Augu_ 2003, total employment in

the City was approximate_ 3_02_00 compared to appro_matdy 3,565,100 in Augu_ 2002, a decline of
approximatdy 1.8%.

The table below shows the di_ribution of employment _om 1992 to 2002.

NEW YORK CITY EMPLOYMENT D_TRIBUTION

A_e_ge Annu_ Em_oyme_ (in _o_an_)
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

GooOs Produ_ng Se_o_
Con_ru_n .................. 86 85 88 90 91 93 101 112 120 122 116

Manu_ufing ................. 226 219 212 208 200 201 196 187 177 156 140

Service Produdng Se_o_

Trade Transpo_ation and U_es . 534 528 526 533 533 538 542 556 570 557 534
_rmafion ................... 153 152 152 154 159 163 166 173 187 200 177

_nano_ Activit_s ............. 471 465 472 467 464 468 477 481 489 474 446
Pro_n_ and Bu_ness Services . 415 425 437 445 468 494 525 553 587 582 546

Educ_n and He_ Serv_es .... 501 516 536 552 565 576 589 606 620 627 645

Losure and Hos_tality .......... 193 194 201 208 217 228 236 244 257 260 254
Other Serv_es ................. 118 120 121 123 125 129 134 142 147 149 149

ToI_ Private .................... 2_97 2_04 2,744 2_79 2,823 2_90 2_66 3_53 3,154 3,127 3_06
Government .................... 585 588 578 560 546 552 561 567 569 565 568

To_l ...................... 3_82 3_91 3,322 3,339 3,369 3_42 3,528 3_21 3323 3,692 3_75

N_e: Totals may n_ add due to _un_n_
Source: U.S. Department _ Labo_ B_eau of Labor Stafi_
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Sectoral Distribution cf Employment and Income

In 2001, the City_ services employment sector hit an all-time peak, providing approximately
1.4 million jobs and accounting for 40% of total employment. Figures on the scctoral di_ribution of

employment in the City reflect a significant shift to non-manufacturing employment, pa_ulady to the
areas of services and finance, insurance and real estate ("FIRE") and a shrinking manufacturing base in

the City relative to the nation.

The _ructural shift from manufacturing to the services and FIRE sectors affects the level of earnings
per employee because employee compensation in finance and related business and professional services

is con_derably higher than in manufacturing. Moreove_ per employee earnings in the FIRE sector arc
_gnificantly higher in the City than in the nation. From 1980 to 2000, the employment share for FIRE

remained approximately 13% while the FIRE sector earnings share for the same period rose from 18% to

34% in the City This shift in employment and earnings d_tribufion toward the FIRE sector was more
pronounced in the City than in the nation overall, as ind_ated in the table below. Due to this shift in

earnings distribution, sudden or large shocks in the financial markets may have a dispropo_ionatcly
adverse effect on the City relative to the nation.

The Cityg and the nation_ employment and earnings by industry are set fo_h in the following table.

SECTORAL D_TRIBUTION OF EMPLOYMENT AND EARNINGS(I)

Em_oyme_ Eam_(_
1980 2000 1980 _

Se_or NYC U.S. NYC U.S. NYC U.S. NYC U.S.

Pdvate Secto_

Non-Manufa_ufin_
Services ............................. 27.0% 19.8% 39.1% 30.7% 25.9% 18.5% 32.1% 29.5%

Wholes_e and Retail Trade ........... 18.6 22.5 16.8 23.0 15.0 16.6 9.1 15.0

Finance, Insurance and Real E_ate ..... 13.6 5.7 13.2 5.7 17.8 5.9 34.2 9.5

Transpo_ation and Public Utilities ...... 7.8 5.7 5.7 5.3 10.1 7.5 5.2 6.9
Contra_ Con_ru_ion ................ 2.3 4.8 3.3 5.1 2.6 6.3 2.8 6.0

Mining .............................. 0.0 1.1 0.0 0.4 0.3 2.1 0.0 0.9

Total Non-Manufacturing .............. 69.3 59.6 78.1 70.3 71.7 56.9 83.4 67.7

Manufa_ufing:
Durable ............................. 4.4 13.4 1.6 8.4 3.6 15.7 1.2 10.0

Non-Durab_ ........................ 1_6 9.0 4.9 5.6 9.4 8.8 4.8 5.9

Total Manufacturing .................. 15.0 22.4 6.5 14.0 13.0 24.5 6.0 15.9

Tot_ Private Sector ...................... 84.3 82.0 84.7 84.3 85. l 81.9 89.8 84.3

Government(3) .......................... 15.7 18.0 15.3 15.7 14.9 18.1 10.2 15.7

N_e: Totals may not add due to _und_ Data are w_en_d using the Standard Indu_fi_ _fifi_t_n Sy_em.
Sou_c_ The two _im_y _u_ _ cm_oymcnt and e_nin_ _form_n arc U.S. De_. of Laboq Bu_au _ Labor _afifl_ and

U.S. Depa_ment _ Comm_, Bu_au _ Economic Analys_
(1) The _o_1 d_fibut_ a_ o_ned _y dividing ea_ _du_ emp_yme_ or earnin_ by t_al no_agricultur_

cm_oymem or earning_

(2) Includes the sum of wage and sala_ _men_ other labor income, and propfietor_ income. The late_ _rm_n
av_e _r the City is 2_ data.

(3) Exdud_ m_t_y e_a_hmc_

Unemployment

The unem_oyment rate of the City_ resident labor force is shown in the following table. As of
Augu_ 2003, the total unem_oyment rate in the City was 8.1% compared to 7.8% in August 2002.
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ANNUAL U_YME_ R_D_

1992 1_3 IN 1_5 1_ 1_ 1_8 1_ _ 2_1 2_2

New_rkCity .......... 11.0% 10.4% 8.7% 8.2% 8.8% 9.4% 8.0% 6.7% 5.7% 6.0% 7.9%
Un_edStates ........... 7.5% 6.9% 6.1% 5.6% 5.4% 5.0% 4.5% 4.2% 4.0% 4.8% 5.8%

Note: Month_and _uM dataare not_o_ a_u_e_ Becausethese_ arebasedon a _m_e r_h_ _an a full
countof popuhfio_ thesedata are su_e_ to _m_g e_o_ A_o_ smMl_ in the e_im_ over time shou_ be
_d _th _n. The Cu_e_ _n Su_ey in_udeswageandsalarywo_e_, dome_ and_her househ_d worke_,
_lUem_oycd personsandunp_d worke_ who work15hours or moreduring_e su_ey week in h_y bu_nesse_
_m_e: U.S.Depa_mem of Labo_BLS.

(1) Percentageof d_an lab_ _e unemOoyed:excludesthose personsuna_e to workand_ou_d w_ _e., _o_
not actively_eking workbecausethey he,eve no s_tab_ workis av_h_.

(2) Bc_nn_g in late 1992the Cu_ent PopCOrn Su_ey (wh_h pro_des hou_ho_ em_oyme_ and_em_m_t _c_
me_od_ogy was_d _r Se_embcr 1992andthereafle_As a result,the m_hod_ogy used _r su_ period_f_rs from
the met_ _ _r the periodprior _ Se_ember 1992and,consequenfl_the _emb_ 1992data is incontinent
_th _e data for Se_emb_ 1992and thereafle_

Pu_ic A_nce

_e _b_ table sets _h the numb_ _ _o_ _ pu_ asfi_ance in t_ _ As of July

2003, the number of persons _ public as_ance in the City was _5_ compared to 424,616 in
July 2002.

PUBLIC A_TANCE(D

(Annu_ Av_ _ __
1_2 1_3 !_4 1_ 1_ l_ 1_8 1_ 2_0 _1 _2

1,007.7 1,085.8 1,140.7 1,109.5 1,003.3 873.6 760.1 668.2 573.0 492.8 434.0

(1) _gures do not _dude aged, _sab_d or _d pe_ons whowere wans_ffed _om pu_ a_i_ance to _e SSI pro_am, w_ch
_ _mafi_ _dera_y funded.

_xab_ S_es

The _ty is a m_or retail trade mark_ with the greatest v_ume of r_ail sales of any d_ in the
nation. The sales tax is levied on a variety of econom_ acfi_t_s induing retail sales, util_y and
commun_n sales, services and manuh_ufin_ R_l sa_s account for Mmo_ 50% of the total taxable

sales v_umeff_ total taxable sales v_ume has grown _eadi_ over the pa_ 13 years, except _r the
period from 1991-1992, with a growth rate avera_ng over 4%. It is preened that total taxable sales will
decrease in 2002 and increase in 2_3 after having increased in 2000 and 2001. The _Eowing table

_lustrat_s the v_ume of sales and pu_hases su_e_ to the sales tax from 1989 to 1999.

TAXABLE SALES AND PURCHASESSUB_E_ TO SALES TAX

(In BiHion_

_y &
Commutation AH

_a_l) R_(_ S_es_) _ce_ Manu_u_ng _) _

1989 ............................. $24.5 $7.6 $ 9.0 $3.8 $7.8 $52.8
1990 ............................. 25.4 8.1 92 33 7.9 54A
1991 ............................. 24.0 8.5 9.1 3.3 7.8 52.6
1992 ............................. 23.8 7.3 8.9 3.2 7.9 51.1
1993 ............................. 24.1 9.4 9.1 3.2 8.7 54.5
1994 ............................. 26.2 9.3 10.3 3.3 8.1 57.2
1995 ............................. 27.6 9.0 10.7 3.3 8.8 59.4
1996 ............................. 29.1 9.8 11.4 3.6 9.3 632
1997 ............................. 31.5 9.8 13.5 3.9 8.8 67.5
1998 ............................. 33.4 9.8 14.8 4.2 9.7 71.9
1999 ............................. 35.0 9.6 16.1 4.2 9.6 74.5

Source: _a_ Depa_mem _ _xa_n and Nnance _c_on "_xaNe Salesand Purchase_ Coun_ and Ndu_ D_a."
(1) The year_ data _ _r the period from Sep_mber 1 of _e ye_ pr_r to the _sted year through Augu_ 31of the _ed yea_

(_mnotes cont_ued on Ne next pa_
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(Foomotes_ntinu_ from p_vio_ page)

(2) R_ail sa_s include building m_efiM_ general m_chan_, _od, auto _Me_s _ation_ appall. _rnit_e, eating and
dfin_ng and m_cd_neous re_l.

_) Ut_ff and Commu_c_n _les _dude e_fic and gas and commun_n.

(4) Serv_es includebu_ne_ _i_ hineS, pe_onal serfice_ auu) repair and oher _.

(5) All mher s_es _dude con_m wh_Me trade and other_

Population

The City has been the most populous city in the Un_ed States since 1810. The City_ populat_n is

Mmo_ as large as the comb_ed populat_n of Los Angele_ Ch_ago and Hou_on, the three next most

popu_us dries in the nation.

POPULA_ON OF NEW _RK C_Y

_ _u_n

1970 ................................................ 7_95563

1980 ................................................ 7_71 fi39

1990 ................................................ 7D22_64
2_ ................................................ 8_0&278

No_: _gu_s do not _dude an undermined numb_ of undocumemcd afie_.
Source:U.S. Departmem of Comm_, Bu_au of the Censu_

The following table se_ fo_h the d_tfibufion of the City_ population by age between 1990 and 2000.

D_TRIBUTION OF POPULATIONBY AGE

1990 2000

Age %of Tot_ %of Tot_

Under 5 ......................................... 509340 7.0 540,878 6.8
5 to 14 .......................................... 907549 12.4 1_91_31 13.6

15 to 19 ......................................... 470386 6.4 520fi4l 6.5

20 to 24 ......................................... 576,581 7.9 589,831 7.4

25 to 34 ......................................... 1,369,510 18.7 1_6&02l 17.1

35 to 44 ......................................... 1,116,610 15.2 1263280 15.8
45 to 54 ......................................... 773,842 10.6 1_12,385 12.6

55 to 64 ......................................... 644_29 8.8 683_54 8.5

65 and Over ..................................... 953,317 13.0 937,857 11.7

Source:U.S. Depanmem of Comm_c_ Bureau of the Censu_

Hou_ng

In 1999, the housing _ock in the Ci_ consisted of appro_m_e_ 3_39_00 housing units, ex_ud_g
certain special types of uni_ primari_ in institutions such as hospitals and univer_tie_ The 1999 hou_ng
inventory represented an increase of appro_m_e_ 44,000 units, or 1.5%, since 1996 and an increase of
approxima_ 62,000 uni_, or 2.1% since 1993. The 1999 Housing and Vacancy Survey ind_es that
rental housing units predomin_e in the Cit_ Of all occupied hou_ng units in 1999, approxim_e_ 34%
were convention_ hom_ownersh_ units, cooperatives or condom_iums and appro_m_e_ 66% were
rental units. The following table presents trends in the hou_ng inventory in the City.
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HOU_NG _O_ IN NEW _RK Cl_

(In Thousand_

Ow_h_O_ _ 1981 19_ 1987 1_1 1993 1_6 1_

_tal HouMng Units ...................... 2_792 2,803 2,_0 2_81 2_77 2,995 3_39
Owner Units ......................... 755 807 837 858 825 858 932

Owne_O_up_d ................. 746 795 817 829 805 834 915
_cant _r Sale ................... 9 12 19 29 20 24 17

Rental Units ......................... 1,976 1,940 1,932 2,028 2_40 2_27 2,018

Re_e_Occu_ed ................. 1,934 1_01 1,884 1,952 1_70 1_46 1_53
_cant _r Rent .................. 42 40 47 77 70 81 64

_cant Not AvNNNe _r Sale or Rent(l) 62 56 72 94 iII 110 89

N_e: De_Hs may not add up to totaN due to mundin&
Source_ U.S. Bureau of the Censu_ 1981,19_. 1987,1991,1993,1996and 1999,New _k _ty HouNngand _y Survey_

(1) _cant units that are _aN_& m_ _r _a_nN use. held for occaNonaluse. held _r mm_enan_ purposes or _her
reason_

LARGEST REAL ESTATE _X_YE_

No single taxpayer accounts for 10% or more of the City_ real prope_y tax. For the 2004 fiscal yeaL
the billable assessed va_n of real estate of utility _o_ is $8.4 billion. The _ table

presen_ the 40 _y p_ having the greatest assessed v_u_n in the 2004 fiscal year as
_d_a_d in the tax rolls.

_scal _ar _scd _ar
A_e_ed A_e_ed

_mpe_y _n Prope_y _

Columbus Centre ................. _18_,_0 _o_an Stanley Building .......... $14_50_00

_eneral _o_ Building .......... _3_5_0 Pa_mou_ Plaza ................. 1_0_0

Met _ B_ ................ __0 Bear Stearns Bldg (_adi_n Ave.) . 1__

Sperry Rand Building ............. 212_14_ _o_an Gu_an_ ................. 1_5_0_

_uyv_ant _wn ................. _10_1_0_ Chase _rld Headqua_e_ ........ 1_,%_0_
l_n_ Building ............. 207_31_00 666 _h _enue ................. 130_61_00

McG_w-Hi_ Building ............ _6_0_0 Park _enue Atrium ............. 1_5_0

Bear Stearns Building (Park _c.).. 205_79_75 One _be_y Plaza ................ 125_65_97

Empi_ State B_ ............. 1__ Simon & Schuster Building ........ 124,398,000
_me & Li_ Building ............. 191,860,000 Chase _rld Headqua_e_ ........ 122_90_00

Alliance Capital Building ......... 183,NN_00 595 Lean,on Avenue ............ 12_100_00

Credit _onnais Building .......... 183D69_98 N._ Hihon & _we_ ............. 1_,_0

Bfi_ol Meye_ Building ........... 1__ 617 Lean,on _enue ............ 1l&_Zl_

UBS NnanNN Services Building ... 169,619,993 One Astor Plaza .................. 118,1_
One Penn Plaza .................. 167_7_000 Park _enue Plaza ................ 117_0_000

Celanese Building ................ 166_90_00 Kalikow Building ................ 117_9_0

__ Plaza .................. 166_20_00 Ca_ct Center .................... 115_7_000
Solow Building .................. 1_1_0 Sheraton New _rk ............... 1152_

Equ_aNe _wer .................. 1_0_0 _R. Grace Building ............. 1__
_ff - A_ofia ................. 1__ IBM _wer ..................... 1_,_0_

Source:The City of New York, Departmentof Finance.Bureau of Real Propc_y A_essment.
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NewYo_N¥ _028_ 141_

&Touche
Independent Aud_ors' Report

The Peo_e of The Ci_ of New York:

We have au_d _c accompan_ng financi_ _memems of _e governmem_ a_ifies, _e aggreg_e _scretdy p_sen_d component
u_, each m_or fund, and the aggrcga_ _m_ng _nd inform_n of the Ci_ of New York, New York, (the "City'_ as of and for
the yearended June 30, 2002, which c_lectivdy comprise _e City's bas_ financial _emems as lis_d in the _ble of coning. These

financi_ _emems are _e _spon_Nli_ of the Ci_ of New York's managemem. Our responsibility _ to express opinions on these
financi_ _memems based on our aud_. We did not audit the financi_ statemen_ of those entities disclosed in N_e E.I which _present
52 peseta and 15 pe_ent, respe_ivel_ of _c asse_ and revenues of the Ci_ of New York. Those financial _meme_s we_ audi_d
by other au_to_ whose repots _e_on have been furnished to us, and our o_nion, insofar as it r_a_s to the mnoun_ included for
• ose entities _sed _ N_e E.1. The finand_ _mcmcms of _e govemmem_ activities, _e aggregate _tely presented component
uni_, each m_or fund, and the aggregme retaking fund _formation of the Ci_ for the year ended June 3_ 2001 we_ audi_d by
_her audito_ whose repot, da_d Oc_ber 30, 2001, exp_ssed an unqu_ified opinion on _ose _memem_ expressed _]iance on
other audi_ and included an emphasis of a mm_r _garding _e adoption of GASB Statement N_ 34.

We conduced our audit in accordance wi_ auditing s_ndards gener_ accep_d in _e Uni_d Sta_s of America. Those _andards
_qui_ _m we plan and pe_rm the audit to obtain _asona_e assurance about wh_her _e financial _emen_ are _ee of ma_fi_

mis_emenL An audit includes exami_n_ on a test basis, evidence supporting the amounts and disclosures in the financi_
_a_ments. An audit also includes assessing _e accounting pfinci_es used and s_fica_ estim_es made by managemem, as well
asev_uating _e over_l financi_ _memem presentation. We bel_ve _ our audit and _e _po_s of o_cr auditors provide a _asona_e
basis for our o_on_

Inour o_o_ based on our audit and _e _po_s of o_er au_, _e financi_ _eme_s re_ed to above p_sem f_d_ _ _1 ma_fi_
_spec_, _e _spective financial pos_ion of _e govemmem_ acfi_fics, _c agg_gme _sc_ p_scn_d componem u_, each m_or
fund, and _c agg_ga_ _m_ng fund_formafion of _c Ci_ New York, New York, as of June 3_ 2002, and _e _spective changes in
financi_ position, whe_ ap_able, _e_of [_r _e year _en ended in conformity wi_ accouming pfind_cs gene_lly acceded in _e
United States of Amefic_

The Managemem's Discuss_n and An_ysis on pages B-4 _rough B-22 is not a _qui_d part of _c bas_ financial _memems but is
supp_memary in[_rmation _qui_d by _e Governmental Accounting S_ndards Board. We and _e other audi_ have applied ce_n
limited procedures, wh_h conM_ed pfinc_ of inquiries of managemcm regarding the m_hods of measu_mem and p_semm_n of
• e _qui_d 2002 supp_men_ry information. Howevc_ we did not aunt _e _formation and exp_ no opinion on it.

October 28, 2002

DeloRte
Touche
Tohmatsu
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MANAGEMENT'S DISCUSSION AND ANALYSIS

O_w of_e The folMwing is a na_ixe o_w and an_is of_e finand_ act_ of The Ci_
Financ_l S_temen_ of New Yo_ (Ci_) _r _e fi_ yea_ ended June 3_ 2002 and 2001. This d_cus_on and

an_ysis is in_nded to sere as an in_oduction to _e Ciff's basic financi_ _emems,
wh_h have _e _llowing componems: (1) managemem's _u_n and an_ysis (MD&AL
(_ gov_nme_-wide financi_ statement, (3) _nd fina_i_ _emems, and _) no_s m _e
financi_ a_emems.

Governmen_wMe The govemme n_wide financial _emems _e d_ned _ _o_de _ad_s wi_ a broad

financ_l statements ove_w of _e Ci_'s finances in a mann_ simil_ to a priv_e-sector business.

The statemem of net _ presents in_rmation on _l of _e Ci_'s _ and liabil_,
wi_ _e _ffe_nce b_w_n _e two _po_ed _ net asse_. Ov_ time, increases or decreases
in net asse_ may _e _ a u_l ind_or of whe_ the financi_ position of _e Ci_ is
imp_ng or de_fiorming.

The _a_mem of activ_ p_s in_rmation showing how the Ci_'s net asses

changed during each fiscal yea_ All changes in net assets _e reposed as soon as the
underling e_m _fing fi_ _ _e change _ccu_, regardle_ of the _ming off,ted cashflows.
Thus, _venu_ and ex_nses _e _poaed in _e statemem _r _me items _ will o_y _lt
in c_h flows in _ fisc_ periods (_r exam_ uncolle_ed _xes, and earne& but unused
v_m_n _av_.

The govemmem-wide financi_ s_me_s p_m _rmation about _e Ci_ as a
primary government, w_ch _Oudes _e Ci_'s b_nded compone_ unk_ All of_e acfiviti_
cf the primary government _e considered _ be govemment_ _tiv_s. this _rmation is

_e_n_d _p_a_ from _e Ci_'s _retdy p_n_d componem u_.

Fundfinanc_l statemen_ A _nd is a _ou_ng of ml_ed _coums _ is u_d _ m_ntain conW_ ov_ msou_
_ have been segregated for _ecific activ_ m o_ecfives. The Ci_ _ _nd accounting
to en_m and demons_e com_iance wi_ financ_ml_ed _g_ _qui_men_, _du&ng _e
Hnanci_ Eme_ency Act.

Go_mmentalfunds Governmental _nds _e u_d _ _coum _r e_emi_ _e same functions _po_ed _
go_mmental a_ivities in _e go_mment-wide finand_ _memem_ Govemmemal _nd
financial _emems _cus on near-_rm inflows and ou_ows of spendaNe m_u_, _ well
_ on b_an_s of spendab_ _c_ _v_e _ _e end ofa fi_ ye_. Such in_rmation
may be u_l in _um_g a govemmem% near-_rm financing _qui_me_s.

Because _e _c_ _ governmental _nds is narrower than _m of _e gov_nmem wide
finand_ _a_mems, it is u_l m comp_e the in_rmation p_n_d for go_mmentalfunds
with simil_ in_rmm_n p_n_d _r go_mmenml ac_v_&s in the govemmem-w_e
finand_ _memems. By doing so, readers may better understand _e _ng-term impa_ of _e
government's near-_rm financing deci_ons. Bo_ _e governmental _nd b_an_ she_ and
• e go_mmental _nd _memem of revenues, expendim_s, and changes in _nd b_ances
p_vide a _conciliation to _ale _e comp_i_n b_ween go_men_l funds and
go_mmen_l activit_

The Ci_ adopts an annual appmpfi_ed budget _r its Gener_ Fund. A budg_ary
compari_n _a_mem h_ been provided for _e Gears Fund _ demo_e com_ian_ wi_
t_s budge.

Fiducia_funds _duciary _nds a_ used _ _coum _r _u_ held _r _e bene_ of parti_ outside
• e go_mment. Fiduciary _nds _e not _flected in _e government-wide finand_ sm_menu
becau_ _e _sou_ of _o_ _nds a_ not _lab_ to suppo_ the Ci_'s own _ograms.
The fiduciary _nds include the Pennon and Other Em_oyee Benefit Tm_ Fun_ and _e
Agency Fund.
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No_s _ _efinan_M sm_men_ The n_es _ he financi_ statemen_ pmv_e addit_n_ in_rmation _m is e_emi_ _r
a _11 unde_n_ng of he _rmation pmv_ed in he govemmem-w_e _nd _nd finan_

_memems. The n_ _m pm_ ce_ain required _pplementary in_rmation concerning _e
Ci_'s pmg_ss in _n_ng its o_ation to provide penfion benefi_ _ its em_oyee_

Financ&l Reporting Entity The finan_ _po_ing enti_ co_ of he pfima_ govemmenC _du_ng he Bo_d
of Eduction of The Ciff of New Yo_ and he commu_ff colleges of the Ci_ U_ve_iff of
New York, other organ_ations for wh_h the primary gov_nmem is financi_ accounm_e,
and o_ o_aniz_ions _r which he nam_ and fignificance of _r relation_ wi_ he
pfima_ gov_nment are such _m exd_n would cause he financial _memen_ to be
mislead_g _ incom_e_.

The definition of he _po_ng emity is based on the notion of financi_ _counm_lity.
A prima_ govemmem _ finan_ _counm_e _r he o_an_ations _m make up its leg_
entity. It is also finan_ _counmb_ _r legally _p_me o_nizm_ns if its offici_s
appoint a voting m_ori_ of an o_anization's governing body and it is able to _er impo_
its will on _m o_anizm_n _ _e_ is a po_mi_ _r he o_an_mion m pmv_e s_ecific
financi_ benefits m, or _ impo_ specific financi_ burdens on the primary government. A
primary government may also be finand_ accounmNe _r govemmem_ o_anizations _m
_e fi_ dependent on it.

Blended Component Un#s Cea_n component uni_, d_pi_ being legally sep_a_ from _e prima_ govemmen_
are blended with the primly gov_nmem. These componem units all provide services
exdufivdy to he Ci_ and thus are reposed _ if hey were part of the primary govemmem.
The _ended component units, which are _1 _po_ed as nonm_or govemmem_ _nds, _e
t_e fol_wing:

Mu_p_ A_ismnce Co_omtion _r the Ci_ of New Yo_ (MAC)
New Yo_ Ci_ Transition_ _nance Au_ofiff (TFA)
New Yo_ Ciff Samu_i Funding Co_oration (SFC)
TSASC, Inc. (TSASC)
New Yo_ Ciff Education_ Cons_u_ion Fund (EC_
Ci_ University Con_ruction Fund (CUC_
New Yo& Ci_ School Contraction Au_ofi_ (SCA).

D_c_ Pm_n_d Di_ret_y _emed componem u_ a_ _g_ _p_e from the primary govemmem
Component Un#s and _e _po_ed _ _ p_nmd componem units because _e Ci_ app_ms a m_ofi_

of_e o_anizm_ns' bonds, is able _ impo_ i_ will on hem, or a financi_ benefit/bu_en
_ation exists.

The _llowing entities are p_med _rete_ in the Ci_'s financial _memems as
m_or componem units:

New Yo_ Ciff He_ and Hospitals Co_oration (HHC)
New Yo_ City Off-Tr_k Being Coworation (OTB)
New Yo_ Ciff Houfing Devdopmem Collation (HDC)
New Yo_ Ci_ Hou_ng Au_ofi_ (HA)
New Yo_ Ci_ Econom_ Dev_opment Co_or_n (EDC)
New Yo_ Ci_ Water and Sewer Sys_m (NYW).

The _llowing entities a_ p_n_d di_ly in he City's financial _memems as
nonm_or componem units:

New Yo_ Ci_ _du_fi_ Developmem Agency 0DA)
Bu_ress Rdocm_n Asfi_ance Co_orat_n (BRAC)
BrooEyn Navy Y_d Devdopmem Co_oration (BNYDC)
Jay St_et Devdopmem Co_orm_n 0SDC).
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FinancialAnalys_ of the In _e governmen_w_e financi_ _memems, all of the acfiv_ies of He City, aside
Government-wide from i_ _ly p_sented componem units, are cons_ered governmental activities.

Financial statemen_ Governmem_ activit_s deceased He Ci_'s net asses by $3.852 billion during fisc_ year
200Z dec_ed He Ci_'s net assets by $ I. 148 billion during fisc_ year 2001 and inc_ased

He Ci_'s n_ assets by $1.455 billion during fisc_ year 2000.
As mentioned p_ou_ the basic finand_ statemen_ include a _conciliation

b_ween _e fi_ year 2002 governmental funds stmement of _venues, expendi_s, and

changes in fund b_ance w_ch repots a decease of $2.849 billion in fund b_ances and _e
reposed inc_ase in the excess of HaN_ties over asses reported in He governmen_w_e
_memem of activities $3.852 _llio_ a _ffe_nce of $1.003 Ninon. A fimilar _concilim_n

is prov_ed for fisc_ year 2001 amounts.
Key elemen_ of _e _condliation of these two _memems _e thin the government-

wide _mement of activities repo_ He i_uance of debt as a IhNlity, the pu_hases of capital
assets as asse_ wh_h _e then charged to expense over _or use_l lives (dep_med) and
changes in _ng-term liaNl_es as a_ustmen_ of expenses. Conve_dy the governmem_

funds _memems repon the _suance of debt as an other financing souse of funds, the
_payment of de_ as an expen_re, the pu_hase of capit_ asse_ as an expendim_ and

does not _fle_ changes in _ng-term lh_iities.

Key demen_ of _ese changes are as fol_ws:
Gove_ment_ Acfi_fi_

For _e fi_ _ar ended June 30,

2002 2001 2000

On _ousan_)

Revenues:

Program _venues:
Charges forserv_es .............. $ 3,001,330 $ L868fi05 $ 2,620,702
Operating gra_s and contributions... 14,651,155 12,773,015 11_07fi50
Capital gran_ and contributions ..... 493,798 572,514 378,807

Gener_ revenues:

Taxes .......................... 21_3_595 23,712,065 22,157_04
Investment income ............... 190_41 391,902 346,857
Other Feder_ and State _d ........ 975,281 928,184 920,547
Other .......................... 435,149 633,579 347,937

Total _venues ............... 41_8_349 41,879,864 38_8_104

Expenses:
Gener_ government ................ 2_7_573 1,881,812 1,578,356
Public sa_ and ju_ci_ ............ 9,524,318 8_61_11 7fl72_48
Educ_n ........................ 13249_44 1_248_75 11fi33_88

Ci_ UnNe_ity .................... 807,960 668,954 652,576
Soci_ serv_es .................... 9fi67_70 9,166,149 8,783,221

Environmen_l pro_cfion ............ 2,205_04 L35_867 2_58fi06
Transpoaation serv_es .............. 1,329,314 1fi54_44 1_01fl25
Parks, recreation and cu_ur_ acfi_ties .. 719,867 488,865 574_24
Housing .......................... 905_61 1_0_300 847,358
He_ (_du_ng payments to HHC)... 2,816,360 2,329,191 1,976,975
Librar_s ......................... 16 i ,250 362,034 268,931
Debt serv_e in_re_ ................ 2,180,711 2,214,717 2,114,285

Tot_ expenses ............... 45fi3_832 43_27_19 39,561,793

(3_5L483) (1,147,555) (881,689)
Decrease in accrued pension _a_l_y ..... -- -- L336230

Change in net asse_ .................. (3_52_83) (1,147fi55) 1,454,541
Net Assets--Beginn_g ............... (1_84L159) (18_99_04) (2_15_145)

N_Asse_--En_ng .................. $(23fi99_42) $(1%847,159) $(18_99_04)
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_ fi_ ye_ 2002, _e govemmen_w_e _nu_ dec_ed from fi_ year 2001 _ve_
by appm_mmdy $194 miriam w_ govemmen_wide expends grew _y appm_mately $2.5
_ll_m

While government-wide revenue _m_ned fairly consistanL _e_ we_ m_ fluctuations
wi_in:

• A decrease in pe_on_ income tax, _lfing l_gely _om the after effects of
Sep_mber 11• and over_l job m_k_ weakness _ugho_ _e fi_ ye_;

• An _c_e in _ _m_ tax, _ng from a confining inc_e in _ _opeay
v_u_ns;

• A d_e in inv_tmem _com_ resdting from low_ in_st _s;

• An _c_e in _der_ _& _ng in l_ge part from _e FEMA _fis_nce;

• An inc_e in State _d _r _e Ci_'s Bo_d of Education.

The m_or componen_ of _e govemmen_wide expe_e inc_ we_:

• Significant expenses relating m _e recove_ and cleanup effort of _e Sep_mber
11_ att_k on _e World Trade Cen_

• Increases in he_ and soci_ _e spen_n_ _lting _ l_ge part from _e
Se_ember 1I_ afterma_ and an _c_ed spen_ng on med_&

• Wage _d s_ary increases for Ci_ emp_ye_ _lating _ col_cti_ b_g_ning; and

• An inc_ase in education _en_ng.

In fi_ ye_ 2001, _e govemmen_wide _venu_ ir c_ed from fisc_ ye_ 2000 levds

by app_ximmdy $3.2 _o_ w_ the Government-wide expenses g_w by app_ximmdy
$3.5 _l_on. In ad_fion, a one.me g_n _om _e dimination cfa pe_n I_bility occu_ed
in fisc_ ye_ 2000.

The m_ componen_ of _e government-wide _venue _c_e we_:

• A on_fime payme_ from _e Me_opolitan Tran_o_ation Au_ofi_ resdting from
• e s_e of _e New Yo_ C_i_um;

• An inc_e in State _d _r _e Ci_'s Bo_d of Education; and

• An _c_e _ pe_on_ i_ome and p_pe_y t_ _venue_ resdfing from _e streng_
_f _e _onomy and irc_ed _openy v_ues which _e ph_ed in_ _e p_peny
tax lev_

The m_ components of _e government-wide expen_ _c_ we_:

• A _tanfi_ i_e _ spen_ng _y _e Ci_ Bo_d _ Education, _dud_g a _e
_r c_cfive b_g_ning and _e _c_ed Sm_ _n_ng _ p_v_u_y mentioned;

• An increase in pennon expe_ _sdting from pension benefit enhan_mems and
• e ph_ of cost of INing adjustments, as _quired by chang_ _ Sta_ law;

• An _c_e in _ci_ _ spen_ng, pfimari_ rela_d _ _c_ed spending on
Me_c_d and day c_e.

• Wage and s_ary i_ for Ci_ em_oye_ _la_d _ collective b_gaining; and

• _c_ed expenses _r en_nmenml p_ p_mari_ ad_fion_ co_s _r
w_ exportation and F_sh Kills landfill d_u_ and post-clo_ c_e.

The foi_wing two charts comp_e _e expends for e_h _ _e Ci_'s programs wi_ _e
_venu_ _ _e de_ved _om each p_am _r fi_ ye_s 2002 and 2001. The excess of
prog_m expenses over revenues represen_ the net cost of each p_gram _m must be
financed _om _e C_y_ general revenues.
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Expenses and P_am R_s -- G_emm_t_ Acfi_fi_
June 30, 2002

$14._0 • Ex_nses _

• Program Revenues
$12,0_

$1(),(_)

$0

Funct_ns / No_ams

Expenses and Program Revenues -- Governmen_l Acfiv_es
June 30, 2001

Sl2J_$14_ _ •1 Ex_nSeSpr°_amRevenues I

Sl_) $

_ sg,_o

•_ $6,0_

54,_0

$2.0_)

Fun_ns / Prog_ms
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The fol_wing cha_ compass the amounts of prog_m and gene_l revenues for fiscal
years 2002 and 2001 :

Revenues by _ -- G_nm_ Acfi_fies
_r _e _a_ Ended June 3_ 2002 and 2001

40%35% ] m_ 2_1_02 [

30%

_ 25%

_ 20%

_ 15%

10_

o%

Fun_ns / _o_ams

As noted earlieL increases and decreases of net assets may serve over time as a useful

ind_mor of changes in a government's financial position. In the case of the City, liabilities
exceeded assets by $23_00 billion at the close of the mo_ recent fisc_ yea_ an increase of
$3.852 billion _om June 30, 2001, wh_h had increased $1.148 billion _om June 30, 2000.

Governmen_l Acfi_fi_s

2002 2001 2000

On thousand_

Cu_ent and other assets ........... $17_94,682 $17,876,159 $19,299,094
Capi_l assets ................... 2_65_071 24A97_61 22_38_47

Total assets ................. 44,453_52 42_73fi20 41,837fi41

Long-_rm liabilities outstanding .... 55,080,090 50_65fi 13 4L839_66
Other _abilit_s .................. 13,073,305 12,155,166 11,697,279

To_l _abilities .............. 68,153,394 62220,679 60,537245
Net assets:

lnves_d in capitol assets,
net of rel_ed debt .............. (3,968,442) (2,415fi45) (4,456,404)

Re.riced ...................... 1,922,910 3,814,045 4,189,167
Unreswic_d .................... (21,654,110) (21,245,659) (18_3Z367)

Total net assets .............. $(23,699,642) $(19_47,159) $(18_99,604)
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Re exce_ of l_N_t_s over _ _d on We _mme_ _a_me_ of net
_s_s is a _sult _ _v_ _c_. The 1_ componem of We n_ defic_ is We _lt _

We m_n componems _e n_ n_ asset v_ue as of June 30, 2_2 _d 2001:

__ _ _ _ _ 2_2 2_1
_n b_o_

N_ A_e_ _ _ C_i _

Some _0_ _s have a dep_oaNe _ used
_r fin_ _po_ng _m _ _m from _e _riod
o_r wh_h _e rdmed deM pfin_pM is _ing _pMd.
Schools _d _lm_ education _s _p_ci_ mo_
qu_My _ _eir _lmed deM is pMd, _d _ey

_m_ We I_e_ componem of _s _e ............. $ _._ $ (2._

N_ A_e_ R_tH_ed _r DeM Se_e

Funds MgMly _s_ _r Debt Se_e ...................... 1.9 3.8

Un__ N_ A_

M_ i_ debt during We 1970's wh_h _nded

some _ o_r_ expenses. This is the _mM_ng
M_ _M __ as _ ye_ end ...................... (2.9) (3._

T_ _ed deM to fin_ _s _lmed m We _cove_
from We _em_r 11, 2_1 _fld _ Cen_r
disa_eL which _ _e_ _n_ of We Ciff ............ _.5) --

The Ci_ has i_ued de_ _r We _i_ _d
__ _ _Mk pu_e ca_ assets
wh_h _ _ _ as _ow_d assets on
We S_em_t _ N_ _s. This includes assets

_ _ _w _ Ci_ _sff __ NY_
HHC, _d _Mn _c li_es _d cMm_
_mfio_. This is We _M om_ng _r non-Ci_
owned asses at ye_ end. Bond Issuance co_s and
ofi_nM issuance discoun_ a_ _duded he_ as wall .......... (13._ (13._

Ce_Mn Mn_m_ oM_m_ns _ n_ _i_ _m _n_ng:
Judgmems and clMms .................................. _.3) _._
_adon _d sick leave ................................. (2._ (2.1)
_n li_ifi_ ....................................... _.3) _.2)
Landfill cl_u_ _d _s_e _ ...................... (1.3) (1._

All un_s_c_d nonma#tM asse_ exceed We m_ of We Ci_'s
o_ liaMfiti_ by appmximmdy: ......................... 2.9 2.9

_ml Un_MH_ed Net A_e_ ........................... _ 1._ (21 ._

_ml G_e_m_ml Net A_e_ ............................ $(23.7) $(19.8)
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Financ_lAnalys_ of the As noted e_rl_h me Ci a uses fund accounting m ensu_ and demonstrate com_iance
Governmental Funds with financ_l_ed leg_ _quirements. The ruble below summarizes the changes in the

fund b_ances of me Cia's govemmenml funds.

Governmental Funds

New _ Nonm_or To_l
_ Ca_ G_e_l De_ G_emm_l A_u_men_ Go_men_l

G_e_l Fund P_j_ts Fund _r_ Fu_ Funds _lm_afio_ Funds

_n _n_)

Fund B_ances (defic_), June 30, 2000 ..... $ 392,985 $(1,109,325) $ 2,513_82 $ 1,571,746 $ 175_54 $ _543_42
Revenues ............................ 40,231,872 1_ 12_06 35,613 2,357,531 (1,443,37_ 42_94_43
Expend_u_s ......................... (37_64,42_ _0_95_ (2,819,070) _0_519) 1,202,753 (46,891_14)
O_er financing sources (uses) ........... _6L55_ L88_706 Z39_822 602_91 (1%15_ L899_16

Fund BNances Mefi_ June 30, 2001 ..... 397,880 (2,117,667) 2,120,847 1,830,849 _72_ _14_187

Revenues ............................ 4_385_21 1,512.184 37,155 Z444_11 (1_8_539) 42,890A32
ExpenSe,s ......................... _498_ 1_ (6,32_ 102) _f13L70_ _, 14_80_ 1_44_69 _ 15_66_
Other financing sources (uses) ........... (882,147) 5A5%354 1,272,125 (1_2_341) (1 !,569) _417A22

Fund Balances Mcfid_ June 30, 2002 ..... $ 403,140 _1_66231) $ 697A19 $ _9_38_ $ _lJ61) $ _01_2_

The Ci_'s GenerN Fund is _qui_d to adopt an annum budget p_pared on a basis
conNs_m wi_ gen_Nly accep_d accounting pfinciNes. Surpluses from any fisc_ year cannot
be appropriated in fum_ fiscN years.

If me Cia a_ip_es _ me GenerN Fund will have an operating surplus, me Ci_ will
make _scretionary uans_ to me GenerN Debt Serv_e Fund as wall as advance paymen_
of ceaNn sub_Nes _m _duce me amou_ cf me GenerN Fund surplus for finan_N _poaing
purposes. As d_N_d la_q _e General Fund had operating surpluses of $682 mill_n and $2.949
billion before ceaNn expen_m_s and Nscretionary and _her uansfe_ for fiscN years
2002 and 2001, _spe_Nd_ After _ese ce_Nn expendim_s and _scretionary and other
wans_, the GenerN Fund _po_ed an oper_ing surplus of $5 mili_n in both fiscN years
2002 and 2001, which _sNmd in an inc_ase in fund bNance by _N amount.

The Gener_ DeN Se_e Fund _ceNes _ans_ from the GenerN Fund from wNch _

pays me Cia's den servke _qui_me_s. I_ fund bNance _ June 3_ 2002 can be _tribu_d
prindp_ _ a di_tionary _ansfer and o_er _ans_r _s described above) from me General
Fund totMing $659 million in final )ear 200Z SimH_ _ansfe_ in fiscM year 2001 of $2.097
billion Nso primari_ accoum for _e GenerN De_ Se_ice Fund fund b_ance _ June 30, 2001.

The New York Ci_ CapitN Pr_ec_ Fund accoun_ for the financing of the Ci_'s
capital program. The primary resources _e obtNned from the i_uance of Ci_ debt as wall
as uans_ from TFA and TSASC. Capital_d_ed expen_m_s are fir_ p_d from the

GenerN Fund, which is then _imbu_ed for these expenditures by me New York Ci_ CaNtal
Pr_ec_ Fund. To the exam _ caNtal expendim_s exceed proceeds from bond issuances,
_ansfe_ from TFA and TSASC and o_er revenues and financ_g souses, this _nd will have
a defic_ The defic_ _nd bNances m June 3_ 2002 and 2001 are primarily attributed _ amoun_
thin are owed m me GenerN Fund to repay _m Fund's advance of _sou_es for the Ci_'s
capital program.

General Fund The following information is p_sen_d m _sist _e reader _ comparing me ofi_nN budget
Budgetary Highligh_ (AdoNed BudgeD, and me final amended budg_ (Modified Budget) and how ac_N resul_

compared wig _ese budge_d amounts. The MoNfied Budg_ can be mo_fied subsequent
to the end of me fiscN year.

I
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G_neml Fund Revenu_ The following charts _d tabl_ _mmari_ a_u_ _nu_ by cat_o_ for fi_ _ars 2002
and _1 _d comp_e reven_s wi_ each fisc_ ye_'s Adored Budg_ _d Mottled Budge.

Gener_ Fund Revenues
F_ _ 2_2

$14_ i

_ _,_o 1
_ _ $_o,_)

S2._IO

Rc_ esm_ _ Income _L _e (_herThan S_es, Useand
_xes income_x _ _h_ _d _r _d Taxesand_d _r _s

R_en_ Ca_go_

General Fund Revenues

Fisc_ Year 2002

(in millions)

AdCpted Modred
Budg_ Budg_ A_uM

Taxes (net of _funds):
Real estate taxes .......................... $ 8,590 $ 8,753 $ 8,761
S_es and use taxes ........................ 4,268 3,960 3,957
Pe_onal income tax ....................... 5,074 4,669 4,555
Income taxes, o_er ........................ 2,979 2,825 3,192
O_er taxes ............................... 1,752 1,640 1,231

Taxes (n_ of refunds) ...................... 22,663 21,847 21,696

Federal, Stare and Other aid:

C_egofic_ ............................... 12,760 15,287 14,646
Unre_fic_d .............................. 707 695 666

Federal, State and O_er _d ................. 13,467 15,982 15,312

Other Than Taxes and Aid:

Charges for serv_es ....................... 1,389 1,386 IA58
O_er revenues ............................ 1,829 2,149 1,920
OTB Trans_ ............................ 33 25 22
TFA Transfe_ ............................ -- 366 457

O_er Than Taxes and Aid ................... 3,251 3,926 3,857

Total Revenues .......................... $39,381 $41,755 $40,865
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Gener_ Fund Revenu_
_ _ _01

$_4,_

• Adop_d Budg_ I
• M_ified Budget IQ Actual

$12,_

$I0,(_

_g _-

_xes _x _hcr and O_ aM Taxes and _d O_ _x_

Revenue Cmego_

Gener_ Fund Revenues

_sol _ 2_1

(in _1_)

Adop_d M_

Budg_ Budg_ A_u_

_es (net of m_nds):
Re_ est_e taxes .......................... $ 8,111 $ 8,277 $ 8,246
S_es and use taxes ........................ 3,946 4,265 4,196
Pe_on_ income tax ....................... 5,240 5,670 5,757
Income taxes, o_er ........................ 3,342 3,672 3,685
O_ _x_ ............................... 1,176 1,238 1,294

_xes (n_ of _n_) ...................... 21,815 23,122 23,178

Feder_, Sm_ and Other _d:

Cmegofic_ ............................... 12,193 13,264 12_64
Unre_fic_d .............................. 564 593 634

Federal, St_e and Other _d ................. 12,757 13,857 13,398

Other Than Taxes and Aid:

Cha_es for serv_es ....................... 1,375 1_34 1_61
O_er revenues ............................ 1,343 2,390 2,162
OTB Transfe_ ............................ 34 34 33

O_er Than Taxes and Aid ................... 2_52 3,858 3_56

Total Revenues .......................... $37,324 $40,837 $40_32
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General Fund ExpendRures The fol_wing charts and rabies summarize actuN exgenNm_s by Nnctio_program for
fiscN yea_ 2002 and 2001 and comp_e expenditures wi_ each fiscN ye_'s AdoNed Budget
and Modified Budget

G_e_l Fund ExpenSe.s
F_ _ 2002

$14,0_ _ AdoptedBudget I
• Mt_ified Budgd I$12,_0 [] Ac_M

_ $1_(_

Educ_n Pu_ PcnMons De_ He_ _her S_ial

Sa_w Sc_es Se_

F_ / _o_am

Gener_ Fund Expend_ures

Fisc_ Year 2002

(in miH_n_

Adored Modffied
Budg_ Budg_ A_u_

Gener_Governmc_ ......................... $ 1,222 $ 1,964 $ 1,810

Public Sa_ and Ju_ ..................... 5,885 6,558 6_62
Education ................................. 11,522 11,862 11,715

Ci_ U_ve_i_ ............................. 445 457 418
Social Serv_es ............................. 8,927 9,275 9,098
Environme_ Pro_ct_n ..................... 1,637 1,649 1_02

Transpoaation Services ....................... 605 692 679
Parks, Rec_ation, and Culmr_ Acti_ties ........ 315 308 305

Housing ................................... 454 464 440
He_ 0ndu_ng HHC) ...................... 2,033 2,208 2,131
Libraries .................................. 131 124 124

Pensions .................................. 1,364 1,398 1,392

Judgmen_ and Clams ....................... 310 390 522
Fringe Benefi_ and Other Benefit Payments ...... 2,289 2A28 2A26
O_cr ..................................... 1,027 565 374

T_ns_ and Other Paymems for De_ Service .... 1,215 1_13 1,362

Total ExpenSe.s ....................... $39,381 $41,755 $40,860
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Gener_ Fund Expen_tu_s
Fiscal Year 2001

$1_051_000 QIB A_ualM_Ad°_edBudgetBudg_I

_ g s6._

$0 '
_uc_on _Nic Pennons _ HeN_ _he_ So¢iN

Sa_y Se_es Se_kes

Function / Program

General Fund Expenditures

Fiscal Year 2001

(in miHions)

Adored Modred

Budg_ Budg_ Actual

General Govemment ......................... $ 1,054 $ 1,109 $ 1,078

Public Safety and Jud_i_ ..................... 5,659 5,915 5,875
Education ................................. 10,973 11,594 11,545

City Unive_ity ............................. 426 428 393
Soci_ Serv_es ............................. 8,459 8,829 8,717
Environment_ Protection ..................... 1,599 1,552 1,528
Transpoaation Serv_es ....................... 617 791 750
Parks, Recreation, and Cultur_ Activities ........ 287 318 317

Housing ................................... 461 517 478
Heath (including HHC) ...................... 1,843 2,039 1,959
Libraries .................................. 242 383 383
PenMons .................................. 1,132 1,209 1,127

Judgments and C_ims ....................... 442 498 595
Fringe Benefi_ and Other Benefit Paymen_ ...... 2,161 2,172 2,200
Other ..................................... 715 510 315

Transfe_ and Other Payments for Debt Serv_e .... 1,254 2,973 2_67

Total Expenditures ....................... $37,324 $40,837 $40,227
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General Fund Surplus The Ci_ had General Fund operating surplu_s of $682 minim $2.949 _H_n and _3.192
_ll_n befo_ ce_Mn expenditures and _ansfe_ (di_retionary and o_e0 for fiscM years 2002,
2001 and 2000, mspecfivel_ For _e fi_M ye_s 200Z 2001 and 2000, _e GenerM Fund surplus
was $5 mill_n after expendi_s and discretionary _ans_.

The expen&_s and transfe_ (discretionary and othe0 made by the Ci_ a_er _e
ado_n of i_ fiscM years 2002, 2001 and 2000 budgets follow:

2002 2001 2000

Onm_fion_
Trans_L as _qui_d by law, _ _e Gen¢r_ De_

Serv_e Fund of _ esm_ _xes c_c_d in
excess of the amoum needed m finance
debt service .............................. $ 509 $ 917 $ 414

Discret_nary _ans_ _ _e Gener_ Debt
Serv_e Fund ............................. 150 I, 180 2,095

N_ equi_ contribution in bond _fun_ng _m
accrued m futu_ ye_s debt serv_e savings ..... 4 46 17

De_ serv_e p_p_ymems for lease pu_hase
debt serv_e due in the fiscal year ............. -- 56 73

Prepaymem of de_ se_e for the Municip_
A_i_ance Corpor_n ..................... -- 458 451

Advance cash subdues _ _e Pu_ Library system.. -- 131 --
Advance cash sub_d_s to _e Transit Au_ofi_ ... 14 15! 137
Advance cash sub_d_s _ the Hou_ng Amhofi_ .. -- 5 --

Total expenditures and _ans_
(discretionary and othe0 ................ 677 2,944 3,187

Reposed Operating Surplus ................... 5 5 5

Total Operating Surplus ................... $ 682 $ 2,949 $ 3,192

Fin_ _sul_ for any given fisc_ year may differ gremly _om that year's Adop_d
Budge. The fol_wing _Nes show _e variance b_ween a_u_s and fisc_ year 2002 Adored
Budget:
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_ _r 2_ _
Ad_fion_ R_ou_es: _ _

Feder_ cmegofic_ _d 0ndu_ng FEMA _m_eme_ ................ $ 1,654

S_e c_egofic_ _d .............................................. 89
Low_ than expec_d debt _e and _ on __ N_ ......... 193
Other m_cdlaneous _venues ...................................... 465

Nomg_ _venue ............ . ................................... 223
C_l_fi_s _r gener_ govemmem _ ........................... 46
L_ense_ _ _d privileges .................................... 36
Rem_ _e_ ............................................ 9

N_ sa_ngs from __ c_ _r _p_ _uipmem
and _her th_ _l _ (including WTC _M_ ............... 174

Low_ than expec_d cos_ _r he_ iig_, _w_ _d _el ................ 114
Public as_ance ................................................ 70

S_i_ Se_, exc_ng pu_ _ _d Me_c_d ............... 66
Dec_ed _n_ng to the Heath and H_s Co_ .............. 62
Hnes and _i_ ............................................. 6

Low_ than exp_d p_vi_on _r _s_ow_ R_e_e of Feder_
and Stme Aid ................................................. 15

Gener_ R_e_e ................................................. 200

_t_ ........................................................ 3M22

Ena_ed the CRy m provide for:
Lower than expec_d n_ tax _venue c_ns exc_ng tax lien s_es and

stuck _ans_r tax .............................................. 721

Lower than expec_d Off-Track Betting Sunax and other revenues ......... 11
Lower than expec_d n_ State and other _venue sharing ................. 41
H_her than antidp_ed judgmem and clams .......................... 148
Fum_ Gener_ Obligation debt-service costs net of appropriations

in the FY 2003 Adop_d Budg_ .................................. 318
Equi_ con_ibufions in co,unction with bond refun_ngs ................ 4
Lower than expec_d mx liens sales .................................. 32
Lower than expec_d FICA _funds .................................. 8
Lower than expec_d s_e of Ci_-owned asses ........................ 73
Lower than expec_d _ _come ................................ 74
Lower than expec_d income from JFK and LaGuard_ Airpons ........... 5
H_er than anti_p_ed ove_ime cos_ 0nclu_ng WTC_d_ed ove_im_ ... 616
Increased pens_n co_s ........................................... 38
Higher than am_ed pe_on_-serv_e ccs_ e_c_d_g pens_ns and overtime 163
Higher than anticipated Me_c_d co_s ............................... 315
Increased con_ac_ services costs ................................. 588

P_paymem of cen_n fisc_ year 2003 subs_y paymems to the
Transit Authofi_ .............................................. 14

Lo_ of State appropriations for the stock _ans_r tax ................... 114
With_and _l other n_ ove_pen_ng and _venues be_w budg_ .......... 134

Total ........................................................ 3_17

Reported Surp_s .................................................. $ 5

The fol_wing ruble shows the variance between actu_s and fisc_ year 2001 Adop_d
Budge:
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Fiscal Year 2001 20Ol
(inmillfom)

Ad&tion_ Resources:

Federalcmegofic_ _d ............................................ $ 228
State cmegorical aid .............................................. 236

N_ S_ and other revenue sharing ................................. 71
N_ tax_evenue c_ctions exdu_ng mx lien s_es

and _ock _ansfer mx ........................................... 1,785
S_e of _x liens ................................................. 106
In_re_ income .................................................. 78
Tobacco sett_ment revenue from _wer TSASC debt serv_e .............. 15

Surplus _om the Ciff's He_ Insurance Sta_l_ation Fund .............. 120
FICA refunds ................................................... 51

S_e of Ci_-owned assets ......................................... 68
O_er miscd_neous _venues ...................................... 61

Non-grant _venue ............................................... 138
C_lecfions for general government serv_es ........................... 23

C_ctions from charges for housing ................................ 25
Licenses, permi_ and pri_ges .................................... 43
Rent_ income for JFK and LaGuar&a Airpo_s ........................ 10
Rental income--other ............................................ 28

Net savings _om adminis_mNe costs for sup_
eq_pment and other than pe_onal services .......................... 656

Savings _om fixed and miscellaneous charges ......................... 99
Publ_ a_ismnce ................................................ 47

Debt Service and _re_ on Sho_-_rm No_s ......................... 45

Sod_ Service_ excluding public a_ismnce and me_c_d ................ 9
Fines and Forfeitures ............................................. 4
Gener_ Reserve ................................................. 200

Tot_ ........................................................ 4,146

Enabled the Ci_ to pro_de for:
Future General ON_ation debt-serv_e costs

n_ of appropriations in the FY 2002 Adop_d Budget ................. 1,192
Equity con_ibufions in co_un_n with bond relhndings ................ 46
Lease pu_hase debt serv_e due in FY 2002 ........................... 56
Future debt-serv_e cos_ for _e Municip_ A_i_ance Corpormion ........ 458
Fun_ng of _e library sy_em for future years ......................... 131
H_her _an anficipmed ove_ime co_s ............................... 260
H_her _an antidpa_d judgment and clams costs ..................... 153
Increased pension costs ........................................... 1
Increased person_erv_es cos_, exclu_ng pensions and ove_ime ........ 681
Increased cont_u_erv_es costs ................................. 293

Prepayment of ce_n fisc_ year 2002 subsidy paymen_

to the Transit Authority ......................................... 153
Prepayment of ceaain fisc_ year 2002 subs_y paymems

to the Houfing Au_ofiff ........................................ 5
Increased Dis_lowance Reserve of Feder_ and Stme Aid ................ 31

Increased cos_ for heN, lighL power and furl ......................... 48
Increased fun_ng m the Heath and Hospitals Corporm_n ............... 111
Loss of Stme appropriations for _e stock _ansfer tax ................... 114
W_h_and increased Me_c_-A_i_ance co_s ......................... 259

With_and _1 other net ove_pending and revenues below budget .......... 149

Tot_ ........................................................ 4,141

Reposed Surplus .................................................. $ 5
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__ The Ci_'s _v_tmem in capi_ _s_s includ_ l_d, b_l_ng_ _pme_ _w_
bridges, _c _ s_ n__, and pw_, wh_h _ _ _ _l_ws _ of
accumulmed _p_d_):

Go_mm_l Acfi_fl_

2_2 2_1 2_
_ _om)

Land .................................... $ 737 $ 734 $ 707

B_ ................................. 11,253 9,710 7,890
_uipmem ................................ 1,522 1,599 1,646
_ff_wuc_n .. : .......................... 5_50 5,594 5,311

C_s_ _i_pmg_s ................ 7,197 6,860 6,985
_tM .................................... $26,659 $24A97 $22,539

The n_ increase in _e Ci_'s capitol _s_s during fisc_ ye_ 2002 was $Z162 _H_
an 8.8% _cn_ Capitol _ additions in fisc_ yew 2002 wen $6.646 _11_ an incn_e
of $681 minion from fisc_ year 2001. Ca_tal _se_ additions in _e Education program totting
$1A68 _ll_n and _t_ new construction wmL_gm_ (_e m_ofi_ of wh_h we _so
Education pro_ams) totting $2A21 _H_n _coumed for 64.0% of _e ca_t_ _ ad_fions
_ fisc_ ye_ 2002.

Ad_fion_ _rmation on _e Ci_ ca_tal _sse_ can be _und in _e n_ _ _e financi_
mmemems.

De_Adm_aaon The Comp_oller's Office _f Pu_ _nanc_ _ co,unction w_h _e M_y_'s Office of
Management and Budge, is chwged wi_ _ing de_ to finance _e imp_mentation of the
Ci_'s ca_tal p_gmm. During _e 2_ quarter of 2002 a new syn_cme of underwriters was
sdec_d, _ugh an RFP p_ce_, _r _e Ci_'s Gener_ O_ation prog_m (GO), and
several of Rs related issue_, inclu&ng _e New York Ci_ Tranfifion_ _nance Au_ofi_ (TFA),

• e New Yo_ Ci_ Municip_ Water Finance Au_ofi_, (NYW), and _e TSASC, Inc. The teams
_c_d _r each cnd_ demons_med an exemplary level of expe_ and understanding of _e
Ci_'s needs. Ad_fion_l_ _en wen %pecial br_ket" manages _lec_d _r _e GO, TFA
_nd NYW p_grams. This extra tier wi_ gixe _v_ smear firms an oppoaunity _ _e _
senior manag_ on some of the Ci_'s m_or credit.

T_e economic con&tio_ _m exis_d during fi_ )e_ 2002, and _e impact of_e events
of Wl 1,have led ae Ci_ m be mort flexible _ i_ app_h _ n_nd_gs while still m_ntai_ng

pmdem fi_ guideline_ The Ci_ h_s _ increased _ exposure _ variable m_ debLand confinu_
_ examir e Mtemative fnandng t_hn_ues deigned _ Mwer _e City's overall cost of bogowing.

The folMwing tabM _mmarizes _e de_ outstan_ng for New Yo_ City and Ci_-nlaled
issuing enddes _ _e end of fiscM yew 200Z 2001 and 2000.

NewYo_ _ and
Ci_-_lmed Debt

2_2 2_1 _
(_ mffi_)

Gen_M OM_ation bonds .................... $28_65 $26,836 $26,892
Futun tax secured bonds (TFA) ............... 8,289 7,386 5,923
TSASC, Inc............................... 740 703 709

1991 general ns_udon bonds (MAC) .......... 2,880 3,217 3,531
Japane_ Yen bonds ........................ 40 80 120
Revenue bonds ............................ 521 543 571

Bond A_ipation N_ (TFA) ............... 1,200 -- 515
Recove_ N_es (TFA) ...................... 1,000 -- --

Total bonds and no_s payable ............. 43,135 38_65 38,261
Less _easu_ obl_ations .................... 116 168 230

N_ outstan_ng de_ .................... $43,019 $38,597 $38,031
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General Obligation On June 3_ 2002, New Yo_ Ci_'s ou_nd_g general oMigafion de_ mt_ed $3Z7
_11_ _dud_g ca_tal conuact 1_1_. The State Constitution p_vides _m _e Ci_ may
not conua_ inde_e dness in an amoum greater _an 10% ef _e av_age _11 _ue of taxable _

_mte _ fie Ci_ for _e moa recem fiveyears. As of June 20, 2002, the Ci_ net general obfigafion

debt fimit was $3_0 b_hon (comp_ed wi_ $3Z9 b_fion _ of Jm_ 3_ 2001) and _m_ng
GO de_ _curring pow_ _taled $3.3 _H_ _ter prov_ing for capit_ contact fiabH_.

During fiscM year 2002, _e Ciff issued app_ximmdy $3.657 billion of general
oM_ation bonds of which app_mmdy $1.007 billion were issued to re_nd ce_n
oms_n_ng bonds and $2.65 _ll_n we_ issued _r ca_t_ puoos_. The p_ceeds of _e
_funding issu_ we_ placed _ i_evocab_ esc_w accoun_ in amounts _ffic_m m pay when
due M! prin_pM, in_, and applicable _dem_n p_mium, if an_ on the _nded
bonds. The _nding will pro_de _e Ciff wi_ app_ximmdy $204 m_l_n in de_ _e
savings in fiscM ye_ 2003.

_ fi_ ye_ 2002, Moody's Inves_o_ Se_ice _ (Mood,s), Stand_d & PooFs _&P)
and _h Ratings m_ntained _eir ratings m A2, A and A+ respectively. On November 1_ 2001,
Moody's issued a negm_e ou_ook on New Yo_ Ci_ Gen_M OM_ation bonds. The negative
outlook _flec_d the _s_ptive _onom_ effec_ of the World Trade Cen_r uaged_ _e
nm_n_ economic _c_fiom and _e_ of _venue losses and spending inc_.

Short-mrmfinancing The Ci_ satisfied MIof its _on_ reeds in the publ_ credit m_km wi_ a competitive
sMe on Ocmb_ 23, 2001 of $1.5 billion of sho_-term Revenue Ami_pmion N_es (RAN_

• m we_ _cu_d by State _d. The RANs mmu_d on April 12, 2002 and carried _e h_he_
rat_gs from Moody's (MIG-1), _h (_1+), and S&P (S_I+). The_ ratings _ge_ wi_
_vo_b_ m_km conditions enaMed _e Ciff _ ach_ve a true inte_ co_ of bo_ow_g of
2_32% on _e RANs.

In addition to _e Ci_'s Gen_M OM_ation c_di_ sever_ r_med issuers have been
_mM_hed mc_ng _e TFA and TSASC, Inc. The de_ issued by _ese entities is not su_e_
to _e Ci_'s con_timfion_ de_ lim_

Transitional Finance Authori_ In 1997, _e New York S_ LegiMatu_ created _e TFA, a sepm a_ _gal entity, _ ord_
to ease _e cons_Mms impo_d by the City's deM fimiL The TFA was amhofized _ i_ue up
to $7.5 billion of de_. In fiscal year 2000, _is au_ofizm_n w_ _c_ed by $4 billion,
Mlowing _e TFA a total debt _curring capaci_ of $11_ M_ The TFA bond proceeds enaMe
the Ci_ _ continue its planned capital improvement program.

During fiscal ye_ 2002, the TFA issued approximme_ $1.02 billion of bonds _r

ca#tM pu_os_ and $1.8 billion of BANs (Bond Antidpation No_s). A potion of _e
BANs ($600 mill_n) was _ken out by _e 2002 Series B bonds.

_ Se_ember 2001, _e New Yo_ State Legislat_e appm_ ed a spedM TFA au_orization

of $2_ billion _ _nd ca_tal and operating cos_ _lated _ _ ari_ng from _e even_ of Sepmmber
11, 2001. The Le#_mum Mso au_orized _e TFA to issue debt wi_om limiL as _ princ_M
amount _m is payable solely from State or FederM Md _c_ved, on account of _e _sas_n _
October 2001, _e TFA _sued $1 billion of TFA New York Ci_ recove_ notes. These notes

we_ _deemed in Oc_ber 2002 wi_ _e i_uance of $1 billion in TFA Recove_ Bond_

In fi_M ye_ 2002, Moody's, S&P and _h mMmained their ratings _r TFA's _nior
bonds at Aa2, AA+ and AA+ _spectivd_ The bond am_m_n notes and _cove_ notes
we_ r_ed m MIG-1, SP-I+ and FI+ by Moody's, S&P and _h. TFA's Recove_ Bonds
and R_ove_ N_es, _ough _cu_d by a lien junior to _m of_e TFA's _or bond_ rec_ved
idenficM ratings to those of senior lien bonds and no_s.

TSASC TSASC emend imo a loan ag_emem on December 1, 2001 wi_ _e U.S. Department
of Tran_o_ation (USDOT) and _e Ci_ pu_uant _ _e Transpo_afion Infrastrucm_ _nance
and Innovmion Act. The loan is _r $159.2 miH_n _cu_d by _bacco _venu_. Under _e
ag_emenL TSASC can issue bonds, on pari_ wi_ ou_tan_ng debt, to be pu_ha_d by _e
USDOT. Pu_uant m _e Man, TSASC isled appmfimmdy $45 mi_on of Se_or Bonds during
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fisc_ ye_ 2002. The mo_es were applied by _e Ci_ towards fie Staten Hand Fe_es and Ferry
Terming _oj_. TSASC ha appm_mately $114 million _ _m_ng cap_i_ from _e _an.

On Augu_ 15, 2002, TSASC issued $500 mill_n (Series 200_1), of which $120
mili_n w_ u_d m _imb_ _e Ci_ _r d_u_ of_e F_ Kills Landfill. The _m_nd_
is b_ng u_d _ _nd the Ciff's on_ng capit_ needs.

Sub_que_ _ June 3_ 2002, _e CRy GO, TFA and TSASC completed _e _l_wing
financings:

On July 02, 200L _e TFA sold $1.239 b_fion _bon_ _r _n_n_

On July 1!, 2002, _e TFA sold $480 miH_n of R_ove_ bonds to pay op_ing and

ca_tal co_s _cu_ed by _e Ci_ of New Yo_ related to _e events _ Se_emb_ 11, 2001.

On July 11, 2002, _e TFA sold $322.5 m_l_n of 1999 conv_s_n bonds to conve_
varia_e ra_ de_ _ fixed r_e de_.

On Augu_ 01, 2002, the CRy sdd $1.005 _ion _ bonds _r _n_ng pu_o_

On Augu_ 15,200L TSASAC s_d $500 million of bonds for capit_ puwoses.

On Augu_ 28, 2002, _e TFA s_d $750 m_l_n of bonds _r _n_ng pu_.

On Se_emb_ 10, 2002, _e TFA sold $520 miH_n of Recove_ bonds m pay operating
and capit_ cos_ incu_ed by _e Ci_ _ New Yo_ related _ _e e_n_ _ September 11,2001.

On Oc_b_ 1,2002, _e TFA sold $1_26 _Hion of Recove_ bonds _ take out TFA's

fi_ ye_ 2002 Series A _cove_ no_s, wh_h we_ u_d _ pin,de _n_ _ pay _cove_,
operming and capital costs relined to Sep_mber 11,2001.

Commitmen_ At June 30, 200L _e outstan_ng commitments _lafing m proj_ _ _e New Yo_ _

Ca_t_ Projects Fund amounted _ appm_m_y $10.3 bilfion.

To ad&e_ tie _eed for sig_ficant infr_tructu_ and publ_ facility capital investments,
• e Ci_ h_ p_p_ed a _n_e_ ca_tal spend_g pin,am which contem_ates expen_tur_
of $48.6 _ll_n ov_ _e _m_ng fisc_ ye_s 2003 _mugh 2011. To help me_ its ca_t_
spen_ng pmgam, _e Ci_, TFA, and TSASC bo_owed $4.8 billion _ _e pu_ credit m_k_
in fisc_ ye_ 2002.

Econom& Fac_ and the On September 11, 2001, two h_ked p_ng_ jetliners flew imo _e World Trade
Worm Trade Cen_rAttack Cen_ resu_ng _ a _b_anfi_ l_s offi_, destruction _e World Tr_e Center and damage

_ o_ b_ in _e v_i_ Continu_g r_ove_, clean up and _p_r effo_s will _R in
_b_an6_ expen_m_ The Feder_ go_mment h_ committed ov_ $21 billion _r _ster

_ssistance _ New York, i_luding _s_ter r_o_ and related activities, i_reased securi_ and
r_onstrucfion _ _frastrucmre and pu_ facilities. Th_ amoum includes approximmely $15.5
_Hion _ appmpfiatio_ _r costs _ch _ c_up, _onomic de_pment, _b _aining, Uansit
impmveme_s, mad _construction and gran_ _ residents and bu_nes_s in _wer Manhattan.
_ _so includes appm_ma_ $5.5 _ll_n _r _onomic sfimdus pmgams _rected pfimari_
m busi_s_s located in _e _berty Zoo, fie _ea _rrounding _e World Trade Center _ These
pmgams _dude _pan_ng tax c_dits, inc_afing dep_dafion deducfion_ au_ofi_ng _e
issuan_ _ tax-exem_ privam _tivi_ bonds and _pan_ng a_ho_y m advan_ _nd _me
bonds issued to finance fac_ifies in _e Ci_ In add_o_ _e _me au_ofized _e TFA to have

outstan_ng $2.5 _ll_n _bonds C_ove_ Bon_'3 and no_s C_o_ No_3 m p_ co_s
relied _ _ arifing from _e Se_ember 11 att_k _R_cve_ C_3.

The Ci_ _ _so _e_ng m be _imbu_ed by _e Federal government _r _1 _ i_ di_ct
cos_ _r respon_ _d _medi_on _ _e World Trade Center si_ The_ costs are now expec_d
_ be sub_anfi_ly be_w p_ous _fima_s. The Ci_ _so expec_ to _ceNe Feder_ _nds
_r co_s of econom_ _vitalization and o_er needs, n_ _cfly payable _mugh _e Ci_

budgeL _iating to _e Se_emb_ 11 attack.

Pfi_ _ Se_emb_ 11, _e nation_ and lock _onomi_ had been weaken_ _fl_fing
_wer business inveument, _c_ed unem_oymem and, _ntl_ a decline in consum_
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confidence. Since Se_emb_ 11, _e _rther decline in jobs, _e _re_ of w_, and _e loss
of stock m_ket v_ues has lessened consum_ confidence even morn. It is not possible to
quanfi_ m p_m wi_ any cea_my _e _ng-term impact of _e Sep_mb_ I 1 att_k on _e
Ci_ and its econom5 any offsetting econom_ benefi_ w_ch may msuR from recove_ and
_b_M_g _fivifies and _e amcunt of addition_ resources from Feder_, Stat_ Ci_ and o_
sou_ which will te _q_d.

Request for Informa6on This finan_ repoa is designed to pro_de a gener_ ove_w of _e Ci_'s finances
_r _1 _ose wi_ an interest in i_ finances. Que_ns concem_g any of _e in_rmation
p_ded in this upon or _qu_ _r ad_fion_ finand_ in_rmation should be addressed

m The Ci_ of New York, Office of _e Comp_oller, Bureau of Accountancy, 1 Cen_e S_eet,
Room 80_ New York, New Yo_ 10007-2341.
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THE CITY OF NEW YORK

STATEMENTOF NET ASSETS

JUNE 3_ 2_2

(in _ousand_

Go_mmental Componem
Acti_fl_ U_

ASSETS:

Cash and cash equ_ems ................................................ $ 1,172,279 $ 1_44_75
Investments, including accrued _ ..................................... 5_38fi83 574,117
Rece_ab_s:

Re_ estate taxes 0ess _lowance for unco_ecfible amounts of $343A12) ......... 582_98 --
Feder_, State and o_er _d ............................................. 5_00,029 --
Taxes other than re_ e_a_ ............................................. 2_99_87 --

Other .............................................................. 43_382 1_98_ 15
Mortgage loans and intere_ _ceNab_, n_ .................................. 1,721 2_63_15
Inventories ............................................................ 210,072 4_635
Due from Primary Government ........................................... -- 243
Due _om Component U_ .............................................. 513,131 --

Restric_d cash and inve_men_ ........................................... 1,169,834 3,182,512
De_ed Charges---Issuance Cos_ ......................................... 266A39 --
Ca_t_ asse_:

Land and construction work-_-progre_ ................................... 7_33,642 _245_32
Other Capit_ asse_ (n_ of dep_dafion):

Prope_ _ant and equ_ment ......................................... 12_75_43 1_25Z735
Infrastru_u_ ...................................................... 5_5_186 --

Other ................................................................ 106_26 332A63

Tot_ asses ...................................................... 44_53_52 3_23%942
L_m_ES:

Accoun_ payable and accrued l_t_s .................................... _444,923 1_02_85

Accrued interest paya_e ................................................. 626,572 71,601
De_ed _venues:

P_p_d re_ esm_ taxes ............................................... 1_73_84 --
Other .............................................................. 1,175,731 144,392

Due to Primary Government .............................................. -- 513,131
Due to Component U_ ................................................ 243 --

Esfim_ed _s_lowance of Feder_, State and o_er _d ......................... 202,560 --
Payab_ for investmem securities pu_hased .................................. 249,391 --
Other ................................................................ __ 80,028
Noncu_ent Lia_fities:

Due within one year .................................................. 5_7_811 969,281

Due in mo_ _an one year ............................................. 49,609,279 1_79Z921

Total liabilities ................................................... 6_ 153394 18_74_39
NETASSETS:

Inves_d _ ca_tal asses, n_ of rel_ed debt ................................. (3,968,442) 9,527,069
Res_ic_d fo_

Capital projec_ ...................................................... -- 62,990
De_ serv_e ......................................................... 1,922,910 583,407
Operat_ns .......................................................... __ 118,848
Loan_Secufi_ Depo_ ............................................... -- 83,773
Donor _stricfions .................................................... __ 13A13

Unrestri_ed (defi_0 .................................................... (21 _5_ 110) 1_76_03

Tot_ net asses (defici0 ............................................ $(23_99,642) $11,865,903

See _ccompan_ng notes m finan_ _ements.
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THE CITY OF NEW YORK

STATEMENTOF NET ASSETS

JUNE 3_ 2_1
(in thousands)

Pdma_ Government
Governmen_l Compone_

Acfi_fi_ Uni_

ASSETS:

Cash and cash equ_ents ................................................ $ 1,012,881 $ 529,192
Investment, _du_ng accrued in_re_ ..................................... _573340 1A64fi07
ReceNa_es:

Re_ e_e taxes (less _lowance for unc_cti_e amounts of $362J04) ......... 616A73 --
Feder_, St_e and other _d ............................................. 5,293,312 --
Taxes o_er _an re_ e_e ............................................. 2_5_670 --
Other .............................................................. 507,052 1A91,907

Mo_gage loans and in_re_ _ce_ab_, net .................................. 33fi37 2_3_923
Inven_ries ............................................................ 197_93 45 _ 17

Due from Primary Government ........................................... -- 23fi58
Due from Component um_ .............................................. 420,138 --
Re.riced cash and investmems ........................................... 251,222 2_03,317

Deferred Charges--_suance Cos_ ......................................... 246,621 --
Capit_ assets:

Land and con_rucfion work-in-prog_ ................................... 7_94A74 3,947,804
Other Capital asses (n_ of deprecim_n):

Prope_ pla_ and eq_pment ......................................... 11,309,118 15A06_89
ln_as_u_u_ ...................................................... 5_93_69 --

O_er ................................................................ 173_20 323,375

Total assets ...................................................... 4L373fi20 28_7_689

L_mL_mS:

Accoun_ payaNe and accrued HaNlities .................................... 8_26_29 1_53_46
Accrued in_st payable ................................................. 612,507 71,942
De_cd rcvcnues:

Prep_d _ e_e taxes ............................................... 1A51,774 --
O_er .............................................................. 850,368 190,931

Due to Primary Government .............................................. -- 420,138
Due to Component U_ ................................................ 23,458 --
E_im_ed _s_wance of Federal, St_e and other _d ......................... 210,268 --

Payable for inve_ment securities pu_hased .................................. 179,862 --
O_er ................................................................ -- 121,134
Noncu_ent Liabilities:

Due wit_n one year .................................................. 325_834 750,159
Due in more than one year ............................................. 4_807fi79 13_07560

Total _abilifies ................................................... 6_22_679 16,515,510

NETASSETS:

Inves_d _ capital ass_ n_ of relied debt (re_ed) ......................... (2fi15fi45) 9,514,343
Re.riced fo_

Ca_l projec_ ...................................................... -- 67,539
Debt serv_e ......................................................... 3,814,045 430,479

Operations .......................................................... -- 120_84
Loan_Securi_ Deposi_ ............................................... -- 92,329
Donor _fictions .................................................... -- 13,293

Unre_ric_d (defici0 (_stated) ............................................ (21245fi59) 1,621,112

Total net assets (defici0 ............................................ $(1_84% 159) $11,859,179

See accompanying no_s to financial _mements.
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THE CITY OF NEW YORK

STATEMENTOFACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2002

(in _ou_nd_

Net (Expem_ R_enueand
ProgramRe_nu_ Chants _ N_ A_e_

Prima_
Government

Operating Ca_l G_n_
Cha_ _r Gran_and and Governmen_l Compone_

Functions/Ping.ms Expe_ Servic_ Co_bufiom Co_butio_ Activities U_

P_mary government:

Gene_l governme_ .............. $ 2_7_573 $ 998A65 $ 598,886 $ 73,355 $ (401,867) $ --
Public safety and ju_ .......... 9,524,318 159,646 974,285 (5,039) (8_95_26) --

Education ...................... 13_49_44 63,159 7,008,306 77_38 (6,10_241) --
Ci_ Un_ersity .................. 807,960 140,396 547,385 -- (120,179) --
Soci_ serv_es .................. _567_70 48,605 4,312,055 i i,353 _,195_57) --
Environme_ pro_n .......... 2_05_04 809,536 83,971 3,103 (1,309,094) --
Transpo_ation serv_es ........... 1,329,314 513,104 153,243 183,320 (477,647) --
Park_ _c_mion and

cul_r_ acfiv_ies ............... 719,867 61,924 3,736 909 (653_98) --
Housing ....................... 905_61 166,291 270,359 107,334 (361_77) --
He_ (induing

paymems _ HHC) ............. 2,816,360 40,204 698,929 41,825 (2_35A02) --
Libraries ....................... 161,250 -- -- -- (161_50) --
De_ serv_e imem_ .............. 2,180,711 -- -- -- (2,180,711) --

Total P_mary

government ............... $45_38_32 $ 3,001,330 $14,651,155 $ 493,798 (2_39_549) --

Component Uni_ ................. $ %782_54 $ _522fi30 $ 1,819,735 $ 878,972 -- (561,217)

Gener_ revenues:

Taxes (N_ of Re_nd_:
Real estate taxes ........................... 8_98_52 --
S_es and use taxes ......................... 3_57_86 --
Personal income tax ........................ 4,920,606 --
Income taxe_ o_er ........................ 3,126,670 --
Other taxes ............................... 1,236,581 --

Investment income ............................. 190,04 1 2 !7,115
O_er Federal and Stme _d ...................... 975,281 1,898
Other ....................................... 435,149 348_28

Total Gener_ revenues ...................... 23,540,066 567,941

Change in net assets ...................... (3_52A83) 6,724
N_ A_e_ -- Beaning .......................... (19,847,159) i i,859,179

N_A_ms-- Ending ............................ $(23_99_42) $11_65_03

See accompanying notes to financial _mements.
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THE CITY OF NEW YORK

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 3_ 2001
(in _ou_nds)

N_ (Expe_ Revenue and
Program R_enu_ Changes in N_ A_e_

Pdma_
Go_me_

Ope_fing Ca_tal Gran_

Cha_ _r Gran_ and and Governmen_l Compone_

Functions/Prog_ms Expenses Se_k_ Contributions Comdbufiom Acfi_fies U_

P_mary government:

General government .............. $ 1,881,812 $ 881,322 $ 82,914 $179A87 $ (738_89) $ --
Public sa_ andju_ .......... 8_61_11 158,925 537,248 16,034 (7_49,204) --
Education ...................... 12_48_75 69,594 6,666,089 2,742 (5_ 1_350) --

Ciff UnNe_i_ .................. 668,954 135,307 433,781 -- (99,866) --
Soci_ services .................. 9,166,149 41,909 4_64_14 6,771 (5_5_855) --

Env_onment_ protection .......... L35_867 765,781 607 9,669 (1 _7_810) --
Transpo_ation services ........... 1_54,344 569,341 151,269 113,621 (820,113) --
Parks, _creation and

cul_r_ activities ............... 488,865 55,385 7,075 5,652 (42_753) --
Housing ....................... 1,00_300 150,153 148,396 203,646 (498,105) --

He_ Ondu_ng
paymems to HHC) ............. 2,329,191 40,888 681,022 34,892 (1_7Z389) --

Libraries ....................... 362,034 -- -- -- (362,034) --
Debt serv_e _re_ .............. 2,214,717 -- -- -- (2,214,717) --

Tot_ Primary
government ............... $43_27_19 $L868_05 $1L773_15 $572,514 (26,813,285) --

Component Uni_ ................. $ 9,377,130 $6A22_33 $ 1_3_287 $998,227 -- (122,583)

General revenues:

Taxes (N_ of RefundS:
Re_ estate taxes ............................. 8,273,172 --
S_es and use taxes ........................... 4,199,594 --
Pe_on_ income _x ............ _............. 6,128,516 --
Income taxes, other .......................... 3,826,312 --

O_er taxes ................................. 1,284A71 --
Inve_ment income ............................. 391,902 221,339
O_er Federal and St_e _d ...................... 928,184 1,800
O_er ....................................... 633,579 271,398

Total Gener_ revenues ...................... 25_65_30 494,537

Change in net assets ........................ (1,14_555) 371,954
Net Assets -- Beaning .......................... (18_99fi04) 11_87225

Net Assets-- En_ng ............................ $(1_84Z159) $11,859,179

See accompan_ng notes to finand_ _ements.
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THE CITY OF NEW YORK

GOVERNMENTAL FUNDS

BALANCE SHEET

JUNE 3_ 2002

(in _ousands)

New_brkCi_ Gener_ Nonm_or Total
Ca_tal Debt Gove_men_l A_u_ments/ Gove_men_l

Gener_ P_j_ Se_e Fun_ _im_afions Fun_
ASSETS:

Cash and cash equ_en_ ......... $ 1,042,909 $ 42,646 $ 26,115 $ 60,609 $ -- $ 1,172,279
_vestmenL_, inclu_ng acc_e£1 i_e_ . 3,374A98 -- 663,342 1,419,531 (118,788) _33_583
Accoun_ _c_va_

Re_ es_ taxes (ie_ _wance for
unc_cfi_e amoun_ of $34_412) 582_98 .... 582A98

Federal, St_e and other aid ...... 4,918,659 481,370 -- -- -- 5A00_29
Taxes o_er _an _ estate ....... 2_50_76 -- -- 165,611 (16,000) L599_87
O_er ........................ 430,712 .... 430,712

Moagage loans and m_re_ _c_vab_
(less _wance for unc_cfi_e
amounts of $752,308) ........... -- -- -- 1_21 -- 1,721

Due from o_er funds ............. _83_386 1_8_580 3_391 268,601 (285_26) _63_332
Due from Componem U_ ........ 248_54 253,456 -- 11,621 -- 513,131
Re.riced cash and _ve_mems ..... -- 331,236 -- 838.598 -- 1,169,834
O_er .......................... -- 40,354 -- 36,062 -- 76A 16

Total assets ............... $15_83_92 $ 2_29,642 $ 721,848 $ 2,802,354 $ (420A14) $21,917,222

L_ES ANDFUNDBALANCESI

Lia_l_es:

Accoun_ payable and accrued
l_l_es ..................... $ Z888_65 $ 1,165,278 $ 17,021 $ 451,786 $ (77,227) $ 9_44,923

Bond anti_pation notes payable .... -- -- -- 2,200_00 -- 2,200,000
Accrued tax _funds:

Re_ estate taxes ............... 20,136 .... 20,136
Pe_on_ income taxes .......... 45,593 -- -- 46,136 -- 91,729
O_er ........................ 43 A01 .... 43,401

Accrued judgme_s and clams ..... 249,872 103,336 -- -- -- 353,208
De_ed _venues:

Prepaid re_ estate taxes ......... 1_7_884 .... 1,373,884
Unc_lec_d _ estate taxes ...... 550,385 .... 550,385
Taxes other than re_ e_e ....... 2,127_13 -- -- 16_00 (16,000) 2,127_13
O_er ........................ 1,215,945 13,094 -- 100,600 -- 1,32%639

Due _ o_er funds ............... 1,763,555 3,114,165 7,408 32,830 (285_26) _632_32
Due m Component Units .......... 243 .... 243
Esfimmed disallowance of Federal,

State and o_er _d ............. 202,560 .... 202,560
Payable for investment securities

pu_hased .................... -- -- -- 249,391 -- 249,391
Total l_fifies ............ 15_8_652 _395_73 24,429 3_9_743 _7_853) 22,618,844

Fund b_ances:
Reserved fo_

Debt serv_e .................. -- -- 697,419 1267_52 (41561) 1,922,910
Noncu_ent mo_gage loans ...... -- -- -- 13,342 -- 13,342

Un_served (deficitL _poaed in:
Gener_ fund .................. 403,140 .... 403,140
New York Ci_ Capital Proje_ Fund -- (1,466,231 ) -- -- -- ( 1,466,231 )
Nonm_or funds ............... -- -- -- (I _74_83) -- (1_74_83)

Total fund balances (defici0 .. 403,140 (1_6_231) 697,419 _9_389) (41,561) (701,622)

Tot_ l_l_es and fund balances ... $15_83_92 $ 2_2%642 $ 721,848 $ 2,802,354 $ (42_414) $21,917,222

The _con_lim_n of _e fund b_ances of governmem_ _nds _ _e n_ asse_ (deficit) of government_ acfi_fies in _e Statement
of Net Asses is p_sen_d in an accompan_ng schedule.

See accompan_ng notes _ financi_ _memems.
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THE CITY OF NEW YORK

GOVERNMENTALFUNDS
BALANCESHEET

JUNE 3_ 2001
(in _ousands)

New Yo_ City G_e_l Nonm_or To_i

Ca_l Debt Go_mm_tal A_u_m_ts/ G_emm_l

Gene_l Proj_ Se_i_ Fun_ _imin_m Fun_

A_ETS:

Cash and casheq_v_ems ......... $ 765A28 $ 27,031 $ 26,970 $ 193_52 $ -- $ 1_12,881
Investment, _du_ng accrued _ Z73_399 -- 2,118,373 1,887,158 (171,590) _573_40
Accoun_ _covab_:

Re_ _ tax_ 0ess _wance _r
uncdlecfible amounts of $362,700) 616_73 .... 616,473

Feder_, Sm_ and o_ _d ...... _72_781 566,531 -- -- -- 5,293,312
Taxes mher _an _ estate ....... 2,550,670 .... 2fi5_670
O_er ........................ 505,284 .... 505,284

Mo_gage _ans and _ _ce_ab_
(_ _wance _r unc_cfib_
amounts of $750,148) ........... -- -- -- 33_37 -- 33,437

Due from o_er _nds ............. _84_419 1,154,105 -- 252_73 _66_48) 3_80fi49
Due from Componem Units ........ 203,619 205A56 -- 11,063 -- 420,138
Res_i_ed c_h and investmen_ ..... -- 209_80 -- 42,142 -- 251,222
Other .......................... -- 44,596 -- 29,824 -- 74A20

Tot_ assets ................. $1_948_73 $ Z206_99 $Z145_43 $2,449,149 _437_3_ $21,311,726
LIABI_ES AND FUNDBALANCES:

Lia_l_es:

Accoums payaNe and accrued
liabi_fies ..................... $ 7,391,448 $1,I00fi36 $ 17_88 $ 404_25 $ (86,868) $ _82_929

Accrued tax _nds:
Re_ estate taxes ............... 48,979 .... 48,979
Pe_on_ income taxes .......... 43,884 .... 43,884
Other ........................ 77fi75 .... 77,575

Acc_ed judgmen_ and clams ..... 309,007 105_74 -- -- -- 414_81
De_ed _venues:

P_p_d _ e_e _x_ ......... 1A51,774 .... 1A51,774
Unc_c_d re_ esm_ taxes ...... 586,737 .... 586_37
Taxes mher _an re_ estate ....... 2,246,675 .... 2,246,675
O_er ........................ 1_2_258 53,110 -- -- -- 1_73_68

Due _ o_er _nds ............... 1,140,130 3,065,246 7A08 33,813 (266,04_ 3_8_549
Due m Componem Units .......... 23A58 .... 23A58
Esfima_d _sallowance of Federal,

Stme and o_er _d ............. 210,268 .... 210,268
Paya_e _r investme_ securities

pu_hased ...................... -- -- -- 179,862 -- 179,862
Total l_fifies .............. 14,550,193 _324,466 24A96 618,300 (352,916) 19,164,539

Fund b_ances:
Rese_ed _r:

Debt se_e .................. -- -- _ 12_847 1_77_20 (84,722) 3,814_45
Noncu_em mo_gage loans ...... -- -- -- 30,996 -- 30,996

Un_se_ed (defici0, _po_ed _:
General _nd .................. 397,880 .... 397,880
New Yo_ Ci_ Capital Projec_ Fund -- _, 117,667) -- -- -- (2,117_67)
Nonm_or _nds ............... -- -- -- 21,933 -- 21_33

Tot_ _nd b_ances ......... 397,880 (2,117_67) 2,120,847 1_3_849 (84,722) 2,147,187

Tot_ l_fifies and _nd b_ances ... $1_948_73 $ 2,206,799 $Z145_43 $2,449,149 _437_3_ $21,311,726

The _conc_ation of _e _nd balances of governmental funds _ _e net assets of governmem_ acti_ties _ _e Sm_ment
of N_ Asses is p_sen_d in an accompan_ng schedd_

See accompanying notes to finand_ _meme_s.
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THE CITY OF NEW YORK

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL

FUNDS TO THE STATEMENT OF NET ASSETS

JUNE 3_ 2002

(in _ousand_

Amoums _po_ed for governmental activiti_ in _e _eme_ of N_ Asses _e _ffe_m becau_:

Tot_ _nd balanc_--govemment_ _nds ...................................................... $ _01fi2_

_ven_d_ recorded in _e S_tement of N_ _ _e

_co_ed _ expendi_s in _e govemme_ _nds ............................................ 210_72
Ca_l assets used in governmental acfiv_ _e not finand_

_sou_ and _e_ _e not reposed _ _e _nds ............................................ 26_59_71
O_ _n_rm _ _e n_ availab_ _ pay _r cu_ent-pedod

expen_m_s and, _e_re, _e de_ed in _e _nds ........................................... 3,131,025
Lon_rm fiaNl_ _e not due and paya_e _ _e cu_em period

and accordingly _e not _po_ed in _e _nds:

Bonds and no_s payable ................................................................. _471 _71)
Accrued interest payable ................................................................. _2_57_
O_er Long-term lh_l_ ................................................................ (11,899,945)

N_ _sets _efid0 of govemment_ actN_ ................................................... _23_99,64_

See accompanying notes to finand_ _atements.
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THE CITY OF NEW YORK

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL

FUNDS TO THE STATEMENT OF NET ASSETS

JUNE 30, 2001
(in _ou_nd_

Amoums _po_ed _r go_menml activities in the Stmemem of N_ Asses _e _ffe_nt because:

Total _nd b_ances--govemmental _nds ...................................................... $ 2,147,187

lnvento_es _co_ed in _e _memem of N_ asse_ _e

_co_ed _ expen_m_s in _e governmental _nds ............................................ 197,593
Ca_t_ _ u_d in govemment_ acfi_fi_ _e not fin_nci_

_sou_ and _e_ _e n_ _po_ed in _e _nds ............................................ 24_9_361

Ot_er _ng-term _sets _e not av_lab_ m pay for cu_ent-pefiod
expendim_s and, _e_, _e de_ed in _e _nds ........................................... 3_03_01

Long-term l_fifi_ _e n_ due and payable in _e cu_em period . . ,
and acco_in_y _e n_ _po_ed in _e _nds:
Bonds and no_s payable ................................................................. (38_29fl5_
Accrued in_ paya_e ................................................................. (612,507)
Other Long-term fia_fifies ................................................................ (11_5_83_

Net asses (defick) of governmental acti_ties ................................................... $(19,847,159)

See _companying n_es m finand_ _memems.
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THE CITY OF NEW YORK

GOVERNMENTALFUNDS
STATEMENTOF REVENUES, EXPENDITURES,AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2002

(in thousands)

New York City General Nonm_or Total
Ca_tal Debt Governmental Adjustments/ Governmental

General Projec_ Serv_e Funds E_m_afions Funds
REVENUe:

Real e_me taxes ........................ $ _760_72 $ -- $ -- $ -- $ -- $ 836_872
S_es and use taxes ...................... 3_5Z386 .... 3_5L386
Pe_on_ _come tax ...................... _555_59 -- -- 45_547 -- 5,005,606
_come _xes, _her ...................... 3,192_84 .... _ 192_84
Other taxes ............................. 123_829 .... 123_829

Feder_, State and _her ca_gorical _d ........ 1_645_70 389,151 -- 31_646 -- 15,349,767
Unnoticed Fede_l and State _d ........... 665,820 .... 665,820

Cha_es _r se_es ..................... 1A58393 .... 1_5_393
Tobacco settlement ...................... 21 I, 159 -- -- 45_53 -- 256_ 12
_ve_mem _come ....................... 8_559 -- _764 9_707 -- 185_30
in_ on mo_gages, n_ ................. -- -- -- 5_11 -- 5_11
Other _venues .......................... 1_27_90 1,123_33 32,391 1,529,547 (1_8_53_ Z823_22

To_l revenues ...................... 4_385_21 1_ 1L 184 37,155 L444_ 11 (1A8_53_ 4L89_432

EXPEN_TUR_:

Cu_em Operat_ns:
Gener_ governmcm ................... 1,809_24 577_86 -- 13,175 -- 2,399,885
Pu_ sa_ and jud_ial ............... _462_11 828A61 -- -- -- 729_772
Educ_n ........................... 11315_15 1_65249 -- IA90,147 (IA8_539) 13A8_872
C_y Un_ersity ....................... 417,838 1_642 -- -- -- 428_80
Soc_l se_es ........................ _097326 106,188 -- -- -- _203_14

En_ronmental protect_n ............... 1,602_25 1_21 _55 -- -- -- _824_80
Transpo_ation services ................. 678_28 914_32 -- -- -- 1_93_60
P_ks, recreation and cultural _6vifi_s ...... 305,063 369.539 -- -- -- 67_602

Hou_ng ............................. 44_284 38_384 -- -- -- 82_668
Heal_ (including paymen_ _ HHC) ....... 2,131 _06 111224 -- -- -- 2242_30
_br_ies ............................ 123,808 34,642 -- -- -- 158_50
Pens_ns ............................ 1_91_96 .... 1_91_96

Judgments and clams .................. 521.834 .... 521,834
F_nge benefits and _her bene_ paymen_... 2_2_143 .... 2_2_ 143
Admims_e and other ................ 37_013 -- 1_438 9_955 -- 49_406

De_ Se_e:

lme_ .............................. -- -- 1_81 _51 697,644 (L62_ 2_7_667
Redem_ns ......................... -- -- 1_3_815 531 _64 (52,102) 1,81_277
Lease paymen_ ....................... -- -- -- 317,323 -- 317,323
Reining escrow ..................... -- -- 3,804 -- -- 3,804

To_l expendi_s ................... 39_98_14 _32_102 233Z708 3,149,808 (I _44269) 5_15_663

Excess _efic_nc_ of _venues
ov_ expenditures ............... 887A07 (4,807_1_ (2,695,55_ _04,897) 54_30 _26_231)

OTHERFINAN_NGSOURC_ (US_):
Trans_ _om (_) Gener_ Fund ........... -- -- 1_7_ 125 _34_09) ( I1,569) 925347
Trans_ _om Nonm_or Caph_

Projects Funds ........................ 457,832 L229230 -- -- _22_23_ 457,832

Trans_ _om Component Units for
de_ se_e .......................... 21 f107 .... 21,707

Proceeds from sa_ of bonds ............... -- L66_748 -- 1,149_75 -- 3,815,823

_come _om sa_ of _ cap ............... -- -- -- 23,092 -- 23,092
Captained _ases ....................... -- 563,376 -- -- -- 563,376
Re_nd_g bond proceeds ................. -- -- 1,044,889 112,353 -- 1,15%242
Transfer from (to) New Yo_ Ci_ Ca_t_

Projec_ Fund ........................ -- -- -- _22_23_ L22_230 --
Trans_ to Gener_ De_ Serv_e Fund ...... (1_55,11 _ .... ( 1,355, I 1_
Trans_r _ Componem Uni_ _r de_ _e . (_57_ .... (@576)

Trans_r _ Nonm_or De_ Serv_e Funds .... -- -- -- _8A6_ -- _8A6_
Paymems _ _nded bond escrow h_der .... -- -- (I ,044,88_ (112_53) -- ( I, 15L24_

To_l _her finan_ng souses (uses) ..... (882,147) 5_5_354 127L125 (1_2_341) (1 lfi6_ _417A22

N_ change in _nd b_ances ................. 5,260 651_36 (1_23A28) (2,12523_ 43,161 (2,848_09)
Fu_o BA_A_C_ (D_¢_) _r B_ o_ Y_A_ .. 397,880 (2,117 _6_ 2,12_847 1_3_849 (84,722) 2,147,187

F_oB_c_(D_c_)_E_oo_Y_A_ ....... $ 40_140 _1_66231) $ 697_19 $ _9_389) $ _1_61) $ _01_2_

The reconciliation of the change in fund balances of governmental funds to the change in net assets of governmental

acnvmes"" " in the Statement of Net Assets is presented in an accompanying schedule.

See accompanying notes to financial _atements.
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THE CITY OF NEW YORK

GOVERNMENTALFUNDS
STATEMENT OF REVENUES, EXPENDITURES,AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2001

On thousand_

New York City Gener_ Nonm_or Total
Ca_tal Debt Governmental AdjugmentsJ Governmental

General Projects Servke Funds Elim_ns Funds
REVENUF_:

Real estate taxes ........................ $ _245_85 $ -- $ -- $ -- $ -- $ _24_585

S_es and use taxes ...................... _195594 .... 4,195,594
Pe_on_ _come mx ...................... _757_74 -- -- 407,442 -- 6,164,516
_come mxe_ _her ...................... 3,685,224 .... 3_85224
Other _xes ............................. 1,293,657 .... 1,293,657

Federal, State and _her ca_gofic_ _d ........ 12,763,683 355,359 -- 303,136 -- 13_22,178
Un_s_d Feder_ and State a_ ........... 63_380 .... 634,380

Cha_es _r se_es ..................... 1A9_292 .... 1_9_292
Tobacco settleme_ ...................... 15_340 -- -- 49,988 -- 204_28

_ve_mem income ....................... 245,353 -- 35,611 104,_)9 -- 385,573

Interest on mo_gages, n_ ................. -- -- -- &329 -- _329
Other _venues .......................... 1_62fi90 1_5L547 2 1A8&027 (1,443,379) L86L887

Total _venues ...................... 4_231,872 1A I_906 35,613 2,357,531 ( 1,443,37_ 4_59_543
EXPEN_TURF_

Cu_em Operation_
Gener_ governmem ................... 1_78_23 583_98 -- 12,604 -- I_75_25
Pu_ safety and jud_ial ............... 5,874,881 236331 -- -- -- 6,111,212
Educ_n ........................... 11fi4_119 120L614 -- 1A3_057 (I,443,379) 13248AI 1

City UnNersity ....................... 392,936 9_38 -- -- -- 401,974
Soci_ serv_es ........................ _71 &971 161_91 -- -- -- 8,878,962

En¼ronment_ pr_ection ............... 1,528,271 1,00_236 -- -- -- 2,536,507

Transpo_ation se_es ................. 749,682 855_77 -- -- -- 1_05_59
P_ks, recreation and cultural acfiv_es ...... 317,150 255,908 -- -- -- 573_58

Hou_ng ............................. 481,757 413,896 -- -- -- 895_53
He_ Ondud_g paymen_ _ HHC) ....... 1_59_84 60A26 -- -- -- 2_ 1_510
Libraries ............................ 382,776 16,839 -- -- -- 399,615
Pennons ............................ 1,127,129 .... 1,127,129

Judgments and clams .................. 59_846 .... 59_846
Fringe bene_s and _her bene_

paymems ............................ 2200,117 .... Z20_117
Adm_i_r_e and other ................ 315282 -- 13,447 62,930 -- 391,659

De_ Se_
_ .............................. -- -- 1,44_ 178 703,377 ( 11,809) Z 14_746

Redem_ns ......................... -- -- 1_ 1_263 21_339 252A35 1_77_37
Lease payme_s ....................... -- -- -- 268,212 -- 268,212
Reining escrow ..................... -- -- 4_ 182 -- -- 46,182

Tot_ expenditures ................... 37,264,424 5309_54 Z819_70 2,700,519 (120Z753) 4_891214

Exce_ Oefic_nc_ of _venues
over expend_u_s ............... Z96_448 (%897,04_ _83A57) _42_8_ _4_626) _,29_671 )

Orn_ F_NANCtN_SOURC_ _S_
Transfers from General Fund .............. -- -- 2_9_822 571_00 (1_15_ 2943_72

Trans_ from Nonm_or Capital
Projec_ Funds ........................ 1_7_954 -- 5_847 ( 1_76_54) 5_847

Proceeds _om s_e of bonds ............... -- 125_501 -- Ifi88,164 -- 2_44,665

Capk_ized _ases ....................... -- 55251 -- -- -- 55251
Refunding bond proceeds ................. -- -- 1,147,335 -- -- 1,147,335
Trans_r m New Yo_ Ci_ Ca_tal Pr_ec_

Fund ............................... -- -- -- (1_7_95_ 1_76_54 --
Trans_ _ Gen_ De_ Se_e Fund ...... _62_5_ .... _6Z553)

Transit _ Nonm_or Debt Serv_e Funds .... -- -- -- (37,366) -- (37,366)
Paymems _ _nded bond es_ow h_der .... -- -- (1,14Z33_ -- -- (1,14%335)

Tot_ oth_ financing sources (uses) ..... _62_5_ Z888f106 Z39_822 602_91 (19,150) 2,899_16

N_ change in _nd b_ances ................. _895 (1,008,34_ (392_35) 259,103 _59_76) (1,396,755)
FUNOBALANCES(DE_O_ Ar BEGm_NG OFYEAR.. 392,985 (1,1(N,32_ Z513A82 I_71,746 175,054 3_43_42

FUNDBALANC_(Omqo_ ATENDOFYEAR....... $ 397,880 $ (2,1 IZ66_ $ Z12_847 $ 1,830,849 $ _722) $ 2,147,187

The reconciliation of the change in fund balances of government_ funds to the change in net assets of governmental

activities in the Statement of Net Assets is presented in an accompanying schedule.

See accompanying notes to financial _atemen_.
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THE CITY OF NEW YORK

RECONCILIATION OF THE STATEMENTOF REVENUE_ EXPENDITURES AND CHANGES IN FUND
BALANCES OF GOVERNMENTAL FUNDSTO THE STATEMENTOF ACTIVITIES

FOR THE YEAR ENDED JUNE 3_ 2002

(intho_ands)

Amoun_ reported forgovemmental activities _ _e S_temem _Acfivities are &fiesta bec_:

N_ change in _nd b_an_s--tot_ govemmem_ _nds ............................ $ (Z848,80_

Govemmem_ _nds _po_ cap_ outlays as expend_u_s. Howeveg in _e
statement _ _tiv_ _e co_ of _o_ _s_s is _c_ed ov_ _eir

_fim_ed u_l IN_ and _po_ed _ dep_ciation _pe_ This is _e
amoum by wh_h o_tal outlays exceeded dep_dm_n in _e cu_em period.

Purchases of fixed _s_s ................................................. $ _561_73

Dep_d_n expense .................................................... (I,153_44) 3_07229

The n_ effe_ _ various mi_dlaneo_ _an_ctions inviting _tai _ts _d
other (L_, s_, _ad_ins, and donations) is _ dec_e net asses .................. (1fl4_69_

The i_uan_ _ _n_rm debt _, bond_ _) provides cu_em financi_
_u_es _ go_mmem_ _n_, w_ _e _paymem of _e pfindp_
of lon_rm de_ consum_ _e cu_em financi_ msou_es of
govemme_ _nds. Nd_er uansa_n, howeve_ has any effe_ on
net _s_s. A_ govemmem_ _nds _po_ _e effe_ of issuance co_s,
p_mium_ _oums, and _mil_ items when de_ is first issued,
where_ _e_ amounts _e de_ed and amo_ized in _e _emem of

acti_tie_ _his amount is _e _t effe_ of _e _ffe_ in _e

geatment _ _n_rm de_ and m_d imms.
Pmc_ds from _les of bonds .............................................. _315_2_

Pfincip_ paymen_ of bonds .............................................. 1,810,277
Other ................................................................. (30_ 16) _3_ 16_

Sore _pe_ reported in _e s_temem _ acfiviti_ do net r_m _e use _ currem fin_d_
msou_e and _em_m, _e not reposed as expen_m_s _ govemment_ _nds ........ 002_75)

R_en_s in _e smmmem of _fi_ti_ _m do n_ Wov_e _t financi_
_sou_ _e not reposed _ mvenu_ in the _nds ............................... O2_57_

Change in net _--go_mmental activities .................................... $ O$52fi8M

See accompanying no_s to financial _mements.
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THE CITY OF NEW YORK

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 3_ 2001

(in Mou_nd_

Amounm _poned _r go_mmental activ_ in Me Smtemem of Acti_fies _e _ffe_m becaus_

Net change _ _nd b_ances--_tal govemmem_ funds ............................ $ (1_9@755)

Gov_nment_ _nds _po_ ca_t_ outlays as expenditu_ Howeveg in Me
_ement of _ctiv_es Me co_ of Mo_ _ is _c_ed ov_ _e_

e_immed use_l lNes and _ported _ deprecim_n expense. T_s is _e

amoum by which capital outlays exceeded dep_ciation in _e cu_em period.
Pu_h_ of fixed asse_ ................................................. $ 3,366,818

Depreci_n expen_ .................................................... (1,243,00_ 2,123,818

The net effect of v_ious mi_neous _ansacfions _v_ng capit_ a_s and
_her (L_, sales, _ade-ins, and donations) is to decrease net asse_ .................. (179,048)

The issuance of long-term de_ (_, bonds, leases) provides currem financi_
_sou_ to governmental _nds, w_ _e _payment of the principal
of _ng-_rm de_ consum_ _e cu_ent financial _sou_es of

governmental funds. N_M_ _an_ction, howeveg has any effect on
net asse_. Also, governmental _nds _poa Me effect of _suance cos_,
prem_ms, _oum_ and simil_ Rems when debt is fi_t _sued,
whe_ the_ amoums a_ dc_ed and amo_ed in Me sm_ment of
activities. This amoum is _e n_ effect of _e diffe_nc_ in _e

_e_ment of lon_rm de_ and _l_ed i_ms.
Proceeds _om s_es of bonds .............................................. _44_65)

Prin_p_ paymen_ of bonds .............................................. 1fl77_37
Other ................................................................. (31,217) (1_9_845)

Some expens_ _po_ed in _e sm_mem of _fi_fi_ do n_ req_ Me_e of cu_em finan_
_sou_e and Me_, a_ not _poaed as expenditures in gove_memfl _nds ........ G18,735)

Revenues in _e _memem of a_Nities Mm do not pmv_e cu_ent financifl
_sou_ are n_ _po_ed as revenues in Me _nds ............................... 122_10

Change in net _sets--govemmental activities .................................... $ (1,147,555)

See accompany_g no_s to financial _memems.
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THE CITY OF NEW YORK

GENERAL FUND

STATEMENTS OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL

FOR THE YEARS ENDED JUNE 30, 2002 and 2001
(in _ou_nd_

2002 2001

Budg_ Budg_

Ado_ Modred Actu_ Ado_ Modffied Actu_

REVENUES:

Real estate taxes ................. $ 8,590,371 $ _753_21 $ 8_6_872 $ 8,111,268 $ _277_36 $ 8245_85
S_es and use taxes ............... _267_00 3,960,300 3_5_386 3,945,900 _265_21 4,195,594
Pe_on_ income mx .............. 5_74,441 4,669,139 _555_59 5239_28 5,669,565 5fl57_74
Income mx_, _her .............. L97_300 2,82_800 3,192_84 3,341,535 3,671,535 3,685,224
O_er taxes ..................... 1f151_74 1_3%774 1,230,829 1,176A00 1,237,848 1,293,657

Feder_, S_te and o_ c_egofic_ _d. 12_60A12 15286_43 1_645_70 12,193,170 IL263_62 1L763_83
Un_mri_ed Federal and S_ _d ... 706A19 694,776 665,820 564,323 592,643 634,380
Ch_ges _r _es .............. 1,388,898 1,386,371 1_58,393 1,374,949 1_34A24 1A6_891
Tobacco _eme_ ............... 220,259 211,159 211,159 139,142 153,142 154,340
In_ income .................. 154,540 80,170 80,559 170,910 250,305 245,353
O_er _venu_ .................. 1A53_77 1,858,142 1fi27_90 1,032,462 1,987,123 1,762,690

Total revenues ............... 3_347_91 41,364,295 40385fl21 3_28_787 40,803,004 4_ 198A71
EXPEND_URESI

Cu_em Op_ations:
Gene_l govemmem .............. 1,221,977 1,964,034 1,809,624 l _5_043 1,109,173 1_78#23
PuM_ _fety and ju_dM .......... 5,885,091 635%898 6_62_11 5_59,045 5_1_604 5,874,881
Education ...................... I 1,521_85 11,862M92 11_15_15 10,972,518 11_9_255 11,545,119

Ci_ Un_e_i_ .................. 444,978 456,903 417,838 426,182 427,967 392,936
SociM _ices .................. L927220 9,275,281 %097f126 8#58_62 8_2%394 8,716,971
Env_onmental pr_ection .......... 1_3Z330 1_49,043 1,602,525 1_9%362 1_5_029 1,528,271
Transportation _ ........... 605,262 691,841 678,728 616,997 790,519 749,682
P_ks, recreation and c_r_ activ_. 315,341 307,959 305,063 287_70 317,508 317,150
Housing ....................... 453,916 464,155 440284 460,983 517,382 477,636
HeMth 0ncluding paymcms to HHC) 2_33_80 Z207f126 2,131,506 1,842A72 2_39_ 11 1_59_84
Libraries ....................... 131A33 12_030 123,808 242,392 382,999 382,776
Pensions ....................... 1,363,845 1_97_25 1,391,896 1,132,414 1,20%043 1,127,129
Judgmems and clMms ............ 309,527 389,527 521,834 44_273 498,273 594,846
Fringe benefi_ and o_ benefit

paymems ..................... 2,288,857 2A2Z737 Z426,143 2,160,700 2,172,215 2,200,117
O_er .......................... 1,026,560 565 A 16 374,013 714,950 509,622 315,282

Total expen_m_s ............ 38,165,902 40,341,567 39A98,314 36_69_63 37,863_94 3Z26_303
Excess of revenues over

expenditur_ ............ 1,182,089 1_22_28 887A07 1,219,824 _93_010 2_38,168

OTHER _NANONG SOURC_ (UsE_:

Trans_ from Component Units .... 33,000 24,700 21,707 34_00 34,200 33_01
Transit from New York Ci_

Capital Pr_e_s Fund ........... -- 365,927 457,832 -- -- --
Trans_ and _her paymems _r

debt service ................... (1,215,089) (1A !3_55) (1,361,686) (1254224) (Z97321 _ (2_6&674)

Total mh_ financ_g
sources (uses) ............. (1,182_89) (1_22_2_ (882,147) (1,219,824) _39_I_ (2,933273)

EXCESS OF REVENU_ OVER EXPEN_TUR_

AND OTHER _NANCING SOURC_ (Us_) . $ -- $ -- 5,260 $ -- $ -- 4,895

FUND BALANCES AT BEON_NG OF YEAR . . 397,880 392,985

FUNDBALANCESATE_D oFYEAR ....... $ 403,140 $ 397,880

See accompany_g notes _ finand_ _emems.
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THE CITY OF NEW YORK

FIDUCIARY FUNDS
STATEMENTOF FIDUCIARYNET ASSETS

JUNE 30, 2002

(in _ousand_

Pe_n and
Other

Em_cy_
Benefit Agency

Trot Funds Fund

Ass_:

Cash and cash equN_e_s .................................................. $ 173,625 $ 35,144
Recova_es:

Rec_va_e for investmem securities sold .................................... 1041 _87 --
Accrued in_ and dividend receivable .................................... 436,056 --

lnve_mems:

Other sho_-term inve_men_ .............................................. 3,124,469 --
Debt securit_s ......................................................... 25,701,759 1,144065
Equi_ securities ........................................................ 4_967_78 --
lmemation_ _vestmem _nd---equi_ ....................................... 1L087_37 --
Mo_gages ............................................................. 3_53 --

Guaran_ed investme_ con_a_s ........................................... 1,519,138 --
Management investme_ contacts .......................................... 173,510 --
Mutu_ funds .......................................................... 3_47_77 --
C_l_er_ from securities lending transactions ................................ 9_83_35 --

Due _om o_er funds ...................................................... 1,143 --
Other .................................................................. 79_57 4

To_l asse_ ........................................................ 103_39fi24 1,180,113
LIABHJ_ES:

Accoun_ payable and accrued l_Hties ....................................... 1,087,748 351,288
Payable for _ve_mem securit_s purchased .................................... 5_98_92 --
Accrued benefi_ payable ................................................... 259,585 --
Due _ o_er funds ........................................................ 1,143 --
Secufit_s lending _ansa_ions .............................................. _783_35 --
O_er .................................................................. 35,226 828,825

Tot_ fiabifities ..................................................... 1_966229 1,180,113
NET ASSETS:

H_d in Tru_ for Benefit Paymen_ ........................................... $ 86_73_95 $ --

See accompan_ng no_s to financial _emems.
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THE CITY OF NEW YORK

FIDUCIARYFUNDS

i STATEMENTOF FIDUCIARY NET ASSETS
JUNE 30, 2001

(in _ousands)

Pennon and

Other

Em_oy_

Benefit Agency
Trot Funds Funds

ASSETS:

Cash and cash equ_alents .................................................. $ 485,396 $ 77,339
Rec_vaNes:

Rece_ab_ for inve_mem securities sad .................................... 1_ 17406 --

Accrued in_ and dividend receivable .................................... 466,266 --
InveMmen_:

Other sho_-_rm investmcms .............................................. 3,694,342 --
Debt securities ......................................................... 29,369,366 1,168,699

Equi_ securities ........................................................ 53_82_31 --
In_rn_n_ investment fund---equi_ ....................................... 12,972,165 --
Mo_gages ............................................................. 9,359 --
Guaran_ed inve_mem convac_ ........................................... 1_43_69 --

Managemem investmem contacts .......................................... 97,518 --
Mu_ _nds .......................................................... 3,238,919 --

C_l_er_ _om securities lending _ansactions ................................ 1_882_01 --
Due from o_er funds ...................................................... 750 --
Other .................................................................. 55,760 --

Total assets ........................................................ 117,116,148 1,246,038

L_ES:

Accoums payable and accrued l_M_des ....................................... 510,336 311,005
Payable for inve_mem securities pu_hased .................................... 5_5_262 --
Accrued benefi_ payaNe ................................................... 306,123 --
Due m _hcr _nds ........................................................ 750 --

Securities lending _ansactions .............................................. 1_882_01 --
Other .................................................................. 21,752 935,033

Tot_ l_l_es ..................................................... 17,679,124 1246_38

NET ASSETS:

Held in Trust for Benefit Paymems ........................................... $ 99_37_24 $ --

See accompan_ng no_s to financial _memem_
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THE CITY OF NEW YORK

FIDUCIARY FUNDS

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2002

(in _ousands)

Pennon and

Other Em_oy_
Benefit Trust

Funds

AD_ONS_

Contributions:

Member contribu_ons (n_ of loans to members) ............................................. $ 979_58
Em_oyer contribm_ns ................................................................. 1_08034
O_er em_oyer contributions ............................................................ 22,020

Tot_ contributions ................................................................. L510_12
lnve_ment _come:

In_ _come ....................................................................... Z23_765
DNidend income ...................................................................... 772,792

N_ dep_n in f_r v_ue of _ve_men_ ................................................ (11,670,405)
Le_ investment expenses ............................................................... 337_00

Investment loss, net ................................................................ (8098fi48)

Payments _om o_er funds ................................................................ 2,099
O_er ................................................................................. 28,222

Total ad_fions .................................................................... (6,45&215)
DEDUC_ONS:

Benefit payments and wi_draw_s ........................................................ 6_85_82
Paymen_ to o_er funds ................................................................. 2,099
Other ............................................................................... 41,884
Admi_s_ative expenses ................................................................ 77,849

Tot_ deductions .................................................................. 6,905,514

Decease in plan net asse_ .......................................................... (15_65_29)
NET ASSETS:

Held in Trust for Benefit Payment:
Beaning of Year ..................................................................... 99_37_24

End of Year .......................................................................... $ 8_073295

See accompany_g notes to financi_ _ements.
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THE CITY OF NEW YORK

FIDUCIARY FUNDS

i STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FOR THE YEAR ENDED JUNE 3_ 2001

(in _ou_nd_

_n_on and
Ot_r Em_

Be_ _t
Fun_

AD_ONS:
Contributions:

Member contributions (n_ of loans to member) ............................................. $ 959,715

Em_oy_ contributions ................................................................. 125_832
O_ em_oyer contributions ............................................................ 21,324

Total comfibutions ................................................................. 2,237,871

Inv_tment _come:

In_ income ....................................................................... 2_78_74
DN_end _come ...................................................................... 739,949

N_ depreciation in f_r v_ue of inve_men_ ................................................ (12_7_69_
Le_ inv_tment expenses ............................................................... 723,134

Investment _ss, net ................................................................ _74_0_

Payments from o_er _nds ................................................................ 750
O_er ................................................................................. 20,697

Tot_ additions .................................................................... (7,715,591)

DEDUC_ONS:

Benefit payments and window,s ........................................................ 6,3 !2,103
Payme_s _ o_er _nd ................................................................. 7_0
O_er ............................................................................... 24,319

Admi_s_ative expens_ ................................................................ 67,254
Tot_ deductions .................................................................. 6_04_26

Delete in plan net asse_ .......................................................... (1_12_01_

H_d _ T_ for Benefit Payment:

Beaning of Ye_ ..................................................................... 113fi57,041
End of Ye_ .......................................................................... $ 99A37_24

See accompan_ng no_s m finandfl _memems.
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THE CITY OF NEW YORK

COMPONENT UNITS
STATEMENT OF NET ASSETS

JUNE 3_ 2002

(in _ousands)

Hou_ng
Devdopme_ Housing

Heath and Off-Track Corpo_tion A_ho_ty Econom_ Water and Nonm_or
H_ls Betting Oc_ber 31, D_ember 31, Development Sewer Compone_

Corpo_tion Corpo_tion 2001 2001 Corpo_tion Sy_em U_ ToLl

Ass_x_

Cash and cash equ_cn_ ............... $ 303,296 $ 2_076 $ 1,342 $ 857.868 $ 14,1 i 7 $ 5.274 $ 42,302 $ 1244_75
_ve_mem_ _u_ng accrued in_ ..... -- -- 186.131 385_50 235 -- 1,801 57_ i 17
Other _ceNa_es ...................... 745,489 1.372 209,355 ! 64_01 13_ 120 44_482 7,196 1_9_915

Moagage loans and in_ _c_va_ net . -- -- 2,619,995 1,284 41,736 -- -- Z663_15
lnven_fies ........................... 3_441 -- -- 16,194 -- -- -- 46,635

Due from Pfima_ Govemme_ ........... -- .... 243 -- 243
Re.riced cash and inv_tmems .......... 24_082 3,837 839,490 8,897 114,256 1_65530 10 ! ,420 3,182,512

Carrel assets:
Con_ruction workqn_rog_ ......... 163,579 .... 3_9L 147 186306 _245_32

_ Prope_ plant and eq_pme_ .......... _33_538 55,233 7,255 8.663,762 5,769 15_85_71 95,800 28.247.628
_ Accumulated dep_ciat_n ............. _03_79) O8_67) (1.323) _,168,165) (1,671) (4,86_73_ _750) (11,994,893)
_ Other ............................... _691 669 39,936 63,608 88,360 126,526 3,673 332A63

Total assets ...................... 2,932,137 42.920 3,902,181 5_9_299 392_22 1_55_735 417,748 3_239_42

L_BIIA_ES:

Accoun_ paya_e and accrued _a_l_es ... 829.395 12,904 173_77 673_ 17 75,323 15,796 22.373 1.802,685
Accrued in_ paya_e ................ 9,538 -- 35,898 1,709 -- 2_456 -- 7 !,601
De.wed _venues ..................... -- -- 45,19 i 12,136 792 76_31 10242 144_92

Due to Prima_ Govemme_ ............. -- 320 25_ 109 -- -- 262_02 -- 513,131
Noncu_e_ _a_l_es:

Due wi_in one year ................. 25319 1,644 8 ! 303 42,387 15 817_58 55 969_81
Due in more than one yc_ ............ 769_32 7,620 L64_191 245,416 101,771 1_74_833 271,358 14,792,921

Other ............................... 2250 5_82 -- 53,517 17,592 -- 1_87 80_28

Total lia_ies .................... 1_3_634 27,770 3_3_569 1_28_82 195_93 1! ,945,576 305A 15 18,37_039

NET ASSETS:

Inves_d in capit_ assets, net of related de_ . 921,221 15,320 5D32 _357_69 3,861 _ 171D82 51,284 _527,069
Restric_d _

Ca_tal projec_ ..................... -- -- -- -- 62,990 -- -- 6_990
De_ _rv_e ........................ -- -- 314,569 -- -- 245_72 23,766 583A07

Operat_ns ......................... -- .... 118,848 -- i 18,848
Loan_Secufi_ Deposits .............. -- -- -- -- 8_745 -- 3,028 83,773
Donor _s_ions ................... 13_ 13 ...... 13_ 13

Un_stfi_ed (defici0 ................... 360,869 (170) 347. I 11 608,248 49,833 76,257 3_255 1A7_403

Tot_ net assets .................... $ 1,295,503 $ 15,150 $ 667&12 $ 4_65fl17 $ 197_29 $ _612,159 $ 112_33 $ 11.865_03

See accompan_ng notes m financi_ _emen_.



THE CITY OF NEW YORK

COMPONENT UNITS
STATEMENT OF NET ASSETS

JUNE 30, 2001

(in thousand_

Housing
Deve_pment Housing

He_ and Off-Track Corporation A_ho_ty F_onomic Water and Nonm_or
H_p_a_ Betting O_ober 31, December 31, Development Sewer Compone_

Corporation Corpo_tion 2000 2000 Corporation SyMem U_ To_l

A_ETS:

Cash and cash equivalents ............... $ 31_043 $ 25,123 $ 966 $ 120,927 $ 22,516 $ 7A23 $ 38,194 $ 529,192
Inv_tme_ including acc_ed intere_ ..... -- -- 255_64 1_06_78 138 -- 2_27 1_64_07
Other _ceNables ...................... 775,146 1_39 -- 42_29 219,841 448_ 17 4,735 1A91 _07

Moagage loans and interest -- _73_923
_c_va_ n_ ...................... -- -- 2_9_ 121 1_56 42,246 --

-- -- 45,017
lnve_ofics ........................... 33,007 -- -- 12_ 10 --

Due _om Prima_ Govemmem ........... -- .... 23_58 -- 23_58
Re_fic_d cash and _ve_me_s .......... 316,139 1,595 72_027 _095 117,510 1_ 1_852 221 _99 2A03_ 17

Ca_t_ asses:
-- -- 3_8_396 55,212 3_47_04Con_ction wor_in-prog_ ......... 3 i 2,196 -- --

Prope_y, plato and eq_pme_ .......... _88_889 51,620 _683 &25_654 _463 14,369,095 78,178 26,644_82

L_ OtherACCumul_eddep_ci_n................... ........................' _38A9_1_640 (32,985)__ 41,093(805) _75_2_67,343 58,377(5i 0) (4,573_01)142,284 (16_71 )3,638 ( 11_38A93)323,375

Total assets ...................... _906562 4_792 3_ 1%449 5_35_69 464581 15_1_824 386,812 2_37_689

L_B_ITIES:

Accou_s paya_e and acc_ed liab_ifies ... 643,308 27,512 159,593 739fl23 54_05 18,033 1_872 1_53,646
Acc_ed in_re_ payab_ ................ 10_ 16 -- 37_61 1,869 -- 22,596 -- 71 _42

-- 45,656 58,506 674 76,562 9,533 190_31De_ed _venues ..................... --

Due to Primary Government ............. -- 311 214,371 -- -- 205_56 -- 420,138
Noncu_ent Liabilities:

Due w_n one year ................. 24,989 -- 38,800 11,864 -- 67_489 17 750,159
Due in more _an one ye_ ............ 789,850 3,743 2_15,103 138,128 144_73 9,345,805 270,158 13,307,560

O_er ............................... 23,632 -- -- 48_88 47,337 -- 1_77 121,134

Total liabil_es .................... IA9LI95 31,566 3,110,584 998,978 24_189 1_342,941 292,057 1_51_510

N_x A_'rs:

Inve_ed in carrel asses, n_ of
wl_ed debt ........................ 82_668 16,321 5,787 _391 _23 3,953 _23L648 37_43 9,514,343

Res_cwd _
-- 67,539 -- -- 67,539

Capital proje_s ..................... -- -- --
-- 248_86 -- -- 158,829 23,564 43_479De_ serv_e ........................ --

-- -- 120_84 -- 12_084
Options ......................... -- -- --

__ -- -- 88_38 -- 3,391 92,329Loan_Secufi_ Depo_ .............. --
.... 13,293Donor _fi_ns ................... 13,293 -- --

Unnoticed (defi_0 ................... 57_406 ( 1_95) 35_992 445_68 56,962 160,322 29,857 1,621,112

Total net assets .................... $ 1A1_367 $ 15,226 $ 608,865 $ _836_91 $ 217,392 $ 4,671,883 $ 94,755 $ 11,859,179

See accompanying no_s _ finan_ _emems.



THE CITY OF NEW YORK

COMPONENT UNITS
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 3_ 2002

(in _ousand_

Hou_ng
Development Homing

H_hh _d O_k Corporation Au_o_ty Ec_omic Nonm_or
H_ls Betting O_o_r 31, D_em_r 31, l)evelopm_t Wa_r and Com_

Corpo_tion Corp_on 2_1 2001 Corporation Sewer Sy_em Un_ To_l

Expenses .......................... $ _55%261 $ 251,092 $ 153,258 $ L396_81 $ 552,029 $ 1,841,725 $ 28,608 $ 9fl82_54
Program Revenue:

Ch_ges _r Se_ ............... 3,662,809 24_695 167_26 608,036 191,023 1_18_73 27,968 _522_30
Operating Gra_s and Co_b_ns ... 377,242 --

-- 1,381,890 60,603 -- -- 1,819,735
Cap_ Grants, Con_bufions and other. 140,330 -- -- 434,286 276,260 12,303 15_93 878_72

Total program revenues ........... _ 18_381 246,695 167_26 2_2_212 527,886 1_3_876 43,761 9,221,237

N_ program revenues (expenses) ..... _7L88_ (_397) 14,168 27,731 (24,143) (210,849) 15,153 (561,217)
Gener_ Revenues:

_ Inve_me_ _come 0oss) ............ 14,621 525 44,579 59,712 (81_ 97,543 945 217,115

OtherUnrestric_dFeder_................Sta_.... _d.... .........and 245,395-- 3,796-- ---- 41,583-- 3_921,898 53,582-- 1_80-- 348,9281'898

Gener_ _venues, net ............... 26_016 4,321 44,579 101,295 4,180 151,125 2_25 567_41

Change in n_ assets .............. (118_64) (7_ 58,747 129_26 (19,963) _9_2_ 17,578 _724

Net assets--be_nn_g .............. 1_ 1_367 15,226 608,865 4,836,691 217,392 4,671,883 94,755 11,859,179

Netassets-_ending ................. $ 1,295,503 $ 15,150 $ 667_12 $ 4,965,717 $ 197_29 $ 4,612,159 $ 112,333 $11_65_03

See accompanying notes to financi_ s_me_s.



THE CITY OF NEW YORK

COMPONENT UNITS
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2001

(in _ousand_

Hou_ng
De_pm_t Hou_ng

Heal_ and Off-Track Corpo_fion Au_o_ty Economic Nonmajor
H_ Being Oc_r 31, December 31, Developme_ Wa_r and Compo_

Corlm_fion Corpo_on 2000 2000 Corpo_fion Sewer Sy_em U_ To_l

Expenses .......................... $ _392_89 $ 26_868 $ 161,484 $ _235_41 $ 478,113 $ 1_23_24 $ 24,911 $ _377,130
Program Revenues:

Ch_ges for Se_es ............... 3_22_50 249,507 165_85 607_54 178,597 1,576,884 22,256 6_22_33

Operating Gran_ and Contributions ... 45_370 -- _ 1,33_060 40,857 -- -- 1,834,287
Ca_tal Gran_, Co_fibufions and o_er. 163,630 -- -- 534A 19 292,397 1,748 6_33 998_27

Tot_ program revenues ........... 4,240,050 249,507 165_85 2A81,133 511,851 1 fi78_32 28,289 9_54_47

N_ program revenues _xpense_ ..... (15Z73_ (I 1,361) 3,601 245,192 33,738 (244,392) 3,378 (12Z58_
Gener_ Revenues:

Investment _come 0osO ............ 32,953 1,844 35A79 93,141 (28_28) 84,534 2,316 221,339

_L Unrestricted Feder_ and Sm_ _d ......... 1,800 -- -- 1,800

_ O_er ............................ 212,247 3_15 (11) -- 1,825 45_39 9,283 271,398

Gener_ _venues, net ............... 245,200 _859 35_68 93,141 (25,303) 129_73 11,599 494_37

Change in net assets .............. 92A61 (6,502) 3_069 338,333 8_35 (114,819) I_977 371,954

N_ assets--be_nn_g .............. 1_21_06 21_28 569fl96 _498_58 208_57 _786302 79_78 11A8_225

Net assets---ending ................. $ 1A1_367 $ 15,226 $ 608,865 $ _836_91 $ 217,392 $ _671,883 $ 9_755 $11,85%179

See accompanfing notes to financial _emems.



THE CITY OF NEW YORK

NOTES TO _NANCIAL STATEMENTS

JUNE 3_ 2_2 _d 2_1

A. SUMMARY OF S_CANT ACCOUNT_G POHO_

The accompan_ng b_ finand_ sta_ments cf_he Ci_ cf New Yo_ (Ci_ or primary government) _e pre_nted _ conformi_

wi_ gen_ acceded accounting pfincipl_ (GAAP) for governmen_ in _e Uni_d Stmes of America as prescribed by _e
Governmental Accounting S_nd_ds Bo_d (GASB). The amoums shown in _e '_fimary GovernmenC and "Component Units"
c_umns of _e accompan_ng governmen_wide finand_ statemen_ a_ on_ p_n_d _ _cilit_e finand_ analysis and are not
• e eq_v_e_ of cons_med financial _memems.

The fol_wing is a summary of the _gnificant accounting policies and _poaing p_ctices of _e Ci_:

1. RepoSing Enfily

The Ci_ of New York is a mu_dp_ corporation governed by the Mayor and the Ci_ Council. The Ci_'s oper_ns also
include _ose norm_ly performed m _e coun_ level and, acco_ _ansa_ns applicable to the operations of the five
counties which comprise the Ci_ _e included in _ese finand_ _memen_.

The financi_ _porting enfiW consi_s of _e primary government including _e Bo_d of Educm_n and _e community colleg_
of the Ci_ UnNe_i_ of New York, other orga_zations _r which _e prima_ govemmem is financi_ accoun_Ne, and o_er
o_anizations _r w_ch _e n_u_ and fign_cance of _r relationship wi_ the primary government _e such _m exdufion would
cause the reporting enti_'s financi_ _emems m be mislea_ng or _com_

The defin_on of _e _po_ing entity is based prim_ily on _e notion of financial accoumability. A pfima_ govemmem is

finand_ accoumab_ for _e organizations _ make up its leg_ entity. It is _so finano_ accoun_Ne _r legally _p_e
o_an_ations if its officials app_nt a voting m_ori_ of an orga_zation_ governing body and eider it is able to impo_ i_ will
on _m organization or _e is a p_enti_ _r _e o_anization _ pmv_e spedfic finand_ benefi_ to, or m impo_ specific finand_
bu_ens on, _e pdma_ government. A primly government may _so be finand_ accoun_e for governmem_ o_an_ations
• _ are fisc_ly dependent on it.

Mo_ compone_ u_ _e included in the financial _po_ing enti_ by &_r_e p_sentm_n. Some componem units, des_
being _g_iy sep_me from _e pfima_ gov_nmem, _e so in_grmed wi_ _e prima_ governmem, th_ _ey _e in sub_ance
pa_ of _e primary governmenc These compone_ u_ a_ blended with the pfima_ governmem.

The New Yo_ Ci_ Transit Au_ofi_ is an affilia_d agency cf the M_mpolimn Transpo_ation Au_ori_ of _e State of New
York which is a componem u_t of New York St_e and is excluded from _e Ci_'s financial _po_ing entity.

Blerded Component Units

These componem u_, _ough legally _p_ _l pro_de _es exOusN_y to the City and thus _e _po_ed _ if they
we_ p_t of _e primly governmem. They include _e fol_wing:

Mu_dp_ As_stance Corporation for The City Of New York (MAC). MAC is a corporme governmental agency and
in_mmentali_ of _e Stme constituting a public benefit corpormion. MAC was c_a_d in 1975 by _e Mu_dp_ A_i_ance

Corporalien For The Ci_ of New Yo_ A_ (A_) _ _ _c Ci_ in pm_ng _nfi_ _ _ its inhabitan_ wi_om _rruption
and in _e_aNishing inv_r confidence in the soundness of Ci_ obl_ations. Pu_uant to _e A_, MAC is empowe_d to issue
and sdl bonds and no_s, pay or loan _ _e Ci_ _nds mceNed from such s_es, and exchange its obi_ations _r _ose of_e City.
Also pu_ua_ to _e Act, MAC provides ce_n ov_sig_ of _e Ci_'s financial acti_tie_

MAC has no taxing powe_ All ou_n_ng bonds issued by MAC _e general obligations of MAC and do not consti_ an

en_eaNe obligation or a de_ of_ _e Ci_ or _e Sta_ and nd_ _e Ci_ nor the Sta_ _ _aNe _eon. Nd_er _e Ci_
nor a c_mr of _e City has any claim m MAC's revenues and asse_. De_ _ice _quimmems and ope_ting expenses _e _nded
by _cafions from _e Stat(s c_ction of ce_n sales and compensating use taxes (impo_d by the State within _e Ci_ at _ms
formerly impo_d by _e Ci_), _e s_ck _ans_r tax, and ce_n per calm _d su_e_ in each case to approprimion by the Sta_
Legi_u_. N_ c_ions of taxes and per capita _d _e returned to the City by the State after MAC de_ _e _q_mmems
_e m_. The MAC bond _s_utions provide for liens by bondholde_ on ce_ain monks received by MAC from _e State.
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NOTES TO FINANCIAL STATEMENTS, Continued

New York City Transitional Finance Authod_ (TFA). TFA is a corpora_ govemmem_ agency constituting a public benefit
corporat_n and inst_mem_iff of _e Sta_. TFA w_ c_a_d in 1997 by _e New Yo_ City _nand_ AuMori_ Act m assist the
Ci_ in funding Rs capRal program, _e purpo_ of wh_h is to m_m_ rebuild, and expand Me in_u_u_ of _e Cit_

TFA has no taxing powe_ All ou_n_ng bonds issued by TFA _e general obl_ations of TFA and do not consti_ an

enfo_eaNe o_m_n or a den of either _e Ci_ or the State and nO_ _e Ci_ nor the S_te is liable thereon. NO_ _e City
nor a c_r of _e Ci_ has any claim _ TFA's _venues and assets. Debt service _qui_mems and operating expenses _e _nded

by _cm_ns _om _e S_'s collection of personal income taxes (impo_d by _e Ci_ and c_c_d by the Sta_) and, under
ce_n d_um_ances, sales taxes. S_es taxes _e only av_Ne m TFA a_er such amoums _qui_d by MAC _e deduced and

if _e amoun_ of Fe_on_ _come _x _venu_ f_l _elow _mu_ri_ specified cov_age levels. N_ c_ns of mx_ nm _qui_d
by TFA are paid to the Ci_ by TFA.

New York City Samur_ Funding Corporation (SFC). The Ciff c_ed SFC in 1992. This is a speci_urpose

governmen_l nov_profit entity, c_med m issue Ye_denominmed bonds. The memb_s, _o_, _nd office_ of SFC _e _l
de_ed offid_s or em_oyees of _e City.

SFC issued Yen-denominated bonds _ investo_ on May 27, 1993 and fimul_neou_y bought gen_ o_ation bonds _om

the City. Such bonds require the Ciff to make floating ra_ in_ and princ_ paymen_ in U.S. dollars to SFC. SFC ended
into cu_ency and _ rme exchange ag_emen_ to swap _e Ciff's paymems into fixed ra_ Yen which are used to pay SFC's
bondho_ Thee ag_emen_ limit _e Ciff's cu_ency and exchange rate change exposu_. The proceeds _om the CRy's bonds
sold _ SFC were used _r housing and econom_ deve_pmem project.

TSASC, In_ (TSASCL TSASC is a special purpose, loc_ devdopment corporat_n o_anized in 1999 under _e laws of
• e St_e of New York. TSASC is an in_mmem_iff of _e Ciff, but is a _p_e _g_ entiff _om _e City.

Pu_uant _ a pu_h_e and s_e agreemem wi_ _e Cit_ _e CRy s_d _ TSASC _l of its _m_ fig_, title, and in_ in _e
_bacco _ffiemem _enu_ und_ _e M_ter Sett_ment Ag_ement and _e Dec_e and _n_ Judgmem. This sett_mem ag_emem

_solved c_ette smok_lmed l_g_n between _e _ffiing sm_s and partic_ating manu_u_, _ed _e participating
manufacturers from pa_ and p_m smo_n_l_ed O_ms, and p_vid_ _r a cominmng _e of _m_ smo_n_lmed O_ms,
in exchange _r ce_n paymems _ be made m _e _tfling _mes, _ well _ cea_n tobacco adveaising and m_k_ing _stri_ns,
among o_er _ing_ The Ci_ is _cmed a shoe of _e _bacco sett_ment _venues received by New Yo_ Stme.

The pu_h_e price of _e Cia's _re righL title, and in_ in _e tobacco _emem _venues has been financed by the
issuance of a series of bond_ In addRion, _e Ci_ is entitled to _ceNe _l amoums _qui_d _ be di_ribu_d after payme_ of

den _ice, operating expenses, and cea_n o_er co_s _ set _ah in _e _denm_. Thee paymen_ _e subo_inme _ paymems
on _e bonds and payme_ of ce_n o_ cos_ specified in Me indenture.

New York City Education_ Con_rucfion Fund (ECF). ECF w_ c_ed in 1967 as a corporme govemmem_ agency
of _e State of New York, constitut_g a public benefit corporm_n. ECF was _m_ished _ receive and admi_ money _r _e
con_rucfion of the school rela_d potion of combined occupancy structures. ECF w_ c_med by the Education Law of _e Stme
_nd is _u_ofized _ issue bonds, n_es, or o_ o_ations _ finance _e cons_ucfion _nd imp_vemem of elementary and secondary

school buildings wRhin _e City.

The Board of Education m_m_ns responsibility _r the s_ection of school si_s, and design and con_ru_n of schools,
but the titles to such si_s and schools are ves_d with ECE

City U_ve_Ry Con_ruction Fund (CUCF). CUCF is a corporme govemmen_l agency constituting a public benefit
corpo_tion. CUCF was cm_ed in 1966 by _e New York Stme Educm_n Law. The purpose of CUCF is to p_vide _dl_es _r
b_h senior colleges and commu_ colleges of The Ci_ UnNe_iff of New York (CUNY) and to suppo_ Me education_
purposes of CUN_

CUCF is adm_i_ed by seven State and Ci_ applied trustees.

New York CRy School Con_rucfion Authod_ (SCAL SCA is a public benefit corporat_n c_a_d by _e New Yo_ St_e
Le_mu_ in 1988. SCA's responsi_lities as defined in the enabling _ation are the design, const_ction, _construction,
improvemenL _ha_fitat_n and _p_r of _e Ci_'s puN_ _ho_s. SCA is governed by a M_e-memb_ Bo_d of T_s_cs, each
of whom is _pp_n_d by _e Mayor who _ _ the Ch_rman, _e Gov_no_ and the Schools Chancd_r of Me City, ex officio,
_sFe_N_
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NOTES TO FINANCIAL STATEMENTS, Continued

SCA's operations am _most emkdy _nded by appropriations made by _e Ci_ and we guided by five_e_ capital plans,
developed by _e Bo_d of Education of _e City.

D&c_ P_n_d Component Units

All _r_dy presen_d compone_ uni_ we _g_ly _p_e from the primary govemme_. These entities we _po_ed as
• _tely pm_n_d componem u_u because the Ci_ appoinu a m_ori_ of _e o_a_z_ns' bonds, is a_e to impo_ its
will on _em, or a financi_ benefit/burden fim_n exists.

The compone_ uni_ c_umn in _e govemmenbwide financial _emems include _e finand_ dma of _e_ entities, w_ch
_e reported in a _p_e c_umn m emph_ize _m _ey _e leg_ly sep_e from _e City. They include _e fol_w_g:

New York City Health and Hos_tais Corporation (HHC). HHC, a pu_ benefit co_oration, assumed responsibi_
_r the oper_ion of _e Ci_'s mu_c_ hospital sys_m in 1970. HHC's financi_ _emems include the accounts of HHC and

i_ wh_wned subsidi_ies, Metroplus He_ Plan, Inc. and HHC Capital Co_oration.

The Ci_ pmfides _nds _ HHC fer cue g_ven _ unm_d _gem patient, membe_ cf _e uniformed _ices and prisoners,
and _r o_er cos_ n_ cove_d by o_er payo_. The Ci_'s Annu_ Expense Budget de_rmines _e suppo_ _ HHC on a cash-
flow basis. In ad_tio_ _e Ci_ has paid HHC's costs for sett_men_ of d_ms _r me_c_ m_pmcfice, ne_enc_ and other

mi_ellaneous to_s and congacts, as well as o_er HHC co_s _Ou_ng uti_fies expense, Ci_ debt which _nded HHC ca_tal
acq_s_ons, and New Yo_ State Hous_g _nance Agency (HFA) de_ on HHC _ acq_d _mugh _e pu_h_e ag_emems.
HHC _imbur_s _e Ci_ _r _e de_ paymems. HHC _co_s b_h a revenue and an expense _ an amou_ equ_ to expen_m_s
made on its beh_f by _e City.

New York CRy Off-Track Betting Corporation (OTB_ OTB was es_N_hed in 1970 as a punic benefit corpor_n _
oper_e a sy_em of off-track betting _ _e City. OTB earns: 0) revenues on its being op_ations _ng_g b_ween 15% and 31%
of wagers handled, depending on _e _pe of wage_ (ii) a 5% surch_ge and surch_ge breakage on pari-mmuel win_ngs; (iii) a
1% su_h_ge on m_ti_ exotic, and sup_ exotic w_gefing po_s; and (N) breakag_ _e revenue _su_ng from _e roun_ng
down of winn_g payoffs. Pu_uant _ S_ law, OTB: (i) _stribu_s v_ious potions of the surch_ge and surch_ge b_akage _
o_ loc_ _ _e S_te; (ii) _locates various percen_ges of wage_ handed _ _e rac_g _dustry; (iii) _iocates various percentages

of wage_ handled and breakage _ge_ wi_ all uncashed p_immud tickets to _e State; and (iv) _cmes _e 1% su_ha_e
on exotic wagering pools for _e finandng of capit_ acquisitions. All _m_ning net revenue is _stribu_e to _e City. In addit_n,
OTB ac_ as a c_n agent _r the Ci_ wi_ _spe_ _ surch_ge and surch_ge b_akage due _om o_er communi_ off-track
betting co_orations.

Jay Stre_ Devdopment Corporation. OSDC_ JSDC is a local deve_pmem co_ormion o_a_zed by _e Ci_ in 2000
und_ _e n_-_profit co_orat_n law cf _e State cf New York. JSDC is an in_mentali_ of _e City, but is a _p_e leg_
emi_ _om _e City.

JSDC has no taxing powe_ Bonds issued by JSDC do not con_im_ debt of the St_e or _e Ci_ and n_ _e State nor
• e Ci_ is liab_ on _em. Bond _suances we being u_d _ _nd _e co_s of _e d_ construction, and _mishing of a courthou_

(Courts Fao_ in B_oEyn. The Ci_ h_ _ed _e Coups Fadli_ from JSDC and _e _m_ paymems will _nd debt _e
_qui_mem_ _demption p_miums (ff any), financ_g costs, admi_strative expense, and cen_n ad_fion_ amoums de_rmined
by JSDC as nec_sary _r _is pr_ecL

New York City HouMng Deve_pment Corporation (HDC_ HDC w_ es_Nished in 1971 to encourage pfivme housing
devdopme_ by p_vi_ng low in_ mo_gage loans. The com_ned finand_ stammers include the accoun_ of HDC and i_
whdly-owned subsi_ies, Housing A_i_ance Corporation, Hou_ng New York Corporation, and _e New Yo_ Ci_ Refidenti_
Mo_gage Insurance Corporation. HDC finances mdtiNe dwdling mo_gag_ subsmmi_ly _ugh i_uance of HDC bonds and
n_, and _so acts _ an intermediary _r _e s_e and _financing of ce_n Ci_ mu_e dwdling mo_gages. HDC has a fisc_
ye_ en_ng Oc_b_ 3 I.

HDC is _ppo_ed ty _e _, _vestment _com_ and inte_ ch_ged _ mo_gagors and h_ been _l_m_ng Mo_gage
loans _e carried _ cost. Mo_gage loan in_ incom_ _es, chugs, and i_e_ expen_ are _cog_zed on _e acc_ basis.
HDC m_m_ns _p_e _nds in i_ finand_ _cords _ a_u_ com_iance wi_ spedfic re.fictions of i_ v_ious bond and note
_s_ution_
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NOTES TO _NANCIAL STATEMENTS, Continued

New York C_y Hou_ng Authority (HA). HA is a public benefit corporation char_d in 1934 under me New York Stme
Public Housing Law. HA dev_opm conswucts, manages, and m_m_ns low cost housing for d_i_e _w income _mil_s in The

Ci_ of New York. HA also m_ntains a leased housing program which provides housing asfi_ance paymems to _mil_s.

Sub_anfi_ operating losses (the diffe_nce b_ween operming revenues and expense_ result _om me essenti_ serv_es _m
HA provides, and such operating losses will continue in me fo_seea_e futu_. To meet the funding req_mems of these

operating losses, HA receives subsidies _om: (_ me Feder_ governme_ primari_ the U.S. Depa_ment of Houfing and Urban
Deve_pment in the form of annual gran_ for operating asfi_anc_ debt service payment, contributions for capital and
_imbursemem of expen_res incu_ed for cen_n Feder_ housing programs; (b) New York State _ _e form of ope_ting asfistanc_
_imbursemem of ce_ain expense_ and debt service paymems; and (c) New York Ci_ in the form of operating as_s_nc_
_imbursemem of certain housing police cos_ prior to May 1, 1995, and debt service paymems. Subsidies are esm_ished _rough

budg_ary procedu_s which e_a_ish amounts _ be funded by me grantor agen_es. Projec_d operating income or loss amoums
a_ budge_d on an annu_ basis and approved by me gran_r agenc_ Expec_d variances from budgeted amounts are communicated
m me agency during pefiod_ budget revisions, as any _fions to p_v_us_ approved budges mu_ be ag_ed to by me granto_
HA has a calendar year-end.

New York City lndu_al Development Agency ODAL IDA is a public benefit corporation e_a_ished in 1974 to

actively promo_, retain, retract, encourage and develop an econom_ sound comme_e and induswy base to prevent
unemNoymem and econom_ d_erior_n in me Cit_ IDA is governed by a Board of Di_or_ wh_h e_ablishes offici_ p_icies
and _views and approves requests for finan_ng asfismnc_ Its membe_p is prescribed by st_u_ and includes public offi_s
and privme business leaders.

New York C_y Economk Devdopment Corporation (EDC). EDC is a _c_ development corporation organized in 1966
according _ the not-fo_profit corporation law of me Stme of New York. EDC rende_ a varify of services and admmi_ers certain
econom_ devdopmem programs on beh_f of me Ci_ _lming to attraction, _tention, and expanfion of comme_e and industry
in the City. These services and programs include encouragement of con_ructiom acq_fifio_ _habilitat_n and improvemem of
comme_i_ and _du_ri_ en_rpfises wi_in the City, and provide _an guaran_es or grants to qu_ify_g business en_rprises as
a means of helping to create and retain em_oymem _er_n.

BuMness Rdocation AsM_ance Corporation (BRAC). BRAC is a no_fo_profit corporation incorpora_d in 1981

according to me not-fo_profit corporm_n law of the State of New York for me purpose of im_ementing and admini_efing the
Rdocafion Incentive Prog_m (RIP) and other rel_ed programs. BRAC provides relocation asfis_nce m qu_ify_g comme_i_
and manu_c_ring firms moving w_hin The Ci_ of New York.

The funds for RIP are provided by owners/deve_pe_ of cen_n _fidenti_ projec_ w_ch cause me _cation of commerci_
and manu_cmring businesses prev_u_y _ca_d at those si_s. These funds consists of conve_ion contributions or escrow

paymen_ mandmed by the City's zoning _solm_n for this ape of dev_opment.

All conve_ion contributions receNed by BRAC are _stric_d _r _e use of adm_i_efing _dustri_ _ntio_relocation programs
confi_em with the Zoning Resolution. The program provides grants up to $30,000 to eligible New York Ci_ commer_ and

m_nu_cmfing firms m de_ay _r mo_ng costs. Gran_ are awarded after a firm comN_es i_ relocation. This program wi_ continue
to ope_ only with me cu_ent accum_med net assets now av_h_

Brooklyn Navy Yard Devdopment Corporation (BNYDC). BNYDC was organized in 1966 as a n_-fo_profit corpora_on
according _ me not-fo_profit corporation law of the Stme of New York. The primary purpose of BNYDC is m provide cconom_
_ha_l_ation in Brooklyn _ _v_e me economy and c_me job opponu_tie_ In 1971, BNYDC leased the Broo_yn Navy
Yard _om me Ci_ for me purpose of rehabilitating it and attracting new businesses and industry to the area. The Mayor of The
City of New York appoints the m_ofi_ of me members of the Board of Di_cto_.

W_er And Sewer Sy_em:

New York City Water Board (Water Board ) and New York City Municip_ Water Finance Authority (Water Authority).

The Wa_r and Sewer Sy_em (NYW), consisting of two legally _parme and independent entitie_ me Wa_r Board and the Water
Au_ofity, was e_a_hed in 1985. NYW provides for w_er sup_y and _stribution, and sewage c_n, weatmem, _nd disposal
for me Cir. The Water Authority was e_a_ished to issue debt to finance the co_ of capit_ improvements _ the wmer _s_ibution
and sewage c_ction sys_m. The Wa_r Board was e_a_hed m _ase me w_er distribm_n and sewage col_ction sys_m _om
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he Ci_ and _ e_a_ish and c_ _e_ rmes, _ms, and other service charges for serv_es _mished by _e sys_m m produce cash
sufficiem to pay de_ service on _e Water Authofi_'s bonds and m place the Water and Sewer Sy_em on a self-sustaining basis.

No_: These organ_ations punish separme annual financial _memems which _re av_e _: Office of he Comptr_ Bu_au
of Accountancy--Room 800, 1 Cen_e Street, New York, New York 10007.

2. Bas_ofPresentafion

Governmen_wide Sta_ments: The governmen_w_e financial _meme_s (L¢, _e _eme_ of net asses and _e _memem

of activitiesL display _formation about _e primary government and its component units. These _emems include _e finand_

acti_ties of he overall governmem except for fidudary acti_ties. For the most part, eliminations of in_rn_ a_ivi_ have been
made in these _memems. The primary governmem _ _po_ed separ_y from ce_n _g_ separa_ componem units for which
the primary go_emmem is finand_ accouma_¢ All of_e acfiv_es of_e Ci_ _s primary governmem are governmental activities.

The _memem of acti_ties presen_ a comparison b_ween direct expenses and program _venues for each function of _e Ci_
government_ acti_ties. Di_ct expenses a_ _ose _m are c_arly _enfifia_e wi_ a specific function. Program _venues include:
(i) charges for services such as rental revenue from oper_ing leases on markets, poas, and _rm_s and (ii) grants and
contributions _m a_ _ric_d to me_ing the operation_ or capital _qukemen_ of a part_ular function or program. Taxes and
o_er revenues not properly included among program revenues a_ reposed as general _venues.

Fund Finan_al Statements: The fund finan_ _memen_ pro_de information about _e Ci_'s funds, _du_ng fiduciary
funds and _ended componem units. Separate _mements for the governmental and fiduciary fund camgories a_ p_sen_d. The
emphasis of fund financi_ sm_mems is on m_or government_ funds, each _sp_yed in a separme column. All retaking
governmental funds are agg_gmed and repoaed as nonm_or funds.

The Ci_ uses _nds m _po_ on its financi_ pos_on and _e _sul_ of its operations. Fund accounting is des_ned m demonstra_
legal com_nce and to aid financial managemem by seg_gming _ansactions relined m cea_n governmem fun_ns or a_Nities.
A fund is a separme accounting enti_ with a sel_b_an_ng set of accounts.

Funds are dasfified into three c_egofies: governmem_, fiduciar_ and propri_ary. Except for proprietary (the only
organ_ations that would be cmegofized as proprietary funds are reposed as componem units), each c_egory, in turn, is divided
into separa_ "fund types?'

The Ci_ repots the following m_or govemmen_l funds:

Gener_ Fund. This is the general operming fund of he City. Subs_nti_ all tax revenues, Federal and St_e aid (except
aid for capital pr_e_, and other operating revenues are accoumed for in the Gener_ Fund. This fund also accounts for

expen_m_s and uans_ as appropria_d in the Expense BudgeL which provides for _e Ci_'s day-to-day operations, including
uans_ to Debt Service Funds for payment of _ng-_rm l_lities.

New York City Capital Pr_ee_ Fund. T_s _nd is used m _cord _1 _venues, expense,s, asses, and liabilities associated
wi_ Ci_ ca_l project. It accoums for _sou_es u_d m constru_ or acq_ fixed asses and make ca_t_ improvement. Resoumes
of the New York City Capit_ Pr_ec_ Fund are derived principally from proceeds of City, TFA, and TSASC bond issues,
paymems from _e Water Au_ority, _nd from Federal, State, and ether _d.

General Debt Service Fund. This fund, required by State _Mation on January 1, 1979 is admi_ste_d and m_ntained
by _e Stme Comp_r into w_ch paymems of _ e_a_ taxes and other revenues are depofi_d in advance of de_ serv_e paymem
da_s. Debt service on all City no_s and bonds is p_d from _is fund.
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Ad_fion_l_ He CRy repots the _llowing _nd types:

_duc_ Fun_

The _duci_y Funds are used to account _r _ts and activities when a gov_nme_ unit is _tio_ng either as a trus_e
or an agent _r another paa_ They include He fol_wing:

The Pennon and Other Em_oy_ Benefit Trust Funds _coum _r the oper_ions off
• New Yo_ Ciff Em_oye_' R_i_me_ Sy_em (NYCERS)
• New Yo_ Ciff Tether' Reti_ment System--Qualified Pension _an (TRS)
• New Yo_ Ciff Board _ Education R_i_me_ System--Qu_ified Pension Plan (BERS)
• New Yo_ Ci_ Pol_e Department Pens_n Fund--Subcha_ 2 (POLICE)
• New Yo_ Ciff Fi_ Depaame_ Pension Fund--Subcha_ 2 (FIRE)

• New York Police Depa_me_ Police Offi_' Variable Sup_emen_ Fund (POVS_
• New York Police Depa_mem Police Superior Offi_' V_iable Sup_emems Fund (PSOVSF)
• New Yo_ Fi_ Departme_ _fig_ers' Variable Sup_eme_s Fund (FFVSF)
• New Yo_ Fi_ Depa_me_ Fi_ Office_' Variable Sup_eme_s Fund (FOVSF)
• Transit Police Officers' V_iable Sup_emen_ Fund (TPOVS_
• Transit Police Superior Offi_' Variab_ Supplements Fund (TPSOVS_

• Housing Police Officer_ V_iable Supplements Fund (HPOVSF)
• Housing Police Superi_ Officers' Variable Supplements Fund (HPSOVS_
• Co_e_ion Offi_' Variab_ Sup_emen_ Fund (COVSF)
• De_ed Com_en_tion PI_ _r Employ_s of The Ci_ _ New Yo_ and R_ed Age_i_ and ln_mme_s (DC_

No_: The_ _gan_ations publish _p_e annu_ financial _meme_s w_ch _e _la_e at: Office of He Com_ml_ Bu_au
of A_oumancy--Room 800, 1 Cent_ Sueet, New Yo_, New York 10007.

These _nds use the accrual basis of accounting and a me_eme_ _cus on the periodic de_rmin_n of ad_tion_
deductions, and net assets held in _u_ _r benefit payme_s.

The Agency Funds account _r mi_d_neous _ held by He Ciff _r other funds, gov_nmenml units, and _du_
The Agency Funds _e cusmdi_ in n_ure and do not involve m_me_ of results of operations.

Discrete_ Presented Component Units

The di_ p_n_d compone_ uni_ consist of HHC, OTB, HDC, HA, EDC, NYW and He nonm_or compone_ units.
These activities _e _coumed _r in a mann_ _mil_ m pfiv_e business eme_fi_ in which He foc_ is on the period_ determination
of revenue_ expenses, and net income.

New A_ounting Standards Adopted

The basic financial _eme_s _fl_t He Ciff's adoption in fi_al ye_ 2001, of _ur new stammers of financial _counfing
standards issued by the Gov_nmem_ A_ounting Standards Board (GASB):

-- St_eme_ No. 33 Accoun_ng and _nanc_l Reporting for Non_ange Transa_ions

-- _eme_ No. 34 Bas_ _nanc_l _a_men_--and Management_ D_cu_n and Analysis--for _ate and Local
Go_mmen_

-- St_eme_ No. 37 Bas_ _nan_M _a_men_--and Management_ D_cu_n and Analysis--for Sta_ and Local
Go_mmem_ Omn_us

-- _eme_ No. 38 Certa_ _nanc_l _a_ment D_c_su_s

S_me_ No. 33 we_rib_ smnd_ _r _co_ing nonexchange _ansactions on the modified accrual and accru_ bases of
accoun_ng. A significant amount of the Ci_'s _venu_ a_ derived from nonexchange uansacfion_ such as real estate, income
and sales taxes, as well as Federal, Sta_ and o_ ca_gofic_ aid. The effect of ado_n of Statement No. 33 on the nonexchange
gansactions recorded as revenue in the Ci_'s governmental funds was _g_ficant. Howeve_ the Ci_ recorded in the balance
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sheet of its governmental fund finandN _ements _ June 3_ 2002 and 2001, $2.831 billion and $3.057 billion, respectivelN as
receivables with a co_espon_ng amount reposed as de_ed revenues. These amoun_ _p_sent revenues fom nonexchange

_ansacfions during He fiscN year whkh are not avNlaNe m finance expen_mres of He cunem period. For _poning nonexchange
_ansactions in He government-wide financiN _memems on _e accruN basN of accounfin_ He _ceNaNes are recorded as described

in He p_ceding sen_nc_ howevec co_espon_ng amoun_ are rcponed as revenue ins_ad of de_ed _venue. AccordinNN the
amounU _cogn_ed as _venue in He fund finanNN s_men_ _ffe_ from He amoun_ _cognized as revenue in the governmem-
wide financial _memems by the change in de_ed revenue in He fund finan_N _memenu fom the beginning to He end of the
fiscal yea_

Statement No. 34 (as amended by Sm_ment No. 37) represents a very _gNficant change in He finan_N reponing model
used by sta_ and local governments.

Statement No. 34 requires governmen_wide financial s_men_ to be prepaid using the accrual basis of accounting and
He economic resources measurement focus. Governmen_wide financial _ements do not provide _formation by fund or
accoum grouN but _sting_sh between He Ciff's governmental acti_ties and activ_es of its discretdy p_sen_d componem um_
on the _mement of n_ asses and sm_mem of acti_ties. S_ficantlN the Ci_'s _mement of net assets includes bo_ noncu_em

assets and noncu_em _abilities of He City, wh_h were prev_us_ recorded in He GenerN Fixed A_s Account Group and the
GenerN Long-_rm ON_ations Account Group. In addition to the fixed assets p_v_us_ recorded in the General Fixed Asses

Account Group, the Ci_ re_oactive_ caNtN_ed infas_ucm_ asse_ _ were acqui_d beNnNng wi_ fiscN year ended June
30, 1981. In addRion, the governmenbwide s_ment of a_Nities reflec_ depreciation expense on the Ciff's fixed assets,
m_u_ng infas_u_u_.

In ad_fion _ the government-wide finan_ _mements, He Ci_ has prepared fund financi_ _memem_ w_ch continue to

use He mottled accru_ basis of accounting and He cu_em finan_ _sou_es measu_ment focus. Accordin_ the accounting
and financi_ _poning for He City's Gener_ Fund, Capit_ Pr_ec_ Fund, and Debt Service Funds is similar _ thin p_ou_y
presen_d in He Ci_'s financial _memen_, _ough He formm of financi_ sm_ments has been modified by St_ement No. 34.

Statement No. 34 also requi_s as required supp_memary _formm_n Management's D_cu_n and An_ysis which
includes an an_ytic_ overv_w of He Ci_'s financi_ acfi_ties. In ad_fio_ a budg_ary comparison _ement is p_sen_d th_
compares the adopted and mottled Gener_ Fund budget wi_ actual results.

Stmement No. 38 _qui_s ce_ain disclosures to be made in the notes to _e financi_ statements c0ncu_ent with the

im_ementation of Statement No. 34. While this Statemem did not affect amounts reposed in He financi_ statemen_ of He City,
ce_n no_ disclosures have been added and or amended _du_ng descriptions of acti_t_s of m_or funds, violations of legal
or contractual pro_s_n_ fum_ de_ service and _ase obligations in five year inc_mems, sho_-_rm obligation_ in_ rates,
and in_rfund b_ances and _ansacfions.

3. Ba_s of Accounting

The basis of accounting d_erm_es when _ansactions are reposed on the financial _emems. The governmenbw_e
financial _memems are _poaed ufing He economic resources measurement focus and He accrual basis of accoumin_ Revenues
are recorded when earned and expenses are recorded at He time lia_lities are incu_e& regar_ess of when the relined cash flows

take place. Nonexcbange _ansa_n_ in which the Ci_ O_er gives or _c_ves v_ue without directly _coving or gNing equal
v_ue in exchang_ include (for exam_e, sales and income taxes, propeay taxes, gram_ entitlemem_ and donationS. On an accru_
basis, revenue from sales and income taxes am recognized when the underling exchange _ansaction takes place. Revenue fom
prope_y taxes is _cogn_ed _ the fiscal year for which He taxes are levied. Revenue fom gran_, emitlemen_, and donjons is
_cogn_ed in the fiscal year in which all d_iN_ _qui_men_ have been smisfied.

Governmem_ fund _pes use the flow of cu_ent financi_ _sources measu_ment focus. This focus is on the d_ermination
o_ and changes in financi_ portion, and gener_ only cu_ent assets and cu_ent liabi_ties are included on the balance sheet.

These funds use the mo_fied accru_ basis of accoumin_ whereby _venues are recognized in the accounting period in which
Hey become bo_ measu_Ne and av_laNe m finance expendim_s of He fisc_ period. Revenues fom taxes are gener_ly cons_e_d

av_hb_ if received wi_in two monks after the fiscal yea_end. Revenues fom ca_goric_ and other grants are gener_
confidered av_laNe if received wi_in one year a_er the fiscal year-end. Expen_mres are _corded when the related _aNli_ is
incu_ed and payment is due, exce_ for principal and in_ on long-_rm de_ and ce_n esfima_d _aNHfies wh_h are recorded
only when payment is due.
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The measurement focus of the Pennon and Other Em_oyee Benefit Tru_ Funds is on the flow of econom_ resources. This

focus emphas_es the de_rm_ation of net _come, changes in net assets, and financial positiom With this measurement focus,
_1 asse_ and liabilities associated with the operat_n of these funds are included on the b_ance she_. These funds use the accrual

basis of accounting whereby revenues are recognized in the accounting period in which they are earned, and expenses am
recog_zed _ the period incu_ed. The Pension Tru_ Funds' comribufions _om members are recorded when the emNoyer makes
payroll deductions _om Plan members. Em_oyer con_ib_ions are _cognized when due. Benefits and refunds are recognized
when due and paya_e in accordance with the _rms of the Plans.

In accordance with GASB St_ement No. 20, Account_g and Financ_l Reporting for Proprietary Funds and O_er

Governmental Activities That Use Proprietary Fund Accounting, the _screte_ pmsemed component uni_ have dec_d not _ apNy
Finano_ Accounting S_ndards Board _meme_s and interpretations issued after November 30, 1989.

The Agency Funds use the mo_fied accru_ basis of accounting and do not measure the results of operations.

_ Encumbrances

Encumbrance accountin_ under wh_h pu_hase orders, conwa_s, and other commitments for expen_mms are recorded to
mfle_ the use of the ap_ab_ spending appropriations, _ used by the Gener_ Fund during the fisc_ year _ con_ expenditures.
The cost of those goods recoved and serv_es rendered on or befo_ June 30 are _cog_zed as expen_mres. Encumbrances not
resulting in expen_ms by year-end, lapse.

5. Cash and lnvestmen_

The Ci_ conside_ _! highly liquid investmen_ 0ncluding m_dc_d ass_ with a m_urity of three months or less when
pu_hased, _ be cash equivalents.

Cash and cash equN_ents _dude compensating b_ances m_m_ned wi_ certain banks _ lieu of payments for services _ndem&

The average compens_ing b_ances m_nt_ned during fisc_ ye_s 2002 and 2001 were approxim_dy $777 mill_n and $226
mill_n, respectivd%

Mo_ _vestmen_ am reposed in the b_ance she_ _ fa_ v_ue. Investment income, _du_ng changes in the fair v_ue of

investments, is reposed in operations.

Investments in fixed income securities are recorded at _ir v_ue. Secufit_s pu_hased pursuant to agreemen_ to resell am

ca_ied at the contra_ pric_ exdus_e of _m_, at which the securities will be rased.

Investmen_ of the Pension and Other Em_oyee Benefit Trust Funds are reported m fair v_ue. Investments are sta_d _ the
last reported sales price on a nation_ securities exchange on the h_ business day of the fisc_ year.

A description of the Ci_'s securities _n_ng activities for the Penfion and Other Employee Benefit Trust Funds _ fisc_ years
2002 and 2001 is provided in Depo_ and Investments (see No_ D. 1.).

6. Inventories

Inventories on hand _ June 30, 2002 and 2001 (e_im_ed _ $210 mill_n and $198 million, respectivd_ based on average

cos0 have been reported on the government_-w_e financi_ _mement of net asse_. Inven_ries are recorded as expendi_ms in
government_ funds _ the time of pu_hase and accord_ have not been reposed on the governmental funds bflance sheeu

_ RestHcted Cash and Investmen_

Ce_n proceeds of component u_t bonds, as wall as ce_n msou_es set as_e for bond mpaymenL are clasfified as mstri_ed
cash and investmen_ on the b_ance she_ because their use is limi_d by ap_ab_ bond covenant.
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8. Capital A_s

Capital assets and improvemen_ include substantially _I land, b_g_ equ_mem, w_er di_fibufion and sewage c_cfion
sys_m, and _her _emen_ of We Ci_'s _astru_u_ ha_ng a m_imum use_l li_ cf five years, hav_g a co_ cf mo_ Wan$35,000,

and having _een appropfi_ed in We Capit_ Budg_ (see No_ C.1.). Capit_ asse_ which are used for _ener_ govemmem_ purposes
and are n_ av_h_e for expen_ are accoun_d for and _ported in We governmenbwide financi_ _emems. These _emems

also co_n We City's in_a_ru_u_ _emems that a_ now _qui_d _ be ca_talized under GAA_ Infrastructu_ elements include
We road_ bfidge_ curbs and gut_, swee_ and _dew_k_ park land and improvement, and _nnd_ The fixed assets of We w_er
• _fibution and sewage c_cfion sys_m are _corded in We Wa_r and Sewer System component unit financi_ _ements under
a lease ag_emem b_ween the Ci_ and the Water Board.

Capi_l assets a_ generM_ st_ed _ _ofic_ cost, or at esfim_ed _ofic_ co_ based on appr_sMs or on other acceptable
meWods when _s_fic_ co_ is not av_la_e. Donned fixed asse_ are _ed m W_r hit mark_ v_ue as of the d_e of We donation.

Capital _ases are dasfified as capit_ asse_ _ amounts equ_ _ We lesser cf We hit mark_ v_ue or We p_sem v_ue of n_ mi_mum
lease p_yments at We _ception of We _ase (see No_ D.3.).

Accum_ed depreci_ion and amo_iz_n are _po_ed as _ductions of fixed assets. Depred_ion is compu_d using the
straight-line m_hod based upon estim_ed useful lives of 40 to 50 yea_ for buil_ngs; 5 to 35 yea_ for equipme_; and 15 to 50
years for in_as_u_u_. Ca_t_ lease assets and leasehold improvemen_ are amortized over We term of the lease or the life of
the asset, w_chever is less.

_ Allowance for Uncollectible Mo_gage Loans

Mo_gage loans and in_ _c_va_e in the Debt Service Funds are net of an _bwance for unc_cti_e amounts of $752.3

mill_n and $750.1 million for fiscal years 2002 and 2001, _spe_ely. The _wance is composed of We b_ance of fi_t mo_gages
one or mo_ years in a_ea_ and We balance of refinanced mo_gages whe_ payments _ We Ci_ are not expec_d to be commend
for appro_m_dy 25 to 30 years.

10. Vacation and S_k Leave

Earned vacation and sick leave is recorded as an expen_ in We period when it is payable from cu_ent finan_ _sou_es
in the fund financial _eme_s. The esfim_ed value of vacation leave earned by em_oyccs which may be used in subsequent
years or earned vacation and _ck leave p_d upon _rm_n or _ti_mem, and We_fo_ paya_e _om fum_ _sou_es, is _corded
as a l_lity in the governme_-w_e financial _eme_L

11. Treasury Obl_afions

Bonds payable included in the government-wide finan_ sm_men_ and investments in the De_ Serv_e Funds are reposed
net of _asury o_ationsY Treasury obl_ations represent Ci_ bonds held as investments of We Debt Service Funds w_ch a_
offset and _po_ed as if these bonds had been redeemed.

1L Judgmen_ and Chims

The Ci_ is uninsured with respect to risks including, but not limi_d to, prope_y damage, pe_onal i_ury, and worke_'
compensation. In the fund financial _emen_, expenditures for judgmen_ and d_ms (other Wan worke_' compensation and
condemnation procee_ngs) are recorded on We basis of settleme_s reached or judgmen_ e_ered wiWin _e cu_ent fiscal yea_
Expen_m_s for worke_' compens_n are recorded when paid. Settlements _l_ing to condemn_n procee_ngs are _po_ed
when We _a_l_y is estima_ In the governmenbwide financial statement, _e e_im_ed _a_ for _1 judgments and clams
is recorded as a l_lity.

!_ Long-_rm Liabilities

For bng-_rm lia_ties, only W_ portion expec_d _ be financed _om expenda_e av_h_e financial resources is _po_ed
as a fund i_li_ of a governmentM fund. All bng-_rm Ha_l_es are reposed in the governmenbw_e financial sm_mem of n_

asse_. Long-_rm _a_hties expe_ed to be financed _om disc_ly p_sen_d component un_ operations are accoun_d for in those
component unit financial _emems.
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1_ Re_ Estale Tax

Real estate mx paymen_ for _e fi_M year ended June 30, 2002 we_ due July 1,2001 and January 1, 2002 except _m paymen_
by owne_ of reM propeay assessed _ $80_00 or _ and cooperatNes whose _dN_uM uni_ on average are valued _ $8_000
or less were due in qua_edy _Mlmems on the fi_t day of each qua_er beginning on July 1.

The levy dine for fisc_ year 2002 taxes was June 7, 2001. The lien dine is _e dine taxes are due.

Real esta_ tax revenue represents payments received during _e year and paymen_ received (ag_n_ _e cu_ent fiscal year

and prior years' levies) wi_in _e fira two momhs of _e fol_wing fi_ year _duced by mx _nds for _e _nd finan_ amemem_
Addit_nally, _e governmem-w_e finan_ _memems _cognize _M est_e tax _venue (n_ of _funds) which are not av_Me

to _e governmemM fund _pe in _e fiscal year for which _e taxes are levied.

The Ciff offend _e usual _scount of 2% for the p_paymem of reM esta_ taxes for fiscM yea_ 2003 and 200Z CM_cfions
of _ese _M est_e taxes _c_ved on or befo_ June 30, 2002 and 2001 we_ $1,374 mill_n and $1A52 million, respectivel_ These
amounts were recorded as de_ed _venue.

The City sold approximmdy $53.5 mill_n of real prope_y tax liens, fully mtfibmaMe to fiscM year 2002, m various dines
in fisc_ year 2002. As in prior year's lien sa_ _g_emems, _e City will _fund the v_ue cf I_ns liner d_ermined to be defective,
plus in_st and a 5% surcharge. It has been ag_n esfimmed _m $8.6 mill_n wo_h of l_ns s_d _ fiscM year 2002 will _quire
_acemem. The e_immed _t_nd accruM amoum of $9 mill_n, _du_ng _e surcharge _nd in_, _sul_ in fisc_ year 2002
sMe proceeds of $44.5 mill_n.

In fiscM year 2002, $12.9 minim _du_ng _e su_harge and in_, was _nded for de_e liens _om the fiscM year
2001 s_e. This _sul_d in a decrease to fiscal year 2002 revenue of $3_ mi_n for the refund amount in excess of the fiscM year
2001 accruM of $9 million and decreased the proceeds of the fiscal year 2001 sale to $201 mill_n down _om the original fiscal

year 2001 proceeds _po_ed last year of $20&9 million.

The Ci_ sold approximmdy $213.9 million of real prope_y _x l_ns, ful_ attfibu_Me to fiscM year 2001, m various dines
in fisc_ year 2001. As in prior year's lien sMe ag_ements, the Ci_ will refund _e vMue of l_ns liner de_rmined _ be de_ctive,
_us inte_ and a 5% su_h_ge. It has been estimated _ $8_ mill_n worth of l_ns s_d _ fisc_ year 2001 w_ _q_ _acement.
The estima_d _fund acctuN amount of $9 million, _u_ng _e sumharge and in_st, resul_ in fiscN year 2001 sale proceeds
of $204.9 million.

In fiscal year 2001, $15.1 mill_n, _du_ng _e su_harge and in_re_, w_s _funded for de_Ne l_ns _om _e fiscN year
2000 sMe. This _sul_d in a decrease to fiscN year 2001 _venue of $9.1 million for _e refund amount in excess of _e fiscal year
2000 accruM of $6 mill_n and decreased the proceeds of the fiscN year 2000 sNe to $49.9 million down _om the oriNnN fiscN

year 2000 proceeds reposed last year of $59 mill_n.

In fiscal yea_ 2002 and 2001, $343 mill_n and $363 mill_n, _spemivelN were provided as N_wances for uncollectib_
reM estate taxes agNn_ _e balance of the receivable. Dd_quent _M estate taxes receivable that are e_immed to be cN_cfib_
but which are not cN_ed in the fi_t two monks of the next fiscN year am recorded as de_ed revenues in the governmental
funds bNance sheet but included in generM revenues on the governmenbwide _mement of activities.

The City is permiRed to levy real estate taxes for generN operating purposes in an amount up to 2.5% of_e average full vNue
of mxaNe _ estate in the City for _e last five yea_ and in unHmi_d amoun_ for _e payment of pri_c_N and inmost on long-

_rm Ci_ deN. Amoums cN_c_d for payment of princ_N and inte_ on _ng-_rm de_ in excess of _m _q_d for _ purpose
in _e year of the levy mu_ be apN_d towards fum_ years' debt se_e. For _e fiscM yea_ ended June 30, 2002 and 2001, excess
amoun_ of $509 mill_n and $917 mill_n, _specfively, we_ _ans_ed to the Debt Serv_e Funds.

15. Other Taxes and Other Revenues

Taxpaye_assessed _xes, such as s_es and income taxes, net of _funds, are recognized in _e accounting period in which
• ey become su_e_i_e to acc_ for _e fund finan_ _emen_. Add_on_ly, _e government-wide finan_ _emems recognize
s_es and _come taxes (n_ of _fund_ which are not availab_ to _e governmental fund type in _e accounting period for which
• e mxes are assessed.
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I_ Federal, S_t_ and Other Aid

For _e gov_nmen_w_e and _nd financial _emen_, c_egoric_ _d, net of a _o_on _r _fimmed _s_wanc_, is

_po_ed _ _c_va_ when _e rd_ed d_i_y _qui_mems _e m_. Unnoticed _d is _po_ed _ _venue in _e fi_ ye_
of entitlement

1L Bond Discounts/I_uance Cos_

In governmental _nd _p_, bond di_oums and issuance cos_ _e recognized as expendim_s in _e period incu_ed. Bond
• scoun_ and i_uance co_s in the govemmen_wide financhl _memems uni_ _e de_ed and amortized over _e _rm of the

bonds using the bond_ou_mn_ng memo& which appmximmes _e effe_Ne in_ m_hod. Bond _oums _e p_sen_d _
a reduction of the _ce amoum of bonds payable, whe_as issuance cos_ _e recorded as de_ed chugs.

1_ ln_a_nfi_ Acti_

Paymen_ from a _nd _c_v_g wvenue _ a fund through which _e _venue _ _ be expended _e _po_cd _ ope_fing _ans_.
Such paymen_ include wans_ _r de_ _e and cap_al con_ction. In the govemmen_wide financi_ _emems, _source

flows b_ween _e pfima_ gov_nment and the _ p_sen_d componem units a_ _po_ed as if _ey we_ ex_
_an_n_

19. Sub_d_s

The Ci_ makes various paymems to subsidize a numb_ of o_a_z_ns which pin,de services to Ci_ _dem_ These
payme_s aw _co_ed _ expen_m_s in _e ye_ p_&

2_ Pennons

Pennon cost is wqui_d to be me_u_d and _d using _e accru_ basis of accounting (see Note E.5.), _g_s of
the amoum recog_zed as pension expense on _e mottled acc_ b_ of accounting. Annu_ pension cost should be equal to
• e annu_ _qui_d contributions to the pension _an, c_cul_ed _ accordance wi_ ce_n p_am_s.

21. Redas_ficafions

Recl_sifications and a_ustmen_ of ce_n prior ye_ amounts have been made _ con_rm wi_ the cu_e_ ye_ presentation
and _p_y issued financi_ _eme_s of _po_ed entitie_ In addition, _e amoun_ wpo_ed as inveswd in capit_ asse_ net
of _l_ed debt and unw_ric_d _efi_0 n_ _ _r _e Primly Gove_mcnt -- Gove_me_ Activ_ on _e Statement of
Net Asse_ as of June 30, 2001 have been _ed to conform wi_ _e cu_ent years c_culation. Specific_l_ debt of blended
compone_ uni_ has been _c_ed b_ween _ which r_es to ca_l assets and _ which is reposed as un_stricwd.

Inv_d _ ca_t_ _, n_ of wl_ed de_ was orig_ _po_ed _ a negative $8.1 _ll_n and has now been _po_ed _ a negate
$_4 _H_ The unr_tricwd defter w_ ofi_n_ly _po_ed _ $15.5 billion and has now been wpo_cd _ $21.2 billion. The tot_
net deficit reposed as of June 30, 2001 is unchanged.

22. E_imat_ and A_umpfions

A number cf _fim_ and _sumpfions relating _ _e _po_ng of _venues, expen_mres, _se_s and _abilities, and _e &_suw
of con_ngent _a_l_ we_ used _ prep_e _e financi_ _atements in con_rmity wi_ GAA_ A_u_ results could differ _om
• o_ _tim_.

23. Pronouncemen_ Issued But Not Yet Effective

In Ma_ 2002, GASB issued Statement No. 39, Dewrm_g Whether Certa_ O_an_ations Aw Component Units -- an
amendment of GASB Stawmem No. 1_ The Statement amends Statement No. 14, The _nancial Repo_g End_, _ _ov_e ad&fion_
guidance _ de_rmine whe_ ce_n o_a_z_ions _r wh_h the primary govemme_ is n_ finan_ accou_a_e should [e
reposed as componem uni_ based on _e n_ure and significance of their relationship wi_ _e primary gove_me_. Gene_ll_
it requires _porting, as a componem unit, an o_an_n _ r_ses and holds economic _sou_ _r the di_ct benefit of a
governmental unit.
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Orga_zations th_ are _g_ _p_ m_exem_ entities and Mm me_ aH of Me _l_wing cfi_fia should be di_r_dy
p_n_d _ componem u_. The_ cfi_fia _e:

• The econom_ _c_ _ceNed or held by Me _p_e o_ion are emi_ly or _most entirdy _r the direct benefit of

the primary govemmem, its component uniu, _ its co_uents.

• The primary gox emmem, _ its componem u_, is entitled to, _ h_ Me abili_ m oMerwi_ _ss, a m_ori_ _ Me _onomic
resources _ceNed or held by the _p_e o_an_ation.

• The _onom_ _u_ _c_ed _ held by an _dvidud organization M_ _e svecific prima_ go_mment, _ its componem
uni_, is entitled _, or has the abili_ to oM_wi_ access, _e s_ficam m th_ primly gov_nmem.

The S_ment continu_ Me _qui_mem in St_eme_ No. 14 m apply _ofessional judgme_ in d_m_ing wheMer Me

relation_ between a primly govemmem and other _gamzations _r which the pfima_ gov_nmem is not finano_
accounm_e and th_ do not meet these cfi_fia is such M_ exdu_on of Me _ga_zation wou_ render the financial _emems of

Me _po_ng enfi_ mislead_g or _com_ Tho_ componem uni_ should be _po_ed based on Me exi_g b_n_ng and _
_e_ntat_n dismay _qui_menu of _emem No. 14.

The _o_s_ of S_ment No. 39 _e effecfi_ for finand_ _atements for periods be_nning after June 15, 2003. W_ e_lier
ap_ation _ encourage& Me C_y has not completed Me process _ _uating Me imp_t Mm w_ _ from _opting this _memem,
and M_e_, is una_e to disclose Me impa_ that adopting this _emem will have on i_ financial pos_ion and _l_ of
operations when such _ement is adored.

B. RECCNO_AT_N CF GOVERNMEN_WIDE AND FUND FINANCIAL STATEMEN_

A _mma_ _conciliation of Me _ffe_nce betw_n tot_ _nd b_ances as _flec_d on _e go_mmenml _nds balance she_
and total net defic_ of gove_menml acti_ties as shown on the gove_men_wide _emem of net assets is p_n_d in an
_compan_ng _hedu_ _ Me govemment_ _nds b_an_ sh_L The _set and _a_li_ _eme_s w_ch compfi_ Me _concili_n
_ffe_nce stem _om govemmem_ _nds using _e cu_e_ financiM _so_c_ me_eme_ _cus and Me modified _c_al basis
of _cou_g w_ Me gove_men_w_e finan_ _a_me_s u_ _e _onom_ _u_ m_me_ _cus and Me _c_ b_is
of _counting.

A _mmary r_onciliation of_e _ffe_nce betw_n _et change _ _nd _ances _ reflected on _e go_mmental _nds s_Wme_
_ revenues, _pendimres, and changes _ _nd b_c_ and change in net _sets _ go_mmental _tiv_ _ shown on _e go_mment-
w_e _eme_ of _ti_ti_ is p_nwd in an _compan_ng _hed_e _ Me go_mme_ _n_ _emem _ _venu_, expen_mws,

and changes in _nd b_ances. The revenue and expense e_mems which compfi_ the reconciliation diffe_nce s_m _om
governmental _nds using Me cu_ent finan_ _sou_es me_u_me_ _cus and the modified _c_ basis of _counfing w_
Me gove_ment-wide finan_ _eme_s use Me _onom_ _c_ me_u_mem _cus and Me _c_ b_is of _coum_

C. STEWAaDSHI_COM_C_ _NDACCOV_nILITY

1. Budge_ and _nand_ _ans

Budgets

Annu_ Expen_ Budg_ app_pfi_, wh_h _e _ep_ed on Me modred _c_ b_is, _e adop_d _r Me Gen_ Fund,
and un_ed ap_opriations lapse _ fisc_ ye_-end. The Ci_ uses appmp_io_ in Me Capital Budg_ _ auMofize Me expenditure
of _nds _r v_ious capita pr_e_s. Ca_I ap_opriations, unless modified or rescinded, _m_n in effect until the com_etion
of each pr_e_.

The Ci_ is _qui_d by St_e Law to adopt and adhere to a budget, on a basis co_i_e_ wiM GAA_ th_ would not have
Gene_l Fund expenditures in excess of revenues.

Expendim_s made ag_n_ Me Expense Budg_ _e co_Hed Mmugh Me use of qua_e_y spending _lotmen_ and units of
approp_afion. A unit of appropriation represents a sub_v_n of an agency's budget and is the level of control at which
expen_m_s may n_ kg_ exceed Me appmpfi_n. The numb_ of un_s of"app_pfiation and Me span _ operating _spon_y
which each unit _pw_n_, differs _om agency to agency depending on the size of Me agency and the level of control _qui_d.
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Tmns_ b_ween units of appropriation and sup_emenmry appropriations may be made by Me Mayor su_e_ _ Me approval
provisions _t m_h in Me Ciff Cha_e_ Supplememary appropriations increased Me Expen_ Budg_ by $2,374 mffi_n and $3,513
mill_n subsequent to i_ ori_n_ ado_n in fiscal yea_ 2002 and 2001, _specfivel_

Financial Plans

The New York State _nand_ Eme_ency A_ mr The Ci_ of New York, as amended in 1978, _qui_s Me Ci_ to operme
under a "ro_ng" Four-Ye_ _nand_ Han (Ha_. Revenues and expendim_s, including operming _ans_, of each year of Me

Han _e _quired _ be b_anced _n a b_is con_s_m wiM GAAE The Han is broad_ in _ope Man Me Expen_ Budget; it comprises
Gene_l Fund _venues and expenditu_s, Capital Pr_ec_ Fund revenues and expen_m_s, and Ml sho_ and long-_rm financing.

The Expense Budget is general_ conspire wiM the fi_t ye_ of Me Plan and operat_ns under the Expen_ Budget must
_flect Me agg_gme fimimtions contained _ _e app_ved Han. The Ci_ _v_ws its Han pedo_cM_ during Me ye_ an& if nece_ary,
makes modifications _ inco_orme actual results and revisions to _sumption_

Z Defidt Fund B_ance

The New York City Ca_tal Pr_ec_ Fund has cum_ative deficits of $1.5 _ll_n and SZ1 billion _ June 30, 2002 and 2001,

respectivel_ These deficits represent the amoums expec_d to be financed _om future bond issues or _overnmemM
_imbursemems. To Me ex_nt Me defici_ will nm be financed or _imbur_& a _ans_r _om Me Gene_l Fund will be _qui_d.

D. DETA_EONOX_ O_ALLFum)s

I. Depo_ and Investmen_

Depo_

The.City's bank deposi_ries _e des_nmed by Me Ban_ng Commi_ which consists of Me Com_rol_ Me Mayo_ and
the Hnance Comm_s_ne_ Independent bank rating agencies _e used to de_rmine Me financi_ soundness of each bank, and Me
C_y's ban_ng relationships _e under periodic operation_ and credit _ews.

The Ci_ Chaaer limi_ Me amou_ of depo_ _ any time in any one bank or _ust company to a maximum of on_h_f of
the amount of the cap_ and net surplus of such bank or _ust compan_ The _retdy p_sen_d componem uni_ included in
the Ci_'s _poaing enti_ m_ntain Mor own ban_ng relations_ps which gener_ly conform wiM the Ci_'s. Bank b_ances _e
cu_ently insured up _ $100,000 in the agg_g_e by Me Feder_ Depos_ Insurance Corporation (FDIC) _r each bank _r _1 _nds

other than monks of the _timmem sy_ems, which _e held by well_a_tal_ed banks and _e insured by Me FDIC up._
$100_00 per _ti_ment system membe_ At June 30, 2002 and 2001, Me carry_g amoum of Me Ci_'s cash and cash equN_en_

was $1,381 miH_n and $1_41 mill_n, respectivd% and the bank b_ances were $993 million and $1,207 mill_n, respe_Nd_
Of Me bank b_ances, $151 mill_n and $437 million, _specfivel_ w_e covered by Federal depo_ry insurance and $200 million
and $770 million, _spectivd_ we_ uninsu_d and c_r_ed wiM securities held by the Ci_'s agent in the Ci_'s name. Of

the bank b_ances, $642 million was u_nsu_d and unc_lme_l_ed for fi_ year 2002. At June 30, 2002 and 2001, the carrying
amou_ of Me _ly p_n_d compone_ un_s' cash and cash equN_en_ was $1,244 mill_n and $529 mi_on, respectivel_
and Me bank b_ances we_ $112 million and $1C3 miH_ _sp_tivd_ Of Me bank b_ance_ $21 mill_n and $4 mi_ _spe_d_
we_ cove_d by Feder_ depo_ insurance and $54 million and $90 million, respectivd_ were uninsured and c_l_e_lized

wiM securities held by Me Ci_'s agem _ the Ci_'s name. Of Me bank b_ance_ $37 million and $9 million, _spe_Nel_ were
uninsu_d and unc_lmefized.

The uninsured, c_l_ed and Me u_nsu_& unc_la_rM_ed cash b_ances carried during Me ye_ _p_m primarily
Me compensming balances to be m_nm_ed at banks mr services provided. It is Me p_y of Me Ci_ m _ve_ MI _nds in excess
of compensating balance _q_men_.

_vestmen_

The Ciff's inve_mem of cash in i_ governmental fund _pes is cu_enfly limi_d to U.S. Governmem gua_n_ed securities
and U.S. Governmem agency securities purchased directly and Mrough _pu_h_e ag_emen_ _om prima_ deMe_ as well as
commerci_ paper _d A1 and P1 by Stand_d & Pools Co,option and Moody_ Inv_W_ Se_ Inc., respectively. The _pu_h_e
ag_emems must be c_l_er_ed by U.S. Govemmem guaran_ed _curities, U.S. Govemmem agency securities, or eligible
comm_ciM paper in a range of 100% to 102% of the m_u_d v_ue of the repurchase ag_emems.
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The investment policies of _e di_ly preened componem u_ included in _e Cia's _po_ing entiff gener_ con_rm
to those of the City's. The cri_ria _r the Pension and O_er Em_oyee Benefit Tru_ Funds' inve_mems _e as fol_ws:

1. _xed _come inv_tmen_ may be made m u.s. Governmem gu_anteed secufifi_ or _cufities of U.S. Governmem agencies,
securities of compan_s rated BBB or beuer by bmh Standard and Pooffs Corporm_n and Moody's Investo_ Service,
Inc., and any bond _ me_s _e qu_ifications of _e New York State Reti_ment and Soci_ Secufi_ Law, _e New York
Stme Ban_ng Law, and _e New York Ci_ Administrative Code.

2. Equi_ inve_men_ may be made only in _ose s_cks _m me_ _e qu_cations of _e New York Sta_ Reti_mem and
Soci_ Securi_ Laws, _e New York State Banking Law, and _e New Yo_ City Adminis_mNe Code.

3. Shoa4_m _vestmen_ may be m_de in _e fol_w_v

a. U.S. Govemmem gu_an_ed securities or U.S. Gove_mem agency securitie_

b. Comm_ci_ paper rmed AI or P1 or F1 by Smnda_ & Poor's Co_orat_n or Moody's Inv_ Se_ Inc. or _h,

_spe_Nd_

c. Repu_h_e agreemenu c_l_ized in a range of 100% _ 102% of m_u_d v_ue, pu_h_ed from prima_ de_e_
of U.S. Gov_nme_ securit_s.

d. Inv_tmems in banke_' acce_ances, ce_ific_ of deposiL and time deposits _e limi_d to banks with woddw_e
asses in excess of $50 billion _m _e rmed wi_in _e _ghest cmegofies of _e leading bank rating _ and sdec_d
_g_n_ banks also m_d wi_in _e _gh_t c_egofies.

4. Inve_mems up to 15% of tot_ pension _nd asse_ in in_mmems not specific_ covered by the New York St_e
R_i_me_ and Social Secufi_ Law.

5. No investment _ any one corporation can be: (i) more _an 2% of _e pension plan net asse_; or (ii) more than 5% of
• e _tal o_n_ng issues of _e co_r_n.

All _v_tmems are held by _e Cia's cusm_ banks (in be_ or boo_enuy form) solely as agent of the Comptr_ler of

The Ci_ of New York on beh_f of the various account owne_. Paymems _r pu_h_es a_ not released until evidence of
ownership of _e underling investmen_ _e received by _e Cia's cu_o_ bank.

_v_tmems of the Ci_ and i_ di_ly p_sen_d componem units _e c_egori_ed by level of c_t risk (_e risk thin a

coumerp_ty to an investment transaction will not _lfil i_ obligationS. Cmegory 1, the _we_ risL includes _ve_men_ thin are
insured or _gis_d or for which securities are held by the entity or its agent in the e_i_'s name. C_egory 2, includes
investme_s th_ are uninsured and un_ed wi_ securities held by _e coun_arty's tm_ department or agem in the enti_'s

nam_ Catego_ 3, _e highest risk, _c_des inv_tmems _m _e uninsured and un_ed wi_ _cufiti_ held by _e coun_art_
or by _s tm_ depa_mem or agem but not in _e enti_'s name.
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The Cia's i_es_, _du_ng those of the _ p_n_d _m_m _ (CU), as of June 3_ 2002 and 2001 _e
clasfified as _l_ws:

2_2

C_o_ _r_ _r
1 2 3 Amou_ _ue

_ CU _ CU _ CU _y CU _y CU
On _o_)

Repu_h_eag_emen_ ... $ 595 $ 65 $ -- $ -- $ -- $ -- $ 595 $ 65 $ 595 $ 65
U.S. Go_mme_

securihes .............. 15,556 46 .... 15,556 46 15,558 46
Comme_i_ paper ....... 4,779 40 .... 4,779 40 _779 40
Co_or_e bon_ ......... 12,_7 ..... 12,_7 -- 12_7 --
Co.rate stocks ......... 45,013 ..... 45D13 -- 45_13 --
Agency _scou_ notes .... 516 420 .... 516 420 517 420
Open time _ ....... -- 3 ..... 3 -- 3
Securities _n_ng

inve_me_ c_l_er_
_egorize_:

Repurchase a_men_ .. 396 ..... 3_ -- 3_ --
U.S. Gove_me_

securit_s ............ 16 ..... 16 -- 16 --
Comme_i_ pa_r ..... 1,034 ..... 1D34 -- 1D33 --
Co.rate bonds ....... 3,960 ..... 3_60 -- 3_60 --
Ce_fic_es _ _posh... 2,272 ..... 2,272 -- 2,272 --
Money m_ke_ ........ 124 ..... 124 -- 124 --
U_nves_d cash ....... I ..... I -- 1 --
Promisso_ N_es ...... 101 ..... 101 -- 101 --
Agency _ou_ n_es .. 1 ..... 1 -- 1 --
O_n time _posi_ ..... 1,092 ..... 1,092 -- I,_2 --
Co_or_e _ocks ....... 37 ..... 37 -- 37 --

$87,540 __$__574 $ -- $ -- $ -- $ -- 87,540 574 87,542 574

Mu_ _nds (I) ......... 3,_8 -- 3,_8 --
In_on_ investment

fund_ ( 1) ........ 12,090 -- 12_90 --
Guaran_cd investm_

conWa_s (I) ........... 1,519 -- 1,519 --
Man_ement inve_me_

contracts (I) .......... 173 -- 173 --
_o_-te_ _vestme_

_nd (I) ............... _146 -- 2,146 --
_er 3 and 4 loans (I) ..... 57 -- 57 --
Sm_l mo_gages (I) ...... 3 -- 3 --
Securities lending

inve_me_ c_l_er_
(unca_gorized):

M_u_ _n_ (I) ....... 691 -- 691 --
Gua_n_ _vestme_

contracts (I) ......... 18 -- 18 --
_o_-te_ investment _ (I) 43 -- _ --

Total inve_men_ ..... $107,328 $ 574 $107,330 $ 574

(1) These _ve_men_ are n_ cmegofized because _ey a_ not ev_enced by securities _m exist in phys_ or book entry _rm.

In fisc_ year 200Z the res_ic_d cash and cash equiv_ents ap_aNe to the government_ funds was $1,170 million of w_ch
the repayment of $1,170 milfion was insured or c_l_er_ized and none was u_nsured and uncdl_er_ed. There were no restri_ed

government_ funds inve_ments for fisc_ year 2002.

In fiscM year 2002, the restric_d cash, cash equiv_en_, and investments applicab_ to discr_dy presen_d component units
include $368 million of cash and cash equN_ents, of which the repayment of $296 million was insured or collmer_ized and

$721 million was u_nsured and uncollmer_ized. Restric_d investment, pdncip_ly in U.S. Government securities with a cost

and approximme fair v_ue of $2,815 million are fully registered with securities hdd by the Ci_'s agent in the entity's name of
which $1,701 million have mmufifies of three months or less.
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2001

Total
C_egory Carrying Fair

1 2 3 Amoum Value

Ci_ CU Ci_ CU City CU City CU City CU
(in miilion_

Repu_haseag_emems ... $ 1_47 $ 62 $ -- $ -- $ -- $ -- $ 1_47 $ 62 $ 1,947 $ 62
U.S. Government
securities .............. 17_05 1_91 .... 17_05 1,091 17,906 1,091

Commerci_ paper ....... _240 ..... 4,240 -- 4,240 --
Corporate bonds ......... 13,744 ..... 13,744 -- 13,744 --
Corporate _ocks ......... 53,119 ..... 53,119 -- 53,119 --
Agency _scoum notes .... 535 279 .... 535 279 534 279
Ce_ific_es of depos_ ..... -- 33 ..... 33 -- 33
Securities lending

investmem c_lmer_

_cgorized):
Repu_hase ag_emems.. 348 ..... 348 -- 348 --
U.S. Governmem

securities ............ 26 ..... 26 -- 26 --

Commer_ paper ..... 3,159 ..... 3,159 -- 3,159 --
Corpor_e bonds ....... 2_01 ..... 2,601 -- 2,601 --
Ce_ifica_s of depos_... 2,182 ..... 2,182 -- 2,182 --
Money marke_ ........ 232 ..... 232 -- 232 --
Uninves_d cash ....... 5 ..... 5 -- 5 --
Promi_ory Notes ...... 430 ..... 430 -- 430 --
Loan Participation ..... 4 ..... 4 -- 4 --
Open time depo_ ..... 381 ..... 381 -- 381 --
Corpor_e stocks ....... 203 ..... 203 -- 203 --

_101,061 $1A65 $ -- $ -- $ -- --$---- 101,061-- --1A65 101_61 1A65

Mu_ funds (1) ......... 4,552 -- _552 --
I_ernm_n_ investmem

_nd-_equity (1) ........ 1L973 -- 12,973 --
Gu_ameed investmem
contracts ( 1) ........... 1,043 -- 1,043 --

Managemem _ve_mem
contracts (1) ........... 98 -- 98 --

Shoa-_rm investmem
fund (1) ............... 2,791 -- 2,791 --

Sm_l mo_gages ( 1) ...... 9 __-- 9 --
Tot_vestmems .... --$122,527 $ 1A65-- --$122fi27 _ 1_65

(1) These investmems are not c_egorized because they are not ev_enced by securities _at exist in phyfic_ or book envy form.

In fiscal year 2001, the restricted cash and cash equiv_en_ appl_able to the government_ funds was $457 million of wh_h

the repayment of $457 million was insured or collater_ized and none was uninsured and uncollaterMized. There were no

re_ficted government_ funds inve_ments for fiscal year 2001.

In fiscal year 2001, the re_ficted cash, cash equiv_ents, and inve_men_ applicable to discretdy presented component units
include $404 million of cash and cash equN_ent_ of which the repayment of $401 million was insured or collater_ized and $3

million was uninsured and uncollater_ed. Restricted investment, princip_iy in U.S. Government securities with a cost and

approxima_ fair value of $1 _99 million are fully registered with securities held by the CRy's agent in the entity's name of which
$241 million have maturities of three months or _ss.
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Sta_ statutes and boards of uus_es policies permit Me Pension and Reti_ment Sys_ms and ceaain Variable Supplements
Funds (Sys_ms and Funds) to lend their securities (the underlying securities) to broke_-de_e_ and other entities with a

fimulmneous ag_emem m return the c_lmer_ for the same securities in Me fu_re. The Sysmms' and Funds' cusm_ans lend the
following types of securities: shoa-_rm securifie_ common stock, _ng-term corpora_ bonds, U.S. Governmem and
U.S. Governme_ agendes' bonds, asse_backed securifie_ and in_rnm_n_ equities and bonds held in collective inve_mem _nds.
Securities on loan at yea_end are clasfified as a Cmegory 1 risk in Me p_ceding schedule of cusm_ credit risk. ln_rnmion_

securities are uncategofized. In _mm, _ey _c_ve c_l_er_ in Me form of cash _ 100%-105% of_e principal Nus accrued in_
tbr _investmenL At yea_end, Me Sys_ms and Funds had no credit risk exposure to bo_owe_ because Me amoun_ Me Sys_ms
and Funds owe the bo_owe_ exceed the amoums Me bo_owers owe Me Sys_ms and Funds. The conuac_ wig Me Sys_ms' and
Funds' cu_o_an _qui_s bo_owe_ to _dem_fy Me Sys_ms and Funds if Me bo_owe_ fail m _mrn Me securifie_ if the c_lmc_l

is inadequme, and if Me bo_owe_ _il to pay the Sys_ms and Funds for income _ributions by the securities' issue_ while Me
securities are on loan.

All securities loans can be _rminated on demand wi_ a period specified in each ag_emem by eider Me Sys_ms and Funds

or the bo_owe_. Cash c_lmer_ is inves_d in Me lending agents' shon4erm inve_mem pools, which have a wdgh_d-average
m_uri_ of 90 days. The underlying securities (fixed income) have an average m_uri_ of 10 years except for the TRS securities
lending program discussed brow w_ch has an average mmufi_ of 5 yea_.

In ad_tion, TRS administe_ a securities lending program _r TRS and BERS Variable A investment program which is compar_ b_
to Me securities lending prog_m discussed above.

The Ci_ _ports securities loaned as asse_ on Me Statement of Fidudary N_ A_s. Cash _c_ved as c_lmer_ on securities

lending transactions and investments made wig that cash am _so recorded as assets. Liabilities resulting from _ese uansa_ns
are _poned on Me Statement of Fiduciary N_ A_ Accord_ _e Ci_ _cords Me _vestmen_ pu_hased wig Me cash c_lmer_

as Inve_men_, C_lmer_ From Secufit_s Lending Transactions wig a co_esponding _abili_ as Securities Lending Transaction_
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L Capital Asse_

The following is a summary of capital assets activity for the fisc_ yea_ ended June 30, 2001 and 2002:
B_ance B_ance Ba_nce
June 30, June30, June 3_

PrimaryGovernme_ 2000 Add_ons Deletions 20_ Add_ons Dd_ns 2002
Onthousand_

Governmental activities:

Ca_t_ asses, not being
depreci_ed:

• Land .................... $ 707,068 $ 30,006 $ 3220 $ 733_54 $ 3D29 $ -- $ 736,883
Construction work-in-

progress ................ _98_982 2,474,1341 L598A03 _860fi20 2A20_23 2D8_784 7,196,759

Total capflal assets, not
b_ng depreci_ed ........ _692_50 2_04,047 2,601,623 7_94A74 2A23_52 2_8_784 7_33,642

Capital assets, being

dep_dmed:
Buildings ................ 15,139,258 2fi98A03 52_22 17_84D39 Z633299 46_077 19,852,161

Eq_pmem ............... 5,135 _65 404,143 109D62 5A3_846 707,379 571,876 5fi6_349
Inffastru_ure ............. 8,365,006 458fi28 -- 8_23_34 88 !,227 207fi66 9_9Z295

Tot_ capital assets, berg
dep_ci_ed ............. 28,640,029 3A61,174 161,784 31D3_419 _221_05 1245fi19 3&915,805

Less accumul_ed

depreciation:
Buildings ................ Z249f184 725,207 -- 7D7_991 648,096 23,734 8fi9_353

Equipment ............... 3A8_923 341 _53 -- 3,831,676 425 _73 213_35 _043_ 14 i
In_as_ucmre ............. 3D5_825 176,040 -- 322_865 48_400 163,156 3,547,109

Tot_ accumulmed

dep_cimion ............ 13_93_32 1,243,000(1) -- 15D3_532 lfi5&469(1) 400_25 1_19_376

Total ca_tal asse_, being
dep_ci_e_ net ........... l&84&497 2,218,174 161_84 1_90Z887 2,667,436 844_94 18,725A29

Governmental acti_ties

capitol asse_, net .......... $22,538,547 $4,722,221 $2_63A07 $24_97,361 $5,091_88 $2D2_678 $26fi59D71

(1) Depreciation expense was charged to fun_ion_programs of the Ci_ for _e fiscal yea_ ended June 30, 2002 and 2001 as
l_llows:

2002 2001

(_ _¢u_nd_
Governmental acti_fifs:

Gene_l governme_ .................................. $ 267,908 $ 168,503
Public sa_ and ju_ .............................. 144,972 119,753
Educ_n .......................................... 297A99 377fi47

Ci_ UnNe_i_ ...................................... 10,727 7,878
So_ serv_es ...................................... 61,140 39,213

Environmental pro_n ............................. 186,915 193,570
T_nspo_n serv_es ............................... 385,748 223_79
Parks, _c_n and c_mr_ activ_es ................... 175,844 86,943
Heath ............................................. 12,676 11,815
Libraries ........................................... 11,040 14,399

Tot_ dep_n expense--governmental acti_ties ........ $1_5_469 $1,243_00
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The fol_wing are He souses of fun_ng for He governmental a_Nities ca_tal assets for He fisc_ years ended June 3_ 2002
and 2001. Sources of fun_ng for ca_tal asse_ are not av_hNe prior to fisc_ year 1987.

2002 2001

_n _oman_)

Capital Pr_e_s Funds:
Prior to fisc_ year 1987 ............................... $ 6,060,573 $ _467,109
Ci_ bonds .......................................... 33_05_05 30_6_604
Feder_ grants ....................................... 374,687 363,774
St_e grants ......................................... 137,272 130,735
Pfiv_e grants ........................................ 53_37 51 _74

Capital_ed _ases .................................... Z617_73 2_5_097

Tot_ fun_ng souses ............................... $4_849,447 $3_533_93

At June 30, 2002 and 2001, governmem_ activities ca_t_ assets include approximmdy $1.2 billion of Ci_-owned asse_
leased for $1 per year to He New York Ciff Tranfit Au_oriff which opermes and m_ntains He assets. In add_ion, assets leased
_ HHC and _ the Water and Sewer System are excluded from governmental acti_fies carrel asse_ and are recorded in _e respective
component unit financial _mements.

Included in land and buildings at June 30, 2002 and 2001 _e _ased propea_s captained m $Z617 mill_n and $2,054 mill_
respe_Nd_ wi_ rela_d accumd_ed amo_iz_n of $311 million and $250 mill_n, respe_Nd_

Capital CommBments

At June 30, 2002, the outstan_ng commRmen_ relm_g to pr_ec_ of He New York Ciff Carrel Pr_ects Fund amoun_d

to approxim_dy $10.3 billion.

To _ddress He need for significant infrastructu_ and pubfic _dli_ c_pital investments, He Ci_ has prepared a _n-year ca_tal
spen_ng program w_ch contem_mes New York Ci_ Ca_tal Projects Fund expendi_res of $48. I billion over He _m_n_g fisc_
years 2003 through 2011. To help meet its ca_tal spending program, the Ci_ and TFA bo_owed $4.8 billion in the public credit
market in fisc_ year 2002. The City, TFA, and/or TSASC plan to bo_ow $4.4 billion in He public credit mark_ in fisc_ year
2003.

3. Leases

The Ci_ _ases a s_ficant amount of prope_y and equ_mem _om o_ers. Leased propeay ha_ng elements of owne_h_
is recorded in the government-wide financial _mements. The rela_d oN_ation_ in amounts equ_ to the present value of
minimum lease payments payable during the rem_ng term of the leases, are _so recorded in He governmen_w_e financial
_ement_ O_er leased prope_y not h_ving dements of owne_p are dasfified as oper_ing leases. Bcth ca_l and operating

lease payments are recorded as expend_ures when payable. Total expense,s on such leases for the fisc_ years ended June 30,
2002 and 2001 were approxim_dy $500 million and $453 million, respecfivel_
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As of June 30, 2002, the City (exclu_ng discre_ly presen_d component unit_ had future minimum payments under ca_tal
and operating leases with a rem_ng _rm in excess of one year as follows:

Capit_ Operating
Leases Leases To_l

Governmen_lac_ti_: _n _ousands)

Fisc_ year ending June 30:
2003 .......................... $ 194,845 $ 292_73 $ 486,918
2004 .......................... 195,799 276,727 472,526
2005 .......................... 207,017 260,078 467_95
2006 .......................... 206,349 251,705 458 _54
2007 .......................... 204,857 240,939 445fl96

2008-2012 .......................... 857,001 881,103 1fl38,104
2013-2017 .......................... 706,189 559,608 1,265,797
2018-2022 .......................... 571_86 230,390 801,976
2023-2027 .......................... 393,420 77,854 471,274
2028-2032 .......................... 295,510 59,091 354_01
2033-2037 .......................... 95,846 48,616 144_62
2038-2042 .......................... 38,339 30,689 69_28

Future m_imum paymen_ ......... 396@758 $320_873 $7,175_31

Less intere_ ........................ 1,668,619
Present v_ue of future m_imum

payments ..................... $2,298,139

The present v_ue of furore m_imum _ase paymen_ includes approximmdy $1.804 billion for leases with Public Benefit
Corporations (PBC) where S_ law general_ provides thin in the event the Ci_ fails to make any required lease payment, the
amount of such payment will be deducted _om Stme _d otherwise payable to the Ci_ and paid to PBC.

The City _so _ases City-owned propeay to others, primarily for mark.s, poas, and terminals. Tot_ rental revenue on these
capital and operating _ases for the fiscal years ended June 30, 2002 and 2001 was approximmdy $115 million and $154 miHiom
respectiv_ As of June 30, 2002, the follow_g future mi_mum rentals are provided for by the _ases:

Ca_l Opera_ng
Leas_ Lewes Tot_

Governmen_lacfi_fl_: On_ousands)

Fisc_ year ending June 30:
2003 .......................... $ 1,541,150 $ 66_18_53 $ 6795_803
2004 .......................... 1,617,809 57,846,717 59_6_526
2005 .......................... 1_94_68 51_12_91 52,706,959
2006 .......................... 1_67fi31 46,06@211 47,833,742
2007 .......................... 1,841,565 44_89_75 46230,640

2008-2012 .......................... %877_33 193_9_103 203272_36
2013-2017 .......................... 11250992 127_83,185 139_3_177
2018-2022 .......................... 12,313,923 81223_67 93_3_590
2023-2027 .......................... 12_72,645 52_07,640 64,480,285
2028-2032 .......................... 1193_565 4@735fi92 58_70,157
2033-2037 .......................... 11936,042 43_83fl85 55,019,827
2038-2042 .......................... 11,107,790 36963_81 48,071,271
2043-2047 .......................... 1_247fi28 3@653_44 4@901 _72
2048-2052 .......................... 1_088955 3L10_558 43,196,513
2053-2057 .......................... 1_088955 2991_073 3999_028
2058-2062 .......................... 1_088_55 29,910,070 39,999,025
2063-2067 .......................... 1_088955 2991 _067 39999_22
2068-2072 .......................... 1_08_955 28,847,565 3893&520
2073-2077 .......................... 995&634 27,686,136 37,64L770
2078-2082 .......................... 981,507 18,734,180 19fl 15_87
2083-2087 .......................... -- 15,569,118 15,569,118
2088-2092 .......................... -- 3 3

Furore m_imum lease rent.s ...... 16_586_57 $1_97_53_14 $1,258,240,171

Less in_re_ ........................ 130,976,967
Present v_ue of furore mi_mum _ase

rent.s ....................... $ 29_0%890
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4. Shod-Term Liabil_

Changes _ Short-_rm _ab_s

In fisc_ years 2001 and 2002, _e changes in sho_Aerm fiaN_fi_ were as _llows:
B_ce B_an_ B_ance

June _, June 3_ June 3_

P_mary Gourmet 2000 Ad_flo_ De_flo_ 2_1 Ad_flo_ l)e_fio_ 2_2
_n _ou_n_)

Governmen_l acfi_fies:

Notespaya_e:
Revenue anticipation no_s (1) .. $ -- $ 750,000 $ 750,000 $ -- $ -- $ -- $ --
Bond antic_ation notes (_ .... 515_00 515_00 1_30_00 -- 2,800,000 600,000 2200,000

Tot_ notes payable ............. $515_00 $1265_00 $1,780_00 $ -- $2,800,000 $600,000 $2200,000

(1) Revenue a_c_n notes _e used by _e Ci_ _ s_is_ its season_ financing needs.

(2) Bond __ notes _e used by T_ to p_de financing _r the Ci_'s capitol expen_m_s and _imb_mem _ _e
Ci_ _r c_ _l_ed _ and _sing _om evems on Se_emb_ 11, 2001 at _e _dd _ Cen_

_ L_rm _s

_s in _-_ _b_

In fisc_ years 2001 and 2002, _e changes in _ _ we_ as _l_ws:
Due

B_an_ B_an_ B_auce W_n

June_ June _ June _ One
_m_ _m 2_ Ad_fio_ _k_o_ 2_I Ad_fio_ _o_ 2_2 _ar

On _ou_n_)

G_emm_ _fi_:

_Ms _y_

bonds ....................... _&_LI_ $2,378,565 $2:3_880 $2&835_91 _8,_ $L338916 $28:65:84 $12_
1991gen_ _sdm_n
_nds ....................... L531fi65 -- 314,530 321L035 I_I0 _,_5 L_0 355,_

Fu_ _x _cu_d

_nds ....................... 5_23,155 I_3&825 73_70 7_8_010 ID2_I_ I17fi35 8_8_5 178,185
Bond am_m_n n_es ........... 515,_ -- 515,_ .....
_cco _x_e

amo_z_n bonds............. 7_80 -- 5_20 _0 45,878 9:30 74_ 108 8915
_nese _n _s .............. 120,_ -- 4_ 8_ -- 40,_ 4_ 4_
Revenue_KI)_ ............. 57_651 -- 27_I I_) _L9_ -- 21fl3_ _I_ 31_8

_ _ t_sury
o_m_ns and d_cou_s .......... 3_261fl57 _915_ 3:11_I I 38fl65:36 5,141,287 2971_20 _,I_ I_62_78

_ treasu_o_m_ns ............. 23_468 -- 62,_5 168,373 -- 52,102 II_271 52,275

_ _ _scoun_ ............... 38_31_89 3_15_90 334_616 _7_3 5,141387 2_19_18 _81_2 I_I_3
_ss _ounts _ ................. 23_949 16_30 83,872 167_07 321,172 141,318 347,161 --

TotM_nds _ble ................ 37,796,340 _89_ 160 3265fl44 38:2_756 _82_ I15 2_2_ 4_471_71 I_ I_403
Capi_ _aseo_m_ns ............. I_03_50 55351 53_24 I_3_ 563,376 69,814 L29_139 58_62
Re_ e_a_ _x _n_ .............. 59_781 13_689 148_75 582,395 II&152 118,827 57_720 88,8_
_r mx _Ms ................... 1:68_29 121:59 261,529 I_28_59 I_130 121:59 1,367,130 135,130
Judgmems and d_ms ............... _013_88 I_ 993,650 _226_08 1,_ I_ 936,615 _337_20 _L 1_
_cm_n and _k _ave .............. 2_ 148fi71 122,169 2,108,702 212,156 1_17 2_1_941 105_20
Pennon l_li_ ................... -- 1_2_ -- 188_ 161,_0 21:_ _7,8_ 37,3_
_1 closu_ and _st-

closure care costs ................ 1_85278 363,176 51,538 1_9_916 -- 114,247 1282_69 63,288

_ _an_s in governmental
a_ lon_e_
l_Nl_es ....................... _8_ $_ 121_76 $_89_429 _5_ 13 $7_8_056 $_265:79 _L_0 $3_7_811

(I) The de_ of CUCF and ECF are _po_ed as bonds om_an_ng _u_t _ _eir _emmem as componem uni_ (see Nine A. 1.).

(2) Excludes $250,121 in 2_1 and $255A60 in 2_2 _r CUCF _ _ _ov_ by the St_e.

(3) N_ _ustment for CUCF _on based on M_c_n _ _ _tween New Yo_ State and New York CRy

N_e: Ciff bonds _ya_e a_ _ner_ I_uidmed wRh _sou_es of _e Gener_ De_ Serv_e Fun& _r _n_erm fiabififies a_ _ne_ l_u_ w_
_sou_es of _e Gener_ Fund.
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The bonds _y_ n_ of _e_u_ oM_ _ June 30, 2002 and 2001 _mm_d by _ of issue am _ _l_ws:

2_2 2_!

Gener_ Gener_
_ _m_ O_afiom Re_n_ _t_ O_g_om Revenue _

G_emm_! activities:

Bonds payable:
Gener_ _l_ _s .......... $28,349,213 $ -- $28_4_213 $26_67A18 $ -- $26_67A18
1991 gener_ _s_m_n _nds ...... Z_9,_0 -- Z_9_0 3,217_35 -- 3217_35
Fu_ _x _cu_d bonds .......... 8288_65 -- 8_88_65 Z38@010 -- 7_8_010

bonds ........................ 74_ 108 -- 74_ 108 703_60 -- _3,_0

Japanese yen bonds .............. 4_0 -- 40_0 80_ -- 8_
Revenue bonds .................. -- 521,206 521,206 -- 542,940 542_40

_tM bonds payaMe ............ $40,297,626 $521,206 $4_81_832 $3825_123 $542,940 __3

The _l_wing mb_ _mm_s _tum debt _e mquimmen_ as of June 30, 2002:

G_emm_ A_fi_

G_ O_ _n_ R_ _n_
P_ma_ G_e_me_ _n_p_ _e_ I) _n_p_ _

_sc_ ye_ ending June 30:
2003 ......................................... $ 1fl78_55 $ 1,925,510 $ 31_8 $ 30,928
20_ ......................................... Z078_40 1,851,259 31,892 30_34
2005 ......................................... _ 1_01 1fl55_34 32_3 28,774
2006 ......................................... 2,078,915 1_3_5 3_635 23_45
2007 ......................................... 2,129,029 1,519,685 31_35 21,925
2008-2012 .................................... 9_3_355 _8 141,921 8_288
2013-2017 .................................... 7,718,510 3_27 _50 1_, 1_ 42,_0
2018-2022 .................................... _618_92 2,172,079 47_65 17,719
2023-2027 .................................... _48_578 939,723 37_62 7,196
2028-2032 .................................... l,_8fi_ 169,970 8_01 784
2033-2037 .................................... 30,213 5_26 -- --
_3_2_2 .................................... 5,753 17 -- --
_e_ until 2147 ..................... ....... 773_ 140 -- --

40,297,626 21_67,186 521 _ 284_33

_ss ime_ componem ......................... -- 21,967,186 -- 28_633

_ _e de_ _e _qu_emen_ ............ $4_297_26 $ -- $521,206 $ --

(1) Includes in_re_ _r gene_ oN_ bonds _fim_ed m 4% r_e on _exem_ _e ra_ bonds and at 6%_e on
mxa_e a_us_e _ bonds w_ch a_ _e _es _ _e end of_e fi_al yea_ _s_ _dud_ ime_ _tim_ed _ 7% _ _r
J_e_ _n _ __ in_ _ _p_e _n _n_ is _d _ o_g m_ _r _p_ in U.S. _11_ _ _
interbank o_ri_s.

The average (wdgh_d) _st r_es _ o_g Ci_ gener_ _1_ _s as of June 30, 2_2 _d _01 we_ 5.5%
and 5.6%, _spe_Nel_ and bo_ r_d from 0.0% to 13.55%, and _e in_ rmes on ou_mnding MAC bon_ _ of bo_ June
30, 2002 and 2_1 ranged _om 3.5% _ 6.25%. The last m_uri_ of the _d_g Ciff debt is in _e ye_ 2147.

In fisc_ yea_ 2_2 _d 2001, _e Ciff issued $1.008 billion and $1.139 billion, _fi_ of gener_ oN_n bonds to
advance re_nd general _1_ bonds of $1.003 billion and $1.147 NH_ _specfivel_ agg_g_e princip_ _. _e net
premeds from _e s_es of the _n_ng bonds, _ge_ wi_ _r _n_ _ $3.8 million and $46.2 mill_n, _e_ were
i_ly _aced in escrow accounts and inve_ed in Uni_d Stm_ Govemmem securities. As a _uR _ pmfi_ _r _e paymem
of _e prindp_ and in_ m mmufi_ and any _dem_n p_m_m, the advance _nded bonds _e co_ed to be de_ed
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and, accor_n_ the fiaNlity is not nponed in the governmem-wide financi_ _ements. In fisc_ year 2002, the nfun_ng
_ansacfions will decrease the Ci_'s aggngme debt service paymen_ by $200 thousand and provide an econom_ g_n of $52.3
million. In fiscal year 2001, the nfunding _ansacfions decnased the Ci_'s aggrega_ debt serv_e paymen_ by $61.4 miH_n and
prodded an economic g_n of $56.3 million. At June 30, 2002 and 2001, $5.875 billion and $8.298 billion, respecfivd_ of the
Ci_'s out_and_g general obl_ation bonds were cons_end debased.

The Stme Con_imtion nq_ns the Ci_ to Nedge its full _ith and cn_t for the paymem of the princ_ and interest on Ci_
_rm and sefi_ bonds and guarameed debt. The general debt-incu_ing power of the Ci_ is lim_ed by the Con_Rution to 10% of

the average of five years' full v_uations of taxable real est_e. Excluded from this debt lim_afion is cea_n indebtedness _cu_ed
for wa_r supN_ ce_n obligations for _ansit, sewag_ and other specific obl_ations which exdufions are based on a relationsh_
of debt service to net revenue.

As of July 1, 2002, the 10% general limRation was approxim_dy $35.993 billion (compared with $32.867 billion as of
July 1, 2001). To Frovide for the Ci_'s ca_tal program, TFA _nd TSASC were cre_e& the debt of wh_h is not su_e_ to the
gener_ debt limit of the City. The debt-_cu_ing power of TFA and TSASC has permiued the Ci_ to continue to en_r into new
con_a_u_ commitmems. As of July 1, 2002, the comNned City, TFA, and TSASC rem_ng debt _curring power _t_ed $6.750
billion, after proving for carrel commitments.

Pu_uant to Sta_ _m_n on January 1, 1979, the City e_a_hed a General Debt Service Fund adminis_red and
m_nt_ned by the Stme Comptroller into w_ch payments of n_ estme taxes and other revenues are deposi_d in advance of debt
serv_e payment da_s. Debt service on all Ci_ notes and bonds is p_d from this Fund. In fiscal year 2002, discretionary and other
_ans_ of $663 mill_n were made from the Gener_ Fund to the General Debt Serv_e Fund for fisc_ year 2003 debt serv_e.

In addition, in fisc_ year 2002, no _scretionary _ans_ were made to component uni_ of the Debt Serv_e Funds. In fisc_ year
2001, discnfionary and other _ans_ of $2.097 Nll_n wen made from the Gener_ Fund to the Gener_ Debt Serv_e Fund for

fiscal year 2002 debt service. In ad_fiom in fisc_ year 2001, _scnfionary transfers _taling $514 mill_n were made to cen_n
component unit of the Debt Service Funds.

Judgmen_ and CMims

The Ci_ is a de_ndant _ lawsu_s pe_ng m mmeri_ mm_, including d_ms asserted which are incidental to pefform_g
routine government_ and other fun_ns. This lit_ation includes but is not limi_d to: actions commenced and clams asse_ed
ag_n_ _e Ci_ arising om of _ged to_s; alleged bnaches of com_c_; _ged _m_ns of _w; and condemn_n procee_ngs.
Clams relined m the Se_ember 11 attack on the World Trade Center are not described bdow. The Ci_ has nceNed appro_mme_
2,000 notices of clams totaling appro_mmdy $9 billion nlating to the Sep_mber 11 attack. The ultimme outcome and fisc_
impa_, if an_ on the Ci_ of these clams is not cu_enfly pn_ab_. As of June 30, 2002 and 2001, d_ms in excess of $533
billion and $500 billion, nspectivd_ wen outstan_ng ag_n_ the Ci_ for wh_h the City e_immes i_ potenfi_ furore l_Nlity
to be $4.3 billion and $4.2 billion, respecfivel%

As exN_ned in N_e A.I_, the estimate of the lh_ii_ for unsettled d_ms has been nponed in the governmem-wide _mement
of net assets under noncu_ent liabilities. The liaN_ was e_ima_d by cmegofi_ng the various clams and applying a hi_oric_
average pe_enmg_ based primarily on actual settlements by _pe of clam during the pnce_ng _n fisc_ years, and supNemen_d
by information provided by the New York Ci_ Law Depa_ment with respect m cea_n hrge indN_u_ d_ms and proceed_gs.
The recorded l_Nli_ is the Ci_'s best e_imme based on av_b_ inform_ion and ap_ation of the foreg_ng procedures.

In February, 1997, a former New York Ci_ school pfinc_ filed an action in New York State Supreme Cou_ ch_n_ng
the investment pol_s and prao_es of the Refinmem Board of the New York Ci_ Teache_' Retinment Sys_m (TRS) with regard
to a component of TRS consisting of member contfibut_ns and earnings thereon known as the Variable B Fund. Pl_ntiff _ges
thin the tru_ees of TRS H_g_ m_nt_ned the Vafiab_ B Fund as a fixedqncome fund and ignored a req_rement that a
subsmnfi_ amount of _e Fund_ asse_ be inves_d in equi_ _curifie_ The de_ndants are TRS and i_ in_du_ trustees. Pl_nfiff
seeks damages on beh_f of HI Vafiab_ B Fund partidpants in excess of $250 mill_m In Ma_ 1999, the Appdlme Di_fio_ Fi_t
Department, affirmed the Supnme Court's eater de_ of the de_ndants' motion for summary judgment. If the _ntiff were
to prevail in this action, it could result in substanti_ costs to the City.

In addition to the above d_ms and proceedings, numerous n_ e_me tax certiorari procee_ngs are presently pend_g ag_nst
the Ci_ on grounds of alleged overv_uation, inequ_ity, and _eg_i_ of asse_ment. In nsponse to these actions, in Decembe_
1981, Stme _ation was enac_d w_ch, among other things, authorizes the Ci_ m assess re_ propeay accord_g to four classes
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and makes ce_n ev_entiary changes in n_ est_e tax ce_iorari procee_ngs. Based on hismric_ settlement activity, the City
estim_es i_ potenti_ _a_lia for outmand_g ce_iorafi proceedings to be $580 million and $582 mill_n m June 30, 2002 and
2001, nspectivel% as npo_ed in _e governmenbwide financi_ _ements.

Pens_n Liabili_

The C_y's pennon lh_lity as of June 30, 1999 resuRed from a statutory change in the timing of _e Cia's contribution to
its pension plans. Prior to fisc_ year 1981, the Cia's pens_n contribution nflec_d pension cos_ incu_ed two yea_ earlier and
a phas_ of ce_n acmari_ assumptions. The Cia's _a_ a was ofiDn_ amo_ed over 40 years. Lair _ation reduced
the amo_ization period m 20 years. As of June 3_ 199% _e nm_ng amoaization period w_s 11years. In accordance wi_ Cha_er
85 of the New York State Laws of 2000, enac_d on June 24, 2000, as pan of a number of changes to acmari_ assumptions and
m_hods, _is l_Nli a is no longer being funded separmdy as part of actuari_ly-determined pens_n contributions and a l_Nl_y

on the pa_ of the Cia separ_e from its ac_ari_-determined pension contributions no longer exists. Accordingi_ _e amount
of_e ncorded liaNli a was decnased _ zero as of June 30, 2000. For acmari_ purposes, _e lia_ a was dim_med for _e purpose
of c_culating fisc_ year 2000 pension contributions.

As of June 30, 2002 and 2001, the Cia_ penMon _a_li a ns_d _om St_e _Mation (Chap_r 125 of the Laws of 2000)
enacted during thdr Spring 2000 session, which provides automatic co_-of-lN_g a_u_ments for d_i_e retirees and di_e
beneficiaries beginning Se_embeg 2000 and a phase-in _hedule for funding _e add_on_ ac_ari_ liabil_es cn_ed by _e benefiu
prov_ed by _is law (see Note E.5.).

Landfill Closu_ and Pos_su_ Cam Costs

Heretofore, _e C_s o_y active landfill av_ble for was_ _sposal w_s _e Fnsh Kills landfill w_ch i_fi_ ceased landfill
operat_ns in Marc_ 2001. The landfill was nopened per the Govemor's amended Executive Order No. 113, which authorized
the Cia to continue the acceptance and disposal of was_ m_efi_s nceNed from _e si_ of _e World Trade Cen_r _sas_r of
Se_ember 1l, 2001. The landfill subsequently dosed _ AugusL 2002. For govemment-w_e finand_ _mements, _e measunmem
and ncog_tion of the Ih_fia for closure and po_closun care is based on tot_ estim_ed cu_ent co_ and landfill usage m da_.
For fund financial _mements, expen_ns are ncog_zed using _e mo_fied accru_ basis of accounting where a lhNlity is
recog_zed o_y when l_u_ed with expendab_ financi_ resources.

Upon the landfill becoming inactive, _e Cia is required by Feder_ and State law to close the landfill, _du_ng fin_ coveg
s_rmw_er management, landfill gas coned, and to pro¼de postclosun care for a period of 30 years following closure. The Cia
is _so req_red under Consent Order wi_ _e New York State Department of Environment_ Conservation _ conduct ce_n co_ecfive
measuns associmed wi_ the _ndfill. The co_ective measuns include construction and operation of a leach_e mitigation sys_m
for _e active potions of _e landfill as well as dosun, postclosun, and groundwa_r moni_fing acfiv_es for _e sections no longer
accepting solid wa_e.

The lia_li a for these activities as of June 30, 2002 wh_h equ_es _ _e total estimated cu_ent cost is $1_59.2 mill_n based
on _e ma_mum cum_afive landfill capaci a used to d_e. Then a_ no cos_ nm_ng to be ncog_ze& During fisc_ year 1996,
New York State _ation was enac_d which states that no waste will be accep_d at the Fresh Kills landfill on or a_er
January 1, 2002. Accor_n_ the _a_a for c_sun and pos_sure care co_s is based upon an effective cum_Ne landfill
capaci a used to d_e of approxim_dy 100%. Co_ estim_es an based on cu_ent d_a including contracts awarded by the City,
conuact bids, and engineering sm_es. These estim_es are su_e_ to adjustment for _fl_n and to account for any changes in
landfill con_fions, ngul_ory nquinment_ _chn_og_ or co_ e_im_es.

During fisc_ year 2002, expen_ns for landfill closure and pos_losun can cos_ _led $37.4 million.

Resou_e Conservation and Recovery A_ Subtitle D Part 258, which became effective April, 1997, nquires financi_ assurance
ngar_ng closun and pos_sun care. This assmance was mo_ ncent_ prov_e& on April 3, 2002, by _e City's Chief Financi_
Officer placing in _e Fnsh Kills Landfill operating ncord npnsem_ns in smis_ction of _e Local Government _nanci_ Test.

The Ci a has five inactive hazardous waste si_s not covend by the EPA rule. The Cia has recorded the _ng-term HaNlia
for _ese pos_losure care costs in _e governmenbw_e financial _ements.
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The fol_wing represents the Cia's t_fl land_l and h_dous.wasm sites l_li_ wh_h is _co_ed _ the go_mment-w_e
sm_mem of n_ _:

Amou_

_ _ousan_)

Land_l ............................................... $1_59_32"
H_dous w_ sites ....................... ............. 223_37

Total land_l and h_dous _a_e sit_ liabi_y .............. $1_82_9

* S_ Sep_mber 1I, 2001, the _x e_n of debris from the World Trade Cenm_s destruction _ Fre_ Kills _d not h_e a sign_cant
impa_ on the do_ cost _fimm_.

_ Inteffund ReceivaM_ and Payabl_

At June 3_ 2002 and 2001, primary govemmem and _retely presented component unit _ceNabM and payable bMances
wen _ _l_ws:

Go_mmen_l A_&_:

Due from/m mh_ _nds:

Recelv_ Fu_ PayableFu_ 2002 2_1
(in_ousan_)

Gener_ Fund: NYC Capit_ Projec_ Fund ................. $2,813,173(1) $_81_17_1)
Gener_ De_ Se_e Fund .................. 7_08 7_08
CUCF .................................. 15,805 19,838

_83_386 Z840_19

NYC Capit_ Projec_ Fund Gener_ Fund ............................. lf163fi5_l) 1,14_13_1)

Gener_ De_ Se_e Fund NYC Capital Proje_s Fund ................. 32,391 --

Tot_ due from/to other funds ................................................... _63_332 3_80,549

(1) N_ _ d_s within the same _ _.
No_: D_ _th fi_ _ 2_2 and 2_1, the _w _ _ C_ P_ _ _m_ the _ner_ _ _ _ndim_

made on i_ behflL
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Component Uni_:

Due _om/_ primary government and component units:

R_vabk Enti_ Payab_ Enfl_ 2002 2001

On _o_an_)

Primary govemment_Gener_ Fund: Component uni_: HDC .................... $ 238A88 $ 203,308
OTB ..................... 320 311
Water Board ............... 9,246 --

248_54 203,619

Primary govemment--NYC Ca_t_
Projec_ Fund Component unit--Water Authority ............ 253A56 205_56

Primary government--Priva_ Hou_ng
Loan Programs Primary govemment--HDC ................. 11_21 11,063

Tot_ due from component units ................................................. 513,131 420,138

Componem unit--Water Board Primary government---General Fund .......... 243 23A58

Tot_ due _ componem units ................................................... 243 23_58

Total due _om/to primary government
and compone_ u_ ........................................................ 513,374 443fi96

Tot_ primary government and
component units _ceNab_ and
payab_ b_ances ........................................................... $5,145 _06 $4A24,145

E. OTHER INFORMAT_N

1. Aud_ R_pon_bility

In fi_ ye_ 2002, _e separ_dy administered organizations inc_ded in _e financi_ _ements of _e Ci_ au_d by _u_
o_ _an De_iue & Touche LLP a_ _e Municipal Assistance Corporation _r _e Ci_ of New Yo_, New Yo_ Ci_ T_nMfion_
_nance Au_ofity, TSASC, Inc., New York Ci_ Educ_n_ Cons_u_ion Fund, Ci_ UnNersi_ Construction Fund, New York Ci_
School Construction Amhority, New Yo_ City He_ and Hos_t_s Co_oration, New Yo_ Ci_ Off-Track BeUing Corpor_n, Jay
S_eet Devdopment Co_orat_n, New Yo_ Ci_ Hous_g Devdopment Co_or_n, New Yo_ Ci_ _du_fi_ Devdopment Agenc_
New Yo_ Ci_ Econom_ DevOopment Co_oration, Bu_ness Rdcc_n As_nce Co_oration, B_oklyn Navy Ya_ Development
Co_orat_n, New Yo_ Ci_ Wa_r Bo_d and New Yo_ Ci_ Mu_cip_ Wa_r Hnance Au_ority, and De_ed Compens_n Plan
_r Em_oyees of _e Ci_ of New Yo_ and Rd_ed Agenc_s and _s_umem_.

The fol_wing d_crib_ _e propomon of cen_n key financi_ in_rmm_n that is au_d by _h_ audi_ in fiscal year 2002:

G_e_m_ Fund-based

G_e_m_t_ Compo_m Nonm_ _n _d O_

Acfi_fi_ U_ Go_m_tal Fun_ Em_ Benefit Trust Fun_

2_2 2_2 2_2 2_2

(_nent)
Total _sets ................. 6 80 99 4
Revenues / addi_ons

(deductions) and o_er
financing sources ........... 2 74 99 3
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_ fi_M _ 2_1, _e _p_mdy _m_d o_z_s _d_ in _e fi_i_ s_em_ _ _e Ci_ _d _ _m_
o_ _an KPMG LLE are the Mun_ip_ A_i_ance Coleman For The Ci_ of New _rk, _w _ Ci_ H_g Au_
New _rk Ci_ Econom_ Devdopmem __, _w _ Ci_ EducmionM Cons_ucfion Fund, New _rk Ci_ _d_M
Devdopmem Agenc_ N_ _ Ci_ O_k B_ng Co_, New _rk Ci_ School Con_cfion Au_ofi_ B_oMyn
_ _ __ Co_mion, Business Rd_ Assi_an_ Co_mio_ Ci_ U_ve_i_ Cons_ucfion Fund, De_ed
Compensmion _an, New _ _ _fi_M _e Au_ TSASC, Inc., and Jay S_e_ D_opmem Co_.

T_ _Ho_ _fi_s _e p_ _Mn _y fin_dM in_ _m is _d_d _ o_ _d_ in fi_M _ 2_1:

G_e_m_wMe __

G_e_m_ Com_m Nonm_ _m_n _d O_
Acfi_fi_ UM_ G_e_m_ _n_ _ _t _ _

2_1 _1 2_1 2_1

_1 _S_S ................. 5 37 95 4
Revenues / ad_t_ns

_educ_o_) _d o_
fin_ sou_ ........... 2 36 99 2

_ Su_ E_n_

Sub_que_ _ June 30, 2002, _e Ci_ T_, and TSASC commend _e _ !_ fi_i_:

_ Deb_ On Augu_ 1, 2002, _e Ci_ sold i_ Series A and B bonds of $1._5 billion and on Oc_b_ 29, 2002, _e Ci_
sold i_ Series C, D, and E bonds of $1.150 _H_n _r _n_ng pu_, _specfiv_

_ Deb_ On Ju_ 2, 2002, T_ issued its fiscal 2_3 Series A bonds of $1.239 _ll_n _r _n_ng pu_. On _ 11,
2002, T_ isled R_ove_ bonds, Series 1, of $480 _H_n _ _y _e_i_ _d _ cos_ incu_ed by _e Ci_ w_ch _l_ed
_ _e eve_s of Se_emb_ 11, 2_1; _so, the Ci_ had a _o_g of _eir 1999 A and B Conv_s_n bonds of $322.5 _ll_n
to conve_ v_ ra_ de_ to fixed r_e debt. On Augu_ 28, 2_2, T_ issued i_ fiscal 2003 Series B bonds of $750 mill_n
_r _nd_g pu_. On Se_emb_ 1_ 2_ T_ i_ued R_ove_ bonds, Series 2, of _ _H_n _ pay oper_ing and c_
costs _cu_ed by _e Ci_ wh_h r_ed _ the eve_s of Se_emb_ 11, 2001. On O_ober 1, 2002, T_ isled R_ove_ bonds,
Series 3, of $1_26 _H_n to t_e out T_s fiscal ye_ 2003 Series A R_ove_ no_s, which we_ used _ _nd _e $1 billion
Rccove_ no_ m_ufing on Oc_b_ 2, 2_2.

_ _ On Augu_ 15, 2_2, TSASC issued $5_ million in bonds _ finance v_ous mun_ capi_ pu_.

• O_er Em_oy_ Benefit _ Fund

D_d _m_n P_ _ __ _e _ _ _w _ a_ _ A_n_s
a_ _mema_ _

The Ci_ o_ its em_oye_ a de_d compens_n plan c_ed in accordance with In_ Revenue Code Section 457
(Sec_on 457). DCP _ av_b_ _ ce_n em_oye_ of The Cky of _w _ _d _l_ed agen_ _d _m_i_s. h _
• em _ de_r a potion of _r _ u_ _m_ ye_s. T_ _m_ _d is n_ av_e _ em_oye_ u_l _in_,
r_i_me_, d_, _ un_en eme_ency (as defined by _e I_em_ Revenue S_v_.

Section 457 _qu_es amoums m_n_d under a de_ed _m_ns_ plan by a s_ or _c_ govemme_ to be held in
_ _r _ account _ _i_ _n_a_) _r _e ex_usAe benefit of _an p_cip_ _d their _i_. C_e_
DCP is p_n_d _ an _her __ B_t _ Fund m _e Ci_% finan_ _eme_s.

Inv_tmen_ a_ managed by DCP's _e u_ one of seven _s_t _ or a com_n_n _eo_ The choices of
the _ve_me_ o_ons _ made by the p_ci_.
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i
The following is a summary of the increases and decreases of the fund for the caendar years ended December 31, 2001 and

2000:
2001 _ooo

(in_o_ands)

Fund asse_, December 31 ................................... $_343_82 $_27_632

Defe_as of compensation ................................... 456_88 423,004

Earnings and net decrease in investments' f_r v_ue ............... (257_30) (244405)
Paymen_ to eligible participants and beneficiaries ................ (113,885) (100,746)
Adm_isu_Ne expenses .................................... (5,449) (4,303)

Fund asse_, December 31 ................................... $_42L306 $_343_82

• Other Po_employment Benefi_

In accordance with c_e barg_ng _g_ement_ the Ci_ prov_es Other Po_em_oyment Benefi_ (OPEB) w_ch in_ude
basic medica and hos_tal_m_n (health care) benefi_ to eligible retirees and dependents _ no co_ to 95.2% of the part_ipants.
Bas_ heath care premium cos_ which are partially paid by the rem_ning participants vary acccrding m the _rms of thor dec_d
_ans. To qu_ify, retirees mu_: (i) have worked for the City with m _ast five years of c_di_d service as a member of an approved
pension sys_m (requirement does not apply if retirement is as a result of accidental disability); (ii) have been em_oyed by the
City or a City relined agency prior to r_irement; (iii) have worked regularly for at least twen_ hou_ a week prior to retirement;

and (iv) be receN_g a pension check from a retirement sys_m m_nt_ned by the City or another sys_m approved by the City.
The City's OPEB expense is recorded on a pay-as-you-go basi_ The Ci_ also provides rdmbursement to eligible City retirees
and their dependents for the Pa_ B Medicare premium. Retirees and their dependents must be enrolled in the Medicare Pa_ B
program in order to receive reimbu_ement. Each digible retiree and dependent receNes a reimbursement of $50 per month.

The amounts expended for health care benefi_ for fiscal yea_ 2002 and 2001 are as follows:

2002 2001
Active Retired Active Retired

Number of employees .............................. 347_37 187,145 347_97 183_20

Cost of heath care (in thousandS* .................... $1_28_06 $574,667 $1_67_ 18 $495,778

* The amounts reflected are based on average headcoun_.

In addition, the City sponso_ a supplementa (Superimposed M_or Medial) benefit plan for City manageria employees to
refund medic_ and hospital bills that are not reimbursed by the regular heath insurance carrie_.

The amoun_ expended for supp_ment_ benefits for fisc_ years 2002 and 2001 are as follows:

2002 2001
Active R_ired Active Retied

Number of clams ................................. 19,032 4,572 17,905 6,622

Cost of Superimposed M_or Med_ (in thousands)* ..... $ 2,407 $ 741 $ 2,156 $ 822

* Costs are based on _poaed clams and include a provision for estimmed clams incu_ed but not yet reposed.

5. Pension and Other Employee Benefit 'l'ru_ Funds

Pens_n Sy_ems

Plan Descr_tions

The City sponsors or part_ip_es in pension syuems pro_ng benefits to i_ employees. The pension sy_ems function in
accordance with e_g St_e statues and City laws. Each sys_m comNnes femures of a defined benefit pens_n _an with those
of a defined contribution pension plan. Contributions are made by _e em_oyers and the members.
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The m_ori_ of Ci_ em_oye_ are memb_s of one of He _llow_g five m_or acmari_ pension sys_ms:

1. New _ Ci_ Em_oy_s' Refi_ment Sys_m (NYCERSL a __, mu_em_oy_ publ_ em_oy_ _fi_mem
sysmm, _r em_oy_s _ He Ciff not covered by one of _e mh_ pennon sys_ms and em_oye_ of ce_n component
units of the Ci_ and ceR_n o_er govemmem uni_.

2. New _ _ff _' R_i_me_ _Qu_d P_sion PI_ _RS), a c__ mdti_e_m_oy_ pu_ic
employee mfimmem sys_m, _r _h_s in _e _N_ _ds _ He C_ _d Ch_ _s and cea_n other specified
school and college em_oye_.

3. N_ _ Ci_ B_ _ _ R_mem Sys_Qu_i_d Pelion H_ (BERS), a c__ mulfi_em_oy_
public employee _ti_mem sys_m, _r nonpedagog_ em_oyees of the Boa_ _ __ and Chager Schools and
ce_n em_oye_ of the School C_u_ Au_ori_

4. New _rk City Police Depa_mem, Subchap_r _o Pension Fund _O_C_, a _n_e_m_oy_ public employee
_fi_mem _s_m, _r _ll-fime u_rmed em_oye_ of He Police Depa_mem.

5. N_ _ Ci_ _ _p_m_L Su_r _o _nsion _nd (HR_, a _n_em_w_ pu_ em_oyee _fi_mem
sys_m, _r _ll_me uni_ em_oyees of He E_ Depa_mem.

The aOuafi_ pension sy_ems p_vide pension benefiB to _ti_d em_oye_ based on s_a_ and leng_ of service. In
addition, _e a_uafi_ pension sys_ms provide au_m_ C_fi_g A__ (COLA) benefits and other _p_em_
_nsion _fi_ _ _n _fi_ _d _fid_ _ He _em of _fi_ during em_oymem, p_ m_ _cd_ r_mem

MMwances based on s_s_ _ _Mn service mq_men_ _d o_er _o_fio_. T_ a_uafiM penfion sysmms also provide
demh benefits.

Su_e_ to ce_ain con_fion_ memb_s become _lly ves_d as to benefits upon He _m_ of 5 years of _ice. Except
_r NYCERS, p_manem, _llaime em_oy_s _e gen_M_ mqui_d m b_ome memb_s of He _mafiM pension sy_ems upon
em#oymem. P_m_em _lldime em_oy_s who _e d_bM _ panicipme in NYCERS _e _qui_d to _come memb_s wi_m
six momhs of their _em empMymem s_us but m_ el_t _ b_ome memb_s e_ie_ O_ em_oy_s who a_ di_e m
_c_me in NYCERS may b_ome memb_s at their option. Upon _r_n_ of empMymem be_ r_m_L cenMn
membe_ _e e_d m m_nds of Heir own comfibufio_ inching accum_med in_mst Mss any loans __.

P_n Mem_h_

At June 30, 2001 and 2000, the memb_ of the actuarial pension sy_ems con_ed off

NYCE_ T_ BE_ _CE _RE TO_L

R_im_ and beneficiaries mcdvMg benefi_ ......... 123,958 51,980 9,838 35,245 16,155 237,176
_in_d vesmd memb_s not y_ mceNing benefi_ . 2,980 3,598 172 327 15 7D92
A_Ne memb_s ............................... 174,199 95,381 2_651 38,827 I 1,333 3_,_1

_ plan membe_p .......................... 301,137 150,959 34,661 74,399 27,503 588,659

NYCE_ T_ BE_ • _CE FIRE T_L

R_ees and _i_ _c_ving b_e_s ......... 122,761 50_69 9_07 34_36 16,163 233,936
_in_d vcs_d memb_s not y_ _cov_g benefi_ . 6,034 4,883 717 161 17 11,812
Active memb_s ............................... 171_13 91,494 24,720 40_51 11,492 339,170

_tal plan memb_ .......................... 299,808 147,346 34,8_ 75,248 27,672 584,918

_n_ng _H_

The Ciff's _nding policy _r _fi_ em_ _mfib_s to He a_uari_ pension sys_ms is m con_bu_ percentages of
annulled cove_d pay_ll _m, _ge_ wi_ memb_ _n_b_s, will be _ffidem m _mdme _s_s m p_ _nefi_ when du_

Annum _n_b_ d_m_ed in accordance with stmu_ by the _s_ms' A_ _e gener_ _nded by the __
wi_in He appropri_e fisc_ ye_
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Member contributions are established by law and vary by Man. In genera, Tiers I and 1I member con_ibm_n r_es are dependent

upon De em_oyee's age _ membe_p and retiremem _an electiom _ genera, Ti_ III and Tier IV members make bas_ contribmions
of 3.0% of sMary regardless of age _ membersh_. Effective October 1, 2000, in accordance wi_ Chapmr 126 of the Laws of 2000,
• ese members, except for ce_n Trans_ Au_ofiff em_oyees _re not _qui_d _ m_ke comribm_ns after the 10th an_ve_ary
of their members_p d_e or compl_ion of mn years of credi_d service, whichever is caflie_ Effective Decembe_ 2000, certain
Transit Authoriff Tier IH and Tier IV members make basic contributions of 2_% of salary in accordance with Chapmr 10 of the
Laws of 2000 and the dection of the T_ansit Au_ofity. Ce_Mn members of NYCERS and BERS Mso m_ke ad_tionM mcmber
contribut_ns.

Annual Pens_n Cos_

The annum pension costs and the C_y's pension contr_m_ns for fiscal year 2002 were dmcrm_ed as part of _e June 30,
2001 acmari_ vMuations on De ba_s of cu_e_ acmariM assumptions and me_ods including De Frozen Initial Liability A_uari_
Cost Me_od.

The annual pension costs, for the five m_or acmariM pension sysmms, for _e fi_M yea_ ended June 30, 2002, 2001, and
2000 we_ as follows:

2_2 _01 2_0

(in _

NYCERS ............................................... $ 105.7 $ 100.0 $ 68.6
TRS .................................................... 607.8 572.0 181.8
BERS .................................................. 66.7 52.1 9.5
POLICE ................................................ 631.9 543.8 250.0
FIRE ................................................... 344.5 298.9 182.9

TotM annu_ pennon costs ......................... $1,756.6 _1,566.8 $692.8

For fiscal year 2002, the City's ac_al pension contributions for De five m_or a_uariM pennon sy_em_ made on a _utory
basis based on De acmariM v_um_ns performed as of June 30, 2001, _us o_er pension expendim_ we_ approximmdy $1_91.1
mill_n. These _mumry pens_n con_ibutions we_ _ss _an De annum pension cos_ compu_d in accordance wi_ Governme_M
Accoum_g Standards Board S_ment No. 27 (GASB27L

The annu_ pens_n costs, compu_d in accordance wi_ GASB27 and consi_em wi_ gener_ acceded actuariM principles,
a_ g_er than De acm_ _umry pension contributions primarily because (1) De Ciff is only one of the partidpm_g emp_ye_
in NYCERS, TRS, and BERS and (2) Chapter 125 of _e Laws of 2000 (Chap_r 125/00), which provides eligible retirees and
eligible benefidafies with automatic COLA benefits beaning Sep_mbe_ 2000, Mso provides for a phase-in schedule for
funding _e ad_tionM lh_fifies crewed by the benefits prov_ed by Chap_r 125/00.

SpecificMl_ De A_uary for De five m_or acmariM pension sys_ms, in cMculating the acmM _mumry contributions in each
of the fol_wing fiscM yea_, includes the following pe_enmge of the increase in acmafiM lia_lities a_fibumble to the Chap_r
125/00 COLA benefit:

Phil-In_em _ Year

20% 2001
40 2002
60 2003
80 2004

100 2005 and i_er

No_: Chap_r 278 of _e Laws of 2002 (Chap_r 278/02) revised this phase-in schedule for fiscal yea_ 2003 and later (see
Subsequent Even0.
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The City's actu_ statutory pension contributions for the fiscal years ended June 30, 2002, 2001, and 2000 were as follows:

2002 _1 _

_n m_fion_

NYCERS* .............................................. $ 50.6 $ 48.2 $ 35.6
TRS* ................................................... 500.8 4379 178.6
BERS* ................................................. 54.5 38.0 9.2
POLICE ................................................ 534.5 413.2 250.0
FIRE ................................................... 302.3 241.3 182.9
OTHER** ............................................... 48.4 38.3 39.1

Total actu_ contributions ......................... $1,491.1 $1,216.9 $695.4

* NYCERS, TRS, and BERS are cost-sharing, multi_em_oyer public employee r_emem sy_ems. The Ci_'s pension
contributions as a pe_entage of the total actual statuary contributions _culated on a smm_ry basis reflecting the phase-

in of l_Nfities _qui_d under Chap_r 125/00) for _1 em_oye_ pa_icipating in NYCERS, TRS, and BERS for fisc_ years
ended June 30, 2002, 2001, and 2000 were:

2002 2_1 _

NYCERS ..................................... 47.85% 48.18% 51.95%
TRS .......................................... 98.21 98A2 98.27 •
BERS ........................................ 96.44 96.81 96.93

In accordance wi_ GASB27, _e City's obl_ation for NYCERS, TRS, and BERS is fulfilled by paying i_ portion of the t_al
actu_ statutory contributions determined.

** Other pension expendim_s represent contributions m o_er a_uari_ and pay-as-you-go pension sys_ms for ce_ain
emp_yees, r_i_e_ and beneficiaries not covered by any of the five m_or acmafi_ pension sys_ms. The City also
contribu_s per diem amoun_ into cen_n un_n-admi_stered annui_ funds.

Net Pension Obligations

NYCERS, TRS, and BERS are cost-sharing, multi_em_oyer pu_ emNoyee reti_mem sys_ms and _e Ciff has no net
pension o_ations to these sys_ms.

POLICE and FIRE a_ fin_emNoyer pu_ em_o)ee _tirement sys_ms and _e City's net pension obl_ations for fisc_
year 2002 are as follows:

POLICE _RE TOTAL

(in _H_n_

(1) Annu_ Req_d Con_ibm_n ............................ $636.5 $346.2 $982.7

(2) ln_ on Net Pens_n O_ation ........................ 10.5 4.6 15.1
(3) A_ustmem m Annu_ Req_d Contribut_n ................ 15.1 6.3 21.4

(4) Annu_ Penfion Cost=(l)+(2)-(3) ......................... 631.9 344.5 976.4
(5) A_u_ Statutory Comfibution ............................ 534.5 302.3 836.8

(6) _c_ase in Net Pens_n O_ation=(4)_5) .................. 97.4 42.2 139.6
(7) N_ Pens_n O_igation Beaning of Year .................. 130.6 57.6 188.2

(8) N_ Pension O_ation End of Year=(6)+(7) ................ $228.0 $ 99.8 $327.8
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The _l_wing is _ye_ uend in_rm_on _r the Cia's _mari_ly-_nd_, sing_m_oy_ pe_n plans:

Y_r _n_on Of APC _m_n

En_ng Cmt _P_ _u_ O_aflon

_ _om)

PONCE ...................................... 6_0_2 $636.5 84% $228.0
6/30/01 543.8 76 130.6
6/30/00 250.0 100 0

_RE ......................................... 6_0/02 346.2 87 99.8
6/30/01 298.9 81 57.6
6/30/00 182.9 1130 0

Actuarial Assumptio_ and Me_ods

The more _g_fica_ _m_i_ _mptions and m_hods used in _e c_lations of em_oy_ contfibu_ons to the _m_i_
pension sys_ms _r _e fi_ ye_s ending June 30, 2002 and 2001 _e as _i_ws:

200_ 2_1

_m_n D_e _ 3_ 2001. _ 3_ 200_

Aa_M Coa Method(l) Frown _l Uab_ Frown _#_1 L_

Amortization Method _r _c_g dollar for FIRE(2 _ Le_l _c_g dollar for FIRE(2 L Le_l
Unfunded Actuarial Accrued dollar for UAAL attribumble _ dollar for UAAL _tributab& _ NYCERS
Uab_ (UAA_ NYCE_S and TRS 1999 Early _e_m_t and TR$1999 Early

_n_ (ERD and NYCERS 2000 ER_3). Re_me_ _n_ (ERD(3).

AH ou_mn_ng _mp_ _ UAAL A_ ou_mn_ng _mpon_ _ UAAL
a_ berg amo_d o_r c_d pe_o_, a_ berg amoa_ed _ closed periods.

Remaking Amo_ization _riod 9 _a_ _r FIRU2), 4 _a_ _r 1999 10 yea_ for FIRE(2) and 5 _a_
ERL and 5 _a_ _r 2000 ERL _r I_99 ERL

Actuarial A_ ½luation Modified _ year mov_g a_rage _ Modred _ year mo_n g a_rage _
MeAod Market ½1ue _ Mar_t ½1ue Ma_ ½1ue with Market ½1ue

Reaaa as _ 3_ 199_ R_ma as _ 3_ 199_

_stm_t Ra_ _ R_um &O%per annum( _ _ 0%per annum &O%per annum( _ (4.0% per annum
for ben_ payab& under Ae _riab& _r _nefi_ p_ab_ _r Ae _a_e
annuity programs _TRS and BERS). annui_ progmms _TRS and BERS).

PostoRe_m_t Mortali_ _b_s based on _cent experienc_ _bles based on _cent experienc_

Acti_ _e Withdrawal, _b&s based on _cent experie_ _b&s based on recent experience.
D_ D_a_ _e
Re_mem

Sa_ _c_ _ g_emL Me_t and Pmmo_on _ general, Me_t and Pmmotion
l_c_ plus _med Ge_ral Wa_ l_creases plus m_med Ge_ral Wa_
_c_ _ _0% per _a_4). _c_a_s _ _0% per _a#4).

Cost-of-_ving A_ustments 1.3% per annum(4). 1.3% per annum(4).

(1) Under _e Frozen _i_al _ab_ A_uahM Cost Me_o_ _e _ of _e a_ua_al p_nt _e _ proj_d _nefi_ _
_e membe_h_ _ _ _e _a_on da_ o_r _e sum _ _e a_ua_al _e _ _ p_s p_ _e _ UAA_ _ an_
_nd pres_t value of fu_ employ_ _ributio_ _ allo_d cn a _vel bas_ o_r _e _ _ _mem_ _ho a_
cn _e p_mH _ _ _e _ation da_ The _l _a_ _s _ eaa_d _ _e Ent_ Age A_rial Co_ Method
but wi_ _e UAAL not _ss than $_ A_ua_al ga_s and _ a_ reflec_d _ the employer normal co_but_n mt_

_) _ _unction w_h Chap_r 85 _ _e Laws _2000 (Chapter 85/0_, _e_ _ an amo_Hon me_o_ Howe_c _e _al
UAAL _NYCER_ TR_ BER_ and POLICE _ual $0 and no amo_m_on _erio_ a_ r_qM_

(3) Laws __d UAAL _r Early Re_mem _ce_e Progmms _ _ amo_d _n a _I dollar bas_ o_r pe_o_ _ 5
yea_

(4) D_doped a_um_g a _ng-_rm Co_umer Price Inflat_n assumption _5% per _ar
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Pumuant _ Section 96 of the New York City Chaae_ a study of the a_uariM assumptions used _ vMue lmb_ities of the five

ac_ariMIy-funded New York Ci_ R_irement Sys_ms (NYCRS) is conducted by an independent ac_ariM firm every two yea_.
The most recent such study was commend in Oc_be_ 1999 and, based upon the resul_ and recommend_ions of th_ _ud_ the
Actuary for NYCRS proposed changes in ac_ariM assumptions and m_hods to be used for fiscal yea_ beaning on and afier
July l, 1999 (i.e., fiscM year 2000). Whe_ _quired, the Boards of Trustees of NYCRS adop_d those changes to the ac_ariM
assumptions and m_hods thin requi_d Board approval and the New York State LegisI_u_ and Governor enac_d Chapter 85/00
_o prov_e for those changes to the ac_ariM assumptions and m_hods _ _qui_d _ation, induing the _vestment _a_ of
_turn assumption of 8_% per annum.

The AcmariM Asset Valuation Method (AAVM) was changed as of June 30, 1999 to mfle_ a markm basis for investmen_

held by the Plan and was made as one component of an overall revision of acmariM assumptions and m_hods as of June 30, !999.

Under this AAVM, the A_uariM Asset Value (AAV) was reset to Mark_ Value (i.e., Market VMue Re,art as of June 3_ 1999).

Paler to June 30, 1999, this AAVM _cognized expec_d investment re_rns imme_mdy and phased in inve_ment returns gremer
or less than expec_d, (i.e., Unexpec_d Investment Returns (UIR) over five yea_ _ a r_e of 10%, 15%, 20%, 25%, and 30% per
year or at a cumulative ra_ of 10%, 25%, 45%, 70%, and 100% over five yea_).

Under the AAVM, any UIR for fiscM year 2000 or l_er will be phased into the AAV be_nning the following June 30 m a
r_e of 10%, 15%, 20%, 25%, and 30% per year (or m a cum_ative r_e of 10%, 25%, 45%, 70%, and 100% over five yea_).

Chapter 85/00 reestaNished a UAAL and dim_med BMance She_ LiaNli_ (BSL) for acmariM purposes as of June 30, 1999.
The sched_e of payment toward the reestablished UAAL provides that the UAAL, if an_ be amoaized over a period of I l years
be_nmng fiscal year 2000, where each annum payment a_er the fimt equals 103% of its prece_ng annum payment.

Chapter 70 of the Laws of 1999 e_a_hed a UAAL as of June 30, 2000 for an Early R_irement Incentive Program to be
amo_ized on a level basis over a period of 5 yearn be_nning in fiscM year 2001.

Chapter 86 of the Laws of 2000 esmN_hes a UAAL as of June 30, 2001 for an Early Retirement IncentNe Program to be
amoH_ed on a level basis over a period of 5 yea_ beaning in fiscM year 2002.

Subsequent Even_

Chap_r 278/02 _quires the Ac_ary to revise the method_ogy _nd timing for determining the _cmal smm_ry con_ibufions

on account of the ad_fionM Ha_Ht_s cremed by the benefi_ provided under Chapter 125/00 by ex_nd_g the phase-in period
for funding these l_Niities _om five to _n yearn.

Chap_r 278/02 pro_des the, for the June 30, 2000 acmariM vMuation, the Actuary is required to _cognize, on a theoreficM
basis, o_y 10% of the ad_fionM l_Hties cremed by the benefi_ provided under Chapter 125/00 for determining fiscM year 2001
emp_yer contributions.

For each of the ne_ eight June 30 actuariM vMuations 0.e., June 30, 2001 to June 3_ 2008), the Ac_ary _ _q_md _ _cog_ze
progremNdy increasing [e_entages (i.e., 20% _ 90%) of the _dditionM A_uariM Present Va_e of Benefi_ (APVB) _ibutaNe
to Chap_r 125/00 for determining the fiscal year 2002 to fiscal year 2009 em_oyer contributions.

For the June 30, 2009 and l_er acmariM vMuation_ the Ac_ary is required to recognize the full amount of the ad_tionM
APVB attribumNe to Chapter 125/00 for d_ermi_ng fiscal year 2010 and liner em_oyer contributions.

The impact of the _n year phas_in of Cha_er 278/02 is _ pos_one funding of the ad_tionM lia_lifies mtribum_e _ Chapter
125_00 _sult_g in gre_er em_oyer contributions in l_er yearn.

Because the fiscM years 2001 and 2002 accounting periods are c_sed and Chapter 278/02 has a r_roacfive effect, the in_res_
a_usted _fference b_ween em_oyer contribm_ns actually p_d for fiscM years 2001 and 2002 under cu_ent law and the amounts

that would be payable under the _n-year phas_ schedule for such fiscal years is to be deduced _om the otherwise required
em_oyer contributions for fiscM year 2003.

B-78



NOTES TO FINANCIAL STATEMENTS, Continued

P_ ena_g State _flation, ce_n retires of POLIC_ FIR_ and NYCERS _e d_i_e _ _Ne _hedu_d _pp_mem_
benefi_ from cen_n V_ia_e Sup_emen_ Funds (VSF_.

Under cu_ent la_ VSFs _e not to be co_tmed _ consti_ting pension _ _ti_mem sys_m _nds. hs_a& _ey _ov_e

scheduled sup_emental paymems, other than pennon _ _fi_mem sys_m _wances, in accordance wi_ ap_a_e _u_
_ovisio_. While a po_on of the_ payments _e gu_an_ed by _e City, _e Le_fl_u_ h_ _ed _ i_eff and _e Slate of
New Yo_, _e rig_ and pow_ m amend, mo_fy, _ _pe_ _e VSFs and _e paymems _ey p_v_e.

The New Yo_ Ci_ Police Departmem m_m_ns _e P_ice O_ce_' Varia_e Supplements Fund (POVS_ and _e Poise :
Supefi_ Offices' Variable Sup_emen_ Fund _SOVS_. These _nds oper_e p_am _ _e p_vifio_ of _fle 13, Cha_ 2
of _e Adm_is_ative Code of The Ci_ of New York.

I. POVSF _ov_ sup_ememM _enefi_ _ _ti_ who _ti_ _r _e (wi_ 20 or mo_ ye_s) _ poli_ o_ce_ of
• e New Yo_ Ci_ Police Department, Subchapter _ne _ Su_hapter Two Pension Fund and who retied on _ _ter Oc_ber
l, 1968.

2. PSOVSF p_v_ _pp_mental benefi_ _ _ti_ who _ti_ _r _e (wi_ 20 _ mo_ ye_ h_ng _e _nk of
_rgeant _ higher, or de_ctiv_ of _e New Yo_ Ci_ Pd_e Depa_men_ Subchapter One _ Subchapter Two, Penfion
Fund and who retired on or _ter O_ober l, 1968.

The New Yo_ Ci_ _ Department m_m_ _e H_fig_ers' V_iable Supplemen_ Fund (FFVS_ and _e Hm O_ce_'

V_iable Supplements Fund (FOVS_. These _nds op_a_ pu_uam _ _e _ofis_ of _fle 13, Cha_ 3 of _e Admi_tive
Code of The Ci_ of New York.

3. FFVSF provides supplemem_ be_efi_ _ retirees who reti_ for _ice (wi_ 20 _ mo_ ye_s) _ fi_fighters _r w_
of the New York Ci_ H_ Department, Subchap_r One or Subchapter Two Pennon Fund and who _fimd on or a_er
Oc_b_ l, 1968.

4. FOVSF provides _pp_mental benefi_ to retirees who retire _r _e (wi_ 20 or more ye_s) holding _e rank of
l_u_nam or _gher and _l _l_s and m_ine en_neers O_rrne_ of _e New Yo_ Ci_ H_ Department, Subchapt_
One or Subchap_r Two Pension Fund and who retied on or a_er October l, 1968.

The New York Ci_ Em_oye_' Reti_mem Sys_m m_ntains the Transit Police O_ce_' Varia_e Sup_emems Fund
(TPOVS_, the Tran_t Police Superi_ O_ce_' V_iable Supplements Fund (TPSOVS_, _e Hou_ng Police Office_' Variable
Supplements Fund (HPOVS_, the Houfing Poise Superior O_cers' Variable Supp_men_ Fund (HPSOVS_ and _e Co_ection
O_ce_' V_iable Sup_emems Fund (COVS_. These _nds opine pu_uant to _e _ofi_o_ of _fle 13, Chapter 1 of _e
Adm_is_afive Code of The Ci_ of New York.

5. TPOVSF provid_ sup_emem_ benefi_ _ reti_ who _ti_ _r _e (wi_ 20 _ mo_ ye_ _ Transit Pd_e O_
on _ a_ Ju_ l, 1987. This _an p_v_ _r a schedule of defined _pp_mem_ benefi_ _ became gu_anteed by
• e Ci_ as a consequence of c_culations performed by the A_uary during Novembeh 1993. Wi_ the passage of
Cha_ 255 of _e Laws of 2000, NYCERS will be _q_d to _ans_r asse_ to _e TPOVSF whenever _e asse_ of
TPOVSF _e not _ent _ pay benefit.

6. TPSOVSF provides supplemental benefi_ _ _s who _fi_ _r _e (wi_ 20 _ mo_ years) _ Transit Pd_e Suped_
O_ cn _ _ter July l, 1987. Th_ _an p_v_ for a _hedule of defined _pp_mental benefi_ _at, eff_tive c_end_
ye_ 2001, as a _sult of the en_tment of Cha_ 255 of _e Laws of 2000, became gu_an_ed by _e City. In ad_fion,
wi_ _e p_ge of Chapter 255 _ _e Laws _ 2000, NYCERS will be requked _ transfer _ _ _e TPSOVSF whenever
the _se_ of TPSOVSF _e not _ffic_m to pay benefit.

7. HPOVSF p_d_ _pp_mem_ benefi_ to retires who retire _r service (wi_ 20 or more ye_s) as Houfing Police
O_ce_ on or a_er July l, 1987. This plan p_v_ _r a schedule of defined supp_ment_ benefi_ th_ became
gu_an_ed by _e Ci_ as a consequence of Cha_ 719 of the Laws of 1994. Wi_ _e p_ge of Cha_ 255 of _e
Laws _ 2000, NYCERS wi_ be requ_ed _ _ansfer _ _ _e HPOVSF when_ _e _se_ _ HPOVSF are not _c_m
_ pay benefit.
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8. HPSOVSF provides supplemental benefi_ to retirees who retire for service (with 20 or more years) as Housing Police
Superior Office_ on or a_er July 1, 1987. This plan provides for a schedule of defined suppiementM benefi_ that, effective
ca_ndar year 2001, as a result of the enactment of Chapter 255 of the Laws of 2000, became guaranteed by the City. In
add_ion, with the passage of Chapter 255 of the Laws of 2000, NYCERS will be required Io _ansfer assets to the HPSOVSF
whenever the assets of HPSOVSF are not suffic_nt to pay benefits.

9. COVSF provides supp_mentM benefi_ to retirees who retire for serv_e (with 20 or 25 years of serv_ depending upon
the plan) as members of the Uniformed Correction Force on or after July 1, 1999. Howeveh prior to cMendar year 2019,
when this plan provides for a guaranteed schedu_ of defined supplemental benefits, totM supp_mental benefits pMd are
limited to the assets of the fund.

Funding Po_cy and Cont_bu_ons

The Administrative Code of The City of New York provides that POLICE, FIRE, and NYCERS pay to their respective VSFs
amounts equM to ce_n excess earnings on equity inve_ments, generMly limi_d to the unfunded accumulated benefit obligation
for each VSE The excess earnings are defined as the amount by which earnings on equity investments exceed what the earnings

would have been had such funds been inves_d at a yield comparab_ to thin av_lable from fixed income securifie_ less any cumulative
deficiencies.

For fiscal years 2002 and 2001, no excess earnings on equity investmen_ are e_imated to be _ansferable to the VSFs.

Benefit Enhancemen_

During the Spring, 2000 _ession, the New York Stme Legislature approved and the Governor signed laws wh_h provide a COLA
for retirees (Chapter 125 of the Laws of 2000L addifion_ serv_e credi_ for ce_n Tier I and Tier H members, and reduced member

contributions for ce_n Tier HI and Tier IV members (Chapter 126 of the Laws of 2000) and severM other changes in benefi_ for
various groups. These benefit enhancemen_ are reflected in the actuari_ vMuations as of June 30, 2000 and June 30, 2001.

Required Supplementary Information (Unaudited)

O) (2) (3) (4) (5) (6)
A_ua_

A_ua_ A_ Un_nded UAAL _ a
VaCation Va_e _ _a_fi_ AAL Funded C¢vered Pe_e_a_ _

Da_ Asse_ (AAV) _A_* (UAA_(C) gafo Pay_ll Co_d Pay_ll
(A) (A) & _) (2) - (1) (1) + (2) _) + (_

(in mi_om)

NYCERS 6/30/01 $43,015.4 $43,087.6 $ 72.2 99.8% $8,515.3 .8%
6/30/00 42,393.6 42,418.7 25.1 99.9 7,871.0 0.3
6/30/99 40,936.0 40,936.0 0.0 100.0 7fi93.2 0.0

TRS 6/30/01 35,410.2 35,414.5 4.3 100.0 5,015.4 0.1
6/30/00 36,142.4 36,147.5 5.1 100.0 4,721.5 0.1
6/30/99 34,62_ 1 34,626.1 0.0 100.0 4,217.6 0.0

BERS 6/30/01 1,781.7 1,781.7 0.0 100.0 694.2 0.0
6/30/00 1,749.4 1,749.4 0.0 100.0 666.0 0.0
6/30/99 ! ,705.4 1,705.4 0.0 100.0 592.2 0.0

POLICE 6/30/01 18,141.7 18,141.7 0.0 100.0 .2,500.1 0.0
6/30/00 17,601.9 17,601.9 0.0 100.0 2,465.7 0.0
6/30/99 16,877.8 16,877.8 0.0 100.0 2,332.0 0.0

FIRE 6/30/01 6,525.7 6,660.7 135.0 98.0 799.2 16.9
6/30/00 6,388.1 6,530.6 142.5 97.8 741.5 19.2
6/30/99 6,179.8 6,328.7 148.9 97.6 729.7 20.4

* Frozen ln_i_ Liability
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(A) Revised economic and noneconom_ assumptions due to experience _v_w as of June 30, 1999. The A_uari_ Asset
VaCation M_hod (AAVM) was changed as of June 30, 1999 to reflect a mark_ basis for investmen_ held by the Plan and
was made as one component of an over_l re_fion of a_uari_ assum_ns and meMods as of June 30, 1999.

Under the AAVM, any UIR for fisc_ year 2000 or l_er will be phased into the AAV beaning the following June 30 at a
ra_ of 10%, 15%, 20%, 25%, and 30% per year (or at a cum_ative rme of 10%, 25%, 45%, 70%, and 100% over five yea_).

(B) To effective_ assess the fun_ng progress of a Plan, _ _ necessary _ocompare Me AAV and the AAL c_c_ed _ a manner
consi_ent wiM Me Plan's fun_ng meMod over a period of fim_ The AAL is Me poaion of Me _c_ari_ p_sem v_ue of pens_n

plan benefi_ and expenses which is not prov_ed for by fu_re em_oyer norm_ costs and fu_re member contfibm_ns.

(C) The UAAL is the excess of Me AAL over the AAV. This is the same as unfunded _ozen ac_ari_ accrued liaNli_ wh_h is
not a_us_d _om one ac_ari_ v_uation to the next to reflect ac_ari_ g_ns and losses.

_ World Trade Center Attack

On Sep_mber l 1, 2001, two hOacked passenger jetl_ers flew in_ Me World Trade Cen_ resulting in a sub_anfi_ loss of
li_, de,ruction of Me World Trade Cen_ and damage m other b_ldings in Me v_i_ty. Tra_ng on Me m_or New York stock
exchanges was suspended until Sep_mber 17. 2001, and bus_ess _ Me finand_ _ri_ was in_rrupted. Recovery, clean up, and
rep_r effo_s will result in sub_anfi_ expense,s. The Feder_ governmem has committed over $21 _ll_n for _sas_r assi_ance
in New York, _u_ng _sa_er recovery and _l_ed acti_tie_ increased security, and recons_uction of in_astructure and public
fadlities. T_s amount includes appro_m_dy $15.5 billion of appropri_ns for costs such as cleanup, economic devdopment,
job training, _ans_ improvements, road recons_ucfion, and gran_ _ _den_ and businesses in _wer Manhattan. It also includes
appro_m_dy $5.5 billion for econom_ _imulus programs _cted primari_ _ bufine_es _c_ed in the Libe_y Zone, Me area
su_oun_ng Me World Trade Center si_. These programs include expan_ng tax credds, inc_as_g dep_om_n deduction_
auMofi_ng the issuance of _x-exempt priv_e a_Ni_ bonds, and expan_ng auMori_ to advance refund some bonds issued to
finance _dlities in Me City. The Ci_ is seeking m be reimbursed by Me Feder_ government for _l of i_ direct cos_ for _sponse
and _me_afion of the World Trade Cen_r si_. These costs are now expec_d to be sub_anti_ bOow pre_ous estimmes. The

Ci_ _so expec_ to receive Feder_ funds for cos_ of econom_ _vital_ation and o_er needs, not directly payable Mrough the
Ci_ budget, rel_g to the September I l aaack. In addition, Me St_e authorized TFA to have outstan_ng $23 billion of bonds
(Recovery Bond_ and no_s (Recovery Notes) _ pay co_s (Recovery Co_Q mimed to or arising _om the Sep_mber 11 auack.

It is not possible to quantify _ p_sent with any celerity the long-_rm impa_ of Me Se_ember 11 _tack on Me Ci_ and
i_ econom_ any econom_ benefi_ wh_h may _suk _om _cove_ and _build_g activ_es, and Me amoum of add_on_ _sou_es
_om Federal, State, City and other sources w_ch will be required.
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APPENDIX C

SIDLEY AUSTIN BROWN & WOOD LLP

BEIJ1NG 787 SEVENTH AVENUE LOS ANGELES

BRUSSELS NEW YORK, NEW YORK 10019 NEW YORK
TELEPHONE212 839 5300

CHICAGO FAC_M_E 212 839 5599 SANFRANC_CO

DALLAS www.sidley.com SHANGHAI

GENEVA FOUNDED 1866 SINGAPORE

HONG KONG TOKYO

LONDON WASH_GTON, D.C.

O_ober 16, 2003

HONORABLE WILLIAM C. THOMPSON, JR
COMPTROLLER

The City of New York
Municipal Budding
New York, New York 10007

Dear Comptrol_r Thompson:

We have acted as counsel to The City of New York (the "City"), a munidpfl corporation of the State

of New York (the "State"), in Rs _suance of $250,000,000 Generfl Obl_ation Tax Anticipation Note_
Fiscal 2004 Series A and $1,250_00,000 Gener_ O_ation Revenue Anfi_pation Notes, Fiscal 2004

Series A (the "Notes").

The Notes are issued pursuant to the prov_ions of the Con_Rufion of the State, the Local Finance
Law of the State, and the Cha_er of the City, and in accordance with a certificate of the Deputy

Comptro_er for Public Finance and reh_d proceedings (the "Certificate").

Based on our exam_ation of existing law, such legal proceedings and such other documents as we

deem necessary to render this opinion, we are of the opinion that:

1. The Notes have been du_ authorized, executed and _sued in accordance with the
Con_Rution and statutes of the State and the Cha_er of the City and con_Rute valid and legally

binding obl_ations of the City for the payment of which the City has v_id_ p_dged its faith and
credit, and fli real propeay wRhin the City subje_ to taxation by the City _ subje_ to the levy by
the CRy of ad v_orem taxes, without limit as to rate or amount, for payment of the pfindp_ of and
interest on the Notes.

2. Interest on the Notes is exempt from pe_onfl _come taxes imposed by the State or any
polR_ subdivifion thereoL including the Cit_

3. Except as provided in the following sentence, interest on the Notes _ not indudab_ in the

gross income of the owne_ of the Notes for purposes of Federfl income taxation under efi_g law.
Interest on the Notes will be indudab_ in the gross income of the owne_ thereof retroactive to the
date of issue of the Notes in the event of a fai_re by the City to comply with the appl_able

req_remen_ of the InternM Revenue Code of 1986, as amended _he "Code"), and the covenants
regarding use, expenditure and _ve_ment of note proceeds and the timdy payment of certain
inve_ment earnings to the UnRed Sta_s Treasur_ and we render no opinion as to the exclusion from
gro_ income of interest on the Notes for Federfl income tax purposes on or a_er the date on wh_h
any action is taken under the Ceaificate upon the approv_ of counsel other than ourselves.



4. Interest on the Notes _ not a specific preference item for purposes of the Federal individual
or corporate _ternafive minimum tax. The Code contains other provifions that could result in tax
consequence_ upon which we render no opinion, as a resu_ of owne_hip of such Notes or the
inclusion in cen_n computations 0nduding wRhout fimRation those related to the corporate
_ternatNe minimum tax) of interest that is excluded _om gross income.

The righ_ of the owne_ of the Notes and the enforceability thereof may be subject to bankruptcy,
insolvenc_ reorgan_afion, moratorium and other fimihr laws affecting creddo_' figh_ heretofore or
hereafter ena_ed, to the extent constitution_ appl_ab_, and the enforcement of rdated con_actual

and _atutory covenan_ of the City and the State may also be subject to the exer_se of the State_ police
powers and of judidal d_cretion in appropriate cases.

The opinions expressed herein are based on an analysis of existing laws, regulation_ rufings and cou_
de_sion_ Such opinions may be adve_e_ affected by actions taken or even_ occurring, including a
change in law, regulation or ruling (or in the appl_afion or offi_al interpretation of any law, regulation
or ruling) a_er the date hereoL We have not unde_aken to determin_ or to inform any pe_on, whether
such actions are taken or such even_ occur and we have no obfigation to update th_ opinion in light of
such actions or events.

Very truly yours,


