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INTRODUCTORY STATEMENT

The purpo_ of _is Offi_M StatemenL Mdu_ng _e ANNEXES he.to, is to _t _ah cea_n in_rmation
penM_ng m _e New Yo_ Ci_ Mu_c_M Wmer Hrance Amhori_ (_e "Amhority"L a pu_ic benefit
co_oration duly c_med and exi_ing under the New York Ci_ Mu_pM Wmer Enance Au_ofi_ Act, as
amended (_e "Ao"); _e New York Ci_ Wmer Boa_ (the "Board"L a public benefit corporation c_med and
exi_ing und_ Cha_ 515 of _e Laws of 1984, bo_ of wh_h hws we_ enacted by _e Levflmu_ of _e State
of New York (_e "State") _e Amhofi_'s $41_45._ C_ssov_ Re_ding Bo_d_ 20C2 D Issue (the "2002
D Rehnding Bonds"); its $213.85_000 C_over Rehnd_g Bond_ 2002 E Issue (_e "2002 E Re_ndMg
Bonds"_ $105,635,000 Crossover Refunding Bond_ 2002 F hsue (_e "2002 F Reining Bondf' and tog_her
with the 2002 D Reining Bonds and _e 2002 E Rehn_ng Bond_ _e "Reining Bonds"); and its
$41.7_5,000 W_er and Sewer Sy_em Revenue Bond_ _M 2002 Series D (_e "HmM 2002 D Bonds");
$213,850,000 Wm_ and Sew_ Sy_em Revenue Bond_ Hscal 2002 Series E Ohe "H_M 2002 E Bonds") and
$105,635.000 Wmer and Sewer Sy_em Revenue Bond_ Escal 2002 Series F (_e "E_M 2002 F Bonds" and
_g_h_ with the _scM 2002 D Bonds and the Hsc_ 2002 E Bond_ the "HmM 2002 D, E and F Bonds")
expecmd to be issued on June 15, 2004, June 15, 2006 and June 15, 2007, _spectively. _ herinafter de.tibet.
Ca#tMized _rms used in this OfficiM Stmemem and n_ defined he_in shall have _e mea_ngs _cribed the_m
in "ANNEX E--APPENDIX C---GLOSSARY AND SUMMARY OF CERTAIN DOCUMENT_"

The 2002 D Refund_g Bonds will be i_ued by the Au_ofi_ pu_uant to i_ Cro_over Refunding Bond
Res_ufiom adored on Augu_ 23, 2001 (_e "2002 D Cro_over Resdm_n"L The 2002 E Refun_ng Bonds
will be i_ued by the Authofi_ pu_uant to i_ Cro_over Refun_ng Bond ResMufiom 2002 E _sue, adopted on
Augum 23, 2001 (_e "2002 E Crossover Resolution"L The 2002 F Refunding Bonds will be issued by the
Au_ofi_ pu_uam to its Crossover Refunding Bond Res_ution, 2002 F l_ue, ,do_ed on Augu_ 23, 2001 (the
"2002 F Cro_over Resolution" and toge_er with _e 2002 D Cro_ovcr ResMm_n and the 2002 E Crossover
Resolution. the "'Cro_over ResdmMn_'L The Bank of New York. New York. New York, will _erve as tru_ee

under each of the Cro_over Resolutions (in such capaci_, _e "Trusme") and will cominue to serve as Tru_ee
under such Cro_over Res_utions unless a successor is appointed in accordance _e_whk The 2002 D
Refun_ng Bonds a_ speciM oMigations of the Au_ori W payaMe solely from and secu_d by a pledge of the
Authori_ to the Tru_ee made in _e 2002 D Crossover Resolution of (i) _e moneys and invemmen_ and
earnings on such Mvestmems hem by the Trus_e under the 2002 D Cro_over Res_ut_n and (ii) the moneys or
securities on deport in _e Subordinmed IndeMedness Fund held under _e Reso_fion _s defined bdow). The
2002 E Refun_ng Bonds are spe_al oM_mions of _c Au_ori_ payable sMely from and secured by a pledge
of the Authority to _e Trumee made in the 2002 E Cro_over ResMm_n of (i) the moneys and _vestmems and
earnings on such inveamen_ held by the Truflee under _e 2002 E Crossover ResMution and (ii) _e moneys or
securitMs on deposh in the Subordinamd Indebtedness Fund held under the Reso_tMn. The 2002 F Refunding
Bonds are speciM oM_mions of the Amhodty payable solely _om and secu_d by a pledge of the Amho6_ to
• e Tru_ee made in the 2002 F Crossover ResMm_n of (i) the moneys and inve_men_ and eam_gs on such
mve_tmen_ h_d by _e Trustee under the 2002 F Cro_over Resolut_n and (ii) the moneys or secuft_s on
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depofit in Me Subord_a_d lnde_edness Fund had under Me Resdm_m The _edges of moneys or securities
on deposit in the Subordin_e Indeb_dness Fund are su_ect and subord_e to Me _edges thereof com_ned _
(I) the Authority's Resolution and Second Res_ution (as defined bebwL (2) _1 of Me Amhori_'s Comme_i_
Paper N_e Resolutions (Series One through Series _ve), (3) the Amhori_'s Crossover Refun_ng Bond
Res_m_ 2001 E l_ue. adopted April 27, 2001, and _) any other _solm_n of Me Authori_ pursuam to wh_h
the Authori_ may authorize and issue bonds or notes secu_d by a p_dge of Me moneys and .securities on deposit
in the Subordin_ed Indeb_dne_ Fund, if such restrain expre_ prov_es th_ the Oedge thereof is prior to
• e _edges of the Crossover Res_utions. The Oedge of the money or securit_s on deposR in the Subordinmed
_de_edne_ Fund securing the Refun_ng Bonds sh_l be of equ_. priofi_ and rank with the Oedge of the
moneys or securities on depofit in the Subordin_ed Inde_edness Fund e_ablished by (!) Me Au_ori_
Crossover Rehn_ng Bond Res_utiog 2002 B I_u_ adored Augu_ 3, 2001, (2) the Au_ori_'s Cro_over
Refun_ng Bond Resolution, 2002 C Issue, adored on Augu_ 3, 2001 and (3) any other resdm_n of the
Au_ority pu_uant to which the Authori_ may authorize and issue bonds or notes secured by a p_dge of the
moneys and securities on deposR _ the Subord_ed lndeb_dness Fund, ff such restrain exp_s_y prov_es
th_ _e _edge _e_of is on pari_ with the _edge of the Cro_over Resolm_ns. The 2002 D Refun_ng Bonds
are su_e_ to mandatory _nder on June 15, 2004 (the "2002 D Tender D_e"L the 2002 E Refun_ng Bonds
are su_e_ to mand_ory _nder on June 15, 2006 (Me "2002 E Tender D_F') and Me 2002 F Refunding Bonds
are su_e_ to mand_ory _nder on June 15, 2007 _he "2002 F Tender Da_" and together with the 2002 D
Tender Da_ and the 2002 E Tender Dine, the "Tender Dates").

If on the 2002 D Tender D_e the Authori_ can satisfy the conditions p_cedent to the issuance of the Fisc_
2002 D Bond_ the Fisc_ 2002 D Bonds will be issued and exchanged for the 2002 D Refun_ng Bondg If on

Me 2002 E Tender Da_ _ Au_ori_ can s_isfy the conditions precedent to the issuance of Me Fisc_
2002 E BondL Me Fise_ 2002 E Bonds will be issued and exchanged for the 2002 E Refunding Bonds. If on

the 2002 F Tender D_e th_ _uthority can s_isfy the condRions to the issuance of the Fiscal 2002 F Bond_ the
Fisc_ 2002 F Bonds will be issued and exchanged for _e 2002 F Refun_ng Bonds. The Fisc_ 2002 D, E and F
Bond_ when and if issued on _r respective Tender Dines, will be issued under Me Authori_'s Wmer and

Sewer Sygem Gener_ Res_ution, adored Novemb_ 14, 1985, as amended (the "Res_ut_n") and will be
speci_ o_ions of the Authori_, paya_e solely from and secured by a _edge of Me Revenue_ _1 moneys or
securit_s in any of the funds and accounts es_ished under Me Res_ution, _u_ng the Debt Serv_e Reserve
Fund. and _1 other moneys and securities to be recover, held or set aside pu_uant to the Res_m_ su_e_
on_ to pro_fions of _e Res_mion and _c Agreement (as defined b_ow) rel_ing to the use and ap_mion
thereoL

Pu_uant to a _se agreemem (the "Lease") between the Board and The City of New York Ohe "City"L
dated as of Ju_ 1, 1985, as amende& the Board has leased from the Ci_ its t_l_es for the c_cfio_
_ansmission and d_tribut_n of wmer (the "Wmer System") and its fadlities for the c_leo_ tre_ment and
disposal of sewage (_e '_ewer Sy_em") _o_d_ the "Sy_em"_ As requked by the A_ and _he Lease.
the Sygem is operated and m_ntained by the Department of En_ronmem_ Pro_ion of the Ci_ ("DEP"_
The Board has also entered in_ a financing agreemenk da_d as of Iu_ !, 1985, as amended (the "Agreemem"g
wi_ the Au_ofi_ and the CRy for the financing of capRal improvemems to the Sys_m through the _suance of
bonds, notes and other obligations (the "Bonds") under the Resolution or subordinme o_ions of the

Au_ori_ under iB Wmer and Sewer Sygem Second Gener_ Revenue Bond Resolution adored March 30. 1994.
as amended 0he "Second Res_utio_'). PuBuant to Me Lease and _e Agreement, the Board hgs agreed to cause

rates. _es and charges to be c_c_&

The Board has covenan_d in the Agreement _ m_nt_n _a_s, fees and charges _ sul_em levels _o
produce in each twelve mon_ period be_nning on Ju_ 1 (a "Fisc_ Year") an amount equal to 115% of the
Aggregme De_ Service and Proje_ed Debt Service on the Bonds issued under the Res_n _xduding
Refundable Principal In_lments for the payment of which funds are held in trust) to become due in such Fiscal
Year on Bonds, plus 100% of the operation and mfin_nance expenses of the Sy_em ceRified by the City and of
Req_red Deposits (wh_h includes the debt serv_e on the Second Res_ion Bonds and other subordin_e debt)
to the ex_nt _q_d to be p_d from Revenueg The Ag_emem _quires a repo_ of the R_e Consuhant setting
forth i_ recommendations as to any re_sions of the rates, _es and charges necessary or ad_sa_e to meet the
req_rements of the rme covenanL The Agreement _so req_res a Consulting En_neer _o rev_w _he operation
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and mfinmnance of the Sys_m, and _rther _quires the Ci_ to operme and m_ntain the Sysmm in acco_ance
with the advice and _commendations of me Consulting Enginee_ See "ANNEX E--SECURITY FOR THE
BONDS."

Rmes, _es and charges are impo_d by me Bo_d and are not su_ect to reg_ato_ approval nor are they
su_e_ to other regu|_ns under cu_ent law exce_ for the _tes ch_ged to a limi_d class of upsm_ use_,
_p_senfing approximately !% of Revenue_ See "ANNEX E---THE SYSTEM--The Wmer Sy_em
Governmental Regimen" and "ANNEX E_RATES AND BILLINGS."

The estim_es and pr_ections contained or included by spe_fic m_rence into _is Offici_ Sm_ment are

based on, among other fac_, ev_uations of hiaofic_ _venue and expenditu_ dam and analyses of economic
wends affecting the Authority's finances. The finan_ projections contained herein or included by specific

_rence am su_e_ to cen_n contingen_es thin cann_ be quantified and are su_e_ to the unce_nfies
inherent in any attempt to predi_ the resul_ of furore operation_ Accord_gl% such projections are su_e_ to

periodic revhion which may involve sub_anfi_ change. Consequently, the Authority makes no rep_sentation or
warranty thg these estima_s and projections will be teMPe&

The Amhofi_ has relied upon the au_ofi_ of hs Consulting Envne_, M_calf & Eddy of New York, Inc.
("M_cMf & Eddy"L for ce_ain en#neering _asiM_ M_rmation and upon _e au_ori_ of i_ Rme
Consultant, Black & Vemch New York LLP ("Black & Ve_ch"L for certain financiM _fimmes and pr_ections.
See "ANNEX E_ENGINEERING FEASIBILITY REPORT AND FORECASTED CASH FLOWS."

PLAN OF _NANCE

The proceeds of the 2002 D Refund_g Bonds are expe_ed to be aphid to redeem, on June 15, 2003,, fll
of the $4_000,000 present_ outaan_ng pfin_pfl amoum ef me Authofi_'s 5.75% W_er and Sewer Sy_em
Revenue Bond_ Fiscal 1994 Series F Ohe "2002 D Refunded Bonds") m_uring June 15, 202_ The proceeds
of the 2002 E Refun_ng Bonds are expe_ed to be applied to redeem, on June 15, 2006, $210,650,000 of the
$325,065,000 outstanding pfincipfl amount of the Amhofity's 5.75% W_er and Sewer Sy_em Revenue Bond_
Fiscfl 1996 Series B (the "2002 E Refunded Bonds") minuting on June 15, 2026. The proceeds of the 2002 F
Refun_ng Bonds are expec_d to be appl_d to redeem, on June 15, 2007, fll of me $100,000,000 present_
outstanding pfincip_ amoum of me Authodt_s 5.80% Wmer and Sewer Sys_m Revenue Bonds, Fiscal 1997
Series B (the "2002 F Refunded Bonds") maturing June 15, 2029 (col_aNdy with the 2002 D Refunded Bonds
and 2002 E Refunded Bonds, the "Refunded Bonds").

Pu_uam to the 2002 D Crossover Res_mMn. _e Au$ori_ will depofit proceeds of the 2002 D Re_nding
Bonds into the 2002 D Proceeds Fund to be held by _e Tm_ee. The deposR will be inve_ed and minvesmd
under a guaranteed _ve_mem comract provMed by Tfini_ Plus Funding Company, LLC (the "2002 D
Gu_anmed lnve_mem Con_ac#') so thin suffi_em moneys will be av_MMe m pay inm_ on the 2002 D
Reining Bonds as it becomes due on and prior to the 2002 D Tender D_e and to pay the principal and
_dem_n premium on the 2002 D Re_nded Bonds on the 2002 D Tender D_e. Pu_uant to the 2002 E

Cro_over R_utiom the Au_ori_ will deposit the proceeds of the 2002 E Re.riding Bonds into _e 2002 E
Proceeds Fund to be held by me Tm_ee. The depofit will be invemed and reinvested under a guaran_ed
inv_tmem con_a_ prodded by Trini_ _us Funding Company, LLC (me "2002 E Guamn_ed Inv_tmem
Comm_") _o th_ suffic_m mo_eys will be avMlab_ _ pay m_ on the 2002 E Reining Bonds *s R

becom_ due on and prior to the 2002 E Tender D_e and to pay the principal and _dem_Mn p_mium on the
2002 E Re_nded Bonds on _e 2002 E Tend_ D_e. Pu_uam to the 2_ F Cro_over Resolution. me Amhofi_

will depos_ proceeds ef the 2002 F Reining Bcnds into the 2002 F Proceeds Fund to _e held [y the Tru_ee.
The deposit will be inve_ed and _invesmd under a gu_anmed inve_mem com_ provMed by Tfini_ _us
Funding Company, LLC (the "2002 F Gu_an_ed _veamem Con_a_") so _ suffi_em moneys will be
av_MMe to pay inm_ on the 2002 F Reining Bonds as it becomes due on and prior to me 2002 F Tender



Dine and to pay the pfindp_ and redem_ion p_mium on the 2002 F Refunded Bonds on the 2002 F Tender
Date. Prior to such payment, the Refunded Bonds will rem_n Out_anding and win remfin entitled to the benefit

of the pledge and lien e_abfished by the Resolmion, and to payment from Revenues of the Sys_m.

The moneys in a Proceeds Fund are not _cdgcd m the paymcm of the rda_d issue of Refunded Bonds and
the owne_ of such Refunded Bonds have no I_n on or other in_ in the moneys in such Proceeds Fund. The

Authority will divot the Tru_ee to _deem (i) the 2002 D Refunded Bonds on June 15, 2004 m _e redemption
price of 101.5% of pal (ii) the 2002 E Refunded Bonds on June 15, 2006 _ the redemption price of 101% of
par and (fii) 2002 F Refunded Bonds on June 15, 2007 m the redemption price of 101% of par.

The 2002 D Refunding Bonds may not be issued under the 2002 D Crossover Resolution until _1 conditions

precedent to the issuance of the FiscM 2002 D Bonds _quired by the Resolution and the Authofity's Fil_y-third
Sup_ement_ Resolution, authofi_ng the issuance of the Fisc_ 2002 D Bonds. have been startled, except for
ce_ain conditions to issuance of the Fisc_ 2002 D Bonds thin can only be smisfied on the 2002 D Tender Dine.

The 2002 E Refunding Bonds may not be issued under the 2002 E Cro_over Resolution until _1 conditions
p_cedent to the _suance of the Fisc_ 2002 E Bonds _quired by the Resolution and the Authofit_s Fitly-fourth

Sup_ement_ Resolutiom authofifing the issuance of the Fiscal 2002 E Bond_ have been satisfied, except for
ce_n conditions to issuance of the Fisc_ 2002 E Bonds than can only be satisfied on the 2002 E Tender Da_.

The 2(X)2 F Refunding Bonds may not be issued under the 2002 F Cro_over Resolut_n until all cond_ions

precedent to the issuance of the Fisc_ 2002 F Bonds required by the Resolution and the Authority's Flay-fifth

Sup_ement_ Resolufiom authofi_ng the issuance of the Fiscal 2002 F Bond_ have been smisfie& except for
ce_n condRions to issuance of the Fisc_ 2002 F Bonds thin can on_ be satisfied on the 2002 F Tender Da_.
See "THE REFUNDING BONDS AND FISCAL 2002 D, E and F BONDS----Con_aions to Issuance of the
Fisc_ 2002 D, E and F Bondf' her_n.

The 2002 D Refun_ng Bonds are su_e_ to mand_ory _nder on the 2002 D Tender Dine (i) in exchange
lbr the Fiscal 2002 D Bonds in accordance with the 2002 D Crossover Restrain or (ii) if the Fiscal 2002 D
Bonds have not been ddive_d to the Tru_ee on the 2002 D Tender Date, for _demption on the 2002 D Tender

D_e m a redem_n price of 100% of the pfincip_ amoum thereof plus accrued intere_ to the Tender D_e.
The 2002 E Refunding Bonds are su_e_ to mandmory _nder on the 2_ E Tender Dine (i) _ exchange for the
Fisc_ 2002 E Bonds in accordance with the 2002 E Crossover Res_n or (ii) if the Fiscal 2002 E Bonds
have not been del_c_d to _e Tru_ee on the 2002 E Tender Dine, for redem_ion on the 2002 E Tender Dine at

a redempt_n p_ce of 100% of the p_ncipal amount _e_of _us accrued in_re_ to the Tender D_e. The 2002
F Refun_ng Bonds are su_e_ to mand_ory _nder on the 2002 F Tender D_e (i) in exchange for _e Fisc_
_)02 F Bonds in accordance with the 2002 F Cro_over Res_ution or (ii) if the _scM 2002 F Bonds have not
been ddivered to the Tru_ee on the 2002 F Tender Da_. for _demption on the 2002 F Tender D_e _ a

_demption price of 100% of the pfin_p_ amount the_of _us accrued in_re_ to tee Tender Dine. The Authori_
is o_med to issue the Fiscal 2002 D, E and F Bonds if the condiOons to the issuance thereof can be smisfied
on tee respective Tender Dines. See "THE REFUNDING BONDS AND THE FISCAL 2002 D, E and F
BONDS---Conditions to Issuance of the _sc_ 2002 D. E and F Bonds" herein.

IL as expe_ed, the Fi_fl 2002 D, E and F Bonds are delivered to the Trus_e on the respective Tender
D_es, the av_ble proceeds of the Refunding Bonds and earnings thereon will be appl_d to redeem the
Refunded Bonds as described above. Otherwise, such proceeds, together with other moneys then to be made
av_h_e by the Authority, will be used to effect the mandatory redemption of the Refund_g Bonds on the
Tender D_e. The proceeds deposited in the respe_ive Proceeds Funds will not be suffi_ent to provide for
payment of the redemption price of the relined Refun_ng Bonds if the Fisc_ 2002 D Bond_ the Fiscal 2002 E
Bonds or the Fiscal 2002 F Bonds cannot be issued on their respective Tender Dines. As a consequenc_ the

Authority is oNigated to provide the amounts of $1,144,112, $1_92223 and ,$4_34_8Z respecfivel_ necessary
to pay the potion of the redemption price of the Refunding Bonds to be redeemed not prov_ed for by the
proceeds. The Authority's obligation is secured by the l_n cremed by the Crossover Resolutions on the
Subordinamd Indebtedness Fund.



THE REFUNDING BONDS AND THE FISCAL 2002 D, E AND F BONDS

Al_ough _e _curi_ for _e 2002 D Re_nding Bonds and _e _s¢_ 2002 D Bonds differ, certain
provisions of _e 2002 D Reining Bonds and _e _ 2002 D Bonds are _enfic_. Al_ough the _cud_ for

the 2002 E Reining Bonds and the _M 2002 E Bonds differ, cenMn provifions of the 2002 E Reining
Bonds and _e _scM 2002 E Bonds _e _enfic_. Al_ough _e mcufity for _e 2002 F Reining Bonds and _e
_scM 2002 F Bonds differs, ce_n pm_ons of _e 2002 F Reining Bonds and _e _al 2002 F Bonds are
identicM.

General

The Reining Bonds initially delivered _ _e Underwriters will be d_ed their da_ of d_ive_. The _al
2002 D Bonds will be d_ed June 15, 2004, the _ 2002 E Bonds will be d_ed June 15, 2006 and _e _sc_

2002 F Bonds will be da_d June 15, 2007. The 2002 D Re_nd_g Bonds will m_u_ on and bear ime_
paya_e on _e d_es and at the rates shown on _e inside cover of _is Offici_ Stmement, The _sc_ 2002 D

Bonds will matu_ on _e same da_s and bear in_ paya_e on the same d_ and _ the same _s as _ose
ind_ed for _e 2002 D Reining Bond_ The 2002 E Re.haling Bonds will m_u_ on and bear in_
paya_e on the d_es and _ the r_es shown on _e _s_e cover of t_s Offici_ Statemem. The _sc_ 2002 E

Bonds will m_u_ on the same d_es and bear in_ paya_e on _e same d_es and _ _e _ame r_es _ _ose
ind_ed for _e 2002 E Re_nding Bonds. The 2002 F Re_nding Bonds will m_u_ on and bear _
paya_e on the da_s and _ _e _s shown on _e in,de cover of this Offici_ Statement. The _scal 2002 F

Bonds will m_u_ on the same d_es and be_ i_e_ payable on _e same d_es and _ _e same _s _ _ose
ind_a_d _r _e 2002 F Reining Bond_ Pfinc_, _dem_n p_m_m, if any, and in_ on _e Reining
Bonds and _e _scal 2002 D, E and F Bonds will be payaNe in law_l money of the Uni_d Stmes of Amefic_
The Re_nding Bonds and _e _ 2002 D, E and F Bonds will be issued only as _lly _ed bonds wi_om
coupons in denom_ations of $5,000 and in_gral multi_ _e_o_

Redemption of Refun_ng Bonds and Fiscfl 2002 D, E and F Bonds

The 2002 D Reining Bonds and _e _ 2002 D Bonds am su_e_ _ _entic_ redemption pro_fions
for _l periods on or after June 15, 2004. The 2002 E Reining Bonds and the Hsc_ 2002 E Bonds are su_e_
to _em_M _demption profi_ons _r all periods on or after June 15, 2006. The 2002 F Reining Bonds and

• e _sc_ 2002 F Bonds are su_eo to _emic_ _dem_ion profifions for all periods on or after June 15, 2007.

Op_onal Redemption. The 2002 D Re_nding Bonds and _e _al 2002 D Bonds are su_e_ to
_demption prior to m_ufi_ _ the o_ion of _e Au_ofi_ from any moneys av_e _e_fo_ on and after
June 15, 201 ! in whale or in part m any time, by lot, at the _dem_n price of par _us accrued india to _e

redemption d_e.

The 2002 E Reining Bonds and _e _al 2002 E Bonds _e su_e_ _ redemption prior _ m_ud_ _
• e option of _e Amhofity 9om any moneys av_e _e_fo_ on and after June 15, 201 i in whale or in part
u any time, by !_, _ _e _demption price of par plus acc_ed in_m_ _ the _dempfion d_e.

The 2002 F Re.riding Bonds and _e _scal 2002 F Bonds _e su_e_ to _dem_n prior to m_uri_ at
the option of _e Au_od_ _om any moneys av_e _efom on and after June 15, 2011 in whale or in part
_ any tim_ by lot, _ _e _dem_n pdce of p_ _us accrued in_ _ _e mdem_n d_e.

Al_ough _e o_ionM _dem_n pro_ons are a _u_ of _e Re_nding Bonds and _he _scal 2002 D, E

and F Bonds, _e Refunding Bonds are not su_e_ to o_n_ redemption prior _ _r respective Tend_ D_es.

N_tice ef Redemption

Nodce of _demption _ to be _ven by fi_t class m_l, pogage p_p_d, m _a_ 30 days prior _ the date
fixed for redemption, to the m_s_md owne_ of Refun_ng Bonds or _scal 2002 D, E and F Bonds to be
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_deemed _ heir add_s_s shown on be books of _gistry. So long as Cede & Ca, as nominee of DTC, is be

_e_d owner cf be Reining Bonds cr _ 2002 D, E and F Bonds notice of _dem_n is _ be _ _
DTC. No _rce can be _en Ey _e Amhofi_ _m DTC and DTC panicipan_ will p_m_ly transmit n_es

of _dem_n to Benefid_ Owne_.

If, on any _dem_n da_, moneys for _e _dempfion of _e Rein@rig Bonds or _sc@ 2002 D, E and F
Bonds _ be _deeme& _g_h_ wib _ be_on m be _dem_n d_e, _e _eld by be T_s_e so as m be
av@_Me he.for on such d_e, and if n_ice of _dem_n has been m_d. then im_t on _e Reining
Bonds _ be redeemed will cea_ to accrue &ore and afi_ be _demption dine and such Reining Bonds will

no Iong_ be cons_e_d _ be Outstan_ng und_ be Res_mmn.

Mandatory Ten6er and Exchange or Redemption of Refunding Bonds

The 2002 D Rehn_ng Bonds are su_ect _ mandmo_ tender on be 2002 D Tender D_e (i) in exchange
for the _sc_ 2002 D Bonds in accordance wib be 2002 D Cro_ov_ Res_ution or (ii) if be _scM
2002 D Bonds have not been d_ive_d to _e T_ee on the Tender Dine, for redem_n on _e Tender Da_ at

a _dem_n price of 100% of be pdnopfl amoum _eof _us acc_ed in_ _ be Tend_ Dine. The
Aubori_ is o_igmed to issue be _sc_ 2002 D Bonds ff be con_fions _ be issuance _e_of can be satisfied
cn the Tender Dat_

The 2002 E Reining Bonds are su_e_ to mand_o_ _nder on _e 2002 E Tender Dine (_ in exchange
for _e Fi_ 2002 E Bonds in accordance w_h _e 2002 E Cro_over Res_n or (ii) if be _sc_

2002 E Bonds have n_ been del_ed to be Truflee on _e Tender D_e, for _demption on the Tender Da_ at

a redemption price of 100% of be princ@_ amoum _e_of plus acc_ed intere_ to the Tender Dine. The
Amhofity is obl_a_d to issue be Fisc_ 2002 E Bonds if be conditions to the _suance b_eof can be satisfied
on _e Tender Dine.

The 2002 F Reining Bonds are su_e_ to mandmo_ _nder on the 2002 F Tender Dam (i) in exchange
for the Hsc_ 2002 F Bends in accordance wib _e 2002 F Cro_over Res_ution or (iO if _e _c_ 2002 F

Bonds have not been dd_e_d to _e Trus_e on _e Tender Dine, for _dem_ion on the Tender Dine at a

_dem_n price of 100% of _e pfinop_ amoum _e_of _us a¢c_ed inm_ _o the Tender Dine. The Amhori_
is o_igmed to issue the Fisc_ 2002 F Bonds if the cond_ons to _e issuance _e_of can be satisfied on the
Tender Dine.

If on be 2002 D Tender D_e the _sc_ 2002 D Bonds _e issued or if the Au_ofi_ has suffic_m funds to

_deem be 2002 D Re_nd_g Bonds on such Tender D_ _e 2002 D Reining Bonds will no _nger be
Ou_tand_g und_ _e 2002 D Cro_ov_ Res_ution and im_e_ on such Re_nd_g Bonds will cease m acc_e
from and after such Tender Date. In the event the Hscal 2002 D Bonds cannot be issued on such Tender Date,

and _suffic_m av_h_e moneys are on hand wib _e Tru_ee to _deem _e 2002 D Re_nding Bonds m 100%

of the princip_ amount he.of Ous accrued _ to such Tender Dine _e_o_ then the Amhori_ will be in
demur under _e 2002 D Crossover Res_ufio_ be 2002 D Reining Bonds will _mmn Omaan_ng und_ be
2002 D Crossover Res_ution and wifi continue to accrue ime_ m their _spective _s. and _e owne_ _e_of

will have be fig_s con_rred by the 2002 D Cro_ov_ Resolut_n. See "ANNEX B_SUMMARY OF
CERTAIN PROVISIONS OF THE CROSSOVER RESOLUTION."

If on _e 2002 E Tender Dine _e Hscal 2002 E Bonds are issued or if the Amhofi_ has su_em funds to

_deem _e 2002 E Refund_g Bonds on such Tender Dine, _e 2002 E Reining Bonds will no _ng_ be
Om_an_ng under the 2002 E Cro_over Resolution and ime_ on such Re_nding Bonds will cea_ to accrue
_om and after such Tender Dine. In be event be Fisc_ 2002 E Bonds cannot be issued on such Tender Dine.

and _suffic_m av_h_e moneys are on hand wi_ be Tru_ee _ _deem be 2002 E Refun_ng Bonds at 100%
of _e pfinop_ amou_ _e_of plus accrued in_st to such Tender Date _e_oL then be Aubofi_ will be in
de_uit under the 2002 E Cro_over Restrain, the 2002 E Re.haling Bonds will _m_n Outstand_g under _e
2002 E Cro_over Restrain and will continue _ accrue im_e_ _ _eir _spe_ive _ms. and _e owne_ _ereof
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will have the righ_ con_ed by the 2002 E Crossover R_dution. See "ANNEX B--SUMMARY OF
CERTAIN PROVISIONS OF THE CROSSOVER RESOLUTION."

If on the 2002 F Tender Dine the H_M 2002 F Bonds are i_ued cr if the Authofi_ has suffioem _nds to
_deem he 2002 F Reining Bonds on such Tender Dine. the 2002 F Re.riding Bonds will no Mnger be
Oms_n_ng under the 2002 F Crossover R_dm_n and ime_ on such Re_nding Bonds will cease to accrue
from and a_er such Tender Da_. In he event the H_M 2002 F Bonds cannot be issued on such Tender Dine.

and Msu_cMm avMMMe moneys a_ on hand with the Tm_ee to _decm he 2002 F Re.riding Bonds _ 100%
_f the pfincipM amoum the_of plus acc_ed ime_ _ such Tend_ D_e the_oL then the Authori_ will be in
de_u_ under the 2002 F Cm_ov_ R_ufion, the 2002 F Re.riding Bonds will _main Om_an_ng under the

2002 F Cm_ov_ Resolution and will continue to accrue inm_ _ their _speoive rotes, and the owne_ thereof
will have the fig_s cohered by the 2002 F C_over R_Mufiom See "ANNEX B--SUMMARY OF
CERTAIN PROVI_ONS OF THE CROSSOVER RESOLUTION."

Conditions to Issuance of the Fisc_ 2002 D, E and F Bonds

The Res_mion contains ce_ain con_fions to the issuance of Bonds under it, _u_ng the Fiscal 2002 D,
E and F Bonds, that must be met on or prior to the issue d_e of such Bonds. A number of _cse condemns to
issuance of he Fisc_ 2002 D, E and F Bonds will be s_isfied at the time the Reining Bonds are issued. Other

conditions a_ not _qui_d to be m_ because _e Fisc_ 2002 D, E and F Bonds will con_im_ "Reining
Bonds" under the Resolution. There a_, howeve_ some con_fions to issuance th_ can on_ be s_isfied on each
of the Tender Dines, which are he issue d_es of the Fisc_ 2002 D, E and F Bonds, respectively. The issuance

of one Series of the Fiscal 2002 D, E and F Bonds is not dependent upon he p_or issuance of any other Series
of the Fisc_ 2002 D, E and F Bond_ These con_fions a_ (i) d_ivery, by he Authori_ of a ce_ific_e setting
fo_h the Authofi_'s Cash Flow Req_men_ as of such issue d_e for the _l_ed Bonds and (ii) an o_n_n of
Bond Couns_ to the effe_ thin:

• he Authority has he right and power to adopt the Resolution under the A_:

• the Resolution has been duly and iawful_ adop_d by the Au_ofity and is enfo_ea_e agsn_ it;

• the Resolution crea_s the v_id pledge it purpo_s to _ea_;

• the FiscM 2002 D, E or F Bond_ as the case may be, are v_id and _nding speci_ o_ns of the
Au_ori_: and

• all other consigns requi_d by the Resolution p_cedem to issuance of the Fisc_ 2002 D, E or F Bond_ as
the case may be, have been met and th_ such Bonds will have been duly and validly authorized and issued
in accordance wi_ he A_ and he Res_ution.

While ce_n of the opinions described above are com_ned in he approving opinions of Bond Counsd,
the forms of which a_ appended he.to as ANNEX D, the Res_ution rcqui_s that each of the opinions
described above must _so be rendered on June 15, 2004, June 15, 2006 and June 15, 2007, _spectivdy.

Covenan_ for the Benefi! of the Owners of the Refunding Bonds

To protect the in_s of the H_ders of the Refunding Bonds the A_hod_ has made ce_ain covenants in
the Crossover Res_ution_ Mo_ pa_icularl_ the A_hori_ has covenan_d:

(i) so far as it may be authorized by law, to take such fu_her a_ion as may be necessary to cause the _sc_

2002 D, E and F Bonds to be authent_ed and delivered on he _spe_ive Tender Da_;

(ii) not Io _scind or _peal the Fifty-third, Fifly-fou_h or Hfiy-fifih Suppleme_ Res_ut_ns amhofi_ng
the Fiscal 2002 D, E and F Bonds:

(iii) un_ss the Fiscal 2002 D. E and F Bonds can be issued as "'Reining Bonds" when the meaning of
• e Res_mio_ to consider _c Fiscal 2002 D, E and F Bonds as outstan_ng under the Res_n for
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purposes of the add_on_ Bonds _H to be met in connection with _e issuance of other Bonds under _c
Res_ufion th_ may be issued prior to _e Tend_ D_e;

0v) not to amend the Fifiy-_ird Supplemental Res_ufion or the Restrain in any manner th_ s_ely
affects the Fiscal 2002 D Bonds and would req_re the consent of the rendered owne_ of the Fisc_ 2002
D Bonds if the Fiscal 2002 D Bonds were _en ou_n_ng under the Reso_fio_ u_ess _e consent of the

re_s_d owne_ of the Refun_ng Bonds has been o_ned in such percen_ge as would have been

required if _e re_s_red owne_ of the Refun_ng Bonds were rendered owne_ of the Fisc_ 2002 D Bonds
and _e Fisc_ 2002 D Bonds were then ou_tan_ng under the Reso_tion;

(v) not to amend the Flay-rough Sup_ement_ Res_u_on or the Res_u_on in any manner th_ s_ely
affec_ the Fisc_ 2002 E Bonds and would requi_ the consent of the rendered owne_ of the _sc_ 2002 E
Bonds _ _e Fisc_ 2002 E Bonds were then oms_n_ng under the Res_ution, unless the consent of the

regis_red owne_ of the Refun_ng Bonds has been ob_ined in such pewentage as would have been
req_red if the rendered owners of the Refunding Bonds were regis_red owne_ of the Fiscal 2002 E Bonds
and the Fisc_ 2002 E Bonds were _en ou_n&ng under the Res_mion;

(vi) not to amend the Fifiy-fif_ Supp_mem_ Reso_don or the Resolution _ any manner th_ sokly affe_s
the Fisc_ 2002 F Bonds and wou_ require the consent of _e _c_d owne_ of _e Fiscal 2002 F Bonds

if the Fisc_ 2002 F Bonds were then out_anding under the Restrain, unkss the consem of _e re_s_red
owne_ of the Refun_ng Bonds has been obtained in such percen_ge as would have been req_red if the
rendered owne_ of the Refun_ng Bonds were _s_red owne_ of _e _sc_ 2002 F Bonds and the Fisc_
2002 F Bonds were then om_and_g under the Res_ution;

(vii) not to amend the Res_mion in any manner th_ would _q&re _e consent of the regi_ered owne_ of

• e out_anding Bonds unle_ _e consem of the rendered owne_ of the percen_ge in p_n_p_ amoum of
such regis_red owne_ have been obt_ne¢ c_cul_ed as though the Fisc_ 2002 D, E and F Bonds were
_en ou_n_n_ and

(viE) not to invc_ the money _ any Proceeds Fund in any Eli_b_ Inve_mem _her than the respective
Guaranteed ln_e_mem Contract unless the Au_o_ has o_ned _e wriuen repo_ of a firm of independent

certified public accountan_ verify_g _e accuracy of _e ari_metic_ c_culations e_a_ng the adequacy
of the cash and _e m_uring princ_ of and earnings on the El_i_e _ve_mem _opay _e interest to become
due on the respective Refun&ng Bonds on or prior to _r Tender Da_, to pay the redemption price of such
Refunded Bonds on such Tender Da_ an¢ if the Rsc_ 2002 D, E or F Bonds have not been issued on the

_spective Tender D_e, together wi_ a paymem by the Amho_ty in no gremer amount than is cu_ently
comem_c¢ to pay the Redem_n Price of the Refun&ng Bonds on such Tender Date.

USE OF PROCEEDS

it is antedated _ _e proceeds of the 2002 D Refun_ng Bonds will be aphid in the following manne_

Inve_mem in Guaran_ed Inve_mem Comra_ ................................. $ 40,859.000

OfiginM Issue Discount ..................................................... $ 622_34
Co_s of Issuance .......................................................... $ 21,109
Underwrites Discount ..................................................... $ 242.857

TotM Use of Proceeds ...................................................... $ 41,745,000

It _ antiopmed _m the proceeds of the 2002 E Refun_ng Bonds will be applied in the fol_wing manne_

Investment in Guaranteed lnve_ment Comra_ ................................. $210,394,000

Ofigin_ Issue D_count ..................................................... $ 2_9&276
Cos_ of Issuance .......................................................... $ 110,421

Underwrites Discount ..................................................... $ 1_49,303

Total Use of Proceeds ...................................................... $213_50,000



It is anticipmed thin the proceeds of the 2002 F Refun_ng Bonds will be applied in the fol_wMg manne_

Investment in Guaran_ed Inve_ment Contract ................................. $ 89A50,000

Cash and other Eligib_ Inve_men_ .......................................... $ 13_95_00
Ori_nM Issue Discount ..................................................... $ 1,517,753
Co_s of _suance .......................................................... $ 56,598
Underwrimds Discount ..................................................... $ 615,649

TotM Use of Proceeds ...................................................... $105,63_000

GUARANTEED INVESTMENT CONTRACTS

To be an El_i_e Inve_ment under any of _e Crossover R_u_ons, the pmv_ or the gu_antor of _e

providers oMigmions under an Mvestment ag_ement or gu_an_ed inve_ment comract (a "Gu_an_ed
_e_ment Con_a_") must, _ _e time _e _vestment is made, be m_d _ lea_ "AA" and "A_2" by S&P

and Moody's, _specfiv_y, and, if _e provider or gumam_ is rmed by Fish, "'AA" by Fimh. Howeveh the

pmvMeds oM_m_ns under _e Gu_anteed Mve_ment Con_c_ must be co_merM_ed if _ any time _e

prov_ or the gu_antor is rmed less _an in _e Mgh_t _ting ca_go_ of _e _qui_d _ting agencies. The
proceeds of each _sue of Reining Bonds depo_md to the _lmed Proceeds Fund will be invesmd by the

Tm_ee in a Gua_meed Investment Comm_ among Tfini_ _us Funding Company, LLC, the T_s_e and the
Au_ori_. THE GUARANTEED INVESTMENT CONTRACTS DO NOT INSURE, GUARANTEE OR
OTHERWISE PROVIDE FOR PAYMENT OF PRINCIPAL, INTEREST OR OTHER AMOUNTS DUE ON
THE REFUNDING BONDS IN THE EVENT OF NONPAYMENT BY THE AUTHORITY. The _vestment of

such proceeds in _e Guaran_ed _ve_ment Con_ac_ has been verified by The Arb_ge Group, Inc. as

sufficMm to provMe (i) moneys to pay ime_ on _e Refun_ng Bonds until _e Tender Da_s, (ii) moneys to
_hnd _e Rehnded Bonds or (fii) moneys, mgflh_ wi_ o_er _nds to be p_vided by _e Amhori_. to _deem
the Rehn_ng Bonds as described above under _e heading "PLAN OF FINANCE/' Under the Crossover

Res_m_n_ _e Amhod_ is authorized _ invest moneys in each Proceeds Fund in Elg_ lnve_ments other
than _e Guaranteed hve_mem Contract but has covenan_d not _ &_ so except in accordance with certain
_ri_ions contMned in t_e C_ov_ Resolm_ns. See "THE REFUNDING BONDS AND THE FISCAL 2002

D, E AND F BONDS---Covenants _r _e Benefit of the Own_s of _e RdundMg Bonds."

BOOK-ENTRY ONLY FORM

DTC will act as securi_es deposi_ry for _e Re_nding Bonds. The Re.riding Bonds will be issued as

_l_-re_ste_d securit_s _e_d in _e name of Cede & C_ (D3_'s partne_p nom_e_. One _l_-
_s_d bond cenific_e will be issued for each mmuriw of the Re.riding Bonds and _e _scal 2002 D, E and

F Bond_ each in _e aggregme pdnop_ amoum of such mmufity, and will be depofi_d with DTC.

DTC is a limimd-purpose tru_ company organized under _e New York Banking Law. a "banking

orga_zm_n" within the meamng of _e New York BanUng Law, a memb_ of _e Fed_ Re.rye Sy_em, a
'_aring corporm_n" wh_n _e mea_ng cf _e New York Uni_rm Comm_ci_ Code, and a "c_aring

agency" _ered pu_uant to the profi_ons of Se_n 17A of _e Securities Exchange Act of 1934. DTC ho_s
securities th_ its Participan_ deposit wi_ DTC. DTC also _cilitates the se_ement among Pan_ipan_ of
securities _ansacfion_ such as _ans_ and _edges, in deposed securities _rough e_ro_c compmefized

book_ntry changes in Di_ct Participants' account_ thereby eliminating _e need for physical movement of
securities cenific_es. Di_ct Pan_ipan_ include securit_s b_kers and deale_, banks, tru_ compan_ cleating

corpor_ions, and certain o_er organizat_ns ("Di_a Participants"). DTC is owned by a number of its Di_ct
Participan_ and by _e New York Stock Exchange, Inc.. _e American Stock Exchange, Inc., and the N_ion_

A_ociation of Secudt_s De_e_. Inc. Acce_ to _e DTC sys_m is also av_e to o_ers such as securities
broke_ and de_e_, bank_ and tru_ compan_s _m cle_ _rough or maintain a custodi_ relations_p wi_ a
Di_ Participant, either _ or _ ("_o Participan_"_ The Rules ap_a_c _ DTC and i_
Participants are on file wi_ _e Securities and Exchange Commission.
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Pu_hmes of Rehn_ng Bonds under the DTC sy_em must _ m_e by or m_ugh Direct P_icip_,
wh_h wi_ recei_ a credit _r t_ Reining Bonds on DTC's reco_s. _e _h_ _ _ _ch _

pu_hamr of each Reining Bond ("Benefi_M Owned') is _ turn to be _co_ed on the _t and M_t
Pa_c_' _c_dg Be_fi_M Owne_ will n_ mc_ wfiuen __ _m DTC of _eir pu_h_e, b_
Benefi6M Own_s _e _cmd m _c6_ wfiRen _nfi_s _ovMing d_h _ me _a_, _ w_ _
_fi_ _memen_ of me_ hM_ng_ _m me _r_t _ Mdim_ Pm_m t_ou# which me BenefidM Own_
en_md inm the t_acfion. T_ns_ of owne_Mp Mm_s_ in me Reining Bonds are to _ accom#ished by
en_es made on me books of Pin.pants a_ng on _hMf of BeneficiM Owne_. Benefi_ Ownen w_! n_
_c_ve _ficm_ _pmmm_g _ek owm_h_ ime_s M Re_nding Bon_, ex_ in me ev_t mm um of _e
booben_ sys_m _ _e _hndi_ Bonds is _o_.

To h_me mbmq_m _, Mi Reining Bon_ _M_d by _mct P_icipants w_ DTC _e
_gi_d in me _me _ DTC's p_p _n_ C_e & C_ _e _sit _ _y _fi_ _ _Ms w_ DTC
and m_r _rm_n in _e name of Cede & Co. eff_t no change in _ owne_g DTC h_ no
_ow_e of me a_u_ Benefid_ Owne_ of any Rehn_ng Bonds; DTC's _co_s reflect only me idem_ of
the D_ct Paa_an_ to who_ accoun_ such _nds _e c_& wh_h may or may not be the B_c_
Own_s. _e P__ w_ _mfin _s_mib_ _r k_p_g _um of meir h_d_ on _h_f _ _r
cuMom_s.

Conveyanceof noticesandomercommun_a6onsby DTC to _ P_n_ _ _re_ P_nm to
_ P_i_nts, _d _ D_ P_icipants _d _ Paa_ipa_ _ __ Ownerswill _ _m_
by arrangementsamong_em, _ea _ any_u_ _ _gul_o_ _me_ _ may _ _ e_ct _m ame
_ Ome.

Redem_n no6cessh_l be sent_ Cede& Co. If _ss than_1 of _e Reining Bondswi_n a mmu_y
_e _i_ _em_, DTC's p_e _ _ determi_ _ _ the amou_ of me mw_a _ _ch _r_t P_am
in suchm_u_ to _ r_m_.

N_her DTC _r Ce_ & Co. will consentor vote _m _s_ct to me Reining Bo_s. Under _s usu_
proc_ure_ DTC m_s an Ommb_ P_xy _ me Aumo_ _ s_n as _e a_ me _co_ dine. _e
Om_bus _oxy a_ns Cede& Co.'s _e_ or v_ing figh_ to those_ct P_icipants to whoseaccoun_
the Bondsa_ craned onme r_o_ date(_e_d in a li_ng mmchedto meOm_bus _oxy).

P_n_p_, p_um, if any, _d ime_a _y_ on me Reining Bon_ will be made_ DTC. DTC's
_a_ is _ c_t Di_ P_icipants' _coums ona _ymem da_ in _co_an_ wire m_r _s_ hd_ngs
_own onDTC's _co_s units DTC h_ _on _ _1_ that it _11 not _ive paymemon a paymemdine.
_yme_ by P_i_ to Benefi_ Own_s will _ governed by _and_g __ and _stomary
_a_, _ is mec_e wi_ _cufifes he_ _r t_ _ums of cu_ome_ in _a_r _ or _gi_e_d in "_reet
name," _d will _ the _s_i_ of suchP_icip_ andnot of DTC, theTms_ or me Aumo_, su_e_
_ _y _mu_ _ _g_mo_ _q_mems _ may_ ineff_t _om time _ Ome._ym_t of pfin_p_, p_um,
if any, and_ to DTC is me _spons_ay of meAmhofi_ or theTm_, _sbu_ement of suchpaymems
to D_ect P__ sh_l _ _e _s_n_ of DTC, and _sbu_emem of suchpaymen_to the Beneficial
Own_ _all _ the_n_fi_ _ _ _d _ P_i_.

DTC may_onanue _ _s _ assecu_t_sdep_i_ wire _s_ to me Refun_ng Bondsat
anyame _ _ving reasonablen_ce to me A_hofi_ or meTm_ee. Undersuch_ums_nc_, in the eventmat
a successorsecu_t_sdep_im_ is not o_ne< _nd ceaificmes_e _qui_d to _ pfin_d andddive_&

The A_ho_y may de6de to discon6nueuse of me syaem of b_k_n_ t_ns_ m_ugh DTC (or a
successorsecufi6es_o_). In mmevem,bondcenificmeswill _ pfin_d andddive_

A_o_ing _ DTC, _e _g_ng in__ wire _s_ct _ DTC h_ _ p_v_ _ me _dus_ _r
in_m_l pu_ only and_ not _nded to sere as a _p_n_n, w_, or contractmod_ca6on
of any _nd.
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Un_ss _herwi_ n_cd, ceafin of _e _rmation contained in the p_ng p_agraphs of _is _ion
"Boo, Entry Oily Form" h_ been e_o¢d from information given by DTC. NO_ _e Au_cri_, _e Tmsme
nor any of the Underwriters makes any _presentation as to _e com_oen_s or the _curacy of such in_rmation

or as m _e absence of m_efifl adve_e changes _ such in_rmation subsequent to _e da_ hereto.

N_THER THE AUTHORITY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR

OBLIGATION TO SUCH DTC PARTICIPANTS, INDIRECT PARTIC_ANTS, OR THE PERSONS FOR
WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE PAYMENTS TO OR THE PROVIDING OF

NOTICE FOR SUCH DTC PARTIC_ANTS, INDIRECT PARTICIPANTS, OR THE BENEHCIAL
OWNERS.

h is expecmd _ the _scfl 2002 D, E and F Bonds will flso be issued as _fl_ed secufit_s in _e

name of Cede & Co. and _m _ey will be fimil_ly _ea_d by DTC.

FURTHER INFORMATION

The _nc_ herein to and summari_ of _deral, S_te and loc_ laws, and docume_ ag_emems and
cou_ decisions, _du_ng but not limi_d to _e Le_e. _e Agreemem. _e Res_ution, _e Second Resolution

and _e Crossover Resdutions _e summari_ of certain p_fifions _e_oL Such summari_ do not pu_oa _ be
com_e_ and are qualified in _eir entirety by _nce to such ac_. law_ docume_ ag_emems or de_fion_
Co_es of _e Lease, _e Ag_emenL _e R_dufion, the Second R_Cm_n and _e C_ov_ R_o_fions _e

avfih_e for inspe_n during normal bufin_s hou_ _ the o_ce of the Amhori_.

Any _memems in this O_al Stateme_ invC_ng m_m_ of o_o_ whe_ or n_ exp_ so _a_d,
_e _nded as such and not as _p_mmions of fact. None of _is O_cifl Statemem, or any amemem which
may have been made oml_ or in writing shall be COhered as a contact or _ a part of a com_ wi_ the
original pu_h_e_ or any hdde_ of _e Reining Bond_

TAX EXEMPTION

General

The lmem_ Revenue Code of 198_ as amended _he "Code"L impo_s ce_n requiremen_ _at mu_ be
met subsequem to the issuance and ddNe_ of the Rehndmg Bonds and _e _ 2002 D, E and F Bonds for
imem_ _eon m be and mmfin excluded from gross income _r _der_ income mx purposes. Noncom_hnce

wi_ such mqu_emems could caum _e in_ on _e Rehn_ng Bonds and _e _scal 2002 D, E and F Bonds
to be included in goss income _r _de_l _come _x purpo_s m_oactive _ _e dine of isle of _e Rehn_ng
Bond_ The Au_ofi_ has covenan_d in the Cro_over R_ufions and _e _fly-_& _fl_u_h and _fty-
fifth Sup_emem_ Resol_ns _ comfy w_h _e ap_ab_ _qui_mems of _e Code in ord_ _ m_m_n _e
exclu_on of the in_ on _e Re_nding Bonds and the _scal 2002 D, E and F Bonds f_m gross income for
_d_ _come mx pu_os_ pu_ua_ _ Sc_n 103 of _e Code.

In _e o_on of Nixon Peabody LLE Bond Counsd, under exifling law and _suming commence with
• e a_mem_ned covenanL intere_ on _e Reining Bonds is, and im_e_ on _e Esc_ 2002 D. E and F
Bond_ which will be issued on the Tender D_es un_ss ce_n conditions _e not satisfied, will be, excluded

from g_ss income _r _der_ income _x pu_os_ under Section 103 of _e Code. Bond Counsd is also of _e
opinicn _m such in_ is _ot tre_ed as a p_nce i_m in c_cu_fing _e _rn_tive minimum tax im_o_d
under the Code with _spe_ to _v_u_s and corporations. HoweveL ime_ on the Re.haling Bonds is, and

int_est on _e _ 2002 D. E and F Bonds will be. included in _e a_us_d cu_ent earnings of cea_n
corporations f_r purposes of computing the _mative minimum _x imposed on such co_o_t_ns.
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Bond Couns_ _ _ of _e o_n_n _m _e im_e_ on _e Re_ndmg Bon_ is, and im_e_ on the _
2002 D, E and F Bonds will be, exem_, under e_sting hw, from pe_on_ income tax of _e _me of N_v Y_k

and _s pol_c_ _bdivision_ _u_ng The C_y of New Yo_.

Od_nal l_ue Di_ount

Bond Coun_l is _nher of _e o_on _at the _ffe_nce between _e pfinop_ amoum of _e 2002 D

Reining Bonds (_her _an _e 2002 D Reining Bonds m_ufing June 15, 2006), the pdnop_ amoum of the
2002 E Reining Bonds (o_er _an _e 2002 E Reining Bonds minuting June 15, 2022_ and the pfinc_
amoum of _e 2002 F Reining Bonds (o_er than _e 2002 F Reining Bonds m_ufing June 15, 2022),

_ctive_, _e "D_count Bonds"_ and _e initial offering price W _e puN_ _xclu_ng bond hou_ broke_
or _mH_ pe_ons cr organizations acting in _e capaci_ of underwriters cr wh_ _ which price a
sub.natal amoum of Discoum Bonds of _e same issue and mmudty was s_d con_Ru_s ori_n_ issue d_count
on _e Di_oum Bonds and, • i_ue_ _e Fi_ 2002 D, E and F Bonds issued in exchange _e_L which is

excluded from gro_ income for _de_l _come mx purposes _ _e same e_ent _ _ on _e Reining
Bonds and the Esc_ 2002 D. E and F Bonds. Fu_he_ _e odg_ issue _oum accnzes a_uari_ on a

constant inte_ _ basis ov_ a period from _e date cf issuance of each Discoum Bond through its m_ufity
da_ and _e basis of each D_coum Bond acqui_d _ such inififl offering price by an in_ial pushier _e_of
and of each Fisc_ 2002 D, E or F Bond issued on _e rd_ed Tender Dine in exchange for such D_coum Bond

will be increased by the amoum of _e accrued original issue discount. The accru_ of ofi_n_ _sue _ou_
may be taken in_ account as an increase _ _e amoum of _exem_ _come for purposes of determining
various _ber mx consequences of owing the D_coum Bonds and _e _sc_ 2002 D, E or F Bonds issued in

exchange _e_ even _ough _e_ will not be a co_esponding cash paymem. Owne_ of Discoum Bonds _e
ad_sed _ _ey shoed cons_t w_h their own adviso_ wi_ _spe_ to _e _a_ and Iocfl tax con_quences of

owing Di_oum Bonds.

Certain Feder_ Tax Information

General The _l_wing is a discussion of ccn_n ad_fion_ tax m_ under exi_g _u_s. It does
not purport to de_ wi_ all aspec_ of _de_l taxm_n _at may be _vam to particul_ investor_ Prospective
invests, particul_ly those who may be su_e_ to spec_i ru_s, _e advised to consult their own tax ad_sors
_g_ding _e _deral tax consequences of owning and disposing of _e Refund_g Bonds or _e _ 2002 D. E
and F Bond_ as wall as any tax consequences ari_ng under the laws of any _¢ or o_er taxing juris_ction.

Social Secufi_ and Railroad R_i_ement Payment. The Code prov_es _m ime_ on tax_xem_
o_ns is _duded in the c_culat_n of modred a_us_d gro_ income _ determining whether a potion of
Soci_ Security cr _ilroad _fi_me_ bene_s rccoved _e m be included in mxa_e _com_

Branch Profi_ Tax. The Code prov_es _ ime_ on tax_xem_ obligations is included in effectively

connec_d earn_gs and profits for purposes of computing _e branch profi_ tax on cen_n for_gn corpo_tions

d_ng bu_ne_ _ _e Unhed States.

Borrowed Funds. The Code profides _at in_ pa_ (or deemed paid) on bo_owed funds used du6ng
a tax ye_ to pu_hase or carry tax_xem_ obligations is not deductive. In ad&fio_ under _les used by _e
ln_m_ Revenue Serv_e for de_rmi_ng when bo_owed _nds _e considered used for _e purpose of
pu_ha_ng or car_ing particul_ asset_ _e pu_hase of o_ations may be confide_d to have been made wi_
bo_owed _nds even _ough _e bo_owed _nds are n_ _cfly _aceab_ to _e pu_h_e of such obl_ation_

Prope_y and Casu_ty Insurance Companies. The Code com_ns profifions _lating _ property and
casu_ insurance compares whe_under _e amount of ce_ain loss deductions _herwise _lowed is _duced
On cen_n cases bebw zero) by a speofied pe_enmge oL among _h_ _g_ in_st on tax_xem_ o_m_ns
acq_d after Augu_ 7, 198_
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Finan_ lns_tufion_ The Code provides that comme_i_ banks, thrift _sfimfions and other financial

institut_ns may not dedu_ _e portion of the_ imere_ expense allocate m mx_xem_ o_igations acqui_d after
Augu_ 7, 1986, mher than cenmn '_uS_ed" o_ations. N_er _he Reining Bonds nor the _scai 2002 D,
E and F Bonds are '_u_ified'" o_ations for t_s purl_Se.

S Corporations. The Code impo_s a tax on excess net passive income of cen_n S corporations thin have

subchapter C earn_gs and profit, lme_ on tax_xem_ o_m_ns mu_ be included in passive _ve_mem
income for purposes of this tax.

Earned Income CrediL For any mxab_ year beaning after December 31, 1995, the Code denies the
earned income c_dit _o pe_ons otherwise eligible for it if _e _gg_gme amoum of _squSified income cf the

_xpayer for the _xab_ year exceeds $2200, su_e_ to a_u_mem for _flation for mxa_e years beginning after
December 31, 1996. ln_ on the Reining Bonds and _e Fiscal 2002 D, E and F Bonds will con_imm
_squ_ified income for this purpos_

Changes in Federal Tax Law and Post _suanee Even_. From time m time proposes a_ in_oduced in
Congress _m, ff enac_d into law, could have an adve_e impa_ on the potenti_ benefi_ of the exdufion from
gross income for _der_ income mx purposes of _c _ on _e Reining Bonds or the Fiscal 2002 D, E
and F Bond_ and _us on the econom_ value of _e Refunded Bonds or the Fisc_ 2002 D, E and F Bonds. This

could _suit from _du_ns in _der_ _come tax trees, changes m the _ruc_ of the _de_l income tax r_es,
changes in _e flru_u_ of _e _de_l income tax or i_ _acement with another _pe of rex, _peal of the
exclus_n of the _re_ on the Refunded Bonds or _e Fisc_ 2002 D, E and F Bonds _om gross income for

such purposes, or otherwise. It is not possi_e to p_ct whOher any legislation having an adve_e impact on _e
_x tremment of holde_ of the Refunded Bonds or the Esc_ 2002 D, E and F Bonds may be proposed or enac_d.

Bond Counsel has not unde_aken m advise in the futu_ wh_her any even_ after the da_ of issuance and
ddNery of the Refun_ng Bonds may affe_ _e mx _us of in_ on the Reining Bonds or the Fircal 2002
D, E and F Bonds. The opinions as to _e _deral, State and local _x consequences de_fibed above _lmed to
the tremment of inte_ on the Fisc_ 2002 D. E and F Bonds a_ume no change in the ap_ab_ law after

_suance of Ihe Refunding Bonds. Fuahe_ Bond Counsel exp_sses no o_on as to any _deral, Stme or Ioc_
tax law consequences with _speo to the Refunded Bonds or the Fiscal 2002 D, E and F Bond_ or the in_

thereo_ if any action is taken wi_ respect to the Reining Bonds or the _scal 2002 D, E and F Bonds or the
proceeds _e_of upon the advice or approval of other counsel.

CONTINUING DISCLOSURE UNDER SEC RULE 1_c2-12

To _e ex_nt that Rule 15c2-12 (the "Ruk") of _e Secuht_s and Exchange Commi_n ("SEC") under

_e Secufit_s and Exchange Act of 1934, as amended (the "1934 A_"L wqui_s the Underwfi_ to determine,
as a condition to pu_ha_ng the Rein&rig Bonds, th_ the A_hori_ will covenant to _e effe_ of _e provi_ons

he_ summarized (the "Undeaa_ng"), and _e Ru_ as _ aphid is au_ofized by a _dcral law that as so
con_rued is within the powe_ of Cong_, the Au_ofi_ agrees with the _cord and benefici_ owners _om time
to time of _e Refunding Bonds or the _scal 2002 D, E and F Bonds _d_oNd5 _e "Bondholder") th_ it
will:

(1) w_hin 240 days after the end of the 2002 _scal Year and each subsequem _scal Year, deliver to
each nation_ _cognized mun_ securities in_rmm_n mpofi_ and to any New York Stme
informm_n depofitory, core financial mformm_n and operating dma for the prior Fiscal Yea_ including

(i) the Sysmm's au_d financi_ _memen_, prepared in accordance with gener_ acceded accounting
principles in ef_ct _om time to time, and (ii) mmeri_ hi_ofical financial and oper_mg d_a concerning the

Sy_em and _e Revenues of the Sy_em generally of the _pe included in ANNEX E in this Offid_
Smmment under _e captions "CAPITAL IMPROVEMENT AND FINANCING PROGRAM_'
"FINANCIAL OPERATIONS," "'RATES AND BILLING" and "THE SYSTEM;" and
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(2) proHde in a fime_ manne_ _ each nation_ _cog_zed munidp_ securities infonnaEon

_pofi_ cr _ _e Muscat Secufit_s Ru_making Bowd, and _ _ny New Yerk State information
depo_, n_e of any of _e following even_ wi_ _spect to _e Reining Bonds and the _scal 2002
D, E and F Bond_ _ m_ed_:

_) princip_ and ime_ paymem ddinquenc_s;

(b) non_aymem _lated de_;

_) in _e ca_ of c_dit enhanceme_ _ is prov_ed in conne_n wi_ _e i_uance of _e Reining
Bonds or _e Hscal 2002 D, E and F Bond_ unschedu_d d_ws on such c_di! enhanceme_ _flecfing

finano_ _fficu_es and substi_fion of c_dit prov_e_, cr _e_ failure _ perform;

(d) unscheduled d_ws on de_ service _es _flecting finand_ _ffic_t_s;

(_ adverse o_ons or even_ affecting the exclusion from gross income for _de_l _come tax
purposes of ime_ on the Reining Bonds or _e _scal 2002 D, E and F Bonds;

(_ morticians to righ_ of secu6_ h_de_;

_) bond c_ls;

(h) de_asanee_

(D rdease, substi_t_ or s_e of prope_y _cufing _paymem of _e securities;

_) truing changes: and

_) failu_ by _e Au_ori_ lo comfy wi_ c_use (l) above.

The Au_od_ expec_ to prov_e _e _formation described _ clau_ (l) above by dd_ering its fir_ bond
offiO_ sm_mem _m _dudes i_ finan_ _eme_s _r _e p_ce_ng fisc_ yew.

Cu_em_, _e_ _ no New York State information deposi_ and _e nationally _cog_zed mu_op_

securities information repofi_ries we: Bloomberg Mun_ Repofi_, P.O. Box g4_ Princoon, New Je_ey
08542-0840: Kenny Information Sys_ms, Inc., 65 Broadwa_ 16_ Hoo_ New York, New York 10006;
In_ive Dam, A_n: Repofi_ty, 100 W_m S_eet, New York, New York 10038_ and DPC Data Inc.,
One Executive Ddv_ Fort Lee, New Je_ey 07042.

No h_der of a Refun_ng Bond or of a Fi_ 2002 D, E or F Bond may institute any suiL act_n or

proceeding m law or _ eq_ ("Proceeding") for _e enfo_emem of _e Unde_aking or for any _medy for
breach _e_o_ un_ such Bondh_der has fi_d wi_ _e Au_ofi_ evidence of ownersh_ and a wfi_en n_iee

of and reque_ to cu_ such b_ac_ and the Au_ofi_ has not com_d wi_in a _asonab_ time; prov_e&
howeve_ _at any Proceeding ch_n_ng _e adequacy of any _form_n prov_ed pu_uam to pwag_phs (1)

and (2) above may be broug_ o_y by _e Tru_ee or the holders of a m_ofi_ in agg_gme pfinc_ amoum of
• e _sue of Reining Bonds or series of _ 2002 D, E and F Bonds affected _e_by which at _e time are
Ou_tan_ng. All Proceedings may be instituted only as specified herein, in the Federal or State coups loca_d in

the Borough of Manhattan, State and C_y of New York, and for _e equ_ benefit of _l h_de_ of _e
Om_an_ng Bonds benefited by the same or a substanti_ly sim_w covcnanL No _medy may be sought or
gra_ed _her _an speofic performance of _e covenant at issue.

Any amendmem _ the Undertaking will take effect only i_

(a) _e amendme_ is made in connection with a change in c_cums_nces _m arises from a change in

_g_ _q_mems, change in law, or change in the _enti_, nmu_. or sm_s of _e Au_ofi_ cr the Bo_d,
or _pe of bu_ness conduced; _e Unde_aking. _ amended, would have com_d wi_ _e _quircmen_
of _e Rule _ the dine of s_e of the Reining Bonds to the Underwfiter_ after taking into account any
amendmems or in_rpretm_ns of _e Ru_, as well as any change in d_um_ances; and _e amendme_ does

not mmefi_ imp_r _e _s_ of Bondh_de_, as determined by pa_ies unaffilimed wi_ _e Au_ofi_
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_uch as, but wiMout limhation, the Amhofi_'s financial advisor or bond counsel) and _e annu_ finand_

_rm_n co_n_g (if ap_a_ _e amended operating da_ or finand_ m_rmation will explain, in
narrative _rm, _e _ons _r _e amendmem and _e "impa_" _s _ wo_ is used in _e _t_r from _e

stuff of _e SEC to _e N_n_ A_ociat_n of Bond Lawye_ dated June 23, 1995) of _e change in the

_pe of oper_ing da_ or finan_ reformation being goaded; or

_) _l cr any par_of _e R_e, _ ime_d by _e _aff of the SEC g _e da_ of _e Unde_aking,
ceases to be in effect _r any reason, and _e A_hofi_ elects th_ the Unde_aking will be deemed
_rminated or amended (_ _e c_e m_y be) acco_y.

For pu_oses of _e Undertaking, a beneficial owner of a _cun_ includes any pe_on who, di_ or
m_ctly, _mugh any control, a_angemem, understanding, _lm_ns_p, or o_erwi_ h_ or sh_es inve_me_

power wh_h includes Me pow_ _ _spo_, or _ _ _e _spo_tion of, such _curity, su_e_ _ ce_mn
exception_ _ s_ _rth in the Undena_n_ Any assertion of beneficial owners_p mu_ be file_ wRh _ll
documemary suppo_ _ part of _e wriuen _que_ _ the Au_ofi_ de_fibed abo_e.

RATINGS

The Reining Bonds have been r_ed "AA" by _and_d & Poor's R_ings Serv_es, "AA" by H_h, Mc.

and "AaT' by Moody's Inve_o_ Se_ Inc. Such ratings refle_ only _e v_ws of the _specfive rating
agenc_s. &ore w_ch an ex_an_n of the _gnificance of such ratings may be o_ne& There is no assurance
Oat any or _1 of such ratings will continue _r any given period of time or th_ any or all will not be mfi_d
downw_d or wi_dmwn enfirel_ Any such downwa_ _fidon or wi_dmw_ cou_ have an adve_e effeo on
• e m_ket price of Me Reining Bonds and _e Esc_ 2002 D. E and F Bonds.

UNDERWRITING

The Underw_ ha_ j_n_y and _ral_ ag_e_ su_e_ _ _n_n condifion_ to pu_h_e _e Reining
Bon_ _om _e Au_o_y _ a pri_ w_ch is I_s _an _e I_ d _e inhi_ offering pri_ T_ Underw_e_'
obligations _e su_ea m _n_n con_fio_ p_cedem, and [hey will be o_igmed m pu_h_e all of _e Reining
Bonds if any of _e Reining Bonds _e pu_h_e& The Bonds may be of_d and sold to cen_n de_e_
finc_ng _e Underwriters and o_ de_s depofifing _e Reining Bonds imo _ve_mem trusts) and o_s
at prices lower _an such pubiic offering prices and such pu_ic offering prices may be changed, _om time to

time, by _e Underwrite. The Underwn_ have de_gnmed UBS P_Webb_ [_. _ _eff Re_e_nmfive.

VERIFICATION OF MATHEMATICAL CALCULATIONS

The Ar_gage Grou_ Inc., a pro_sfion_ firm spedali_ng in _ba_ and verification c_culat_n_ has
verified the accuracy of (i) _e arithmetical and mmhemm_ computations concern_g the adequacy of the
amounts inve_ed and to be _ves_d in the Guaranteed Inve_mem Conwac_ and he_ under the Crossover

Res_mions to meet the antic_ed _demption price and in_ on _e Refunded Bonds oL a_uming payment
by the Authori_ of _e amours _qui_d to be pa_ by iL to redeem the Re.riding Bonds on _e Tender D_es
as described above under _e head_g "PLAN OF FINANCE" and (ii) _e ma_em_ computat_ns of the
yield on the Refun_ng Bonds. Such verification of the an_metical accuracy of _e mmhem_al compm_ns
is based upon informmion and assum_ions supped by the Au_ofi_.
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LEGALITY FOR INVESTMENT AND DEPOSIT

Under the A_, the Bonds of the Authority arc securties in which all publ_ offi_s and bodies of _e Sta_

and _I mun_ip_itie_ _I insurance compan_s and associations and other pe_ons carrying on an _surancc
busines_ _I bank_ bankc_, tru_ compares, savings banks and savings association_ including savings and loan

&_socimions, _ve_ment compan_s and other pe_ons carrying on a banking bu_ncs_ and administrator_
guardian_ executor_ tru_ees and other fidu_aries and all others pc_ons wh_soeve_ who are now and may
hereafter be authorzzd to inve_ in the Bonds of the Au_o_ty or obligations of the Stme, may properly and
legally invest funds inc_ding ca_tal in their control or belonging to them in such Bonds of the Authority. The

Act fu_her pro_des th_ the Bonds of the Aulhofiw are secufi6es which may be deposed with and may be
rec_ved by _I pu_ office_ and bodes of the S_ and _I mu_p_h_s for any purposes for which _e

deposit of bonds or other obl_ations of the State is or may hereafter be authorized.

_INANCIAL ADV_ORS

Lamont _nan_ Sc_ic_ Co_orat_n and _ami_ & Co., Inc. have served as finan_ ad_ to the

Authofi_ with _spect _ the s_e of _e Re_nding Bonds.

APPROVAL OF LEGAL PROCEEDINGS

The issuance of the Rein&rig Bonds is su_e_ to the _ of kg_i_ by Nixon Peabody LL_ New
York, New Yo_, Bond Couns_. Ce_n leg_ m_ will be passed upon _r the Ci_ and the Bo_d by the

Ci_'s Corporation Counsel. Certain l_al m_ will be _ upon _r the Underwr_ _y Wfilkie Farr &
G_gheL New Y_k, New YoA.

NEW YORK CITY MUNIC_AL WATER
HNANCE AUTHORITY

By: _/ MARK PAGE

Mark Page
Execu_ve D_ector
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ANNEX A

DEFINITIONS

The fol_w_g _e definhions of cen_n of _e _rms defined herein or in _e Cro_ov_ Res_n and used
in this Offi_al Stmemem.

Act means the New Yo_ Ci_ Municip_ W_er _nance Au_ofi_ A_ con_h_g Title 2A of An_ 5 of
the Pubic Amhofities Law of the _e. as amended.

Agmement means _e HnancMg Ag_emem, dined _ cf July !, 1985, pu_uam _ Section 1045-i of _e Act,

by and among _e Amhofi_, the Boa_ and _e Ci_, as amended prior to the dine of _e Crossover Reso_fion

and as _e same may be further amended and supplemented.

Au_od_ means _e New York CRy Mumc_ Wm_ Finance AmhonW, a body corpora_ and poise
constituting a public benefit corporation crea_d and emm_g under and by virtue of the Act.

A_horized Newspaper means The Bond Buyer or any o_er newspaper of gen_ d_dafion or financiM
joumM prin_d in _e English language and custom_ily published _ _a_ once a day _r m _a_ five days (other
than leg_ h_ays) in each calendar week in the Borough of Manhattan, Ci_ and State of New York.

Au_or&ed Rep_senm_ve means (i) in the case of bo_ _e A_hofi_ and _e Bo_d, the _spective
Ch_rman, Execmive Di_cmL T_asureL Depu_ T_as_en Sec_tary or A_istam Secreta_ or any other person
au_ofized by _s_ufion of _e A_hod_ or _e Bo_& as _e case may be; and (ii) in _e case of the Cir. _e

Mayor, unle_ a diffemm city o_ciM is defignmed in _e Crossover R_ution or in a Sup_ememM Restrain
m perform the act or sign the document in que_ion.

Board means _e New York City Wa_r Bo_d, a body corporate and p_it_ consthuting a corporate

mum_p_ in_mentali_ of _e Stme cmmed and existing under and by virtue of the Act.

Bond Counsel means Nixon Peabody LLP or any attorney or a law firm, appoin_d by the Amhod_, hav_g

a nm_nal mputat_n in._e field of municipM law whom o_n_ns _e gen_M_ acceded by pushers of
muni_pM bonds.

Bondholder or Holder or any _mihr _rm, when used wi_ _mnce _ a Re_n&ng Bond or Bond_ means
any pe_on who shMI be _e _smmd own_ of any O_sun_ng Re_nd_g Bond.

Bond Payment Date means each d_e on which in_m_ or bo_ principal and in_ shall be due and
paya_e on Om_an_ng Reining Bonds acco_g _ _e_ respective terms.

Bus_e_ Day means any day which is not a Smu_ay, Sunday or a legM holiday in the Stme or a day on
w_ch ban_ng inflhufions chartered by _e State or _e Uni_d States of America _e legally authorized _ dora
in The Ci_ of New York.

Ci_ means The Ci_ of New York.

Code means _e _mM Revenue Code of 198& as amende& and the ap_a_e _gulat_ns _e_unde_

Co_ t( _suance Fund means the Fund so designmeC cmmed and e_abl_hed pu_uant to _e Cro_over
Resolution.

Crossover Reso_t_n means, when used in connexion with _e 2002 D Re.riding Bond_ the 2002 D
Crossover Resolufiom when used in connexion with _e 2002 E Reining Bonds, the 2002 E Cro_over
Resolution and, when used in connection whh _e 2002 F Reining Bond_ _e 2002 F Cro_over Res_n,
in each case as from time to time amended or sup_emen_d by Supp_menml Resolutions in acco_ance with
t_e _rms and pro_ons the_o_
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DTC means The Depo_ry Trust Company, New YorL New YoA, a limi_d purpose trust company

o_anized under _e laws of _e State, in iu capaci_ as securifes deposito_ for _e Reining Bonds and i_
successor or succe_o_ and any other emi_ wh_h may at any time be sub_i_d in i_ _ace as securities
depo_m_ _r _e Reining Bonds pu_uant to _e Crossover Res_n.

Elig_ lnvestmen_ means:

(i) di_ o_ations o_ or o_ions _e pfindp_ of and in_ on wh_h _e uncon_fion_
gu_a_eed by, _e Uni_d States of Amefic_

(ii) o_igadons _ wh_h the full fai_ and cre_t of the Uni_d States _e _edged;

(iii) o_ions of any agency, instrumentali_ or corporation of the Uni_d States of America which
(at _e time such inve_mem is madO is rated in _c h_he_ rating c_ego_ by S&P and Moody's (and
_h, if _en ra_d by Fish) and _ approved by the Au_ori_;

0v) investment ag_emen_ or guaranteed investmem commas wi_ any finandal in_itm_n whose
se_or long _rm de_ obl_ation_ or whose o_ions under such an inve_mem ag_ement or guaran_ed

_vestment comracL a_ guaranteed by a finan_fl institut_n whose _nior long term debt o_ig_n_ have
a r_ing (_ _e time such ag_eme_ or contract is ended i_o) at lea_ "AA" and "Aa2" by S&P and
Moody'_ _spective_ (and "AA" by Fish, if _e provider is _en rated by _h): prodded, howeve_
that if _e pro_der of such an _ve_me_ ag_emem or guamn_ed inve_mem contract is r_ed lower than
• e h_he_ rating c_egory by S&P and Moody's (and _h, if _e provider is then r_ed by _h), such

_vestme_ agreeme_ or guaranteed inve_ment contract shall be (x) c_mmlized at 105% of _e agreemem
or con_aa v_ue by securities of _e type de_fibed in clauses (i), (ii) and (iii) above, (y) such coll_er_
must be marked-t_mark_ by _e Tm_ee or a cu_o_an at least not _ss _an wee_y and (z) the Trus_e or
a custodian will Equ_a_ _e collateral securities if any reticency in the _q_d c_lateml pe_emage is
not _o_d wi_ five Bufiness Days of such v_uation; and

(v) _pu_hase ag_emen_ cCla_mEzed at 105% of the ag_emem value by securities de_ribed in
clauses 0_ 0O or Oil) above wi_ any _gistered broker/dealer or wi_ any dome_ comme_l bank whose
ion_rm de_ o_ions are _ted (_ _e time such ag_eme_ is emend into) at lea_ "'AA" and "Aa2"
by S&P and Moody'_ _specdvely (and "'AA" by Fish, if then rated by _h); prodded, howeve_ that
(1) a specific wduen _pu_hase agreeme_ governs the transaction, (2) the c_i_er_ is held, flee and c_ar
of any lie_ by _e Tm_ee or an _dependent _i_ party acting s_ely as agem for the Tru_ee, and such
_i_ party is _) a Federal Reserve Bank, or (b) a bank which is a member of _e Fede_l Depofit Insurance
Corporation and which has com_ned ca_tal, su_lus and un_v_ed pro_s of not less _an $25 million,

and _e Trustee shill have _c_ved wfiuen confirmation from such third party th_ _ h_ds such securities,
f_e and clear of any lien, as age_ for _e Tm_ee, (3) such coll_eml must be marked_o-m_ket by _e
Tru_ee or a cu_odian at least not less than wee_y and the Tm_ee will I_u_e the collateral _cufities if

any defi_ency in the _qui_d cCl_eral pe_emage is n_ _flo_d wi_in five Bufiness Days of such
vfluafion and (4) _e _pu_hase agreemem me_s _e g_d_es then ap_ica_e to such inve_mems of each

Rating Agency _en mfimfifing a rating on Om_an_ng Reining Bonds.

Fifty-fi_h Supplemental Resolution means the "_fi_fifih Sup_eme_ Res_n Amhofi_ng _e
hsuance of $105,635,000 Wmer and Sewer Sy_em Revenue Bonds, _sc_ 2002 Series F", adored on
Augu_ 23, 2001.

Fifty-fourth Supplemental Reso_t_n means _e "_fi_u_h Sup_ememfl Resolution Au_ofifing the
hsuance of $213,850,000 W_er and Sewer Sys_m Revenue Bonds, _scal 2002 Series E", adopted on
Augu_ 23, 2001.

Fifty-tMrd Supplemental Res_u_on means the "_fi_ffd Sup_eme_ Res_n Au_orifing _e
Issuance of $41,74_000 W_er and Sewer Sys_m Revenue Bonds, _scal 2002 Series D", adored on
Augu_ 23, 2001.
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First General Resolu_on means _e Wmcr and Sewer Syaem Gene_l Revenue Bond Res_ution adored
by he Au_ori_ on November 14. 1985, as amended and sup_emenmd in accordance _e_wi_ prior to _e

d_e of the Crossover Resolutions and as he same may be amended or supplemented in accordance _e_wah
and with the Cro_over Resolutions

Fi_t General Resolu_on Bonds means eider _e Amhority's Wa_r and Sewer Sys_m Revenue Bonds,
2002 Ser_s D. the Au_ori_'s W_er and Sewer Sy_em Revenue Bonds. 2002 Series E or the Au_ori_'s Wamr
and Sewer Sys_m Revenue Bond_ 2002 Series F _ be issued on each Tender D_e in exchange for he 2002 D

Refun_ng Bonds, the 2002 E Reining Bond_ and he 2002 F Refund_g Bond_ _spective_.

First General Reso_t_n Supplemental Reso_on means, when used in conne_n wi_ the _sc_ 2002 D
Bonds, the _i_ Sup_emental Resolution, when used in conneo_n wi_ _e Hscal 2002 E Bond_ _e
_fty-fourth Sup_emem_ Restrain and, when used in conne_n wi_ the Escal 2002 F Bond_ _e H_fi_h
Sup_emem_ Resdmion.

First General Resoluron Truaee means the hank or trust company appoimed as tmuee pu_uam to H_t

Gener_ Resdution and having the duties, r_ponfibil_ and dghm provided _r in he Hr_ Gener_ Res_
and i_ successor or successors, and any mher corporation w_ch may at any time be substim_d in its _ace
pu_uant _ he H_t General Res_ution.

Fish means H_E inc. or any succ_sor _e_; _aces _ _h _e effective so long _ H_h is a Rating
Agency.

Lease means _e Ag_eme_ of Lease, dined as of July I, 1985, by and between _e Bo_d, as _ssee and _e
Ci_, as _o_ of _c Sy_cm. as amended prior _ he d_c of _c C_ov_ Res_n and _s he _me may be
_nh_ amended and supp_memed _ema_er.

Moody_ means Moody's Inve_o_ Se_e and any successor the_m; m_nces _ Moody's are effectNe
so _ng as Moody's is a R_ing Agency.

Ou_mn_ng when used _ reference _ Refunding Bonds. mean_ as of a part_ular d_e, all Reining
Bonds au_enficmed and defivered under the Cro_over Resolutions excel: (i) any Re_nding Bond cancd_d
by he Tms_e at or be_ such d_e; (ii) any Re_nd_g Bond deemed to have been p_d in accordance wi_ he
Crossover Res_utions; (iii) any Reining Bond in lieu ofcr in substitution _r wh_h anther Reining Bond
shall have been authem_ed and delivered pu_uam to _e Crossover Resolutions and (iv) Re.riding Bonds

_nde_d or deemed mnde_d in accordance with the provisions of the Crossover Resd_ns.

Proceeds Fund means _e _nd so de_gn_e& c_a_d and es_Nished pu_uant _ he Cro_over
Res_m_n_

Rarng Agency means each of _mh, Moody's and S&P _m has, at the _quest of the Au_ori_, assigned a
_ting to Outstan&ng Re.riding Bonds.

Record Da_ means the fi_t day of any c_end_ mon_ in which _e_ occu_ a Bond Payment Dam.

Redemption Pric_ when used wBh respe_ to any Refun_ng Bon& means _e prindpM amoum of such

Refun_ng Bond p_s the ap_ab_ premium, if any, paya_e upon _dem_ion _emof pu_uam to the Crossover
Res_m_ns.

Refunded Bonds means, when used in connection with the 2002 D Cro_over Resolution, $40,000,0(10

agg_gme pfincip_ amoum of the Amhori_'s 5.75% Wmer and Sewer Sy_em Revenue Bonds, _scal 1994
Series E mmuring on June 15, 202_ when used in conne_n wi_ _e 2002 E Crossover Resolution,

$210,650,000 agg_gme principal amoum of the A_hofi_'s 535% Wa_r and Sewer Sy_em Revenue Bonds,
Fiscal 1996 Series B, m_ufing on June 15, 2026 and. when used in connection w_h the 2002 F Crossover

Res_m_ $100,000,000 agg_gme principal amoum of the A_hofi_'s 5.80% W_er and Sewer Sy_em
Revenue Bonds, _scal 1997 Series B, m_uring June 15, 2029.
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Refunding Bond or Bonds means, when used in connection wi_ _e 2002 D C_swver R__ the
Au_ofiW's C_s_v_ Reining Bond_ 2002 D I_ue, when used in conn_tion wi_ _e 2002 E C_ov_

Res_ution, _e Amhofity's C_ssov_ Re_nd_g Bon_, 2002 E Hsue and, when u_d _ connec6on wi_ _e
2002 F C_ov_ R_m_n, _e C_ov_ Reining Bend_ 2002 F Isle au_ofi7_d pu_ua_ _ _e C_ssover
Resdm_n_

S&P means S_ndard & Pools Ratings Se_ _ any succe_o_ _e_; _nc_ _ S&P sh_l _m_n

effective so long as S&P is a Rm_g Agency.

Sta_ means _e State of New Yore

Subordinated lndebtedne_ Fund means _e Subo_a_d lndeb_dne_ Fund e_abli_ed under and pu_aant

to _e _r_ Gene_l Resdufiom

Supplemental R_o_t_n means any _sdufion of _e Au_ofiW amen_ng or supp_menting the C_ov_
R_dm_n cr any Sup_emen_l Resdution adopted and becoming effective in _co_ance wi_ _e _rrns and
provisions of _e C_ov_ Reso_tions.

Tender Date means, wi_ _spect to the 2002 D Reining Bonds, June 15, 2004, wi_ _spe_ to the 2002

E Reining Bond_ June 15, 2006 and, w_h _spe_ to _e 2002 F Reining Bond_ June 15, 2007.

Trusme means _e bank er tru_ company appoin_d as Tm_ee _r _e Reining Bonds pu_uam _ _e

C_ov_ R_dm_ns and having _e dutie_ _spo_ibil_ and 6g_s p_v_ed _r in _e C_ov_
R_m_ns, and its successor or succe_o_ and any _her co_oration wh_h may at any time be subaim_d in

i_ place pu_uam to _e C_ov_ Resdufion_
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ANNEX B

SUMMARY OF CERTAIN PROVISIONS OF EACH OF THE CROSSOVER RESOLUTIONS

The following is a summary of ce_mn p_ons of each of _e C_over R_m_ns. Such summary does
not purpo_ _ be complete and _nce is made _ bo_ C_ov_ R_m_ _r _il and com_e_ _emen_
of such and all provi_ons. Defined terms used herein shall have _e mea_n_ _cribed to _em in Annex A.

Issuance of AddifionM Bonds by the Autho_ff

The Au_ofi_ _ _e fig_ _ i_ue bonds, n_es _ any _her o_ations pu_uant _ o_er and _p_e
_s_utions of lhe Au_ori_, so long as such bonds, no_s or o_er o_igafions _e nol en_ed to a ch_ge or I_n
on _e moneys and secufiti_ on deposit in _e _nds e_ablished under _e Crossover R_ution.
(Section 2.13)

Pledge of Crossover Reso_tion

The C_over R_ufion pro_d_ _r a _edge _ _e T_ee _ _cufi_ _r _e paymem of _e Reining
Bond_ su_e_ only _ p_visions of _e C_over R_ufion permitting _c apO_n of such p_dge: (i) _e
moneys and inve_men_ and earnings on such _vestmen_ he_ by the T_ee under _e Crossover R_n
and (ii) the moneys or securities on deposh in the Subor_n_ed _de_edne_ Fund exce_ _ such _edge of

the moneys or securities on depos_ in _e Subor_n_ed _de_cdn_s Fund shall be su_e_ and subor_n_e to
the pledge _e_of contained in (_ _e Amhori_'s (1) _t Gener_ Restrain, (2) W_er and Sewer Sy_em
Second General Revenue Bond R_ufio_ adored Ma_h 30, 1994, as amended and supplemen_d,

_) Comme_ial Paper No_ Res_n (Series One), adored Octob_ 13, 1994, _ amended and sup_ememe_
_) Comme_i_ Paper Note R_m_n (Series TwO, adored Oc_ber 13, 1994, as amended and sup_emen_

_) CommerciM Paper No_ Res_uOon (Se_es Three), adored D_ember 1, 1994, as amended and
supplemenle_ (6) Comme_ial Paper N_e R_m_n (Sefi_ Four), adored December 1, 1994, as amended
and supp_men_d, _) Comm_c_| Paper N_e Res_ufion (Se_es _ve), adored Decemb_ 18, 199_ as
amended and sup_emen_d and _) Crossover Re_nding Bond Res_ution, 2001 E Issue, adored Ap_l 27, 2001
and (y) any _her _s_m_n of the A_hori_ pu_uant to which the Authori_ may au_orize and issue bonds or
no_s _cu_d by a pledge of _e moneys and secuhfies on deposit in _e Subo_ina_d _deb_dne_ Fund, if
such _s_ufion exp_s_y p_d_ _ _e _edge _eof is prior to _e Oedge of _e C_over R_u_o_ The
pledge of the money or _curi_ on deposit in _e Subo_in_ed Indcb_dne_ Fund secu_ng the Reining

Bonds sh_! be of equ_ p_ority and _nk wi_ the pledge of the moneys and securities on deposit in the
Subo_in_ed _deb_dne_ Fund e_a_hed by (1) _e Amhofi_'s C_over Reining Bond R_
2002 B Issue, adored Augu_ 3, 2001, (2) the A_hori_'s Crossover Re_nding Bond Res_ution, 2002 C Issue,
adored Augu_ 3, 2001 and (3) any _h_ _s_n cf _e Au_ori_ pu_uant _ wh_h _e Au_ofi_ may
au_orize and issue bonds or no_s _cu_d by a pledge of _e moneys and securities on deposh in _e
Subo_in_ed _de_edn_s Fund, if such _s_m_n exp_ pmv_ _ _e pledge _e_cf is on pari_ wi_

• e Oedge of _e C_ssover R_mion. Such pledge is v_id, binding and peffe_ed from _e time when _e
pledge _ches and the moneys and _ve_men_ and earnin_ on such inve_me_s and o_er _nds so _edged
shMI imme_a_ be su_e_ to _e lien of such _edge wi_ou! any phy_c_ delive_ _e_of or fu_her act, and
the lien of such _edge shall be v_id, binding and peffec_d as ag_n_ _l pa_es having clams of any _nd in
ton, conwact or _herwi_ ag_n_ _e Au_ofi_ i_espective of wh_her such parties have n_ice _eoL The
Re_nding Bonds sh_l be spe_ obfigations of _e Au_ofi_ payab_ so|_y from and _cu_d by a _edge of
• c moneys and inv_tmems and earnings on such investmen_ held by _e T_s_e and moneys and investmen_
held in _e Subor_n_ed Indeb_dness Fund.

(Section _01)

Es_hment of Proceeds Fund

A spe_al _nd de_gn_ed the "Proceeds Fund" is e_a_hed under _e Crossover Res_ution and sh_l be

held and m_ned by _e T_s_e. AH moneys _ any time deposed in the P_ceeds Fund shall be he_ in t_

_r _e benefit of _e H_de_ of Reining Bonds, but sh_l neve_he_ss be _sbu_ed, _loc_ed and aphid
s_e_ _r _e uses and pu_os_ prodded the Cm_over R_m_
(Seaion _02)
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Es_blishmem _ Cat of Issuance Fund

A specia _nd d_nmed the "Co_ of _suance Fund" is e_abh_ed under _e C_ov_ R_ut_n and
shall be held and marooned by _e Tmst_. Amoun_ on deposit in _e Co_ of Issuance Fund shall be u_d _o
pay the co_s rel_ing the au_orzat_n, offering, sac _d d_c_ of _e Reining Bonds. Amoun_ on deposit
in _e Co_ of _suan_ Fund may _ mves_d by _e Tms_e, upon wraen _c6on of an A_horzed
Rep_n_rv_ in Inv_tmem S_ufiti_ (_ such _rm is defined in _e _t Gene_l R_m_n). Any amoums
_m_ng on deport in _c Co_ of Issuance Fund after all co_s of issuance relating to _e Bonds have been
pMd _al, upon recei_ by _c Tm_ _ a wfi_en _ction of an Au_orized Rcpresemati_ of _e Au_ofiW,
be transfcwed to _e Con_m_Mn Fund e_ablished under _c _nt General ResMufion.

(Se_ion &03)

Application of Proceeds

If on the Tender Da_ _e _t Genera Resolution Bonds have been ddNe_d to the Tru_ee, the Trustee

sh_l, a_er mak_g provis_n for the paymem of ime_ due and paya_e on the Refun_ng Bonds on the Tender
Dine, window from _e Proceeds Fund an amoum of money equa to _e principal o_ and the ap#_abM

_dem_Mn premium on, _e Refunded Bonds _en outstan_ng and shMl pay such amoum to the _t Genera
Restrain Tru_ee for ap_icm_n in accordance wi_ _e pro_dons of _is paragraph, upon delive_ to _e
Tru_ee of a cenificme of an Amhodzed Rep_senm_ve of _e Au_od_, d_ed _e Tender Dm_ seuing forth or
_ing:

0) the agg_gme pdnc_a amoum of Refunded Bonds outstan_ng on such dine;

(ii) _e ap_able _demption p_mmm payaMe upon redemption of such RoUnded Bonds on the
Tender Da_;

(iii) _at _e Au_ori_ has given _e Fi_t General Res_mion Tm_ee i_evocable instructions _
puMish, in acco_ance whh _e pro_dons of _e Fi_t General ResdmMm a notre of _dem_ion to _deem
on _e Tender Dine _e Refunded Bonds then outstan_ng and _at _e Au_ori_ has given to the Fir_
General Resdufion Trus_e _e req_red wriuen n_ice _e_fon

0v) _at _e Au_od_ has delive_d to _e _t General ResMution Trusme _e documems _q_md
by _e _t General Resolution to be dd_e_d to _e _t GenerM ResMution Trus_e on or prior to the
ddivery of _e Fi_t General Resolution Bonds; and

(v) _m the Amhori_ has _ven _e Fi_t Gene_l Resdudon Tru_ee i_evocab_ inarucdons to
au_em_e and deliver _e Fint General Resdufion Bonds to the Tru_ee upon _cei_ of _e paymem to

be made pu_uant to the Cro_over Resdution.

The moneys so pMd to _e Fi_t Genera Resolution Tru_ee shM! be applied by it to _e redem_Mn on the
Tender Date of _e Refunded Bonds.

If on _e Tender Dam, _e con$fions to issuance of _e Fir_ GenerM Resolution Bonds have not been met
in accordance whh _e Cro_over ResMmMn, _e Tru_ee shMl apply the amoums on depos_ in the Proceeds
Fund, _g_her with o_er moneys _en _ be provMed by the Amhod_, to the paymem of the Redem_n Price
of the Refunding Bonds #us accrued in_ m such da_.
(Section _04)

Payment of PHn_p_ and Inter_t

The Au_ori_ h_ covenanted in _e Cm_o_r R_n _ p_ _ c_ m be p_d, _om the _u_
#edged m _e paymem _e_oL the pfin_pM _ Redem_Mn Pri_ _ and in_m_ on eve_ Reining Bond on
the dines and at the pl_es and _ the manner mentioned in the Reining Bonds _coMing to _e tree inmnt and
m_ning the_o_
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The Tru_ee shMI, on each dine on wh_h imere_ on the Refunding Bonds is payabM, pay from the Proceeds
Fund to the pe_ons emhMd thereto the inmre_ on Ou_mn_ng Refun_ng Bonds payaMe on such dam.

If on any Bond Payment Dine or on the Tender Dine, there are _suffident moneys on deposh in the
Proceeds Funds to pay the pdnc_M or Redemption Price and inmre_ due and payaMe on such dine, the Tru_ee

shMI submR a walden req_sition to the Authority and the Fi_t GenerM Resolmion Tru_ee which _q_sition
shMl set forth the amount on deport in the Proceeds Fund and the amoum of the paymem due on such dam.
Upon _cei_ of such a _q_sition, an Authorized Representation of the Au_od_ shall instru_ the Fi_t General
Resolution Tru_ee It transit from amounts on deport in the Subordinmed lndeMedness Fund, su_e_ It the
pledge of Crossover Resolut_n summarized herein under the ca_n "Pledge of Cro_over Resohfio_" to the
Tru_ee an amount equM to the deficiency s_ forth in the _q_don.
(Sections _04 and ZOI)

Mandatory Tender

The Refunding Bonds shall be subject to mandatory _nder on the Tender D_e by the Holders thereof (i) in
exchange for the Fi_t General Reso_6on Bonds or (ii) if such _r_ General Resolution Bonds have not been
d_ivered to the Trus_e on the Tender Date, for redemption on such Tender Dine at a Redemption Price equal to
the principal amount thereof plus accrued inmre_ to such Tender Date. All Refunding Bond_ whether or not
su_endered on or prior to the Tender D_c. will be deemed tendered on such date.
(Section _01)

Covenant as to Resciss_n, Repe_ or Amendment of Fi_t General ResMut_n Supplemental Resolut_n

The Amhofi_ has _ovenanted in _e Cro_cver Restrain _m Ffior to the Tender Dine or the dine on wh_h
no Refunding Bonds are Ou_n_ng the_under it will not rescind or repeal the _r_ Gene_l Res_mion
Sup#ememM Res_mMn pursuant to whkh the Fi_t GencrM ResMmMn Bonds are to be issued.

Exce_ as provMed be_w, and su_e_ to _e fights of hoMe_ of notes and bonds issued pursuant to the
Fir_ GenerM ResMm_m the Amhofi_ has covenanmd n_ to modi_ or amend the _t Gene_l ResMm_n or
• e Fir_ GenerM Res_ution Sup#emental ResMm_n pursuant to wh_h the Fi_t General Res_mMn Bonds a_
to be issued in any manner that _qui_s the conse_ of the h_ders of any pc_entage in princ_M amoum of MI
no_s and bonds ou_tan_ng under the Fir_ GenerM Restrain or in any manner thin _qm_s the consent of
any pe_en_ge in principal amount of the _t General Restrain Bonds if the _r_ General Restrain Bonds
we_ then outstan_ng.

N_ther the _r_ Gene_l Res_ution nor the _r_ GenerM ResMm_n Sup#ememM Resolution pu_uant _o
which the _t GenerM Resolution Bonds are to be issued shall be amended or modified in any manner wh_h
would _qui_ the consent of h_de_ of MI outstan_ng no_s and bonds issued the_under unless the consent
thereto of at lea_ the pe_entage in pfinc_M amount of the holders of such notes and bonds, compumd in
accordance with beMw, _qM_d by the _t GenerM Resolution to be oMmned, has been obta_ed; provided,
howeve_ thin no mo_fication or amendment which adv_sely affects the souse of or secufi_ for payment cf
only the Fir_ Genes! Res_mion Bonds shMI be made withom the consent of the H_de_ of all Out_an_ng
Re_ndmg Bonds. No amendment cr modificmMn of the _t Gene_l Reso_fion or the Fir_ GenerM Res_ution
Sup#emen_l Res_ufon pu_uant to which the _t Geeeral Restrain Bonds am to be i_ued w_ch. if the

First General Res_mMn Bonds we_ then outstanding, would _qui_ the consent of hMde_ of outstanding Fir_
Gener_ Resolution Bonds, shall be made unless the consent the_to of the H_ders of a pe_en_ge in pfin_pM
amount of On.rending Rc_ndMg Bonds at Ma_ equM to the pe_enmge in principal amount of ou_mndmg _rst
GenerM Restrain Bonds the consent of the hoMe_ of wh_h is _qui_d by the Fir_ GenerM Res_ution to be
o_Mned, has been oM_ne_

In computing the principal amoum of notes and bonds outstan_ng under the Fi_t General Resolution for
the purposes of tMs se_ion, a pfin_pM amoum of _t GcnerM Res_ufion Bonds equM to _e pfin_pM amoum
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of Re_n&ng Bonds then Om_an&ng sh_l be deemed to be om_an&ng For purposes of this section, in

computing _e pfinop_ amoum of no_s and bonds ou_mn&ng under Me First General Res_ufio_ Me consent
of the h_de_ of which have been obtained, _e prinopfl amoum of Oms_n_ng Re_nd_g Bond_ Me consent
of Me Ho_e_ of wh_h have been o_ne_ sh_l be included.

Nm_ng in Me Cromover R_ufion _h_! prevem _e Au_ofi_ from amending or sup_ememing _e Hr_
General Restrain or Me Fi_t Gene_l R_ufion Sup_ememfl Res_ufion pumuam _ w_ch _e Fimt Genes|
Res_ution Bonds are to be issued in any manner in wh_h Me con_m of h_de_ of notes or bonds issued

Me.under is not _q&_d or to prov_e for Me hsuance of no_s or bonds pursuant to Me _r_ Gener_
Res_ufion as profided Me_.
(Section ZIO)

Limitation on Addition_ First General Res_ufion Bonds

Un_m _ Me time _e Bonds are i_fiflly i_ued an AuMorized Representative of the Amhod_ has delivered
to the T_ee a ce_ificme to _e effe_ thin the _mt General Res_ution Bonds are "Reining Bonds" witch

Me meaning of the H_t Gener_ Res_ution and wi_ upon issuance on the Tender Da_ comfy wiM _e

profis_ns of the _r_ Gen_ Res_ufion apO_a_e _ Me _suance of "Re_nd_g Bonds" Memunde_ no no_s
or bonds shill be issued unless (i) Me same may be issued wi_out comOiance wi_ _e Hr_ Gen_fl Restrain,

(ii) _e same are issued in comO_nce wiM _e Er_ General Res_ufion or (iii) Me same may be issued in
acCordance wi_ Me _mt Gen_ Restrain assuming _r purpo_s of Me cMculation _qui_d _ made _emof

• m Me H_t Gener_ Resolut_n Bonds _e _en Om_an_ng and _ _e Refunded Bonds are no _nger

Ou_tanding.
(Section ZI2)

Investment of Proceeds Fund

Subseque_ _ _e i_fi_ inv_tment of _e mo_eys deposed in Me Proceeds Fund. Me Au_ori_ shall n_
invest or i_tru_ Me T_flee to inve_ moneys in.Me _oceeds Fund in any Eii_e lnvestmem _her Man Me
Guaranteed Investment Contact unless Me Authod_ obtains a report cf a firm of independent pu_ accountan_

veri_g the mmhematical accu_cy of the m_hem_ computat_n of _e adequacy of the money_ mmuring
prinop_ amoum and _ on such _i_b_ Inve_mems m pay 0) ime_ on _e Reining Bon&s _ _e
same comes due on and prior to _e Tender Dine, (ii) _e Redem_n Price of _e Re_nded Bonds paya_e on

• e Tend_ Date and (rid _g_h_ wi_ _h_ moneys _q_d m be p_v_ed by Me AuMori_, _suming paymem
on or prior to the Tender Dine by _e Amhori_ of the amoum _qu_ed by _e Cm_ov_ R_ufion to be p_d
by _e Au_ori_, the Redem_n Price of the Reining Bonds payab_ on the Tender Dine if the Hrg Generfl
Reso_tion Bonds have not been i_ued on _e Tender Da_.

(Section ZI3)

Mod_cation and Amendme_ W_hom Coment

N_wiM_an_ng any o_ pmfi_o_ of Me Cm_ov_ R_m_m the AuMofi_ may ado_ _ any time _
_om time _ time Sup_emem_ R__: (_ _ add ad_fion_ covenan_ and ag_emen_ of the Au_ofi_,
pmv_ed such ad_fion_ co_nan_ and ag_emen_ are not coneary to or inconsi_ent wiM _e covenan_ and
agmemems _ _e Au_ori_ confined in _e C_ov_ R_ufio_ (b) _ p_fibe _nh_ limi_t_ and

_s_io_ to be o_e_ed by the AuMori_ w_ch _e not contrary to or _confi_em wiM the _mi_t_ and
_s_cfio_ Me.on Me_ in effect; _) _ _end_ any right, pow_ _ pdfi_ge _se_ed _ _ con_rred

upon Me A_hoh_ by Me terms of _e C_o_r R_ution, p_vided _ the su_ender of such righL power or
pdfi_ge is not con_ary to or inconsis_nt with _e covenants and ag_emen_ of _e Au_ofi_ contained in _e
C_ov_ Resolution; or (d) _ confirm, as _her _ran_, any _edge under Me Cro_over Res_ and

Me _ection _ any l_n, c_im _ _edge _ea_d or _ be c_ed by _e p_fifio_ of Me C_o_r R_ufio_

of _y money_ obligations, _vestmen_ _ _nd_
(Se_n _01)

B-6



SupOementai Resolutions Effective With Consent of H_ders of Bonds

The pro_ons of be Cro_over Res_ufion may also be modified or amended at any time and _om time to
time by a Sup_emem_ R_ufion, su_e_ m me con_nt of be H_de_ cf Reining Bonds in accordance

win and su_ect to the Cro_over Res_utiom such Supflemem_ Res_ufion to become effective upon the filing
wi_ _e Tru_ee of a copy _e_of certified by an Au_onzed Rep_mntative of be Amhofi_.
(Section _02)

General Provhions R_ating _ Sup_emen_! R_ufions

The C_over Res_u_on shall not be modified or amended in any _spect except in _co_ance wi_ and

su_e_ _ _e _ov_ns of _e C_cv_ g_ution. Nothing com_ed _ me Cro_v_ Res_n _all affeo

or limit _e righ_ or o_ations of the Au_ofi_ to ado_, make, do, execute, _knowledge or deliver any
_solut_ act cr mh_ in_mment pu_uant _ the pmfi_ons cf be Cm_ov_ Res_m

A copy of eve_ Supp_menml Res_ufion fi_d with Se Tm_, shMl be _compan_d by an opinion of
Bond Counsd stating th_ such Supp_men_l Resolution has been ddy and law_l_ adored in _co_ance with

be Cro_ov_ R_d_ is au_cfized Cr perm_ed ty _e Cm_o_r R_n and is vM_ ard _ndi_g upon
• e Au_ofi_.

The Tm_ee is au_ofized to aece_ ddive_ of a ceaified copy of any Sup_ementfl Resdufion _ed to
and perm_ed or au_ofi_d pu_uam w _e Cm_over Res_ution and m make _1 _nh_ ag_emems _nd

stipulations which may be contfined _e_, and, in taking such action, be Tms_e shill be _lly V_d _

relying on be opinion of Bond Counsd _m such Supp_memfl Res_ution is authorized or permitted by be
_o_ons of the Cmsmver Resolution.

No Sup_ememfl Resolution charting _ modifying any ef _e ng_s _ o_afiors cf _e Tmaee sbMi
become effective wi_om be wfiuen consent of be Tm_e_

(Section _03)

Powers of Amendment

Any modification cr amcndme_ of be Cro_ovcr Res_u_on and cf be _gh_ and o_ations of be
A_hofi_ and of the H_d_s of _e Reining Bonds under be Crossover Resdut_n, in any part_ular, may be

made by a Sup_eme_M Res_ut_m wi_ be writmn contain given as prodded in _e Cro_over Restrain, of
be Hdde_ of m _st two-thirds (%) in pfindp_ amount of be Refun_ng Bonds Ou_mnd_g _ me time such
consent _ _ven; provided, howeve_ that if such mod_cation or amendment will, by i_ mrms, not take effect

so long as any Refun_ng Bonds of any speofied like mmufi_ _main Om_an_n_ be consent of the HoMe_

of such Refund_g Bonds sh_! not be required and such Reining Bonds shMi not be deemed to be Om_an_ng
for _e purpose of any c_culafion of Ou_mn_ng Reining Bonds under _e Cro_over Resdution. No such
modification or amendmem sh_l permit a change in me mrms of mdem_n or mmufi_ of the pfin_pM of any
O_an_ng Refund_g Bond or of any _smllment of in_te_ _eon or a _du_n in me pfin_p_ amount or

• e Redem_n P_ce thereof or in the r_e of in_m_ _emon wi_om _e consent of the Ho_er of such

Reining Bond, or sh_l _duce be percentages or _herwise affe_ the classes of Reining Bonds _e consem
of _e Hdd_s of w_ch is mqui_d to effect any such mod_cation or amendmen_
(Section 1_01)

Consent of H_de_ of Bonds

The Au_ofi_ may _ any time ado_ a Sup_emem_ Resolution ma_ng a mod_cation _ amendmem
perm_ed by be pro_s_ns of be Crossover Restrain to take eff_t when and as _o_ded in _e C_ov_
Reso_fion. A copy of such Sup_emem_ Res_ufion (or brief summary _e_of or _nce thereto in _rm

approved by the T_s_ _ge_ with a _qu_t to H_de_ of Reining Bonds _r _eir consent thereto in
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form s=k_ctory to the Trugee, sh_l prom_ after adoption be m_d by the Authod_ to the Hdde_ of
Refunding Bondg Such Sup_emem_ Res_mion shall not be effective u_ess and until (i) then sh_l have been
filed with the Tru_ee (a) the wrinen consen_ of H_de_ of _e pe_en_ges of Om_an_ng Refun_ng Bonds

spe_fied in and (b) an o_on of Bond Couns_ _m_g thin such Sup_ememM Res_ut_n has been du_ and
hwfugy adopted and find by the Amhori_ in accordance with the pro_fions of the Crossover Resolution, is
authorized or permitted by the Cro_over Resdution, and is v_ and _n_ng upon the Amhori_, and (ii) a
notre sh_i have been given as prov_ed in the Cro_over Resgufio_

Any consem _ven by a H_der of Refun_ng Bonds sh_! be binding upon the Holder of the Refunding
Bonds _ving such consem ant anything _ the Cro_over Resolm_n to the contrary n_withgan_ng, upon any

subsequent Hdder of such Refun_ng Bonds and of any Refun_ng Bonds issued in exchange the_for (whether
or not such subsequem Holder thereof has notre theft0. Such Sup_emental Resolution making such
amendment or modification sh_l be deemed conc_vdy _nd_g upon the Authofi_, the Trus_e, and the

HMde_ of MI Refun_ng Bonds upon the filing with the Trus_e of proof of the mMling of such notice.
(Se_Mn !_02)

The _rms and provisions of the Crossover R_m_n and the rights and o_ns of the Authori_ and of
the H_de_ of the Reining Bonds may be modified or amended in any _spe_ upon the adoption and filing
with the Tm_ee by the Authority of a copy of a Sup_emem_ Resolution ceaified by an Authorized

Representative of the Authot_ and the consent of the H_de_ of _I of the Re_nding Bonds then Ou_n_n_
such consent to be given as prodded in the Cro_ov_ Reso_tio_ exce_ th_ no n_e to H_de_ of Reining

Bonds _ther by m_ng or puMic_n sh_l be rcqui_d; pro_de_ howeve_ no such modification or
amendme_ sh_l change or modi_ any of the rights or o_ations of the Tms_e witho_ the wri_en assent
thereto of the T_s_e in add_ion _ the consent of the Reining Bondh_de_.

(Section 1_03)

Even_ of Default

Even_ of default under the Crossover Resol_n include: _ilure to pay the principal or Redemption Price

oL or an installment of intere_ o_ any Refunding Bond when the same shill become due and payab_; defau_
in the due and pun_u_ performance of any of the other covenants, conditions or agreemen_ contained in the
Crossover Resolution or in the Refunding Bonds on the part of the Authority to be performed and such defauR
shMl cominue for foay-five (45) days after wfiuen n_ice specifying such defadt and requiring same to be
remedied shill have been given 1othe Authority by the Tru_ee. which m_y _ve such notice in i_ discretion and
shall five such notre at the wriuen request of the Hdde_ of not less than a m_ofity in principal amount of the
Outstan_ng Refunding Bonds.
(Section !!.01)

Accderafion of Matud_

Upon the happen_g and continuance of any event of de_ult specified in the Cro_over R_n the
Tms_e may, and upon the wriuen reque_ of the Hdde_ of not _ss than a m_ori_ in pfinc_ amoum of the
Ou_tan_ng Rehn_ng Bond_ sh_l, by a notice in writing to the A_hori_, decide the principal of all of the
Omganding Reining Bonds and the in_ accrued the_on to be due and paya_e imme_mdy. At the
exoration of thirty (30) days from the _v_g of notice of such dedarat_g such princ_M and inte_ sh_l
become and be immediate_ due and paya_ If all dehuhs shall have been _me_ed to the sm_ho_n of the
Tm_ee, the Tm_¢e may with the wri_en con_nt of the H_de_ of n_ less _an a m_ori_ in prindp_ amount
of the Reining Bonds not then due by their _rms and then Omsmn_ng and by wfiuen notice to the Authofit_
annul such declaration and i_ con_quenccs.
(Se_n 11.02)
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En_ement of Remedi_

Upon the happen_g and continuance of any event of deh_t specified in Me C_ov_ Resolution, the
T_mee may _ocee& and upon _e wriuen _quem of _e Ho_s of n_ _ Man a m_ori_ in pfin_pM amoum
cf the Omgan_ng Re_nd_g Bonds shMI _oceed (upon _cov_g indemm_ _ i_ s_ishctio_, m _e_ and
en_e its figh_ and the fights of _e H_d_s of _e Rehn_ng Bonds under the laws of the State or under _e
C_ssover Resolution by such suits, a_ or speoal proc_dings in eqm_ or at hw as the T_s_e shall deem
most effecm_ _ _o_ and en_e stch rights.
(Section 11.03)

Limitation of Righ_ of lndividu_ H_ders of Bonds

No H_der of any of the Refun_ng Bonds shall have any fight to in_i_ any suiL action or proceeding in
equi_ or M law for the execution of any tru_ under the Cro_over ResoMfion, or for any other _medy under the
Cro_over Reso_t_ unless such Hdder prev_us_ sh_l have #yen to Me Tru_ee written notice of Me event
of dehuR on account of wh_h such suR, action or proceeding _ to be _g_um& and un_ss Mso _e Hdders of
not M_ than a m_ori_ in pfinopM amoum of the Outstanding Refunding Bonds shMl have made wfiRen _que_
to Me Tru_ee a_er the right to exe_ise such powe_ or rigM of action, as the case may be. shMI have accrue&
and shMi have afforded the Trusme a _asonabM oppo_uni_ either m proceed to exercise the powers g_nmd by
the Crossover Resdut_n or to in.Rum such action, suit or procee_ng in i_ or their name, and unless, also.
there shMl have been offend to _e Tru_ee reasonab_ secufi_ and Mdemn_y agmn_ the cos_, expenses, and
IMMlifies _ be incurred _erein or Mereb_ and the Tru_ee shM! have _fused cr ne#ec_d to comp_ with srch
requeM witch a _asonabM time.
(Section ! 1.0_

If thc Authofi_ shMI pay or cause to be pMd _ the H_den of MIReining Bonds then Om_di_, the
prindpM _ Redem_n Price Me.of and in_m_ _e_om m the times and in _e manna _pdm_ _in and
in t_ C_o_r R_m_m then. m _e _ _ _ Au_ _p_ in _ wfiuen _mem deli_d _
the T_s_ the pledge, covenams, ag_emems _d o_ o_g_s _ the Authofi_. and all _h_ rigMs g_n_d
by the Crossover R_Mm_n, to the Reining Bondholde_ shM1be __ _d s_. In such evenL the
T_ shall u_n the _queg of the Amhori_, execu_ and de_ver M! such _mmen_ to evidence such
_ha_e and s_sh_ and _e _ee shall pay over or driver to _e Au_ofi_ MI money_ securities and
_n_ held by it p_am _ _e Cm_ov_ _1_ wh_h _ n_ _qm_d _r the p_mem _ __ of
Re_nding Bonds not Me_o_ _Me_ _r such paymem or _m_. Such moneyL _ve_mems _d
securities so pMd or ddiv_ed shall be _l_d from _y _sL #edg_ lien, encumb_nce or _curi_ _m_g
c_a_d by t_ C_o_r R_oMtion.

Re_nding Bonds _r the paymem or _dem_n of which moneys shall have been set asMe and shMl be
held in _st by the Tm_ee (though depofit of moneys _r such paymem or _dem_Mn or othello) at the
mamh_ or __ da_ _e_of shall be deemed _ ha_ been _M _n _e meanMg and _M Me e_
exp_ed in the p_ag_ph a_ve. All Oms_nding Rehn_ng Bonds of any mMufi_ or a portion of a mmufi_
shall pri_ to _e mmufi_ or _dem_n da_ thief be d_med to have been pMd wR_n the m_ni_ and with
the e_ _p_d in Me p_ph a_ve if (i) in c_e _y _ _d Reining _s _ _ be _emed on _y
da_ prior to their mam_ Me AuMori_ shMl have given to the _sme imvoc_le in_m_M_ acceded in
writing by Me Tm_ m puM_h _ pmv_ in the C_o_r R_dufion n_ _ _m_ d s_h Reining
Bonds on stud _dem_Mn dine, (ii) there shMl have been _pofi_d with &e Tm_ O_ mone_, in an amoum
which shall be _oem, _ di_ct o_igm_ns of the Uni_d S_es of America the prinopM of and _m_ on
which w_n d_ will pmv_e monks wMc_ _ge_ _ t_ moneys, if _ _poM_d _th the Tms_e at Me
same time. shall be _oe_ m pay when due the pfincip_ or _m_ Price, if ap_ab_, and m_ due
and m be_me due on sMd Re_nding Bonds on and pfi_ _ the _dem_n dine or m_ufi_ dine the_oL as the
_ m_ be, and (iii) in the evem _id Reining Bonds _ n_ by _eir m_s _eo _ _m_ wRhin the
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nex_ succeeding sixty (60) day_ _e Au_ofi_ sh_l have given _e Tm_e¢, in form satisfactory miL inevocable
in_m_ns to publish, as soon as p_cficab_, at Last twice, m an in_rvM of n_ _ss _an seven (7) days between

publ_ation_ _ an Au_ofized Newspaper a n_e m _e H_de_ ef such Rehn_ng Bonds _ _e deport

requi_d by 0i) above has been made wi_ _e Tm_ee and th_ s_d Reining Bonds and coupons _e deemed
to have been paid in accordance wi_ the Crossover Reso_fion and _ing such m_ufi_ or redemption dine

upon w_ch moneys _e to be av_h_e for _e paymem of _e princQ_ or Redemp_on Price, ff applicabl_ of
and in_ on sa_ Reining Bonds. Nd_er di_ o_m_ns of _e Uni_d States of America nor moneys

deposited wi_ _e Trus_e pu_uam _ _e Cro_over Restrain nor prindpM or in_ payme_s on any such

• _ct obligations of _e U_d St_es of America sh_l be wi_d_wn or used for any purpose o_er _an, and
sh_l be held in trust foL _e paymem of _e pfin_p_ or Redem_n Price, if ap_a_ of and ime_ on s_d

Refun_ng Bonds; prodded, howeve_ _m any moneys _cdved from such prin_p_ or m_ paymen_ on
such di_ o_gations of _e Uni_d S_tes of Ame_ca depofi_d wi_ _e Tru_ee. if n_ _en needed for such
purpose, sh_l, _ the extent pracfica_ be reinvested in direct obligations of the United Sta_es of America
minuting m times and in amoums suffic_m _ pay when due _¢ princQ_ or Redemption Price, ff applicable, ef
and _ to become due on s_d Reining Bonds on and prior to such redemption da_ or m_uri_ d_e
_e_oL as _e case may be. Any _come or ime_ earned by. or _c_me_ t_ _e _vegment of any such

moneys so depo_ sh_l, to _e ex_ certified by _e Trus_e to be in excess cf _e amoums _q_d _o pay
the prin_p_ cr Redemption Pnc_ if applicable, and m_ on such Refun_ng Bond_ as _ed. be p_d to
• e Au_ori_ by _e T_stee free from any trusL pledge, _en, encumb_nce or securi_ in_ created by _e
Cro_ov_ Res_ution.

Anyt_ng _ _e Crossover Reso_fion m the contrary n_whh_an_ng, any moneys h_d by _e Tru_ee in
tru_ for the paymem and _harge of any of the Reining Bonds which _mfin unaimed for one _1) year
after the d_e when all of _e Reining Bonds have become due and paya_ eRher at thor _ed m_uri_

d_es or by cMl for earl_r _demption, if such moneys were held by the Tru_ee at such d_e, or for one (I) year
after _e date of deport of such moneys if depofi_d wi_ _e Tru_ee after such da_ when _l of &e Re_nd_g
Bonds become due and payab_, sh_l, at _e written reque_ of _e Au_ofi_, be _p_d by the Tm_ee to _e

A_hofi_ as _s abs_u_ property and free from trust, and _e Tru_ee sh_l the_upon be released and _scharged;
prodded, howeve_ that, befo_ being _quired m make any such payme_ m _e Authori_, _e Tru_ee may, _
the expense of _e Au_ority, cause to be pubHshed in an Au_orized Newspaper a n_ice _ such moneys
_m_n unclaimed and the, after a da_ named in such n_e, wh_h d_e sh_l be not less than thirty (30) days
after the dine of the fir_ pu_ation of such notice, the b_ance of such moneys _en un_med sh_l be _mrned
to _e A_hori_.
(Section 1_01)
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Tfini_ Hus Funding Compan_ LLC (_e "Company") is a speci_ purpose New York limi_d ih_
company R_ may issue _vestmem agreements, o_ debt. _pu_hase ag_emcn_ _hat have been de_gn_ed as
_vestmem Con_acN) and _milar com_cN (_e "_ve_me_ Con_a_f') _ tru_ee_ munic_ities and _h_
parties engaged in mun_ finance and oRer transactions. The Company may, conspire wi_ iN cu_ent
bufiness plans, issue hve_me_ Con_ac_ in an aggreg_e pfinc@_ amount of up to $9 _H_m Ce_n of Rese

Conua_s may prov_e for _bcation of speofic c_i_ m a defignmed C_lateral Agem. All lnve_mem
Con_acN w_ be secu_d oblgations of _e Company and will pay the holder of each Inve_ment Con_a_ a ra_

of _mm, as speofied _e_, wh_h is de,trained _ugh a bidding process wi_ competing investmem
ag_eme_ prov_ers cr through negotiation.

Pursuant _ Re Operating Ag_emem ef _e Company, b_ween FGIC MRCA Co_. ("FGIC MRCA"L _
non_ontrolling common member (_e "Non-ComroH_g Common Member'), and IC Funding Corp.
("IC Funding"L as contro_ng common member (in such capac_y, the "Con_oH_g Common MembeL" and,
_g_h_ wi_ _e No_Comrol_ng Common MembeL _e "Common Mcmbe_"L IC Fund_g and FGIC MRCA
have made ca_t_ contributions to the Company. In addition, the Company has r_sed equi_ by _e s_e of
$9_000,000 in agg_g_e l_dation p_nce of p_rred membe_hip i_e_s_ issued on June 23, 1997,
Augu_ 5, 1998, April l_ 1999 and September 19, 2000 _og_he_ Re "Om_an_ng Pre_ed Securities") in
priv_e _acemems _ mves_ _m we_ nm affiliamd wi_ _e Common Member.

Pu_uam _ _e _rms of _e C_l_ T_st and Security Ag_emem (the '_ecuri_ Agreement") between

the Company, Gene_l Electric Ca_t_ Corporation ("GE Capit_"_ as _t_r of _e_t agent and i_ agenL
and Banke_ T_ Compan_ as secufi_ t_s_e _he "Secufi_ T_stee"), the Company ufil_es the proceeds
from i_mng hve_mem Con_ac_ and Outstanding P_ed Secufit_s to pu_hase a po_fol_ of securities and
_her invegmems Ohe '_erm_ed hvemme_¢') th_ _e wi_in specified _ve_mem c_egodes and R_, taken

mge_er, s_is_ specified po_fol_ compos_on _q_mems app_ved by _e Moody's Inve_o_ Se_e Inc.
("Moody'f') _nd Smnd_d & Poor's Ratings Group ("S&_'). The Company i_en_s _ mmm_n an invegmem
po_l_ suffioe_ _ suppo_ payment, when due, of amoun_ due on _e hve_mem Com_c_, distrib_ns on
and _e _dem_n price of _e Omsmnding P_ed Securitie_ and _her co_s and expends of _e Company's
operat_n_ wi_ any _m_nder proving a _m m _e Common Member. As cf _e d_e h_eoL Re Company
h_ mo_ _an 300 Inve_mem Contracts ou_mn_ng _pr_enting an agg_g_e pfinop_ amoum in excess of
$6.3 billion.

As of December 31, 2000, _e Company had admiUed t_al asse_ of $5.7 billion _udi_, m_l Ih_fies
of $5_ _ll_n _udited) and tot_ capit_ and surplus of $105_ m_ion _audited) determined _ acc_dance wi_
audRing _and_ds gene_l_ acceded in _e U_d States of America. Co_es of _e Company's ye_-end
financial mmemems _e av_h_e wi_om ch_ge from _e Company.

Proceeds hdd in the Proceeds Funds wiB be inve_ed by the T_ee in _ve_mem agreemems _he
'_nve_me_ Ag_ememf') wi_ the Compan_ Moody's and S&P have assigned prog_m rm_gs of Aaa/P-!
and AAA/A-I+, _specfivd_ to Re o_g_ns of _e Company under iN inve_mem agreements so secured.

Nei_er of _e hve_mem Ag_emenN nor the Security Agreemem gu_an_ or _herwi_ prov_es _r payme_
of amours due on _e Rehn_ng Bonds in _e event of nonpaymem by _e Au_ori_.

The Company's executive offices _e locked _ l l5 B_adway, New York, New York 10006.

Commun_afions to _e Company may be _ed to Operat_ns ManageL telephone: (212) 312-3284.
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ANNEX D

FORM OF APPROVING OPINIONS OF BOND COUNSEL

_ptember ,2_1

New York Ci_ Munk_M
Wmer _nance AuMofi_

75 P_k Mace

New York, New York 10007

LadMs and Gemlemen:

We have exam_ed a _co_ of proceedings _l_ing to _e issuance of $41,745,000 agg_gam principal
amoum of Crossov_ Reining Bond_ 2002 D Issue (_e "Reining Bonds") of Me New York C_y Mu_dp_

Wmer Hnance Amhofi_ (Me "AuMofit_'_ a body corpo_te and poetic constituting a pubic benefit
corporation, c_med and e_ing under and pursuant _ the Constitution and statutes of the State of New Yo_,
inc_&ng Me New Yo_ City Mu_c_ Water Hnance Au_od_ Act, being Title 2A of Article 5 of Me Pu_

AuModfi_ Law of Me State of New York, _ amended (w_cE _geM_ wiM Se_n 1046 of Me Pu_
Amhofities Law of Me State, is _ed m he_in as _e "Ac_').

The Re_nding Bonds _e issued under and pu_uam to Me A_ and the C_ov_ Reining Bond
Resolution, 2002 D Issue of _e AuMofi_, adored on Augu_ 23, 2001 (_e "Crossover Res_ution"_
Cap_ed terms used herein and not _herwi_ defined have the meanings given to them in Me C_ov_
Resolution.

The Reining Bonds _e d_ed September 11, 2001 and matu_ on June 15 in each of Me years and in Me
pfinop_ amoums, and be_ im_e_ at the _spective rates per annum _t _h be_w:

Pri_ip_ Pdndp_
Y_r Amou_ Ra_ Y_r Amount Ra_

2005 $80,000 3.000% 20 !4 $ 11_000 4.400%
2006 85,000 3.250 2015 115,1300 _500
2007 85 _00 3.400 2016 125,000 4.600

2008 90,000 3.600 2017 13_000 4.700
2009 95,000 3.750 2018 135,000 4.800
2010 95,000 3.800 2019 140,000 4.900
2011 100,000 3.875 2020 15,145,000 4.750
2012 105,000 4. !00 2020 25,000,000 4.900
2013 110,000 4.300

Interest on Me Reining Bonds is payab_ on December 15, 2001 and _miannually _e_afler on June 15
and December 15 in each ye_.

The Re_nd_g Bonds are _suab_ in Me _rm of _lly _stered Bonds in _e denomination of $5,000 or
_gr_ multi_ _e_oL The Reining Bonds _e numbe_d "02D- ", fol_wed by the number of Me
Reining Bond. The Reining Bonds are numbe_d con_c_ivdy from one upw_d.

The Reining Bonds _e being issued m prov_e moneys _r the _dem_mn on June 15, 2004 of a portion
of the A_hodty's Water and Sewer Sy_em Revenue Bonds, Hsc_ 1994 Series F (the "Rdunded Bonds").
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Be Reining _s _ payab_ s_y _m _d _cu_ by _e moneys _d _ _ve_me_s held or
s_ a_de under _e Cro_over Re_fion and moneys on de_ in _e Su_in_ Indeb_dness Fund

e_a_ished under _e Au_o_y's Wa_r _d Sewer $_em Revenue Bond R_u_on, ado_ No_m_r 14,
1985, as _d and sup_emen_d _e "'_ G_e_ _s_"_ w_ch _ _ged to _cu_ payme_ of

• e p_nc_ _d _dem_ion p6ce of and ime_ on _e Reining Bond_

_e Au_o_ W h_ au_o_d _e _u_ of i_ W_er _d Sewer Sys_m Revenue Bonds, _ 2_2

Se_es D _e "_ _2 D Bon_") _r _ _ _ _ _ _ _t Gene_ Red,don _d _e
Au_o_y's __ __ _s_ Au_od_ng _e _m_ of _!_5,_ Wa_r _ Sew_
Sy_em Revenue Bo_, _ 2_2 Series D ado_ Augu_ 23, 2_1 _e "_d S_n_
R_ufion" and. mge_ wi_ _e _ G_e_ Resolution. the "__"_

Be Res_utions _ui_ _ _e _ 2_ D Bonds _ au_entic_ed md d_ive_d on June 15. 2_ if
ce_n conditions _ _tisfie& Be _ 2_2 D Bonds will m_u_ _ the times _d in _e pdndp_ amoum_

If _e _ 2_2 D Bon_ _e i_u_ on Ju_ 15. 2_. _e _d_g Reining Bon_ _e m _

_d _r _e _sc_ 2_2 D Bonds of _e s_e pdnc_ _ounk m_ud_ da_ _d _m_ _m. _1 as
p_d_ in _e Crossover R_ufio_ _d _m _d _er such d_e, _e Reining Bonds will no _nger _
_m_g and h_de_ of _e Re_nd_g Bonds _fi have no dg_s wi_ _s_t _e_o _er _ to _c_ve
_sc_ 2_2 D Bon_ in _ _ If _e _sc_ 2_2 D Bonds have not _n issued on June 13. 2_.
_ __ __ _s will _ _e_d _ _ _e _ a r__ _ _u_ _ _ _
_ou_ _e_o_ _us _cm_ ime_ _ _e d_e of _demp_o_ _d _m _d a_r _ch d_ the Reining
Bonds _11 c_ to _ _ _d _e h_de_ _e_of will have no fig,s wi_ _s_ _e_ other th_ to

_c_ve p_mem _ _ __ pfi_ _eo_

Be pmc_ of _e Reining Bonds will be _s_d in _ _s_e_ _e pdnc_ d _d _
on which will _ _c_ _ p_ _e ime_ on _e Reining Bon_ _ h b_om_ due _ _d induing
June 13, _ _, _ _ _ 2_2 D Bon_ _ n_ _su_ on such d_e, to pay, _g_er w_ _er moneys
then to _ p_v_ by _e Au_o_ _e _demption price of _e Reining Bonds on June 15, 2_. _ _e
_sc_ 2_ D Bonds _ _, _e pdnc_ md ime_ on such El_e _s_ will _ _ed to _e
_demption of _e Re_d_ Bond_

_e _ 2_ D Bonds _ _ of an issue of _nds of _e Au_od_ (_e "Bond_') which the Au_od_
h_ c_med under the te_s of _e R_I_ md is au_odzed to issue _m time to time _r _e pu_s

_d_ _ _ _t _d _ _ _ __ _ _n _ e_L md w_ fi_m_n _ _ _m
exce_ as _ov_ in _e _m Gene_ R_u_on or as may _ ii_t_ by law. Be _sc_ 2_2 D Bon_ _
_ing issued _ _ p_ _t _ in _e Reso_fionm

_umt m _e A_. _e New Yo_ _y Wm_ Bo_ (_e "_"), a pubfic _nefit __ of _e
_me, _ md _i_ng und_ _e laws of _e S_e. and _e _ of New Yo_ Ohe '_'% a mu_c_

__ of _e S_, have eme_ into a _ ag_emen_ d_ as of July 1, 1985, as _d (_e
"_"), w_by _ B_ h_ I_d _e New Y_k Ci_ Wm_ _d Sew_ Sys_m _om _e Chy _r a t_
ending on _e d_e on wh_h _1 _nds, notes or other _i_s of the Au_o_y have _n p_d in _ll or

p_don _r such payme_ sh_l have _en made in __ with _e _m_ under which _ey _
_u_. _m _ _e Act. _e Au_od_, the Bo_ _d _e City have ended into a fina_ing ag_emem, d_ed
_ of J_y 1, 1985. as _end_ (_e "_nmd_ Ag_eme_'_ _l_ng to, among o_er _ings. the finmd_ of
Wa_r _ec_.

_e Aunty _ _od_ _ issue Bond_ _ ad_on to _e _sc_ 2002 D Bond_ only u_n the _s
_d conditions _t _h in the _t Gene_l Restrain, _d such Bond_ when issued, sh_l, wi_ _e _sc_ 2_

D Bonds and wi_ _l o_ such Bonds _e_ issued, _ _fiO_ to _e equ_ _fi_ pm_n md _ud_

of _e p_s_m, _nm_ and ag_emen_ of _e _ Gener_ Res_u_on.



We _ of _e op_n _a_

i. Re Au_o_y is a My _e _ _itic constituting a pu_ knefit __ of _e Stare, duly

c_med _d exi_g under the laws of _e S_e wi_ _e fight and law_l au_ofi_ and _wer to ado_ _e
Cm_o_r __, _e _m Gene_ _s_ _d _e _y_ S_flem_ R_utio_ m i_ue _e
_fl 2_2 D Bon_ and _ emer imo _e _nan_ng Ag_emem.

2. _e _ G_e_ _mmn _d _e _fi_ Sup_emem_ R_m_n h_e k_ duly _d _w_l_
ado_ed by _e Amho_ _ in _ll _e md e_ md _ _c MgM, v_M and Mn_ng agmemenu of _e
Au_o_y cn_c_ in __ _ _eir _s. _c _t _ R_m_n _d _c __

_p_em_ Res_ufion create _e vflid, _n_ng _d _ pledges Key pu_on m c_me of _e Revenues
and any mo_ _ _fiti_ on de_ _ _e _s _d A_oun_ _emed _emby, _e_ on_ m _e pmdsMns
of _e _t Gene_l R_m_n, the _p_i_ S_p_m_ Resolution and _e _nandng Ag_emem _g
_e __ _e_ _r _ m _e _ _d on _e m_s _d c_ _ned _emby, including _e

m_ng _ any mq_d p_mems _ _e Unimd S_es wi_ insect _ a_age e_s.

3. The Crossover R_m_n h_ ken d_y and _w_ly adoVed by _e Amho_y, is in _11 _e _d

e_ and is a legM, v_id _d binding __ of _e Au_o_y en_cab_ in __ w_ i_ _s. The
Crossover R_m_n creates _e v_d, Mn_ng _d _md _ it pu_ to c_atc of _c moneys or
securities on deposR in _e Funds c_md _emby _d of the _Mam l_n on _e Su_nm_ Indebtedness
Fund cmmed under _e _nt Gen_M _1_.

4. Re Re,riding B_ _ _ _ and vM_y au_ofized _d _d. Re Reining Bonds _ valM
and _n_ng s_c_ o_g_s _ _e A_hofi_ _ya_e _ p_v_ in _e C_o_r Re_lufion. _ __c
in __ wi_ _eir m_s _d _e m_s _ _e Cms_r R_m_n _d _ cnti_d m _e k_fi_ _ _e
Cm_o_r R_ution and _e AO.

5. Re _scal 2_2 D Bonds ha_ ken duly and v_id_ _ofiz_. Re _ 2_2 D Bond_ when and
if issued on June 15, 2_ u_n com_hnce with the m_s and conditions to issuance set _nh in _e Reso_fion_
will k legfl, v_id _d binding s_c_ _l_s of the Amhofi_ payab_ as p_v_ed in the _t General
_m_ will k __e in __ wi_ _cir m_s _d t_ _s of _e _t G_e_ _s_ufi_ _d

will k _1_, mge_ wRh fll other Bonds issued under _e Fi_t Gener_ R_m_n, to _e _nefi_ of the
_r_ Gene_ Resolution and _c Ao. The _scfl 2_2 D Bonds _ paya_c s_ely _m _e Revenue and o_er
amoums _edged to such paymem und_ _e _ Gene_ Restrain.

6. Nd_ _c Rehn_ng Bon_ n_ _e _al 2_2 D B_ _e a de_ of _e S_e, _e Ci_ _ _c Bo_

_d neRh_ _e S_c the O_, _e Bo_ n_ _y _ _i_ su_i_s_n _ _e S_c is lia_e _e_o_

7. The _ase _d _e _nandng Ag_emem have _en duly au_orize& execumd and dflive_d _ _e
_s_ p_s _e_m and con_im_ val_ _d _n_ng o_ions of such pa_es, en_ea_e in __

8. Re Revenues derived _m the o_r_ of the Sy_em _c _e _o_ny of the Bo_. _e _nan_ng
Ag_emem v_ _ans_ the rig_, rifle and _mm_ of _e Bo_d in _e Revenu_ _ _c Amhofi_ m _e e_em

_d _ pmv_ed in _e _nan_ng AgmemenL su_c_ only m _e pmv_o_ of _e Ac_ _e _n_d_ Ag_emcm
and the R_ut_n _i_ _e __ _e_of _r or to _e _, and on _c m_s and cond_on_
• e_in set _.

_ By _ue of _e Ac_ _e Amhori_ has a vMid, _n_ng and _c_d _um_ l_n upon _e Revenues
to _ pfid by _e Bo_ m _c Au_ofi_ _u_t m _e _na_ing Ag_emem and such l_n _n_m_s a fi_t
priofi_ _curi_ inm_ _e_i_

10. Re ln_m_ Revenue C_e of 1986 Ohe "C_e") imams cen_n mq_mmems w_ch mu_ be met
subsequent m the issuance and dclive_ of _e Reining B_ _d _e _scfl 2_2 D Bonds _r _ _e_on
to be and remfin excluded _m g_ss income _r _der_ t_ pu_. Noncom_nce wi_ such mqmmmcn_



could cause _e in_m_ on _e Reining Bonds and _e _d 2_2 D Bonds to _ included in gross _come
_r _de_ _come t_ _ _ti_ _ _e d_e of i_ue of _e Re_nding Bon_. Pu_uam _ _e _fty-

_ S_em_ R_m_n and _e C_o_r R_m_n. _e Au_ori_ h_ _nt_ m m_m_n the
exdufion _m g_ i_ome of _e in_ on _e Reining Bon_ _d t_ _ 2_2 D Bonds pu_u_t _
Section 103 of _e C_e. in h_hemnce _e_o£ to comfy wi_ the Tax Cea_c_e as to A_ and _e
_fi_ _ S_tio_ 103 and 141-150 of_e C_e. _ _s_ct m the Re,riding Bonds and the _sc_ 2_2 D

Bonds and to pmfide _r any _qui_ _b_e to the Uni_d _m_.

11. Under exi_g hw _d a_uming _mO_ wi_ _e __ t_ covenant, ime_ on _e
Reining Bonds is. and in_ on _e _sc_ 2_2 D Bond_ if issued on June 15.2_. will _. _cl_ _m
gross income _r _de_l _come tax _ under Se_ion 103 of the _e. We _e _so of the oo_on thin
such ime_ on _e Reining Bonds is not. and _ 2_2 D Bonds will n_. _ _ea_d _ a p_nce _m
in c_c_ming _e _mmDe _mum tax imbed under the Code wi_ _s_ to _duMs _d __s
_r _ of _mp_ the _mmive m_imum tax on such __s. lme_g on _e Re_nd_g Bonds
and the _scal 2_2 D Bonds is, howeve_ _lu_ _ the a_u_ cu_nt e_in_ of cen_n c__ _r
_ of computing the aRem_ive mi_mum tax on such __.

_ on the Rehn_ng Bonds is, and in_re_ on _e _ 2_2 D Bonds will _, _em_ _r ex_ng
law, _om _ _come tax of _e _e of New Yo_ and i_ _li_ sub_on_ _du_ng _e _ of
New York.

_e _e _n _e prindp_ amou_ _ _e Rehnding Bon_ (_h_ _an the Reining Bonds
mmuring on June 15, 2_) _d_ive_, the "_m Bondf'g and _e inifi_ of_ring price to _e pu_
_xc_ng _nd house_ broke_ or fim_ _ons or _ni_s acting in the _p_i_ of uMe_fi_ or
whd_ _ w_ch pri_ a su_mmi_ amoum of _oum Bonds of _e _me mmufi_ w_ sdd _n_s
origin_ issue _oum on _e _ Bonds _d. if i_ue& _e _scal 2_2 D Bonds, which is excluded _m

gross _come _r _e_ income tax _ to the same extent as _ on _e Reining Bonds and _scal
2_2 D Bonds. Fu_heL _e ori_n_ issue discount accm_ a_uafi_ on a con_ant in_ _ basis over _e
_ri_ _m the _ of initial issuance of the Di_oum Bonds _ugh Rs mmufi_ dine and _e basis of each

_m Bond acqui_d at _e _ o_g price by i_ initial pu_ha_r and of each _sc_ 2_2 D Bond issued
in exchange _e_r will _ _c_a_d _ the amoum of _e accrued original issue _oum. _e acc_ or
original isle di_ount may _ t_ in_ _count _ _ mcgee in _e amoum of m_exem_ income _r pu_

_ _e_i_ v_s _ _ __ _ _ _ B_ and _ 2_2 D B_d_ e_n _h
_ere will not _ a _s_n_ cash paymem.

12. Under exi_ing _mu_ _guhtion_ mlin_ and coua de_s_n_ a holder of a Re.riding Bond who
exchanges such Reining Bonds _r a _scal 2_2 D Bond on or after June 15.2_ will n_, sdely as a _sult
of such exchange, _i_ any g_n or loss on such exchange _r _de_l income _.

Exce_ _ s_ed in _e p_ce_ng p_M, we exp_ no o_nion as to any _de_ or _ate tax
consequences of _e owne_h_ or _s_n of _e Re_nding Bonds or the _sc_ 2_2 D Bonds. _e_o_

we exp_ no o_nion as to any _d_ _e or I_al mx law consequences wi_ _s_ m the Re_nding Bonds
or the _scal 2_2 D Bond_ or _e in_ _ if _y _t_n _ t_en w_ _t to _ _h_g Bonds or
the _g 2_2 D Bon_ _ _e p_ _e_ u_n _e adv_e _ _ovM of o_ _.

We have examined an execu_d Reining Bond, and, in our oon_ _e _ of s_d _nd and i_
_mmn _ _gul_ and p_ HoweveL we have not verified and exp_ no o_n_n as _ _e _c_y o_
any "CUSIP" identification humor wh_h may _ pfin_d on any of _e Reining Bond_

_e above o_ons _ qu_ified to _e ex_nt _ the en_ea_lRy of fig_s and _med_s may _ li_d
by bankm_c_ insdvency or _her laws a_ _e_m_' righ_ and _e unav_ia_li_ of equimb_ _me_.

Ve_ truly you_,



Se_ember ,2001

New York Ciw Mu_p_
W_er _nance AuhofiW

75 Park Mace

New York, New York 10007

Lad_s and Gentlemen:

We have examined a reco_ of pm_e_n_ nl_g to the issuance of _13_ aggng_e principal
amoum of Cm_o_r Re_nd_g Bond_ 2_2 E Issue (_e "Reining Bonds") of the New Yo_ Ci_ Mu_c_
W_er Finance Auh_ (the "Amho_y"_ a b_y _o_e and _l_ic _n_mting a pubfic _nefit

_ion, c_ed and e_ing under _d _ to the Concretion and statutes of the Sta_ of New York,
including the New York Ci_ Mum_p_ W_er _n_ Amhofiw Act, _ing Tire 2A of Aa_ 5 of he Public
A_hofiti_ Law of the St_e of New York, as amended (w_ch, _g_h_ wih Section 1_6 of the Pu_ic
Auhofi_es Law of he S_e, is n_d to benin as the "A_").

_e Reining Bonds _e issued under and pursuant to the A_ and the Cm_over Reining Bond
R_ufio_ 2_2 E Issue of he Auho_, adored on Augu_ 23, 2001 (he "'Crossover R_d_'L

Ca_ _s used he_in and not _ defined have _e meanings given to hem in he Crossover

_e Reining Bonds an d_ed Schemer 1I, 2_i and matu_ on June 15 in each of he ye_ and in the
p_ncipal amoum_ and _ ime_ at he __ _s _r _num _t _nh b_ow:

P_n_ P_n_p_
Year Am_nt Rate Y_r Amou_ _te

2_7 $1_,_ 3A00% 2017 $ 155,_ 4.7_%
2_8 110,_ 3._ 2018 165_ 4.8_

2_9 115,_ 3.750 2019 170,_ 4.9_
2010 I 15,_ 3.800 2020 18_ 4.9_
2011 120,_ 3.875 2021 1_,_ 4._
2012 125,_ 4.1_ 2022 2_,_ 5._
2013 130,_ 4.3_ 2023 205,_ 5._
2014 135,_ 4_ 2024 215,_ 5._
2015 145,_ 4.5_ 2025 230,_ 5._
20 | 6 15_ 4.6_ 2026 2 IK8_,_ 5._

In_re_ on the Reining Bonds is payaNe on December 15, 2001 and sem_nnuN_ hereafter on June 15
and Decem_r 15 in each yean

The Re_nding Bonds _e _suab_ in the _ of Nlly _Ns_red Bonds in the _no_nafion of $5,_ or
imcg_l m_tiNes heno£ _e Reining Bonds an numbend "02E- ", _low_ by he humor of the

Re,riding Bond. The Reining Bonds a_ num_nd con_c_vdy _m one upw_d.

The Re_nding Bonds an _ing issued to Novae moneys _r the ndem_n on June 15, 2_6 of a po_on
of the A_hofi_'s W_er and Sewer Sys_m Revenue BondK _scN 2_N Series E _e "Re%nded Bonds").
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The Refun&ng Bonds a_ paya_e s_dy from and secured by the moneys and Eligi_e lnve_men_ held or
set as_e under the Cro_over Reso_fion and moneys on deposk _ the Subordinated lndeb_dness Fund

e_ab_shed under the Authorit_s Wmer and Sewer Sy_em Revenue Bond Resd_n, adopted November I_
1985, as amended and sup_emen_d _he "Fi_t General Resolution"h which are p_dged to secu_ paymem of

the principal and federation price of and in_ on _e Refun_ng Bond_

The Authority has au_orized the issuance of i_ Water and Sewer Sys_m Revenue Bond_ Fiscal 2002
Series E (the "Fisc_ 2002 E Bonds") under and pu_uant to the Act. the _t Gener_ Resdution and the

Authori_ Fifty-fourth Sup_emental Resolution Amhodfing the l_uance of $213,850,000 Wmer and Sewer
Sy_em Revenue Bondm Fiscfl 2002 Series E, adopted Augu_ 23, 2001 (the "Fi_y-founh Sup_emem_
Res_ution" and, _ge_er with the Fir_ General Resdufiom the "Res_ution_'_

The Res_ufions _qui_ th_ the Fiscal 2002 E Bonds be authem_med and ddNe_d on June 15, 2006 if
certa_ con_t_ns are satisfied. The Fisc_ 2002 E Bonds w_l mmu_ m the times and in the princ_ amount_

bear imere_ _ the ra_s and be su_e_ _o _dempt_n prior to mmufi_ as the Refun_ng Bond_

If the Fisc_ 2002 E Bonds are issued on June 15, 2006, the ou_mn_ng Refund_g Bonds are to be

exchanged for the Fisc_ 2002 E Bonds of the same pfin_p_ amounL m_ufi_ dine and ime_ ra_, _1 as
prov_ed in the Cro_over Res_io_ and from and after such da_, the Relhn_ng Bonds will no longer be
ou_tan_ng and hdde_ of the Refun_ng Bonds will have no righ_ with _spect the_to (_her than to receive
Fisc_ 2002 E Bonds in exchange the_foO. If the Fisc_ 2002 E Bonds have not been issued on June 15, 2006,
the ou_mn_ng Refund_g Bonds will be redeemed on such dine _ a _dem_n price equ_ to the princip_
amount thereo_ plus accrued in_ to the da_ of _dem_ion, and from and after such da_, _e Refun_ng
Bonds will cease to bear _re_ and the hdders th_eof will have no fig_s with respe_ _ereto, other than to

rec_ve payment of the redemption price thereo£

The proceeds of the Refunding Bonds will be inve_ed in El_i_e lnve_mems the pfinop_ of and _rem
on wh_h will be suffi_ent to pay the ime_ on the Refun_ng Bonds as it becomes due to and induing
June 15, 2006 an& • the Fisc_ 2002 E Bonds are not issued on such date, to pay, together w_h other moneys

then to be profided by the Authori_, the _dempt_n price of the Refunding Bonds on June 15, 2006. If the
Fisc_ 2002 E Bonds are i_ued, the prinop_ and in_ on such Efi_b_ Inve_men_ will be applied to the
redemption of the Refunded Bond_

The Fisc_ 2002 E Bonds are part of an hsue of bonds of the Authori_ (the "Bond¢') w_ch the Autho_
has cremed under the terms of the Res_ufion and is authorized to issue from time to time for the purposes

authorized by the Act and the Fi_t General Resolution, as then in effe_, and w_hom limitation as to amount
except as prov_ed _ the Fi_t Gener_ Resolution cr as may be limi_d by law. The Fisc_ 2002 E Bonds are
being issued for _e purposes set forth in the Res_ution_

Pu_ua_ to the Act, the New York Ci_ W_er Board (_e "Board"L a pu_ic benefit corporation of the
Sm_, crewed and exiting under _e laws of the State, and The C_y of New York _he "'Chy"), a mun_ip_
corporation of the S_t_ have en_red i_o a _ase agreement, d_ed as of July 1, 1985, as amended Ohe
"Lease"h whe_by _e Board has _ased the New York Ci_ Wmer and Sewer Syaem from the City for a _rm
ending on the d_e on w_ch all bonds, no_s or o_er oNigm_ns of the Authori_ have been paid in full or
profifion for such paymem shall have been made in accordance wi_ the instrumen_ under w_ch they were
issued. Pu_uam to the Act, the Amhori_, the Board and the Ci_ ha_e en_red into a financing ag_ement, d_ed

as of July 1, 1985, as amended (the "Financ_g Agreemem"h _lating t_ among other things, the financing of
Water Project.

The Authority is authorized to issue Bond_ in addflion to the Fisc_ 2002 E Bonds, only upon the _rms
and conditions set forth in _e Fi_t Gene_l Res_m and such Bond_ when issued, sh_l, with _e Fisc_ 2002

E Bonds and wi_ _1 other such Bonds the_tofo_ issued, be entitled to the equ_ benefit, protection and securi_

of the provis_ns, covenan_ and ag_ements of the H_t Gener_ Resolm_n.
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We arcof _e o_n_n _:

{. The Amho_ is a body corpo_ and politic constituting a publ_ benefit corporation of the S_tc, duly

c_med and cxi_ing under the laws of He State with the fight and law_l authofi_ and power to ado_ thc
Crossover Resolmion, the _rm Genecal Resolution and the Fifl_founh SupOemem_ Resolution, to issue the

Fisc_ 2002 E Bonds and _o en_r into the Finan_ng Agreemem.

2. The _t Gene_l Restrain and the Fifty-fourth SupOemem_ Resolution have been duly and _wful_
ado_ed by the Amhofi_, am in full force and eft_ct and are He legal, valid and binding ag_emen_ of the
Authofi_ cnforcca_e in accordance with their terms. The Fir_ Gen_ Resolution and the _fly-fou_h

SupOemenml Res_ution c_me the v_id, binding and pe_ec_d _edges they purpofl to c_a_ of He Revenues
and any moneys or securities on dcposit in the Funds and Accou_s c_ed the_by, su_e_ only _ the provi_ons

of the Firm Gene_l Res_ution, the _y-founh SupOemental Res_ution and the Financ_g Ag_emem
permiuing the ap_ic_n Hereof for or to the purposes and on the terms and cond_ions permiued the_by,
inching the ma_ng of any _qui_d paymen_ to He Uni_d Stmes with _spe_ to arbitrage earnings.

3. The Cro_over Restrain has _en duly and iaw_lly ado_cd by He Au_ofi_, is in full force and
effe_ and is a _g_. valid and _n_rg o_mmn ef the A_hofi_ enfo_ea_e in accordance with i_ _rms. The

Crossover Resolution c_mes the v_id, binding and pe_ec_d pledge it purpo_s to c_a_ of the moncys or
securities on depos_ in the Funds c_ed the_by and of the subordin_e lien on the Subordinmed Inde_edne_
Fund cremed under thc Fir_ General Res_m_

4. The Refun_ng Bonds have been duly and v_idly authorized and issued. The _e_nding Bonds are valid
and _n_ng spec_! obligations of the Authori_ paya_e as prov_cd in _e Cro_ovcr Restrain, are enfo_ea_e
in accordance wi_ _eir terms and the _rms of lhe Crossover Res_mmn and are entitled to the benefi_ of He
Cro_over Resolution and the Act.

5. The Fiscal 2002 E Bonds have been duly and validly a_hofize& The Fiscal 2002 E Bonds, when and
if issued on June 15, 2006 upon comOiance w_h the terms and condit_ns w i_uance s_ fomh in the Resolution_

will be leg_, v_id and binding speci_ oM_mions of the Authori_ paya_e as prov_ed in the _t General
Resolution. will be enfo_ea_c in accordance with the_ _rms and the terms of the _mt Gene_l Restrain and

will be em_& _g_her with _1 other Bonds issued under the Fi_t Gener_ Restrain, to the bencfi_ of the

Firm Gener_ Res_ution and the Act. The Fiscal 2002 E Bonds are payable solely _om the Revenue and _her
amoun_ p_dged to such paymem under [he Fi_t Gener_ Rcs_m_n.

6. Neither thc Reining Bonds nor He Fisc_ 2002 E Bonds a_ a de_ of the St_e, the Ci_ or the Board

and neither the St_e, the C_y, the Board nor any other pol_c_ subdivision of the State is liable thereon.

7. The Lease and the Finan_ng Agrccme_ have been duly authorized, execu_d and delivered by the
_speoive panics _e_w and con_u_ valid and _n_ng o_ations ,,f such parties, enfo_ea_e in accordance
with their terms.

8. The Revenues derived from the operation of the Symem are the property of He Board. The _nancing
Agmemem validly _ans_ the right, fide and inmrem of _e Board in the Revenues to the Au_ofi_ to the extant
and as prov_ed in the Finunc_g Agreement, su_e_ only to the pro_s_ns of He Ac_ the _nan_ng Ag_ement
and the Res_mion permitting the apO_ation thereof for or to the purpoms, and on the _rms and condhions,
therein set forth.

9. By vi_ue of the Act, the Amhofi W has a valid, _nding and per_cd mmutory lien upon the Revenues
to be p_d by the Board to the Authofi_ pursuant to the _nan¢_g Ag_emem and such lien conmim_s a firm
pfiori_ sccufi_ in_ ther_n.

10. The In_rn_ Revenue Code of 1986 (the "Code") imposes ce_ain req_men_ wh_h must be met
subsequent to the _suance and dd_ery of the Refun_ng _onds and the _scal 2002 E Bonds for in_ _c_on
to be and _main excluded t¥om gross income for _de_l tax purposes. Noncom_iance with such _qui_mems
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cou_ cau_ _e in_mfl on _e Reining Bonds _d the _sc_ 2_2 E Bonds m be included in g_ss income _r

_de_ i_ome t_ _ _i_ _ _e dine _ i_ of the Reining Bonds. _m _ _e _fi_u_
Sup_emen_l Restrain _d _e C_ov_ Res_io_ the Au_ori_ h_ covenanmd _ m_m_n _e exdufion
_m g_ i_ome of _e ime_ on _e Rehnd_g Bon_ _d _e Fi_fl 2_2 E Bon_ pu_uam m Se_n 103
of _e C_ in _nhemn_ _e_o_ to comfy wi_ _e T_ Ce_ficme _ _ A_i_e _d _e _ifio_ _
S_fi_s 103 and 141-150 of _e C_e, wi_ _s_t m _e Re_nd_g Bonds _d _e H_fl 2_2 E Bonds and to

p_fide _r any _ui_d _bme m _e U_d S_.

I I. Under existing hw and a_um_g _m_i_ wi_ _e a_mentioned tax _n_, im_t on t_
Reining Bonds is, and ime_ on _e Hsc_ 2_2 E Bond_ if issued on June 15, 2_, will be, excluded _m
g_ss _come _r _de_ inco_ tax _ under Section 103 of the C_e. We _ flso of the op_on _

such ime_st on the Reining Bonds is not, _d _sc_ _2 E Bonds wi_ n_ _ t_ed as a p_nce i_m in
cflcuhfing _e _mmive _nimum _x imbed under the C_e wi_ _t to _vidufls and __s _r
pu_s of _m_ _e _em_ _ni_m tax on such __s. _fl on _e Reining Bonds _d
• e _scfl 2_2 E Bonds _, howev_, _duded in the a_u_ed cu_ent e_s of ce_n __s _r

_ of compming _e _m_ _mum tax on such __.

h_ on _e Rehnd_g Bon_ _, _d i_em on _e E_fl 2_2 E Bonds will _, exem_ und_ _i_
law, _m _ _come tax of _e St_e of New Yo_ and its _ sub_fifion_ including _e Ci_ of
N_ York.

The di_e _een _e prindp_ amou_ of the Rehnding Bonds (_her than _e Reining Bonds
mmuring on June 15, 202_ _vd_ _e "Discoum Bond_'h and the inhifl o_ring price to _e pu_ic
_xdu_ng bond houses, bmke_ or fim_ _s or o__m acting in _e capaci_ of _ri_s or
wh_e_ _ w_ch price a _bm_fifl _ount of _m Bon_ of _e s_e mmuri_ w_ s_d _n_s
ori_nfl issue _oum on the Di_oum Bonds _d, if issued, _e Hscal 2_2 E Bond_ which is excluded _m

_s i_ome _r _e_ _come mx _s m _e _me ex_nt _ i_t on _e Rehnd_g Bonds _d _fl
2_2 E Bondg Fu_he_ the ori_nfl issue di_oum _c_es aou_ on a constant ime_ _ basis over the
_fi_ _m the dine of i_ti_ issuance of the _m Bonds _ugh its m_uri_ dine and _e basis of each
_m _M _ui_ _ _e _t_ o_g price by i_ inififl pu_h_ and of och Hscal 2_2 E Bond issued
in exchange _e_r will _ _c_ed by _e amount of the acc_ed original issue disc6unL _e acc_ or
original i_ue di_oum may _ t_en into _count _ _ _c_e in _e amoum of mx_m_ income _r pu_s
_ _i_ v_ous o_er tax con_quenc_ of owing Discoum Bonds and _scal 2_2 E BondL even _ough
• e_ will no _ a _s_Mi_ _ p_mem.

12. Under exi_ing s_, _g_m_, _l_gs and cou_ decisions, a holder of a Re_nding Bond who
_s such Reining Bonds _r a Hscfl 2_2 E Bond on or after June 15, 2006 will n_, so_ as a _sult
of such exchang_ _cog_ze any g_n or loss on such exchange _r _d_ _come pu_m_.

Exce_ as st_ed in the p_ce_ng p_s, we exp_ no opinion as to any _de_ or sta_ tax

consequences of _e owne_p or _s_s_ of _e Reining Bonds or the Hsc_ 2002 E Bonds. _e_o_
we exp_ss no opinion as to any _de_ sm_ or l_fl t_ hw consequences wi_ _ct m the Re_nd_g Bonds
_ _e _ 2_2 E Bond_ _ _e ime_ _e_on, if _y _fion is t_en whh _e_ _ _e Reining Bon_ _
• e _sc_ 2_2 E Bonds or the p_ _f u_n _e _v_c or _ov_ of _er counsd.

We have _a_n_ an e_ Reining Bond, and, _ our o_om the _ of s_d _nd and i_

execution _ _gul_ _d pm_ HoweveL we have not verified _d express no o_n_n as Io _e accuracy o_
any "CUSIP" _e__ humor wh_h may _ pdn_d on any of _e Reining Bonds.

_e a_ve o_ons _ quflified _ _e ex_ _ _e _e_ of fig,s and _med_s m_ _ ii_d
by _n_y, insCvency or _her _ws a_ c_s" figh_ and _e unav_li_ of equka_e _medi_.

Ve_ _ yours,
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Se_ember ,2001

New York City Mu_cip_
Water Finance Authofi_

75 Park Place

New York, New York 10007

Lad_s and Gentlemen:

We have examined a record of procee_ngs _lating to the issuance of $105,635,000 aggregme principal
amoum of Cro_over Refunding Bond_ 2002 F Issue (He "Refun_ng Bonds") of He New York City Mu_pfl

W_er Finance Au_ofi_ (He "Authofity"L a body corpor_e and p_it_ constituting a pubic benefit
corporation, crewed and existing under and pu_uam to the Constitution and statutes of the State of New YorL

including the New York Ci_ Mu_pfl W_er Finance Authofi_ A_, being Title 2A of A_icle 5 of He Public
Authorities Law of the Stme of New York, as amended (whig tog_her wRh Section 10_6 of _e Public
Authofit_s Law of the State, is refe_ed to her_n as He "A_").

The Refund_g Bonds are issued under and pu_uam to the Act and the Cro_over Refun_ng Bond

Resolution, 2002 F Issue of the Authofit_ adop_d on Augug 23, 2001 (the "Cro_over Res_ution").
Cap_ed terms used herein and not otherwise defined have He meanings given to them in the Crossover
Res_m_m

The Refunding Bonds are d_ed September 11, 2001 and matu_ on June 15 in each of the years and in the
pfincipfl amounts, and bear intere_ at the _spective rotes per annum set fonh below:

P_n_pal P_n_p_
Year Amount Rate Y_ar Amou_ Rate

2008 $155,000 3.600% 2019 $ 250,000 4.900%
2009 165_00 3.750 2020 260,000 4.900
2010 170,000 3.800 2021 275,003 4.900

20 !1 175,000 3.875 2022 285,000 5.000
2012 180,000 4. 100 2023 300_00 5.000
2013 190,000 4.300 2024 315,000 5.000
2014 200,000 4.400 2025 330,000 5.000
2015 205,000 4.500 2026 35_000 5.000

2016 215,000 4.600 2027 365,000 5.000
2017 225,000 4.700 2028 385,000 5.000

2018 235,000 4.800 2029 100,405 _00 5.000

Inm_ on _e Refun_ng Bonds is payable on December 15, 2001 and sem_nnuM_ _e_a_er on June 15
and December 15 in each year.

The Refunding Bonds are _suable in the form of fully rendered Bonds in the denomination of $5,000 or
in_gml multi#es _ereo_ The Refun_ng Bonds are numbered "02F- ", fol_wed by the number of the

RefundMg Bond. The Refun_ng Bonds are numbe_d con_cmNdy from one upward.

The Refunding Bonds are being issued to pro_de moneys for He _demption on June 15, 2007 of a portion
of the Au_ofi_'s Wa_r and Sewer Sy_em Revenue Bond_ FiscM 1997 Series B (the "'Refunded Bonds").

The Refun_ng Bonds a_ payaMe sMely from the moneys and El_iMe lnve_mems held or set aside under
the Crossover Resolution and moneys on deport in the Subordin_ed Indebtedness Fund e_ab_shed under the

Au_ofiW's Wa_r and Sewer Sy_em Revenue Bond Resdmiom adop_d November 14, 1985, as amended and
suppMmenmd (the "_rst GenerM ResMution"L which _e #edged to secu_ payment of the principal and
redemption p_ce of and in_re_ on the Refunding Bonds.
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Be Au_ h_ authorized _e issuance of i_ W_er and Sewer Sy_em Revenue Bonds, _sc_ 2_2
Seres F 0he "_ _02 F Bond¢') under and pu_uam _ _ Ac_ _e _t Gener_ _n _d _

A_hod_'s _fiflh Sap_em_ R_m_n Au_od_ng the Issuance of $1_5,_ Wmer _d Sewer

Sy_em Revenue Bond_ _scal 2_2 Seres _ _o_ Augu_ 23, 2_1 0he '_fi_ Sup_emenml
Restrain" and, _e_er wi_ _e _ Gene_ _om the "R__'_

The Resolutions _qui_ th_ the _ 2_2 F Bonds _ au_e_a_d and d_ive_d on June 15, 2_7 if
_n_n con_tions a_ s_. Be _al 2_2 F Bonds will m_u_ _ _e tim_ md in _e pdn_p_ amoum_

_ in_ m _e m_s and _ su_e_ _ _dem_n prior _ mmud_ _ _e Reining Bonds.

if _e _scal 2_2 F Bonds _ issued on June 15, 2_7, the out_anding Reining Bonds _ to _

exchanged _r _e _scal 2_2 F Bonds of _e same pdndp_ amoum, mmufi_ _ and ime_ _, _l as
p_ded in _e Crossover R_utiom and _m and a_r such dine, _e Reining Bonds will no longer _

_m_ and ho_s of _e Reining Bonds wi_ have no fights _ _s_ _e_ _er _ to _c_ve
_sc_ 2_2 F Bonds in _ _). If the _ 2_2 F Bonds have not _en issued on June 15, 2_7,
the __ Reining Bonds will be _deemed on such dine m a _dem_n price equal to _e pdndp_

amoum _eoL plus _c_ed ime_ _ _e d_e d __, _d &om md a_r _ch dine, _e Reining
Bonds will cease to _ar ime_ and the ho_e_ _e_of will have no dgh_ wj_ _s_ _e_ _her than to

_eive paymem of _e._m_ price _e_ot

The p_ of the of the Reining Bonds will _ i_e_ in El_i_e _ve_men_ _e principal of md
in_ on which will _ _d_t _ pay _e in_ on _e Reining Bonds _ it _m_ due m and induing
June 15, 2_7 and, if _e _ 2_2 F Bonds _ not issued on such dine, to pay, _g_her wi_ _her moneys

• en to _ _ovid_ by _e Amhod_, _e _dem_n price of _e Reining Bonds on June 15, 2_7. If _e
_ 2_2 F B_ _ i_ t_ pd_ _d in_ _ s_h _g_e _mems w_ _ _pl_d _ _e
_dem_ion of the Re_nded Bonds.

Be _ 2_2 F _s _ _ of _ _ _ _s of the Au_ori_ (the "Bond¢') which _e A_horiW
has c_a_d under the _s of the R_o_t_n _d is authorized to issue _om time to time _r _ pu_s

authorized by the Act and _e _t Genes[ R_m_n, as then in e_ and _t Hmi_n as _ amou_
exce_ as p_ded _ the _t General Resolution or as may _ li_d by law. _e _scM 2_2 F Bonds a_
_ing issued _r lhe _ _t _h in _e R__

Pu_uam _ _e AcL _e New Yo_ _ W_ Bo_ (_e "'Boa_"), a pu_ic _ncfit __ of _e
S_e, c_ed and _i_ng under the laws of _e S_, and _e Ci_ of New Yo_ 0he '_'_ a mun_M
__ of the S_e0 have cn_d into a lease _emem, d_ed as of J_y 1, 1985, as _end_ _e
"_C'), wh_eby _ _ h_ _d _e New Y_k CRy W_ _ Sew_ Sys_m _m _e C_ _r a _
ending on _e dine on which MI bonds, no_s or _her oMigm_ns of the Amhod_ have _en pMd in _[I or

p_s_n _r such paymem shall have _en made in _co_ance wi_ _e _men_ under which _ey we_
issued. _m to _e A_, _e Au_ori_, the Bo_ and the Ci_ have enm_ imo a financing _r_m_L dined

_ d J_y I, 1985, _ amended _he "_n_ng Ag_emem"), _ t_ among _h_ _g_ _e fin_c_g d
W_cr _ec_.

T_ Au_ofi_ is _d m isle B_d_ in _dhi_ _ _e _M 2_2 F B_d_ o_y u_n _e m_s
_d _n_fi_s set _h M _e _ G_M Res_, and such Bonds, when issued, sh_, wi_ _ _ _2
F Bonds and with MI other such Bonds _e_o_m issued, be entitled m _e equM _ p_d_ _d _ri_

of _e p_on_ covenants and ag_emen_ of _e _r_ GenerM ResMution.

We _e of the opinion that:

]. _e Amhod_ is a _dy co_e and _li_ con_hufing a public _nefit coleman of the Stm_ duly
c_med and existing under _e laws of _e S_e with the rig_ _d law_l au_ofi_ _d _wer to ado_ _e
Cm_o_r R_mMn, the _r_ Gen_M Resolution and the Fifty-fifth Sup#ememM R_Mudom _ issue the
Reining Bonds and _e _scal 2_2 F Bonds and to enmr in_ _e _nandng Ag_emenL



2. The Fir_ Generfl Resd_ion and the Fifty-fifth Supp_mentfl Res_ion have been duly and lawfully

adopted by the Authority, are in full fore and effe_ and are the _gfl, vflid and binding agreemen_ of the
Au_ori_ enforcea_e in accordance wi_ _eir _rms. The Fir_ General Resdufion and the Fifty-fifth

Sup_ementfl Resdution cre_e _e vflid, binding and peffe_ed pledges they purpoa to cre_e of the Revenues

and any moneys or securities on deposit in _e Funds and Accounu crea_d thereby, su_ea only to the pro_s_ns
of the Fir_ Generfl Res_ut_ the Fifty-fifth Supplemem_ Resdmion and the Finandng Ag_ement permitt_g

the ap_ation thereof for or to the purposes and on the _rms and condRions permitted _e_b_ m_udmg the
ma_ng of any requi_d p_ymen_ to the Uni_d States with respect to arbiuage earning_

3. The Crossover Resdmion has been duly and lawful_ adored by the Au_ori_, is in full fore and
effe_ znd is a _gfl, vflid _nd binding o_n ¢f _e Au_ofi_ enfo_eab_ in accordance wi_ i_ _rms. The

Crossover Res_ution c_es the valid, _n_ng and pedec_d pledge it purpons to crea_ of the moneys or
securities on deposa in the Funds c_a_d the_by and of _e subord_e lien on the Subordin_ed Indeb_dne_
Fund crewed under the Fi_t Generfl Resolut_n.

4. The Refunding Bonds have been du_ and vilely au_orized and issued. The Refunding Bonds are vfl_
and bin_ng specifl o_ations of the Authofi_ paya_e as prov_ed in _e Cro_over Resdm_n. are enfo_ea_e
in accordance w_h _eir _rms and the terms of the Cro_over Restrain and are entit_d to _e benefiu of _e
Cro_over Resolution and the Act.

5. The Fisc_ 2002 F Bonds have been duly and v_ au_ofize& The Fiscal 2002 F Bond_ when and if
issued on the June 15, 2007 upon com_iance with _e _rms and conditions to issuance set forth in _e

Res_mions, will be legal, vflid and _n_ng specifl obligations of the Authofi_ payable as prov_ed in the Fi_t
General Resdution, will be enfo_eab_ in accordance wi_ _r _rms and the _rms of the Fi_t General

Resdufion and will be entit_ togaher with fll o_er Bonds issued under the Fint General Resdution, to the

benefi_ of _e Fir_ General Res_mion and the AcL The Fiscfl 2002 F Bonds are paya_e s_ely from the

Revenue and other amounts _edged to such paymem under the Fir_ General Resolution.

6. N_ther _e Refunding Bonds nor the Fiscfl 2002 F Bonds a_ a debt of the State, the Ci_ or _e Board

and neither the State, the Ci_, the Board nor any other politicfl sub_vifion of the State is liable thereon.

7. The Lease and the Finan_ng Ag_ement have been ddy au_ofized, executed and de_vered by the

_spective parties _e_to and con_im_ valid and binding obl_ations of such parties, enforcea_e in accordance
wi_ thor _rms.

8. The Revenues derived from _e operation of the Sys_m are _e propeny of _e Board. The Finandng
Agreement validly transfe_ the rig_, rifle and in_ of _e Board in the Revenues to the Authori_ to the extent
and as provided in Ihe Finan_ng Ag_ement, su_e_ on_ m the prov_ns of lhe A_, the Finandng Agreement
and the Resolution permitting the ap_ation _ereof for or to _e purposes, and on the _rms and condioons,
• e_in set forth.

9. By vi_ue of the Act, _e Au_ofi_ has a valid, _ndmg and pe_ec_d _utory lien upon _e Revenues
_o be paid by _e Board _o _he Au_ofi_ pu_uant Io the Finandng Ag_ement and such lien constitutes a fi_t
priority security _re_ the_.

I0. The In_m_ Revenue Code of 1986 (_e "Code") imposes cea_n requiremenm which mu_ be met

subsequent _o the issuance and ddi_ery _f the Refun_ng Bonds and _e Fiscfl 2002 F Bonds for in_re_ the_on
to be and _mfin excluded _om gross _come for _deml tax purposes. Noncom_iance wi_ such req_ments
cou_ cause the inte_ on the Refund_g Bonds and the _scal 2002 F Bonds to be included in gross income for

federfl income mx purposes _goacfive to the d_e of issue of the Reining Bond_ Pu_uant lo the Fify-fi_h
Sup_emental Res_ution and the Crossover Resolution, _e Au_ofi_ has covenan_d to m_nt_n the exclufion
from gross income of the intere_ on the Refun_ng Bonds and the Fiscfl 2002 F Bonds pu_uant to Section 103

of the Code, and in furtherance _ereoL to comply wi_ the Tax Cenific_e as to Arbitrage and the Provisions of
Sections 103 and 141-150 of _e Code. wi_ respect to the Refund_g Bonds and the Fiscal 2002 F Bonds and to
provide for any _quired rebam to _e Uni_d St_es.
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Under existing law and a_uming com_iance wi_ _e -,ffommentioned tax covenant_ in_ on Me

Reining Bonds is, and in_re_ on Me Fisc_ 2002 F Bond_ if issued on June 15, 2007, will be, excluded from

gross income for _deral income tax purposes under Section 103 of the Code. We aM _so of the opinion _at

such inm_ on _e Refun_ng Bonds is n_, and _scal 2002 F Bonds will not, be tre_ed as a pm_nce i_m in

c_culating Me _mative m_imum tax imposed under _e Code wi_ _spe_ m _du_s and corporations for
purposes of computing _e ahernm_e mi_mum mx on such co_o_t_ns, lme_ on the Reining Bonds and
• e _.,;c_ 2002 F Bonds i_ howeve_ _duded in _e a_us_d cu_em earn_gs of ce_n corporations for

purposes of computing the _mmive mi_mum tax on such corporations.

ln_ on the Refund_g Bonds is, and _a on _e _sc_ 2002 F Bonds will be, exempt, under e_g
law, from pe_on_ _come mx of _e State of New York and its political subdi_fion_ induing The Ci_ of
New York.

The difference between _e prin_p_ amoum of _e Re_nding Bonds (other _an the Reining Bonds

mmuring on June 15, 2022) _d_ctivd_ the "Discount Bonds"), and _e initial offering price to the pu_ic
_xduding bond house_ broke_ or fimilar pe_ons or organ_mions a_ing in the capa_ of underwriters or

whdes_e_) _ wh_h price a substanfi_ amou_ of Discoum Bonds of _e same mmuri_ was sold conSUmes
ori_n_ issue discount on the Discoum Bonds an_ if i_ued, _e Fisc_ 2002 F Bonds, w_ch _ exc_ded from
gro_ income for _derai _come mx purposes _ Me _me ex_nt as in_ on the Reining Bonds and _scal

2002 F Bonds. FurtheL _e origin_ issue discount accrues a_uari_ on a constant in_ r_e basis over the
period from the d_c of inifi_ _suance of the Oiscoum Bonds through _s mmufi_ d_e and the ba_s of each

Discou_ Bond acquired _ _e initial offering price by i_ initial pu_haser and of each _scal 2002 F Bond issued
in exchange _emfom will be increased by _e amount of Me accrued original issue discoun_ The accrual or
ofi_n_ issue _scoum may be laken into accoum as an _cmase in _e amount of tax_xem_ income for purposes

of determi_ng various mher mx consequences of owing Di_ou_ Bonds and _scal 2002 F Bonds, even though
then will net be a co_esponding cash paymem.

Under existing _um_ regui_n_ rulings and court deepens, a hdder of a Refunding Bond who

exchanges such Refun_ng Bonds for a FiscM 2002 F Bond on _ after June 15, 2007 will not, s_y as a _sult

of such exchange, mcog_ze any g_n or loss on such exchange _r _deml _come purposes.

Excc_ as _ed in the pmce_ng paragraph_ we express no o_n_n as to any _der_ or _a_ tax

consequences of _e ownersh_ or _spo_tion of _e Refun_ng Bonds or Me Fisc_ 2002 F Bonds. Fu_hermore,
we expm_ no o_Mon,as to any _deral, smm or Ioc_ mx law consequences wi_ _spe_ to the Reining Bonds

or the Fiscal 2002 F Bond_ or the intem_ thereon, if any action is taken with mspe_ to the Relhn_ng Bonds or
Me FiscM 2002 F Bonds or _e proceeds thereof upon Me advice or approvM of other counsel.

We have examined an exec_ed Refun_ng Bond, and, in our o_on, the form of s_d bond and i_
execution are mgdar and prope_ Howeve_ we have not verified and express no o_n_n as to the accuracy o_

any "CUSIP" _enfific_n number which may be primed on any of the Refun_ng Bonds.

The above o_n_rs are qualified to _e exmm _ _e enfo_ea_li_ of figh_ and _me_es may be limimd
by bankru_c_ _s_vency or o_cr laws affecting cm_" hgh_ and _e unav_li_ of equflable rameses.

Very truly you_,
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_W YORK CI_ MU_L WATER _ANCE A_HO_

I__C_ _EME_

_c pu_ of Ks ANNEX E is _ _t _ _in __ _ni_ _ _e A_hofi_, _c Bo_d _d
_e Am_y's _ 2_2 D, E _d F B_d_ C_i_ _s _ in _is O_c_ S_em_t _d _t _fin_
h_cin _fll have _e m_i_ _cfi_d _emm in A_mx C__v A_D Su_v o_ CERTA_

__ FOR THE BONDS

Revenu_

_e Act em_w_s _e Bo_ _ m_i_ _d c_k_ _s, _ and ch_ _r _ u_ _ _ pm_d_
by _e Sy_em in order to w_ive Revenue_ w_ch mge_ wi_ o_er av_e amou_ will _ m_c_m to

_e _e Sy_em on a __&_ basi_ All Revenues of _e Sy_em _ de_i_ by _e Bo_ in _e _
Wa_r Fu_ held by _e Bo_. _e Au_o_y h_ds a s_u_ fir_ l_n on the Revenues _r _e payme_ of _!
a_$ due _ _e Au_ und_ _e __ In _e e_ _ _e Bo_ _is _ m_e _y _ui_d

paymem _ _e Au_ofi_, _e Au_ofi_ _ _e T_ m_ _on _r _e _p_n_e_ by any court ha_ng
jufis_cfiom of a _c_v_ to _n_ _e a_ of _ Bo_, a_, w_ court app_vfl, _h r_s and
ch_g_ _ pm_ Re_n_s _em m m_e _ _m. HowmeL no h_d_ _ ow_r _ _y _nd _

n_e i_u_ _ _e Au_ofi_, _ _ _ of _e Sy_em, m_ cornel _e sfle of _y p_ of _e Sy_em.

_e Ci_ h_ covenantal in _e Ag_emem m o_ _d m_n_n _e Sy_em in __ wi_ _e _
_ _mm_d_s of _e _g _ne_ Such _ to o_r_e _d _n _ Sy_em may _
en_ by _e Au_ofi_ in _M_ w_ _e pm_s_ _ _e A_ _d _e m_s of _e _m _d _e
L_ and is n_ com_ge_ on paymem by _e Bo_. _ _ _q_md m o_e _d m_m_n _c Sy_em
_ _fi_ _ _e Bo_ _ _e _ and mv_w_ by _e Co_ting E_

Be_nn_g on _e fi_t d_ _ _ch moth _e Bo_d _ mq_ _ p_ m _e Tm_ und_ _e R_ _e
Revenues in _e _ Wa_r Fund, _r de_ in _e Revenue Fund e_l_h_ under the R_ufion until _e
amoum _ _ equfls _e Mi_mum _n_y Bfl_ce _ _ R_ui_ _s _r s_h _n_. _
Mi_mum Money B_ is _e amoum _ui_d m _m_am _e _n_ _s_ _r timely paymem of fll
debt _c on Omsmn_ng Bonds. R_md _si_ _ _e _ _qui_ to _ pfid _m Revenues _r
_ m _e Au_o_y Ex_n_ Fun_ _e _ Se_e R_e_e Fund _d _e Su_i_md Indeb_dne_ Fund,
_du_ng amounm _u_d _r p_mem _ _e S_ond R_ Bon_ _d _ _nme de_. S_
"AP_N_X C__Y A_ SUMMARY OF CER_ __U_ of _e _m_Mi_m
Mon_ Bfl_."

Amoums on de_ in the Revenue _nd _ _qu_d to _ p_d _ _e _w_g _nds esm_hed under
_e Re_tion in the _ o_ _ _ fir_, _ _e _ Se_e Fund; s_on_ _ t_ Au_ofi_ Ex_e
_; _i_, m _e _ _ R_e_e _ m _em_ _y _y _e_n; _d _u_, m _e _n_
_de_edne_ Fund. If amoums on de_fit _ such _bt Se_e Fund or such Debt Se_e R_e_e _nd _e
_ _an _e _qui_men_ _oL _ums on de_ _ _e _r_n_ l_t_ Fund _e r_u_d _ _
us_ to m_e up such defic_ncy See "APPEND_ __ _ SUMMARY OF CERTAIN D_UME_S_

Su_ of _e _u___ into _n_n _M_"

In each mon_, a_r m_ng _ui_d _y_ to the Revenue Fund _e Bo_ is _q_ a_r paying

mon_ Bo_ _m_ to pay _e _y _2 _ _e O_ng Ex_m_ _r _e cu_m _fl Y_ _om _e
balance _m_ng in _e _ W_er _nd. A_r m_ng such paymem_ _y amoums _m_ng in _e _fl
Wa_r Fund in each mon_ _ p_d p__ely (_ _ _e _s_ _r de_ _ _e Revenue Fund until _e
_al of _i _ _s_d in _e Revenue _nd equ_s _e _sh _ow _m_t _ such _scfl Ye_ and
(_ _ _e Ci_ until all amoums _qu_ed _ _ p_d m _e _ _r O_ng Ex_m_ _r _ch _fl Ye_ have



been p_d. For a mo_ com_e_ d_cri_ion of Me requi_d paymems from Me Loc_ W_ Fun& _e
"APPEND_ C---GLOSSARY ASD SUMM^RV OF CERTA_ DOCUMF_NTS_Summaty of _e Res_ution" and

"Summary of _e Agr_ment."

The Hsc_ 2002 D, E and F Bonds will be on a parity w_h _e cu_ently Ou_n_ng Bon_ and wi_ Bonds
hem_t_ issued and _e payab_ from and secured by a pledge of 0) _I Revenues, (_ _l moneys _ s_uffi_ in
any of _e Funds and A_oums _hed under _e Res_ution_ exce_ _ moneys or s_ufifi_ on depos_ in a
Speci_ Accou_ _e _edged on_ to Me Series of Bon_ _ wh_h such Accoum _lates and moneys and securities

on deposit in _e Common Accoum _e Oedged only _o _e Bonds _r w_ch a Speci_ Accoum h_ n_ been
_hed pu_uant _ _e Gen_M Resolm_ and Oil) _l o_er moneys and ._ecufities m be m_i_& h_d _ mt

afide p_ant _ _e R_ufio_ _e_ only _ Me pmfi_o_ of Me R_ufion and Me Agmemem permitting

the apO_ation _e_of _r _e purpoms and on _e _rms and con_fions set _rth _erein, including Me making
of any req_red paymems m Me Uni_d _es wi_ _spect _ _age eaming_ No inch Speoal Accoum h_

been _blished by Me Au_ofi_. See "APPEN_X C--GLOSSARY AND SUMMARY OF CERTA_ DOCUMENTS--

Summa,-y of _e Res_ufion" and "Summary of _e Ag_emem;'



Pu_uam to thc Agreement, the Res_ufion and the Second Resolufio_ the Revenues recoved by the Board

will be aphid in the manner s_ fo_h in the fol_wing chart. The _formation com_ned in such chart is qu_ified

by reference to the Agreement, the Rcsolufion and the Second Res_ufio_

Consolidated Flow of Funds

Fin: Daily _ans_r _om Gene_ R_lufion _ _ R_ufion

_ W_ Fund Revenue Fund / Revenue Fund

(Monthly _

R_ui_n0

_bt _ice Fu_

v _
DSRF Refil_

_ A_ge Reba_ Fund

Su_rdinat_
Indebt_n_ Fund

S_ond: Dm_ t_r from Loc_ W_er Fund _ • Water Bo_d Ex_n_s

(M_ Re_m_0

T_: Dai_ _ _m _al W_r _ _ • System Operati_ and M_m_

(Mo_y R_u_m_O

_u_ U_ _ _m Loc_ Wa_ _ _ _o _m m:

(Up _ Annu_ Reqm_me_) • _ _ _n_ _: _ _n_

_ _. Au_ofi W _n_, DSRE _n_e

lndeb_dn_s (Second Restrain)

• Systems Olx rations and Mainten_ e

FiSh - Seventh: Daily Cansfer from Loc_ Water Fund _ * Ciu _a_ paymenk ope_ting and m_n_nance _.¢erve

(After De_ Servtce is _t aside; _p_cal_ _nded during _Oeni_hment, surplus inclu_ng pay _¢

• e la_ _w momhs of _e fisc_ yeaO you go carrel
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DeM Serv_e Reserve Fund

The R_ufion esm_hes a De_ Se_e g_erve Fund and _qui_s _ a con_t_n to _e _an_ of each

Sefi_ of Bonds _ _e_ be depo_d in_ the De_ Se_e R_e_e Fund _e arnoum, if _y, necessary _
make _e amou_ on depofit _erein equfl _ _e De_ Se_i_ R_e_e Req_mem, aR_ _v_g effe_ m _e

i_uan_ of _ch Bon_. The Debt S_v_e R_e_e Req_rnem is an arnoum equfl m rn_irnurn annufl
A_u_ed Agg_g_e De_ Se_e in _e _en cu_e_ _ any _tu_ _ Year on all Bon_ Ou_n_n_

Amours on deposit _ _e Debt Se_e R_e_e Fund will be applied, to _e ex_nt Revenues are not av_b_,
to pay PfindpM _Mlmen_ and M_st on _e Bonds. See "APPEN_X C--GLOSSARY AND SUMMARY OF

CERT_N DOCUMENTS_SUrnmary of _e R_ution--Debt Service Re_e Fund."

In l_u of making c_h depo_ to _e DeM Se_i_ Re_e Fund, the Au_ofi_ may smis_ the DeM

Se_e R_e_e Req_me_ by deporting _n_cial Gu_amMs i_o _e DeM Se_e R_e_e Fund.
S_ "AP_E_x C--GLossARY AND SOMMAR¥ OF C_TA_ Doco_E_,s_Summary of _e Re_olution_De_t
Se_e Re_e Fund."

On June 3_ 2001 the mark_ vMue of the securities and cash in the Debt Serv_e Reserve Fund was in

excess of the Debt Serv_e Reserve Fund Reqmremem of approxirnmely $607 mJllMn as of such d_e.

Rate Covenant

The Board has covenanmd in _e Agreement to es_is_ fix. revise and c_Mct rams. fees and charges for
the use oL or the serv_es furnished by _e Sy_ern. adequme, tug,her with other avMlaMe funds, to pro_de for
0) the tirn_y payment of Prin_pM ln_Mlmen_ of and imere_ on all Bonds. and the principal of and intere_ on

any other indebtedness of the Authori_ (wh_h includes Second Resolution Bonds and other subordin_e deM)
payaMe frorn Revenue_ (ii) the proper operation and rnMn_nance of the Sy_ern. (iii) all other paymems _quired
for the Sy_ern not otherwise provided foL and (iv) all o_er paymems _quired pu_uant m the Ag_erncm and
the Lease.

Wi_out liming the gene_li_ of the fo_g_n_ _e Board has covenan_d to e_ablish and collect rmes,
_es and charges suffioem in each HscM Year so _at Revenues c_ed in such _scM Year will be at iea_

equM to the surn of 115% of Agg_gMe DeM Servke and I_ojected Debt Servke on MI Bonds _xc_ng
Re_ndaMe Principal lnstallmen_ _at are payaMe _om _nds held in trust _efoD payable in such Fi_M Year,
and 100% of _e Operating Expenses and Req_d Depofi_ 0nclu_ng debt _rvke on Second ResMmion Bonds

and o_er subordinate deM) _qui_d to be paM from Revenues _r such _scal Year Ohe "Ra_ Covenant"L
Amoun_ on deposit in _e Revenue Fund on July I of a HscM Ye_ will _duce _e arnoum of Revenu_ _qui_d
to be rMsed to rne_ _e Req_red Depo_ for such H_M Year. A hilu_ to generme Revenues as set forth in
this paragraph will n_ constitute an '2veto of dehult" under the Ag_emem if the Board takes time_ actMn _
co_e_ any such defic_ncy as described in the folbwing parag_ph.

Under the Res_udon and _e Second Res_ution, _e Au_ofi_ is _qui_d m submit to _e Board by May !
of each year _e Amhori_ Budgo for the ensuing HscM Year showing the i_m_ed esfimmed Cash Flow

Requi_ment for such Fi_M Year. At the begging of each momh, _e Authofi_ is m _cMcuime the Cash Flow
Req_mem for the _en cu_em _M Year and _ submit any _vismns m the Au_ority Budg_ _quired as a

consequence to the Board. The Authofi_ Budget and Cash How Req_mem are to be used by the Board to s_
_tes, _es and charges.

The Board has covenanmd in the Ag_emem to _view the adequacy of rMes, _es and charges at lea_
annuMly. If such annual revmw, or the _po_ of the Rate Consdmm _quired pu_uant to _e Agmernem,

ind_mes thin the _s, _es and charges a_ or will be hsuffi_em _ meet _e _qui_rnems of _e Rme Covenant
described abov_ the Board will prom_ly rake _e necessary action to cu_ or avid any such deficiency. In
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addition,undertheAgreement,theCi_,wh_h _ respons_ forbilling,coloringandenforcingcolleens of

rmesandchargese_a_hed by theBoard,h_sagreedthin_ will_ligentlypu_ue allactionsnecessarytocure

oravoidany suchdeficiency.

The Boardhascovenantal_ theAgreementthinitwillnotfurnishorsupplyorcausetobe furnishedor

supped any produ_,useorserv_eoftheSy_em _ee ofchargeorata nomin_ charg_and willcnfo_e(or
causetheC_y toenforce)thepaymentofany and_I amountsowingtotheBoardforuseoftheSy_em. except

totheex_ntrequiredby theAch _sineffe_on July2_,198_.

AdditionalBonds

The Amhodty may issueaddifion_Bondstopay forca_talimprovemen_to_e Sys_m.topayorprovide

forthepaymentofBond_ SecondResolutionBonds andbondanti_p_ionnoms,includingcommer_ paper
note_torefundgenera]o_igm_n bondsof theCityissuedforwateror sewerpurposesand tofundcertain

reserves.Under theResolutio_addit_n_Bondsmay beissuedonlyuponsm_fa_ionofce_n _quiremcnt_

includingreceiptby theTrusteeo_

(a)a ce_ific_eby an Autho_zedRep_sent_e oftheAutho_ totheeffect_m theRevenuesfor

_thcr of the I_st two Fisc_ Years immediacy p_<cding lhe Fi_c_ Year in which such Bonds are Io be
issued were at _st equ_ to the sum of 115% of the Aggregme De_ Serv_e during such Fiscal Year

(exdu_ng from Aggregme Debt Serv_e any Pdncip_ ln_lmem_ or portion thereo£ p_d _om a souse
o_er than RevenuesL and 100% of lhe sum of the Operating Expenses of the Sy_em certified by the Ci_

and the Req_red Deposhs for such Fisc_ Year, and

(b) a cenificme of the Rme ConsPire to the effect th_ the estimmed Revenues for cach of the

follow_g five Fisc_ Years (plus the Fisc_ Year in ghich such Bonds are issued) a_er _ng effect to any
increases or decreases in r_es, fees and charges projected for such Fiscal Years will be at least equal to the
sum of i 15% of the maximum estimmed A_u_ed Aggmgme De_ Service on _1 Bonds then Om_anding
including the Bonds to be _sue& and 100% of the sum of the projec_d Operating Expenses and Requi_d
Deposits for such FiscM Years.

The Authority may issue addition_ Bonds for the purpose of refunding O_an_ng Bonds without
satisfaction of the req_remems described above only iP

(a) the average annual debt service on the _funding Bonds does not exceed the average annual debt
serv_e on the Bonds to be refunded, and

(b) the maximum debt serv_e _ any _sc_ Year on the refun_ng Bonds does not exceed the

maximum debt serv_e in any Fisc_ Year on the Bonds to be refunded.

See *'APPENDIX C---GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS--Summary of the Resolution."

AuthoH_ De_t

At the d_e of this O_ciM _ammenL the Amhofi_ has ap_oximme_ $8.03 Mllion agg_gme prindpM

amoum of Om_an_ng Bonds (Ca#_l Appreciation Bonds _e included m their accord vMue as of July 3_
2001). In ad_fio_ m _e dam of _is O_al _a_menL the Au_ori_ has app_mme_ $2.23 billion agg_g_e

principal amoum of outstanding Second Res_mMn Bonds. The Amhority is authorized to have outstan_ng up
to $600 mill_n of comme_ial paper notes (the *'CommerciM Paper N_es"L As of the dine of this O_ciM
Statement, the Authority h_ $600 miBion agg_gme prindp_ amoum of Comm_oM Pap_ N_es om_an_n_

Second R_ufion Bonds are payable from, among _her sou_e_ and _cu_d by, a pMdge of amoums on
deposit in the Subordina_d _deMedn_s Fund, _ect to the fir_ lien on such amoums in _vor of the Bonds.
Amoums on deposit in _e Subordinmed MdeMedne_ Fund will be avMMM_ to the e_em n_ ufil_ed _r Bond_
to pay debt se_e on Second R_m_n Bonds.
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The Comme_i_ Paper N_es are special oM_ahons of _e AmhodW the proceeds of wh_h are u_d m pay

the cos_ of ca_tal improvemen_ to _e System and are payab_ from moneys derived from i_evocab_, dire_

pay l_m of credit. _ on _e Commerci_ Paper No_s is _cu_d by _e Revenues of _e Symem and _e
moneys and inve_men_ from time to time on deposk in _e Subordina_d _de_edness Fund and _e _nds and

accoun_ e_a_hed under _e resdm_ns au_odzing _e_ issuance. The _edge of _e Revenues and _e moneys

and _vestmen_ from _me to _me on deport _ _e Subordina_d Indebtedness Fund is su_e_ and subordin_e

to the _edge _e_of made by the Restrain for _e benefi[ of _e h_de_ of Bond_ The _edge of the moneys
and _ve_mems on deposit in _e Subordina_d Indeb_dness Fund securing Commerci_ Paper N_es is of equ_

pdori_ wi_ the _edge securing Second Res_ufion Bonds.

The Au_odty's obligations to reimburse _e banks _r moneys advanced by _em pu_uam to _e leuers of

c_t securing the Comme_i_ Paper N_es, and to pay in_ on the moneys advanced are _cu_d by a p_dge

of _e moneys and roves[meres on deposit in _e Subordin_ed Inde_edne_ Fund on a parity with the p_dge _
secu_ _e Second Restrain Bonds. _ on such advances is _so secured by a #edge of Revenues wh_h is

subord_me to _e _edge securing _e Bonds.

On May 15, 2001, _e Au_od_ _sued $86,105,000 of i_ Cro_over Refun_ng Bonds, 2001 E _sue (the
"2001 E Issue Cro_over Bonds") and on Augu_ I_ 2001, _e Au_oriW issued $171,455,000 of i_ Crossover
Refunding Bonds, 2002 B Issue (_e "2002 B Issue Crossover Bonds") and $46_80,000 of i_ Cro_over

Reining Bond_ 2002 C _sue (_e "2002 C hsue Cro_over Bond_ and _gaher wi_ the 2001 E _sue
Crossover Bonds and the 2002 B Issue Cro_over Bond_ _e "Cro_over Bond¢'_ Each series of Cro_over

Bonds was issued pu_uant to a separa_ Cro_over Reining Bond Res_ution of _e Au_od_. Each seres of
Crossover Bonds is secu_d s_dy by _e proceeds of such _des of bonds and any _ve_mem _come _e_o_

until _eir _spec_ve Tender Dines. Guaran_ed investment com_s are expec_d m prov_e suffidem amoun_
to pay de_ serv_e on _e Cro_over Bonds until _eir _spective Tender D_es. The Cro_over Bonds have a
subordina_ l_n on the Subordina_d Indeb_dness Fund und_ _e Resolution but have no lien on Revenuem The

lien on _e Subordinamd Inde_edne_ Fund securing the Re_nd_g Bonds is subordina_ to _e l_n securing the

2001 E Issue Cro_over Bonds and _ of equal pdod_ and rank whh _e Hen securing the 2002 B I_ue Crossover
Bonds and _e 2002 C _sue Cro_over Bonds. If ce_n conditions are met on _e relevant Tender Dine, _e

Cro_over Bonds of _e _spective seres will be exchanged for Au_od_ Wmer and Sewer Sy_em Revenue
Bonds Io be issued pursua_ to the Res_u_on and the proceeds of the _spe_ive seres of Cro_over Bonds will
be app[_d _ redeem Autho_ty Wa_r and Sewer Sys_m Revenue Bonds.

Covenant of the State

Section 1045-t of _e Act contours a _edge of the Sta_ to the h_ders of Bonds not to limit or _r the

rig,s vexed in _e Au_ori_ or the Board by _e A_ _ fulfill _e _rms of any agreemem made wi_ cr for _e

benefit of the h_de_ of the Bonds until such o_gations mge_er with _e in_ thereon are fully m_ and
discharged.

E-8



THE AUTHORITY

Purpose and Powers

The New York Ci_ Mu_p_ W_er _nance A_hofi_ is a punic benefit corporation c_amd pu_uam _

Me Act. Among i_ powe_ under Me Act, the Amhofi_ may bo_ow mone_ issue de_ and enmr in_ _e

Ag_emem, and re,rid _s bonds and notes and general obligation bonds of the City issued _r wa_r or sewer

purpo_s. Ad_t_nM_, Me Au_ofity h_ Me power to _qui_ _ _e Bo_d ch_ge and collect suffic_m _s

to pay _e cos_ of operating and financing _e Sy_em and to en_e Me ob_gation of _e C_y adequa_ to
operate and m_main _e Sy_em, _g_d_ of _imbu_ement by _e Bo_d of _e c_s_ incu_ed by _e CiV for

operation and m_n_nance.

Pursuant to Me Act, then is a m_mo_ fir_ _en upon _e Revenues in favor of the paymem of _1 amoums

due _ Me Au_ori_ und_ Me Ag_emem. The Revenues _m_n su_eo _ this lien until pro_on _r paymem
of all _deb_dness issued by _e AuMofi_ has been made. See "C_TA_ LEGALO_N_NS" _r a dead,ion

of the op_n _ndered by Bond Counsd _ in _e event of a Ci_ bankmptc_ a cou_ exercising _asonab_

judgmem a_er _11 cons_e_t_n of _1 relevant _c_, wou_ not hdd Mat _e Revenues _e property of _e
City.

Memhe_hip

The Ao au_ofiz_ a seve_member bo_d m adm_i_ _e Amhofity. Four of _e membe_ of the Bo_d

of Di_c_ _e design_ed in _e Act as ex of-fic_ member: _e Commissioner of Enfi_nment_ Protection of

Me C_y, _e Di_c_r of Management and Budget of Me City, Me Commi_n_ of Hnance ¢f _e City and _e
Commi_n_ of Environmem_ Conse_afion of _e Smm. Of _e three _mfi_ng publ_ members, two _e

app_med by the Mayor and one _ app_nted by the Governor. The pu_ic memb_s have terms of two years.
Pursuant to _e Act, all membe_ continue to hold office umil their successors are appoimed and qu_e&

The cunent memb_s of the Board of Directors _e:

Mem_r Oc_tion

Adam L. Barsky (I) .................... Die.or of Managemem and Budget of Me Ci_

Efin M. Crotty (1) ...................... Commi_n_ of Env_onmem_ Con_ation of
the Stme

And_w S. Efi_off (1) .................. CommisSioner of _nance of the City

Jod A. M_le, SL P.E. (1) ............... Comm_s_n_ of EnvironmemM P_m_Mn of
the Ci_

Ch_les E. Dorkey llI _) ................ PartneL To_s
A_hur B. Hill (3) ....................... Uni_d P_cel Se_e, R_i_d

James P. Stuckey (_ .................... Senior V_e P_sMem and Di_cmr of Comme_iM
Dev_opmem, Fo_ Ci_ Rmner Compames

(i) Exof-fi_
(2) App_med by the Mayor.
(_ App_med by Me Governor.

The _l_w_g is a brief de_fi_n of ce_ain office_ and _aff membe_ of the Au_ofity:

MaA Page, Executive Director

M_ Page was appointed A_ing Executive D_ec_r in Decemb_ 1984 and Executive Di_c_r in
Oc_ber 1985. M_ Page also se_es as _e Depu_ Di_c_r and Gener_ Counsd of _e Office of
Managemem and Budg_ of _e C_y. M_ Page has wo_ed _r _e City since 1978. M_ Page is a g_du_e
of Harva_ U_ve_i_ and New York U_ve_i_ School of Law.
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AlanAndc_. Treasu_r

Mr.Ande_ w_ appoin_dT_asu_r _ Oc_ber 1990.ML Ande_ _so _es asDie.or of_nancmg

P_icyandCoordination_r _e OfficeofManagemem andBudgetof_e Cir.Priorm joining_e Au_ori_
and _e Ci_ inSe_embcr 1990,ML Anden was a seniorinve_mem banker_r J._ Morgan Secudt_s
since1977and prior_o_ d_c was ExecutiveDie.or of_e Commi_n on GovernmentalEffic_ncy
and Economy inB_mo_, Ma_nd. M_ Ande_ isa gradu_eof_e Unive_i_ ofPennsylva_aand_e

Univ_ ofMarylandLaw School.

Ma_ofie E. Henn_ Secretary

Ms. Henning was appointed Sectary in November 1993. Ms. Henning also sc_es as Couns_ to _e
Office of Managemem and Budg_ of _e Cir. Ms. Henmng is a gradua_ of _e State Un_e_y of New
York _ Buffalo and _e Harvard Law School.

Law,rice R. Ghn_, Com_roll_

M_ Glanm was appoin_d Com_roller _ January 2_)0. He is a gmdu_e of Hofstm U_ve_ity.

Thomas G. Pa_ Deputy T_asur_

Mr. Paol_elli was appoimed Depu_ Treasorer in November 200& He is a gmdu_e of _e Stme
Univcrsi_ of New York _ Buffa_ and _e U_ve_i_ _ Albany's Rockefellcr Col_ge of Publ_ Affai_
and Policy.

Philip Was_rman, Assistant Treasurer

M_ Was_rman j_ned _e Au_ofi_ in June of 2000 _ a finand_ anfly_ and was appoimed A_i_am
Treasurer in Novemb_ 2000. He is a gmdume cf Cornel U_ve_R_ Colum_a Unive_ity, and _e
U_ve_i_ of Texas _ Auxin.

Pre_ott D. Ul_y, Asfismm Secretary

M_ Ul_y was appointed A_mm Secretary in Feb_ary 1998. M_ Ul_y also serves as Depu_
Counsel of the Office of Managemem and Budg_ of the Cir. He is a gradume of the Un_erfi_ of
C_ifomh _ Berkeley, the _ch_ School of Law and Di_omacy of Tu_s U_v_sity and Cdum_a Law
School.

Raymond Ofland_ Manager of Inve_or Rd_ns

M_ Orlando was appointed Manager of Investor R_ns in June _)00. Hc is a gradume of the
U_ve_i_ of PennsyNa_a and _e John _ Kennedy Sc_ml of Govemmem at Ha_a_ Umve_ity.
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THE BOARD

Purpose and Powers

The Board is a public benefit corporation of the S_te crea_d by Chapter 515 of the Laws of 1984. The

prmary responsibility of the Board is to fix, mvis_ charge, c_ and enfo_e rates and other charges for the
Sys_m.

The Board is requ_ed under the Act m e_a_h rates _ will pro_de adequ_e funds to pay the de_ serv_e

on o_an_ng Authority _dc_edne_ and _e Ci_'s cost of operat_g and m_m_ng _e Sys_m. In each Fisc_
Yea_ any amoums mm_n_g in the Loc_ W_er Fund, a_er mak_g the req_d paymen_ under the Agmemen_
sh_l be deposited in the General Accoum in the Operat_n and M_menancc Reserve Fund and shall be av_ia_e
either as a souse of fun_ng for Sy_em expendku_s or upon cenific_n of the Ci_ for dcposk to the
Amhor_'s Conflru_ion Fund to pay for the costs of Sy_em caDtM projecB. See "APPENDIX C---GLOSSARY
ASDSOMMARVOF CERTAtSDocuMESxs--Summary of the Agreement--Ap#ication of Moneys in the Operation
and MMnmnance Reserve Fund."

Pursuant to the Lease, the Board has a _aseh_d im_e_ in the System for a term continuing until MI Bonds

or mher oM_ations issued by the Authority an pMd in full or profi_on for payment has been made. Under the
Lease, the Ci_ will provMe MllM_ c_Mctiom enfo_ement and legal servkes to the Board. The Board is

required to compensme the City for the cost of these serv_es.

Membership

The Board con_s of seven membe_ who an appointed by the Mayor for terms of two years. The A_

Mso provMes thin at iea_ one member will have experience in the soence of water resou_e deveMpment and
that no member of the Board will be a member of the Amhor_. The ChMrman is appointed by the MayoL
Pu_uant to the Act, Ml members comMue to h_d office umil their successors are appointed and quMifie&

The cu_ent membe_ of the Board are:

Member Occupation

Mark R. H_m_ Ch_rman ............. Partne_ Pil_bu_ Wimhrop LLP

Susan Mill_gton Campbell .............. Partne_ Hughes Hubbard & Reed LLP
Leroy Carm_ha_ ...................... Execu_ve D_e_or, Bronx Psychiatrc Center
Ama_ah How_l ....................... President, How_l Pe_eum Products, Inc.

Agu_in Rivera ........................ Speci_ Ad_so_ New York Ci_ Techn_ College
Dav_ B. Rosenauer .................... Partne_ Gibson Dunn & Cru_ber

James T.B. Trpp ...................... Gener_ Counsel, Environmental De.rise Fund

The fol_w_g is a brief desc_ption of the s_ff membe_ of the Bo_d:

Diana Chain, Ph.D., Execu_ve Director

Ms. Chain was appointed Executive Dimc_r of the Board in October 1996 and Fir_ Dep_y
Commi_ner of DEP in Augu_ 1996. Shc began h_r career in Ci_ governmem in 1978, most recently as
Depu_ Comm_s_ner for Policy and Administration at the Depa_mem of Bui_g_ where she ch_d the
Plumbing Board and coordinmed the One S_p Permitting Program. Prior to thin, she was the Depu_
Commissioner in charge of PlanMn_ Revenue and Capitol Projects at the Department of Parks and
Rec_m_n. Ms. Chap_ is a gradu_e of the Un_e_y of Mkh_am and mcoved a Ph.D. from Corndl
UniverMty where she was both a Woodrow WiBon Fel_w and a D_se_ation FdMw.

W_liam Ku_erbeck, Tmasu_r

Mr. Ku_erbeck was appointed Acting Treasurer in June 1985 and Treasurer in November 1985. Mr.
Ku_erbeck has worked for DEP since 1979. He has served in various positions _ DEP induing Dim_or
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of Rues and Revenu_ and Director of the Once of Han_n_ M_ Kusterbeck is a g_duam of Hun_r
Cringe of _e Ci_ UnNe_i_ of New York and C_um_a U_vemiw Gmdu_e School of Bufines_

Carmdo Emil_, Dep_y Treasurer

M_ Emil_ was appointed Depu_ Tm_umr in June 2000. He has worked _r the Ci_ since i 976, and
h_ se_ed as the Chef of _nan_ Operations _ _e W_er Bo_d from 1996. Prior m j_ng the W_er

Boa_, Mr Emil_ worked wi_ the New Yo_ Ci_ Office of Managemem and Budg_ as a Revenue
Ana_st. M_ Emil_ is a g_du_e of Baruch C_ge of _e City Unive_i_ of New Yo_.

Albe_ E Moncum, J_, Sectary

M_ Moncu_ wus named Acting Secretary in Feb_ary 1997 and Secretary in April 1997. M_ Monc_e

also _es _ Chief of _e Mun_ipM _nance Divis_n of _e New York Ci_ Law Depaament.
Mr. Moncum h_ wo_ed for _e Law Departmem since 1986. Mr. Moncum is a g_dua_ of Daamou_
CdMge and _e Yale Law School.

THE DE_RTM_T OF ENVIRONMENTAL PROTECTION

Organi_t_

Ov_ 5,7_ DEP staff mem_ _ _s_ned to _e Sys_m. Ap_oxima_ 8_ _o_e wit_n the Sy_em
_aff _ assigned to the design and _m_ of ongdng ca_t_ p_ including p@_ _n _e Ca_al
Imp_mem _g_m, _ he_ina_ defined, and _pm_m_dy 4_ prov_e __e and support

_es _ _th _m _d _m_m _ Them are approximmdy 3_ _d_ em_oyees wi_in _e DEP
_aff whose duties _ not mimed to wa_r and sewer _e and whose co_ is nol included as a Sy_em cost.

_e New York Oty Department of _sign and C_s_ (_e "DDC") has mspo_l_ _r _e
con_m_n and m_m_ of w_er and sewer m_ns in t_ Cir. Ba_d upon cu_ent w_o_ a

p_n_n of DDC's _aff equivflem to 450 _ll&me podfions is devmed _ Sy_m c_s_n p_.

DEP is m_ by a Comm_fione_ who is _d by the Mayo_ h is o_ani_d into seven bureaus:
Cu_om_ Services; Wmer _d Sewer O_; Wmer Supply; Envi_nmemfl Engineering; W_wa_r
Tm_mem; M_a_m_t _d Budga; _d Executive Bumau_

The _wi_ am brief d_cd_ions of cen_n m_agemem p_nnd m_on_e _r _e o_n of _e
Sy_em.

J_! A. M_le SL, EE., Com_

Mr. M_le was ap_n_ Com_ in August 1996. _or to j_ning DEP he se_ed as
Com_ of the _p_m of B_s ("DOB") _m 1994 to 199_ and as a Commi_ion_ of _e
_y H_m_ Commi_ from 1990 to 1_4. ML Mire is a P__I Engineer wi_ mo_ than _in_
e_ht ye_s of _fi_ _d was a _unding p_ner in the fi_ of M_le Ass_ia_ the successor to _e

fi_ of Yuddl _d M_ where he was em_oyed _ a design engineer _m 1955 _mugh 1965. ML Miele
enli_ed in _e U.S. Navy in 1957, and mm_ned active in the mse_e of the _vii _D_ _ u_i his
_m_t in 1988 wi_ _e _nk of Capon _d _e 6_ _ Comm_e. He w_ p_mo_d m Re_ Admiral

in the New Y_k Nav_ Mi_fia in May 1998. M_ Miele is a g_du_e of _e Pd_hn_ _m_ of New
York.

Diana Chain, PED., _t Depmy Comm_on_

Ms. Chain was _d _ _puty Comm_s_n_ of DEP in Augu_ 1996 and Executive Director
of _e Bo_ in _r 1996. She _gan her career in City go_mmem in 1978, most recently as Depu_
Commi_n_ _r _licy and Ad__n _ the __ of B_l_ng_ where she ch_md the

_um_ng Bo_d _d c_n_ _e One _op _g _o_am. _ _ _, _e was _e _pu_
Commi_ion_ in ch_e of _anmn_ Revenue and Ca_ _ _ the _p_m_t of Parks and
Recision. Ms. Chain is a g_du_e of the U_v_ of M_ and mc_ved a Ph.D. _m Comdl
U_ve_i_ whe_ _e w_ _ a W_w Wil_n Fd_w and a Di_en_n _!_
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B_sy C_fin_ Depmy Commissioner

B_ C_ii_ w_ app_n_d Depu_ Commissar _r Cus_m_ Se_ic_ in Feb_ary 2001. Pfi_ _
j_n_g DEP _e _ed _ a p_y advi_r _ t_ Depmy M_ _r Ope_fionm Ms. C_lins emend Ci_

gove_me_ in 1989 and has wo_ed _ the Ci_'s O_ce of Managemem and Budget, _e City Council
Offi_ cf Ove_ and _ve_gation and _e Departmem _ P_ks and Recreation. S_ is a _d_ of
Bam_d C_ge and _ived a M_s Deg_e in Pu_ic Adm_i_mt_n _om Baruch C_le_ of the Ci_
U_v_ of New Yo_.

Dou#m S. G_e_ P,E., Depmy Commisfion_

ML G_ey w_s appoimed Die.or of _e Bu_au of Wmer and Sewer Operat_ns in 1996. He has
been wi_ _e Department of En_ronmentM Protection since 1973 and h_ se_ed in num_ous capa_t_

including Chief of System Operation_ Chef of the Mmn_nance Diatom and Chef of the RepM_ D_Mn
of DEP's Bu_au of Wa_r Sup#y and Wa_ewm_ C_M_n. Mr, GreeMy _ a g_dua_ cf _e S_vens
lnsti_ of Techn_ogy. He is a Pro_s_onM En_neer.

Mkha_ A. Principe, P_D., Depu_ Commissioner

Dr. Pfincipe was appointed A_ing Depmy Commi_ner of _e Bureau of Wmer Sup#y ("BWS") in
June 2000. He has been with DEP since 1981_ retying in a varie_ of roMs, mo_ _cently as the Deputy

Die.or of BWS and Chief of _e Div_n of Drin_ng Wmer QuMi_ Control wi_in BWS. DL Principe
gradumed from Corne_ U_ve_y wRh a B_. in N_urM Resou_e_ rec_sed a M.S. in Environmental
Science from SUNY ColMge of En_ronmen_! Science and Forestry at Sy_cuse. New York and a Ph.D. in

Biology from CUNY Gradua_ School and UnNe_y Cen_L

Mr. Gaffoglio w_ _pointed _ of _e Bureau _ Envi_nmenml Envn_fing in 1996. He h_
been with the Deparlmem of Envi_nmemM Pro_on since 1970, and has se_ as the Chief of _e
Div_n _ Com_ned Sew_ O_ow Aba_mem, Depmy _ _r Sew_ Deign, and m_t _nfly
as _r_ Depu_ Di_c_r of E_i_nm_ Engineering. ML Gaffoglio _c_ved a B.S. degree, an M.S. in
T_nsponation _an_n_ and an M.S. in Managem_t &om _e P_hnk _um of New Yo_. He is a
P_nM Eng_

Al_nso R. Lope_ P.E., Depmy Commis_on_

ML Lopez was appointed A_g Depu_ Comm_sMn_ of the Bu_au of Wa_ew_ T_mem in

Janua_ 2001. He has been whh the DEP _nce 1973 and has se_ed in num_ous posit_ns mc_ng Chief
of Process Engineering, CMef of Noah Facilities Ope_fions, Chief of B_s_Ms Engineering and _anmng
Division and most _cently _ Depmy Die.or of F_es Operation_ Mr. Lopez is a g_du_e of New
York Umv_fi_ wi_ a deg_e in Civil Engineering and is a Professional Enginee_

Labor Rdafions

During _e la_ decade, th¢_ have been no _rikes or m_or work _oppages of DEP emp_yees aff¢c_ng the
Sys_m. Approxim_e_ 95% of DEP's em_oyees are membe_ of labor unions which _presem such em_oyees
_ collec_e barg_ng w_h the C_y. Whh minor exceptions, _e c_ctive barg_ng ag_emen_ cu_ently
covering DEP em_oyees who a_ membe_ of labor unions ex#_d mo_ _an one ye_ ago. The Ci_ has
reached an ag_emem with Di_fi_ Coundl 37 of the American Federm_n of Stme, Coumy and Mu_c_

EmpMyees ("DC 37"). The m_ofity ¢f DEP em#oyees who are membe_ of un_ns are mem_e_ of DC 37.
The agreemem covers the period _om April I, 2000 through June 30. 2002 and provides for a 4% wage irc_ase
effective April !, 2000 and an ad_fionM 4% inc_ase on April 1, 2001.

E-13



CAPITAL IMPROVEMENT AND FINANCING PROGRAM

Ca_l Improvement Program

The Ca_tal Im_ovement Program applicable m _e Sys_m _r Me period 2001 through 2011 (Me "CI_')
includes _e ca_t_ impm_men_ m _e Sy_em in _c _'s Ten Ye_ Caph_ Strategy pumiced _ Ap_ 2001
_r _e period 2002 t_ovgh 201 I. The C_ i_luded _ted expenditures _ $II_ billien _r water and _w_

The CIP p_n_d _ Me fol_wing table en_ed "Ca_t£ Impmvemem Program" _fle_s a _view of _e
p_sem con_fion and _ng-term needs of Me _a_ and eq_pmem con_i_ng _e Sys_m. The C_ incorpo_tes

Me requircmc_sof _g_ mandams,_c pm_m rcplacememcyc_ _r M_e _c_, cmensionsm _e pm_m

_c _, andprog_ms _ cnh_ andoptimi_Mc o_rat_n ofMc Sy_cm. AI_wan_s arc_dudcd inMc

CIP _r cm_gency _p_r and replacement.An annual_lowan_ _r c_Mafion_ co_ duc _ _flationof2.3%
in2002,2.5% in2003,2.7% in2004,2.6% in2005 and 2.5% ineachof theyc_s 2006 to201I,has been

included,using_M Year2001_ _e ba_ yc_.

The CIP p_n_ _e maximum authorizedlevisof work.The acm_ woA doneinany givenyc_ w_l

• ffcrf_m Mm outlinedin _c CI_ Pr_tions co_ncd in Me CIP concerning_utinc_acemcm and

cxmndon wo_ on _c Sy_em and i_componc_s _c likclym varyfrom_m_ pedorman_. Gc_r_ly, w_k

occu_ mo_ _ow_ _ ag_cg_e Man od_n_ proj_ Tim_g of Mis w_k is n_ cfi_c_ _ _c wdf_e of
_c Sysmm. Work projected in _c CIP _bstantially exceeds _ose levels requi_d _ o_er m m_nm_ Mc
cu_em_ m_rated condition of _c Sy_em.

The Ten Ye_ Ca_t_ Strategy w_ pu_h_ on April 25, 2001 and will be updamd by _c cuncnt capital
_an, which h revised morn frequently Man _e Ten Year Capiud S_a_gy.

The CIP w_ ev_uamd _dependently by M_c_f & Eddy, _e Au_ori_'s Cons_fing En_nec_ M_c_f &

Eddy concluded Mat Me CIP is compmhensve and m_on_ve to Mc _ng-tcrm nec_ of Me oper_n of Me
Sy_em. See "'APPE_qD_ A_LE'VrER OF METCALF& EDDY, C¢_SULT_G E_NEERS."

While Bi_k & Ve_cg Me AuMo_s Rate Com_tan_ h_ n_ performed a d_d _dcpendem mv_w
of _e ca_tal program e_mcnts and has n_ made an on,netting evMu_n of _e Sy_em, Bl_k & Vea_h h_
concluded _ &e g_ _v_ of anfidpatcd commitm_ _ugh 2011 _ _fl_md in _e CI_ appears m be
_ona_e comp_ed _ _her l_ge wm_ and wa_ewmer util_.
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Capital Improvement Program
(Thousands of Dollars)

200t 2002 20_3 20o4 zoos 20o6 200_ 20o8 2009 20to 20tt Total

WATER SUPPLY AND TRANSMISSION
C_yTunnel No. 3 Smge l .............. S 5_819 $ 14.000 $ 23_000 $ 73Jg_ $ _300 $ _ $ _ $ _ $ -- $ -- $ -- $ 386.119
Ci_ Tunnel N_ 3 S_g¢ II .............. 12_721 88,771 3_000 35_000 37.500 ...... 64_992
Mi_elhneous Prog_ms ................ 19000 10_) ......... 2_000

Su_M ............................. 191_4_ I IL_TI 272.00_ ---43_000 _4_800 _-- _-- _- - _ _ _ 1_53,! I I
WATER DISTRIBUTION

Augmentat_ncroton_|t_tion Project.°f Wmer Sup#y...............Sysmms.. |6_3206 143,790I_10 63_000-- _-- __-- _-- ___ _ __-- _-- --_ 948,1I01_16

Co_osiOnDam SafetyPr_ecfiOnprog_m........Sy_cm...............""'" "'. 15_66-- 35_57-- 69_76-- 66.600-- ! 1,000-- 2,300_ ---- I t ,000-- ---- i I,_-- ---- 21_8992_00
Map_ng and Te_metry ................ 12.000 .... 2,_ ..... 14_00

T_nkTmnkDismbufionDi_nbufiOnandandM_nReN_ememMainEx_nsmn..... 100_431_877 7_32639840 9_75344_48 5_81657_45 48,56737"77254.19916'00065_003_00 60.00014'10060,000_ 60.000_ 60.000_ 742.104224_82
Wmcr QuMRy Pre_ation ............. 375_13 113_91 151_g5 5_800 I_000 2Z265 I_000 5,000 -- 5,000 -- 755D54

SuMm_ ............................. 688_2g 402_14 1_03.1_'_ 23%161 --107,339 102364 _79,000 90,100 60,000 7_000 60,000 2.908.265
WATER POLLUTION CONTROL

Bi_og_ Nu_em Remov_ ............ I I_70 18.240 2&O00 25.000 25.000 25,000 25.000 .... 155.710
Consem Dcc_e Upg_ng &

,Dq_t.,a S_dge Dispo_l_antC°mp°ncm_a_tUpgm_ngC°nstructi°n".............................."""'"''"""""'''""" """'""&_aMlizatmn.Construction........... 238_341I1,7182_617_7221455.598189,156337'3772_876228,_0048_38459.040312_5002_13015303_801 340,00043A21_- 2162._30,130_000- 15_P_13_130_--165_003_130__ 3_130__-- ___ __---- iN55_351_8_i7955IN?85&098
W_cr Query Mand_¢_ ................ 55319 175.165 341375 169_76 98,813 121,0OO 105,000 .... 1.066,54_

Su_ ............................. 1.24_973 I_0_412_ 1.144.199_ -- 68_210 507_34 455_30 _310,130 195,130 30.130 _ -- 5.774.O48
SEWERS

Re_accmem or Augmenm_on of Existing
Sy_cm_ ........................... 7325 13_67 13.891 8,200 _ IIJlfIO ..... 54.383

Exmns_ns m Accommod_e New

Dev_opmem ....................... 36.379 99270 115_76 5_272 52.295 2_800 3_8_) 3_800 3_800 42.800 4_8(_ 58_692
Prog_mmatic Response to Reg_o_

Mandmes .......................... _ -- 9._ ........ 9,0_)
Prog_mm_ Re#accmem and

Reconstruction ...................... 1_32 2390 g.000 5,200 5.200 3.200 3_00 3,2{_ 3.200 3_00 3.200 42.322
Replacemcm of Chron_ally FMling

Componen_ ........................ 133_78 131 A26 54_58 35_3 ! 41.317 35,000 45,000 45.000 45_00 45.000 45.000 655M i0
Tmnks ............................... -- 139 ......... 139

Su_ ............................. 179.114 24_192 200.625 lO8.203 98.812 7_000 86,0_0 8_000 8_ 91A}O0 91.000 1_5_946

EQUIPMENT
Con_n ......................... 32.093 25.606 26_23 22,223 4_23 4_23 4_23 4.223 4.223 4223 4_23 13_7()6

ManagememFac_yPurchases_rmati°n&Recon_mctton .Sy_ems.... ........ 32_43I 8A44 63'820I 8.134 I _53I A64 I_00_ 3_0001_00 _ 3_000_ _ ---- _-- _-- 158.71641.042
Utili_ Reloc_ion for Sewer and Water

M_n Pr_ec_ ....................... 28.607 19796 19_ 10._ 19000 !_000 19000 10.000 I0.(_0 1_250 19506 130.159
Vc_c_s and Equ_mcm ................ 1_068 27323 2RO0 IA_0 I_X.)O ...... 50_91

Su_ ............................. ! 31.155 146_79 41.840 34323 _4&723 _14.223 44.223_ 14.223 _14,223 _l_473 14,729 51_614

TOTAL FUNDS .......................... _$2A39_07 g_119968 _$2.661,826 $1A9_297 _806.908 _649_17 $519_53 $385_53 $190353 SI81A73 $165329 $11,602.984



FolM_ng is an exp_n_on of i_ms in _e pmce_ng ruble und_ _e caption '_A_TAt. IMPROVEMENrrAND
_NANONG PROGRAm"

Wa_r Supp_ and Trammission

Tunnel _ Stages I and B of Tunn_ 3 mcMde com#_ion of the Brookly_Queens _d M_R_
_gmen_. Excavation of S_ I was compMmd in 1985. S_ge I _came o_r_onM in July 1998 _d has
im_o_d the ml_M_y of _e tra_mi_Mn sysmm. Stage I ca_l _nditu_s include costs of _e Hillvmw

R_em_r CoveL Com_etion of _e Brook_Queem _gmem of S_ge [I will impm_ _es _ Staten Island,

BrooMyn and Qu_. Construction of the M_n _gmem of S_ II will _lbw com_etion of the
Brookly_Quee_ _gmem of Stage II. Sm_ I! is _h_uMd _ _ com_ed in 2008. S_ '_gE SVSTEM_The
Wm_ System_Wm_ CdM_Mn _d _fibution."

Water Distribution

Croton Filer Project. The Ci_ is a party to a _deml court consent dec_e wi_ the UnRed States and _e

Stme wh_h _ out a fim_aMe _r the design and con_m_n of a _lb_Me wa_r tmmmem hcili_ to filmr
C_n Sy_em wam_ S_ "THE SYSTeM--The Wamr Sysmm--Govemmemal Reguhfio_"

Wastewater Treatmem

Consent Dec_e Upgmding and Constm_ion. The Clean Wamr Act _s herinafter defined) and _e Stare

Coment Dec_ (_ hero,after define_ requi_ cong_Mn of an in_epting sew_ _r one of _e _uneen

plants, and _e upg_ng of _e #an_. These projects _e designed to impure _e quMi_ of _e _oun_ng
wmc_.

Wawr _uali_ Manda_g During periods cf _avy rainfall, a comMn_Mn of _orrnwater ond _wage
bypasses tm_mcm and is mM_ed in_ _e Ci_'s wm_ways. This program pm_d_ _r _e _udy, d_ign and
con_m_Mn of the _fies necessary _ con_ _c polluting effects of such _le_.

PMm Upgrading and Recon_mctiom This _og_m includes various proje_s undertaken to upg_de or

_comt_ _wage pump station_ motor ve_ds, mg_mo_ and componems of _e plant t_mmem _smm.

Plant Com_onem Stabilization. This p_am includes the _acement and _con_n of _iling
componen_ wAMn _e fourteen #ares and thor r_med h_s necessary m mMm_n proce_ relmM_ty.

B_gical Nutrient Removal This p_am will pmv_e _r _e _t_fit of five wmer pollutMn camel
#an_ to decrease _e amount of _tmgen _h_ged into the _r_un_ng wmen Ong_ng _ud_s will demrmine
• e _n_rm _an for nA_gen _movM.

R_m_t _ _a_ _ng __ This _ovam _ovM_ _r _e _#_emem _ _we_

_at have _ady cdh_ _ _fi_ ch_nic mM_no_ns (_ exam#e, sagging, Mnds or im_o_
M_nmem) th_ cannot _ ove_ome _ugh mMn_nance or _pefie_e ch_Mc mM_n_ due to inadequam
capaci_.

P_mm_ R_m _d _ns_. Sy_emm_ m_emem of _we_ co_tmcmd _ wh_
am now con_de_d to _ _b_and_d m_hods and martials or with ma_riMs that have e_e_ _dr use_!

li_ has _en undertaken. This will avid morn cosily hm_ mpai_ and will imp_ _e gene_l _lhM_ of
_e Sy_em.

P_gmmmatk Re_ome _ _guM_ _n_ A p_am _ add_ss _e __ __ of new

sewe_ _qui_d by the _n Wmer Act has _en e_aM_he_ This p_g_m is designed to dim_me the
_M _ha_e _ um_ _w_e.
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__nt or A_m_m_n _g _ Re comMned sewe_ must _ I_ge enough to convey

a ¢e_ain amoum of bah __ and sewage flow bas_ on _n den_. indium di_ha_ and
sm_ runoff in t_ _we_d _a. So_ existing sewe_ _i to h_dM this flow _ua_ due to events

__ subsequent to their ofi_nM design.

_e sewer p_ec_ _n_d wi_in _is cmego_ will increase the capao_ of these sewe_ to adequme
_vcls _mugh _ns_. _paiL _acemem or _ve_ion of flow into _p_em_ se_r _. Also

included in this c_ego_ are sewer p_e_s th_ _ undertaken pfimafi_ _o_e _her _flmou_ p_cc_
ma_ such sewer wo_ dc_b_. _ese p_ include the co_tmcfion of sewe_ in co,unction wi_ mher

mfl_' _uch as wate_ gas and e_dc) mad _con_m_n and m_or l_d use changes.

_ns_ w A_ommo_ _w __nr _e City must pmvi_ accep_e sewage dis_l

me_s _r _fidems w_hin its jufis_n and mu_ t_ _a new sewe_ _ _qui_d. The
_n_m_ of sewe_ to _ace se_c tanks in _lm_ _s avoids health pm_ems _s_ with fim_s.
bac_fia and _her _wag_lmed _lm_ and m_im_ _w_r fl_in_

_ __n_r Sewe_ and _r _ P_ea_ Und_ _e Ci_'s c__ ag_emcm wi_ gas
mH_e_ the Ci_ is mq_d _ pay 51% of ufil_y work _qui_d as a resuR of water main and sewer co_tmO_n

_sml_fion _ _mr Mem_ %is includes the _l_ of water me_ and _her fixtures in o_er to

mo_ _e_ me_u_ water us_e _r billing pu_ and to encourage co_e_miom

_o_c_ Cap_ P_m

_e _l_w_g _e p_s ca_ commitmems _d ea_| ex_s of _e Sy_em _r _sc_ Ye_
1996 _ugh _. Ca_l comm_mems _e con_a_u_ o__ cn_d imo during the _sc_ Ye_ while
ca_ ex_s represent cash paymen_ made du_ng the Esc_ Year.

Sys_m Ca_ __e_ and __
(MilUo_ of D_)

Sy_ AH Sy_em A_ Sy_em All Sy_em MI Sy_em AH

Wm_ _y ................. $ 32 $ 32 $ 17 $ 17 $ 58 $ 58 S 4 $ 4 $ 71 S 71
W_er M_ .................. 315 343 _) _2 152 152 2_ 203 271 27 |

Sewer ........................ 126 126 166 I_ 1_4 184 185 185 2_0 240

W_r _H_ Co_ ........ 2M 312 352 355 320 321 198 I_ 4_ 420

_u_mem .................... 182 182 185 185 98 98 gl 81 _ _

Tot_ .................... $_ $ _5 $1.180 $1.185 $812 $813 $_g $672 $1_6g $1._8

Sy_em _1 Sy_em MI _tm AU Sy_ All Sy_em All
E_m _(I) _ Fungi) _2_ Fund_l) F_nd_ _D _ _1) Fun_(_

W_Sup_y ................. $ _ $ _ $ 71 $ 71 $107 $107 S 87 $ 87 $ 75 $ 75
Wa_r M_ns .................. 3_ 321 298 316 211 220 187 I_ 168 169

Sewer ........................ 126 126 163 163 162 162 174 174 218 218

Water Po/_ion _mtro/ ........ 216 267 2_ 239 237 249 274 278 2_ 2_

_mpmem .................... 1% 1_ 189 _89 62 62 $9 59 68 _

To_l .................... 59_ $1._ S 927 $ 978 $779 $8_ $781 5788 $ 792 $ 798

(1) Sy_em Funds include the pr_e_s _ A_h_ _nds sdd &_o_ u_ _e pu_ and _o_ p6va_ _aeed _th _ EFC _s defined
_ un_r _e _v_ng fund pin,am and Sy_em revenues.

(2) All Funds include &det_ and St_e ca_i g_nE.
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Finan_ng Program

Prior Financin_ Since the fiat issuance of bonds by De AuDod_ in 1985, ca_l improveme_ to De

Sy_em have been financed pfimafi_ wi_ (l) proceeds of bonds sold di_cfly to De public and pfiv_dy _aced
wi_ _e New York St_e Enfironmem_ Faol_es Corporation ("EFC") in connect_ w_h De _v_ving loan
_nd prog_m de_dbed be_w, (2) _de_l and Statc ca_i g_n_, and (3) pay-as-you-go ca_l p_d _om

Sy_em _venues. See "De_ Service Req_ments" b_ow.

Furore Financin_ The AuDofity e_immes D_ approximmdy 99% of _e sy_em's carrel coils will be

p_d from proceeds of bonds and o_er forms of indeb_dness s_d to the public and pfivmdy _aced wiD EFC
and Sy_em _venue_ For purposes of forecasting _venue _qui_men_ for De Syuem, _e pfinop_ amoum of

bonds eflim_ed _ be issued in each of _e Escal Ye_s 2002 _rough 2006 averages approximately $1.8 billion
per year and the amoums of pay-as-you-go ca_l to be paid from Sy_em _venues are approximme_ $40
miH_n in each of _ Years 2001 and 2002 and approximme_ $20 mill_n in Fi_ Year 2003. See _c _ble
embed "'Souses and Uses of Capital Fund_" under "CAP_AL IMPROVEMENTAND_NANONG PROGRAM."

H_ficMl_ _d_ grant funds we_ [rovided pu_uam _ _e _de_l W_ Pollution Conwol Act, as
amended by _e C_an Wa_r A_ of 1977 and by _e Wmer Qu_i_ Act of 1997 (De "C_an Wmer A_"), in a
program admi_e_d by De _a_ _r construction and _constru_n of w_mw_er t_mem _d_fie_ The

Ci_ has used these g_ _nds for five sewage t_mem _ants: Oakwood Beach, Coney Island, Owls Head,
Red Hook and North Rive_ The Clean W_er A_ cu_enfly _qui_s st_es to use _de_l _nds in _v_ving _an

programs in lieu of a _deral grant prog_m for w_wmer _e_ment _dlities. To Dis end, a _v_ng _an
program has been established by _e St_e and admi_ed by EFC in order _ ufifize federal financi_ a_i_ance

_geDer wiD S_ ma_ng gran_ in a program to assi_ municipalities to con_ _ib_ sewage _ol_es
by profi_ng subfi_zed _ans. In add_o_ pu_am _ De Sa_ Ddn_ng Wa_r Act Amendmems of 1996, De

Sm_ has _o initiated a _v_v_g _an program _ prov_e _ans for ddn_ng w_ project. The AuDofi_ has
partic_ated in loans under boD of the _v_ng loan programs and am_es _her boffowing under De
prog_m_ See "THE SYSTEM--The W_er Sy_em--Governmenml Regul_n" and "T_E SYSTEM--The Sewer
System_Govemmental Reg_m_" lm_ementation of the CIP is dependent upon De Amhofity's a_li_ to
m_k_ _s securities successful_ in _e pu_ c_d_ markOs.



_u_ and U_ of Ca_l Fun_

The _w_g _b_ presen_ the p_co_ flow of _nds in _e Con_m_n Fund of _e Syaem. _e total
p_ _m _tu_ issues of Au_ofi_ _ Resolution Bonds and Au_ofi_ Second R_dm_n Bonds are
shown on _ne I and the p_e_s of Comme_l _r N_es _ ill_ on _ne 2. _s 4 _ugh 8 show
• e _s_n of the _. _ncs 9 _ugh 14 of t_ ta_e in_cmc _ivi_ in _e Con_m_n Fund _r
each yc_ of _e _ng _fi_.

Sou_ and Us_ d Ca_ Funds
ffho_an_ _ _Ha_

N_ _d_ _ _! _ _2 _ 20_ _ _ F¥ 2_$ _ _ Total

_ _ Bond_s

2 _s _m _m_ Pa_r

3 _ml _ds ...................... 1_56_50 _2_ _3A6_ _8_ _3_ _L_&3_ 18.762.975

T_

4 Reining _ _ _n_ ............. 426_25 ..... 426.825
5 R_emem _ Com_m_ _r

N_cs ............................ 461_89 I_A_ 1_9._ 1_5._ 1_13._ 1.45_ 83_
6 Con_m_ Fund ................... 469_24 I_21,_3 I_ I_ 1_13._ 1.455._ 8fl1_427

7 _dl) ........................... 97.812 12g_l 171._ 1_3_ 179346 14E396 91_238

_ T_ Transfc_ ...................... IA5_4_ 3_7L740 3_._ _8_ _5.M6 3_ 1_fl62_75

_mum_on Fund

9 _gm_ B_ance ................... 539fi73 122397 25_ 250._ 2_._ _ 539j7_
10 Tryster from Commercial _r

Nines ............................ 46_824 1_21_B I._ I._0_ 1fl13._ 1.455._ &71_427

I I _venue _na_ _
Con_m_mn ...................... _,_ 4_ 20._ -- -- -- I_,_

12 T_ Av_b_e ................... I ._%_7 lfl_@_ 191%_ 2,055._ I._0_ I_._ 9.353,_1
13 I_s_ To_ R_m_) .......... (92Z_) (I.SM._) (I._9_ (1.805._) (1_13._) (1_5_ _1_

14 En_ng Ba_nce ................... $ 122_97 $ 25_ $ 25_ $ 25_ $ 25_ $ 25_ $ 25_

(I) Includes issuance costs. _ S_ice Re,rye Fund requ_ments and caw_l_cd i_e_

(2) Cash _mems _fle_ commaments _m cu_em and prior _a_.
T_als may nd add due m rt)un_n_
Sou_ Bbck & Vetch
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me _l_ ruble shows p_e_ de_ se_e _mems _du_ng paymems on o_an_ng _nds
_d on _ _nds to _ issued _ finandng _e CI_ See '_AP_L |MPROVEMENT AND _NAN_NG _M

--_t Se_e _me_."

Future Debt _e R_m_

lane _d _ FY _ FY _ FY
N_ D_n _e 2_! 2_2 2_3 20_ 2_5 2_

I Om_an_ng Bonds ....................... $ 4_ $ 5_ $503_30 $503_95 $ 5_59 $ 493_50
A_ Futu_ Bond Issues

2 _s¢_ Ye_ 2_2 Bonds(I) .............. _l_ _ 2_563 73.922 _,7_ 6_7_ 68.7_
3 _al Y_ 2_3 Bonds ................. l_&_ _ -- 33,192 118,_ 11&334 I 1_3_
4 _al Ye_ 2_ Bonds ................. 1_95_86 _ _ -- 38_80 13_7_ 128._
5 _ _ 2_5 Bon_ ................. I_,_ .... 37._9 i _,_3
6 _ Y_r 2_ Bonds ................. 1._3_ ..... 3_3

7 To_ _t Res_mn _t _ice ......... $ 4_75 $ 524_35 _l&5_ $72_8|8 $ 865.170 $ _5_49
_rdin_ _de_edn_s

8 _on-le_ O_ons .................... 2_ 27,_ 27._ 27._ 27._ 27,_
9 Omsmn_ng Bo_s ....................... 163.334 17_813 17&477 181_ 188,128 19_

A_d_d F_u_ S_o_ Re_fion Bon_

10 _ _ 2_2 Bon_) .............. 75&_ -- 42,_7 _,122 _;122 _,122 _,122
I 1 _ Y_ 2_3 Bon_ ................. _._ -- -- l&_8 2&7_ 2&7_ 2&7_
12 _1 Ye_ 2_ Bonds ................. 3_._ -- -- -- l l_19 27_52 27_52
13 _sc_ Y_ 2_5 Bonds ................. 3_,_ .... 11385 28.391
14 _ Ye_ 2_ Bon_ ................. _._ ..... I 1.785
15 _ss: Cune_ Ca_ lm_e_ ........ (3_78) (Z37_ ( I_21 ) (383) -- --
1_ _ss: _ture Ca_d _e_) ......... (!_) (1_) (_) (l_ (1_)
17 _ss: Cu_nt E_ _d_ .............. _&88_ _7_55) _&5_) _5A3_ _26]) _3_2_
18 _ss: Fmu_ EFC _d_ ............... _3_ (15,]41) _1A85) (27,555) (33A8_
19 _ss: E_ _ymc_ ................... (1|.|92) (11_65) (l&tl_ _925) _0_ _5_
20 Actu_ _ _ice on

Su_a_d_deb_dnc_ ............... $ 14_182 $ 197_82 $223_32 $251_30 $ 283_50 S 313332
21 _ss: ln_ _ings on _na_ _

_ce Fund .......................... (I_75) (1_83) (1._) (_27_ _1_ (ZI94)
22 _ss: __ Revenues .............. (12_541) (122.174) _1_1_ (3_03_ _7_2_ (&48_
23 Net _ S_e on _rdinat_

lnde_edne_ .......................... $ 1_6 $ 73.525 $15_926 $21_321 $ 2M,_ S 303_2
24 To_I _ Se_c Paya_e from Cu_cm

Revenues (_ne 7 + _n¢ 23) ............. $ 51_1 $ 598A_ _ $_1_ $1.119.1_6 $126_1

(I) hdudes esuma_d de_ _¢ on _e _ 2_2 A Bonds issued July 2. 2_I.
_) hd_ e_mm_ _ _ on _e _ 2_2 Series 1 Bonds i_ued J_y IL 2_1.
(3) Includes ca_gi_ ime_ on _t_mding S_ Re_lm_n Bond_
_) hd_es ca_ int_t on _tici_t_ _m_ Second Resolution Bondg
(5) I_1_ _e estimat_ _C subsidy on omsmn_ng Second Remlm_n Bonds.
(6) Inc_ _e est_ated EFC su_ on ant_ h_ _coM Resoludon Bond_
_) Rep_n_ _e anfidpmcd tr_s_r of su_s _y_nts u_d m offer ime_ _ymen_ on Second R_m_n Bondg

T_Ss may n_ add due _ r_nding.
Souse: _ack & Vemcb

De_ se_e paymen_ on _a_d hm_ Amhod_ _rst Resolu_on Bond issues refle_ a 3_ye_ _

wi_ _vel annu_ paymemg me in_ _tes u_d in comp_ing _e anfidpmed de_ _c _yments for h_
fixed r_e issues avenge 5.65% _r _sc_ Ye_ 2_L 6.15% in _sc_ Year 2_3, 6.65% in _sc_ Ye_ 2_

and 6_% in each ye_ _e_er. me im_t _te used _r cu_enfiy ou_tanding and _m_ variable rote issues
is 4.5%. _e amoum of b_-te_ v_ _te debt cu_ent_ out_an_ng is approxim_y 10% of _e
Am_y's t_al de_ om_an_ng and is ex_ to range _tween 10% and 15% in the _tu_. Debt se_e

paymems on anfidpmed hm_ Au_od_ Second Restrain Bond issues a_ume _at Au_od_ S_ond
Res_ufion Bonds continue to _ issued to EFC and _fle_ a 2_ar _ w_ _v_ annual payment. The actu_
debt _e _men_ of the Au_ofi_ will like_ di_r _om _e de_ _ice _q_men_ p_ec_d in _e
_g_ng m_e.

me ime_st rates us_ in compming the anficip_ed de_ _e payme_s _r _m_ EFC _nds _cu_d by
Au_od_ Second Res_on Bonds average 5_% _r _scal Ye_ 2_2, 6.1% in _sc_ Ye_ 2_3, &6% in

_scal Ye_ 2_ and 6.85% in each y_ _erea_e_ The Ca_t_ed h_ and EFC subsidy shown in _e
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include in_u ca_talized _r one year on bonds sold to EFC and subsidies expe_ed to be prov_ed by
for Mese issues, _specfive_. It is _so anfiopa_d M_ Au_ofi_ bond issues s_d to EFC will cominue to

_m_ed so _m Me ime_m on such _onds is c_c_a_ed na of _e anticipmed EFC subfid_

Servi¢e Req_remen_

The folbwing _hed_e sets _rth Me amount _quired to be p_d during each _sc_ Year _n_ng June 3_
brow for Me paymem of Me pfinop_ of and _e _ Ondu_ng _e Acc_ted Value of all Capital

App_ciat_n BondO on Bonds issued und_ Me AuMofi_ General Restrain and Me AuMori_ Second General
R_m_n a_um_g M_ Variab_ Rme Bonds be_ in_ m a fixed _ m MOt mmufi_ of 4.5% per annum.

_hed_e is c_culmed as of June 13, 2001 and does not include de_ _e on any ou_nd_g AuMori_

Comm_d_ Paper No_s and does not give effect _ any Bonds under the Au_ofi_'s Gen_ Res_ufion or any
subord_med indeb_dne_, induing Second Gener_ Res_mion Bonds, issued fince such dine. Giving effect to

i_uance of such Bonds wou_ not m_efi_ increase _e agg_gme ou_tan_ng de_ _e of Me AuMori_
shown in _e schedu_.

_tscal Oulst_ndi_ To_! Outstandl_
Ye_ Ou_n_ ,¢_.co_ Resoludon Bondsand Seco_

En_ To_l Bon_ Bon_ To_ Oebt Resolud_ Bon_
Ju_ _ De_ _rvice(l)(2) _r_c_2) Debt _rvtc_l)(2)(3)

2001 $490_75_17 $ 12_182215 $ 611.157,632
2002 51 I, 153_ 16 13_51L793 649_6_809
2003 514344385 ! 37_8Z325 652,527,110
2004 515,111,155 14_28_282 660,400,437
2005 520.674,035 155.062,727 675 3 3_762
2006 504_65_38 162387,165 667_5Z803
2007 507,002,670 165_44_77 _72,847,247
2008 52_765_59 172_8_954 69Z348_ 13
2009 527_6Z775 175_7@i66 703_38_41
2010 514,813,178 205_55_75 72_368fl53
2011 504,491,601 22_61_319 729,105,920
2012 505_3 !.331 236.614.905 741,646,236
2013 5 !3_ 1_377 224,570_80 738_8_457
2014 525_23_34 107_1M_61 63Z88_095
2015 56_093_84 85_8_839 645378_23
2016 560,056,426 7&749_ 19 636.805,945
2017 559,775.184 68_11_77 627f18Z 161
2018 57_34_75 53.129_32 623_74207
2019 568_68_63 45_71 _08 61_439_71
2020 568_62.344 31.269.752 600.232,096
2021 568,941 _75 _389.178 575_3_753
2022 569_72_75 535_407 575,022,682
2023 56&803_06 __ 568_03_06
2024 569,003_56 __ 569,003,056
2025 567,851 _25 -- 567_51 _25
2026 568,747,919 _ 568_4_919
2027 522_21 f106 __ 522_21 _06
2028 461,856,688 -- 461 _5_688
2029 461 _5_481 _ 461 _56_8 i
2030 461 _60fl63 -- 461,860fl63
203 ! 477312206 -- 477_ 12206
2032 477,708_75 __ 47Z708_75
2033 496.136A88 _ 496,136_88

Total(3) $17_39_03207 $2_a5397356 $20.084_00,563

A_umes _m on June 15, 2010 Me _sc_ 2001 Series E Bonds will be issued and a portion of Me H_
2000 Series B Bonds will be _deemeC

N_ of am_a_d captained in_st, subsidy and su_lus paymems from EFC.
Totals may not add due m roun_n_
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FINANCIAL OPERATIONS

The following _bles present cc_ain _stohc_ d_a _lating _ _e Sys_m wh_h have been dehved _om the
books and records of the Ci_, the Au_ofi_ and _e Board.

Revenues

The following rune pre_m_ on a cash basis, the Sy_em revenues recoved during _scal Years 1996

through 2000 as derived from the sapplememal schedules of cash _copls and disbumemcn_ _ash basi_ wh_h
accompany the annu_ finano_ _emems for Fiscal Yea_ 1996 through 2000.

Sy_em Revenues
(Thousands of DolOrs)

Revenue C_ego_ 1996 1997 1998 _ 1999 2000

_Ra_WmerandSewcrCharges(l) ..... $ 492.710 $ 495.275 $ 483,601 $ 466.837 $ 454.887
Me_red_W_er and Sewer Charges(l ) ...... 596_82 64 i _49 785_86 842_36 907,350
Meter_Upstate Cu_ome_ ................ 8,295 8,597 I 1,902 14,252 18_94
M_cel_neous Revenue_2) ................ 38,558 62,951 73,367 5 i, !36 4_950

In_refl Pen_ty_L_e Charges ............. 21D97 23,949 19,271 19,,145 24_50
In_re_ Income .......................... 68,465 64,883 97,739 85_72 74_67

Tax Lien Sal_3) ......................... 25,358 13,595 _ 25_12 7,,_49

Tot_ ............................... $1151,065 $131_499 $1_70,966 $1_05_90 $1_37347

(!) _dudes N_ currem pa_mcms and _ymen_ relating _ _¢tmms _ aneaB.

(2) M_cd_ous Revenue_ a_ pfimafi_ compd_d of w_ and _w_ conne_n and _onn_on fees. _pmr _es. me_r m_l_n

_e_ water usage _rmi_, _peo_ meter _ading _es _d _y _ym_ from EFC.

(3) in conne_n w_h sak_ of I_ns on _ p_ny _cud_ _linquent p_ny taxes. _c _ Depanmcm _ _e _so _ I_ on
such p_ny _fing dd_quem w_er and _wer _ges.

The rune above records a_u_ c&sh received by the Sys_m and does not reflect eider accoun_ rec_va_e
or billing atcru_s. The Sy_em has con_stently _ized c_ctions of cash revenues in amoums excee_ng cos_

for debt serv_e, cu_enl operat_ns and req_md levels of coverage. This has been ach_ved while m_m_ning
_fidemi_ wa_r and sewer serv_e co_s at a level which is below the average of comparable large c_ies.

The fo_cas_d cash flows and anfiop_ed furore _ i_c_ases take in_ cons_erat_n _e amiopmed effec_
of new initiatives by the Board and DEP _ enhance _e effic_ncy of c_ion for wmer and sewer _fi_g_ These
ma_ave"s"" " include, but a_ not limited to, _e fol_wing: e_ablish_g a ddinquem accoun_ unit for sm_l to m_ize

cu_ome_; outsou_mg se_ed dd_quency notification and c_ction fun_ns to _pu_e collection cr c_t
organizations; shutting off wmer and sewer serv_e for nowpaymem of bills; and sdling liens securing unpmd w_er
and sewer charges. It is a_umed _ _ome of these i_tim_es or mhe_ will gradu_ly result in a 4% inc_ase in
the overall _te of cash cd_ns during the foreca_ period, in add_on to increases from high_ ra_s. In the

event th_ DEP is net _s successful as anficipmed in imOementing the enhanceme_ _ cunem eduction _rategies,
• e a_u_ _c_ases in user rates in future years may be higher than the increases th_ are cu_enfly fo_cas_d. For
a mo_ d_d _scu_ion of billing and eduction, see "RA'n:_ A_D BmLmeS."
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Ex_

me _w_ _ p_ms S_m _ _r _M Yen 1_6 _ 2_ on an _cm_ b_is wMch
have _n derived _m _e annu_ finan_M _a_mems _r _sc_ Y_ 1996 _ugh 2_. _ese expenses

_t o_, m_nmnance _d _n_M _ excM_ng _e M_ _ paymem to the CAy and ceaMn
o_ imm_

S_m Expe_
_o_s _ _

Ex_ _t_ 1_ !_ !_8 1_ _

W_e_ 1)
Pe_on_ Se_2) ........................ $ 94,_ $ 97268 $ 96,734 $1_10 $13&583
_her _an Pe_on_ Se_3) .............. 112,356 123_27 133,222 159.516 123,530

Total ................................ 2_802 220_95 229_56 259_26 254, I 13

W_w_e_i)
_on_ Se_2) ........................ 152.541 157,815 163_36 162,310 182,867
O_er Than _on_ Se_3) .............. 17_801 186_2 18_791 193A33 172_89

T_ ................................ _3,M2 3_3,817 353.227 355,743 355,856

S_-_ ............................ 53&1_ 5_.112 583,183 615,269 609969

Ad_ni_ve _d _ne_ ................... 14_ 13,374 i 1217 13,5_ l&_2

Inditer _nses(5) ............................ 39384_ __38_82_ 63,126 37_76 4&811

T_Sy_em .......................... $584A18 $616,168 $657,526 $_A51 $_&_2

(I) ce_in _. _a_tNe andover_d costsof DEPwe_ _l_ m _e wmer_d _wer _n_ ba_d u_n _e p_on
_ _ca_c _onnel _in DE_

(3) _r _an _on_ Se_e costs includere_ estmetaxes p_d toup_a_ commun_es_r w_e_hed p_es. I_d-ba_ dudge
dis_l costsa_dforelect_ci_ chemicalsandsup_ cosu.

_) Ad_nhu_ve and_ne_ cos_ includeAmho_y md W_er B_d ex_e_
_) IMi_t _n_s _clu_ _ agencysup_m eusto_r ac_untm_ a_ _ments _d d_ms costs.
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Pr_ Revenu_

As _d_ed in Me _blc _low, user paymen_ a_ p_d to inc_a_ _m ap_oximmely $1_ billion in
_ Yew 2_| to __Hy $_ _lion in _sc_ Ye_ 2_. _sc_ Ye_ 2_| _vcnu_ _m user

paymen_ _fle_ an inc_e in wa[er and sewer rmes of 1_% which _came e_ July l, 2_ and an
i_ of 3% e_ Ju_ 1, 2_1. Am_med _u_ r_e inc_ of 8.5% in each of _ Y_ 2_3

• mugh 2_ p_fide _e m_ofi_ of _e i_a_ in user paymen_ in such _scal Ye_s. Up_ _venu_,
shown on Line 2 of the ta_e. a_ p_e_ to in_ea_ _m app_ximmdy $16 miil_n in _scal Year 2_1 to

appmfimme_ $20 mill_n in Escal Year 2_. _is _venue grow_ is due to ex_c_d inc_es in _e cost of
water sup_y _ and an _m_n _ _m_ _venue _m _ese cu_ome_ will mo_ c_ mmch the
cost of pmvi_ng _ Mi_d_o_ _venue_ shown on _ne 4 of _e _b_, _dude _es _om aoN_es

such _ _e _fiew, _s_, and appmvfl of Sy_em conne_n_

N_o_i_ income consi_s of i_e_ income on Sy_em _nds, mi_dl_ in_m _com_ and _her
income. See "RAv_ ASO B___ Billing and C_om"

Pr_d Re_nu_
ff_u_s of _a_

_N_ _n _ 2_! FY 2_2 _ 2_3 _ 2_ _ 2_5 _ _

I O_r _ymem_ ................................... $1_83_82 $1_2_926 $1_51_32 $1_12_38 $1_o_8 _2_3
2 O_c Re_ ................................. 15_56 16_38 17_ 1_.123 19_29 19_81

3 Su_o_l Se_e Revenue .......................... 13_38 I._63M 1_Mg_ 1_ I_1 I _.l _ 2_
4 M_d_ _ ........................... 4._1 5.2_ 5_70 5343 _030 6.332

5 Su_al _ating Revenue ........................ l _ 1_51 _73 I_74_62 Ifl3_$05 I ._. I_ _07&776

Nono_mti_ Revenu_
6 line,st I_o_ _ _tem Fund_l) ................. 6_6_ 87._ 95.705 108_32 116_27 123.339
7 M_dlancous _a _com_2) .................... 25._ 25._ 25_ 25._ 25._ _J_
8 EFC _bsi_ on Ou_anding Bonds ................. 4.718 4_72 4_08 3517 3._ _259

9 _1 No_ratin 8 Revcnu_ .................... _.372 116_38 1_i3 137._9 145_31 151_98

10 _ Revenues ................................... _1_71 I_.111 1.6_75 I_ 2._1_ L23_374
II _C _ and _us _y_n_ ............... _74 4L559 52_14 5&_6 _21 _.168
12 Ad_on_ ln_ _ ...................... 1_75 I._3 I._ 2.279 23118 2.1_

13 _o_ System Revenues ............................ $1_45J_0 $1_1L353 $1_53_79 $1_33379 $LIOL828 _2_3_

N_es:

(I) Inc_d_ _e_ i_ome on t_ Con_m_n Fund. _ _ Fond and the _ Se_ice R_c_e Fund.
(2) _dud_ inte_ inco_ on ove_ue accoum_

(3) Sub_dy _nds used as an offer m _ _ic¢ on _n_e _de_ednes_.

_) I_s inte_ e_i_x on the de_ _e _ _ _e _de_edne_.
_res _e calculat¢_ on a cash ba_s.

To_s m_y n_ add due _ roun_n_
Sou_ Black & Ve_c_
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Projected Operating and Maintenance Expenses

The table set forth below show_ for Fiscal Years 2001 through 2006, the Sy_em's projected operation and

maintenance expense_ The Fiscal Year 200| budget for the Sy_em has been used as a base for the forecast of

operation and m_ntenance expenses.

Projected Operation and Maintenance Expense
(Thousands of Dollars)

IJneN_ D_ptlon FY 2001 FY 2002 _FY2003 _FY 2004 __FY2005 .F'Y__2006

I Amhodty/Boa_ Operat_ns ...................... $ II,000 $ 11350 $ 12.128 $ 12,734 $ 13_71 $ I_039

W_er Operations

2 Personal Seduces ............................ l_L35g 15Z994 15_780 15_825 163_24 167_21

3 Other Than Pe_onM Sewices .................. 17_161 15_191 160_71_ _162A33 _167.213 172_29

4 T_al Wm_ Ope_fions ....................... 300319 31Z185 317A51 322.258 330_37 34_250
Wasmw_ Opemt_ns

5 PemonM Se_kes ............................ 197_14 221A72 227A57 232,090 237366 243A84

6 Other Than Pe_onM S¢_mcs .................. _191 A77 _174371 _171308 17_824 182_9 18_.897

7 T_M Was_wamr Oper_Mns ................... 388A91 396343 399.365 40_9_4 42_045 431,482
8 _di_ Expens_ .............................. |1_16 11_16 |I_16 11_16 |1_16 It_16

9 Judgments and Claim_ .......................... 8.000 _8,000 _8.000 8,000 8.000 _000

10 Tram Ope_ting Expenses ........................ 72_126 73_894 748_60 763_22 784_69 80_687
I I Less: Tm_ Accoum W_hd_wMs ................. 0 0 0 0 (35A)00) (350(1_)

12 N_ Operating Expends ......................... 72_126 739.894 _48_60 763_22 74_269 77_687

13 Less: C_dit _r Prior Year Excess O&M Paymem.,. _14_ 0 0 0 0 0

14 Nct Operating Expen_ Paymcms ................. $673_7g $73_894 $74_860 S763_22 $74_269 $77_687

Totals may n_ add due _ mum:ling

_gu_s are calculated on a cash basi_
Source: Black & Vetch

Operation and Maintenance Expenses include admiM_rative costs assocm_d with the Authority and the
Board, direct operating costs for the Sy_em, indirect operating costs of DEP, and other expenses and adju_ments
to annual operating expenses. Each of these is explained more fully below.

The Authority/Board Operation_ Admini_rmive expenses of the Authority and the Board, shown on Line
I of the table above, include annum fees required by EFC in connection with the Authofity's involvement in the

State Revolving Fund Program. These fees are projected to average approxim_ely $3.5 million per year through
Fiscal Year 2006. Other expenses of the Authority include fees r_a_d to adju_abM rate bonds and the

management of inve_men_.

Water Operation& The operating costs of the Water Sysmm include direct operation and mMntenance
costs appl_able to one or more funcfonal areas of the Water System and the di_fibution sy_em as well as
ce_ain indirect operating costs of the DEP which are Mlocated boween the Water System and the Sewer Sy_em.
The operating co_s of the Water System are divided into personM serv_es costs and other than personM services
costs. Pe_onM servkes costs include direct sMary costs plus fringe benefit and pension co_s.

Other than pe_onal services costs include prope_y taxes pMd to upstate communities for watershed

propen_s as well as chem_M_ cMctdcity, and other expense_

All but a smMl percentage of the Water Sy_em funaions by gravity so that eMctficity costs necessary to
maimMn normal water di_fibufion are relatively smMl. In drought conditions, additional pumping is necessary
for optimal distribution of water avMlable _om the Sy_em, thereby causing increased eMctfioty costs. The

forecasted cash flows currently assume that water consumption levels will be constant, independent of any
droughvrelmed measure_
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Pe_on_ services cons reflect _e resuhs of _e recent labor agmemem, wh_h covers the period April 1,
2000 _rough June 3_ 2002. Fiscal Year 2001 and Fisc_ Year 2002 include a 4% per year increase and Fisc_
Years 2003 through 2006 include an _ssumed 2.5% inc_ase over Fisc_ Year 2002. Other than pe_on_ serv_es
cos_ are assumed Io increase _ an estim_ed ra_ of 3% per year for _e forecast period.

In accordance wi_ the wme_hed protect_n agmemenL DEP will im_emem additional programs which
will enhance _e aMlity of _e City and _e commu_fies locmed in _e wa_hed a_a to pro_ct _e qu_ity of
• e wa_r sup_y. Such programs will include cea_n ca_t_ _ve_men_ which are contained wi_in _e CIP.

The forecasted operation and m_menance expends for the Wmer Sy_em reflect _e expecmd increase in
operation and m_n_nance cos_ due to _e Wmershed Agmemem.

Was_wa_r Operation_ The operating costa of _e Sewer Sy_em include direct operation and
m_menance co_s appl_a_e _ one or mo_ t_n_nM areas of _e Sewer SyMem as well as ce_n indi_ct

operating cos_ of DEP _located to _e Wmer Sy_em and _e Sewer Sy_em. The operat_g co_s of _e Sewer
Sy_em are _so divided into pe_on_ services and mher _an pe_on_ serv_es costs. Pe_on_ serv_es co_s
include direct salary co_s plus fringe benefi_ and pens_n costs.

Other than pe_on_ serv_es co_s include _e_fici_ for _e wa_ewmer _emmem _ams, pump _ions and
serv_e yards, chem_ and other expenseg Ele_ficity, which _presen_ a _gnificantexpense in operating the
tremment plants and pump station_ is supplied primarily by the Power Authority of _e State of New York. The
m_or componem o_er than pe_on_ serv_es cost is _os_Ms management. The annu_ co_s of _osMids
management are anticipated to rem_n mlmivdy con_ant at approxim_y $50 m_l_n per year for the next
several years in accordance wi_ _e terms of cu_ent re-use comra_ O_er than pe_onM services co_s are

assumed to increase at an e_immed rate of 3% per year, for the fomca_ period. Cen_n other cost a_u_men_
are reflec_d in _e foreca_ed cash flow as a_u_mems am made to spe_fic operating programs based upon
Sy_em needs.

Otker Expenses. Other expenses of the Sy_em include in_ expenses and judgmen_ and cl_m_
ln_m_ expenses, shown on Line 8 of _e ruble, reflect costs _cmed to the Sys_m for suppoa prov_ed by
various Ci_ agencies and depa_mems. Services provided include budget preparmion and mv_w, co_ and
revenue accounting, MHing and c_m and legal suppo_. The m_hod of _locating these costs to the Sy_cm
is b_sed upon co_s initially _loc_ed to DEP and subsequently divided between _ose _tribu_b_ to water and
sewer and _ose co_s _ssocimed wi_ o_er ac_vMes of DE_ The costs _located to D_P as a who_ are derived

from _e to_l co_s of Ci_ suppo_ agencies and departmen_ and a form_izcd co_ M_c_ion plan w_ch
di_ribu_s _e costs to affected departmen_ and agendes. DEP's bil_ng and col_ction.expenses are included in
the operat_n and m_n_nance co_s of the Wa_r Sys_m and the Was_w_er Sysmm.

Credi_ Aga_ Operation and Ma_tenance Expens_ Pu_uant to a consent decree (the "'1989 Consent
Decree") en_md into in 1989 under the Marine Protc_ion Reseamh and San_uaries Act of 1972 ("MPRSA"L

as amended by the Ocean Dum_ng Ban Act of 1988 _he "San A_"), DEP ceased the ocean _spos_ of sludge
in June 1992. The Ban Act and the 1989 Consent Decree prov_e thin 85% of the fees and pen_fies paid sh_l

be deposited into a trust accoum and shall be av_la_e to _imbu_e the Ci_ for co_s incu_ed for devdo_ng
_mmive _os_s management fa_lities. As of April 30, 2001, the value of the tru_ account was $81 million.
It is assumed th_ this value will i_cmgse with in_m_ earnings m _e ra_ of 4% per year until withdrawals ar_
made. A portion of the b_ance of _e _es and penates was p_d m Uni_d States En_ronment_ Pro_n
Agency ("USEPA") with _e reminder divided equal_ between the New York St_e Wmer P_lufion Control

Revol_ng Fund and the New York Sm_ Clean Oceans Fund. It is am_ed _at $35 million in each of Fiscal
Yea_ 2005 and 2006 will be av_h_e as an offset to ope_fion and m_n_nance expenses.
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Projected Financial Operations

The following table shows a summary of the foreca_ed cash flows for the Authority for Fiscal Year 2001
through Fiscal Year 2006. See "CAPrrAL IMPROVEMENT AND FINANCING PROGRAM--Debt Service
Requirements." The net surplus at the end of Fiscal Year 2000 of $127 million has been used to offset the
Revenue requirements for the debt _rv_e on Subordinated Indebtedness in Fiscal Year 2001. The projected rate
increases described herein under "RAT_ AND BILLINC,----Rates"have been assumed in order to meet cash

expendRure requirements to comply wRh debt service requ_ements pursuant to the Resolution and the Second
Resolution. See "FINA_CtAL OPERATIONS--Projected RevenueR" As shown on Line 31 of the table, positive
net surpluses are maintained throughout the repoaing period. Line 32 ill,rates the coverage of First Resolution
debt service by current revenues available for debt service. Line 33 illuswates the coverage of Fir_ and Second
Resolution debt service by current revenaes availab_ for debt service. Information in the following table is
calculated as of June 13, 2001.

Forecasted Cash Flows
(Thousands of Dollars)

Fiscal FLs¢_ Fi_ _tscal Fiscal Fiscal
Line Year Year Year Year Year Year
N_ Desc_ption 2001 2002 2003 2004 2005 2006

Operating Revenues
l Wa_r and Sewer U_r Paymen_ ............... $l_8_382 $1_2_926 SI.551.732 $1_12_38 $1.875,098 $2_5L463
2 Upstate Revenue ............................. 15_56 16A38 17_60 18.123 19_29 19_81
3 Mi_neous Revenue ....................... 4.%1 5.209 5A70 5,743 _030 &332

O_er Revenues
4 Mi_ellancous In_ Income .................. 25._ 25._D 25.000 25,000 25.1300 25.0_)
5 ln_ hcome on Au_ori_ Funds ............. 69_54 _066 95,705 108#32 116A27 123.339
6 EFC Subs_y on Ou_tanding Bonds ............. 4318 4A72 4.208 _917 3.g_ 3.259

7 Currcm Revenues Available for De_ Sc_kc ..... i .503.371 1.568. I 11 l _99375 I_74_54 L0,lS,189 223_374
_t Resolution De_ Se_e

8 O_an_ng Bondql) ......................... 490_75 _,372 503A30 503_95 509359 493.550
9 Amic_cd Fmu_ Bonds ...................... 0 24_63 107.114 22_023 355_11 471_99

10 T_ _t Res_mmn De_ Se_c ............. 490#75 524_35 610_44 72_818 865.170 965.249
Subordinmed Obligauons

I I I_¢_g Paymcn_ on Comme_ial Paper N_es .... 27.000 27.000 27_)_) 27._ 27J100 27,000
12 Outstan_ng Second Restrain Bonds ........... 163.334 179.813 17&477 181_34 188.128 193,466
13 Anli_pated Fmu_ Second Resohfion Bonds ..... 0 42,(_ 75_1'/0 102,325 13_.543 158_34
14 Less: EFC Subs_y and Capaalized lme_ on

Subordinated Bonds ........................ _3.152) (51A38) (55.335) (5_72_ _LI21) (65_68)

15 Actu_ D¢_ Scrvice on Subordinated
Indc_edne_ .............................. 147.182 197_82 223_32 251_30 283_50 3t3,732

16 Less: Carry_rwa_ Revenues and Other
Revenues ................................. (12&ll_ (123_571 _330_ _1309) (2_544) (10.6801

17 N_ De_ Se_c on Subordin_ed
_dc_ednes_ ............................ 19.066 73.525 159.926 210.321 254.006 303D52

18 Total De_ Sc_e Payable from Currem Revenues
(Line 10 + _ne 171 ........................ 510.(MI 598A60 770A69 94_138 1.11_176 1_6_301

Operating Expends
19 A_hon_/iloa_ Operations .................... 11.000 11.550 12.128 1L734 13.371 14_39
20 W_ Sy_em ................................ 300_19 312.185 317A51 322_58 33_937 34_251
21 Wa_ew_er Sy_em ........................... 388_91 396243 399365 408_14 42_045 431A82
22 Indirect Expen_ ............................. 11_16 11_16 11_16 11_16 11_16 11_16
23 Judgmen_ and Clams ........................ 8.000 8.000 8_}00 _000 _flOO 8.000

24 To_l Ope_fing Expends ..................... 72_ 126 _39.894 748_60 763_22 784_69 805_8_
25 Less: T_ Account Withdraw_s ............... 0 0 0 0 (35.0(_O) (35.000)

26 N_ Operating Expenses ....................... 72_126 _739_94 74_860 763.822 _74_269 77_68_
27 Lcs_ C_dit _r Prior Year Excess O&M

Paymem .................................. (46.1481
28 Renal Paymem _ _e Ci_ of New Yo_ ........ 157.178 128.441 121_16 143.167 168258 187.797
29 Cash _nanced Carrel Con_mc_on ............. 40.000 40.1100 2_000 0 0 0

30 T_ Expenses .............................. g71.156_ _908_35 889_76 906_89 917.527 958A85
31 N_ Suq_lus (Line 7-Line 18-Line 30) ........... $ 122.174 $ 61.316 $ 39_30 $ 27_26 $ 8A86 $ 3fi88
32 _r_ Regimen De_ Sc_ice Cove_ge

(Line 7/Line 101 ........................... 3.06 2.99 2.78 2_7 2.36 2.31
33 Fir_ and Second Resolut_n De_ Se_¢

Coverage (Line 7/Line 18) ................... 2.95 2.62 2.21 1.99 1.83 1.76

Cdumn su_s and tot_s may refle_ a_u_mems _r rounding of amnunts shown in _v_u_ line itemg
(I) Does not m_ude de_ _icc on _sc_ 2002 Se_es A Bonds and _al 2002 Sefie_ ] Bond_
(2) _dudes esfim_cd in_ paymen_ on Commerci_ Paper N_es.
Souse: Black & Vetch
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RATES AND BILLINGS

Rates

The Board is _sponsible for setting _s in com_hnce with Me Ra_ Covenant. See '_ECUR_¥ FORTHE

BoNos--Rme CovenanL" The Board retains Me firm of Black & Vemch _r the purpo_ of conductinga d_aHed
_view of the _u_ of wmer and sewer rates. The Bo_d con_de_ _e resuhs.of thor _te studies in

e_a_h_g i_ _s and ch_ges for _ice. Sewer ch_ges _e compmed _ a pe_emage of w_ charges.

The Sys_m's _tes and ch_ges _e larg_y exem_ from _¢e_! and State _gulation. The Board's w_er

rate_ _es and ch_ges _e not su_ect to fu_her approvM or _gulation exce_ for _tes for up,me use_.
Participation in Me Construction G_ms Prog_m, howeveL _qui_s the mMn_nance of _wer ch_ges suffic_m

_ defray cos_ of ope_tion, m_n_nance and _acemem, and of su_h_ges for _dustri_ _h_ges imo _e
Sy_em's .sewe_ levied in conformi_ wi_ _rm_ _t foah in Me Clean W_ Ao an d regulations _e_unde_
Ra_s, fees and charges for wm_ supp_ _e _e _sponsibility of Me Bo_d. D_a como_d _om me_r _adings
_mish input _r _ll_gs and in_rmation u_hl in determ_g the effe_ivene_ of Cit_mandated conse_ation
measures.

The fol_w_g tab_ sets forth _e changes h rates for water and sewer _e since 1986:

H_tory of Water and Sewer Rate Increases

Metered
Effective Change _ Change M W_ Ra_ Change
Date _at.Ra_ Water M_ered Water (per ccO(l) _ Sewer

July I, 1986 _c_a_d _9% _c_a_d _9% 72.5¢ Rem_d _ 60% of w_cha_e.

July l, 1987 I_r_d 12% hc_ed 12% 81¢ lncrea_d m 70% _ waterch_ge.

Ju_ 1, 1988 _e.a.sed &ore $1_06 _ $2&40 per _ for e_h No change 81¢ _c_a_d _ 75% of wa_ha_
additmn_ _mi_ abo_ t_ _n_e hmi_ _med
_ _ _v_u_ fl_-m_ _coum.

J_y i, 1989 Inc_d from $2&40 m $41_6 per year for _ch lncrease.d 7.8% 87¢ lnc_ascd m 88% of wate_h_ge.
_dit_n_ _mily abo_ the _n_c hmi_ _med
in zn _v_u_ flat-_te _coum. _em_mng flat-
ra_e ch_g_ inc_ased by _8%. ;

Jan. 1, 1990 Inc_ased 9% Increased 9% 95¢ lncrca_d to 112% _ wa_ha_e.
Ju_ I, 1991 Inc_ed 6A% _cr_d _4% $ I _| l_reasc.d _ 136% _ wate_hatg¢.

J_y I, 1992 No change No change $1 _1 Iacre,ased to 159% of watc_ -harge.

Ju_ I, 1993 No change No change $1_l No c_ang_
July i, 1994 No change No change $1.01 No chang_

Ju_ I, 1995 lncr_d 5% lncr_d 5% $1.06 No change.

July I, 1996 I_ed 6.5% Inc_cd &5% $1.13 No chang_

I_y I, 1997 l_rea.c, ed &5% lncre&_d 6.5% $1.20 No change.

_u_ 1, 1998 hc_a_d 4% lncr_d 4% $1.25 No changa

July 1, 1999 lnc_ased 4% Increased 4% $1.30 No change.
July 1, 2000 l_rca._d I% _c_a_d l% $1.31 No chan_.

]_y I, 2001 Increased 3% hc_a_d 3% $135 No change.

(I) cct 100 cu_c [_L

Projected Rang Akhough the Board s_s r_es for an annum period, it may increase r_es dudng such
period, as reqmred. Cu_emly forecasted debt serv_ operating and o_er cos_ for lhc Sys_m in_ca_ th_ Me
anticipa_d future rate increases to be s_ by the Board for w_er and sewer serv_es com_ned is 8.5% in each of

Fiscal Years 2003 through 2006. Prior to seRing ra_s for an annual period, the Board punches a ra_ increase
and conduc_ publ_ hearings on th_ ra_ increase.

Ba_c Sewer Charg_ For all properties connec_d to the Sewer Sys_m, or _gal_ requi_d to be connected
after rec_ving proper notice, there _ a charge imposed equ_ to a fixed percentage of the property's wmer charga
Since July l, 1992, the sewer charge has rem_ned at 159% of the w_er charge.
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Sewer AHowance_ Cc_n commcrciM cu_omc_ use w_er in their products and thus rclurn _ss wzsm Io

the Sewer Sysmm _an Meir wamr consum_ion m_ht in_c_ Upon ap_mion and approve, these commerci_
use_ are enfiOed to an ef_cfive ram _du_ion wh_h reflects lhe propoa_n of w_er which is _mined in their

produos or evaporated and not r_urned as sewage.

Sewer-only Customer Charges. In Me case of p_mi_s which _cdve wamr serv_e from M_rnative
sources, a sewer charge is d_erm_ed by DEP. For the cu_ent Fiscal Yea_ the sewer charge to such premises is

equ_ to 159% of Me dollar amoum M_ would be charged for w_er usage if it were supplied by the W_er
Sy_em.

Upaa_ Wa_r Ra_ Rams for wmer sup_y serv_e prodded ro mun_ities and w_er di_fic_ Iocamd

noah of Me Ci_ a_ es_hed in accordance with the pro_s_ns of _he W_er Supply Act of 1905. The 1905
Act prov_es th_ such r_es shMl be based on the Sy_em's actu_ co_ of service. The sMe of water and _e _tes
and charges for these accoun_ am _gulated by St_e law as well as by in_ddu_ ag_emen_ between these
communities and the City. Each com_ proddes for _e m_efing of w_er sales m in_dduM commu_t_s and
• e ap_n of a specific charge per unit of m_e_d v_umc In mo_ cases, per ca_ta consum_n in the
upsm_ commun_es _ _ Man thin of customers w_n _e C_y. In those ins_nces whe_ (he commum_ per

capita consum_n exceeds _m of the Ci_, Me specified _te of charge for _e excess is increased to mmch the
rates and charges ap_md to retail serv_e in the Cir. W_er taken from eider Me Croton or Cats_ll/Delaware

sysmms _ cuwently charged m a r_e of $448.83 per mill_n g_lons fi_ dmly per calm amoums not in excess
of daily per calm consumption w_n _e Cir.

Comparative Charges The following tab_ presems compar_Ne annum w_er and sew_ charges in 24

large c_ies based upon a survey conducmd by Black & Vea_ Us_g a ran_ng sysmm whe_ 1 represenm the
_we_ rates, _e Ci_'s ran_ng relative to these cities is: _r S_Fami_ Residentiai_9, for Commerci_l_
and for Indu_fiM_15.
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Comparative Annual Water and Sewer User Charges(l)

_n_e FamilyRes_entiai Commercial Indu_d_
Annual Annu_ Annual

_City Charge Ci_ _Charge _City Charge
Chicago(2) .............................. $207 Devoir ........... $2,775 in_an_pol_ ....... $217,888
Dc_o_ ................................. 335 C_cago .......... 2.898 Dctr_ ........... 224_76
SL Louis ............................... 370 Dallas ........... 2,987 SL Louis .......... 241,! 20
Newark................................. 372 St. Louis ......... 3,032 M_waukee ........ 247,238
Milwaukee.............................. 373 IMianapol_ ...... 3,069 D_S ............ 257_91
San Anto_o ............................. 380 San Antonio ...... 3,168 Newark ........... 269,634
B_mora ............................... 395 Milwaukee ....... 3,177 San Ahtonio ....... 286,157
lndiana_l_ ............................. 412 B_more ........ 3_ 1! Philad_ph_ ....... 289,126
New York .............................. 454 Newark .......... 3_21 C_cago .......... 28_803
Columbus ............................... 482 P_lad_ph_ ...... 3_24 B_umore ......... 300_00
D_s ................. '................. _87 Columbus ........ 4,117 New O_eans ...... 339,867
N_w Ode_xs ............................ 494 New O_eans ...... 4,1_8 Columbus ......... 400_Bg
San Jose ................................ $48 H_nol_u ......... _92 San Jose .......... 428,9_
Clev_an_ ............................... 551 New York ....... 4,_36 Honol_u ......... 4d7o044
Los Ange_s ............................. 557 San Jose ......... 4_47 New York ........ 453,596
Honolulu ............................... 563 Los Ange_s ...... 5,12_ Jackson_l_ ....... 48_881
Was_ngton, D.C........................ $73 Jack_nville ...... 5_81 Los Angeles ....... 457,311
Houston................................ 590 SanD_go ........ 5,385 SanDiego ........ 500_09
Philadelphia............................. 597 WashingtonD.C... 5.730 Washingto_D.C... 57_995
Jacksonvff_............................. 631 Clev_and ........ 5324 Clev_and......... 585,794
At_nta ................................. 663 Hou_on.......... 6,279 A_anta ........... 614_26
Boron ................................. 725 AUan_........... 6,631 Houston.......... 620_7_
SanFran_sco ........................... 761 Boron ........... 7_05 Boron ........... 773,172
San Diego .............................. " 762 San Franci._o ..... 9,042 San Fran_sco ..... 885_73

Average .............................. $512 Average........ $4_33 Average ........ $425,874

(l) User Charges a_ based upon _formation prodded by _e _entified cides and s_ndardized assumptions

_gard_g wa_r consumption, was_wa_r _sch_g_ and mh_ hoo_. Actu_ ch_ges in each ci_ wi_ vary
in accordance wi_ locfl usage p_mm_ Some cities _ll for sewer use on _e basis of win_r water

consumption which could affect _wer _ngs if a cu_ome¢s use was not uni_rm _rougho_ the year.
Charges for fll dties refle_ r_¢ schedules in effect in M_ch 2001.

(2) In ad_fion to _e wamr and sewer user charg_ a _ngle hmi_ mfidence wi_ a mark_ vflue of $100,000
pays $156 per ye_ in property taxes to _e Metropolitan Wmer Rechmation Dis_i_ of G_mer C_cago

•(M_ch 1999).

Accounts, BHling and Collection :

The Bureau of Cu_omer Serv_es of DEP ("BCS") renders bills to cu_ome_ of _e Sysmm and col_s

paymen_ of such bills. BCS instal_ and reads m_e_, verifies me_r accuracy, and m_nmins current _formafion

for those cu_omc_ on the flabra_ system of _ll_g described bdow. ;

The Sy_em has approxim_dy 828,000 water and sewer accounts, nearly Mi of wh_h are for water and
sewer serv_c. Appro_matcly 88% of _e Sysmm's wamr and sewer cu_omers arc refidemiM. The rcmfindcr
are primarily commer_M and _dustriM use_, with industri_ users accounting for only a smMl portion of wamr
and sewer usage.

Appmxim_e_ 112,000 account_ 14% of accounts, are _lled annu_ _mugh _e fl_-_ sy_em. These
accoun_ are charged for water _rough a computation which incorpo_tes, among o_ef facmm, _e w_th of _e
front of _e buffing ("frontag('_ _e number of s_fi_, _e number of dwdlmg units, and the number of wate_
ufing fixers (such as ba_mbs, showe_ and _il_ in &e building. The flat rate is computed when _e b_lding

is flint construoed, and amended upon nmice from _e Ciw Departmem of Buildings of building _rations or
when a DEP inspector demrmines th_ the basis for charges is inconecL H_4me annu_ _lls are normfl_ sent
to cu_omem prior to _e start of each Hscfl Year and _e due at _e end of _e fir_ month of _e _scfl Year.
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Approfimam_ 71&000 accounts 86% of account, are _lled on a moered basis. Me_rs are read and billed

on a quarterly bas_ except mete_ for some larger accoun_ which are read and b_icd more frequently. Mo_
me_r readings are captured elec_o_cal_ through the use of band-held compu_ and a unive_ probe. Dma
_om me_r rea_ngs are rehyed to compum_ in fie_ offices and transmitted to a centralized compu_r billing

sy_em on a d_ly ba_s. Some older m_e_. howeve_ mu_ be read manu_. Me.red account _lls are sent out

regularly throughout the year. DEP is now _sting the use of w_er moe_ th_ can repo_ consumption via
telephone fines _ansmitting alma to the bilfing sys_m. U_ike flab_te charges which we_ common_ paid

through mortgage escrow account, m_ered charges a_ _l_d directly to cu_ome_ w_ch. among other factor.
has required DEP to han_e a subs_nfi_ higher v_ume of cu_omer account inq_fies. Commerci_ accoun_

are required by the Board and the City to have mete_ in_d for all w_er serv_es. Sub_anthl_ all of these
accoun_ are in commence with this requirement.

Since 1988. the ba_s for service charges for re_denti_ prope_ies has been in a continuous proce_ of

wanfit_n from a _on_ge or tim-rate basis of annual billing to a men.based _ll_g sy_em which relies on the
ac_ measurement of usage. The Un_ers_ Me_fing program is designed to improve wmer conservmiom w_er

sup_y sys_m management, and ra_ equity. In order to achieve these goalm it is expec_d that sub_anti_ all
flabrme accoun_ will have mete_ in_d by the end of Fisc_ Year 2002. The Ci_ has issued con_ac_ for the

ins_llmion of m_ers for the retaking unm_ered accounts and is _ing and re_adng m_ers where necessary.
Approximmdy 90% of _l w_cr and sewer accounts have m_ers in_al_d. S_ing in July 2000, unm_ered

prope_s wh_h had not taken sups to in.all a m_er were req_d to pay a su_harge doubling thdr annual
water and sewer charge. A surcharge will be _vied on approximmdy 25,000 accoun_ in their July 2001 bills.

Revenues _om newly moered accoun_ may increa_ or decrease somewhm depending on how closely the

flat.me _lling factors previous_ used compare to actu_ me.red consumption for these accounts. Based upon
recent experience, a one4ime decrease in col_ctions will occur for each account as it is me.red due to the

transition from billing in advance under fl_ r_es to bilfing after consumption occur. The one-time effe_ _ taken
into account _ the foreca_ed revenues of the Sy_em.

B_ling based on actu_ usage has affec_d the level of charges to certain large multi_fami_ rcs_enti_
b_Ming_ in partic_ar, those bui_gs with above-avenge population dcn_ff and those with improperly

m_nt_ncd _um_ng fixture_ The result is often a s_nificant inc_ase in charges to such b_iding_ In response
to the needs of this segment of the cu_omer base, the Board has adop_d a _an_fion_ program whereby owne_
of multipl_mi_ buildings that have had m_e_ in_kd under the O_ve_M Me_fng Program will continue

_o be billed on a tim-rate bas_ during the wanfifion period. The m_nsit_n_ program _lows owne_ time to

rev_w their wmer usage, educ_e _nams regarding conserv_m repair leaky plumbin_ and/or in_l low-flow
fi_ures in order _o reduce consumption and charges. There are approximately 32,000 _ccounts in the tranfifion_
program.

On May ! I, 1993, the Board adored a program th_ provides for a cap on the pe_unR charge on multi_e-
family dwdl_g_ The cap is set _ approxim_ely 150% of the average pe_famfly unit charge. In order to be
diane for this program, building owne_ mu_ submit to a w_er audit by DEP and _ke measures to diminme
leakage and wa_

In 1999, the Board adopted a reg_mion authori_ng DEP to _rminate wa_r and sewer serv_es to cuflome_

because of nonpayment of assessed charges. Su_e_ to ce_n n_ice req_ment_ service may be _rminated if
at _ast one ddinquent charge exits which has remmned open and unp_d for m least two yea_, in the case of
non-re_denti_ accounts and re_de_l accounts with six or more units, or thee year_ in the case of re_demi_
accoun_ with one to five unRs.

On May 3. 2001, the Board adored i_ Conservm_n Program for Muifi_e Fami_ Refidcnfi_ B_ings

which rephces the exi_ing transition_ program and m_¢r billing cap program re_ed to above for res_emi_
b_mgs consisting of six or more dwdling unRs. It prov_es thin owne_ of such b_ings who _place or have
replaced at least 70% of the _fl_. sink and showerhead fixtures in such building with _w-flow fixtures may
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elect _ be _lled on _¢ _afis of me,red consum_n or a fixed charge per dwdling umt per ye_. The p_g_m
will be effective J_y l, 2001. To d_e, 90 ap_afions _r _e program ha_e been _cdved and 46 ap_ications
have been approved. The prog_m is defigned to be _venue ne_raJ.

Certain invitations _e exem_ under St_e hw from _e paymem of _l or a ponionof _dr w_er and _wer
charges depend_g upon usage. These msti_fions include rel_u_ cenfin educ_ and o_er charlene

institutions as well as homes for the aged, hos_tals and other n_profit or charitab_ _oq_orafions. For Fi_c_
Year 2001, metered accoun_ of such institutions w_ch would be charged _ss than $1_,731 per ye_ for wa_r
_ervice are ful_ exem_ from wmer and sewer charges, wi_ a 50% exemption for _ose accoun_ _n_ng _om

$12331 m $25A63 in annu_ w_er charges. The comparab_ _sh_ds for flat-rate accounts of _ese restitutions
are $1 IA84 and $2Z864. There are approxima_ 4.000 accoun_ wh_h are enfi_iy or partial_ exem_ _om
water and sewer ch_ges.

DEP manages i_ accoum and biting in_rmm_n through Rs Cus_mer Information System ("CIS"L wh_h
incorporates bo_ fron_ge and m_emd _ccoun_. Anflyms of _e CIS and _e men,bared bills wh_h it
genem_s have _ve_ed fig_fica_ flaws _ _e cu_om_ information dam convened _om the sy_em formerly

used _ bill cu_omer_ The CIS and _e m_e_ba_d bills Mso suffer from a h_h pe_enmge of estim_ed _lls.
DEP is wor_ng to conect sys_m _accu_cie_ Such correction is dependent on bo_ cdmputer anMyses and an
account-by-accoum rev_w. The conecfion process h_ broug_ m lig_ weakne_es in _e aNli_ of _e CIS as
designed and imp_mented to idemi_ and report account e_ors and co_ecfions on a comp_able ba_s over time.
In ad_fio_ _em h_ been fig_ficam _fficM_ in jud_ng _e accuracy of _cdvab_ bMances carried in _e CIS
as a basis for diminating invM_ rec_vables. Prog_ss has been made over sever_ yea_ in deve_ng the
pe_onnel _sou_es m crea_ an adequa_ and cm_e base, he of account mform_ In addRion. _sources
were added to ¢nsu_ _at Ml me_rs _e read and billed on a quarterly bas_.
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THE SYSTEM

Overv_w

DEP _up_s w_er and _w_ _rv_e _ _e Bomug_ of me Bronx, Broo_y_ Manhattan, Queens, Staten
l_and, an a_a of over 300 square mi&s, and se_es over eight mill_n peo_e. The Ci_ is flso _qui_d by Sm_
law m sdl w_ in cou_s whe_ i_ w_ sup_y _ti_ _e locked and whe_ it cu_ently prov_ wa_r _

an ad_fionfl app_mmmdy one m_lion peo_e. The W_ Sy_em p_vid_ an average of approxim_dy 1,400

mgd of w_er W_er consumption has decreased since 1990 when an average of ap_oximme_ 1,500 mgd was
prov_ed by me W_ Sy_em. The amou_ of w_er _ _n be sa_ d_wn from a w_e_hed during _e wont
period in me dmug_ of _co_ is the "Dependab_ Y_." DEP has de_rmined mm me Sys_m cou_ have
_m_hed an average of 1,290 mgd during me d_ug_ of _co_ in the mi_1960_ During periods of normal
rainfall wa_heds supply mo_ man me Dependab_ Yie_. The Sewer Sy_em _e_s an avenge of

apvofim_dy 1200 mgd of sewage during d_ we_he_ Sewer se_e is p_ded to _auflly the entire Cir,
except _r fignificant paas of _e Borough of Staten Islan_ me Bo_ugh of Queens commun_ of B_ezy Point
and Dou_mm and the Borough of Brooklyn commu_ of Seag_e. Sewer se_e is _so pmv_ed m ce_n

up_e commu_fies in Sys_m w_e_hed _e_. Acco_ing m M_cflf & Eddy, me Sys_m _ in adequ_e
con_t_n (me highest _ting ca_gory; See "APPEN_X A_LE'I'TER OF METCALF & EDDY. CONSULT_G

EN_NEER_")

The Water Sys_m

H_ry

Ear_ Manh_n _e_ o_ned wa_r _r domestic purpo_s _om shallow p_vateIy owned wd_. _ 1677
• e fi_t pu_ well was dug in fro_ of _e _d _ _ Bowl_g Green. In 1776, when me population reached

approximately 22,000, a _oir was constru_ed on _e ea_ _de cf B_oadway between Pearl and Whi_ Street.
Water pumped from wells sunk ne_ me Cdlect Pond, e_t of me _n and from me pond it,lL w_ _stribumd
mrough hd_w _gs l_d _ me pfinc_ streets. _ 1800 the Manhat_n Company _ow The Chase Manhattan Bank)
sank a well m Reade and Cent_ Sueem, lumped w_ _to a _r cn Chambe_ Sweet and _stributed _

through wooden m_ns to a portion of me communi_. In 1830 a tank _r fire protection was conmm_ed by me
Ci_ m 13_ _reet and Broadway and was fil_d from a wall. The wamr w_ _strib_ed through two 12finch ca_
_on _pes. As me populat_n of _e CRy _cre_ed, me well wamr became pollu_d and sup_y was _suffic_m.
The sup_y was sup_emen_d by _s_ms and w_ drawn from a _w springs in upper Manhattan.

A_ expiring _matives _r _c_asing sup_ me Ci_ deemed m impound w_er from the Croon Riveh
in wh_ is now Wes_he_ Coumy, and m build an aquedu_ m carry w_er _om the Old Croton Rese_r _

the Cir. This aquedu_, known today as the Old Croon Aqueduct, had a capa_ of abom 90 m_l_n g_ns
per day (mgd) and was _aced in _e in 1842. The _rib_n __ we_ locked in Manhauan _ 42nd
St_et _i_onfinued in 1890) and in Cen_ P_k south of 8_h Stre_ (discontinued in 1925). New __
were constmc_d to increase supply: Boyds Comer in 1873 and M_e Branch in 1878. In 1883 a commission
was formed to build a second aquedu_ _om me Cro_n w_e_hcd as well as addifion_ stooge _se_. This

aqueduct, known _ me New Croton Aqueduct, was under con_m_n from 1885 to 1893 and was placed in
_e in 1890. whi_ still under construction. The p_m W_er Sy_em was cons_a_d from _e various
w_er _y_ems in commu_ties now tonguing of me Boroughs of Manhattan, the Bronx, Broo_yn, Queens and
Staten Island.

Since 1842, them have been no _g_ficam _rruptions of service.

In 1905 me Bo_d of W_ Sup_y was c_ed by _e S_te Le_slatu_. Pursuam m _e 1905 A_, me City
may develop _eas of the C_s_H Mountains, locked in the Hudson River B_in, and pon_ns of me Delaw_e
River Basin locked _ _e we_ of the C_s_H Moum_ns _r wa_r sup_y purposes. In _m for me_

deve_pmem _ght_ _e 1905 Act _qui_s me City _ _mish. upon _queg, supers of fresh w_er to
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mu_c_ifi_ and water d_ic_ in eight nonhero coumi_ in which Ci_ wmer sup_y faci_s and wme_heds
are Iocam_ The Ci_'s o_ns under _e 1905 Act in th_ _spect have now pas_d'_ the Board. The 1905
A_ _so governs the _s thin may be _vied _r _ch w_e_ An eligible mu_c_i_ ofdi_fi_ may d_w w_er

b_sed on a formula compmed _s _e local population m_fi_d by _e daily per ca_ _onsumption in _e CiW.
The Ci_ is cu_ently engaged in a _n_rm project _ update and modernize v_ious w_ _upply agreemems

govem_g the _mish_g of w_ _ such mu_p_ifi_ and w_er _stri_s. :

A_ c_e_l _udy, _e Ciw decked _ deve_p _e C_s_ _on _s an addit_nfl water souse. The Board
of Wa_r Supp_ proceeded _ plan and con_m_ facilities to impound the wme_ of _e Esopus Creel one of

• e four w_sheds in _e C_s_ll_ and to ddiv_ the w_er _rougho_ the Cir. This projecL to develop whm
is known as _e Catski_ Sys_m, _duded _e Ashokan Rescuer and _e Ca_ki_ Aquedu_ and wm com_ed

_ 1915. It was subsequently turned over _ _e CRy's Departmem ef W_ Sup_.Gas and Eie_fid_ for
operation and m_n_nanc_ The _m_ng devdopmem of _e Cms_H Sys_m, inviting _e conflru_n of the
Schohafie Rese_r and Shandaken Tunnel, w_ comp_d in 1928.

In 1927 the Bored of Wmer Sup_y submit_d a _an to the Board of Estimate and Appo_ionmem for _e
deve_pmem of _e upper pon_n of _e Rondout w_e_hed and tribu_fies of the Ddawa_ River wi_m _e

S_ of New York. This project was approved in 1928. Work was sub_quem_ de_yed by an action broug_ by
• e Stme of New Je_ey _ the Supreme Cou_ of _e Unhed St_es to e_oin the Cfly and _e of New York
from ufing the wme_ of any Ddaware River tribmary. In May 1931 _e Supreme Court of _e United States
upheld the fig_ of _e Ci_ to augmem i_ w_er supply from the headwm_s of _e Delawa_ River Construction
of _e De_wa_ Sy_em was begun in Ma_h 1937. The Ddawam Sys_m was placed in _e_e in stages: The
Ddawam Aqucduo was commend in 1944, Neve_k R_erv_r in 195_ Rondout Rescuer in 1951. Pepa_on
Reserver _ 1954 and Cannons_l_ Reserver in 1967.

Wmer for _c Sy_em is derived from _e up,me mse_r sy_ems (_e Cr_o_, Cms_ll and Ddawar¢
Sys_ms) and a sy_em of wel_ in Queens _ we_ acqu_ed _s pa_ of _e Ci_'s acq_s_on of the Jama_a
Wa_r Sup_y Company ('_ama_a Wa_f'_ The thee upstate wa_r c_ction sys_ms include 18 _servoirs

and three comrol_d lakes wi_ a m_l flo_ge capad_ of approxim_dy 550 _on gfl_ns. They we_ deigned
and buill wi_ various imemonnections to inc_ase flexibility by permitting exchange of wa_r _om one syflem
to anothe_ This _mum mitiga_s localized d_ug_s and _kes advamage of excess wa_r in any of the _e
w_e_heds. :

The Water System _ cu_em_ t_rn_ng water _ use_ _ potions of four of _e _g_ d_ northern
counfic_ The Wa_r Sys_m profides approxima_ 85% of _e wa_r used in Wcs_hesmr Coun_ and
appro_m_dy 7.5% of thc water used in Pumam, O_nge and Ulster Counties.

Approxim_e_ 95% of _e _t_ water supply is ddive_d to b_gs by g_vi_. Only about 5% of _e
water is _g_ly pumped by DEP to m_m_n _e desired pressure. As a _sulL operating costs are relm_dy
_sensitive _ flu_u_ns in _e co_ of powe_ When droug_ conditions exist, ad_t_n_ pum_ng is req_red.

Wa_r Collection and Distdbu_on

The _e main _o_ sy_ems are _e Croton, C_s_il and Delaware Sy_ems. (See "New York City
Wa_r Supp_ Sys_m" map before _he App_nd_es for Ihe Iocat_n of the reservoir sy_em_) _ addfl_m
less _an 1% of _e Ci_'s dai_ w_er sup_y is provided by wells in Queens.
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The following roses set forth the capa6ties and ofi_nfl iwserv_e d_es of the Sysmm's collecting and

bflancing mserv_ and dimfibufion facilities based on _e City records.

Collecting Reservoirs

Av_¢ Ofiginfl
Capacity(l) In_v_e

Name (BHfion Gallo_) Date

Croton
New Croton ..................................................... 1_0 1905
Croton Fills Mfin ................................................ 14.2 191 l
Cross River ..................................................... 1_3 1908
We_ Branch .................................................... 10. l !895
Tificus ......................................................... 7.2 1893
Amawflk ....................................................... 6.7 !897
East Branch ..................................................... 5.2 1891
Muscoot ........................................................ 4_ 1905

Bog Brook ...................................................... 4A 1892
M_dle Branch ................................................... 4.0 1878

Boyds Comer ................................................... 1.7 1873
_9 1911Croton Fills DNen_g ............................................ _

Tot_ ....................................................... 88.6
Ca_kill

Ashokan ........................................................ 122_ 1915
17.6 1926Schoharie ....................................................... _

Total ....................................................... 140.5
D_aware

Pepa_on ........................................................ 140.2 1954
Cannons_l_ .................................................... 953 1965
Rondout ........................................................ 49.6 195 i

34D 1950Neve_ink ....................................................... _

Totfl ....................................................... _320.4

Total Av_Ne Capad_ ...................................... _547.5

(I) Capac_y above mi_mum opcrating _vel.
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Balancing Reservoirs and D_t_bufion Facififies _

_orage ; O_n_
_apacity l_Ser_c¢

Name Ibilfiongal_ns) Da_

Balancing Reservoirs
Ken_co ................................................ 30.6 1915
Hillv_w ............................................... 0.9 1915

Tot_ .............................................. 31.5
D_tfibufion Facilities
Central Park ............................................ 1.0 1862

Jerome Park ............................................ 0.8 1905

Ridgewood (basin no. 3) ................................. 0.1 1875
Silver Lake Oanks) ...................................... 0.1 1970

Tot_ .............................................. 2.0

Total Storage Capacity ............................... 33.5

The following table sets foah the Dependable Y_ld and _orage capacRy for each of the water supply
sy_ems.

Water System Dependable Yield and Capa_ty

Depcnda_e S_ge
Yield Capacit_! )

Sy_em__ Img_ (biSongallons)

Croton ................................................. 240 86_
C_skill ................................................ 470 14&5
Delaware .............................................. 580 320_

Queens wells ........................................... 33 2_

Total .............................................. 1.323 550. I

(I) Capacit_abovemimmumope_ti_g _.

The Croton Sy_cm normfl_ pro_des approxim_dy 10% of the Chy's daily water sup_y and can pro_de
sub_anfi_ly more of the d_ly water sup_y during drought con_ons. The Croton Sy_em confi_s of 12
reservoi_ and three con_olled hkes on the Croton giveL i_ three branches and three other tributaries. The water

in the Croton Sys_m flows _om up.ream reservoi_ through n_urfl _reams to down.ream reservoir,

_rminating at the New Croton Reserv_ The Croton Sys_m is divided into three subsys_ms: the We_ Branch.
Croton Falls, and Muscoot. The watched which supers the Croton Sys_m has an area of 375 squarc mi_s. It
I_s _mo_ entirely within the St_e, approxim_dy 45 m_es noah of lower Manh_n, with a smfll potion in
the Sta_ of Conne_uL

The Cms_ll Sysmm wme_heds occupy sparsely populated areas in the central and eas_rn po_ns of the
Catskill Mount_ns and normfl_ provide approxim_dy 40% of _e City's d_ly water sup_y. Wa_r in the
Ca_R SyMem comes from the Esopus and Schohafie C_ek w_e_heds, locked approxim_e_ 100 miles north
of lower Manh_tan and 35 mi_s west of the Hudson Rive_ The C_skill Sy_em is comprised of the Schoharie
Reservo_ (formed by the Gi_oa Dam across Schohane Creek) and Ashokan Reservoir (formed by the Ashokan

Dam across Esopus Creek) and the C_s_ll Aqueduct,

The Dehware Sy_em, Iocmed appro_m_e_ 125 miles north of lower Manhattan, norm_ly provides
approximately 50% of the City's d_ly water supply. Three Delaware Sys_m reservoi_ collect water from a
sparsely populmed region on the branches of the Delaware Rivc_ Cannons_l_ Reserver (formed by the
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Cannonsfil_ dam on _e W_st Branch of _e Delaw_e River); Pepacton Rese_r (formed by _e DownsvH_

Dam across Me Ea_ Branch of _e De_wam RiveO; and Neve_ink Rem_r (formed by _e Neve_k Dam
_cross _e Nev_fink Rive, a tribmary _ the De_w_e River).

W_er may be pumped in_ _e Delawarc Aquedu_ from _e ChOrea Pump Station wh_h 8taws from Me
Hudson Rive_ The Chdsea Pump Staten has a capao_ of 100 mgd. The Chdsea Pump S_tion was
reconnected in 1965-66 under drought eme_ency circumstances and has oper_ed under droug_ con_fions _
severM times fince _en.

W_ls in Queens prov_e _ss _an 1% of _e Ci_'s d_ly w_ suppl. The wells could po_ential_ pro_de

morn of _e d_ly supply during droug_ con_fions. U_e _e rest of _e Chy's w_er supp_, which is a surface
and g_vi_up_d sy_em ofigin_mg in a n_wcrk of up_e _o_ well w_er is pumped from e_ens_e
underground aquila. The acqu_n of we_s in Queens from Jam_ca Water in 1996 _pm_n_d the fi_t new
wmer sup_y souse for _e Chy _nce _e 1960s when _e Ddawam surface wa_r sy_em i_fiM_ came on line.

The Sy_em's w_er supply is t_nsponed t_ough an ex_n_ve sys_m of _nnds and aqueducts. (See "New
York Ci_ Water Tunnd_' map before the Appen_c_ for the location of the m_or water transmi_n

facilities.) Cro_n Sy_em w_er is dd_e_d from Me New Cro_n Re_r by _e New Cro_n Aquedu_ _
the Jerome P_k Rese_r in The Bronx. From J_ome P_k Re_o_ and _om direct connections _ _e New

Cro_n AqueducL trunk m_ns carry w_er to _e _e _ea. The C_sMll and Delaw_e Aquedu_s convey
wm_ _om Ashokan Reserver and Rondom Rese_r _ Ken_co R_e_r and then to Hfl_w Rese_r in

Yonke_. Both Kenfico and Hillv_w Rese_ sere as bManong m_. W_er from Me Cms_H and
Drawee Sys_ms is mixed in _e Kens_o Rese_L and is conveyed w HilN_w Rese_r whe_ w_er eme_
Tunnds 1, 2 and 3. T_nk mMns carry wa_r _om tunn_ shahs and _om _e di_ribufion _c_fies 0erome Park
and HHl_ew Reserver and Siiv_ Lake Tanks) _ _e _e _ea.

DEP is cu_ently conducting a program of m_ewing and asses_ng _e con_tion of _e Rondou_We_
B_nch TunnY, wh_h compiles a posen of _e Drawee Aquedu_. The Rondou_We_ Branch Tunnd carries
water 45 miles from _e Delaware Sys_m under the Hudson River and in_ West Branch Reserv_ It has a
capao_ of 900 mgd and normally comribu_s 50% of the Chy's wm_ sup_y. A portion of _e _nnel crosms a
_ac_d rock formation, is potentially su_e_ to g_a_r swess than the deep rock tunnels Iocmed in the Ci_
and ankhs _e _ghem pressums in _e W_er Sy_em. Since the e_ly 1990s, DEP has moni_md the condition
of the Roundom-Wefl B_nch Tunnel. As a _sult of DEP's flow tests, visual obse_ns and other anMyses
conduced over _e last five years, h has been de_rmined _m between approxim_dy 15 mgd and approxim_dy

34 mgd of w_er is b_ng loft from the _nnd and is surfadng in _e _rm of springs or seeps in the area. This
amoun_ to a _ss of appro_mately 3% of _e dmly v_ume of wa_r prov_ed by the tunnel. DEP has _med
the engineering work _ determ_e _e n_u_ and ex_nt of _pai_ which may be necessary to remedy the w_er
_ss. DEP has Mso de_rmined _m _e situation in _¢ tunnd and amoum of water loss is stab_ and _at, in the

opinion of _e pro_nM engineering firm r_Mned by DEP in co,unction with _m investigation, _em is no
imme_a_ risk of _ilum of _e tunnd. DEP in_nds m make _e necessary _p_. The ccs_ lo perform such
mpM_ cou_ be sub_anfi_ depend_g on _e n_um of _e mqui_d _p_r. To perform the _pMr work, _e _nnd
may have _ be sh_ down and d_w_e_d. During any such period, it will be necessary _r _e Ci_ _ _cmase
reliance on i_ other w_er sup_ and to im_emem morn s_ngent measu_s to encourage conse_m_n and
decrease deman_ If h _ necessary to shin down and d_w_ the tunnel, DEP bel_vcs _ water se_e at

normal v_ume cou_ be prov_ed for a period of m lea_ _me momhs and appro_mmdy one _H_n gallons per
day could be prodded by _e _h_ parts ef _e Wa_r Sy_em _r an indefi_ period to satis_ _e w_ sup_y

needs of _e City. In gene_l, _e Ddawa_ Sys_m continues to demon_r_e a high degree of reliability aher 55
ye_s of continuous m_e. Nevertheles_ DEP conside_ it pmdem to conduct mgu[_ tunnel and aqueduo
inspections and su_eys to de_ct any proteins th_ mig_ _ise so thin co_ective actions can be taken if needed.

Tunn_ _ From Hiil_ew Rese_ w_er _om _e C_sMl[ and De_w_e Sys_ms is delivered in_ _e
Ci_ by a O_ul_, cement-line& pressurized, bedrock tunnel th_ narrows in _am_ _om 15 to I l _. Tunn_
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I is 18 miles in leng_ and ex_nds sou_ _m Hfllfiew R_e_r _mugh _e Weft Bronx to Manh_un _d

B_kl_. From two _inal shafts in B_, _eel and _andby ca_ _n _es ex_ in_ Qu_ns _d
S_tcn lfland, _s_. Tunn_ 1 is 2_ to 750 _et un_mund _d _us av_ds __c wi_ _

_i_s subways, sewe_, pi_s and _hcr undc_mund m_s_u_ _ese de_hs _ _ to ensure
sub_amhl _k covering _s_ to wRh_and _e bu_ng _m of _c w_cr ins_c _d to ensure

wammghm_s. Tunnd I has a c_ _ _i_y I,_ mgd. _ _ flong _c mnnd conne_ wi_

su_ce m_ns w_ch ddiver wmer to _c diflfibution _smm. ,

_nnel Z _c s_ond runnel _so delive_ Cm_ and _law_ Sys_m wmer _om HiHv_w __
It is a _ _mc_li_d, pm_ufizc_ _d_k m_cl 2_ _ _0 _ _w t_ s_ su_ _d 15 _ 17
_ct in diame_ Tunn_ 2 exmn_ south _m H_lficw Re_ e_t of Tunn_ 1, _mugh _e B_nx, und_

• c _st River _ Rike_ Island, _mugh Queens and B_k_, and connects _th Tunnd I _ _n G_ene P_k
as wall as at S_e and Nedns S_s in B_n. Tunnd 2 has a capad_ of appmxim_e_ 1,_ mgd and is
20 miles in _ng_. Shafts _ac_ _ong thc tunnel connect with su_ce m_ns wh_h ddivcr w_cr to the
di_fibufion sy_cm.

_d _n_ Connecting m Tunn_ 2 in B_yn is _e mn-_ _ammeL fiv_mi_ long R_hmond
TunnY, wh_h was __ _ 1970 and c_cs wa_r 9_ _et bcncmh Upper New Yo_ Bay to S_en lfl_d.
_e _m_d Tunnd, _e R_hmond _s_b_ Chambc_ _e R_hmond Aquedu_ and the unde_mund

Sil_ _e _nks were des_ned m impm_ _e wa_r supply hc_s _ S_ _d. _c unde_mund _o_ge
_ks Omong the world's I_ge_ have a _m_d op_Ry of 1_ _ll_n gaHons and m_ace _e Silver _c
R_e_r (now Silver _.

_nnel & A new wamr mnnd, Tunnel 3, connecting the _r sy_em to the City is pm_mly under
co_tmcfion to _ c_ _ me_ a gmw_g _mand in the eas_m and _u_em _as of the _y. _
_s_n and _haN_n of Tunnds 1 and 2, and pmfide w_er ddive_ _mativ_ m _c Ci_ in _e event

of d_ion in Tunnd 1 or 2. Tunnd 3 is _ing built in _ur stages. Stage I commenced op_mion in July 1_8.
It _Hows a 13-mi_ mum w_ch exmn_ _u_ _m Hfllv_w R_e_dr in Yonke_ under Ccnt_ _ R_c_r

in M_h_, and ea_ under the Ea_ River and R_v_ l_and to Long l_and Ci_ in Queens. Stage lI is
cu_y under comtm_n and is _ to _ com_emd in 2_8. _ will exmnd _m _c end of S_e I to
supply QueenL B_k_ and _e R_hmond Tunnd and _m _e valve ch_r _ Cen_l Pa_ inu, lower
M_R_. U_n _m_ _e H will e_e _e _s_m m m_m_n _11 _e _ if Tu_d I _ 2 w_

sh_ down. Stage 111will ex_nd _m _e Kenfico R_e_r to the ime_onne_ing _am_r of Stage I, sou_ of
Hillview R_e_ Stage IV is im_d_ m ddiv_ ad_fion_ wm_ to _e e_m p_s Of_e B_nx and Qu_.
It would ex_nd _t _om _e noahem _us of Stage I in _e Bronx to Queens and then sou_we_ m
ime_onne_ wi_ _e Queens po_on of Stage II.

The w_ _s_bution sys_m con_s of a grid n_work _ _ _1_ _s of _, as well as valves, fi_

hy_ams, _gdb_ hd_ gmehou_ pump s_, and mfin_nance and _pa_ y_s. Some pi_ was
in_d be_ 1870 and appmfim_dy 7% is over 1_ ye_s _d. Ap_immely Z2_ mi_s of _pe _e unlined

c_t iron l_d be_ 1930. H_ l_d _een 1930 and 1969 is cemem_ined ca_ i_n and compiles a_ut 2A_
miles of the di_fibution s_m. H_ laid after 1970 is cemem_ed ductile iron _ _fi_ _m I,_ miles
of _e _s_b_ _s_m. _e CIP p_v_ _r _e _og_mm_ _emem of w_er mains in _o_e
wi_ cen_n e_a_hed cfi_d_ _ cd_da we_ _v_wed and _nfi_ by t_ U.S. _y Co_s of
En_nee_ in i_ iMe_t study of _e O_'s _fibution sys_m commend in N_em_r 1988.

V_ous hcfl_ pmfide s_ge to meet the hourly fluou_s in demand _r w_er _mughout _e Ci_,
_ w611_ any sudden _c_e m _a_ _ _g_ m_ from fi_ _ _h_ em_gen_. With _e exce_n of
some commu_fi_ _ the outlying _as of the Ci_ which may experience _w p_u_ _e during _ _s
in _mm_ mon_ _e w_ _s_b_ion sys_m pmv_es gen_ excellent _e.

From time to ti_ t_ W_er Sys_m experiences dmug_ conditions caus_ by _i_a_y _o_M

p_c_i_t_n in _e watched a_. Sin_ the Water Sys_m _lics u_n a su_ce w_er sup_ it is _n_i_ _
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m_or fluctuations in pm_tat_n. Througho_ even He worst droughts, He W_ Sy_em has continued _

supply suffi_ent amoums of wmer to He Cir. In the event of a drougM, DEP may impose _st_cfion_ enhance
pu_ic awareness p_am_ expand i_ inspection _e and perform ad_t_n_ _ak and was_ surveys in public

and pdv_e buildings. DEP may _so _qui_ commun_ ounce of the Ci_ _ _e se_ed by the Sys_m to
ado_ _mil_ con_n measures. The Chd_a Pump Station m_y also be b_ugM in_ _e in order _
d_w Hudson River wa_r into the Sy_em.

DEP h_ im_eme_ed conse_n programs including m_erin_ _ilet m_aceme_, hyd_m loc_ng, _ak
deletion, and pu_ _formation. Cunent deman_flow w_ections show thin if con_afion prog_ms _m_n
effe_ive _e_ will be no imme_me need for the Ciw to find addit_nal _ng-term water supply souses.

The Sy_em has six _bormories _ moni_r wmer qu_ em_o_ng appro_mmdy 250 m_ro_o_s,

en_ne_s, chemi_ hydroxyls and limn_o_ Over 65,000 _am_ per ye_ _e c_lec_d and 800,000
an_yses are performed annu_. Routine checks am made _r morn than 60 _ffemm substances, including heavy
m_a_ and t_ce organ,s. The mo_ring program meem or exceeds _deral and State mq_mems and has the
capa_li_ _ meet potentially more _ringem _q_mmen_.

Governmental Regu_on

The Sys_m is su_e_ Io federal, Stat_ in_tme and mu_c_ _g_m_ At He _deral _vel _gulmory

jufisd_t_n is vexed in USEPA; _ the Sm_ level in the NYSDEC and the NYSDOH; _ the interstate level in
the Delaware River Barn Commission (the "DRBC") and the lme_t_e Samtm_n Comm_on (_e "ISC");

and at the municip_ _vd in DEP, NYCDOH, DOB, the Depanmem of Bufiness Services 0be "DBS") and, to
a limi_d degree, in mu_cip_ifies and _stri_s locked in eight counties north of the Cir. Wa_r qual_y
s_ndards are enfo_ed within the w_e_hed areas noah of the Ci_ _rough a n_work of overlapping

governmem_ jufisdiction_ Participating in th_ n_worL among other_ are NYSDEC and NYSDOH, count,
mu_op_ and _stfio poise, en_nee_ and inspectors; and Ci_ pe_onnel _om DEP. The various jurisdictions
mmnmin phy_c_ secu_, take w_er sam_es, monitor _e use of herbiddes, _c_c_es and _ii_er_ and
gener_ oversee the phy_c_ con_t_n o_ aoivi_ on and the operal_n of w_er supply lands and _cilitie_
Potions of the overall _flative and mgd_ory framework governing the w_ersheds may be found in the City's

Admi_s_ive Code, Health Code and Wmer Sup_y Regdm_n_ Regulmory enfo_eme_ within City limi_ is
_mo_ exdufive_ accom_hed through Ci_ pe_onnel. Provisions mcorpor_ing and augmeming the sub_ance

of _e SDWA, rdmed mg_ions and the Sanitary Co_le, are contained in the Heath Code, Wmer Sup_y
Regulmions and the City's Bui_ing and Building Con_ruo_n Codes. These pro_ons are enfo_ed by
pe_onnel _om DEE NYCDOH _nd DOB.

Croton Fi#ra6o_ Because of the qu_i_ of the Sys_m's wa_r and the long periods of retent_n in the

reserv_, it has not been necessary to fil_r wmer from the Sy_em to _duce the ba_eri_ con_m and _e
_rb_i_. The only treatment procedures rom_dy em_oy_d by DEP am sc_e_n_ d_em_n, add_n of cau_
soda and phosphoric acid for co_o_on con_ol, _n_ctiom and fluoridation. Ad_tions of copper sulfate for
algae comrol and alum for mrb_ity conuol are made on_ when needed. This level of tm_mem proved to be
mo_ than suffioem to m_m_n wa_r query _andards throughout the enti_ Wmer Sy_em. HoweveL new
wa_r _e_ment standards led _ a 1992 stipulation with NYSDOH which prov_ed for the con_ruoion of a full

scale wmer tremmem _cili_ to fil_r Croton Syslem w_er. The _d_n has been supe_eded by a 1998
_der_ cou_ consent decree (the "Croton El_r Consent Dec_e") which requires the City to design and

constru_ such a fad_ and have _ operational by March 1, 2007. If the City fails to meet cenmn mi_swnes s_
out in the Croton Filter Consent Decree it may be mq_md to pay pen_ties _ the State and _deral governments.

In December 1998, after an e_en_ve _udy of sev_ alternative si_s, DEP _entified the Mosh_u G_f
Coupe in the Bronx as the Ci_'s pm_ed si_ for the full-sc_e wmer t_ment _cili_ to fil_r Croton Sys_m
wate_ The selected Mosholu Gdf Coupe site lies within the boundaries of Van Coalandt Park, a mapped publ_

park. The Ci_ beloved th_ the construction and ope_t_n of _e Croton w_er tmmmem _cil_y _ this si_
would not consfi_ _nm_n of par_and. In September 1999 and November 1999, _spective_, two actions
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we_ broug_ against He Ci_ by commu_ o_anizations opposed to He shing of _e Crown water t_atment
h_li_ _ _e Mosh_u G_f Coupe si_. The _tions we_ p_c_e_ in pa_, on an _n by the petitione_

_ the s_ing of _e hci_W _ Mosh_u Gdf Coume would constit_e M_n_n of p_an& requiting Slate
_gislative app_v_.

On February 8, 2001, the New Yo_ Court of AppcMs ruled ag_n_ the Ci_ and de.trained that
construction ef the p_po_d C_n w_ t_mmem _ant. _ the Mosh_u G_f Coupe s_e, amounted _

_ien_n of p_and and required app_v_ of _e St_e _fl_u_. h lig_ of this decisio_ _e C_y submitted
a _ll to the State le_mu_ whic_ if passed and signed imo law, would au_ofize _n_n of potions of Van
Co_lan& P_k _r _e ¢onstm_n and ope_fion of He CrOon water treatment _ant and ce_n _h_d fac_itieg

In addition, _e Ciw is inve_ig_ing _her options to ensure com_iance wi_ the _quiremem _ fil_r the C_ton
Sy_em wme_ Thee options include, among _hem, sfling _e Croton w_ t_mmem cant _ _her lock.as in
the B_nx or We_ches_r Count, and reducing or changing the usage ef _e Crown water sup_y sys_m by _¢
Cir. This could _sult in con_cfion of He plant being subflantiM_ delayed beyond the 2007 Crmon Hi_r
Ctm_m Dec_e dea_i_e.

On April 4, 2001, USEPA fi_d a motion wRh _e U_, Distfi_ Coum _r _e Ea_em Distd_ of New Yerk,

_qucsting that the Court issue an o_er directing the Ci_ to (i) pay $4.74 mill_n in penalti_ under the Croton
Hl_r Consent Dec_ on accoum of _e Ciw's _ged hilum to comfy wi_ two mi_ones _l_g _ _e_ng
and o_ng State _flation for the siting of the Croon w_er _e_mem _ant, and (ii) submit a _hedu_ of
mi_ones demonst_ting how lhe C_y _nds to recoup lime lost on the projeO as a reset of _e New York

Coufl of Appe_s decis_n. The Ci_ _sag_ wi_ He pofit_n _ken by USEPA and the Sm_, and contends
_ it has con_s_m_ a_ed in good hith and in com_iance wi_ the C_n Hl_r Con_m Decree. The
pena_ accrue on a daily b_is until ._e ap_able mi_gon_ _e met or a modification cf the C_n Hirer
Consem Dec_e is ag_ed upon.

On April 23, 2001, He State j_ned USEPA's minion _r payment of penates and a _hed_e of mfl_mnes.
In May 2001, USEPA and the Slate each made a h_h_ demand _r stippled penates _r _e Ci_'s alleged
h_u_ to comfy wi_ two mi_ones in _c C_mn _l_r Con_m Dec_e, relining to _e Ci_'s obl_ation to

secu_ fin_ app_v_s and permits _r the C_n Wmer T_mmem Hant by May l, 2001, and the Ciw's
o_mion to adveRSe si_ p_p_m_n bids by May l, 2001. On May 10, 2001. the Di_fi_ CouR held the
paymem of penalt_s _ abeyance and _ed _e m_r m a U.S. magistrme judge.

Wa_rshed Protect_n/Catskill, De_wa_ Fi#mtio_ Pumuam m _e _der_ Sa_ Dfin_ng Wa_r A_

('_DWA"L USEPA ha promu_ed n_nw_e drinking w_er _g_ns which speci_ _e maximum level
of harm_l con_m_an_ _lowed in drinking w_er and which govern the con_n, ope_l_ and
m_n_nance of _e Sy_em. USEPA has also p_mulgmed fil_ation t_mem _gulm_n_ known as the federal
Surface Wm_ T_mem R_e ('_WTR"L _m p_fibe guide_n_ concem_g _udi_ _ be performed,
_og_ms _ be im_emenmd, fime_bMs m be mo and any _h_ actions necessary _ insu_ com#Mnce wi_ _e
_gulm_ns' mrms. En_emem of SDWA and i_ relined _gulm_ns, exce_ _r _e SWTR, was deMgamd by
USEPA _ _e State. USEPA h_ de.greed primary en_emem _sponsibility _r _e SWTR _ NYSDOH _r
MI sysmms in the S_m _h_ than the Ca_kili and Ddawa_ Sy_ems. With _spe_ m the Cms_ll and Dehw_e

sy_em_ _e Ci_ bel_ves _ und_ _e SWTR pmm_gmed by _e USEPA it will comMue m be aMe m meet
He cri_fia _r no_fil_d sup_

On January 21, 1997, _e Ci_ and _e Stme exec_ed a Memo_ndum cf Ag_emem wi_ the commu_des
in _e Ca_kill. Delaw_e and C_mn w_e_heds, USEPA and _vc_l enfimnmem_ g_ups (the "Wme_hed

Memo_ndum of Ag_emem"). The W_e_hed Mem_andum of Ag_emem supp_men_d _e Ci_'s e_ing
wate_hed p_tect_n p_g_m with app_ximmely $400 million in ad_tioa_ _n_n_ This _nding, at _a_ $290
miil_n of which is expe_ed to be p_v_ed through _e issuance of Au_ofi_ bonds, confi_s of $350 mill_n
_r econom_nvironmental pa_ne_hip _og_ms with up_e commu_fi_ wh_h include a w_er qu_i_
inve_mem p_g_m, a _g_n_ economic developmem _nd and a _on_ advi,t,o_ fo_m for w_ qu_ity
initiatives and wine.bed concemg As prov_ed under the W_shed Memorandum of Ag_emem, the State has
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i_ued a laud acq_fiton permit to the City and has approved Me C_y's revised rules and reg_mions governing

cen_n aspec_ of land use in the w_e_he& The State _so promulgated tfie same regimens under state law
procedures in July 1998.

On May 6. 1997, USEPA exmnded a 1996 i_efim d_erminm_n pu_uant to which _e CiU is not required

_ofiber wmer _om the Cms_ll and Dehwam Sy_ems m April 15, 2002 or until a further demrminmmn is made,
wherever is earlier (the "May 1997 Demrm_mion"_ Preliminary e_immes of _¢ costs of such filtration am
_om $3 b_lion to $4 bi_ion. The May 1997 Determ_m_n contains a number of cond_ions which the City is

_quired to satisfy to ensure _ the Ciu wou_ continue to be relieved of mquimmen_ for filum_n. One of
those con_t_ns is thin the Ciu s_ property _om owne_ of 355_50 acres of land in _e w_e_hed and
acm_ acq_m (wi_ ce_n limimd exceptionO any land used to satisfy the sOicitation goal where the owner
accepts the Ciu's purchase price. To be eligible for acquisition, land must smis_ speofied nmur_ _mums and
minimum ac_agc ch_a. The Ciff expels to spend $250 mi_l_n for the acqu_ifion program, which may be
_cmased by $50 m_iion aher five years upon a review of _e CiU's progm_ wi_ Me program. NYSDEC has
issued a _newa_e ran-year land acqmfition permit to Ire City. Thc City has closed on _e acqui_tion of
appro×im_y I_000 acres of land in the wam_hed wkh an aggmg_e v_ue of appro_ma_ $51 million, and

is a party to con_ac_ or option agmemen_ for _e pu_ha_ of approxim_e_ 16,000 ac_s of additional land in
• e wmemhed wig an aggmgme va_e of approxim_e_ $35 millmn. The CRy has included in _e CIP $128
million for the pumhase of land in _e C_s_ll and Delaw_e wine,beds and an ad_tion_ $6 mill_n for land in
Me Croton wme_he_

Im_ement_n of lhe May 1997 Determination is _e su_e_ of ongoing _usfions whh USEPA. In
accordance with the Wam_hed Memorandum of Agreement, USEPA has conduced a formal review and
ev_umion of the C_y's com_hnce wi_ the mrms and con_fions of _e May 1997 Demrmin_m In i_ mix)n,
dined May 31, 2000, USEPA found thin the City has made _g_ficam progress in protecting the
Cms_B/D_awam wam_hed, but _m it mu_ stop up its effo_s in ce_n areas in order m avoid being required
to fil_r i_ water in the longaerm. USEPA _d_med thin the City must accde_m _e pace of its prog_m to
upg_de non-Ci_-owned sewage tremmem plants in the wine,he& USEPA also ind_med thin _e Ci_ mu_
aggm_ivdy pu_ue addition_ land acquifition in the Kens_o Reservoir basin in order to protc_ the quality of
wmer flowing _rough _e Kenfico Reservoi_ Al_ough them is only a limimd amount of eligible land _ may
be acquired in thin barn, the Ciu inmnds to _new its effoas to _cu_ pu_hases from wiling sel_, induing

the acquisition of conserv_n easemems whe_ appropdate. In ad_fiom _e Ciu is pu_ng other approaches
to pr_e_ Ken_co wmer qu_i_ _du_ng inve_ming whe_er local governmems in the basin can prov_e
assistance in acquiring and preserving open space _r wme_hed pr_ection and wh_he_ in coopermion wi_

USEPA and local propeay owne_, a non-mgul_o_ program can be developed to encourage add_n_ actions
to protect w_er quali_ beyond _e mq_men_ of _e Ci_'s wam_hed mguht_n_ The Ciff has _mady

devomd subaanfi_ effoas aimed _ protecting Me Ken_co Reserv4_ including the _a_lation of stormwater
be_ managemem pmct_es on numerous pa_e_ of land a_acem m the mscrvo_

The CiU h&s adored land use _gulations which are a m_or componem of _e Ciu's effoas to promct i_
wmer sup_y. These mgulation_ w_ch were adopted punuant to the New York Stme Publ_ Health Law and
which have NYSDOH approve, are designed to pmvem _tum comamination of _e Sys_m's water sup_y. The
City bel_ves th_ i_ _creased regulmory effo_s to pr_e_ its wmer supply will preserve the _gh qu_iU of _e
water in the Cms_ll and Delaware w_e_beds and, tog_her with the _her e_mems of the Ci_'s w_e_hed
pr_ection program, will avo_ _he need tbr fil_m_n of _e_ wmcr sy_em_

The May 1997 Dmerminmion mqu_ed, among _her _mgs, thin _e City proceed wi_ _e design of a
fil_n faciliu for _e C_s_ll and D_awam Sy_emm should it be mqm_d. In December 2000. the Cir. as
permitted _ the May 1997 Determination, petitioned for relief from procee_ng _) final design work for the
filtration _ciliu, As paa of i_ petition, _e City proposed using ultraviol_ ("UV") tmmmem for
Cats_ll/Delaware wate_ On July 23, 2001, USEPA gmnmd _e Ciu's request for relief from proceeding with
final design work for a filtration _li_ su_c_ to ceaain conditions including the CRy's conducting a _ah_iity
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ev_uation of UV and _ such treatme_ _ found to be _as_k, wiM the deign and con_ru_n of a UV _dli_.
The cost of de_g_ng such a _dli_ is e_im_cd _ be approvingly $150 million, which is not cu_em_
inc_ded _ the CIP,

In a ]etwr da_d June _ 2000, and ag_n in a lair dawd Augu_ 9, 2000, Hudson Riverkeeper, Inc. gave
the Ci_ notice th_ Me Hudson Riverkeepen Inc. and _her organizations imend to sue pursuant to Me SDWA
(which permi_ cen_n _wsui_ by dizens to enforce the SDWA) concerning alleged _ations of Me May 1997
De_rm_ation and the fil_n avoidance provis_ns of the Nation_ Primary Ddn_ng W_er Re_d_ns
re_ng to Me City's C_skiH and D_aware water sup_y syswms. No such H_ga_on has been commenced as of
the dine hereo_ The City in_nds to de_nd _gorously any such act_n w_ch is a_u_ ini_ed.

USEPA lnvestigation/Regulation_ On Augu_ 23, 2001. DEP ag_ed _ res_ve a crimin_ invest_ation by
USEPA and the Uni_d States Attorney's Office _ the Southern Di_fiO of New York concerning the p_sence
of mercury, PCBs and _ad at sever_ DEP hdlities in the w_e_hed. Under the _s_ution, DEP will _ead guil_
to a _lony _dation of the Clean Wmer Act and a misdemeanor violation of the _deral Toxic Sub_ances
Control Ag and pay a fine of $5_00_ DEP will also accept overs_ht of demen_ of Me wmer supply by a
Coup-appointed monitor and be placed on probation, b_h for a _rm of three yea_, ex_ndab_ by the CouR for
up to two ad_fion_ years. The C_an Wa_r Act v_l_n is based on the _scharge of wmer com_n_g low
levds of me_ury from a DEP fadlRy in Sullivan County. The Tox_ Sub_ances Coned A_ _ol_mn is based
on DEP's use of flow co_rol equ_ment wh_h com_ns PCBs in _her than a tot_ly encased manner _ a facili_
in We_che_er County. The con_tions which gave rise to Me violations have not had any d_e_a_e impao on
w_er qu_ity and the Ci_'s w_er supply has been, and conOnues to be, sa_ and wh_esome. The federal
governmem, NYSDOH and DEP have gl _c_ed _ _e wa_r supply _m_ns safe wRh respect to me_ury,
PCBs and _ad. DEP has been and confinous to be engaged in a program to _medi_e me_ury, PCBs and lead
from the fa_lities of concern. DEP's operation and managemem of the Wmer Sy_em will not mmet_ change
as a result of the p_a.

DEP has _stodc_ monhored key Ioc_ions in i_ _db_ion s)s_m for over 40 in_du_ wa_r qu_ity
parame_, including _ad. Through 1998 DEP d_a ind_ated that _ad was absent from both the water supply
and distribm_n sys_mg Beaning in January 1999 tap water sam_es reve_ed Mat, _though some lead was
preset, the Ci_ was _ com_hnce with Sm_ _ad _andards. Recent USEPA _gul_ns _qui_ w_er sup_
to monRor for _ad and copper th_ may have leached inm the wa_r from interior building _um_ng To
minimize this occu_ence the Ci_ began the addRion of co_osion con_ol chem_s to the Wmer Sy_em. This
addition promotes the formation of a pr_ective coating inside _pes and _um_ng the_by reducing the leach_g
ofm_s.

Chebea Pump Station. The Ci_ has submitted an ap_ation for a five-year permit to NYSDEC to
operate the Chdsea Pump Station on an emergency basis at the maximum r_e of !130 mgd. Operat_n of the
Che_ea Pump Station _so requires a S_ Pollutant Disch_ge Elim_ation Sys_ms ("SPDES") permit.
Howeve_ Me CRy may operme the Chdsea Pump St_n in the event of droug_ emergency wi_om the i_uance
of the SPDES permit, prodding the City continues to pu_ue i_ appl_n for such permit and satisfies in_m
cond_ions set by NYSDEC. The City has updated i_ envkonmenml assessmem of MeChdsea Pump St_ion.

Consumer Confidence Repot. The SDWA req_res th_ utilities p_pare and _fibme _ the_ consume_
a brief annu_ w_er qu_ity repoa, re_ed to as _e Consumer Confidence Report 0he "CCR"). The Ci_'s
2000 CCR coveting the c_endar year 2000, Me mo_ recent such report, no_d thin the Catskill-Delaware Sy_em
experienced four _ations of the c_or standard es_ished under the Sanitary Code, and water from the walls
in Queens experienced five violations of such _andard. ARhough the Croton Sys_m did not experience any cdor
viol_ions in 2000, _ has experienced periodic _dafions in previous years. The Croton filter projeo _ intende_
among other thing_ to addre_ the _sue of cdcr violations in Croton Sy_em w_er. W_ Me CCR fuaher noted
that the Ci_'s source water contains _u_ no lea_ mp water may contain lead due to releases of lead from
intern_ household plumbing and fixtures.

Dams. Engineering repoas sponsored by the Corps in _e early 1980s in_c_ed that the dams and
reserv_ in the Croton Syslem are sa_ but in need of some rcha_fitat_n and reccn_ru_n work. An cngoing
recon_ruction program has been esm_ished and funded in the CI_ The m_odty of the _ha_li_tion includes
re:acemem and refurbishment of the ou0et works and mechanic_ equ_ment wiMin the gmehouses,
improvemen_ Io the dam _ru_ures, m_n_nance of grounds and e_argemem of the S_llway capa_ties. Upon
come,ion of Me proposed reconstru_n in 2002, _1 fac_ities in the Croton Sy_em wi_ com:y with the
cu_ent nafion_ dam safe_ g_ddines es_hed in 197_
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De,ware Sysmm. The conditions under which _e Sys_m's Pepa_on, Neve_ink and Cannonsv_e

Reserv_ may be operated are set forth under the _rms of a 1954 decree of the Sup_me Ctmn of the Untied
States _he "1954 Decree"). _ M_ws the Sy_em to dive_ 800 mgd of water from the Delaware River Basin for
use by the Wmer Sy_em. At the same time. _e Sy_em _ _qui_d ro m_ase. _om _e three _serv_ imo the

tfibmaries of the Ddaware RiveL quantities of w_er suffide_ to m_nmin flows of 1,750 cubic _ per second
in _e m_n branch of lhe Dchwa_ River m Monmgue, New Je_ey. In addit_n, the Sy_em must meet the Sta_-
mandmed conservm_n releases and flow _quiremems in various tributaries cont_ned in numerous deeds and
condemnmmn decrees. Enfo_cmcm cf _e 1954 Dec_e is under _e jurisd_fion cf a River Master appoin_d by
the Supreme Court of the Uni_d States. The City and Stme, and the governmems of New Je_ey, Pcnns_va_a
and Delaware am named pan_s to the 1954 Dec_e.

The Delaware River Basin Commi_n ("DRBC") w_s c_a_d in 1961 as a result of the Delawa_ River
Basin Compao among _e _der_ government, the State, and the sm_s of New Je_e_ PennsyNa_a and
Delaware. It has jufis_n over wmer msou_es and is _sponsi_e for deve_pmenL _anmng and coord_m_n
and prmeo_n of _e in_tme areas served by the Drawee River and i_ tributaries. ARhough not a parlicipam
in the Dehwam River Basin Compao, the Ci_ _ncfions as an advisor to the State in DRBC procee_ngs and
assumes a m_or r_e bolh as a party to _e 1954 Decree and as _e owner and op_mor of _e _e largeu
mserv_ su_eo to DRBC jurisdiction.

In 1982, as a result of conditions during the dmug_ of _cord in the mid-1960_ the drought of 1981, and
the ina_li_ of the Sys_m's Pepa_o_ Ncve_ink and Cannonsfil_ Reservoi_ to s_is_ all of _e _q_me_s
of the 1954 Dec_e during those droug_ periods, a set of In_rame Wmer Managemem Recommendmions (_e

"Good Faith Agreement") was submit_d m DRBC. Executed by all of the panics to the 1954 Decre_ the Good
Faith Agreement sets forth a series of _commendmions, induing various levels of diversions and rdeases
nece_ary during normal hydro_cal condfl_ns and during periods of droug_. The Good F_th Agmcmem was
fol_wcd during the 1985 and 1989 droughts.

For mo_ inlbrmm_n regarding l_gm_n _lating _ the Wmer Syaem, see "'LrnrA_o_."

The Sewer Sy_em

The Sewer Sys_m is comprised of the _wage c_n sysmm and the sewage t_mme_ _ties. (See
"New York City D_ainage Areas and Sewage Treatment Plan_" map before the Append_es for the
location of the sewage treatment fadlitit_.)

_em_c cd_n of sewage and bu_ng of sewc_ began in the City as early as 1696. M_ _s
of _e Sewer Sy_em in lower and cen_ M_h_ we_ begun in _e e_y 1830s and com_ed by 1870. _e
oldest sewer now in _e was built in 1851. The olde_ _m_s of the Scw_ Sy_cm. I_med in Manh_mn
and B_k_ am _m_ruoed _ly of brick, clay and _mem. _e tRher B_oug_ have newer sewe_ made
primari_ of fit_ous clay and conc_. H_ric_, was_ c_n and d_l was a mmmr of I_al
j__. Upon cons_m_n of the City in 1898, P_fidems of the five B_oughs we_ g;ven _s_n_
_r sewage c_n _d _M in _eir _spe_ B_o_. A Commi_n_ of Bo_ugh W_ks w_

esm_hed in each Bo_ugh _r _an_n_ con_oing and __g its sewer sysmm. This _c_
_s_i_ _ _ c_o_n exis_d until the mi_lg_s.

ARhough w_er _i1_ cornel d_ not _comc a m_ issue until _cent yea_, it has been a con_m of
loc_ consc_mio_s and public o_ci_s _r over a _nm_. The li_t _wage t_mmem hcili_ in _e City was
opened in 1886, when a small plant was con_m_ed on Coney Island to prme_ _e bm_ng beaches. In 19_, a
Sa_tary Com_ was e_a_hed and cha_ed with de_ng a maser _an _r _wage _e_mem in _e
Cir. Al_ough the Santia_ Comm_on _m_ its _sk in 191_ sewage t_mcm _ant con_m_n d_ not
_ceive serious m_m_n until 192_ when the City c_a_hed a depaament to co_tmO sewage t_mmem

E-43



facilit_s under the jufis_cfion of the Department of Sanitat_n. In me 193ffs this funm_n was _ans_ed Io the

Department of Public Works. In 1931, a plant constru_ion program was begun to constru_ a sys_m of sewage

_emment _an_ and associated fad_fies to con_ol and Neat all sewage produced within the Cir. The riot of

these plantL Coney I_an& opened _ 1935. Three mo_ large plants, Wards lfland, Tallmans I_and and Bowery
Bay, we_ placed in operation befo_ the end of _e 1930'g During the 1940's two ad_fion_ _am_ Jammca
and 26th Ward, were opened. The post-war years witnessed an imenfified constru_ion effoN and, by 1967, 12

m_or tremment plants were in operation =eating aboul 1,000 mgd m an average remov_ effidency of about
65%. At thin time most other urban areas we_ provi_ng only abom 35% remov_ effi_ency.

The Cay Charier of 1963 consd_med the Borough sewer orga_zm_ns into a Ci_-wide depaamem under

the Department of Public Works. In 1968, various mun_ serv_es we_ consolidmed into a fing_ agency
known _s the En_ronmen_l Protection Admi_ration, which included _sponsibility for sanRmion and w_er

and fir qu_i_ resou_es. WRhin _e En_onmem_ Pro_n Admin_atio_ the Department of Wamr

Resources had jufisd_fion over the Bu_aus of W_er Supply and Wmer Pollution Con_ol. These Bu_aus were
responsive for w_er supply and sewage cold, ion _nd t_mmenL In 1977, wmer sup_, sewage cd_oion and
tremmeng and _r qu_ity monitoring responsi_lities were tom, ned into DEP.

Sewage CoHec_on and Treatmem

The Sew_ Sysmm's _an_ _e_ appmximmdy 1,200 mgd of d_-wemh_ _wag_ _nuM_ a_ of the d_-
wemher sewage gentled in the City. The Sewer Sys_m _ divided imo 14 drainage are_ correspondMg m the

14 waste water t_mmem #ants and includes over 6,400 miles of _w_ _pes of varying size which are clarified
_ one of t_ee _pes: sanitary, _orm cr com_ned. San_ary _we_ _commodme hou_hMd and indu_fial wa_
Storm _wc_ carry rainwater and surface water runoff. Combined _ewers carry bo_ _pes ef waste.

App_m_dy 70% of the Ci_'s sewe_ a_ of the combined _pe. In ad_t_n m the sewage pip_, the Sew_
Sy_em includes cinch basins and seepage basins to p_vem flooding and sewer backups.

The Sewer Sy_em is comprised of a numb_ of sewer _fi_ built to varying _andards. Diffe_nt
ma_fi_s and mahods of construction we_ used _ng in _ffe_m li_ cycles. App_ximm_y _000 miles or

tw_thi_s of the City's sewer _pe _ made of v_rcous day. S_ficant mirage of sewer _pe is composed of

oth_ building m_efi_ s induing cement, _ed con_e_, i_n and brick. Some _pe in the c_n sy_em
was i_tal_d beam 1870, and about 16.7% of _1 sewer _pe in the c_c_on sysmm is over 100 years rid.

The _dl_ mi_ed to the t_mem of sewage include sewage t_ment _an_, a com_ned sewer

ove_ow _e_ment plant, wa_ew_ pump _n_ _b_mofie_ _udge dew_ering _fi_ and inne_h_bor
vessds which _anspon sludge between _lities. Sludge is a by-_oduct of _e sewage _tment _oc_

Issues of both w_er sup_y vdume and consequent sewage _e_mem v_ume are _ised from time to time
in connection wi_ the Sysmm. Mea_s to incense the sup_y of w_er av_e to the Sys_m and to _c_e
the sewage tm_mem cap_ci_ of _e various _wage _e_ment plants in _e Sy_em are dth_ being con_mcmd

under the CIP or are under cont_ng _view _r _ibility and co_ effe_iveness. Howeve_ the immedime
approach to bmh the issues of sup_y and _e_ment capad_ is co_e_ation, _ugh voluntary changes in u_r

behav_L through educ_n and the effect of a_u_ use charges based on me_d w_er usage, leak detection
_nd _p_r and inc_ased u_ cf _ewly defigned _w-flow wamr u_ fi_u_s such _ toilets.



Be _ tame _fi_s _w_e trea_ent _a_ _y in _

Wa_r _H_ Con_ _fi_

C_n _

_an_ _ _e _Pa_mg_ Comp_fio_ear_ _ R____t_m

Nc_own Cr_k ................................................. 310 1967 2010

W_s h_nd .................................................... 250 1937 1979
Hun_ Poim ..................................................... 200 1952 1978
Bowe_ Bay .................................................... 150 1939 1978
Owls Head ..................................................... 120 1952 1_5
Coney Island .................................................... 1_ 1935 1994
Jam_ca ........................................................ 1_ 1943 1978

2_h W_I) .................................................... 85 1944 1979
T_lmans Island ................................................. 80 1939 1978
_ R_hmond .................................................. 60 I_3 1979

R_w_ ...................................................... 45 1952 1978
Oakwood Beach ................................................. 40 1956 1979
Noah River ..................................................... 170 1986 1991
R_ H_k ...................................................... _ 1987 1987

T_ai __ Capao_ ................................... 1_70

(I) T_ _ a __ _nfion _ _ Spfi_ C_. w_ _ connec_d _ t_ 2_h W_d _

_e Sewer Sy_em's w_wm_ pump _ons convey wa_ewmer to _e _a_t _. When g_vi_
flow _m_ _o_c_ _ n_ _afi_e _r eng_ring _o_, pump _mio_ lift _e flow so _ it c_
ag_n flow by g_. _ _me l_ pump _m_ ufili_ _ _ng c_d _e m_ns _ _ct _e
flow of wa_ewmer to _e p_n_. _e CIP includes an ong_ng _r_ to _ns_ and _i_ pump
stations.

Sewer _g_a_ and t_e gmes comr_ flow in the Sys_m. Recent in_s of the _gui_or syflem have
_und it _o _ s_c_ adequa_, bm m_y _i_s _ in need of m_ni_l _con_cfion. A d_d
ev_um_n of _e _g_m_ and fide gme _em h_ _cn commend _d _s _ _ _ov_ed in _e CIP _r
m_ha_c_ _r_mem of _e _dfifi_.

D_ _d_s of heavy r_n_l a com_n_n of uo_wm_ and _wage bypasses t_mem _d is _ed
in_ _e Ci_'s w_e_s via com_ned _wer o_ow_ The com_ned _wer o_ow ab_ement _o_am
_ofi_s _r studies, desert and _ns_n of _d_fi_ to add_ this issue.

DEP h_ awned con_ac_ _r _e benefio_ use of 1_% of _s _os_s which __ in Ju_ 1998.
_e cu_nt com_s include: _e_ d_ing _e _o_l_s imo _l_ _l_s _ a _ili_ _cmed in _e

Bronx; d_ land ap_m_n in _xa_ C_o_do and Vi_n_ _m_ in West V_nia _ _l_
and lime _ili_fion in New Je_ey. _e _'s finano_ _an includes $50 _li_n in H_al _ 2_1 _r
contacts wi_ _vme vendo_ to manage Nos_

Governmental Regulation

Under the Clean W_er A_, USEPA ove_ees com_iance wi_ _der_ environmental laws, _gulations and
guidelines concem_g sewag_ Included inth_ _gd_ory framework is _e Nation_ Polimant D_charge

Elimination Sy_em ("NPDES") Permit Program and the issuance of sewage _e_mem _ant operat_g permit.
As authorized by _e Clean W_er Act, admi_t_n of _e permit program has been ddeg_ed to the Sta_.
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Pumuant to He Wmer Qu_i_ A_ of 1987, m a condh_n for mcei_ of _deral _nds the S_ must
e_a_h a _vd_ng _nd m pmfide a _ou_e _r _ans m local em_es for He con_nlcfion of pu_wned

was_w_er _e_mem _fie_ Initi_ _n_ng _r a _v_v_g _nd program _ prodded from _der_
capitalization g_n_ and _ate mincing _nds. The State has defignmed EFC to be _e administrator of such
_nds.

Fu_ Secondary Treatment Requiremenu. In 1972, He Cay began a p_g_m of upg_ding i_ existing

_ants _ oper_e in conformance wi_ He _ll secondary treatmem req_ments of the Clean Wm_ A_. T_aeen
of _e Sy_em's 14 sewage _e_ment _ants have been upgraded. The _mm_ng _am, Newtown C_ek, is in the

process of being upg_ded m meet _de_l _quireme_g

As part of _s mu_c_ com_nce program, _e St_e took action against the Ci_ for those sewage
_emment plan_ _ were una_e m mmin He _ll _conda_ t_mmem _qukemen_ of He Clean Wamr Act by
July 1, 1988. This coua action _suked in _e City signing consent dec_es (_e "Secondary Treatment
Consent Dec_es") for He Owls Head, Coney Island, New_wn C_ek and Oakwoed Beach _ams, _l of

which include com_nce _hedu_s, wh_h, wi_ _e exce_ion of New_wn C_ek, have been met. A State
_e is _sfigned _ monist _e Ci_'s com_nce with _e Newtown C_ek Ham. A mod_c_n _ the
Secondary T_mment Consent Dec_e _q_fing the upg_ding of the Newmwn Creek plant was neg_imed wi_

_e State wi_ a new come,on da_ of 201_ The City is in com_nce wi_ the schedu_. The m_hod, known
_s T_ck I, for upg_d_g the Newtown C_ek _ant speofied in He Secondary T_mmem Consent Dcc_es hzs
an estim_ed co_ of $2.9 _H_m of w_ch app_ximmdy $1.9 billion is included in the CIP. In July 1998, DEP

submitted a propo_d _rn_e me_od, known as Track IIl, _ _e State for ach_fing _ll secondary tremmem
m _e Newtown Creek w_er pollution comrol plato. The propo_d al_rnmive is based on a modified _e_ed

process, and could, if approved, reduce He cost of upg_ng _e New_wn Creek plant by appro_m_e_ $600
million and _duce He time needed to satis_ secondary t_mmem _qm_mems m the _am. In July 1999, the
State rejec_d DEP's subm_s_n becau_, in the o_on of He State. it does nol provide the water qual_y
improveme_s requ_ed by _e ope_tive ju_c_i orde_ DEP and the State have _sumed neg_im_n of this
matter and He Stme has expressed a wi_ngness _ acce_ He _mative me_od wi_ some mod_cm_ns. The

State has ag_ed _at _e success of _ese neg_im_ns is tied to the Stme's hvo_e _so_tion of i_ action
ag_n_ the Ci_ concern_g _trogen _h_ges from ceaain of He City's sewage t_ment _an_. For a
deadpan of such _t_ see "LrrIGA_O_."

NomCi_-Owned P_n_. The Ci_ is also _qui_d, under the May 1997 Determination, to unde_ake a
prog_m of upgra_ng _l 114 non CRy-owned sewage ucmmem plants in the watershed, to ena_e those holit_s
_ comfy wi_ He Ci_'s new w_e_hcd protection regdations. This program, also known _ _e _g_mory
upg_de program, was spe_fic_ prov_ed for in He W_e_hed Memo_ndum of Ag_ement and is cu_enfly
_nded _ a _vel of approxim_dy $275 mill_n. The _gulat_ns governing He prog_m _qui_ He upg_des to

be com_ed by May l, 2002. ARhough the City is prodding _nding for the upgrades, the actual desert and
con_ruo_n work is being unde_aken by He _v_u_ owne_ of each holhy, under contracts wi_ EFC, acting
as prog_m administer for He Cir.

As a _suR of delays _ _curing acce_a_e engineenng propo_ls and plans from hdfi_ owne_, it is

am_ipmed _m not _l upg_des will be commend by the May I, 2002 mi_one d_e. In April 2000, the New
York State Wme_hed lnspecmr General, an offiO_ witch the Office of the St_e Auorney Genera, issued a

_po_ cnu_n"" g"" He Ci_'s prog_ in im_ementing the _gulmory upg_de program. The Ci_ has _sponded
_ He _po_, wh_h it bd_ves is inaccur_e and based on hul_ unde_mn_ngs of He program and its o_ective_
The Ci_ has _so _ken _eps, on i_ own acco_, to accelerate the prog_m wi_om sacrificing proper ove_hL
cost-effectivene_, or adhe_nce to sound engineering p_es. These _eps include, among o_e_, _e
devdopme_ of guidance documen_ to _d hdli_ owne_ and Heir consulmms thin smis_ the upg_de design

_qui_mems and arrangemen_ wi_ EFC in the prcp_m_n of accc_ab_ engineering proposal_ and He
retentio_ through arrangements with EFC, of addit_n_ en_necfing staff _ _view plans and speofications _r
in_v_u_ upgrade project. R is expec_d th_ He _O_fies th_ _ccount for appro_m_dy 90% of He
wa_ewmer di_harged from _ese plains will be upg_ded by the second quarler of 2002.
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SPDES. Over the past several years, NYSDEC has notified the City of _kged v_lm_ns of the SPDES

permi_ for the Ci_'s wa_ewmer tre_mem Oants as a nsu[t of co_e_ive and prevemive m_menance m a _vel
below th_ which NYSDEC believes is required by the permits. These alleged vi_ns have been settled
through a seres of admi_strative consent orders. In add_om DEP h_¢ hind a constrain was hind to g_her
_kvant dam to ena_e DEP to determine _e appropfime iev_ cf co_e_e and prevemive m_n_nance for its
w_s_wmer _emment Oams. This _udy _duded a _view of _e prao_es of o_er utilh_s in connection wi&
co_ective and preventive m_n_nance. Based on _is uud), DEP is im_ememing pil_ _udks m various water
pollmion control Oants _ an a_empt to change its p_ and priorities nlming to _ant m_menance.

The Sy_em _dudes e_ Ci_-owned upstate _wage ue_mem plan_ _ pnvem unwe_ed _wage from

being rdea_d imo the w_e_heds. To enhance w_e_hed _ecfion, DEP commend upgrades _ _ven of _e_
_O_ The C1P includes approxima_ $17 mill_n for _e upgmd_g of _e Ogh_ _dli_. DEE _rough _e
Chy's Law Department, takes ieg_ action pu_uam to the FederM Clean Wm_ Act _ compel ce_n owne_
and ope_tors of no_Ci_ owned sewage treatment plants in the wine,beds to comfy wi_ SPDES permits. In

addition, DEE toge_ with _e Ci_ Law DepanmenL rakes _g_ action to ensure _ new deve_pmen_ _e
appropd_dy des_ned _ be env_onmem_ly pro_cfive, _ accordance with the Clean W_er Ao.

Over _e pa_ sever_ year_ NYSDEC and DEP have _s_ved various fl_ged permit _m_ns _ _e Ci_'s
14 sewage tremmem plan_ by enmfing into '_mn_us" consent ord_ These adminhtrafive orde_ Wp_fl_

d_fil _e alleged violations for a spedfied period of time and s_ fo_h _me&_ actions _lmed to such viCm_ns.
Confi_ent wi_ _is practice, DEP and NYSDEC have _cem_ finalized a new consent order Ohe "Omn_us V
Conse_ Order') to cover _ged fi_afions from 1998 _rough 1999, _duding alleged effluem, opc_ting and
bypass fidations _ a number of _ams. The Omnibus V Consem Order prov_es foL among other things, the
paymem of a $25_000 penile, the fun_ng of a $550,000 environmental benefit program, and the commitmem
by DEP to im_ement schedules for inspection and mfin_nance _ the Hunt's Point plato and _e Ward's Island-
Marble Hill Pump Staten.

Comb_ed Sewer Overflows. The Sy_cm is also requind to develop programs to _duce pollution from
comb_ed sewer overflows and to dimin_e excess _fil_ation and in_w i_o _e Sewer Sys_m from ground
and storm w_e_ In June 1992, DEP entered into a consent order with the State 0he "CSO Consem Orde(')
esmbl_ng various dea_ines through 2006 for the construction of nine combined sewer overflow projects,
which may include florage ranks. F_re to meet mi_s_nes in the consem order could nsult in the imposition

of monetary pen_ties ag_n_ _e City. The CIP includes approxim_ely $1.1 billion for such com_ned sewer
overflow pr_e_s. Cen_n of the CSO Consent Order imefim dentines have nct been met. Failu_ to me_ ce_n

mi_ones in the CSO Consent Order cou_ resuh in the imposition of monetary penalt_ Confi_ent with
USEPA gu_dine_ _e City is exploring _rnative approaches to com_ed sewer o_erflow proteins that focus

on co_ffective means of protecting wmer qu_i_. The Ci_ is in the proce_ of propos_g to NYSDEC _chnic_
changes to the approaches to conwol com_ned sewer overflow w_ch cou_ _ad to the renegotimion of the CSO
Consem Order.

Ward_ _land Plant. On February Z 1989, the City signed an admi_strative consent ordeL mottled on
J_y 27, 1993, which mandmes various wmer conservmion measures to reduce flow to the Wards Island plant.

Con_ac_ totflling $105 million were i_fimed in Fiscfl Year 1995, for the purpose of expanfion of the Wards
Island plant _ complhnce with the consent order. An add_onfl $22.7 million was fllocmed for the design phase

beginn_g in Fiscfl Year 1998 and $95.7 million has been flloca_d for con_ru_ion beaning in Fiscal Year
2002. Addifion_ phases are expe_ed to commence in _scai Yea_ 2004 and 2005. It is am_ipamd th_ the
Wards Island _ant will be n-rated to 275 mgd.

Coney _nd Plan_ Construction to improve the Coney _hnd _ant, which has been operating below but
near its 100 mgd permitted capacRy, to ach_ve a proposed permitted capacity of 1I0 mgd is com_em. It is
anti,pined th_ the plant will be re-ra_d by NYSDEC in 2001.
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Hat'bar and Wa_rway Pro_ct_ According to the most recent Harbor Survey issued by DE_ water

qu_ity in the harbor and su_oun_ng riven continues _ improv_ The Harbor Survey is an ongoing mortaring
effoa of the City's w_erways thin has been in e_s_nce since 1909. The Survey monito_ 17 water quality
paramoers _ the surface and bottom wme_ of 53 sainting _ns in New York Harbor Coliform b_c_ri_

count, wh_h are ind_o_ of sewage pollution, have continued to ded_ Since 1993, compliance wah New
York S_te tot_ and _cal coliform _andards continues to be e_im_ed m the highe_ _vels recorded by this
program. Ano_er key ind_ator of the qu_ity of the City's su_oun_ng wme_ is the measure of di_dved

oxygen ("DO") in the wa_ DO is one of the most unive_d indicmo_ of overall w_er qual_y in aqum_
sy_ems. An assessmem of _e adequacy ef the amount of DO present is performed by comparing aou_
concentrations to New Yo_k State standards. These _andards vary between 3 and 5 mil_grams per liar (mg_
depending on the de_gn_ed be_ use of the w_erway. DO concemr_ions in mo_ areas of the Harbor have been

notably higher in the 1990s than in the late 1980s. Since 1992, DO _vels _ many _s continue to be the highe_

ever recorded by t_s program, wh_h has monitored some stations since 1909. These improvemen_ are primarily
in response to: continued wa_r pdlution control _ant consu_ion and upgrades throughout the harbor: the
abmement of il_g_ discharges; improved surveillance and sewer m_enance; and increased capture of wet

wemher flows. The New York City Depaamem of He_th's "w_ wether adfisory" (no swimm_g within fony-

eight hou_ of a heavy rain) was lifted _ seven of _n City public beaches in June 1993. At the rem_ning three
City beache_ the advisory was reduced from a 48-hour ban on swimming after heavy r_ns to a 12-hour ad_sory,
and wmer qu_i_ _ the City's beaches continues to improv_

As part of a cooperative effon to fu_her improve wa_r quality in the City's w_erways, USEPA, _ong
with the States of New York and New Jersey, recent_ re_ased a Comprehen_e Conservmion Management

P/an for the New York-New Je_ey Harbcr and the wmers of the New Ycrk Big_. This Plan, developed under
the aegis of the _deral Harbor Estuary Program, builds on many of the City's ongoing programs such as .sewage
tremment plant upgrades, controll_g and capturing wet wemher flows and reducing flo_ab_ debris. Under the
Plan, the City will continue to promote improved w_er quality throug_ among other thing_ i_ effo_s to
eliminme com_ned sewer overflow_ encourage w_er conservmiom enhance surv_l_nce of industrifl
discharges, and in_! sewe_ in areas of the C_y where they are not yet av_bl_ All of the capi_l
commitments to be undeaaken by the City pursuant to the Plan are _ready included in the CIP.

The Long Island Sound Study ("LISS"_ is a joint _deral-_a_-Ioc_ (the sta_s being New York and

Conne_icut) program to identify the Long lfland Sound's m_or environmem_ problems and devdop a plan to
manage those pro_em_ USEPA is the lead federal agency involved in LISS. Hypoxi_ or low _vds of dissolved
oxygen, has emerged &s the issue of grea_ concern in Long l_and Sound. Hypoxia is the result of a chem_fl

chin reaction that begins with high levels of nutrients, largdy niwogen. In addition to nmural source_ other
nutrient sources include effluent from sewage tremment _ants, stormwater run-off carrying _wn and agricultural

fc_il_e_ organ_ mmefi_ and _deposi_d ni_e sub_ances. As a result of the fi_t and second phases of the
LISS, the City agreed to limits for ni_ogen discharges from its four Upper East River w_s_w_er treatment
plants. The constru_ion required to meet these _m_s is comple_ and the City is meeting i_ cu_ent nitrogen

dischar£e limit. The CIP includes appro_ma_ly $262 million for a _olog_ nutrient remov_ program to
control ni_ogen _ve_. On March 9, 1998, the St_e and a separate group of pl_ntiffs each filed suit ag_nfl

DEP and the City. Future, more _fingent _trogen discharge iimi_ will likely be imprsed as a result of a Tot_
Maximum Daily Load ("TMDL '°) an_yfis fi_ Long Island Sound. The TMDL was j_ntly prepared by the
Sm_s of New York and Connect_ut and approved by the USEPA in April 2001. The TMDL proposes the
ach_vement of the dissolved oxygen _andard in the Long Island Sound through the increased control of _trogen
from point sources, inclu_ng ce_n of DEP's water p_lution control plants, as well as through the control of
other sources.

For more inlbrmation on litig_ion relining to _he Sewer Sys_m, see "Ltxt_Ax_os."
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ECONOMIC AND DEMOGRAPHIC STATISTICS

This section p_s in_rm_ion _g_ding ce_n of Me m_or econom_ and demog_phic _cto_ in the
Cir. All reformation is pn_n_d on a calend_ year basis unless _herwi_ ind_ed. The d_a set fo_h am the

Ime_ av_e. Sou_ of in_rmation are in_cated in _e _ or imme_m_y fi)l_w_g _e charts and m_es.
Al_ough the Amhofi_ confide_ the sou_ to be rdMM_ the Au_ori_ has made no independent verification
of _e _formation p_n_d herein and does not warrant its accuracy.

New York City Economy

The City has a highly _ve_ified econom_ base, w_h a sub_antiM volume of business a_iviw in the

servic_ whMesMe and r_MI _ade and manufaoufing indu_fies, and is the Mcmion of many m_or secufit_
banking, law, accounting and adverting firms.

The City is a rumor seapoa and focal point for in_mmmnal business. Many of the rumor corporations

headquartered in _e Ci_ are mMfinmionM in scope and have exmn_ve foreign ope_fions. Numerous fon_n-
owned compames in Me Uni_d S_ms are M_o headquarte_d in _e C_y. These firms, which have increased
substantiM_ in number over the pail decade, an found in M! se_o_ of Me Ci_'s econom_ bm an concenwmed

in trade, manufa_ufing, sa_s office_ tourism and finance. The City is Me location of Me headquaac_ of Me

Unimd N_ion_ and seve_l affilimed organiz_ions maM_in their princ_M offices in the Cir. A large _#omm_
communAy exits in the CAy to _aff the 186 missions to the Uni_d NmMns and the 96 foreign consulme_

Econom_ acdvRy in the C_y has experienced periods of growth and recession and can be expccmd to
experience periods of growth and ncessMn in the futun. From 1969 to 1977, the City experienced declines in
employment, but _om 1978 to 1987 the City experienced strong growth in jobs, espeO_ in Me Ci_'s finance,

insurance and reM estate ("FIRE") sector due in large part to lower _flation, lower interest rates and a _rong
securhies mark_. Beginning in 1988, em#oyment growth in the Ci_ sMwe& and in 1990 the Ci_ experienced

job losses, although the U.S. economy expanded during that ix:nod. In 1991 and 1992, em#oymem _vels in the
Ci_ cont_ued to decline. In ncent yea_, Me City has experienced inc_ases in cmploymem. ReM per capi_
pe_onM income (i.e., per calm pe_onM income a_us_d for _e effeos of inflation and the _ffenmial in living

co_s) has generally experienced _wer flu_umions than em_oyment in the City. Al_ough the City experienced
periodic declines in reM per calm pe_onM income b_ween 1969 and 1981, real per calm pe_onM _come in

Me City has generally increased from _e mid-1980s until _e presem. Overall, the City's econom_ improvement
acceMrmed _gnificanfly between 1997 and 2000. Much of the inc_ase can be t_ced to the pcflbrmance of the
securities industry, but the City's economy Mso produced gains in Me _mil trade sectoL Me hotel and tourism

industry, and business serv_es, with privme scour em_oyment growMg ra_dly.

The Oty has been the most populous ci_ in _e Um_d S_es since 1810. The Ci_'s po_lm_n is almo_
as ia_e as _e combined pop,talon of Los Ange_ Ch_ago and Hous_m the thne next mo_ po_ cities
in the n_n.
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The Cia's population reached appro_m_dy 79 milton in 1970 befo_ declining by 1_4% b_ween 1970
and 1980. From 1980 to 1990, the population of the CRy a_adi_ _c_ased befo_ drop_ng _ between
1990 and 1992. Since 1992, the Ci_'s popdation has _creased Mow_ _though the rate of grow_ has

accder_ed in _cent years, reac_ng over 8.0 miH_n in 200& The folbwing tab_ prov_es information
concerning the Ci_'s population.

Population of New York City
Population

Year Total

1970 ............................................................ 7_95_63

1980 ............................................................ 7_71_39
1990 ............................................................ 7,32_155
2000 ............................................................ 8,008,278

N_c: _gu_s do not include an undermined humor of und_ume_ _ien_
Souse: U.S. Depm'tmem of Commcrc_ Bureau of the Censu_

Employment Trends

The C_y is a leading center for the ban_ng and securi_es industry, ii_ insurance, commun_ation_

pu_n_ fash_n deign and _tail fi_ds. From 1993 through 2000, the Ci_ h&_experienced _g_ficant p_v_e
sector job growth with the addition of mo_ than 4_9,000 (an avenge growth _te of approximately 2.2%) new

p_va_ sector jobs. Over the last seven yea_, the City has experienced its longest period of consecutive annual
em_oyment growth since the 1950s. This con_as_ wi_ the approximmdy 9% _ss in the City's employmem
base during 1989-199_ As of June 2001, total emp_yment in the Ci_ was appro_m_e_ 3fl84,100, compared
to appro_mme_ 3339,700 in June 2000.

The rome below shows the _stribufion of em_oymem _om 1991 to 2000.

New York City Employment D_t_bufion

Ave_ Annual Employment (in _ousancls)
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

P_v_e Secto_

Non-Manuh_udng:
Services .................... 1,149 1,097 i,093 1,116 i,148 !,184 1,227 1_75 1,325 1,384 IA56
Wholesale and R_I Trade .... 608 565 546 538 544 555 565 578 590 610 631
Financ_ Insurance and Re_

E_a_ .................... 520 494 473 472 480 473 469 473 483 486 490

Transpon_n and Public
UdEfies .................. 229 218 205 203 201 203 205 206 206 208 211

Construction ................. 115 100 87 86 89 90 91 94 102 114 122

Total Non-Manufacturing.. 2_21 2_74 2_04 2_15 2,463 2_05 2_57 2_25 2_07 2,802 2,910
Manufacturing:

Dura_e ..................... 88 77 72 71 69 68 66 64 64 63 61
Non-Dura_e ................ 250 231 220 218 211 206 201 201 195 188 182

Total Manufa_ufing ...... 338 308 293 289 280 274 266 265 259 251 242

Tot_ Pfiv_e Se_or ............... 2_59 2,782 2,697 2fl04 2fl44 2,779 2,823 2,890 2_67 3,053 3,153
Government ..................... 608 593 585 588 578 560 546 552 561 567 568

Total ........................... 3,566 3,375 3,282 3,291 3,322 3,339 3,369 3,442 3,528 3_21 3_21

Souse: _ De_nmcm _ Labo_ Bureau _ Labor Stati_ic_

N_e: To_ls may n_ add due m roundly.
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Sectoral Di_dbufion of Employment and Earnings

In 2000, the Citfs serv_cs employment se_or h_ an _Vfim¢ annum peak, providing more than 1.4 milton

jobs and accounting for 39% of total em_oyment. Figures on the secloral di_ribufion of em_oyment in the City

reflect a _gnificant shift to non-manufacturing employmem, particularly to the areas of serv_es and FIRE, and a
shrinking manufacturing base in the City relative to the nation.

The _ructur_ shift from manufa_uring to the services and FIRE se_om affects the level of earnings per

em_oyee because em_oyee compensation in finance and relined business and pro_sfion_ serv_es is
confiderably higher than in manuh_urin_ Moreove_ per em_oyee earnings in the FIRE sector are figmficant_

higher in the City than _ the nmiom From 1979 to 1999 the em_oyment share for FIRE rem_ned appro_mmely
13% in the City while the FIRE sector earnings share for the same period rose _om approximme_ 17% to

approxim_y 32% in the City. This shift in em_oyment and earnings distribution toward the FIRE sector was
more pronounced in the City than in the n_ion overall, as indicted in the tab_ below. Due Io this s_fi in

earnings _fibution, sudden or large shocks in the financial markets may have a dispropo_ion_dy adverse
effect on the City rel_ive to the nmion.

A comparison of the Ci_'s and the nm_n's em_oymem and earn_gs by indu_ry is set fo_h in the
following m_e.

Sectoral Di_fibufion of Employment and Earninggl)

Em_oyment Earnlngs(_
1979 1999 1979 1999

Sec_r NYC U_. NYC U.S. NYC U.S. NYC U_.

Private Sectom

Non-Manu_uring:
Services .............................. 26.2% 19.1% 38.2% 30.3% 25.2% 17.9% 32.8% 29.1%
WhMes_e and Ret_! Trade .............. 18.9 22.5 16.8 23.1 15.3 16.8 9.6 15.3
Financ_ Insurance and Re_ E_e ........ 13.1 5.5 13A 5.9 16.6 5.8 31.6 _2
Transpon_ion and Pu_ic Utilities ........ 7.9 5.7 5.7 5.3 10.3 7.5 5A 6.8

Contract Con_ruction ................... 2.2 5.0 3.2 5.0 2.5 6.7 2.6 5.9
Mining ............................... 0.0 1. l 0_ 0A 0.7 1.8 0.4 _9

Total Non-Manufaoufing ........... 68.3 58.8 77A 69.9 70.7 56.5 82.3 67. i
Manufacturing:

Dura_e ............................... 4.7 14.2 1.7 8.6 3.9 16.2 1.3 1_2
Non-Dura_e .......................... i I. 1 9.3 5.2 5.8 9.9 9.0 5.3 6. I

Total Manufacturing ................ 15.8 23.4 6.9 14A 13.8 25.2 6.6 16.2

Total Pdvate Sector ....................... 84. I 82.2 84.3 84.3 84_ 82.1 88.9 84.0

Government(3) ............................ 15.9 17.8 15.7 15.7 15.6 17.9 11.1 1_0

Sou_e_ The two pflma_ _u_es of em_oymem and eamin_ _rm_ion _e U.S. Departmem of Labor. Bu_au of Labor Stati_ and

U.S. Depaament of Comme_ Bureau of Economic An_y_
N_e: T_als may n_ add due to _un_ng.

(I) The _o_1 _s_b_ _e o_mned by _v_mg each _du_'s ¢m_oymem or earnings by t_ non_g_c_m_l em_oymem or
earning.

(2) Includes _e _m of wage and _lary _sbu_cmenl_ _hcr _bor _com_ and proph_o_" incom_ The _ m_rm_n av_M¢ _r
• e _ty is 1999 d_a.

(3) Exdude_ military csta_ishmcn_
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Person_ Income

Per calm pe_on_ income for Ci_ refiden_, una_u_ed for the effects of _flation and the differenti_ in
living cos_, has _ea_ _cmased from 1989 to 1999 _he mo_ recem year for w_ch Ci_ pe_on_ income data
are av_labl_ and is h_her than the average for Se U_d States. From 1989 to 1999, per_a_ pemon_ _come

in the Ci_ averaged 5.3% growth compared to 4.6% for the nation. The following m_e sets fo_h _cent
_form_n regarding pemon_ _come in the Cir.

Person_ Income in New York CRy(l)

To_l NYC PerC.a_ Per Ca_ PerCalm
Person_ PersonM Person_ NYC_
Income Income Income a Pe_en! of

Year _ _o_) NYC U_. U_.

1989 ............................... $168.2 $22,909 $18,571 123A%
1990 ............................... 182.3 24,895 19_88 127. i
1991 ............................... 186.8 25,577 20099 127.3
1992 ............................... 199_ 27,331 21077 129.7
1993 ............................... 2029 27,677 21709 127.5

1994 ............................... 208.6 28A16 22 565 1259
1995 ............................... 221.9 3_192 23 543 128.2
1996 ............................... 236.6 32,147 24 630 130.5
1997 ............................... 245.3 33_28 25 851 128.5
1998 ............................... 261.1 35,266 27 292 129.2
1999 ............................... 278.1 37_35 28 508 131.3

(1) Incu_cntdoll.s. PersonalIncomeis basedon _¢ _a_ _ _nce _d ismeasu_df_m incomew_ch includeswagesands_afics,
o_er _bormcom_ propn_o_' income,_r_nal divi_nd mcom_ _r_nal m_ mcom__m_ incomeof _rsons andtransf_
paymem_

Souses: U_. Departmemof Commerce,Bureauof Econom_A_s and_e Bureauof theCensug

Housing

In 1999, _e houfing stock in the Ci_ COhered of approxim_dy 3,039,000 housing u_ts, exc_ding cea_n
spe_ _pes of uni_ pfimari_ m _imfions such as hos_t_s and universiOeg The 1999 housing inventory
represemed an inc_ase of appro_mme_ 44,000 unhs, or !.5%, since 1996 and an _c_ase of approxim_dy
62,000 uni_, or 2.1% _nce 1993. Rent_ houfing units predomina_ in the City. Of _1 occu_ed houfing unhs in
1999, appro_m_dy 34% we_ convention_ hom_owne_p uni_, cooperaOves or condominiums and
approximme_ 66% were rental uni_. The foHow_g mb_ presen_ trends in _e housing _vemory in the City.

Housing Inventory In New York City

(Houdng Uni_ in Thousands)

Owne_htplOccupancyS_t_ 1981 1984 1987 1991 1993 1996 1999

Toml HoufingUni_ ............. 2,792 2,803 2,840 2_81 2577 2_95 3_39
Owner UnRs ............... 755 807 837 858 825 858 932

Owner-Occu_ed ........ 746 795 817 829 805 834 915
Vacant for Sa_ ......... 9 12 19 20 20 24 17

Rent_ Uni_ ................ i,976 1,940 1,932 2_28 L040 2_27 2,018
Rente_Occu_ed ........ 1,934 1,901 1,884 1_52 1_70 1,946 1,954
Vacam for Rent ......... _2 40 47 77 70 81 64

Vacant Not AvMhMe for SMe

or Rent( I ) ............... 62 56 72 94 l I I 110 89

Souses: u.S. Bur_u of theCensuL1981.1984,1987.1991.1993,1996anddra_ 1999NewYo_ Ci_ Hou_ngandVacancySu_eyL
(1) Vacamum__m _e dilemma, _nd_ _r _msonMu_. held_r _ca_onM u_, hem_r mMn_nancepurpo_sorotherrea_n_

N_ De_ls may n_ _d up to _ls due _ roun_n_
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LITIGATION

There is no action, su_, proceeding or invc_igation, _ _w or in equip, before or by any court, pubfic board
or body pending oL to the ben know_dge of he Amhority, thremened ag_n_ or affecting the Authofi_ to
restrain or e_n the _suanc_ sa_ or delivery of he Refunding Bonds or in any way COhering or affecting the
validity of he Refun_ng Bonds or any procee_ngs of _c Auhofi_, the Board or the Ci_ token with respect to

the issuance or sfle of he Refun_ng Bonds or wih respe_ to the Cro_over Res_ns or the _edge or
apO_ation of any money or secufi_ prov_ed for the paymem of he Refunding Bonds or the e_s_nce or
powe_ of the Authority cr the Board.

Pu_uant _ he Lease and he Agreemem, _e City has agreed, su_eO _ cen_n con_fion_ to indemnify
he Amhofi_ and he Board ag_n_ any and _l _a_lity in connection wih any aO done or om_d in the
exercise of their powe_ which is _ken or omi_ed in good faih in pu_uance of heir purposes under the Act.
The Ci_, howeveq is entitled to reimbu_ement by he Bo_d for he amoum of any judgmem cr settlemem paid
by he Ci_ (and not otherwise reimbu_ed _om any other souse) ailing out of a to_ or contract clam to the

exte_ h_ the Cfly's liabfl_y therefor is relied to the operation, m_menance and improvement of he Syflem
profide& howeveg that he Board is not req_red to reimbu_e the Ci_ in any one year for ton clams in excess
of 5% of the Revenues of the Board tbr such Fiscal Year.

There are numerous claims seeking damages and i_un_e and _her _iief ag_n_ the Ci_ related to he
Sy_em. Exce_ as n_ed b_ow, hese claims represent routine _tigation inoden_l _ he performance of he

Cfly's govemmem_ functions in connexion wih he operation, m_n_nance and improvemem of he Sys_m.
The Ci_ has p_d an average of approxim_dy $23 million per year _om Fisc_ Yea_ 1993 through 2000 in
satis_n of ton clams relating to the operation of he Sy_em. The m_ori_ of hese clams _lege prope_y

damage caused by water main breaks and sewer overflow_ Co_rao claims on water supply, sewer and water
pollution control projects arise in varying amoums based on alleged change orders and rel_ed m_. Numerous
hwsu_s relating to con_ru_n contact claims are cu_cntly pending. Whim mo_ seek under $10 million in
damages, one action seeks damages of approxim_e_ $15 mill_n. While he probab_ omcome of hese ao_ns
cann_ be determined m his tim_ contact chims are expec_d to be funded hrough hc CIE which may be
revved _om time to time io accommodme such clams us well as _her changes herein.

The lbl_wing paragraphs describe certain _g_ procee_ngs and clams inv_ng the Sys_m, oher hart
routine I_gation inc_entai to con_ru_io_ he col_cfion of _tes, _es and charges and cen_n oher lifig_n
arising out of alleged consti_t_n_ vi_m_ns, tons, breaches of contract and mher _ations of law and

condemn_ion proceeding_ The _fimme ou_ome of the proceedings and d_ms described below is n_ cu_ently
pred_ and un_vora_e determinations in ce_ain of them could result in sub_antial judgment.

i. Four a_ions are cu_ently pending ag_n_ the Ci_ seeing damages for pe_on_ i_ufies and prope_y
damage in connection with an exOosion of a Con Edison steam pipe which occu_ed in G_me_y Park on
Augu_ l_ 1989. One of _e actions ag_n_ _c Ci_ was broug_ by and on behalf of sever_ Con Edison
worke_ who su_aincd i_ufies in the exOo_o_ one of hem fatal. On March 25, 1999, he App_l_e Di_o_
Fir_ Department, issued a unanimous decifion in _vor of _e City, g_nting summary judgment and _smissing
he N_ntiffs' com_nL The City believes h_ his decision should suppo_ _smi_ of he other actions insofar
as they assert _milar c_ims of neg_gence on he part of the Cir.

2. On March 9, 1998, the State fiMd suit agMnu the Ciff and DEP in he Supreme Court of the Smm of
New York pursuant to the State EnvironmemM ConservmMn Law ("ECL"). The com#mm alleges that the City

v_lmed _e ECL because it discharged levels of nitrogen and other pMl_an_ from e_ht of its _ants in excess
of the ap#_able SPDES permit limitatMns, he.by causing and comfibuting to pollution in the Ea_ RiveL
JamMca Bay and nearby coaslM wme_ including he Long Island Sound. The com#Mm also MMges _at the
City has v_lmed he ECL _ these eigM plants by violating sam#_ recor_n_ repoaing and operation_
requ_emems in the ap#_aMe SPDES permits. The com#Mm _que_s _at a _chedule of _ctions necessary to
bfng the nitrogen and other &scharges from _e Og_ _ams into com#_nce with the ap#_aMe SPDES permi_
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be imposed on the City and that the City be ordered to pay _utory penalties under _c ECL for each day on
which each _ation alleged in the com_m occuned. In early October 1998, the St_e moved for pani_

summary judgment on i_ com_nL The t_ court gran_d the St_e's motion und fou,nd th_ Me City _ola_d
ffs SPDES permi_ and the ECL. The Ci_ has appealed. Meanw_, the pa_s began _iscovery on the issue of

appropdam penalt_s and relieL

In ad_tio_ on March _ 1998, a _milar laws_t was commenced in Me Uni_d Stmes Di_fi_ Coua tbr the
Easmrn Di_fict of New York by a group of _ntiff_ who had previous_ served the Ci_ with a notice of in_m

to sue in December 1997. The com:_nt alleges thin the City and DEP violated the Clean Wmer Act based on
the same _g_ions s_ fo_h in _e action commenced by the St_c. The plaintiffs a_ seeking i_un_Ne _lief

_mi_r to that reque_ed by the St_e and civil penaff_s of $25:)00 per day for each _d_ion of the C_an Wmer
Act. The St_e of Connecticut has intervened in the _der_ court action. The parties are discus_ng a possible
s_demenL

3. Approxim_dy 30 propeffy damage suits and one pc_on_ i_ury suit are cu_ently pending ag_n_ the
City seeing damages of approximmdy $18 million in conne_n with a wmer main break on Fifth Avenue
between 19th and 20_.Streets on January 2, 1998. Pu_uant to a Preliminary Conference Order d_ed Augu_ 2,
2000 the sui_ have been ordered consolida_d for the purpose of joint discovery and for a joint trial on caus_ion

and the alleged negligence of the Cffy regarding the w_cr main break. The cases are cu_ently in discovery.

The Au_off_ inve_s moneys av_c _ the Debt Service Reserve Fund, Dc_ Se_e Fund, Conam_n
Fund and the Revenue Fund. _ve_men_ a_ made pu_uant to _fi_ contained in the Resolutions and the

A_ho6_'s _ve_me_ GuM_ _ adored and modified from time _ time by the Au_ofi_'s Boa_ of
Di_c_. In co_un_ion wi_ the annu_ audit of the financial _memems of _e Syaem, _e independem au_

a_ req_d _ provMe _ the Au_ori_'s Boa_ of Dimc_ an _ve_mem Com_iance leu_ confirming
com_nce with both _e Au_od_'s Inve_mem Gu_dines and with _ve_mem Gu_d_ of Publ_
Authofit_s of the Smm Com_roller of New Yo_. Twice annual v_uat_n of the D¢_ Se_ice Reserve Fund
and annu_ v_um_n of _1 _her _nds is _ _e lower of amoa_ed cop or mark_ value. For _her inve_mem

_fi_n_ see "APPEN_X C-_GLOSSARY AND SUMMARY _: CERTAIN DOCUMENTS." The AmhofiW's pfimaw

o_ective _ _ve_me_ of its av_e _nds is pre_ation of principal. The Au_o_ is n_ _g_ly auto,zeal
_ en_r in_ _verse _pu_ha_ ag_emen_. T_c A_hod_ does n_ m_ke _e_ged investmen_

FINANCIAL STATEMENTS

The financial _cmems of the New York Ciw Wmer and Sewer Sys_m as of and _r the years ended
June 3_ 1999 and June 30, 2000 (_e "Audited Sy_cm _nan_ _emem_') included in Appendix D to _is

O_al _emem have been aud_ed by KPMG LLP, mdependem certified publ_ accou_an_, a_ the e_ent and
_r the periods ind_amd in _r repoa _ereon.

ENGINEERING FEASIBILITY REPORT AND FORECASTED CASH FLOWS

Ce_n information co_ncd in this Offi_al Statcmem under the ca_ns "CA_TAL IMP_OV_M_rr A_D
F_NA_G PRO¢3_AM---CapitalImprovemem Program," "Ta_ SYSTI_M_Thc W_er Sy_em," "T_E S_STEM_
The Sewer Sy_em" has been _ewed and independcndy cv_u_ed by Me_f & Eddy which prodded an
opinion ktter conlirm_g such inform_n issued in connection with the Fisc_ 2002 A Bonds. M_c_f & Eddy

has con_n_d to the _u_on of such let_r in Appendix A hereto. M_c_f & Eddy also serves as a consuhing
en_neer to DEP on caphal projec_ rel_ing to the Syswm. As a result of _ca_onal, rou6ne l_gation i&fi_cd
by thi_ panics ailing _om such projects, M_calf & Eddy and _e Ci_ have _om time _o time been _er co-
parties or adve_e parties in such lifig_
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Certain financial forecas_ contained in this Offi_al Smwment in the tames fiUed "Sources and Uses of

Capitol Funds" under the caption "'CAP_AL IMPROVEME_,rrA_D F_^NCtNG I_OGRAM" and "Expense_"
"Projected Revenue_ ....Projected Sy_em Expense" and "Forecas_d Cash F_ws" under the caption

"FINANCIALOPERAT|ON_' have been examined by Black & Ve_c_ _) the ex_nt and for the periods _c_ed
in those _ble_ The condufions of Black & Vetch with _spe_ to the reasona_eness of the forecas_ were set
fo_h in an opinion leuer issued in connection with _e Amhofity's Fisc_ 2002 A Bonds. Black & Vetch has

consented to the indufion of such _uer in Appendix B he.to. Black & Vemch has provided consu_ng serv_es
_c_d_g t_asibility _ud_ rate _ud_s and orga_z_tion_ analyses to numerous clients in _e water and
wa_ew_er indu_ry, _duding over 100 medium and large jufisdiction_

CERTAIN LEGAL OPINIONS

At the requc_ of the Authority, Bond Couns_ reviewed issues _lated to the effects on the Board and the

Authofi_ of a case under Title II of the U_d States Bankruptcy Code (the "Bankru_cy Code") in which the
City is a debto_ Spe_ficall_ Bond Couns_ considered whether a couP, exerci_ng reasonable judgment aher
full consideration of _I re,van! factor, would (i) h_d tha! _e Revenues derived from operation of the Sy_em
would be prope_y of the bankru_cy e_a_ of the Ci_, (ii) h_d _ the figh_ of the Board to the Revenues and
the _re_ of the Autho_ty in the Revenues would be su_e_ to a _ay, by operation of Section 922(a) of the
Bankruptcy Code or (iii) order the sub_antive consolation of the asse_ of e_her or both the Board and the

A_hofi_ with those of the City. Based upon i_ rev_w cf the Act, the Lease, the Agreement, the Res_ut_n
and such other ma_e_ of _w and _ct as it considered relevant, and recog_ng th_ there is no definitive judici_
authofi_ confirming the coffe_ness of its an_ysis, Bond Counsel has rendered to the Authofi_ i_ opinion th_
a coup, in the _rcums_nces described above, (i) wou_ not hold th_ the Revenues would be property of the
City or th_ the Board's fight to and the Autbofit_s in_re_ in the Revenues would be su_e_ to a _ay by
operation of Section 922_) of the Bankruptcy Code, and (ii) would not order the sub_anOve consolid_ion of

the assets and _a_lh_s of ekher the Board or the Authofi_ with those of the City.

Bond Couns_ is also of the opinion the, under cuffem law, in a case under the Bankruptcy Code in which
the Ci_ is a deblor (i) should the City clc_ to assume the Lease, the Lease would co_inue pu_uant to its _rms
and (ii) should the City elect to reje_ the Leas_ the Board may _c_ to re_in i_ figh_s under the Lease and
rem_n in posses_on and e_oy the use of the Sy_em and the fight to the Revenues de_ved therefrom for the
unex_red b_ance of the lerm of the Lease.

The Bankru_cy Code pro_des th_ in order for a mu_p_i_ to _e a Cha_er 9 de_cr _ mu_ be spc_fic_

ambo_zed by State law to be a debtor under Chapter 9 of _e Bankruptcy Code. Bond Counsel is of the opinion
th_ under cu_ent law, the Authority and the Board do not qu_ify to be debto_ under the Bankruptcy Code.

Bond Counsel has not rendered an opinion, howeve_ as to any prcfiminary or _mporary s_y, i_un_ion or
order which a bankruptcy cou_ might issue pu_uant to i_ powe_ under 1 | U.S.C. §§ 105 or 362 to p_rve
the _us quo pend_g con_deration of the substantive _g_ issues discussed abo_e. Moreove_ the o_n_ns
expressed above have inhcrem limitat_ns because of the perva_ve equity powe_ of bankruptcy coups _ they
r_me to the business and creator relationsh_s leading up to the bankruptcy as well as gener_ the overriding

goal of reorganiz_ion to which other _gal _gh_ and policies may be subordin_ed, the pote_ial _vanc¢ to
the exe_ise of judicial disc_on of future-arising _c_ and _rcums_nces, and the nature of the bankrup_y
process; and arc based on an an_y_s of exiting laws. reg_ion_ rulings and cou_ de_sions. Such o_ons
may be advers_y affected by actions _ken or evenB occurring, including a change in law, regul_ion or ruling
(or in the aphelion or offi_ in_rprelation of any law, reg_ion or ruling) after the d_e of this Offici_
Statement. Bond Counsel has not unde_aken to determine, or to inform any pe_on, wh_her such ac_ons are
taken or such even_ occur and has no o_ion to upd_e this sec_on in light of such actions or even_.
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June 13, 2001

ML M_k Page
Executive Die.or

New Ycrk CRy MuMc@M Wmer Fin, nce Amhofi_
75 P_k Place, 6_ _oor
New York, New York 10007

Su_e_: New York City Mu_pM W_er _nance Au_ofi_
Wmer and Sewer Sy_em Revenue Bonds,
_scM 2002 Series A

Dew ML Page:

We he.by submit _e o_nMn of M_cMf & Eddy of New York. Inc. ("M_cMf & Eddy") on the En#neefing
Fea_M_ of the Wmer and Sewer Sy_em _g The Ci_ of New York 0he "Ci_"). Ca#talized _rms used
he_in and not _herwi_ defined have _e mea_ngs _cfibed _ such _rms in the O_ciM Statemem.

Based on _e in%rmm_n set fo_h in the O_dM _memem, our experience and our anMyses during the

p_p_mion of the 1983 _asibility _udy, _e m_hod_ogy de_ribed below and su_e_ to _e _i_nces and
a_um_ns made _roughom _is level Me.Mr & Eddy concludes _ overMl _e wmer and sewer sy_em _he

"System") _ing the Ci_ cominues to be opermed in a pro_nM and p_dem manneL FuRheL M_cMf &
Eddy is of _e o#n_n _:

• The condition of _e Sysmm comMues to receive the h_he_ rming of our three rating cmegories

_dequa_).

• The expense MMcations for _scM Year 2002 we adequme for the continued _liab_ operat_n of _e
Sy_em.

• The Ca_tM Impmvemem Prog_m (_e "CIP") is responsive m the Mng-term operating _qu_emen_
of the serv_e a_

• Stuffing levels of _e Sy_em we adequa_ for propcr operatMn and mMmenance.

M_calf & Eddy he.by consen_ to _e inclusion of those o_n_ns and condufions mtribu_d _ it in _e Offi_M
Smmmem.

Purpose and Scope

This let_r has been p_p_ed m document the _sul_ of anMyses carried out during the period of Augu_ !983 to

the proem by pe_onnel of M_cMf & Eddy in conne_Mn wi_ _e issuance of _e Wmer and Sewer Sys_m
Revenue Bonds, _scM 2002 Series A by the New York Ci_ MunicipM Wmer _nance Amhori_ (_e

"Amhofi_"L CeRmn mu_es and anMy_s wen pe_ormed in anti_p_Mn of _e c_n of _e Au_ofi_ and
we_ u_d in devdo_ng _e reformation in the O_ciM Statement under the captions: "'CAP_AL IMPROVEMEtCr
AND _NANONG PROGRAM-_Capital Improvemem Program." "THE SYSTEM_The Wm_ Sys_m" and "The

System_The Sewer Sy_em." The foi_w_g se_ foRh a brief outline of _e m_or tasks addressed:

• An ove_w of _e Sysmm's _ke area and m_or hdlMe_ induing a general a_essmem of _e
capacity and con_tMn of exi_ing wmeL wa_ewmer and drMnage facilities and a _view of _cently
com#e_d improvemems.

• An anMyfis of the CIP _r _e period 2001_011 and the _nding needed to carry out the CIP and

ong_ng ca#tal com_s commenced prior _ the CIP.

• An anMys_ of the managemem of the Sy_em and i_ cu_ent and am_ipmed operating prog_ms.

Since 1983 M_cMf & Eddy has prov_ed enDneering _rv_es Mimed to the Ci_'s Wmer and W_wmer
Operat_ns EvMum_n Study. During _is period Me.Mr & Eddy has pcr_rmed an evMum_n of the condR_n
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of the Sys_m, independently nv_wed the caot_ _ans _r wa_r and wa_cwm_ program_ and jointly wi_ _e
rate conspire nviewed _e operating programs of the New York Ci_ Department of En_ronmental Pr_ecfion

("DEW'L Ten _pics wen addn_ed in _is effo_ as lis_d below.

• Pnsem Con_fion of Phyfic_ Fadlities

• Rem_ng Use_i Li_ of Fao_ies

• Reliabifi_ of U_i_ Sy_ems

• Ope_t_n and M_n_nance Programs

• Cu_ent Ufili_ Use

• Maximum Exiaing Capao_

• Needs for Routine M_menance, Upg_ng and Expan_on ,

• Ev_u_n of the lmpao of Leg_ Mand_

• Ove_w of Presem Ca_l Improvemem Prog_m

• Safety Practices and P_emi_ for Cata_rophe

Method_ogy

l_erv_ws wRh staff membe_ of the A_hor_y and _e CRy were condu_e_ and cu_ent engineering and

financi_ _po_s, Sy_em ope_fing da_ and o_er documen_ we_ _v_wed and m_or h_l_es were inspe_e_
Audi_d finan_M Mmemen_ of the Ci_ and dma supplied by the A_hofi_ wen _so nv_wed to _emify
his_fic_ costs and revenues. The ev_uation of current needs and _tun conditions was made by an_y_ng
_oficfl dmao assessing _e ef_iveness of cu_em City main_nance prog_m_ _v_wing _e plans of key

ou_ide agenc_ and m_ng imo account cu_ent _ends and the antiop_ed impaO of _e CIE

The physical condition of the _O_ties was rated by Moc_f & Eddy. A uniform r_ing sys_m, standard among

engineering firms proving fimilar se_es, was es_N_hed COhering of thne _ting ca_gofies--adequ_
m_n_, and inadequate as descfbed below:

• Adequ_e: Shows no signs of dmefioration, meets design inure, and nq_ns only routine m_n_nance

to meet or exceed expec_d use_l li_.

• Marg_: Faoli_ is _nction_ but does not meet design in_m, and requins no_ro_e m_n_nance
or capital _Oacemem to _ston to adequa_ con_tiom

• lnadequ_e: Faci_ does not provide fun_n_ ope_t_n, and nqui_s m_or._con_n to reston
_ adequa_ condit_n.

The Consuming En_neer

Me_f & Eddy has served _e City as consulting enginee_ _r over 90 years in capacities dealing wi_ water
sup_ water _fib_ sewage c_o_ and wa_ew_er tn_mem. M_calf & Eddy is one of the l_gest
consu_ng en_neefi_g firms and _ recog_zed in the Un_ed St_es and intcrnational|y as a _ad_ _ services to
the water and wa_ew_er indu_ry.

We have no nsponfi_ to updme _is let_r or _e _formation prodded in the OffidM _memem for _e
captioned sections de_fibed above for events and d_umsmnces occurring after _e dine of this let_r

Ve_ tm_ you_,

_MF_ ANDERSON

Pn_dem

Me_alf & Eddy of New YoA, Inc.
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BLACK & VEATCH NEW YORK LLP
317Mad_on AvenueSure 1915,NewYo_, New York 1001__1_ 97_1339

Junc 13, 2_1

M_ Ma_ Pag_ Executive Di_O_
New Yo_ Ciff Mu_op_ Wa_r _nance Amhofi_
75 P_k Pi_e, _h _oor
New Y_k, New Y_k 10007

Re: New York City Mumdp_ W_er _nance Au_ofi_
W_er and Sewer Sy_em Revenue Bond_ _scal 2002 Series A

Dear M_ Page:

The purpose of this letter is to summarize _e condufions of our _dependcm an_ysis of the financial forecast of
the Au_ofity (_e "Foreca_ed Cash F_w_') for fiscal years 2001 _rough 2006 (_e "Reporting Period") in
connection wi_ the issuance of $216,305,000 W_er and Sewer Sys_m Revenue Bonds, _scal 2_)2 Series A

(the "Series A Bonds") by _c New York City Mu_c_ W=er _nancc Au_ori_ (_e "Authority"). Proceeds
tYomthe Se_cs A Bonds aM to be used: (i) to _imbu_e moneys to be drawn under incvocable _t_ of cre_t

to profide for _e paymem of pfinOp_ of and in_u on cen_n of the Amhority's outstan&ng comme_ial paper
notes, (ii) to pay certain costs of issuance and (iii) to fund cen_n reserve funds. In conducting our analysis we

have p_parcd _e tbllowing fables which a_ included in the Oflici_ Stmemc_ under the headings "Capital
Improvement and _nanc_g Program" and "'Financi_ Operat_ns":

• Souses and Uses of Capital Funds
• Furore De_ Service Requkemems

• Pr_ec_d Revenues
• Projecmd Sy_em Expense
• Fo_cas_d Cash Flows

The tb_ca_ includes profi_ons for the financing of improvemems m The City of New York (the "Ci_") W=er
and Sewer Sys_m (the "Sy_em") as _fle_ed in _e Capitol lmp_vemcm Program (the "CIP") for _e

Reporting Period. The Foreca_ed Cash Flows set forth _e ability of the Sy_em to meet _e operating co_s,
wor_ng ca_t_ needs and other financial _q_mems of the Sy_em. induing the de_ serv_e requi_men_
associmed with the Om_an_ng Bonds issued under the Au_ori_'s General Revenue Bond Res_ution (_e

"Restrain") and o_=_ns issued under the Amhority's Second Gene_l Res_mmn (_e "Second
Rcsolution"h and ad_fion_ Bonds and Second Resdufion Bonds whose issuance by the Authority during _e

six yea_ ending June 30, 2006 is am_@me&

Revenues p_dged to secure the Authority's Bonds arc to be derived _om the following sources: (i) all Revcnuem
(ii) _1 moneys or securities in any of the Funds and Accounts, and (iii) all other monks and secufit_s to be
_c_ved, held or set aside by the Authori_ or by any Fiduciary pursuant to the Resolution. The term
"'Revenuer', as defined by the Resolution, include_ bm is n_ limimd to, _i rents, fees, charges and other
income and receipts derived by the New York City Wmer Board (the "Board") _om use_ of the Sy_em, and
certain invc_mem proceeds received by _e Board.
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Moneys p_dged to secure bonds issued under the Second Resolution are to be derived _om: (i) _i availaMe

amounts on deposit in the Subordinated Indebtedness Fund e_abl_hed under the ResMm_m (ii) all moneys or
securities in any of the funds and accounts established under the Second GenerM ResolmM_ except the Arbit_ge
Rebme Fund and the Debt Serv_e Reserve Fund, and (iii) Other Moneys.

The Forecasted Cash Flows summarize the antiopmcd finaaciM operations of the Authority for the Reposing

Period. We have rev_wed, to the extent pra_mabM, the Au_ofity's books, records, financial _po_s, and
statisticM dma, and have conducmd such other _vestigations and anMyses as deemed necessary to assembM and

analyze the foreca_ of _venue_ revenue requirement_ and debt service coverage for the Reposing Pefio& We

have performed various financial tests and anMyses necessary to support our findings and con_usion_ The

Amhority uses a fiscM year ending June 3_ and all re,fences in the OfficiM Stmement to a fiscM year ("FiscM

YeaC') reline to the 12 month period ending June 30 of the year shown.

Proposed improvemen_ and add_ions to the Sysmm under the CIP for the Reposing Period were independently
evMu_ed and confirmed by Mocalf & Eddy of New York, inc. ("M_calf & Eddy"L The Fo_cas_d Cash

Flows rely upon the conclusions of MetcMf & Eddy regarding the Mvel of pMnned capitM improvement
expenditures req_red during the Reposing Period to mMn_ the Sy_em in good wor_ng order.

Based upon our _udies, we offer the followMg opin_ns and conc_sions:

I. It is our opinion thM Revenues (Mduding projec_d _venue increases resulting from ant_ipmed future rate

increases to be implemented by the Board), as set fo_h in the Foreca_cd Cash Flows, are cu_ently and will be

suffioent to meet the fol_wing req_remen_ during the Reposing Period:

a. One hundred and fifteen percent (115%) of the pfinc_M of and in_re_ on Ml Bonds issued under the

Resolution, as _e same shall become due and payabM, for which such Revenues are #edged;

b. One hundred percent (100%) of the pfinc_M of and inmre_ on bonds issued under the Second

ResMution and other subordinam oM_ations payabM from Revenues;

c. One hundred percent 000%) of MI expenses of operation, mMn_nanc_ and repot of the water and
wa_ewmer sysmm; and

d. One hundred percent (100%) of other Required Deposi_ as mqmred by the ResMution.

In additio_ revenues are adequ_e to make MI paymems to the City.

2. In the anMy_s of the foreca_ of furore operations summarized in the OffiOM Stmement, Black & Vetch has

rev_wed ce_ain assumptions with respect to condifion_ events and _rcumsmnces wh_h may occur M the future.
We bel_ve thin these assumptions are reasonable and attMnable, M_ough acmM resui_ may differ from those

forecast as influenced by the conditions, events and circums_nces which a_uM_ occu_

3. In our o_nion, the water and wa_ewmer m_s, fees, and charges of the Board, inclu:ing projecmd increases,

compare favoraMy to the rams and charges of other m_or cities and are reasonable.

We appreome the oppo_unity to be of serv_e to the Authority in th_ impo_ant mm_L

Ve_ t_ly yours,

BLACK & VEATCH NEW YORK LLP
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APPENDIX C

GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS

GLOSSARY

Set forth below we definitions of cenfin mrms contained in the Agreement, _e Lease and _e Resolution
and not _herw_e defined in this Official St_eme_.

Adjusted Aggrega_ Debt Servke: For any _scH Yew and as of any d_e of calculat_n is _e sum of

• e A_usted De_ Service _r HI Series of Bonds Ou_mn_ng during such _H Yew.

Adjusted Debt Serv_e: For any _scal Yew, as of any d_e of ca_fl_n and wi_ _spe_ m any Series
of Bonds, is the De_ Se_e for such _scfl Ye_ _r such Series exce_ that, if any Re_ndab_ Principal
_fllmem of such Series of Bonds is included in De_ Se_e _r such _scfl Ye_, A_u_ed Debt Se_e

shill mean De_ Se_e d_ermined as if each such Re_nda_e PrincipH _Hlmem had been payab_ over a

period ex_n_ng from the due da_ of such Re_nda_e Pfinc_fl _Hlmem _mugh _e _ d_e on wh_h such
Series of Bonds couM have been _amd Io mam_ under the A_ as _ effect on the d_e of issuance of such

Series, in in_Hlmems which world have _q_d equfl annufl paymems of Pfin_pH _fllmems and ime_

over such period. Ime_ deemed paya_e in any _scfl Year after _e acmH due date of any Re,ridable
Principal _a_mem of any Series of Bonds shall be cHcu_d at _e a_uH _ co_ paya_e on _e Bonds
of such Series (using _e acmadH m_hod of cHc_.

Aggregate Debt Service: For any _scal Yew, as of any da_ of cflc_iom _e sum of _e Debt Se_e
_r HI Bonds Outstand_g during such _scH Ye_.

Authofi|y Expenses: All reasonab_ or necessary cu_ent expenses of _e Au_cri_, mc_ng all salaries,
admi_s_ative, general, comm_c_l, engineefin_ adve_fin_ publ_ n_ auditing and legH expenses,
insurance and su_ty bond p_m_m_ _es pHd to banks. _su_nce compares or _her financial in_m_ns for
the issuance of C_dit Facil_es, consulmms' _es and ch_ge_ payment to pension, retiremen_ heal_ and

hospitalization _nds. costs of public hearings, o_inary and cu_em rentals of equ@mem and _her propeay,
_e paymems for _al property or intere_s _n, expense, 1_1_ and compens_n of any Fidu_ary and
fll _her expenses nece_ary, incidental or conven_ _r the effic_m operation of _e A_hori_.

Autho_ed Newspape_ The Bond Buyer or any _her newspaper of gen_H circdation prin_d in _e

Engl_h language and cu_omari_ pubfished at lea_ once a day for _ least five days (_her than legal h_iday_
in each cHend_ week in _e Borough of Manhattan, City and State of New York, defigna_d by _e Au_oriW.

Authorized Representative: In _e c_e of both the Au_ofi_ and _e Boa_, thor _spective Chfirman
cr Execmive Di_cm_ or such o_er pe_on or pe_ons so defign_ed by resdm_n ef _e AmhoriW or _e Bo_d,

as _e ca_ may be, and _ _e ca_ of _e C_y, _e Mayor, un_ss a _ffe_nt Ci_ offiSH is deggn_ed m perform
• e act or sign _e document in question.

Bond or Bond_ For purposes cf _e Agreemem and _e R_ufiom _e bonds, n_cs or mh_ ev_ences
of mde_edness issued by the Au_ori_ under and pu_ua_ m _e Act and _e Res_n, _du_ng Parity Bond

Antic@ation N_es and Parity R_mbu_emem Obligation_ but shall not mean Subo_in_ed Inde_edness or
_her Bond Am_n N_es or R_mbu_emem O_ation_ and for purpo_s of the Lea_, means any bonds,
n_es or mh_ evidences of mde_edne_ for bo_owed money issued by the Amhori_.

Bond Counsd_ O_fion: An o_on signed by an attorney or tirm of attorneys of nationH_ _cog_zed
standing in _e field of law _l_g to _venue bonds of mun_@_ and public agenc_ se_ed by _e
Au_ofi_ _nd satis_ory _ _e Tm_ee.

Bond Payment Date: June 15 and December 15 of each yew; pmvMed, howeveL that if any such day is
not a Business Da_ then the Bond Payment Dine shall be _e next succeeding Bu_ness Day.
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Business Day: Any day which is n_ a S_urday, Sunday cr a day on wh_h the New York Stock
Exchang_ ban_ng _sfimOons chartered by the State or the Uni_d St_es of America or the Nora Trusme are

_g_ authorized to close in the City.

Cash Flow Requiremen_ For each Fiscal Ye_ and as of any d_e of cenific_ the amounK certified

by the Authority to the Trus_e and the Board equ_ _ the _ffe_nce between (A) the sum of (i) the e_immed
Aggreg_e De_ Serv_e for such _scal YeaL (ii) the Pr_ecmd De_ Service for such _scal Year, (iii) the

estimamd Amhofi_ Expenses for such Fisc_ Yea_ and (iv) the other Req_d Deposits estimmed for such
Fisc_ Year and (B) (i) if _e ceaification is made prior to _e commencement of the Fisc_ Year, the amoum

am_ip_ed by the Au_ority as of such d_e of cenification to be held by the Tru_ee, as of thc fi_t day of such
Fiscal YeaL in _e Revenue Fund and (ii) if the cenificm_n is made after the commencemem of such _sc_

Year, the amount which had been ant_ed pu_uant to (B) (i) above.

Consulting Engineer: M_c_f & Eddy of New York, Inc. or such other independcm en_neer or
engineering firm of _cog_zed _anding sc_cd by the A_hofity and smisfactory to the Board,

Corporation: The New York St_e Environmental Fadlh_s Corporm_n and any succe_or emhy wh_h

may succeed to its rights and dut_s _specting the State RevVing Fund.

Cost or Cos_ of a Water Project: The co_ of construction, as such term is defined in the A_, _du_n_
wi_om limiting the gene_li_ of the forgoing, the erection, _ration, improvemem, increas_ e_argement or
reha_litat_n of the Sysmm er a Wamr Pr_ect, the _specfion and supervision thereo_ the en_neefing,
a_m_uml, legal, fiscal, econom_ and enfironmemM inve_ations and studies, designs, surveys, plans,
speofications, procedu_s and other ao_ns in_dent_ the_; the cost of the acq_tion of all Prope_y; the co_

of demolishing, _mofing or relocating any buildings or mructures on lands so acqui_d 0ncluding the co_ of
acquiring any lands to which such bui_gs or mruoures may be moved or _locmed); the cost of all sys_ms,

_olitie_ mac_nery, appu_enance_ eq_pmem, financing charges and in_ prior to, during and after
con_rucfion Of not p_d or profided for from revenues or _her souses); the co_ of engineering and architectural
surveys, _ans and speofication_ lhe corn of consumes' and legal services; the cost of lease guaranme or bond
insurance; other expenses necessary, _asona_y _lmed or modental to the con_ruo_n of such Wa_r Pr_ect
and the financing of the con_ru_ion _e_oL inclu&ng the cost of C_d_ Facil_es, the amounts a_hofized in
the Resolution to be p_d into any reserve or other special _nd _om the proceeds of Bonds and the financing or
the placing of any Wmer Project in operation, inclu&ng _imburscmem to any governmental entity or any other
pe_on for expendim_s th_ would be Coms of such Wmer Project and all clams arising from any of the
fo_g_ng.

Coun_rpa_y sh_l mean an entity whose senior _ng _rm de_ oN_ion_ or whose o_mions under an
lnmrem Rme Exchange Agreement are guaranmed by a financial institm_n whose sen_r long term debt
obl_ation_ have a rating (at the time the su_e_ line.st Ra_ Exchange Agreemem is en_red into) of Aa or

beuer by Moody's Investo_ Serv_e and AA or better by Standard & Poo_s Rmings Group.

Cred_ Fadl_y: A I_r of credit, reviving c_dit agrecmem, standby pu_h_se agreemem, surety bond,
insurance polly or _milar o_igation, a_angcmem or m_rumem issued by a bank, insurance company or other
finan_ _stimfion which prov_es lbr payment of all or a portion of the Prinop_ In_lmen_ or in_re_ due
on any Series of Bonds or prov_es funds for the pu_hase of such Bonds or potions theft[

Debt Servk_ For any Fiscal Year or part thereo_ as of any dam of c$cdm_n and with _spe_ to any
Series, means an amoum equ_ to the sum of (a) imere_ payable dunng such Fisc_ Year or pan thereof on

Bonds of such Serie_ except to the extent that such interest is _ be paid _om amoums _presem_g Ca_talized
Interest and (b) the Prinop_ In_Mlmems of the Bonds of such Series paya_e during such Fisc_ Year or part
thereo_ Such in_m and Prin_p_ In_lmems for such Series shall be cakulated on the assum_n thin (x) no
Bonds of such Series Outmanding at the d_e of ca_ul_ion will cease to be Outstanding exce_ by reason of the
paymcm the_of upon _med mmufity or upon mandam_ redem_n by ap_m_n of Sin_ng Fund _lmems
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and (y) Vafia_e R_e Bonds w_l be_ _re_ m lhe gremer cf (A) He m_ or m_s which were assumed by the
AuHority in the AuHori_ Budg_ for _uch Final Year m be borne by Vafia_e Rme Bonds during such _cal
Year or (B) He a_ufl ra_ er ra_s borne during such Fiscal Year on Variab_ Rme Bonds Om_an_ng during

_¢ 12 c_endar momhs preceding the dine of cflculation.

Debt Ser_ee Reserve Requirement shill mean. as of any d_e of cflculat_ and lot any Fiscal Year. the

amoum equ_ to the maximum A_u_ed Aggregme Debt Se_e in the cugem or any futu_ _scal Year on _1
Bonds Out_an_ng; provided, howeveh the. if (i) He paymem of the Prmopfl ln_lmems of or in_fl on any
Series of Bonds or portion He.of is secured by a Speci_ Credit Facilhy, (ii) the payment of _e Tender O_ion

Price of any Option Bond of a Series is secu_d by a Spedfl C_dh Faolity or (iii) the Amhori_ has de.trained
in a Sup_emenml Res_ufion auHofifing the issuance of a Series of Bonds H_ such Series of Bonds will not be

secured by He Common Accoum in He De_ Service Rese_e Fund, the Sup_emem_ Resolution auHofifing
such Seres may specify the Debt Serv_e Rescue Requirement, if any, for He Bonds of such Series.

DEC: The New York St_e Depanmem of Enfironmenml Conservmion and any successor emi_ wh_h
may succeed to its figh_ and duties _speoing _e State RevVing Fund.

Defeasanee Obligat_ns shill mean (A) any nonmfl_e bonds or _her o_m_ns wh_h as to principfl

and ime_ cons_tu_ direct obl_ations oL or a_ guamn_ed by _e Uni_d St_es of Amefic_ including
obi_ations of any agency the_of or corporation which has been or may hereafter be c_med pursuant to an Act
of Cong_ as an agency or _rumemfli_ of the Uni_d States of America to the ex_nt uncondh_nflly
guaranteed by the Uni_d Sta_s of America or (B) any _her nonw_Ne _cei_, cenificme or _her evidence of
an owne_p in_re_ in obl_ations cr in specified portions _e_of (wh_h may confi_ of specified pon_ns cf
• e in_ _e_on) of He chzr_c_r described in subclause (A); profided, howeve_ _at. when used in

conne_n whh any Bond authorized to be i_ued by a Sup_emental Restrain adop_d on or after June 1,
2001, such _rm _so means: (C) a non_h_e obl_ation of the Unimd Sm_s of America wh_h has been

stripped by He Uni_d Sm_s Depanmem of _e Treasury i_elf or by any Federal Reserve Bank (not _du_ng
"CATS," "TIGRS" and "TRS" unless the Amhori_ o_ains R_ing Confirmation with respeo to He Bonds to
be debased); (D) the intere_ componem of REFCORP bonds for which separ_e paymem of principal and
intere_ is made by _que_ of He Federfl Reserve Bank of New York in book-emry form; (E) an o_ig_n of

any _ate or _rritory of the Uni_d States of Americ_ any politicfl subdNision of any hate or _rritory of the
Uni_d St_es of Amefic_ or any agency, amhority, public benefit corporation or instrumentality of such _a_,
_rritory or polh_fl subdivis_n (i) the in_ on which is exduda_e from gross income under Section 103 of
the Code, (ii) HaL at the time an _vestme_ the_in is made or such obligation is deposited in any fund or

account esm_ished pursuant to the Resolution, is r_ed in the highe_ rating c_egory of the Rming Agenc_s,
(iii) th_ is not su_e_ to redemption prior to m_uri_ _h_ than _ the optmn of the h_dcr the_f or either (l)
has irrevoca_y been c_led for _demption or (2) as Io which igevocab_ infractions have been given to efll
such obligation on a timed future d_e and (iv) the time_ paymem of the principal or _demption price Hereof

and in_re_ the_on is fully .secured by a fund confisting only of cash or oNe.ions described in clauses (A),
(B). (C), (D). (E) and (F), which fund may be applied only to He payme_ of princ_fl, i_ere_ and _dem_n

premium, if any, on the obligation secured He.by; and (F) a nowc_laNe nol_ bond, debenture, mortgage or
_her evidence of indebtedness the, _ the time acquit& is (i) issued or guamn_ed by the _ederfl Nmionfl
Mortgage A_ociation, He Fede_l Home Loan Mortgage Corporation, the Student Loan Marketed Association,
the Federfl Farm C_dit Sy_em or any other _rumem_i_ of the Um_d Stmes of America and (ii) rmed in the
highest rating cmegory of He Rming Agende_ provided. _nher, th_ the term "De_asance ON_ns" shall
not mean any in_ in a unit investmem trust or a mutufl fund.

FinandN Guaranties shall mean one or mo_ of He fol_wing: (i) i_evocab_, uncon&t_nfl and unex_d

_uers of c_dit issued by banking _stitut_ns the senior [ong-_rm den o_mns of which (or the hO_ng
company of any such banking _h_n) have (m the time of issue of such let_r of creW0 a rating of An2 or
bet_r by Moody's Investors Service and AA or bet_r by Standard & Poo(s Ratings Grou_ or (ii) an i_evocable

and uncon_t_nfl policy or policies of insurance in full _e and effe_ issued by municipfl bond insure_ the
o_mions insu_d by which a_ eligible for a r_ing of Aa or bet_r by Moody's Invesm_ Serv_e and AA or
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b_t_r by Stander & Pools Ratings Group; in each case ffoviding for the pa_mem of _ums for the paymem of

Pfinc_ _stallmen_ of an m_ on Bonds in the mann_ prov_ed in the Res_ution; and pro_$ng _her
_ any _nan_ Guaranty cf _e _pe de_ribed in O) above mu_ be d_wn upon, en a d_e which _ m _t

• iny (30) days prior to _e ex_mdon da_ of such _nan_ Gu_anty, in an amoum equal to _e deficiency
which wou_ exi_ if _e _nan_ Gu_an_ ex_ unle_ a substitute _nan_ Guaramy is acq_d prior _
such ex_ration da_ as provided in a related Supplemental Res_ution.

Fisc_ Year: The tw_v_momh pedod commen_ng on July I of each ye_; provided, however, _ the

Au_ority, _e Board and _e C_y may ague on a diffe_m twelv_momh period as _e _al Year and _ such
event _e d_es set fo_h in _e Ag_emem, _e Lease and _e Res_n sh_l be a_us_d accordin_y.

Government Obliga_en: A _ o_ation _f _e Uni_d States of Americ& an o_n _e princ_
oL and imerest on w_ch are guaranteed as m full and tim_y paymem by _e U_ted States of Americ_ an

o_m_n (mher _an an obligation su_e_ m variation in principal _paymen0 m wh_h _e _11 fai_ and c_dit
of the U_ted S_tes of America _e _edged. an o_igation of a _der_ agency gu_anteed as to fu_ and fim_y

payme_ by _e Uni_d St_es of America and approved by _e Au_ori_. and a cenificme or o_ _rumem
which evidences the owne_p oL or _e right to _cdve _1 or a poaion of the paymem oL the pfinc_M of or
_ on, di_ct o_m_ns cf _e U_d States of America.

Interest Rate Exchange Agreement sh_l mean any fi_and_ arrangeme_ (i) _m is emend into by _e
Au_ori_ with an enfi_ _m is a Coun_rpaay at the time _e arrangement _ ended imo; (ii) which prov_es

th_ _e A_hority sh_l pay _ such entiW an amount based on _e princ_M amount of a Series of Bond_ and
that such enti_ sh_! pay to the Au_ofi_ an amoum based on _e principal amount of such Series of Bond_ in
each c_e compu_d in accordance wi_ a formula sm bnh _ such agreement, or _ one shgl pay to the o_er
any net amount due under such arrangemem; (iii) wh_h h_ been defigna_d in wrifiag to &e Tm_ee by an
Au_orized Representative of _e Au_ofi_ as an ln_ Ra_ Exchange Ag_emem with _spe_ to a Series of

Bonds and (iv) wh_h. in _e o_n_n of Bond Coun_l, will not adve_dy affe_ _e exclufion of ime_ on
Bonds from gross _come for _e purposes of _der_ income taxation.

Investment Securities shill mean and _c_de any of _e foi_wing secunt_ if and m _e ex_nt the same

are m _e time _g_ invegmems by _e Au_ori_ of _e hnds _ be inve_ed _e_in and con_rm m _e pol_s
set fo_h in any _ve_me_ guidelines adored by the Au_oriW and in effe_ m the time of _e making of such
_vestment:

(i) di_ct o_ations oL cr o_ations gu_ameed as _ prindp_ and ime_ by, _e State or direct
o_ations of any agency or pu_ au_od_ _e_oL p_v_ed such obl_mionsare r_ed, at the time of
pu_has_ in one of _e two h_he_ rating c_egodes by each Rming Agency _en m_m_ng a rating on
O_anding Bonds;

(ii) (A) any _ords or o_ o_ns w_ch as _ prin_p_ and _ constitute direct obl_ations
oL or are guaranteed by the Uni_d Sm_s of Americ_ _clu_ng o_Dns of any agency _e_of or
corporation wh_h has been or may herea_er be _ea_d pu_uam to an AO of Cong_ss as an agency or

instrumem_ity of _e United Stmes of Amedca to _e ex_nt uncon_tion_ gu_ameed by _e United
States of America or (B) any other _ceipt, certificate or _her ev_ence of an owners_p m_ in
o_ns or in specified portions thereof (which may consist of specified portions of the i_e_ _e_on)
of _e ch_ac_r described in subc_use (A) of _ clause (ii);

(iii) obligations of any agency, subdi_dom department, division or in_mmem_ky of _e Uni_d
States of America; or o_m_ns _lly gua_meed as to in_ and princip_ by any agency, subdivido_
departmenL div_ion _r instmmenmli_ of _e Uni_d Stmes of Americ_

(iv) bankers acce_ances or cenificmes of depos_ _sued by a commerd_ bank (A) whose _ng-term
de_ o_m_ns are _d by each R_ing Agency _en m_ntai_ng a rating on _e Omsmn_ng Bonds m
least equ_ to _e rating on Outman_ng Bonds th_ _e not insu_d or o_erwise _cu_d by a Credit Facili_
or a Speci_ C_dit Faci_, (B) _ has i_ prindp_ _ace of business wi_in _e State and (C) _m has
ca_l and surplus of mo_ than $100D00,000:
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(v) corporate securities, _duding comme_ial paper and fixed _come obligation_ wh_h are, u the
time of purchas_ ra_d by each Rating Agency _en m_m_ng a rating on Out_andmg Bonds in i_
h_hea rarng cuegory for comp_able types of obligations

(vi) repurchase agreements collateralized by securities described in clauses (ii) or (iii) above with any
_ered broke_dea_r or with any domestic commemiM bank whose _ng-_rm de_ o_igu_ns are r_ed
"_ve_ment grade" by each Ruing Agency _en m_nmi_ng a rating on Omsmnding Bonds, provMed th_
(1) a specific wfiuen _pu_hase agreemem governs _e _ansa_n, (2) _e securities are hel& free and c_ar
of any lien, by the Tru_ee or an _dependent third party acting solely as agent for _e Trus_e, and such

third party is (a) a FederM Reserve Bank, or (b) a bank wh_h is a member of the Federal Deposit Insurance
Corporation and wh_h has com_ned ca_tal, surplus and undivided profits of not less _an $25 m_lio_
and _e Trus_e shMI have _c_ved wfiaen confirmation from such third party _u it hdds such securities,

flee and dear of any fien, as agem for the Tru_ee, (3) _e _pumhase ag_emem has a term of _i_y days or
less, or _e Truswe will vMue the c_luerM securities no less frequently than mon_ly and will i_u_ue the

coll_eral securities if any deficiency in the _quimd cdluerM pe_enmge is not _ored wR_n five business

days of such vMum_n. (4) _e fair market value of the c_luerM secufit_s in _lation to _e amoum of _e
_pu_hase o_ation, including princ_M and imemst, is equM Io _ lea_ 102% and (5) _e _pu_hase
ag_emem me_s the guMdines then ap&_ab_ _ such _ve_mems of each R_ing Agency _en m_m_ng
a rating on Omsmn_ng Bonds;

(vii) _ve_ment ag_emems or gu_an_ed inve_mem cont_os wi_ any financial _stitut_n whose
senior long term debt o_u_n_ or whose o_ations under such an investmem ag_eme_ or guaran_ed
_ve_mem contact, are guarameed by a financial restitution whose senior long term de_ obligations, have

a rating (u the time such agmemem or conwact is en_red inm) in one of _e two highe_ rating cuegofies
for compara_e wpes of obligu_ns by each Ruing Agency _en m_ng a rating on _e Bonds;

(vhi) money mark_ funds rated in the _ghe_ rming ca_gory, for comparable _pes of o_m_ns by
each Rating Agency then m_mM_ng a rating on _e Bonds; and

(ix) munic_M o_u_n_ _e paymem of principal and _demF_n price, if any, and i_te_st on w_ch
is i_evoca_y secured by obligations of _e _pe re_ed to in clauses (i), (ii) or (iii) above and w_ch
obligations have been depofi_d in an escrow a_angemem which is i_evoca_y _edged to _e paymem of
such municipM o_u_ns and which mun_M o_gations are rued in _e highe_ rating cuegory for
compara_e types of o_ig_ns by each Ruing Agency then mmnmin_g a rating on _e Bonds.

Leased Property: The mM and pe_onM prope_y and o_er fights _e_in _ased by _e Ci_ to _e Board
pu_uant to Artic_ II of the Lease.

Local Wa_r Fund: The spedM trust _nd by _at name esm_isbed by the Act in the custody of the Board

imo w_ch M1Revenues are _q_md Io be depofi_d prom_ upon _cei_ _e_cf by _e Bo_d.

Minimum Month_ Ba_nce: For each Series of Bonds Om_an_n_ the mommy amoum cMculued in
accordance with Section 4.3_) of the Ag_ement. See "Summary of Cenmn Documents--Summary of the
Agmemem--Minimum MomMy BMancC' in _is Appendix C.

O&M Reserve Fund Requirement: For each FimM Year, the amoum equal to on_xth (_) of _e
Operating Expenses as mt forth in the Annum Budget.

Operating Expenses: All _asona_e or necessary cu_ent expenses cf m_m_mn_ repmfing, operat_g
and mana_ng the Sy_em n_ of governmental operating _d, inc_n_ all salaries; adminis:rative, general
comme_iM, arcMtecturM, en_neerin_ advenifing public nm_e, auditing, _11_ cd_n, en_eme_ and
_gM expenses; insurance and surety bond pmm_ms; consd_ms' _es; p_ymems m pension, retirement, heM_

and hos_talization funds; taxes; paymems in lieu of mxe_ costs of public hearing_ or_nary and cu_em _n_ls
of equ_mem or mher propeny; hydram _ntMs; _ase paymen_ for _M propeny or in_m_s _e_in _xdu_ng
cenMn amoums p_d by the Board to _e Ci_ pu_uant to the Leas_; depo_ry expenses; masonab_ reserves
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|br m_n_nance and repair and all other expensesneccssa_, in,dental or conven_nt for the efficiem operation
of thc Sys_m; bm only to the ex_nt propertyattfibu_e to the Board or the Sy_em and payableby the Board
m the City pu_uant to the Lease and, except for ce_n adm_istralive expensesof the Board, payable by the
Board to the Ci_ pu_uam to the Lease,

Option Bonds: Bondswhich by _eir _nns may be _nde_d by and _ the o_ion of the owner thereof
lbr paymem by the Authority prior to thc st_ed m_ufity thereo_ or the m_ura_s of which may be extendedby
and at the option of the owner thereoL

Ou_tanding: As of any d_e, _1 Bonds therefo_ or thereuponbeing authcn_c_ed and d_ive_d under
the Resolution except:

(_ any Bonds cancfled by the Xru_ce _ or prior to such d_e;

(b) any Bond (or potion the_o_ for the paymem or _dempt_n of which thc_ shall be s_ aside and
held in trust under the Res_ut_n eithe_ i

(i) moneys in an amount suffioem to pay when due the Principfl ln_lments or Redemption
Price thereo_ tog_hcr with _l accrued inm_,

(ii) De_asance O_m_ns in such principal amounts, of such m_urit_ bearing such inmre_
and otherwise having such _rms and qu_ificm_n_ as are necessary to provide moneys (whmher as

princ_fl or ime_s0 in an amount suffiOem to pay when due the Pfindpfl ln_fllmen_ cr Redemption
Price thereo_ tog_her with _1 accrued intere_, cr

(iii) any com_nation of (i) and (ii) above.

and. if such Bond or pomion thereof is to be redeemed, for which notice of redemption has been given

_ prodded in An_le VI of the Resolution or provision safisfa_ory to the Trus_e has been made for the
giving of such notice; :

_) any Bond in lieu of or in substitut_n for wh_h o_er Bonds have been authent_med and dd_ered;
and

(d) any Bond deemed to have been pfid as profided in Section 1201(b) of the Resolution.

Padty Bond Antidpation Notes: Bond Anticipmion No_s the _re_ on which is payable from and
secured by a _edge pC and a l_n on. a parity with fll other Bonds.

Permitted Encumbrances: When used with _nce to the Sys_m. 0) any and all l_ns. encumbrances.
security in,reds or other de_os in or clouds on tit_ existing on the Effective Dine. (ii) the Lease. (iii)

easements, fights of way and exceptions which do n_ mmcd_ly impair _e operation or m_menance of the
Leased Prope_y or the Revenues the_from. (iv) methanes', mmeri_men'_ warehousemen's and other similar
liens, as permitted by law and liens for taxes at the time not delinquent or being con_s_d and (v) ag_emen_

for the sale and _seback of e_ments of the Sys_m.

Pfindpal In_allment: As of any dine of c_c_m_n and wi_ respect to any Sefie_ so long as any Bonds

the_of are Outstan_ng. (i) the pfinc_ amount of Bonds 0nc_ding (x) any amount defign_ed in. or
determined pu_uant to. the ap_a_c Supp_mental Resolufio_ as the "pfinop_ amount" with respe_ Io any
Bonds which do not pay full cogent in_ for _1 or any pan of their _rm) (y) the Tender Option Price of any
O_ion Bonds wh_h may be _ndcred for purcha_ cr payment prior _o the stated mmufi_ thereof in accordance

with the _rms of the Sup_ement_ Res_ution authofifing such O_ion Bond_ unless sfich amount is secured by
a Credit Facili_ which is not in defauR and (Q the pfincip_ amoum of any Parity Rombu_ement O_igations
of such Series due (or so _nde_d tbr payment) on a certain fulu_ d_e for which no Sinking Fund In_fllmen_

have been e_a_ishe& or (ii) the unsatisfied balance of any Sinking Fund Installment_ due on a cc_n future
dine for Bonds of such Series. or (iii) if such l_tu_ dines coincide as to diffe_nt Bonds of such Series. the sum

of such principal amount of Bonds and of such unsatisfied bflance of Sinking Fund In_fllmen_ due on such

futu_ dine. "Pfindp_ In_lmcnt" does net _dude _c principal of Parity Bond Antiopation Notes.
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Project Finandng Agreement: Any Pr_e_ Fin_n_ng Agreemcm to be entered into among lhe
Au_ority. _e City, DEC and _e Corporation pu_uam to the St_e Rev_v_g Fund Act.

Projected Debt Service: For any Fiscal Year or par__e_of means, as of any d_e of c_c_n and
with respe_ to any Preened Series of Bonds, an amoum, ce_ified by the A_hori_ to _c Trus_e and _e Board.

as prodded in _e Ag_emem, equal _o _e DeN Serv_c e_immcd by the Au_ori_ to bc payable during such
Fisc_ Year on such Preened Series.

Projected Series of Bonds: Any Series of Bonds described in an Au_ori_ Budget as anficip_ed _o be
issued in _e Escal Year to which such A_hority Budg_ _hms.

Rate Consultant: The independent accountant or firm of independent accouman_, or a managemem
conspire or firm of management consultants, or _dependem en_neer or firm cf independent en_ne_s, having,

in any case, a _cognized s_n_ng in _c field of water and sewer sys_m consulting se_cmd by the A_hori_
and s_is_c_ry to _e Bo_d. The Rme ConsPire may be _e _ame firm as the Consulting En_neer.

Rating Agendes: Moody's Inves_ Serv_e and Slandard & Poor's Rmings Group and their respective
successors and assigns.

Rating Confirmation: A wfiuen confirmation of each Rming Agency to _e cf_ th_ the rating assigned
to each of the Bonds rated by such Rating Agency will rem_n unchanged and will not be withd_wn, suspended

or reduced as a consequence of some act or occu_ence.

Redemption Price: When used with _spect to a Bond or potion _creo_ the principal amoum _c_of

_us _e ap_able p_mium, if any, payable upon eider o_ion_ or m_ndmo_ _dcm_ion _erecf pu_uam to
the Resolution.

Refundable Pdndpal Instalment: Any Pfincip$ ln_lmem for any Series of Bonds which _e
Au_ori_ in.rids to pay wi_ moneys which a_ not Revenue_ prov_ed th_ such iment shall have been
exp_ed in the Supp_memal Resolution amhori_ng such Series of Bonds and prov_ed fuffher _ such
Pfinop_ In_lmem shMI be a Refunda_e Pfincip_ In.aliment o_y through _e dine of the Authori_ Budg_
adored during the Fiscal Year imme_dy p_ce_ng the Fiscal Year in which such Pfindp_ In_lmcm comes
due unless _e Au_ori_ has d_ivc_d to the Tru_ec a cenific_e of an Au_ofized Rep_sentative that it has
made pro_fion for the paymem of such Principal Infl_lmem _om a souse other than Revenue_

Refunding Bond: Any Bond au_em_cd and delive_d on origin_ issuance pursuant to Section 206 or
Section 207 of _e Res_ution for _e purpose of _fun_ng any Outstan_ng Bonds or _e_a_er au_cmica_d

and ddive_d in lieu of or sub_hm_n for such Bond pursuant to the Restrain.

Reimbursement Obligation: The obligation of _e Amhori_ described in the Restrain _ _oly
_imbu_e the issuer of a C_dit Facility for amoums paid by such issuer thereundcL wh_hcr or not such
ob_g_n to so reimbu_e is evidenced by a promissory no_ or other _mil_ _rument.

Requ_ed Deposit: For any Fisc_ YeaL amoums, if any. payable into the Au_ori_ Expense Fund, the
Debt Scrv_e Reserve Fund and the Subordin_ed Inde_edne_ Fund but only to the ex_nt such paymems a_

_qui_d to be made from Revenues pu_uant to the Res_

Revenues shall mean _) all the _nts, _es, charges, paymems and _her income and _cei_s derived by _e
Board _om use_ of _e Sy_em, _g_her wi_ _l operating aid _e_for _om any governmem_ entity, Feder_.
State or looM. to the Board. (b) inve_mem proceeds and proceeds of insurancc _coved by the Board (other

lhan _c proceeds of insurance wi_ _spe_ to the damage or de.ruction of _l or any potion of the Sy_em), (c)
Subsidy Paymems derived by the Amhori_, (d) amoums derived by the Authori_ from a Coun_rparty pu_uam
to an In_ Rme Exchange Ag_cmem, and (_ _vc_mem procceds derived _om amoums on deport in the
Funds and Accoun_ e_ablishcd he.under thin a_ deposited or retained in the Revenue Fund or the LocM W_cr
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Fund, and but sh_l not include (w) amoun_ _qui_d to be _nded becau_ of billing or paymem e_o_, (x)

any amoum aaribu_b_ to any of the foreg_ng souses de_fibed in clause (a) w_ch O) is exp_ly excluded
by the Agreement or Me Lease, or (ii) is derived from a use of the Sy_em n_ _iy _l_ed to Me supply,
_e_mem and _bufion of water _ Me consumc_ _e_of _ Me collation, _sposM _ _cmmcm of _wage,

(y) any amoum _om any govemmem_ emi_, Federal, Stme or _c_, in aid of or _r or wi_ mspe_ Io the Cos_
of Wmer Projects, mh_ _an Subfidy Paymem_ _ _)(i) fin_ _xdu_ng _mm_ on line paymen_ wh_h sh_l
con_imm Revenues), Oi) amoums _om Me u_ of wm_ _ generale e_rci_, (iii) amoums _om _e _mc as a
_sult of mand_o_ w_er di_h_g_ from _m_ _ (iv) mnoun_ _om _e grant_g of c_emen_, l_ense_
dg_s-o_way cr _h_ ime_s in Me m_ property con_tut_g a pan of Me Sy_em.

Spedal CredR Facility: With _spect to any Series of Bonds or po_on _cmo_ a Cmdh Facili_ (a)
wh_h p_vid_ _nds _r (i) Me _ payme_ of Me Principal _lments of and inm_ on such Bonds when
due _ (ii) the paymcm of Me Pdncip_ _lmems of and _ on _ch Bonds _ _eevem amoums _herwise
_edged to the payme_ _c_of _c not av_lab_ when due or (iii) _c paymem of _c Tender O_ion Price of
any O_ion Bond which may be _nd_cd _ _c Amhodty _r pumha_ or paymem _ acco_ance wRh _e
Supp_mem_ R_o_tmn _u_or_ng such O_n Bond (in any c_e, rcg_dless of w_ such Credit Fadlity
pm_d_ _nds _r any _er purposO and (_ w_ch (i) requires the Au_od_ m di_cfly mimb_ Me issuer of
such Credit Facility for amoums p_d _eund_ and (ii) _odd_ _ such o_igation _ a Parity Reimbu_ement
O_m_n.

S_: The Stole of New Yo&.

S_ Revering Fund: The New Y_k S_ Wm_ Pollution Conw_ Reviving Fund ema_hed

pu_uant to _e Stme Rev_v_g Fund A_.

Sm_ Revering Fund A_: Cha_ 565 of the laws of New Yo& of 1989, _ amended.

Subord_ed Indebtedness: Any bond, note or _her evidence issued by Me Amhod_ in _rth_ance of
hs co_omm purpo_s under the A_ and payable _om Me Subordinmed _de_cclness Fund.

Subddy Paymen_ shall mean amoun_ payable _ _c Au_odty _om any govcmmem_ enti_, Fed_,
State or Ioc_, in connection wi_ Bonds of the Au_ofi_.

Sup_emenmi Resolution: A resolution of the Au_od_ au_odfing the issuance of a Series of Bonds or
_herwi_ amending or _p_emenfing _e R_ufiom

Sy_em: The Wmer Symem and _e Sewerage Syaem, c_ctiv_y, as such mrms _e defined in _e A_.

Tender Option Price: Wi_ _spect to any O_n Bond mnde_d _r pu_h_ c or paymem, an amoum
equ_ to Me pdndpal amoum _e_of plus inm_ _cmed and unpaid thereon from _e immc_mdy p_ce_ng
Bond Paymem Dine to _e dine of such _nde_

Trustee: The tru_ce appointed by _e Au_od_ pu_uant to the GenerM Res_utio_ and any succe_o_
_e_.

VaHa_e Ra_ Bond: As of any dam of de_rmination, any Bond on which _e imem_ _ borne _e_by
may vary during any pan of its mm_ng [errn.

Wster Pr_e_: Any _wemge _cili_, w_ _oli_ or wmer and _we_ge _dli_, as _e c_e may be,
_du_ng _e _ann_ developmem, financing or con_m_n thereo£

SUMMARY OF CERTAIN DOCUMENTS

The fol_wing am brief summari_ of certain p_ds_ns of _e Ag_emcm, _e Le_c and the General
R_m_m These summari_ do not purport to be com_e_ and _e su_t in _1 respects to _e p_s_ns oL
and _e qu_ified in _eir emim_ by, _nce m _e _spective documems _ which _ey r_me.
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Summary of the Agreement

Finan_ng of Water Pr_ects. The Au_ofi_ agnes m u_ i_ be_ efforts _ finance _i cr a pan of _e
Cost of _1 Water Pr_ec_ described in Append_ A to _e Agreement. In conside_t_n for _e Amhority's
issuance of _e Bond_ _e Bo_d gives, gran_, conveys and _ans_ to _e Au_ority _1 of Rs rig_, fl0e and
in_ in _e Revenue, m_u_ng wi_out limitat_n, _1 cf i_ righ_ m colleO and _c_ve s_d Revenues su_e_
on_ to pro_ons of _e Act, _e Agreemem and _e Res_u_on permitting _e ap_afion of s_d Revenues to
• e purposes _e_ _t forth. The Bo_d _sdf _cu_ no indeb_dne_ und_ _e _rms of _e Agreement, Le_e,
Resolution cr any o_ document execmed in con_ecfion _e_w_ (Sections _1, _2 and _4)

Transit of Funds. The Amhori_ sh_! depos_ _e proceeds of each Series of Bonds wi_ _e T_ee in
acco_ance wi_ _e provisions of _e Res_ution and _e Sup_ement_ Restrain au_orifing such Series;
p_v_ed, howeveL _ _e portion of _e _oceeds d_na_d m pay _e Co_s of any W_ Project shall be
hem only in _e Constru_n Fund e_aM_hed pu_uam m _e Res_ution.

The Au_ofi_ shMl au_ofize paymem of such Co_s _ _e mann_ set _rth in _e R_ution once evidence
• _eof is prodded in a Cenificam s_ned by an Au_orized Repre_ntattve of _e Bo_d or Ci_, _ _e case may
be. N_er _e Au_ofi_ ncr _e T_ee shMl be requi_d _ p_vMe _nds _ pay _e Costs of W_ Pr_ec_
from any souse _her _an _e Con_n Fun& and heifer the Amhority nor _e T_ee sh_l pay to _e
Ci_ from such Fund any amoum in excess of _m s_ asMe for _e pu_o_s _e_oL or _r _e Pr_ec_ lis_d in
Appen_x A _ _e Ag_emem. (Se_Mns 3. I and _2)

Loc_ Wa_r Fund. The Bo_d shMi depofit Ml Revenue_ _ promptly as practicable a_er _c_, into
• e LocM Wmer Fund. The_ shMl Mso be depofi_d in _e LocM Wa_r Fund Mi amoun_ received by _e Bo_d
from the T_ee pu_uant to _e Res_mion. (Section _1)

EstablBhment of Certain Funds and AppHcafion of Revenu_ in Lock Wa_r Fund. The Bo_d shill
establish two speciM _nds (in addkMn to _e LocM Wmer Fun_ to be held by the Board m a Depositary: _e
Bo_d Expense Fund and _e Operation and MMmenance Reseme Fund, wi_ _e Gen_M Accoum _n. The
Bo_d shall hMd such _nds as tru_ _nds and _e amoun_ on depofit shMl on_ be aphid _r _e purposes
pmvMed in _e Agreemem.

Beginning on the fi_t day of each month in each _scM Year, _e Bo_d is _quired to ap#y the Revenues
in _e Loc_ Water Fund, first, to _e T_sme for deposit in _e Revenue Fund until _e amoum on deposh in _e
Revenue Fund equMs _e MMimum Mon_ BMance for such mon_ and _e T_ee shMl have _ceived _e
amounts, if any, mqui_d _ be depo_md in _e Au_on_ Expense Fund, _e DeM Semice R_e_e Fund and _e
Subordinmed Indebmdness Fund _r such mon_. ThereafteL in such mon_ from _e bMance _mM_ng in _e

LocM Wmer Fund, _e Bo_d is req_red, a_er making prov_n for Bo_d Expense_ _ pay to the CRy _x_ of

• e opiating expends for such _ Ye_. After making such paymems, any amoun_ _mM_ng in _e LocM
Wm_ Fund in each mon_ _e ap#_d da_y (i) m smis_ _e C_h _ow Req_mem (if _e requi_d paymen_
m the CRy _r Operating Expends have been rondO, (ii) _ smis_ _qui_d paymen_ _ _e Ci_ for Operating
Expenses (if _e Cash _ow Requi_mem has been satisfied) cr (iii) proponionme_, m _e T_sme for deposit in
• e Revenue Fund and to the CRy _r _e paymem of Operating Expenses, until _e mtM of MIamoums depofi_d
in _e Revenue Fund during such _ Ye_ equ_s _e Cash _ow Req_mem and MI Operating Expenses
_qui_d to be paid shMl have been p_d. The_after, as Mng as _e anmunt on deposh in _e Revenue Fund in
each month is equM to the MiMmum Mommy BMance and the Cash _ow Requi_mem cominues to be meL _1
such amoums in _e LocM Wm_ Fund shMl be pfid _s folMws: fi_ m _e Au_ori_ umil _e totM of _e
amoums _o pMd equMs _e principM of and ime_ on any bonds, n_es or o_er oM_m_ns of _e Au_ofi_
(other than Bond_ Bond Am_ation N_es, and Subordin_ed Indeb_dne_) payable wi_in _e _en cu_ent
_m_ Ye_, mg_h_ wi_ Ml o_ amounts necessary m make _e _q_d depo_ m _e _e and o_er
_nds and amoums esmM_hed for such bonds, no_s or o_er oM_m_ns; second, to _e Ci_ until _e amounts
so p_d are equM to _e _ntM paymem for such _scM Year and _e unsmisfied bManc_ if any, of _e rental
paymem _r any prior _al Ye_; and. _ird, _ _e Op_n and Mmmenance R_e_e Fund, umil _e amoum
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• erein on deport is equM m _e O&M Rcse_e Req_mem _r such FiscM Ye_. Any amounts _mMn_g in
• e LocM Wamr Fund on _e I_t day of each EscM Ye_ sh_l be pMd _ _e Gen_M Accoum in _e Operation
and M_nmnance Reserve Fund. (Section _2)

Minimum Monthly BMane_ The MiMmum Mon_ BMance shMI be cMc_med as of the fir_ day of
• e mon_ and shMl be equM to _e sum o_

0) For each Series of Bonds which is Ou_n_ng during _e current HscM Year, an amount equal to
_e produ_ oMMned by m_fi#_ng (a) _e _ffe_nce between (l) _e amoum of ime_ due or proje_ed

to be due on the next succeedMg Bond Paymem Dam _r such and (2) _e amount, if any, held in _e
ap#mable subaccoum for such Series in _e Capi_lized Inm_ Accoum in _e Debt Se_e Fund by (b) a
f_ction, _e numerator of w_ch is _e number of full monks _nce _e end of _e:mon_ preceding _e M_
Bond Paymem Dine for such Series (oL with _spect to the fi_t Bond Payment Dine for such Sefie_ _e

number of _ monks fince _e last day of _e momh p_e_ng _e dine of _suance of such Serie_ and
• e denomin_or of which is _e number of monks between Bond Paymem D_es minus one _L wi_
_spe_ _ _e fi_t Bond Paymem Dine for a Series, _e number ef monks between _e I_t day of _e mon_
p_ce_ng _e dine of issuance of such Series and the first Bond Paymem Dam minus one); provided.
howeveL _ _ tMs formuM wouM produce (A) a fraction g_mer _an one, _en _e f_ion shMi be equM

to on_ or (B) a denom_mor _ss _an on_ _en _e fraction shMi be equM to one; #us

(ii) For each Series of Bonds which is Ou_tan_ng during _e cu_ent _scM Ye_, an amoum equM to
• e Pdnc_M M_MIme_ due or projected to be due on the next succeeding Bond Paymem Dine for such
Series which falls wi_in tw_ve monks or le_ on which a Principal In_allment is due, mMd#_d by a
f_ction, _e nume_r of which _ _e number of _ll monks since _e ia_ day of _e mon_ p_ce_ng _e
last Bond Paymem Dam on wh_h a Princ_M _MImem was due (oL wi_ respe_ to the fi_t such Bond
Payment Dm_ twdve m_us _e numh_ of _ll monks Io _e fi_t Bond Payment Dine on w_ch a PdncipM
Installment _ duO, and _e CenomMmor of wh_h is eleven; provMed, howeveL _m if _is formuM would
produce a f_ction g_mer _an one, _en _e fraction shah be equM to one. (SeaMn _3)

Depofi_ to Operat_n and M_ntenance Reserve Fund. The_ shMl be depo_md _ the Operation and
MMmenance Rese_e Fund in each H_M Year from _e souses de_dbed below _e amoum req_red, _ any, so
• _ _e amoun_ on deposit _e_ satis_ the O&M Rese_e Fund Req_mem _r _e ensuing H_M YeaL

Depofi_ to _e Operation and MMn_nance R_e_e Fund may be made from _e proceeds of _e sMe of
Bonds of _e Amhori_, from _e LocM Wmer Fund, or from any o_er moneys _w_By avMMbM _e_foL
su_e_ _ _e fol_w_g limitations:

(i) The maximum deposit m _e Operation and MMmenance Rese_e Futd from _e proceeds of Bonds
of _e Au_ofity, as cf any dine of cMculation, may not exceed _e O&M Reserve Fund Requirement _en
in effect, reduced by the cumuMfive sum of prior deposi_ _e_to from proceeds of Bonds of _e Au_ori_.

(ii) DeposAs to _e Ope_don and MMmenance Reserve Fund from _e LocM Wmer Fund shMI be
su_e_ _ _e priorit_s euaMished in Section 4.2 of _e Ag_emem.

(iii) If the_ shMI be a deficit in _e Operation and MMmenance Rese_e Fund on May l of any FiscM

Year, and if as of such May i the Board does not proje_ _at avMMMe Revenues will at Mast equM _e
O&M Rese_e Req_mem for such FiscM Ye_ by June 30 of such HscM Year, then _e Board shMl
include _ i_ Annum Budg_ for _e ensuing FiscM Ye_ an amount suffioem, together wi_ o_er amoun_
avMMbM _efo_ _ m least equM _e O&M Rese_e Fund Requirement _r _e ens_ng _scal Year.

If on July 1 of any _scM Ye_ _e amount on depofit in _e Operat_n and MMmenance Re.rye Fund is
less _an _e O&M Reserve Fund Requirement, such defiot shM! _u_e_ m p_agraph (i) abovO be made up

_om _e proceeds of _e sMe of Bonds issued during such _scM Ye_; provMe_ howeveL iL prior _ May l of
such _scM Year such deficR has not been made up _om Bond proceeds, the Bo_d shall include _e amoum of

such defic_ in i_ Annum Budg_ for _e ensuing _M Ye_ and _e amounts nece_ary to _o_ such deficA
shMl be deported in the Operation and M_menance Rese_e Fund.
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Amoun_ required to be deposimd in He General Account shall be held separam and apart _om other
amoums hHd in the Operation and M_ntenance Reserve Fund and aphid as described be_w. (Section _4)

Appl_ation of Moneys in the Operation and Maintenance Reserve Fund. If on the tint day of any
month 1he Board has not pa_ to the Ci_ an amou_ equ_ _ _c produ_ of (i) He amount _q_d to be paid

for Operating Expenses pu_uant to Section 8.1 of _c Lease, multi_d by (ii) a _acfion the numerator of w_ch
is the number of monks w_ch have commenced during such Fiscal Year, and the denominator of w_ch is 12,

the Board sh_l withdraw from the Operation and M_n_nance Reserve Fund and pay to He Ci_, on deman_ an

amount equ_ to ¼_ of the amount so _quired to be pa_ pu_uant to Se_n 8.1 of He Leas_ or He entire
balance in such Fund if _ss than suffic_nt. Amours on deport in _he General Account may be applied 0) to

purposes provided for in Section 4.2, (ii) to the paymem of Bonds in accordance with A_ XII of the
Res_ufion or (iii) to the Co_s of W_er Project, but sh_l be _ined the_in _o the ex_nt _qui_d by the

Annu_ Budge. (Section _5)

Application of Moneys in Board Expense Fund. Amoun_ on deport in He Board Expense Fund sh_!

be aphid by He Board sol_y for the purposes of paying c×penses of the Board, in accordance with He Annu_
Budge. (Section _6)

Applkation of Revenues Aher DefaulL The Bo_d has covenan_d _ if an "event of defa_f' (as

defined in He Res_ufion) sh_l occuL _c Board shall pay or cause _ be paid to He Tru_ee, upon its _quest, _1
moneys and securit_s Hen held by He Board in _e Local Wa_r Fund and the_after He Revenues as promptly

as pra_ica_e aher receipt. (Se_wn _ 7)

Amoun_ Rem_nin_ Any amounts _ccived or he_ by He Au_o_ or He Trus_e putnam _o the
Reso_6o_ any similar document or the Agreement after _i Bonds and other evidences of _deb_edne_ have

been paid in full or are no longer Outstand_g and after payment of _1 other o_ations and expenses of He
Amhori_, or pro_s_n for payment _c_of has been made, shall be p_d _o the City.

Any payments by the Ci_ to the Wa_r Board pu_ua_ to Sec6on 104_-h(3) of _e Act shall be confined to
considerat_n for the sale of goods or the rendering of services by the W_er Board to He Ci_ pu_uant _o He
Lease or He Agreement as con_mpl_ed by the Act. (Sec6on _8)

Rate CovenanL The Board has covenanted and ag_ed to e_a_ fix and _vise _es, ra_s or o_¢r
charges for the use of or services furnished by the Sys_m w_ch, tog_her wi_ any other av_e funds, arc

adequ_e to provide for (i) the timely payment of He Principal in_lmen_ of and in_ on _1 Bonds and He
princip_ of and in_ on any other _de_cdne_ of the Au_ori_ payable _om Revenue_ (ii) _he proper
oper_ion and m_n_nance of the Sy_em, (iii) SI other paymems _qui_d for the Sy_em n_ otherwise prov_ed

for and (iv) _1 _her paymen_ required pu_uant Io He Ag_¢mcnt and He Lea_e, wi_om inten_ng to limit the
generality of He foreg_ng, the Board has also covenantal to e_ab_sh and col_ ra_s, _cs and charges
suffic_nt in each Fiscal Year so _ Revenues c_c_d in such Fiscal Year will be _ iea_ equ_ to the sum of

(i) I !_% ofe_im_ed Aggrega_ De_ Service and Projected De_ Service payable in such Fisc_ Year (excluding
any Refundab_ Principal In_lment if payable from funds h_d in tru_ _crefor and a_uming with _spect to
Variab_ R_e Bonds lh_ the effective rate of in_re_ is th_ wh_h the Au_ori_ determines so long as such _a_
is not less lhan _e rate such Bonds bear at the time Agg_ga_ Debt Serv_e is determined), (ii) 100% of He
Operating Expenses _nd Au_ori_ Expenses payable in such Fisc_ Year and (iii) 100% of He amount necessary
to pay the _her Requi_d Deposits for such Fisc_ Year. Howeve_ a failu_ to gene_ such Revenues does not
con_i_ an "event of de_u_" if the Board _kes _m_y action to coffe_ any such defich. The Board sh_l

_v_w, at least annu_, such ra_s, _cs and charges to determine whether such ra_es, _es and charges am, or
will be. suffic_ to me_ He _quiremems thereof and shall prom_ly take act_n to cu_ or avoid any deficiency.
Exce_ _ the ex_nt _qui_d by Section 1045_ of the Act, as in effect on July 24, 1984, with regard _o the
rcqui_ment th_ _x exem_ orga_zations be charged for serv_e prov_ed by He Sy_cm or by e_ing
agrcemc_s (_u_ng any succcsscr ag_eme_s wi_ Jam_c_, _e B_ard will not furnish or supply any produc_
use or serv_c of the Sys_m free of charge or _ a nomin_ charge. (Se_n _1)
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Consulting Engint_r and Rate Consultant. The Amhofi_ shMl employ a Consulting Engineer and a
Rme Consul_nt whose duties, respectively, shall be to make any ce_ificmes and perform any other aos requi_d

or permitted of the Consulting Engineer and the Rue Consuhant under the Ag_ement and the Res_mion. If so
determined by the Au_ority, the same pe_on or firm may pedorm _e duties and funoions of the Consuh_g
Engineer and Ra_ Consultant.

In each FiscM Year, the Cons_ting Engineer and the R_e Constant shall make an examin_n oC and

shall repo_ to _e Autho_, the Board. the City and the Trus_e, on _e prope_s and operations of the Sys_m.
The report of _e R_e Consultant shall set forth among other findings, the Rme Consu_am's recommendmion as

to any necessary or ad_sa_e tensions of rates, _es and charges for the ensuing Fiscal Year and such other
advice and recommendmion as it may deem de_e. The Cons_fing En_neer's repo_ shall set fo_h its

findings as to whether the Sy_em has been m_nta_ed in good repair and sound operating con_fion, and i_
estimme of the amoun_ if any, req_rcd to be expended to Oace such prope_ies in such condition and the de_ih

of such expenditures and the approximate time requi_d the_fo_ The City covenants lh_ if any such repo_ of
the Consulting Engineer _h_[ set fo_h th_ the properties of the Sy_em have not been m_ntmned in good repmr
and sound operating con_tion, it will prom_ restore the prope_ies to good repair and sound operating
condition with MI expedition practicaM_ (Section 62)

Covenant to Operate and MaintMn Sy_em. The City has covenanmd thin it s_all, at all times:

(a) in accordance with _e advice and _commendmions of _e Consulting EngineeL operate the

Sy_em property and in a sound and economicM manner and mMmMm preserv_ and keep the same
preserved and kept with _e appu_enances and every pa_ and panel thereoL in good repai_ working order
and condifio_ and from time to time make, or cause to be made. all necc_ary and proper repai_,

re_acements _nd renewMs so thin at MI times the operation of the Sy_em may be properly and

advantageously conduced, rcgardMss of any _ilure on _e pan of the Board to make the payments to the
City requ_ed by Section 8.1 of the Lease; provMe_ howe_cL thin nothing confined in the Agreemem sh_l
require the City to operm_ mMntMm prescrv_ mpaiL re_ace, renew or reconstru_ any pa_ of the Sy_em
if there shMI be filed with the Board, the Au_ofity and the Trumee (i) a ce_ificme of _e CommissMner

acting as the Authorized Representmive of the City _ming thin in the opinMn of ihe City abandonment of
operation of such pa_ of the Sy_em will not adversely atlect the operation of the Sy_cm or the amount of
Revenues derived the_t_om and is not preju_M to the imcrc_s of the Board, the Authoflty or the
Bondholde_ and (ii) a Ce_ificme of the Consulting EngMeer contusing with such _mement;

(b) enforce the rules and regulations governing the opcrm_n, use and services of the Sys_m
es_Mished from time to time by the Board or _c City:

(c) observe and perform all of the _rms and condhions contained in the Act, and comp_ wi_ all valid
acts, rules, regulation_ orde_ and _rec_ons of any MD_ativ_ executive, administrative or judicial body
having competent jurisdiction of the City or the Sys_m: prov_e_ howeveL thin the failure of the City to
comply with _e covenant contained in this subsection (c) t_r any period shall not con_imm a de_ult on its

pa_ so _ng as the Cffy (i) _ taking reasona_c and timely _eps to permit com#iance and (ii) the City shMI
have de_vered to the Board and to the AuthorAy a Ce_ificme of the Cons_fing Engineer which (I) se_
forth in reasonable detail the _cts and _rcummances m_ndant to such non-compl_nce, (2) sets fo_h the

s_ps being taken by the City to permit com_nce, (3) sets tb_h the e_immed dine on which the City will
be in com#_nce and (4) _atcs thin in the opinion of the Consulting Engineer suc_ non-com#_ncc during
the period described will not adve_ely affect the ope_t_n of the Sy_em or the amount of Revenues to be
derived there_om_ and

(d) not creme or suffer to b_ cremed any lien or charge upon the Sys_m or any pa_ _crcof except for
Permitted Encumbrances. {Section 63)

Annual Budget. On May 1 of each year (or on such Imcr da_ as the Au_ofity, the Board and the City
may agree) the Au_ofity shM! deliver to the Board a ee_ified copy of the Authofi_ Budget for the ersuing

Fiscal Year showing the Cash Flow Rcq_rement for such Fiscal Year. Based upon the Jnform_Mn contained in
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_ the Au_o_y Budge, (b) the _'s _fi_fion pu_uant to Secdon 8.3 of _e _e and (c) _e Ce_ficme
of Me Consu_ng En_ne_ ddNe_d _ Me Bo_ pu_uam _ S_tion 8.3 _ _ _ _l_fiv_ Me "Budg_
D_umems"), Me Bo_ _all p_pa_ Me Annu_ Bud_t _r _e ensuing _ Ye_ h addition _ _e

in_ _n_d in Me Budg_ _u_ Me Bo_ _1 _ m_ p_fion in Me Annu_ Budg_ _r
Bo_d Expends _r Me _g _M Ye_ _r _e amoum, if any, _quked m be _d in Me O_i_
and M_m_ R_e_e Fund in _c_d_ whh Section 4A of Me A_mem, and _r Me __ of Me
amoums in the Gener_ Accoum therein. __ bm in no event lair th_ 15 days _er the d_e of

__ of Me Executive Budg_ of Me Ci_, _e Bo_ sh_l ado_ such Annu_ Budge. _om_y a_er
_o_ of the Annu_ Budg_ and in no event I_er Man June 10 _r _ch _h_ dge as Me AuMofi_, Me Bo_

and the O_ may _) of each ye_, Me Bo_ sh_ ema_ish the r_s, _s and ch_es _r _e use of _e
Sys_m _r Me ending _ Ye_ The Boa_ m_ _m time m time, eiM_ _ _ a_ commen_mem _
t_ _ Ye_ _ w_ch it _ime_ _end Me Annu_ Bu_ bm _x_ _r _ own _) o_y in
_co_a_e wiM and after _cei_ of amended Budg_ D_um_. If as of the fir_ day of any _sc_ Ye_ an

Annu_ Budg_ has not _en adored, Me Annu_ Budg_ _r _e imm_y p_ce_ng _scal Y_ sh_l _ the
Annu_ Budget _r _ch Fi_ Ye_ u_l a new Annu_ Budg_ is _op_ _e_ _4)

Tax Exempfiom _e City, Me AuMofi_ _d Me Bo_ have covenanted Mat so _ng _ any Bonds sh_l

_ Ou_. no one _11 t_e any action, nor _1 m ta_ any action, w_ch, if token or not _en, as Me ca_
may _, world _ely a_ct Me m_exem_ _mus _ _e ime_ p_a_e on Me Bonds _en Om_an_ng _e
im_est on w_ch is excluded _om g_ss _come under the In_m_ R_ C_e of 198_ _ amended. _e_on

D_fi_ _ _ _e B_ h_ _n_d _ _ _ c_se _ Ci_ m en_ Me ml_

and _u_s p_v_ing _ _ontinuan_ o_ _ _o_fi_ _om, _e supply of wmer or Me _o_on of
_w_ _e. _ boM, _ Me c_e may b_ _ _y_m of _, _n_. _s _ oM_ ch_s imbed _ Me

Bo_d, p_v_ M_ such _fi_ or _onnection sh_l not _ c_ed out exce_ in the m_r _d u_n
Me notice as is _qui_d of a wme_o_s __ pu_uant to Sections _O_) _d 116 of the Pu_
Se_ _w _ Me S_e. (_ _ _

Covenant of Ci_ _ to Ra_ and Charge_ _e _ has _n_d Ma_ u_n Me issuance of Me
Bonds by Me AuMofi_, _e Ci_ will not M_r levy user _es, _ms and oMer chag_ wiM _spe_ to Me
Sys_m until all Bonds _e paid or are no longer Out_an_ng pu_ua_ to _e te_s of the Resolution; p_v_e&
howeve_ th_ the _ may _vy ad _m taxes to pay Me co_s and _n_s of Me Sy_em or to pay Me
_ip_ of and in_g on gene_ o_n bonds of the CRy he_ or hereafter issued to finance the
Sys_m or any p_ Me_oL _e_ _

B_ and R_o_ Each of Me Amhofi_ _d Me Bo_ sh_l keep or cause to _ ke_ p_r b_ks of

record and account in wh_h commie and co_ en_es shall be made of _1 __ rdm_g to Meir

co_e pu_es under the Act. In _co_an_ _M Section l_5-y of Me Act, Me AuMofi_ and Me Bo_
shall annually sub_t to the May_, the Com_ _d _e Dk_r of M_emem _d Budg_ of Me Ci_ a
detailed _a _e_ their a_s _r Me _sc_ Ye_ In addition, Me AuMofi_ and _e Bo_d shall
subm_ to Me M_, the _mp_l_r and the Die.or of M_emem _d Budg_ of Me CRy au_d annual
finan_ _emems of Me AuMofi_ and Me Boa_ mg_h_ wiM a _po_ Me.on of an _couma_ s_s_
to Me Bo_. (SecHon _11)

_en_ Until _e Bonds or _her evidences of inde_edne_ issued by Me AuMo_ _r i_ pu_ under
Me Act have _en p_d in _11 or _o_fion h_ _en made Me_r in accordance wRh Me R_ufion or _mil_
d_ume_ the Ag_emem _ov_ th_ Me Bo_ _all n_ c_, and, _ Me exam R h_ the _w_ _ do _,

sh_l not pe_it to _ c_e_ any l_n u_n or _edge of _e Revenues exce_ Me I_n _d _ M_eon c_ed
by Me Act. (_on _ 12)

S_ufl_ ln_s_. Ex_g _ Me ex_nt _ov_ed in Me Act, n_M_ Me Bo_ n_ Me AuMofi_ m_
g_nt any Bondholder any _cufi_ in_st in any of Me assets or Wo_s of Me Bo_d. _n _13)
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Finandng through State RevVing Fund. In conne_n with the financing of W_er Pr_ects by he
Au_od_ with _nds prov_ed from the State Revolving Fund, the City may en_r into a Project _nan_ng

Ag_ement cr Ag_cmcn_ among DEC, the Corporation and the A_hofi_ and make in any such ag_ement

ceaain _presentation_ wa_anfies, covenants and ag_cmen_. (Section _ 16)

Agreement of the State. Under the prov_ions of the Agreement, the pa_s pledge and agree, for and on
beh_f of the State as provided in the Act, that the State will not alter or limit the rights vested by the Act in the

Authority or the Board to fulfill the terms of any agreement made with or for the benefit of the Bondholder_ or

in any way imp_r the figh_ and remedies of Bondholders, until the Bond_ together with the intere_ thereon,
imere_ on any unpaid in_allment of intereu, and a_ co_s and expenses incurred in any action or proceeding by

or on behalf of such holders, are fully met and discharged. (Section ZI)

Even_ of Defa_t and Remedies. An "'event of demuR" or a '_e_t" means any one of the following

¢ve_s: (i) _ilu_ by the Board m pay the Authority tho_ amounts required under t_e Ag_ement; 0i) _ilu_ ¢f
the City or _e Board to obse_c any co_enam, _rm _ con_t_n of the Agmemem (_h_ _an _e paymems the

Board shall make to _e Authority) and such failure shall have continued for a pe_od of _xty (60) days after
writ_n n_ic_ speofy_g such fai_ and _que_ing th_ it be _med_ is given to the City or the Bo_d, or
bo_, by the Amhori_ unless the Amhority sh_l ague in writing to extend such time prior to its ex_ration,

provided such ex_nsmn sh_l not be unmasona_y withhdd if the City or the Board has m_im_d and is
_l_cntly pu_uing cohesive action which cannot be compEmd within the ap_ab_ period; (iii) the Authority

sh_| file a person, or mherwise seek relieL under any federal or St=e bankruptcy or fimil_ law; and (iv) the

_rms, con_fions and security prodded under the Ag_emem and the Restrain or the _spective pro_ons of
the Act pu_uant to which _e Res_n has been adored or the Bonds have been issued or ended in_

0ndu_n_ wi_om fimi_t_ the profis_ns under which the lien upon the Revenues has been c_ed pu_uant
m the Ag_emem and the Res_ution and the pro_s_ns c_a_ng the powers and o_ns of the Board
and the relationsh_ of the Authority to _e Board and the City) shall be m=efi_ and advcrse_ limi_d. _md

or impend by any _flative action or any fin_ judgmenL (Seclion & I)

Whenever an event of defauh shall have occu_ed and be confin_n_ the Authority and the Tru_ee may

take whoever legal aoion may appear necessary or dc_rable to: (i) collect the paymen_ then due and as they
there.after become due and (ii) so long as any Bonds are Om_anding, enforce performance and observance of

any o_igation or covenant of the City or the Board under the Agreement. In addition, if the Board dei_uhs in
making the paymen_ to the Authority required under the Agreement as a result of i_ failure to impose sufficient
fees, ra_s, rents or other charges, the Authority may petition for the appointment cf a receiver _o administer the
affairs of the Board in order to achieve Revenues suffic_nt to make such paymen_ by e_abi_hing fees, rates,
rents or other charges at _ast sufficient therefo_ The remedies con_rred upon or reserved to the Authority in

respect of any event of defau_ are not exdu_ve of other av_lable remedies, but shall be in addition to every
other remedy given under the Agreemem or existing m law or in equity or by _ute. (Sec_ons &2 and &3)

Termination. The Agreement shall mrmin_e and the covenants and other o_ations contused therein

shall be discharged and satisfied, when (i) payment of all indebtedness of the Authority has been made or
prodded for in accordance with the Res_uOon or similar document securing such indebtedness and (ii) either

all payments required thereunder have been made in full, or provis_n for such paymen_ s_i_actory to the
Amhofity has been made, or the City pays or assumes all liabHific_ o_ation_ duties, figh_ and powe_ of the
Authority under the Agreemem. (Section _1)

Amendment. The parties m he Agreement may entcr in_ any amendment, change or modification of

the Agreement (if in writin_ signed by each of the parties and confined to in writing by the Trustee if _quired
by the Restrain) _du_n_ without limitation, amendmems _ Appendix A to the Agreemem; prov_ed th_
the panics shall enter in_ no such change or mod_c_n which m_edM_ adve_ely affects the righ_ of the
holde_ of any Bonds by modi_ing or revoking ccn_n enumcr_ed provifions of the Agreemem without fi_t

com_ng with the applicable pro_s_ns of the Resolution. (Sectim_ 1_ 1)
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Conflict. The Agreement pro_des _m its profifions shMl not change or in any manner M_r the terms of

• e Rcs_ut_n, or the secufi_, fights or _med_s of Me Trus_e or the Bondh_dc_. In the event any provision
of the Ag_ement conflic_ at any time, or in any manne_ with the profifions of _e Res_mmn or any Bond. the

pro_fions of _e Resolution cr Bond shMl be cong_l_g and conflicting profifions of the Agreemem shall be
disregarded. (Section IZ 1)

Summar_ of the Lease

Term of Lease and Dem_e of Leased Property. The City has lea_d the Leased Property to the Board
for _e _rm of the Lease (_c "Lease Term"). The Lease Term commenced on the Effective Dine 0uly 1, 1985)

and continues until the liner of the 40th annive_ary of the Effective D_e or _e dine on which _1 bonds, no_s

or other obl_ations of the A_hofi_ are paid in full or provision lbr such payment is made pursuant _ the
res_utiom tru_ indenture or _her in_rumem under which such bonds, notes or _her oNigm_ns are issued.
Du6ng the Lease Term the Board may use the Leased Property only for its corporate purposes and upon the
_rms and con_fions contused in the Lease.

The Leased Property includes (whoher now in use or hereafter acquit& and whoher or not _cmed wi_in

the boundaries of the Ci_) _1 of the Ci_'s fight, title and ime_ in: (i) _e Ci_'s sewerage sy_em, m_u_ng
but not limi_d to MI _ants, _ru_u_ eq_pment and other _al and persoral propc_y or figh_ _e_in acqui_d,
_ha_litated or con_ru_ed 0ndu_ng all work in prog_ss as soon as commenced) and used for the purpose of

c_lecdn_ _e_ing, pum_ng, neu_Mifin_ _ofing and _sposing of sewage, including, but not limi_d to, main,
c_M_Mg, omlet cr other sewe_, pum#ng _n_ groundwmer _charge basins, backflow p_vention dev_e_

sludge dew_ering fa_lit_ vessels, barges, clafifie_, filte_ and phosphorous _movM eqmpment, vehicles and
other property used in connectmn with the sewer sys_m; 0i) the Ci_'s wmer sy_em, inc_ding bm not limimd
to all _ants, _ru_u_s and other reM and pe_onM property or rights the_in, acquit& _haMlimted or
constru_ed Ondu_ng MI work in progre_ as soon as commenced) and used or to be used for Me purpose of

sup#_n_ di_bmin_ accumulatMg cr _eating w_er, inching, but not limi_d _, _serv_, basins, dams,
canals, aquedu_ #pdine_ mMns. pum_ng statbns, wamr _ribution sy_em_ intake sys_m_ w_evworks,
souses of wmer supply, pufificm_n or filtration #an_, wmer me_ and rights of flowage or _vers_m vehicles
and other property used in connexion with the wmer sy_em; and (iii) any _her mmeriM_ sup#_ #ans and
propeay comMned in the above-mentMned plants and _ru_u_s inddemM to. or nece_ary or useful and

conven_m foL the operat_n of such fadl_es; provMed, howeveL that the Leased Propeay shMl not include the
Ci_'s fight, title and _ in _e folMwinff (i) any property or ri#_ts of the City the conveyance of which
pu_uam to the Lease would cause a _ve_ion to or in favor off or permit a _entry by or in _vor o_ any third
party; (ii) all mines and minerals whosoever (but not including su_hce or subsudace wme_) now or hereafter
found and discovere& crops and timbeL on or under the lands to be conveyed pu_uant to _e Lease; with power
and amhofi_ for the City to perform ceaMn miner_ cx_a_ion and agricultural/timber activities; provMed,

howeveL thin the City shall not unde_ake any such activ_es which in_ffe_ with the ope_t_n, mmn_nance or

c_n of Revenues of the Sys_m. (Section 2.1)

Right of City to Enter Leased Propert_ The City _mins the fight to enmr upon any portion of the
Leased Prope_y, to use any prope_y not constituting a part thereof which is locked in, across or upon _e Leased
Property or for any purpose unless, in the _asonaMe judgmem of the Board, such entry or use would adversely
affect the cdMcdon of Revenues. (Se_n 2.2)

Subsfitu_on of Board for City. When necessary or de_bM and to the extant permitted by law, the
City and the Board ague to use _eir be_ eftbns to sub_i_ the Board tbr the City wi_ _spect to any
ap#_mion or procee_ngs filed or commenced in relmion to the Leased Propeay with the various Stme and
Federal _guM_ry bodies having jurisdiction. (Se_n 2.5)

lndemnificat_n, The City agrees, m _e ex_nt permit_d by law and su_ect m ce_Mn con_t_nm to hMd
the Board harmM_ from any and MI l_Mfi_, loss or damage _om or in connection with any act the Board does
or omi_ in the exercise of its powe_ if taken or omitted in good fai_ and in pu_uance of i_ corporate purposes.
(Se_ns _ I. _2 and Z2)
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Operation and Maintenance of the Leased Prope_ The Cia shill admi_ster and oper_e the Leased

Prope_ mai_ain the Leased Prope_y in good and sa_ order and condition and make fll rep_ the_. The
City's duty to "m_nmi_' and "repfiff' shill include fll necessary repfi_, re_acemen_, renewfl_ fl_mfions

and addifion_ whether _ru_ural, non-_ru_ural, ordinary or cxwaord_ary and i_ duty to "'admi_er" sha_
include, witho_ limitatio_ the enfo_eme_ of mg_ns of _e Board and the Cia _l_g to the use of the
Sys_m. HoweveL the Lease shill not impose any o_n or I_lity upon the Ci_ for the admJ_swm_m

operation, m_n_nance and _p_r of the Sy_em n_ p_v_ufly imposed upon it in connection with i_ prior
operation and m_n_nance of _e Sys_m. Both the Board and the City shall use all reasonab_ care to prevem

• e occu_ence of was_, damage or i_ury to the Leased Property. The Sy_em sh_l be used and oper_ed and
m_m_ned in acccrdance with _1 ap_a_e law_ _les and regulations. (Sections _ I. _2 and _3)

Construction and Acquisition. The Board authorizes thc Ci_ to perform lhe construction and

effe_uation of any W_er Proje_ spe_fied in the Ag_eme_ and the Cia may incur Costs in conne_n
• erewi_. The Cia may acquire all re_ and pe_onfl property, or any in_re_ therein, necessary or useful for
the con_ruction or effectumion of a W_er Project; prov_ed th_ fll such prope_y or in_ acq_red by the
City through the exe_e of the power of em_ent domfin sh_l be taken in _e name of the City. (Se_ions _1,
_2 and _3)

Billing and the Levy of Water and Sewer Charges. The Cia has agreed to provide billing serv_es to
• e Board. Such serv_es include bm are not limi_d to: (i) n_ific_n to use_ of the Sys_m of the water and

sewer charges _vied by _e Board, (ii) col_n of such charges (including the Cia's use of its power of
enforcement and c_ion of unp_d taxes undcr thc laws of the Sta_ to enfo_e and c_ any d_quent

water and sewer charges from the pe_ons and prope_y liable the_fo0 and (iii) mfin_nance of the books,
records and accounts of lhe bi_ing sy_ems. [Sec_ons 6.1 and _2)

Late Payment. All i_e paymen_ of wa_r and sewer charges are the prope_y of the Board and shill be
col_ed by the City on behalf of the Board. Notwi_anding _e foregoing, the Board has assigned to the City

all of its rig,s and intere_ in and to all ou_mn_ng charges levied and unc_c_d on all prope_ies _ the time
title the_to is vexed in the City pu_uant to in rein procee_ngs in cons_erm_n for the Cia's payment to the
Board, in each Fiscal Year a_er the Ef_ive Da_, of an amoum equal to 2% of such outstan_ng charges
(unless. during the Lease Term. the City and the Board mutably ague on a diffe_nt procedu_ for fllocating
such out_anding charges). (Section 6.3)

Discontinuance of Bflfing Servkes. If ehher the City or the Board no _nger desi_s thin the Ci a prov_e
the Board with billing serv_¢s, the par_y desiring _rm_ation sh_i give writ_n notice of such fact to the other
party at least two years prior to the _rm_ation. Notw_h_anding such _rmination of _lling services, Section
6.2 of the Lease shall rem_n in full fore _nd effect. (Section _4)

Legal Ser_ces. The Board h_s hired the Ch_s Law Department to pro_de it with iegM serv_es.
HoweveL the Board may hire a _ffcrent mtorney or firm of attorneys to pro_de it with legal serv_eg If the
Board retains counsel to defend a clam ag_n_ it wi_o_ the prior approvfl of the Corpo_tion Couns_ of the

City (w_ch approvfl shill not be unreasona_y whhhe_ the Board shall not be entitled to the _demnific_ion
from the Ci_ prov_ed in Artic_ l_ of the Lease with _spe_ to such claim, un_ss the Ci_ elec_ in writing to
provide such indemmfication. (Sections Z I and Z2)

Paymen_ of Cos_ by the Board. The Board has ag_ed to pay to the Cia amounts suffi_em to: (i) pay

the co_ of admini_ration, m_n_nanc_ repfir and operation of the Leased Prope_ induing overhead costs
incu_ed by the City mtribum_e to the Leased Prope_y (but less the amount of any governmental operating aid

received or rec_va_e within the cu_ent Fiscfl Year with respe_ to the Sys_mL the co_ of mamfifls and
sup_ and the amount of any judgmem or sett_ment paid by the Cia arising out of a to_ claim (bin only if

the co_s of such claim are not otherwise reimbu_ed, the Cia's lh_lhy for such clam is relined to Con_ru_n
of a W_er Proje_ or operation or m_ntenance of the Sy_em and the cos_ of such d_ms do not exceed for any
Fiscfl Year 5% of the aggreg_e revenues shown on the Board's la_ year_nd audi_d financial _emen_);
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(ii) reimbu_e Me City for capital Cos_ _cu_ed by the C{ty in the Construaion of W_er Projce_ (if reque_ed

by the City and not otherwise reimbu_ed) _udin_ wi_out _mitation, the payment of any judgment or
settlement arising out of a contra_ cbim relamd to the Construction of any Wamr Proje_; Oii) pay the cost of

_Hmg and col_ction serv_es provided by the C_y; (iv) pay the co_ of _g_ serv_es prodded by the City; and
(v) reimbu_e the Ci_ for the compens_ or the co_s of the serapes, of any City office_ and em_oyees

provided on a ful_time or part-time basis (o the Board. (Section & 1)

B_se Rental P_ymen_. In add_ion, the Boa_d sh_l pay the C_y a rent_ payment for the Sy_em, bm

o_y to the ex_nt reques_d by the C_y, and not to exceed the gre_er of 0) the princip_ and _m_ paya_e on

general oblig_ion bonds issued by the C_y for wa_r and sewer purposes and certified by the City to be p_d

within such F_c_ Year, or (ii) 15% of the amount of p_ncip_ and interest paya_e on the Bonds of_e Authofi_
and certified by the Autho_ to be p_d with_ such Fisc_ Year. (Section &2)

Me{hod of P_ymenL The City sh_l certify wi_in five business days after pu_icadon of the Ci_'s

Executive Budg_ for the ensuing Fisc_ Year the 0) amount which the City masona_y ant_ip_es it will expend
in conne_n with the cos_ desc_bed in Section 8.1 of the Lease and (i_ the amoum of the payments described

in Section 8.2 of the Lease; provided the, prior Io _e Boar_s payment to the Ci_ the Board sh_l have rece_e_
in addition to such cenific_n by the Ci_, a cenific_e of the Cons_fing Engineer to the effect th_ such

amounts certified by the City for such paymenu and co_s are reasonab_ and approp_ Upon the Board's

payment of _1 such amounts so certified or reques_d and any other payments _q_red under the Act, o_ after
provi_ons for their payment have been made, the Board shall pay _o Me Ci_, as Ad_on_ Rent in each Fisc_
Year, any surplus of funds rec_ve_ (Section &3)

D|sposifion of Properly. The Board agrees th_ it w_ n_ seU, lease, sub_as_ assign, uansfe_ encumber

(other than Permitted EncumbranceO or otherwise dispose of any pan of the Leased Propen_ or any other re_
property of pe_on_ property which may be acquired by the Board, or its inte_ in the Lease, wi_out lhe p_or

writ_n approv_ of the City.

The Ci_ will not sell, uans_r or otherwise _spose of real prope_y or pe_on_ property included in the
Leased Propeny without the Board's w_uen consen_ In _e case of pe_on_ property, the value of which is less
than $1 million per unit (or of gre_er v_ue if the Board design_eO, _e Board will adopt rules and procedures

for the expe_md disposition thereo_ Upon Me Ci_'s request _ _spose of any real property or pe_onal property
v_ued in excess of $1 m_lion, the Board will _ve such consent only upon receipt of a cenific_e signed by the
Consulting Engineer to the effe_ that such re_ or pe_on_ property may be _sposed of without m_eri_

adverse_ affecting the Revenues of the Sys_m or imputing the abilRy of the Board to make any payments
_quired by the Lease or the Agreemem or any other agreemem to which it may be a party or be bound. The

City may _so, with the p_or w_t_n consent of the Board, grant in_s in the Leased Property wh_h, in the
reasonable judgment of the Board. do not in_ere with Me operation and m_nmnance of the Sysmm and the

col_cfion of the Revenues _om the Sy_em. (Section 11.1)

Encumbrance. The Board may not encumber the Leased Property without the prior wriuen approval of
the City. The C_y may grant _mpor, u'y _censes for use of _e Leased Property which do not in_ere with Me
operation and mainmnance of _e Sys_m or the colle_ion of Revenues _e_om. (Section 11.37

Summary of lhe Reso_tion

Terms used _ _ Summa_ of _e Resolut_n ahaH have _e mean_gs a_'cribed _ereto m '_PPENDIX

C--GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS--GIossa_'\

Pledge of Revenues and Fund_ The Autho6_ _cdges _r Me payment of the Phn_pal ln_lmen_ or
Redemption Price of and any imere_ on the Bond_ in _cordance with their _rms and the provisions of the
Resolution: (i) _1 Revenue_ (ii) all moneys or securit_s in any of the Funds and Accoun_ c_ed under the

Res_ except th_ moneys or securities on deposit in a Special Accoun_ a_ pledged only to Me Series of
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Bonds to wh_h such Account _cla_s and moneys or securities on deport in the Common Account a_ _cdgcd
on_ to the Bonds for which a SpeciM Accoum has not been established pu_uant to tbe Gcn_M Rcs_m_ and

(iii) _1 other moneys and secudt_s to be rec_ve_ h_d or set aside by the Amhofity or by any Fiduciary

pu_uam to the Resolution; su_e_ only to the pro_ons of the Restrain and the,Agreemem permiuing the
ap#icadon of such amoums for or to the purpo_s and on the _rms and condhions therein s_ foflh. It is the

inmntion of the Amhori_ _at, to the fullest exam permitted by law, such #edge shall be vMM and binding
from the time when it is made: thin the Revenue_ money_ securities and other funds so _edged, and then or

thereafter _ceived by the Authori_, shMl immediate_ be su_ect to the IMn of such _edg_ and that the

obligation to perform the contra_ual pro_ons _erein comMned shMI have pfiofi_ over any or all other
obligations and Ha_fies of the Authority and shall be vMid and binding as agmnst MI panics having dMms of
any kind in ton, conwa_ or otherwise again_ the Authod_, i_espective of whether such pan_s have n_ice
thereo£

As further secud_ for the payment of the Bond_ the Authod_. under the Res_mion, a_igns, trans_ and
#edges to the Tru_ee all of i_ dgh_ and in_s_ under and pu_uam to the Ag_emcnt (exdu_ng figh_ to
notke and other procedurM fight, i_ right to mdemMficm_n and figh_ and _m_s not mamdM to
Bondh_de_), including, wffhout limiting _e genc_[i_ of the fo_g_n_ the p_sent and continuMg rigM: (i) to

cIMm, col_ct or rec_vc _om the Board, MI Revenues thereundeL (ii) to bring actions and proceedings
thereunder for enforcemem of such fight of c_M_m and (iii) to do any and all things wh_h the Amhofity is
or may become entitled to do under the Ag_emem; provMed thin such as_gnmem shall not impMr or dimiM_h

any obiigm_n of the Authofi_ under the Agreemcm.

The Bonds am speciM obligations of the Authority payable soMly _om the Revenues and other amounts
described in _e Res_udon and do not and will not constimm an indeMedne_ of the State, the Ci_ or the Board

and nehher the State, the City nor the Board shMi be in any way liaMe thereon. (Se_iona 203 and 501)

Establ_hment of Funds and Account_ The Resolution e_ablishes the following Funds:

(l) Constru_ion Fund;

(2) Revenue Fund;

(3) Debt Service Fund;

(4) Authority Expense Fund;

(5) Debt Servke Reserve Fund;

(6) Subordinmed Indebmdness Fund;

(7) Surplus Fund; and

(8) Arbiffage Reba_ Fund.

The Resolution esm_ishes in the Debt Servke Reserve Fund a separate account known as the "Common
Account", and pro_des that any Sup#emental Res_ufion which authorizes a Spec_l Credit Facili_ may
e_abl_h one or mo_ "SpeciM Accoums'" in the Debt Service Reserve Fund. The Res_u_on Mso esm_hes in

• e Debt Service Reserve Fund a sepa_ account to be known as _e "Ca_talized inm_ Account".

The Trustee shMl hold all of the Funds and Account_ except the Author_ Expense Fund, w_ch shMI be
h_d by the Autho_.

The Trus_e is _ed to make withdrawMs and tmns_ _om the Funds and Accounts e_aMished by the

Res_udon in order to com#y with any ag_emem cnte_d into upon or after the dine of issuance of the
Authofi_'s Fiscal 1987 Series C Bonds provi_ng for _e rebme of cenMn arMwage earnings to the Uni_d States.
(Section 502)
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Construction Fund. The Authority shall deposh _om time to time in the Constru_ion Fund the net

proceeds from the sale of each Series of Bonds and make the depo_ in the Funds and Accoun_ required by

the ap_a_e Suppkmen_l Resolutions The Authority shall also dcpofit from time to lime in the Con_ruoion
Fund any other amoums required Io be deposed therein pumuant to the Res_ution or _he Agreement, including

amounts received by the Authori_ for or in connection with the Sy_em and d_crmined by the Authority to bc
deposited therein. Any proceeds of insurance mMnt_ned by the Board or the City ag_n_ physical loss of or
damage to the Sy_em, or of conwa_o_' performance bonds peR_nmg to the con_ru_ion of the Sy_em, _hall

also be p_d into the Con_ruoion Fund.

Except as otherwise prov_ed, amounts in the Con_ru_ion Fund may only be expended to pay Costs of

W_er Projec_ (hduding Co_s of Issuance). The Tru_ee shMI make payments _om the Con_ru_ion Fund,
except as otherwise provided, only upon _ceipt of a Disbu_em_,t Reque_ signed by an Authorized
Representative of the Authority.

To the ex_nt that other moneys are not avMh_e the_for in any _her Fund or Account, amours in the

Con_ru_ion Fund shMl be applied to the payment of princip_ of and imere_ on Bonds when due. (Section 503)

Allocation of Revenues---Revenue Fund. The Authori_ shall cause all Revenues received from the

Board pu_uant to the Agreement cr otherwise to be paid 1o the Tru_ee and deposed prompt_ upon receipt in
the Revenue Fund. Them shall Mso be depofimd in the Revenue Fund M} other amounts required by the
Resolution or the Agreement to be so deposed. (Section 504)

Paymen_ Into Certain Fundm From the Revenues in the Revenue Fund, the Tru_cc shall make, _s soon

as pra_ab_ in each mont_ the following deposi_ in the following orde_

(i) to the Debt Serv_e Fund all such amoun_ until the amount therein on deport in such month equals

the Minimum Monthly Bahnce lbr such month for _1 Series of Bonds OutMan_ng_

(ii) _om the balance, if any, rcm_ning in such month after making the depofi_ required in (i) above,
to the Authority Expense Fund the entire balance until the lo_l on deposit therein in such month is equal to
the product obt_ned by mu_ng (A) the sum of the Authority E_penses for the then cuffent Fisc_ Year

plus (if included in the Authority Budg_ for the then cu_e_ Fi._al YcaO an amount (the "Reserve for
Expenses") equal to one-fixth (th) of such Authority Expenses by (B) a _aoio_ the nume_tor of which is
12 minus the number of lhll month_ exdu_ng the month of cMculation, remMning in the Fiscal YeaL and
the denominmor of wh_h is 12;

(iii) from the balance, if any, rem_ning after making the deports requi_d in (i) and (ii) abov_ first,
to the Common Account in the Debt Service Reserve Fund, the amount, if any, necessary R_make the total

on deposit in the Common Account equal to the Debt Serv_e Reserve Requirement for the Bonds to which
such Common Account relates oL if less than suffic_nt, the enti_ b_ance and, seconR to each Sperm

Account until the amount therein on deposit equals the Debt Serv_¢ Reserve Requirement for the Bonds Io

which each Speci_ Account relmes_ prodded, howeveL if the balance rem_ning is less than suffic_nt to
credit in full each Special Account, credit shall be made pro r_a among all SpedM Accoun_ in the same
ratio as the Debt Service Reserve Req_rement related to such SpeciM Account bears to the sum of the Debt
Service Reserve Req_rements for all of the Bonds rel_ed to the SlgciM Accounts: and

(iv) _om the balance, if any, rem_ning after ma_ng the dep_i_ required in (i), (ii) and (iii) abov_
to the Subordin_ed Indebtedness Fund the amount required to be deposi_d in accordance with the
Authori_ BudgeL or _e entire balance, if less than suffi_ent.

Beginning with the fi_t day of each Fiscal YeaL the Tru_ec shall cMcul_e the amounts deposed in the

Revenue Fund on a daily basis until the totM of all amounts deposited flwrein during such Fisc_ Year is at Ica_
equal to the Cash Flow Requ_emem. On such dine, if any, the Tru_ec is direc_d to give the notre to the
Authority and the Board provided in Section 4.3(b) of the Agreement. ThereafieL during each Fiscal Year, no

fu_her Revenues shall be paid to the Trus_e pu_uant to paragraph Fou_h of Section 4.2(c) of the Ag_ement so
long _s the Cash Flow Rcqui_ment, _s the same may be _vised from time to fim_ cont_ues Io be met. (Section 505)
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Debt Service Fund. The Tru_ee sh_l, for each Seres of Bonds Outstanding, Fay from the De_ Serv_e
Fund the amounts due on each Bond Payment Due for the payment of the Principal In_lmen_s, if any, and
_om the moneys in the D¢_ Serv_e Fun& including moneys in the Ca_talized Ime_ Accoum in such Fund,

in_ on the Ou_tan_ng Bonds and on the redem_n d_e cr due of pu_has_ the amoums _q_d for the
paymem of accrued _re_ on Bonds to be _deemed or pu_hased on such d_e un_ss the paymem of such
accrued in_ sh_l be _herwise prov_ed.

The Tru_ee may, and if so _c_d by an Authorized Represent_e of the A_hori_ sh_l, prier to the
forty-fifth day preceding the due d_e of each SinUng Fund ln_lment, apply the amoun_ accumulated in the
Debt Serv_e Fund for such Sin_ng Fund In_lmem, together with any _ on the Bonds for wh_h such

Sin_ng Fund In_lmem was e_a_ished: (i) to the pu_hase of Bonds of like Series and m_urity _ prices
0ndu_ng any broke_ge and other charges) not excee_ng the Redemption Price payable for such Bonds when
such Bonds are _deema_e with such Sinking Fund In_lment plus unp_d in_ accrued er (ii) to the

redemption of such Bond_ if _deema_e by the_ _rms, _ or below s_d Redemption Price. Upon such pu_hase
or redempt_n of any Bond, the Trustee shall then c_dit an amoum equ_ to the principal of the Bond so
purchased or redeemed toward the next Sinking Fund In_lmems the_afier to become due and the amou_ of

any excess over the amount of such Sinking Fund ln_lment shall be c_di_d ag_n_ futu_ S_ng Fund
In_lmen_ in d_ect chronological orde_

In any evenL the Tru_ee sh_l, as soon as pra_ab_ after the forty-fifth day preced_g the due da_ of any
such Sinking Fund In_Iment, call for _dempt_n a suffidem amoum of Bonds of like Seres and m_ud_ to
commie the _ti_ment of the princip_ amount specified for such S_ng Fund lnsmllmem of such Bonds

whether or not it then has moneys in the De_ Service Fund to pay the appl_a_e Redem_n Price the_of on
the redemption due. The Tru_ee sh_! apply to the _dem_n of the Bonds on each such _dem_n d_e the
amount required for the redemption of such Bonds. (Sections 506 and 514)

Authority Expense Fund. The Authod_ shall ap_y amounts c_di_d to the Amhori_ Expense Fund to
the payment cf Authod_ Expense_ Any moneys in _e Authori_ Expense Fund which the Authod_ de_rmines
are in excess of that needed to me_ the sum of the unp_d Authori_ Expenses for such Fisc_ Year plus Of such
amount was included in the Authod_ Budget for such Fiscal Year) _c Reserve for Expense_ shall be applied
toward any deficiencies in the following Funds and Accoun_ in the order _ed: the Dc_ Serv_e Fund, Debt
Serv_e Reserve Fund and Subordin_ed Inde_edness Fund. Any rem_ning amoum_ sh_l be credi_d to the
Revenue Fund. (Section _07)

Debt Service Reserve Fund. The Restrain esm_hes a Deh! Serv_e Reserve Fund and a Common

A_coum the_in. In ad_tio_ the Resolution pro_des th_ any Supp_ment_ Resolution which prov_es for a
Speci_ Credit Fadlity _ secu_ the pdndpS, interest or Tender O_ion Price of any Bonds may e_a_ish one or
more '_pecial Account" m the Debt Serv_e Rese_e Fund. From the proceeds of each Seres of Bonds there

sh_l be deposed in the De_ Serv_e Reserve Fund _e amount, if any, necessary to make the amount on deport
the_in equal to the Debt Service Reserve Requi_men_ after giving effect to the issuance of such Bond_ and _1

such amounts will be c_d to the Common Account, un_ss a Supp_ment_ Reso_O_n _quires a deposit in a

Spec_l Accounu Amounts on deport in _e Common Accoum will be ap_& to the ex_nt necessary, to pay
the Principal In_lmems of and in_re_ on the Bonds; provided, howeve_ _ _e amounts in the Common

Account may not be aphid to pay the Principal In_lmems or Tender Option Price of or ime_ on Bonds for
which such paymems are secured by a Speci_ Credit Facili_, if _e Sup_emem_ Res_u6on amhod_ng such

Bonds has esm_ished a Sped_ Account. Likewise, amoun_ in any Sped_ Account may not be aphid to pay
the Princ_ lnstallmen_ of or ime_ on any Bond for which such paymen_ may be made &om the Common

A¢coum. Amoums on deposit in each of the Accoums in the De_ Service Reserve Fund sh_i be ap_& _o the
ex_nt other funds are not avm_e in the Surplus Fund, the Subord_ed Indebtedness Fund and the Authofi_
Expense Fun& to pay the Principal In_lmen_ oL and ime_ on the Bonds to w_ch such Account relines

when due. Amounts so aphid shall be derived fir_ from cash or Investment Secudt_s on deposit, and second
from draws and demands on Financi_ Guarant_
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IL ms of June 30 of each year, the amount in any Account in the Debt Serv_c Reserve Fund exceeds the

ap#_able Debt Serv_e Reserve Reqm_ment after giving effect to any FinandM Guaramy depofi_d in such
Fund, Me Tru_ec shMl, on the tint business day of the fol_wmg Fiscal Year, wiMdraw from such Account the

amount of any excess therein over the apO_abM Debt S_v_e Reserve Requirement as of the dine of such
withdrawM for depos_ into (i) the Ar_uage Rebmc Fund, _e amount e_im_ed by the Authority to be _quired

by the Code to be rebmed to the Dep',utmem of Me Treasury, (ii) Me Surplus Fund. Me amount _qui_d to be
depofi_d ther_n in accordance with the Authofi_ Budge. and (iii) the Revenue Fund. Ire amount of any excess
then _mM_ng in the Debt Serv_e Reserve Fund over the ap#kaMe De_ Service Reserve Fund Requkemem.

Whenever the amount (exdufive of FinanciM Guarant_ in _i of _e Accoums in the DeM Service Reserve

Fund, tug,her with the amount in the DeM Serv_e Fund, is suffic_nt to pay all Outstanding Bonds in
accordance with their respective terms, the _nds on deposit in the Debt Serv_e Reserve Fund shall be
transfe_ed to the Debt Servke Fund and ap#_d to Me redem_Mn or payment _ mmufity of all Bonds

Om_an_n_

In lieu of the required depofi_ and uansfe_ to the Debt Serv_e Reserve Fund, Me Amhori_ may cause to
be deposi_d into the DeM Serv_e Reserve Fund FinandM GuaramMs in an amoum equal to the difference
between the Debt Servke Reserve Requirement and the _ums, if _ny, then on deposit in the Debt Service Reserve
Fund or being depofi_d in the Debt Serv_e Reserve Fund concu_cntly wiM such FinandM Guaranties. The
Finandfl Guaranties shall be payable (upon the giving of notre as _qui_d MereundeO on any dine on which

moneys will be _quired to be wAhdrawn _om the Debt Service Reserve Accoum and ap#_d to Me payment of
a Principal ln_lment of or inmre_ on any Bonds and such wRhdrawM cannot be met by amounts on deposit in
the Debt Service Reserve Fund. If a di_bu_ement is made pu_uant to _n_ndM Guaram_ the Authori_ shall

be obl_a_d either (i) to rein_me the maximum limits of s_ch Finand_ Guaranties er (ii) to depcsit into the
Debt Service Reserve Fund, funds in the amount of the disbursement made under such _nandM Guarant_ or

a comMnmion of such almrn_ive_ as shall prov_e th_ Me amount in the Debt Service Reserve Fund equMs the
Debt Serv_e Reserve Req_rement.

In the event of the refunding of any Bond_ Me Trus_e shMl, upon the writ_n direction of the Au_ofity,
wiMdraw from Me Debt Service Reserve Fund all or any poaion of amounts accumulmed therein with respect to
the Bonds being _funded and deposit such amounts as prov_ed in such wriuen _Mn; prov_ed thin such
w_hdrawM shM! not be made un_ss (a) immedimely thereafter the Bonds being _funded shall be deemed to

have been paid pu_uant to Section 1201 of the Resdm_m and (b) the amount remai_ng in the DeM Scrv_e
Reserve Fund after such wRhdrawM shill not be less than the DcM Servxe Reserve Requirement. (Section 508)

Subordinated Indebtedness Fund. The Trumce shall apply amounts on deposit M the Subordinmed

lndeMedness Fund solely to the m_nmnancc of reserves foL or the payment o_ Subordinmed IndeMedncss (or
as otherwise provided by the resolution of the Authority amhofifing each issue of Subordinmed lndeMednes_.
The Trus_e shall withdraw from Me Subordinmed lndeMedne_ Fund any amoum necessary to _nder the
balances in the DeM Service Fund or Debt Scrv_e Rescue Fund sufficient to meet the requirements of such

Funds. (Section 509)

Surolus Fund. The Trusme shall, on each Bond Payment Da_, apply moneys credi_d to the Surplus
Fund in the fo_owing amountm (i) to the Debt Scrv_e Fund the amount, if any. necessary (or all the moneys in
Me Surplus Fund if less Man the amount necessary) to make up any defic_ncy in the amoum required to be on

deposit in such Fund and (ii) to the Debt Servke Reserve Fund the amount, if any. necessary (or _1 the moneys
in the Surplus Fund if less than the amount necessary) to make up any deficiency in the amount _qui_d to be
on depofit in any Accoum in such Fund. Such trans_r shall be made notwith_an_ng any other provisions of
this Resolmion req_fing depofi_ in such Funds. Amounts on depofit in the Surplus Fund on the la_ day of a
Fiscal Year shall be withdrawn _om such Fund and uans_ged to the Board for deposit in the Local Wmcr Fund.

(Sec_on 510)
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Arbitrage Rebate Fund. Amoun_ on deposit in the Arbiuage Rebme Fund shall be ap#_d by the
Trusme _o make payments to the Department of the Treasury of the United Stmes of America. Notwith_an_ng

the foregoing, the Tru_ee ,hMl apply moneys credimd m the Arbitrage Rebme Fund in the following amoumg
(i) to the Debt Serv_e Fund the amounL if any, necessary (or all the moneys in the Arbiwage Rebme Fund if

less than _e amount necessary) to make up any defidency in the amoum requi_d to be on depos_ in _e Debt

Service Fund and (ii) to the Debt Serv_e Reserve Fund the mnounL if any, necessary (or all the moneys in the

ArMuage Rebec Fund if Mss than the amount necessary) to make up any deficiency in the amount reqmred to
be on deposit in any Accoum in the Debt Serv_e Reserve Fund.

Amounts on depos_ in the Ar_trage Rebme Fund in excess of the amount _quired to be mMntained _erein

for the purposes of such Fund may be trans_ed and p_d by the Trus_e to the Surplus Fund. (Section 510-a)

Subordinated Indebtedness. The Authori_ may issue Subordinated Indebtedness payable out of and

secured by a pledge of and lien on amoun_ in the Subordinated IndeMedne_ Fund avmhbM for such payment.
Such Subordinmed Indebtedness, howeveL shall be issued only tbr the purposes set fo_h in the ResMution and

shall be secured by a pledge subordinme in all respe_s to the pledge c_med by the Resolution as securi_ for
the Bonds (Se_ion 511)

Depo_taHes. Aft moneys or securities held by the Tru_ee shall con_i_ trust funds and the Tru_ee may
and shall, if _recmd by the Authori_, depoMt such moneys or securities with one or more Depositaries. All
moneys or secufit_s held by the Authori_ in _e Au_ori_ Expense Fund sh_l be deposited with one or more

Depo_taries. All moneys or secufit_s deposimd under the pro_s_ns of tbc Res_ution with the Trus_e or any
Depos_ary shall be h_d in trust and ap_ied only in accordance with the provi_ons of the Res_utio_ and each
of the Funds es_blished by the Res_ution shMl be a trust fund for the purposes _ereoL

Each Depo_mry holding moneys or securit_s in trust for the Trus_e shall be a bank or trust company
organized under the laws of the Smm or a nmionM banking assoc_tion (having its principal office within the

Smm), having ca#tal stock, surplus and undivided earnings aggregming _ least $100,000,000 and willing and
able to accept the office on reasonable and customary _rms and au_orized by law to act in accordance with the
pro_ons of _e Resolution. (Section 5/2)

Investment of Certain Fund_ Moneys held in the Debt Service Fund, the Debt Service Reserve Fund

and the Subordinmed Indebtedness Fund _u_e_ to the mrms of any res_mions or other instruments securing
any issue of Subordinmed Indebtednes_ sh_i be inves_d and reinves_d to the ful_ pract_aMe extent in

Investment Securities which mature not liner _an such times as shall be necessary to provide moneys when
needed to make paymen_ req_red from such Funds; prodded that in the case of the Debt Serv_e Reserve Fund
maturation may not occur l_er than fifteen years from the date of such _ve_mcnt. and in the case of the Debt

Serv_e Fund, investmen_ shall be of the _pe described in clauses (ii), (iii) and (vi), and in the case of the Debt

Service Reserve Fund, clauses (ii) and (iii), of the defini_on of "Inve_ment Securities" (in _ther case, to the
fullest extent practicable). Moneys in the Amhority Expense Fund. the Revenue Fund, the Construction Fund,
the Arbitrage Rebme Fund and the Surplus Fund may be inves_d in Inve_mem Secudt_s which m_ure no later

than such times as sh_l be necessary to provide moneys when needed to make payments _om such Funds. The
Truflee sh_l make all invegments in accordance with writ_n in.rubens &om any Authorized Representative

of the Authority. Moneys in any Fund or Account may be com_ned with moneys in any other Fund or Account
for the purpose of making such _ve_men_ in Inve_mem Securit_s.

In_re_ (n_ of that which represents a return of accrued _re_ p_d in connection with the purchase of
any inve_ment) earned on any moneys or _ve_mems in such Funds and Account. other than the Con_rucfion

Fund, the Arbitrage Rebme Fund and the Debt Service Reserve Fund, sh_l be paid into the Revenue Fund as
and when recoved, ln_re_ (net of that which represen_ a raurn of accrued imere_ paid in connexion with the
purchase of any investment) earned on any moneys or investments in (i) the Debt Service Reserve Fund sh_l be

p_d into the Arbitrage Reb_e Fund or the Surplus Fund, (ii) the Construction Fund sh_l be p_d to the Board

for deport in the Loc_ Wmer Fund quarterly, on the !5th day of each July. O_obeL January and April of each

E-C-22



Fiscal Year upon recdpt of a wilton request and a ce_ific_e of the Authority rel_g to the satisfaction of the
Cash Flow Req_rement and (iii) the Arbitrage Rebam Fund shall remain in such fund.

All Inve_ment Secufit_s acq_red with moneys in any Fund or AccounL including any Fund or Account

hdd by the Authority, shall be hdd by the Trus_e in pledge or by a Depositary as agent in pledge in favor of
the Tru_ee. (Section 514)

Additional Bond_ The Au_ori_ may issue Bonds from time to time wi_out _mitation as Io amount

except as prov_ed in the Resdmion or as spe_fied by law to generic funds suffioem to meet the Cos_ of

Wmer Pr_e_s, to make deposits in _e Funds and Accoun_ or to refund Ou_mn_ng Bond_ Bond Amicipation
Notes, Subordin_ed Indebtedness or om_anding bonds of _e City issued to pay the capital cos_ of the Sy_em.

All Bonds sh_! be _sued subje_ to the _rms, condi_oas and limitations e_abl_hed in the Res_ufion and _

one or more Seres as therein prov_ed.

Bonds shill be a_henfica_d and ddNered only upon the Trus_e's receipt oL among other Reins:

(a) a certified copy of the Supp_mentfl Res_ion authori_ng such Series;

(b) (i) in the case of the inififl Series of Bonds, an exec_ed copy of _e Agreement and the Lease;

and (ii) in the case of any subsequem Series of Bonds, an execu_d copy of any amendment or sup_ement

to the Agreement or _e Lease not _er_ofore delivered to _e Tru_ce;

(c) except in the case of Series of Bonds issued prior to July 1, 1986 and any Series of Refunding
Bonds _sued pu_uant to Section 207 of the ResCut_ a cenific_e of an Authorized Representative of the

Au_od_ setting forth (i) the Revenues for _ther of the la_ two full Fiscal Years immensely preceding
the Fiscfl Year in which such Bonds are to be issued and (iD the Aggreg_e Debt Service during such Fiscfl

Year for which Revenues are set forth pursuant to c_use (i) above _xdu_ng from Aggreg_e Debt Service

any Princ_ Installment or potion thereof w_ch was p_d from sources other than Revenues) and _) the
sum of the Operating Expenses and the Required Deposi_ for such _efiod, and show_g th_ the amount set
foah in (i) is _ iea_ equal to the sum of (x) an amount equal to 115% of the amoum set foah in (ii) and (y)
an amount equfl to 100% of the amount s_ forth in (iii);

(d) except in the case of the i_ti_ Series of Bonds under the Resolution and any Series of Refun_ng

Bonds issued pu_uant to Section 207 of the Res_ufion. a ceaific_e of the Consulting Engineer seuing foah
the pr_ecmd Operating Expenses for each of _e five _scfl Years following the Issuance of such Series of
Bonds (_us the Fiscfl Year in which such Bonds are issued);

(e) except in the case of the i_fifl Series of Bonds under the Resolution and any Series of Refun_ng

Bonds issued pu_uant to Section 207, a ce_ific_ s_ned by an Amhorized Representative of the Authority
seuing fo_h the esfima_d Req_red Deposits for each of the five Hscal Years follow_g the issuance of

such Series of Bonds (plus the Fiscfl Year in wh_h such Bonds are issued); and

(_ except in the case of _e initial Series of Bonds under the Res_mion and any Series of Refunding

Bonds issued pu_uant to Section 207, a ceaifieme of the R_e Consu_ant (i) setting forth the estim_ed
Revenues for each of the five Fiscal Yea_ fo_ow_g the issuance of such Series of Bonds (_us the Fiscfl
Year in w_ch such Bonds are issued) a_er _ving effe_ to any increases or decreases in ra_s, _es and

charges proje_ed for such Fiscfl Years and (ii) showing for each such Fiscfl Year that _e e_immed
Revenues for such Fisc_ Year will be at lea_ equ_ to the sum of (A) 115% of the maximum e_immed

A_us_d Aggreg_e Debt Serv_e on all Bonds then O_an_ng _c_ng the Bonds to be issued, and (B)
100% of the sum of the projec_d Operating Expenses and Required Depofi_, as shown on the Ce_ific_e

of the Consulting Engineer dd_ered pu_uant Io paragraph _) above and the Ceaificme of the Authority
dd_ered pursuant to paragraph (O above, respectivd_ (Sections 204 and 206)

Refunding Bonds. One or more Series of Refund_g Bonds may be issued pursuant to Section 207 of the

Res_mion _ any time to refund any Ou_mnding Bonds provided th_ fi) estim_ed average annufl Debt Serv_e
on such Series of Refunding Bonds shall not exceed the average annufl Debt Serv_e on the Bonds to be refunded
and (ii) the maximum Debt Serv_e in any Fiscfl Year on such Series of Refunding Bonds sh_l not exceed the
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m_imum _ Se_i_ in My HscH Yew on _e Bonds _ _ _. HI as shown in a Cenifica_ signed by
an Au_odzed __ of _e Au_ori_ _d delivered to _e T_u_ prior to the au_enficafio_ _d

ddi_ of such Series of Reining Bonds. Reining Bonds shall _ issued in a ponc_al amoum _ffic_nL
wg_h_ wi_ oSer mone_ available _e_ to accom_ish such _n_ng and _: m_e _e d_im in the
Funds and Accoun_ mqui_d by _e _s of _e Sup_emem_ Reso_fioni_rifi _ such Bonds.
(_a_n 20_

_nd Anfldpafion No_. W_r _e Au_ori_ sh_l _ofi_ _e issuance of a Series of Bonds, the

Au_ori_ may, by _sdufio_ amhofi_ _e _sua_e _ _s (_d _new_s _O in a_c_ _ _ch Sen_

of Bonds. _e pfinc_ of and ime_ on such no_s and renew_s _f _ _ payab_ _m the p_e_ of
such no_s or _m _ p_ of _e she of _e Series of Bonds in amic_n of wh_h such no_s _ _u_.
The p_ of such Bonds may be _edg_ _r _e paymem of _e principal of and _ on such no_s and

any such _edge sh_l have a prio_ over any _her _edge of such p_ c_ed by _e R_ufion. The
Au_ofi_ m_ _so _edge _e Revenues to _e paymem of the ime_ on, _d su_ to S_on 707 of the

_1_, the pfindp_ of such notes. A copy of the R_dm_n of _e Au_ori_ au_ofi_ng such notes,

ce_ified by an Au_orized __ of _e Au_ori_, shall _ ddive_d _,_e Tmst_ _l_wing i_
_o_, _ge_ with such other in_ co_em_g such notes as _e Tm_ee may _asona_y _uesc

C_R Fa_l_. In connection wi_ the _ of _y Series of Bond_ _e Au_ori_ may o_fin or
cause to _ ob_n_ one or _ C_it _ _ _r paymcm of _ or a _on of the _p_
_lmem_ or Redemption _ _ inmm_ due _ m _mme due on such Bond_ pmd_ng _r _e pu_h_e of

such Bonds by _e issuer of such CmdR F_iliW or _ov_ing _nds _r _e pu_h_e of such Bonds by the
Au_ofi_.

The Au_ori_ may secure such C_dit Faciliw by an ag_emem _ _r _e pu_h_e of _e Series of
Bon_ _cu_d _emby wi_ _ch a_ems _ _e _m of inm_ m_h_ of _e_ni_ ime_ mamfi_ _

__ pm_fiom _ s_c_ by _e Amhori_ in t_ ap_a_e Sup_emenml Res_ufiom _e Au_ofi_
may _so in an agmemem _ _e issuer of such C_R _dl_ agree to _y._m_r_ such issuer _r
_oun_ p_d und_ _c _s of s_h C_t Fad_, mg_h_ wi_ inm_ _e_on _he "Reimbu_eme_
O_"_ pmvMe_ howcve_ th_ no Rdmb_mem O_ shMI be c_ed until amours _ paid
und_ such Credit _oli_ Any _ch R_mbu_emem O_gmmn _ "P_y Reimbu_emem O_g_") may
be s_umd _ a pledge o_ and a l_n on Revenues on a pafi_ with _e _en c_t_ by Se_n 501 of _e
Res_utiom U_n the paymem of _ under _e C_it Fad_ which paymem resuRs in the P_
Rdmbu_emcm O_g_ _m_ d_ and paya_ such P_ Reimbu_emem 0_ _Hi be _emed
to _ p_ of _e Series of Bonds to which _e Credit Fac_hy which gave rise to such Pari_ __
O_i_ _ams.

Any such C_dit Faci_ty sh_l _ _r the _nefit of and secure such Series of Bonds or _nion _e_oL _
specified in _e ap_a_e S_mM Re_fion. (Se_n 20_

__ and _e_ _e R_ufion pmv_ _at _e Au_ori_ _1 n_ issue _y _nd_ _ o_er
evidences of inde_edn_ o_er _an the Bonds, Bond A_ipmion Noms, Su_amd _de_edn_s and _
Reim_em_t _1_ s_ by a _ge of or _her lien on _e Revenues and sh_l not c_ate or cau_

to _ cmm_ _y l_n on such Revenues or on any amoun_ held by any _i_, under _e Resolution;
howeveh _e Amhori_ may: (i) issue notes paya_e _om _e p_ee_ of Bonds or o_er o_g_ions _r the
_e _ of the Au_ori_ paya_e or secured by Revenues derived on and a_er such dam as the _edge
of _e Revenues pmv_ed in _e Res_ufion is _h_ged and s_isfied _d (ii) issue _nds or o_er _l_s
_r _e co_e _ of _e Au_ori_ paya_e out of _ _cur_ by _e pledge of amoums in _e L_al
Wm_ Fund a_er smishcfion of _e C_h _ow Req_mem _r _e _en cu_m _scH Ye_ _d which mci_
on their hce _m such p_dge of s_d amoums is and shill _ in all _s_c_ _n_e to the pm_fiom of the
l_n and pledge c_amd by _e R_mmn. (_n _
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Agreement of the Stat_ In accordance with Secdon 1045-t of _e Act, the Amhofi_ agnes, for and on
beh_f of _e State, th_ the State will not alter or hmit the righ_ vexed by the Act in the Authority cr he Board

to fulfill the _rms of any ag_ement made wi_ or for the benefit of _e Bondho_er_ or in any way imp_r the

rights and _me_es of Bondhdde_, until _e Bond_ _ge_er wi_ _e in_ _e_o_ wi_ in_ on any
unp_d _lment of ime_, and _! co_s and expenses in conne_n with any action or procee_ng by or on
beh_f of such hdde_, are fully met and _scharged. (Section 711)

Autho_ty BudgeL The Authority shall, on or befo_ May 1. in each _sc_ Year. ado_ and file wi_ _e
Tru_e_ the Board and the City, a ceaified copy of he Authority Budget show_g _e e_im_ed C_h _ow

Requi_mem and the compone_s the_of (on a mo_y basis) for the ensuing _sc_ Year, _g_her wi_ any
_her information requi_d _ be set forth therein by _e R_ution or the Ag_eme_. Such Au_ofi_ Budg_

may set forth such add_n_ information as he Au_ori_ may determ_e or _ he Board or _e City may

_que_. If for any reason _e Authori_ sh_l not have adored the Au_ofi_ Budget befo_ such May 1, _e
Authofi_ Budg_ for he then cu_e_ Fi_ Ye_ _h_l be deemed _ be the Au_ofi_ Budget _r the ensuing
Fi_c_ Year until a new Au_ofi_ Budg_ is adored. The Au_ofi_ may _ any time ado_ an amended Amhori_

Budg_ for the then cu_ent or ensuing Fiscal Year, but no such amended Authori_ Budg_ shall supe_ede any

prior Budg_ until the Authori_ sh_l have filed wi_ _e T_mee, _e Board and the C_y a copy of such amended
Au_ori_ Budge_ Each moth the Amhofi_ sh_l _c_c_e the C_h _ow Req_me_. (Sec_ons 712 and
713)

Enforcement and Amendment of Agreement and Leas_ The Authofi_ sh_l enfo_e or cause _ be

enfo_ed the pro_ons of _e Ag_eme_ and the Lea_ and duly perform its covenants and ag_emems under
the Ag_eme_. The Authori_ will not consent or agree to or permit any _on of or amendme_ to or

_herwise take any a_ion under or in conne_n wi_ _e Ag_emem or _e Lease exce_ in accordance with
A_ X of the Agreemem of he Res_m_ (Se_n 714)

Supplemental Resdufion_ The Res_ufon permits the mo_ficm_n or amendme_ of the fig_s and
o_ns of the Au_ori_ and of the holde_ of he Bont_ thereunder by a Sup_eme_ Resd_ with the
wilton consent of the h_ders of two-_irds of the p_nc_ amoum o_ (i) the Bonds then Om_an_ng and (ii) in
case Jess _an _1 of the seve_] Sefi_s of Bonds _en Om_an_ng _e affec_d by the modification or amendment,
of the Bonds of the Series so affec_d and then Outs_nding; howeve_ if such modification or amendme_ will,

by its terms, not take effect so long as any Bonds of any specified like Series and m_uri_ _m_n Outstanding,
the consent of the h_de_ of such Bonds sh_l not be _qui_d and such Bonds shall not be deemed to be

O_an_ng for he purpose of modification; provMed no s_ch modification or amendme_ shall change _e _rms

of _demption, m_uri_ of princip_, in_Slmem of _s_ or _duce the princ_ amour, Redemption Price.
or _te of in_re_ withom the consent of the hdder of the affe_ed Bond, or _duce _e pe_enmges of consen_

_q_d _ effect any fum_ mo_fication or amendment.

The Amhofi_ may ado_ (witho_ the consent of any holde_ of he Bonds) supp_menml _solutions to
authorize addition_ Bonds; to add to the _fi_ns tom,ned in the Resolution upon he issuance of ad_t_n_

inde_edness; to add to he covenan_ of the Au_ofi_ commned in, or su_ender any fig_s _rved to or

con_ed upon it by, the Resolution; to confirm any pledge under the R_n of Revenues or _her moneys;
to p_rve the Feder_ tax exem_n of intere_ on he Bonds; or otherwi_ to modi_ any of the prov_ns of
the Res_ufion (bin no such o_ modification may be effective while any of he Bonds of any Series theretofo_

issued are Ou_mn_ng_ or _ cu_ any am_guity, sup_y any omi_n or _ co_e_ any de_ct in he Res_n

or _ inca such provisions clarifying m_ or questions arising under he Restrain as are necessary or
desirable, and are not con_ary to or inconsis_ wi_ the Res_n as _ere_ in ef_ or to prov_e for
ad_tion_ duties of the Tm_ee (prov_ed th_ the Tm_ee shall consent _ere_). (Aas. VIII and !X)

Defaul_ and Remedie_ The Resdufion prov_es th_ if one cr more of he fol_wing Even_ _f Debut

sh_l occu_ namely: (i) a debut in the payment of _e principal or Redem_ion Price of any Bond; (ii) a de_t

in paymem of any in_lmem of _ on any Bond; (iii) a de_ult by _e Au_ofi_ in the performance cr
observance of any _her of i_ covenant_ ag_emen_ or conditions in the Res_ufon _r a period of 45 days
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aher written notice the_o_ (iv) a defa_t under _e Ag_emem or the Lease by the Board cr the City for a peaod

of 45 days a_er writmn notice _ereo_ or (v) a filing of a petition for rdief under any Federal or St_e bankruptcy

or fimilar law by the Authority; then, upon _e happe_ng and continuance of any Event of Defauh, the Tru_ee

may, and upon the wilton request of the h_de_ of not less than a m_ority in principal amoum of the Bonds
Profaning the Tru_ee shall declare the pfincipfl and accru_ imere_ on all the Bonds then Omsmn_n_ due
and payable immediacy subje_, howeve_ to resc_s_n of such declar_ion and ann_me_ of the result upon
the remed_ng _ereo£

The Authority covenants th_ upon the occu_ence of an Event of Default, the books of record and account

of the Authority shill at all times be su_eo to the inspection and use of the Trus_e and of im agents and
attorneys and that, upon demand of the Tru_ee, the Authority will accoun_ as if _ were the tru_ee of m_express
true, for all Revenues and other moneys, .securities and funds p_dged or hcld under the Resolution tbr such
period as shall be _med in such demand.

Upon demuR, t_ Trus_e may p_d to p_e_ and entree its rig,s and the fig_ of _e h_de_ of the
Bonds under the R_ut_n _nhwith by a suit or sui_ in equity or at law, whe_ _r _e spe_ pe__

of any covenant the_in comfined, or in _d of the execution of any power therein gmn_ or _r an accounting
agfin_ the Authoriff _ if _e Authori_ w_e _e tm_ _ an exp_ trust, or in the.en_ement of any o_r
leg_ or equhab_ right as the T_s_ _ng advised by counsel, shall deem most e_l to cn_e any of its

rights or m _ any of its dut_s under the R_m_ During the continuance of an Event of De_
Revenues shill _ aphid first, to the __ and p_p_ cha_ and _ of the _s_e; _en (unless

the principal of fll of the Bonds shill h_e _en _cl_d paya_ to the payment of fll unpaid in_ _a_y,
and then to unp_d princ_fl or Redem_n _ce, _a_y; and if all of _e prin_p_ of the Bonds shall be due
and paya_e, to _e payment of unpaid principal and im_e_ wi_o_ p_nce or priori_ of imere_ over

princ_, princ_al over in_re_ or of any Bond or m_fllmem over _y other Bond or in_fllme_ without any
• _fi_n_ or p_nce. No Bondh_d_ has any right to in_im_ suit to en_e any pmvis_n of _e
R_n or the execut_n of any _st the_und_ or _r any _medy _ereundeL un_ss the T_sme has been
required by the holders of at least a m_ofi_ in pfincip_ amoum of the Bonds to t_e such action and has been

o_d adequ_e _curi_ and indemm_ _d has _iled to commence such suit in _e mann_ pmvi_d in the
R_ution. _e right to _poim a _mum_ t_ under Se_n 1_5-p of the A_ is expre_ly abmg_ed.

Defeasance of Bonds Other than Variable Rate or Option Bonds. Any Outstanding Bond shill prior
to the m_ufi_ or redemption dine the_of be deemed to have been pa_ and sh_l cease:to be ent_d to any lien,
benefit or security under the Resolution if (i) in the case of any Bonds to be redeemed prior to thor mmurity, the

Authori_ shall have given to _e Tru_ee i_evocab_ _structions acceded in writing bY the Tru_ee to punch
on such dine the notice of redemption the_for (other than Bonds pu_hased by the Tru_ee prior to the
publ_ation of the notice of redemption_ (ii) there shill have been deposited with _e Tru_ee either moneys in

an amount suffi_ent, or Defeasance O_ig_ions _e principal of and/or the interest on wh_ when due, wi_out
reinve_ment, will, as verified by the repo_ of a firm of nationMly recog_zed independent ce_ified pu_

accountant_ provide moneys whir, toge_er wi_ the moneys deposited shill be suffic_m, to pay when due the
principal or Redempt_n Price Of ap_a_e) and in_re_ due and to become due on said Bonds and (iii) in the
event said Bonds are not by thor terms su_e_ to redempt_n wi_in the next succeeding 60 days, the Authority

sh_l have given _e Trus_e i_evocab_ instru_ns to publish, as soon as pra_a_e, a notice to the holde_ of
such Bonds _at the deposit _qui_d above has been made with the Tru_ee and that said Bonds are deemed paid
in accordance with the Resolution and stating such mmuri_ or federation dine upon w_ch moneys are to be
av_la_e to pay the principal or Redemption Price, if ap_a_ on such Bonds (other than Bonds purchased by

• e Trus_e prior to the publ_ion of the notice of federation); prodded th_ any notice punched for Bonds
constituting less than all of the Out_an_ng Bonds of any mmurity wi_in a Series shall specify the t_r and
number or other _stingu_ng mark of each such Bond. The Trustee shall, _othe ex_nt nece_ary, ap_y moneys
to the reti_ment of sfid Bonds in amoums equal to the unsatisfied balances of any Sinking Fund ln_fllmen_
ther_o.
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The Tru_cc sh_l, if so direcmd by the Authori_ prior m Me mmufity dine of Bonds deemed to have been

p_d wh_h arc not to be redeemed prier Io the_ m_uri_ da_ or prior to Me publication of Me above notice of
redemption for Bonds deemed p_d and to be redeeme_ app_ moneys deposited with Me Tru_ee in respe_ of
such Bonds and redeem or sell Defeasance Obligations so deposited with the Tru_ee and purchase such Bonds
and the Tru_ee shMI immediately thereafter cancel Ml such Bonds so purchase_ prov_ed, howevc_ that the

moneys and De_asance Obl_ations rcm_Mng on deposit wiM Me Trus_e after Me purchase and cancdlat_n
of such Bonds shMl be suffic_nt to pay when due the PrincipM Installment or Redemption Price, if ap_a_
and imcre_ due or to become due on Ml Bonds.

Defeasance of Vadab_ Rate Bontis. The Res_n prov_es Mat for _c purposes of detcrmi_ng
whether Variable Rme Bonds shMI be deemed to have been p_d prior to _c m_uri_ or redemption date Mc_oL

by the deposit of moneys, or Defeasance O_ns and moneys (if any), _e inm_ due on such Bonds shall
be c_c_med at the maximum rate permitted; prov_ed, howeve_ Mat iL as a result of such Bonds having borne
imem_ at less than Me maximum rate for any period, Me totM amoum of moneys and lnve_mem Securities on
deposit with the Tru_ec for the paymcm of ime_ on such Bonds exceeds the totM amoum _qmred to be
depofi_d with the Tra_ee, Me Tru_ee shMI, if mque_ed by Me Authori_, pay the amoum in excess to the
Authority _ee and c_ar of any l_n or pledge securing the Bonds or otherwise existing under the Resolut_n.

Defeasance of Option Bon_is. Under the Res_io_ Option Bonds shall be deemed p_d in accordance
w_h Me Res_ution only iL in addition to sat_fying severM of _e requirements ap_icable to other than Variab_
Rme or Option Bond_ there shMl have been depo_md wiM the Tru_ec moneys in an amoum which shall be
suffic_nt to pay the ma_mum amoum of pd_c_M cf _nd p_m_m d_c, if any, and in_m_ on such Bonds wh_h
could become paya_c to the h_ders of such Bonds upon Me exercise of any options prov_cd to Me h_dcrs of
such Bonds; prov_e_ howeveL th_ if the options od_nM_ exercisable by Me holder of an Option Bond are no
longer exercisaN_ such Bond sh_l not be confidered an O_ion Bond. (Section 1201)
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_5 P_k Avenue

N_ _, NY 101_

Repo_ of Independent Audio.'

Membe_ of the Bonds

New York City Mun_ W_ F_ance Authority
and

New York City W_ Boa_

We have audhed the accompanying combined bEance she_s of the New York City Water and
Sewer Sy_em _he "Sy_em') as of June 30, 2000 and 1999, and the related comb_ed statemen_
of revenues, expenses and changes in retained earn_gs, and cash flows for the years then ended.
These combined finance statemen_ are the responsibility of the System's management. Our
responsibility is to express an opinion on these combined financial statemen_ based on our
aud_s.

We conducted our audhs in accordance with audRingstandardsgenerally accepted in the Unhed
States of Amer_ Those _andards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial _atements are flee of matedE mk_atement.

An audh includes examh_g, on a test basig evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting pfindples used and
fignificant e_imates made by managemenL as well &¢ev_uathg the overall finand_ sta_ment
presentation. We bel_ve that ouraudhs prov_e a _asonab_ basis forour opinion.

in our opinion, the com_ned financial sm_ments referred to above present fairly, in all material
respect_ the financial position of the New York City W=er and Sewer Sy_em as of June 30,
2000 and 1999, and the resuhs of ks operations and changes in reta_ed earnings and its cash
_ows for the years then ended in conformity with accounting principles gener_ly accepted in the
Uni_d States of Amer_

Our audhs were made for the purpose of forming an opinion on the comb_ed financial
statemen_ taken as a whol_ The supplementary inform=ion included in schedu_s I through IX
is presented for purposes of addhional analysis and is not a required part of the combined
financial statementg Such information has been su_ected to the auditing procedures applied in
the audi_ of the combined financial gatements and, in our opinion, is fairly presen_d in all
m_er_l respe_s in rehfion to the combined financ_l sta_ments as a whole.

O_ober 2_ 2000
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NEW YORK CITY WATER AND SEWER SYSTEM

Comffined B_ance Shee_

June 30. 2000 and 1999

(in _ousand_

Asse_ 2000 1999

U_ _a_ in se_ce. _ss a_umulated depm_
of$ _30_707 m 2000 and $ _986.940 _ 1999 (n_es 2.
5 and 7) $ _627.344 _550.064

Coati,on wo_-in-progress _196.302 2_55A74

12.823.646 12A0_5:38

Cu_e_ asse_
Unmstr_ed cash and cash equNa_s (note _ 8.734 35.854

Investmenffi _e 6) 3.425

Accounts m_vable: i
Billed. _ _wance _r un_l_e water a_ sewer
_i_b_es _ $29_658 in 1999 and $287.085 in 19_ 316.800 286.055
Untied 105.000 105.000

Receivable from _e C_y _e _ 47.140 69.673
Other 5_51 12

To_l cu_em asse_ 483.425 50_9

Restri_ed assets (notes 6 and 1_:
Cash and ca_ equ_e_s 874.851 509.507
Inve_men_ 98.333 499.594
Accrued i_em_ _ce_a_e 1.476 1.775

To_l _ed a_em 974.660 1_1_876

Deleted bond and finan_ng expenses 102.917 103.963

T_ asse_ $ 1_384.648 1_02_396

Liabilities and Equity

Long-term I_s:
Bondsand n_es paya_ _ss cuKe_ po_on

(n_e 9) $ _417_97 8_23_32
N_ _scou_ on bonds and no_s payab_ (331.84_ _36_88)
De, fred bond m_nding costs _ote _ _1_38_ _3_14_

I

T_al _ng-_m I_ms _87_569 8.04_095

Cune_ Ua_l_es:

Accou_s payab_ and accrued expenses 27.718 22.718
Revenues received m advance 67.798 80.262

Curre_ po_on _ bonds and n_es paya_e _e 9) 358.575 748.478

Payab_ _ _e C_y (no_ 8) 252.9_ 1 235.143
Re_nds paya_e to customem 15.375 14.500

T_ curm_ I_s 722.377 1.101.101

Total lia_li_es 9.597.946 9.150.196

Eq_:
Con_bu_d capital, n_ of _cated depm_ation (n_e 2) 4.571,775 4_96,778
Re_ed earnings 214,927 173,422

To_l equ_y 4.786,702 4,87_200

To_l I_l_es and equi_ $ 1_384,648 1_02_396

See accompanying notes _ co_bmed finano_ _=emen_.
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NEW YORK CITY WATER AND SEWER SYSTEM

Com_ned S_men_ of Revenue_ Expenses
and Changes in R_ained Earnings

Yearnended June 30, 2000 and 1999
(in thousand_

2000 1999

Operatingrevenue_
Water supp_ anddistdbu_on $ 610,949 583,394
Sewer col_ctionand_eatment 876,455 857,204

Otheroperatingrevenues 93,194 85,903

Total opera_ngrevenues 1,580,598 1,526,501

Operatingexpenses:
Operat_n andma_tenance (notes3 and7) 801,255 777,652
Pm_on for baddeb_ 89,062 103,960

Administrationandgeneral 10,092 10,879

Totaloperatingexpenses 900,409 892,491

Excessof operatingrevenuesoveroperating
expensesbeforedepreciationandamo_afion 680,189 634,010

Deprec_on andamo_=ation 347,055 380,023

Operating_come 333,134 253,987

Nonopera_ngrevenues(expenses):
Intere_ expense (49_747) (476_75)
Investment_come 70,478 81,465

Net Loss (89,135) (141,223)

Deprecia_on_located to contributedcapital(note2) 130,640 128,279

Retainedearningsat beg_ningof year 173,422 186,366

Reta_ed eam_gs at endof year $ 214,927 173,422

See accompan_ng notes to com_ned finanoal _atements.
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NEW YORK CITY WATER AND SEWER SYSTEM

Com_ned S_men_ of Cash Flows

Yearn ended June 30, 2000 and 1999

_n thousand_

2000 1999

Cash flowsflora ope_t_g a_viOes:
Operatir g _come $ 33_134 25_987

Adjustments_ mcond_ opem_ng _come _ net cash _ovided by (used in)
opemt_g a_ivit_
Depreciation and amon=ation 347_55 380R23
Pro_on _r bad dens 89,062 103,960

Changes m asse_ and _ab_fies:
(In.ease) _ receivab_s (119,807) (113,987)
Decrease (m_ease) in mce_a_e from _e C_ 22,533 (34,30_
Decease 0nc_ase) m _her asse_ (5_39) 965
Increase in payab_ _ _e C_y 17.768 36,296
In.ease _ecrease) m accou_s payab_ and accrued expenses 5,000 (95)
(Decrease) _ revenues receded m advance (1Z464) G,31_
In.ease (de_eas_ _ _nds paya_e _ cus_me_ 875 _,000)

Total a_ustmems 344.283 363,546

N_ cash prodded by operating a_i_6es 677_17 617.533

Cash flows _om capital and rotatedfinan_ng a_vit_s:
Proceeds _om issuingbonds, notesand other boKo_ngs, netof issue cos_ 1,515,293 1_84.953
Repayme_s _ bond¢ n_es and =her borro_ngs (1.112.623) _31,34_
In_m_ pa_ on bonds, n_es and _h_ boKo_ngs H81,94_ H64,31_

Acquis_on and constru_on _ ca_tal asse_ _39,07_ _22,471)

N_ cash used _ capit_ and _lated finanong a_s _1_34_ _3_18_

Cash flows from _ve_ng a_vities;
Proceeds _om sales and m=urities _ inve_men_ 503,019 1,00_812
Pumhases of investmen_ (98,333) (1,107 _51 )
In_m_ on _ve_men_ 74,468 83,604

N_ cash prodded by (used in) mve_ng a_ties 47_154 _16_3_

N_ _cmase _ecrease) in cash and cash equ_a_n_ 338,224 (231,882)
Cash and cash equ_a_ms, beginning_ year 54_361 777,243

Cash and cash equ_a_m_ end of year $ 88_585 545,361

__ _ _ and Cash Equ_a_ms Per _meme_ _ Cash Rows _ _e Bamn_ Sh_

Unm$ffic_d R_c_d _o_

Cash and _sh _s - _g_ $ _,8_ 5_ _,_1
_ m_ __ _7.12_ _5,_ 338,224
CasA _d _ _u_a_n_ - ending $ 8.734 874,851 883,585

_e _ am t_ _nca_ ca_ _d _ed fi_ng a_

• In_m_ e_nse _d_ _ a_ _ ca_l a_m_ _nds d_u_ in _e _,_=. _ _ in _
_d $1_547 _ 1999

• Cap_ e_ums _ _e amou_ _ $25_911 and $23_143 _d _n i_ b_ n_ pa_ at June 30, 2_0
a_ 1_9

• _e _em m_ cap_al assets of $5,637 in 2000 _d _,_9 in 1_9 _ich mpmsem cap_al _ed
_ _e _y.

_e accomp_g n_es _ _m_d fi_nd_ _eme_s.
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NEW YORK CITY WATER AND SEWER SYSTEM

No_s _ Com_ned _nan_ S_men_

June 30, 2000 and 1999

(1) Organ_afion

The New York Ci_ W_ and Sew_ Sy_em (the "Sy_em') pin,des w_ supply and
• s_bmio_ and _wage c_cfio_ tre_menL md dispo_l _r The Ci_ of New Yo_ (the
"Ci_. The Sy_em, _ p_med in the _compan_ng combined finano_ _emen_, began
op_ations on Ju_ 1, 1985 and is a joim operation co_isting of two _g_ _p_e and
independe_ entitie_ _e New York Ci_ Munic_ W_er F_an_ Au_ofi_ (_e
"Au_od_ and _e New Yo_ Ci_ W_er Bo_d (_e "Bo_d_. The Au_ofi_ is a publ_
benefit co_oration created in _co_an_ with the New Yo_ Ci_ Municipal Waler Hnan_
A_ _he "Act"), d_y ended into law _ Chapter 513 of the laws of 1984 of_e State of New
Yo_, _ amended by Cha_ 514 of _e laws of 1984 of _e St_e of New Yo_. The Bo_d
was c_ed by Chapter 515 of _e laws of 1984 of the State of New York. The Act

empowe_ _e A_hofi_ m i_ue bonds _ no_s _ finan_ _e co_ of ca_t_ impmveme_s
_ the S_m, and m _fund any and _1 outstan_ng bonds and general obl_ation bonds of
• e Ci_ i_ued _r w_ and _wer purposes. The A_ empow_s _e Bo_d _ le_e _e
S_m from _e Ci_ and _ fix and c_ m_s, _es, _ms and o_er ch_g_ _r the use o_
_ _r _i_s _m_he_ _nde_ _ made av_e by the Sy_em, to goduce c_h
_ffic_ to pay debt _e on _e Au_ofiW's bonds and to pl_e the Sy_em on a sel_
_smi_ng bails.

The phys_ operm_n and capi_l impmveme_s of the Sys_m _e per_rmed by the Ci_'s
Departmem of En_mnment_ Pr_e_n su_e_ m conuacm_ ageemen_ with _e
A_hofi_ and Bo_d.

_ _co_ance with Statement 14 of _e Governmental A_oum_g _and_ Bo_d (GASB),
• e Bo_d and the Au_ofi_ _e comMned _r gen_M pu_o_ e_emM _po_ng purposes
since the Bowd and _e Authofi_ _e fiscM_ ime_ependem. The Sys_m, in turn, is
included _r _po_ng purposes _ a _retdy p_sen_d componem unit in the City's
financial s_mems.

_) Summa_ of S_n_om Ac_unting Po_ies

The accompan_ng comMned finandM sm_mems of the Symem have been prepped on the
accruM basis of accounting. Revenues are recognized when earned and expenses _cog_zed
when _cu_ed. GASB Statement 20, "Accounting and _nancial Reposing _r Proprietary
Funds and Other Government Entities _M U_ Propri_ary Funds," pro_des proprietary
acti_ties wi_ a choice of amhofitmive gu_ance issued a_er November 3_ 1989. The
Sy_em has ele_ed m follow GASB pronouncemems exdusNdy afi_ thin dMe. O_er
fignificant accounting policies are:



NEW YORK CITY WATER AND SEWER SYSTEM

No_s _ Com_ned _nand_ S_men_

_) Continued

(a) lnv_tmen_ and Cash EqM_n_

_vestmen_ and ea_ eq_valents con_ princ_ly of _c_ities o(_e U_d S_s and
Rs agenc_ ce_fic_ of depose, and _p_cha_ a_mems wi_ matttri_ periods of
one ye_ or les_ and _e carried _ amo_ized co_, w_ch approximates f_r value. For
purposes of _e com_ned g_emems of c_h flows, _e S_m general_ considffs _l
_ghly liquid debt instruments pu_h_ed wi_ a m_uri_ of t_ee:months or less to be
c_h eq_v_en_.

(b) Restricted Asse_

Proceeds _om the i_uan_ of de_ and mo_es s_ _ide _r _e op_afion and
m_enan_ of_e Sy_em _e clas_fied _ re_cted by ap_ab_ bond inde_u_

(c) Bond D_count and Bond Issuance Cos_

Bond discount and bond i_uan_ costs _e amo_ized over _e li_ of _e r_ed bond

i_ue, using _e effe_e _eld me_od of amo_zafion _r bond _ount and _e swaight-
line me_od _r bond _an_ cos_.

Ufil_ _ant _ _c _q_md _ough pu_h_e _ in_mM construction is mco_cd _
co_ n_ of mfi_mem_ Comfibmed _li_ plant in _e is _eo_ed m i_ _fimatcd
hi_ofie_ eo_ b_ed on _p_s or o_er m_hods when _ofi_l co_ __ is
not av_N_ n_ of _p_o_. De_i_on is compmed _ing _e _g_li_
me_od b_ed upon c_immed use_l lives _ _l_ws:

Ye_s

Buildings 40-50
W_er supp_ and was_ water we_ment sy_ems 15-50
Water _stribufion and sewage collection sy_ems 15-75
Eq_pment 5-35

Deprecim_n on contfib_ed mility plato in service is _c_ed _ contrib_ed capital after
the de_rm_ation ofn_ income.
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NEW YORK CITY WATER AND SEWER SYSTEM

Not_ _ Comb_ed _nand_ S_men_

(2) Continued

M_enan_ and _p_ of _operty _e chM_d _ m_menan_ expe_e. Replacemems
and benermen_ _e recorded _ utili_ plant _ _ice.

(e) Operating gevenu_

Revenues _e b_ed on _ll_g r_es imp_ed by _he Bo_d based upon cu_ome_' w_er
and sewer usage. The Sy_em _co_s esfim_ed un_l_d revenue at _s ye_ end.

09 Deferred Re_nu_

Revenues _c_ved _ advance of_e p_riodto wh_h _ey rel_e Me de_ed and _co_ed
_ revenue when earned.

_ D_d Bond R@n_ _

De_ed bond _n_ng co_s _e_ _e _o_ loss i_ in adv_e
_n_n_ of o__g bonds. _ __ _ _e p_o_ of GASB _a_me_
23, "Accou_ing and _nan_ Reposing of De_ _d by P_e_ A_",
g_ns or losses _s_g _m debt _n_n_ _ de_ed and _o_d over the lesser of
• e _m_ng li_ of_¢ _d debt or _e li_ of the new debt.

In _an_ _ _e _e of _e Sy_em _om _e Ci_ _ _e BoMd, _e C_
_ans_ _s w_er and _we_lmed ph_ a_e_ _ _o_c_ cos_ n_ of
dep_ci_ and _1 _p_ _ cos_ _o _e Bo_ at Ju_ 1, 198_. Cap_
imp_veme_s finan_d by so_es _her th_ the p_ceeds of Au_o_ _venue bonds
_.g., capi_l g_ _ _co_ed _ addi6ons to _n_b_ _.

Ch_s in _n_bm_ _p_ _r _e fi_ai _Ms e_ J_e 30, 2000 _ 1999 Me _
_ows:

2000 _999
On_u_

Contfibu_d capitol, __g _M $ _696fl78 4,817,668
PI_ and eq_pmem _n_bmed 5,637 7,389
Dentition _d _ comfibmed capi_ (130,64_ (128_7_

_i_d _, end of y_r $ _571 _75 _96_78
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NEW YORK CITY WATER AND SEWER SYSTEM

No_s m Com_ned F_and_ S_men_

_) Continued

Cenfin reclasfificafions to _e 1999 figures have been made in o_er to con_rm to the
2000 com_ned finan_fl statement presentation.

_ Use of Estimates

The preparation of financial statem_ _q_s m_ageme_ _ make e_im_ and
_sum_ _ affect _e _po_ed amoun_ of _sels and Ha_l_ and __ of
confinge_ _ and 1_1_ _ _e d_e of _e financi_ _eme_s and _e _po_ed
amounts of revenues and expenses during _e _poning _od. Ac_ amoun_ co_d
• ffer from _e _fim_.

_) Finan_ng Agreement

The _nancing Ag_eme_ (_e "Ag_eme_") p_v_ _ _e A_hofi_ will issue bonds _
finance _e co_ of ca_l inv_tme_ in _e w_ and sew_ sys_m serv_g _e Cir. R _so
sets _h _e _nding pfiofi_ _r _e de_ _e co_s of the A_hofity, operating co_s of
the w_ and sew_ sy_em, and _e _mfl paymem _ the Cir.

(4) CumuMfive R_a_ed Earnings

At June 30, 2000 and 1999, the A_hofi_ had a cumulative defick o_.appro_ma_ $3,369
million and $2,959 mill_ _spectively, which amount is less than the app_ximme $3,584
million and $3,133 mi_on cumulmive r_ned earnings of the Bo_d m June 30, 2000 and
1999, _spective_.

_) Ufili_ Plant in Serv_e

Utili_ _ant in serv_e at June 30, 2000 and 1999 is comprised as follow>:

2000 1999
(_ _ousands)

B_gs $ 5,677 5_77
W_ sup_y and wa_e w_er treatme_ sy_ems 6,840,021 _643:97
W_ _fibmion and sewage col_ction sys_ms 6,955,100 _75_577
Eq_pmem 129,253 129,253

13,930,051 13_37_04
Le_ accumulated dep_ci_n _302fl07 3_8_940

$ .9.£27344 . _550_64
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NEW YORK CITY WATER AND SE_VER SYSTEM

N_ to Comb_ _na_! S_men_

_) lnv_tmen_, Cash Equ_a_n_ and Cash DeposiU

The W_ and Sew_ Gen_ Revenue Bond Resol_n @he "Resolution") au_oriz_ the
_ve_ment of bond proceeds. The g_d_es issued by _e Office of _e New Yo_ St_e
Comptroll_ and the Res_n es_ish _e c_fia _r permissible investmen_ of _e
Sys_m. In addition, _e Water Bo_d and _e W_ Au_ofi_ have investme_ g_d_
approved by _e_ _spective Bonds of Di_o_. The Sys_m may inve_ in Feder_
government o_ig_ns cr any sub_on or instrumenmli_ _co_ obl_ations of _e S_te
of New York or any _ubd_is_n _ instrument_i_ _e_of prov_ed _ _ey _e in _e two
_ghe_ _t_g c_egofies of a rating agency, banke_' acceptances or ce_ifica_s of depos_
(CD_ issued by a New York St_e commerci_ bank wi_ capi_l or su_|us in excess of $100
millio_ corporate securifi_ or commerci_ pap_ r_led highe_ by a _ti_g agency when
comp_ed _ sim_-type _c_itie_ or repurchase ag_eme_s _ _c collateralized by
o_ig_ns of_e Federal government.

Inve_men_ and deposi_ held by _e Sy_em _ June 30, 2000 and 1999 compri_d:

2000 !999

(in _ousandO

Unrestric_d cas_ cash eq_v_ems and
inv_tmems _lus ac_ued in_st) $ 8,734 39_79

Regficted c_ c_h equN_ems and
inve_men_ (plus acc_ed ime_) 974_60 1,010,876

$ 983394 _

This amount is compri_d o_
Carrying amount ofdepo_ 0nclud_ CD_ $ 4,803 243_07
Inv_tmems (plus accrued ime_s0 978,591 806_8

$ 983:394 _

Cash Deposits

The Sys_m _llows _e New Yo_ Ci_ Banking Commission de_gn_ions _r _e Sy_em's
bank depositories. The Comm_on consi_s of _e Com_l_ _e Mayor, and _e _nance
Commission_ and uses _depende_ bank rating agencies in part to assess _e finan_
soundness of each bank, and _e banking _lationsh_s _e under constant opemtion_ and
credfl _v_ws. Each bank in which _e Sy_em's c_h is deposi_d is _q_d to have i_
principal office in New York Sm_ and have capital _ock, surplus, and un_ded earnings
ag_eg_ing _ lea_ $100 mill_n. The Sy_em had $35.6 _ou_nd and $200 _ousand on
deposh at June 30, 2000 and 1999, _spe_e_, which were covered by Feder_ depo_
insurance.
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NEW YORK CITY WATER AND SEWER SYSTEM

•No_s to Com_ned _nan_al S_men_

(6) Continued

Investmen_

The Sys_m's investmen_ are categorized to _ve an in, cation of the'Iev_ of risk assumed
by the Sy_em _ year end. C_egory 1, _e _west risk, includes investmen_ th_ are insured
or re_ere_ or for which the securities are held by the Sys_m or i_ agent _ the Sy_em's
name. C_egory 2 in_udes un_su_d and um'e_stered investments for wh_h the securities
are held by the counterparty_ trust department or agent in the Sys_m_ name. C_egory 3, the
highe_ _s_ in_udes uninsured and unre_stered investments for which the securities are
had by the counterpart),,or by its tru_ departmentor agent but not in the Sys_m's name.

Inve_men_ (_u_ve of certain inve_ments reposed as cash eq_v_en_) he_ by the
Sy_em _ June 30, 2000 and 1999 were clas_fied as C_egory 1 invc_men_ and non-
c_egofized investment_ and are composed o_

C_egorzcd: 2000* 1999*
F_r' F_r

Cost V_ue. Cost V_ue

(_ thousands)

U.S. Treasury securities - -. 49,397 4_398
Federal agency issues $813,710 814)65. 647)23 649,514
Commercial paper - - 55,ggg 55,ggg
Repurchase agreemen_ 122,602 122,822 -

936.313 937_7871 753_08 754,800

Non-c_egodzed: '

Mutu_ funds - -. I 1,162 11,162
Guaranteed Investment Contact 40,803 40,803 40,803 49,803

4_803 40,803 51,965 .51,965

$977_I15 978.59b_ 805.173 _806.765

*Includes $878,783 at cost and $879,345 at market (2000) and, $302,154 at cost and
$302,154 at market (1999) of inve_ments reposed as cash eq_v_en_.
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NEW YORK CITY WATER AND SEWER SYSTEM

No_s m ComMned _nand_ S_men_

(7) Lease Agreement

T_ Board is party _ a _n_e_ lease We "Lease") _th the C_, w_& _ms_ _1 the
w_ _d _w_ _l_ed m_ md _rmnfl pm_ _ the Board _r the m_ of the _e. _e
_e _ _mmenc_ _ _ 1, 1985 _d __ _fil the _ _ fo_ieth anniversary
of the _mmencement of the le_e or _e dine on w_ch _1 bonds, notes or other _l_s

of the Authofi_ are p_d in _11 or pmv_ions _r such paymem hwe been made p_suant to
_e __ _ i_tntm_. _e lease gofi_s _ p_m_ m the C_ _ _r the
_lowing:

(@ an amount suffic_m _ pay the ¢o_ of administrat_ m_menance, _p_r and opemt_n
of the leased property, which includes overhead eo_s _curred by _e Ci_ attributable to
the leased property, net of the amount of any Feder_, Sure, or other op_ming gran_
received by the Ci_;

(_ an amount suffic_m to reimb_ the Ci_ _r capit_ cos_ _curred by the Ci_ _r the
con_m_n of capi_l imp_veme_s _ the leased property which are n_ p_d _
_imb_d _om any oth_ mu_ _ the ex_ mqu_d by the Ci_;

(_ _ amount _ciem m p_ _e _ _mh_ _i_s pm_d by the CiW;

(_ an amount _ent m p_ the cost of _g_ _ pmv_ed by _e Ci_;

_ an amo_t _dem m mimb_ _ C_ _r _e _ of _ _s of any _ o_c_
and _plo_e _o_d_ _ a __ _ p_-fi_ b_s _ the Bo_; and

(0 the amount of any reconcil_fion payment, as defined.

In add_ion to the paymems described above, the Board pays rent to the City to the extent
requemed by the City in each fiscfl year in an amount not to exceed the greater of (a) the
principfl and intere_ payab_ on general obligation bonds issued by the City for water and
sewer purposes ce_ified by the City to be pMd within such fiscM year or (b) 15% of principal
and intere_ payable on the bonds of the Authority to be pfid within such fiscal year. After fll
amounts ce_ified by the City have been paid and MI other required paymen_ have been
made, any surplus funds received by the Board in the current fiscal year are to be placed into
the BoarCs general account in the operating and mfintenance reserve fund.
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NEW YORK CITY WATER AND SEWER SYSTEM

No_s to Combined F_an_ Sta_men_

A summary of operation and m_n_nanee ¢×pen_s _ June 30, 2000 and 1599 is as fol_ws:

2000 1999

(_ thousand_
Wa_r transmission and _strib_n $ 22_66 233,221
Sewer co_ecfion sy_ems 31_980 300A06
Ci_ agency suppo_ co_ 3_,967 31,879
Fringe benefi_ 64,923 58,950
Judgme_s and claims 7,844 5,330

650.780 629,786
Rental paymen_ to _e Ci_ 150_75 147,866

$ 80t:255 777_52

(8) Payable to and Rec_vab_ _om the Ci_

As of June 30, 2000 and 1999, _1 constru_ion work-in-progre_ recorded by _e Sy_em,
which has not been reimbursed _ _e Ci_, has been recorded as a paya_e to the Ci_, net of
the amount of any S_ or Fede_l capital grants received by the Cir.

As of June 30, 2000 and 1999, _e Sys_m had a _c_va_e _om _e Ci_ for overpayme_ of
operations and m_enance expense_

(9) Bonds and Notes Paya_e

The Au_ori_ issues _venue bonds to finance a potion of the cos_ of the capit_ _novation
and improvemen_ program _ the Sy_em, _ fund certain _serve_ _ pay cos_ of i_uance
and _ advance _fund certain ou_tanding principal amoun_ of bonds.

Bond_ notes payable, and cornmerci_ paper comprise the fol_wing for _e ye_ ended June
30, 2000:

B_ance _ B_ance _

On thousands) June 30,1999 Issued Retied June 30, 2000

1987 Fiscal Series A - 5.00% to 7.00%

Seri_ and Term Bonds mmuring in
varying _s_llmen_ through 2017 $ 69,690 - - 69,690

1987 Fisc_ Seres B - 5.00% to 7.90%

Serif, and Capi_l App_d_n
Bonds m_udng in varying instalb
ments through 2017 13,255 - - 13,255

1989 Fiscal Series B - 5.75% to 7.50%

Serif, Term, and Capital App_oation
Bonds m_udng _ varying _s_ll-
men_ through 2013 6,506 - 4,551 !,995
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NEW YORK CITY WATER AND SEWER SYSTEM

No_s _ Comb_ed _nanc_l S_men_

(_ Cont_ued
B_ance _ B_ance _

June 30 1997 Issued R_i_d June 30, 2000

1990 Fiscfl Series A - 6.00% to Z375%

Sefifl, Term, and Capital Appreciation
Bonds m_uring in varying _all-
men_ through 2019 _628 _628

1990 Fiscfl Series B - 6.70% _ 7.60%

Serifl and Term Bonds mmur_g _
varying _smllmen_ through 2020 132,070 - 6,390 125,680

1991 Fiscfl Series B - 6.00% to 7.25%
Seri_ and Term Bonds

m_uring in varying _fllmen_
through 2012 51,165 - 12215 38,950

1992 Fiscfl Series A - 5.30% to 7.10%

Serial and Term Bonds mmuring in
varying _stallmen_ through 2021 182,945 2,705 180,240

1992 Fiscal Series B - 5.20% to 6.875%
Sefifl and Term Bonds

minuting in varying in_fllmen_
through 2014 56,338 - 12,915 43_23

1993 Fiscal Series A - 3.10% to 6.15%

Sefifl, Term, and Capital Apprecia-
t_n Bonds m_ufing in varying
installmen_ through 2020 1,053,165 - 15_65 1_38,100

1993 Fiscfl Series C - A_u_ab_ m_
Term Bonds minuting 2022 100_00 - - 100_00

1994 Fiscfl Series l - 3.00% to 6.00%

Serial and Term Bonds m_uring
in varying in_fllmen_ through 2015 542_74 43,750 498,724

1994 Fisc_ Series B - 4.625% _ 5A0%

Fixed Rate Bonds m_ufing in
varying in_lments through 2008 655_80 - 50,630 604_50

1994 _scal Series C - A_us_e
R_e _rm bonds minuting _ 2023 200,000 - - 200_00

1994 Fiscfl Series D - Auction

Rate Bonds minuting in varying
in_fllmen_ through 2013 83,500 - - 83,500

1994 Fiscfl Series E -

Inverse Rate Bonds, m_uring in
varying in_lmen_ through 2013 83,500 83,500
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NEW YORK CITY WATER AND SEWER SYSTEM

Not_ to Comb_ed _nan_ S_men_

O) Continued
B_ance at B_ance _

June 3_, 1999 Issued Retired June 30, 2000

1994 Hscal Series F - 4.75% m 6.00%

Seri_ Bonds maturing in varying

_stallmenu through 2021 212,950 675 212,275
1994 Fisc_ Series O - 5.50% to 5.678%

A_ustabl_ Auction and Leveraged
Revere R_e Bonds maturing _

varying _lmen_ through 2024 205,000 - 205,000
1995 Fisc_ Seres A- A_ustable

Rate Term Bonds maturing in varying
installmen_ through 2025 216,700 - 216,700

1995 Fisc_ Seres 1 - 525% to 6.875%

Sefi_ and Term Bonds mattmng in

varying in_lments through 2016 56_56 5,132 50_24
1996 Fisc_ Series l - 4.3% to 6.00%

Sefi_ Bonds maturing in varying
installmen_ through 2017 101,790 - 4,115 97,675

1996 Fisc_ Seres 2 - 2.95% to 5.20%

Seri_ Bonds maturing m varying
installments through 2017 25,875 - 1,125 24,750

1996 Fiscal Seres 3 - 3.60% to 5.85%

Sefi_ Bonds maturing m varying
ins_llmen_ through 2015 40,205 - 1_65 38,740

1996 Fiscal Seres A - 4.1% to 6.00%

Sed_ Bonds mattmng m varying
in_lmen_ through 2009 238,740 9,410 229,330

1996 Fisc_ Seres B - 5.75% to 6.25%

Seri_ Bonds matunng m varying
installmen_ through 2026 520,100 520,100

1996 Fisc_ Series C - 4.2% to 5.75%

Sefi_ Bonds matunng m vary_g
_lments through 2012 77,900 - 295 77,605

1997 Fisc_ Series A - 4.85% to 6.00

Sed_ Bonds maturing m vary_g
_smllmen_ through 2026 365,125 365,125

1997 Fisc_ Seres B - 5.50% to 5.75%

Serial Bonds matunng m varying
Insmllmen_ through 2029 700_00 700,000
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NEW YORK CITY WATER AND SEWER SYSTEM

Not_ _ Comb_ed _nan_ _emen_

(9) Continued

B_ance _ B_ance m
June 30, 1999 Issued Retied June 30,2000

1998 Fisc_ Series 1 - 4.00% to 5.35%

Serial Bonds m_unng in varying
in_lments through 2017 42,465 1,480 40,985

1998 Fisc_ Series 2 - 4.00% to 6.00%

Sefi_ Bonds matunng in varying
instalments through 2019 108,420 3,389 105,031

1998 Fisc_ Series 3 - _30% _ 6.00%

Seri_ Bonds m_ur_g _ varying
msmllmen_ through 2016 450,035 - 450,035

1998 Fisc_ Series 4 - _0% to 5.20%

Sefi_ Bonds m_unng _nvarying
insmllmenm through 2018 15,179 644 14,535

1998 Fiscal Series 5 - 4.61% to 5.10%

Seri_ Bonds m_unng m varying
mstallmen_ through 2019 286,790 2,985 283,805

1998 Fisc_ Series 6 - 4.70% to 5.10%

;efi_ Bonds m_unng _nvarying
ln_Imems through 2019 18_69 647 18,022

1998 Fisc_ Series A - 4.25% _ i.125%

Sefi_ Bonds m_unng m varying
mstallmen_ through 2022 283,850 - 283,850

1998 Fisc_ Series B - 5.125% to 5.25%

Seri_ Bonds m_urmg _nvarying
instalments through 2030 449,525 - 44_525

1998 Fisc_ Series C - 4.00% to 5.125%

Seri_ Bonds matunng _nvarymg
_m_lments through 2021 88,075 240 87,835

1998 Fisc_ Series D - 425% _ 5.00%

Seri_ Bonds mmuring m varytng
in_lments through 2025 397,120 2_85 394,135

1999 Fisc_ Series 1 - 4.00% _ 5.25%

Sefi_ Bonds mmunng tn varying
m_lments through 2020 118,583 - 3,462 115,121

1999 Fiscal Series 2 - 4.00% to i.25%

Seri_ Bonds m_unng m varying
_stallmen_ through 2020 158,203 372 157,831
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NEW YORK CITY WATER AND SEWER SYSTEM

Notes to Comb_ed F_an_ S_men_

(9) Continued
B_ance at B_ance at

June 30, 1999 Issued Retired June 30, 2000

1999 Hscal Series A - 4.75% to 5.00%

Serial Bonds minuting in varying
_stallmems through 2031 301,470 - 301_70

1999 Hscal Series B - 3.80% m 5.25%

Sefi_ and Capital App_oation Bonds
maturing _ varying
insmllmen_ through 2020 245,865 - - 245,865

1999 Fiscal Seres C - 5.00% to 5.75%

Sed_ Bonds mmuring in varying
_stallmen_ through 2001 8,770 4,145 4,625

2000 Fiscal Series A - 5.50% to 5.75%

Sefi_ Bonds mmuring in varying
insmllmen_ through 2032 - 275,735 275fl35

2000 Fisc_ Series B - 6.00% to 6.50%

Seri_ Bonds minuting in vary_g
installmenm through 2033 - 323,730 323,730

2000 Fisc_ Series C - A_ustable
Rate Term Bonds maturing _ 2033 - 107,500 107,500

2000 Hsc_ Series 1 - 2.56%

Divot Loan m_uring in 2022 - 286,801 945 285,886
2000 Fisc_ Series 2 - 3.80% to 5.96%

Seri_ Bonds maturing in vary_g
installmen_ through 2020 - 12,689 400 12289

Commerci_ Paper Series 1 - Variable
Ra_, Sho_-term Roll_g Maturi_
Backed by L.O.C. 20_000 - _0,000 -

Commerci_ Paper Series 3 - Variab_
Rate, Sho_-_rm Roll_g Mm_i_
Backed by L.O.C. 75,000 - - 75_00

Commerci_ Paper Series 4 - Variab_
Rm_ Sho_-term Roll_g M_uri_
Backed by LO.C. 125,000 - - 125_00

Commerci_ Paper Series 5 - V_iab_
Rate, Shod-term Rolling Maturi_
Backed by L.O.C. 200,000 - 200,000 -

To_l debt payable $ 9,371,710 1_06_55 601,793 _77_372
Curre_ potion of bonds and

no_spayab_ . 748,478 5_15 _95,318) 358,575
Bonds and notes paya_

less current po_ion $__8_23_32 1_01_40 _ _417397
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NEW YORK CITY WATER AND SEWER SYSTEM

N_ _ Comb_ed _nan_ _emen_

(9) Continued

With _spe_ to _l _efie_ the Board has agreed _ m_nmin r_es and charges _ prov_e
_venues _ levds suffi_ent _ pay pfindpfl and _ req_me_s as well as 1omeet
certain debt serv_e coverage and operating co_ fun_ng mq_ments. All series are spe_fic
o_ig_ns of the Authofi_ payable sole_ _om and secured by a pledge of and l_n on _e
gross revenue of the Sy_em, as defined.

Certain bonds issued by the Authofi_ _voNe _e concurrent _suance of _ng-_rm variab_
rate securities th_ are matched with long-_rm floating rate securitie_ These o_ation_
taken _gether as a who_, _eld a fixed rote of ime_ _ fll times. These securities have
been issued to ac_eve a lower p_vfi_ng fixed r_e of _ _ rdation to _aditionfl fixed
mte bonds.

During 2000 the Authofi_ debased $41.8 mill_n of ou_and_g bonds with $40 mill_n of
current _venue. During 1999, the Authofi_ issued $2592 m_l_n of bonds to advance
_fund $213 mill_n of outstan_ng bonds. The advance _fundings res_ted in an accounting
grin of $729 thousand and a loss of $17.1 mill_n for the years ended June 3_ 2000 and
June 30, 1999, respectively, the Authofi_ _ effect _duced ks aggreg_e debt service by
appro_m_dy $56.6 million and $143.9 miH_n _pe_Ne_, and obt_ned an economic grin
of $1.8 mill_n and $100.8 m_n _pective_.

The Au_ofi_ has debased cumdatively $4.129 b_n and $4.087 _ll_n of out_an_ng
bonds as of June 30, 2000 and 1999, _spectivd_ by _acing proceeds of refunding bonds
issued in an i_evocab_ escrow account _ pro_de for fll future debt serv_e payment.
Proceeds were used to purchase U.S. Government Secur_es th_ we_ _aced in the
inevoca_e escrow accounL The _vestme_s and fixed eam_gs _om the
investmen_ are suffic_nt _ ful_ service the debased debt until _e debt is cflled or
m_ured. Accordin_ the escrow account asse_ and fia_liw for the debased bonds a_ not
included in the Amhofi_'s finandfl _ements.

As of June 30, 2000 and 1999, $2.702 _ll_n and $2.435 billion of the defeased bonds
_specfivdy had been _fi_d _om the asse_ of_e escrow accou_s.

De_ serv_e _q_ments _ m_ufi_ _ June 30, 2000 are as follows:

Ye_ en_ng June 30 Pfinc_ Interest Tort
(in _ousand_

2001 $ 358,575 502,993 861,568
2002 170_92 494_38 664)30
2003 181_86 485A98 667_84
2004 191,875 475,924 667fl99
2005 208,869 465,656 674,525

The_afier until 2033 _66_575 6_79_80 15_44A55
Total $ _77&372 _30%389 19_8036_1_..
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NEW YORK CITY WATER AND SEWER SYSTEM

Not_ _ Com_n_ _nan_ S_men_

(1_ Segment __

_e Sy_em is comprised of_o e_s, _e W_r _ri_ w_h issues bonds _ fin_ce
• e _ _c_ im_oveme_s, _d _e W_r _ wh_h l_s _e Sy_em _m _e C_
_d fix_ _d col_c_ _es, _ _d o_ _s _ _e _e of _e _em.
Se_e_ __ _r _e entities _ of J_e 30, 2000 is as _o_:

New Yo_ C_ N_ Yo_ Ci_ M_p_
W_ Bo_d Wm_ F_ A_ofiW

(in _
TotM O_ng R_s $1 _3_862 45,736
D__ _d __ 326_01 20A54
Mcome _om O_r_s 316,366 16,768
N_ _me _ 320,305 _0_44_
_li_ Pl_t In Se_e Add_om 403,882
Ufili_ Pl_t in Se_e De,flora 10,835 -
_ _ _abilifi_ 5,18_710 8_75969
_ Equi_ 8,155A01 0 _68_9_
N_ Wo_ng C_i_ 394,259 _74_3_
_t_ Asse_ 13A 19,522 6,145,836

(1I) R_tfi_ed A_s

Certain c_h and investment, Ous accrued _, of_e Sys_m _e ._e_fi_ed as _ows:

2000 1999

The Bo_d (in _ousands)

Operation and m_enance _e
account $ 118,196 116_43

Operation and m_menance mm_e
general account 10 10

118_06 116253
The Au_ofi_

Revenue fund 124,712 32,803
Debt serv_e _se_e fund 580,775 i540,511
Construction fund 144_66 321,309
Arbi_age _b_e fund 6,501

856_54 894,623

$ 97_660 1_1_87_
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NEW YORK CITY WATER AND SEWER SYSTEM

No_s to Comb_ F_anc_! S_men_

The opemt_n and mfinten_ce _e _count is e__d _ a _fim_ m ho_ _e
_emtions _d m__ _se_e _M _ _q_d _ _e Ge_ral Bond Resolutiom R is
requi_d to h_d on_fix_ of_e _erati_ expenses _ s_ _rth in _e annufl budge. R is
fun_d through the c_h mc_pB of_e Bo_d. The o_r_on _d m_nten_ce _e
general _count is esmblish_ _ a dep_o_ m hold fll excess _nds of _e Bo_d after fll
_gfl_ m_d_ trans_ have b_n m_e. R is _fi_e _ m_t _y deficienci_ in _e
flow of fun_ _du_ de_ _e _d altem_ c_ _ us_ _ a fin_c_g _ce _r
capital _nditur_.

The revenue fund is e_abfished as a deposito_ _ fund _e debt se_ice, Au_ofi_ expens_
debt serv_e _serve and _age funds. R is funded through cash _ans_ _om the W_er
Bo_d. The debt serv_e _rve fund is establ_hed as a deposito_ _ ho_ _e maximum
annual de_ serv_e _quiremem _r the next curre_ or any _ture fi_ ye_. R is funded
through _venue bond proceeds and the revenue fund. The debt _e fund is _blished as
a depofi_ _ pay fll pfinc_fl and _ payme_s on the Authofi_'s den _r the curre_
fiscfl ye_. R is funded through the revenue fund. The con_ruetion fund is es_blished as a
deposRo_ to pay fll capital construction eos_ ineu_ed by the Ci_ and _imbu_ed by the
A_hori_. R is funded through _e p_ceeds of bond and no_ sties. The _bRmge _b_e
fund is e_ablished m prov_e _r _bitrage _bme paymenm to the U.S. Department of
Treasury. R is funded through the revenue fund.

(1_ Comm_men_ and Contingenci_

Con_ru_n

The Sy_em has co_mcmfl commitments of app_m_dy $2.389 and $2.319 _ June 30,
2000 and June 30, 1999, m_e_Ne_, _r w_ _d _w_ proje_

Confingen_

_ _co_ance wi_ _e lea_, _e Bo_d is _q_d m _imbu_e _e Ci_ _r any judgmem _
_ffiemem paid by _e Ci_ aris_g om of a _a clfim m _e exam _m _e CiW's fiabiliW is
_l_ed m capi_! imvovemen_ and the op_ation _ mfimenan_ of _e Sy_em. Howeve_
in no event shill the payme_ made to _e Ci_, in any fiscfl ye_, exceed an amount equfl _
5% of the aggmgme _venues _own on the last _-end audRed finan_fl _atemen_ of _e
Sys_m. In add_o_ the Sys_m is _q_d _ _imb_ the Ci_, m the e_e_ _que_ed by
• e Ci_, _r the paymem of any judgmem _ _emem _ising om ofa conUa_ clfim wi_
respect _ the construction of capi_l impmvemems. _ ad_fion, the Ci_ h_ aged, subje_
_ certain conditions, _ indemni_ _e Au_ofi_, _e Bo_d and _eir stuffs ag_n_ any and
all lia_li_ in connection wi_ any _t done or om_ed in _e ex_ci_ of thek pow_s w_ch
_ taken or omiued in good _ith in pmsuance of _r purposes under the AcL Currently, the
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NEW YORK CITY WATER AND SEWER SYSTE M

No_s _ Com_ned _na_ial S_men_

Ci_ is a de_ndant in a significant number of lawsui_ pertai_ng _ the System. The
litigation _dudes, bm _ not _mited to, actions commenced and claims _se_ed agfinst _e
Ci_ aris_g o_ offl_ged _rts, fl_ged breach_ of conWact, condemnation procee_ngs and
other _leged _ations of law. As of June 30, 2000, the po_i_ _ture l_li_ attributable
to the Sy_em _r clfims ou_tanding ag_nst the Ci_ was esfimmed to be $ 8.2 miH_n. This
amount is included in the CiD's General Lon_Term O_m_ns Accotmt G_up. The
po_mifl _ture liabi_ is the Ci_'s be_ estim_e based on av_la_e in_rmation. The
esfim_e may be _vi_d as _rth_ in_rmation is o_fined and as pen_ng cases _e l_gated.

A_itrage R_a_

To mfintain the exemption from Federal _come tax of in_re_ on bonds i_ued subsequent
_ January 1, 1986, the Sys_m will fund amoun_ _q_red _o be _bmed to the Federal
Government pursuant to Section 148 of the In_rnfl Revenue Code of 1986, as amended ("the
CodeD. The Code _q_res the payment to the Unked States T_asury of the excess of the
amount earned on _l non-purpose oNig_ions over _e amount thin would have been earned
if the gross proceeds of the issue we_ _,e_ed m a rate equfl 1o the _e_ on the issue,
together with any earnings attributable to such excess. Construction funds, debt serv_e funds
or any other funds or accoun_ funded with proceeds of such bonds, incl_ding eaming_ or
_edged to or expec_d to be used to pay inte_ on such bonds are su_e_ to this
_q_ment. _sues with _spe_ to wh_h fll gross proceeds are expended for the
govemmentfl purpose of the issue within six months after the date of issue and debt service
funds with annu_ gross earnings of less than $100,000 are exempt from this req_rement.
Payment is to be made after the end of the fifth bond year and after every fifth bond year
the_a_eL and within 60 days after refi_ment of the bonds. At June 30; 2000 and 1999, the
Sy_em has ac_ued $3.7 million and $0 for such liabili_.
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Schedu_ I

NEW YORK CITY WATER AND SEWER SYSTEM

Com_ned Schedu_ of Cash Rec_pts and D_bursements

Years ended June 30, 2000 and 1999
(in thousand_

2000 1999

Cash rec_pts:
Water sup_y and_fibu_on and sewercollection

andVeatment $ 1,326,802 1,279,729
Otheroperatingrevenues 47,458 40,075
Revenuesreceded _ advance 42,882 54,386
Investmentincome 74,468 83,604
Subsidyincome 45,736 45,828

T_ cash rece_ 1,537,346 1,503,622

Cashd_bu_eme_
Operationandm_n_nance 777,025 814,316
Administrationandgeneral 10,018 10,836
In_m_ paymen_ 481,945 464,319
Amoun_ refunded_ cu_ome_ 15,375 14,454

T_al cashd_bu_emen_ 1,284,363 1,303,925

Excessof cashmc_s overcash _sbu_eme_s
be_re finan_nguses 252,983 199,697

Finan_ngsouses (uses):
Proceeds_om bondand notesales,netof issuanceco_s 1,515,293 1,284,953
Inve_me_s 38,531 162,150
Cons_uc_onpaymen_ (721,305) (786,175)
Repaymentof bondsand notes I1,112,622) _831,34_

T_al finan_nguses 1280,10_ (170A1_

Excess_eficiency)of cash receip_ overcashd_bumeme_s (27,120) 29,282

Un_strictedcashandcash equ_a_n_ at begging of year 35,854 6,572

Un_ed cashandcashequ_a_n_ _ endof year $ 8,734 35,854

Seeaccompanying_dependem audi_r_ repo_
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Schedule 11

NEW YORK CITY WATER AND SEWER SYSTEM

Com_ng Ba_nce She_

June 3_ 2000
(in _ousand_

New Yo_ CiW
NewYo_ Ci_ Mun_ipal Wa_r

Wamr Board Finance Au_ority Eliminations_ To_l.

Asse_:

U_ _a_ inse_ice. _ss accumu_ted

de_eciat_n _ $ 4_02_07 $ 9,627,344 9_27,344

Constructionwo_-in-progmss _ 196,302 - 3.196,302

1_82_646 1_82_646

Cu_eN asse_:

Unrest_ed cashandcash equ_a_s 8,730 4 8,734
Accoun_ race.abe:

_lled. _ss a_wance for uncol_ctib_water
and sewer mce_ab_s _ $293,888 316.800 3_6_00

Unb,_d 105,000 105.000

Rece_ab_ _om _e _ 47_ 40 47,140
Other 5,751 - 5_51

To_l currentasse_ 477,670 5.755 483A25

Restfi_ed asse_:

Cash and cash equ_a_Ns 117,985 756.866 874,851
Inve_mems 98.333 98333
Accruedinterestrece_able 221 1,255 1,476

Totalms_ed asse_ 118_06 656,464 97_660

Revenuem_uireme_ _ be billedby and incased
_om the Boa_ 5,180,710 _,18_

Def_red bondand_nan_n9 expenses 102,917 102.917

To_l asse_ $ 13A1_522 6,14_836 (5,18_710_ 1_281_31

L_l_es and Equip: :

Lon_rrn liabil_es:

Bondsandnoms paya_e. _ss currem po_on $ - 9_17_97 : - _41_797

N_ discounton bondsand no_s payab_ _31,840) ; - _31,84_
Deferredbond mfun_ng cos_ _1_38_ _1_38_
Revenuereq_mmen_ payab_ _ _e Au_o_ity _ 18_710 i5,180,710_

To_l _ng-_rm lia_litJes 5.180,710 8,87_569 ., (5,18_0_ 8,875,569

Acc_un_ payableand accrued expenses 238 27_80 2_718
RevenuesmceNed _ advance 67,798 - 67_98

Curm_ po_on _ bondsand notespayab_ 35_575 358375
Payab_ _ Be City 252,911 252,911

Refundspaya_e _ cu_omem 15,375 15_75

To_t cuEent ,a_i_es 83.411 638,966 722,377

Total I_s 5_64,121 9,514,535 {5,180.710_ _ _597.946

Equity:
ContOured capital net_ allocateddepm_ation 4,571,775 - _571 _75

Re_med earnings_efc_t) 3.583.626 _,36_699) - 214_27

T_ equ_ 8,155,401 _,36_699) _ _78_702

To_l _,t.Jes and equiW $ 13.419,522 _14_836 (5.18_710_ 14384.648

See accompany=ng mdepende_ aud_or_ mpod. ;
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_cbe_lule II1

NEW YORK CITY WATER AND SEWER SYSTEM

Combining Balance Sheet

June 30, lS99
Onmousanes)

_ew York City
New York City MunicipalWater
Water Board FinanceAuthority Elimlnat'ons Total

Asse_s:

Utilityplantin service,lessaccumutated

depreciationof $ 3,986,940 $ 9,550,064 9,550.064
Constructionwork-in-progress 2.855,474 2.855.474

12,405,538 12.405,538

Currentassets:

Unrestrictedcashandcashequivalents 35,851 3 35.854
Investments 3.425 3,425
Accountsreceivable:

Billed.lessallowancefor uncollectiblewater
and sewer receivablesof $ 287.805 286,055 286,055

Unbilled 105,000 105.000

Receivablefromthe City 69,673 69,673
Other 12 12

Totalcurrentassets 500,004 15 500,019

Restrictedassets:

Cash andcashequivalents 116.111 393,396 - 509.507
Investments 499,594 - 499.594
Accruedinterestreceivable 142 1.633 1,775

Totalrestrictedassets 116.253 894,623 1.010o876

Revenuerequirementto be billedby and received
fromtheBoard 5,097,277 (5,097,277)

Deferredbondandfinancingexpenses 103.963 103_963

Total assets $ 13,021.795 6.095.878 (5,097,277) 14.020.396

Liabilities add Equity:

Long-ten_liabilities:
Bondsand notespayable,lesscurrentportion $ 8.623,232 8,623,232
Netdiscounton bondsand notespayable (336.988) - (336,988)

Deferredbondrefundingcosts (237.149) - (237,149)
RevenuerequirementspayabletotheAuthority 5.097,277 - (5,097,27,7)

Total long-ternliabilities 5,097.277 8.049,095 (5.097,277} 8,049,095

Currentliabilities:

Accountspayableandaccruedexpenses 297 22,421 22,718
Revenuesreceivedinadvance 80.262 80,262

Currentportionofbondsandnotespayable 748.478 748,478
Payableto theCity 235,143 235,143
Refundspayableto customers 14,500 14r500

Totalcurrentliabilities 95.059 1.006.042 1,101_101
Total liabilities 5.192,336 9,055,137 (5,097,277) 9.150,196

Equity:
Contributedcapital,_et of allocateddepreciat=on 4,696,778 4.696.778

Retainedeam,ngs(deficit) 3,132,681 "(2.959.259) 173.422

Tofalequi_ 7.829,459 (2,959.259) - 4,870,200

Total liabilitiesand equity $ 13.021.795 6_095,878 (5,097,277) 14.020.398
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NEW YORK CITY WATER AND SEWER SYSTEM

Com_ng S_me_ _ Revenues, Expenses
and ChangesIn Re_ined Eamings

Year ended June 30, 2000
(in _ousand_

New Yo_ Ci_
New Yo_ _ Mu_p_ Wa_r

Wa_r Boa_ Rnance Authod_ Elim_aUons To_l

Operatingrevenues:

Water supp_ and_=_bution $ 61_949 - 610,949
Sew_ collectionand tre=me_ 876,455 - 876_55
Otheroperatingrevenues 47.458 45,736 - 93,194

Totaloperatingrevenues 1_34,862 45,736 1,580,598

Opem_ng expenses:

Operationand m=menance 801,255 801,255
Pm_=on _r bad dens 89,062 89,062
Ad_n_ation andgeneral 1,578 8,514 10_92

T_ operatingexpenses 891,895 8,514 900_09

Exce_ _ operat_g revenuesover
operatingexpensesbeam

depm_ation andamo_zation 642,967 37,222 68_ 189

Depm_ation andamo_za_on 326,601 20,454 347,055

Operatingincome 31_366 16.768 33_134

Nonoperatingrevenue (expense:

I_e_ expense H92,74_ _92,74_
Inve_me_ _come 3,939 66.539 70_78

N_ income_os_ 32_305 _09.44_ _13_
Depm_ation _ca_d _ con_ibuted

capilal 130,640 - 130.640
R_ned eam_gs _eficit) at

be_nn_g _ year _ 132.681 _5_259_ 173A22

R_a_ed eam_gs _eficit) = endofye_ $ _58_626 13,:368,69_ 214.927

See accompan_ng independent aud_or_ repo_
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Schedu_ V

NEW YORK CITY WATER AND SEWER SYSTEM

Com_ng S_ment of Revenue_ Expenses

and Changes in Re_ined Earnings

Year ended June 30, 1999

0n thousand_

New Yo_ Ci_

New Yo_ Ci_ Mu_p_ Wa_r

Wa_r Board Rnance Authori_ _iminafions To_l

Operatir g revenues:

Wm_ supp_ and distfib_n $ 583.394 - 583_94
Sewer c_ion and Ve_me_ 857_04 857_04

Other operating revenues 40.075 45.828 85.903

T_al operating revenues 1.480.673 45.828 1.526.501

Operat_g expenses:

Operation and m=_enance 777_52 777.652

Pm_s_n _r bad dens 103.960 103.960

Admi_ration and general 1.891 8.988 - 10.879

To_l opiating expenses 883.503 8.988 - 892A91

Excess _ operating revenues over
operat_g expenses before

dewe_ation and amod_ation 597.170 36.840 634_10

Depreciation and amo_ization 354.353 25.670 380.023

Operating income 242.817 11.170 253.987

Nonopemfing revenue _xpense_:

I_em_ expense - H7_67_ - _76_7_
Inve_me_ income 3.174 78.291 - 81.465

N_ _come (loss) 3.174 _8_21_ - (141 _2_

Depm_n _ca_d _ co_b_ed

capital 128.279 128.279

R_a_ed eam_gs _efi_t) _

beaning of year 2.758.411 _72.04_ 186.366

R_a_ed e_ngs _eficit) = end _year $ 2_89.864 _59_5_ 173A22

See accompan_ng _depende_ aud_or_ repo_
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Schedu_ VI

NEW YORK _ W_ AND SEWER SYSTEM

C_g S_ _ Cuh FIo_

_r _ June 3_ 20_
_ _o_a_

New Yo_ C_ M_I _r
_r B_ _nance A_hofi_ T_I

Opembng in.me $ 316,_ 16,768 _ 1_
__ _ _ o_g _me _ _t _h

p_v_ by _d in) o_ a_:
_p_n _ am_n _1 _,4_ _7_

Pm_s_n _ __ a_ 89,_2 - 8_2
C_ in _ a_ I_

(m_a_ m m_s (11_80_ _ 19_0_

De_ease in m_ _m _e C_ 22,533 22,533

_ncmas_ _ _her _73_ _73_
_ _ payab_ _ _e C_ 1_768 17_8
__ _ _ _ _ _ _d _ (5_ 5.059 5._

(_a_ _ _venues _ _ _n_ (12A_) (1_)
_c_ase _ _nds paysb_ _ _ome_ 875 875

In_a_ _ inpayeb_ _ _e A_ho_y (_ _om _e _) 83A33 . _3A3_

_tal a_ 3_174 I _891) ._283

N_ _ pm_d_ _ _d _ o_ a_s 7_._0 , _12_ 677A17

_ fl_ _m _al a_ _ finan_ng a_t_
P_ _ _su_g bond_ n_es and _her _ngs, _t _

i_n_ _s 1_1_3 1_1_293

Repaymen_ _ bond_ notesandother_s - _ _ 0112_2_ _,112_2_

I_e_ pa_ _ _s, notesa_ _ _._s - _ _81,94_ _1._

A_u_ and _n _ _al as_ _3_07_ _3_07_

N_ _ (us_ _ _ and_ _ a_ _39.07_, _27_ _18,_

P_s _m sa_s and ma_ _ __ 3_25 49_ _3_19

Pushers _ _men_ _33_ _33_
I_em_ on inve_men_ 3,_0 7_608 _468

N_ _sh p_v_ed _ _ a_s 7.285 _ 1._9 47_ 1_

N_ _e_eas_ in_a_ _ _ _d _ _n_ _24_ _3_71 _2_
Cash a_ _ _u_a_n_ _m_g of _ar 151,962 393,399 _1

Cash and_ _uNa_n_ endof ye_ $ 126,715 7_,_0 883,585

R_concili_ion o_ash and _h __ _r $_cme_ o_ash FIo_s to the _anc_ Shc_

__ Rest_ed To_l
Cas_ and _sh equ_a_s - _n_ $ 35,8_ 509,507 _1

_t _a_ _e _7,12_ 365._ 33_224

C_h _ _ equ_a_s - e_g $ 8,734 87_851 883_85

The _ a_ _e _n_ _ and _ finan_nga_s:

• Cap_ e_s m _e amou_ of $252.911 hadbeen _ _ _ _ _ _ _ _

• The Wa_r Boa_ _ _ _s of $5,637 in2000 whi_ _p_ _ _u_ by _e C_.
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Sched_e VH

NEW YORK CITY WATER AND SEWER SYSTEM

Com_ng S_ _ _ Flo_

_d_ _ 3_ 1999
(in _u_

New Yo_ C_
_w _ C_ _1 _
_ _a_ Finance _o_ _1

_ _ _om o_g a_:
_g _ $ 242,817 11,170 253,987

A_u=_ _ m_no_ _ _me _ _t _
_ _ (u_d _ o_ a_
_pm_n and amo_=a_on _,353 2_670 380,023
Pm_s_n _r bad deb_ 103,_ - 103,960

0n_ _ _ (113,_ (113,987)
(_a_) _ m_ _m _e C_ (_,_) (_,3_)
_a_ inother _5 965

_a_ _ payab_ _ _e _ 36,296 _,2_
_a_ (_a_ _ a_un_ _b_ a_ a_u_ e_n_s 1_ _5_ (9_
(_) _ m_ m_ m_n_ (7,316) G_I_
(_a_ m m_nds payab_ _ _omem _,00_ _,_0)
In_a_ inpaya_e m _ A_ _ _m _e _a_ 313,412 _

To_ a__ 614,286 _50,74_ _3,_6

N_ _ pm_d_ _ _ _ opem_nga_v_ 857,103 _3_57_ 617,533

_ _ _ _1 and_a_ _g a_
_o_eds _om _ _ notesand o_er _ net_

In_ pa_ on _nds, no_ and o_er bo_ngs _.31_ _
A_u_ _d _n_u_ _ _p_l as_ _22_711 _2_4_

N_ _sh us_ _ _p_l and r_a_d finanong a_s _2_4_) _0,70_ _3_18_

_sh _ _m _ _:
_ from_s a_ mmu_ d inve_men_ 1_07312 1._2
_s _ _s_ _,42_ _,1_2_ _.10_651)
In_ on _s_ 3,218 80,386 8_6_

N_ _ pmv_ _ (us_ _ _ a_s _0_. 1_6,_ (1_

Net _ _a_ _ _sh and _sh _n_ 34,425 _30_ _3138_
Cash a_ _sh equ_a_n_, b_n_g _ _ 117,537 _7_ _.243

Cash and _ _u_a_n_ end of year $ 151._2 _3_ _5,_1

R=con_li_n o_Cash and Cash _e_ Per S_=m_ o_Cash _ws m the B_ Sheet

Un_c_d R_c_d _1

Cash _d _ _u_a_ms - beg_n_g $ 6.572 770,671 777,243
Net _a_ _a_ 29_82 _1.1_ _31,88_
C_h _d _ _uwa_n_ - ending $ 35,854 _,_7 _5._1

T_ _ a_ _e _n_ _ a_ _d finan_ a_

• Ime_ e_n_ _s _ a_ _ _p_l _p_o_ _s d_u_ in _e am_ _ _7

• Cap_ e_s in _e amoumof $ 235.143 had been _d b_ n_ _ _ _ _, 1999.

• T_ Wa_r B_ _ _p_l _ _ $ 7._9 in 19_ _i_ _p_m _p_l _n_b_ _ _e _

See a__ _depende_ au_o_ _.
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Schedule VIII

NEW YORK CITY WATER AND SEWER SYSTEM

Com_n_g Schedu_ _ Cash R_p_ and _sbu_emen_
Year ended June 3_ 2000

(_ _ousand_

New York CiW

New York City Municipal Wa_r
W_er Board Finance Authority Elim_aUons To_l

Cash incests:
W_er sup_y and dist_b_ion and sewer collection

and tre=ment $ 1,326,802 i" - 1,326,802

O_er operating revenues 47,458 _- 47,458

Revenues receded _ advance 42,882 - 42.882

Investment income 3,860 70,608 74,468

Subsidy income - 45,736 45,736

T_al cash recei_s 1A21,002 116.344 1_37,346

Cash d_bumeme_

Operation and m=_enance 777,025 _- 777,025

Admini=_tion and gener_ 1.636 8,382 1_018

In_m_ paymen_ 481,945 481,945

Amoun_ m_nded to cus_mem 15,375 15,375

To_l cash _sbumemen_ 794,036 490,327 1_84.363

Excess _e flcit) cf cash mceip_ over cash

disbumemen_ before finandng sources (uses) 626,966 _7_98_ 252,983

_nandng sources (use_:

Proceeds _om bond and notes_es, n_ _ issuance co_s 1,51_29_ 1_1_293

TransOm from the Boa_. net 655,639 _5_63_

Inve=me_s 1.552 36,979 3_ 531

Constru_ion paymen_ (721.30_) - _21,30_
Repayme_ of bondsand notes (1,11_62_ - (1.112,622)

TransOm to _e A_hod_, net _5_63_ 655_639

To_l finan_ng sources _se_ _54.087_ 373.984 - _E0,10_

(Deficit) of cash mceip_ over cash disbursements (27,121) _ - _7,12_

Unres_=ed cash and cash eq=va_n_ = beg_n_g of year 35,851 3 - 35,854

Unmst_ed cash and cash equ_a_Ns _ end of year $ 8_30 4 8,734

See accompanying independe_ audi_r_ mpod.
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Schedu_ IX

NEW YORK CITY WATER AND SEWER SYSTEM

Com_ng Sched_e _ Cash Receip_ andDisbu_emen_
Year ended June30, lSgS

(in _ousands)

New Yo_ C_
New Yo_C_ _1 _r
Wa_r Boa_ _n_Au_o_ _bo_ To_l

Cash_s:
Wa_r _p_y _d _s_b_ _ s_r _

andVe=me_ $ 1,279,729 - 1,279,729

_r o_ revenues 4_075 - 40,075
Revenuesr_wed in_n_ _._6 - _,_
I_t in.me _218 80,386 83,6_
Sub_dyIn_ 45,828 45,828

T_I _sh m_ 1,377,408 126,214 - 1,_3_

Cashd_bumeme_

O_n _d mai_an_ 814,316 - 81_316
Admmi_mfionandgeneral 1,727 _ 1_ 1_8_
In_m_ payme_s 4_.319 4_,319
Amours m_ _ cu_ome_ 14,4_ 14A_

T_ _ d_bumeme_s 8_497 47_428 1,_5

__ _ _g _u_s _ses) _,911 .. _21_ 19_697

Pm_s _m _on_and notesales,n_ _ _ _s 1.2_._3 1_

Inve_me_s _,57_ 170,720 1_,1_
Con_n paymen_ _8_ 17_ _8_ 17_
Repayme__ bon_sand n_es _31,_ _31,_

_1 _g _u_s (uses) _1_63_ _7,215 (17_41_

_ss of _sh m_s over_ d_meme_s 29,281 1 29,282

Unm_ _ _d _sh _u_a_n_ _ _g_ni_ _ _m 6,570 2 6,572

U_d _ _d _sh _u_e_s at endof year $ 35,851 3 _,8_

_e accompanyingm_e_ _d_ m_n.
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