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In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based upon an analysis of existing laws,
regulations, rulings and court decisions and assuming, among other matters, the accuracy of certain representations and
compliance with certain covenants, interest on the Fiscal 2015 FF Bonds is excluded from gross income for federal income
tax purposes under Section 103 of the Internal Revenue Code of 1986. In the further opinion of Bond Counsel, interest on
the Fiscal 2015 FF Bonds is not a specific preference item for purposes of the federal individual or corporate alternative
minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating
corporate alternative minimum taxable income. Bond Counsel is also of the opinion that interest on the Fiscal 2015 FF
Bonds is exempt from personal income taxes imposed by the State of New York and any political subdivision thereof,
including The City of New York. Bond Counsel expresses no opinion regarding any other tax consequences related to the
ownership or disposition of, or the amount, accrual or receipt of interest on, the Fiscal 2015 FF Bonds. See “TAX

MATTERS.”
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The Fiscal 2015 FF Bonds will be issued as registered bonds and will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York which will act as securities depository for the Fiscal
2015 FF Bonds. Purchases of beneficial interests in such Fiscal 2015 FF Bonds will be made in book-entry-only form.
Purchasers will not receive certificates representing the ownership interest in the Fiscal 2015 FF Bonds purchased by
them. See “APPENDIX G — BOOK-ENTRY-ONLY FORM.”

Interest on the Fiscal 2015 FF Bonds will accrue from their date of delivery and will be payable semiannually on
each June 15 and December 15, commencing June 15, 2015. The Fiscal 2015 FF Bonds will be issued in authorized
denominations of $5,000 and integral multiples thereof. The Fiscal 2015 FF Bonds are subject to redemption prior to
maturity as described herein. The proceeds of the Fiscal 2015 FF Bonds are expected to be applied to (i) refund
certain Outstanding First Resolution Bonds and (ii) pay certain costs of issuance.

The Fiscal 2015 FF Bonds are special obligations of the Authority, payable solely from and secured by a pledge
of and subordinate lien on the gross revenues of the System. The Authority has no taxing power. The Fiscal 2015 FF
Bonds are not a debt of the State of New York, The City of New York or the New York City Water Board and none
of the State of New York, The City of New York or the New York City Water Board is liable on the Fiscal 2015 FF
Bonds.

The Fiscal 2015 FF Bonds are offered when and if issued by the Authority and received by the Underwriters and
subject to the approval of legality by Orrick, Herrington & Sutcliffe LLP, New York, New York, Bond Counsel. Certain
legal matters will be passed upon for the Underwriters by Nixon Peabody LLP, New York, New York. It is anticipated that
the Fiscal 2015 FF Bonds will be available for delivery to The Depository Trust Company in New York, New York, on or
about March 17, 2015.

Citigroup
Barclays Capital Ramirez & Co., Inc. Raymond James
BofA Merrill Lynch Fidelity Capital Markets Goldman, Sachs & Co.
Jefferies J.P. Morgan Loop Capital Markets, LLC
Morgan Stanley RBC Capital Markets Rice Financial Products Company
Roosevelt & Cross Incorporated Siebert Brandford Shank & Co., L.L.C. TD Securities
US Bancorp Wells Fargo Securities
BMO Capital Markets Cabrera Capital Markets, LLC CastleOak Securities, L.P.
Lebenthal & Co., LLC Northern Trust The Williams Capital Group, L.P.

February 20, 2015



$530,000,000
New York City
Municipal Water Finance Authority

Water and Sewer System Second General Resolution Revenue Bonds

Fiscal 2015 Series FF
Principal Interest Price or Cusip
M Amount Rate Yield w
2025 $13,355,000 5% 2.35% 64972GFRO
2025 5,000,000 4 2.35 64972GFIJ8
2026 28,225,000 5 2.50* 64972GFKS5
2027 73,840,000 5 2.64* 64972GFL3
2028 34,105,000 5 2.76* 64972GFS8
2028 13,885,000 3 100 64972GFM1
2029 25,000,000 5 2.84% 64972GFN9
2029 40,000,000 5 2.077 64972GFY5
2030 6,060,000 5 2.91% 64972GFX7
2030 12,040,000 38 3.18 64972GFP4
2031 29,535,000 5 2.96* 64972GFQ2
2032 23,910,000 5 3.00%* 64972GFT6
2037 25,000,000 3 3.56 64972GFV1
2037 20,000,000 4 3.52% 64972GFW9

$180,045,000 5% Term Bonds due June 15, 2039, Yield 3.200%*, CUSIP No." 64972GFU3

*  Priced to call on June 15, 2025 at a redemption price of par.

+ Priced to call on December 15,2019 at a redemption price of par.
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Copyright, American Bankers Association. CUSIP data herein are provided by Standard & Poor’s, CUSIP Service Bureau, a
division of The McGraw-Hill Companies, Inc. The CUSIP numbers listed above are being provided solely for the convenience of
Bondholders only at the time of issuance of the Fiscal 2015 FF Bonds and the Authority and the Underwriters do not make any
representation with respect to such numbers nor undertake any responsibility for their accuracy now or at any time in the future.
The CUSIP number for a specific maturity is subject to being changed after the issuance of the Fiscal 2015 FF Bonds as a result
of various subsequent actions including, but not limited to, a refunding in whole or in part of such maturity or as a result of the
procurement of secondary market portfolio insurance or other similar enhancement by investors that is applicable to all or a
portion of certain maturities of the Fiscal 2015 FF Bonds.
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy any of
the Fiscal 2015 FF Bonds in any jurisdiction to any person to whom it is unlawful to make such offer in such
jurisdiction. No dealer, salesperson or any other person has been authorized to give any information or
make any representation, other than those contained herein, in connection with the offering of any of the
Fiscal 2015 FF Bonds and if given or made, such information or representation must not be relied upon.
Information contained on the Authority’s web page, on the City’s web site, or on any other web page is not
a part of this Official Statement. Neither the delivery of this Official Statement nor the sale of any of the
Fiscal 2015 FF Bonds implies that there has been no change in the affairs of the Authority, the Board or the
City or the other matters described herein since the date hereof.
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If and when included in this Official Statement, the words “expects,” “forecasts,” “projects,”
“intends,” “anticipates,” “estimates” and analogous expressions are intended to identify forward-looking
statements as defined in the Securities Act of 1933, as amended, and any such statements inherently are
subject to a variety of risks and uncertainties that could cause actual results to differ materially from
those projected. Such risks and uncertainties include, among others, general economic and business
conditions, changes in political, social and economic conditions, regulatory initiatives and compliance
with governmental regulations, litigation and various other events, conditions and circumstances, many
of which are beyond the control of the Authority. These forward-looking statements speak only as of the
date of this Official Statement. The Authority disclaims any obligation or undertaking to release publicly
any updates or revisions to any forward-looking statement contained herein to reflect any change in the
Authority’s expectations with regard thereto or any change in events, conditions or circumstances on
which any such statements are based.

2«

The Underwriters have reviewed the information in this Official Statement pursuant to their
responsibilities to investors under the federal securities laws, but the Underwriters do not guarantee the
accuracy or completeness of such information.

Deloitte & Touche LLP, the Authority’s independent auditor has not reviewed, commented on or
approved, and is not associated with, this Official Statement. The report of Deloitte & Touche LLP relating
to the Authority’s financial statements for the fiscal years ended June 30, 2014 and 2013, which is a matter
of public record, is included in this Official Statement. However, Deloitte & Touche LLP has not
performed any procedures on any financial statements or other financial information of the Authority,
including without limitation any of the information contained in this Official Statement, since the date of
such report and has not been asked to consent to the inclusion of its report in this Official Statement.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE FISCAL 2015 FF BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR
STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE,
THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE. IN MAKING AN INVESTMENT DECISION,
INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THIS OFFICIAL STATEMENT
AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.

il
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SUMMARY STATEMENT

The following is a brief summary of the information contained in this Official Statement and is subject
in all respects to the additional information contained herein, including the appendices attached hereto.
Defined terms have the same meaning herein as elsewhere in this Official Statement.

Use of Proceeds:

Description of the Bonds:

Redemption Provisions:

The System:

The proceeds of the Authority’s Water and Sewer System Second General
Resolution Revenue Bonds, Fiscal 2015 Series FF (the “Fiscal 2015 FF
Bonds”) are expected to be applied (i) to refund certain Outstanding First
Resolution Bonds and (ii) to pay certain costs of issuance.

The Fiscal 2015 FF Bonds are being issued by the Authority in the principal
amount of $530,000,000 pursuant to its Water and Sewer System Second
General Revenue Bond Resolution, adopted on March 30, 1994, as
amended (the “Second Resolution”), and its Supplemental Resolution
No. 110 adopted on February 11, 2015. The Fiscal 2015 FF Bonds are issued
in book-entry-only form and in authorized denominations of $5,000 and
integral multiples of $5,000 in excess thereof.

The Fiscal 2015 FF Bonds are subject to redemption as described herein.

The Water System provides approximately 1,010 million gallons per day
(mgd) of water to approximately 836,000 accounts in the City. It supplies
water to approximately 9 million people, of which approximately 8.2 million
are in the City and the balance are in Westchester, Putnam, Orange and
Ulster Counties. The Sewer System is comprised of an extensive network of
sewage collection and treatment facilities that treat approximately 1,250 mgd
of wastewater. Under the Act, the Lease and the Agreement, the Board is
obligated to pay the operating expenses of the System. The City is obligated
to operate and maintain the System regardless of payment by the Board.




Revenue Bond Coverage (Cash Basis):

Historical (1) Projected (1)(2)
FY 2012 FY2013 FY2014 FY2015 FY 2016
(Millions of Dollars)

Revenues Available for First Resolution Debt Service .................. $3.277.7  $3,512.7 $3,7289 $3,7284  $3,842.2
Authority EXPenses . ..........ouuuiiiiiitiiiiia 41.1 434 432 46.9 49.2
Revenues Available for First and Second Resolution Debt Service ....... 3,236.6 3,469.3 3,685.7 3,681.5 3,793.0
Water Board Expenses (3) . .....outiiiii 6.4 8.3 24.4 39.2 432
Net Operating Expenses (4) . ........ooiiiiiiiiiiiiii . 1,174.1 1,223.6  1,149.3 1,4002  1,466.8
Cash Financed Capital Construction ................ ..., — — 225.0 225.0 225.0
Cash Defeasance of Debt ........ ... ... .. .. . i i il 235.6 300.0 399.1 100.0 —
Base Rental Payment ............. .. i 225.0 228.0 211.8 232.1 267.2
O&M Reserve Deposit .. ...t 12.5 0.9) 8.9 11.1 72
Total Expenses %5) ................................................ 1,694.7  1,8024  2,061.7  2,0545  2,0585
Total First Resolution Bond Debt Service ............................ 442.6 340.5 295.5 301.5 340.9
Net Debt Service on Subordinated Indebtedness (6) .................... 642.9 620.0 479.3 470.3 606.4
Non-Recurring Cash Receipts / Escrow Release ....................... 92.7 (1.8) (35.1)
Net SUIPIUS ...ttt 497.5 750.0 985.0 903.9 871.6
First Resolution Debt Service Coverage ..................coooiuiia... 7.41x 10.32x 12.62x 12.37x 11.27x
First and Second Resolution Debt Service Coverage (6)(7) .............. 2.98x 3.61x 4.76x 4.77x 4.00x
RateIncrease .............. .. i 7.5% 7.0% 5.6% 34%(8) 4.9%

Totals may not add due to rounding.

(1) Historical figures, which are derived from the accounting records used to prepare the statements of cash flows contained in the
annual financial statements, and projected figures are shown on a cash basis.

(2) Projections are as of May 23, 2014.

(3) Beginning in FY 2013, Water Board expenses include the costs incurred under a new contract for the service line protection
program.

(4) Includes credits for excess prior year payments to the City. Not including Authority and Board expenses.

(5) Includes Authority Expenses.

(6) Includes interest on Commercial Paper Notes and reflects offset of carryforward revenues and subsidies provided by the
New York State Environmental Facilities Corporation.

(7) Revenues for coverage purposes are net of Authority expenses.

(8) Actual rate increase in FY 2015.

Total Authority Debt Outstanding: As of the date of this Official Statement, the Authority has
approximately $5.9 billion of First Resolution Bonds
(defined below), and $24.2 billion of Second Resolution
Bonds (defined below) Outstanding, including $397 million
in bond anticipation notes issued to the New York State
Environmental Facilities Corporation (the “Corporation”).
See  “CApPITAL IMPROVEMENT AND  FINANCING
PROGRAM—Debt Service Requirements.” In addition, the
Authority currently has a $600 million commercial paper
program.

Capital Program: The City’s Preliminary Ten Year Capital Strategy, which is
updated every two years, was released on February 9, 2015
(the “Preliminary Ten Year Capital Strategy”). The
Preliminary Ten Year Capital Strategy is expected to be
updated with the Mayor’s Executive Budget in April 2015 and
adopted in June 2015. Such update may result in changes to
the total amount of projected capital commitments. The
Preliminary Ten Year Capital Strategy includes the projected
contractual commitments for capital improvements to the
System for Fiscal Years 2016 through 2025. The City’s Current
Capital Plan (the “Current Capital Plan”), which covers Fiscal
Years 2015 through 2019, was published on February 9, 2015,
is typically updated three times each Fiscal Year and is
consistent with the Preliminary Ten Year Capital Strategy for
Fiscal Years 2016 through 2019. Projected contractual
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Bond Financing Program:

Security for the Second Resolution Bonds:

Revenue Pledge:

Rate Covenant:

Additional Bonds Test:

commitments for capital improvement costs to the System for
Fiscal Years 2015 through 2025 are reflected in the Capital
Improvement Program (the “CIP”), which consists of the
Current Capital Plan and the last six years of the Preliminary
Ten Year Capital Strategy. The CIP is designed to maintain a
satisfactory level of service, to improve operation of the
System and to address future System requirements.

The following table shows, as of May 23, 2014, total Bonds
expected to be issued, excluding refunding bonds, from
Fiscal Year 2015 to Fiscal Year 2019.

Period
FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 Total

(Millions of Dollars)
$1,616.0 $1,350.0 $1,242.0 $1,264.0 $1,168.0 $6,640.0
As of the date of this Official Statement, during Fiscal
Year 2015 the Authority has issued $936.1 million of
Second Resolution Bonds, not including refunding bonds
and draws on bond anticipation notes.

The Second Resolution Bonds are special obligations of the
Authority, payable solely from and secured by a pledge of
amounts on deposit in the Subordinated Indebtedness Fund
established under the First Resolution and all moneys and
securities in any of the funds and accounts established
under the Second Resolution, except the Arbitrage Rebate
Fund and the Debt Service Reserve Fund.

The Board has covenanted to establish and collect rates,
fees and charges sufficient in each Fiscal Year so that
Revenues collected in such Fiscal Year will be at least equal
to the sum of 115% of Aggregate Debt Service on all First
Resolution Bonds Outstanding and on any Projected Series
of First Resolution Bonds (excluding Refundable Principal
Installments for the payment of which funds are held in
trust) payable in such Fiscal Year, and 100% of the
Operating Expenses and Required Deposits (which
includes debt service on the Second Resolution Bonds and
other Subordinate Indebtedness) to the extent required to
be paid from Revenues for such Fiscal Year.

Additional Second Resolution Bonds may be issued for
capital purposes under the Second Resolution only if the
Revenues for either of the last two Fiscal Years preceding
the Fiscal Year in which the Second Resolution Bonds are
to be issued were at least equal to the sum of (i) 110% of
the Aggregate Debt Service for such Fiscal Year on the
First Resolution Bonds, the Second Resolution Bonds and
certain other Subordinated Indebtedness (excluding any
Debt Service paid from sources other than the Revenues)
and (ii) 100% of the sum of Operating Expenses and
Required Deposits for such Fiscal Year (excluding
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No Debt Service Reserve Fund:

Summary of Certain Legal Opinions:

Rates:

The Authority:

The Board:

The Agreement:

The Lease:

Required Deposits for the payment of Outstanding
Second Resolution Bonds and certain other Subordinated
Indebtedness). Second Resolution Refunding Bonds may
be issued under the Second Resolution either upon
satisfaction of such conditions or other conditions.

The Fiscal 2015 FF Bonds will not be secured by the Debt
Service Reserve Fund.

Bond Counsel has rendered opinions to the effect that, in
the event of a bankruptcy of the City, (i) a court, exercising
reasonable judgment after full consideration of all relevant
factors, would not hold that the Revenues are property of
the City and would not order the substantive consolidation
of the assets and liabilities of either the Board or the
Authority with those of the City and (ii) the Board, in the
event the City should reject the Lease, would be entitled to
remain in possession of the System for the balance of the
Lease term. Bond Counsel has also opined that under
current law neither the Board nor the Authority qualifies as
a debtor under the United States Bankruptcy Code.

Rates, fees and charges are imposed by the Board and are
not subject to regulatory approval except for those rates
charged to a limited class of upstate users representing
approximately 1.8% of Revenues.

The Authority, a separate legal entity established in 1984,
has the power to (i) issue bonds, bond anticipation notes
and other obligations for the purpose of financing the
renovation and improvement of the System, (ii) refund its
bonds and notes and general obligation bonds of the City
issued for water or sewer purposes, (iii) require the Board
to fix rates sufficient to pay the costs of operating and
financing improvements to the System and (iv) require the
City to maintain the System adequately. The Authority
has no taxing power.

The Board, a separate legal entity established in 1984, has
leased the System from the City. It is authorized to fix and
collect rates, fees and charges adequate to pay the cost of
operating and financing the System.

Pursuant to the Agreement, the Authority has agreed to
finance capital projects for the System, both current work
and work commenced in prior years, through the issuance
of bonds, notes or other indebtedness secured by revenues
of the System.

Pursuant to the Lease, the Board has acquired the System
from the City for a term continuing until provision has
been made for the repayment of all Outstanding First
Resolution Bonds, Second Resolution Bonds or other
indebtedness of the Authority.

viii




OFFICIAL STATEMENT

$530,000,000
NEW YORK CITY MUNICIPAL WATER FINANCE AUTHORITY
WATER AND SEWER SYSTEM SECOND GENERAL RESOLUTION REVENUE BONDS
FISCAL 2015 SERIES FF

INTRODUCTORY STATEMENT

General

The purpose of this Official Statement is to set forth certain information pertaining to the New York
City Municipal Water Finance Authority (the “Authority”), a public benefit corporation duly created
and existing under the New York City Municipal Water Finance Authority Act, as amended (the “Act”);
the New York City Water Board (the “Board”), a public benefit corporation created and existing under
Chapter 515 of the Laws of 1984, both of which laws were enacted by the Legislature of the State of New
York (the “State”); and the Authority’s Water and Sewer System Second General Resolution Revenue
Bonds, Fiscal 2015 Series FF (the “Fiscal 2015 FF Bonds”). Capitalized terms used in this Official
Statement and not defined herein shall have the meanings ascribed thereto in “APPENDIX C—
GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS — Glossary.”

Pursuant to a lease agreement (the “Lease”) between the Board and The City of New York (the
“City”), dated as of July 1, 1985, as amended, the Board has leased from the City its facilities for the
collection, transmission and distribution of water (the “Water System”) and its facilities for the
collection, treatment and disposal of sewage (the “Sewer System”) (collectively, the “System”). As
required by the Act and the Lease, the System is operated and maintained by the Department of
Environmental Protection of the City (“DEP”). The Board has also entered into a financing agreement,
dated as of July 1, 1985, as amended (the “Agreement”), with the Authority and the City for the
financing of capital improvements to the System through the issuance of bonds, notes and other
obligations under the Authority’s Water and Sewer System General Revenue Bond Resolution adopted
on November 14, 1985, as amended (the “First Resolution” and, bonds issued thereunder the “First
Resolution Bonds”), or subordinate obligations of the Authority under its Second Resolution (defined
below). Pursuant to the Lease and the Agreement, the Board has agreed to levy and collect rates, fees
and charges. Pursuant to the Lease, the City may, with the prior written consent of the Board, grant
interests in the Leased Property which, in the reasonable judgment of the Board, do not interfere with
the operation and maintenance of the System and the collection of the Revenues from the System.

The Fiscal 2015 FF Bonds will be issued by the Authority pursuant to its Water and Sewer Second
General Revenue Bond Resolution adopted on March 30, 1994, as amended (the “Second Resolution”),
and its Supplemental Resolution No. 110 adopted on February 11, 2015 (the “Fiscal 2015 FF
Supplemental Resolution”). All bonds issued under the Second Resolution are referred to herein as
“Second Resolution Bonds.” The Second Resolution and the Fiscal 2015 FF Supplemental Resolution
are collectively referred to herein as the “Resolutions”. The Bank of New York Mellon serves as trustee
under the Resolutions (in such capacity, the “Trustee”) and will continue to serve as Trustee unless a
successor is appointed in accordance with the Second Resolution.

The Second Resolution Bonds are special obligations of the Authority, payable solely from and
secured by a pledge of amounts on deposit in the Subordinated Indebtedness Fund established by the
First Resolution and all moneys or securities in any of the funds and accounts established under the
Second Resolution, subject only to provisions of the Second Resolution and the Agreement relating to
the use and application thereof. The Board has covenanted in the Agreement to maintain rates, fees and
charges at sufficient levels to produce in each twelve-month period beginning on July 1 (a “Fiscal Year”)
an amount equal to 115% of the Aggregate Debt Service and Projected Debt Service on the First
Resolution Bonds to become due in such Fiscal Year on all First Resolution Bonds, plus 100% of the
operation and maintenance expenses of the System certified by the City and of Required Deposits
(which includes the debt service on the Second Resolution Bonds and other subordinate debt) to the
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extent required to be paid from Revenues. The Agreement requires a report of the Rate Consultant
setting forth its recommendations as to any revisions of the rates, fees and charges necessary or advisable
to meet the requirements of the rate covenant. The Board is obligated to take necessary action to cure or
avoid any deficiency. See “SECURITY FOR THE SECOND RESOLUTION BONDs—Rate Covenant.” The
Agreement also requires a Consulting Engineer to review the operation and maintenance of the System,
and further requires the City to operate and maintain the System in accordance with the advice and
recommendations of the Consulting Engineer. See “SECURITY FOR THE SECOND RESOLUTION BONDS.”

Rates, fees and charges are imposed by the Board and are not subject to regulatory approval under
current law except for the rates charged to a limited class of upstate users, representing approximately
1.7% of Revenues. See “RATES AND BILLINGS.”

The Authority has relied upon AECOM USA, Inc. (“AECOM?”), its Consulting Engineer, for
certain engineering feasibility information and upon Amawalk Consulting Group LLC (“Amawalk
Consulting”), its Rate Consultant, for certain financial estimates and projections. See “ENGINEERING
FEASIBILITY REPORT AND FORECASTED CASH FLOWS.”

Financial Projection Assumptions

The estimates and projections contained in this Official Statement are based on, among other
factors, evaluations of historical revenue and expenditure data and analyses of economic trends affecting
the Authority’s finances. The financial projections contained herein are subject to certain contingencies
that cannot be quantified and are subject to the uncertainties inherent in any attempt to predict the
results of future operations. Accordingly, such projections are subject to periodic revision which may
involve substantial change. Consequently, the Authority makes no representation or warranty that these
estimates and projections will be realized.

The financial projections contained in this Official Statement, including bond financings, operating
and maintenance expenses, debt service, revenues, sources and uses of funds, and forecasted cash flows
and rate increases, were prepared as of May 23, 2014, and are expected to be updated annually. Actual
financial results will differ from these projections.

PLAN OF FINANCE

A portion of the proceeds of the Fiscal 2015 FF Bonds is expected to be applied to redeem the First
Resolution Bonds of the Series, maturing on the dates and in the aggregate principal amounts set forth in
“APPENDIX I — TABLE OF REFUNDED BONDs” (the “Refunded Bonds”). Pursuant to an Escrow
Agreement between the Authority and The Bank of New York Mellon (the “Escrow Trustee”), the
Authority will deposit cash and/or Defeasance Securities in trust with the Escrow Trustee. The
Defeasance Securities will bear interest at such rates and will mature at such times and in such amounts
so that, together with any uninvested cash held by the Escrow Trustee, sufficient moneys will be
available to make full and timely payment on the principal of, and interest on, the Refunded Bonds on
the respective redemption dates (the “Redemption Dates”) set forth in “APPENDIX I — TABLE OF
REFUNDED BONDS”. Upon such irrevocable deposit, the Refunded Bonds will be deemed to be no
longer Outstanding and will no longer be entitled to the benefit of the pledge and lien established by the
First Resolution or to payment from Revenues of the System. The Authority will direct the Trustee to
pay the principal of and interest on the Refunded Bonds on the respective Redemption Dates unless the
Refunded Bonds have been previously purchased and retired. See “APPENDIX I — TABLE OF
REFUNDED BONDS™.



USE OF PROCEEDS
The proceeds of the Fiscal 2015 FF Bonds are anticipated to be applied in the following manner:

Deposit to Escrow Account for Refunded Bonds .......................... $608,665,329

Underwriters’ DiSCOUNt . ... ..ottt ettt e 2,833,844

Costs Of ISSUANCE . . ..ottt e e et e 367,897
Total Uses of Proceeds . ...t 611,867,070
Less Net Original Issue Premium ............. ... ... ... ... ..., (81,867,070)

Par Amount of the Fiscal 201S FFBonds ............ ... ... ... oivin.... $530,000,000

THE FISCAL 2015 FF BONDS
General

The Fiscal 2015 FF Bonds initially delivered to the Underwriters will be dated the date of their
delivery. The Fiscal 2015 FF Bonds will mature on and will bear interest at the rates shown on the inside
cover of this Official Statement. Interest on the Fiscal 2015 FF Bonds will be payable on each June 15th
and December 15th, commencing June 15, 2015.

Principal and purchase price of, redemption premium, if any, and interest on, the Fiscal 2015 FF
Bonds will be payable in lawful moneys of the United States of America. The Fiscal 2015 FF Bonds will
be issued only as fully registered bonds without coupons in minimum denominations of $5,000 and
integral multiples thereof. The Record Date is the first day of a calendar month in which there occurs a
Bond Payment Date.

Book-Entry-Only

The Fiscal 2015 FF Bonds will be issued as registered bonds and will be registered in the name of
Cede & Co., as nominee of The Depository Trust Company (“DTC”), which will act as securities
depository for the Fiscal 2015 FF Bonds. Purchases of beneficial interest in such Fiscal 2015 FF Bonds
will be made in book-entry-only form. Purchasers will not receive certificates representing the ownership
interest in the Fiscal 2015 FF Bonds purchased by them. See “APPENDIX G—BOOK-ENTRY-ONLY
Form.”

Redemption

Optional Redemption. The Fiscal 2015 FF Bonds, except for the Fiscal 2015 FF Bond maturing
June 15, 2029 and bearing the CUSIP 64972GFYS5, are subject to redemption prior to maturity at the
election or direction of the Authority, from any moneys available therefor on and after June 15, 2025, in
whole or in part, in such manner as determined by the Authority and within a maturity by lot at the
redemption price of par plus accrued interest to the redemption date.

The Fiscal 2015 FF Bonds maturing June 15, 2029 and bearing the CUSIP 64972GFYS5 are subject to
redemption prior to maturity at the election or direction of the Authority, from any moneys available
therefor on and after December 15, 2019, in whole or in part, in such manner as determined by the
Authority and within the maturity by lot at the redemption price of par plus accrued interest to the
redemption date.

Sinking Fund Redemption. The Fiscal 2015 FF Bonds maturing on June 15, 2039 are subject to
mandatory redemption prior to maturity in part, by lot, in such manner as the Trustee may reasonably



determine, at a redemption price of 100% of the principal amount thereof, plus accrued interest to the
redemption date, on June 15 in the years and in the respective principal amounts, as follows:

Year Amount

2037 $31,240,000
2038 50,020,000
2039 98,785,000

+  Final Maturity

Purchased Bonds. The Authority may from time to time direct the Trustee to purchase Fiscal 2015
FF Bonds subject to Sinking Fund Installments with moneys in the Debt Service Fund, at a price not
greater than par, plus accrued interest to the date of such purchase, and apply such Fiscal 2015 FF Bonds
so purchased as a credit, at 100% of the principal amount thereof, against and in fulfillment of the
immediately succeeding Sinking Fund Installment on such Fiscal 2015 FF Bonds. The Authority may also
purchase or redeem Fiscal 2015 FF Bonds subject to Sinking Fund Installments prior to maturity with
other moneys available to do so. If it does so, the amount of such purchase or redemption will be
credited against future Sinking Fund Installments in any order as the Authority may direct. To the extent
that the Authority’s obligation to make Sinking Fund Installments in a particular year is fulfilled through
such purchases, the likelihood of redemption through mandatory Sinking Fund Installments of Fiscal
2015 FF Bonds will be reduced for such year.

Notice of Redemption

Notice of redemption is to be given by first class mail, postage prepaid, at least 20 days prior to the date
fixed for redemption, to the registered owners of Fiscal 2015 FF Bonds to be redeemed at their addresses
shown on the books of registry. So long as Cede & Co., as nominee of DTC, is the registered owner of the
Fiscal 2015 FF Bonds, notice of redemption is to be sent to DTC at least 20 days prior to the date fixed for
redemption or such shorter period as may be provided by DTC. No assurance can be given by the Authority
that DTC and DTC participants will promptly transmit notices of redemption to Beneficial Owners.

If, on any redemption date, moneys for the redemption of the Fiscal 2015 FF Bonds to be redeemed,
together with interest thereon to the redemption date, are held by the Trustee so as to be available
therefor on such date, and if notice of redemption has been mailed, then interest on the Fiscal 2015 FF
Bonds to be redeemed will cease to accrue from and after the redemption date and such Fiscal 2015 FF
Bonds will no longer be considered to be Outstanding under the Second Resolution.

The notice of redemption may provide that the Fiscal 2015 FF Bonds will be due and payable on the
redemption date only if moneys sufficient to accomplish such redemption are held by the Trustee on the
scheduled redemption date.

SECURITY FOR THE SECOND RESOLUTION BONDS
Revenues

The Act empowers the Board to establish and collect rates, fees and charges for the use of service
provided by the System in order to receive Revenues, which together with other available amounts, will
be sufficient to place the System on a self-sustaining basis. All Revenues of the System are deposited by
the Board in the Local Water Fund held by the Board. The Authority holds a statutory and contractual
first lien on the Revenues for the payment of all amounts due to the Authority under the Agreement. In
the event that the Board fails to make any required payment to the Authority, the Authority or the
Trustee may petition for the appointment, by any court having jurisdiction, of a receiver to administer
the affairs of the Board, and, with court approval, establish rates and charges to provide Revenues
sufficient to make required payments. However, no holder or owner of any bond or note issued by the
Authority, or any receiver of the System, may compel the sale of any part of the System.



The City has covenanted in the Agreement to operate and maintain the System in accordance with the
advice and recommendations of the Consulting Engineer. Such obligation to operate and maintain the System
may be enforced by the Authority in accordance with the provisions of the Act and the terms of the
Agreement and the Lease and is not contingent on payment by the Board. The amounts required to operate
and maintain the System are certified to the Board by the City and reviewed by the Consulting Engineer.

Beginning on the first day of each month the Board is required to pay to the Trustee under the First
Resolution the Revenues in the Local Water Fund, for deposit in the Revenue Fund established under
the First Resolution until the amount so deposited equals the Minimum Monthly Balance and the
Required Deposits for such month. The Minimum Monthly Balance is the amount required to
accumulate the funds necessary for timely payment of all debt service on Outstanding Bonds. Required
Deposits are the amounts required to be paid from Revenues for deposit to the Authority Expense Fund
(including both periodic and termination payments under Interest Rate Exchange Agreements (see
“APPENDIX D — FINANCIAL STATEMENTS — Note 5”)), the Debt Service Reserve Fund and the
Subordinated Indebtedness Fund, including amounts required for payment of the Second Resolution
Bonds and other subordinate debt. See “APPENDIX C — GLOSSARY AND SUMMARY OF CERTAIN
DOCUMENTS — Summary of the Agreement — Minimum Monthly Balance.”

After the Board makes the deposits described above to the First Resolution Revenue Fund in such
month from the balance remaining in the Local Water Fund, the Board is required, after paying monthly
Board Expenses, to pay the City 1/12 of the Operating Expenses for such Fiscal Year. After making such
payments, any amounts remaining in the Local Water Fund in each month are paid proportionately
(a) to the Trustee for deposit in the First Resolution Revenue Fund until the total of all amounts
deposited in the First Resolution Revenue Fund equals the Cash Flow Requirement for such Fiscal Year
and (b) to the City until all amounts required to be paid to the City for Operating Expenses for such
Fiscal Year have been paid. Pursuant to the Second Resolution, amounts deposited into the First
Resolution Revenue Fund in any Fiscal Year in excess of the amounts required to be deposited into the
First Resolution’s Debt Service Fund, Authority Expense Fund, Debt Service Reserve Fund, and
Arbitrage Rebate Fund are to be deposited into the Subordinated Indebtedness Fund established under
the First Resolution until the amount on deposit therein, together with the amounts on deposit in the
Revenue Fund and Debt Service Fund established under the Second Resolution, equals the Aggregate
Debt Service for such Fiscal Year on Second Resolution Bonds, Parity Bond Anticipation Notes and
Parity Reimbursement Obligations. For a more complete description of the required payments from the
Local Water Fund, see “APPENDIX C — GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS —
Summary of the First Resolution” and “Summary of the Agreement.”

Amounts on deposit in the Subordinated Indebtedness Fund will be available to pay debt service on
Second Resolution Bonds to the extent not otherwise required under the terms of the First Resolution.
As soon as practicable in each calendar month a portion of the amounts on deposit in the Subordinated
Indebtedness Fund will be transferred free and clear of the lien of the First Resolution to the Revenue
Fund under the Second Resolution in an amount sufficient, together with the amount on deposit in the
Revenue Fund and Debt Service Fund established under the Second Resolution, to make the amount on
deposit therein equal the Monthly Balance (as defined in the Second Resolution). The Monthly Balance
is the amount required to provide for timely payment of all Debt Service on Outstanding Second
Resolution Bonds, Parity Bond Anticipation Notes and Parity Reimbursement Obligations. See
“APPENDIX C — GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS — GLOSSARY — Definition of
Certain Terms Used in Second Resolution — Monthly Balance.”

In addition, beginning on the day when no First Resolution Bonds are Outstanding, Revenues are to be
deposited from the Local Water Fund into the Revenue Fund established under the Second Resolution. As
described below, such Revenues will be used to make payments to the Authority Expense Fund, the
Arbitrage Rebate Fund and the Subordinated Indebtedness Fund established under the Second Resolution.

Amounts on deposit in the Revenue Fund established under the Second Resolution are to be paid to
the following funds established under the Second Resolution in the following order of priority: first, to



the Debt Service Fund; second, if no First Resolution Bonds are then Outstanding, to the Authority
Expense Fund; third, to the Debt Service Reserve Fund to replenish any deficiency therein; fourth, to the
Arbitrage Rebate Fund; and fifth, if no First Resolution Bonds are then Outstanding, to the
Subordinated Indebtedness Fund established under the Second Resolution, the amount required to be
deposited in such Fund for such month in accordance with the Authority Budget. See “APPENDIX C —
GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS — Summary of the Second Resolution —
Payments into Certain Funds.”

The Fiscal 2015 FF Bonds will be on a parity with all other outstanding Second Resolution Bonds
heretofore and hereafter issued. The Fiscal 2015 FF Bonds are payable from and secured by a pledge of
(a) amounts on deposit in the Subordinated Indebtedness Fund, subject, however, to the first lien on such
amounts in favor of First Resolution Bonds and (b) except as described below under the heading “Debt
Service Reserve Fund,” all moneys or securities in any of the funds and accounts established under the
Second Resolution, except the Arbitrage Rebate Fund. See “APPENDIX C — GLOSSARY AND SUMMARY OF
CERTAIN DOCUMENTS — Summary of the Second Resolution” and “Summary of the Agreement.”

Pursuant to the Agreement, the First Resolution and the Second Resolution, the Revenues received
by the Board will be applied in the manner set forth in the following chart. The information contained in
such chart is qualified by reference to the Agreement, the First Resolution and the Second Resolution.

Consolidated Flow of Funds

First: Daily transfer from General Resolution Second Resolution
Loca Water Fund Revenue Fund Revenue Fund
(Monthly
Requirement)
M ¥
Debt Service Fund
¥ Second Resolution
Debt Service Fund
Authority Expenses
¥
¥
DSRF Réfills
¥ Arbitrage Rebate Fund
Subordinated
IndebtednessFund
Second: Daily transfer from Local Water Fund —— > o Water Board Expenses
(Monthly Requirement)
Third: Daily transfer from Local Water Fund ——» o System Operations and Maintenance
(Monthly Reguirement)
Fourth: Daily transfer from Local Water Fund —» Proratato:
(Up to Annual Requirement) e First Resolution Revenue Fund: for annual
Debt Service, Authority expenses, DSRF, Subordinate
Indebtedness (Second Resol ution)
o System Operations and Maintenance
Eifth - Seventh: Daily transfer from Local Water Fund —» o City lease payment, operating and maintenance reserve
(After Debt Serviceis set aside; typically funded replenishment, surplusincluding pay as you go capital

during the last few months of the fiscal year)




Debt Service Reserve Fund

No deposit will be made to the Debt Service Reserve Fund established under the Second Resolution
upon the issuance of the Fiscal 2015 FF Bonds, and the Fiscal 2015 FF Bonds will not be secured by any
amounts on deposit in such Debt Service Reserve Fund in the future. For a discussion of the Debt Service
Reserve Fund established under the Second Resolution, see “APPENDIX C — GLOSSARY AND SUMMARY
OF CERTAIN DOCUMENTS — Summary of the Second Resolution — Debt Service Reserve Fund.”

Rate Covenant

The Board has covenanted in the Agreement to establish, fix, revise and collect rates, fees and
charges for the use of, or the services furnished by the System, adequate, together with other available
funds, to provide for (i) the timely payment of Principal Installments of and interest on all First
Resolution Bonds, and the principal of and interest on any other indebtedness of the Authority (which
includes Second Resolution Bonds and other subordinate debt) payable from Revenues, (ii) the proper
operation and maintenance of the System, (iii) all other payments required for the System not otherwise
provided for, and (iv) all other payments required pursuant to the Agreement and the Lease.

Without limiting the generality of the foregoing, the Board has covenanted to establish and collect
rates, fees and charges sufficient in each Fiscal Year so that Revenues collected in such Fiscal Year will
be at least equal to the sum of 115% of Aggregate Debt Service and Projected Debt Service on all First
Resolution Bonds payable in such Fiscal Year, and 100% of the Operating Expenses and Required
Deposits (including debt service on Second Resolution Bonds and other subordinate debt) required to
be paid from Revenues for such Fiscal Year (the “Rate Covenant”). For information about the
treatment of Refundable Principal Installments under the Rate Covenant, see “— Refundable Principal
Installments” below.

Under the First Resolution and the Second Resolution, the Authority is required to submit to the
Board by May 1 of each year the Authority Budget for the ensuing Fiscal Year showing the itemized
estimated Cash Flow Requirement for such Fiscal Year. At the beginning of each month, the Authority
is to recalculate the Cash Flow Requirement for the then current Fiscal Year and to submit any revisions
to the Authority Budget required as a consequence to the Board. The Authority Budget and Cash Flow
Requirement are to be used by the Board to set rates, fees and charges.

The Board has covenanted in the Agreement to review the adequacy of rates, fees and charges at
least annually. If such annual review, or the report of the Rate Consultant required pursuant to the
Agreement, indicates that the rates, fees and charges are or will be insufficient to meet the requirements
of the Rate Covenant described above, the Board will promptly take the necessary action to cure or
avoid any such deficiency. In addition, under the Agreement, the City, which is responsible for billing,
collecting and enforcing collections of rates and charges established by the Board, has agreed that it will
diligently pursue all actions necessary to cure or avoid any such deficiency.

The Board has covenanted in the Agreement that it will not furnish or supply or cause to be
furnished or supplied any product, use or service of the System free of charge or at a nominal charge, and
will enforce (or cause the City to enforce) the payment of any and all amounts owing to the Board for
use of the System, except to the extent required by the Act, as in effect on July 24, 1984.

Additional Second Resolution Bonds

The Authority may issue additional Second Resolution Bonds to pay for capital improvements to
the System, to pay or provide for the payment of First Resolution Bonds, Second Resolution Bonds,
bond anticipation notes, including commercial paper notes, to refund general obligation bonds of the
City issued for water or sewer purposes and to fund certain reserves. Under the Second Resolution such
additional Second Resolution Bonds may be issued on a parity with all Outstanding Second Resolution
Bonds only upon satisfaction of certain requirements including receipt by the Trustee of a certificate by
an Authorized Representative of the Authority to the effect that the Revenues for either of the last two



Fiscal Years immediately preceding the Fiscal Year in which such Second Resolution Bonds are to be
issued were at least equal to the sum of 110% of the Aggregate Debt Service on Outstanding First
Resolution Bonds, Second Resolution Bonds, Parity Bond Anticipation Notes and Parity
Reimbursement Obligations during such Fiscal Year (excluding from Aggregate Debt Service the
amount thereof paid from a source other than Revenues), and 100% of the sum of the Operating
Expenses of the System certified by the City and the Required Deposits for such Fiscal Year (excluding
Required Deposits for the payment of Outstanding Second Resolution Bonds, Parity Bond Anticipation
Notes and Parity Reimbursement Obligations).

The Authority may issue additional Second Resolution Bonds for the purpose of refunding
Outstanding Bonds without satisfaction of the requirements described above only if:

(a) the average annual debt service on the refunding Second Resolution Bonds does not exceed
the average annual debt service on the Second Resolution Bonds to be refunded, and

(b) the maximum debt service in any Fiscal Year on the refunding Second Resolution Bonds does not
exceed the maximum debt service in any Fiscal Year on the Second Resolution Bonds to be refunded.

See “APPENDIX C — GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS — Summary of the
Second Resolution.”

Authority Debt

At the date of this Official Statement, the Authority has approximately $5.9 billion aggregate
principal amount of Outstanding First Resolution Bonds (Capital Appreciation Bonds are included at
their full accreted value at maturity). In addition, at the date of this Official Statement, the Authority has
approximately $24.2 billion aggregate principal amount of Outstanding Second Resolution Bonds,
including $397 million in bond anticipation notes issued to the New York State Environmental Facilities
Corporation. Of such First Resolution Bonds and Second Resolution Bonds, approximately $4.7 billion
are adjustable rate demand bonds, none of which is insured. The Authority has no auction rate bonds
outstanding. Interest Rate Exchange Agreements are used to hedge $401 million of the Authority’s
adjustable rate demand bonds (see “APPENDIX D — FINANCIAL STATEMENTS — Note 5”).

Second Resolution Bonds are payable from, among other sources, and secured by a pledge of, amounts
on deposit in the Subordinated Indebtedness Fund, subject to the first lien on such amounts in favor of the
First Resolution Bonds. Amounts on deposit in the Subordinated Indebtedness Fund will be available, to the
extent not utilized for First Resolution Bonds, to pay debt service on Second Resolution Bonds.

The Authority’s adjustable rate demand bonds are all supported by liquidity facilities with various
financial institutions in the form of standby bond purchase agreements. None of the standby bond purchase
agreements supporting adjustable rate demand bonds provides for acceleration or a mandatory term out of
bonds purchased thereunder, but all have provisions for the rates to be adjusted upward (up to 25% in the
case of bonds held by a liquidity provider) in the event of the inability to remarket such bonds. For further
information regarding agreements supporting the Authority’s adjustable rate demand bonds see
Appendix F hereto, which also includes liquidity agreements for $200 million of commercial paper.

The Authority is currently authorized to have outstanding up to $600 million of commercial paper
notes, including up to $400 million of the Extendable Municipal Commercial Paper Notes described below
(collectively, the “Commercial Paper Notes”). The Commercial Paper Notes are special obligations of the
Authority, the proceeds of which are used to pay the costs of capital improvements to the System. The
Commercial Paper Notes, Series One are secured by a standby line of credit agreement which provides
liquidity for such Commercial Paper Notes. The Authority has authorized its Extendable Municipal
Commercial Paper Notes, Series Seven and Extendable Municipal Commercial Paper Notes, Series Eight
(collectively, the “EMCP Notes”). Principal of and interest on the EMCP Notes are not secured by any
liquidity or credit facility and are payable from remarketing proceeds and the proceeds of additional
EMCP Notes, First Resolution Bonds or Second Resolution Bonds. If payment of an EMCP Note is not
made on its stated maturity date, which may not be more than 90 days after its date of issuance, the
maturity date will be automatically extended to a date that is 270 days after the EMCP Note’s issuance.
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Payment of the interest accrued through the stated maturity date will be deferred until the extended
maturity date. Upon extension, the EMCP Note will bear interest on the principal and deferred interest at
a rate determined by a formula that is based upon a percentage of the SIFMA Municipal Index, which
changes weekly, plus an upward adjustment that ranges from an additional 100 basis points to 400 basis
points depending upon the ratings on the EMCP Notes. At the current ratings, the adjustment would be
100 basis points. Interest on the extended EMCP Notes is payable monthly. The principal, deferred interest
and accrued and unpaid interest on the extended EMCP Notes is payable on the extended maturity date.

Interest on the Commercial Paper Notes is secured by the Revenues of the System and the moneys
and investments from time to time on deposit in the Subordinated Indebtedness Fund and the funds and
accounts established under the respective commercial paper resolutions authorizing their issuance.
However, the pledge of the Revenues and the moneys and investments from time to time on deposit in
the Subordinated Indebtedness Fund is subject and subordinate to the pledge thereof made by the First
Resolution for the benefit of the holders of First Resolution Bonds. Principal of the Commercial Paper
Notes is secured solely by the proceeds of bonds issued to repay the Commercial Paper Notes.

The Authority’s obligations to the financial institution providing a standby line of credit in connection
with outstanding Commercial Paper Notes, including the Authority’s obligation to pay principal of and
interest on indebtedness incurred under such line of credit, are secured by a pledge of the moneys and
investments on deposit in the Subordinated Indebtedness Fund on a parity with the pledge to secure the
Second Resolution Bonds. Indebtedness incurred by the Authority under such line of credit, if not repaid
within 90 days, becomes payable over a period ending on the earlier of (i) three years after the expiration of
the line of credit agreement or (ii) five years after the date of incurrence of such indebtedness. Interest on
such advances is also secured by a pledge of Revenues which is subordinate to the pledge securing the First
Resolution Bonds.

Refundable Principal Installments

As permitted by the Second Resolution, the Authority has designated the maturities of certain Bonds as
“Refundable Principal Installments.” The table below shows the series, maturity dates and principal amounts
of those Bonds. A “Refundable Principal Installment” is an installment of principal which the Authority
intends to pay with moneys that are not Revenues. In calculating Adjusted Debt Service for purposes of the
additional bonds test and Debt Service Reserve Fund Requirement under the Second Resolution, the stated
principal amount of a Refundable Principal Installment is treated as if it were payable over a period extending
from the due date of such Refundable Principal Installment through the last date on which it could have been
authorized to be paid under the Act. The assumed amortization is calculated based upon equal annual
payments of principal and interest over such period, with interest at the actual interest cost of the Series of
Bonds that include the Refundable Principal Installment. The Adjusted Debt Service will continue to be
calculated in this manner through the Fiscal Year in which each Refundable Principal Installment is stated to
be due, unless the Authority has not made provision for its payment from sources other than Revenues by the
time it adopts its budget for the Fiscal Year in which a Refundable Principal Installment is stated to be due. If
provision has not been made by that time, Adjusted Debt Service for the Fiscal Year in which the Refundable
Principal Installment comes due will include the full amount of the Refundable Principal Installment. See
“CAPITAL IMPROVEMENT AND FINANCING PROGRAM — Debt Service Requirements.”

Refundable Principal Installments

Maturity
Date Principal

Series —Uune1S) —_Amount

2012 Series DD 2018 $ 35,000,000
2012 Series DD 2027 15,000,000
2012 Series GG 2017 25,000,000
2012 Series GG 2019 25,000,000
2014 Subseries CC-2 2018 65,000,000
2014 Subseries CC-2 2019 45,000,000
Total $210,000,000



For purposes of the Board’s rate covenant, Refundable Principal Installments may be excluded from
Debt Service to the extent they are payable from funds held in trust therefor. See “— Rate Covenant.”

Derivatives

In an effort to reduce its borrowing costs over the life of its bonds, the Authority has entered into
interest rate exchange agreements. For more information on the Authority’s interest rate exchange
agreements, see “APPENDIX D — FINANCIAL STATEMENTS — Note 5.”

Covenant of the State

Section 1045-t of the Act constitutes a pledge of the State to the holders of First Resolution Bonds
and Second Resolution Bonds not to limit or alter the rights vested in the Authority or the Board by the
Act to fulfill the terms of any agreement made with or for the benefit of the holders of the First
Resolution Bonds and Second Resolution Bonds until such obligations together with the interest thereon
are fully met and discharged.
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THE AUTHORITY

Purpose and Powers

The Authority is a public benefit corporation created pursuant to the Act. Among its powers under
the Act, the Authority may borrow money, issue debt and enter into the Agreement, and refund its
bonds and notes and general obligation bonds of the City issued for water or sewer purposes.
Additionally, the Authority has the power to require that the Board charge and collect sufficient rates to
pay the costs of operating and financing the System and to enforce the obligation of the City to
adequately operate and maintain the System, regardless of reimbursement by the Board of costs incurred
by the City for operation and maintenance.

Pursuant to the Act, there is a statutory first lien on the Revenues in favor of the payment of all
amounts due to the Authority under the Agreement. The Revenues remain subject to this lien until
provision for payment of all indebtedness issued by the Authority has been made.

Membership

The Act authorizes a seven-member board to administer the Authority (there is currently one
vacancy). Four of the members of the Board of Directors are designated in the Act as ex officio
members: the Commissioner of Environmental Protection of the City, the Director of Management and
Budget of the City, the Commissioner of Finance of the City and the Commissioner of Environmental
Conservation of the State. Of the three remaining public members, two are appointed by the Mayor and
one is appointed by the Governor. The public members have terms of two years. Pursuant to the Act, all
members continue to hold office until their successors are appointed and qualified.

The current members of the Board of Directors are:

Member w

Dean A. Fuleihan (1) ............ Director of Management and Budget of the City

Joseph J. Martens (1) ............ Commissioner of Environmental Conservation of the State
JacquesJiha (1) ................. Commissioner of Finance of the City

Emily Lloyd (1) .....coovvunnn.. Commissioner of Environmental Protection of the City
Marc V.Shaw (2) ............... Senior Vice Chancellor, City University of New York

Max Von Hollweg (2) ............ Retired Partner, Sidley Austin LLP

(1) Ex officio.
(2) Appointed by the Mayor.

The following is a brief description of certain officers and staff members of the Authority:
Alan L. Anders, Chief Executive Officer

Mr. Anders was appointed Chief Executive Officer in March 2007 after serving as Executive
Director from June 2002 and Treasurer from October 1990 to June 2002. Mr. Anders also serves as
Deputy Director for Finance of the Office of Management and Budget of the City. Prior to joining
the Authority and the City in September 1990, Mr. Anders had been a senior investment banker for
J.P. Morgan Securities since 1977. Prior to that date, he was Executive Director of the Commission
on Governmental Efficiency and Economy in Baltimore, Maryland. Mr. Anders is a graduate of the
University of Pennsylvania and the University of Maryland Law School.

Thomas G. Paolicelli, Executive Director

Mr. Paolicelli was appointed Executive Director in August 2008. Prior to joining the Authority,

PPt}

Mr. Paolicelli was a Vice President/Senior Analyst for Moody’s Investors Service (“Moody’s”) in
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their U.S. Public Infrastructure Team. Prior to joining Moody’s, Mr, Paolicelli worked at the
Authority for nearly 5 years where he served in several capacities, including most recently as
Treasurer. He has a Master’s in Public Administration from the University of Albany and a
Bachelor’s in Civil Engineering from the University of Buffalo.

Robert L. Balducci, Comptroller

Mr. Balducci was appointed Comptroller in May 2014, after having served as Deputy
Comptroller since March 2011 and as Assistant Comptroller from December 2008 to March 2011.
He is a graduate of Baruch College of the City University of New York.

Nameca Sharma, Assistant Comptroller

Ms. Sharma was appointed Assistant Comptroller in February 2015. Ms. Sharma has been
employed in the Accounting Department of the Authority since November 2007. She is a graduate
of York College of the City University of New York and is a Certified Public Accountant currently
licensed to practice in the State of New York.

Prescott D. Ulrey, Secretary

Mr. Ulrey was appointed Secretary in October 2013, after serving as Assistant Secretary since
February 1998. Mr. Ulrey also serves as General Counsel to the Office of Management and Budget
of the City. He is a graduate of the University of California at Berkeley, the Fletcher School of Law
and Diplomacy of Tufts University and Columbia Law School.

Jeffrey M. Werner, Assistant Secretary

Mr. Werner was appointed Assistant Secretary in March 2004. Mr. Werner also serves as
Deputy General Counsel to the Office of Management and Budget of the City. He is a graduate of
Bowdoin College and Columbia Law School.

Albert Rodriguez, Assistant Secretary

Mr. Rodriguez was appointed Assistant Secretary in October 2013. He is a graduate of the
University of New Mexico and Columbia Law School. He also serves as Chief of the Municipal
Finance Division of the New York City Law Department and as Secretary of the Water Board.

Charles C. Barkley, Deputy Treasurer

Mr. Barkley was appointed Deputy Treasurer in February 2015. Prior to joining the Authority,
Charles served as Financial Risk Manager with the Office of the New York City Comptroller’s
Bureau of Asset Management, overseeing financial and operational risk for the City’s combined
pension assets. He has a Master’s in Business Administration from Fordham University, a Master’s
in Public Administration from John Jay College and is designated as both a Certified Treasury
Professional and a Certified Government Financial Manager.
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THE BOARD

Purpose and Powers

The Board is a public benefit corporation of the State created by Chapter 515 of the Laws of 1984.
The primary responsibility of the Board is to fix, revise, charge, collect and enforce rates and other
charges for the System.

The Board is required under the Act to establish rates that will provide adequate funds to pay the
debt service on outstanding Authority indebtedness and the City’s cost of operating and maintaining the
System. In each Fiscal Year, any amounts remaining in the Local Water Fund, after making the required
payments under the Agreement, shall be deposited in the General Account in the Operation and
Maintenance Reserve Fund and shall be available either as a source of funding for System expenditures
or upon certification of the City for deposit to the Authority’s Construction Fund to pay for the costs of
System capital projects. See “APPENDIX C — GLOSSARY AND SUMMARY OF CERTAIN DOCUMENTS —
Summary of the Agreement— Application of Moneys in the Operation and Maintenance Reserve Fund.”

Pursuant to the Lease, the Board has a leasehold interest in the System for a term continuing until
all Bonds or other obligations issued by the Authority are paid in full or provision for payment has been
made. Under the Lease, the City is required to provide billing, collection, enforcement and legal services
to the Board. The Board is required to compensate the City for the cost of these services.

Membership

The Board consists of seven members who are appointed by the Mayor for terms of two years. There are
currently two vacancies. The Act provides that at least one member will have experience in the science of
water resource development and that no member of the Board will be a member of the Authority. The
Chairman is appointed by the Mayor. Pursuant to the Act, all members continue to hold office until their
successors are appointed and qualified.

The current members of the Board are:

Member Occupation

Alan Moss, Chair ............... Retired

Alfonso L. Carney, Jr. ........... Principal, Rockwood Partners LLC

AdamFreed .................... Consultant, Sustainability Practice, Bloomberg Associates
Jonathan E. Goldin .............. General Counsel, Goldin Associates

Arlene M. Shaw ................. Associate, Schulte Roth & Zabel LLP

The following is a brief description of the staff members of the Board:
Steven Lawitts, Executive Director

Mr. Lawitts was appointed Executive Director in May 2006. He was appointed First Deputy
Commissioner of DEP in August 2014. Mr. Lawitts previously served as Chief Financial Officer from
January 2010 to August 2014, as Acting Commissioner from November 2008 to January 2010, and as
First Deputy Commissioner from May 2006 to October 2008. Prior to joining DEP, Mr. Lawitts served as
Senior Vice President at the New York City School Construction Authority for three years. Mr. Lawitts
previously served as Deputy Commissioner of the New York City Department of Sanitation for nearly
ten years. Prior to that, Mr. Lawitts served sixteen years in the transportation industry, including the
MTA (where he was Chief Financial Officer of the Long Island Railroad), Conrail and Amtrak.
Mr. Lawitts is a graduate of Columbia College and received a Master of Business Administration from
Columbia University.

Mathilde O. McLean, Treasurer
Ms. McLean was appointed Treasurer in June 2010. Prior to joining DEP, Ms. McLean worked
as a financial consultant to the New York State Environmental Facilities Corporation, an Assistant
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Vice President at Citigroup in the Municipal Securities Division Infrastructure Group, and a
Consultant with Public Financial Management. Ms. McLean is a graduate of Dartmouth College and
received a Master of Business Administration from Columbia University. She is also a CFA
charterholder.

Greg L. Ascierto, Deputy Treasurer

Mr. Ascierto was appointed Deputy Treasurer in September 2011. He has worked for the
Water Board since 1993, serving as counsel since 2000. Mr. Ascierto received a Juris Doctor from
Brooklyn Law School and a Bachelor’s of Science from the University of Buffalo.

Albert Rodriguez, Secretary

Mr. Rodriguez was appointed Secretary in October 2013. He is a graduate of the University of
New Mexico and Columbia Law School. He also serves as Chief of the Municipal Finance Division
of the New York City Law Department and as an Assistant Secretary to the Authority.
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THE DEPARTMENT OF ENVIRONMENTAL PROTECTION

Organization

Over 5,500 DEP staff members are assigned to the System. Approximately 800 people within the System
staff are assigned to the design and construction of ongoing capital projects, including projects within the CIP,
as hereinafter defined, and approximately 400 provide administrative and support services to both System and
non-System staff. There are approximately 200 additional employees within the DEP staff whose duties are
not related to water and sewer service and whose cost is not included as a System cost.

The New York City Department of Design and Construction (the “DDC”) has responsibility for the
construction and reconstruction of water and sewer mains in the City. Based upon current workloads, a
proportion of DDC’s staff equivalent to 350 full-time positions is devoted to System construction projects.

DEP is managed by a Commissioner, who is appointed by the Mayor. It is organized into seven
functional areas: (1) Utility Operations, (2) Capital Program Delivery, (3) Sustainability and Regulatory
Compliance, (4) Financial Management, Administration and Customer Service, (5) Legal Affairs, (6)
Police and Security, and (7) Executive.

Utility Operations consists of three operating Bureaus: the Bureau of Wastewater Treatment; the
Bureau of Water Supply; and the Bureau of Water and Sewer Operations.

Capital Program Delivery is managed by the Bureau of Engineering, Design and Construction,
which manages the design and construction of major capital projects, including major water transmission
facilities, water treatment facilities, wastewater treatment and disposal facilities, wastewater pumping
stations and stormwater/Combined Sewer Overflow facilities.

Sustainability and Regulatory Compliance is managed by the Sustainability group, which is
responsible for the development and implementation of environmental policy and strategy, including
water and air quality, the noise code, and other quality of life issues. Sustainability includes the Office of
Green Infrastructure, the Bureau of Environmental Planning and Analysis and the Bureau of
Environmental Compliance.

The First Deputy Commissioner oversees the Budget Office, the Bureau of Customer Services,
Labor Relations and Discipline, Organizational Development, the Office of the Agency Chief
Contracting Officer, Information Technology, Engineering, Audit, Fleet Management, Energy,
Environmental Health and Safety, and other administrative divisions.

Legal Affairs is responsible for handling DEP’s legal matters. The Bureau of Police and Security is
responsible for protecting the City water supply and the associated critical infrastructure from terrorism,
pollution and crime. Executive includes the Commissioner and Chief of Staff, as well as Green Policy
and the Bureau of Public Affairs.

The following are brief descriptions of certain management personnel responsible for the operation
of the System.

Emily Lloyd, Commissioner

Ms. Lloyd was appointed Commissioner in March 2014. Commissioner Lloyd previously served
as Commissioner of DEP from 2005 through 2008. Prior to returning to DEP in 2014, Commissioner
Lloyd served as the Administrator of Prospect Park and President of the Prospect Park Alliance.
From 2008 through 2011, she served as Chief Operating Officer of Trinity Real Estate. Prior to
joining DEP in 2005, Commissioner Lloyd served as Executive Vice President for Columbia
University for ten years, as Executive Vice President for Government and Community Affairs and
Executive Vice President for Administration. Commissioner Lloyd has devoted much of her
professional career to public service. She has also served as Commissioner of the New York City
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Department of Sanitation, Director of Business Development and General Manager of Aviation
Customer Services for the Port Authority of New York and New Jersey, and Commissioner for
Traffic and Parking for the City of Boston. Ms. Lloyd is a graduate of Wellesley College and
received a Master of City Planning from the University of Pennsylvania. She also was a Loeb Fellow
at Harvard University, has served on a variety of boards and commissions and is a lifetime Fellow of
the National Academy of Public Administration.

Steven Lawitts, First Deputy Commissioner

Mr. Lawitts was appointed First Deputy Commissioner in August 2014. Mr. Lawitts previously
served as Chief Financial Officer from January 2010 to August 2014, as Acting Commissioner from
November 2008 to January 2010, and as First Deputy Commissioner from May 2006 to October
2008. Prior to joining DEP, Mr. Lawitts served as Senior Vice President at the New York City
School Construction Authority for three years. Mr. Lawitts previously served as Deputy
Commissioner of the New York City Department of Sanitation for nearly ten years. Prior to that,
Mr. Lawitts served sixteen years in the transportation industry, including the MTA (where he was
Chief Financial Officer of the Long Island Railroad), Conrail and Amtrak. Mr. Lawitts is a graduate
of Columbia College and received an MBA from Columbia.

Nancy Cianflone, Deputy Commissioner

Ms. Cianflone was appointed Deputy Commissioner, Bureau of Customer Services in January
2015. Prior to joining DEP, Ms. Cianflone was the Director of Program Development and
Governance at National Grid where she was responsible for Consumer Advocacy and Low Income
Programs, Escalated Complaints, and regulatory relationships for all National Grid jurisdictions.
During her 33-year tenure at National Grid (formerly Brooklyn Union and KeySpan Energy Corp),
Ms. Cianflone held positions in Rates and Regulatory Affairs, Government Relations, Internal
Auditing, Credit and Collections, Consumer Analysis, Call Center training, quality assurance and
communications. Ms. Cianflone is a graduate of St. Francis College (Brooklyn) and received her
MBA from Pace University.

David M. Cohen, Esq., Deputy Commissioner

Mr. Cohen was appointed Deputy Commissioner for Labor Relations and Discipline in May
2014. He previously had served as Deputy Commissioner — Labor Counsel of the New York City
Police Department since January 2007. Mr. Cohen was Assistant Vice President for Employee and
Labor Relations at Columbia University from 1996-2006, was a human resources consultant from
1989-1996, and served as Labor Counsel of the Metropolitan Transportation Authority and Director
of Labor Relations for the Long Island Rail Road from 1984-1989. He was an attorney with the U.S.
Government prior to 1984. Mr. Cohen received a Bachelor of Science in Industrial and Labor
Relations from Cornell University and a Juris Doctor from George Washington University.

Angela Licata, Deputy Commissioner

Ms. Licata was appointed Deputy Commissioner for Sustainability in December 2011. She has
been with DEP since 1988 and has served in numerous positions most recently as Deputy
Commissioner of the Bureau of Environmental Planning and Analysis. Ms. Licata is a graduate of
Harpur College, Binghamton University.

Kevin McBride, Deputy Commissioner

Mr. McBride was appointed Deputy Commissioner of the Bureau of Police and Security in May
2009. Mr. McBride joined DEP from the New York City Police Department where he has served for
over 30 years and holds the rank of Deputy Chief. While with the NYPD he served in several
command capacities with extensive experience in operational, investigatory and managerial
assignments. Mr. McBride holds a Bachelor of Science in Business from the University of the State
of New York and a Master of Public Administration from Marist College.
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John Petito, P.E., Acting Deputy Commissioner

Mr. Petito was appointed Acting Deputy Commissioner of the Bureau of Wastewater
Treatment in November 2014. He has worked for the City of New York since 1979, being with DEP
for all but two years. Mr. Petito has held numerous positions in the bureau, most recently as
Assistant Commissioner of Operations. His other positions included Director of Plant Operations,
Division Chief of Systems Engineering, and Division Chief of Biosolids Engineering and Planning.
Mr. Petito has a Bachelor of Engineering Degree from Manhattan College and is a registered
Professional Engineer in New York State as well as a New York State Certified Grade 4A
Wastewater Treatment Operator.

Diana Jones Ritter, Deputy Commissioner

Ms. Ritter was appointed Deputy Commissioner of Organizational Development in January
2013. Ms. Ritter oversees DEP’s talent management systems and functions including Human
Resources, Recruiting and Training. Ms. Ritter has over 28 years of governmental experience
including as Managing Director of the Metropolitan Transportation Authority, Commissioner of the
New York State Office of Mental Retardation and Developmental Disabilities, and in various
positions with the New York State Office of the Comptroller. Ms. Ritter is a graduate of Morgan
State University, Baltimore, Maryland.

James Roberts, P.E., Deputy Commissioner

Mr. Roberts was appointed Deputy Commissioner of the Bureau of Water and Sewer Operations in
November 2006. Mr. Roberts has been with DEP since 1986 and has served in numerous capacities
including Borough Construction Engineer in the Borough of Queens and Chief of Shaft and Tunnel
Maintenance and Operations for the Bureau of Water and Sewer Operations. Mr. Roberts is a
Registered Professional Engineer and a graduate of Manhattan College’s School of Engineering.

John Rousakis, General Counsel

John Rousakis was appointed General Counsel in February 2012. Prior to joining DEP,
Mr. Rousakis was Counsel in the Energy, Natural Resources and Environment Group of the law
firm of O’Melveny & Myers LLP and an Associate in the Environmental Group of the law firm of
Morgan, Lewis & Bockius LLP. He also served as Counsel to the Chair of the New York State
Assembly Environmental Conservation Committee. Mr. Rousakis holds a Juris Doctor degree from
the New York University School of Law and a Bachelor of Science in Engineering from Princeton
University.

Paul Rush, P.E., Deputy Commissioner

Mr. Rush was appointed Deputy Commissioner of the Bureau of Water Supply in December
2006. He has been with the DEP since 1992. Most recently, Mr. Rush served as the Director, West of
Hudson Operations Division of the Bureau of Water Supply and prior to that he held positions as
District Engineer and Chief of Operations for the City’s Delaware Water Supply System. Prior to
joining DEP, Mr. Rush served on active duty with the United States Army as an Engineer Officer.
Mr. Rush holds a Master of Science degree in Civil Engineering from Michigan Technological
University and Bachelor of Science degree in Civil Engineering from the United States Military
Academy. He is a Registered Professional Engineer in the State of New York.

Vincent Sapienza, P.E., Deputy Commissioner

Mr. Sapienza was appointed Deputy Commissioner of the Bureau of Engineering Design and
Conservation in November 2014. Mr. Sapienza previously served as the Deputy Commissioner of the
Bureau of Wastewater Treatment from September 2009 to November 2014. Since joining DEP in 1983,
Mr. Sapienza has held numerous positions in the Bureau of Wastewater Treatment as Assistant
Commissioner of Wastewater Treatment, Director of Regulatory Compliance, Chief of North
Operations, Chief of Operations Support and Chief of Program Development. Mr. Sapienza is a
graduate of Columbia University’s School of Engineering and Applied Science and received a Master of
Business Administration from Hofstra University. He is a Professional Engineer.
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Labor Relations

During the last decade, there have been no strikes or major work stoppages of DEP employees
affecting the System. Approximately 95% of DEP’s employees are members of labor unions which
represent such employees in collective bargaining with the City. The majority of DEP employees who
are members of unions are members of District Council 37 of the American Federation of State, County
and Municipal Employees (“DC 377). On August 5, 2014, the City reached a collective bargaining
agreement with DC 37 for the collective bargaining round covering the period 2010-2017 (the “DC 37
Settlement”). The DC 37 Settlement is consistent with the pattern reflected in the UFT Settlement, as
described below. Those DEP employees who are not members of labor unions have generally received
salary and benefit increases consistent with DC 37.

On June 3, 2014, the City and the United Federation of Teachers reached a collective bargaining
agreement covering the 2008-2010 round of collective bargaining and the round covering the period
2010-2017 (the “UFT Settlement”). Projected operation and maintenance expenses in this Official
Statement assume that settlements with approximately 2,700 unsettled DEP employees will be consistent
with the pattern set by the UFT Settlement, with the exception of approximately 750 sewage treatment
workers whose contract expired at the end of the 2006-08 round of collective bargaining, for whom the
assumptions have been adjusted to reflect a preliminary wage determination from the City Comptroller’s
Office which covers the 2008-10 round of collective bargaining and extends through fiscal year 2011.
There can be no assurances that settlements with unsettled DEP employees will be consistent with the
UFT Settlement.

For information on other assumptions related to personal services costs, see “FINANCIAL
OPERATIONS — Projected Operation and Maintenance Expenses.”

CAPITAL IMPROVEMENT AND FINANCING PROGRAM

Ten Year Capital Strategy, Current Capital Plan and the Capital Improvement Program

The City’s Preliminary Ten Year Capital Strategy, which is updated every two years, was released
on February 9, 2015 (the “Preliminary Ten Year Capital Strategy”). The Preliminary Ten Year Capital
Strategy is expected to be updated with the Mayor’s Executive Budget in April 2015 and adopted in June
2015. Such update may result in changes to the total amount of projected capital commitments. The
Preliminary Ten Year Capital Strategy includes the projected contractual commitments for capital
improvements to the System for Fiscal Years 2016 through 2025. The City’s Current Capital Plan (the
“Current Capital Plan”), which covers Fiscal Years 2015 through 2019, was published on February 9,
2015, is typically updated three times each Fiscal Year and is consistent with the Preliminary Ten Year
Capital Strategy for Fiscal Years 2016 through 2019.

Projected capital commitments to the System for Fiscal Years 2015 through 2025 are reflected in the
Capital Improvement Program (the “CIP”), which consists of the Current Capital Plan and the last six
years of the Preliminary Ten Year Capital Strategy. The dollar amounts in the CIP are a projection of
contractual obligations to be entered into during each Fiscal Year and not a projection of capital
expenditures . See “CAPITAL IMPROVEMENTS AND FINANCING PROGRAM — Sources and Uses of
Capital Funds” for projected capital expenditures.

The CIP establishes long range programmatic goals for the System and reflects a review of the
present condition and long-term needs of the plant and equipment constituting the System. The CIP
incorporates the replacement cycle for System facilities, extensions to the present service area, and
programs to enhance and optimize the operation of the System. Allowances are included in the CIP for
emergency repair and replacement. The value of the actual work done in any given year will differ from
that outlined in the CIP.

Prior to the release of the Preliminary Ten Year Capital Strategy, the prior CIP covering Fiscal
Years 2015 through 2023 had been evaluated independently by AECOM, which concluded that it was
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responsive to the long-term operating requirements of the area served by the System. AECOM is
reviewing the Preliminary Ten Year Capital Strategy and expects to issue its report on the current CIP in
March 2015. See “APPENDIX A —LETTER OF AECOM USA, Inc., CONSULTING ENGINEERS.”

Although Amawalk Consulting, the Authority’s rate consultant, has not performed a detailed
independent review of the capital program elements and has not made an engineering evaluation of the
System, Amawalk Consulting has concluded that the gross level of anticipated commitments through
Fiscal Year 2025 as reflected in the CIP appears to be reasonable compared to other large water and
wastewater utilities.
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Following is an explanation of the major capital program elements within the CIP.

Water Supply and Transmission

Conveyance and Water Supply/Water for the Future. DEP is engaged in research to develop
alternate conveyance conduits and/or water supplies for the City in order to provide more dependability
within the Water System, including the Rondout-West Branch Tunnel. The alternate water supplies or
conveyances could be used during drought situations, to augment the City’s daily water supply, or during
repairs and inspections of existing aqueducts and tunnels.

DEP has completed an evaluation of alternatives to mitigate leaks in the Rondout-West Branch
Tunnel and has elected to construct an approximately three mile long bypass tunnel which will allow
DEP to repair the leaks. The cost of the bypass tunnel and associated conservation and alternative
supply measures is estimated to be $1.1 billion. For additional information, see “THE SYSTEM — The
Water System — Water Collection and Distribution — The Rondout-West Branch Tunnel.”

Tunnel 3. Stages I and II of Tunnel 3 include completion of the Brooklyn/Queens and Manhattan
segments. Stage I became operational in July 1998 and has improved the reliability of the transmission
system. The Manhattan segment of Stage II was completed in October 2013. Completion of the
Brooklyn/Queens segment of Stage II will improve services to Staten Island, Brooklyn and Queens. See
“THE SYSTEM — The Water System — Water Collection and Distribution.”

Water Distribution

Croton Filtration Project. The City is a party to a federal court consent decree with the United
States and the State which sets out a timetable for the design and construction of a full-scale water
treatment facility to filter Croton System water. See “THE SySTEM — The Water System —
Governmental Regulation.”

Dam Safety Program. Engineering reports sponsored by the U.S. Army Corps of Engineers indicated
that the dams and reservoirs in service in the Catskill, Croton and Delaware Systems are safe but in need of
rehabilitation and reconstruction. An ongoing dam reconstruction program has been established for
rehabilitation of dams within the Catskill, Croton and Delaware watersheds and the Kensico Dam.

Trunk Distribution and Main Extension and Replacement. 'This program includes the improvement
and extension of the water distribution network for both trunk and distribution water mains. The
program facilitates the replacement of undersized or failing system elements and enhances network
reliability.

Water Quality Preservation. The City provides for improvements to the upstate watersheds
including projects undertaken pursuant to the FADs (as hereinafter defined) in the Catskill and
Delaware watersheds such as the acquisition of environmentally sensitive property, the creation of
community wastewater management systems in areas where because of historic development patterns,
individual septic systems do not provide adequate treatment, and retrofits to capture and treat
stormwater from developed areas. See “THE SySTEM — The Water System — Governmental
Regulation,” “THE SYSTEM — Overview,” and “THE SYSTEM — The Water System — Water Collection
and Distribution.”

Water Pollution Control

Consent Decree Upgrading and Construction. The Clean Water Act (as hereinafter defined) and
several consent decrees and orders between DEP and the New York State Department of
Environmental Conservation (“NYSDEC”) require improvements to the City’s wastewater treatment
infrastructure. The plant upgrades include the retrofitting of eight plants to achieve additional nitrogen
treatment and upgrades at the Newtown Creek plant to improve plant operations. DEP is also required
to implement measures to address discharges through the City’s combined sewer overflow (“CSO”)
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outfalls which, during periods of heavy rainfall, release a combination of stormwater and sewage that
bypasses treatment into the City’s waterways. See “THE SYSTEM — The Sewer System — Governmental
Regulation.”

Plant Upgrading and Reconstruction. This program includes various projects undertaken to
upgrade or reconstruct treatment plants, sewage pump stations, motor vessels, regulators and
components of the plant treatment system.

Plant Component Stabilization. This program includes the replacement and reconstruction of
failing components within the fourteen plants and their related facilities necessary to maintain reliability
and the retrofit of eight water pollution control plants to decrease the amount of nitrogen discharged
into the surrounding water.

Green Infrastructure. 'The Green Infrastructure Program is an approach to managing storm water
and improving water quality by reducing the frequency of Combined Sewer Overflow (“CSO”) events
through the construction of rainwater capture facilities such as bioswales and green roofs.

Water Quality Mandates. The United States Environmental Protection Agency (“USEPA”) and
NYSDEC have imposed various water quality requirements on DEP, including mandates to mitigate
CSOs, mandates to reduce chlorine discharge at waste water treatment plants and mandates to reduce
storm water runoff in areas of the City served by separate sewers designed to carry only storm water.
DEP is working with USEPA and NYSDEC to address these mandates.

Sewers

Replacement or Augmentation. This program provides for projects that expand the capacity of the
Sewer System.

Extensions. The City constructs sewers to replace septic tanks in populated areas to avoid health
problems associated with viruses, bacteria and other sewage-related pollutants and minimizes
stormwater flooding.

Programmatic Replacement and Reconstruction. This program provides for replacement and
reconstruction of storm sewers for the alleviation of flooding.

Replacement of Chronically Failing Components. This program provides for the replacement of
sewers that have already collapsed or experience chronic malfunctions (for example, sagging, bends or
improper alignment) that cannot be addressed through maintenance or experience chronic malfunction
due to inadequate capacity.

Bluebelt. The Bluebelt System is a cost effective storm water management system that connects
natural drainage corridors, such as streams and wetlands, to conventional storm sewers to reduce local
flooding.

Equipment

Conservation. This program provides for the installation and replacement of water meters in
residential and commercial properties.

Utility Relocation for Sewers and Water Main Projects. Under the City’s cost-sharing agreement
with gas utilities, the City is required to pay 51% of utility work required as a result of water main and
sewer construction projects.
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Historical Capital Program

The following table presents capital commitments and capital expenditures of the System for Fiscal
Years 2010 through 2014. Capital commitments are contractual obligations entered into during the Fiscal
Year while capital expenditures represent cash payments made during the Fiscal Year.

System Capital Commitments and Expenditures
(Millions of Dollars)

FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
System All System All System All System All System All

Commitments Funds(1) Funds(2) Funds(l) Funds(2) Funds(l) Funds(2) Funds(1) Funds(2) Funds(1) Funds(2)
Water Supply and

Transmission (3) .... $ 89 $ 89 $ 1 $ 1 $ 97 $ 97 $ 316 $ 316 $ 21 $ 21
Water Distribution . ... 660 660 602 602 578 590 402 402 343 345
Water Pollution

Control ............ 1,315 1,530 354 361 571 570(4) 454 456 412 408(4)
Sewers . ... 127 134 178 190 366 368 279 288 300 302
Equipment ........... 137 237 100 98(4) 59 59 65 58(4) 84 84
Total ................ $2,328 $2,650 $1,235 $1,252 $1,671 $1,684 $1,516 $1,521 $1,160 $1,160

FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
System All System All System All System All System All

Expenditures (5) Funds(1) Funds(2)(6) Funds(l) Funds(2)(6) Funds(l) Funds(2)(6) Funds(l) Funds(2)(6) Funds(l) Funds(2)(6)
Water Supply and

Transmission (3) .... $§ 71 $ 72 $ 118 $ 131 $ 132 $ 123(4) $§ 90 $ 102 $ 158 $ 153(4)
Water Distribution .... 1,334 1,343 1,196 1,150(4) 943 918(4) 718 696(4) 600 555(4)
Water Pollution Control 1,118 838(4) 1,128 1,126(4) 957 995 718 699(4) 548 516(4)
Sewers ... 196 203 174 177 184 200 247 254 274 287
Equipment ........... 146 170 216 240 120 169 91 92 71 67(4)
Total ................ $2,865 $2,626 $2,832 $2,824 $2,336 $2,405 $1,864 $1,843 $1,651 $1,578

Totals may not add due to rounding.

(1) System Funds include the proceeds of Authority bonds sold directly to the public and those privately placed with the
Corporation under the revolving fund program and System revenues.

(2) All Funds include federal and State capital grants.

(3) Includes capital costs for improvements to upstate water pollution control plants which were paid for with the proceeds of
Authority bonds but which are reported as operating expenses in the System’s financial statements because such plants are
owned by municipalities outside the City.

(4) Cancellation of a non-City contract caused the All Funds commitment level to fall below the System Funds level.

(5) System Funds are shown on a modified cash basis and reflect cash expended for System capital commitments, excluding
federal and State grant-funded expenditures. All Funds, which include federal and State grant-funded expenditures, are shown
on an accrual basis.

(6) All Funds exclude expenditures for pollution remediation costs of $250 million in Fiscal Year 2010, $19 million in Fiscal Year
2011, $23 million in Fiscal Year 2012, $8 million in Fiscal Year 2013 and $23 million in Fiscal Year 2014, which are reported in
the System’s financial statements as operating costs.

Financing Program

Prior Financing. ~ Since the first issuance of bonds by the Authority in 1985, capital improvements to the
System have been financed primarily with (i) proceeds of bonds sold directly to the public and privately
placed with New York State Environmental Facilities Corporation (the “Corporation”) in connection with
the revolving loan fund program described below, (ii) federal and State capital grants, and (iii) cash-financed
capital construction paid from System revenues. See “Debt Service Requirements” below.

Future Financing. The Authority estimates that nearly 100% of the System’s capital costs will be paid
from: (i) proceeds of bonds and other forms of indebtedness sold to the public and privately placed with, or
supported by, the Corporation and (ii) System revenues. Implementation of the CIP is dependent upon the
Authority’s ability to market its securities successfully in the public credit markets. For purposes of
forecasting revenue requirements for the System, the principal amount of bonds estimated to be issued for
capital purposes as of May 23, 2014, excluding refunding bonds, in each of the Fiscal Years 2015 through 2019
averages approximately $1.3 billion per year. Projected Authority capital spending reflects commitments from
both current and prior years. See the table entitled “Sources and Uses of Capital Funds” below.
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Historically, federal grant funds were provided pursuant to the Federal Water Pollution Control
Act, as amended by the Clean Water Act of 1977 and by the Water Quality Act of 1987 (the “Clean
Water Act”), in a program administered by the states, for construction and reconstruction of water
pollution control facilities. The City has used these grant funds for five water pollution control plants:
Oakwood Beach, Coney Island, Owls Head, Red Hook and North River. The Clean Water Act currently
requires states to use federal funds in revolving loan programs in lieu of a federal grant program for
water pollution control facilities. To this end, a revolving loan program has been established by the State
and administered by the Corporation in order to use federal financial assistance together with State
matching grants in a program to assist municipalities to construct eligible sewage facilities by providing
subsidized loans. In addition, pursuant to the Safe Drinking Water Act Amendments of 1996, the State
has also initiated a revolving loan program, also administered by the Corporation, to provide loans for
drinking water projects. The Authority has participated in loans under both of the revolving loan
programs and anticipates receiving additional financial assistance under the programs. These revolving
loan programs have routinely featured the public sale of bonds by the Corporation to finance the
purchase by the Corporation of Second Resolution Bonds.

The Corporation has entered into an agreement to provide the Authority with approximately
$217.5 million in funds made available for certain projects through the American Reinvestment and
Recovery Act of 2009 (the “Recovery Act”) and the Corporation has entered into an agreement to
provide the Authority with $30 million in funds made available for certain projects through the Clean
Water State Revolving Fund. To date, the Authority has received approximately $231.8 million. The
Authority expects to receive the remaining funds over the current and next fiscal years. The projected
issuance of Authority debt in Fiscal Years 2015 through 2019 does not assume the receipt of such funds.
Once fully drawn and the financed projects are completed, the loan principal will be granted to the
Authority.

The Corporation has entered into agreements to provide the Authority with $690 million in funds
for certain projects through the Clean Water State Revolving Fund. The Authority issued $320 million of
its Fiscal 2014 Series 3 and $370 million of its fiscal 2015 Series 1 bond anticipation notes to the
Corporation. The Authority has drawn $165.3 million on the notes. The Authority expects to draw on
the notes over the next two years.
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Sources and Uses of Capital Funds

May 23, 2014. See “INTRODUCTORY STATEMENT — Financial Projection Assumptions.”

Line
No.

—_

(o), RN

11

12
13
14

)

Sources and Uses of Capital Funds
(Millions of Dollars)

Description

Sources of Funds
Proceeds from Sale of Bonds (1)(2) ..

Proceeds from Commercial Paper

Notes . ....ooviii i
Total Sourcesof Funds ............
Uses of Funds

Refunding of Prior Bonds (2) ......
Deposit to Construction Fund . . . . ..

Retirement of Commercial Paper

Notes (1) ooveeviinenn,
Other(3) ...,

Total Uses of Funds

Construction Fund
Beginning Balance ...............

Transfer from Proceeds from

Commercial Paper Notes ........

Cash Financed Capital Construction

4) o

Total Available Construction Funds

() o
Less: Total Capital Spending (5) .. ..

Ending Balance ..................

which is not included in this table.

@
()
4
®)

The following table presents the projected sources and uses of the funds for the System as of

Period

2015 2016 2017 2018 2019 Total
$ 16160 $13500 $12420 $1,2640 $1,168.0 $ 6,640.0
. 1,321.0 1,289.0 1,186.0 1,208.0 1,116.0 6,120.0
. 2,937.0 2,639.0 2,428.0 2,472.0 2,284.0 12,760.0
. 320.0 0.0 0.0 0.0 0.0 320.0
. 1,321.0 1,289.0 1,186.0 1,208.0 1,116.0 6,120.0
. 1,221.0 1,289.0 1,186.0 1,208.0 1,116.0 6,020.0
. 75.0 61.0 56.0 56.0 52.0 300.0
2,937.0 2,639.0 2,428.0 2,472.0 2,284.0 12,760.0
. 250.0 350.0 350.0 350.0 350.0 250.0
. 1,321.0 1,289.0 1,186.0 1,208.0 1,116.0 6,120.0
. 225.0 225.0 225.0 250.0 300.0 1,225.0
. 1,796.0 1,864.0 1,761.0 1,808.0 1,766.0 7,595.0
. (1,446.0) (1,514.0) (1,411.0) (1,458.0) (1,416.0) (7,245.0)

. $ 3500 $ 3500 $ 3500 $ 3500 $ 3500 $ 350.0
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Fiscal Year 2015 includes refunding of $320 million of Bond Anticipation Notes issued to the Corporation.
Includes issuance costs and Debt Service Reserve Fund requirements.
Funds projected for Cash Financed Capital Construction may also be used for the defeasance of bonds.
Capital spending reflects commitments from current and prior years.

The Authority expects to receive $18 million from the Corporation through the Clean Water State Revolving Fund program,



The following table shows projected debt service requirements, including payments on outstanding
bonds and on future bonds projected to be issued as of May 23, 2014. For additional information, see
“— Debt Service Requirements.”

Future Debt Service Requirements
(Millions of Dollars)

Line Bond
No. Description Issues 2015 2016 2017 2018 2019
First Resolution Debt Service
1 Outstanding Bonds . . ............coviiinienn... $ 2919 § 3133 $ 332.1 $ 3228 § 3553
Anticipated Future Bonds

2 Fiscal Year2015Bonds ......................... $350.0 9.6 19.3 19.3 19.3 19.3
3 Fiscal Year 2016 Bonds ......................... 279.0 0.0 8.4 16.7 16.7 16.7
4 Fiscal Year2017Bonds . ...............coooun.... 251.0 0.0 0.0 8.5 17.1 17.1
5 Fiscal Year 2018 Bonds ......................... 257.0 0.0 0.0 0.0 8.7 17.5
6 Fiscal Year2019Bonds ......................... 231.0 0.0 0.0 0.0 0.0 7.9
7 Total First Resolution Debt Service ............... 301.5 340.9 376.6 384.6 433.7

Subordinated Obligations
Second Resolution Authority Debt Service (1)

8 Outstanding Authority Bonds Issued to the Public ... 880.7 1,000.8  929.6 9533  939.1
Anticipated Future Second Resolution Bonds

9 Fiscal Year2015Bonds ..................... ... 966.0 25.0 52.8 52.8 52.8 52.8
10 Fiscal Year 2016 Bonds ......................... 771.0 0.0 222 46.6 46.6 46.6
11 Fiscal Year 2017 Bonds .............cooiunnn.. 691.0 0.0 0.0 22.3 46.3 46.3
12 Fiscal Year 2018 Bonds ......................... 707.0 0.0 0.0 0.0 22.8 47.4
13 Fiscal Year 2019 Bonds ......................... 637.0 0.0 0.0 0.0 0.0 20.6
14 Interest Payments on Commercial Paper Notes . . . ... 18.0 25.5 25.5 25.5 25.5
15 Outstanding Second Resolution Bonds Issued to

EFC .o 479.0 4758 4719  460.3 4485

Anticipated Future Second Resolution EFC Bonds

16 Fiscal Year2015Bonds ......................... 300.0 8.2 20.5 20.5 20.5 20.5
17 Fiscal Year 2016 Bonds ......................... 300.0 0.0 8.9 21.7 21.7 21.7
18 Fiscal Year 2017 Bonds .......... ..., 300.0 0.0 0.0 10.1 23.6 23.6
19 Fiscal Year 2018 Bonds ......................... 300.0 0.0 0.0 0.0 10.1 23.6
20 Fiscal Year 2019 Bonds ......................... 300.0 0.0 0.0 0.0 0.0 10.1
21 Less: Current EFC Subsidy (2) .................... (92.3) (883) (84.1) (799 (75.7)
22 Less: Future EFC Subsidy (3) ..................... (3.0) (8.0) (15.0) (21.0) (28.0)
23 Actual Debt Service on Subordinated

Indebtedness ............. ... .. Ll 1,315.6 15103 1,501.9 1,582.6 1,622.4
24 Less: Carryforward Revenues .................... (845.3) (903.9) (871.6) (870.0) (838.9)
25 Net Debt Service on Subordinated Indebtedness .. .. 4703 6064 6303  712.6 7835
26 Total Debt Service Payable from Current

Revenues (Line 7+Line 25) (4) .................. $ 771.8 $ 947.2 $1,006.9 $1,097.2 $1,217.2

(1) Debt service does not reflect federal interest subsidy payments on Build America Bonds. Federal subsidy payments on
outstanding Build America Bonds are included as Revenues. See “FINANCIAL OPERATIONS — Projected Revenues.”

(2) Includes the estimated Corporation subsidy on outstanding Second Resolution Bonds.

(3) Includes the estimated Corporation subsidy on anticipated future Second Resolution Bonds.

(4) Includes Total First Resolution Debt Service plus net Debt Service on Subordinated Indebtedness.
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For purposes of these projections, the Authority has assumed that interest rates on future Authority
First Resolution Bonds and Authority Second Resolution Bonds issued to the public will be 5.5% for
Fiscal Year 2015, 6% for Fiscal Year 2016 and 6.8% for Fiscal Year 2017 and each year thereafter.
Interest rates on future Authority Second Resolution Bonds issued to the Corporation will be 5.45% for
Fiscal Year 2015, 5.95% for Fiscal Year 2016, and 6.75% for Fiscal Year 2017 and each year thereafter
prior to expected interest rate subsidies. The Authority has further assumed that existing and future
adjustable rate bonds and Commercial Paper Notes bear interest at an average rate of 3% for Fiscal
Year 2015 and 4.25% for Fiscal Year 2016 and each year thereafter.

Debt Service Requirements

The following schedule sets forth as of the date of this Official Statement the amount required
during each Fiscal Year (ending June 30) shown below for the payment of the principal of and the
interest (including the Accreted Value of all Capital Appreciation Bonds) on Outstanding Authority
First Resolution Bonds and Authority Second Resolution Bonds assuming that all adjustable rate bonds
bear interest at an average rate of 3% for Fiscal Year 2015 and 4.25% for each Fiscal Year thereafter
with interest computed on the basis of a 30-day month and a 360-day year. The schedule does not include
debt service on any outstanding Commercial Paper Notes.

27



FY Ending
June 30

Debt Service Requirements

Debt Service on

Debt Service

Debt Service on Debt Service on . . Second Resolution on First

Outstanding Outstanding Fiscal 2015 Series FF Bonds, including and Second

First Resolution ~ Second Resolution Bonds Fiscal 2015 FF Resolution
Bonds(1) Bonds(2)(3)(4) Principal Interest Bonds(2)(3)(4) Bonds(1)(2)(3)(4)
116,052,400 $ 794,959,675 $ — % 6201934 $ 801,161,609 $ 917,214,009
248,596,900 1,458,068,391 — 25,371,550 1,483,439,941 1,732,036,841
267,389,994 1,387,172,872 — 25,371,550 1,412,544,422 1,679,934,416
258,132,606 1,401,752,510 — 25,371,550 1,427,124,060 1,685,256,666
290,648,356 1,381,748,348 - 25,371,550 1,407,119,898 1,697,768,254
351,105,381 1,483,430,833 - 25,371,550 1,508,802,383 1,859,907,764
338,131,306 1,449,508,822 — 25,371,550 1,474,880,372 1,813,011,679
357,707,575 1,462,161,959 — 25,371,550 1,487,533,509 1,845,241,084
432,731,050 1,380,087,015 — 25,371,550 1,405,458,565 1,838,189,615
455,976,975 1,343,651,920 — 25,371,550 1,369,023,470 1,825,000,445
303,920,725 1,445,091,339 18,355,000 25,371,550 1,488,817,889 1,792,738,614
264,307,925 1,548,771,167 28,225,000 24,503,800 1,601,499,967 1,865,807,892
344,667,925 1,408,105,921 73,840,000 23,092,550 1,505,038,471 1,849,706,396
347,077,000 1,435,327,035 47,990,000 19,400,550 1,502,717,585 1,849,794,585
280,339,538 1,478,496,016 65,000,000 17,278,750 1,560,774,766 1,841,114,304
450,386,338 1,364,005,786 18,100,000 14,028,750 1,396,134,536 1,846,520,874
251,852,188 1,530,118,561 29,535,000 13,349,500 1,573,003,061 1,824,855,249
446,313,275 1,399,779,485 23,910,000 11,872,750 1,435,562,235 1,881,875,510
572,278,350 1,258,465,225 — 10,677,250 1,269,142,475 1,841,420,825
137,611,175 1,707,424,933 — 10,677,250 1,718,102,183 1,855,713,358
339,266,175 1,499,872,102 — 10,677,250 1,510,549,352 1,849,815,527
354,040,838 1,514,803,346 - 10,677,250 1,525,480,596 1,879,521,433
700,680,838 1,096,161,794 76,240,000 10,677,250 1,183,079,044 1,883,759,881
627,920,088 1,184,452,066 50,020,000 7,440,250 1,241,912,316 1,869,832,403
457,206,088 1,325,199,986 98,785,000 4,939,250 1,428,924,236 1,886,130,324
435,604,650 1,469,930,236 — — 1,469,930,236 1,905,534,886
22,312,500 1,880,954,473 — — 1,880,954,473 1,903,266,973
22,312,500 1,891,088,851 - — 1,891,088,851 1,913,401,351
22,312,500 1,876,227,885 - — 1,876,227,885 1,898,540,385
222,312,500 1,668,291,399 — — 1,668,291,399 1,890,603,899
338,812,500 1,368,960,023 — — 1,368,960,023 1,707,772,523
— 748,366,723 — — 748,366,723 748,366,723
— 1,544,469,661 — — 1,544,469,661 1,544,469,6601
- 256,310,786 — — 256,310,786 256,310,786
— 446,903,811 - — 446,903,811 446,903,811
- 479,903,811 - — 479,903,811 479,903,811
— 10,778,811 — — 10,778,811 10,778,811
— 8,342,306 — — 8,342,306 8,342,306
— 6,294,710 — — 6,294,710 6,294,710
$10,058,008,156  $48,395,440,595 $530,000,000 $449,209,834 $49,374,650,430  $59,432,658,586

Totals may not add up due to rounding.

(1) Does not include debt service on the Authority’s First Resolution Bonds expected to be refunded with the proceeds of the Fiscal 2015 Series FF

Bonds.

(2) Net of projected subsidy from the Corporation.

(3) Does not reflect the interest subsidy provided by the federal government on Build America Bonds pursuant to the Recovery Act.

(4) Assumes that the outstanding Fiscal 2012 Series DD Bonds, Fiscal 2012 Series GG Bonds and Fiscal 2014 Subseries CC-2 Bonds, which are
Refundable Principal Installments, will be amortized as provided in the definition of Adjusted Debt Service rather than paid in full at maturity.
See “SECURITY FOR THE SECOND RESOLUTION BONDS— Refundable Principal Installments” for additional information.
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FINANCIAL OPERATIONS

The following tables present certain historical data relating to the System which have been derived
from the books and records of the City, the Authority and the Board. For more information, see
“INTRODUCTORY STATEMENT — Financial Projection Assumptions.”

Revenues

The following table presents, on a cash basis, the System revenues received during Fiscal Years 2010
through 2014, as derived from the accounting records utilized in preparation of the statement of cash
flows, which is contained in the annual financial statements for Fiscal Years 2010 through 2014.

System Revenues
(Millions of Dollars)

Line
No. Description FY 2010 FY2011 FY2012 FY2013 FY2014
Operating Revenues
1 User Payments (1) ..., $2,391.4  $2,839.7 $3,063.3 $3,278.8  $3,499.2
2 Upstate Revenues ............... ... ... ......L. 40.9 64.7 60.9 69.6 73.5
3 Subtotal Service Revenue ................... ... .. ... 24323 29045 3,242 33485  3,572.7
4 Miscellaneous Revenues (2) .........ooveveeiiiee... 118.1 18.3 229 479 39.8
5 Subtotal Operating Revenue .......................... 2,550.4 2,922.7 3,147.0 3,396.4 3,612.5
Nonoperating Revenues
6 Interest Income on System Funds (3) ................... 71.6 522 45.0 323 46.2
7 Federal Subsidy on Build AmericaBonds ............... 12.0 65.4 75.5 722 70.1
8 Subtotal Nonoperating Revenues ...................... 83.6 117.6 120.5 104.5 116.3
9 Total REVENUES ... .vvvtt ettt $2,634.0 $3,040.3 $3267.5 $3,500.9 $3,728.8

Totals may not add due to rounding.

(1) Includes both current payments and payments relating to accounts in arrears.

(2) Miscellaneous Revenues does not include subsidy payments from the Corporation on First Resolution Bonds or Second
Resolution Bonds. Miscellaneous Revenues includes fees paid for a variety of services such as new connections to the System
and fees paid for the review of developers’ plans.

(3) Includes interest income on the Construction Fund, Debt Service Fund, the Debt Service Reserve Fund, the Subordinated
Debt Service Fund, the Revenue Fund and interest earned in escrow accounts for economically defeased debt.

The table above records actual cash received by the System and does not reflect either accounts
receivable or billing accruals. The System has consistently realized collections of cash revenues in
amounts exceeding costs for debt service, current operations and required levels of coverage. This has
been achieved while maintaining residential water and sewer service costs at a level which is below the
average of comparable large cities.

Expenses

The following table presents System expenses for Fiscal Years 2010 through 2014 on a cash basis
which have been derived from the budget records utilized in preparation of the annual certificates of
cash equivalents. These expenses represent operation, maintenance and general expenses excluding the
lease rental payment to the City.
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System Expenses
(Millions of Dollars)

M FY2010 FY2011 FY2012 FY2013 FY2014
Authority EXpenses ..............ouiiiiiiienniiiina... $ 294 § 334 § 411 § 434 § 432
Water Board Expenses .. ... 9.1 39 6.4 8.3 244
Water Operations (1)
Personal Services (2) ... 199.9 168.6 185.6 192.2 199.3
Other Than Personal Services (3) ...................o... 294.0 298.1 313.9 315.8 3522
Total Water Operations . ..............ooeuiunineeenn.. 493.9 466.7 499.5 508.0 551.5
Wastewater Operations (1)
Personal Services (2) ... 589.8 322.1 358.2 355.5 348.9
Other Than Personal Services (3) . .....oviiinninnn... 276.1 253.0 253.0 343.0 295.5
Total Wastewater Operations ......................... 865.9 575.1 611.2 698.5 644.4
Indirect EXpenses (4) . ...oouuiniii i 87.3 62.1 78.2 62.4 69.1
Judgmentsand Claims .......... ... ... oo, 8.0 8.0 8.0 8.0 8.0
Net Operating Expenses ...........ooviiiiiiiiniinnn... 14551 11119 1,196.9 12769 1,273.0
Less: Trust Account Release ................oooiiiiinn... (98.8) — — — —
Less: Credit for Excess Prior Year Payment to the City ....... (13.3) (88.2) (22.8) (53.4) (123.7)
Net Operating Expense Payments ......................... 1,343.0 1,023.7 1,174.1 1,223.6  1,149.3
Cash Defeasance ............ooiiiiiiinniiiiiinneennn.. — 259.3 235.6 300.0 399.1
Cash Financed Capital Construction ....................... — — — — 225.0
Base Rental Payment to the City of New York .............. 163.0 218.9 225.0 228.0 211.8
O&M Reserve Fund increase/(decrease) . ...........vuuunnn. (4.0) — 12.5 (0.9) 8.9
Total EXPEnSe ... ueeet ettt e $1,540.5 $1,539.2 $1,694.6 $1,802.3 $2,061.7

Totals may not add due to rounding.

(1) Certain historical administrative and overhead costs of DEP were allocated to the water and sewer functions based upon the
proportion of applicable personnel within DEP.

(2) Personal Service costs include salaries, fringe benefits and pension costs.

(3) Other Than Personal Service costs include real estate taxes paid to upstate communities for watershed properties, sludge
disposal costs and for electricity, chemicals and supply costs.

(4) Indirect Expenses include City agency support, and judgments and claims costs.

Projected Revenues

As indicated in the table below, “Subtotal Service Revenue” is projected as of May 23, 2014 to
increase from approximately $3.6 billion in Fiscal Year 2015 to approximately $4.1 billion in Fiscal Year
2019 due to projected rate increases in those Fiscal Years. Upstate revenues are projected to increase
from approximately $68.7 million in Fiscal Year 2015 to approximately $88.8 million in Fiscal Year 2019.
This revenue growth is due to expected increases in the cost of water supply services.

City-wide water consumption in Fiscal Year 2014 was about 0.8% lower than consumption in Fiscal
Year 2013. City-wide consumption in the first seven months of Fiscal Year 2015 is about 2.0% lower than
consumption during the same period in Fiscal Year 2014.

For the first seven months of Fiscal Year 2015, water and sewer payments were approximately
$61.2 million or 2.7% higher than projected in May 2014 for this seven month period.

The projected revenues assume that in Fiscal Year 2015 through Fiscal Year 2019, water
consumption will decline at the rate of 1.5% per year.

Miscellaneous Revenues include an allowance for payments by the City which reflect the return to
the System of a portion of the prior year Base Rental Payment paid to the City pursuant to the Lease.
Amounts will vary with changes to the Base Rental Payment, which is based on debt service. The
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projected amount to be returned in Fiscal Year 2015 is $32.9 million and the projected amount to be
returned in Fiscal Year 2019 is $28.5 million.

Projected Revenues
(Millions of Dollars)

Line
No. Description FY 2015 FY2016 FY2017 FY2018 FY 2019
Operating Revenues
1
User Payments (1) ....... ..., $3,511.2  $3,633.9 $3,768.4  $3,907.7 $4,053.5
2 Upstate Revenues .......... .. ... it 68.7 67.9 753 83.8 88.8
3 Subtotal Service Revenue ............................. 3,579.9 3,701.7 3,843.7 3,991.5 4,142.3
4 Miscellaneous Revenues (2) .. ...vvviineeenninen... 49.4 40.4 44.8 46.1 48.4
5 Subtotal Operating Revenue .......................... 3,629.3 3,742.2 3,888.6 4,037.6 4,190.7
Nonoperating Revenues
6
Interest Income on System Funds (3) ................... 29.0 30.0 31.0 30.0 29.0
7 Federal Subsidy on Build America Bonds ............... 70.1 70.1 70.1 70.0 69.9
8 Subtotal Nonoperating Revenue ....................... 99.1 100.1 101.1 100.0 98.9
9 Total Revenues ..............uiiiiiiiiieiniineeennnn. $3,728.4  $3,8422  $3,989.6 $4,137.6  $4,289.6

Totals may not add due to rounding. Figures are calculated on a cash basis.
Source: Amawalk Consulting.

(1) Includes late payment charges.

(2) Miscellaneous Revenues do not include subsidy payments from the Corporation on Second Resolution Bonds. Miscellaneous
Revenues includes fees paid for a variety of services such as new connections to the System, fees paid for the review of
developers’ plans and payments from the City to return a portion of the prior year Base Rental Payment to the City pursuant
to the Lease.

(3) Includes interest income on the Construction Fund, the Debt Service Fund, the Debt Service Reserve Fund and the
Subordinated Debt Service Fund.
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Projected Operating and Maintenance Expenses

The table set forth below shows, for Fiscal Years 2015 through 2019, the System’s projected
operation and maintenance expenses as of May 23, 2014. See “INTRODUCTORY STATEMENT — Financial
Projection Assumptions.”

Projected Operation and Maintenance Expense
(Millions of Dollars)

Line
No. Description FY 2015 FY2016 FY2017 FY2018 FY 2019
1 Authority Operations .............c.eueieirareeneneanan.n. $ 469 §$ 492 $§ 517 § 543 $§ 570
2 Board Operations ..............c..iiiiiiiiiiiiiiiieaaa 39.2 432 47.5 522 574
3 Net Authority Expense for the Defeasance of Debt . ............ 100.0 0.0 0.0 0.0 0.0
Water Operations . ............uiiiiiiiiiiiiiinennennennnn
4 Personal Services . ........oouuiiii i 209.2 2235 230.2 237.1 2442
5 Other Than Personal Services ............................. 376.7 398.5 4104 422.7 4354
6 Total Water Operations ..................oooiiiiiieeo.... 585.9 621.9 640.6 659.8 679.6
Wastewater Operations ..................coeiiiiinuneeeinnn.
7 Personal Services ......... ... . i 389.6 416.5 429.0 441.9 455.1
8 Other Than Personal Services ............................. 397.4 400.9 412.9 4253 438.1
9 Total Wastewater Operations ................ooveeeuunnnn.. 787.0 817.4 841.9 867.2 893.2
10 Indirect EXpenses ............oooiiiiiiiiiiiiiiiiii 19.4 19.4 19.4 19.4 19.4
11 Judgmentsand Claims ........... ..o 8.0 8.0 8.0 8.0 8.0
12 Net Operating Expense Payments . . .......................... 1,586.3 1,559.1 1,609.1 1,660.9 1,714.6
13 Deposits to O&M Reserve Fund ...................... ... ... 11.1 72 7.4 6.0 79
14 Rental Payment to the City of New York ..................... 232.1 267.2 2713 284.6 297.9
15 Cash Financed Capital Construction.......................... 225.0 225.0 225.0 250.0 300.0
16 Total EXPENSes . ..« v vvvtttttt e $2,054.5 $2,058.5 $2,112.8 $2,201.5 $2,320.5

Totals may not add due to rounding. Figures are calculated on a cash basis.
Source: Amawalk Consulting.

Operating expenses include administrative costs associated with the Authority and the Board, direct
operating costs for the System, indirect operating costs of DEP, and other expenses and adjustments to
annual operating expenses. Each of these is explained more fully below.

Authority Operations. Administrative expenses of the Authority shown on Line 1 of the table above,
include annual fees required by the Corporation in connection with the Authority’s participation in the
State Revolving Fund Program. These fees are projected to be $12.4 million in Fiscal Year 2015 and are
expected to increase in future years as the outstanding principal of bonds issued to the Corporation
increases. Other expenses of the Authority include but are not limited to payments under interest rate
exchange agreements (net of receipts), fees related to adjustable rate bonds, Commercial Paper Notes
and the management of investments and arbitrage rebate payments.

Board Operations. The expenses of the Board shown on line 2 of the table above include payments
for lock box services as well as professional services for the following: Operational Excellence Program,
the service line protection program, collections and rates and charges.

Personal Services Cost. Personal services costs for both water operations and wastewater operations
include direct salary costs plus fringe benefit and pension costs. The projected personal services costs for
Fiscal Years 2015 through 2019 reflect assumptions based on recent labor settlements and reflect an
allowance for fringe benefit and pension costs which are expected to be 51% of salaries and wages in
Fiscal Year 2015 and each year thereafter. For information on assumptions with respect to labor
settlements, see “THE DEPARTMENT OF ENVIRONMENTAL PROTECTION — Labor Relations.”

Water Operations. The operating costs of the Water System include direct operation and
maintenance costs applicable to one or more functional areas of the Water System and the distribution
system as well as certain indirect operating costs of the DEP which are allocated between the Water
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System and the Sewer System. The operating costs of the Water System are divided into personal
services costs and other than personal services costs.

Other than personal services costs include property taxes paid to upstate communities for watershed
properties as well as chemicals, electricity, and other expenses. All but a small percentage of the Water
System functions by gravity so that electricity costs necessary to maintain normal water transmission and
distribution are relatively small.

Property tax payments for City-owned watershed lands are expected to be approximately
$160.2 million in Fiscal Year 2015. Property taxes on all watershed properties, except the UV Facility,
are assumed to increase at the rate of 3% annually through Fiscal Year 2019.

DEP adds chemicals, including fluoride and chlorine, to drinking water and uses other chemicals in
the treatment of wastewater. In Fiscal Year 2015, the anticipated cost of chemicals for the System is
approximately $53.4 million.

In accordance with the watershed protection agreement, DEP will implement additional programs
which will enhance the ability of the City and the communities located in the watershed area to protect
the quality of the water supply. The projected other than personnel expenses for Fiscal Year 2015
include $46.7 million for programs related to filtration avoidance including the operation and
maintenance of wastewater treatment facilities in the watershed. The budgeted amounts will increase in
subsequent years. Such programs also include certain capital investments which are contained within the
CIP. The forecasted operation and maintenance expenses for the Water System reflect operation and
maintenance costs due to the Watershed Agreement.

In Fiscal Year 2015, operation and maintenance expenses for the Croton Filtration Plant and the UV
Facility are projected to be a total of $34.7 million. This amount includes allowances for police and security
but excludes property taxes for the UV Facility. Operating expenses for these plants, exclusive of property
taxes on the UV Facility, are assumed to increase in Fiscal Year 2016 through Fiscal Year 2019 at the rate
of 3% annually.

Wastewater Operations. The operating costs of the Sewer System include direct operation and
maintenance costs applicable to one or more functional areas of the Sewer System as well as certain
indirect operating costs of DEP allocated to the Water System and the Sewer System. The operating
costs of the Sewer System are also divided into personal services and other than personal services costs.

Other than personal services costs, excluding property taxes, are assumed to increase at an
estimated rate of 3% per year for the forecast period. Other than personal service costs include
electricity for the water pollution control plants, pump stations and service yards, chemicals, and other
expenses. Electricity, which represents a significant expense in operating the treatment plants and pump
stations, is supplied primarily by the Power Authority of the State of New York. The budgeted costs for
heat, light and power for the Water System and the Sewer System in Fiscal Year 2015 are approximately
$101.5 million. The vast majority of such expenses are for electricity for the Sewer System. The projected
allowance for fuel oil and gasoline in Fiscal Year 2015 is $22.9 million. Another major component of
other than personal services costs for the Sewer System is biosolids management, which is projected to
be $37.2 million in expenses in Fiscal Year 2015.

Projected operating expenses for the System do not include provisions for the payment of any
additional potential fines or penalties. See “THE SYSTEM.” In the event that fines or penalties are
required to be paid, operating expenses will increase in the year in which such payments are made.

Other Expenses. Other expenses of the System include indirect expenses and judgments and claims.
Indirect expenses, shown on Line 10 of the table, reflect costs allocated to the System for support
provided by various City agencies and departments. Services provided include budget preparation and
review, cost and revenue accounting, billing and collection, and legal support. The method of allocating
these costs to the System is based upon costs initially allocated to DEP and subsequently divided
between those attributable to water and sewer and those costs associated with other activities of DEP.
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The costs allocated to DEP as a whole are derived from the total costs of City support agencies and
departments and a formalized cost allocation plan which distributes the costs to affected departments
and agencies. DEP’s billing and collection expenses are included in the operation and maintenance costs
of the Water System and the Wastewater System.

Projected Financial Operations

The following table shows a summary of the forecasted cash flows for the Authority as of May 23,
2014 for Fiscal Year 2015 through Fiscal Year 2019. See “CAPITAL IMPROVEMENT AND FINANCING
PROGRAM — Debt Service Requirements.” See “RATES AND BILLINGS — Rates — Projected Rates.”
The projected rate increases described herein under “RATES AND BILLINGS — Rates” have been
assumed in order to meet projected cash expenditures in compliance with the Rate Covenant. See
“FINANCIAL OPERATIONS — Projected Revenues.” As shown on Line 33 of the table, positive net
surpluses are projected to be maintained throughout the reporting period. Actual carryforward revenues
applied to Fiscal Year 2015 were $985 million. Line 34 illustrates the projected coverage of Authority
First Resolution debt service by current revenues available for debt service. Line 35 illustrates the
projected coverage of First Resolution and Second Resolution debt service by current revenues available
for debt service less Authority expenses.

As of August 31, 2014, funds to pay 100% of Fiscal Year 2015 projected debt service payments are

being held by the Authority’s Trustee or have been paid as interest on its bonds and Commercial Paper
Notes.
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Source: Amawalk Consulting.

Forecasted Cash Flows
(Millions of Dollars)

Description

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019

Operating Revenues

Water and Sewer User Payments

Upstate Revenue .

Miscellaneous Revenue

Nonoperating Revenues

Interest on Funds .

Federal Subsidy on Outstanding Build America Bonds

Current Revenues Available for Debt Service

First Resolution Debt
Outstanding Bonds

Anticipated Future Bonds

Total First Resolution Debt Service

Service

Debt Service on Subordinated Indebtedness (1)

Outstanding Second Resolution Bonds issued to the public

Anticipated Future Second Resolution Bonds issued to the public. . . ..

Interest Payments on Commercial Paper Notes
Outstanding Second Resolution Bonds issued to EFC
Anticipated Future Second Resolution EFC Bonds

Less: EFC Subsidy and Capitalized Interest on Subordinated Bonds . . .

Actual Debt Service on Subordinated Indebtedness
Less: Carryforward Revenues

Net Debt Service on Subordinated Indebtedness

Total Debt Service Payable from Current Revenues (line 9 + line 18) .. ..

Operating Expenses

Authority Operations

Board Operations .

Net Authority Expense for the Defeasance of Debt

Water System
Wastewater System
Indirect Expense . .

Judgments and Claims

Net Op