In the opinion of Bond Counsel, under existing law and assuming compliance with the tax covenants described herein, and the accuracy of certain
representations and certifications made by the Corporation described herein, interest on the Series 2007A Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”). Bond Counsel is also of the opinion that such
interest is not treated as a preference item in calculating the federal alternative minimum tax imposed under the Code with respect to individuals and
corporations. Interest on the Series 2007A Bonds is, however, included in the adjusted current earnings of certain corporations for purposes of computing
the alternative minimum tax imposed on such corporations. Bond Counsel is further of the opinion that interest on the Series 2007A Bonds is exempt from
personal income taxes of the State of New York and its political subdivisions. See “SECTION XI: TAX MATTERS” herein regarding certain other tax

considerations.
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The Hudson Yards Senior Revenue Bonds Fiscal 2007 Series A (the “Series 2007A Bonds”) are being issued by Hudson Yards Infrastructure
Corporation (the “Corporation”), a local development corporation organized by The City of New York (the “City”) under the Not-For-Profit
Corporation Law of the State of New York (the “State”), pursuant to a Trust Indenture by and between the Corporation and U.S. Bank, National
Association, New York, New York, as Trustee (the “Trustee”), dated as of December 1, 2006 (the “Indenture”) and the First Supplemental Trust
Indenture dated as of December 1, 2006 (the “First Supplemental Indenture”). The Indenture and the First Supplemental Indenture are referred to
together as the “Indenture.” The Corporation is an instrumentality of, but separate and apart from, the City.

The Series 2007A Bonds are being issued by the Corporation to finance a portion of the costs of the Project (described herein), including a portion
of the costs of the Subway Extension and Public Amenities, each as defined herein, the acquisition of certain property for such purposes and of an interest
in certain transferable development rights. The Project is intended to encourage and facilitate extensive new privately owned commercial and residential
development in the Hudson Yards Financing District (defined herein).

The Series 2007A Bonds are the first Bonds issued by the Corporation. Completion of the Project is expected to require an additional $1.0 billion.
Such amount is expected to be provided through the issuance of additional Senior Bonds by the Corporation which may be issued by the Corporation
without meeting any of the debt service coverage tests contained in the Indenture for the issuance of additional Bonds. Such additional Senior Bonds
would, however, be subject to the provisions of the Indenture which limit the principal amount of Senior Bonds issued, other than for refunding purposes,
prior to the Conversion Date (defined below), to an aggregate of $3.5 billion.

Interest on the Series 2007A Bonds will be payable on February 15 and August 15 beginning on August 15, 2007. The Series 2007A Bonds can
be purchased in principal amounts of $5,000 or any integral multiple thereof. Other terms of the Series 2007A Bonds, including redemption provisions,
are described herein. The Series 2007A Bonds will be issued as registered bonds in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”) which will act as securities depository for the Series 2007A Bonds.

The Corporation expects to receive revenues from development in the Hudson Yards Financing District which will be applied to pay debt service
on its Bonds. Initially, however, the Corporation does not expect to receive sufficient Revenues from such development to pay all interest due on the
Series 2007A Bonds and other Bonds expected to be issued by the Corporation. In the absence of sufficient revenues from development to permit the
Corporation to pay such interest, the City has agreed to make payments to the Corporation, subject to annual appropriation, pursuant to the Hudson
Yards Support and Development Agreement dated as of December 1, 2006 entered into between the City, the Corporation and Hudson Yards
Development Corporation, in the amounts necessary to permit the Corporation to pay interest due on up to $3 billion of its Bonds so long as such Bonds
are outstanding (“Interest Support Payments”). See “SECTION V: SECURITY AND SOURCES OF PAYMENT OF BONDS.”

Payment of principal on the Series 2007A Bonds will be made by the Corporation from Revenues received as a result of development in the Hudson
Yards Financing District as described in this Official Statement. The Corporation is not obligated to make any payments of principal on the Series 2007 A
Bonds prior to maturity unless and until the Corporation receives Revenues in amounts sufficient to make such payments. After the date on which the Series
2007A Bonds are first callable and prior to the Conversion Date, all Revenues received by the Corporation in a Fiscal Year remaining after funding of the
Corporation’s expenses and interest on the Bonds for such Fiscal Year and interest on the Bonds for the subsequent Fiscal Year must be used to purchase
or redeem Senior Bonds in advance of their maturity except that, if, during such Fiscal Year, the City has made Interest Support Payments, then the
Corporation must first reimburse the City for such Interest Support Payments prior to purchasing or redeeming Senior Bonds. The Indenture provides that
a schedule of Sinking Fund Installments must be established for the Series 2007A Bonds not later than the June 30 following the Conversion Date which
is the date on which the Corporation has certified that it has received Net Recurring Revenues (as defined herein) for two consecutive Fiscal Years in amounts
in excess of the Maximum Annual Debt Service on the Bonds as specified in the Indenture. The City has no obligation to pay the principal due on the Series
2007A Bonds. See “SECTION V: SECURITY AND SOURCES OF PAYMENT OF BONDS—Conversion Date” and “SECTION IX: THE
BONDS—Redemption of Bonds” for a description of the procedures established in the Indenture for determining the Conversion Date and the
calculation of Sinking Fund Installments.

The payment of the principal of and interest on a portion of the Series 2007A Bonds will be insured as shown on the inside cover page.

INVESTMENT IN THE SERIES 2007A BONDS INVOLVES CERTAIN RISKS. INVESTORS SHOULD READ THIS ENTIRE OFFICIAL
STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION. SEE “SECTION II: RISK
FACTORS” IN THIS OFFICIAL STATEMENT FOR A DISCUSSION OF CERTAIN FACTORS THAT SHOULD BE CONSIDERED IN
EVALUATING AN INVESTMENT IN THE SERIES 2007A BONDS. THE SERIES 2007A BONDS ARE NOT A DEBT OF THE CITY, AND,
THE CITY HAS NO OBLIGATION TO PAY PRINCIPAL OR, EXCEPT AS EXPRESSLY STATED HEREIN, INTEREST ON THE SERIES
2007A BONDS. THE CORPORATION HAS NO TAXING POWER.

The Series 2007A Bonds are offered when, as and if issued and accepted by the Underwriters, subject to the approval of legality by Nixon Peabody
LLP, New York, New York, Bond Counsel. Certain legal matters with respect to the Corporation and the City will be passed upon by the City’s Corporation
Counsel and certain legal matters with respect to the City will be passed upon by Fulbright & Jaworski L.L.P, Co-Special Disclosure Counsel to the City.
Certain legal matters will be passed upon for the Underwriters by Clifford Chance US LLP, New York, New York. It is expected that the Series 2007A Bonds
will be available for delivery to DTC on or about December 21, 2006.
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$700,000,000 5.0% Term Bonds Due February 15, 2047 Yield 4.10%(2)*

$800,000,000 5.0% Term Bonds Due February 15, 2047 Yield 4.28%%*

*Priced to first call on February 15, 2017.
(1) Insured by MBIA Insurance Corporation.
(2) Insured by Financial Guaranty Insurance Company.



No dealer, broker, salesperson or other person has been authorized by the Corporation, the City or the
Underwriters to give any information or to make any representations in connection with the Series 2007A Bonds or the
matters described herein, other than those contained in this Official Statement, and, if given or made, such other
information or representations must not be relied upon as having been authorized by the Corporation, the City or the
Underwriters. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of the Series 2007A Bonds by any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale. The information and expressions of opinion contained herein are subject to change
without notice, and neither the delivery of this Official Statement, nor any sale made hereunder, shall, under any
circumstances, create any implication that there has been no change in the matters described herein since the date hereof.
This Official Statement is submitted in connection with the sale of the Series 2007A Bonds referred to herein and may not
be reproduced or used, in whole or in part, for any other purpose. The Underwriters may offer and sell Series 2007A
Bonds to certain dealers and others at prices lower than the offering prices stated on the inside cover page hereof. The
offering prices may be changed from time to time by the Underwriters. No representations are made or implied by the
Corporation or the Underwriters as to any offering of any derivative instruments.

The factors affecting the Corporation are complex. This Official Statement should be considered in its entirety
and no one factor considered less important than any other by reason of its location herein. Where agreements, reports
or other documents are referred to herein, reference should be made to such agreements, reports or other documents for
more complete information regarding the rights and obligations of parties thereto, facts and opinions contained therein
and the subject matter thereof. Any electronic reproduction of this Official Statement may contain computer-generated
errors or other deviations from the printed Official Statement. In any such case, the printed version controls.

This Official Statement contains forecasts, projections and estimates that are based on expectations and
assumptions which existed at the time such forecasts, projections and estimates were prepared. The inclusion in this
Official Statement of such forecasts, projections and estimates should not be regarded as a representation by the
Corporation, its independent auditors, the City, Hudson Yards Development Corporation, Cushman & Wakefield, Inc. or
the Underwriters that such forecasts, projections and estimates will occur. Such forecasts, projections and estimates are
not intended as representations of fact or guarantees of results. 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 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. These forward-looking statements speak only as
of the date they were prepared. The Corporation disclaims any obligation or undertaking to release publicly any updates
or revisions to any forward-looking statement contained herein (except as required by law) to reflect any change in the
Corporation’s expectations with regard thereto or any change in events, conditions or circumstances on which any such
statement is based.

This Official Statement is intended to reflect facts and circumstances on the date of this Official Statement or on
such other date or at such other time as identified herein. No assurance can be given that such information will not have
changed or be incomplete at a later date. Consequently, there should be no reliance on this Official Statement at times
subsequent to the issuance of the Series 2007A Bonds described herein on the assumption that such facts or circumstances
are unchanged.

Deloitte & Touche LLP, the Corporation’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 Corporation’s
financial statements for the fiscal year ended June 30, 2006, 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 Corporation, 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 OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN MARKET PRICES OF THE SERIES 2007A BONDS AT
LEVELS ABOVE THOSE 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.
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Project Area Map

Set forth below is a map showing the Hudson Yards Financing District outlined in red.
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SUMMARY STATEMENT

This Summary Statement is subject in all respects to more complete information contained in this Official
Statement and should not be considered a complete statement of the facts material to making an investment decision.
The offering of the Series 20074 Bonds to potential investors is made only by means of the entire Official Statement.
Capitalized terms used in this Summary Statement and not otherwise defined shall have the meanings given such
terms in the Indenture. See “Appendix A — SUMMARY OF INDENTURE — Definitions.”

Overview..................

The Corporation .....

Securities Offered ...

Not Debt of the City

The Hudson Yards Infrastructure Corporation (the “Corporation”) is issuing
$2,000,000,000 of its Hudson Yards Senior Revenue Bonds, Fiscal 2007
Series A (the “Series 2007A Bonds”) pursuant to a Trust Indenture dated as of
December 1, 2006, supplemented by a First Supplemental Indenture dated as
of December 1, 2006 (collectively, the “Indenture”) by and between the
Corporation and U.S. Bank, National Association (the “Trustee”) to provide
initial financing for the Project (defined herein). The Project is intended to
encourage and facilitate the development of the Hudson Yards Financing
District (defined below and also referred to as the “Project Area”) by extending
the No. 7 Subway line from its current terminus at Times Square on West 41st
Street between Seventh and Eighth Avenues to a new terminal station at
West 34th Street and Eleventh Avenue and by creating parks and open spaces.

The “Hudson Yards Financing District,” the approximately 45 square block
area generally bounded by Seventh and Eighth Avenues on the east, West 43rd
Street on the north, Eleventh and Twelfth Avenues on the west and West 29th
and 30th Streets on the south, is outlined in red on the map on the opposite
page and is more specifically described in Appendix C to this Official
Statement. New zoning regulations intended to encourage new medium to
large scale commercial, residential, hotel and retail development in the Project
Area were adopted by the City Council in January 2005. The Corporation
expects to receive substantial revenues from such development as described in
this Official Statement.

The Corporation is a local development corporation organized by The City of
New York (the “City”) under the Not-for-Profit Corporation Law of the State
of New York (the “State”). The Corporation is an instrumentality of, but
separate and apart from, the City.

The Corporation expects to issue the Series 2007A Bonds as Term Bonds due
February 15, 2047. Interest on the Series 2007A Bonds is payable on
February 15 and August 15 beginning on August 15, 2007. Sinking Fund
Installments for the Series 2007A Bonds will not be scheduled and payable
unless and until the Conversion Date occurs as a result of receipt by the
Corporation of sufficient Net Recurring Revenues (defined below) from
development in the Project Area.

THE SERIES 2007A BONDS ARE NOT A DEBT OF THE CITY, AND
THE CITY HAS NO OBLIGATION TO PAY PRINCIPAL OR,
EXCEPT AS EXPRESSLY STATED HEREIN, INTEREST ON THE
SERIES 2007A BONDS. THE CORPORATION HAS NO TAXING
POWER.




Payment of Interest on Series
2007A Bonds........cccocoeeiiniennennen.

Payment of Principal on Series
2007A Bonds............ccooeviiiiiinnnns

Initially, the Corporation does not expect to receive sufficient Revenues from
development in the Project Area to pay all interest due on the Series 2007A
Bonds and other Bonds expected to be issued by the Corporation. Pursuant to
the Hudson Yards Support and Development Agreement dated as of
December 1, 2006 (the “Support and Development Agreement”), entered into
by and among the City, the Corporation and Hudson Yards Development
Corporation, the City has agreed to make payments to the Corporation
(“Interest Support Payments”), subject to annual appropriation, in the amounts
necessary to permit the Corporation to pay interest due on up to $3 billion of
its Bonds to which the Support and Development Agreement applies, which
includes the Series 2007A Bonds and all other Senior Bonds issued prior to the
Conversion Date. The Support and Development Agreement obligates the
City, subject to annual appropriation, to make such payments to the
Corporation as long as such Bonds are outstanding. Interest Support Payments
for the Bonds are only required when the Corporation receives insufficient
Revenues from development to pay interest on such Bonds. See “Interest
Support Payments” below.

The Indenture limits the principal amount of Senior Bonds which may be
issued prior to the Conversion Date, other than for refunding purposes, to an
aggregate of $3.5 billion. The Indenture prohibits the issuance of more than
$3 billion of Bonds supported by Interest Support Payments, other than for
refunding purposes, unless the City is authorized by appropriate City Council
resolution to make Interest Support Payments on such Bonds and the Support
and Development Agreement provides for the payment of interest on such
additional amount of Bonds. All Senior Bonds issued prior to the Conversion
Date must be supported by Interest Support Payments. See “Limitations on
Additional Bonds” below.

The Corporation is not obligated to make any payments of principal on its
Bonds, including the Series 2007A Bonds, prior to maturity, unless and until
the Corporation receives Net Recurring Revenues in amounts sufficient to
make such payments. Not later than the June 30 following the Conversion
Date, the Corporation must establish a schedule of Sinking Fund Installments
for all its Outstanding Bonds. The City has no obligation to make any
payments to the Corporation to pay the principal of the Bonds. See
“Conversion Date” below.

After the date on which the Series 2007A Bonds are first callable and prior to
the Conversion Date, all Revenues received by the Corporation in a Fiscal
Year remaining after funding the Corporation’s expenses and interest on the
Bonds for such Fiscal Year and interest on the Bonds for the subsequent Fiscal
Year must be used to purchase or redeem Senior Bonds in advance of their
maturity, except that, if, during such Fiscal Year, the City has made Interest
Support Payments, then the Corporation must first reimburse the City for such
Interest Support Payments prior to purchasing or redeeming Senior Bonds.

il




Bond Insurance.............cccccovenenen. The principal of and interest on the Series 2007A Bonds (4.5% coupon)
(the “MBIA Insured Bonds”) are expected to be insured by MBIA Insurance
Corporation (“MBIA”). The principal of and interest on the Series 2007A
Bonds (5% coupon, 4.10% yield) are expected to be insured by Financial
Guaranty Insurance Company (“FGIC”) (the “FGIC Insured Bonds” together
with the MBIA Insured Bonds, the “Insured Bonds”). Information about
MBIA and FGIC is set forth in Appendix H. A specimen MBIA insurance
policy and a specimen FGIC insurance policy are set forth in Appendix I.

Hudson Yards Development

Corporation ..............ccccevveverennn. To manage implementation of the Project, the City created the Hudson Yards
Development Corporation (“HYDC”), a local development corporation
organized under the State Not-For-Profit Corporation Law. HYDC is
governed by a Board of Directors which consists of thirteen persons, a
majority of whom serve at the pleasure of the Mayor of the City, and has a
staff of 11. HYDC is working to implement design and construction of the
various elements of the Project in coordination with the City Law Department
for property acquisition and condemnation, the Metropolitan Transportation
Authority (“MTA”) for design and construction of the Subway Extension, the
City for construction of the Public Amenities (defined below), private
developers active in the Project Area and the Corporation and the City’s Office
of Management and Budget (“OMB”) for project financing and cost
containment.

The Project.........cccceevevveieieienennne. The Project consists of (i) the design and construction of an extension of the
No. 7 subway line from its current terminus at Times Square on West 41st
Street between Seventh and Eighth Avenues to a new terminal station at West
34th Street and FEleventh Avenue (the “Subway Extension”), (ii) the
construction of a system of parks, public open spaces and streets in the Project
Area, including the first portion of a mid-block boulevard and park between
Tenth and Eleventh Avenues, which will eventually extend from West 33rd
Street to West 42nd Street (the “Public Amenities”), (iii) the acquisition from
the Triborough Bridge and Tunnel Authority (“TBTA”), an affiliate of the
MTA, of certain transferable development rights over the Eastern Railyard
(defined herein) and (iv) the property acquisition for the Project (“Property
Acquisition”).

The Project is intended to provide infrastructure that facilitates the creation of
a medium- to high-density, mixed-use commercial and residential district in
the Project Area containing new medium to large scale commercial,
residential, hotel and retail developments and new parks and public open
spaces as contemplated in the rezoning of a significant portion of the Hudson
Yards Financing District.

Cushman & Wakefield, Inc. (“C&W?”), a real estate consultant to the
Corporation, has prepared a study (the “C&W Study”) projecting that future
demand would support between 24 and 25.7 million square feet (“msf”’) of
commercial office space, between 13.4 and 15.6 msf of residential space,
between 2.1 and 2.3 msf of hotel space and between 1.3 and 1.4 msf of retail
space, for a total of between 40.9 and 45 msf of mixed-use space in the Project
Area from 2006 to 2035. Such projections are based on a number of
assumptions and limitations described in the C&W Study, including timely
completion of the Project. See “Cushman & Wakefield, Inc. Study” below.
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Revenues of the Corporation .......... The revenues of the Corporation (the “Revenues”) are described below. The
projected amounts of such Revenues (other than Interest Support Payments)
are analyzed by the C&W Study and have been projected based on certain
assumptions and limitations stated therein, including the completion of the
Project during 2013, a forecast of economic growth and demographic changes
from 2006 to 2035 and the continuation of the current incentives for
development in the Project Area. See “SECTION VI CUSHMAN &
WAKEFIELD, INC. STUDY.”

Interest Support Payments.......... The Support and Development Agreement obligates the City to pay to the
Corporation, subject to annual appropriation, Interest Support Payments on up
to $3 billion of Bonds of the Corporation, including the Series 2007A Bonds
and all other Senior Bonds issued prior to the Conversion Date, in an amount
equal to the difference between the amount of funds available to the
Corporation to pay interest on Bonds supported by Interest Support Payments
(“Supported Bonds”) and the amount of interest due on such Bonds. The City
is obligated to pay Interest Support Payments, subject to annual appropriation,
so long as any Supported Bonds are outstanding. The Support and
Development Agreement requires the Mayor of the City to include in the
expense budget submitted to the City Council for the succeeding fiscal year of
the City an amount sufficient to make the Interest Support Payment in each
such fiscal year.

Interest Support Payments are subject to annual appropriation by the City and
to the availability of moneys for such payments. The Support and
Development Agreement and the City’s obligation to make such payments do
not constitute debt of the City under or within the meaning of the State
Constitution or the Local Finance Law of the State. The City is not legally
required to make annual appropriations for such payments.

PILOT Payments ........................ The Corporation expects to receive payments in lieu of real estate taxes
(“PILOT Payments”) under agreements between developers and the New York
City Industrial Development Agency (“IDA”), the MTA or the Convention
Center Development Corporation (“CCDC”). In August 2006, the IDA
adopted a Uniform Tax Exemption Policy for the Project Area (the “Project
Area UTEP”) under its economic development authority. The Project Area
UTEP provides for substantial discounts for up to 19 years to owners of new
commercial developments on privately-owned sites in a significant portion of
the Project Area from otherwise applicable real property taxes in exchange for
PILOT Payments. Beginning in the twentieth year, PILOT Payments will be
equal to full real property taxes in the amount levied by the City and continue
for the life of each agreement providing for PILOT Payments to be made
(“PILOT Agreement”), which is expected to be 35 years with the right of the
IDA to extend such agreement up to another 64 years. Developers are
expected to enter into PILOT Agreements because PILOT Payments during the
first 19 years will be lower than the real estate taxes on their projects would
have been.
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Tax Equivalency Payments

The Corporation, the IDA and the City have entered into the PILOT
Assignment and Agreement dated as of December 1, 2006 (the “IDA
Assignment Agreement”) pursuant to which the IDA has assigned the PILOT
Payments to the Corporation and the City has agreed to such assignment. The
IDA has agreed in the IDA Assignment Agreement not to directly or indirectly
rescind, amend, modify or deviate from the Project Area UTEP without the
prior consent of the Corporation except to conform to a future change in State
law.

The MTA has agreed in the Railyards Agreement (defined herein) that, if it
leases the Eastern Railyard or the Western Railyard (defined herein) for
development, such leases shall require the developer to make PILOT Payments
on commercial development according to the Project Area UTEP and PILOT
Payments equal to the real property taxes for other development. The MTA
has further agreed that it shall pay all such PILOT Payments to the Corporation
(or to the City upon the Corporation’s direction).

The Support and Development Agreement also obligates the City to pay to the
Corporation, subject to annual appropriation, the amount of real property taxes
collected by the City on New Developments (as defined below) in the Project
Area (“Tax Equivalency Payments”). Although Tax Equivalency Payments
are expected to be generated primarily from residential development, such
payments will also be generated from commercial development where PILOT
Agreements are not entered into with the IDA, the MTA or CCDC and from
payments in lieu of real property taxes received by the City pursuant to
agreements between other governmental bodies and developers of New
Developments in the Project Area.

Such payment is to be made each year in two installments, occurring not later
than the first day of August and the first day of February of each Fiscal Year,
subject to adjustment as provided in the next sentence, each in an amount equal
to 50% of the ad valorem real property taxes levied by the City on New
Developments in the Project Area not subject to a PILOT Agreement that are
payable during such Fiscal Year. The amount payable by the City on each
such date is to be adjusted to reflect the amount, if any, by which the Tax
Receipts (as defined below) collected during the six month period that
commenced on the closer of the January 1 or July 1 immediately preceding
such payment date either exceeded or was less than the amount payable on
such payment date.

Tax Equivalency Payments are subject to annual appropriation by the City and
to the availability of moneys for such payments. The Support and
Development Agreement and the City’s obligation to make such payments do
not constitute debt of the City under or within the meaning of the State
Constitution or the Local Finance Law of the State. The City is not legally
required to make annual appropriations for such payments.

For purposes hereof, the terms listed below have the following meanings:

New Development means the construction of a building or other improvement
within the Project Area for residential, commercial or other use or uses, or the
Substantial Rehabilitation of an existing building or improvement within the
Project Area, in each case evidenced by the issuance of a temporary certificate
of occupancy on or after January 19, 2005.




DIB Payments..........

PILOMRT Payments

Substantial Rehabilitation means any one or a combination of (i) work
necessary to bring a building into compliance with all applicable laws and
regulations, including but not limited to the installation, replacement or repair
of heating, plumbing, electrical and related systems and the elimination of
hazardous violations in the building in accordance with state and local laws
and regulations, (ii) reconstruction or work to improve the habitability or
prolong the useful life of a structure or (iii) an addition to an existing building
that substantially increases the square footage or floor area thereof, which, in
each case, results in at least a 20% increase in the assessed value of the

property.

Tax Receipts means all ad valorem real property taxes and payments in lieu of
real property taxes collected by the City from owners of New Developments,
including any amounts collected (i) as a consequence or result of enforcement
proceedings, (ii) as interest or penalties for the failure of any such owner to
make timely payment of the ad valorem real property taxes levied against such
New Development, (iii) as the proceeds of any sale of tax liens related to a
New Development and (iv) as a consequence or result of the enforcement of a
PILOT Agreement, including the foreclosure of any mortgage securing it.

As authorized in the revised zoning regulations adopted by the City Council in
January 2005, commercial and residential developments in certain portions of
the Project Area are eligible to receive additional density in exchange for
payments (“DIB  Payments”) contributing to density-ameliorating
infrastructure improvements. An as-of-right base floor area ratio (“FAR”) has
been established in certain sections of the Project Area for development,
generally 6.5 for residential development and 10 for commercial development.
Above this FAR, developments may increase their floor area, up to a specified
amount, in exchange for DIB Payments which would be used to finance the
infrastructure that is necessary to support high-density residential and
commercial development.

The Corporation and the City have entered into a DIB Assignment and
Agreement dated as of December 1, 2006 (the “DIB Assignment Agreement”)
pursuant to which and in accordance with the Zoning Resolution adopted by
the City Council, the City has assigned to the Corporation the DIB Payments.
The Zoning Resolution directs that the DIB Payments be paid directly to the
Corporation. The City has agreed in the DIB Assignment Agreement that the
City will not take any action that would limit or alter the rights vested in the
Corporation under the Zoning Resolution or the DIB Assignment Agreement
or in and to the DIB Payments and that the City will not take any action that
would in any way impair the rights and remedies of the holders or the security
for the Bonds.

The Project Area UTEP enacted by the IDA provides for a 100% exemption
from the mortgage recording tax for mortgages securing construction and
permanent financing for commercial development projects in a significant
portion of the Project Area. However, the recipient of such exemption is
required to make payments in lieu of the mortgage recording tax (“PILOMRT
Payments™) of 100% of the mortgage recording tax that would otherwise be
due in the absence of such exemption. Such PILOMRT Payments will be
required in each PILOT Payment Agreement entered into by the IDA.
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Payments for Eastern Railyard
Development Rights ......................

Conversion Date

Pursuant to the IDA Assignment Agreement, the IDA has assigned the
PILOMRT Payments to the Corporation, and the City has agreed to such
assignment. The City has agreed in the IDA PILOT Assignment Agreement
not to take any action that would limit or alter the rights vested in the
Corporation under the IDA PILOT Assignment Agreement or any PILOMRT
agreement or in or to the PILOMRT Payments or that would in any way impair
the rights and remedies of the holders of or the security for the Bonds. The
IDA PILOT Assignment Agreement terminates when all principal and interest
has been paid on the Corporation’s Bonds.

The MTA has agreed in the Railyards Agreement that, if it leases the Eastern
Railyard or the Western Railyard for development, such leases will require the
developer to pay PILOMRT Payments equal to 100% of the otherwise
applicable mortgage recording tax. The MTA has further agreed that such
PILOMRT Payments will be paid to the Corporation (or to the City upon the
Corporation’s direction), except that the MTA will retain such portion of the
PILOMRT Payments equal to the percentage of mortgage recording tax which
the MTA generally receives under New York State law, currently 9% of the
total tax.

The Corporation expects to receive Revenues from the sale of the transferable
development rights over the Eastern Railyard which the Corporation will
purchase from the TBTA. Once the Corporation has received payments for the
transferable development rights equal to $200 million (plus interest on such
amount at the rate of interest on the Bonds issued to finance the purchase of
the transferable development rights), the Corporation must pay any additional
amounts received for the sale of such transferable development rights to the
MTA.

The Indenture requires the Corporation, not later than June 30 of the Fiscal
Year during which the Conversion Date occurs, to establish a schedule of
Sinking Fund Installments for all outstanding Bonds. The Indenture defines
“Conversion Date” as the date on which the Corporation has certified that for
each of the two preceding Fiscal Years the Corporation received Net Recurring
Revenues for each such Fiscal Year that were, (i) not less than 125% of
Maximum Annual Debt Service on all then Outstanding Senior Bonds and
(i) not less than 105% of Maximum Annual Debt Service on all then
Outstanding Bonds. For this purpose, Maximum Annual Debt Service is to be
calculated as of the Conversion Date. There can be no assurance that the
Conversion Date will occur prior to the maturity of the Series 2007A Bonds.
See “SECTION VIII: SUMMARY OF BOND STRUCTURING
ASSUMPTIONS AND AMORTIZATION.”

Net Recurring Revenues means, as of any particular date of calculation and
(i) when used in connection with any prior Fiscal Year, the amount of PILOT
Payments and Tax Equivalency Payments paid during such prior Fiscal Year,
less the lesser of the Operating Cap or the actual Corporation Expenses for
such Fiscal Year, and (ii) when used in connection with any then current or
future Fiscal Year, the Projected Recurring Revenues (defined in Appendix A
hereto) for such Fiscal Year less the Operating Cap for such Fiscal Year,
assuming there are not Tax Obligations (defined in Appendix A hereto)
payable during such Fiscal Year.
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Limitations on Additional Bonds ...

Maximum Annual Debt Service means, as of any particular date of calculation
and with respect to any Outstanding Senior Bonds or Subordinate Bonds of a
specified priority, an amount equal to the greatest amount required in the then
current or in any future Fiscal Year to pay Debt Service on such Senior Bonds
or Subordinate Bonds payable during such Fiscal Year as calculated in
accordance with the Indenture.

Operating Cap means the sum of (i) during the Fiscal Year ending June 30,
2007, $1,000,000 and, (ii) during each Fiscal Year thereafter, an amount equal
to 103% of the Operating Cap for the prior Fiscal Year, plus, in each case, Tax
Obligations the Corporation estimates to be payable during such Fiscal Year or
to be reserved for estimated payments to be made in subsequent Fiscal Years.

Prior to the Conversion Date, the principal amount of Senior Bonds which may
be issued, other than for refunding purposes, is limited to an aggregate of
$3.5 billion. However, the Indenture also provides that the Corporation may
not issue more than $3 billion of Bonds supported by Interest Support
Payments, other than for refunding purposes, unless the City is authorized by
appropriate City Council resolution to pay, and the Support and Development
Agreement provides for the payment of, interest on the principal amount of
Bonds that would be supported by the Interest Support Payments after issuance
of such Bonds. All Senior Bonds issued prior to the Conversion Date must be
supported by Interest Support Payments. The Indenture permits the
Corporation to issue Subordinate Bonds without limitation on the principal
amount and without the benefit of Interest Support Payments, but subject to the
limitations described below.

Prior to the Conversion Date, (i) no Bond may mature prior to February 15,
2047, (ii) no amortization may be scheduled on any Bond prior to maturity,
(iii) no Senior Bonds may be issued as Tender Option Bonds, Capital
Appreciation Bonds, Deferred Income Bonds or Variable Interest Rate Bonds,
(iv) no Subordinate Bond may mature prior to the latest date on which a Senior
Bond matures and (v) the interest payable in any Fiscal Year on Subordinate
Bonds may not exceed $30 million.

After the Conversion Date, Bonds, other than Bonds issued pursuant to the
Indenture for refunding purposes, may not be issued unless (a) the amount of
the Net Recurring Revenues for the immediately preceding Fiscal Year for
which audited financial statements of the Corporation are available is at least
(x) equal to 125% of the aggregate amount of principal, Sinking Fund
Installments and interest that was paid during such Fiscal Year on all then
Outstanding Senior Bonds and (y) equal to 105% of the aggregate amount of
principal, Sinking Fund Installments and interest that was paid during such
Fiscal Year on all then Outstanding Bonds and (b) the amount of the Net
Recurring Revenues for the Fiscal Year during which such Bonds are issued
and for each succeeding Fiscal Year during which Bonds will be Outstanding
after giving effect to the issuance of such Bonds are for each Fiscal Year at
least (x) equal to 125% of the Maximum Annual Debt Service calculated only
with respect to Senior Bonds after giving effect to the issuance of the Senior
Bonds then to be issued and (y) equal to 105% of the Maximum Annual Debt
Service on all Outstanding Bonds after giving effect to the issuance of the
Subordinate Bonds then to be issued.
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Cushman & Wakefield, Inc. Study.

Optional Redemption ........

Mandatory Redemption....

Sinking Fund Installments

Subordinate Bonds may be issued, without limitation on the principal amount
and without the benefit of Interest Support Payments but subject to the other
limitations described above. Prior to the Conversion Date, Subordinate Bonds
may not be issued if the interest payable in any Fiscal Year on the outstanding
Subordinate Bonds would exceed $30 million.

The Corporation retained C&W to analyze potential Revenues resulting from
real estate development in the Project Area assuming, among other things,
timely completion of the Project in 2013. A copy of C&W’s report (the
“C&W Study”) is attached hereto as Appendix F. Based on the assumptions
and limitations stated therein, the C&W Study concluded that estimates of
revenues expected to be received by the Corporation from projected new
office, residential, hotel and retail development aggregating between
$38.9 billion and $34.4 billion during the period from 2006 to 2050 are
reasonable.

The Series 2007A Bonds are subject to redemption prior to maturity at the
election of the Corporation, in whole or in part in any order at any time, at a
redemption price equal to par beginning on February 15, 2017, plus accrued
interest, if any, to the redemption date. Any Bonds that are defeased will
remain subject to optional redemption by the Corporation.

After the date on which any Senior Bonds are first callable and prior to the
Conversion Date, all Revenues received by the Corporation in a Fiscal Year
remaining after funding the Corporation’s expenses and interest for such Fiscal
Year and for the subsequent Fiscal Year must be used to purchase or redeem
Senior Bonds callable during the current Fiscal Year in advance of their
maturity, except that, if, during such Fiscal Year, the City has made Interest
Support Payments, then the Corporation must first reimburse the City for such
Interest Support Payments prior to purchasing or redeeming Senior Bonds.

The Indenture requires the Corporation, not later than June 30 of the Fiscal
Year during which the Conversion Date occurs, to establish and file with the
Trustee a schedule of principal amortization through Sinking Fund
Installments for all, but not less than all, of the Series 2007A Bonds and all
other then Outstanding Bonds. The Sinking Fund Installments so established
for the Bonds must conform to the following:

(a) be payable during the Fiscal Year next succeeding the Conversion
Date and each Fiscal Year thereafter to and including the Fiscal Year
next preceding the date such Bond matures;

(b) be payable on February 15 of each Fiscal Year, or, if such date is not
an interest payment date for a variable interest rate bond, on the
interest payment date next succeeding such February 15;

(c) be established so that each Sinking Fund Installment is in integral
multiples of $5,000;

(d) be established so that the principal amount of Bonds to be redeemed
each Fiscal Year through such Sinking Fund Installments is in an
amount that produces aggregate Debt Service payable during each
Fiscal Year on all Outstanding Bonds, to and including the Fiscal
Year during which such Bonds mature, that is substantially equal or
that declines annually; and
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Tax Matters...............

Trustee.......................

Ratings......................

Risk Factors ..............

Financial Adyvisor......

Corporation Contact

(e) no Sinking Fund Installment on a Subordinate Bond may be
scheduled to be paid prior to the last date on which any Sinking Fund
Installment of a Senior Bond is scheduled to be paid.

In the opinion of Nixon Peabody LLP, Bond Counsel, under existing law and
assuming compliance with the tax covenants described herein, and the
accuracy of certain representations and certifications made by the Corporation
described herein, interest on the Series 2007A Bonds is excluded from gross
income for federal income tax purposes under Section 103 of the Internal
Revenue Code of 1986, as amended. Bond Counsel is also of the opinion that
such interest is not treated as a preference item in calculating the federal
alternative minimum tax imposed under the Code with respect to individuals
and corporations. Interest on the Series 2007A Bonds is, however, included in
the adjusted current earnings of certain corporations for purposes of computing
the alternative minimum tax imposed on such corporations. Bond Counsel is
further of the opinion that interest on the Series 2007A Bonds is exempt from
personal income taxes of the State of New York and its political subdivisions.
See “SECTION XI: TAX MATTERS” herein regarding certain other tax
considerations.

U.S. Bank, National Association, New York, New York.

The Series 2007A Bonds, other than the Insured Bonds, are rated “A3” by
Moody’s Investors Service (“Moody’s”), “A” by Standard & Poor’s Ratings
Services (“Standard & Poor’s”) and “A-" by Fitch, Inc. (“Fitch”). The
Corporation expects the Insured Bonds to be rated “Aaa,” “AAA” and “AAA”
by Moody’s, Standard & Poor’s and Fitch, respectively, based on the ratings of
MBIA and FGIC.

Reference is made to “SECTION II: RISK FACTORS” herein for a
description of certain considerations relevant to an investment in the
Series 2007A Bonds.

Public Resources Advisory Group, New York, New York, is acting as
financial advisor to the Corporation in connection with the issuance of the
Series 2007A Bonds.

Mr. Raymond Orlando

Phone Number: (212) 788-5875

Fax Number: (212) 788-9197

Email: orlandor@omb.nyc.gov




OFFICIAL STATEMENT
of
HUDSON YARDS INFRASTRUCTURE CORPORATION
Relating To
$2,000,000,000
Hudson Yards Senior Revenue Bonds
Fiscal 2007 Series A

SECTION I: INTRODUCTION
General

This Official Statement (which includes the cover page, summary and appendices hereto) of
Hudson Yards Infrastructure Corporation (the “Corporation”) sets forth information concerning the sale
by the Corporation of its Hudson Yards Senior Revenue Bonds Fiscal 2007 Series A in the aggregate
amount of $2,000,000,000 (the “Series 2007A Bonds”). For purposes of this Official Statement, the term
“Bonds” refers to the Series 2007A Bonds and all other bonds that may be issued under the Indenture by
the Corporation and the term “Senior Bonds” refers to the Series 2007A Bonds and all other Bonds that
may be issued under the Indenture on a parity with the Series 2007A Bonds. The Corporation also has
the authority to issue Bonds subordinate to the Senior Bonds referred to herein as “Subordinate Bonds.”

The Series 2007A Bonds are being issued pursuant to a Trust Indenture dated as of December 1,
2006 and supplemented from time to time by supplemental indentures, including the First Supplemental
Indenture dated as of December 1, 2006 (collectively, the “Indenture”), by and between the Corporation
and U.S. Bank, National Association, New York, New York, as Trustee (the “Trustee”). A summary of
certain provisions of the Indenture, together with certain defined terms used therein and in this Official
Statement, is contained in Appendix A hereto. Capitalized terms not otherwise defined in this Official
Statement have the meanings set forth in Appendix A.

The Corporation was created by the City to provide financing for infrastructure improvements
which are expected to encourage and facilitate the transformation of the Hudson Yards Financing District
to a mixed-use community containing new medium- to large-scale commercial, residential, hotel and
retail development. The City’s goals are to accommodate the expansion of the Midtown central business
district over the long term by providing space and incentives for commercial, residential, hotel and retail
development, to expand the amount of public open space and to contribute to the cultural and recreational
life of the City. As used in this Official Statement, the term “Hudson Yards Financing District” or
“Project Area” describes the approximately 45 square block area of Manhattan generally bounded by
Seventh and Eighth Avenues on the east, West 43rd Street on the north, Eleventh and Twelfth Avenues
on the west and West 29th and 30th Streets on the south as more specifically described in Appendix C to
this Official Statement, from which the Corporation expects to derive its Revenues. The Project Area
currently consists primarily of open parking lots, industrial uses, small commercial and residential
buildings, and transportation infrastructure such as the entrance and exit roadways and plazas for the
Lincoln Tunnel and approximately 26 acres of open rail yards serving the operational needs of the Long
Island Railroad and Pennsylvania Station.

To assist in accomplishing these goals, the City Council revised the zoning regulations for the
Hudson Yards Financing District (as so revised, the “Zoning Resolution”) except for a small portion of
the Project Area (principally the Western Railyard (defined herein) and the Javits Marshalling Yard
(defined herein)), to promote commercial and residential development, and the City created the Hudson
Yards Development Corporation to manage the redevelopment plan. The City has also agreed to make



certain payments to the Corporation, subject to annual appropriation, as described in this Official
Statement.

The Corporation

The Corporation is a local development corporation organized by the City under the Not-for-
Profit Corporation Law of the State. The Corporation is an instrumentality of, but separate and apart
from, the City.

Purpose of Issue

The Series 2007A Bonds are being issued by the Corporation to provide a portion of the costs of
the Project and to pay the costs of issuance of the Series 2007A Bonds. The Project consists of (i) the
design and construction of an extension of the No. 7 subway line from its current terminus at Times
Square on West 41st Street between Seventh and Eighth Avenues to a new terminal station at West 34th
Street and 11th Avenue (the “Subway Extension”), (ii) the construction of a system of parks, public open
spaces and streets in the Hudson Yards Financing District, including the first portion of a mid-block
boulevard and park between Tenth and Eleventh Avenues which will eventually extend from West 33rd
Street to West 42nd Street (the “Public Amenities”), (iii) the acquisition from the Triborough Bridge and
Tunnel Authority (“TBTA”) of certain transferable development rights over the Eastern Railyard (defined
herein) to facilitate development elsewhere in the Project Area and (iv) the acquisition of property for the
Project (“Property Acquisition”). See “SECTION IV: THE PROJECT.”

Revenues of the Corporation

The revenues of the Corporation (the “Revenues”), except for the Interest Support Payments
(defined herein) payable by the City, will be received as a result of private development in the Project
Area as described in this Official Statement and consist of: payments in lieu of real property and
mortgage recording taxes made pursuant to agreements between property owners and either the New
York City Industrial Development Agency (“IDA”), the Metropolitan Transportation Authority (“MTA”)
or the Convention Center Development Corporation (“CCDC”) relating to the Javits Marshalling Yard,
payments by the City equal to real property taxes or payments in lieu of taxes received by the City on
New Developments (defined herein) in the Project Area, certain payments from the sale of the
transferable development rights over the Eastern Railyard purchased by the Corporation from TBTA and
payments by property owners pursuant to the Zoning Resolution to obtain additional density for
developments in the Project Area. See “SECTION V: SECURITY AND SOURCES OF PAYMENT OF
BONDS?” for a description of the Revenues. The projected amounts of such Revenues through 2050 are
analyzed in the study prepared by Cushman & Wakefield, Inc. (the “C&W Study”), based on certain
assumptions and limitations stated therein including, among other things, the timely completion of the
Project during 2013, a forecast of economic growth and demographic changes from 2006 to 2035 and the
continuation of certain incentives for development in the Project Area. See “SECTION VI: CUSHMAN
& WAKEFIELD, INC. STUDY.”

The demand forecasts and revenue projections analyzed in the C&W Study are based on various
assumptions and limitations which are detailed in the C&W Study. The C&W study should be read in its
entirety. As the demand and revenue projections are provided for several decades, and the assumptions
are based on current market conditions and existing legislation, zoning and tax programs, the variables
have a greater probability of change the farther out the forecast is extended. Potential risks arising from
unforeseen economic, political and fiscal policy changes or events are not accounted for in the real estate
demand forecasts or in the revenue projections.



SECTION II: RISK FACTORS

The Corporation has no significant assets other than the proceeds of the Series 2007A Bonds and
the right to receive the Revenues as described herein. All the Revenues, except for the Interest Support
Payments, are dependent upon future development in the Project Area. The Corporation’s ability to pay
principal of the Series 2007A Bonds is dependent on, among other things, the occurrence of development
in the Project Area as projected and receipt of the expected Revenues from such development which
depend upon, among other factors, the timely completion of the Subway Extension. Although the City
has agreed to make payments to the Corporation in amounts each year to allow the Corporation to pay
interest on up to $3 billion of Bonds in the event the Corporation has not received sufficient Revenues
from development in the Project Area to make such interest payments, such payments by the City are
subject to appropriation each year. The City is not obligated to pay principal on the Series 2007A Bonds.
Certain factors that could affect the receipt of the Revenues by the Corporation in the amounts projected
and the ability of the Corporation to pay debt service on the Series 2007A Bonds are described below.

Project Revenues

The amount of projected Revenues from privately owned commercial and residential
development in the Project Area expected to be available to the Corporation (See “SECTION V:
SECURITY AND SOURCES OF PAYMENT OF BONDS”) is analyzed in the C&W Study, a copy of
which is attached to this Official Statement as Appendix F. The C&W Study is based on numerous
assumptions and limitations, including assumptions of economic growth and demographic changes by
Moody’s Economy.com (“Economy.com”), some or all of which may prove to be incorrect. If any of the
assumptions prove to be incorrect, the amount of projected Revenues (other than the Interest Support
Payments) analyzed in the C&W Study may not be achieved, and the Corporation may not have sufficient
funds to pay principal on the Bonds when due. Each prospective investor should read the C&W Study in
its entirety and reach his or her own conclusion regarding the reasonableness of the assumptions on which
it is based.

The extent and timing of residential and commercial development in the Project Area is
dependent on the willingness of developers to undertake development of the sites available in the Project
Area, some of which are subject to development constraints such as, for example, the need to build a
platform over certain operating railyards, including the Eastern and Western Railyards which are
controlled by the MTA, or other limitations. Such restrictions may reduce a developer’s willingness to
develop a particular site or to purchase a particular site for development. In the C&W Study, C&W has
analyzed the development potential, including limitations to development, of a number of sites in the
Project Area. See the C&W Study, attached hereto as Appendix F, for an analysis of such sites. In the
event development in the Project Area does not proceed as described in the C&W Study, the receipt of
Revenues by the Corporation in the amounts projected would be adversely affected.

The occurrence of certain events, including delays in the construction and completion of the
Project, a major accident or terrorist event affecting the Project or the City, economic conditions less
favorable than projected, a slower rate or lesser amount of development than expected within the Project
Area and other factors not within the Corporation’s control may cause a shortfall in the amount and the
timing of receipt of Revenues generated from development activities in the Project Area compared to
those analyzed in the C&W Study. There can be no assurance that such events will not occur. In
addition, there can be no assurance that developers will make the payments in lieu of real estate taxes
(“PILOT Payments”), pay real estate taxes or pay the amounts for transferable development rights and
other development bonus rights in connection with the development of parcels in the Project Area that
form the basis of the data analyzed in the C&W Study. If the actual Revenues received by the



Corporation from development in the Project Area are lower than estimated, the Corporation may not be
able to pay principal on the Bonds.

Need for Additional Funds

Proceeds from the Series 2007A Bonds will provide only a portion of the currently estimated
funds needed for the Subway Extension, the Public Amenities and for property acquisition for the
Subway Extension and Public Amenities. The budget for the Subway Extension is $2 billion plus a $100
million contingency of which approximately $1.425 billion is being funded from the proceeds of the
Series 2007A Bonds. Current projections are that approximately $575 million in additional funds will be
necessary in 2011 for completion of the Subway Extension. The Corporation expects to issue additional
Senior Bonds to raise such funds but there can be no assurance that the additional amount necessary for
such purposes will not increase beyond the amount of Senior Bonds the Corporation is permitted by the
Indenture to issue prior to the Conversion Date (defined herein) or that the Corporation will have access
to the market to sell additional Senior Bonds. Lack of funding would prevent completion of the Subway
Extension and the Public Amenities, which would likely result in substantially less development in the
Project Area and decrease the amount of Revenues available to the Corporation.

Cost estimates for the Subway Extension are based on engineering designs that are substantially
complete but subject to change. In the event that additional funds are required to complete the Subway
Extension in excess of the $2 billion budget plus a $100 million contingency and the unwillingness of any
party to provide such additional funds, then the completion of the Subway Extension could be delayed or
prevented. In such case, the receipt of Revenues by the Corporation in the amounts projected and the
ability of the Corporation to pay debt service on its Bonds would be adversely affected. See “SECTION
IV: THE PROJECT—No. 7 Subway Construction” for a discussion of the arrangements with the MTA
Capital Construction Company to design and construct the Subway Extension.

Construction Risks

Construction of the Project is subject to various risks, which could result in delays in completion
of the Project and cost overruns. No guaranteed maximum price or other construction contracts have
been entered into for any portion of the Project. Preliminary engineering and design work has recently
begun for certain of the Public Amenities but has not been completed and final engineering and design
work has not been completed for the Subway Extension. Estimates of completion dates for portions of
the Project are preliminary and subject to change. Delays in the completion of portions of the Project
could have a negative impact on development in the Project Area and on the Corporation’s receipt of the
Revenues in the projected amounts and at the projected times analyzed in the C&W Study.

Property Acquisition

A portion of the property necessary for the Subway Extension has been acquired, and
condemnation proceedings necessary for additional property acquisition for the Subway Extension have
been commenced. The process of condemning land for any public improvement is subject to inherent
risks, including the risk that the actual costs of acquiring such land will exceed the budgeted costs and the
risk of substantial delays in obtaining access to the right of way so as to permit construction to commence
and continue on schedule. If existing users of the property condemned do not move voluntarily, eviction
proceedings may cause delays. There can be no assurance that the remaining parcels for the Subway
Extension can be acquired in a timely manner to permit the completion of the Subway Extension as
projected.



Potential Lost Revenue

Among the assumptions on which projections of the Revenues expected to be received by the
Corporation were based is the assumption that owners of commercial sites in the Project Area will either
enter into agreements for PILOT Payments (“PILOT Agreements”) with the IDA, the CCDC (relating to
the Javits Marshalling Yard) or the MTA (relating to the Eastern Railyard and Western Railyard), or pay
real property taxes to the City and will make certain amounts of DIB Payments (defined herein) in
exchange for the right to increase the size of their buildings. In addition to the IDA, the New York State
Urban Development Corporation (“UDC”) (sometimes referred to as the Empire State Development
Corporation) (“ESDC”) and its subsidiaries (including, but not limited to, the CCDC) have statutory
powers that may be utilized in the Project Area, which gives UDC the power to enter into agreements
with developers in the Project Area to provide development incentives in exchange for reduction or
elimination of real property taxes otherwise payable to the City without a PILOT Agreement with the
IDA and to build larger buildings without making DIB Payments. In addition, development on property
owned by the State, MTA or the Port Authority of New York and New Jersey (the “Port Authority”) in
the Project Area will not, by operation of law, result in real property tax revenues to the City or PILOT
revenues to the Corporation but could fill some of the demand projected by C&W for commercial and
residential developments within the Project Area and therefore could reduce the Revenues payable to the
Corporation.

Although the Corporation expects, based on previous experience when such agreements have
been entered into, that such governmental entities will reimburse the City for lost real property taxes
pursuant to an assignment of payments in lieu of real property taxes, there can be no assurance that
reimbursement of such lost real property taxes will take place and there can be no assurance that projected
Revenues from DIB Payments will not be adversely affected. The Corporation and the MTA have,
however, agreed that the Corporation will receive PILOT Payments from development on both the
Eastern Railyard and Western Railyard and the Corporation has received assurances that it will receive
PILOT Payments from the CCDC on the Javits Marshalling Yard site. In addition, the Corporation has
received assurances from ESDC in a letter dated March 25, 2004 that ESDC will not undertake any
project in the Project Area unless the Corporation first shall have received from the rating agencies
confirmation that the ratings on Bonds of the Corporation will not be reduced because of the proposed
project.

Uncertainty as to Timing of Principal Payments

No assurance can be given that principal payments, the Conversion Date or the establishment of a
schedule of Sinking Fund Installments for the Series 2007A Bonds will occur. Two scenarios of
projected Revenues (other than Interest Support Payments) have been analyzed based on various
assumptions and limitations as described in this Official Statement and the C&W Study. Actual results
will vary from the assumptions. Such variance could be material and could accelerate or delay principal
payment and the Conversion Date or result in such date not occurring. In addition, no assurance can be
given that interest rates on additional Bonds expected to be issued by the Corporation will be in the
amounts estimated. Higher interest costs than estimated on such additional Bonds or the issuance of
Subordinate Bonds could delay principal payment and the Conversion Date. See “SECTION VIII:
SUMMARY OF BOND STRUCTURING ASSUMPTIONS AND AMORTIZATION.”

Legal Proceedings

With the exception of the litigation described in “SECTION XIV: LITIGATION,” there are no
legal proceedings pending, or to the knowledge of the Corporation, threatened, against the Corporation.
There can be no assurance that judicial or administrative actions or investigations challenging the



issuance of the Series 2007A Bonds, the construction, operation or financing of the Project or any of the
other transactions contemplated by this Official Statement will not be filed or commenced in the future or,
if they are filed or commenced, that they will not adversely affect the Project or the ability of the
Corporation to pay debt service on the Series 2007A Bonds. See “SECTION XIV: LITIGATION.”

Bankruptcy

The enforceability of the rights and remedies of the owners of the Series 2007A Bonds under the
Bonds and the Indenture are subject to bankruptcy, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted, and to the exercise of judicial
discretion in appropriate cases.

Dilution of Security for the Series 20074 Bonds

The Indenture permits the Corporation to issue additional Senior Bonds payable from the
Revenues on a parity with the Series 2007A Bonds as described herein. The issuance by the Corporation
of additional Senior Bonds payable from the Revenues on a parity with the Series 2007A Bonds will
dilute the security for the Series 2007A Bonds by increasing the aggregate debt service payable by the
Corporation and decreasing the projected debt service coverage for the Series 2007A Bonds.

Remediation of Hazardous Substances and Environmental Compliance

The presence of hazardous substances where construction will take place in the Project Area at
levels requiring remediation could increase the costs of construction and could cause delays in the
construction and completion of the Project and in development of residential and commercial projects in
the Project Area.

Permits and Approvals

Many permits and approvals are required for the Project. Although the Corporation expects that
the entities responsible will be able to obtain the required permits, approvals and reviews in a manner that
will not delay construction of the Project, there can be no assurance that any or all of these permits,
approvals and reviews will be obtained at all or in a timely manner that will permit the Project to be
constructed on schedule. Moreover, failure to comply with conditions for the permits could cause delays
in the Project. Regulations governing, among other things, air pollution, noise abatement and control,
hazardous waste, solid waste and water quality may become more stringent in the future, possibly
requiring additional compliance and resulting in additional costs or delays in the Project.

Changes in Zoning or Development Incentives

The zoning regulations affecting the Project Area were revised by the New York City Planning
Commission and the City Council in January 2005. The New York City Planning Commission, the
majority of the commissioners of which are Mayoral appointees, and the City Council could enact
changes in such regulations in the future that reduce the amount of DIB Payments available or make the
cost of such payments prohibitive for developers, or make other changes to the zoning regulations that
would adversely affect the development climate in the Project Area. Although the IDA has agreed not to
modify the Project Area UTEP (defined herein) except to comply with State law, changes in State law
could require a reduction of the incentives provided by the Project Area UTEP. In addition, the 421-a
Program (defined herein), a program which provides certain incentives to develop residential housing, is
scheduled to expire in December 2007. There can be no assurance that such program will be extended or
what incentives might be included in the program if it is extended. In addition, the extension of the 421-a



Program requires State legislation. Changes in such program may have the effect of reducing the
incentives for residential development and the Revenues available to the Corporation to pay debt service
on the Bonds. See the C&W Study attached hereto as Appendix F for a description provided by the City
of possible changes in the 421-a Program.

Competing Development Activities

Projected development in the Project Area has been analyzed in the C&W Study based on
assumptions and limitations regarding the likelihood of development in other areas of the City and the
New York City metropolitan region (the “Region”) which will compete with the Project Area for
development. If such assumptions prove incorrect, it is possible that more development could occur in
other areas of the City or the Region, which would diminish the demand for development in the Project
Area and have a negative impact on the Revenues. Policy decisions by the City or the State or by
neighboring states to encourage development in other areas could lessen the amount of development in
the Project Area.

Appropriation Risk

The City has agreed in the Support and Development Agreement (defined herein) to make
Interest Support Payments to the Corporation to pay interest on the Bonds to the extent that the
Corporation does not have sufficient Revenues to make such payments and to make Tax Equivalency
Payments to the Corporation. Payments by the City pursuant to the Support and Development Agreement
are subject to appropriation each year. There can be no assurance that such amounts will be appropriated
and if not appropriated such payments cannot be made by the City. The Support and Development
Agreement and the City’s obligation to make payments pursuant to such agreement do not constitute debt
of the City under or within the meaning of the State Constitution or the Local Finance Law of the State.
The willingness of the City to appropriate the amounts due under the Support and Development
Agreement may depend on the financial condition of the City. See Appendix E to this Official Statement
for information about the City.

HYDC Liabilities

In the Support and Development Agreement, the Corporation has agreed to pay the administrative
expenses of the Hudson Yards Development Corporation (“HYDC”). The responsibilities of HYDC
include the approval of the design and construction plans and the oversight of construction of certain
aspects of the Project. Such activities could expose HYDC to litigation and potential liability, including
the cost of litigation. The Corporation has not agreed to pay any costs incurred by HYDC resulting from
such litigation. Although HYDC expects to be indemnified against such costs by the parties who enter
into construction and design contracts for the Project and by the City, subject to appropriation, HYDC has
no source of funding available to pay such costs and if such costs are incurred and not paid pursuant to
applicable indemnification arrangements, there can be no assurance that HYDC will have sufficient
resources to continue to fulfill its role of overseeing development of the Project.

Limited Remedies

The Trustee is limited under the terms of the Indenture to enforcing the terms of the Indenture,
receiving the Revenues and applying them in accordance with the Indenture. Although the Trustee may,
in the event of a Payment Default, enforce obligations under the Support and Development Agreement,
PILOT Assignment Agreement, PILOT Agreements and DIB Assignment Agreement, the Trustee has no
right to enforce any of the agreements relating to the design and construction of the Project, the timely



completion of which is one of the critical assumptions made by the C&W Study in its analysis of
projected Revenues.

Limited Liquidity of the Bonds

There is currently no secondary market for the Series 2007A Bonds. There can be no assurance
that a secondary market for the Series 2007A Bonds will develop, or if a secondary market does develop,
that it will provide Bondholders with liquidity or that it will continue for the life of the Series 2007A
Bonds. Consequently, any purchaser of the Series 2007A Bonds must be prepared to hold such securities
until the maturity or redemption of such securities.

SECTION III: PLAN OF FINANCE
Use of Proceeds of Series 2007A Bonds

The proceeds of the Series 2007A Bonds, less certain financing, legal and miscellaneous
expenses, are expected to be approximately $2,072,519,447 and will be used to pay a portion of the
expected cost of the Subway Extension and the Public Amenities, the cost of the purchase of certain
transferable development rights from the TBTA relating to the Eastern Railyard, a portion of the cost of
Property Acquisition for the Subway Extension and for the Public Amenities, including reimbursement to
the City for amounts previously advanced for such costs, and certain expenses of HYDC. See “SECTION
VII: ESTIMATED SOURCES AND USES OF FUNDS.”

Issuance of Additional Bonds

The Corporation may issue up to $1.5 billion of additional Senior Bonds without meeting the debt
service coverage tests contained in the Indenture for the issuance of additional Bonds, but may not issue
additional Senior Bonds in excess of such amount, other than for refunding purposes. In addition, the
Corporation may not issue more than $3 billion of Bonds supported by Interest Support Payments, other
than for refunding purposes, unless the City is authorized by appropriate City Council resolution to pay,
and the Support and Development Agreement provides for the payment of, Interest Support Payments on
the principal amount of Bonds that would be supported by Interest Support Payments after issuance of
such additional amount of Bonds. The Corporation expects to issue additional Senior Bonds in 2011 in
the amount of approximately $1.0 billion to provide funds for the Project. The Corporation may issue
Subordinate Bonds without limitation on the principal amount, but subject to certain other conditions
contained in the Indenture including a prohibition that, prior to the Conversion Date, the interest payable
in any Fiscal Year on Subordinate Bonds may not exceed $30 million and no Subordinate Bond may
mature prior to the maturity date of any Outstanding Senior Bond. After the Conversion Date, the
Corporation may issue additional Senior Bonds or Subordinate Bonds without limitation as to principal
amount, maturity date or interest payable annually upon compliance with the debt service coverage tests
and certain other conditions contained in the Indenture. See “SECTION V: SECURITY AND
SOURCES OF PAYMENT OF BONDS—Additional Bonds.”

SECTION 1V: THE PROJECT

The Project consists of (i) the Subway Extension, (ii) the construction of the Public Amenities,
(iii) the acquisition from TBTA of certain transferable development rights over the Eastern Railyard and
(iv) Property Acquisition. Total costs for the Project are estimated by the Corporation to be $3.0 billion,
including $100 million for contingencies. Plans for the Project Area also include a below-ground parking
garage (the “Parking Garage”) to be located beneath the first section of the mid-block boulevard to be
built at the cost of, and operated by, a private developer. The Subway Extension, Property Acquisition,



Public Amenities and Parking Garage are expected to be completed during 2013. The Corporation
expects that additional parks and open spaces will be created in the Project Area beyond those being
financed by the Corporation as part of the Project. Such additional parks and open spaces, including the
completion of the mid-block boulevard, are expected to be built by developers in exchange for the right to
construct buildings of greater density than otherwise would be available and are expected to be completed
after 2013.

To encourage and facilitate privately owned commercial and residential development in the
Project Area, changes have been made to City zoning and land use laws and regulations. In January
2005, the City Council revised the zoning rules for the Project Area with the exception of the Western
Railyard and the current Javits Marshalling Yard. Previously zoned primarily for low and medium-
density manufacturing and commercial uses, the Project Area has been rezoned to encourage substantial
medium- to high-density commercial office and residential development. The revised zoning regulations
allow developers to increase the size of their buildings through the use of various zoning mechanisms
intended to encourage such development. C&W has reviewed the new zoning regulations and believes,
on the basis of existing data and on the assumptions and limitations described in the C&W Study, that the
Project Area can accommodate the development projected in the C&W Study.

C&W has projected in the C&W Study that future demand would support between 24 and
25.7 msf of commercial office space, between 13.4 and 15.6 msf of residential space, between 2.1 and
2.3 msf of hotel space and between 1.3 and 1.4 msf of retail space for a total of between 40.9 and 45 msf
of mixed-use space expected to be built in the Project Area from 2006 to 2035. Such projections are
based on a number of assumptions and limitations described in the C&W Study, including, among other
things, timely completion of the Project and the accuracy of economic projections. See “SECTION VI:
CUSHMAN & WAKEFIELD, INC. STUDY.”

Additional improvements are expected to occur in close proximity to the Project Area at
approximately the same time as the Subway Extension. The State and the City are planning an expansion
and modernization of the Jacob K. Javits Convention Center (the “Javits Convention Center””), which they
have begun to implement through the adoption of a general project plan and the issuance of
approximately $700 million of bonds by the ESDC to finance construction. The expansion and
modernization of the Javits Convention Center (the “Javits Center Project”) includes construction of
approximately 340,000 square feet of new exhibition space and 180,000 square feet of meeting space
which will double the size of the Javits Convention Center. A new marshalling and security facility will
be constructed at the northern end of the Javits site. An approximately 40,000 square foot public plaza
will be constructed on Eleventh Avenue at 34th Street, and other public open spaces will be created. A
new headquarters hotel on Eleventh Avenue between West 35th and 36th Streets across from the Javits
Convention Center with 1,000 rooms is also planned to be developed in conjunction with the expansion.
The construction of the Javits headquarters hotel, which is within the Project Area, was considered by
C&W in its analysis of the potential demand for hotel development in the Project Area, but revenues from
the Javits headquarters hotel are not included in the estimated Revenues flowing to the Corporation.
Additionally, the full block between West 33rd Street and West 34th Street at Eleventh Avenue (the
“Javits Marshalling Yard”), which is currently used for truck marshalling and storage for the Javits
Convention Center, is within the Project Area, will be available for development and is projected in the
C&W Study to be developed for approximately 2.2 msf of commercial and residential development, as
well as public open space.

In addition, the proposed reconstruction of the Farley Post Office, recently renamed the
Moynihan Station (“Moynihan Station”), located between West 31st and 33rd Streets from Eighth to
Ninth Avenues would create expanded and modernized facilities for New Jersey Transit. This project is
currently on hold as it was not approved by the State Public Authorities Control Board. A proposal for



the reconstruction of Madison Square Garden within the western portion of Moynihan Station and the
subsequent possible redevelopment of the current Madison Square Garden site has been announced by the
team of developers that was awarded the contract for proposed reconstruction of Moynihan Station. This
potential project is in the very early stages of planning and would require extensive environmental review
and public approvals. Therefore revenues from this project were not included as Revenues of the
Corporation for purposes of the analysis in the C&W Study, but, since it is within the Project Area, it
provides the potential for additional commercial and residential development that could produce
Revenues to the Corporation.

If the proposed Moynihan Station reconstruction proceeds, it is expected to complement and
support the redevelopment of the Project Area by anchoring the southeastern edge of the Project Area,
strengthening the Pennsylvania Station-area office sub-market, and improving the capacity and quality of
the commuter rail facilities at Pennsylvania Station.

Hudson Yards Development Corporation

To manage implementation of the Project, the City has created HYDC, a local development
corporation organized under the State Not-For-Profit Corporation Law. The HYDC is governed by a
Board of Directors which consists of thirteen persons, a majority of whom serve at the pleasure of the
Mayor of the City, holding the following positions: Commissioner, New York City Department of Parks
and Recreation; Chairperson, New York City Planning Commission; Chairperson, Manhattan Community
Board No. 4; Deputy Mayor for Economic Development and Rebuilding for the City of New York;
Commissioner, New York City Department of Housing Preservation and Development; Director, OMB;
Speaker of the Council and Council member representing Council District No. 3; Deputy Mayor for
Administration for the City of New York; Manhattan Borough President; Comptroller for the City of New
York; Commissioner of the New York City Department of Small Business Services; and President of
New York City Economic Development Corporation.

HYDC has a staff of 11 headed by Ann Weisbrod as President. Ms. Weisbrod was formerly the
Director of Hudson Yards Development in the Office of the Deputy Mayor for Economic Development
and Rebuilding. Prior to that she was Director of Real Estate Development for the MTA, Vice President
for Economic Development for the Alliance for Downtown New York and Senior Vice President of
Development for the New York City Economic Development Corporation. HYDC is working to
implement design and construction of the various elements of the Project in coordination with the City
Law Department for property acquisition and condemnation, the MTA for design and construction of the
Subway Extension, the CCDC for expansion of the Javits Convention Center, the City for construction of
the Public Amenities, private developers active in the Project Area and OMB and the Corporation for cost
containment and financing. As provided in the Support and Development Agreement, the Corporation is
responsible for paying HYDC’s expenses but is not responsible for any liabilities of HYDC except as set
forth in the Support and Development Agreement. The Corporation and HYDC are each separate legal
entities. A portion of the proceeds of the Series 2007A Bonds will be used to pay HYDC expenses.

Set forth below is a more detailed description of each of the major elements of the Project:
No. 7 Subway Construction

The No. 7 subway line will be extended approximately two miles from its current terminus on
West 41st Street between Seventh and Eighth Avenues westward under West 41st Street to Eleventh
Avenue and then southward under Eleventh Avenue. The projected route of the Subway Extension is

shown on Appendix D attached hereto. The Project includes the construction of a terminal station at West
34th Street and Eleventh Avenue and the shell of an intermediate station at Tenth Avenue and West 41st
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Street. The subway tracks will extend beyond the terminal station to West 25th Street and Eleventh
Avenue to permit the storage of six subway trains to enhance operational reliability. The completion of
the intermediate station at Tenth Avenue and West 41st Street, including the platform, systems,
entrances/exits and finishing (tiles, lights, etc.), is not included within the Project.

The City, the Corporation, HYDC and the MTA have entered into a Memorandum of
Understanding for the Subway Extension, dated September 28, 2006, (the “Subway Extension MOU”)
which provides for the construction of the Subway Extension by the MTA Capital Construction Company
(“MTACC”) and establishes procedures to be followed during the process of design completion, awarding
of contracts and construction. The Subway Extension MOU provides for the establishment of a Project
Committee (the “Project Committee™) with six voting members: three from the MTA, two from HYDC
and one from the Corporation. A unanimous vote of the Project Committee is required to approve the
recommendation of MTACC to award a contract to a consultant construction management firm to assist
MTACC with design completion as well as subsequent construction contracts. The Project Committee is
also responsible for approving, by unanimous vote, an itemized budget (the “Itemized Budget”) and
schedule for construction of the Subway Extension, the award of contracts for the Subway Extension,
change orders which would increase costs more than 5% and any funding necessary for the Subway
Extension in excess of the $2.1 billion described below (the “Agreed Capital Investment”) to be provided
by the Corporation, HYDC or the City. The Subway Extension MOU provides that the construction of
the Subway Extension shall be undertaken by MTACC in accordance with the Itemized Budget and the
schedule agreed to by the Project Committee. The Itemized Budget may be modified from time to time
but the Agreed Capital Investment may not be increased without the unanimous consent of the Project
Committee except in the event of certain actions of the Corporation, HYDC or the City described below.
MTACC, with the assistance of the consultant construction management firm to be selected, is
responsible for construction of the Subway Extension, including developing, advertising and awarding
contracts, subject to the approval of the Project Committee. The Project Committee met on
November 21, 2006 and approved the Itemized Budget in the amount of $2 billion plus a $100 million
contingency for the Subway Extension and a construction schedule with a completion date during 2013.

The Subway Extension MOU provides that the City, the Corporation or HYDC will furnish funds
in the amount of $2 billion for design and construction of the Subway Extension. An additional
$100 million for possible cost overruns is to be provided by the City, the Corporation or HYDC under
terms to be negotiated by and among the MTA, the City, the Corporation and HYDC. The Subway
Extension MOU provides that the City or HYIC must certify in writing that funds are or will be available
for contracts for the design and construction of the Subway Extension prior to the time such contracts are
advertised for bids. The Subway Extension MOU provides that the Agreed Capital Investment could
increase as a result of actions or delays by the Corporation, HYDC or the City that result in increases in
the Itemized Budget, change orders requested by the Corporation, HYDC or the City, changes in
applicable law or changes in the schedule due to real estate development issues. In the event of cost
overruns for the construction of the Subway Extension in excess of the $100 million referred to above
which require additional funds to complete the Subway Extension, and the unwillingness of any party to
provide such additional funds, then the completion of the Subway Extension could be delayed or
prevented.

The Subway Extension MOU may be terminated by the Corporation or the City if, at any time
prior to the completion of the Subway Extension, the Corporation determines that it will be unable to fund
the Subway Extension in the amount of the then-applicable Agreed Capital Investment. In the event the
Subway Extension MOU is terminated for such reason, the Corporation and the City shall be required to
reimburse MTA, MTACC and the New York City Transit Authority for the actual, out-of-pocket
liabilities incurred in connection with the Subway Extension prior to the date of termination, including
any charges relating to termination of any project contract. In addition, the City would be responsible for
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the maintenance of, or shall assume possession of, any physical improvements constructed in conformity
with the terms of the Subway Extension MOU, but not put into service as a result of such termination.

Although the Subway Extension MOU sets forth the understanding of the Corporation, the City,
HYDC and the Authority (on behalf of itself, the New York City Transit Authority and the MTACC)
regarding the matters described above, the Subway Extension MOU will not be assigned to the Trustee or
pledged as security for the Series 2007A Bonds. While no assurance can be given that that Subway
Extension MOU will be legally enforceable, the Corporation expects the commitments made in the
Subway Extension MOU to be carried out by the parties thereto.

Design work for the Subway Extension is substantially complete. Initial construction of the
subway tunnel is expected to begin in Summer 2007. While the estimate of the completion date for the
Subway Extension is preliminary and subject to change, completion is currently scheduled to occur
during 2013.

Property Acquisition and Public Amenities

Construction of the Public Amenities and Property Acquisition for the Project are expected to be
undertaken in stages. Property Acquisition for the Subway Extension and for a portion of the Public
Amenities began in June 2006. Property acquisition for the later sections of the Public Amenities will
occur during the next several years as required to meet construction schedules. In the mid-block between
Ninth and Tenth Avenues, between West 34th Street and West 40th Street, small parks serving the
immediate neighborhood are expected to be constructed by private developers, primarily at the expense of
the developers in exchange for a building height bonus that was enacted in the Zoning Amendment.

In addition, the Parking Garage, a 950-space below-grade public garage to be located beneath the
first section of the mid-block boulevard and park between West 34th and West 36th Streets from Tenth to
Eleventh Avenues, is expected to be constructed at the cost of, and operated by, a private developer. A
request for proposals for the design, construction and operation of the Parking Garage is expected to be
issued by HYDC in March 2007 to select the garage developer. Construction is anticipated to begin in
January 2008 and be completed by January 2010.

Plans for the Project Area include the construction of a mid-block boulevard and park between
Tenth and Eleventh Avenues which will eventually extend from West 33rd Street to West 42nd Street.
Design of the mid-block park and boulevard is expected to commence in June 2007 and be completed by
December 2008. Construction of the first portion of the mid-block park and boulevard from West 33rd
Street to West 36th Street will be financed by the Corporation as part of the Project and is expected to
begin in January 2010 and be completed by the end of 2012.

The second stage of the mid-block boulevard and park north of West 36th Street is not expected
to be financed by the Corporation although the Corporation may provide funds for a portion of the cost of
these improvements if it has available money, including from the proceeds of its Bonds. It is expected to
be constructed after the West 34th Street subway entrance for the Subway Extension and the Parking
Garage are completed. The Zoning Resolution provides an incentive mechanism that will encourage,
though not require, the private sector to complete portions of the second phase of the mid-block boulevard
and park by allowing transfer of development rights from parcels within the planned park to development
sites outside the planned park to permit additional building density on such sites in exchange for transfer
of the planned park parcel to the City.

A drawing of the current plan for the mid-block boulevard is shown at the front of this Official
Statement just prior to the Summary Statement. The budget for the Property Acquisition and Public
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Amenities is $700 million, inclusive of Property Acquisition costs for the Subway Extension. These
funds are expected to be provided from the proceeds of additional Bonds issued by the Corporation,
except for a portion of the Property Acquisition costs for the Subway Extension and certain of the Public
Amenities which are being financed with the proceeds of the Series 2007A Bonds.

Eastern and Western Railyards

The Project Area includes approximately 26 acres of open railyards serving the operational needs
of both the Long Island Railroad and Pennsylvania Station, which are bounded by Tenth and Twelfth
Avenues and by West 30th and West 33rd Streets. The portion of the railyards to the east of Eleventh
Avenue consists of approximately 13 acres and is referred to as the “Eastern Railyard.” The portion of
the railyards to the west of Eleventh Avenue also consists of approximately 13 acres and is referred to as
the “Western Railyard.” The Eastern Railyard and the Western Railyard are identified on the map of the
Project Area shown at the front of this Official Statement just prior to the Summary Statement.

The Eastern Railyard was rezoned by the City Council in January 2005 but the Western Railyard
was not. The Western Railyard is currently zoned for low and medium density manufacturing uses. By
agreement dated September 28, 2006 by and among the MTA, certain of its affiliates and the City (the
“Railyards Agreement”), the City agreed to work with the MTA and certain of its affiliates and HYDC to
prepare a statement of planning and design guidelines for the Western Railyard (the “Guidelines”) by
April 1, 2007. Following completion of the Guidelines, the Railyards Agreement provides that the MTA,
in consultation with HYDC and others, will prepare a request for proposals for the Eastern Railyard and
Western Railyard intended to lead to a sale of development rights for the space above the Eastern
Railyard and Western Railyard. The Eastern Railyard and Western Railyard will continue to be used for
the operational needs of the Long Island Railroad and Pennsylvania Station. Development of the Eastern
Railyard and Western Railyard will require the developer to construct a platform over the area sought to
be developed. The MTA is not obligated to sell any development rights for the space above the Eastern
Railyard or Western Railyard if the request for proposals does not result in a transaction or transactions
acceptable to the MTA.

In April 2006, an engineering and architectural consultant team was engaged by HYDC to
conduct a study of platform construction issues at the Eastern Railyard. Pursuant to the Railyards
Agreement, HYDC has expanded the study to include the Western Railyard.

The Railyards Agreement also provides for the purchase by the Corporation of certain
transferable development rights over the Eastern Railyard for a price of $200 million, which can then be
sold by the Corporation to developers for use in other portions of the Project Area. Once the Corporation
has received payments for the transferable development rights equal to $200 million (plus interest on such
amount at the rate of interest on the Bonds issued to finance the purchase of the transferable development
rights), the Corporation must pay any additional amounts received for the sale of such transferable
development rights to the MTA.

SECTION V: SECURITY AND SOURCES OF PAYMENT OF BONDS
General
The Series 2007A Bonds are special obligations of the Corporation secured by and payable solely
from the Revenues as described herein in accordance with the Indenture. The Corporation has no taxing

powers. The Series 2007A Bonds are not a debt of the City and, except as expressly stated herein, the
City has no obligation to pay or provide for any of the debt service on the Series 2007A Bondls.
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The Revenues of the Corporation are described below and consist of: payments in lieu of real
property and mortgage recording taxes made pursuant to agreements between owners of property in the
Project Area and the IDA, the MTA or the CCDC; payments by the City equal to real property taxes and
payments in lieu of real property taxes received by the City from owners of New Developments (as
defined below) in the Project Area that do not otherwise enter into PILOT Agreements with the IDA,
MTA or the CCDC; payments by the City to enable the Corporation to pay interest on its Bonds; certain
payments from the sale by the Corporation of transferable development rights purchased by the
Corporation from TBTA; and payments by property owners pursuant to certain development incentive
programs offered by the City for development in the Project Area. The amounts of such Revenues (other
than Interest Support Payments) are analyzed in the C&W Study, based on certain assumptions and
limitations stated therein including the completion of the Project during 2013, a forecast of economic
growth and demographic changes from 2006 to 2035 and the continuation of the current incentives for
development in the Project Area. See “SECTION VI: CUSHMAN & WAKEFIELD, INC. STUDY.”

Debt Service Payments

Although the Corporation has begun receiving Revenues, it does not expect to generate sufficient
Revenues from development in the Project Area to pay all the interest due on its Bonds earlier than its
Fiscal Year ending June 30, 2014. See “SECTION VIII: SUMMARY OF BOND STRUCTURING
ASSUMPTIONS AND AMORTIZATION.” Prior thereto, the Corporation expects that it will receive
such additional funds as are necessary to pay interest on up to $3 billion of its Bonds from the City
pursuant to the Support and Development Agreement described below. The obligation of the City to
make such payments continues as long as any Supported Bonds are outstanding. Payments by the City to
the Corporation pursuant to the Support and Development Agreement are subject to annual appropriation.
The Indenture provides that, except as provided in the following paragraph, the Corporation is not
obligated to make any principal payments on its Bonds prior to the Conversion Date (defined below).
The City is not obligated to make any payments to the Corporation to pay principal on the Bonds. See
“Interest Support Payments” below.

After the date on which the Series 2007A Bonds are first callable and prior to the Conversion
Date, all Revenues received by the Corporation in a Fiscal Year remaining after funding the Corporation’s
expenses and interest on the Bonds for such Fiscal Year and interest on the Bonds for the subsequent
Fiscal Year must be used to purchase or redeem Senior Bonds in advance of their maturity except that, if,
during a Fiscal Year, the City has made Interest Support Payments for the Corporation’s Bonds, then the
Corporation must first reimburse the City for such Interest Support Payments prior to purchasing or
redeeming any Senior Bonds.

Revenues of the Corporation

The Revenues of the Corporation are expected to be generated by private development in the
Project Area and, to the extent such Revenues are not sufficient for the Corporation to pay all the interest
due on its Supported Bonds, from payments by the City to the Corporation each year pursuant to the
Support and Development Agreement, subject to annual appropriation, in the amount necessary to pay
such interest on up to $3 billion of its Bonds. The Revenues are described below. The C&W study
analyzes the amounts expected to be received from the Revenues derived from development in the Project
Area and concludes that such amounts are reasonable. Such analysis is based on assumptions and
limitations described in the C&W Study. See “SECTION VI: CUSHMAN & WAKEFIELD, INC.
STUDY.”
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Interest Support Payments

The Hudson Yards Support and Development Agreement dated as of December 1, 2006 and
entered into by and among the Corporation, HYDC and the City (the “Support and Development
Agreement”) obligates the City, subject to annual appropriation, to pay to the Corporation not later than
four business days prior to each interest payment date on Supported Bonds, including the Series 2007A
Bonds, Interest Support Payments in an amount equal to the difference between the amount of funds
available to the Corporation to pay interest on the Supported Bonds and the amount of interest due on
such Bonds on such interest payment date. The City is obligated to pay, and the Support and
Development Agreement provides for the payment of, Interest Support Payments, subject to annual
appropriation, on up to $3 billion of the Corporation’s Bonds as long as any such Bonds are outstanding.
Pursuant to the Indenture and the Support and Development Agreement, Interest Support Payments are
required to be made in connection with all Supported Bonds, which includes all Senior Bonds issued prior
to the Conversion Date and only those Subordinate Bonds designated at the time of issuance as Supported
Bonds, and, without regard to the $3 billion limit, may include Senior Bonds or Subordinate Bonds issued
to refinance Supported Bonds. The Support and Development Agreement requires the Mayor of the City
to include in the expense budget submitted in each fiscal year of the City to the City Council for the
succeeding fiscal year of the City an amount, taking into account the expected Revenues of the
Corporation, sufficient to make the Interest Support Payments in each such fiscal year. In resolutions
adopted January 19, 2005 and October 11, 2006, the City Council recognized the importance to the City
of the redevelopment of the Project Area and supported an undertaking by the City, subject to annual
appropriation, to make the Interest Support Payments. A summary of the Support and Development
Agreement is attached hereto as Appendix B. See “SECTION VIII: SUMMARY OF BOND
STRUCTURING ASSUMPTIONS AND AMORTIZATION” for a discussion of various scenarios
showing the length of time the City may need to make Interest Support Payments.

Interest Support Payments are subject to annual appropriation by the City and to the availability
of moneys for such payments. The Support and Development Agreement and the City’s obligation to
make such payments do not constitute debt of the City under or within the meaning of the State
Constitution or the Local Finance Law of the State. The City is not legally required to make annual
appropriations for such payments. The ability of the City to fulfill its obligations under the Support and
Development Agreement to make Interest Support Payments may depend on the financial condition of the
City. See Appendix E for information about the City.

Recurring Revenues

Payments in Lieu of Taxes. New privately owned commercial developments in the Project Area
on privately-owned sites are subject to City property taxes unless granted discretionary benefits by the
IDA under its economic development authority or by other governmental entities, such as the MTA,
under authority which permits such entities to grant exceptions from City real property taxes. As an
inducement to commercial development in the Project Area and in furtherance of its mission of
encouraging job growth and the economic well being of the City, the IDA enacted a Uniform Tax
Exemption Policy for the Project Area, except for the Western Railyard and Javits Marshalling Yard, in
August 2006 (the “Project Area UTEP”) that includes a schedule (set forth in Section 3 of the C&W
Study) for PILOT Payments for property owners that enter into PILOT Agreements. The schedule
provides a substantial discount for up to 19 years from the real property taxes that would otherwise be
due, and an annual rate of increase that is equal to the lesser of 3% or the actual increase in assessed
valuation of the property. Beginning with the twentieth year, the amount payable is equal to the amount
of real property taxes levied by the City without any discount. IDA PILOT Agreements for the Project
Area are expected to last for 35 years and can be extended up to another 64 years. Developers entering
into PILOT Agreements with the IDA may also receive an exemption of up to 100% of sales taxes due on
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construction materials and tenant improvement materials. Developers are expected to participate in the
PILOT Payment program because the PILOT Payments during the first 19 years will be lower than the
real estate tax on their projects would have been. The IDA is expected to adopt a general restatement and
amendment of its general Uniform Tax Exemption Policy on December 12, 2006. This restatement will
result in technical changes to the Project Area UTEP which are not expected to reduce the projected
Revenues.

The Corporation, the IDA and the City have entered into the PILOT Assignment and Agreement
dated as of December 1, 2006 (the “IDA Assignment Agreement”) pursuant to which the IDA has
assigned the PILOT Payments to the Corporation and the City has agreed to such assignment. In
accordance with the IDA Assignment Agreement, PILOT Payments will be made to the Trustee. The
IDA and the City have each agreed in the IDA Assignment Agreement that any such payments received
by the IDA or the City will be promptly paid to the Corporation or the Trustee. The IDA has also agreed
in the IDA Assignment Agreement not to directly or indirectly rescind, amend, modify or deviate from
the Project Area UTEP without the prior consent of the Corporation except that the IDA may, without the
consent of the Corporation, amend or modify the Project Area UTEP if (i) as a result of a change in State
law, the Project Area UTEP is no longer consistent therewith, (ii) such amendment or modification is
required in order for the Project Area UTEP to conform to the applicable State laws, (iii) the IDA, not less
than 30 days prior to it taking any action to amend or modify the Project Area UTEP, delivered to the
Corporation a copy of the proposed amendment or modification of the Project Area UTEP and (iv) the
IDA certified to the Corporation, in writing, that such amendment or modification is solely required in
order for the Project Area UTEP to conform to the applicable State law. The City has agreed in the IDA
Assignment Agreement not to take any action that would limit or alter the rights vested in the Corporation
under the IDA Assignment Agreement, any PILOT Agreement, PILOT Mortgage or instrument of
assignment executed pursuant to the IDA Assignment Agreement or in or to the PILOT Assets or that
would in any way impair the rights and remedies of the holders of or the security for the Bonds. The
Corporation covenants in the Indenture not to consent or acquiesce in any amendment to or deviation
from the Project Area UTEP unless the Corporation delivers a written certification to the Trustee that the
proposed amendment or deviation will facilitate the further commercial development of the Project Area
or such amendment or deviation is consented to by holders of Bonds affected by any such amendment as
specified in the Indenture. The IDA Assignment Agreement terminates when all principal and interest
has been paid on the Corporation’s Bonds.

Each property owner that enters into a PILOT Agreement with the IDA will secure its payment
obligations under such agreement by a first mortgage (the “PILOT Mortgage”) to the IDA. The IDA will
assign each PILOT Agreement and each PILOT Mortgage to the Corporation which will assign such
obligations to the Trustee. Upon a failure of a property owner to make the PILOT Payment in accordance
with the PILOT Agreement, the Trustee may exercise the rights and remedies set forth in the
corresponding PILOT Mortgage, which include the right to institute proceedings to foreclose the lien on a
PILOT Mortgage. Failure of a property owner to make PILOT Payments could result in loss of the
property owner’s interest in the property.

The MTA has agreed in the Railyards Agreement that, if it leases the Eastern Railyard or Western
Railyard for development, such leases will require the developer to pay PILOT Payments on commercial
development according to the Project UTEP and PILOT Payments equal to real property taxes for other
development. The MTA has further agreed that all such PILOT Payments will be paid to the Corporation
or to the City upon the Corporation’s direction. The Corporation has covenanted in the Indenture that as
long as any Bonds are Outstanding, it will not direct the PILOT Payments to any person other than the
Corporation.
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In addition to the IDA and the MTA, certain governmental entities including the CCDC and the
Port Authority have the authority to enter into agreements with developers in the Project Area to provide
development incentives in exchange for reduction or elimination of real property taxes otherwise payable
to the City. The Corporation expects, based on previous experience when such agreements have been
entered into, that such governmental entities will reimburse the City for lost real property taxes although
there can be no assurance that reimbursement of such lost real property taxes will take place. The
Support and Development Agreement provides that any PILOT Payments made by other governmental
entities to the City as the result of development in the Project Area will be treated as Tax Receipts in the
calculation of Tax Equivalency Payments to be made by the City as described below.

Tax Equivalency Payments. The Support and Development Agreement also obligates the City to
pay to the Corporation beginning with the City’s 2008 fiscal year (ending June 30, 2008), subject to
annual appropriation, payments equal to the amount of real property taxes and payments in lieu of real
property taxes collected by the City on New Developments (as defined below) in the Project Area (“Tax
Equivalency Payments™). Although Tax Equivalency Payments are expected to be generated primarily
from residential development, such payments will also be generated from commercial developments that
are not eligible to enter into PILOT Agreements or that have elected not to enter into PILOT Agreements
and from payments in lieu of real property taxes received by the City pursuant to agreements between
developers of New Developments in the Project Area and governmental bodies other than the IDA, MTA
or CCDC. Such payment is to be made each year in two installments, occurring not later than the first
day of August and the first day of February of each Fiscal Year, subject to adjustment as provided in the
next sentence, each in an amount equal to 50% of the ad valorem real property taxes levied by the City on
New Developments in the Project Area not subject to a PILOT Agreement that are payable during such
Fiscal Year. The amount payable by the City on each such date is to be adjusted to reflect the amount, if
any, by which the Tax Receipts (as defined below) collected during the six month period that commenced
on the closer of the January 1st or July Ist immediately preceding such payment date either exceeded or
was less than the amount payable on such payment date. In resolutions adopted January 19, 2005 and
October 11, 2006, the City Council recognized the importance to the City of the redevelopment of the
Project Area and supported an undertaking by the City, subject to appropriation, to make the Tax
Equivalency Payments. A summary of the Support and Development Agreement is attached hereto as
Appendix B.

For purposes hereof, the terms listed below have the following meanings:

New Development means the construction of a building or other improvement within the Project
Area for residential, commercial or other use or uses, or the Substantial Rehabilitation of an existing
building or improvement within the Project Area, in each case evidenced by the issuance of a temporary
certificate of occupancy on or after January 19, 2005.

Substantial Rehabilitation means any one or a combination of (i) work necessary to bring a
building into compliance with all applicable laws and regulations, including but not limited to the
installation, replacement or repair of heating, plumbing, electrical and related systems and the elimination
of hazardous violations in the building in accordance with state and local laws and regulations,
(i1) reconstruction or work to improve the habitability or prolong the useful life of a structure or (iii) an
addition to an existing building that substantially increases the square footage or floor area thereof which,
in each case, results in at least a 20% increase in the assessed value of the property.

Tax Receipts means all ad valorem real property taxes and payments in lieu of real property taxes
collected by the City from owners of New Developments, including any amounts collected (i) as a
consequence or result of enforcement proceedings, (ii) as interest or penalties for the failure of any such
owner to make timely payment of the ad valorem real property taxes levied against such New
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Development, (iii) as the proceeds of any sale of tax liens related to a New Development, and (iv) as a
consequence or result of the enforcement of a PILOT Agreement, including the foreclose of any mortgage
securing the same.

The Support and Development Agreement obligates the City to retain in its possession for a
reasonable period of years records of all Tax Receipts collected during a fiscal year sufficient to identify
each New Development, not subject to a PILOT Agreement, the ad valorem real property taxes levied
against each such New Development during such fiscal year and the Tax Receipts collected during such
fiscal year in connection with each such New Development, which records shall be subject at all
reasonable times during normal business hours to the inspection of the Corporation, the Trustee and their
respective agents and representatives. At the written request of the Corporation or the Trustee, copies of
such records shall be delivered to the Corporation and the Trustee.

The City has advised the Corporation that it will establish procedures which will allow it to
identify New Developments and to identify payments of real property taxes by the owners of New
Developments or the proceeds of the sale of tax liens if such taxes are not paid. Pursuant to the Support
and Development Agreement, the Mayor of the City is required to submit to the City Council for each
fiscal year an appropriation for the amount necessary to permit the City to pay the Tax Equivalency
Payment in such fiscal year. The City has no obligation to appropriate funds to make Tax Equivalency
Payments and the City’s agreement to make such payments is not debt of the City.

The C&W Study assumes that developers of residential rental properties (Class 2) in the Project
Area will participate in the 421-a tax program (the “421-a Program”) which provides for certain
reductions in real property taxes under certain conditions. The 421-a Program is scheduled to expire on
December 2007. See “Appendix F: Cushman & Wakefield, Inc. Study” for a description provided by the
City of the 421-a Program and possible changes in the 421-a Program.

An overview and general information provided by the City about the levy and collection of real
property taxes by the City is described in the C&W Study attached to this Official Statement as
Appendix F.

Tax Equivalency Payments are subject to annual appropriation by the City and to the availability
of moneys for such payments. The Support and Development Agreement and the City’s obligation to
make such payments do not constitute debt of the City under or within the meaning of the State
Constitution or the Local Finance Law of the State. The City is not legally required to make annual
appropriations for such payments.

One-Time Development Revenues

District Improvement Fund Bonus Payments. As authorized in the Zoning Resolution,
commercial and residential developments in certain portions of the Project Area are eligible to receive
additional density in exchange for DIB payments contributing to density-ameliorating infrastructure
improvements. An as-of-right base floor area ratio (“FAR”) has been established in certain sections of
the Project Area for development, generally 6.5 for residential development and 10 for commercial
development. Above this FAR, developments may increase their floor area, up to a specified amount, in
exchange for DIB Payments which would be used to finance the infrastructure that is necessary to support
high-density residential and commercial development. See the C&W Study attached hereto as
Appendix F for discussion of FAR.

In the case of lots zoned for residential use, acquisition of additional density in exchange for DIB
Payments (the “DIB Program”) also requires participation in the Inclusionary Housing Bonus (“IHB”)
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program, which requires that DIB Program square footage be applied for in a fixed ratio, on a pari passu
basis, with IHB square footage. In a situation where the base residential zoning is 6.5 FAR and the
maximum residential FAR is 12, there would be two bonus tiers. In the first tier, from 6.5 FAR to 9 FAR,
5/11ths of the bonus would be achieved through the DIB Program and 6/11ths would be achieved through
IHB, resulting in a requirement that 10-15% of the total square footage of the building meet affordable
housing guidelines set by the City’s Department of Housing Preservation and Development. In the
second tier from 9 FAR to 12 FAR, 5/11ths of the bonus would be achieved through the DIB Program
and 6/11ths through IHB, resulting in an additional 10-15% of the total square footage of the building
meeting affordable housing guidelines.

The amount per square foot of the payment required by the Zoning Resolution is currently
$106.48 per zoning square feet of bonus received. The Chair of the City Planning Commission is
required to adjust the amount of DIB Payment per square foot on July 1 of each year based on changes in
the Consumer Price Index established by the U.S. Bureau of Labor Statistics.

The Corporation and the City have entered into the DIB Assignment Agreement pursuant to
which and in accordance with the Zoning Resolution adopted by the City Council, the City has assigned
to the Corporation the DIB Payments. The Zoning Resolution directs that the DIB Payments be paid
directly to the Corporation. The City has agreed in the DIB Assignment Agreement that the City will not
take any action that would limit or alter the rights vested in the Corporation under the Zoning Resolution
or the DIB Assignment Agreement or in and to the DIB Payments and that the City will not take any
action that would in any way impair the rights and remedies of the holders or the security for the Bonds.

Eastern Railyard Transferable Development Rights. The Project Area zoning plan provides for a
maximum development floor area ratio (FAR) of 19 over the Eastern Railyard, of which up to 11 FAR
(maximum 9 FAR commercial, 2 FAR community facility, and 3 FAR residential) could be utilized on
the Eastern Railyard, and up to 10 FAR could be redistributed to sites within a commercial core area
generally located between Tenth and Eleventh Avenues, from West 33rd to West 41st Streets. A portion
of the transferable development rights over the Eastern Railyard will be acquired by the Corporation from
TBTA for $200 million as provided in the Railyards Agreement. The Corporation expects to sell such
transferable development rights for use in the Project Area. Once the Corporation has received payments
for the transferable development rights equal to $200 million (plus interest on such amount at the rate of
interest on the Bonds issued to finance the purchase of the transferable development rights), the
Corporation must pay any additional amounts received for the sale of such transferable development
rights to the MTA.

Payments In Lieu of Mortgage Recording Taxes. The Project Area UTEP provides for a 100%
exemption from the mortgage recording tax for mortgages securing construction and permanent financing
for commercial development projects in significant portions of the Project Area. However, the recipient
of such exemption is required to make payments in lieu of the mortgage recording tax (“PILOMRT
Payments”) of 100% of the mortgage recording tax that would otherwise be due in the absence of such
exemption. Pursuant to current New York State law, the mortgage recording tax applicable to a mortgage
on commercial real estate in the Project Area is calculated at the rate of $2.75 for each $100, or major
fraction thereof, of the principal amount of the mortgage where the mortgage is $500,000 or more. Where
the mortgage is less than $500,000, the mortgage recording tax applicable to a mortgage on commercial
real estate in the Project Area is $2.05 for each $100, or major fraction thereof, of the principal amount of
the mortgage.

Pursuant to the IDA Assignment Agreement, the IDA has assigned the PILOMRT Payments to
the Corporation and the City has agreed to such assignment. The IDA and the City have each agreed in
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the IDA Assignment Agreement that any such payments received by the IDA or the City will be promptly
paid to the Corporation or the Trustee.

The MTA has agreed in the Railyards Agreement that if it leases the Eastern Railyard or the
Western Railyard for development, such leases shall require the developer to pay PILOMRT Payments
equal to 100% of the otherwise applicable mortgage recording tax. The MTA has further agreed that such
PILOMRT Payments shall be paid to the Corporation (or to the City upon the Corporation’s direction),
except that the MTA will retain such portion of the PILOMRT Payments equal to the percentage of
mortgage recording tax which the MTA generally receives under the New York State law, currently 9%
of the total tax.

Bond Insurance

The principal of and interest on the Series 2007A Bonds (4.5% coupon) (the “MBIA Insured
Bonds™) are expected to be insured by MBIA Insurance Corporation (“MBIA”). The principal of and
interest on the Series 2007A Bonds (5% coupon, 4.10% yield) are expected to be insured by Financial
Guaranty Insurance Company (“FGIC”) (the “FGIC Insured Bonds” together with the MBIA Insured
Bonds, the “Insured Bonds”). Information about MBIA and FGIC is set forth in Appendix H. A
specimen MBIA insurance policy and a specimen FGIC insurance policy are set forth in Appendix I. So
long as certain events of default with respect to FGIC and MBIA have not occurred, FGIC and MBIA will
each be deemed the holder of the Insured Bonds with the right to exercise any right or power, consent to a
waiver, amendment or modification of the Indenture, or request or direct the Trustee to take any action
under the Indenture. In addition, if either FGIC or MBIA has paid either the interest or principal on the
Insured Bonds, such interest or principal payment will be considered to be unpaid by the Corporation and
FGIC or MBIA, as the case may be, will be subrogated to the rights of the holders of the Insured Bonds
insured by it.

Conversion Date

The Corporation is not obligated to make any payments of principal on its Bonds, including the
Series 2007A Bonds, prior to maturity before Conversion unless and until the Corporation receives
Revenues in amounts sufficient to make such payments. After the date on which the Series 2007A Bonds
are first callable and prior to the Conversion Date, all Revenues received by the Corporation in a Fiscal
Year remaining after funding the Corporation’s expenses and interest on the Bonds for such Fiscal Year
and for the subsequent Fiscal Year must be used to purchase or redeem Senior Bonds in advance of their
maturity except that, if, during such Fiscal Year, the City has made Interest Support Payments for the
Corporation’s Senior Bonds, then the Corporation must first reimburse the City for such Interest Support
Payments prior to purchasing or redeeming Senior Bonds. Not later than the June 30 following the
Conversion Date, the Corporation must have established a schedule of Sinking Fund Installments for all
its Outstanding Bonds such that level or annually declining debt service payments are due on all
Outstanding Bonds. See “SECTION IX: THE BONDS — Redemption of Bonds” for a description of
how the amounts and dates of such Sinking Funds Installments are to be established.

The Indenture defines “Conversion Date” as the date on which the Corporation has certified that
for each of the two prior Fiscal Years the Corporation has received Net Recurring Revenues for each such
Fiscal Year, as shown on the audited financial statements for such Fiscal Year prepared in accordance
with generally accepted accounting principles applicable to the Corporation, of (i) not less than 125% of
Maximum Annual Debt Service on all then Outstanding Senior Bonds and (ii) not less than 105% of
Maximum Annual Debt Service on all then Outstanding Bonds. For this purpose, Maximum Annual Debt
Service is to be calculated as of the Conversion Date. There can be no assurance that the Conversion
Date will occur prior to the maturity of the Series 2007A Bonds. See “SECTION VIII: SUMMARY OF
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BOND STRUCTURING ASSUMPTIONS AND AMORTIZATION” for a discussion of various
scenarios for the payment of principal of the Series 2007A Bonds.

Net Recurring Revenues means, as of any particular date of calculation and (i) when used in
connection with any prior Fiscal Year, the amount of PILOT Payments and Tax Equivalency Payments
paid during such prior Fiscal Year, less the lesser of the Operating Cap or the actual Corporation
Expenses for such Fiscal Year, and (ii) when used in connection with any then current or future Fiscal
Year, the Projected Recurring Revenues (defined in Appendix A) for such Fiscal Year less the Operating
Cap for such Fiscal Year, assuming there are not Tax Obligations (defined in Appendix A) payable during
such Fiscal Year.

Maximum Annual Debt Service means, as of any particular date of calculation and with respect to
any Outstanding Senior Bonds or Subordinate Bonds of a specified priority, an amount equal to the
greatest amount required in the then current or any future Fiscal Year to pay the debt service on such
Senior Bonds or Subordinate Bonds payable during such Fiscal Year as calculated in accordance with the
Indenture.

Operating Cap means the sum of (i) during the Fiscal Year ending June 30, 2007, $1,000,000
and, (ii) during each Fiscal Year thereafter, an amount equal to 103% of the Operating Cap for the prior
Fiscal Year, plus, in each case, Tax Obligations (as defined in Appendix A to this Official Statement) the
Corporation estimates to be payable during such Fiscal Year or to be reserved for estimated payments to
be payable in subsequent Fiscal Years.

Additional Bonds

The Corporation may issue $1.5 billion principal amount of additional Senior Bonds without
meeting any of the debt service coverage tests described below, subject to the provisions of the Indenture
which limit the principal amount of Senior Bonds that can be issued prior to the Conversion Date, other
than for refunding purposes, to an aggregate of $3.5 billion. Notwithstanding the foregoing, the
Corporation may not issue more than $3 billion of Bonds, other than for refunding purposes, that would
be subject to the Support and Development Agreement unless the City is authorized by an appropriate
City Council resolution to make, and the Support and Development Agreement provides for the payment
of, Interest Support Payments, on the principal amount of Bonds that would be subject to the Support and
Development Agreement after issuance of the Bonds then being issued. Based on current projections
regarding the cost of the Project, the Corporation expects to issue an additional amount of Senior Bonds
in the aggregate amount of $1.0 billion for the Project in 2011. As noted herein, such projections are
based on a number of assumptions, which may not be correct. There can be no assurance that completion
of the Project will not require the issuance of more Bonds than projected. See “SECTION II: RISK
FACTORS.” The Indenture permits the Corporation to issue Subordinate Bonds without regard to the
$3.5 billion limit on Senior Bonds described above, but contains limitations on the issuance of Bonds as
described below.

Prior to the Conversion Date, (i) no Bond may mature prior to February 15, 2047, (ii) no
amortization may be scheduled on any Bond prior to maturity, (iii) no Senior Bonds may be issued as
Tender Option Bonds, Capital Appreciation Bonds, Deferred Income Bonds or Variable Interest Rate
Bonds, (iv) no Subordinate Bond may mature prior to the latest date on which a Senior Bond matures and
(v) the interest payable in any Fiscal Year on Subordinate Bonds may not exceed $30 million.

After the Conversion Date, except for Bonds issued pursuant to the Indenture for refunding

purposes, Bonds may not be issued unless (a) the amount of the Net Recurring Revenues for the
immediately preceding Fiscal Year for which audited financial statements of the Corporation are available
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is at least (x) equal to 125% of the aggregate amount of principal, Sinking Fund Installments and interest
that was paid during such Fiscal Year on the then Outstanding Senior Bonds and (y) equal to 105% of the
aggregate amount of principal, Sinking Fund Installments and interest that was paid during such Fiscal
Year on the then Outstanding Bonds and (b) the amount of the Net Recurring Revenues for the Fiscal
Year during which such Bonds are issued and for each succeeding Fiscal Year during which Bonds will
be Outstanding after giving effect to the issuance of such Bonds for each Fiscal Year is at least (x) equal
to 125% of the Maximum Annual Debt Service calculated only with respect to Senior Bonds after giving
effect to the issuance of the Senior Bonds then to be issued and (y) equal to 105% of the Maximum
Annual Debt Service on all Outstanding Bonds after giving effect to the issuance of the Subordinate
Bonds then to be issued.

Refunding Bonds may be issued at any time provided that the Maximum Annual Debt Service on
the Refunding Bonds does not exceed the Maximum Annual Debt Service on the Bonds to be refunded.
Refunding Bonds issued as Senior Bonds prior to the Conversion Date will be supported by Interest
Support Payments.

Funds and Accounts
General

The Indenture has created specific funds and separate accounts within the funds to be held and
maintained by the Trustee as security for the payment of the principal and Redemption Price of and
interest on the Corporation’s Bonds, including the Series 2007A Bonds. These funds include: (i) the
Revenue Fund; (ii) the Construction Fund; (iii) the Debt Service Fund; (iv) the Debt Service Reserve
Fund, if any; (v) the Corporation Expense Fund; and (vi) the Surplus Fund. All moneys at any time
deposited in any of such funds will be held in trust for the benefit of the holders of the Corporation’s
Bonds, including the Series 2007A Bonds, except as provided in the Indenture, but will nevertheless be
disbursed, allocated and applied solely for the uses and purposes as described under the Indenture.

Construction Fund

The Indenture requires that certain of the proceeds from the sale of the Series 2007A Bonds be
deposited in the Construction Fund, along with any moneys paid to the Corporation for the acquisition,
construction, reconstruction, rehabilitation or improvement of the Project, including the proceeds of any
insurance or condemnation award. Proceeds deposited in the Construction Fund will be used only to pay
the Costs of Issuance of the Corporation’s Bonds, including the Series 2007A Bonds, the costs of the
Project, including interest on such Bonds, and the expenses of HYDC. Payments from the Project
Account of the Construction Fund will be made by the Trustee according to a requisition signed by an
Authorized Officer of the Corporation and an appropriate officer of HYDC stating, with respect to each
payment to be made, the names of the payees, the amount of payment, the purpose for such payment and
that such purpose constitutes a proper purpose for which money in the Construction Fund may be applied
and has not been the basis of any previous withdrawal from the Construction Fund.

The Indenture establishes separate subaccounts in the Project Account for various purposes
including the Subway Extension Subaccount, the Public Amenities Subaccount and the TDRs Purchase
Subaccount. Except as otherwise provided in the Indenture, (i) money in the Subway Extension
Subaccount may only be used to pay the Project Costs of the Subway Extension, (ii) money in the Public
Amenities Subaccount may only be used to pay the Project Costs of the Public Amenities, (iii) money in
the TDRs Purchase Subaccount may only be used to pay the purchase price of the TDRs at the time, in
the amounts and in accordance with the Railyards Agreement, (iv) money in the Cost of Issuance Account
may only be used to pay the Costs of Issuance and (v) money in the Capitalized Interest Account may
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only be used to pay interest on Outstanding Bonds. However, money in the Public Amenities Subaccount
may at any time be withdrawn and transferred to the Subway Extension Subaccount or the HYDC
Expense Account and money in the TDRs Purchase Subaccount may at any time be withdrawn and
transferred to the Subway Extension Subaccount or the Public Amenities Subaccount, in each case in
accordance with the written direction of the Corporation.

Application of Revenues Prior to Conversion Date

Revenues received by the Corporation prior to the Conversion Date or on or after a Payment
Default (as defined in Appendix A) will be applied by the Trustee in the following order of priority:

first: to the Corporation Expense Fund, the amount required to make the amount
deposited therein during such Fiscal Year equal to the lesser of (i) the Corporation Expenses for
such Fiscal Year, exclusive of Termination Payments, and (ii) the Operating Cap for such Fiscal
Year;

second: unless a Payment Default has occurred, to the Senior Bond Account of the Debt
Service Fund, the amount required to pay (i) interest on Outstanding Senior Bonds (other than
Funded Bonds) payable during the Fiscal Year and (ii) Hedge Agreement Payments and interest
on Parity Reimbursement Obligations as the same become due and payable during such Fiscal
Year, in each case relating to Senior Bonds;

third: unless a Payment Default has occurred, to the Corporation Expense Fund, the
amount required, if any, to make the amount deposited therein during such Fiscal Year equal to
the Corporation Expenses for such Fiscal Year;

fourth: unless a Payment Default has occurred, to the Subordinate Bond Account of the
Debt Service Fund, the amount required to pay (i) interest on Outstanding Subordinate Bonds
payable during such Fiscal Year and (ii) Hedge Agreement Payments and interest on Parity
Reimbursement Obligations as the same become due and payable during such Fiscal Year, in
each case relating to Subordinate Bonds; provided, however, that if on the date of deposit or
payment the interest at which a Variable Interest Rate Bond will bear interest during such Fiscal
Year is not known, the Trustee will calculate such interest based upon a rate per annum certified
to it by the Corporation as the rate the Corporation has assumed such Variable Interest Rate Bond
will bear; and

fifth: to the Redemption Account, the balance of such Revenues.

Prior to the occurrence of a Payment Default, Revenues deposited in the Redemption Account of
the Debt Service Fund during a Fiscal Year are to be used (i) first to reimburse the City for Interest
Support Payments made during the then current Fiscal Year by the City; (ii) second, on June 30 of such
Fiscal Year an amount of money in the Redemption Account, up to the amount of interest on Outstanding
Senior Bonds payable during the next succeeding Fiscal Year, will be transferred to the Senior Bond
Account of the Debt Service Fund and an amount of money, up to the amount of interest on Outstanding
Subordinate Bonds payable during the next succeeding Fiscal Year, will be transferred to the Subordinate
Bond Account of the Debt Service Fund; and (iii) third, if any Outstanding Senior Bonds are subject to
redemption at the option of the Corporation during the then current Fiscal Year, either to purchase at the
direction of the Corporation such Senior Bonds at a purchase price not to exceed the Redemption Price of
such Senior Bonds on the next date during such Fiscal Year on which such Senior Bonds are redeemable
at the option of the Corporation or to redeem such Senior Bonds. Any money remaining in the
Redemption Account on June 30 of such Fiscal Year that is not required to be transferred pursuant to

23



clause (ii) of the preceding sentence or to pay the Redemption Price or purchase price of Senior Bonds
theretofor called for redemption or contracted to be purchased will be transferred to the Revenue Fund.

Funds in the Redemption Account subsequent to a Payment Default are to be applied to the
payment of interest and principal as required by the Indenture as described in Appendix A.

Set forth below is a chart showing the flow of funds for Revenues received by the Corporation

prior to the Conversion Date:
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Application of Revenues On and After Conversion Date

Revenues received by the Corporation on and after the Conversion Date, but prior to a Payment
Default, will be applied by the Trustee in the following order of priority:

first: to the Corporation Expense Fund, the amount required to make the amount
deposited therein during such Fiscal Year equal to the lesser of (i) the Corporation Expenses for
such Fiscal Year, exclusive of Termination Payments, and (ii) the Operating Cap for such Fiscal
Year;

second: to the Senior Bond Account of the Debt Service Fund, the amount required to
pay (i) the Debt Service on Outstanding Senior Bonds payable during the then current Fiscal Year
and (ii) Hedge Agreement Payments and the principal of and interest on any Parity
Reimbursement Obligations as the same is due and payable during such Fiscal Year, in each case
relating to Senior Bonds; provided, however, that Revenues received after February 15 of such
Fiscal Year will also be paid to the Senior Bond Account of the Debt Service Fund in amounts
required to pay the Debt Service on Outstanding Senior Bonds payable during the succeeding
Fiscal Year;

third: to the Subordinate Bond Account of the Debt Service Fund, the amount required to
pay (i) the Debt Service on Outstanding Subordinate Bonds payable during such Fiscal Year and
(i) Hedge Agreement Payments and the principal of and interest on any Parity Reimbursement
Obligations as the same is due and payable during such Fiscal Year, in each case relating to
Subordinate Bonds; provided, however, that Revenues received after February 15 of such Fiscal
Year will also be paid to the Subordinate Bond Account of the Debt Service Fund in amounts
required to pay the Debt Service on Outstanding Subordinate Bonds payable during the next
succeeding Fiscal Year;

fourth: to the Corporation Expense Fund, the amount required, if any, to make the
amount deposited therein during such Fiscal Year equal to the Corporation Expenses for such
Fiscal Year; and

fifth: to the Surplus Fund, the balance of such Revenues.

[Remainder of Page Intentionally Left Blank]
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Set forth below is a chart showing the flow of funds for Revenues received by the Corporation on
or after the Conversion Date unless a Payment Default has occurred:
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Events of Default

The Indenture specifies certain events which, if they occur, will result in an event of default and
provides certain remedies in case of an event of default which are discussed below. An event of default
shall exist under the Indenture if:

(a) payment of the principal or Sinking Fund Installment of or interest on any Senior Bond
shall not be made by the Corporation when due and payable; or

(b) if no Senior Bonds are Outstanding, the Corporation has failed at any time to pay the
principal or Sinking Fund Installment of or interest on any Subordinate Bond when due and payable; or

(c) with respect to a Tax Exempt Bond, there has been a Determination of Taxability; or

(d) the Corporation defaults in the due and punctual performance of any other of the
covenants, conditions, agreements and provisions contained in the Indenture or in the Bonds or in any
Supplemental Indenture on the part of the Corporation to be performed and such default continues for
30 days after written notice specifying such default and requiring same to be remedied has been given to
the Corporation by the Trustee, which may give such notice in its discretion and must give such notice at
the written request of the Holders of not less than 25% in principal amount of the Outstanding Bonds,
unless, if such default is not capable of being cured within 30 days, the Corporation has commenced to
cure such default within said 30 days and diligently prosecutes the cure thereof; or
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(e) the Corporation (1) is generally not paying its debts as they become due, (2) commences
a voluntary case or other proceeding seeking liquidation, reorganization, dissolution, rehabilitation or
other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or
hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar
official of it or any substantial part of its property, or consents to any such relief or to the appointment of
or taking possession by any such official in an involuntary case or other proceeding commenced against
it, (3) makes a general assignment for the benefit of its creditors, (4) declares a moratorium or (5) takes
any corporate action to authorize any of the foregoing; or

) a trustee in bankruptcy, custodian or receiver for the Corporation or any substantial part
of its property has been appointed and the same has not been discharged within 60 days after such
appointment.

Upon the happening of an event described in clause (a) above, if any Senior Bonds are
outstanding, or clause (b) above if only Subordinate Bonds are outstanding, the Outstanding Bonds will
be subject to mandatory redemption in accordance with the Indenture. See “APPENDIX A: SUMMARY
OF INDENTURE.” Upon the happening and continuance of any event of default specified above, other
than a Payment Default, then and in every such case, the Trustee may proceed, and upon the written
request of the Holders of not less than a majority in principal amount of the Outstanding Bonds or, in the
case of a happening and continuance of an event of default specified in paragraph (c) above, upon the
written request of the Holders of not less than a majority in principal amount of the Outstanding Bonds of
the Series affected thereby, must proceed, subject to the provisions of the Indenture to protect and enforce
its rights and the rights of the Bondholders under the Indenture or under any Supplemental Indenture or
under the laws of the State by such suits, actions or special proceedings in equity or at law, either for the
specific performance of any covenant contained in the Indenture or under any Supplemental Indenture or
in aid or execution of any power therein granted, or for an accounting against the Corporation as if the
Corporation were the trustee of an express trust, or for the enforcement of any proper legal or equitable
remedy as the Trustee deems most effectual to protect and enforce such rights, including the enforcement
of its rights and remedies, as assignee, under any Agreement assigned to it.

SECTION VI: CUSHMAN & WAKEFIELD, INC. STUDY

The Corporation retained Cushman & Wakefield, Inc. (“C&W”) to analyze real estate market
fundamentals and development from 2006 to 2035 for the Hudson Yards redevelopment area and to
review the reasonableness of the projected real estate related revenues from this development. Based on
an economic and demographic forecast provided by Economy.com, C&W forecast real estate demand for
the Hudson Yards area which, together with historical tax revenue data and a tax revenue calculation
model provided by HYDC and the City, was used by HYDC to project real estate related revenues that
are expected to be received by the Corporation. The projected Revenues were analyzed in the C&W
Study which concludes that the tax revenue calculation model methodology and the projections of
Revenues, based on the assumptions and limitations contained in the C&W Study, are reasonable. One of
the limitations of the C&W Study is that its conclusions are based on the analysis of data provided to
C&W, which data is assumed to be correct.

C&W and its affiliates and alliance partners constitute one of the largest international real estate
service providers with over 150 offices globally. C&W represents clients in the buying, selling,
financing, leasing, managing and valuing of assets, and provides strategic planning and research, portfolio
analysis, site selection and space location, among other advisory services. From time to time, C&W and
its affiliates may have provided and in the future may provide or seek to provide real estate related
services to the Corporation, HYDC or the City.
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The C&W Study is attached hereto as Appendix F. The C&W Study is not summarized in this
Official Statement and the statements about the C&W Study in this Official Statement are qualified by
reference to the entire C&W Study. Prospective investors should read the C&W Study in its entirety,
paying specific attention to the assumptions and limitations described therein.

In forecasting the future demand for real estate, C&W relied upon and assumed the correctness of
two economic and demographic forecasts (the “Base” and “Cyclical” scenarios) for a 30-year period
provided by Economy.com which are set forth in Chapter 2 of the C&W Study. The Base scenario
assumes steady growth based on long term trends while in the Cyclical scenario, three recessions and
recoveries affecting the City occurring at 10 year intervals are assumed, with the first recession occurring
in 2009-2010. C&W also relied upon a number of assumptions, including, but not limited to, the
completion of the Project during 2013; the projected completion dates of major public sector investments
in the Project Area, including the Javits Convention Center expansion in 2010; the existence of sites in
Midtown Manhattan excluding the Project Area, which could accommodate development in the future —
roughly 16.3 million square feet of space, based on current zoning; the need to build a platform over
certain operating railyards, including the Eastern Railyard which is controlled by the MTA; and the
existence and continuing availability of current zoning and current development incentive programs in the
Project Area. The C&W Study does not, among other things, analyze the possible effects of a deep
economic recession of the magnitude experienced by the City in the 1970s.

Potential risks arising from unforeseen economic, political and fiscal policy or events were not
accounted for in the real estate demand forecasts or in the analysis of projected Revenues. Additional
assumptions and limitations are described in the C&W Study.

Revenue Projections Analyzed by the Study

The C&W Study analyzes Revenues (other than Interest Support Payments) projected to be
generated by forecast development within the Project Area over a 30-year period. The C&W Study
analyzes projected Revenues by development category (i.e. office buildings, residential, hotels and retail
space). While projected Revenues for each development category include all of the pledged Revenues
related to real estate development and taxation within the Project Area (as described in “SECTION V:
SECURITY AND SOURCES OF PAYMENT OF BONDS”), the C&W Study does not attempt in every
instance to separately itemize sources of Revenue within each development category. For example, the
C&W Study does not differentiate between PILOT Payments expected to be received directly by the
Corporation and payments in lieu of taxes or real estate taxes from New Developments to be paid to the
Corporation as Tax Equivalency Payments. Nevertheless, the aggregate Revenues (other than Interest
Support Payments) analyzed in the C&W Study represent the total amount of projected Revenues pledged
under the Indenture. The C&W Study concludes that projected Revenues generated from projected new
office, residential, hotel and retail developments expected to total $38.9 billion under the Base scenario
during the period from 2006 to 2050, and $34.4 billion under the Cyclical scenario over the same time
period, are, given the correctness of assumptions and limitations, reasonable.

Set forth below is a brief summary of the development projections for each real estate sector
contained in the C&W Study — office, residential, hotel and retail — from which the Revenue estimates
were generated. The analysis and conclusions contained in the C&W Study regarding specific real estate
sectors are subject to certain limitations and assumptions which are described in the C&W Study.

Office Buildings

The C&W Study concludes that the projections for the number of office workers (“office-using
employment”) provided by Economy.com for the New York region are the primary driver of demand and
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absorption of office space. Growth in office-using employment reflects structural changes in the regional
(and City’s) economy in which, over the long-term, services employment has grown while industrial
employment has declined. This long-term growth trend is expected to continue well into the future,
according to Economy.com. The accuracy of future economic and demographic projections made by
Economy.com is among the assumptions made by the C&W Study.

These projections were used in the analysis of the region’s competitive markets to determine the
share of regional office space absorption that midtown Manhattan (“Midtown”) and, more specifically,
the Project Area, are projected to capture. Because of its advantages, Midtown is expected to retain a
large share of this new office-using employment and therefore of new office space. A substantial share of
Midtown’s growth will likely be accommodated in the Project Area, due to the shortage of alternative
sites. The projected timing and share of development of commercial sites in the Project Area assumes
that the Project is completed during 2013. As mass transit access is essential to the Eleventh Avenue
commercial sites, if the Subway Extension is delayed past 2013, it is likely that development of some of
these sites will be delayed.

C&W studied 18 large sites in the Project Area of which 14 were considered appropriate for
office development and four appropriate for hotel development. Since the projected demand for office
space and resulting completions would exceed the zoned office capacity of 25.7 msf for the 14 sites
studied, completions in the Base scenario were capped at 25.7 msf. Completions in the Cyclical scenario
were projected to total 24 msf. Revenues from office building development are projected to be
$20.9 billion under the Base scenario during the period from 2006 to 2050 and $18.4 billion under the
Cyclical scenario during the same time period.

Residential

The C&W Study notes that Manhattan has experienced strong residential construction,
characterized by rising market rents and sales prices and increasing numbers of permits. According to the
C&W Study, observed housing demand appears to exceed household growth and may be influenced by
other factors.

While the underlying assumptions for new household formation in Manhattan provided by
Economy.com were used as the primary demand driver in the C&W Study to forecast new housing
demand for Manhattan, a replacement factor to account for housing stock removed from inventory and
other demand not derived from household formation, was also incorporated in the C&W Study. The
forecast share of Manhattan housing demand for the Project Area was estimated based on the recent share
of new housing in the Project Area and adjacent west side neighborhoods as well as the assumed
infrastructure improvements. New residential construction, however, is not as heavily reliant on easy
mass transit access as office buildings and thus if the Subway Extension is delayed, the C&W Study
concludes that it would not likely hinder the forecast completions of residential developments.

During the period between 2006 and 2036, 15.6 msf of construction completions or 15,972 units,
is projected in the Base scenario, and 13.4 msf of construction completions or 13,765 units, is projected in
the Cyclical scenario. This development is expected to substantially absorb all the residential
development capacity permissible under the Zoning Resolution. Revenues from residential development
are projected to be $14.4 billion under the Base scenario during the period from 2006 to 2050 and
$12.7 billion under the Cyclical scenario over the same time period.
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Hotels

The mixed-use development within the Project Area is projected in the C&W Study to generate
three primary sources of hotel room demand: the expansion of the Javits Convention Center, business
visitors to the new offices built in the Project Area and leisure and business “inflow” visitors from other
areas in Manhattan into the Project Area.

In both forecasts, the hotel construction schedule is dictated by cumulative room night demand
projected in the C&W Study. Under the Base scenario, 2.3 msf is projected, and under the Cyclical
scenario, 2.1 msf is projected. Revenues from hotel development are projected to be $959 million under
the Base scenario during the period from 2006 to 2050 and $851 million under the Cyclical scenario over
the same time period. (These Revenue projections exclude the 1,000-room hotel expected to be built in
connection with the expansion of the Javits Convention Center.)

Retail Space

The demand for retail space in the Project Area is generated from the new office employees,
residents, visitors to the Javits Convention Center and other “inflow” visitors and residents to the Project
Area from other areas in Manhattan.

The cumulative demand is projected to result in 1.4 msf and 1.3 msf of construction completions
in the Base and Cyclical scenarios respectively. Revenues from retail development are projected to be
$1.1 billion under the Base scenario during the period from 2006 to 2050 and $1.0 billion under the
Cyclical scenario over the same time period.

Aggregate Annual Revenues

Aggregate Annual Revenues (other than Interest Support Payments) from all sources as analyzed
in the C&W Study are shown in the following table for each Fiscal Year of the Corporation:

Year Base Scenario Cyclical Scenario
2007 $ 13,237,443 $ 13,237,511
2008 10,191,886 10,232,833
2009 92,040,670 55,884,201
2010 98,304,950 54,915,847
2011 106,086,304 61,094,613
2012 125,767,091 84,285,557
2013 153,091,645 104,475,530
2014 216,363,530 174,495,831
2015 244,448,420 206,445,413
2016 270,073,085 221,575,298
2017 267,361,577 267,303,320
2018 253,138,000 310,173,317
2019 271,135,717 267,010,774
2020 311,913,853 269,840,920
2021 345,638,026 258,078,066
2022 376,144,814 287,170,543
2023 411,397,507 338,070,549
2024 463,571,134 435,934,482
2025 518,974,636 471,611,712
2026 576,254,790 503,213,224
2027 635,999,202 552,647,194
2028 704,335,691 637,437,801
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Year Base Scenario Cyclical Scenario
2029 741,525,183 655,165,886
2030 799,716,482 718,880,816
2031 876,794,689 740,919,049
2032 960,924,550 811,045,969
2033 1,027,751,332 889,076,013
2034 1,102,076,437 956,852,473
2035 1,171,663,306 1,049,906,152
2036 1,237,193,824 1,109,984,841
2037 1,302,115,564 1,165,326,669
2038 1,357,824,210 1,211,293,330
2039 1,421,403,225 1,264,811,017
2040 1,486,375,705 1,320,675,986
2041 1,554,488,770 1,378,912,990
2042 1,625,037,871 1,444,027,161
2043 1,698,314,681 1,510,893,660
2044 1,771,958,930 1,583,548,123
2045 1,847,425,339 1,656,673,987
2046 1,924,300,196 1,731,547,621
2047 2,003,716,878 1,803,628,878
2048 2,082,549,615 1,875,752,804
2049 2,164,216,495 1,947,787,062
2050 2,245,734,213 2,023,114,899
Total $  38,868,577,466 $  34,434,959,925

C&W Study Assumptions and Limitations

The conclusions of the C&W Study are premised on numerous assumptions and limitations
described throughout the C&W Study which is attached hereto as Appendix F. In the event that
assumptions upon which the C&W Study are premised prove to be incorrect, the Corporation may not
receive the Revenues in the amounts or at the times expected. Additional risks exist which may cause the
Revenues not to be realized in the amounts or at the times projected. See “SECTION II: RISK
FACTORS.”

SECTION VII: ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds are as follows:

Sources of Funds

Principal Amount of Series 2007 A Bonds ........cccoceveeviiieniiieneene. $ 2,000,000,000
Original Issue Premitme.........cccooeoivieinieininineniiincescnceeeeeeeee e 102,840,000
TOtAl SOUICES.....cviiievieceieectee ettt $ 2,102,840,000
Uses of Funds
Deposit to Subway Extension Subaccount............cceeeeveneenieneenieneenne. $ 1,425,325,000
Deposit to the Public Amenities Subaccount .............ceeveveviieienieennenne. 430,194,447
Deposit to the TDRs Purchase Subaccount............coeceevvevieeieniveienennee. 200,000,000
Deposit to Costs of Issuance Account (including bond insurance
J 01053 10110111 USSP 15,956,006
Deposit to HYDC EXpense ACCOUNt ........ccceerveeeeresienieeienieeee e 17,000,000
Underwriters’ DISCOUNL........c.cooviievuieereeeteeeeree e eeeeeereeeereeereeeve v e 14,364,547
TOtAl USES....vviiiecieieeeteie ettt ettt eaae e e eaaee e $ 2,102,840,000
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SECTION VIII: SUMMARY OF BOND STRUCTURING ASSUMPTIONS
AND AMORTIZATION

Introduction

The following discussion describes the methodology and assumptions used to estimate the principal
repayment characteristics, including post-conversion Sinking Fund Installments and average lives for the
Series 2007A Bonds. In addition, sensitivity analyses are provided which evaluate the impact of different
revenue generation scenarios on such principal repayment characteristics including Sinking Fund
Installments established after Conversion.

Bond Structuring Methodology

The Series 2007A Bonds are being issued as Term Bonds, but no Sinking Fund Installments will be
scheduled when such Bonds are issued. Prior to the Conversion Date, the Corporation is not obligated to
make Sinking Fund Installments on the Series 2007A Bonds nor is the Corporation permitted to issue any
Bonds which mature prior to the maturity of the Series 2007A Bonds.

The following schedules set forth, for each 12-month period ending June 30 of the years shown, the
amounts required to be paid by the Corporation for the payment of interest and principal on the Series
2007A Bonds and additional Senior Bonds and Subordinate Bond interest and principal payable on their
respective payment dates of each such period assuming the following:

® Revenues are received in the amounts set forth in the Base or Cyclical Scenarios analyzed in the
C&W Study;

® Corporation operating expenses are $1 million in the first Fiscal Year and grow by 3% each
Fiscal Year thereafter;

® [nvestment income on the Construction Fund assumes interest earnings of 4.4%;
® [nvestment income on the Debt Service Fund assumes interest earnings of 2.0%;

® Funds Available for Debt Service are aggregate Revenues (other than Interest Support Payments)
plus investment income less the Corporation’s operating expenses;

® Prior to Conversion, Funds Available for Debt Service also include prefunded interest from the
prior Fiscal Year Revenues but exclude amounts applied to prefund interest for the subsequent
Fiscal Year;

® Prior to Conversion, Net Revenues are first used to pay interest on the Bonds. Once current
interest expenses are met, the Corporation prefunds the interest required for the next Fiscal Year.
Once interest expenses for the next Fiscal Year are funded and beginning on the first optional
redemption date for the Outstanding Bonds, excess Net Revenues are used to pay down principal
through mandatory redemption;

® [nterest Support Payments are made in each Fiscal Year that Revenues are insufficient to pay
current interest expenses;
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® Additional Senior Bonds in the amount of $1.5 billion are issued on January 1, 2011, at an
assumed interest rate of 7.0% and mature on February 15, 2047; and

® Interest of $30 million is paid annually on Subordinate Bonds, but no principal payments are
made on Subordinate Bonds.

The schedules provided below show projected available funds and debt service on the Bonds
based on the assumed receipt of (i) the amount of Revenues projected under the Base and Cyclical
scenarios, (i1) 80% of Cyclical scenario Revenues, (iii) 60% of Cyclical scenario Revenues, (iv) 60% of
Cyclical scenario Revenues and a five year delay in revenue receipt and (v) 40% of Cyclical scenario
Revenues. C&W takes no responsibility for the calculations in this section.

[Remainder of Page Intentionally Left Blank]
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Base Scenario Revenues: Projected Available Funds and Principal Retirement

12-Month Current
Period Funds Interest Principal of Interest on Debt Service Aggregate Aggregate
Ending Available for Support Series Series on Series Aggregate Current Debt Surplus
June 30, Debt Service ($) Payment ($) 2007A(S) 2007A(S) 2007A(8) Principal($) Interest($) Service($) Fund($)
2008 104,701,534 7,423,466 - 112,125,000 112,125,000 - 112,125,000 112,125,000 -
2009 97,500,000 - - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2010 97,500,000 - - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2011 110,333,333 - - 97,500,000 97,500,000 - 110,333,333 110,333,333 -
2012 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2013 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2014 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2015 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2016 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2017 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2018 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2019 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2020 296,795,089 - 36,735,000 97,500,000 134,235,000 64,295,000 232,500,000 296,795,000 -
2021 352,495,550 - 70,700,000 95,709,175 166,409,175 123,715,000 228,779,975 352,494,975 -
2022 386,320,697 - 94,115,000 92,262,550 186,377,550 164,695,000 221,622,300 386,317,300 -
2023 423,757,343 - 120,945,000 87,674,450 208,619,450 211,660,000 212,093,600 423,753,600 -
2024 676,721,109 - 38,335,000 81,778,375 120,113,375 59,960,000 199,847,475 259,807,475 418,450,026
2025 515,843,052 - 40,195,000 79,911,925 120,106,925 63,335,000 196,467,275 259,802,275 257,469,928
2026 573,181,345 - 42,160,000 77,954,725 120,114,725 66,920,000 192,890,275 259,810,275 314,691,009
2027 632,988,428 - 44,205,000 75,901,650 120,106,650 70,700,000 189,104,000 259,804,000 374,389,091
2028 701,319,004 - 46,355,000 73,748,800 120,103,800 74,700,000 185,096,500 259,796,500 442,678,896
2029 737,655,373 - 48,620,000 71,491,025 120,111,025 78,950,000 180,854,575 259,804,575 479,804,505
2030 796,523,040 - 50,985,000 69,122,700 120,107,700 83,440,000 176,363,150 259,803,150 537,939,745
2031 873,601,224 - 53,465,000 66,638,950 120,103,950 88,190,000 171,607,550 259,797,550 614,964,345
2032 957,739,045 - 56,075,000 64,034,150 120,109,150 93,235,000 166,572,000 259,807,000 699,023,772
2033 1,024,567,581 - 58,810,000 61,301,925 120,111,925 98,570,000 161,238,575 259,808,575 765,786,166
2034 1,098,234,395 - 61,670,000 58,436,175 120,106,175 104,210,000 155,589,625 259,799,625 840,055,523
2035 1,168,379,912 - 64,680,000 55,430,775 120,110,775 110,200,000 149,606,425 259,806,425 909,568,953
2036 1,233,932,464 - 67,835,000 52,278,400 120,113,400 116,540,000 143,267,650 259,807,650 975,029,609
2037 1,298,882,210 - 71,140,000 48,971,950 120,111,950 123,255,000 136,551,850 259,806,850 1,039,881,451
2038 1,354,613,800 - 74,605,000 45,504,100 120,109,100 130,370,000 129,435,950 259,805,950 1,095,518,180
2039 1,418,224,943 - 78,245,000 41,867,000 120,112,000 137,910,000 121,895,300 259,805,300 1,159,022,842
2040 1,483,228,590 - 82,060,000 38,052,100 120,112,100 145,905,000 113,903,850 259,808,850 1,223,914,520
2041 1,551,375,016 - 86,060,000 34,050,825 120,110,825 154,375,000 105,433,425 259,808,425 1,291,948,440
2042 1,621,963,712 - 90,250,000 29,854,125 120,104,125 163,345,000 96,454,675 259,799,675 1,362,424,334
2043 1,695,279,401 - 94,655,000 25,452,700 120,107,700 172,865,000 86,936,600 259,801,600 1,435,614,803
2044 1,769,370,373 - 99,270,000 20,836,025 120,106,025 182,955,000 76,845,225 259,800,225 1,509,173,478
2045 1,844,621,990 - 104,115,000 15,993,825 120,108,825 193,660,000 66,145,075 259,805,075 1,584,545,481
2046 1,921,272,430 - 109,195,000 10,914,850 120,109,850 205,005,000 54,797,950 259,802,950 1,661,330,219
2047 2,000,454,840 - 114,520,000 5,587,575 120,107,575 217,040,000 42,763,975 259,803,975 1,740,650,865

32,589,376,825 7,423,466 2,000,000,000 2,762,885,825 4,762,885,825 3,500,000,000 6,382,123,158 9,882,123,158  22,733,876,181

This scenario assumes Base scenario Revenues. Subordinate Bonds are assumed to be issued in 2014
with no principal payments prior to 2047. Conversion is achieved in 2023 and the average life of the
Series 2007A Bonds is 28.33 years.
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Cyclical Scenario Revenues: Projected Available Funds and Principal Retirement

12-Month Funds Current
Period Available for Interest Principal of Interest on Debt Service Aggregate
Ending Debt Support Series Series on Series Aggregate Current Aggregate Debt Surplus
June 30, Service($) Payment($) 2007A(S) 2007A(S) 2007A(S) Principal($) Interest($) Service($) Fund($)
2008 104,742,550 7,382,450 - 112,125,000 112,125,000 - 112,125,000 112,125,000 -
2009 97,500,000 - - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2010 91,001,140 6,498,860 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2011 77,836,235 32,497,098 - 97,500,000 97,500,000 - 110,333,333 110,333,333 -
2012 129,785,024 72,714,976 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2013 130,717,827 71,782,173 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2014 188,028,167 14,471,833 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2015 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2016 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2017 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2018 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2019 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2020 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2021 236,664,004 - 2,380,000 97,500,000 99,880,000 4,160,000 232,500,000 236,660,000 -
2022 290,507,204 - 33,285,000 97,383,975 130,668,975 58,245,000 232,259,375 290,504,375 -
2023 344,483,709 - 66,055,000 95,761,325 161,816,325 115,590,000 228,889,525 344,479,525 -
2024 443,890,429 - 126,680,000 92,541,150 219,221,150 221,685,000 222,201,900 443,886,900 1,664,334
2025 485,850,890 - 157,985,000 86,365,500 244,350,500 276,470,000 209,375,900 485,845,900 1,336,946
2026 713,697,505 - 42,540,000 78,663,725 121,203,725 67,235,000 193,380,175 260,615,175 454,412,951
2027 549,624,453 - 44,610,000 76,592,275 121,202,275 71,035,000 189,580,075 260,615,075 290,226,008
2028 634,409,385 - 46,785,000 74,419,825 121,204,825 75,060,000 185,557,875 260,617,875 374,959,631
2029 651,276,593 - 49,065,000 72,141,250 121,206,250 79,320,000 181,300,050 260,620,050 392,629,732
2030 715,674,265 - 51,450,000 69,751,400 121,201,400 83,820,000 176,792,350 260,612,350 456,294,880
2031 737,712,807 - 53,965,000 67,245,150 121,210,150 88,600,000 172,020,200 260,620,200 478,266,055
2032 807,847,972 - 56,595,000 64,616,150 121,211,150 93,655,000 166,966,750 260,621,750 548,330,441
2033 885,888,064 - 59,345,000 61,858,750 121,203,750 99,000,000 161,615,150 260,615,150 626,304,272
2034 952,988,447 - 62,240,000 58,967,100 121,207,100 104,670,000 155,947,650 260,617,650 694,013,534
2035 1,046,614,304 - 65,275,000 55,934,125 121,209,125 110,675,000 149,944,575 260,619,575 786,998,649
2036 1,106,716,336 - 68,455,000 52,752,950 121,207,950 117,035,000 143,585,400 260,620,400 847,007,876
2037 1,162,083,460 - 71,790,000 49,416,475 121,206,475 123,770,000 136,848,325 260,618,325 902,281,082
2038 1,208,077,454 - 75,285,000 45,917,150 121,202,150 130,905,000 129,710,400 260,615,400 948,177,850
2039 1,261,624,615 - 78,960,000 42,247,125 121,207,125 138,475,000 122,146,975 260,621,975 1,001,613,960
2040 1,317,525,208 - 82,810,000 38,397,600 121,207,600 146,490,000 114,131,400 260,621,400 1,057,402,251
2041 1,375,796,958 - 86,845,000 34,360,000 121,205,000 154,980,000 105,636,200 260,616,200 1,115,564,885
2042 1,440,948,194 - 91,080,000 30,125,275 121,205,275 163,985,000 96,632,025 260,617,025 1,180,596,273
2043 1,507,858,027 - 95,520,000 25,683,625 121,203,625 173,530,000 87,087,025 260,617,025 1,247,378,357
2044 1,580,964,333 - 100,175,000 21,025,050 121,200,050 183,645,000 76,967,750 260,612,750 1,319,950,146
2045 1,653,873,841 - 105,065,000 16,139,000 121,204,000 194,380,000 66,238,800 260,618,800 1,392,980,403
2046 1,728,520,443 - 110,195,000 11,013,975 121,208,975 205,765,000 54,861,725 260,626,725 1,467,753,869
2047 1,800,366,841 - 115,565,000 5,638,225 121,203,225 217,820,000 42,796,075 260,616,075 1,539,750,766

28,796,096,685 205,347,391  2,000,000,000 2,804,583,150 4,804,583,150  3,500,000,000 6,394,931,983  9,894,931,983 19,125,895,152

This scenario assumes Cyclical scenario Revenues. Subordinate Bonds are assumed to be issued in 2016
with no principal payments prior to 2047. Conversion is achieved in 2025 and the average life of the
Series 2007A Bonds is 28.76 years.
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80% of Cyclical Scenario Revenues: Projected Available Funds and Principal Retirement

12-Month Funds Current
Period Available for Interest Principal of Interest on Debt Service Aggregate
Ending Debt Support Series Series on Series Aggregate Current Aggregate Surplus
June 30, Service($) Payment($) 2007A(8) 2007A(8) 2007A(8) Principal($) Interest($) Debt Service($) Fund($)
2008 101,464,331 10,660,669 - 112,125,000 112,125,000 - 112,125,000 112,125,000 -
2009 92,941,486 4,558,514 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2010 73,267,279 24,232,721 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2011 65,617,313 44,716,021 - 97,500,000 97,500,000 - 110,333,333 110,333,333 -
2012 112,927,912 89,572,088 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2013 109,822,721 92,677,279 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2014 153,129,001 49,370,999 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2015 165,465,039 37,034,961 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2016 175,955,466 26,544,534 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2017 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2018 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2019 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2020 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2021 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2022 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2023 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 -
2024 264,030,002 - 18,015,000 97,500,000 115,515,000 31,530,000 232,500,000 264,030,000 1,858,419
2025 380,400,496 - 85,555,000 96,621,775 182,176,775 149,720,000 230,675,725 380,395,725 1,665,489
2026 412,696,746 - 108,965,000 92,450,975 201,415,975 190,680,000 222,013,375 412,693,375 1,404,334
2027 454,735,142 - 139,285,000 87,138,925 226,423,925 243,750,000 210,981,275 454,731,275 1,056,108
2028 525,669,089 - 187,880,000 80,348,775 268,228,775 328,790,000 196,878,575 525,668,575 747,564
2029 721,082,847 - 48,420,000 71,189,625 119,609,625 77,720,000 177,855,725 255,575,725 467,457,541
2030 571,910,333 - 50,785,000 68,831,425 119,616,425 82,135,000 173,446,525 255,581,525 317,549,541
2031 589,547,757 - 53,255,000 66,357,800 119,612,800 86,800,000 168,778,400 255,578,400 335,124,045
2032 645,649,954 - 55,850,000 63,763,625 119,613,625 91,745,000 163,836,075 255,581,075 391,161,922
2033 708,082,544 - 58,570,000 61,042,800 119,612,800 96,975,000 158,602,600 255,577,600 453,526,619
2034 761,638,155 - 61,425,000 58,189,200 119,614,200 102,520,000 153,060,650 255,580,650 507,680,039
2035 836,646,569 - 64,420,000 55,196,225 119,616,225 108,395,000 147,191,025 255,586,025 582,050,969
2036 884,728,214 - 67,560,000 52,057,025 119,617,025 114,610,000 140,973,575 255,583,575 630,047,733
2037 929,029,385 - 70,850,000 48,764,500 119,614,500 121,195,000 134,387,550 255,582,550 674,251,523
2038 965,825,416 - 74,305,000 45,311,325 119,616,325 128,175,000 127,410,225 255,585,225 710,949,359
2039 1,008,671,348 - 77,920,000 41,689,400 119,609,400 135,560,000 120,017,400 255,577,400 753,696,331
2040 1,053,394,188 - 81,725,000 37,890,925 119,615,925 143,400,000 112,184,125 255,584,125 798,304,329
2041 1,100,016,809 - 85,710,000 33,906,600 119,616,600 151,700,000 103,882,550 255,582,550 844,815,937
2042 1,152,147,416 - 89,885,000 29,727,625 119,612,625 160,495,000 95,084,275 255,579,275 896,828,591
2043 1,205,683,088 - 94,270,000 25,344,675 119,614,675 169,825,000 85,758,625 255,583,625 950,233,025
2044 1,264,248,792 - 98,870,000 20,747,500 119,617,500 179,710,000 75,872,600 255,582,600 1,008,270,672
2045 1,322,535,072 - 103,695,000 15,925,550 119,620,550 190,195,000 65,391,850 255,586,850 1,066,677,556
2046 1,382,209,920 - 108,745,000 10,867,825 119,612,825 201,300,000 54,279,125 255,579,125 1,126,491,945
2047 1,439,641,065 - 114,040,000 5,563,300 119,603,300 213,075,000 42,495,750 255,570,750 1,184,070,315

23,078,310,892 379,367,788  2,000,000,000 2,841,052,400 4,841,052,400  3,500,000,000 6,271,015,933 9,771,015,933 13,705,919,904

This scenario assumes 80% of Cyclical scenario Revenues. Subordinate Bonds are assumed to be issued
in 2022 with no principal payments prior to 2047. Conversion is achieved in 2028 and the average life of
the Series 2007A Bonds is 29.14 years.
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60% of Cyclical Scenario Revenues: Projected Available Funds and Principal Retirement

12-
Month Current
Period Funds Interest Principal of Interest on Debt Service Aggregate Aggregate
Ending Available for Support Series Series on Series Aggregate Current Debt Surplus
June 30, Debt Service($) Payment($) 2007A($) 2007A($) 2007A($) Principal($) Interest($) Service($) Fund($)

2008 98,186,112 13,938,888 - 112,125,000 112,125,000 - 112,125,000 112,125,000 -
2009 81,764,645 15,735,355 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2010 62,284,109 35,215,891 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2011 53,398,390 56,934,943 - 97,500,000 97,500,000 - 110,333,333 110,333,333 -
2012 96,070,801 106,429,199 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2013 88,927,615 113,572,385 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2014 118,229,835 84,270,165 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2015 124,175,956 78,324,044 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2016 131,640,406 70,859,594 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2017 159,038,076 43,461,924 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2018 184,719,756 17,780,244 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2019 158,780,703 43,719,297 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2020 160,436,018 42,063,982 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2021 153,334,250 49,165,750 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2022 170,744,358 31,755,642 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2023 201,237,623 1,262,377 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2024 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 1,875,000
2025 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 1,837,500
2026 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 1,800,000
2027 238,642,485 - 3,510,000 97,500,000 101,010,000 6,140,000 232,500,000 238,640,000 1,752,727
2028 384,178,626 - 86,875,000 97,328,875 184,203,875 152,030,000 232,144,775 384,174,775 1,435,321
2029 402,239,873 - 102,220,000 93,093,725 195,313,725 178,890,000 223,348,775 402,238,775 2,387,399
2030 442,897,929 - 131,365,000 88,110,500 219,475,500 229,895,000 212,998,650 442,893,650 1,279,452
2031 459,014,968 - 148,180,000 81,706,450 229,886,450 259,315,000 199,697,500 459,012,500 1,071,537
2032 686,953,588 - 65,250,000 74,482,675 139,732,675 106,340,000 184,694,275 291,034,275 397,193,446
2033 530,094,097 - 68,430,000 71,304,225 139,734,225 112,395,000 178,639,525 291,034,525 240,254,492
2034 569,989,582 - 71,760,000 67,970,575 139,730,575 118,800,000 172,228,325 291,028,325 280,861,870
2035 626,495,525 - 75,260,000 64,474,375 139,734,375 125,595,000 165,439,325 291,034,325 336,621,438
2036 662,579,154 - 78,925,000 60,807,300 139,732,300 132,785,000 158,248,800 291,033,800 372,600,539
2037 695,822,984 - 82,765,000 56,961,300 139,726,300 140,395,000 150,632,600 291,027,600 405,741,139
2038 723,448,136 - 86,805,000 52,927,800 139,732,800 148,470,000 142,565,000 291,035,000 433,240,918
2039 755,607,294 - 91,035,000 48,697,025 139,732,025 157,015,000 134,017,675 291,032,675 465,278,853
2040 789,174,281 - 95,470,000 44,259,675 139,729,675 166,065,000 124,961,725 291,026,725 498,726,532
2041 824,171,100 - 100,125,000 39,605,725 139,730,725 175,665,000 115,366,125 291,031,125 533,584,764
2042 863,297,856 - 105,010,000 34,724,400 139,734,400 185,835,000 105,197,000 291,032,000 572,570,434
2043 903,479,675 - 110,120,000 29,604,450 139,724,450 196,605,000 94,419,300 291,024,300 612,613,618
2044 947,606,714 - 115,495,000 24,234,875 139,729,875 208,035,000 82,995,775 291,030,775 656,112,872
2045 991,245,449 - 121,130,000 18,602,675 139,732,675 220,145,000 70,885,775 291,030,775 699,898,834
2046 1,035,924,071 - 127,040,000 12,695,150 139,735,150 232,990,000 58,047,200 291,037,200 744,724,346
2047 1,078,915,289 - 133,230,000 6,498,825 139,728,825 246,595,000 44,434,375 291,029,375 787,885,914

17,352,247,329 804,489,680  2,000,000,000 3,032,715,600 5,032,715,600  3,500,000,000 6,628,420,833 10,128,420,833 8,051,348,945

This scenario assumes 60% of Cyclical scenario Revenues. Subordinate Bonds are assumed to be issued
in 2023 with no principal payments prior to 2047. Conversion is achieved in 2031 and the average life of
the Series 2007A Bonds is 31.10 years.
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60% of Cyclical Scenario Revenues with a 5 Year Delay in Revenue
Receipt: Projected Available Funds and Principal Retirement

12-
Month Current
Period Funds Interest Principal of Interest on Debt Service Aggregate Aggregate
Ending Available for Support Series Series on Series Aggregate Current Debt Surplus
June 30, Debt Service(§) Payment($) 2007A(S) 2007A(S) 2007A(S) Principal($) Interest($) Service($) Fund($)

2008 88,351,456 23,773,544 - 112,125,000 112,125,000 - 112,125,000 112,125,000 -
2009 48,234,124 49,265,876 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2010 29,334,601 68,165,399 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2011 16,741,623 93,591,711 - 97,500,000 97,500,000 - 110,333,333 110,333,333 -
2012 49,121,973 153,378,027 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2013 32,381,996 170,118,004 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2014 47,062,857 155,437,143 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2015 33,258,217 169,241,783 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2016 35,351,994 167,148,006 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2017 49,227,418 153,272,582 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2018 61,301,084 141,198,916 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2019 103,271,738 99,228,262 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2020 122,398,714 80,101,286 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2021 131,432,589 71,067,411 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2022 158,824,025 43,675,975 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2023 184,499,284 18,000,716 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2024 156,678,617 45,821,383 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,875,000
2025 158,364,619 44,135,381 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,837,500
2026 151,293,333 51,206,667 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,800,000
2027 168,733,714 33,766,286 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,762,500
2028 199,219,535 3,280,465 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,762,500
2029 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 2,962,500
2030 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 2,044,500
2031 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 2,044,500
2032 235,603,557 - 1,775,000 97,500,000 99,275,000 3,100,000 232,500,000 235,600,000 2,039,893
2033 383,471,314 - 86,375,000 97,413,475 183,788,475 151,150,000 232,320,725 383,470,725 1,668,196
2034 401,670,972 - 101,765,000 93,202,700 194,967,700 178,095,000 223,575,700 401,670,700 2,599,571
2035 442,362,147 - 130,910,000 88,241,650 219,151,650 229,090,000 213,271,550 442,361,550 1,454,948
2036 458,493,600 - 147,700,000 81,859,775 229,559,775 258,475,000 200,017,075 458,492,075 1,223,292
2037 502,269,745 - 181,265,000 74,659,400 255,924,400 317,205,000 185,062,450 502,267,450 889,361
2038 718,680,809 - 107,980,000 65,822,725 173,802,725 181,275,000 166,709,975 347,984,975 371,726,547
2039 570,653,272 - 113,240,000 60,561,075 173,801,075 191,665,000 156,317,675 347,982,675 223,553,726
2040 626,569,259 - 118,760,000 55,042,600 173,802,600 202,675,000 145,309,450 347,984,450 279,306,906
2041 662,705,512 - 124,550,000 49,254,600 173,804,600 214,340,000 133,647,400 347,987,400 315,271,600
2042 696,000,964 - 130,625,000 43,183,825 173,808,825 226,700,000 121,291,325 347,991,325 348,390,814
2043 723,679,813 - 136,980,000 36,816,375 173,796,375 239,780,000 108,198,625 347,978,625 375,899,095
2044 756,479,667 - 143,665,000 30,138,525 173,803,525 253,660,000 94,324,775 347,984,775 407,916,609
2045 789,725,692 - 150,675,000 23,134,150 173,809,150 268,370,000 79,620,750 347,990,750 441,340,058
2046 824,383,925 - 158,015,000 15,787,325 173,802,325 283,950,000 64,035,275 347,985,275 476,195,492
2047 863,154,259 - 165,720,000 8,081,900 173,801,900 300,470,000 47,514,400 347,984,400 515,169,859

12,378,488,017 1,834,874,823  2,000,000,000 3,275,325,100 5,275,325,100  3,500,000,000 6,961,175,483 10,461,175,483  3,780,734,967

This scenario assumes 60% of Cyclical scenario Revenues and a five year delay in Revenue receipt.
Subordinate Bonds are assumed to be issued in 2028 with no principal payments prior to 2047.
Conversion is achieved in 2037 and the average life of the Series 2007A Bonds is 33.59 years.
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40% of Cyclical Scenario Revenues: Projected Available Funds and Principal Retirement

12-
Month Funds Current
Period Available for Interest Principal of Interest on Debt Service Aggregate
Ending Debt Support Series Series on Series Aggregate Current Aggregate Surplus
June 30, Service($) Payment($) 2007A($) 2007A($) 2007A($) Principal($) Interest($)  Debt Service($) Fund($)
2008 94,907,893 17,217,107 - 112,125,000 112,125,000 - 112,125,000 112,125,000 -
2009 70,587,805 26,912,195 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2010 51,300,940 46,199,060 - 97,500,000 97,500,000 - 97,500,000 97,500,000 -
2011 41,179,468 69,153,866 - 97,500,000 97,500,000 - 110,333,333 110,333,333 -
2012 79,213,690 123,286,310 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2013 68,032,509 134,467,491 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2014 83,330,668 119,169,332 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2015 82,886,873 119,613,127 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2016 87,325,346 115,174,654 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2017 105,577,412 96,922,588 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2018 122,685,093 79,814,907 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2019 105,378,549 97,121,451 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2020 106,467,834 96,032,166 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2021 101,718,637 100,781,363 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2022 113,310,250 89,189,750 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2023 133,623,513 68,876,487 - 97,500,000 97,500,000 - 202,500,000 202,500,000 -
2024 170,845,945 31,654,055 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,875,000
2025 185,104,752 17,395,248 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,837,500
2026 197,731,784 4,768,216 - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,800,000
2027 202,500,000 - - 97,500,000 97,500,000 - 202,500,000 202,500,000 1,762,500
2028 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 1,762,500
2029 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 2,962,500
2030 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 2,044,500
2031 232,500,000 - - 97,500,000 97,500,000 - 232,500,000 232,500,000 2,044,500
2032 265,097,709 - 18,625,000 97,500,000 116,125,000 32,595,000 232,500,000 265,095,000 1,967,433
2033 358,306,129 - 72,965,000 96,592,025 169,557,025 127,690,000 230,614,125 358,304,125 1,708,273
2034 389,894,899 - 95,235,000 93,034,975 188,269,975 166,665,000 223,226,325 389,891,325 2,630,462
2035 430,290,845 - 123,835,000 88,392,275 212,227,275 216,705,000 213,583,525 430,288,525 1,496,909
2036 457,208,159 - 146,380,000 82,355,325 228,735,325 256,160,000 201,045,675 457,205,675 1,243,537
2037 481,589,156 - 168,780,000 75,219,300 243,999,300 295,360,000 186,225,050 481,585,050 962,378
2038 670,917,358 - 109,895,000 66,991,275 176,886,275 184,490,000 169,136,425 353,626,425 318,344,484
2039 502,452,613 - 115,250,000 61,636,300 176,886,300 195,065,000 158,559,800 353,624,800 149,724,524
2040 524,885,637 - 120,870,000 56,019,875 176,889,875 206,275,000 147,356,325 353,631,325 171,986,734
2041 548,268,725 - 126,760,000 50,129,025 176,889,025 218,145,000 135,487,125 353,632,125 195,201,166
2042 574,407,171 - 132,940,000 43,950,550 176,890,550 230,720,000 122,911,700 353,631,700 221,165,302
2043 601,259,110 - 139,415,000 37,470,250 176,885,250 244,040,000 109,586,800 353,626,300 247,832,386
2044 631,023,622 - 146,220,000 30,673,700 176,893,700 258,165,000 95,466,500 353,631,500 276,802,523
2045 659,997,230 - 153,345,000 23,544,750 176,889,750 273,130,000 80,501,400 353,631,400 305,963,411
2046 689,657,960 - 160,825,000 16,067,725 176,892,725 288,995,000 64,639,425 353,634,425 335,817,597
2047 718,189,514 - 168,660,000 8,225,275 176,885,275 305,800,000 47,825,075 353,625,075 364,564,439

11,637,154,797  1,453,749,374 2,000,000,000 3,282,427,625 5,282,427,625  3,500,000,000 7,006,123,608 10,506,123,608  2,613,500,556

This scenario assumes 40% of Cyclical scenario Revenues. Subordinate Bonds are assumed to be issued
in 2027 with no principal payments prior to 2047. Conversion is achieved in 2037 and the average life of
the Series 2007A Bonds is 33.67 years.

Effect of Changes in Revenue Generation Scenarios

Weighted Average Lives. The table below has been prepared to show the effect of changes in the
Revenue generation scenarios on weighted average lives. The tables are based on the assumption set
forth under “Bond Structuring Methodology” and assumptions for each principal retirement schedule
shown above, including the Base scenario Revenues, Cyclical scenario Revenues, 80% of Cyclical
scenario Revenues, 60% of Cyclical scenario Revenues, 60% of Cyclical Revenues with a five year delay
in Revenue receipt and 40% of Cyclical scenario Revenues. In each scenario, Revenues do not include
Interest Support Payments. In each scenario, if actual Revenue generation in the Project Area is as
forecast and assumed, and events occur as assumed, the weighted average lives (in years) of the Series
2007A Bonds will be as set forth in the table. The table presented below is for illustrative purposes only.
Actual Revenue generation in the Project Area cannot be definitively forecast. To the degree actual
Revenue generation varies from the alternative scenarios presented below, the weighted average lives for
the Series 2007A Bonds will be either shorter or longer than projected below.
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Scenario Average Life Conversion
Base Revenues 28.33 2023
Cyclical Revenues 28.76 2025
80% of Cyclical Revenues 29.14 2028
60% of Cyclical Revenues 31.10 2031
60% of Cyclical Revenues and 5 year delay 33.59 2037
40% of Cyclical Scenario Revenues 33.67 2037

SECTION IX: THE BONDS
General

The Series 2007A Bonds will be issued as Senior Bonds, dated their date of delivery and will bear
interest as described on the cover of this Official Statement. The Series 2007A Bonds are subject to
optional and mandatory redemption prior to maturity as described under “Redemption of Bonds.”

Principal of, redemption premium, if any, and interest on, the Series 2007A Bonds will be
payable in lawful money of the United States of America. The Series 2007A Bonds will be issued only as
fully registered bonds without coupons in denominations of $5,000 or any integral multiple thereof.
Interest on the Series 2007A Bonds will be computed on the basis of a 360-day year of twelve 30-day
months.

Interest on the Series 2007A Bonds will be payable to the registered owner thereof as shown on
the registration books kept by the Trustee at the close of business on the Record Date which will be the
first day (whether or not a Business Day) of the calendar month during which interest thereon is payable.

The Series 20074 Bonds are being issued as Term Bonds, but no Sinking Fund Installments will
be scheduled when such Bonds are issued. Prior to the Conversion Date, the Corporation is not
obligated to make Sinking Fund Installments on the Series 20074 Bonds nor is the Corporation permitted
to issue any Bonds which mature prior to February 15, 2047, the maturity date of the Series 20074
Bonds.

After the Conversion Date, the Indenture requires that the Corporation establish a schedule of
Sinking Fund Installments for its outstanding Bonds, including the Series 2007A Bonds, as described
below under “Redemption of Bonds—Sinking Fund Installments.” Following establishment of the
Sinking Fund Installment schedule, the Corporation is required to use its Revenues, not including the
Interest Support Payments, after payment of its expenses (but not in excess of the Operating Cap), first to
fund principal due on Senior Bonds before the payment of interest on such Bonds. If, after principal due
on Senior Bonds has been funded, there are not sufficient Revenues remaining to pay all the interest due
on Senior Bonds, the Corporation will have the Interest Support Payments available to it, subject to
annual appropriation by the City to pay the full interest due on the Supported Bonds.

Redemption of Bonds
Optional Redemption

The Series 2007A Bonds are subject to redemption prior to maturity at the election of the
Corporation, in whole or in part in any order at any time, at a redemption price equal to par beginning on
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February 15, 2017, plus accrued interest, if any, to the redemption date. Any Bonds that may be defeased
to maturity will remain subject to optional redemption by the Corporation.

Mandatory Redemption

After the date on which the Series 2007A Bonds are first callable and prior to the Conversion
Date, all Revenues received by the Corporation in a Fiscal Year remaining after funding the Corporation’s
expenses and interest on the Bonds for such Fiscal Year and for the subsequent Fiscal Year must be used
to purchase or redeem Senior Bonds, including the Series 2007A Bonds, callable during the current Fiscal
Year in advance of their maturity pro rata among the Series of Senior Bonds and the maturities within a
Series of Senior Bonds. However, if, during such Fiscal Year, the City has made Interest Support
Payments, then the Corporation must first reimburse the City for such Interest Support Payments prior to
purchasing or redeeming Senior Bonds.

Sinking Fund Installments

The Indenture provides that the Corporation, not later than June 30th of the Fiscal Year during
which the Conversion Date occurs is to establish and file with the Trustee a schedule of principal
amortization through Sinking Fund Installments for all, but not less than all, of the Series 2007A Bonds
and all other then Outstanding Bonds. The Sinking Fund Installments to be established must:

(a) with respect to the Senior Bonds of a Series, provide for pro rata redemption of the Bonds
of such Series and be payable during the Fiscal Year next succeeding the Conversion Date and each
Fiscal Year thereafter, but not later than the Fiscal Year next preceding the date such Senior Bond
matures;

(b) be payable on February 15 of each Fiscal Year, or, if such date is not an interest payment
date for a Variable Interest Rate Bond, on the interest payment date next succeeding such February 15th;

(c) be established so that each Sinking Fund Installment of a Senior Bond is in integral
multiples of $5,000;

(d) be established so that the principal amount of Bonds to be redeemed each year through
such Sinking Fund Installments will be in amounts that produce aggregate Debt Service payable during
each Fiscal Year on all Outstanding Bonds, to and including the Fiscal Year during which such Bonds
mature, that is substantially equal or that declines annually; and

(e) not provide for any Sinking Fund Installment on a Subordinate Bond to be scheduled to
be paid prior to the last date on which any Sinking Fund Installment of a Senior Bond is scheduled to be
paid.

The schedule of Sinking Fund Installments filed with the Trustee must be accompanied by (i) a
certificate of an Authorized Officer of the Corporation to the effect that such Sinking Fund Installments
comply with the requirements of clauses (a), (b), (c) and (d) above and (ii) supporting schedules
establishing compliance.

The Trustee is to give notice in the name of the Corporation of the Sinking Fund Installments so
established by the Corporation, which notice is to specify the Bonds of the Series and maturities for
which Sinking Fund Installments have been established and the Sinking Fund Installments established for
the Bonds of each Series and maturity. The notice will be given by mailing a copy not less than 30 days
nor more than 60 days after such schedule was filed with the Trustee, by first class mail, postage prepaid,
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to the registered owners of the Bonds affected thereby at their last known addresses, if any, appearing on
the registration books not more than ten Business Days prior to the date such notice is given. Upon
giving such notice, the Trustee will certify to the Corporation that it has mailed such notice or caused
such notice to be mailed in the manner required. Such certificate will be conclusive evidence that such
notice was given in the manner required by the Indenture. The failure of any Holder of a Bond to receive
such notice will not affect the validity of the schedule of Sinking Fund Installments established by the
Corporation.

At the option of the Corporation, the principal amount of any Series 2007A Bonds entitled to a
Sinking Fund Installment that have been defeased, purchased or redeemed may be credited against the
Sinking Fund Installments due in any one or more years on such Series 2007A Bonds in any order the
Corporation may determine in its discretion.

Selection of Bonds to be Redeemed

In the event less than all of the Series 2007A Bonds of like maturity, interest rate and yield are to
be redeemed prior to maturity either at the option of the Corporation or through mandatory Sinking Fund
Installments, the Trustee is to select by lot the particular Bonds of such maturity, interest rate and yield to
be redeemed, using such method of selection as it deems proper in its discretion.

Notice of Redemption

The Trustee, not less than 30 days or more than 60 days prior to the redemption date, will give
notice by first-class mail, postage prepaid, to the registered owners of Series 2007A Bonds to be
redeemed, at their last addresses as the same appear on the bond registration books of the Trustee. So
long as Cede & Co., as nominee of DTC, is the registered owner of the Series 2007A Bonds, notice of
redemption is to be sent to DTC. No assurance can be given by the Corporation that DTC and DTC
participants will promptly transmit notices of redemption to Beneficial Owners.

Book-Entry Only System

DTC, as an automated clearinghouse for securities transactions, will act as securities depository
for the Series 2007A Bonds. Purchasers of beneficial ownership interests in the Series 2007A Bonds will
not receive certificates representing their interests in the Series 2007A Bonds purchased. The
Series 2007A Bonds will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee). One fully-registered bond certificate will be issued for each maturity of
the Series 2007A Bonds, each in the aggregate principal amount of such maturity and will be deposited
with DTC. If, however, the aggregate principal amount of any such maturity exceeds $400 million, one
bond certificate will be issued with respect to each $400 million of principal amount of such maturity and
an additional bond certificate will be issued with respect to any remaining principal amount of such
maturity.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds securities that its participants (‘“Participants”) deposit with DTC.
DTC also facilitates the settlement among Participants of securities transactions, such as transfers and
pledges, in deposited securities through electronic computerized book-entry changes in Participants’
accounts, thereby eliminating the need for physical movement of securities certificates. Direct
Participants include securities brokers and dealers, banks, trust companies, clearing corporations and
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certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC, in turn is owned by a number of Direct Participants (“Direct
Participants”) of DTC and Members of the National Securities Clearing Corporation, Government
Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing
Corporation, also subsidiaries of DTCC, as well as by the New York Stock Exchange, Inc., the American
Stock Exchange, LLC and the National Association of Securities Dealers, Inc. Access to the DTC system
is also available to others such as securities brokers and dealers, banks and trust companies that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants™). The Rules applicable to DTC and its Participants are on file with the Securities
and Exchange Commission.

Purchases of the Series 2007A Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 2007A Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Series 2007A Bond (“Beneficial Owner™) is in turn to be
recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings, from
the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interest in the Series 2007A Bonds are to be accomplished by entries made on the
books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive bond
certificates representing their ownership interests in the Series 2007A Bonds, except in the event that use
of the book-entry system for the Series 2007A Bonds is discontinued.

To facilitate subsequent transfers, all Series 2007A Bonds deposited by Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of the Series 2007A
Bonds with DTC and their registration in the name of Cede & Co. effect no change in the beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2007A Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Series 2007A Bonds are
credited, which may or may not be the Beneficial Owners. The Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Series 2007A Bonds within
a maturity are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Series 2007A Bonds.
Under its usual procedures, DTC mails an omnibus proxy to the Corporation as soon as possible after the
record date. The omnibus proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the Series 2007A Bonds, as appropriate, are credited on the record date
(identified in a listing attached to the omnibus proxy).

Principal and interest payments on the Series 2007A Bonds will be made to DTC. DTC’s
practice is to credit Direct Participants’ accounts on a payable date in accordance with their respective
holdings shown on DTC’s records unless DTC has reason to believe that it will not receive payment on a
payable date. Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customers in bearer form or
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registered in “street name,” and will be the responsibility of such Participant and not of DTC, the Trustee
or the Corporation, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of principal and interest to DTC is the responsibility of the Corporation or the Trustee,
disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect
Participants.

The Corporation and the Trustee may treat DTC (or its nominee) as the sole and exclusive
registered owner of the Series 2007A Bonds registered in its name for the purpose of payment of the
principal of or interest on the Series 2007A Bonds, giving any notice permitted or required to be given to
registered owners under the Indenture registering the transfer of the Series 2007A Bonds, or other action
to be taken by registered owners and for all other purposes whatsoever. The Corporation and the Trustee
shall not have any responsibility or obligation to any Participant, any person claiming a beneficial
ownership interest in the Series 2007A Bonds under or through DTC or any Participant, or any other
person which is not shown on the registration books of the Corporation (kept by the Trustee) as being a
registered owner, with respect to: the accuracy of any records maintained by DTC or any Participant; the
payment by DTC or any Participant of any amount in respect of the principal or interest on the
Series 2007A Bonds; any notice which is permitted or required to be given to registered owners
thereunder or under the conditions to transfers or exchanges adopted by the Corporation; or other action
taken by DTC as a registered owner. Interest and principal will be paid by the Trustee to DTC, or its
nominee. Disbursement of such payments to the Participants is the responsibility of DTC and
disbursement of such payments to the Beneficial Owners is the responsibility of the Participants or the
Indirect Participants.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED OWNER OF
ALL OF THE SERIES 2007A BONDS, REFERENCES HEREIN TO THE OWNERS, HOLDERS OR
BONDHOLDERS OF THE SERIES 2007A BONDS (OTHER THAN UNDER “SECTION XI: TAX
EXEMPTION” HEREIN) SHALL MEAN CEDE & CO. AND SHALL NOT MEAN THE
BENEFICIAL OWNERS.

For every transfer and exchange of beneficial ownership of the Series 2007A Bonds, a Beneficial
Owner may be charged a sum sufficient to cover any tax, fee or other governmental charge that may be
imposed in relation thereto.

DTC may discontinue providing its service with respect to the Series 2007A Bonds at any time by
giving notice to the Corporation and discharging its responsibilities with respect thereto under applicable
law, or the Corporation may terminate its participation in the system of book-entry transfer through DTC
at any time by giving notice to DTC. In either event the Corporation may retain another securities
depository for the Series 2007A Bonds as appropriate or may direct the Trustee to deliver bond
certificates in accordance with instructions from DTC or its successor. If the Corporation directs the
Trustee to deliver such bond certificates, such Series 2007A Bonds may thereafter be exchanged for
denominations and of the same maturity as set forth in the Indenture, upon surrender thereof at the
principal corporate trust office of the Trustee, who will then be responsible for maintaining the
registration books of the Corporation. The record date for payment of interest on the Series 2007A Bonds
is the fifteenth day of the calendar month preceding each interest payment date.

Other Information
For additional information regarding the Series 2007A Bonds and the Indenture including the
events of default under the Indenture and the remedies of the Bondholders thereunder, which include

acceleration of the Series 2007A Bonds under certain circumstances, see “APPENDIX A—SUMMARY OF
INDENTURE.”
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SECTION X: THE CORPORATION

The Corporation is a local development corporation incorporated under the provisions of
Section 1411 of the New York State Not-For-Profit Corporation Law. The Corporation is a non-stock,
membership corporation governed by a board of directors. The members of the Corporation are the same
as the directors of the Corporation as listed below. The Board of Directors of the Corporation is
comprised of five directors serving ex-officio, a majority of whom serve at the pleasure of the Mayor,
consisting of the Deputy Mayor for Economic Development and Rebuilding (Daniel L. Doctoroff), the
Deputy Mayor for Administration (Edward Skyler), the Director of Management and Budget (Mark
Page), the City Comptroller (William Thompson) and the Speaker of the City Council (Christine Quinn).

The following is a brief description of certain officers and staff members of the Corporation:
Alan L. Anders, President

Mr. Anders was appointed Treasurer on January 25, 2005 and was subsequently appointed
President on October 12, 2006. Mr. Anders also serves as Deputy Director for Finance for the Office of
Management and Budget of the City. Prior to joining the City in September 1990, Mr. Anders was a
senior investment banker for J.P. Morgan Securities since 1977 and prior to that date 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.

Marjorie E. Henning, Vice President and Secretary

Ms. Henning was appointed Secretary on January 25, 2005. Ms. Henning also serves as General
Counsel to the Office of Management and Budget of the City. Ms. Henning is a graduate of the State
University of New York at Buffalo and the Harvard Law School.

Lawrence R. Glantz, Comptroller

Mr. Glantz was appointed Comptroller on January 25, 2005. He is a graduate of Hofstra
University.

F. Jay Olson, Treasurer

Mr. Olson was appointed Deputy Treasurer on January 25, 2005 and was subsequently appointed
Treasurer on October 12, 2006. He is a graduate of Northwestern University, the University of Texas at
Austin and the John F. Kennedy School of Government at Harvard University. He is a certified treasury
professional.

Prescott D. Ulrey, Assistant Secretary

Mr. Ulrey was appointed Assistant Secretary on January 25, 2005. Mr. Ulrey is a graduate of the
University of California at Berkeley, the Fletcher School of Law and Diplomacy at Tufts University and
Columbia Law School. He also serves as Counsel to the Office of Management and Budget of the City.

Sanna Wong-Chen, Deputy Treasurer

Ms. Wong-Chen was appointed Assistant Treasurer on January 25, 2005 and was subsequently
appointed Deputy Treasurer on October 12, 2006. Ms. Wong-Chen is a graduate of Cornell University.
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Jeffrey M. Werner, Assistant Secretary

Mr. Werner was appointed Assistant Secretary on January 25, 2005. Mr. Werner is a graduate of
Bowdoin College and Columbia Law School.

Michele Levine, Assistant Comptroller

Ms. Levine was appointed Assistant Comptroller on October 12, 2006. Ms Levine is a graduate
of the State University of New York at Binghamton and the Maxwell School of Citizenship and Public
Administration at Syracuse University.

SECTION XI: TAX MATTERS
Federal Income Taxes

The Internal Revenue Code of 1986, as amended (the “Code”), imposes certain requirements that
must be met subsequent to the issuance and delivery of the Series 2007A Bonds for interest thereon to be
and remain excluded from gross income for federal income tax purposes. Noncompliance with such
requirements could cause the interest on the Series 2007A Bonds to be included in gross income for
federal income tax purposes retroactive to the date of issue of the Series 2007A Bonds. Pursuant to the
Indenture and the Tax Certificate as to Arbitrage and the Provisions of Sections 103 and 141-150 of the
Internal Revenue Code of 1986 (the “Tax Certificate”), the Corporation has covenanted to comply with
the applicable requirements of the Code in order to maintain the exclusion of the interest on the Series
2007A Bonds from gross income for federal income tax purposes pursuant to Section 103 of the Code. In
addition, the Corporation has made certain representations and certifications in the Indenture and the Tax
Certificate. Bond Counsel will not independently verify the accuracy of those representations and
certifications.

In the opinion of Nixon Peabody LLP, Bond Counsel, under existing law and assuming
compliance with the aforementioned covenant, and the accuracy of certain representations and
certifications made by the Corporation described above, interest on the Series 2007A Bonds is excluded
from gross income for federal income tax purposes under Section 103 of the Code. Bond Counsel is also
of the opinion that such interest is not treated as a preference item in calculating the alternative minimum
tax imposed under the Code with respect to individuals and corporations. Interest on the Series 2007A
Bonds is, however, included in the adjusted current earnings of certain corporations for purposes of
computing the alternative minimum tax imposed on such corporations.

State and Local Taxes

Bond Counsel is also of the opinion that interest on the Series 2007A Bonds is exempt from
personal income taxes of the State of New York and its political subdivisions.

Original Issue Premium

The Series 2007A Bonds are being offered at prices in excess of their principal amounts. An
initial purchaser with an initial adjusted basis in a Series 2007A Bond in excess of its principal amount
will have amortizable bond premium which is not deductible from gross income for federal income tax
purposes. The amount of amortizable bond premium for a taxable year is determined actuarially on a
constant interest rate basis over the term of each Series 2007A Bond based on the purchaser’s yield to
maturity (or, in the case of Series 2007A Bonds callable prior to their maturity, over the period to the call
date, based on the purchaser’s yield to the call date and giving effect to any call premium). For purposes
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of determining gain or loss on the sale or other disposition of a Series 2007A Bond, an initial purchaser
who acquires such obligation with an amortizable bond premium is required to decrease such purchaser’s
adjusted basis in such Series 2007A Bond annually by the amount of amortizable bond premium for the
taxable year. The amortization of bond premium may be taken into account as a reduction in the amount
of tax-exempt income for purposes of determining various other tax consequences of owning such Series
2007A Bonds. Owners of the Series 2007A Bonds are advised that they should consult with their own
advisors with respect to the state and local tax consequences of owning such Series 2007A Bonds.

Ancillary Tax Matters

Ownership of the Series 2007A Bonds may result in other federal tax consequences to certain
taxpayers, including, without limitation, certain S corporations, foreign corporations with branches in the
United States, property and casualty insurance companies, individuals receiving Social Security or
Railroad Retirement benefits, individuals seeking to claim the earned income credit, and taxpayers
(including banks, thrift institutions and other financial institutions) who may be deemed to have incurred
or continued indebtedness to purchase or to carry the Series 2007A Bonds.

Commencing with interest paid in 2006, interest paid on tax-exempt obligations such as the
Series 2007A Bonds is subject to information reporting to the Internal Revenue Service (the “IRS”) in a
manner similar to interest paid on taxable obligations. In addition, interest on the Series 2007A Bonds
may be subject to backup withholding if such interest is paid to a registered owner that (a) fails to provide
certain identifying information (such as the registered owner’s taxpayer identification number) in the
manner required by the IRS or (b) has been identified by the IRS as being subject to backup withholding.

Bond Counsel is not rendering any opinion as to any federal tax matters other than those
described under the caption “Tax Matters.” Prospective investors, particularly those who may be subject
to special rules described above, are advised to consult their own tax advisors regarding the federal tax
consequences of owning and disposing of the Series 2007A Bonds, as well as any tax consequences
arising under the laws of any state or other taxing jurisdiction.

Changes in Federal Tax Law and Post Issuance Events

From time to time proposals are introduced in Congress that, if enacted into law, could have an
adverse impact on the potential benefits of the exclusion from gross income for federal income tax
purposes of the interest on the Series 2007A Bonds, and thus on the economic value of the Series 2007A
Bonds. This could result from reductions in federal income tax rates, changes in the structure of the
federal income tax rates, changes in the structure of the federal income tax or its replacement with another
type of tax, repeal of the exclusion of the interest on the Series 2007A Bonds from gross income for such
purposes, or otherwise. It is not possible to predict whether any legislation having an adverse impact on
the tax treatment of holders of the Series 2007A Bonds may be proposed or enacted.

Bond Counsel has not undertaken to advise in the future whether any events after the date of
issuance and delivery of the Series 2007A Bonds may affect the tax status of interest on the Series 2007A
Bonds. Bond Counsel expresses no opinion as to any federal, State or local tax law consequences with
respect to the Series 2007A Bonds, or the interest thereon, if any action is taken with respect to the Series
2007A Bonds or the proceeds thereof upon the advice or approval of other counsel.

SECTION XII: UNDERWRITING

The Series 2007A Bonds are being purchased for reoffering by the Underwriters for whom
Goldman, Sachs & Co., Bear, Stearns & Co. Inc. and J.P. Morgan Securities Inc. are acting as lead
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managers. The Underwriters will purchase the Series 2007A Bonds from the Corporation at an aggregate
underwriters’ discount of $14,364,547. The Underwriters will be obligated to purchase all the
Series 2007A Bonds if any such Series 2007A Bonds are purchased.

The Series 2007A Bonds may be offered and sold to certain dealers (including the Underwriters)
at prices lower than such public offering prices, and such public offering prices may be changed from
time to time by the Underwriters.

SECTION XIII: RATINGS

The Series 2007A Bonds, other than the Insured Bonds, are rated “A3” by Moody’s Investors
Service (“Moody’s”), “A” by Standard & Poor’s Ratings Services (“Standard & Poor’s”) and “A-" by
Fitch, Inc. (“Fitch”). The Corporation expects the Insured Bonds to be rated “Aaa,” “AAA” and “AAA”
by Moody’s, Standard & Poor’s and Fitch, respectively, based on the ratings of MBIA and FGIC.

Each such rating above reflects only the view of the rating agency issuing such rating and is not a
recommendation by such rating agency to purchase, sell or hold the obligations rated or as to the market
price or suitability of such obligations for a particular investor. Generally, a rating agency bases its
ratings and outlook (if any) on the information and material furnished to it and on investigations, studies
and assumptions of its own. An explanation of the significance of any ratings may be obtained only from
the rating agency furnishing the same. There is no assurance that such ratings will be in effect for any
given period of time or that they will not be revised upward or downward or withdrawn entirely by such
rating agencies if, in the judgment of such agencies, circumstances so warrant. Any such downward
revision or withdrawal of any ratings may have an adverse effect on the market price of the Series 2007A
Bonds.

SECTION XIV: LITIGATION

There is not now pending any litigation (i) restraining or enjoining the issuance or delivery of the
Series 2007A Bonds or questioning or affecting the validity of the Series 2007A Bonds or the
proceedings and authority under which they are issued; (ii) contesting the creation, organization or
existence of the Corporation, or the title of the directors or officers of the Corporation to their respective
offices; or (iii) questioning the right of the Corporation to enter into the Indenture and to pledge the funds
and other moneys and securities purported to be pledged by the Indenture in the manner and to the extent
provided in the Indenture. As described below, certain litigation exists relating to the Project.

Clean Air Litigation

A neighborhood group has filed a federal Clean Air Act citizens suit in the Southern District of
New York alleging that aspects of the Hudson Yards Rezoning and Redevelopment Program relating to
parking violate the New York State Implementation Plan (“SIP”) by amending prior limits on as-of-right
off-street parking under the Zoning Amendment.

In 1982, the City’s zoning resolution was amended to limit the amount of off-street parking
permitted as-of-right in certain parts of Manhattan, including the Project Area. Plaintiffs claim that the
1982 zoning regulations were intended to address air pollution caused by traffic, and were required under
the then-applicable New York SIP.

The Zoning Resolution modified the off-street parking regulations in the Project Area district.

Plaintiffs claim, therefore, that the new zoning, as it relates to parking, is inconsistent with the SIP and
violates the Clean Air Act. Plaintiffs also challenge the approval of a 950-space public parking garage in
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the district. The complaint includes a state law claim under the Environmental Quality Review Act
(“SEQRA”), alleging that the environmental review was defective because of the alleged violation of the
Clean Air Act.

On August 30, 2005, the City and MTA, a co-defendant on the State claim, filed a joint motion to
dismiss the SEQRA claims under the doctrine of abstention, based on plaintiffs’ then pending State court
Article 78 proceeding challenging SEQRA. The Court has not yet ruled on the motion.

The City has answered those portions of the complaint related to the federal claim and denied any
violation of the SIP. The Corporation does not expect this case to prevent the Project from proceeding.

Condemnation

In November 2005, six proceedings were brought in the Appellate Division, First Department
pursuant to Section 207 of the Eminent Domain Procedure Law challenging the Determination and
Findings of the City and MTA which had approved the acquisition of certain real property and easements
for the Project. Thereafter, the Court consolidated all six petitions into one proceeding. After the matter
was fully briefed, one property owner withdrew its challenge. On May 25, 2006, the Court dismissed all
five remaining petitions and confirmed the Determination and Findings. The petitioners had challenged
the Determination and Findings on several grounds, including the adequacy of the environmental review,
the unconstitutionality of rezoning only certain properties, and that certain of the acquisitions were
excessive. The decision was not appealed.

The City plans to acquire the properties necessary for the Project in phases. On August 18, 2006,
the City acquired title by eminent domain to temporary and permanent subsurface easements under
approximately 41 properties pursuant to an order entered in the Supreme Court of the State of New York
as part of Phase I, Stage 1 of the condemnation for the No. 7 Subway Extension. On September 29, 2006,
the MTA acquired title by eminent domain to one temporary and four permanent subsurface easements
pursuant to an order entered in the Supreme Court of the State of New York.

On or about September 1, 2006, the City filed a petition in the Supreme Court of the State of New
York, New York County, seeking to acquire Block 705 Lot 54, also known as 528-556 West 34th Street,
located between 10th and 11th Avenues, as Phase I, Stage 2 of the condemnation for the Project. That
property is owned by the Bulwark Corporation and is leased and occupied by the FedEx Corporation,
which currently operates a major distribution facility at the property.

Bulwark has filed papers in opposition to the City’s application to condemn the property. The
premise of Bulwark’s opposition to the City’s application to acquire Block 705 Lot 54 by eminent domain
is that the acquisition will be funded through bond proceeds and since the bonds have not been issued,
there are no funds available currently to pay for the acquisition.

It is not likely that Bulwark will prevail in opposing the condemnation. As set forth in the
petition, the City has set aside funds to pay for this acquisition.

The return date of the petition is now scheduled for December 18, 2006, but that date could be
adjourned because of ongoing settlement discussions with Bulwark.

Although Bulwark did submit papers opposing the condemnation, in general, because the
Appellate Division has confirmed the Determination and Findings, acquisition of title to property for the
Project should occur within a few weeks after petitions are filed in the Supreme Court and will not be
delayed by disagreement over the price of property to be acquired.
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SECTION XV: LEGAL MATTERS

All legal matters incident to the authorization, issuance and delivery of the Series 2007A Bonds
are subject to the approval of Nixon Peabody LLP, New York, New York, Bond Counsel to the
Corporation. A form of the opinion of Bond Counsel is attached hereto as Appendix J. Certain legal
matters are subject to the approval of the New York City Corporation Counsel, counsel to the Corporation
and the City, Fulbright & Jaworski, L.L.P., New York, New York, Special Counsel to the City and
Clifford Chance US LLP, New York, New York, counsel to the Underwriters.

SECTION XVI: CONTINUING DISCLOSURE

To the extent that (i) Rule 15¢2-12 (the “Rule”) of the Securities and Exchange Commission
(“SEC”) promulgated under the Securities Exchange Act of 1934, as amended (the “1934 Act”), requires
the Underwriters to determine, as a condition to purchasing the Series 2007A Bonds, that the parties to
the hereinafter defined Continuing Disclosure Agreements will covenant to the effect of the provisions
hereinafter summarized, and (ii) the Rule as so applied is authorized by a Federal law that as so construed
is within the powers of Congress, the Corporation, the City and the Trustee will enter into a written
agreement to provide continuing disclosure (the “City Continuing Disclosure Agreement”), and the
Corporation and the Trustee will enter into a written agreement to provide continuing disclosure (the
“HYIC Continuing Disclosure Agreement” referred to herein, collectively, as the “Continuing Disclosure
Agreements” and, individually, as a “Continuing Disclosure Agreement”), each for the benefit of the
holders of the Series 2007A Bonds.

Under the City Continuing Disclosure Agreement, the City will undertake for the benefit of the
holders of the Series 2007A Bonds to provide within 185 days after the end of each fiscal year, to each
Nationally Recognized Municipal Securities Information Repository (each, a “Repository””) and to any
New York State information depository (the “State Information Depository”), financial information and
operating data for the prior fiscal year, including (i) the City’s audited general purpose financial
statements, prepared in accordance with generally accepted accounting principles in effect from time to
time and (ii) material historical quantitative data on the City’s revenues, expenditures, financial
operations and indebtedness generally of the type found in Sections IV, V and VIII and under the captions
“2002-2006 Summary of Operations” in Section VI and “Pension Systems” in Section IX of Appendix E
to this Official Statement.

The City will not undertake to provide any notice with respect to credit enhancement if the credit
enhancement is added after the primary offering of the Series 2007A Bonds, the City does not apply for
or participate in obtaining the enhancement and the enhancement is not described in this Official
Statement.

Under the HYIC Continuing Disclosure Agreement, the Corporation has undertaken for the
benefit of the holders of the Series 2007A Bonds to provide:

(a) by November 30, 2007 and by November 30 of each subsequent Fiscal Year, to each
such Repository or to the MSRB and to the State Information Depository, financial
information for the prior Fiscal Year including (i)its audited financial statements
prepared in accordance with generally accepted accounting principles stating the amount
of each type of Revenue (e.g. Interest Support Payments, Tax Equivalency Payments,
PILOT Payments, PILOMRT Payments, DIB Payments and payments for Eastern
Railyard development rights), received by the Corporation for such year, (ii) the
aggregate amount of money paid to the MTA for the Subway Extension and any changes
in the budget for the Subway Extension and (iii) information as to each PILOT
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Agreement assigned to the Corporation during such year, including identification of the
property covered and a schedule or description of amounts payable during the term of
such agreement.

(b) in a timely manner, to each such Repository or to the MSRB, and to the State Information
Depository, notice of any of the following events with respect to the Series 2007A Bonds,
if material: (1) principal and interest payment delinquencies; (2) non-payment related
defaults; (3) unscheduled draws on debt service reserves reflecting financial difficulties;
(4) unscheduled draws on credit enhancements reflecting financial difficulties;
(5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax
opinions or events affecting the tax-exempt status of the Series 2007A Bonds;
(7) modifications to rights of the holders of the Series 2007A Bonds; (8) bond calls;
(9) defeasances; (10) release, substitution, or sale of property securing repayment of the
Series 2007A Bonds; (11) rating changes; and (12) failure of the Corporation to comply
with clause (a) above.

At the date hereof, there is no New York State information depository and the nationally
recognized municipal securities information repositories are: Bloomberg Municipal Repositories,
100 Business Park Drive, Skillman, New Jersey 08558; Standard & Poor’s Securities Evaluations, Inc.,
55 Water Street, 45th Floor, New York, New York 10041; DPC Data Inc., One Executive Drive, Fort
Lee, New Jersey 07024; and FT Interactive Data, 100 William Street, New York, New York 10038,
Attn: NRMSIR. Filings may be made either directly with such repositories or through a central
information repository approved in accordance with Rule 15¢2-12.

No Bondholder may institute any suit, action or proceeding at law or in equity (“Proceeding”) for
the enforcement of either Continuing Disclosure Agreement or for any remedy for breach thereof, unless
such Bondholder shall have filed with the City or the Corporation, as the case may be, evidence of
ownership and a written notice of and request to cure such breach, and the City or the Corporation, as the
case may be, shall have refused to comply within a reasonable time. All Proceedings shall be instituted
only as specified herein, in the Federal or State courts located in the Borough of Manhattan, State and
City of New York, and for the equal benefit of all holders of the outstanding bonds benefited by the same
or a substantially similar covenant, and no remedy shall be sought or granted other than specific
performance of the covenant at issue.

An amendment to the City Continuing Disclosure Agreement may only take effect if:

(a) the amendment is made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature, or status of
the City, or type of business conducted; the City Continuing Disclosure Agreement, as
amended, would have complied with the requirements of the Rule at the time of award of
a series of Series 2007A Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and the amendment
does not materially impair the interests of Bondholders, as determined by parties
unaffiliated with the City (such as, but without limitation, the City’s financial advisor)
and the annual financial information containing (if applicable) the amended operating
data or financial information will explain, in narrative form, the reasons for the
amendment and the “impact” (as that word is used in the letter from the SEC staff to the
National Association of Bond Lawyers dated June 23, 1995) of the change in the type of
operating data or financial information being provided; or
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(b) all or any part of the Rule, as interpreted by the staff of the SEC at the date of the first
series of Series 2007A Bonds, ceases to be in effect for any reason, and the City elects
that the Undertaking shall be deemed terminated or amended (as the case may be)
accordingly.

An amendment to the HYIC Continuing Disclosure Agreement may only take effect if:

(a) the amendment is made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature, or status of
HYIC, or type of business conducted; the HYIC Continuing Disclosure Agreement, as
amended, would have complied with the requirements of the Rule at the time of award of
Series 2007A Bonds, after taking into account any amendments or interpretations of the
Rule, as well as any change in circumstances; and the amendment does not materially
impair the interests of Bondholders, as determined by parties unaffiliated with the
Corporation (such as, but without limitation, the Corporation’s financial advisor) and the
annual financial information containing (if applicable) the amended operating data or
financial information will explain, in narrative form, the reasons for the amendment and
the “impact” (as that word is used in the letter from the SEC staff to the National
Association of Bond Lawyers dated June 23, 1995) of the change in the type of operating
data or financial information being provided; or

(b) all or any part of the Rule, as interpreted by the staff of the SEC at the date of the first
series of Series 2007A Bonds, ceases to be in effect for any reason, and the Corporation
elects that the Undertaking shall be deemed terminated or amended (as the case may be)
accordingly.

For purposes of the City Continuing Disclosure Agreement or the HYIC Continuing Disclosure
Agreement, a beneficial owner of a security includes any person who, directly or indirectly, through any
contract, arrangement, understanding, relationship, or otherwise has or shares investment power which
includes the power to dispose, or to direct the disposition of, such security, subject to certain exceptions
as set forth in the Undertaking. Any assertion of beneficial ownership must be filed, with full
documentary support, as part of the written request described above.

Failure of any party to perform its obligations under the City Continuing Disclosure Agreement
or the HYIC Continuing Disclosure Agreement shall not constitute an “event of default” under the
Indenture or any other agreement executed and delivered in connection with the issuance of the
Series 2007A Bonds. In addition, if all or a portion of the Rule ceases to be in effect for any reason, then
the information required to be provided under the City Continuing Disclosure Agreement or the HYIC
Continuing Disclosure Agreement, insofar as the provision of the Rule no longer in effect required the
provision of such information, will no longer be required to be provided.

SECTION XVII: FINANCIAL ADVISOR

Public Resources Advisory Group, New York, New York, is acting as financial advisor to the
Corporation in connection with the issuance of the Series 2007A Bonds.

SECTION XVIII: FINANCIAL STATEMENTS
The Corporation was created in 2004 but did not receive any Revenues until its 2006 Fiscal Year

during which it received Revenues in the amount of $11,100,000. For the 2006 Fiscal Year, the financial
statements of the Corporation were prepared on a consolidated basis with the financial statements for
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HYDC and were audited by a firm of certified public accountants. The financial statements for the 2006
Fiscal Year are attached hereto as Appendix G. Neither the Corporation’s independent auditors, nor any
other independent accountants, have compiled, examined or performed any procedures with respect to the
Corporation or any estimates or projections contained herein, nor have they expressed any opinion or any
other form of assurance on projected Revenues or prospective financial information or its achievability,
and assume no responsibility for, and disclaim any association with, all such projected Revenues or
prospective financial information.

SECTION XIX: MISCELLANEOUS

The references herein to the Indenture, the Support and Development Agreement, the IDA
Assignment Agreement, the DIB Assignment Agreement, the Subway Extension MOU and the Railyards
Agreement are summaries of certain provisions thereof. Such summaries do not purport to be complete
and reference is made to the Indenture, the Support and Development Agreement, the IDA Assignment
Agreement, the DIB Assignment Agreement, the Subway Extension MOU and the Railyards Agreement
for full and complete statements of such provisions. Copies of the Indenture, the Support and
Development Agreement, the IDA Assignment Agreement, the DIB Assignment Agreement, the Subway
Extension MOU and the Railyards Agreement are available at the offices of the Trustee.

The delivery of this Official Statement has been duly authorized by the Corporation.

HUDSON YARDS INFRASTRUCTURE CORPORATION
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APPENDIX A

CERTAIN DEFINITIONS AND SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE

Definitions of Certain Terms

“Accreted Value” means with respect to any Capital Appreciation Bond (i) as of any
Valuation Date, the amount set forth for such date in the Supplemental Indenture authorizing such Capital
Appreciation Bond and (ii) as of any date other than a Valuation Date, the sum of (a) the Accreted Value
on the immediately preceding Valuation Date and (b) the product of (1) a fraction, the numerator of which
is the number of days having elapsed from the preceding Valuation Date and the denominator of which is
the number of days from such preceding Valuation Date to the next succeeding Valuation Date, calculated
based on the assumption that Accreted Value accrues during any semiannual period in equal daily
amounts on the basis of a year of twelve (12) thirty—day months, and (2) the difference between the
Accreted Values for such Valuation Dates.

“Agreement” means each of and singularly the IDA Assignment Agreement, the DIB
Assignment Agreement, each PILOT Agreement, each PILOT Mortgage, the Support Agreement, the
MTA Agreement and the TFA Funding Agreement.

“Amortized Value” has the meaning given to it in the Indenture.

“Appreciated Value” means with respect to any Deferred Income Bond (i) as of any
Valuation Date, the amount set forth for such date in the Supplemental Indenture authorizing such
Deferred Income Bond and (ii) as of any date other than a Valuation Date, the sum of (a) the Appreciated
Value on the immediately preceding Valuation Date and (b) the product of (1) a fraction, the numerator of
which is the number of days having elapsed from the preceding Valuation Date and the denominator of
which is the number of days from such preceding Valuation Date to the next succeeding Valuation Date,
calculated based on the assumption that Appreciated Value accrues during any semiannual period in equal
daily amounts on the basis of a year of twelve (12) thirty—day months, and (2) the difference between the
Appreciated Values for such Valuation Dates, and (iii) as of any date of calculation on and after the
Interest Commencement Date, the Appreciated Value on the Interest Commencement Date.

“Authorized Officer” means (i) in the case of the Corporation, the Chairman, the Vice—
Chairman, the President, a Vice—President, the Treasurer, an Assistant Treasurer, the Comptroller, an
Assistant Comptroller, the Secretary, and an Assistant Secretary, and when used with reference to any act
or document also means any other person authorized by a resolution or the by—laws of the Corporation to
perform such act or execute such document; (ii) in the case of the City, when used with reference to any
act or document, means the person identified in the Indenture or in the Agreement as authorized to
perform such act or execute such document, and in all other cases means the Mayor of the City, the
Deputy Mayor for Administration, the Director of Management and Budget or an officer or employee of
the City authorized in a written instrument signed by the Mayor or by the Charter of the City or its
Administrative Code to act on behalf of the Mayor; and (iii) in the case of the Trustee, a Vice President,
an Assistant Vice President, an Assistant Secretary, an Assistant Treasurer or any other corporate trust
officer of the Trustee, and when used with reference to any act or document also means any other person
authorized to perform any act or sign any document by or pursuant to a resolution of the Board of
Directors of the Trustee or the by—laws of the Trustee.

“Available TFA Commitment” means, as of any particular date of calculation, the

principal amount of promissory notes of the Corporation available to be purchased by TFA pursuant to
the TFA Funding Agreement.
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“Bond” means any bond of the Corporation authorized and issued pursuant to the
Indenture and to a Supplemental Indenture, and, except as expressly limited by the Indenture or otherwise
expressly provided in the Indenture, any Hedge Agreement Payments and Parity Reimbursement
Obligations of the Corporation; provided, however, that a Parity Reimbursement Obligation shall not be
considered a Bond for purposes of Article 11, Article III, Article IV, Article XI or Article XII of the
Indenture and the provisions of Article IX and Article X shall not apply to amendments of a Parity
Reimbursement Obligation or of the agreement with the Provider thereof.

“Bond Counsel” means Nixon Peabody LLP or an attorney or another law firm
appointed by the Corporation having a national reputation in the law of public finance and whose
opinions are generally accepted by purchasers of municipal bonds.

“Bondholder,” “Holder of Bonds” or “Holder” or any similar term, when used with
reference to a Bond or Bonds, means the registered owner of any Bond.

“Bond Insurance Premium Reserve” means the reserve established within the
Corporation Expense Fund for the payment of premiums payable during a future Fiscal Year for one or
more financial guaranty insurance policies with respect to Bonds, in an amount that, from and after the
third Fiscal Year preceding the date on which any such premium is payable, is equal to the aggregate
premiums payable during the next succeeding three Fiscal Years during which such premiums are
payable.

“Book Entry Bond” means a Bond authorized to be issued to, and issued to and
registered in the name of, a Depository for the participants in such Depository.

“Business Day” means any day which is not a Saturday, Sunday, a day on which the
Trustee or banking institutions chartered by the State or the United States of America are legally
authorized to close in The City of New York, or a day that is a legal holiday for the City; provided,
however, that, with respect to Option Bonds or Variable Interest Rate Bonds of a Series, such term means
any day which is not a Saturday, Sunday, a day on which the Trustee, the New York Stock Exchange,
banking institutions chartered by the State or the United States of America or the issuer of a Credit
Facility or Liquidity Facility for such Bonds are legally authorized to close in The City of New York, or a
day that is a legal holiday for the City.

“Capital Appreciation Bond” means any Bond as to which interest is compounded on
each Valuation Date therefor and is payable only at the maturity or prior redemption thereof.

“Capitalized Interest Account” means the account within the Construction Fund so
designated, created and established pursuant to the provisions of the Indenture described below under the
heading “Establishment of Funds and Accounts”.

“City” means The City of New York, a municipal corporation of the State, constituting a
political subdivision thereof.

“Code” means the Internal Revenue Code of 1986, as amended, and the applicable
regulations thereunder.

“Construction Fund” means the fund so designated, created and established pursuant to

the provisions of the Indenture described below under the heading “Establishment of Funds and
Accounts”.

A-2



“Conversion” means as of any particular date of calculation that the Net Recurring
Revenues for each of the two immediately preceding Fiscal Years, as shown on the audited financial
statements for such Fiscal Year prepared in accordance with generally accepted accounting principles
applicable to the Corporation, were (i) not less than one hundred twenty—five percent (125%) of
Maximum Annual Debt Service on then Outstanding Senior Bonds and (ii) not less than one hundred five
percent (105%) of Maximum Annual Debt Service on then Outstanding Bonds. For purposes of
determining Conversion, Maximum Annual Debt Service shall be calculated assuming that the
Conversion Date is the date on which the Calculation is made.

“Conversion Date” means the date on which the Corporation delivers to the Trustee a
certificate (i) to the effect that the Corporation has determined that the Net Recurring Revenues for each
of the two immediately preceding Fiscal Years, as shown on the audited financial statements for such
Fiscal Years prepared in accordance with generally accepted accounting principles applicable to the
Corporation, were (A) not less than one hundred twenty—five percent (125%) of Maximum Annual Debt
Service on then Outstanding Senior Bonds and (B) not less than one hundred five percent (105%) of
Maximum Annual Debt Service on then Outstanding Bonds, in each case calculating Maximum Annual
Debt Service assuming that the Conversion Date is the date on which the calculation is made and (ii)
setting for the calculation on which such determination was made.

“Corporation” means Hudson Yards Infrastructure Corporation, a local development
corporation organized and existing under the Not—For—Profit Corporation Law of the State of New York,
and its successors and assigns.

“Corporation Expense Fund” means the fund so designated, created and established
pursuant to the provisions of the Indenture described below under the heading “Establishment of Funds
and Accounts”.

“Corporation Expenses” means for any Fiscal Year the amount set forth in the
Corporation’s budget prepared for such Fiscal Year in accordance with the provisions of the Indenture
described below under the heading “Budget of Corporation Expenses” for all other costs, fees and
expenses of the Corporation of any kind arising out of or incurred in connection with maintaining its
corporate existence and in furtherance of its corporate purposes, powers or duties, including, without
limitation:

(1) salaries;

(i1) insurance premiums, including but not limited to insurance premiums on
financial guaranty insurance policies issued in connection with Bonds that are due during
such Fiscal Year and that were due, but not paid, during a prior Fiscal Year, and interest,
if any, payable on any unpaid premiums;

(i)  fees, charges expenses, regularly scheduled payments, indemnities and
other similar charges payable to or for (a) Providers, (b) auditing, legal, financial and
investment advisory and other professional and consulting services, (c) fiduciaries,
paying agents, transfer agents and other agents, (d) printing, advertisements and
publication or other distribution of notices;

(iv) any and all other fees, charges and expenses required or permitted to be
incurred by the Corporation or required to be paid by the Corporation;

(v) Tax Obligations;
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(vi) Termination Payments; and

(vii)  the amount required to establish and maintain the Bond Insurance
Premium Reserve at its requirement, but, in no event such amount in any Fiscal Year
exceed the premium payable on financial guaranty insurance policies during the next
succeeding Fiscal Year during which such premiums are payable;

provided, however, that Corporation Expenses do not include the principal of or interest on any
indebtedness of the Corporation.

“Costs of Issuance” means the items of expense incurred in connection with the
authorization, sale and issuance of the Bonds, which items of expense shall include, but not be limited to,
document printing and reproduction costs, filing and recording fees, costs of credit ratings, initial fees and
charges of the Trustee or a Depository, legal fees and charges, professional consultants’ fees, fees and
charges for execution, transportation and safekeeping of Bonds, premiums, fees and charges for insurance
on Bonds, commitment fees or similar charges of a Remarketing Agent or relating to a Credit Facility, a
Liquidity Facility or a Hedge Agreement, and other costs, charges and fees in connection with the
foregoing.

“Costs of Issuance Account” means the account within the Construction Fund so
designated, created and established pursuant to the provisions of the Indenture described below under the
heading “Establishment of Funds and Accounts”.

“Counterparty” means any person with which the Corporation has entered into a Hedge
Agreement, and such person’s successors and assigns.

“Credit Facility” means an irrevocable letter of credit, surety bond, loan agreement,
Standby Purchase Agreement or other agreement, facility or insurance or guaranty arrangement pursuant
to which the Corporation or the Trustee is entitled to obtain money to pay the principal, purchase price or
Redemption Price of Bonds due in accordance with their terms or tendered for purchase or redemption,
plus accrued interest thereon to the date of payment, purchase or redemption thereof whether or not the
Corporation is in default under the Indenture, which is issued or extended by:

) a bank, a trust company, a national banking association, an organization
subject to registration with the Board of Governors of the Federal Reserve System under

the Bank Holding Company Act of 1956 or any successor provisions of law;

(i1) a federal branch pursuant to the International Banking Act of 1978 or any
successor provisions of law;

(iii) a domestic branch or agency of a foreign bank which branch or agency is
duly licensed or authorized to do business under the laws of any state or territory of the
United States of America;

(iv) a savings bank;

(v) a saving and loan association;

(vi) an insurance company or association chartered or organized under the
laws of any state of the United States of America,
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(vii))  the Government National Mortgage Association or any successor thereto
or the Federal National Mortgage Association or any successor thereto;

(viii)  an entity affiliated with or which is a subsidiary of any entity described
above or affiliated with or a subsidiary of any registered securities dealer; or

(ix) any other entity approved by the Corporation.

“Debt Service” means, when used in connection with any particular Outstanding Bonds
and for any period, the principal and Sinking Fund Installments of and interest on such Bonds payable
during such period, exclusive of the principal and Sinking Fund Installments of or interest on Funded
Bonds; provided, however, that if the interest at which a Variable Interest Rate Bond will bear interest at
any time during such period is not known, the Trustee shall calculate such interest based upon a rate per
annum certified to it by the Corporation as the rate the Corporation has assumed such Variable Interest
Rate Bond will bear.

“Debt Service Fund” means the fund so designated, created and established pursuant to
the provisions of the Indenture described below under the heading “Establishment of Funds and
Accounts”.

“Defeasance Security” means:

(1) a Government Obligation, including the interest component of
REFCORP bonds for which the separation of principal and interest is made by request of
the Federal Reserve Bank of New York in book—entry form, that is not subject to
redemption prior to maturity other than at the option of the holder thereof or that has been
irrevocably called for redemption on a stated future date; or

(i1) an Exempt Obligation (a) that is not subject to redemption prior to
maturity other than at the option of the holder thereof or as to which irrevocable
instructions have been given to the trustee of such Exempt Obligation by the obligor
thereof to give due notice of redemption and to call such Exempt Obligation for
redemption on the date or dates specified in such instructions and such Exempt
Obligation is not otherwise subject to redemption prior to such specified date other than
at the option of the holder thereof, (b) the timely payment of the principal or redemption
price thereof and interest thereon is fully secured by a fund consisting only of cash or
obligations described in clause (i) above, which fund may be applied only to the payment
of such principal of and interest and redemption premium, if any, on such Exempt
Obligation on the maturity date thereof or the redemption date specified in the
irrevocable instructions referred to in clause (a) above, and (c) that at the time an
investment therein is made rated in the highest rating category by at least two Rating
Services;

provided, however, that such term shall not mean any interest in a unit investment trust or mutual fund or
in “CATS,” “TIGRS” or “TRS”.

“Deferred Income Bond” means any Bond as to which interest accruing thereon prior to
the Interest Commencement Date therefor is compounded on each Valuation Date for such Deferred
Income Bond, payable at maturity or earlier redemption, and interest accruing from and after the Interest
Commencement Date is payable on the Interest Payments Dates therefor.
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“Depository” means The Depository Trust Company, New York, New York, a limited
purpose trust company organized under the laws of the State, or its nominee, or any other person, firm,
association or corporation designated in the Supplemental Indenture authorizing a Series of Bonds to
serve as securities depository for Bonds of such Series.

“Determination of Taxability” means, when used with respect to a Tax Exempt Bond, a
final determination by any court of competent jurisdiction or a final determination by the Internal
Revenue Service to which the Corporation shall consent or from which no timely appeal shall have been
taken, in each case to the effect that interest on such Bond is includable in the gross income of the Holder
thereof for purposes of federal income taxation.

“DIB Assignment Agreement” means the DIB Assignment and Agreement, dated as of
December 1, 2006, by and between the City and the Corporation, as from time to time amended or
supplemented in accordance therewith and with the Indenture.

“DIB Payments” means payments of contributions to the Hudson Yards District
Improvement Fund established pursuant to Section 93-31 of the City’s zoning resolution, pursuant to
which the Chairperson of the City Planning Commission has been authorized to make certain benefits
available to the developers of certain buildings and improvements within the District, as a bonus.

“Eligible Investments” means:
6 Defeasance Securities;
(i1) Government Obligations;

(iii) demand and time deposits in or certificates of deposit of, or bankers’
acceptances issued by, any bank or trust company, savings and loan association or
savings bank, payable on demand or on a specified date no more than three months after
the date acquired as an investment under the Indenture, if such deposits or instruments
are at the time an investment therein is made rated “A—1+" by S&P and “P-1" by
Moody’s;

(iv) Exempt Obligations that at the time an investment therein is made are
rated at least in one of the two highest long term rating categories by at least two Rating
Services, without regard to qualification of such rating by symbols such as “+” or “~ and
numerical notation;

(v) commercial or finance company paper (including both non—interest
bearing discount obligations and interest bearing obligations) payable on demand or on a
specified date not more than two hundred seventy (270) days after the date acquired as an
investment under the Indenture that is at the time an investment therein is made rated in
the highest rating category by at least two Rating Services;

(vi) repurchase obligations with respect to any security described in clause (i)
or (ii) above entered into with (a) a primary dealer, depository institution or trust
company (acting as principal) that at the time an investment therein is made is rated “A—
1” by S&P and “P-1” by Moody’s (if payable on demand or on a specified date no more
than three months after the date acquired as an investment under the Indenture) or at least
“Aal” by Moody’s and in one of the two highest long term rating categories by S&P, or
(b) any financial institution or corporation, insurance company, registered broker/dealer
or domestic commercial bank, in each case whose long term debt obligations are rated
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“investment grade” by at least two Rating Services; provided, however, that (1) a specific
written agreement governs the transactions, (2) the securities that are the subject of the
repurchase agreement are held free and clear of any lien, by the Trustee or an
independent third party acting solely as the agent of the Trustee that is (A) a Federal
Reserve Bank or (B) a member of the Federal Deposit Insurance Corporation that has
combined surplus and undivided profits of not less than twenty—five million dollars
($25,000,000), and the Trustee shall have received written confirmation from such third
party that it hold such securities, free and clear of any lien, as agent for the Trustee, (3)
the agreement provides that the securities that are the subject of the repurchase agreement
must be repurchased within one year after their date of purchase;

(vii)  securities bearing interest or sold at a discount (payable on demand or on
a specified date no more than ninety (90) days after the date acquired as an investment
under the Indenture) that are issued by any corporation incorporated under the laws of the
United States of America or any state thereof and are rated “P—1” by Moody’s and “A—
1+” by S&P at the time of such investment or contractual commitment providing for such
investment; provided, however, that securities issued by any such corporation will not be
Eligible Investment to the extent that investment therein would cause the then
outstanding principal amount of securities issued by such corporation and held as
investments under the Indenture to exceed twenty percent (20%) of the aggregate
principal amount of all Eligible Investments then held under the Indenture;

(viii)  units of taxable money market funds which are regulated investment
companies and seek to maintain a constant net asset value per share and which at the time
an investment therein is made are rated at least “Aal” by Moody’s and at least “AAm” or
“AAm-G” by S&P, including if so rated any such fund which the Trustee or an affiliate
of the Trustee serves as an investment advisor, administrator, shareholder, servicing agent
and/or custodian or sub—custodian, notwithstanding that (a) the Trustee or an affiliate of
the Trustee charges and collects fees and expenses (not exceeding current income) from
such funds for services rendered, (b) the Trustee charges and collects fees and expenses
for services rendered pursuant to the Indenture and (c) services performed for such funds
and pursuant to the Indenture may converge at any time (the Corporation specifically
authorizes the Trustee or an affiliate of the Trustee to charge and collect all fees and
expenses from such funds for services rendered to such funds, in addition to any fees and
expenses the Trustee may charge and collect for services rendered pursuant to the
Indenture);

(ix) investment agreements or guaranteed investment contracts with any
financial institution or corporation, insurance company, a registered broker/dealer or a
domestic commercial bank whose senior long term debt obligations are rated, or
guaranteed by a financial institution, whose senior long term debt obligations are rated, at
the time such agreement or contract is entered into, at least in one of the two highest long
term rating categories by at least two Rating Services, without regard to qualification of
such rating by symbols such as “+” or “= and numerical notation; provided, however,
that in the event that such rating is suspended, withdrawn or reduced below the rating
assigned to Outstanding Bonds without regard to any Credit Facility either (a) the
Corporation has an option to terminate such agreement or contract or (b) such agreement
or contract is required to be collateralized by securities described in clause (i) or (ii)
above or by obligations of the Government National Mortgage Association or any
successor thereto; provided, further, that (1) a specific written agreement governs the
transactions, (2) the collateral securities, if any, are held free and clear of any lien, by the
Trustee or by a trustee of an independent third party acting solely as the agent of the
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Trustee that is (A) a Federal Reserve Bank or (B) a member of the Federal Deposit
Insurance Corporation that has combined surplus and undivided profits of not less than
twenty—five million dollars ($25,000,000), and the Trustee shall have received written
confirmation from such third party that it holds such securities, free and clear of any lien,
as agent for the Trustee, (3) the agreement has a term of thirty days or less, or either the
Trustee, if the Trustee holds the collateral, or a custodian of the collateral or a valuation
agent selected by the Corporation, will value the collateral securities no less frequently
than monthly, and will liquidate the collateral securities if any deficiency in the required
collateral percentage is not restored within five Business Days of such valuation, and (4)
the fair market value of the collateral securities in relation to the amount of the
obligation, including principal and interest, is equal to at least one hundred two percent
(102%); and

(x) other obligations or securities that either (i) under the applicable
standards and guidelines of each Rating Service are investments in which money in a
particular fund or account under the Indenture may be invested by the Corporation, or
(ii) as to the investment therein for any fund or account the Corporation has received
Rating Confirmation.

“Exempt Obligation” means an obligation of any state or territory of the United States
of America, any political subdivision of any state or territory of the United States of America, or any
agency, authority, public benefit corporation or instrumentality of such state, territory or political
subdivision, the interest on which is excludable from gross income under Section 103 of the Code.

“Fiscal Year” means a period of twelve (12) consecutive months beginning July 1* of a
calendar year and ending on June 30" of the next succeeding calendar year or any other twelve month
period as the Corporation may select as its fiscal year.

“Fitch” means Fitch, Inc. and its successors and assigns; provided, however, that
references hereto to Fitch shall be effective so long as Fitch is a Rating Service.

“Funded Bond” means as of any particular date of determination a Bond for which
provision for payment has not been made in accordance with the provisions of the Indenture described
below under the heading “Defeasance” and remains Outstanding, but for which:

(1) the Trustee or another banking institution then holds, in trust, either
money in an amount which shall be sufficient, or Eligible Investments the principal of
and interest on which when due will provide money which, together with the money, if
any, so held, shall be sufficient in the judgment of a firm of certified public accountants
to pay when due the principal, Sinking Fund Installments, if any, or Redemption Price, if
applicable, of and interest due and to become due on said Bond on or prior to the
redemption date or maturity date thereof, as the case may be; and

(i1) in case all or any portion of said Bond is to be redeemed on any date
prior to its maturity, the Corporation shall have given the Trustee, in form satisfactory to
it, irrevocable instructions to give as provided in Article IV of the Indenture notice of
redemption on said date of such Bond or portion thereof;

provided, however, that such Bond shall no longer be a Funded Bond if at any time the money and
Eligible Investments are no longer sufficient to meet the aforesaid requirements.
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“Government Obligation” means:

(1) a direct obligation of, or an obligation the timely payment of the
principal of and interest on which is guaranteed by, the United States of America, the
Federal Home Loan Mortgage Corporation, the Federal National Mortgage Association
or the Federal Farm Credit System; and

(i1) an obligation of the United States of America which has been stripped by
the United States Department of the Treasury itself or by any Federal Reserve Bank (not
including “CATS,” “TIGRS” and “TRS” unless the Corporation obtains Rating
Confirmation with respect thereto).

“Hedge Agreement” means any financial arrangement entered into by the Corporation
with another person that (i) is executed in connection with Senior Bonds and is an Interest Rate Exchange
Agreement, an interest rate cap or collar or other exchange or rate protection transaction, or (ii) is an
agreement for the forward purchase of securities for the investment of money of the Corporation in any
fund or account established by the Indenture.

“Hedge Agreement Payment” means any periodic or regularly scheduled payment
required to be made by the Corporation pursuant to a Hedge Agreement, but does not include a
Termination Payment.

“HYDC” means Hudson Yards Development Corporation, a local development
corporation created and existing pursuant to the Not—For—Profit Corporation Law of the State of New
York, and its successors and assigns.

“HYDC Expense Account” means the account within the Construction Fund so
designated, created and established pursuant to the provisions of the Indenture described below under the
heading “Establishment of Funds and Accounts”.

“IDA Assignment Agreement” means the PILOT Assignment and Agreement, dated as
of December 1, 2006, by and among the City, NYC IDA and the Corporation, as from time to time
amended or supplemented in accordance therewith and with the Indenture.

“Indenture” means the Trust Indenture as from time to time amended or supplemented
by Supplemental Indentures in accordance with the terms and provisions of the Indenture.

“Initial Bonds” means the Bonds of the first Series authorized and issued under the
Indenture.

“Insurance Trustee” means the person designated in a Financial Guaranty Insurance
Policy to act on behalf of the Insurer thereunder to affect payment of the principal and Sinking Fund
Installments of and interest on Fiscal 2007 Series A Bonds insured thereby in accordance with the terms
of such Financial Guaranty Insurance Policy.

“Insurer Default” means with respect to an Insurer, any of the following:
(i) there shall occur a failure of the Insurer to make payment under the Financial

Guaranty Insurance Policy issued by it in connection with the Fiscal 2007 Series A
Bonds;
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(i1) the Financial Guaranty Insurance Policy shall have been declared null and
void or unenforceable in a final determination by a court of law;

(iii) a proceeding shall have been instituted in a court having jurisdiction seeking
a decree or order for relief in an involuntary case under the applicable bankruptcy,
insolvency or other similar law now or hereafter in effect or for the appointment of a
receiver, liquidator, assignee, custodian, trustee or sequestrator (or other similar official)
of the Insurer or for any substantial part of its property or for the winding—up or
liquidation of its affairs and such proceeding shall remain undismissed or unstayed and in
effect for a period of thirty (30) consecutive days or such court shall enter a decree or
order granting the relief sought in such proceeding; or

(iv) the Insurer shall consent to the entry of an order for relief in an involuntary
case under any such law or shall consent to the appointment of or taking possession by a
receiver, liquidator, assignee, trustee, custodian or sequestrator (or other similar official)
of the Insurer or for any substantial part of its property, or shall make a general
assignment for the benefit of creditors.

“Interest Commencement Date” means, with respect to any particular Deferred Income
Bond, the date prior to the maturity date thereof after which interest accruing thereon shall be payable on
each Interest Payment Date succeeding such Interest Commencement Date.

“Interest Deficiency Notice” shall have the meaning given to such term in the Support
Agreement.

“Interest Payment Date” means, when used in connection with any particular Senior
Bond or Subordinate Bond, each date on which interest thereon is payable in accordance with the terms
thereof.

“Interest Rate Exchange Agreement” means an agreement entered into by the
Corporation in connection with the issuance of or which relates to any Bonds which provides that during
the term of such agreement the Corporation is to pay to the Counterparty an amount based on the interest
accruing at a fixed or variable rate per annum on a notional amount equal to the principal amount of such
Bonds and that the Counterparty is to pay to the Corporation an amount based on the interest accruing on
such notional amount at a fixed or variable rate, in each case computed according to a formula set forth in
such agreement, or that one shall pay to the other any net amount due under such agreement.

“Interest Support Payments” means the payments required to be made by the City
pursuant to Section 4.02 of the Support Agreement.

“Liquidity Facility” means a letter of credit, surety bond, loan agreement, Standby
Purchase Agreement, line of credit or other agreement or arrangement pursuant to which money may be
obtained upon the terms and conditions contained therein for the purchase or redemption of Option Bonds
tendered for purchase or redemption in accordance with the terms of the Indenture and of the
Supplemental Indenture authorizing such Bonds, which is issued or provided by:

) a bank, a trust company, a national banking association, an organization
subject to registration with the Board of Governors of the Federal Reserve System under

the Bank Holding Company Act of 1956 or any successor provisions of law;

(i1) a federal branch pursuant to the International Banking Act of 1978 or any
successor provisions of law;
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(iii) a domestic branch or agency of a foreign bank which branch or agency is
duly licensed or authorized to do business under the laws of any state or territory of the
United States of America;

(iv) a savings bank;
(v) a saving and loan association;

(vi) an insurance company or association chartered or organized under the
laws of any state of the United States of America,

(vii)  the Government National Mortgage Association or any successor thereto
or the Federal National Mortgage Association or any successor thereto;

(viii)  an entity affiliated with or which is a subsidiary of any entity described
above or affiliated with or a subsidiary of any registered securities dealer; or

(ix) any other entity approved by the Corporation.

“Maximum Annual Debt Service” means, as of any particular date of calculation and
with respect to any Outstanding Senior Bonds or Subordinate Bonds of a Priority, an amount equal to the
greatest amount required in the then current or any future Fiscal Year to pay the Debt Service on such
Senior Bonds or Subordinate Bonds payable during such Fiscal Year; provided, however, that for
purposes of this definition:

(1) in determining whether there is a Conversion and in making the
calculation required by the Indenture in connection with the issuance of Refunding Bonds
prior to Conversion having occurred, the principal amount of Bonds issued prior to the
Conversion Date will be considered to amortize as required by the provisions of the
Indenture described below under the heading “Amortization after Conversion Date”
assuming that the Conversion Date is the date on which such determination or calculation
1s made;

(i1) the Accreted Value of a Capital Appreciation Bond and the Appreciated
Value of a Deferred Income Bond becoming due at maturity or through a mandatory
Sinking Fund Installment shall be included in the calculations of interest and principal
payable during the Fiscal Year in which such Capital Appreciation Bond or Deferred
Income Bond matures or in which such Sinking Fund Installment is due;

(iii)  the principal of an Option Bond Outstanding during any Fiscal Year shall
be included only in the years and in the respective principal amounts due on the dates on
which Sinking Fund Installments are due and on the stated maturity date thereof;

(iv) it shall be assumed that a Variable Interest Rate Bond, prior to its
conversion to bear interest at a fixed rate to its maturity, bears interest during any Fiscal
Year at the lesser of:

1) a fixed rate of interest equal to that rate, as determined
by an Authorized Officer of the Corporation, on a Business Day not more than
twenty (20) days prior to the date of initial issuance of such Variable Interest
Rate Bond, that such Variable Interest Rate Bond would have had to bear to be
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marketed at par on such date as a fixed rate obligation maturing on the maturity
date of such Variable Interest Rate Bond; and

2) if the Corporation has in connection with such Variable
Interest Rate Bond entered into (A) an Interest Rate Exchange Agreement which
provides that the Corporation is to pay to another person an amount determined
based upon a fixed rate of interest on the Outstanding principal amount of the
Variable Interest Rate Bonds to which such agreement relates and the
Counterparty pays with respect to a like principal amount a variable rate expected
to be reasonably equivalent to the variable rate of interest on such Bonds, or (B)
an Hedge Agreement in the nature of an interest rate cap or collar, then either the
interest fixed rate set forth in or determined in accordance with such Interest Rate
Exchange Agreement or the maximum rate set forth in such Hedge Agreement,
as applicable; and

(V) the principal and Sinking Fund Installments of and interest on Funded
Bonds shall be excluded from such calculation.

“Maximum Interest Rate” means, with respect to any particular Variable Interest Rate
Bond, the numerical rate of interest, if any, established as the maximum rate at which such Variable
Interest Rate Bond may bear interest at any time.

“Minimum Interest Rate” means, with respect to any particular Variable Interest Rate
Bond, a numerical rate of interest, if any, established as the minimum rate at which such Variable Interest
Rate Bond may bear interest at any time.

“Moody’s” means Moody’s Investors Service and its successors and assigns; provided,
however, that references in the Indenture to Moody’s shall be effective so long as Moody’s is a Rating
Service.

“MTA” means any of the Metropolitan Transportation Authority, the Triborough Bridge
and Tunnel Authority and the Long Island Rail Road Company, and any of their successors or assigns.

“MTA Agreement” means the Rail Yards Agreement, dated as of September 28, 2006,
among Metropolitan Transportation Authority, Triborough Bridge and Tunnel Authority, The Long Island
Rail Road Company and the City.

“Net Recurring Revenues” means, as of any particular date of calculation and (i) when
used in connection with any prior Fiscal Year, the amount of PILOT Payments and Tax Equivalency
Payments paid during such prior Fiscal Year, less the lesser of the Operating Cap and the actual
Corporation Expenses for such Fiscal Year, and (ii) when used in connection with any then current or
future Fiscal Year, the Projected Recurring Revenues for such Fiscal Year less the Operating Cap for such
Fiscal Year, assuming there are not Tax Obligations payable during such Fiscal Year.

“New Development” means the construction of a building or other improvement within
the Project Area for residential, commercial or other use or uses, or the “Substantial Rehabilitation,” as
such term is defined in the Support Agreement, of an existing building or improvement within the Project
Area, in each case evidenced by the issuance of a temporary or permanent certificate of occupancy on or
after January 19, 2005.
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“NYC IDA” means New York City Industrial Development Agency, a corporate
governmental agency constituting a body corporate and politic and a public benefit corporation of the
State of New York, and its successors and assigns.

“Operating Cap” means the sum of (i) during the Fiscal Year ending June 30, 2007, one
million dollars ($1,000,000) and, during each Fiscal Year thereafter, an amount equal to one hundred
three percent (103%) of the Operating Cap for the prior Fiscal Year, plus Tax Obligations the Corporation
estimates to be payable during such Fiscal Year or to be reserved for estimated payments to be payable in
subsequent fiscal years.

“Opinion of Bond Counsel” means, when used in reference to any act, an opinion to the
effect that such act is authorized or permitted by the Indenture and will not adversely affect the exclusion
of interest on any Tax Exempt Bond from the gross income of the Holder thereof for purposes of federal
income taxation.

“Option Bond” means any Senior Bond or Subordinate Bond which by its terms may be
tendered by and at the option of the owner thereof for purchase or redemption by the Corporation prior to
the stated maturity thereof, or the maturity of which may be extended by and at the option of the owner
thereof.

“Outstanding”, when used in reference to Bonds, means, as of a particular date, all
Bonds authenticated and delivered under the Indenture and under any applicable Supplemental Indenture
and all Parity Reimbursement Obligations except:

(1) any Bond cancelled by the Trustee at or before such date;

(i1) any Bond deemed to have been paid in accordance with the provisions of
the Indenture described below under the heading “Defeasance”;

(iii) any Bond paid pursuant to the Indenture or any Bond in lieu of or in
substitution for which another Bond shall have been authenticated and delivered pursuant
to the Indenture;

(iv) Option Bonds tendered or deemed tendered in accordance with the
provisions of the Supplemental Indenture authorizing such Bonds on the applicable
adjustment or conversion date, if interest thereon shall have been paid through such
applicable date and the purchase price thereof shall have been paid or amounts are
available for such payment as provided in the Indenture and in the Supplemental
Indenture authorizing such Bonds; and

V) Parity Reimbursement Obligations arising out of a Credit Facility if and
to the extent that such Parity Reimbursement Obligations are evidenced by Bonds to
which the Credit Facility relates and such Bonds are registered in the name of the
Provider thereof or its nominee.

“Parity Reimbursement Obligation” means an obligation of the Corporation to pay or
reimburse the Provider of a Credit Facility or Liquidity Facility for amounts paid thereunder, including
interest thereon, whether or not such obligation is evidenced by a note, bond or similar instrument, but
which is secured by a security interest in, pledge of and lien on the Trust Estate on a parity with the lien
created by the Indenture for the payment of the Bonds of the Priority to which such Credit Facility or
Liquidity Facility relates.
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“Paying Agent” means, with respect to the Bonds of any Series, the Trustee and any
other bank or trust company and its successor or successors, appointed pursuant to the provisions of the
Indenture or of a Supplemental Indenture or any other Indenture of the Corporation adopted prior to
authentication and delivery of the Series of Bonds for which such Paying Agent or Paying Agents shall be
so appointed.

“Payment Default” means, as of any particular date of determination and so long as any
Senior Bonds are Outstanding, an event of default described in clause (a) of the section below entitled
“Events of Default”, and, if no Senior Bonds are Outstanding, an event of default described in clause (b)
of the section below entitled “Events of Default”.

“PILOMRT Payments” means payments made in lieu of any mortgage recording taxes
(i) made pursuant to a PILOT Agreement, (ii) made to the Corporation pursuant to the MTA Agreement
or (iii) made to the Corporation on or after the date of issuance of the Initial Bonds in connection with
New Developments in the Project Area by any of (A) the New York State Urban Development
Corporation doing business as the Empire State Development Corporation, or any of its subsidiaries, and
(B) the Port Authority of New York and New Jersey.

“PILOT Agreement” means, each and singularly, an agreement entered into on or after
January 1, 2006 (i) by and between the NYC IDA and another party pursuant to Section 858(15) of the
General Municipal Law, pursuant to which, inter alia, such person agrees to make payments to the NYC
IDA in lieu of the payment of ad valorem real property taxes to the City in connection with property
located in the Project Area, (ii) by and between the MTA and another person pursuant to which, inter
alia, such person agrees to make payments in lieu of the payment of ad valorem real property taxes to the
MTA or the City in connection with property located in the Project Area, which payments are payable to
the Corporation pursuant to the MTA Agreement, and (iii) by and between New York State Urban
Development Corporation, doing business as the Empire State Development Corporation, The Port
Authority of the States of New York and New Jersey or any other governmental entity, or any of their
subsidiaries, and another person pursuant to which, inter alia, such person agrees to make payments in
lieu of the payment of ad valorem real property taxes to the governmental party thereto or the City in
connection with property located in the Project Area, which payments are payable to the Corporation.

“PILOT Payments” means payments in lieu of ad valorem real property taxes made
pursuant to a PILOT Agreement.

“Pledged Funds” means the Revenue Fund, the Construction Fund, the Debt Service
Fund, the Debt Service Reserve Fund and the Surplus Fund, each and every account and subaccount in
any such fund, and any fund or account established pursuant to a Supplemental Indenture therein
designated as a Pledged Fund.

“Priority” means, when used in connection with any Bond, the relative rank or right of
payment of such Bond out of the Revenues and the Trust Estate as shall be set forth in the Supplemental
Indenture authorizing such Bond; provided, however, that a Senior Bond shall rank and have a right of
payment equal with all other Senior Bonds and no Bond shall rank or have a right of payment that is
equal or prior to the Senior Bonds.

“Project” means, collectively, the Public Amenities and the Subway Extension, as more

particularly described in Exhibit B annexed to the Indenture and the acquisition of an interest in the
TDRs.
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“Project Account” means the account within the Construction Fund so designated,
created and established pursuant to the provisions of the Indenture described below under the heading
“Establishment of Funds and Accounts”.

“Project Area” means the geographic area within the City in the Borough of Manhattan
referred to as the “Hudson Yards Financing District” in Resolution Number 547 of 2006 of the City
City’s Council.

“Project Cost Requisition” means a requisition signed by an Authorized Officer of the
Corporation and an appropriate officer of HYDC, substantially in the form annexed to the Indenture as
Exhibit A, stating with respect to each payment to be made to any person, (i) the names of the payees, (ii)
the purpose for which payment is to be made in terms sufficient for identification, (iii) the respective
amount of each such payment and (iv) that such purpose constitutes a proper purpose for which money in
the Construction Fund may be applied and has not been the basis of any previous withdrawal from the
Construction Fund.

“Project Costs” means costs and expenses or the refinancing of costs and expenses
incurred in connection with the Project, including, but not limited to, (i) costs and expenses of the
acquisition of the title to or other interest in real property, including easements, rights—of-way and
licenses, (ii) costs and expenses incurred for labor and materials and payments to contractors, builders and
material men, for the acquisition, construction, reconstruction, rehabilitation, repair and improvement of
the Project, (iii) the cost of surety bonds and insurance of all kinds, including premiums and other charges
in connection with obtaining title insurance, that may be required or necessary prior to completion of the
Project, which is not paid by a contractor or otherwise provided for, (iv) the costs and expenses for
design, test borings, surveys, estimates, plans and specifications and preliminary investigations therefor,
and for supervising the Project, (v) costs and expenses required for the acquisition and installation of
equipment or machinery, (vi) all other costs which the City, HYDC or the Corporation shall be required
to pay or cause to be paid for the acquisition, construction, reconstruction, rehabilitation, repair,
improvement and equipping of the Project, (vii) any sums required to reimburse any person for advances
made by them for any of the above items or for other costs incurred and for work done by them in
connection with the Project, (viii) costs and expenses of HYDC, including but not limited to, in
connection with the performance of its duties under the Support Agreement and its activities to facilitate
other development of the Project Area, and (xi) fees, expenses and liabilities of the Corporation incurred
in connection with the Project, including but not limited to litigation expenses, judgments, settlements and
compromises, and in connection with any other agreement of the City, HYDC or the Corporation
ancillary to the Project.

“Projected Recurring Revenues” means, as of any particular date of calculation and for
any Fiscal Year (i) the lower of (A) the stated PILOT Payments scheduled to be paid under each PILOT
Agreement during such Fiscal Year and (B) the ad valorem real property taxes for the property subject to
a PILOT Agreement that would have been payable during the Fiscal Year immediately preceding the
Fiscal Year of calculation but for the PILOT Agreement, plus (ii) the Tax Equivalency Payments paid by
the City during the Fiscal Year immediately preceding the date of calculation.

“Provider” means the provider or issuer of a Credit Facility or a Liquidity Facility and
its successors and assigns.

“Provider Payments” means the amount, certified by a Provider to the Trustee, as
payable to such Provider on account of amounts advanced by it under a Credit Facility, Liquidity Facility
or Reserve Fund Facility, including interest on amounts advanced and fees and charges with respect
thereto.



“Public Amenities” means the work or improvement so designated and more particularly
defined in Exhibit B annexed to the Indenture.

“Rating Confirmation” means the written confirmation of each Rating Service to the
effect that the rating assigned, without regard to any Credit Facility, to each of the Bonds rated by such
Rating Service will remain unchanged and will not be withdrawn, suspended or reduced as a consequence
of some act or occurrence.

“Rating Service” means as of any particular date of determination each of Fitch,
Moody’s and S&P, or their respective successors, which then has a rating on Outstanding Bonds assigned
at the request of the Corporation.

“Record Date” means, when used in relation to the Bonds of a Series, the date specified
as the record date for such Bonds in the Supplemental Indenture authorizing such Bonds.

“Redemption Account” means the account within the Debt Service Fund so designated,
created and established pursuant to the provisions of the Indenture described below under the heading
“Establishment of Funds and Accounts”.

“Redemption Price” when used with respect to a Bond means the principal amount of
such Bond plus the applicable premium, if any, payable upon redemption prior to maturity thereof
pursuant to the Indenture or to the applicable Supplemental Indenture.

“Refunding Bond” means any Bond issued pursuant to the Indenture to pay or provide
for the payment of Bonds.

“Remarketing Agent” means the person appointed by or pursuant to a Supplemental
Indenture authorizing the issuance of Option Bonds to remarket such Option Bonds tendered or deemed
to have been tendered for purchase in accordance with such Supplemental Indenture.

“Remarketing Agreement” means, with respect to Option Bonds of a Series, an
agreement between the Corporation and the Remarketing Agent relating to the remarketing of such
Bonds.

“Reserved Rights” means, when used with respect to any Agreement to which the
Corporation is a party or that has been assigned to it that is a part of the Trust Estate, any right or
privilege thereunder to give notices, consents or approvals, to agree to amendments, modifications or
supplements thereto, to enforce the obligations of any other party thereto, and any agreement by another
party thereto to indemnify the Corporation or to hold it harmless, but in all such cases subject to the
limitations or conditions expressly imposed thereon by the Indenture.

“Revenue Fund” means the fund so designated, created and established pursuant to the
provisions of the Indenture described herein under the heading “Establishment of Funds and Accounts”.

“Revenues” means, when used in connection with any Fiscal Year, all amounts received
by the Corporation during such Fiscal Year from (i) PILOT Payments, (ii)) PILOMRT Payments, (iii) Tax
Equivalency Payments, (iv) DIB Payments, (v) Interest Support Payments, (vi) the sale or other transfer
of the TDRs or the air rights or development rights appurtenant to other real property located within the
Project Area, in each case after deduction therefrom of the costs incurred in connection with such sale or
transfer and any amounts required to be applied as a consequence of such sale or transfer to the purchase,
redemption or defeasance of Bonds in order to maintain the tax—exempt status of interest on any Tax
Exempt Bonds, (vii) rentals, if any, paid to the Corporation, (viii) Termination Payments received by the
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Corporation, and (ix) proceeds of (A) any foreclosure sale, (B) exercise of an owners right of redemption
or (C) any other sale or disposition by the Corporation, in each case, of property subject to a PILOT
Mortgage or that has been acquired by the Corporation upon or in lieu of the foreclosure of such PILOT
Mortgage.

“S&P” means Standard & Poor’s Rating Services and its successors and assigns;
provided, however, that references in the Indenture to S&P shall be effective so long as S&P is a Rating
Service.

“Senior Bond” means any Bond so designed in the Supplemental Indenture authorizing
issuance of such Bond, which, whether or not so stated in the Supplemental Indenture authorizing such
Senior Bond, shall be of equal Priority with all other Senior Bonds and shall have a Priority over all
Subordinate Bonds.

“Senior Bond Account” means the account within the Debt Service Fund so designated,
created and established pursuant to the provisions of the Indenture described herein under the heading
“Establishment of Funds and Accounts”.

“Serial Bond” means any Bond so designated in the Supplemental Indenture authorizing
issuance of such Bond.

“Series” means all of the Bonds authenticated and delivered on original issuance and
pursuant to the Indenture and to the Supplemental Indenture authorizing such Bonds as a separate Series
of Bonds, and any Bonds thereafter authenticated and delivered in lieu of or in substitution for such
Bonds pursuant to the indenture, regardless of variations in maturity, interest rate, Sinking Fund
Installments or other provisions.

“Sinking Fund Installment” means, as of any date of calculation, the amount of money
required to be paid on a single future date for the retirement of a Term Bond that matures after said future
date, but does not include any amount payable by the Corporation by reason only of the maturity of such
Term Bond.

“Standby Purchase Agreement” means an agreement by and between the Corporation
and another person, pursuant to which such person is obligated to purchase an Option Bond tendered for
purchase and not remarketed to another purchaser.

“Subordinate Bond” means any Bond so designated in the Supplemental Indenture
authorizing issuance of such Bond.

“Subordinate Bond Account” means the account within the Debt Service Fund so
designated, created and established pursuant to the provisions of the Indenture described herein under the
heading “Establishment of Funds and Accounts”.

“Substantial Completion” means, (i) when used in connection with the Subway
Extension or the Public Amenities, as more particularly described in Exhibit B annexed to the Indenture,
that HYDC has certified to the Corporation and the City that all of the following shall have occurred:

(a) copies of all temporary or permanent certificates of occupancy required in
connection therewith, if any, have been delivered to HYDC;

(b) all work required by the plans and specification and construction documents,
including but not limited to required commissioning, has been completed, except for minor or



insubstantial details of construction, decoration, mechanical adjustment (including without limitation
testing of mechanical systems and associated commissioning work) or installation; provided, however,
that, with respect to mechanical systems,, an item is minor or insubstantial if it does not interfere with the
ability of such system to meet the performance criteria set forth in the construction documents; and

(©) any work remaining to be done shall be of a nature as will not materially interfere
with the normal use and occupancy for its intended purpose; and

(i1) when used in connection with the TDRs, that the Corporation has fully
paid the purchase price therefore as certified to the Trustee by the Corporation; and

(i1) when used in connection with the Project, that the Corporation has
received the foregoing certifications with respect to the Subway Extension and the Public
Amenities and has certified the Substantial Completion of the TDRs.

“Subway Extension” means the work or improvements so designated and more
particularly described in Exhibit B annexed to the Indenture.

“Supplemental Indenture” means any Indenture of the Corporation amending or
supplementing the Indenture or any prior Supplemental Indenture executed and becoming effective in
accordance with the terms and provisions of the Indenture.

“Support Agreement” means the Hudson Yards Support and Development Agreement,
dated as of December 1, 2006, by and among the City, HYDC and the Corporation, as from time to time
amended and supplemented in accordance therewith and with the Indenture.

“Supported Bonds” means Bonds that, pursuant to the Support Agreement, the City is
obligated to make Interest Support Payments in connection with the interest payable thereon, which shall
include (i) the Outstanding Senior Bonds issued prior to the Conversion Date and (ii) the Outstanding
Senior Bonds issued after the Conversion Date and the Outstanding Subordinate Bonds whenever issued
designated as Supported Bonds in the Supplemental Indenture authorizing the issuance of such Senior
Bonds or Subordinate Bonds.

“Tax Equivalency Payments” means the payments required to be made by the City
pursuant to Section 4.01 of the Support Agreement.

“Tax Exempt Bond” means any Bond as to which Bond Counsel has rendered an
opinion to the effect that interest on it is excluded from gross income for purposes of federal income
taxation.

“Tax Obligations” means for any Fiscal Year the amount required by the Code to be
paid by the Corporation during such Fiscal Year to the United States of America as rebate payments, yield
reduction payments, penalties and interest.

“Term Bond” means a Bond so designated and payable from Sinking Fund Installments.

“Termination Payment” means any payment required to be made upon and solely as a
consequence of the termination of a Hedge Agreement.

“TDRs” means the transferable development rights appurtenant to the property within
the Project Area designated as the “Eastern Rail Yards,” as defined in the MTA Agreement, in which the
Corporation is to purchase an interest pursuant to the MTA Agreement.



“TFA” means New York City Transitional Finance Authority, a public benefit
corporation of the State of New York, and its successors and assigns.

“TFA Funding Agreement” means an agreement by and between the Corporation and
the TFA to be entered after the date of the Indenture substantially in the form annexed to the Indenture, as
from time to time amended and supplemented in accordance therewith and with the Indenture.

“TFA Proceeds” means the proceeds of the Corporation’s promissory notes purchased
by TFA pursuant to the TFA Funding Agreement.

“TFA Proceeds Account” means the account within the Debt Service Fund so
designated, created and established pursuant to the provisions of the Indenture described herein under the
heading “Establishment of Funds and Accounts”.

“TFA Supported Bonds” means any Subordinate Bond so designated in the
Supplemental Indenture authorizing issuance of such Subordinate Bond.

“Trust Estate” has the meaning given to such term in the granting clause of the
Indenture.

“Trustee” means U.S. Bank, National Association appointed as Trustee for the Bonds
pursuant to the Indenture and having the duties, responsibilities and rights provided for in the Indenture,
and its successor or successors and any other bank or trust company which may at any time be substituted
in its place pursuant to the Indenture.

“UTEP-Hudson Yards” has the meaning given to such term in the IDA Assignment
Agreement.

“Valuation Date” means (i) with respect to any Capital Appreciation Bond, the date or
dates set forth in the Supplemental Indenture authorizing such Bond on which specific Accreted Values
are assigned to such Capital Appreciation Bond, and (ii) with respect to any Deferred Income Bond, the
date or dates prior to the Interest Commencement Date set forth in the Supplemental Indenture
authorizing such Bond on which specific Appreciated Values are assigned to such Deferred Income Bond.

“Variable Interest Rate” means the rate or rates of interest to be borne by a Senior Bond
or Subordinate Bond which is or may be varied from time to time in accordance with the method of
determining such interest rate or rates established for such Bond; provided, however, that such variable
interest rate may be subject to a Maximum Interest Rate and a Minimum Interest Rate and that there may
be an initial rate specified, in each case as provided in such Supplemental Indenture.

“Variable Interest Rate Bond” means any Senior Bond or Subordinate Bond that bears
a Variable Interest Rate; provided, however, that from and after the date on which the interest rate on such
Senior Bond or Subordinate Bond shall have been fixed for the remainder of the term thereof, such Senior
Bond or Subordinate Bond shall no longer be a Variable Interest Rate Bond.

(Indenture Section 1.01)
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Summary of Certain Provisions of the Indenture

The following is a summary of certain provisions of the Indenture. Such summary does
not purport to be complete and reference is made to the Indenture for full and complete statements of such
and all provisions.

Granting Clause

In order to secure the payment of the principal and Redemption Price of and interest on
the Bonds and the performance and observance of all of the covenants and conditions contained in the
Indenture or in the Bonds, the Corporation has executed and delivered the Indenture and has conveyed,
granted, assigned, transferred, pledged, set over and confirmed and granted a security interest in, to the
Trustee, its successor or successors and its or their assigns forever, with power of sale, all and singular,
the following real and personal property (such property sometimes referred to as the “Trust Estate”):

6)] All right, title and interest of the Corporation in, to and under the
IDA Assignment Agreement, the DIB Assignment Agreement, the PILOT Agreements
now existing and hereafter entered into, the PILOT Mortgages now existing and hereafter
entered into, the MTA Agreement and the Support Agreement, including, without
limitation, the present and continuing right to make claim for, collect and receive the
payments thereunder and the right to bring actions and proceedings for the enforcement
thereof;

(i1) All right title and interest of the Corporation in, to and under the
Revenues, including, without limitation, the present and continuing right to make claim
for, collect and receive the Revenues, and the right to bring actions and proceedings for
the enforcement thereof;

(iii) Except as otherwise expressly provided in the Indenture, all of the
Corporation’s right, title and interest in money and securities on deposit with the Trustee
in the Pledged Funds; provided, however, that the priority in which such money and
securities are applied to the repayment of the Bonds shall be as expressly specified in the
Indenture; and

(iv) Any and all other property of every kind and nature from time to
time hereafter, by delivery or by writing of any kind, conveyed, pledged, assigned or
transferred to the Trustee as and for additional security under the Indenture by the
Corporation or by any person on behalf of the Corporation, including without limitation
the money and securities of the Corporation held by the Trustee as security for the Bonds;

to have and to hold, all and singular, the properties and the rights and privileges conveyed by the
Indenture, assigned and pledged by the Corporation or intended so to be, to the Trustee and its successors
and assigns forever, in trust, nevertheless, with power of sale and for the benefit and security of each and
every owner of the Bonds issued and to be issued under the Indenture, without preference, priority or
distinction as to participation in the lien, benefit and protection of the Indenture of one Bond of a Priority
over or from the others Bonds of such Priority, by reason of date or order of issuance or negotiation or
maturity thereof, or for any other reason whatsoever, except as otherwise expressly provided in the
Indenture, so that each of such Bonds of such Priority shall have the same right, lien and privilege under
the Indenture and shall be equally secured by the Indenture with the same effect as if the same shall have
been made, issued and negotiated simultaneously with the delivery of the Indenture and were expressed to
mature on one and the same date; subject to, so long as no Payment Default shall have occurred and be
continuing, the Reserved Rights of the Corporation.
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If the Corporation or its successors or assigns shall pay or cause to be paid the principal
of such Bonds with interest, according to the provisions set forth in the Bonds and each of them or shall
provide for the payment of such Bonds by depositing or causing to be deposited with the Trustee the
entire amount of funds or securities requisite for payment thereof, when and as authorized by the
provisions of Indenture described below under the heading “Defeasance”, and shall also pay or cause to
be paid all other sums payable under the Indenture by the Corporation, then these presents and the estate
and rights granted by the Indenture shall cease, determine and become void, and the Trustee, on payment
of its lawful charges and disbursements then unpaid, on demand of the Corporation and upon the payment
of the cost and expenses thereof, shall duly execute, acknowledge and deliver to the Corporation such
instruments of satisfaction or release as may be specified by the Corporation as necessary or proper to
discharge the Indenture, including, if appropriate, any required discharge of record, and if necessary shall
grant, reassign and deliver to the Corporation, its successors or assigns, all and singular the property,
rights, privileges and interest by it granted, conveyed and assigned by the Indenture, and all substitutes
therefor, or any part thereof, not previously disposed of or released as provided in the Indenture;
otherwise the Indenture shall be and remain in full force.

Authorization of Bonds

Bonds of the Corporation to be designated as “Hudson Yards Revenue Bonds” are
authorized pursuant to the Indenture and the Indenture creates a continuing pledge and lien to secure the
payment of the principal and Redemption Price of and interest on all Outstanding Bonds. The Bonds will
be special obligations of the Corporation payable solely from the Trust Estate in the manner more
particularly described in the Indenture. The aggregate principal amount of Bonds which may be
executed, authenticated and delivered is not limited except as provided by the Indenture.

(Indenture Section 2.01)
Issuance of Bonds and Additional Bonds

The issuance of Bonds shall be authorized by a Supplemental Indenture or Supplemental
Indentures. The Bonds will be executed by the Corporation and delivered to the Trustee. The
Corporation shall, in addition to other requirements of the Indenture deliver to the Trustee: a copy of the
Indenture and the Supplemental Indenture authorizing such Bonds, certified by an Authorized Officer of
the Corporation; a copy of each of the IDA Assignment Agreement, the DIB Assignment Agreement,
each PILOT Agreement and PILOT Mortgage theretofore assigned to the Corporation, the Support
Agreement and the MTA Agreement, in each case certified by an Authorized Officer of the Corporation;
if a Credit Facility or Liquidity Facility is to be provided in connection with the issuance of the Bonds of
such Series, such Credit Facility or Liquidity Facility; except in the case of Senior Bonds that are
Refunding Bonds issued pursuant to the Indenture as described below under the heading “Refunding
Bonds”, if such Bonds are Senior Bonds to be issued prior to the Conversion Date, a certificate of an
Authorized Officer of the Corporation to the effect that the principal amount of all Senior Bonds issued
pursuant to this section, after giving effect to issuance of the Senior Bonds then to be issued, does not
exceed three billion five hundred million dollars ($3,500,000,000). If such Bonds are Supported Bonds, a
certificate of an Authorized Officer of the Corporation to the effect that the issuance thereof complies
with the provisions of the Indenture regarding limitations on Bonds. If such Bonds are TFA Supported
Bonds, a copy of the TFA Funding Agreement certified by an Authorized Officer of the Corporation and
a certificate of an Authorized Officer of the Corporation to the effect that, after giving effect to issuance
of such Bonds, the principal amount of all Outstanding TFA Supported Bonds does not exceed the
Available TFA Commitment; except in the case of Refunding Bonds issued pursuant to Bonds issued
pursuant to this section prior to the Conversion Date, a certificate of an Authorized Officer of the
Corporation (i) setting forth (A) the Net Recurring Revenues for the immediately preceding Fiscal Year
for which audited financial statements of the Corporation are available, (B) the Debt Service paid during
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such Fiscal Year on Senior Bonds and (C) the Debt Service paid during such Fiscal Year on all Bonds,
and (ii) a statement to the effect that the amount set forth in (A) is at least (x) equal to one hundred
twenty—five percent (125%) of the amount set forth in (B) and (y) equal to one hundred five percent
(105%) of the amount set forth in (C); except in the case of Refunding Bonds issued pursuant to the
Indenture and Bonds issued pursuant to this section prior to the Conversion Date, a certificate of an
Authorized Officer of the Corporation (i) setting forth (A) the Net Recurring Revenues for the Fiscal Year
during which such Bonds are issued and for each succeeding Fiscal Year during which Bonds will be
Outstanding after giving effect to the issuance of such Bonds, (B) the Maximum Annual Debt Service
calculated only with respect to Senior Bonds after giving effect to the issuance of the Senior Bond then to
be issued, and (C) the Maximum Annual Debt Service calculated only with respect to all Outstanding
Bonds after giving effect to the issuance of the Subordinate Bonds then to be issued, and (ii) a statement
to the effect that the amount set forth in (A) for each Fiscal Year is at least (x) equal to one hundred
twenty—five percent (125%) of the amount set forth in (B) and (y) equal to one hundred five percent
(105%) of the amount set forth in (C); a written order as to the delivery of such Bonds, signed by an
Authorized Officer of the Corporation, describing the Bonds to be delivered, designating the purchaser or
purchasers to whom such Bonds are to be delivered and stating the consideration for such Bonds; to the
effect that (1) the Corporation is not, and, as a result of the issuance of such Bonds, shall not be, in default
in the performance of any of the covenants, conditions, agreements or provisions contained in the
Indenture; provided, however, that such certificate shall not be required if after issuance thereof the
Corporation shall no longer be in default in the performance of any of the covenants, conditions,
agreements or provisions contained in the Indenture; and (2) no default under any Agreement to which it
is a party will be continuing; a certificate of an Authorized Officer of the City to the effect that it is not in
default under any Agreement to which it is a party; a certificate of an officer of the NYC IDA to the effect
that it is not in default under the IDA Assignment Agreement; and an opinion of Bond Counsel to the
effect that, in the opinion of Bond Counsel, the Indenture and the applicable Supplemental Indenture
authorizing the Series of Bonds have been duly and lawfully authorized, executed and delivered by the
Corporation; that the Indenture and the applicable Supplemental Indenture are in full force and effect and
are valid and binding upon the Corporation and enforceable in accordance with their terms; that the
Indenture creates the valid pledge and the valid lien upon the Revenues which it purports to create,
subject only to the provisions of the Indenture permitting the withdrawal, payment, setting apart or
appropriation thereof for the purposes and on the terms and conditions set forth in the Indenture and each
applicable Supplemental Indenture; and that the Corporation is duly authorized and entitled to issue such
Series of Bonds and, upon the execution and delivery thereof and upon authentication by the Trustee,
such Series of Bonds will be duly and validly issued and will constitute valid and binding special
obligations of the Corporation entitled to the benefits of the Indenture; provided, however, that such
opinion may be qualified to the extent that enforceability of rights and remedies may be limited by
bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ rights generally or
as to the availability of any particular remedy.

(Indenture Section 2.02)
Additional Indebtedness

The Corporation reserves the right to incur Subordinated Indebtedness pursuant to other
and separate indentures or agreements of the Corporation, so long as the same is not, except as provided

in the Indenture, entitled to a charge or lien on or right in the Trust Estate.

(Indenture Section 2.06)
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Authorization of Redemption

Bonds subject to redemption prior to maturity pursuant to the Indenture or to a
Supplemental Indenture shall be redeemable, in accordance with the Indenture, at such times, at such
Redemption Prices and upon such terms as may otherwise be specified in the Indenture or in the
Supplemental Indenture authorizing such Series.

(Indenture Section 4.01)
Redemption at the Election of the Corporation

In the case of any redemption of Bonds other than as provided in the provisions of the
Indenture described herein under the heading “Redemption Other than at Corporation’s Election”, the
Corporation shall give written notice to the Trustee of its election to redeem, of the Series and of the
principal amounts of the Bonds of each maturity of such Series to be redeemed. Such notice shall be
given not less than forty—five (45) days prior to the redemption date or such lesser number of days as the
Trustee may approve. The Series, maturities and principal amounts thereof to be so redeemed shall be
determined by the Corporation in its sole discretion, subject to any limitations with respect thereto
contained in the Indenture or in the Supplemental Indenture authorizing such Series. The Corporation
shall pay to the Trustee on or prior to the redemption date an amount which, in addition to other amounts
available therefor held by the Trustee, is sufficient to redeem on the redemption date at the Redemption
Price thereof, together with interest accrued and unpaid thereon to the redemption date, all of the Bonds to
be so redeemed.

(Indenture Section 4.02)
Redemption Other Than at Corporation’s Election

Whenever by the terms of the Indenture Bonds are required to be redeemed pursuant to
the provisions of the Indenture described herein under the heading “Redemption Account” or through the
application of mandatory Sinking Fund Installments or otherwise as provided in the Supplemental
Indenture authorizing such Bonds, the Trustee shall select the particular Bonds of the Series and
maturities to be redeemed in the manner provided in the provisions of the Indenture described herein
under the heading “Selection of Bonds to be Redeemed”, give the notice of redemption and pay out of
money available therefor the Redemption Price thereof, together with interest accrued and unpaid thereon
to the redemption date, to the appropriate Paying Agents in accordance with the terms of Article IV of the
Indenture.

(Indenture Section 4.03)
Selection of Bonds to be Redeemed

Unless otherwise provided in the Supplemental Indenture authorizing the issuance of
Bonds of a Series, in the event of redemption of less than all of the Outstanding Bonds of like Series,
maturity and tenor, the Trustee shall assign to each Outstanding Bond of the Series, maturity and tenor to
be redeemed a distinctive number for each unit of the principal amount of such Bond equal to the lowest
denomination in which the Bonds of such Series are authorized to be issued and shall select by lot, using
such method of selection as it shall deem proper in its discretion, from the numbers assigned to such
Bonds as many numbers as, at such unit amount equal to the lowest denomination in which the Bonds of
such Series are authorized to be issued for each number, shall equal the principal amount of such Bonds
to be redeemed. In making such selections the Trustee may draw the Bonds by lot (i) individually or (ii)
by one or more groups, the grouping for the purpose of such drawing to be by serial numbers (or, in the
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case of Bonds of a denomination of more than the lowest denomination in which the Bonds of such Series
are authorized to be issued, by the numbers assigned thereto as provided in this section) which end in the
same digit or in the same two digits. In case, upon any drawing by groups, the total principal amount of
Bonds drawn shall exceed the amount to be redeemed, the excess may be deducted from any group or
groups so drawn in such manner as the Trustee may determine. The Trustee may in its discretion assign
numbers to aliquot portions of Bonds and select part of any Bond for redemption. The Bonds to be
redeemed shall be the Bonds to which were assigned numbers so selected; provided, however, that only
so much of the principal amount of each such Bond of a denomination of more than the lowest
denomination in which the Bonds of such Series are authorized to be issued shall be redeemed as shall
equal the lowest denomination in which the Bonds of such Series are authorized to be issued for each
number assigned to it and so selected.

For purposes of this section, the lowest denomination in which a Capital Appreciation
Bond is authorized to be issued shall be the lowest Accreted Value authorized to be due at maturity on
such Bonds, and the lowest denomination in which a Deferred Income Bond is authorized to be issued
shall be the lowest Appreciated Value on the Interest Commencement Date authorized for such Bonds.

(Indenture Section 4.04)
Notice of Redemption

Whenever Bonds are to be redeemed, the Trustee shall give notice of the redemption of
the Bonds in the name of the Corporation which notice shall specify: (i) the Bonds to be redeemed which
shall be identified by the designation of the Bonds given in accordance with the provisions of the
Indenture described herein under the heading “Authorization of Bonds”, the maturity dates and interest
rates of the Bonds to be redeemed and the date such Bonds were issued; (ii) the numbers and other
distinguishing marks of the Bonds to be redeemed, including CUSIP numbers; (iii) the redemption date;
(iv) the Redemption Price; (v) with respect to each such Bond, the principal amount thereof to be
redeemed; (vi) that, except in the case of Book Entry Bonds, such Bonds will be redeemed at the principal
corporate trust office of the Trustee giving the address thereof and the telephone number of the Trustee to
which inquiries may be directed; (vii) that no representation is made as to the correctness of the CUSIP
number either as printed on the Bonds or as contained in such notice and that an error in a CUSIP number
as printed on a Bond or as contained in such notice shall not affect the validity of the proceedings for
redemption; and (viii) if the Corporation’s obligation to redeem the Bonds is subject to conditions, a
statement to that effect and of the conditions to such redemption. Such notice shall further state that, if on
such date all conditions to redemption have been satisfied, there shall become due and payable on such
date upon each Bond to be redeemed the Redemption Price thereof, together with interest accrued and
unpaid thereon to the redemption date, and that, from and after such date, payment having been made or
provided for, interest thereon shall cease to accrue. Such notice shall be given by mailing a copy of such
notice not less than thirty (30) days nor more than sixty (60) days prior to the redemption date or, in the
case of Variable Interest Rate Bonds or Option Bonds, such shorter period as shall be established by the
Supplemental Indenture authorizing such Bonds. Such notice shall be sent by first class mail, postage
prepaid, to the registered owners of the Bonds which are to be redeemed, at their last known addresses, if
any, appearing on the registration books not more than ten (10) Business Days prior to the date such
notice is given. Upon giving such notice, the Trustee shall promptly certify to the Corporation that it has
mailed or caused to be mailed such notice to the Holders of the Bonds to be redeemed in the manner
provided in the Indenture. Such certificate shall be conclusive evidence that such notice was given in the
manner required by the Indenture. The failure of any Holder of a Bond to be redeemed to receive such
notice shall not affect the validity of the proceedings for the redemption of the Bonds.

(Indenture Section 4.05)
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Pledge of Trust Estate

The Corporation, to secure the payment of the principal and Redemption Price of and
interest on the Bonds and performance and observance of all of the covenants and conditions contained in
the Indenture or in the Bonds, has by the Granting Clause of the Indenture conveyed, granted, assigned,
transferred, pledged, set over and confirmed and granted a security interest in and does convey, grant,
assign, transfer, pledge, set over and confirm and grant a security interest in, unto the Trustee, its
successor or successors and its or their assigns forever, with power of sale, the Trust Estate. The Bonds
shall be special obligations of the Corporation payable solely from and secured by a pledge of, lien on and
security interest in the Trust Estate, which pledge, lien and security interest shall constitute a first lien
thereon.

(Indenture Section 5.01)
Establishment of Funds and Accounts

The following funds and separate accounts within funds are established by the Indenture
and shall be held and maintained by the Trustee:

Revenue Fund
Construction Fund, consisting of:

Project Account

Costs of Issuance Account;
Capitalized Interest Account; and
HYDC Expense Account;

Debt Service Fund, consisting of:

Senior Bond Account;
Subordinate Bond Account;
TFA Proceeds Account;

Redemption Account;
Corporation Expense Fund; and
Surplus Fund.

All money at any time deposited in any fund, account or subaccount created and pledged
by the Indenture or by any Supplemental Indenture or required thereby to be created shall be held in trust
for the benefit of the Holders of Bonds, but shall nevertheless be disbursed, allocated and applied solely
for the uses and purposes provided in the Indenture; provided, however, that the money derived from the
remarketing of Option Bonds tendered or deemed to have been tendered for purchase or redemption in
accordance with the Supplemental Indenture authorizing the issuance of such Bonds or derived from a
Liquidity Facility or a Credit Facility relating to such Bonds, and any fund or account established by or
pursuant to such Supplemental Indenture for the payment of the purchase price or Redemption Price of
Option Bonds so tendered or deemed to have been tendered, shall not be held in trust for the benefit of the
Holders of Bonds other than the Holders of such Option Bonds, and such money and each such fund and
account are pledged by the Indenture for the payment of the purchase price or Redemption Price of such
Option Bonds.

(Indenture Section 5.02)
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Application of Bond Proceeds

Upon the receipt of proceeds from the sale of a Series of Bonds, the Corporation shall
apply such proceeds as specified in the Indenture and in the Supplemental Indenture authorizing such
Series.

Unless otherwise specified in the Supplemental Indenture authorizing the issuance of a
Series of Bonds, the accrued interest, if any, received upon the delivery of such Series shall be deposited
in the Senior Bond Account or Subordinate Bond Account, as applicable, of the Debt Service Fund.

(Indenture Section 5.03)
Construction Fund

(a) The Project Account shall consist of the Subway Extension Subaccount, the
Public Amenities Subaccount and the TDRs Purchase Subaccount. In addition, any account or
subaccount within the Construction Fund may contain one or more other accounts and subaccounts as the
Corporation may deem proper. There shall be established a separate account within the Capitalized
Interest Account for each Series of Bonds for which proceeds are to be set aside for payment of
Capitalized Interest thereon. As soon as practicable after the delivery of each Series of Bonds, there shall
be deposited into each account and subaccount within the Construction Fund the amount required to be
deposited therein pursuant to the Supplemental Indenture authorizing such Series, except that Project
Costs consisting of the purchase price for the TDRs payable pursuant to the MTA Agreement shall be
paid in accordance with the direction of the Corporation directly to the person entitled thereto..

(b) Except as otherwise provided in Article V of the Indenture, (i) money in the
Subway Extension Subaccount shall only be used to pay the Project Costs of the Subway Extension and
(i1) money in the Public Amenities Subaccount shall only be used to pay the Project Costs of the Public
Amenities, (iii) money in the TDRs Purchase Subaccount shall only be used to pay the purchase price of
the TDRs at the time, in the amounts and in accordance with the MTA Agreement, (iv) money in the
Costs of Issuance Account shall only be used to pay the Costs of Issuance and (iv) money in the
Capitalized Interest Account shall only be used to pay interest on Outstanding Bonds; provided, however,
that money in the Public Amenities Subaccount may at any time be withdrawn and transferred to the
Subway Extension Subaccount or the HYDC Expense Account and money in the TDRs Purchase
Subaccount may at any time be withdrawn and transferred to the Subway Extension Subaccount or the
Public Amenities Subaccount, in each case in accordance with the written direction of the Corporation.

(©) Except as provided in paragraph (e) of this section, payments from the Project
Account or the Costs of Issuance Account shall be made by the Trustee in accordance with a Project Cost
Requisition. Money in a subaccount within the Capitalized Interest Account shall, on the fourth Business
Day next preceding an Interest Payment Date for the Bonds for which such subaccount has been
established, be transferred by the Trustee to the Senior Bond Account or Subordinate Bond Account of
the Debt Service Fund, as applicable, in such amounts as may be required to pay when due the interest on
such Bonds payable on such Interest Payment Date. Money in the HYDC Expense Account shall be paid
by the Trustee to HYDC in accordance with the direction of the Corporation given or confirmed in
writing.

(d) The income or interest earned on investments held for the credit of the
Construction Fund shall be withdrawn by the Trustee, as received, and deposited, first, in the Senior Bond
Account of the Debt Service Fund until the amount therein is equal to the interest payable on Outstanding
Senior Bonds (other than Funded Bonds) during the then current Fiscal Year, and, then, in the
Subordinate Bond Account of the Debt Service Fund until the amount therein is equal to the interest
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payable on Outstanding Subordinate Bonds (other than Funded Bonds) during the then current Fiscal
Year.

(e) Money, if any, remaining (i) in the Costs of Issuance Account after all Costs of
Issuance have been paid or provision has been made for their payment in accordance with the written
direction of an Authorized Officer of the Corporation or (ii) in the Subway Extension Subaccount, the
Public Amenities Subaccount, the TDRs Purchase Subaccount or the Costs of Issuance Account, after
Substantial Completion of the respective component of the Project for which such subaccount has been
established and provision in accordance with the direction of an Authorized Officer of the Corporation for
the payment of any Project Costs then unpaid and for the payment of claims and the discharge of or
security for liens arising out of construction of the applicable component of the Project, may at the written
direction of an Authorized Officer of the Corporation be withdrawn and transferred to any one or more of
the subaccounts within the Project Account and the Redemption Fund in accordance with such direction.

Money remaining in the Project Account after Substantial Completion of the Project and
after provision in accordance with the direction of an Authorized Officer of the Corporation for the
payment of any Project Costs then unpaid and for the payment of claims and the discharge of or security
for liens arising out of construction of the Project, shall be applied as follows:

Unless a Payment Default has occurred:

(1) Prior to the Conversion Date, to the Redemption Fund for application in
accordance with the provisions of the Indenture described herein under the heading “Redemption
Account”; or

(i)  On or after the Conversion Date, in accordance with the written direction
of an Authorized Officer of the Corporation, (i) to the purchase or redemption of Bonds, (ii) to
make provision for payment of Outstanding Bonds in accordance with the provisions of the
Indenture described herein under subparagraph (b) of the heading “Defeasance” or (iii) as may
otherwise be set forth in such direction if the Trustee shall have also received an Opinion of Bond
Counsel.

Notwithstanding any other provision of this section, if a Payment Default has occurred,
the money in each account and subaccount of the Construction Fund shall be transferred to the
Redemption Account for application in accordance with the provisions of the Indenture described herein
under subparagraph (b)(iv) of the heading “Redemption Account”.

(Indenture Section 5.04)

Debt Service Fund

(a) The Trustee shall make the payments from each account of the Debt Service
Fund as set forth below.

(1) Senior Bond Account. The Trustee shall pay from the Senior Bond
Account the following amount and in the following order of priority:

First, the principal and Sinking Fund Installments of all
Outstanding Senior Bonds (other than Funded Bonds) and the principal of any
Parity Reimbursement Obligations relating to Senior Bonds as the same is due
and payable; and
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Second, the interest on all Outstanding Senior Bonds (other than
Funded Bonds) as the same is due and payable, including upon redemption prior
to maturity of any Outstanding Senior Bond, Hedge Agreement Payments
relating to Senior Bonds and interest on any Parity Reimbursement Obligations
relating to Senior Bonds as the same is due and payable.

Money in the Senior Bond Account shall, upon a Payment
Default, be transferred to the Redemption Account and applied in accordance
with the provisions of the Indenture described herein under subparagraph (b)(iv)
of the heading “Redemption Account”.

(i1) Subordinate Bond Account. The Trustee shall pay from the
Subordinate Bond Account the following amounts and in the following order of priority:

First, the interest on all Outstanding Subordinate Bonds that are
Supported Bonds (other than Funded Bonds) in direct order of Priority as the
same is due and payable, including upon redemption prior to maturity of such
Outstanding Subordinate Bond;

Second, the interest on all other Outstanding Subordinate Bonds
(other than Funded Bonds) in direct order of Priority as the same is due and
payable, including upon redemption prior to maturity of any Outstanding
Subordinate Bond as the same is due and payable, and Hedge Agreement
Payments relating to Subordinate Bonds and interest on any Parity
Reimbursement Obligations relating to Subordinate Bonds as the same is due and
payable; and

Third, the principal and Sinking Fund Installments of all
Outstanding Subordinate Bonds (other than Funded Bonds) and the principal of
any Parity Reimbursement Obligations relating to Senior Bonds as the same is
due and payable, in each case in director order of Priority.

Money in the Subordinate Bond Account shall, upon a Payment Default,
be transferred to the Redemption Account and applied in accordance with the provisions
of the Indenture described herein under subparagraph (b)(iv) of the heading “Redemption
Account”.

(iii)  TFA Proceeds Account. Except as otherwise expressly provided in the
Indenture, the TFA Proceeds Account shall be solely for the benefit of and secure the Outstanding
TFA Supported Bonds, and no Holder of any Bond other than a TFA Supported Bond shall have
any right or interest in the money and investments from time to time held in the TFA Proceeds
Account. All TFA Proceeds shall, upon receipt by the Corporation, be deposited in the TFA
Proceeds Account. The Trustee shall pay from the TFA Proceeds Account the principal and
Sinking Fund Installments of and interest on Outstanding TFA Supported Bonds (other than
Funded Bonds), when due, to the extent not paid from the Subordinate Bond Account, and the
Provider Payments, when due, to each Provider of a Liquidity Facility or Credit Facility in
connection with TFA Supported Bonds. Money in the TFA Proceeds Account shall, upon a
Payment Default, be transferred to the Redemption Account and applied in accordance with the
provisions of the Indenture described herein under subparagraph (b)(iii) of the heading
“Redemption Account”.
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(iv)  Redemption Account. The Trustee shall pay from the Redemption
Account the Redemption Price of all Outstanding Bonds redeemed pursuant to the provisions of
the Indenture described below under the heading “Redemption Account”.

Amounts paid to a Paying Agent for payments pursuant to this section shall be
irrevocably pledged to and applied to such payments.

(b) Notwithstanding the provisions of this section, the Corporation may, at any time
subsequent to the first day of any Fiscal Year, but in no event less than forty—five (45) days prior to the
succeeding date on which a Sinking Fund Installment is scheduled to be due on Outstanding Senior
Bonds or Subordinate Bonds, direct the Trustee to purchase, with money on deposit in the Senior Bond
Account or Subordinate Bond Account, as applicable, at a price not in excess of par plus interest accrued
and unpaid to the date of such purchase, Bonds to be redeemed from such Sinking Fund Installment
payable from such account; provided, however, that no money in the Senior Bond Account or the
Subordinate Bond Account shall be so applied unless after such purchase the amount in such account is at
least equal to the principal and Sinking Fund Installments of and interest due and to be come due on
Outstanding Bonds payable from such account during the then current Fiscal Year. Any Bond so
purchased or otherwise purchased and delivered to the Trustee shall be cancelled upon receipt thereof by
the Trustee and evidence of such cancellation shall be given to the Corporation. The principal amount of
each Bond so cancelled shall be credited against the applicable Sinking Fund Installment due on such
date.

(Indenture Section 5.07)
Redemption Account

(a) Prior to the occurrence of a Payment Default, money in the Redemption Account
during a Fiscal Year shall be applied during such Fiscal Year in the order of priority set forth below;

(1) First, money in the Redemption Account shall be paid to the City to
reimburse it for Interest Support Payments theretofore made during the then current Fiscal Year;

(11) Second, on June 30" of such Fiscal Year an amount of money in the
Redemption Account, up to the amount of interest on Outstanding TFA Supported Bonds payable
during the next succeeding Fiscal Year, shall be transferred to the TFA Supported Bond Account
of the Debt Service Fund and an amount of money, up to the amount of interest on Outstanding
Subordinate Bonds payable during the next succeeding Fiscal Year, shall be transferred to the
Subordinate Bond Account of the Debt Service Fund; and

(iii))  Third, unless the Supplemental Indenture authorizing the issuance of the
Initial Bonds provides otherwise, if any Outstanding TFA Supported Bonds are subject to
redemption at the option of the Corporation during the then current Fiscal Year, the money in the
Redemption Account not required to be applied pursuant to clauses (i) or (ii) of this paragraph
(a), at the direction the Corporation given or confirmed in writing and in accordance with such
direction shall be applied:

(1) First, to purchase such TFA Supported Bonds at a purchase
price not to exceed the Redemption Price of such TFA Supported Bonds on the next
date during such Fiscal Year on which such TFA Supported Bonds are redeemable at
the option of the Corporation or to redeem such TFA Supported Bonds. The TFA
Supported Bonds to be so redeemed shall be the TFA Supported Bonds of each
maturity within a Series that are subject to redemption during such Fiscal Year and
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shall, as nearly as practicable taking into consideration the minimum denominations of
such Bonds, be redeemed pro rata based upon the relationship that the principal
amount of TFA Supported Bonds of each maturity within a Series that is so
redeemable bears to the aggregate principal of TFA Supported Bonds that are
redeemable during such Fiscal Year. The particular Bonds of each Series and maturity
to be redeemed pursuant to this paragraph (a) shall be selected, by lot, in accordance
with the provisions of the Indenture described above under the heading “Selection of
Bonds to be Redeemed”, unless a Supplemental Indenture provides otherwise with
respect to TFA Supported Bonds authorized thereby; and

2) Then, any money remaining in the Redemption Account on
June 30™ of such Fiscal Year that is not required to pay the Redemption Price or
purchase price of TFA Supported Bonds theretofor called for redemption or contracted
to be purchased shall be transferred to the Revenue Fund.

Money remaining in the Redemption Account on June 30th of the Fiscal Year during
which Conversion Date occurs shall be withdrawn and transferred to the Revenue Fund for application in
accordance with the Indenture.

(b) Subsequent to the occurrence of a Payment Default, money in each fund, account
or subaccount established pursuant to the Indenture shall be transferred to the Redemption Account and
the money in the Redemption Account shall be applied as follows:

(1) Money from the TFA Proceeds Account of the Debt Service Fund
transferred pursuant to the provisions of the Indenture described herein under subparagraph (c) of
the heading “Debt Service Reserve Fund” shall be applied in the following order of priority:

First, to the payment to the registered owners of the Outstanding
TFA Supported Bonds, interest on all arrears in payment of the principal of or
interest on Outstanding TFA Supported Bonds at the respective rates of interest
specified in such Bonds pro rata based upon the amount of interest payable to
each such registered owner;

Second, on each Interest Payment Date to the interest due and
past due on such Interest Payment Date on all Outstanding TFA Supported
Bonds, pro rata based upon the amount of interest payable to each person
entitled thereto; and

Third, to redeem on February 15™ of each Fiscal Year, at a
Redemption Price equal to one hundred percent (100%) of the principal amount
of TFA Supported Bonds to be redeemed, Outstanding TFA Supported Bonds of
each Series. The TFA Supported Bonds of each such Series shall, as nearly as
practicable taking into consideration the minimum denominations for such TFA
Supported Bonds, be redeemed pro rata based, first, upon the relationship that
the principal amount of TFA Supported Bonds of each Series that is then
Outstanding bears to the aggregate principal amount of TFA Supported Bonds of
all such Series then Outstanding, and, then, within a Series, upon the principal
amount of each maturity that is then Outstanding bears to the aggregate principal
amount of the TFA Supported Bonds of such Series then Outstanding.
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(i1) All other money in the Redemption Account shall be applied in the
following order of priority:

First, to the payment to the registered owners of the Outstanding
Senior Bonds, interest on all arrears in payment of the principal of or interest on
Outstanding Senior Bonds at the respective rates of interest specified in such
Bond pro rata based upon the amount of interest payable to each such registered
owner;

Second, on each Interest Payment Date, to the interest due and
past due on such Interest Payment Date on all Outstanding Senior Bonds, pro
rata based upon the amount of interest payable to each person entitled thereto;
and

Third, to redeem on February 15™ of each Fiscal Year, at a
Redemption Price equal to one hundred percent (100%) of the principal amount
of the Senior Bonds to be redeemed, Outstanding Senior Bonds of each Series.
The Senior Bonds of each such Series shall, as nearly as practicable taking into
consideration the minimum denominations for such Senior Bonds, be redeemed
pro rata based, first, upon the relationship that the principal amount of Senior
Bonds of each Series that is then Outstanding bears to the aggregate principal
amount of Senior Bonds of all such Series then Outstanding, and, then, within a
Series, upon the principal amount of each maturity of the Senior Bonds of such
Series and maturity that is then Outstanding bears to the aggregate principal
amount of the Senior Bonds of such Series then Outstanding.

(i11))  If no Senior Bonds are then Outstanding, money in the Redemption
Account shall be applied in the following order of priority:

First, in order of Priority of the Outstanding Subordinate Bonds,
to the payment to the registered owners of the Outstanding Subordinate Bonds,
interest on all arrears in payment of the principal of or interest on Outstanding
Subordinate Bonds at the respective rates of interest specified in such Bond pro
rata within a Priority based upon the amount of interest payable to each such
registered owner;

Second, on each Interest Payment Date, to the interest due and
past due on such Interest Payment Date on all Outstanding Subordinate Bonds in
order of Priority and pro rata within a Priority based upon the amount of interest
payable to each person entitled thereto; and

Third, to redeem on February 15th of each Fiscal Year, at a
Redemption Price equal to one hundred percent (100%) of the principal amount
of Subordinate Bonds to be redeemed, Outstanding Subordinate Bonds of each
Series in order of Priority of such Subordinate Bonds. The Subordinate Bonds of
each such Series within a Priority shall, as nearly as practicable taking into
consideration the minimum denominations for such Bonds, be redeemed pro rata
based, first, upon the relationship that the principal amount of Subordinate Bonds
of each such Series and Priority that is then Outstanding bears to the aggregate
principal amount of Subordinate Bonds of all such Series and Priority then
Outstanding, and, then, within a Series, upon the principal amount of each
maturity of the Subordinate Bonds of such Series and maturity that is then
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Outstanding bears to the aggregate principal amount of the Subordinate Bonds of
such Series then Outstanding.

For the purposes of the payments to be made pursuant to this subsection, (i) a Capital
Appreciation Bond from and after its maturity date shall bear interest at the Default Rate applicable
thereto specified in the Supplemental Indenture authorizing the issuance thereof and (ii) the principal
amount of a Capital Appreciation Bond or Deferred Income Bond shall be its Accreted Value or
Appreciated Value on the date of its redemption.

Unless otherwise provided in the Supplemental Indenture authorizing the issuance of
Bonds of a Series, the particular Bonds of each Series and maturity to be so redeemed pursuant to this
section shall be selected, by lot, in accordance with the provisions of the Indenture described above under
the heading “Selection of Bonds to be Redeemed”.

(Indenture Section 5.08)
Corporation Expense Fund

Money in the Corporation Expense Fund shall be used only for the payment of
Corporation Expenses and shall be withdrawn by the Corporation at such times and in such amounts as
the Corporation considers necessary to make such payments. Money in the Bond Insurance Reserve shall
be applied to pay the premiums payable by the Corporation during the then current Fiscal Year on
financial guaranty insurance policies to the extent that the other money in the Corporation Expense Fund
is not sufficient to make such payment.

Money in the Corporation Expense Fund (other than in the Bond Insurance Reserve) on
June 30™ of a Fiscal Year shall, after provision for the payment of any Corporation Expenses for such
Fiscal Year due but then unpaid, shall be withdrawn by the Trustee and, prior to the Conversion Date,
deposited to the Redemption Account, or, subsequent to the Conversion Date, to any other fund or
account under the Indenture pursuant to the written direction of the Corporation; provided, however, that
the Corporation may elect by written notice to the Trustee to retain in the Corporation Expense Fund an
amount equal to twenty percent (20%) of the Corporation Expenses for the next succeeding Fiscal Year.

(Indenture Section 5.09)
Surplus Fund

Money in the Surplus Fund may be applied, free and clear of any lien or trust thereon for
the benefit of the Bondholders, for any corporate purpose of the Corporation, including, but not limited
to, payments to the City. Such payment shall be made by the Trustee at the times and in the amounts set
forth in the written direction of the Corporation; provided, however, that any such money not paid to the
City shall only be applied by the Corporation either for (i) the payment of any obligations of the
Corporation for which money in any other fund or account established by the Indenture may be applied,
(i1) improvements of or additions to the components of the Project that constitute the Subway Extension
or the Public Amenities or (iii) other expenditures consistent with the corporate purposes of the
Corporation that are for the benefit of or directly relate to Hudson Yards Financing District, as such
district may from time to time be defined by the City’s City Council; provided, further, that, subject to
the provisions of the Indenture described above in subparagraph (c¢) under the heading “Debt Service
Fund”, if any note, bond or other evidence of indebtedness of the Corporation is then held by the New
York City Transitional Finance Authority, money in the Surplus Fund shall not, without the consent of
TFA, be applied to any purpose other than the payment when due or prepayment in whole or in part of
such indebtedness and the accrued and unpaid interest thereon.
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Notwithstanding the foregoing, subsequent to the occurrence of a Payment Default,
money in the Surplus Fund shall be transferred to the Redemption Account and applied in accordance
with the provisions of the Indenture described herein under subparagraph (b) of the heading “Redemption
Account”.

(Indenture Section 5.10)
Application of Money on Certain Funds for Retirement of Bonds

Notwithstanding any other provisions of the Indenture, if at any time:

(1) the amounts held in the Senior Bond Account of the Debt Service Fund
are sufficient to pay the principal or Redemption Price of all Outstanding Senior Bonds and the
interest accrued and unpaid and to accrue on such Bonds to the next date of redemption when all
such Bonds are redeemable, or to make provision pursuant to the provisions of the Indenture
described herein under subparagraph (b) of the heading “Defeasance” for the payment of such
Bonds at the maturity or redemption dates thereof; or

(i1) the amounts held in the Subordinate Bond Account of the Debt Service
Fund are sufficient to pay the principal or Redemption Price of all Outstanding Subordinate
Bonds and the interest accrued and unpaid and to accrue on such Bonds to the next date of
redemption when all such Bonds are redeemable, or to make provision pursuant to the provisions
of the Indenture described herein under subparagraph (b) of the heading “Defeasance” for the
payment of such Bonds at the maturity or redemption dates thereof;

then, in each such case the Corporation may (i) direct the Trustee to redeem such Bonds, whereupon the
Trustee shall proceed to redeem or provide for the redemption of such Outstanding Bonds in the manner
provided for redemption of such Bonds by the Indenture and by each Supplemental Indenture as provided
in Article IV of the Indenture, or (ii) give the Trustee irrevocable instructions in accordance with the
provisions of the Indenture described below under the heading “Defeasance” and make provision for the
payment of such Bonds at the maturity or redemption dates thereof in accordance therewith.

(Indenture Section 5.11)
Transfer of Investments

Whenever money in any fund or account established under the Indenture is to be paid in
accordance with the Indenture to another such fund or account, such payment may be made, in whole or
in part, by transferring to such other fund or account investments held as part of the fund or account from
which such payment is to be made, whose value, together with the money, if any, to be transferred, is at
least equal to the amount of the payment then to be made; provided, however, that no such transfer of
investments would result in a violation of any investment standard or guideline applicable to such fund.

(Indenture Section 5.12)
Investment of Funds and Accounts Held by the Trustee

Money held under the Indenture, if permitted by law, shall, as nearly as may be
practicable, be invested by the Trustee in any Eligible Investments in accordance with the direction of an
Authorized Officer of the Corporation given in writing, which direction shall specify the particular

investment to be made; provided, however, that money in the Debt Service Fund shall only be invested in
Eligible Investments of the type described in clause (ii), (iii), (vi) or (viii) of the definition of the term
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“Eligible Investments” set forth above, but, with respect to Eligible Investments described in said clause
(viii), only if at the time such investment is made such securities are rated in the highest rating category of
each Rating Service. Each investment shall permit the money so deposited or invested to be available for
use at the times at, and in the amounts in, which the Corporation reasonably believes such money will be
required for the purposes of the Indenture.

(Indenture Section 6.01)
Payment of Principal and Interest

The Corporation shall pay or cause to be paid every Bond, including interest thereon, on
the dates and at the places and in the manner provided in the Bonds according to the true intent and
meaning thereof.

(Indenture Section 7.01)
Corporate Existence

The Corporation shall maintain its existence as a local development corporation under the
New York Not—for—Profit Corporation Law and shall not amend its certificate of incorporation in any
manner that would have the effect of expanding its corporate purposes or restricting the corporate action
for which the affirmative vote of an independent director is required.

(Indenture Section 7.05)
Accounts and Audits

The Corporation shall keep proper books of records and accounts (separate from all other
records and accounts), which may be kept on behalf of the Corporation by the Trustee, in which complete
and correct entries shall be made of its transactions relating to each Series of Bonds, which books and
accounts, at reasonable hours and subject to the reasonable rules and regulations of the Corporation, shall
be subject to the inspection of the Trustee, each Provider or of any Holder of a Bond or a representative of
any of the foregoing duly authorized in writing. The Corporation shall cause such books and accounts to
be audited annually after the end of its fiscal year by an independent certified public accounting firm
selected by the Corporation. Annually within thirty (30) days after receipt by the Corporation of the
report of such audit, a signed copy of such report shall be furnished to the Trustee, to each Provider and to
the City. A copy of the most recently audited financial statements of the Corporation, together with a
copy of the accountant’s report thereon, shall, upon receipt of a written request therefor, and payment of
any reasonable fee or charge made in connection therewith, be furnished to the registered owner of a
Bond or any beneficial owner of a Book Entry Bond requesting the same.

(Indenture Section 7.06)
Creation of Liens

Except as permitted by the Indenture, the Corporation shall not create or cause to be
created any lien or charge prior or equal to that of the Bonds on the Trust Estate; provided, however, that
nothing contained in the Indenture shall prevent the Corporation from issuing bonds, notes or other
obligations or otherwise incurring indebtedness so long as the charge or lien on the Trust Estate created to
secure the same is not prior or equal to the charge or lien on the Trust Estate created by the Indenture.

(Indenture Section 7.07)
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Notice of Default; Enforcement of Agreements

The Corporation as soon as practicable shall give written notice to the Trustee and to
each Provider of the occurrence of a default under any of the Agreements. The Corporation, prior to the
occurrence of a Payment Default, may and, at the direction of the Holders of a majority in principal
amount of the Outstanding Bonds, shall take all legally available action to cause each party to an
Agreement to perform fully its obligation thereunder in the manner and at the times provided in such
Agreement.

(Indenture Section 7.08)
Offices for Payment and Registration of Bonds

The Corporation shall at all times maintain an office or agency in the State where Bonds
may be presented for payment, which office or agency may be at or through the principal corporate trust
office of the Trustee. The Corporation may, pursuant to a Supplemental Indenture, designate an
additional Paying Agent or Paying Agents where Bonds of the Series authorized thereby or referred to
therein may be presented for payment. The Corporation shall at all times maintain an office or agency in
the State where Bonds may be presented for registration, transfer or exchange and the Trustee is
appointed as its agent to maintain such office or agency for the registration, transfer or exchange of
Bonds. The provisions of this section shall be subject to the provisions of the Indenture.

(Indenture Section 7.10)
Amendment of Agreements

(a) Except as otherwise provided herein, an Agreement may not be amended,
changed, modified or terminated, nor shall the Corporation consent or acquiesce in any amendment,
change, modification or termination of an Agreement, nor may any provision thereof be waived by the
Corporation, without the consent of the Holders of Outstanding Bonds as herein provided, if such
amendment, change, modification, termination or waiver (i) reduces the amount payable on any date or
delays the date on which such payment is to be made, (ii) waives or surrenders any right of the
Corporation or its assignor, (iii) modifies the events which constitute events of default under such
Agreement or diminishes, limits or conditions the rights of the Corporation or its assignor under, or
remedies which upon the occurrence of a default may be exercised by, the Corporation or its assignor
under such Agreement, or (iv) adversely affects the Holders of Outstanding Bonds in any material
respect.

No such amendment, change, modification, termination or waiver shall take effect unless
consented to in writing by (a) the Holders of at least a majority in principal amount of the Bonds then
Outstanding, or (b) in case less than all of the several Series of Bonds then Outstanding are affected by
the amendment, change, modification, termination or waiver, the Holders of not less than a majority in
principal amount of the Bonds of the Series so affected and then Outstanding; provided, however, that (i)
Funded Bonds shall not be deemed to be Outstanding for purposes of any calculation of Outstanding
Bonds under this Section and (ii) if such amendment, change, modification, termination or waiver will, by
its terms, not take effect so long as any Bonds of any specified Series and maturity remain Outstanding,
the consent of the Holders of such Bonds shall not be required and such Bonds shall not be deemed to be
Outstanding for the purpose of any calculation of Outstanding Bonds under this section.

(b) An Agreement may be amended, changed or modified or any provision thereof

waived in any other respect without the consent of the Holders of Outstanding Bonds if the same does not
adversely affect the Holders of such Bonds in any material respect, except that no amendment, change,
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modification or alteration of an Agreement to cure any ambiguity or defect or inconsistent provision
therein or to insert such provisions clarifying matters or questions arising thereunder as are necessary or
shall be made unless such amendment, change, modification or waiver is not contrary to or inconsistent
with the Agreement as theretofore in effect and unless consented to by the Trustee.

(©) No amendment, change, modification or termination of an Agreement or waiver
of a provision thereof shall be made other than pursuant to a written instrument signed by the parties
thereto. No such amendment, change, modification or waiver shall become effective unless there has
been delivered to the Trustee an opinion of Bond Counsel to the effect that the same will not adversely
affect the exclusion of interest on any Tax Exempt Bond from gross income for purposes of federal
income taxation. A copy of each such amendment, change, modification, termination or waiver shall be
filed with the Trustee.

(d) For the purposes of this section, the purchasers of the Bonds of a Series, whether
purchasing as underwriters upon their initial issuance, for resale upon a remarketing or reoffering of such
Bonds, or otherwise, upon such purchase may consent to an amendment, change, modification,
termination or waiver permitted by this Section with the same effect as a consent given by the Holder of
such Bonds.

For the purposes of this section, (i) only the Holders of TFA Supported Bonds shall be
deemed to be affected by an amendment, modification, alteration or waiver of any provision of the TFA
Funding Agreement, and (ii) a Series shall be deemed to be adversely affected by an amendment, change,
modification, alteration or waiver of any provision of an Agreement if the same adversely affects or
diminishes the rights of the Holders of the Bonds of such Series in any material respect. The Trustee may
in its discretion determine whether or not, in accordance with the foregoing provisions, Bonds of any
particular Series would be adversely affected in any material respect by any amendment, change,
modification, alteration or waiver, and any such determination shall be binding and conclusive on the
Corporation and all Holders of Bonds.

For the purposes of this section, the Trustee shall be entitled conclusively to rely upon an
opinion of counsel, which counsel shall be satisfactory to the Trustee, with respect to whether any
amendment, change, modification, alteration or waiver adversely affects the interests of any Holders of
Bonds then Outstanding in any material respect.

(Indenture Section 7.11)
Amendment of UTEP

(a) Except as otherwise provided in the Indenture, the Corporation shall not consent
to or acquiesce in any amendment to the UTEP or deviation therefrom pursuant to the IDA Assignment
Agreement unless either (1) the Corporation delivers to the Trustee its written certification to the effect
that in the reasonable judgment of the Corporation such amendment will facilitate the further commercial
development of the Project Area or (2) such amendment is consented to in writing by (A) the Holders of
at least a majority in principal amount of the Bonds then Outstanding, or (B) in case less than all of the
several Series of Bonds then Outstanding are adversely affected by the amendment, change, modification,
termination or waiver, the Holders of not less than a majority in principal amount of the Bonds of the
Series so affected and then Outstanding; provided, however, that (i) Funded Bonds shall not be deemed to
be Outstanding for purposes of any calculation of Outstanding Bonds under this section and (ii) if such
amendment, change, modification, termination or waiver will, by its terms, not take effect so long as any
Bonds of any specified Series and maturity remain Outstanding, the consent of the Holders of such Bonds
shall not be required and such Bonds shall not be deemed to be Outstanding for the purpose of any
calculation of Outstanding Bonds under this section.
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(b) For the purposes of this section, the purchasers of the Bonds of a Series, whether
purchasing as underwriters upon their initial issuance, for resale upon a remarketing or reoffering of such
Bonds, or otherwise, upon such purchase may consent to an amendment, change, modification,
termination or waiver permitted by this section with the same effect as a consent given by the Holder of
such Bonds.

For the purposes of this section, a Series shall be deemed to be adversely affected by an
amendment, change, modification, alteration or waiver of any provision of an Agreement if the same
adversely affects or diminishes the rights of the Holders of the Bonds of such Series in any material
respect. The Trustee may in its discretion determine whether or not, in accordance with the foregoing
provisions, Bonds of any particular Series would be adversely affected in any material respect by any
amendment, change, modification, alteration or waiver, and any such determination shall be binding and
conclusive on the Corporation and all Holders of Bonds.

For the purposes of this section, the Trustee shall be entitled conclusively to rely upon an
opinion of counsel, which counsel shall be satisfactory to the Trustee, with respect to whether any
amendment, change, modification, alteration or waiver adversely affects the interests of any Holders of
Bonds then Outstanding in any material respect.

(Indenture Section 7.12)
Budget of Corporation Expenses

The Corporation shall prepare, not later than sixty (60) days after the date Bonds are first
issued and delivered under the Indenture, a budget for the then current Fiscal Year of the Corporation
Expenses for the balance of such Fiscal Year. At least sixty (60) days prior to the beginning of each
Fiscal Year thereafter, the Corporation shall prepare a budget of the Corporation Expenses for such Fiscal
Year. Each such budget shall set forth by reasonably descriptive category, both in the aggregate and by
month, the Corporation Expenses projected to be payable during such Fiscal Year and during each month
thereof. A budget may be amended by the Corporation from time to time during the Fiscal Year. A
certified copy of each such budget and amendment thereto shall be promptly filed with the Trustee.

(Indenture Section 7.13)
Notice Regarding Interest Support Payments

The Corporation shall give each Fiscal Year, in accordance with Section 4.02 of the
Support Agreement, not later than at the times specified in the Support Agreement (i) a Net Interest
Obligation Notice, as such term is defined in the Support Agreement, and (ii) an Interest Deficiency
Notice, each of which may be amended or modified as permitted by the Support Agreement.

(Indenture Section 7.14)
TFA Purchase Notice

The Corporation, solely for the benefit of the Holders of Outstanding TFA Supported
Bonds, covenants and agrees to give such notice or notices as may be required by the TFA Funding
Agreement to be given as a condition precedent to TFA’s obligation to purchase promissory notes of the
Corporation in such amount and at such times as my be required to assure timely payment of the Debt

Service on the Outstanding TFA Supported Bonds.

(Indenture Section 7.15)
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Payment of Lawful Charges

The Corporation shall pay or take all legally available action to cause the City to pay all
taxes and assessments or other municipal or governmental charges, if any, lawfully levied or assessed
upon the Trust Estate, when the same shall become due. Except as otherwise expressly permitted by the
Indenture, the Corporation shall not create or suffer to be created any lien or charge upon the Trust Estate,
except the pledge and lien created or permitted by the Indenture.

(Indenture Section 7.16)
Assignment of PILOT Agreements

The Corporation shall promptly, but in no event more than fifteen (15) days, after a
PILOT Agreement is assigned to the Corporation pursuant to the IDA Assignment Agreement assign the
same to the Trustee as further security for the Corporation’s obligations under the Indenture by
appropriate instruments of transfer and assignment reasonably satisfactory to the Trustee, whereupon such
PILOT Agreement and all of the assignor’s rights thereunder, including but not limited to the right to
payments made and to be made pursuant thereto, shall become a part of the Trust Estate.

(Indenture Section 7.17)
Amortization after Conversion Date

The Corporation shall not later than June 30™ of the Fiscal Year during which the
Conversion Date occurs establish and file with the Trustee a schedule of principal amortization through
Sinking Fund Installments for all, but not less than all, of the Outstanding Bonds of each Series and
maturity issued prior to the Conversion Date. The Sinking Fund Installments so established for the Bonds
of each maturity within a Series shall conform to the following:

(a) with respect to the Senior Bonds of a Series, provide for the pro rata redemption
of a Series and be payable during the Fiscal Year next succeeding the Conversion Date and each Fiscal
Year thereafter but not later than the Fiscal Year next preceding the date such Senior Bonds mature;

(b) be payable on February 15™ of each Fiscal Year, or, if in connection with any
Variable Interest Rate Bond, such date is not an Interest Payment Date for such Variable Interest Rate
Bond, on the Interest Payment Date next succeeding such February 15th;

(©) be established so that each Sinking Fund Installment of a Senior Bond shall be in
integral multiples of five thousand dollars ($5,000);

(d) be established so that the principal amount of Bonds to be redeemed each Fiscal
Year through such Sinking Fund Installments shall be in amounts that produce aggregate Debt Service
payable during each Fiscal Year on all Outstanding Bonds, to and including the Fiscal Year during which
such Bonds mature, that is substantially equal or that declines each Fiscal Year; and.

(e) not provide for any Sinking Fund Installment on a Subordinate Bond shall be
scheduled to be paid prior to the last date on which any Sinking Fund Installment of a Senior Bond is

scheduled to be paid.

The schedule of Sinking Fund Installments filed with the Trustee shall be accompanied
by (i) a certificate of an Authorized Officer of the Corporation to the effect that such Sinking Fund
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Installments comply with the requirements of clauses (a), (b), (c) and (d) of this section, and (ii)
supporting schedules establishing that such Sinking Fund Installments so comply.

The Trustee shall give in the name of the Corporation notice of the Sinking Fund
Installments so established by the Corporation, which notice shall (i) specify the Bonds of the Series and
maturities for which Sinking Fund Installments have been established and the Sinking Fund Installments
established for the Bonds of each Series and maturity and (ii) further state that failure to pay any such
Sinking Fund Installment shall not constitute an event of default under the Indenture unless money was
available therefore in accordance with the Indenture, but not applied to such Sinking Fund Installment.
Such notice shall be given by mailing a copy of such notice not less than thirty (30) days nor more than
sixty (60) days after such schedule was filed with the Trustee, by first class mail, postage prepaid, to the
registered owners of the Bonds affected thereby at their last known addresses, if any, appearing on the
registration books not more than ten (10) Business Days prior to the date such notice is given. Upon
giving notice in accordance with this paragraph, the Trustee shall certify to the Corporation that it has
mailed such notice or caused such notice to be mailed in the manner required by the Indenture. Such
certificate shall be conclusive evidence that such notice was given in the manner required by the
Indenture. The failure of any Holder of a Bond to receive such notice shall not affect the validity of the
schedule of Sinking Fund Installments established by the Corporation.

The schedule of Sinking Fund Installments shall become effective upon the Trustee
giving such notice and, unless none of the Bonds of a Series and maturity subject to redemption through
such Sinking Fund Installments shall then be Outstanding and, subject to the provisions of the Indenture
permitting amounts to be credited to part or all of any one or more Sinking Fund Installments, there shall
be due and the Corporation shall be required to pay out of for the redemption of the Bonds of such Series
and maturity the amounts set forth in the schedule filed with the Trustee as the Sinking Fund Installment
due on such Bond on each date set forth in such schedule as the Sinking Fund Installment payable on such
date; provided, however, that such payments shall be required to be made only if money is available
therefore in accordance with the Indenture.

(Indenture Section 7.18)
Extension of PILOT Agreements

The Corporation shall, so long as Bonds remain Outstanding, request the NYC IDA to
exercise any right to extend the term of each PILOT Agreement the NYC IDA may have under one or
more PILOT Agreements between it and another party.
(Indenture Section 7.20)
MTA PILOT Payments

The Corporation shall not, so long as Bonds are Outstanding, consent to the payment of
any PILOT Payments under the MTA Agreement to any person other than the Corporation.

(Indenture Section 7.21)
City’s Failure to Appropriate

The Corporation shall give notice to the Trustee of a failure (i) by the Mayor to include in
the expense budget submitted by the Mayor to the City Council in each fiscal year, the amount required

by the Support Agreement to be included therein for the payment of Tax Equivalency Payments and
Interest Support Payments to be made by the City during the City’s next ensuing fiscal year, (ii) by the
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City duly to appropriate in its budget for a fiscal year upon its initial adoption an amount sufficient to pay
the amount set forth by the Corporation in its “Net Interest Obligation Notice,” as such term is defined in
the Support Agreement, or duly to enact an increase in the appropriation in such budget within sixty (60)
days after the Corporation submits an amendment to said Net Interest Obligation Notice increasing the
amount set forth therein or (iii) by the City duly to appropriate in its budget for a fiscal year the amount
the Mayor is required by the Support Agreement to include therein for payment of Tax Equivalency
Payments to be made during such Fiscal Year. Such notice shall be given to the Trustee as soon as
practicable after the Corporation obtains knowledge of any such failure.

(Indenture Section 7.22)
Modification and Amendment without Consent

The Corporation may execute and deliver at any time or from time to time Supplemental
Indentures: (a) to provide for the issuance of a Series of Bonds pursuant to the provisions of the
Indenture and to prescribe the terms and conditions pursuant to which such Bonds may be issued, paid or
redeemed; (b) to add additional covenants and agreements of the Corporation for the purpose of further
securing the payment of the Bonds, provided such additional covenants and agreements are not contrary
to or inconsistent with the covenants and agreements of the Corporation contained in the Indenture; (c) to
prescribe further limitations and restrictions upon the issuance of Bonds and the incurring of indebtedness
by the Corporation which are not contrary to or inconsistent with the limitations and restrictions thereon
theretofore in effect; (d) to surrender any right, power or privilege reserved to or conferred upon the
Corporation by the terms of the Indenture, provided that the surrender of such right, power or privilege is
not contrary to or inconsistent with the covenants and agreements of the Corporation contained in the
Indenture; (e) to confirm, as further assurance, any pledge under the Indenture, and the subjection to any
lien, claim or pledge created or to be created by the provisions of the Indenture, of the Revenues, or any
pledge of any other money, investments thereof or funds; (f) to modify any of the provisions of the
Indenture or of any previously adopted Supplemental Indenture in any other respects, provided that such
modifications shall not be effective until after all Bonds of any Series of Bonds Outstanding as of the
effective date of such Supplemental Indenture shall cease to be Outstanding, and all Bonds issued under
such Indentures shall contain a specific reference to the modifications contained in such subsequent
Supplemental Indenture; or (g) with the consent of the Trustee, to cure any ambiguity or defect or
inconsistent provision in the Indenture or to insert such provisions clarifying matters or questions arising
under the Indenture as are necessary or desirable, provided that any such modifications are not contrary to
or inconsistent with the Indenture as theretofore in effect, or to modify any of the provisions of the
Indenture or of any previous Supplemental Indenture in any other respect, provided that such
modification shall not adversely affect the interests of the Bondholders in any material respect.

(Indenture Section 9.01)
Supplemental Indentures Effective with Consent of Bondholders

The provisions of the Indenture may also be modified or amended at any time or from
time to time by a Supplemental Indenture, subject to the consent of the Bondholders in accordance with
and subject to the provisions of Article X of the Indenture, such Supplemental Indenture to become
effective upon the filing with the Trustee of a copy thereof certified by an Authorized Officer of the
Corporation.

A-40



(Indenture Section 9.02)
General Provisions Relating to Supplemental Indentures

The Indenture shall not be modified or amended in any respect except in accordance with
and subject to the provisions of Article IX and Article X of the Indenture. Nothing contained in Article
IX or Article X of the Indenture shall affect or limit the rights or obligations of the Corporation to make,
do, execute or deliver any Supplemental Indenture, act or other instrument pursuant to the provisions of
the Indenture or the right or obligation of the Corporation to execute and deliver to the Trustee or any
Paying Agent any instrument provided or permitted in the Indenture to be delivered to the Trustee or any
Paying Agent.

A copy of every Supplemental Indenture, when filed with the Trustee, shall be
accompanied by an opinion of Bond Counsel stating that such Supplemental Indenture has been duly and
lawfully adopted in accordance with the provisions of the Indenture, is authorized or permitted by the
Indenture and is valid and binding upon the Corporation and enforceable in accordance with its terms.

The Trustee is authorized to accept delivery of a certified copy of any Supplemental
Indenture permitted or authorized pursuant to the provisions of the Indenture and to make all further
agreements and stipulations which may be contained therein, and, in taking such action, the Trustee shall
be fully protected in relying on the opinion of Bond Counsel that such Supplemental Indenture is
authorized or permitted by the provisions of the Indenture.

No Supplemental Indenture changing, amending or modifying any of the rights or
obligations of the Trustee shall become effective without the written consent of the Trustee.

The Corporation, as soon as practicable after a Supplemental Indenture changing,
amending or modifying any provisions of the Indenture has become effective, shall give written notice
thereof to each Rating Service.

(Indenture Section 9.03)
Powers of Amendment

Any modification or amendment of the Indenture and of the rights and obligations of the
Corporation and of the Holders of the Bonds under the Indenture, in any particular, may be made by a
Supplemental Indenture, with the written consent given as provided in the provisions of the Indenture
described below under the heading “Consent of Bondholders”, (i) of the Holders of at least a majority in
principal amount of the Bonds Outstanding at the time such consent is given, or (ii) in case less than all of
the several Series of Bonds then Outstanding are affected by the modification or amendment, of the
Holders of at least a majority in principal amount of the Bonds of each Series so affected and Outstanding
at the time such consent is given, exclusive of Funded Bonds; provided, however, that if such
modification or amendment will, by its terms, not take effect so long as any Bonds of any specified like
Series, maturity and tenor remain Outstanding, the consent of the Holders of such Bonds shall not be
required and such Bonds shall not be deemed to be Outstanding for the purpose of any calculation of
Outstanding Bonds under this section. No such modification or amendment shall permit a change in the
amount or date of any Sinking Fund Installment, the terms of redemption or maturity of the principal of
any Outstanding Bond or of any installment of interest thereon or a reduction in the principal amount or
the Redemption Price thereof or in the rate of interest thereon without the consent of the Holder of such
Bond, or shall reduce the percentages or otherwise affect the classes of Bonds the consent of the Holders
of which is required to effect any such modification or amendment.
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(Indenture Section 10.01)
Consent of Bondholders

The Corporation may at any time execute and deliver a Supplemental Indenture making a
modification or amendment permitted by the provisions of the Indenture described above under the
heading “Powers of Amendment” to take effect when and as provided in this section. A copy of such
Supplemental Indenture (or brief summary thereof or reference thereto in form approved by the Trustee)
together with a request to the Bondholders for their consent thereto in form satisfactory to the Trustee,
shall promptly after execution and delivery thereof be mailed by the Corporation to the Bondholders (but
failure to mail such copy and request to any particular Bondholder shall not affect the validity of the
Supplemental Indenture when consented to as provided in this section). Such Supplemental Indenture
shall not be effective unless and until (i) there shall have been filed with the Trustee (a) the written
consent of the Holders of the percentages of Outstanding Bonds specified in the provisions of the
Indenture described above under the heading “Powers of Amendment” and (b) an opinion of Bond
Counsel stating that such Supplemental Indenture has been duly and lawfully executed, delivered and
filed by the Corporation in accordance with the provisions of the Indenture, is authorized or permitted by
the Indenture, and is valid and binding upon the Corporation and enforceable in accordance with its terms,
and (i1) a notice shall have been mailed provided as described in this section. Each such consent shall be
effective only if accompanied by proof of the holding or owning at the date of such consent, of the Bonds
with respect to which such consent is given, which proof shall be such as is permitted by the Indenture. A
certificate or certificates by the Trustee filed with the Trustee that it has examined such proof and that
such proof is sufficient in accordance with the Indenture shall be conclusive proof that the consents have
been given by the Holders of the Bonds described in the certificate or certificates of the Trustee. Any
consent given by a Bondholder shall be binding upon the Bondholder giving such consent and, anything
in the Indenture to the contrary notwithstanding, upon any subsequent Holder of such Bond and of any
Bonds issued in exchange therefor (whether or not such subsequent Holder thereof has notice thereof),
unless such consent is revoked in writing by the Bondholder giving such consent or a subsequent Holder
thereof by filing such revocation with the Trustee, prior to the time when the written statement of the
Trustee as described in this section is filed. The fact that a consent has not been revoked may likewise be
proved by a certificate of the Trustee filed with the Trustee to the effect that no revocation thereof is on
file with the Trustee. At any time after the Holders of the required percentages of Bonds shall have filed
their consents to the Supplemental Indenture, the Trustee shall make and file with the Corporation and the
Trustee a written statement that such Holders of such required percentages of Bonds have filed such
consents. Such written statement shall be conclusive that such consents have been so filed. At any time
thereafter notice, stating in substance that the Supplemental Indenture (which may be referred to as a
Supplemental Indenture adopted by the Corporation on a stated date, a copy of which is on file with the
Trustee) has been consented to by the Holders of the required percentages of Bonds and will be effective
as provided in this section, shall be given to the Bondholders by the Corporation by mailing such notice to
the Bondholders. The Corporation shall file with the Trustee proof of the mailing of such notice. A
transcript, consisting of the papers required or permitted by this section to be filed with the Trustee, shall
be proof of the matters therein stated. Such Supplemental Indenture making such amendment or
modification shall be deemed conclusively binding upon the Corporation, the Trustee, each Paying Agent
and the Holders of all Bonds upon the filing with the Trustee of proof of the mailing of such notice.

For the purposes of Article X of the Indenture, the purchasers of the Bonds of a Series,
whether purchasing as underwriters, for resale or otherwise, upon such purchase from the Corporation,
may consent to a modification or amendment permitted by the provisions of the Indenture described
herein under the headings “Powers of Amendment” and “Modifications by Unanimous Consent” in the
manner described in the Indenture, except that no proof of ownership shall be required, and with the same
effect as a consent given by the Holder of such Bonds; provided, however, that, if such consent is given
by a purchaser who is purchasing as an underwriter or for resale, the nature of the modification or
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amendment and the provisions for the purchaser consenting thereto shall be described in the official
statement, prospectus, offering memorandum or other offering document prepared in connection with the
primary offering of the Bonds of such Series by the Corporation.

(Indenture Section 10.02)
Modifications by Unanimous Consent

The terms and provisions of the Indenture and the rights and obligations of the
Corporation and of the Holders of the Bonds may be modified or amended in any respect upon the
execution, delivery and filing with the Trustee by the Corporation of a copy of a Supplemental Indenture
certified by an Authorized Officer of the Corporation and the consent of the Holders of all of the Bonds
then Outstanding, such consent to be given as provided in the provisions of the Indenture described herein
under the heading “Consent by Bondholders”.

(Indenture Section 10.03)
Events of Default

An event of default under the Indenture and under each Supplemental Indenture (herein
called “event of default”) shall include: (a) payment of the principal or Sinking Fund Installment of or
interest on any Senior Bond shall not be made by the Corporation when the same shall become due and
payable; or (b) if no Senior Bonds are Outstanding, the Corporation shall have failed at any time to pay
the principal or Sinking Fund Installment of or interest on any Subordinate Bond when the same shall
have been due and payable; or (c) with respect to a Tax Exempt Bond, there has been a Determination of
Taxability; or (d) the Corporation shall default in the due and punctual performance of any other of the
covenants, conditions, agreements and provisions contained in the Indenture or in the Bonds or in any
Supplemental Indenture on the part of the Corporation to be performed and such default shall continue for
thirty (30) days after written notice specifying such default and requiring same to be remedied shall have
been given to the Corporation by the Trustee, which may give such notice in its discretion and shall give
such notice at the written request of the Holders of not less than twenty—five per centum (25%) in
principal amount of the Outstanding Bonds, unless, if such default is not capable of being cured within
thirty (30) days, the Corporation has commenced to cure such default within said thirty (30) days and
diligently prosecutes the cure thereof; or (e) the Corporation shall (1) be generally not paying its debts as
they become due, (2) commence a voluntary case or other proceeding seeking liquidation, reorganization,
dissolution, rehabilitation or other relief with respect to itself or its debts under any bankruptcy,
insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee,
receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or
consent to any such relief or to the appointment of or taking possession by any such official in an
involuntary case or other proceeding commenced against it, (3) make a general assignment for the benefit
of its creditors, (4) declare a moratorium or (5) take any corporate action to authorize any of the
foregoing; or (f) a trustee in bankruptcy, custodian or receiver for the Corporation or any substantial part
of its property shall have been appointed and the same has not been discharged within sixty (60) days
after such appointment.

(Indenture Section 11.01)
Mandatory Redemptions upon Payment Default
Upon the happening of a Payment Default the Outstanding Bonds (other than Funded

Bonds) shall be subject to mandatory redemption in accordance with the provisions of the Indenture
described herein under subparagraph (b) of the heading “Redemption Account”.
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(Indenture Section 11.02)
Enforcement of Remedies; Limitations

Upon the happening and continuance of any event of default specified in the provisions
of the Indenture described above under the heading “Events of Default”, other than a Payment Default,
then and in every such case, the Trustee may proceed, and upon the written request of the Holders of not
less than a majority in principal amount of the Outstanding Bonds or, in the case of a happening and
continuance of an event of default specified in the provisions of the Indenture described above in
subparagraph (c) under the heading “Events of Default”, upon the written request of the Holders of not
less than a majority in principal amount of the Outstanding Bonds of the Series affected thereby, shall
proceed (subject to the provisions of the Indenture), to protect and enforce its rights and the rights of the
Bondholders under the Indenture or under any Supplemental Indenture or under the laws of the State by
such suits, actions or special proceedings in equity or at law, either for the specific performance of any
covenant contained under the Indenture or under any Supplemental Indenture or in aid or execution of any
power granted in the Indenture or the Supplemental Indenture, or for an accounting against the
Corporation as if the Corporation were the trustee of an express trust, or for the enforcement of any
proper legal or equitable remedy as the Trustee shall deem most effectual to protect and enforce such
rights, including the enforcement of its rights and remedies, as assignee, under any Agreement assigned to
it.

In the enforcement of any remedy under the Indenture and under each Supplemental
Indenture the Trustee shall be entitled to sue for, enforce payment of, and receive any and all amounts
then, or during any default becoming, and at any time remaining, due from the Corporation for principal
or interest or otherwise under any of the provisions of the Indenture or of any Supplemental Indenture or
of the Bonds, with interest on overdue payments of the principal of or interest on the Bonds at the rate or
rates of interest specified in such Bonds, together with any and all costs and expenses of collection and of
all proceedings under the Indenture and under any Supplemental Indenture and under such Bonds,
without prejudice to any other right or remedy of the Trustee or of the Holders of such Bonds, and to
recover and enforce judgment or decree against the Corporation but solely as provided in the Indenture, in
any Supplemental Indenture and in such Bonds, for any portion of such amounts remaining unpaid, with
interest, costs and expenses, and to collect in any manner provided by law, the money adjudged or
decreed to be payable.

In no event, however, may the Trustee or any Bondholder declare the principal of any
Bond or the interest thereon immediately due and payable.

(Indenture Section 11.03)
Limitation of Rights of Individual Bondholders

No Holder of any of the Bonds shall have any right to institute any suit, action or
proceeding in equity or at law for the execution of any trust under the Indenture, or for any other remedy
under the Indenture unless such Holder previously shall have given to the Trustee written notice of the
event of default on account of which such suit, action or proceeding is to be instituted, and unless also the
Holders of not less than a majority in principal amount of the Outstanding Bonds or, in the case of an
event of default specified in the provisions of the Indenture described above in subparagraph (c) under the
heading “Events of Default”, the Holders of not less than a majority in principal amount of the
Outstanding Bonds of the Series affected thereby, shall have made written request to the Trustee after the
right to exercise such powers or right of action, as the case may be, shall have accrued, and shall have
afforded the Trustee a reasonable opportunity either to proceed to exercise the powers granted by the
Indenture or to institute such action, suit or proceeding in its or their name, and unless, also, there shall
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have been offered to the Trustee reasonable security and indemnity against the costs, expenses, and
liabilities to be incurred therein or thereby, and the Trustee shall have refused or neglected to comply with
such request within a reasonable time.

(Indenture Section 11.06)
Funded Bonds Excluded from Calculations

In any calculation of the principal amount of Outstanding Bonds for any purpose required
or permitted by Article XI of the Indenture, no Funded Bond shall be considered to be Outstanding and no
Holder of a Funded Bond may exercise any right to give any consent or direction required or permitted by
Article XI of the Indenture.

(Indenture Section 11.10)
Defeasance

If the Corporation shall pay or cause to be paid to the Holders of Bonds of a Series the
principal or Redemption Price of and interest thereon, at the times and in the manner stipulated in the
Bonds, the Indenture, and in the applicable Supplemental Indenture, then the pledge of the Trust Estate
and all other rights granted by the Indenture to such Bonds shall be discharged and satisfied.

Bonds for the payment or redemption of which money shall have been set aside and shall
be held in trust by the Trustee (through deposit of money for such payment or redemption or otherwise) at
the maturity or redemption date thereof shall be deemed to have been paid within the meaning and with
the effect expressed in paragraph (a) of this section. All Outstanding Bonds of any Series or any maturity
within a Series or a portion of a maturity within a Series shall prior to the maturity or redemption date
thereof be deemed to have been paid within the meaning and with the effect expressed in paragraph (a) of
this section if (i) in case any of said Bonds are to be redeemed on any date prior to their maturity, the
Corporation shall have given to the Trustee, in form satisfactory to it, irrevocable instructions to give as
provided in Article IV of the Indenture notice of redemption on said date of such Bonds, (ii) there shall
have been deposited with the Trustee either money in an amount which shall be sufficient, or Defeasance
Securities the principal of and interest on which when due will provide money which, together with the
money, if any, deposited with the Trustee at the same time, shall be sufficient in the judgment of a firm of
independent certified public accountants to pay when due the principal, Sinking Fund Installments, if any,
or Redemption Price, if applicable, and interest due and to become due on said Bonds on and prior to the
redemption date or maturity date thereof, as the case may be, (iii) in the event said Bonds are not to be
redeemed within the next succeeding sixty (60) days, the Corporation shall have given the Trustee, in
form satisfactory to it, irrevocable instructions to give, as soon as practicable, by first class mail, postage
prepaid, to the Holders of said Bonds at their last known addresses appearing on the registration books, a
notice to the Holders of such Bonds that the deposit required by (ii) above has been made with the Trustee
and that said Bonds are deemed to have been paid in accordance with this section and stating such
maturity or redemption date upon which money is to be available for the payment of the principal,
Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest on said Bonds, (iv)
in the event said Bonds do not then bear interest at a stated rate per annum to their respective maturity
dates or are subject to mandatory or optional tender, the Corporation shall have delivered Rating
Confirmations to the Trustee, and (v) the Corporation shall have delivered to the Trustee an opinion of
Bond Counsel to the effect that said Bonds having been deemed to have been paid as provided in this
section would not (A) cause said Bonds to be considered to have been “reissued” for purposes of section
1001 of the Code and (B) adversely affect the exclusion of interest on any Tax Exempt Bond from gross
income for purposes of federal income taxation.
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The Corporation shall give written notice to the Trustee of its selection of the Series and
maturity payment of which shall be made in accordance with this section. The Trustee shall select the
Bonds of like Series and maturity payment of which shall be made in accordance with this section in the
manner provided in the provisions of the Indenture described above under the heading “Selection of
Bonds to be Redeemed”. Neither the Defeasance Securities nor money deposited with the Trustee
pursuant to this section nor principal or interest payments on any such Defeasance Securities shall be
withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the principal,
Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest on said Bonds;
provided, however, that any money received from such principal or interest payments on such Defeasance
Securities deposited with the Trustee, if not then needed for such purpose, shall, to the extent practicable,
be reinvested in Defeasance Securities maturing at times and in amounts sufficient to pay when due the
principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest to become
due on said Bonds on and prior to such redemption date or maturity date thereof, as the case may be. Any
income or interest earned by, or increment to, the investment of any such money so deposited, shall, to the
extent certified by the Trustee to be in excess of the amounts required as described above to pay the
principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest on such
Bonds, as realized, be paid by the Trustee as follows: First, to each Provider the Provider Payments
which have not been repaid, pro rata, based upon the respective Provider Payments then unpaid to each
Provider; and, then, the balance thereof to the Corporation. The money so paid by the Trustee shall be
released of any trust, pledge, lien, encumbrance or security interest created by the Indenture.

(Indenture Section 12.01)
No Recourse under Indenture or on the Bonds

All covenants, stipulations, promises, agreements and obligations of the Corporation
contained in the Indenture shall be deemed to be the covenants, stipulations, promises, agreements and
obligations of the Corporation and not of any member, officer or employee of the Corporation, and no
recourse shall be had for the payment of the principal or Redemption Price of or interest on the Bonds or
for any claims based thereon, on the Indenture or on the Supplemental Indenture against any member,
officer or employee of the Corporation or any person executing the Bonds, all such liability, if any, being
expressly waived and released by every Holder of Bonds by the acceptance of the Bonds.

(Indenture Section 14.04)
Certain Provisions Relating to Capital Appreciation Bonds and Deferred Income Bonds

For the purposes of (i) receiving payment of the Redemption Price if a Capital
Appreciation Bond is redeemed prior to maturity or (ii) receiving payment of a Capital Appreciation
Bond if the principal of all Bonds is declared immediately due and payable following an “event of
default”, as provided in the provisions of the Indenture described above under the heading “Mandatory
Redemptions upon Payment Default”, the then current Accreted Value of such Bond shall be deemed to
be its principal amount. In computing the principal amount of Bonds held by the registered owner of a
Capital Appreciation Bond in giving to the Corporation, the City or the Trustee any notice, consent,
request, or demand pursuant to the Indenture for any purpose whatsoever, the Accreted Value of such
Bond as at the immediately preceding Valuation Date shall be deemed to be its principal amount.
Notwithstanding any other provision of the Indenture, the amount payable at any time with respect to the
principal of and interest on any Capital Appreciation Bond shall not exceed the Accreted Value thereof at
such time. For purposes of receiving payment of the Redemption Price or principal of a Capital
Appreciation Bond called for redemption prior to maturity or the principal of which has been declared to
be immediately due and payable pursuant to the provisions of the Indenture described above under the
heading “Mandatory Redemptions upon Payment Default”, the difference between the Accreted Value of
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such Bond when the Redemption Price or principal thereof is due upon such redemption or declaration
and the principal of such Bond on the date the Bonds of the Series of which it is a part were first issued
shall be deemed not to be accrued and unpaid interest thereon.

For the purposes of (i) receiving payment of the Redemption Price if a Deferred Income
Bond is redeemed, or (ii) receiving payment of a Deferred Income Bond if the principal of all Bonds is
declared immediately due and payable following an “event of default,” as provided in the provisions of
the Indenture described above under the heading ‘“Mandatory Redemptions upon Payment Default”, the
then current Appreciated Value of such Bond shall be deemed to be its principal amount. In computing
the principal amount of Bonds held by the registered owner of a Deferred Income Bond in giving to the
Corporation or the Trustee any notice, consent, request, or demand pursuant to the Indenture for any
purpose whatsoever, the Appreciated Value of such Bond as at the immediately preceding Valuation Date
shall be deemed to be its principal amount. Notwithstanding any other provision of the Indenture, the
amount payable at any time prior to the Interest Commencement Date with respect to the principal of and
interest on any Deferred Income Bond shall not exceed the Appreciated Value thereof at such time. For
purposes of receiving payment prior to the Interest Commencement Date of the Redemption Price or
principal of a Deferred Income Bond called for redemption prior to maturity or the principal of which has
been declared to be immediately due and payable pursuant to the provisions of the Indenture described
above under the heading “Mandatory Redemptions upon Payment Default”, the difference between the
Appreciated Value of such Bond when the Redemption Price or principal thereof is due upon such
redemption or declaration and the principal of such Bond on the date the Bonds were first issued shall be
deemed not to be accrued and unpaid interest thereon.

(Indenture Section 14.07)
Insurance Payment Procedures

As long as a Financial Guaranty Insurance Policy issued by an Insurer shall be in full
force and effect, the Corporation, the Trustee and any Paying Agent agree to comply with the following
provisions:

(a) At least one (1) Business Day prior to each interest payment date, the
Trustee or Paying Agent, if any, will determine whether there will be sufficient funds in
the Debt Service Fund to pay the principal of or interest on the Fiscal 2007 Series A
Bonds on such interest payment date. If the Trustee or Paying Agent determines that
there will be insufficient funds in the Debt Service Fund, the Trustee or Paying Agent
shall so notify the Insurer. Such notice shall specify the amount of the anticipated
deficiency, the Fiscal 2007 Series A Bonds to which such deficiency is applicable and
whether such Fiscal 2007 Series A Bonds will be deficient as to principal or interest, or
both. If the Trustee or Paying Agent has not so notified the Insurer at least one (1)
Business Day prior to a interest payment date, the Insurer will make payments of
principal or interest due on the Fiscal 2007 Series A Bonds on or before the first (1%
Business Day next following the date on which the Insurer shall have received notice of
nonpayment from the Trustee or Paying Agent.

(b) The Trustee or Paying Agent shall, after giving notice to the Insurer as
provided in (a) above, make available to the Insurer, and, at the Insurer’s written
direction, to the Insurance Trustee the under the Financial Guaranty Insurance Policy, the
registration books of the Corporation maintained by the Trustee or Paying Agent, and all
records relating to the funds and accounts maintained under the Indenture.
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(©) The Trustee or Paying Agent shall provide the Insurer and its Insurance
Trustee with a list of registered owners of Fiscal 2007 Series A Bonds entitled to receive
principal or interest payments from the Insurer under the terms of the Financial Guaranty
Insurance Policy, and shall make arrangements with its Insurance Trustee (i) to mail
checks to the registered owners of Fiscal 2007 Series A Bonds entitled to receive full or
partial interest payments from the Insurer and (ii) to pay principal upon Fiscal 2007
Series A Bonds surrendered to the Insurance Trustee by the registered owners of the
Fiscal 2007 Series A Bonds entitled to receive full or partial principal payments from the
Insurer.

(d) The Trustee or Paying Agent shall, at the time it provides notice to the
Insurer pursuant to (a) above, notify registered owners of Fiscal 2007 Series A Bonds
entitled under the Financial Guaranty Insurance Policy to receive the payment of
principal or interest thereon from the Insurer (i) as to the fact of such entitlement, (ii) that
the Insurer will remit to them all or a part of the interest payments next coming due upon
proof of Fiscal 2007 Series A Bondholder entitlement to interest payments and delivery
to the Insurance Trustee, in form satisfactory to the Insurance Trustee, of an appropriate
assignment of the registered owner’s right to payment, (iii) that should they be entitled to
receive full payment of principal from the Insurer, they must surrender their Fiscal 2007
Series A Bonds (along with an appropriate instrument of assignment in form satisfactory
to the Insurance Trustee to permit ownership of such Fiscal 2007 Series A Bonds to be
registered in the name of the Insurer) for payment to the Insurance Trustee, and not the
Trustee or Paying Agent, and (iv) that should they be entitled to receive partial payment
of principal from the Insurer, they must surrender their Fiscal 2007 Series A Bonds for
payment thereon first to the Trustee or Paying Agent, who shall note on such Fiscal 2007
Series A Bonds the portion of the principal paid by the Trustee or Paying Agent, and
then, along with an appropriate instrument of assignment in form satisfactory to the
Insurance Trustee, to the Insurance Trustee, which will then pay the unpaid portion of
principal.

In the event that the Trustee or the Paying Agent has notice that any payment of
principal of or interest on a Fiscal 2007 Series A Bond which has become due for
payment and which is made to a Fiscal 2007 Series A Bondholder by or on behalf of the
Corporation has been deemed a preferential transfer and theretofore recovered from its
registered owner pursuant to the United States Bankruptcy Code by a trustee in
bankruptcy in accordance with the final, non—appealable order of a court having
competent jurisdiction, the Trustee or Paying Agent, shall, at the time the Insurer is
notified pursuant to (a) above, notify all registered owners that in the event that any
registered owner’s payment is so recovered, such registered owner will be entitled to
payment from the Insurer to the extent of such recovery if sufficient funds are not
otherwise available, and the Trustee or Paying Agent, shall furnish to the Insurer its
records evidencing the payments of principal of and interest on the Fiscal 2007 Series A
Bonds which have been made by the Trustee or Paying Agent, and subsequently
recovered from registered owners and the dates on which such payments were made.

(Supplemental Indenture Section 5.01)

Subrogation

Notwithstanding anything in the Supplemental Indenture to the contrary, in the event that

the principal or interest on Fiscal 2007 Series A Bonds shall be paid by an Insurer pursuant to a Financial
Guaranty Insurance Policy, such Fiscal 2007 Series A Bonds shall remain Outstanding for all purposes,
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not be deemed paid pursuant to the provisions of the Indenture described above under the heading
“Defeasance” or otherwise satisfied and the assignments and pledges made by or pursuant to the
Indenture and all covenants, agreements and other obligations of the Corporation to the Holders of such
Fiscal 2007 Series A Bonds shall continue to exist and shall run to the benefit of the Insurer, and the
Insurer shall be subrogated to the rights of such registered owners. To evidence such subrogation (i) in
the case of subrogation as to claims for past due interest, the Trustee or Paying Agent shall note the
Insurer’s rights as subrogee on the registration books of the Corporation maintained by the Trustee or
Paying Agent, upon receipt from the Insurer of proof of the payment of interest thereon to the registered
owners of the Fiscal 2007 Series A Bonds, and (ii) in the case of subrogation as to claims for past due
principal, the Trustee or Paying Agent shall note the Insurer’s rights as subrogee on the registration books
of the Corporation maintained by the Trustee or Paying Agent, if any, upon surrender of the Fiscal 2007
Series A Bonds by the registered owners thereof together with proof of the payment of principal thereof.

(Supplemental Indenture Section 5.02)
Insurer as Bondholder

Whenever by the terms of Article VII, VIII, IX, X or XI of the Indenture or by the term
of the Supplemental Indenture the Holders of any percentage in principal amount of Outstanding Fiscal
2007 Series A Bonds may exercise any right or power, consent to an amendment, modification or waiver,
or request or direct Trustee to take any action, the Insurer of particular Fiscal 2007 Series A Bonds shall
be deemed to be the Holder of such Outstanding Fiscal 2007 Series A Bond, except that if an event of
default specified in clause (c) of the provisions of the Indenture described above under the heading
“Events of Default” has occurred with respect to such Fiscal 2007 Series A Bonds, the Insurer shall not be
deemed the Holder of such Fiscal 2007 Series A Bonds for the purpose of giving any consent or direction
or making any request pursuant to Article XI of the Indenture.

Notwithstanding any other provision of the Indenture, whenever the Indenture or the
Supplemental Indenture requires that it be determined whether an act will adversely affect the Holders of
Fiscal 2007 Series A Bonds such determination shall be made as if there were no Financial Guaranty
Insurance Policy for the Fiscal 2007 Series A Bonds.

(Supplemental Indenture Section 5.03)
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APPENDIX B

CERTAIN DEFINITIONS AND SUMMARY
OF CERTAIN PROVISIONS OF THE
SUPPORT AND DEVELOPMENT AGREEMENT

Definitions of Certain Terms

“Agreement” means the Hudson Yards Support Development Agreement, dated as of
December 1, 2006, by and among the Corporation, HYDC and the City, as from time to time amended or
supplemented in accordance with the terms and provisions of the Agreement and of the Indenture.

“Bonds” has the meaning given to such term in the recitals to the Agreement.

“Capitalized Interest” means interest for the payment of which money derived from the
proceeds of Bonds issued for the payment of such interest, and any interest earnings on such money, is
available.

“City” means The City of New York, a municipal corporation of the State of New York,
constituting a political subdivision thereof.

“Corporation” means Hudson Yards Infrastructure Corporation, a local development corporation
formed under the Not—for—Profit Corporation Law of the State of New York

“Designee” means an officer or employee of the City authorized in a written instrument signed by
the Director to act on behalf of the Director under the Agreement.

“Director” means the Director of Management and Budget of the City or the Director’s
Designee.

“Draw Schedule” means the schedule certified to the Corporation by HYDC and approved by the
Corporation, as annexed to the Agreement as Exhibit B, setting forth the anticipated dates on which the
Corporation is reasonably expected to be required to advance money for payments of the Project Costs
and the amounts projected to be paid on each such date, as such schedule may from time to time be
revised or modified by HYDC and recertified and resubmitted to and approved by the Corporation.

“Event of Default” has the meaning given to such term in the provisions of the Agreement
described herein under the heading “Events of Default”.

“Fiscal Year” means a period of twelve (12) consecutive months beginning July 1% in any
calendar year and ending on June 30" of the succeeding calendar year.

“HYDC Budget” means the budget of HYDC Expenses for a Fiscal Year prepared by HYDC
pursuant to in the provisions of the Agreement described herein under the heading “HYDC Expenses and
Budget”, as from time to time amended in accordance with the Agreement and as approved by the
Corporation.

“HYDC Expenses” means all costs, fees and expenses of HYDC of any kind arising out of or
incurred in connection with the performance of it duties and obligations under the Agreement, services
performed to facilitate the development of the Project Area and maintaining its corporate existence, and
for its administrative and overhead expenses, including without limitation:



(1) salaries;
(i1) insurance premiums;

(iii) fees and expenses of architects, engineers, attorneys and other consultants
retained by HYDC;

@iv) fees, charges, expenses, payments, indemnities and other similar charges payable
to or for (a) auditing, legal, financial and investment advisory and other professional and
consulting services, and (b) printing, advertisements and publication or other distribution of
notices; and

v) any and all other fees, charges and expenses required or permitted to be incurred
by HYDC or required to be paid by HYDC.

“Indenture” has the meaning given such term in the recitals to the Agreement.

“Indenture Trustee” means U.S. Bank, National Association or any successor trustee under the
Indenture.

“Initial Bonds” means the Bonds first issued by the Corporation in connection with the Project.

“Interest Deficiency Notice” means with respect to an Interest Payment Date a written notice
setting forth the amount by which the interest payable on Supported Bonds on such Interest Payment Date
exceeds the money available for the payment thereof, as such notice may from time to time have been
amended.

“Interest Payment Date” means each date on which interest on Supported Bonds is payable in
accordance with their terms.

“Interest Support Payments” means the payments required to be made by the City pursuant to
in the provisions of the Agreement described herein under the heading “Interest Support Payments” in
connection with interest on the Corporation’s Supported Bonds.

“MTA Agreement” has the meaning given such term in the recitals to the Agreement.

“Net Interest Obligation” means for any Fiscal Year the amount by which the interest the
Corporation projects to be payable during such Fiscal Year on Outstanding Supported Bonds, including
the Corporation’s estimate of interest payable on Supported Bonds that bear interest at variable interest
rates and on Supported Bonds the Corporation anticipates to issue subsequent to the date of such notice,
exceeds the Capitalized Interest and other money the Corporation reasonably expects to be available for
the payment thereof.

“Net Interest Obligation Notice” means a written notice setting forth the Net Interest Obligation
for a Fiscal Year, as from time to time amended.

“New Development” means the construction of a building or other improvement within the
Project Area for residential, commercial or other use or uses, or the Substantial Rehabilitation of an
existing building or improvement within the Project Area, in each case evidenced by the issuance of a
temporary certificate of occupancy on or after January 19, 2005.

“PILOT Agreement” has the meaning given to such term in the Indenture.
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“PILOT Payment” means a payment made pursuant to a PILOT Agreement between a
governmental body, including any public benefit corporation or other instrumentality of a governmental
body, in lieu of ad valorem real property tax on a New Development that is paid directly or indirectly to
the City.

“Plans and Specifications” means the completed final schematic plans, design development
drawings, and all other design documents for each separate component of the Project, which shall
conform to the schematic drawings approved by the City, as such Plans and Specifications may be
modified from time to time in accordance with the provisions of the Agreement described herein under
the heading “Approval Process”.

“Project” has the meaning given to such term in the recitals to the Agreement.

“Project Area” means the geographic area within the City in the Borough of Manhattan referred
to as the “Hudson Yards Finance District,” as more particularly described Resolution 547 of 2006 of the
City’s City Council.

“Project Cost Requisition” means a requisition signed by the Corporation and delivered to the
Indenture Trustee in accordance with the Indenture.

“Project Costs” has the meaning given to such term in the Indenture.

“Substantial Rehabilitation” means any one or a combination of (i) work necessary to bring a
building into compliance with all applicable laws and regulations, including but not limited to the
installation, replacement or repair of heading, plumbing, electrical and related systems and the elimination
of hazardous violations in the building in accordance with state and local laws and regulations, (ii)
reconstruction or work to improve the habitability or prolong the useful life of a structure, or (iii) an
addition to an existing building that substantially increases the square footage or floor area thereof, which,
in each case, increases the assessed value of such building by twenty percent (20%) or more over the prior
year’s assessed value.

“Supported Bonds” means the Bonds issued prior to the Conversion Date in connection with
which Interest Support Payments are required to be made, which shall consist of (i) all Outstanding
Senior Bonds issued prior to the Conversion Date and (ii) the Outstanding Senior Bonds issued after the
Conversion Date and the Outstanding Subordinate Bonds, whenever issued, designated as Supported
Bonds in the Supplemental Indenture authorizing their issuance.

“Tax Equivalency Payment” means each payment required to be made by the City pursuant to
in the provisions of the Agreement described herein under the heading “Tax Equivalency Payments”.

“Tax Receipts” means all ad valorem real property taxes and PILOT Payments collected by the
City from owners of New Developments, including any amounts collected (i) as a consequence or result
of enforcement proceedings, (ii) as interest or penalties for the failure of any such owner to make timely
payment of the ad valorem real property taxes levied against such New Development, (iii) as the proceeds
of any sale of tax liens related to a New Development and (iv) as a consequence or result of the
enforcement of a PILOT Agreement, including the foreclosure of any mortgage securing the same.

(Section 1.01)
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General Administration of the Project

(a) HYDC shall serve as the Corporation’s development consultant and
representative in connection with the planning, design and construction of the Project, and shall use its
best efforts to assist governmental or quasi—governmental entities or private developers in completing the
Project. HYDC shall accomplish this goal through creative use of the City’s land and building resources,
public infrastructure investment and available federal, State, City and other financial assistance programs,
and by making requisitions from the Corporation for the purpose of receiving payments and/or
reimbursements for the foregoing. HYDC shall provide such services as shall be necessary and
convenient for the administration, oversight and review of any such planning, design and implementation
services undertaken for the Project or any New Development.

(b) HYDC shall (i) continue to cause the planning, design and construction of the
Project, (ii) diligently work to prosecute such construction, and (iii) use commercially reasonable efforts
to cause the Project to be completed as expeditiously as may be practicable.

(c) HYDC shall perform its work so as to minimize conflicts and inefficiencies of
any kind with any and all governmental or quasi-governmental agencies, consultants, contractors, or
other parties engaged in the development, construction and improvement of the Project.

(d) Nothing in the Agreement shall prevent the City from using its own employees or
retaining any other firm or person in any capacity in connection with the Project.

(Section 2.01)
Land Acquisition and Disposition

HYDC shall promote the development of the Hudson Yards Financing District and the Project by
causing the acquisition of properties necessary for the Project, through the negotiation of leases for, or
causing the condemnation if necessary, through the appropriate condemning authority, including the City
and MTA, and by facilitating such acquisitions, leases and condemnations. To the extent certain City—
owned property is surplus to the needs of the Project, HYDC shall promote the development of the
Hudson Yards Financing District by causing the disposition of such property.

(Section 2.02)
Approval Process
Except as otherwise determined by the parties to the Agreement:

(a) Prior to devoting substantial staff time to or otherwise undertaking any portion of
the Project, any proposed addition to the Project (an “Additional Project Element”), or any New
Development (which for purposes of this section shall include conducting a study)(all “Additional
Work™), HYDC shall submit a description of the proposed Additional Work, including estimates of a
budget, the governmental or quasi—governmental agencies, developers and contractors to be involved in
the Additional Project Element, if any, a performance schedule, an estimate of staff time to be spent on
the Additional Work, and, where appropriate, square footage, uses and site location of the New
Development, to an Authorized Officer of the Corporation; and

(b) The Corporation shall approve, disapprove or modify HYDC’s request to

perform Additional Work promptly after receipt of said description. HYDC shall not authorize or expend
any its funds for Additional Work prior to approval of the proposed Additional Work (including the
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budget and performance schedule therefore and for the Additional Project Element) by the Corporation
and authorization under HYDC’s applicable corporate procedures. Changes within approved Additional
Work budgets in excess of a 15% change in any line, and any other material change in the schedule or
Plans and Specifications of an Additional Project (including the addition of a new line in the approved
budget), must be furnished to and approved by the Corporation.

(c) HYDC shall not, without the prior written consent of the Corporation, enter into
any contract or other binding commitment that requires or provides for the expenditure of proceeds of the
Bonds.

(Section 2.03)
Project Planning and Other Services

(a) In connection with the Project and any other Additional Project Element
administered by HYDC, subject to the approvals set forth in the provisions of the Agreement described
herein under the heading “Approval Process” and consistent with applicable laws, rules and regulations
relating to the source of funds, HYDC may undertake, and incur Project Costs for or incur costs to be
reimbursed by the Corporation or the City, activities including, without limitation:

(1) working with appropriate governmental and quasi—governmental
agencies to obtain and implement financial assistance from federal, State, City and other sources
for the development and improvement of the Project Area;

(i1) facilitating the processing of sales, leases, permits and contracts through
the City’s approval processes;

(111)  assisting in the processing of condemnations, zoning changes, street
closings and other land use actions; and

(iv)  reviewing feasibility, market and impact studies, surveys, maps, borings,
site analyses, plans, specifications, contract documents, appraisals and title searches.

(b) HYDC may review, for conformance with the Project, the Plans and
Specifications prepared for any Additional Project Element, including (i) analysis and evaluation of the
design of the improvement, plans and specifications, and materials and equipment to be used for the
improvement, (ii) review of the design and resolution of any design changes as may arise, (iii)
management of fee expenditures in relation to budgets, (iv) management of design to meet Project
objectives, and (v) review and comment on design documents during production.

(©) HYDC shall be responsible for assisting each governmental or quasi—
governmental agency or developer in those instances where HYDC deems it appropriate in securing
and/or making arrangements for procurement of all governmental authorizations, permits and licenses,
zoning consents, approvals and variances as may be required for a New Development. However,
responsibility for securing such governmental authorizations, permits and licenses, zoning consents,
approvals and variances rests with the governmental or quasi—governmental agencies and developers.
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(Section 2.04)
Project Implementation

(a) In connection with the Project and any Additional Project Element, subject to the
approvals set forth in the provisions of the Agreement described herein under the heading “Approval
Process” and consistent with applicable laws, rules and regulations relating to the source of funds, HYDC
may facilitate and oversee, and incur Project Costs or incur costs to be reimbursed by the Corporation or
the City for, activities including, without limitation:

(1) demolishing or sealing—up vacant buildings;

(11) preparing City—owned sites for construction, reconstruction or
disposition (including, without limitation, grading, foundation improvements and work to
alleviate subsurface faults);

(iii)  constructing improvements to real property;

(iv)  renovating and rehabilitating City—owned buildings or other buildings;

(v) acquiring and managing property;

(vi)  constructing drainage, road, utility, parking, security and circulation
improvements and facilities on property owned by, or under the control of, the City;

(vil)  establishing energy conservation and improvements;
(viii) providing relocation assistance;
(ix)  providing construction management or co—ordination;

(x) developing and redeveloping markets, marginal streets, and water front
property;

(xi)  serving as an agent of the City for the negotiation and processing of the
PILOT Agreements with regard to the Project Area;

(xii)  providing information regarding the availability of financial assistance
for applicants in the City from both public and private sources, in the form of loans, grants, tax
incentives or any additional form available;

(xiil) maintain and update a ledger setting forth the total amount disbursed
with respect to any Project or any Additional Project Element; and

(xiv) reviewing and approving requisitions for payment and the supporting
payment breakdown.

(b) HYDC shall not be responsible for construction means, methods, techniques,

sequences and procedures employed by contractors in the construction or improvement of the Project
Area, but will be responsible to report on these to the Corporation. HYDC shall attend meetings and
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presentations as necessary and shall provide relevant information for these meetings and prepare meeting
minutes.

(©) HYDC shall be the liaison with the governmental and quasi—governmental
agencies, and to the extent HYDC deems it necessary, the developers of the Project, any Additional
Project Element, or any New Development. In the course of such representation, HYDC may

(1) attend meetings;
(i)  receive and review reports;

(i11))  review and discuss elements of the Project or any Additional Project
Element, including implementation strategies and progress, value engineering, disputes, design
issues, other topics relating to the design and construction of the Project, and any and all relevant
reports related thereto generated by parties involved in the Project and receive briefings on and
discuss any aspect of interest related to the Project before any final actions related to such topics
are taken or authorized to be taken;

(iv)  vote, with the prior approval of the Corporation, on decisions related to
the Project and any Additional Project Element;

(v) inspect materials related to the Project and any Additional Project
Element, including invoices, materials associated with disputes with contractors and consultants,
and materials associated with change orders, and conduct field inspections of the Project and the
Additional Project Element to assess the progress of the Project and the Additional Project
Element; and

(vi)  in connection with the extension of the No. 7 line of the subway (the
“Subway Extension”), officers of HYDC shall serve on a project committee to oversee the
construction of the Subway Extension, in accordance with the No. 7 Extension Memorandum of
Understanding among Metropolitan Transportation Authority, on behalf of itself and New York
City Transit Authority and MTA Capital Construction, the City, HYDC and the Corporation, as
the same may be amended from time to time.

(d) HYDC shall be responsible for all matters pertaining to (i) monitoring
compliance with the schedule and budget for the Project; and (ii) close—out of the Project, including, but
not limited to, obtaining all necessary guarantees, as—built drawings, certificates of compliance with the
Plans and Specifications, certificates of occupancy and other necessary governmental approvals required
for occupancy; and certification that the costs of the Project have been paid in full to date, and that all
remaining Project Costs will be paid in full with the proceeds of the final disbursement.

(e) Any guaranties and warranties relating to the construction of the Project or any
Additional Project Element or materials utilized in connection therewith shall be made for the benefit of
HYDC and the Corporation, and, to the extent that the Corporation is not expressly named in any such
warranty or guaranty, HYDC shall assign its rights and interest therein to the Corporation, pursuant to an
assignment reasonably satisfactory to the Corporation in form and substance. HYDC shall cooperate with
the Corporation in the prosecution of any claims against any entity issuing a guaranty and/or warranty for
the benefit of the Corporation under the Agreement.

6y} Approval by the Corporation of any construction change orders shall be made in
accordance with the provisions of the Agreement described herein under the heading “Approval Process”,
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or as otherwise agreed by HYDC and the Corporation. For purposes of the Agreement, any construction
change order which will result in a material modification of the Plans or Specifications shall be approved
in writing by the Corporation.

(2) HYDC agrees that it will use its best efforts to cause such construction,
reconstruction, rehabilitation and improvement to be completed in accordance with the Plans and
Specifications; but if for any reason such construction, reconstruction, rehabilitation and improvement is
delayed there shall be no resulting liability on the part of HYDC to the Corporation and no diminution in
or postponement of the reimbursement of Project Costs.

(Section 2.05)
Fees

All fees, if any, charged by HYDC shall be approved by the Corporation prior to HYDC’s
entering into any fee arrangement, except as otherwise provided in the Agreement.

(Section 2.06)
Adequacy, Sufficiency or Suitability

HYDC makes no warranties or representations and accepts no liabilities or responsibilities with
respect to or for the adequacy, sufficiency or suitability of or defects in the Plans and Specifications or
any contracts or agreements with respect to the construction, reconstruction, rehabilitation or
improvement of the Project or any New Development.

(Section 2.10)
Completion Dates

As between the parties to the Agreement, the Subway Extension, the Public Amenities and the
purchase of the TDRs shall each be deemed to be complete upon the filing with the Indenture Trustee and
the Corporation of a notice of final completion with respect thereto, which shall be issued by an
Authorized Officer of HYDC. Such notice shall state (i) that the component of the Project to which it
relates has been completed substantially in accordance with the Plans and Specifications, (ii) the date of
such completion, (iii) that such component is free and clear of liens and encumbrances or that, in the
judgment of HYDC, adequate security has been provided to protect against enforcement of such liens or
encumbrances and (iv) the amount, if any, required, in the opinion of such Authorized Officer of HYDC,
for the payment of any Project Costs relating thereto then unpaid. The Project shall be deemed complete
when certificates of final completion for the Subway Extension, the Public Amenities and the purchase of
the TDRs have been filed with the Indenture Trustee and the Corporation. If, upon the completion of a
component of the Project or the Project as a whole, there shall be any money remaining in the
Construction Fund not required either to provide for the payment of the Project Costs or required to be
reserved for payment of claims or to bond or discharge liens arising out of the construction of the Project,
such money shall be deposited and applied as provided in the Indenture.

(Section 2.11)
HYDC Expenses and Budget

HYDC shall, not later than sixty (60) days after the date of execution of the Agreement, prepare a
budget for the then current Fiscal Year of the HYDC Expenses for the balance of such Fiscal Year. At
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least sixty (60) days prior to the beginning of each Fiscal Year thereafter, HYDC shall prepare a budget of
the HYDC Expenses for such Fiscal Year. Each such budget shall set forth by reasonably descriptive
category, both in the aggregate and monthly, the HYDC Expenses projected to be payable during such
Fiscal Year and during each month of such Fiscal Year. A budget may be amended by HYDC from time
to time during the Fiscal Year. A certified copy of each such budget or amendments thereto shall be
promptly filed with the Corporation for the Corporation’s approval, which approval will not be
unreasonably withheld or delayed.

(Section 2.13)
Issuance of Bonds

In order to provide money for Project Costs, the Corporation will use all reasonable efforts to
issue, sell and deliver Bonds at such times and in such amounts as in its discretion it determines is
necessary to pay Project Cost Requisitions anticipated in accordance with the then most recent Project
Draw Schedule.

(Section 3.01)
Payment of Project Costs

The Corporation agrees to pay, but solely from the proceeds of its Bonds available therefore, all
Project Costs identified in properly prepared and executed Project Cost Requisitions.

(Section 3.02)
Advances by the City or HYDC

The Corporation shall reimburse the City and HYDC, but solely from the proceeds of its Bonds
available therefor, for amounts advanced or expenses that constitute Project Costs incurred by either of
them prior to the date of issuance of the Initial Bonds by the Corporation, provided that reimbursement
thereof will not adversely affect the exclusion of interest on any Bonds from gross income for purposes of
federal income taxation. The City and HYDC each agree to submit to the Corporation such documents as
may be reasonably required by the Corporation to establish the amount and purposes of such advances or
expenses and to enable the Corporation and HYDC to execute Project Cost Requisitions for payment
thereof in accordance with the Indenture.

(Section 3.03)
HYDC Expenses

The Corporation, not later than the first day of each calendar quarter of a Fiscal Year, shall pay to
HYDC the amount set forth in the HYDC Budget for such Fiscal Year as payable during such calendar
quarter for HYDC Expenses. All money paid to HYDC pursuant to this section shall be held by HYDC
separate and apart from all other money. Upon the expiration of the Agreement, HYDC shall remit to the
Corporation any excess amounts not required for the operations of HYDC during the then current Fiscal
Year, as reflected in the HYDC Budget for such Fiscal Year. HYDC shall, as required by the provisions
of the Agreement described herein under the heading “Records; preservation and Inspection of
Documents”, maintain and provide to the Corporation the records relating to the investment of and
income or interest earned on all money advanced to HYDC by the Corporation pursuant to this section.

(Section 3.04)
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Conditions of Bond Closings

Prior to or concurrently with the issuance and delivery of Bonds to the underwriters or purchasers
thereof (the “Closing”), the following documents shall be delivered to the Corporation, in each case
satisfactory in form and substance to the Corporation and its counsel:

(a) A certificate, dated the date of Closing, of the Director to the effect that: (i) the
representations and warranties of the City contained in the Agreement are true and correct in all material
respects on and as of the date of Closing as if such representations and warranties had been made on and
as of such date; (ii) no “event of default” on behalf of the City under the Agreement has occurred and is
continuing; (iii) appropriations have been duly made by the City for the payment of Tax Equivalency
Payments and Interest Support Payments to be made during the then current Fiscal Year in an amount at
least equal to the amount required by the provisions of the Agreement described herein under the heading
“Mayoral Budget” to have been included in the expense budget for such Fiscal Year submitted by the
Mayor to the City Council, (iv) if any such appropriation is included in a unit of appropriation out of
which payments other than Tax Equivalency Payments or Interest Support Payments, as the case may be,
may be made, the amount appropriated in such unit of appropriation is at least equal to all payments,
including the Tax Equivalency Payments or Interest Support Payments, as applicable, payable, and
reasonably expected to be paid, from such unit of appropriation; and (v) as of the date of Closing, the
information relating to the City and the Project obtained from the City and contained in the Official
Statement does not contain any untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements made therein, in light of the circumstances under which they
were made, not misleading;

(b) A certificate, dated the date of Closing, of the an appropriate officer of HYDC to
the effect that: (i) the representations and warranties of HYDC contained in the Agreement are true and
correct in all material respects on and as of the date of Closing as if such representations and warranties
had been made on and as of such date; and (ii) no “event of default” on behalf of HYDC under the
Agreement has occurred and is continuing; and

(c) Such additional legal opinions, certificates, instruments and other documents as
the Corporation or its counsel reasonably may request, satisfactory in the reasonable judgment of the
Corporation and its counsel, as the case may be, including, but not limited to, such opinions, certificates
and other documents to evidence (i) compliance by the City and HYDC with legal requirements
reasonably relating to the transactions contemplated by the Agreement, and (ii) the truth and
completeness, as of the date of Closing, of the representations and warranties of the City and HYDC
contained in the Agreement and the certificates or other documents referred to therein and of the
statements and information contained in the Official Statement with respect to the City, HYDC and the
Project.

(Section 3.05)
Tax Equivalency Payments

Subject to adjustment as provided in this section and to the provisions of the provisions of the
Agreement described herein under the heading “Assignment of Payments by the Corporation”, not later
than the 1% day of August and February of each Fiscal Year, commencing on or after July 1, 2007, the
City shall pay to or upon the order of the Corporation fifty percent (50%) of (i) the ad valorem real
property taxes levied by the City on New Developments that are payable during such Fiscal Year and (ii)
the PILOT Payments projected by the City to be received during such Fiscal Year. The amount payable
by the City on each such date shall be adjusted to reflect the amount, if any, by which the Tax Receipts
collected during the six month period that commenced on the nearer of the January 1% or July 1
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immediately preceding such payment date either exceeded or was less than the amount payable on such
payment date. The City shall retain in its possession for a reasonable period of years records of all Tax
Receipts collected during a Fiscal Year sufficient to identify each New Development, the ad valorem real
property taxes levied against each New Development during such Fiscal Year and the Tax Receipts
collected during such Fiscal Year in connection with each such New Development, which records shall be
subject at all reasonable times during normal business hours to the inspection of the Corporation, the
Indenture Trustee and their respective agents and representatives. At the written request of the City or the

Indenture Trustee, copies of such records shall be delivered to the City and the Indenture Trustee.
(Section 4.01)
Interest Support Payments

Not later than April 1* of each year, the Corporation shall give a Net Interest Obligation Notice to
the City setting forth the Net Interest Obligation for the ensuing Fiscal Year. The Corporation from time
to time thereafter may amend or modify such notice. The Corporation shall, not later than fifteen days
prior to each Interest Payment Date, give an Interest Deficiency Notice to the City setting forth the
amount by which the interest payable by the Corporation on such Interest Payment Date exceeds the
amount available for the payment thereof, including from Capitalized Interest, which notice may from
time to time be amended by the Corporation. The City shall, not later than the four Business Days
immediately preceding an Interest Payment Date, pay to or upon the order of the Corporation the amount
set forth in the Interest Deficiency Notice relating to such Interest Payment Date.

The Corporation agrees that it will not issue Supported Bonds in an aggregate principal amount
that exceeds the principal amount of the Corporation’s bonds in connection with which the City Council,
by appropriate resolution, has authorized the City to make Interest Support Payments, which amount the
Corporation and the City hereby acknowledge that as of the date of the Agreement is three billion dollars
($3,000,000,000), exclusive of Supported Bonds issued to pay or provide for the payment of Supported
Bonds.

(Section 4.02)
Nature of Obligations of the City

Except as hereinafter provided in this section, the obligation of the City to pay the Tax
Equivalency Payments and Interest Support Payments shall be absolute and unconditional, and such
payments shall be payable without any rights of setoff, recoupment or counterclaim it might have against
the Corporation, HYDC, the Indenture Trustee or any other person, or any damage to or destruction to the
Project, or the taking by eminent domain of title to or the right of use of all or any part of the Project. If
the City shall have paid all Tax Equivalency Payments and Interest Support Payments required by the
Agreement and continues to pay the same when due, the City shall not be precluded from bringing any
action it may otherwise have against the Corporation or HYDC arising out of the failure of either of them
to perform and observe any agreement or covenant, whether expressed or implied, or any duty, liability or
obligation of either of them arising out of or in connection with the Agreement.

The City will not terminate the Agreement or be excused from performing its obligations under
the Agreement for any cause including, without limiting the generality of the foregoing, any acts or
circumstances that may constitute a failure of consideration or frustration of purpose, without regard to
any default by the Corporation or HYDC, or the failure of the Corporation or HYDC to perform and



observe any agreement or covenant, whether expressed or implied, or any duty, liability or obligation of
either of them arising out of or in connection with the Agreement.

Notwithstanding anything in the Agreement to the contrary, payment of the Tax Equivalency
Payments and the Interest Support Payments and all other obligations of the City under the Agreement
shall be subject to and dependent upon appropriations being made from time to time by the City for such

purpose.
(Section 4.03)
Assignment of Payments by Corporation

It is understood that all payments by the City to the Corporation under the Agreement are to be
pledged and assigned by the Corporation to the payment of outstanding Bonds issued pursuant to the
Indenture or otherwise, and the City consents to such assignment. Except as provided in this section or
the Indenture, the Corporation shall not assign the Agreement or any payments under the Agreement
without the prior written consent of the City.

(Section 4.04)
Direction as to Payment

Tax Equivalency Payments and Interest Support Payments shall, so long as Bonds are outstanding
under the Indenture, be paid by the City, when due, to the Indenture Trustee for deposit in accordance
with the Indenture.

(Section 4.05)
Mayoral Budget

The expense budget submitted by the Mayor to the City Council in each Fiscal Year for the
succeeding Fiscal Year shall include appropriations for payments to or upon the order of the Corporation
of (i) an amount equal to the ad valorem real property tax levy made by the City for such Fiscal Year
against all New Developments, (iii) PILOT Payments payable to the City during such Fiscal Year and (ii)
an amount equal to the Net Interest Obligation set forth in the Net Interest Obligation Notice for such
Fiscal Year, which appropriations shall be separate and apart from each other, but either appropriation
may be included in a unit of appropriation out of which payments other than the Tax Equivalency
Payments or Interest Support Payments may be paid; provided, however, that, if included within a unit of
appropriation out of which payments other than the Tax Equivalency Payments and Interest Support
Payments may be paid, the amount set forth in said expense budget for such unit of appropriation shall
not be less than the amount of all payments, including the Tax Equivalency Payments or Interest Support
Payments, payable from such unit of appropriation. If at any time during a Fiscal Year the appropriation
enacted for such Fiscal Year is no longer sufficient in amount to pay the Tax Equivalency Payments and
Interest Support Payments payable during the balance of such Fiscal Year, the Mayor shall take all action
required to seek an increase in the appropriation from which the Tax Equivalency Payments or Interest
Support Payments are to be paid so that it shall be sufficient to pay the same for the balance of such Fiscal
Year.

To assist the Mayor in the preparation of the expense budget to be submitted to the City Council,

the Corporation agrees to give the City a Net Interest Obligation Notice not later than by April 1* of each
year.

B-12



(Section 4.06)
Indemnification and Limitation on Liability

(a) The City, to the extent permitted by law, (i) releases the Corporation and HYDC
and each member, officer and employee of the Corporation or HYDC from claims for damages or liability
arising from or out of the design, acquisition, construction, reconstruction, rehabilitation, improvement or
use of the Project, and (ii) shall indemnify and hold the Corporation and HYDC and each member,
director, officer and employee of the Corporation harmless against any and all liability, loss, cost, damage
or claim, and shall pay any and all judgment or expense, of any and all kinds or nature and however
arising, imposed by law, including interest thereon, which it or any of them may sustain, be subject to or
be caused to incur by reason of any claim, action or proceeding whatsoever, including without limitation,
any claim, action or proceeding arising from or out of the design, acquisition, construction,
reconstruction, rehabilitation, improvement or use of the Project, or upon or arising out of an allegation
that an official statement, prospectus, placement memorandum, offering circular or other offering
document prepared in connection with the sale and issuance of Bonds contained an untrue or misleading
statement of a material fact or omitted to state a material fact necessary in order to make the statements
made therein in light of the circumstances under which they were made not misleading. Notwithstanding
the foregoing provisions of this paragraph, neither the Corporation nor HYDC shall be indemnified or
held harmless by the City for any Project Costs related to the Subway Extension in excess of
$2,100,000,000, exclusive of the costs of acquiring real property or interests therein in connection with
the Subway Extension, unless such additional costs were approved in writing by the City prior to being
incurred.

(b) The Corporation and HYDC each agree to give the City prompt notice in writing
of the assertion of any claim or the institution of each such suit, action or proceeding and to cooperate
with the City in the investigation of such claim and the defense, adjustment, settlement or compromise of
any such action or proceeding. Neither the Corporation nor HYDC shall settle any such suit, action or
proceeding without the prior written consent of the Corporation Counsel of the City.

(©) Except as provided in paragraph (d) of this section, the City, at its own cost and
expense, shall defend any and all suits, actions or proceedings which may be brought or asserted against
the Corporation, HYDC or their respective members, directors, officers or employees for which the City
may be required to indemnify the Corporation or HYDC or hold the Corporation or HYDC harmless
pursuant to paragraph (a) of this section, but this provision shall not be deemed to relieve any insurance
company which has issued a policy of insurance from its obligation to defend the City, the Corporation,
HYDC and any other insured named in such policy of insurance in connection with claims, suits or
actions covered by such policy.

(d) The Corporation, HYDC and each member, director, officer or employee of the
Corporation or HYDC shall, at the cost and expense of the City, be entitled to employ separate counsel in
any action or proceeding arising out of any alleged act or omission which occurred or is alleged to have
occurred while the member, director, officer or employee was acting within the scope of his or her
employment or duties, and to conduct the defense thereof, in which (i) the Corporation Counsel of the
City determines, based on his or her investigation and review of the facts and circumstances of the case,
that the interests of such person and the interests of the City are in conflict, or in the event the Corporation
Counsel determines that no conflict exists, a court of competent jurisdiction subsequently determines that
such person is entitled to employ separate counsel, or (ii) such person may have an available defense
which cannot as a matter of law be asserted on behalf of such person by the City or by counsel employed
by it or (iii) such person may be subject to criminal liability, penalty or forfeiture or (iv) the City has
consented to the employment of separate counsel.
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(Section 4.07)

Amendment of MTA Agreement

The City shall not, without the prior written consent of the Corporation, amend, change, modify
or terminate the MTA Agreement, or waive any provision thereof, if such amendment, change,
modification, termination or waiver reduces the amount or delays the date of payment of any amount
payable to the Corporation pursuant to Section 2 or 3 of the MTA Agreement. The City acknowledges
that the provisions of Sections 2 and 3 of the MTA Agreement are intended to be for the benefit of the
Corporation.

(Section 4.08)
City Representations and Warranties
The City represents and warrants as follows:

(a) Legal Entity. The City is a municipal corporation of the State of New York,
constituting a political subdivision thereof, duly created and validly existing under the Constitution and
laws of the State of New York.

(b) Legal Authority. The City has the good right and lawful authority and power to
execute and deliver the Agreement, to perform the obligations and covenants contained in the Agreement
and to consummate the transactions contemplated by the Agreement.

(c) Due Authorization. The City has duly authorized by all necessary actions the
execution and delivery of the Agreement, the performance of its obligations and covenants under the
Agreement, and the consummation of the transactions contemplated by the Agreement.

(d) Validity and Enforceability. The Agreement constitutes a legal, valid and
binding obligation of the City, enforceable against the City in accordance with its terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization or other laws relating to the
enforcement of creditors’ rights generally or the availability of any particular remedy.

(e) No Conflict. The Agreement, the execution and delivery of the Agreement and
the performance of the City’s obligations under the Agreement (i) do not and will not in any material
respect conflict with, or constitute on the part of the City a breach of or default under (a) any existing law,
administrative regulation, judgment, order, decree or ruling by or to which it or its revenues, properties or
operations are bound or subject or (b) any agreement or other instrument to which the City is a party or by
which it or any of its revenues, properties or operations are bound or subject and (ii) will not result in the
creation or imposition of any lien, charge or encumbrance of any nature whatsoever upon any of the
City’s revenues, properties or operations.

€] Consents and Approvals. All consents, approvals, authorizations or orders of, or
filings, registrations or declarations with any court, governmental authority, legislative body, board,
agency or commission which are required for the due authorization of, which would constitute a condition
precedent to or the absence of which would materially adversely affect the due performance by the City
of its obligations under the Agreement or the consummation of the transactions contemplated by the
Agreement have been duly obtained and are in full force and effect.
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(2) No Defaults. The City is not in breach of or default under any agreement or
other instrument to which the City is a party or by or to which it or its revenues, properties or operations
are bound or subject, or any existing administrative regulation, judgment, order, decree, ruling or other
law by or to which it or its revenues, properties or operations are bound or subject, which breach or
default is material to the City’s ability to perform its obligations under the Agreement; and no event has
occurred and is continuing that with the passage of time or the giving of notice, or both, would constitute,
under any such agreement or instrument, such a breach or default material to such transactions.

(h) No Litigation. Except as set forth in an official statement, prospectus, placement
memorandum or other similar offering document prepared in connection with the issuance and sale of
Bonds, no action, suit, proceeding or investigation, in equity or at law, before or by any court or
governmental agency or body, is pending or, to the best knowledge of the City, threatened wherein an
adverse decision, ruling or finding might impair in any material respect the City’s ability to perform its
obligations under the Agreement or the validity or enforceability of the Agreement.

(1) Essentiality of the Project. The Project is essential to the proper implementation
of the future development and redevelopment of the Project Area.

() Not Indebtedness of the City. The Agreement and the obligations of the City
under the Agreement do not and will not constitute indebtedness of the City under Article VIII of the
Constitution of the State.

(Section 5.01)
HYDC Representations
HYDC represents and warrants as follows:

(a) Legal Entity. HYDC is local development corporation duly created and validly
existing under the Not—For—Profit Corporation Law of the State of New York.

(b) Legal Authority. HYDC has the good right and lawful authority and power to
execute and deliver the Agreement, to perform the obligations and covenants contained in the Agreement
and to consummate the transactions contemplated by the Agreement.

(c) Due Authorization. HYDC has duly authorized by all necessary actions the
execution and delivery of the Agreement, the performance of its obligations and covenants under the
Agreement, and the consummation of the transactions contemplated by the Agreement.

(d) Validity and Enforceability. The Agreement constitutes a legal, valid and
binding obligation of HYDC, enforceable against it in accordance with its terms, except as enforcement
may be limited by bankruptcy, insolvency, reorganization or other laws relating to the enforcement of
creditors’ rights generally or the availability of any particular remedy.

(e) No Conflict. The Agreement, the execution and delivery of the Agreement and
the performance of HYDC’s obligations under the Agreement (i) do not and will not in any material
respect conflict with, or constitute on the part of HYDC a breach of or default under (a) any existing law,
administrative regulation, judgment, order, decree or ruling by or to which it or its revenues, properties or
operations are bound or subject or (b) any agreement or other instrument to which HYDC is a party or by
which it or any of its revenues, properties or operations are bound or subject and (ii) will not result in the
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creation or imposition of any lien, charge or encumbrance of any nature whatsoever upon any of HYDC’s
revenues, properties or operations.

€3] Consents and Approvals. All consents, approvals, authorizations or orders of, or
filings, registrations or declarations with any court, governmental authority, legislative body, board,
agency or commission which are required for the due authorization of, which would constitute a condition
precedent to or the absence of which would materially adversely affect the due performance by HYDC of
its obligations under the Agreement or the consummation of the transactions contemplated by the
Agreement have been duly obtained and are in full force and effect.

(2) No Defaults. HYDC is not in breach of or default under any agreement or other
instrument to which it is a party or by or to which it or its revenues, properties or operations are bound or
subject, or any existing administrative regulation, judgment, order, decree, ruling or other law by or to
which it or its revenues, properties or operations are bound or subject, which breach or default is material
to HYDC’s ability to perform its obligations under the Agreement; and no event has occurred and is
continuing that with the passage of time or the giving of notice, or both, would constitute, under any such
agreement or instrument, such a breach or default material to such transactions.

(h) No Litigation. Except as set forth in an official statement, prospectus, placement
memorandum or other similar offering document prepared in connection with the issuance and sale of
Bonds, no action, suit, proceeding or investigation, in equity or at law, before or by any court or
governmental agency or body, is pending or, to the best knowledge of HYDC, threatened wherein an
adverse decision, ruling or finding might impair in any material respect HYDC’s ability to perform its
obligations under the Agreement or the validity or enforceability of the Agreement.

(Section 5.02)
Corporation Representations
The Corporation represents and warrants as follows:

(a) Legal Entity. The Corporation is local development corporation duly created and
validly existing under the Not—For—Profit Corporation Law of the State of New York.

(b) Legal Authority. The Corporation has the good right and lawful authority and
power to execute and deliver the Agreement, to perform the obligations and covenants contained in the
Agreement and to consummate the transactions contemplated by the Agreement.

(©) Due Authorization. The Corporation has duly authorized by all necessary actions
the execution and delivery of the Agreement, the performance of its obligations and covenants under the
Agreement, and the consummation of the transactions contemplated by the Agreement.

(d) Validity and Enforceability. The Agreement constitutes a legal, valid and
binding obligation of the Corporation, enforceable against it in accordance with its terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization or other laws relating to the
enforcement of creditors’ rights generally or the availability of any particular remedy.

(e) No Conflict. The Agreement, the execution and delivery of the Agreement and
the performance of the Corporation’s obligations under the Agreement (i) do not and will not in any
material respect conflict with, or constitute on the part of the Corporation a breach of or default under (a)
any existing law, administrative regulation, judgment, order, decree or ruling by or to which it or its
revenues, properties or operations are bound or subject or (b) any agreement or other instrument to which
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the Corporation is a party or by which it or any of its revenues, properties or operations are bound or
subject and (ii) will not result in the creation or imposition of any lien, charge or encumbrance of any
nature whatsoever upon any of the Corporation’s revenues, properties or operations.

€3] Consents and Approvals. All consents, approvals, authorizations or orders of, or
filings, registrations or declarations with any court, governmental authority, legislative body, board,
agency or commission which are required for the due authorization of, which would constitute a condition
precedent to or the absence of which would materially adversely affect the due performance by the
Corporation of its obligations under the Agreement or the consummation of the transactions contemplated
by the Agreement have been duly obtained and are in full force and effect.

(2) No Defaults. The Corporation is not in breach of or default under any agreement
or other instrument to which it is a party or by or to which it or its revenues, properties or operations are
bound or subject, or any existing administrative regulation, judgment, order, decree, ruling or other law
by or to which it or its revenues, properties or operations are bound or subject, which breach or default is
material to the Corporation’s ability to perform its obligations under the Agreement; and no event has
occurred and is continuing that with the passage of time or the giving of notice, or both, would constitute,
under any such agreement or instrument, such a breach or default material to such transactions.

(h) No Litigation. Except as set forth in an official statement, prospectus, placement
memorandum or other similar offering document prepared in connection with the issuance and sale of
Bonds, no action, suit, proceeding or investigation, in equity or at law, before or by any court or
governmental agency or body, is pending or, to the best knowledge of the Corporation, threatened
wherein an adverse decision, ruling or finding might impair in any material respect the Corporation’s
ability to perform its obligations under the Agreement or the validity or enforceability of the Agreement.

(Section 5.03)
Events of Default

An “Event of Default” or a “Default” shall mean, whenever they are used in the Agreement, any
one or more of the following events:

(a) Failure by the City to pay or cause to be paid, when due, the Tax Equivalency
Payments and Interest Support Payments; or

(b) Failure by any party to the Agreement to observe and perform any covenant,
condition or agreement on its part to be observed or performed, which failure shall continue for a period
of thirty (30) days after written notice, specifying such failure and requesting that it be remedied, is given
to the to such party by either of the other parties to the Agreement, unless by reason of the nature of such
failure the same cannot be remedied within such thirty (30) day period and within such period
commenced to take appropriate actions to remedy such failure and such action is being diligently pursued;
or

(©) Any representation or warranty (i) of the City or HYDC contained in the
Agreement shall at anytime be untrue in any material respect or (ii) of the Corporation contained in the
Agreement shall have been at the time it was made untrue in any material respect; or

(d) A party to the Agreement shall generally not pay its debts as such debts become
due, or shall admit in writing its inability to pay its debts generally, or shall make a general assignment
for the benefit of creditors; or any proceeding shall be instituted by or against the such party seeking to
adjudicate it a bankrupt or insolvent, or seeking liquidation, winding up, reorganization, arrangement,
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adjustment, protection, relief, or composition of it or its debts under any law relating to bankruptcy,
insolvency or reorganization or relief of debtors, or seeking the entry of an order for relief or the
appointment of a receiver, trustee, or other similar official for it for any substantial part of its property; or
such party shall authorize any of the actions set forth above in this subparagraph.

Notwithstanding anything contained in this section to the contrary, a failure by the City to pay
when due any payment required to be made under the Agreement or a failure by the City to observe and
perform any covenant, condition or agreement on its part to be observed or performed under the
Agreement, resulting from a failure by the City to appropriate money for such purposes, shall not
constitute an Event of Default under the Agreement.

(Section 6.01)
Remedies

Whenever any event of default referred to in the provisions of the Agreement described herein
under the heading “Events of Default” shall have happened and be continuing, each party to the
Agreement may take whatever action at law or in equity may appear necessary or desirable to collect the
payments then due and thereafter to become due, or to enforce performance and observance of any
obligation, agreement or covenant under the Agreement of any other party to the Agreement; provided,
however, that (i) the Agreement may not be terminated as a consequence of such event of default and (ii)
performance by a non—defaulting party shall not be excused as a consequence of such event of default.

(Section 6.02)
No Remedy Exclusive

No remedy in the Agreement conferred upon or reserved to any party to the Agreement is
intended to be exclusive of any other available remedy or remedies, but each and every such remedy shall
be cumulative and shall be in addition to every other remedy given under the Agreement or now or
hereafter existing at law or in equity or by statute. No delay or omission to exercise any right or power
accruing upon any default shall impair any such right or power or shall be construed to be a waiver
thereof, but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In order for any party to the Agreement to exercise any remedy reserved to it in the
Agreement, it shall not be necessary to give any notice, other than such notice as may be expressly
required in the Agreement.

(Section 6.03)
Termination of Agreement

The Agreement shall terminate on the later of August 31, 2036 or the last day of the calendar
month thereafter during which no Bonds are outstanding, except that the City’s obligations under the
provisions of the Agreement described herein under the heading “Indemnification and Limitation on
Liability” shall survive termination of the Agreement.
(Section 7.01)

Environmental Quality Review and Historic Preservation

The City, HYDC and the Corporation each covenant that they shall comply with the provisions of
Article 8 of the Environmental Conservation Law and any rules and regulations promulgated pursuant
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thereto and of the provisions of the Historic Preservation Act of 1980 of the State of New York applicable
to the Project or additions thereto. As among the City, HYDC and the Corporation, the City shall assume
primary responsibility or lead agency status under such laws and shall take such actions as may be
required to be taken by the lead agency or agency with primary responsibility thereunder. The
Corporation and HYDC will cooperate with and provide assistance to the City in the performance of its
duties as lead agency, including the preparation and provision of such documents as may be reasonably
requested of the Corporation or HYDC as are necessary to enable the City to comply with such laws.

(Section 7.02)
Cooperation by the City

HYDC shall prepare and submit to the Corporation, and periodically revise as necessary to reflect
any changes in the times and amounts of anticipated needs for money to pay the Project Costs, a Draw
Schedule. The City and HYDC shall keep the Corporation informed, by notice in writing signed by the
Director and an appropriate officer of HYDC, of any unanticipated needs for money to pay the Project
Costs. The City and HYDC shall give the Corporation their full cooperation and assistance in all matters
relating to financing of the Project.

The City and HYDC, whenever requested by the Corporation, shall provide and certify, or cause
to be provided and certified, in form satisfactory to the Corporation, such information concerning the
either of them, the Project, and such other matters that the Corporation reasonably considers necessary to
enable it to complete and publish an official statement, prospectus, placement memorandum, offering
circular or other similar document in connection with the sale of Bonds, or to enable the Corporation to
make any reports that, in the opinion of counsel to the Corporation, is required by law or regulations of
any governmental authority or by contract. HYDC shall prepare and submit to the Corporation, and
periodically revise as necessary to reflect any changes in the times and amounts of anticipated needs for
money to pay the Project Costs, a Draw Schedule. The City and HYDC shall keep the Corporation
informed, by notice in writing signed by the Director and an appropriate officer of HYDC, of any
unanticipated needs for money to pay the Project Costs. The City and HYDC shall give the Corporation
their full cooperation and assistance in all matters relating to financing of the Project.

The City and HYDC, whenever requested by the Corporation, shall provide and certify, or cause
to be provided and certified, in form satisfactory to the Corporation, such information concerning the
either of them, the Project, and such other matters that the Corporation reasonably considers necessary to
enable it to complete and publish an official statement, prospectus, placement memorandum, offering
circular or other similar document in connection with the sale of Bonds, or to enable the Corporation to
make any reports that, in the opinion of counsel to the Corporation, is required by law or regulations of
any governmental authority or by contract.

(Section 7.03)
Consent to Sale of Bonds

The Corporation will consult with the Director on the terms and timing of proposed sales of
Bonds and the contents of all amendments or supplements to the Indenture, certificates, applications,
contracts, official statements, prospectuses, placement memoranda or other similar document relating to
the sale of Bonds, notices of sale, advertisements, and other documents relating to financing of the
Project. The Corporation shall not enter into any contract for the sale of Bonds, either through negotiated
sale or competitive bid, unless the terms and conditions of such sale have been approved by the Director.
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(Section 7.04)
Amendments, Changes and Modifications

The Agreement may be amended, changed or modified in any respect provided that each
amendment, change or modification is in writing signed by an Authorized Officer of the Corporation and
of the City; provided, however, that no amendment, change or modification shall take effect unless and
until (i) if the consent of Holders of Outstanding Bonds is required by the Indenture, there shall have been
filed with the Indenture Trustee the written consents of the Holders of the percentages of Outstanding
Bonds specified in the Indenture, (ii) if the consent of the Indenture Trustee is required by the Indenture,
the Indenture Trustee shall have consented thereto and (iii) an executed copy of such amendment, change
or modification, certified by an Authorized Officer of the Corporation, shall have been filed with the
Indenture Trustee.

(Section 7.07)
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Appendix C
Project Area Description
The description of the Project Area is as follows:

The Project Area, is defined as that area in the borough of Manhattan beginning at the
intersection of 43" Street and 8th Avenue, continuing southerly along Eighth Avenue to the intersection
of 39" Street and 8" Avenue, continuing westerly along 39th Street to a point 150 feet westerly of the
intersection of 39™ Street and 8" Avenue, continuing from that point southerly along that line to the
intersection of that line and 35™ Street, continuing easterly from along 35" Street to the intersection of 8"
Avenue and 35" Street, continuing southerly along 8™ Avenue to the intersection of 33" Street and 8th
Avenue, continuing easterly along 33™ Street to the intersection of 7" Avenue and 33™ Street, continuing
southerly along 7" Avenue to the intersection of 31% Street and 7" Avenue, continuing westerly along 31°
Street to the intersection of 9" Avenue and 31% Street, continuing southerly along 9™ Avenue to the
intersection of 30™ Street and 9™ Avenue, continuing westerly along 30™ Street to intersection of 11"
Avenue and 30™ Street, continuing southerly along 11™ Avenue to the intersection of 29" Street and 11™
Avenue, continuing westerly along 29" Street to the intersection 12" Avenue and 29™ Street, then
continuing northerly along 12™ Avenue to the intersection of 34™ Street and 12™ Avenue, continuing
easterly along 34™ Street to the intersection of 11™ Avenue and 34" Street, continuing northerly along 11"
Avenue to the intersection of 41% Street and 11™ Avenue, continuing westerly along 41 Street to the
intersection of 12" Avenue and 41 Street, continuing Northerly along 12™ Avenue to the intersection of
43" Street and 12" Avenue, continuing easterly along 43™ Street to the intersection of 43™ Street and 10"
Avenue, continuing southerly along 10™ Avenue to the intersection of 10" Avenue and 42™ Street,
continuing easterly along 42™ Street to a point 250 feet westerly from the intersection of 42" Street and
8™ Avenue, continuing northerly from that point 100 feet, then continuing westerly 50 feet, then
continuing northerly from that point to the intersection of 43" Street, continuing easterly along 43" Street
to the point of beginning.

A map showing the Project Area is shown at the front of this Official Statement just prior to the
Summary Statement.
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Appendix D
Route of Subway Extension
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APPENDIX E

THE CITY OF NEW YORK

This Appendix E provides certain information concerning The City of New York (the “City”) in
connection with the sale of the Hudson Yards Senior Revenue Bonds, Fiscal 2007 Series A, by the Hudson
Yards Infrastructure Corporation.
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Page Page
SECTION I: INTRODUCTORY STATEMENT .... E-2 SECTION VI: FINANCIAL OPERATIONS. . .. ... E-21
SECTION II: RECENT FINANCIAL 2002-2006 Summary of Operations . ....... E-22
DEVELOPMENTS ...t E-3 Forecast of 2007 Results . ................ E-24
2007-2010 Financial Plan ................ E-3 SECTION VII: FINANCIAL PLAN ............ E-26
The State ......... ... . ... . il E-4 Actions to Close the Remaining Gaps . . ... E-27
SECTION III: GOVERNMENT AND FINANCIAL ASSUMPLIONS ..ottt E-28
CONTROLS .« ot vttt e i E-5 Certain Reports ...................c.... E-37
Structure of City Government ........... E-5 Long-Term Capital Program.............. E-40
City Financial Management, Budgeting and Financing Program ..................... E-41
Controls ........... . ... o i E-6 Seasonal Financing Requirements ........ E-43
SECTION IV: SOURCES OF CITY REVENUES ..E-11 SECTION VIII: INDEBTEDNESS ............. E-44
Real Estate Tax ........................ E-11 Indebtedness of the City and Certain Other
Other Taxes ... .....c.covviiiiniinnenn.. E-14 Entities ........ ... i E-44
Miscellaneous Revenues ................. E-15 Public Benefit Corporation Indebtedness ..E-48
Unrestricted Intergovernmental Aid....... E-16 SgcTiON IX: OTHER INFORMATION .. ...... E-49
Federal and State Categorical Grants. . .. .. E-17 Pension Systems ...............ooiinn... E-49
SECTION V: CITY SERVICES AND Litigation ......... ..o, E-51
EXPENDITURES . .....vviinininninenann. E-17 Further Information .................... E-53
Expenditures for City Services ........... E-17  APPENDIX A—ECONOMIC AND
Employees and Labor Relations .......... E-19 DEMOGRAPHIC INFORMATION . ... ..... E-A-1
Capital Expenditures ................... E-20 APPENDIX B—FINANCIAL STATEMENTS ... .E-B-1

The factors affecting the City’s financial condition are complex. This Appendix E should be
considered in its entirety and no one factor considered less important than any other by reason of its
location herein. Where agreements, reports or other documents are referred to herein, reference should
be made to such agreements, reports or other documents for more complete information regarding the
rights and obligations of parties thereto, facts and opinions contained therein and the subject matter
thereof.

This Appendix E contains forecasts, projections and estimates that are based on expectations and
assumptions which existed at the time such forecasts, projections and estimates were prepared. In light of
the important factors that may materially affect economic conditions in the City, the inclusion in this
Appendix E of such forecasts, projections and estimates should not be regarded as a representation by the
City or its independent auditors that such forecasts, projections and estimates will occur. Such forecasts,
projections and estimates are not intended as representations of fact or guarantees of results. If and when
included in this Appendix E, the words “expects,” “forecasts,” “projects,” “intends,” “anticipates,”
“estimates” and analogous expressions are intended to identify forward-looking statements 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 City. These forward-looking statements
speak only as of the date they were prepared. The City disclaims any obligation or undertaking to release
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publicly any updates or revisions to any forward-looking statement contained herein to reflect any change
in the City’s expectations with regard thereto or any change in events, conditions or circumstances on
which any such statement is based between modifications to the City’s financial plan required by law.

Deloitte & Touche LLP, the City’s independent auditor has not reviewed, commented on or
approved, and is not associated with, this Appendix E. The report of Deloitte & Touche LLP relating to
the City’s financial statements for the fiscal years ended June 30, 2005 and 2006, which is a matter of public
record, is included in this Appendix E. However, Deloitte & Touche LLP has not performed any
procedures on any financial statements or other financial information of the City, including without
limitation any of the information contained in this Appendix E, since the date of such report and has not
been asked to consent to the inclusion of its report in this Appendix E.

SECTION I: INTRODUCTORY STATEMENT

The City, with a population of approximately 8,000,000, is an international center of business and
culture. Its non-manufacturing economy is broadly based, with the banking and securities, life insurance,
communications, publishing, fashion design, retailing and construction industries accounting for a
significant portion of the City’s total employment earnings. Additionally, the City is a leading tourist
destination. Manufacturing activity in the City is conducted primarily in apparel and printing.

For each of the 1981 through 2006 fiscal years, the City’s General Fund had an operating surplus,
before discretionary and other transfers, and achieved balanced operating results as reported in
accordance with then applicable generally accepted accounting principles (“GAAP”), after discretionary
and other transfers. See “SECTION VI: FINANCIAL OPERATIONS—2002-2006 Summary of Operations.”
City fiscal years end on June 30 and are referred to by the calendar year in which they end. The City has
been required to close substantial gaps between forecast revenues and forecast expenditures in order to
maintain balanced operating results. There can be no assurance that the City will continue to maintain
balanced operating results as required by New York State (“State”) law without proposed tax or other
revenue increases or reductions in City services or entitlement programs, which could adversely affect the
City’s economic base.

As required by the New York State Financial Emergency Act For The City of New York (the
“Financial Emergency Act” or the “Act”) and the New York City Charter (the “City Charter”), the City
prepares a four-year annual financial plan, which is reviewed and revised on a quarterly basis and which
includes the City’s capital, revenue and expense projections and outlines proposed gap-closing programs
for years with projected budget gaps. The City’s current financial plan projects budget balance in the 2007
fiscal year and budget gaps for each of the 2008 through 2010 fiscal years. A pattern of current year
balance and projected subsequent year budget gaps has been consistent through the entire period since
1982, during which the City has achieved an excess of revenues over expenditures, before discretionary
transfers, for each fiscal year. For information regarding the current financial plan, see “SECTION II:
RECENT FINANCIAL DEVELOPMENTS” and “SECTION VII: FINANCIAL PLAN.” The City is required to
submit its financial plans to the New York State Financial Control Board (the “Control Board”). For
further information regarding the Control Board, see “SECTION III: GOVERNMENT AND FINANCIAL
CONTROLS—City Financial Management, Budgeting and Controls—Financial Review and Oversight.”

For its normal operations, the City depends on aid from the State both to enable the City to balance
its budget and to meet its cash requirements. There can be no assurance that there will not be delays or
reductions in State aid to the City from amounts currently projected; that State budgets will be adopted
by the April 1 statutory deadline, or interim appropriations will be enacted; or that any such reductions
or delays will not have adverse effects on the City’s cash flow or expenditures. See “SECTION II: RECENT
FINANCIAL DEVELOPMENTS—The State.” In addition, the federal budget negotiation process could result
in a reduction or a delay in the receipt of federal grants which could have adverse effects on the City’s cash
flow or revenues.

The Mayor is responsible for preparing the City’s financial plan which relates to the City and certain
entities that receive funds from the City, including the financial plan for the 2007 through 2010 fiscal years
submitted to the Control Board in July 2006 (the “July Financial Plan”) and Modification No. 07-1 to the
July Financial Plan (as so modified the “2007-2010 Financial Plan” or “Financial Plan”). The City’s
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projections set forth in the Financial Plan are based on various assumptions and contingencies which are
uncertain and which may not materialize. Such assumptions and contingencies are described throughout
this Official Statement and include the condition of the regional and local economies, the provision of
State and federal aid, the impact on City revenues and expenditures of any future federal or State policies
affecting the City and the cost of future labor settlements. See “SECTION II: RECENT FINANCIAL
DEVELOPMENTS.”

Implementation of the Financial Plan is dependent upon the City’s ability to market its securities
successfully. Implementation of the Financial Plan is also dependent upon the ability to market the
securities of other financing entities, including the New York City Municipal Water Finance Authority
(the “Water Authority”) and the New York City Transitional Finance Authority (“TFA”). See “SECTION
VII: FINANCIAL PLAN—Financing Program.” In addition, the City may issue revenue and tax anticipation
notes to finance its seasonal working capital requirements. The success of projected public sales of City,
Water Authority, TFA and other bonds and notes will be subject to prevailing market conditions. Future
developments concerning the City and public discussion of such developments, as well as prevailing
market conditions, may affect the market for outstanding City general obligation bonds and notes.

The City Comptroller and other agencies and public officials, from time to time, issue reports and
make public statements which, among other things, state that projected revenues and expenditures may
be different from those forecast in the City’s financial plans. See “SECTION VII: FINANCIAL PLAN—
Certain Reports.”

The factors affecting the City’s financial condition described throughout this Official Statement are
complex and are not intended to be summarized in this Introductory Statement. The economic and
financial condition of the City may be affected by various financial, social, economic, geo-political and
other factors which could have a material effect on the City. This Official Statement should be read in its
entirety.

SECTION II: RECENT FINANCIAL DEVELOPMENTS

2007-2010 Financial Plan

For the 2006 fiscal year, the City’s General Fund had an operating surplus of $3.756 billion, before
discretionary and other transfers, and achieved balanced operating results in accordance with GAAP,
after discretionary and other transfers. The 2006 fiscal year is the twenty-sixth consecutive year that the
City has achieved balanced operating results when reported in accordance with GAAP.

The City’s expense and capital budgets for the 2007 fiscal year were adopted on June 30, 2006. The
July Financial Plan, which was consistent with the City’s expense and capital budgets as adopted for the
2007 fiscal year, projected revenues and expenditures for the 2007 fiscal year balanced in accordance with
GAAP, and projected gaps of $3.8 billion, $4.6 billion and $4.1 billion in fiscal years 2008 through 2010,
respectively.

On November 1, 2006, the City submitted to the Control Board the Financial Plan which is a
modification to the July Financial Plan and projects revenues and expenses for the 2007 fiscal year
balanced in accordance with GAAP, and projects gaps of $510 million, $4.1 billion and $3.6 billion in fiscal
years 2008 through 2010, respectively.

The Financial Plan reflects increases in projected net revenues since the July Financial Plan totaling
$2.3 billion, $1.9 billion, $1.4 billion and $1.5 billion in fiscal years 2007 through 2010, respectively.
Changes in projected revenues include: (i) increases in projected net tax revenues of $2.2 billion, $2.0
billion, $1.5 billion and $1.5 billion in fiscal years 2007 through 2010, respectively, resulting primarily from
increases in projected real estate transaction, personal income and business tax revenues, offset by a
proposed City child care tax credit against the personal income tax with an estimated cost of
approximately $42 million, $43 million and $44 million in fiscal years 2008, 2009 and 2010, respectively,
which requires State legislative and City Council approval and (ii) an increase in non-tax revenues of $27
million in fiscal year 2007 followed by decreases of $5 million, $5 million and $4 million in fiscal years 2008
through 2010, respectively.
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The Financial Plan also reflects, since the July Financial Plan, increases in projected net expenditures
totaling $308 million, $553 million, $906 million and $1.0 billion in fiscal years 2007 through 2010,
respectively. Changes in projected expenditures since the July Financial Plan include: (i) increases in labor
costs totaling $256 million, $452 million, $783 million and $930 million in fiscal years 2007 through 2010,
respectively, reflecting settlements of labor negotiations, provision for similar increases for collective
bargaining units not yet settled and subsequent increases in the out-years of the Financial Plan; (ii)
decreases in annual State education aid of $41 million in each of fiscal years 2007 through 2010 associated
with debt service on bonds issued by the Municipal Bond Bank Agency to finance prior year education
claims by the City; (iii) decreases in pension contributions of $22 million, $24 million, $27 million and $29
million in fiscal years 2007 through 2010, respectively; and (iv) increases in agency spending of $48 million,
$17 million, $15 million and $16 million in fiscal years 2007 through 2010, respectively. The Financial Plan
also reflects a decrease in net debt service costs of $15 million in fiscal year 2007 and increases in net debt
service costs of $67 million, $94 million and $62 million in fiscal years 2008 through 2010, respectively,
reflecting: increases in City education funding of $57 million, $79 million, $103 million and $92 million in
fiscal years 2007 through 2010, respectively, to replace State education building aid currently assigned to
the TFA in connection with its financing a portion of the City’s five-year educational facilities capital plan,
decreases in City debt service of $129 million, $160 million, $190 million and $209 million in fiscal years
2007 through 2010, respectively, as a result of lower general obligation borrowing levels and interest rates,
and decreases in personal income tax revenues of $57 million, $148 million, $180 million and $180 million
in fiscal years 2007 through 2010, respectively, as a result of increased personal income tax revenue
retention by the TFA for debt service on the additional $2 billion of bonds authorized to be issued by the
TFA for general City capital purposes. For additional information on bonds issued by the TFA, see
“SECTION VII: FINANCIAL PLAN—Financing Program.”

The Financial Plan does not reflect the additional cost of the recently negotiated tentative agreement
with the United Federation of Teachers (the “UFT”) which covers the period from October 13, 2007
through October 31, 2009. This agreement calls for a one-time cash payment of $750 payable on January
1, 2007 and wage increases of 2% effective October 2007 and 5% effective May 2008. The proposed
settlement also includes provision for a $1,000 longevity payment to most UFT members with 5 to 10 years
of service. This settlement will result in expenditures beyond those assumed in the Financial Plan of
approximately $70 million, $60 million, $101 million and $85 million in fiscal years 2007 through 2010,
respectively. For additional information, see “SECTION VII: FINANCIAL PLAN—Assumptions—
Expenditure Assumptions—1. Personal Services Costs.”

For information on reports reviewing and commenting on the Financial Plan and the July Financial
Plan and identifying various risks, see “SECTION VII: FINANCIAL PLAN—Certain Reports.”

The State

The State ended its fiscal year 2005-2006 on March 31, 2006 in balance on a cash basis, with a reported
closing balance in the General Fund of $3.3 billion. The Governor’s Executive Budget for fiscal year
2006-2007 projected balance on a cash basis for fiscal year 2006-2007, with a closing balance in the General
Fund of $3.8 billion, and projected gaps of $1.9 billion in fiscal year 2007-2008 and $3.9 billion in fiscal year
2008-2009, assuming that all of the Governor’s Executive Budget savings proposals were implemented.

The State Legislature completed action on the budget for fiscal year 2006-2007 on April 26, 2006 (the
“Enacted Budget”). The State released its Annual Information Statement on June 12, 2006 (the “AIS”),
which reflected the State Legislature’s modifications, gubernatorial vetoes and legislative overrides to the
Enacted Budget through May 12, 2006, the date of the State financial plan. In the AIS, the State Division
of the Budget (the “State DOB”) noted that, in comparison to the Executive Budget, the Enacted Budge
was also balanced in fiscal year 2006-2007, but projected a closing fund balance in the General Fund of
$3.3 billion and gaps of approximately $3.7 billion in fiscal year 2007-2008 and $4.3 billion in fiscal year
2008-20009.

The State released updates to its AIS dated as of August 4, 2006 and November 6, 2006 (the
“November AIS Update” and, together with the August 4, 2006 update, the “AIS Updates”). The AIS
Updates contain information regarding changes to the Enacted Budget, revisions to the State financial
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plan projections for fiscal years 2006-2007 through 2008-2009, a review of operating results for the first and
second quarters of fiscal year 2006-2007, a GAAP basis summary of results for fiscal year 2005-2006 and
projections for fiscal year 2006-2007, a summary of debt and capital management, State retirement system
information, a revised economic forecast for the nation and State and the status of certain litigation with
the potential to adversely affect the State’s finances. The State financial plan, as updated in the AIS
Updates, projects a $1.1 billion surplus on a cash basis for fiscal year 2006-2007, with a closing balance in
the general fund of $3.1 billion, and projected gaps of $2.4 billion in fiscal year 2007-2008 and $4.5 billion
in fiscal year 2008-20009.

The AIS and AIS Updates identify a number of substantive fiscal and policy actions since the
adoption of the Enacted Budget, including the use of a $787 million spending stabilization reserve (funded
with the fiscal year 2005-2006 surplus) and a portion of the fiscal year 2006-2007 surplus ($256 million) to
lower the projected budget gap for fiscal year 2007-2008 to the indicated projected level; a new statewide
school construction grant program totaling $2.6 billion with $1.8 billion for the City; authorization for the
TFA to issue $9.4 billion in bonds which will be supported by State aid payments for the purpose of
funding City school construction projects; Medicaid and health care cost containment; a $250 million
deposit to the State’s debt reduction reserve that was used to eliminate high cost debt; an expansion of
local property tax relief initiatives; a cap on the State sales tax on gasoline; and authorization for new
State debt for economic development projects. The November AIS Update includes information from a
preliminary report by the State’s consultants on liabilities for retiree health care costs that will be reported
starting with fiscal year 2007-2008 under Governmental Accounting Standards Board Statement 45.
According to that preliminary report, the State’s total unfunded long-term liability could be roughly $47
billion based on several actuarial cost methods or up to $54 billion based on one method, with the liability
amortized over a period of up to 30 years.

The AIS and the AIS Updates identify a number of risks inherent in the implementation of the
Enacted Budget and the State financial plan. Such risks include court actions affecting the receipts and
disbursements included in the Enacted Budget; costs that could materialize as a result of adverse rulings
in pending litigation; federal disallowances or other federal actions that could produce adverse effects on
the State’s projections of receipts and disbursements; costs that may materialize in connection with the
State’s negotiation of future collective bargaining agreements with the State’s employee unions; and risks
relating to the national and local economics, including large increases in energy prices, national security
concerns and financial sector performance.

The State plans to issue its third update to the AIS in February of 2007 in conjunction with its third
quarterly update to the 2006-2007 State financial plan.

SECTION III: GOVERNMENT AND FINANCIAL CONTROLS

Structure of City Government

The City of New York is divided into five counties, which correspond to its five boroughs. The City,
however, is the only unit of local government within its territorial jurisdiction with authority to levy and
collect taxes, and is the unit of local government primarily responsible for service delivery. Responsibility
for governing the City is currently vested by the City Charter in the Mayor, the City Comptroller, the City
Council, the Public Advocate and the Borough Presidents.

— The Mayor. Michael R. Bloomberg, the Mayor of the City, took office on January 1, 2002 and
was elected to a second term which commenced on January 1, 2006. The Mayor is elected in a
general election for a four-year term and is the chief executive officer of the City. The Mayor has
the power to appoint the commissioners of the City’s various departments. The Mayor is
responsible for preparing and administering the City’s annual Expense and Capital Budgets (as
defined below) and financial plan. The Mayor has the power to veto local laws enacted by the City
Council, but such a veto may be overridden by a two-thirds vote of the City Council. The Mayor
has powers and responsibilities relating to land use and City contracts and all residual powers of
the City government not otherwise delegated by law to some other public official or body. The
Mayor is also a member of the Control Board.
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— The City Comptroller. William C. Thompson, Jr., the Comptroller of the City, took office on
January 1, 2002 and was elected to a second term which commenced on January 1, 2006. The City
Comptroller is elected in a general election for a four-year term and is the chief fiscal officer of the
City. The City Comptroller has extensive investigative and audit powers and responsibilities which
include keeping the financial books and records of the City. The City Comptroller’s audit
responsibilities include a program of performance audits of City agencies in connection with the
City’s management, planning and control of operations. In addition, the City Comptroller is
required to evaluate the Mayor’s budget, including the assumptions and methodology used in the
budget. The Office of the City Comptroller is responsible under the City Charter and pursuant to
State law and City investment guidelines for managing and investing City funds for operating and
capital purposes. The City Comptroller is also a member of the Control Board and is a trustee, the
custodian and the delegated investment manager of the City’s five pension systems. The
investments of those pension system assets, aggregating approximately $100 billion as of
September 30 2006, are made pursuant to the directions of the respective boards of trustees.

— The City Council. The City Council is the legislative body of the City and consists of the Public
Advocate and 51 members elected for four-year terms who represent various geographic districts
of the City. Under the City Charter, the City Council must annually adopt a resolution fixing the
amount of the real estate tax and adopt the City’s annual Expense Budget and Capital Budget (as
defined below). The City Council does not, however, have the power to enact local laws imposing
other taxes, unless such taxes have been authorized by State legislation. The City Council has
powers and responsibilities relating to franchises and land use and as provided by State law.

— The Public Advocate. Elizabeth F. Gotbaum, the Public Advocate, took office on January 1, 2002
and was elected to a second term which commenced on January 1, 2006. The Public Advocate is
elected in a general election for a four-year term. The Public Advocate is first in the line of
succession to the Mayor in the event of the disability of the Mayor or a vacancy in the office,
pending an election to fill the vacancy. The Public Advocate appoints a member of the City
Planning Commission and has various responsibilities relating to, among other things, monitoring
the activities of City agencies, the investigation and resolution of certain complaints made by
members of the public concerning City agencies and ensuring appropriate public access to
government information and meetings.

— The Borough Presidents. Each of the City’s five boroughs elects a Borough President who serves
for a four-year term concurrent with other City elected officials. The Borough Presidents consult
with the Mayor in the preparation of the City’s annual Expense Budget and Capital Budget. Five
percent of discretionary increases proposed by the Mayor in the Expense Budget and, with certain
exceptions, five percent of the appropriations supported by funds over which the City has
substantial discretion proposed by the Mayor in the Capital Budget, must be based on
appropriations proposed by the Borough Presidents. Each Borough President also appoints one
member to the Panel for Educational Policy (as defined below) and has various responsibilities
relating to, among other things, reviewing and making recommendations regarding applications
for the use, development or improvement of land located within the borough, monitoring and
making recommendations regarding the performance of contracts providing for the delivery of
services in the borough and overseeing the coordination of a borough-wide public service
complaint program.

The City Charter provides that no person shall be eligible to be elected to or serve in the office of
Mayor, Public Advocate, Comptroller, Borough President or Council member if that person has
previously held such office for two or more full consecutive terms, unless one full term or more has
elapsed since that person last held such office.

City Financial Management, Budgeting and Controls

The Mayor is responsible under the City Charter for preparing the City’s annual expense and capital
budgets (as adopted, the “Expense Budget” and the “Capital Budget,” respectively, and collectively, the
“Budgets”) and for submitting the Budgets to the City Council for its review and adoption. The Expense
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Budget covers the City’s annual operating expenditures for municipal services, while the Capital Budget
covers expenditures for capital projects, as defined in the City Charter. Operations under the Expense
Budget must reflect the aggregate expenditure limitations contained in financial plans.

The City Council is responsible for adopting the Expense Budget and the Capital Budget. Pursuant
to the City Charter, the City Council may increase, decrease, add or omit specific units of appropriation
in the Budgets submitted by the Mayor and add, omit or change any terms or conditions related to such
appropriations. The City Council is also responsible, pursuant to the City Charter, for approving
modifications to the Expense Budget and adopting amendments to the Capital Budget beyond certain
latitudes allowed to the Mayor under the City Charter. However, the Mayor has the power to veto any
increase or addition to the Budgets or any change in any term or condition of the Budgets approved by
the City Council, which veto is subject to an override by a two-thirds vote of the City Council, and the
Mayor has the power to implement expenditure reductions subsequent to adoption of the Expense
Budget in order to maintain a balanced budget. In addition, the Mayor has the power to determine the
non-property tax revenue forecast on which the City Council must rely in setting the property tax rates
for adopting a balanced City budget.

Office of Management and Budget

The City’s Office of Management and Budget (“OMB”), with a staff of approximately 300, is the
Mayor’s primary advisory group on fiscal issues and is also responsible for the preparation, monitoring
and control of the City’s Budgets and four-year financial plans. In addition, OMB is responsible for the
preparation of a Ten-Year Capital Strategy.

State law requires the City to maintain its Expense Budget balanced when reported in accordance
with GAAP. In addition, the City Charter requires that the City Council set tax rates on real property at
a level sufficient to produce a balanced budget in accordance with GAAP. In addition to the Budgets, the
City prepares a four-year financial plan which encompasses the City’s revenue, expenditure, cash flow and
capital projections. All Covered Organizations (as defined below) are also required to maintain budgets
that are balanced when reported in accordance with GAAP. From time to time certain Covered
Organizations have had budgets providing for operations on a cash basis but not balanced under GAAP.

To assist in achieving the goals of the financial plan and budget, the City reviews its financial plan
periodically and, if necessary, prepares modifications to incorporate actual results and revisions to
projections and assumptions to reflect current information. The City’s revenue projections are continually
reviewed and periodically updated with the benefit of discussions with a panel of private economists
analyzing the effects of changes in economic indicators on City revenues and information from various
economic forecasting services.

Office of the Comptroller

The City Comptroller is the City’s chief fiscal officer and is responsible under the City Charter for
reviewing and commenting on the City’s Budgets and financial plans, including the assumptions and
methodologies used in their preparation. The City Comptroller, as an independently elected public
official, is required to report annually to the City Council on the state of the City’s economy and finances
and periodically to the Mayor and the City Council on the financial condition of the City and to make
recommendations, comments and criticisms on the operations, fiscal policies and financial transactions of
the City. Such reports, among other things, have differed with certain of the economic, revenue and
expenditure assumptions and projections in the City’s financial plans and Budgets. See “SECTION VII:
FINANCIAL PLAN—Certain Reports.”

The Office of the City Comptroller establishes the City’s accounting and financial reporting practices
and internal control procedures. The City Comptroller is also responsible for the preparation of the City’s
annual financial statements, which, since 1978, have been required to be reported in accordance with
GAAP

The Comprehensive Annual Financial Report of the Comptroller (the “CAFR”) for the 2005 fiscal
year, which includes, among other things, the City’s financial statements for the 2005 fiscal year, has
received the Government Finance Officers Association award of the Certificate of Achievement for
Excellence in Financial Reporting, the twenty-sixth consecutive year the CAFR has won such award.
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All contracts for goods and services requiring the expenditure of City moneys must be registered with
the City Comptroller. No contract can be registered unless funds for its payment have been appropriated
by the City Council or otherwise authorized. The City Comptroller also prepares vouchers for payments
for such goods and services and cannot prepare a voucher unless funds are available in the Budgets for
its payment.

The City Comptroller is also required by the City Charter to audit all City agencies and has the power
to audit all City contracts. The Office of the Comptroller conducts both financial and management audits
and has the power to investigate corruption in connection with City contracts or contractors.

The Mayor and City Comptroller are responsible for the issuance of City indebtedness. The City
Comptroller oversees the payment of such indebtedness and is responsible for the custody of certain
sinking funds.

Financial Reporting and Control Systems

Since 1978, the City’s financial statements have been required to be audited by independent certified
public accountants and to be presented in accordance with GAAP. The City has completed twenty-six
consecutive fiscal years with a General Fund surplus when reported in accordance with then applicable
GAAP

In June 1999, Governmental Accounting Standards Board (“GASB”) issued Statement No. 34,
“Basic Financial Statements and Management’s Discussion and Analysis for State and Local Govern-
ments” (“GASB 34”). The City implemented these standards beginning in its financial statements for
fiscal year 2001. GASB 34 requires, among other things, the presentation of government-wide financial
statements that use the accrual method of accounting and are prepared on a different measurement focus
than the City’s fund financial statements, including the City’s General Fund. The General Fund uses the
modified accrual basis of accounting and the current financial resources measurement focus. A summary
reconciliation of the differences between government-wide and fund financial statements is presented in
the City’s financial statements. See “APPENDIX B—FINANCIAL STATEMENTS.” As more fully described in
the section entitled “Management’s Discussion and Analysis,” the application of the accrual basis of
accounting in the government-wide statements results in an excess of liabilities over assets in fiscal years
2003, 2004, 2005 and 2006, with declines in net assets in each of the fiscal years 2003, 2005 and 2006 and
an increase in net assets in fiscal year 2004.

In June 2004, GASB issued Statement No. 45, “Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions” (“GASB 45”). GASB 45 establishes standards for
the measurement, recognition, and display of other post-employment benefits (“OPEB”) expense and
related liabilities. OPEB includes post-employment healthcare, as well as other forms of post-
employment benefits such as life insurance, when provided separately from a pension plan. The approach
followed in GASB 45 generally is consistent with the approach adopted with regard to accounting for
pension expense and liabilities, with modifications to reflect differences between pension benefits and
OPEB. Although GASB 45 was not required to be implemented by the City until its 2008 fiscal year, the
City implemented GASB 45 in its financial statements for fiscal year 2006 and reported an accrued
amount of $53.5 billion for OPEB liability in its government-wide financial statements, based upon an
actuarial valuation in accordance with GASB 45. See “APPENDIX B—FINANCIAL STATEMENTS—Note
A.2” and “—Note E.4.”. The component units currently included in the City’s financial reporting entity
have implemented or will implement GASB 45 for their first fiscal year ending on or after June 30, 2006.
There is no requirement to fund the future OPEB obligation and the City anticipates that the
implementation of GASB 45 will not have an adverse impact on the budgets and financial plans of the
City. For information on the trust established to fund a portion of the future OPEB liability, see “SECTION
VII: FINANCIAL PLAN—Assumptions—Expenditure Assumptions—1. Personal Services Costs.”

Both OMB and the Office of the Comptroller utilize a financial management system which provides
comprehensive current and historical information regarding the City’s financial condition. This informa-
tion, which is independently evaluated by each office, provides a basis for City action required to maintain
a balanced budget and continued financial stability.

The City’s operating results and forecasts are analyzed, reviewed and reported on by each of OMB
and the Office of the Comptroller as part of the City’s overall system of internal control. Internal control
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systems are reviewed regularly, and the City Comptroller requires an annual report on internal control
and accountability from each agency. Comprehensive service level and productivity targets are formulated
and monitored for each agency by the Mayor’s Office of Operations and reported publicly in a semiannual
management report.

The City has developed and utilizes a cash forecasting system which forecasts its daily cash balances.
This enables the City to predict more accurately its short-term borrowing needs and maximize its return
on the investment of available cash balances. Monthly statements of operating revenues and expenditures,
capital revenues and expenditures and cash flow are reported after each month’s end, and major variances
from the financial plan are identified and explained.

City funds held for operation and capital purposes are managed by the Office of the City
Comptroller, with specific guidelines as to investment vehicles. The City does not invest such funds in
leveraged products or use reverse repurchase agreements. The City invests primarily in obligations of the
United States Government, its agencies and instrumentalities, high grade commercial paper and
repurchase agreements with primary dealers. The repurchase agreements are collateralized by United
States Government treasuries, agencies and instrumentalities, held by the City’s custodian bank and
marked to market daily.

More than 95% of the aggregate assets of the City’s five defined benefit pension systems are managed
by outside managers, supervised by the Office of the City Comptroller, and the remainder is held in cash
or managed by the City Comptroller. Allocations of investment assets are determined by each fund’s
board of trustees. As of September 30, 2006 aggregate pension assets were allocated approximately as
follows: 48% U.S. equities; 28% U.S. fixed income; 19% international equities; 4% private equity and real
estate; and 1% cash.

Financial Emergency Act and City Charter

The Financial Emergency Act requires that the City submit to the Control Board, at least 50 days
prior to the beginning of each fiscal year (or on such other date as the Control Board may approve), a
financial plan for the City and certain State governmental agencies, public authorities or public benefit
corporations (“PBCs”) which receive or may receive monies from the City directly, indirectly or
contingently (the “Covered Organizations”) covering the four-year period beginning with such fiscal year.
The New York City Transit Authority and the Manhattan and Bronx Surface Transit Operating Authority
(collectively, “New York City Transit” or “NYCT” or “Transit Authority”), HHC and the New York City
Housing Authority (the “Housing Authority” or “HA”) are examples of Covered Organizations. The Act
requires that the City’s four-year financial plans conform to a number of standards. Subject to certain
conditions, the Financial Emergency Act and the City Charter require the City to prepare and balance its
budget covering all expenditures other than capital items so that the results of such budget will not show
a deficit when reported in accordance with GAAP. Provision must be made, among other things, for the
payment in full of the debt service on all City securities. The budget and operations of the City and the
Covered Organizations must be in conformance with the financial plan then in effect.

From 1975 to June 30, 1986, the City was subject to a Control Period, as defined in the Act, which
was terminated upon the satisfaction of the statutory conditions for termination, including the termination
of all federal guarantees of obligations of the City, a determination by the Control Board that the City had
maintained a balanced budget in accordance with GAAP for each of the three immediately preceding
fiscal years and a certification by the State and City Comptrollers that sales of securities by or for the
benefit of the City satisfied its capital and seasonal financing requirements in the public credit markets and
were expected to satisfy such requirements in the 1987 fiscal year. With the termination of the Control
Period, certain Control Board powers were suspended including, among others, its power to approve or
disapprove certain contracts (including collective bargaining agreements), long-term and short-term
borrowings, and the four-year financial plan and modifications thereto of the City and the Covered
Organizations. Pursuant to the Act and the City Charter, the City is required to develop a four-year
financial plan each year and to modify the plan as changing circumstances require. Prior to July 1, 2008,
the Control Board must reimpose a Control Period upon the occurrence or substantial likelihood and
imminence of the occurrence of any one of certain events specified in the Act. These events are (i) failure
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by the City to pay principal of or interest on any of its notes or bonds when due or payable, (ii) the
existence of a City operating deficit of more than $100 million, (iii) issuance by the City of notes in
violation of certain restrictions on short-term borrowing imposed by the Act, (iv) any violation by the City
of any provision of the Act which substantially impairs the ability of the City to pay principal of or interest
on its bonds or notes when due and payable or its ability to adopt or adhere to an operating budget
balanced in accordance with the Act, or (v) joint certification by the State and City Comptrollers that they
could not at that time make a joint certification that sales of securities in the public credit market by or
for the benefit of the City during the immediately preceding fiscal year and the current fiscal year satisfied
its capital and seasonal financing requirements during such period and that there is a substantial
likelihood that such securities can be sold in the general public market from the date of the joint
certification through the end of the next succeeding fiscal year in amounts that will satisfy substantially all
of the capital and seasonal financing requirements of the City during such period in accordance with the
financial plan then in effect.

In 2003, the State Legislature amended the Act to change its termination date from the earlier of July
1, 2008 or the date on which certain bonds are discharged to the later of July 1, 2008 or the date on which
such bonds are discharged. The bonds referred to in the amended section of the Act are all bonds
containing the State pledge and agreement authorized under section 5415 of the Act (the “State
Covenant”). The State Covenant in those bonds effectively preserves the Act and substantial powers of
the Control Board until 2008.

The State Covenant is authorized to be included in bonds of the Municipal Assistance Corporation
For The City of New York (“MAC”) and bonds of the City. Since enactment of this amendment to the
Act, all of MAC’s bonds have been discharged and the City has not issued bonds containing the State
Covenant. However, many City bonds issued prior to the amendment do contain the State Covenant.
Because the City has issued such bonds with maturities as long as 30 years, the effect of the amendment
was to postpone termination of the Act from July 1, 2008 to 2033 (or earlier if all City bonds containing
the State Covenant are discharged). The State Legislature could, without violation of the State Covenant
contained in the City’s outstanding bonds, enact legislation that would terminate the Control Board and
the Act on or after July 1, 2008 because, at the time of issuance of those bonds, the termination date of
the Act was July 1, 2008 (or the date of the earlier discharge of such bonds).

However, the power to impose or continue a Control Period terminates in 2008. The power to impose
or continue a Control Period is covered by a section of the Act that was not amended, providing that no
Control Period shall continue beyond the earlier of July 1, 2008 or the date on which all bonds containing
the State Covenant are discharged. The State Legislature did not amend this provision. Therefore, under
current law, although the Act may continue in effect beyond July 1, 2008, no Control Period may be
imposed after July 1, 2008.

Under current law, the Control Board is funded by MAC, using the City sales tax. Because MAC’s
existence terminates on July 1, 2008, there will be no source of funding for the Control Board thereafter
unless legislative action is taken.

Financial Review and Oversight

The Control Board, with the Office of the State Deputy Comptroller (“OSDC”), reviews and
monitors revenues and expenditures of the City and the Covered Organizations. In addition, the
Independent Budget Office (the “IBO”) has been established pursuant to the City Charter to provide
analysis to elected officials and the public on relevant fiscal and budgetary issues affecting the City.

The Control Board is required to: (i) review the four-year financial plan of the City and of the
Covered Organizations and modifications thereto; (ii) review the operations of the City and the Covered
Organizations, including their compliance with the financial plan; and (iii) review certain contracts,
including collective bargaining agreements, of the City and the Covered Organizations. The requirement
to submit four-year financial plans and budgets for review was in response to the severe financial
difficulties and loss of access to the credit markets encountered by the City in 1975. The Control Board
must reexamine the financial plan on at least a quarterly basis to determine its conformance to statutory
standards.
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The ex officio members of the Control Board are the Governor of the State of New York (Chairman);
the Comptroller of the State of New York; the Mayor of The City of New York; and the Comptroller of
The City of New York. In addition, there are three private members appointed by the Governor. The
Executive Director of the Control Board is appointed jointly by the Governor and the Mayor. The
Control Board is assisted in the exercise of its responsibilities and powers under the Financial Emergency
Act by the State Deputy Comptroller.

SECTION IV: SOURCES OF CITY REVENUES

The City derives its revenues from a variety of local taxes, user charges and miscellaneous revenues,
as well as from federal and State unrestricted and categorical grants. State aid as a percentage of the City’s
revenues has remained relatively constant over the period from 1980 to 2006, while federal aid has been
sharply reduced. The City projects that local revenues will provide approximately 71.8% of total revenues
in the 2007 fiscal year while federal aid, including categorical grants, will provide 9.8%, and State aid,
including unrestricted aid and categorical grants, will provide 18.4%. Adjusting the data for comparability,
local revenues provided approximately 60.6% of total revenues in 1980, while federal and State aid each
provided approximately 19.7%. A discussion of the City’s principal revenue sources follows. For
additional information regarding assumptions on which the City’s revenue projections are based, see
“SECTION VII: FINANCIAL PLAN—Assumptions.” For information regarding the City’s tax base, see
“APPENDIX A—ECONOMIC AND DEMOGRAPHIC INFORMATION.”

Real Estate Tax

The real estate tax, the single largest source of the City’s revenues, is the primary source of funds for
the City’s General Debt Service Fund. The City expects to derive approximately 37.4% of its total tax
revenues and 23.3% of its total revenues for the 2007 fiscal year from the real estate tax. For information
concerning tax revenues and total revenues of the City for prior fiscal years, see “SECTION VI: FINANCIAL
OPERATIONS—2002-2006 Summary of Operations.”

The State Constitution authorizes the City to levy a real estate tax without limit as to rate or amount
(the “debt service levy”) to cover scheduled payments of the principal of and interest on indebtedness of
the City. However, the State Constitution limits the amount of revenue which the City can raise from the
real estate tax for operating purposes (the “operating limit”) to 2.5% of the average full value of taxable
real estate in the City for the current and the last four fiscal years less interest on temporary debt and the
aggregate amount of business improvement district charges subject to the 2.5% tax limitation. The table
below sets forth the percentage the debt service levy represents of the total levy. The City Council has
adopted a distinct tax rate for each of the four categories of real property established by State legislation.

COMPARISON OF REAL ESTATE TAX LEVIES, TAX LIMITS AND TAX RATES

Levy
Within
Debt Operating
Levy Service Limit as a
Within Debt Levy as a Percentage of Rate Per Average Tax Rate
Operating Service Percentage of Operating Operating  $100 of Full Per $100 of
Fiscal Year Total Levy(1) Limit Levy(2) Total Levy Limit Limit Valuation(3) Assessed Valuation(4)
(Dollars in Millions, except for Tax Rates)
2002 . ..... $ 9,271.2 $ 8,0859 $1,148.9 12.4% $ 8,128.0 99.5% $2.46 $10.37
2003 . ..... 10,688.8 8,694.6 19823 18.5 8,925.2 97.4 2.52 12.28
2004 . ... .. 12,250.7 9,387.4  2,821.2 23.0 9,893.5 94.9 2.50 12.28
2005 .. ..., 12,720.0 9,615.0 2,485.6 19.5 10,675.8 90.1 2.46 12.28
2006 ... ... 13,668.1 11,633.5  1,141.0 8.3 11,666.2 99.7 2.49 12.28
2007 . ... .. 14,291.2 13,094.4 221.0 1.5 13,2244 99.0 2.30 12.28

(1) As approved by the City Council.

(2) The debt service levy includes a portion of the total reserve for uncollected real estate taxes.

(3) Full valuation is based on the special equalization ratios (discussed below) and the billable assessed valuation. Special
equalization ratios and full valuations are revised periodically as a result of surveys by the State Board of Real Property
Services (as defined below).

(4) The increase in the rate between fiscal year 2002 and fiscal year 2003 reflects the 18.49% real estate tax increase effective
January 1, 2003 which resulted in approximately $839 million, $1.7 billion, $1.8 billion, $2.0 billion and $2.1 billion in increased
collections in the 2003 through 2007 fiscal years, respectively.

E-11



Assessment

The City has traditionally assessed real property at less than market value. The State Board of Real
Property Services (the “State Board”) is required by law to determine annually the relationship between
taxable assessed value and market value which is expressed as the “special equalization ratio.” The special
equalization ratio is used to compute full value for the purpose of measuring the City’s compliance with
the operating limit and general debt limit. For a discussion of the City’s debt limit, see “SECTION VIII:
INDEBTEDNESS—Indebtedness of the City and Certain Other Entities—Limitations on the City’s
Authority to Contract Indebtedness.” The ratios are calculated by using the most recent market value
surveys available and a projection of market value based on recent survey trends, in accordance with
methodologies established by the State Board from time to time. Ratios, and therefore full values, may
be revised when new surveys are completed. The ratios and full values used to compute the 2007 fiscal
year operating limit and general debt limit which are shown in the table below, have been established by
the State Board and include the results of the calendar year 2005 market value survey.

BILLABLE ASSESSED AND FULL VALUE OF TAXABLE REAL ESTATE®
Billable Assessed

Valuation of Special
Taxable Equalization
Fiscal Year Real Estate(2) + Ratio = Full Valuation(2)
2003...... $ 94,506,250,871 0.2230 $423,794,846,955
2004. ... .. 99,854,097,559 0.2056 485,671,680,734
2005. . .... 103,676,971,611 0.1860 557,403,073,177
2006. .. ... 111,397,956,330 0.1925 578,690,682,234
2007...... 116,477,764,261 0.1875 621,214,742,725

Average:  $533,355,005,165

(1) Also assessed by the City, but excluded from the computation of taxable real estate, are various categories of property exempt
from taxation under State law. For the 2006 fiscal year, the billable assessed value of all real estate (taxable and exempt) was
$192.6 billion comprised of $71.5 billion of fully exempt real estate, $44.6 billion of partially taxable real estate and $76.5 billion
of fully taxable real estate.

(2) Figures are based on estimates of the special equalization ratio which are revised annually. These figures are derived from
official City Council Tax Resolutions adopted with respect to the 2007 fiscal year. These figures differ from the assessed and
full valuation of taxable real estate reported in the CAFR, which excludes veterans’ property subject to tax for school purposes
and is based on estimates of the special equalization ratio which are not revised annually.

State law provides for the classification of all real property in the City into one of four statutory
classes. Class one primarily includes one-, two- and three-family homes; class two includes certain other
residential property not included in class one; class three includes most utility real property; and class four
includes all other real property. The total tax levy consists of four tax levies, one for each class. Once the
tax levy is set for each class, the tax rate for each class is then fixed annually by the City Council by
dividing the levy for such class by the billable assessed value for such class.

Assessment procedures differ for each class of property. For fiscal year 2006, class one was assessed
at approximately 6% of market value and classes two, three and four were each assessed at 45% of market
value. In addition, individual assessments on class one parcels cannot increase by more than 6% per year
or 20% over a five-year period. Market value increases and decreases for most of class two and all of class
four are phased in over a period of five years. Increases in class one market value in excess of applicable
limitations are not phased in over subsequent years. There is also no phase in for class three property.

Class two and class four real property have three assessed values: actual, transition and billable.
Actual assessed value is established for all tax classes without regard to the five-year phase-in requirement
applicable to most class two and all class four properties. The transition assessed value reflects this
phase-in. Billable assessed value is the basis for tax liability and is the lower of the actual or transition
assessment.

The share of the total levy that can be borne by each class is regulated by the provisions of the State
Real Property Tax Law. Each class share of the total tax levy is updated annually to reflect new
construction, demolition, alterations or changes in taxable status and is subject to limited adjustment to
reflect market value changes among the four classes. Class share adjustments are limited to a 5%
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maximum increase per year. Maximum class increases below 5% must be, and typically are, approved by
the State legislature. Fiscal year 2007 tax rates were set on June 29, 2006 and reflect a 5% limitation on
the market value adjustment for 2006 while the average tax rate was held at $12.283 per $100 of assessed
value, though individual class tax rates changed from the prior year level.

City real estate tax revenues may be reduced in future fiscal years as a result of tax refund claims
asserting overvaluation, inequality of assessment and illegality. For a discussion of various proceedings
challenging assessments of real property for real estate tax purposes, see “SECTION IX: OTHER
INFORMATION—Litigation—Tuaxes.” For further information regarding the City’s potential exposure in
certain of these proceedings, see “APPENDIX B—FINANCIAL STATEMENTS—Notes to Financial
Statements—Note D.4.”

The State Board annually certifies various class ratios and class equalization rates relating to the four
classes of real property in the City. “Class ratios,” which are determined for each class by the State Board
by calculating the ratio of assessed value to market value, are used in real estate tax certiorari proceedings
involving allegations of inequality of assessments. For further information regarding the City’s proceed-
ings, see “SECTION IX: OTHER INFORMATION—Litigation—7axes.”

Trend in Taxable Assessed Value

During the decade prior to fiscal year 1993, real estate tax revenues grew substantially. Because State
law provides for increases in assessed values of most properties to be phased into property tax bills over
five-year periods, billable assessed values continued to grow and real estate tax revenue increased through
fiscal year 1993 even as market values declined during the local recession. From fiscal year 1994 through
fiscal year 1997 billable assessed values declined, reflecting the impact of the protracted local recession on
office vacancy rates and on office building valuations. Billable assessed value resumed slow growth in
fiscal years 1998, 1999, and 2000 growing 0.7%, 2.6%, and 3.4%, respectively, as the local recovery began
to accelerate and office vacancy rates dropped below 12%.

For fiscal year 2001, billable assessed valuation rose by $3.2 billion to $83.3 billion. The billable
assessed valuation as determined by the City Department of Finance and as reported in the CAFR rose
to $88.3 billion, $93.3 billion, $98.6 billion, $102.4 billion and $110.2 billion for fiscal years 2002 through
2006 respectively. The Department of Finance released the final assessment roll for fiscal year 2007 on
May 25, 2006. The billable assessed value rose by $5.1 billion over the 2006 assessment roll to
$115.1 billion, a growth of 4.6% over fiscal year 2006. Billable assessed valuations are forecast to grow by
4.9% in fiscal year 2008 and 4.7% and 4.6% in fiscal years 2009 and 2010, respectively.

Collection of the Real Estate Tax

Real estate tax payments are due each July 1 and January 1. Owners of class one and class two
properties assessed at $80,000 or less and cooperatives whose individual units on average are valued at
$80,000 or less are eligible to make tax payments in quarterly installments on July 1, October 1, January 1
and April 1. An annual interest rate of 9% compounded daily is imposed upon late payments on
properties with an assessed value of $80,000 or less except in the case of (i) any parcel with respect to
which the real estate taxes are held in escrow and paid by a mortgage escrow agent and (ii) parcels
consisting of vacant or unimproved land. An interest rate of 18% compounded daily is imposed upon late
payments on all other properties. These interest rates are set annually.

The City primarily uses two methods to enforce the collection of real estate taxes. The City is
authorized to sell real estate tax liens on class one properties which are delinquent for at least three years
and class two, three and four properties which are delinquent for at least one year. In addition, the City
is entitled to foreclose delinquent tax liens by in rem proceedings after one year of delinquency with
respect to properties other than one- and two-family dwellings and condominium apartments for which
the annual tax bills do not exceed $2,750, as to which a three-year delinquency rule is in effect.

The real estate tax is accounted for on a modified accrual basis in the General Fund. Revenue
accrued is limited to prior year payments received, offset by refunds made, within the first two months of
the following fiscal year. In deriving the real estate tax revenue forecast, a reserve is provided for
cancellations or abatements of taxes and for nonpayment of current year taxes owed and outstanding as
of the end of the fiscal year.
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The following table sets forth the amount of delinquent real estate taxes (owed and outstanding as
of the end of the fiscal year of levy) for each of the fiscal years indicated. Delinquent real estate taxes do
not include real estate taxes subject to cancellation or abatement under various exemption or abatement
programs. Delinquent real estate taxes generally increase during a recession and when the real estate
market deteriorates. Delinquent real estate taxes generally decrease as the City’s economy and real estate
market recover.

In fiscal years 2002 through 2006, the City sold to separate statutory trusts real estate tax liens for
which the City received net proceeds of approximately $44.5 million, $22.6 million, $89.8 million, $37.7
million and $93.8 million, respectively. The Financial Plan reflects receipt of $49.0 million in fiscal year
2007 from tax lien sales.

REAL ESTATE TAX COLLECTIONS AND DELINQUENCIES

Cancellations,

Tax Net Credits, Delinquency
Collections  Prior Year Abat t Delinquent as a
Tax Collections as a (Delinquent Exempt Property as of End  Percentage
Tax on Current Percentage Tax) Restored and of Fiscal of Tax
Fiscal Year Levy(1) Year Levy(2) of Tax Levy Collections Refunds(3) Shelter Rent Year(4) Levy Lien Sale(5)
(Dollars In Millions)

2002. . ... $ 92712  § 8.590.8 92.6%  $1512  $(138.1) $(374.2) $(306.2) 3.30% $44.5
2003 ... .. 10,688.8 9,943.5 93.0 126.3 (149.1) (457.2) (288.1) 2.70 22.6
2004 . .. .. 12,250.7 11,370.3 92.8 180.1 (195.1) (591.0) (289.3) 2.36 89.8
2005. . ... 12,7200 11,5217 90.6 1362 (231.4) (898.0) (300.3) 236 37.7
2006. . . .. 13,668.1 12,459.0 91.2 140.3 (222.1) (929.9) (279.2) 2.04 93.8
2007(6) ... 142912 12,988.9 90.9 148.0 (215.0) (976.2) (326.0) 2.28 49.0

(1) As approved by the City Council through fiscal year 2006.

(2) Quarterly collections on current year levy.

(3) Includes repurchases of defective tax liens amounting to $3.9 million, $11.1 million, $5.6 million, $2.9 million and $0.2 million
in the 2002, 2003, 2004, 2005 and 2006 fiscal years, respectively.

(4) These figures include taxes due on certain publicly owned property and exclude delinquency on shelter rent and exempt

property.
(5) Net of reserve for defective liens.
(6) Forecast.

Other Taxes

The City expects to derive 62.6% of its total tax revenues for the 2007 fiscal year from a variety of
taxes other than the real estate tax, such as: (i) the 4'4% sales and compensating use tax, in addition to
the 42% sales and use tax imposed by the State upon receipts from retail sales of tangible personal
property and certain services in the City; (ii) the personal income tax on City residents; (iii) a general
corporation tax levied on the income of corporations doing business in the City; and (iv) a banking
corporation tax imposed on the income of banking corporations doing business in the City.

For local taxes other than the real estate tax, the City may adopt and amend local laws for the levy
of local taxes to the extent authorized by the State. This authority can be withdrawn, amended or
expanded by State legislation. Without State authorization, the City may impose real estate taxes to fund
general operations in an amount not to exceed 2.5% of property values in the City as determined under
a State mandated formula. In addition, the State cannot restrict the City’s authority to levy and collect real
estate taxes in excess of the 2.5% limitation in the amount necessary to pay principal of and interest on
City indebtedness. For further information concerning the City’s authority to impose real estate taxes, see
“Real Estate Tax” above. Payments by the State to the City of sales tax and stock transfer tax revenues
are subject to appropriation by the State. Until the defeasance of all of MAC’s outstanding bonds with the
proceeds of Sales Tax Asset Receivable Corporation (“STAR Corp.”) bonds and MAC funds in fiscal year
2005, such sales tax and stock transfer tax revenues were made available first to MAC for payment of
MAC debt service, reserve fund requirements, operating expenses, and State oversight costs with the
balance payable to the City. Sales tax and stock transfer tax revenues are currently made available first
to MAC for payment of MAC operating expenses and State oversight costs with the balance payable to
the City. Such costs are expected to total approximately $10 million in fiscal year 2007. A portion of sales
tax payments payable to the City would be paid to the TFA if personal income tax revenues do not satisfy
specified debt service ratios.
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Revenues from taxes other than the real estate tax in the 2006 fiscal year increased by $2.325 billion,
an increase of approximately 12.1% from the 2005 fiscal year. The following table sets forth, by category,
revenues from taxes, other than the real estate tax, for each of the City’s 2002 through 2006 fiscal years.

2002 2003 2004 2005 2006
(In Millions)

Personal Income(1) .............. ..., $ 4538 $ 4460 $ 5984 $ 6,638 $ 7,657
General Corporation ........................ 1,330 1,237 1,540 1,994 2,379
Banking Corporation ........................ 320 213 415 601 656
Unincorporated Business Income ............. 791 832 908 1,117 1,308
Sales ... 3,360 3,535 4,018 4,355 4,418
Commercial Rent ........................... 380 397 426 445 477
Real Property Transfer ...................... 425 513 766 1,055 1,295
Mortgage Recording ........................ 477 526 817 1,250 1,353
Utility .« 258 295 291 340 391
Cigarette .. ...ttt 27 159 138 125 123
Hotel ... . 184 192 217 257 296
AlLOther(2) . ..o veee e 381 367 487 475 448
AUdits ..o 485 571 576 600 775

Total ........ ... $12,957  $13,297  $16,583  $19.250  $21,575

Note: Totals may not add due to rounding.

(1) Personal Income excludes $451 million, $537 million, $109 million, $497 million and $350 million retained by the TFA in fiscal
years 2002 through 2006, respectively. In fiscal years 2002 through 2006, Personal Income includes $520 million, $540 million,
$540 million, $632 million and $692 million, respectively, which was provided to the City by the State as a reimbursement for
the reduced personal income tax revenues resulting from the School Tax Relief Program (“STAR Program”). Personal Income
taxes flow directly from the State to the TFA, and from the TFA to the City only to the extent not required by the TFA for
debt service, reserves, operating expenses and contractual and other obligations incurred pursuant to the TFA indenture.
Personal Income also reflects the impact of grants to the TFA of $624 million, $400 million and $947 million in fiscal years 2003,
2004 and 2005, respectively, which were used by the TFA to pay debt service in each subsequent fiscal year, thereby increasing
tax revenue by $624 million, $400 million and $947 million in fiscal years 2004, 2005 and 2006, respectively.

(2) All Other includes, among others, surtax revenues from the New York City Off-Track Betting Corporation (“OTB”), beer and
liquor taxes, and the automobile use tax, but excludes the State’s STAR Program aid of $632 million, $660 million, $677 million,
$784 million and $857 million in fiscal years 2002 through 2006, respectively.

Miscellaneous Revenues

Miscellaneous revenues include revenue sources such as charges collected by the City for the issuance
of licenses, permits and franchises, interest earned by the City on the investment of City cash balances,
tuition and fees at the Community Colleges, reimbursement to the City from the proceeds of water and
sewer rates charged by the New York City Water Board (the “Water Board”) for costs of delivery of water
and sewer services and paid to the City by the Water Board for its lease interest in the water and sewer
system, rents collected from tenants in City-owned property and from The Port Authority of New York
and New Jersey (the “Port Authority”) with respect to airports, and the collection of fines. The following
table sets forth amounts of miscellaneous revenues for each of the City’s 2002 through 2006 fiscal years.

2002 2003 2004 2005 2006
(In Millions)
Licenses, Permits and Franchises .............. $ 356 $ 357 $ 374 $ 395 $ 418
Interest Income ............. .. ... ... 81 43 30 149 362
Charges for Services .. ..., 461 501 592 614 611
Water and Sewer Payments................... 858 846 885 899 990
Rental Income .............................. 115 109 108 944 209
Fines and Forfeitures ........................ 485 548 697 745 723
Other........ooiiii i 1,383 2,244 684 1,327 548
Total..........coviiiiii i $3,739  $4,648  $3370  $5,073  $3,862

Note: Totals may not add due to rounding.

Rental income in fiscal year 2005 includes approximately $781.9 million in Port Authority payments
for back rent and renegotiated lease payments for the City’s airports. Rental income in fiscal year 2006
includes approximately $93.5 million in Port Authority lease payments for the City airports.
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Fees and charges collected from the users of the water and sewer system of the City are revenues of
the Water Board, a body corporate and politic, constituting a public benefit corporation, all of the
members of which are appointed by the Mayor. The Water Board currently holds a long-term leasehold
interest in the water and sewer system pursuant to a lease between the Water Board and the City.

Other miscellaneous revenues for fiscal years 2002 through 2006 include $211 million, $150 million,
$67 million, $68 million and $5 million, respectively, of tobacco settlement receivables (“TSRs”) from the
settlement of litigation with certain cigarette manufacturers, that are not retained by TSASC for debt
service, trapping requirements and operating expenses. Other miscellaneous revenues for fiscal years 2002
through 2006 do not include TSRs retained by TSASC for debt service, trapping requirements and
operating expenses, totaling $45 million, $103 million, $147 million, $149 million and $194 million,
respectively. For further information see “SECTION VII: FINANCIAL PLAN—Assumptions—Revenue
Assumptions—4. Miscellaneous Revenues” and “SECTION VIII: INDEBTEDNESS—Indebtedness of the
City and Certain Other Entities.” Other miscellaneous revenues for fiscal year 2002 include $208 million
from the sale of mortgages of the Department of Housing Preservation and Development (“HPD”), $154
million reimbursement by HHC for malpractice claims and $361 million in TFA reimbursement for costs
related to or arising from the September 11 attack (“Recovery Costs”). Other miscellaneous revenues for
fiscal year 2003 include $50 million in recovery of prior expenditures, $106 million in reimbursement for
landfill closure costs and $1.5 billion of TFA bond proceeds to reimburse Recovery Costs. For information
on TFA borrowing for Recovery Costs, see “SECTION VIII: INDEBTEDNESS—Indebtedness of the City
and Certain Other Entities.” Other miscellaneous revenues for fiscal year 2004 include $95 million from
the sale of 300 taxi medallions and $71 million from a financing by the New York City Industrial
Development Agency (“IDA”) which reimbursed the City for costs incurred in connection with the New
York Stock Exchange project. Other miscellaneous revenues for fiscal year 2005 include $631 million from
the refinancing of MAC debt by STAR Corp. which reimbursed the City for revenues retained by MAC
in fiscal years 2004 and 2005, $97.9 million from the sale of 273 taxi medallions, $44.5 million from the sale
of the former headquarters of the BOE (as defined below) and $39.6 million from the refund of prior year
expenditures. Other miscellaneous revenues for fiscal year 2006 include a $49 million payment from the
Fiscal Year 2005 Securitization Corp., $45 million from the release of remediation funds in a trust and
agency account, $11 million from the refund of prior year expenditures, $9 million from the reimburse-
ment for landfill closure costs and $7.9 million from HHC for City administrative support.

Unrestricted Intergovernmental Aid

Unrestricted federal and State aid has consisted primarily of per capita aid from the State
government. These funds, which are not subject to any substantial restriction as to their use, are used by
the City as general support for its Expense Budget. State general revenue sharing (State per capita aid)
is allocated among the units of local government by statutory formulas which take into account the
distribution of the State’s population and the full valuation of taxable real property. In recent years,
however, such allocation has been based on prior year levels in lieu of the statutory formula. For a further
discussion of unrestricted State aid, see “SECTION VII: FINANCIAL PLAN—Assumptions—Revenue
Assumptions—S5. Unrestricted Intergovernmental Aid.”

The following table sets forth amounts of unrestricted federal and State aid received by the City in
each of its 2002 through 2006 fiscal years.

2002 2003 2004 2005 2006

~ (nMillionsy

State Per Capita Aid............couiiiiiriiiaieaann.. $328 § 400 $327 $327 $327
Other(1) ..o 338 1,043 636 277 167
Total. ... $666  $1,443  $963  $604  $494

(1) Included in the 2002 through 2006 fiscal years are $201 million, $180 million, $250 million, $264 million and $142 million,
respectively, of aid associated with the partial State takeover of long-term care Medicaid costs. Included in the 2003 and 2004
fiscal years are approximately $762 million and $151 million, respectively, in non-recurring Federal Emergency Management
Agency (“FEMA”) reimbursement for costs related to the September 11 attack. A total of approximately $197 million for
unpaid prior year education aid and $9 million of federal reimbursement for snow removal costs are included in fiscal year 2004.
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Federal and State Categorical Grants

The City makes certain expenditures for services required by federal and State mandates which are
then wholly or partially reimbursed through federal and State categorical grants. State categorical grants
are received by the City primarily in connection with City welfare, education, higher education, health and
mental health expenditures. The City also receives substantial federal categorical grants in connection
with the federal Community Development Block Grant Program (“Community Development”). The
federal government also provides the City with substantial public assistance, social service and education
grants as well as reimbursement for all or a portion of certain costs incurred by the City in maintaining
programs in a number of areas, including housing, criminal justice and health. All City claims for federal
and State grants are subject to subsequent audit by federal and State authorities. Certain claims submitted
to the State Medicaid program by the City are the subject of investigation by the Office of the Inspector
General of the United States Department of Health and Human Services (“OIG”). For a discussion of
claims for which a final audit report has been issued by OIG, see “SECTION IX: OTHER INFORMATION—
Litigation—M iscellaneous.” The City provides a reserve for disallowances resulting from these audits
which could be asserted in subsequent years. Federal grants are also subject to audit under the Single
Audit Act Amendments of 1996. For a further discussion of federal and State categorical grants, see
“SECTION VII: FINANCIAL PLAN—Assumptions—Revenue Assumptions—6. Federal and State Categori-
cal Grants.”

The following table sets forth amounts of federal and State categorical grants received by the City for
each of the City’s 2002 through 2006 fiscal years.

2002 2003 2004 2005 2006
T T (In Bﬁons) T T
Federal
Community Development(1)................ $ 281 $ 226 $ 240 $ 268 $ 261
Social Services(2). ... 2,541 2,550 2,448 2,405 2,181
Education(2)...........oooiiiii i 1,364 1,595 1,770 1,909 1,693
Other(2)(3) oo e oot 1,911 1,247 957 2,072 1,109
Total...........coo ... $6,097 $5,618 $5,415 $6,654 $5,243
State
Social Services . ...ovvu i $1,585 $1,576 $1,724 $1,741 $1,906
Education .........