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to give any inf9rmation or to malee any representations in coan�diQn. witla the. Bonds or the matters 
described herein, other than those contained in this Official Statement, and, 11 given or made, such other 
information or representations must not be relied upon as having been authorized by the City or the 
Underwriters. This Official Statement does not constitute an otter to sell or the solicitation of an offer 
to buy, nor shall there be any sale of the Bonds by any person in any jurisdictioa in which it is unlawful 
for such person to make such otter, solicitation or sale. The information set forth in Appendix I has 
been supplied by the Insurer, and the Underwriters and the City make no representation as to the 
accuracy or adequacy of such information. The information and expressions of opinion contained herein 
are subject to change without , notice, and neither the delivery of this Oflicial Statement, nor any sale 
made hereunder, shall, under any circumstances, create any implication that there has been no change 
in the matters described herein slDce the date hereof. This Official Statement is submitted in connection 
with the sale of the Bonds referred to herein and may not be reproduced or used, in whole or in part, 
for any other purpose. The Underwriters may otter and sell Bonds' toeertain dealers and others at 
prices lower than the offering prices stated on the Cover Pa¥e her�of. The otJering prices may be 
changed from time to time by the Underwriters. No representabons are made or implied by the City as 
to any offering by the Underwriters or others of any derivative instruments. 

The factors affecting the City's financial condition 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 
position herein. Where agreements, reperts or other dCK:u .. eDt� ... e referred to herein, reference should 
be made to such agreements, reports or other documents foJ' more c()mplete information re�arding the 
rights and obligations of parties thereto, facts and opinions contained therein and the subject matter 
thereof . 
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OFFICIAL STATEMENT 

OF 

THE CITY OF NEW YORK 

This Official Statement provides certain information concerning The City of New York (the "City") 
in connection with the sale of $568,455,000 aggregate principal amount of the City's General Obligation 
Bonds, Fiscal 1993 Series C (the "Bonds") consisting of $460,130,000 of fixed-rate bonds (the "Fixed 
Rate Bonds"), $42,775,000 of Short RITES Bonds (the "Short RITES Bonds"), $32,775,000 of Short 
Term Auction Rate Securities (the "Short Term Auction Rate Securities") and $32,775,000 of 
Complementary Auction Rate Securities (the "Complementary Auction Rate Securities" and, with the 
Short Term Auction Rate Securities, the "Securities"). 

INTRODUCTORY STATEMENT 

The Bonds will be general obligations of the City for the payment of which the City will pledge its 
faith and credit. 

The City, with a population of approximately 7.3 million, 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 the nation's leading 
tourist destination. Manufacturing activity in the City is conducted primarily in apparel and printing. 

Over the past three years, the rate of economic growth in the City has slowed substantially, and the 
City's economy is currently in recession. The City projects, and its current four-year financial plan 
assumes, a continuation of the recession in the New York City region in the 1992 calendar year with a 
recovery in the 1993 calendar year. The Mayor is responsible for preparing the City's four-year financial 
plan, including the City's current financial plan for the 1993 through 1996 fiscal years (the "1993-1996 
Financial Plan" or "Financial Plan"). The City Comptroller has issued reports concluding that the 
recession of the City's economy will be more severe and last longer than is assumed in the Financial 
Plan. See "SECTION I: RECENT FINANCIAL DEVELOPMENTS" and "SECTION VII: 1993-1996 FINANCIAL 
PLAN-Certain Reports". 

For each of the 1981 through 1992 fiscal years, the City achieved balanced operating results as 
reported in accordance with generally accepted accounting principles ("GAAP"), and the City's 1993 
fiscal year results are projected to be balanced in accordance with GAAP. The City was required to 
close substantial budget gaps in its 1990, 1991 and 1992 fiscal years in order to maintain balanced 
operating results. There can be no assurance that the City will continue to maintain a balanced budget, 
or that it can maintain a balanced budget without additional tax or other revenue increases or 
reductions in City services, which could adversely affect the City's economic base. The City Comptroller 
has issued reports that have warned of the adverse effects on the City's economy of the tax increases 
that were imposed during fiscal years 1991 and 1992. For information on the City's revenues and 
expenditures, see "SECTION IV: SOURCES OF CITY REVENUES", "SECTION V: CITY SERVICES AND 
EXPENDITURES" and "SECTION VI: FINANCIAL OPERATIONS-1988-1992 Statement of Operations". 

Pursuant to the laws of the State, 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. For information regarding the current financial plan, see "SECTION I: RECENT FINANCIAL 
DEVELOPMENTS" and "SECTION VII: 1993-1996 FINANCIAL PLAN". The City is required to submit its 
financial plans to review bodies, including the New York State Financial Control Board ("Control 
Board"). If the City were to experience certain adverse financial circumstances, including the 
occurrence or the substantial likelihood and imminence of the occurrence of an annual operating deficit 
of more than $100 million or the loss of access to the public credit markets to satisfy the City's capital 
and seasonal financing requirements, the Control Board would be required by State law to exercise 
certain powers, including prior approval of City financial plans, proposed borrowings and certain 
contracts. For further information regarding the Control Board and State laws which provide for 
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oversight and, under certain circumstances, control of the City's financial and management practices, see 
"SECTION III: GOVERNMENT AND FINANCIAL CONTROLS-City Financial Management, Budgeting and 
Controls-Financial Emergency Act". 

The City depends on the State for State aid both to enable the City to balance its budget and to 
meet its cash requirements. As a result of the national and regional economic recession, the ,State's 
projections of tax revenues for its 1991 and 1992 fiscal years were substantially reduced. For its 1993 
fiscal year, the State, before taking any remedial action reflected in the State budget enacted by the 
State Legislature on April 2, 1992, reported a potential budget deficit of $4.8 billion (after providing for 
repayment of $531 million of short-term deficit notes as described below); see "SECTION I: RECENT 
FINANCIAL DEVELOPMENTs-The State" .  If the State experiences revenue shortfalls or spending 
increases beyond its projections during its 1993 fiscal year or subsequent years, such developments could 
result in reductions in projected State aid to the City. In addition, there can be no assurance that State 
budgets in future fiscal years will be adopted by the April 1 statutory deadline and that there will not be 
adverse effects on the City'S cash flow and additional City expenditures as a result of such delays. 

The City'S projections set forth in the Financial Plan are based on various assumptions and 
contingencies which are uncertain and which may not materialize. Changes in major assumptions could 
significantly affect the City's ability to balance its budget as required by State law and to meet its annual 
cash flow and financing requirements. Such assumptions and contingencies are described throughout 
this Official Statement and include the timing of any regional and local economic recovery, the impact 
on real estate tax revenues of the current downturn in the real estate market, the absence of wage 
increases in excess of the increases assumed in the Financial Plan, employment growth, provision of 
State and Federal aid and mandate relief, State legislative approval of future State budgets, adoption of 
City budgets by the New York City Council, and approval by the Governor or the State Legislature of 
various other actions proposed in the Financial Plan. 

Implementation of the Financial Plan is also dependent upon the City's ability to market its 
securities successfully in the public credit markets. The City's financing program for fiscal years 1993 
through 1996 contemplates the issuance of $13.8 billion of general obligation bonds primarily to 
reconstruct and rehabilitate the City's infrastructure and physical assets and to make capital 
investments. For information concerning a report which sets forth the recommended capital investment 
to bring certain identified assets of the City to a state of good repair, see "SECTION VII: 1993-1 996 
FINANCIAL PLAN-Long-Term Capital and Financing Program". A significant portion of the City's 
financing program is used to reimburse the City's general fund for capital expenditures already incurred. 
In addition, the City issues revenue and tax anticipation notes to finance its seasonal working capital 
requirements. The success of projected public sales of City bonds and notes will be subject to prevailing 
market conditions, and no assurance can be given that such sales will be completed. If the City were 
unable to sell its general obligation bonds and notes, it would be prevented from meeting its planned 
operating and capital expenditures. 

The City Comptroller and other agencies and public officials have issued reports and made public 
statements which, among other things, state that projected revenues may be less and future 
expenditures may be greater than those forecast in the Financial Plan . In addition, the Control Board 
staff and other agencies have questioned whether the City has the capacity to generate sufficient 
revenues in the future to meet the costs of its expenditure increases and to provide necessary services. It 
is reasonable to expect that such reports and statements will continue to be issued and to engender 
public comment. See "SECTION VII: 1993-1996 FINANCIAL PLAN-Certain Reports" .  For information 
concerning the City's credit rating, see "SECTION IX: OTHER INFORMATION-Ratings". 

The factors affecting the City'S financial condition and the Bonds described throughout this Official 
Statement are complex and are not intended to be summarized in this Introductory Statement. This 
Official Statement should be read in its entirety. 
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SECTION I: RECENT FINANCIAL DEVELOPMENTS 

Fiscal Year 1992 

The City achieved balanced operating results as reported in accordance with GAAP for the 1992 
fiscal year. For further information, see "SECTION VI: FINANCIAL OPERATIONS".  In order to achieve a 
balanced budget for the 1992 fiscal year, during the 1991 fiscal year, the City implemented various 
actions for the 1992 fiscal year to close a projected gap of $3.3 billion in the 1992 fiscal year. This $3.3 
billion gap resulted from, among other things, projected tax revenue shortfalls of approximately $1.4 
billion in the 1992 fiscal year, due primarily to weaknesses in personal income tax withholding and sales 
tax receipts� proposed State aid for the City which was $564 million less than the amount projected by 
the City; approximately $400 million of projected increases in legally mandated expenditures, including 
public assistance and Medicaid expenditures; and $73 million of increased debt service costs. The gap
closing measures for the 1992 fiscal year included receipt of $605 million from tax increases, including 
increases in the real property tax and personal income tax; $184 million of projected reduced debt 
service costs; approximately $1 .5 billion of proposed service reductions, including a reduction in the 
number of City employees through attrition and layoffs; proposed productivity savings of $545 million; 
revenue initiatives of $213 million, including improved tax audit collections; $84 million resulting from 
the proposed consolidation and restructuring of agency operations; and other non-tax revenue measures 
totaling $250 million. 

1993·1996 Financial Plan 

On November 19,  1992, the City submitted to the Control Board the Financial Plan for the 1993 
through 1996 fiscal years, which is a modification to a financial plan submitted to the Control Board on 
June 1 1 ,  1992 (the "June Financial Plan"),  which relates to the City, the Board of Education ("BOE") 
and the City University of New York ("CUNY").  The 1993-1996 Financial Plan projects revenues and 
expenditures for the 1993 fiscal year balanced in accordance with GAAP. 

During the 1992 fiscal year, the City proposed various actions to close a previously projected gap of 
approximately $1 .2 billion for the 1993 fiscal year. The gap closing actions for the 1993 fiscal year 
proposed during the 1992 fiscal year, and outlined in the City'S June Financial Plan, included $489 
million of discretionary transfers from the 1992 fiscal year and $100 million to be made available by the 
Municipal Assistance Corporation For The City of New York ("MAC"). Additional gap-closing actions 
included $188 million of reduced costs or increased revenues resulting from productivity initiatives; 
other revenue actions totaling $19 million; administrative overhead reductions totaling $45 million; 
service reductions totaling $229 million; reduced debt service costs of $10 million resulting from a 
reduction in the City'S capital program; and an additional $129 million in savings from restructuring the 
delivery of City services. 

The 1993-1996 Financial Plan, submitted to the Control Board on November 19, 1992, reflects 
changes in actual receipts and forecast revenues· and expenditures as a result of changes in 
circumstances since June 1992. For the 1993 fiscal year, the Financial Plan includes additional gap
closing actions to offset an additional potential $81 million budget gap, resulting principally from 
approximately $300 million in increased expenditures, including increased expenditures for BOE and 
other costs, which were partially offset by $136 million in reduced debt service costs and a reduction in 
the reserve for expenses relating to prior years. The additional gap-closing measures include an early 
retirement program, reduced hiring and savings by City agencies. 

The City Comptroller issued a report on October 8, 1992, prior to the publication of the Financial 
Plan, that warned of risks to the fiscal year 1993 budget of approximately $270 million. The report 
concluded, however, that potential savings and other resources exist to offset such possible risks to the 
budget. The City Comptroller said it was essential to maximize such savings to offset the serious risks to 
the budget in fiscal year 1994. See "SECTION VII: 1993- 1996 FINANCIAL PLAN-Certain Reports". 

The Financial Plan also sets forth projections and outlines a proposed gap-closing program for the 
1994 through 1996 fiscal years to close projected budget gaps of $1 .7 billion, $2.0 billion and $2.6 billion, 
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respectively, in the 1994 through 1996 fiscal years. These actions include $250 million and $125 million in 
increased Federal assistance in the 1994 and 1995 fiscal years, respectively; a continuation of the 
personal income tax surcharge, resulting in revenues of $120 million, $385 million, and $408 million in 
the 1994 through 1996 fiscal years, respectively; a proposed increase in the non-residential earnings tax 
and certain excise taxes, the imposition of new City taxes on wine and tobacco products (other than 
cigarettes) and on certain carbon fuels and the recapture of unredeemed bottle deposits, totaling $177 
million, $177 million and $187 million, in the 1994 through 1996 fiscal years, respectively; a savings from 
the Governor's proposed State cost containment and assumption of Medicaid costs program, the 
proposed "New York, New York" program involving various mandate relief measures and the 
reallocation of State education aid among various localities, aggregating $364 million, $508 million and 
$571 million in the 1994 through 1996 fiscal years, respectively; increased revenues and reduced 
expenditures resulting from agency actions; savings from an early retirement program and a partial 
hiring freeze; and savings from restructuring the delivery of City services. 

Various actions proposed in the Financial Plan, including the proposed continuation of the personal 
income tax surcharge, the proposed City tax program, the Medicaid and "New York, New York" 
programs and the proposed reallocation of State education aid, are subject to approval by the Governor 
and approval by the State Legislature, and the proposed increase in Federal aid is subject to approval 
by Congress and the President. The State Legislature failed to approve the proposed Medicaid and 
certain "New York, New York" programs and the proposed reallocation of State education aid in the 
last session and has in the past failed to approve tax proposals similar to the proposed City tax program. 
The Financial Plan assumes that these proposals will be approved by the State Legislature during the 
1993 fiscal year. If these actions cannot be implemented, the City will be required to take other actions 
to decrease expenditures or increase revenues to maintain a balanced financial plan. See "SECTION VII: 
1993-1996 FINANCIAL PLAN-Certain Reports" and "SECTION IX: OTHER INFORMATION-Ratings". 

The City Comptroller issued a report on July 21,  1992 on the June Financial Plan that projected 
potential budget gaps in fiscal years 1994 through 1996 of approximately $1 .3 billion, $1 .2 billion and 
$1 .3 billion, respectively, after taking into account the City's gap-closing program set forth in the June 
Financial Plan. See "SECTION VII: 1993-1996 FINANCIAL PLAN-Certain Reports". 

Collective Bargaining Agreements 

Nearly all of the City's collective bargaining agreements with the large municipal unions 
representing civilian employees expired some time during the 1992 fiscal year. The collective bargaining 
agreements previously reached with the United Federation of Teachers (the "UFT"), Local 237 of the 
International Brotherhood of Teamsters ("Local 237"), District Council 37 of the American Federation 
of State, County and Municipal Employees ("District Council 37"), and the Communications Workers 
of America ("CWA") and other smaller unions covered approximately 70% of the City's workforce for 
the 1991 fiscal year and a portion of the 1992 fiscal year. The collective bargaining agreements included 
total increases of between 5 .0% and 5.8% , a portion of which was funded from funds previously 
allocated for collective bargaining increases, with the remainder from a combination of State funds and 
reduced contributions to certain pension funds based on revised earnings assumptions on such funds' 
assets. 

The 1993-1996 Financial Plan incorporates certain assumptions regarding the costs of collective 
bargaining agreements to be negotiated in the future. For those employees whose unions have not 
reached collective bargaining agreements with the City for the 1991 fiscal year, the City has allocated 
funds for an incremental 1.5% increase in the 1992 fiscal year and a 1 .5% increase carried forward from 
the 1991 fiscal year. For such employees, the Financial Plan provides for no increase in the 1993 and 
1994 fiscal years, a 1 .5% increase in the 1995 fiscal year and a 2.0% increase in the 1996 fiscal year. In 
addition, the Financial Plan assumes no additional wage increases for UFT, District Council 37, Local 
237, CWA and other employees whose unions have settled following the expiration of their respective 
agreements with the City in fiscal year 1992 until the 1995 and 1996 fiscal years for which a 1 .5% 
increase and a 2.0% increase, respectively, are assumed, and that any additional wage increases in fiscal 
years 1992, 1993 and 1994 would be funded through "gain-sharing" agreements at no additional cost to 
the City. Each 1 % wage increase for all employees upon expiration at various times during the 1992 

4 



fiscal year of their respective collective bargaining agreements would cost the City an additional $84 
million for fiscal year 1992 and $142 million in each of the 1993 through 1996 fiscal years above the 
amounts provided for in the 1993-1996 Financial Plan. These additional costs assume that all employees 
whose unions have not reached collective bargaining agreements with the City for the 1991 fiscal year 
reach settlements consistent with the 1 .5% wage increases assumed in the Financial Plan and with 
contract lengths similar to District Council 37, Local 237 and CWA. 

The terms of eventual wage settlements could be determined through the impasse procedure in the 
New York City Collective Bargaining Law, which can impose a binding settlement. For further 
information regarding the agreements between the City and each of the UFT, District 37, Local 237 and 
CWA and certain other municipal unions, see "SECTION VII: 1993-1996 FINANCIAL PLAN
Assumptions-Expenditure Assumptions-I. Personal Service Costs". 

The State 

As a result of the national and regional economic recession, the State 's projections of tax revenues 
for its 1991 and 1992 fiscal years were substantially reduced. In addition, the Governor's Executive 
Budget for the State's 1993 fiscal year commencing April 1, 1992, identified a potential budgetary 
imbalance for the State's 1993 fiscal year of $4.8 billion (after providing for repayment of $531 million of 
short-term deficit notes) . Consequently, the State took various actions for its 1992 and 1993 fiscal years, 
which included reductions in State aid to localities from amounts previously projected. If additional 
revenue shortfalls or spending increases occur during the State's 1993 fiscal year or subsequent years 
beyond current projections, such developments could result in reductions in State aid to localities, 
including the City. The second quarterly update of the 1992-93 State Financial Plan was released on 
October 26, 1992. The update included modest increases in both the anticipated receipts and 
disbursements set forth in the 1992-93 State Financial Plan formulated on April 13, 1992, as modified by 
the first quarterly update issued on July 30, 1992. The second quarterly update also forecasts that the 
State economy, as measured by employment, will decline for the third consecutive year in the State 's 
1993 fiscal year. The State Division of the Budget projected a $21 million positive balance for the State 's 
General Fund (the major operating fund of the State) at fiscal year end. The Division of the Budget has 
cautioned, however, that its projections are subject to certain risks, including adverse decisions in 
pending litigations, particularly those involving Federal Medicaid reimbursements and payments by 
hospitals and health maintenance organizations, and further deterioration in the national economy. For 
further information concerning the State, including the State's credit ratings, see "SECTION VII: 
1993-1996 FINANCIAL PLAN-Assumptions". 

In February 1992, the State estimated the potential budget imbalance for the State's 1994 fiscal year 
at approximately $1.6 billion, assuming that scheduled rate reductions in the personal income tax and 
business tax, totaling more than $1 billion, would be postponed for the 1994 fiscal year. The Division of 
the Budget has not revised its estimate of the potential budget imbalance for the State's 1994 fiscal year 
and, at this stage of its fiscal year, does not make· a practice of formally revising its estimate of the 
potential budget imbalance until submission of the State's Executive Budget in January. Its internal 
projections, however, may vary materially from time to time from its most recent public estimate. 
Accordingly, it is possible that the potential imbalance for the State 's 1994 fiscal year may be 
significantly in excess of the previously estimated $1 .6 billion potential imbalance. Nevertheless, 
notwithstanding any projections of potential budget imbalances, the Governor is required by the State 
Constitution to submit an Executive Budget that balances receipts and disbursements. 

SECTION II: THE BONDS 

General 

The Bonds will be general obligations of the City issued pursuant to the Constitution and laws of 
the State and the New York City Charter (the "City Charter") and in accordance with a certificate of 
the Deputy Comptroller for Finance. The Bonds will mature and bear interest as described on the cover 
and inside cover pages of this Official Statement and will contain a pledge of the City's faith and credit 
for the payment of the principal of, redemption premium, if any, and interest on the Bonds . All real 
property subject to taxation by the City will be subject to the levy of ad valorem taxes, without 
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limitation as to rate or amount, to pay the principal of, redemption premium, if any, and interest on the 
Bonds. 

The Bonds will be defeasible prior to maturity by the deposit in trust with a bank or trust company 
of sufficient cash or cash equivalents to pay when due all principal of, applicable redemption premium, 
if any, and interest on the Bonds to be defeased. 

Payment Mechanism 

Pursuant to the New York State Financial Emergency Act for the City of New York (the "Financial 
Emergency Act" or the "Act") ,  a general debt service fund (the "General Debt Service Fund" or the 
"Fund") has been established for City bonds and certain City notes. Pursuant to the Act, payments of 
the City real estate tax must be deposited upon receipt in the Fund, and retained under a statutory 
formula, for the payment of debt service (with exceptions for debt service, such as principal of seasonal 
borrowings, that is set aside under other procedures). While the statutory formula has recently resulted 
in retention of sufficient real estate taxes to comply with the City Covenants (as defined in "SECTION II: 
THE BONDs-Certain Covenants and Agreements") ,  the statutory formula may not necessarily result in 
retention of sufficient real estate taxes to comply with the City Covenants, in part because most real 
estate taxes are now due on different dates from those in effect when the formula was adopted. The 
City will comply with the City Covenants either by providing for retention of real estate taxes in excess 
of the statutory requirements or by making payments into the Fund from other cash resources. The 
principal of and interest on the Bonds will be paid from the Fund until the Act expires on July 1, 2008. 
Subsequently, principal of and interest on the Bonds will be paid from a separate fund or funds 
maintained in accordance with the City Covenants. Since its inception, the Fund has been fully funded 
at the beginning of each payment period. 

If the Control Board determines that retentions in the Fund are likely to be insufficient to provide 
for the debt service payable therefrom, it must require that additional real estate tax revenues be 
retained or other cash resources of the City be paid into the Fund. In addition, the Control Board is 
required to take such action as it determines to be necessary so that the money in the Fund is adequate 
to meet debt service requirements. 

The rights of the owners of Bonds to receive interest, principal and redemption premium, if any, 
from the City could be adversely affected by a restructuring of the City's debt under Chapter 9 of the 
Federal Bankruptcy Code. No assurance can be given that any priority of holders of City securities 
(including the Bonds) to payment from money retained in the Fund or from other cash resources would 
be recognized if a petition were filed by or on behalf of the City under the Federal Bankruptcy Code or 
pursuant to other subsequently enacted laws relating to creditors' rights; such money might, under such 
circumstances, be available for the payment of all City creditors generally. Judicial enforcement of the 
City's obligation to make payments into the Fund, of the obligation to retain certain money in the Fund, 
of the rights of holders of bonds and notes of the City to money in the Fund, of the obligations of the 
City under the City Covenants and of the State under the State Pledge and Agreement and the State 
Covenant (in each case, as defined in "SECTION II: THE BONDs-Certain Covenants and Agreements") 
may be within the discretion of a court. For further information concerning certain rights of owners of 
Bonds against the City, see "SECTION VIII: INDEBTEDNESS-City Indebtedness".  

Enforceability of City Obligations 

As required by the State Constitution and applicable law, the City pledges its faith and credit for 
the payment of the principal of and interest on all City indebtedness. Holders of City debt obligations 
have a contractual right to full payment of principal and interest at maturity. If the City fails to pay 
principal or interest, the holder has the right to sue and is entitled to the full amount due, including 
interest to maturity at the stated rate and at the rate authorized by law thereafter until payment. Under 
the General Municipal Law, if the City fails to pay any money judgment, it is the duty of the City to 
assess, levy and cause to be collected amounts sufficient to pay the judgment. Decisions indicate that 
judicial enforcement of statutes such as this provision in the General Municipal Law is within the 
discretion of a court. Other judicial decisions also indicate that a money judgment against a municipality 
may not be enforceable against municipal property devoted to public use. 
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Certain Covenants and Agreements 

The City will covenant that: (i) a separate fund or funds for the purpose of paying principal of and 
interest on bonds and interest on notes of the City (including required payments into, but not from, City 
sinking funds) shall be maintained by an officer or agency of the State or by a bank or trust company; 
and (ii) not later than the last day of each month, there shall be on deposit in a separate fund or funds 
an amount sufficient to pay principal of and interest on bonds and interest on notes of the City due and 
payable in the next succeeding month. The City currently uses the debt service payment mechanisms 
described above to perform these covenants. The City will further covenant to comply with the financial 
reporting requirements of the Act, as in effect from time to time. 

The State pledges and agrees in the Financial Emergency Act that the State will not take any 
action that will impair the power of the City to comply with the covenants described in the preceding 
paragraph (the "City Covenants") or any right or remedy of any owner of the Bonds to enforce the City 
Covenants (the "State Pledge and Agreement") .  The City will include in the Bonds the covenant of the 
State (the "State Covenant") to the effect, among other things, that the State will not substantially 
impair the authority of the Control Board in specified respects to be the independent monitor of the 
fiscal affairs of the City. In the opinion of Bond Counsel, the enforceability of the City Covenants, the 
State Pledge and Agreement and the State Covenant may be subject to bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors' rights heretofore or hereafter 
enacted and may also be subject to the exercise of the State's police powers and of judicial discretion in 
appropriate cases. 

Optional Redemption 

The Fixed Rate Bonds and the Short RITES Bonds will be subject to redemption at the option of 
the City on or after August 1, 2002, in whole or in part, by lot within each maturity, on any date, at the 
following redemption prices, plus accrued interest to the date of redemption: 

Redemption Price 
Redemption Dates as Percentage of Par 

August 1 ,  2002 through July 31, 2003 . . . . . . . . . . . . . . . . . . . . . . . . .  . 
August 1 ,  2003 through July 31 ,  2004 . . . . . . . . . . . . . . . . . . . . . . . . .  . 
August 1, 2004 and thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

1011h% 
100% 
100 

The City may select amounts and maturities of Bonds for redemption in its sole discretion. 

On and after any redemption date, interest will cease to accrue on the Bonds called for redemption. 

For optional redemption provisions of the Short Term Auction Rate Securities and the 
Complementary Auction Rate Securities see "SECTION II-THE BONDs-Short Term Auction Rate 
Securities and Complementary Auctions Rate Securities-Redemption of Short Term Auction Rate 
Securities and Complementary Auction Rate Securities-I. OPTIONAL REDEMPTION". 

Use of Proceeds 

The proceeds from the sale of the Bonds will be used for refunding purposes, including certain 
expenses of the City incurred in connection with the issuance and sale of the Bonds. The proceeds from 
the sale of the Bonds are expected to be used to refund the bonds identified in Appendix G hereto by 
providing for the payment of the principal of, redemption premium, if any, and interest on such bonds 
to the extent and to the payment dates shown. The amount and identity of specific bonds to be refunded 
may be changed by the City, in its sole discretion, due to market conditions or any other factors 
considered relevant by the City. The proposed refunding is subject to the delivery of the Bonds. 

Short Term Auction Rate Securities and Complementary Auction Rate Securities 

General 

The Short Term Auction Rate Securities and Complementary Auction Rate Securities will be dated 
the date of delivery thereof and will be in the minimum denomination of $50,000 principal amount or 
any integral multiple thereof, provided however, one of each of the Short Term Auction Rate Securities 
and the Complementary Auction Rate Securities of each maturity is in the minimum denomination of 
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$37,500 and for the purposes of this section all requirements that refer to the minimum denomination or 
minimum principal amounts of $50,000 shall include these Securities. See "Master Purchaser's Letter" 
below for information concerning transfer restrictions on the Short Term Auction Rate Securities. 

Interest 

Interest evidenced by the Short Term Auction Rate Securities and Complementary Auction Rate 
Securities will accrue for each Interest Period (as defined under "Short Term Auction Rate Securities 
Interest Rates") and will be payable in arrears, commencing on January 28, 1993 (the "Initial Interest 
Payment Date") and on each succeeding fifth Thursday thereafter, provided that if" 

(i)(A) the Securities Depository (as defined below) shall make available to its Agent Members 
(as defined below) in next-day funds in New York City on Interest Payment Dates (as defined 
below), the amount then due as interest or shall make available to its Agent Members, in funds 
immediately available in New York City on Interest Payment Dates, such amount but shall not 
have so advised the Auction Agent (as defined under "Auctions-3. AUCTION AGENCY 

AGREEMENT" below) and the Fiscal Agent of such availability, and (B) ( 1 )  such Thursday is not a 
Business Day or (2) the Friday following such Thursday is not a Business Day, then the Interest 
Payment Date shall be the first Business Day that is preceded by a Business Day that falls after 
such Thursday and is immediately followed by a Business Day; or 

(ii) the Securities Depository shall make available to its Agent Members, in funds immediately 
available in New York City on Interest Payment Dates, the amount then due as interest and shall 
have so advised the Auction Agent and the Fiscal Agent of such availability and such Thursday is 
not a Business Day, then the Interest Payment Date shall be the first Business Day that is preceded 
by a Business Day that falls after such Thursday; 

and, for any particular Short Term Auction Rate Securities and Complementary Auction Rate 
Securities, on the date of maturity or redemption (each date of payment of interest being herein 
referred to as an "Interest Payment Date").  

The Regular Record Date for each Interest Payment Date (other than the date of maturity or 
redemption) will be the second Business Day immediately preceding such Interest Payment Date (the 
"Regular Record Date") .  

As used herein, "Business Day" means any day other than April 14, April 15 ,  December 30, 
December 31 ,  a Saturday, Sunday or other day on which the New York Stock Exchange or banks are 
authorized or obligated by law or executive order to close in the City. 

As used herein, "Securities Depository" means DTC and its successors and assigns or, if the then
Securities Depository resigns from its functions as depository of the Bonds or the City discontinues use 
of the then-Securities Depository, any other securities depository selected by the City with the consent 
of the Auction Agent and the Market Agent. 

As used herein, "Agent Members" means the Participants (as defined under "Book-Entry-Only 
System" below) or the participants in any system of holding securities and clearing and settling 
transactions in beneficial interests in such securities maintained by any other Securities Depository. 

Short Term Auction Rate Securities Interest Rates 

The interest rate evidenced by the Short Term Auction Rate Securities for the period from and 
including the date of original delivery thereof to but excluding the Initial Interest Payment Date (the 
"Initial Interest Period") shall be 3.28% per annum. The interest rate per annum evidenced by the 
Short Term Auction Rate Securities (the "Short Term Auction Rate Securities Rate") for any period 
thereafter from and including one Interest Payment Date to but excluding the next succeeding Interest 
Payment Date therefor (each a "Subsequent Interest Period" and together with the Initial Interest 
Period being herein referred to as an "Interest Period"), shall, subject to certain exceptions described 
below, be equal to the sum of: 

(i) the rate of interest per annum that has resulted on the Auction Date (as defined under 
"Auctions-2. AUCTION DATE" below) from the implementation with respect to the Short Term 
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Auction Rate Securities of auction procedures attached hereto as Appendix D (the "Auction 
Procedures") ,  in which persons determine to own or offer to sell or, based on interest rates bid by 
them, offer to purchase or sell Short Term Auction Rate Securities (the "Auction Rate"); and 

(ii) the Service Charge Rate (as defined under "Auctions-Service Charge" below) . 

Each periodic implementation of the Auction Procedures is hereinafter referred to as an "Auction". 

The Short Term Auction Rate Securities Rate for any Subsequent Interest Period may not exceed 
12.10% per annum. 

If an Auction for any Subsequent Interest Period is not held for any reason (other than the 
occurrence and continuation of a Payment Default (as defined below) or because all of the Short Term 
Auction Rate Securities are Linked (as defined below) with Complementary Auction Rate Securities or 
the ownership of the Short Term Auction Rate Securities is no longer maintained in book-entry form of 
the Securities Depository or its nominee), including, without limitation, because there is no Auction 
Agent, the Short Term Auction Rate Securities Rate for the next succeeding Subsequent Interest 
Period will be equal to the sum of: 

(i) the Maximum Rate on the Auction Date for such Interest Period; and 

(ii) the Service Charge Rate . 

There will be no Auction Agent if the Auction Agent has resigned and the Market Agent has failed to 
appoint a successor. See "Auctions-Concerning the Auction Agent". 

If a notice of an adjustment in the percentage used to determine the Minimum Rate and the 
Applicable Percentage used to determine the Maximum Rate (each as defined under "Auctions
Auction Procedures" below) applicable to the Short Term Auction Rate Securities is given by the 
Market Agent (as defined under "Interest-Auctions-Market Agent Agreement" below) and because 
of a failure to satisfy certain of the conditions to the effectiveness of such change on the proposed 
effective date thereof such change does not take effect, the Short Term Auction Rate Securities Rate 
for the next succeeding Subsequent Interest Period will be equal to the sum of: 

(i) the Maximum Rate on the Auction Date for such Interest Period; and 

(ii) the Service Charge Rate. 

See "Auctions-Changes in Percentages Used in Determining Minimum Rate and Maximum 
Rate" below. 

For any Subsequent Interest Period where the Short Term Auction Rate Securities Rate is 
determined by adding the Service Charge Rate to the Auction Rate or the Maximum Rate, Beneficial 
Owners of Short Term Auction Rate Securities will be entitled to receive interest at a rate per annum 
equal to the Auction Rate or the Maximum Rate, as the case may be, for such Interest Period. The 
Service Charge will be deducted from the interest payable to Beneficial Owners of Short Term Auction 
Rate Securities for such Subsequent Interest Period and paid to the Auction Agent and the Broker
Dealers as a service charge for their participation in, or preparation for, the immediately preceding 
Auction. 

Beneficial Owners of Short Term Auction Rate Securities that are Linked with Complementary 
Auction Rate Securities at the close of business on the Regular Record Date immediately preceding an 
Auction Date will not be obligated to pay the Service Charge relating to that Auction to the Auction 
Agent and the Broker-Dealers and, therefore, will be entitled to receive interest with respect to such 
Short Term Auction Rate Securities for the next succeeding Subsequent Interest Period at a rate per 
annum equal to the sum of: 

(i) the Auction Rate or Maximum Rate, as the case may be; and 

(ii) the Service Charge Rate. 

As used herein, "Linked" means, when used with respect to Short Term Auction Rate Securities 
and Complementary Auction Rate Securities, the combination of Complementary Auction Rate 
Securities with an equal aggregate principal amount of Regular or Special Short Term Auction Rate 
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Securities recorded under the applicable CUSIP number specified under "CUSIP Numbers" below at 
the Securities Depository. 

The Beneficial Owner of Short Term Auction Rate Securities which are Linked with Complemen
tary Auction Rate Securities will, however, still pay the Service Charge for the Auction immediately 
preceding the date on which such Short Term Auction Rate Securities will be Linked with such 
Complementary Auction Rate Securities. See "Complementary Auction Rate Securities-Linkage of 
Complementary Auction Rate Securities With Short Term Auction Rate Securities" below. 

The Service Charge Rate for each Auction Date will equal the sum of the rates per annum at which 
the Auction Agent Fee (as defined under "Auctions-Concerning the Auction Agent" below) (initially 
.03 of 1 % )  and the Broker-Dealer Fee (as defined under "Auctions-Broker-Dealers" below) (initially 
.25 of 1 % )  accrue on such Auction Date. See "Auctions-Concerning the Auction Agent" and 
"Broker-Dealers" below for a description of the circumstances under which the rate at which the 
Auction Agent Fee or the Broker-Dealer Fee accrues may be increased. 

If all of the Short Term Auction Rate Securities of a particular maturity are Linked with 
Complementary Auction Rate Securities of the same maturity at the close of business on the Regular 
Record Date immediately preceding a Subsequent Interest Period, the Short Term Auction Rate 
Securities Rate for such maturity for such Subsequent Interest Period will equal the Minimum Rate on 
the Business Day immediately preceding the first day of such Subsequent Interest Period. 

If a Payment Default (as defined below) occurs, Auctions will be suspended and the Short Term 
Auction Rate Securities Rate for the Subsequent Interest Period commencing on or immediately prior 
to the date on which such Payment Default occurs will equal the lesser of: 

(i) 265% of the Municipal Index (as defined under "Auctions-Auction Procedures" below) as 
of the first day of such Subsequent Interest Period plus the Service Charge Rate; and 

(ii) 12 .10% per annum; 

and, while such Payment Default is continuing, the Short Term Auction Rate Securities Rate for each 
Subsequent Interest Period thereafter to and including the Subsequent Interest Period, if any, during 
which, or commencing less than two Business Days after all Payment Defaults are cured, will equal the 
lesser of: 

(i) 265% of the Municipal Index as of the first day of each such Subsequent Interest Period; 
and 

(ii) 12.10% per annum. 

For the Interest Period commencing on or immediately prior to a Payment Default, the Beneficial 
Owners of the Short Term Auction Rate Securities will be entitled to receive interest at such rate less 
the Service Charge Rate then in effect. 

"Payment Default" means the default by the City in the due and punctual payment of (a) any 
installment of interest evidenced by the Short Term Auction Rate Securities or Complementary 
Auction Rate Securities or (b) any principal of, premium, if any, or interest evidenced by, the Short 
Term Auction Rate Securities or Complementary Auction Rate Securities at their date of maturity or 
date of prior redemption, which default shall continue for a period of two Business Days and which, in 
either case, is followed by the failure of the Insurer (as hereafter defined) to make, in accordance with 
the AMBAC Policy, due and punctual payments to or on behalf of the owners of the Short Term 
Auction Rate Securities or Complementary Auction Rate Securities of such installments or payments 
described in clause (a) or (b) ,  if so required under such AMBAC Policy. 

If beneficial ownership of the Short Term Auction Rate Securities is no longer maintained in book
entry form in the name of the Securities Depository or its nominee, no further Auctions will be held 
and the Short Term Auction Rate Securities Rate for each Subsequent Interest Period commencing 
after certificates representing the Short Term Auction Rate Securities are made available will equal the 
Maximum Rate on the Business Day immediately preceding the first day of such Subsequent Interest 
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Period. See "Book-Entry-Only System" below for a description of the circumstances under which the 
Short Term Auction Rate Securities may no longer be represented by a global certificate. 

Interest on the Short Term Auction Rate Securities shall be computed on the basis of a 365-day 
year for the number of days actually elapsed. 

Auctions 

1. SEPARATE MATURITIES 

All of the descriptions that follow under the captions "Auctions" and "Auction Procedures" should 
be read as applying separately to each maturity of Short Term Auction Rate Securities. Separate 
Auctions will be held for each maturity. References to Complementary Auction Rate Securities should 
be understood to refer only to the maturity of Complementary Auction Rate Securities corresponding 
to the relevent maturity of Short Term Auction Rate Securities. However, the Market Agent 
Agreement, Auction Agency Agreement, Broker-Dealer Agreements and Master Purchaser's Letters 
are applicable to both maturities of Short Term Auction Rate Securities. 

2. AUCTION DATES 

Except as otherwise described herein, an Auction to determine the Short Term Auction Rate 
Securities Rate for each Subsequent Interest Period will be held on the Business Day immediately 
preceding the first day of such Subsequent Interest Period (each an "Auction Date") .  The first Auction 
will be held on January 27, 1993. Thereafter, Auctions will normally be held every fifth Wednesday, and 
each Subsequent Interest Period will normally begin on the following Thursday. The Auction Date and 
the first day of the related Interest Period (both of which must be Business Days) need not be 
consecutive days. See "Interest" above for information concerning the circumstances under which the 
Auction Date or the first day of an Interest Period, or both, may be moved to a date other than such 
Wednesday and Thursday, respectively. 

3. AUCTION AGENCY AGREEMENT 

An agreement (the "Auction Agency Agreement") with Chemical Bank (together with any 
successor bank or trust company or other entity entering into a similar agreement, the "Auction 
Agent") will provide, among other things, that the Auction Agent will follow the Auction Procedures 
for the purposes of determining the Short Term Auction Rate Securities Rate so long as the Short Term 
Auction Rate Securities Rate is to be based on the results of an Auction. See "Concerning the Auction 
Agent" below. 

4. MARKET AGENT AGREEMENT 

The City will enter into a market agent agreement (the "Market Agent Agreement") with 
Prudential Securities Incorporated (together with any successor as market agent, the "Market Agent") 
which sets forth the Market Agent's duties and responsibilities with respect to a change in the 
percentage used to determine the Minimum Rate and the Applicable Percentage used to determine the 
Maximum Rate in the event of a Change of Preference Law (as defined under "Changes in Percentages 
Used In Determining Minimum Rate and Maximum Rate" below) and the determination of the 
Municipal Index used to determine the Minimum Rate and the Maximum Rate. See "Changes in 
Percentages used in Determining Minimum Rate and Maximum Rate" below. Prudential Securities 
Incorporated will receive no compensation for acting as Market Agent. The Auction Agent has agreed 
to pay, out of the Auction Agent Fee, the fees, if any, of any successor Market Agent in the event that 
Prudential Securities Incorporated resigns or is removed as Market Agent by the City. The payment of 
any such fees by the Auction Agent could result in an increase in the Auction Agent Fee. See 
"Concerning the Auction Agent" below. 
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5 .  BROKER-DEALER AGREEMENTS 

Each Auction and the Linking of Short Term Auction Rate Securities with Complementary 
Auction Rate Securities require the participation of one or more broker-dealers. The Auction Agent 
will enter into an agreement with Prudential Securities Incorporated and may enter into similar 
agreements (collectively, the "Broker-Dealer Agreements") with one or more additional broker-dealers 
selected by the City (collectively, the "Broker-Dealers") .  See "Broker-Dealers" below. 

Service Charge 

The following amount (the "Service Charge") will be deducted from the interest payment with 
respect to each Short Term Auction Rate Security for (i) the Initial Interest Period and paid to the 
Auction Agent in respect of certain administrative fees owing to the Auction Agent and the Broker
Dealers, and (ii) each Interest Period following an Auction Date and paid to the Auction Agent in 
respect of the Auction Agent Fee and the Broker-Dealer Fee unless such Short Term Auction Rate 
Security was Linked with a Complementary Auction Rate Security at the close of business on the 
Regular Record Date immediately preceding such Auction Date: 

the product of (A) a fraction, the numerator of which is the number of days in such Interest 
Period and the denominator of which is 365, times (B) the sum of the rate per annum at which 
the Auction Agent Fee (initially .03 of 1 %) accrues and the rate per annum at which the 
Broker-Dealer Fee (initially .25 of 1 % )  accrues (the "Service Charge Rate") times (C) the 
principal amount of such Short Term Auction Rate Security. 

See "Concerning the Auction Agent" and "Broker-Dealers" below for a description of the 
circumstances under which the rate at which the Auction Agent Fee or the Broker-Dealer Fee accrues 
may be increased. 

Master Purchaser's Letter 

As a condition to purchasing Short Term Auction Rate Securities which are not Linked with 
Complementary Auction Rate Securities in any Auction or otherwise, each prospective purchaser of 
Short Term Auction Rate Securities or its Broker-Dealer will be required to sign and deliver to the 
Auction Agent a Master Purchaser's Letter in which such prospective purchaser will agree, among other 
things: 

(a) to participate in Auctions on the terms set forth in Appendix D hereto; 

(b) so long as beneficial ownership of the Short Term Auction Rate Securities is maintained in 
book-entry form by the Securities Depository, to sell, transfer or otherwise dispose of Short Term 
Auction Rate Securities which are not Linked with Complementary Auction Rate Securities only 
pursuant to a Bid or a Sell Order (as defined under "Auction Procedures-Orders by Existing 
Owners and Potential Owners" below) in an Auction, or to or through a Broker-Dealer or to a 
person who has delivered a signed Master Purchaser's Letter to the Auction Agent, provided that 
in the case of all transfers other than those pursuant to an Auction, the Existing Owner (as defined 
below) of Short Term Auction Rate Securities so transferred, its Agent Member or its Broker
Dealer advises the Auction Agent of such transfer; and 

(c) to have its beneficial ownership of Short Term Auction Rate Securities maintained at all 
times in book -entry form by the Securities Depository for the account of its Agent Member of the 
Securities Depository, which in turn will maintain records of such beneficial ownership, and to 
authorize such Agent Member to disclose to the Auction Agent such information with respect to 
such beneficial ownership as the Auction Agent may request. 

As a modification of the Master Purchaser's Letter, Short Term Auction Rate Securities which are 
Linked with Complementary Auction Rate Securities will not be subject to the transfer restrictions 
contained in the Master Purchaser's Letters and may be transferred, together with the Complementary 
Auction Rate Securities with which they are Linked, to a person who has not signed a Master 
Purchaser's Letter. See "Linkage of Complementary Auction Rate Securities with Short Term Auction 
Rate Securities".  
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Each prospective purchaser should ask its Broker-Dealer whether such prospective purchaser 
should sign a Master Purchaser's Letter. If the Broker-Dealer submits Orders (as defined under 
"Auction Procedures-Orders by Existing Owners and Potential Owners" below) for such prospective 
purchasers listing the Broker-Dealer as the Existing Owner or the Potential Owners (both as defined 
under "Auction Procedures-Orders by Existing Owners and Potential Owners" below), a Master 
Purchaser's Letter signed by such prospective purchaser may not be required. 

The form of the Master Purchaser's Letter, two copies of which are to be sent to the Auction Agent 
and one copy of which is to be sent to a Broker-Dealer, is included in this Official Statement as 
Appendix F. Execution by a prospective purchaser or its Broker-Dealer of a Master Purchaser's Letter 
is not a commitment to purchase Short Term Auction Rate Securities in the offering being made by this 
Official Statement or in any Auction, but is a condition precedent to purchasing Short Term Auction 
Rate Securities which are not Linked with Complementary Auction Rate Securities. Master Purchaser's 
Letters used in connection with other issuers' auction rate securities may not be used. 

As used herein, "Existing Owner" means a person who has signed a Master Purchaser's Letter and 
is listed as the Beneficial Owner of Short Term Auction Rate Securities which are not Linked with 
Complementary Auction Rate Securities in the records of the Auction Agent. The Auction Agent may 
rely upon, as evidence of the identities of the Existing Owners, a list of the initial owners of the Short 
Term Auction Rate Securities provided by Prudential Securities Incorporated, the results of Auctions, 
notices from any Existing Owner, the Agent Member of such Existing Owner or the Broker-Dealer of 
such Existing Owner with respect to transfers described in the next sentence and requests from any 
Broker-Dealer with respect to the linkage of Short Term Auction Rate Securities with Complementary 
Auction Rate Securities or the breaking of such linkage. The Auction Agent shall be required to 
register a transfer of Short Term Auction Rate Securities from an Existing Owner to another person for 
purposes of Auctions only if such transfer is made to a person that has delivered a signed Master 
Purchaser's Letter to the Auction Agent and if (i) such transfer is pursuant to an Auction or (ii) the 
Auction Agent has been notified in writing of (A) such transfer by such Existing Owner, the Agent 
Member of such Existing Owner or the Broker-Dealer of such Existing Owner or (B) the failure of such 
Short Term Auction Rate Securities to be transferred as a result of such Auction by the Broker-Dealer 
of any person that purchased or sold such Short Term Auction Rate Securities in an Auction. The 
Auction Agent is not required to accept any such notice for an Auction unless it is received by the 
Auction Agent by 3:00 p.m., New York City time, on the Business Day preceding such Auction. Except 
during a Closed Period, the Auction Agent will promptly revise its list of Existing Owners for purposes 
of Auctions upon receipt of a Linkage Request or a Request To Break Linkage (both as defined under 
"Linkage of Complementary Auction Rate Securities with Short Term Auction Rate Securities" below) 
from a Broker-Dealer and the free of charge delivery of the related Short Term Auction Rate Securities 
and Complementary Auction Rate Securities from the Agent Member through the Securities 
Depository. See "Linkage of Complementary Auction Rate Securities with Short Term Auction Rate 
Securities" below. 

The Auction Agent is not required to accept the Master Purchaser's Letter of any Potential Owner 
who wishes to submit a Bid for the first time in an Auction or of any Potential Owner or Existing 
Owner who wishes to amend its Master Purchaser's Letter unless it is received by the Auction Agent by 
3:00 p.m., New York City time, on the Business Day preceding such Auction. 

Auction Procedures 

The following summary of the Auction Procedures to be used with respect to Auctions is qualified 
by reference to the Auction Procedures attached hereto as Appendix D.  
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1. ORDERS BY EXISTING OWNERS AND POTENTIAL OWNERS 

Prior to the Submission Deadline (as defined under "Submission of Orders by Broker-Dealers to 
Auction Agent" below) on each Auction Date: 

(a) each Existing Owner may submit to a Broker-Dealer by telephone or otherwise: 

(i) a Hold Order-indicating the principal amount of Short Term Auction Rate 
Securities, if any, that such Existing Owner desires to continue to own without regard to the 
Auction Rate for the next Interest Period; 

(ii) a Bid-indicating the principal amount of Short Term Auction Rate Securities, if any, 
that such Existing Owner offers to sell if the Auction Rate for the next Interest Period shall be 
less than the rate per annum specified in such Bid by such Existing Owner; and/or 

(iii) a Sell Order-indicating the principal amount of Short Term Auction Rate 
Securities, if any, that such Existing Owner offers to sell without regard to the Auction Rate 
for the next Interest Period; and 

(b) Broker-Dealers may contact prospective purchasers of Short Term Auction Rate Securities 
(each such prospective purchaser is herein referred to as a "Potential Owner", and the term 
Potential Owner includes an Existing Owner with respect to an offer by such Existing Owner to 
purchase an additional principal amount of Short Term Auction Rate Securities) by telephone or 
otherwise to determine whether such Potential Owners desire to submit Bids, in which such 
Potential Owners will indicate the principal amount of Short Term Auction Rate Securities that 
they offer to purchase if the Auction Rate for the next Interest Period is not less than the rates per 
annum specified in such Bids. 

The communication to a Broker-Dealer of the foregoing information is herein referred to as an "Order" 
and, collectively, as "Orders". An Existing Owner or a Potential Owner placing an Order is herein 
referred to as a "Bidder" and, collectively, as "Bidders".  

An Order may be submitted in a principal amount of $50,000 or any integral multiple thereof. 

Owners of Short Term Auction Rate Securities which were Linked with Complementary Auction 
Rate Securities at the close of business on the Regular Record Date immediately preceding any Auction 
Date are not Existing Owners for purposes of the Auction Procedures and may not participate in the 
Auction held on such Auction Date . An Existing Owner who is also the holder of Short Term Auction 
Rate Securities which were Linked with Complementary Auction Rate Securities at the close of 
business on the immediately preceding Regular Record Date may not submit Orders in an Auction with 
respect to such Linked Short Term Auction Rate Securities and such Linked Short Term Auction Rate 
Securities will not be included in the aggregate principal amount of Short Term Auction Rate Securities 
held by such Existing Owner for the purposes for the Auction Procedures. 

If any holder of Short Term Auction Rate Securities which were Linked with Complementary 
Auction Rate Securities at the close of business on the immediately preceding Regular Record Date 
submits a Bid with respect to such Short Term Auction Rate Securities, such Bid will be treated as a Bid 
by a Potential Owner as set forth herein. 

An Existing Owner may submit different types of Orders in an Auction with respect to Short Term 
Auction Rate Securities then held by such Existing Owner. An Existing Owner that offers to purchase 
additional Short Term Auction Rate Securities is, for purposes of such offer, treated as a Potential 
Owner. For information concerning the priority given to different types of Orders placed by Existing 
Owners, see "Submission of Orders by Broker-Dealers to Auction Agent" below. 

The Maximum Rate is the maximum rate per annum that can result from an Auction. Any Bid 
specifying a rate higher than the Maximum Rate will (i) be treated as a Sell Order if submitted by an 
Existing Owner and (ii) not be accepted if submitted by a Potential Owner. See "Determination of 
Sufficient Clearing Bids, Winning Bid Rate and Auction Rate" and "Acceptance and Rejection of 
Submitted Bids and Submitted Sell Orders and Allocations of Short Term Auction Rate Securities" 
below. 
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As used herein, "Maximum Rate", on any date of determination, means the interest rate per 
annum equal to the lower on such date of: 

(i) the Applicable Percentage (as defined below) multiplied by the higher of (A) the After-Tax 
Equivalent Rate (as defined below) and (B) the Municipal Index; and 

(ii) 12.10% per annum minus the Service Charge Rate, 

provided, that if the ownership of the Short Term Auction Rate Securities is no longer maintained in 
book-entry form, the Maximum Rate, on any date of determination, means the lower of (x) such 
Applicable Percentage multiplied by the higher of (1) the After-Tax Equivalent Rate and (2) the 
Municipal Index; and (y) 12.10% per annum. 

"Applicable Percentage", on any date of determination, means the percentage determined as set 
forth below based on the prevailing rating of the Short Term Auction Rate Securities in effect at the 
close of business on the Business Day immediately preceding such date: 

Prevailing Rating 

AAA/"Aaa" 
AA/"Aa" 
A/"A" 
BBB/"Baa" 
Below BBB/"Baa" 

Applicable Percentage 

140% 
150 
165 
180 
265 

The above percentages may be adjusted by the Market Agent to reflect a Change of Preference Law (as 
defined under "Changes in Percentages Used in Determining Minimum Rate and Maximum Rate" 
below). Any such adjustment could affect the interest rate on Complementary Auction Rate Securities 
for future Interest Periods. See "Changes in Percentages used in Determining Minimum Rate and 
Maximum Rate" below. For purposes of this definition, the "prevailing rating" of the Short Term 
Auction Rate Securities will be: 

(a) AAA/"Aaa", if the Short Term Auction Rate Securities have a rating of AAA by 
Standard & Poor's Corporation ( "S&P") and a rating of "Aaa" by Moody's Investors Service, Inc. 
("Moody's") ,  or the equivalent of such ratings by a substitute rating agency or agencies selected as 
provided below; 

(b) if not AAA/"Aaa", then AA/"Aa" if the Short Term Auction Rate Securities have a 
rating of AA- or better by S&P and a rating of "Aa" or better by Moody's, or the equivalent of 
such ratings by a substitute rating agency or agencies selected as provided below; 

(c) if not AAA/"Aaa" or AA/"Aa", then A/"N' if the Short Term Auction Rate Securities 
have a rating of A- or better by S&P and a rating of "A" or better by Moody's, or the equivalent of 
such rating by a substitute rating agency or agencies selected as provided below; 

(d) if not AAA/"Aaa", AA/"Aa" or A/"A", then BBB/"Baa" if the Short Term Auction Rate 
Securities have a rating of BBB- or better by S&P and a rating of "Baa" or better by Moody's, or 
the equivalent of such ratings by a substitute rating agency or agencies selected as provided below; 
and 

(e) if not AAA/"Aaa", AA/"Aa", A/"A" or BBB/"Baa", then below BBB/"Baa", whether or 
not the Short Term Auction Rate Securities are rated by any securities rating agency. 

The City will take all reasonable action necessary to enable at least two nationally recognized 
statistical rating agencies to provide ratings for the Short Term Auction Rate Securities. If (x) the Short 
Term Auction Rate Securities are rated by a nationally recognized statistical rating agency or agencies 
other than Moody's or S&P and (y) the Market Agent has delivered to the Auction Agent an 
instrument designating one or two of such rating agencies to replace Moody's or S&P, or both, then for 
purposes of the definition of "prevailing rating" Moody's or S&P, or both, will be deemed to have been 
replaced in accordance with such instrument. For purposes of this paragraph, S&P's rating categories of 
AAA, AA-,  A- and BBB-, and Moody's rating categories of "Aaa", "Aa", "A" and "Baa", refer to and 
include the respective rating categories correlative thereto in the event that either or both of such rating 
agencies have changed or modified their generic rating categories. 
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As used herein, "After-Tax Equivalent Rate",  on any date of determination, means the interest 
rate per annum equal to the product of: 

(X) "AN' Composite Commercial Paper Rate on such date times (Y) 1 .00 minus the Statutory 
Corporate Tax Rate on such date. 

For the purposes of the definition of After-Tax Equivalent Rate, 

(i) '' 'AN Composite Commercial Paper Rate", on any date of determination, means (A) the 
interest equivalent of the 30-day rate on commercial paper placed on behalf of issuers whose corporate 
bonds are rated "AN' by S&P, or the equivalent of such rating by S&P, as made available on a discount 
basis or otherwise by the Federal Reserve Bank of New York for the Business Day immediately 
preceding such date of determination, or (B) if the Federal Reserve Bank of New York does not make 
available any such rate, then the arithmetic average of such rates, as quoted on a discount basis or 
otherwise, by Lehman Commercial Paper Inc. , Goldman, Sachs & Co. and Merrill Lynch, Pierce, 
Fenner & Smith Incorporated or, in lieu of any thereof, their respective affiliates or successors which are 
commercial paper dealers (the "Commercial Paper Dealers"), to the Auction Agent for the close of 
business on the Business Day immediately preceding such date of determination; provided that if any 
Commercial Paper Dealer does not quote a commercial paper rate required to determine the "AN' 
Composite Commercial Paper Rate, the "AA" Composite Commercial Paper Rate shall be determined 
on the basis of such quotation or quotations furnished by the remaining Commercial Paper Dealer or 
Commercial Paper Dealers and any substitute commercial paper dealer not included within the 
definition of Commercial Paper Dealer above, which may be The First Boston Corporation or Morgan 
Stanley & Co. Incorporated, or their respective affiliates or successors which are commercial paper 
dealers (a "Substitute Commercial Paper Dealer") selected by the Market Agent to provide such 
commercial paper rate or rates not being supplied by any Commercial Paper Dealer or Commercial 
Paper Dealers, as the case may be, or if the Market Agent does not select any such Substitute 
Commercial Paper Dealer or Substitute Commercial Paper Dealers, by the remaining Commercial 
Paper Dealer or Commercial Paper Dealers . For purposes of this definition, the "interest equivalent" 
means the equivalent yield of a rate stated on a discount basis (a "discount rate") for commercial paper 
of a given day's maturity equal to the product of (A) 100 times (B) the quotient (rounded upwards to 
the next higher one-thousandth ( .001) of 1 % )  of (x) the discount rate (expressed in decimals) divided by 
(y) the difference between ( 1 )  1 .00 and (2) a fraction, the numerator of which shall be the product of 
the discount rate (expressed in decimals) times the number of days in which such commercial paper 
matures and the denominator of which shall be 365 . 

(ii) "Statutory Corporate Tax Rate",  on any date of determination, means the highest tax rate 
bracket (expressed in decimals) now or hereafter applicable in each taxable year on the taxable income 
of every corporation as set forth in Section 1 1  of the Code, or any successor section without regard to 
any minimum additional tax provision or provisions regarding changes in rates during a taxable year. 
The Statutory Corporate Tax Rate is currently 34% . 

As used herein "Municipal Index", on any date of determination, means the interest index 
published or selected by the Market Agent representing the weighted average of the yield on tax
exempt bonds having a range of maturities or mandatory purchase dates between 7 and 36 days traded 
during the immediately preceding five Business Days. Initially, the index used will be Municipal Market 
Data, Inc. weekly non-AMT rates. 

The Minimum Rate is the minimum rate per annum that can result from an Auction. Any Bid 
specifying a rate lower than the Minimum Rate will be treated as a Bid specifying the Minimum Rate. 
See "Determination of Sufficient Clearing Bids, Winning Bid Rate and Auction Rate" and "Acceptance 
and Rejection of Submitted Bids and Submitted Sell Orders and Allocations of Short Term Auction 
Rate Securities" below. As used herein, "Minimum Rate", on any date of determination, means, subject 
to certain limitations, the interest rate per annum equal to 90% of the lower on such date of (i) the 
Municipal Index and (ii) the After-Tax Equivalent Rate; provided, however, that (x) if the Minimum 
Rate is applicable to Short Term Auction Rate Securities as determined pursuant to the Auction 
Procedures, then in no event shall such Minimum Rate exceed (A) 12.10% per annum minus (B) the 
Service Charge Rate on such date or (y) if the Minimum Rate is applicable to Short Term Auction Rate 
Securities due to the linkage of all of the beneficial ownership of the Short Term Auction Rate 
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Securities with all of the beneficial ownership of the Complementary Auction . Rate Securities, in no 
event shall such Minimum Rate exceed 12.10% per annum. The percentage used to determine the 
Minimum Rate may be adjusted by the Market Agent to reflect a Change in Preference Law. See 
"Changes in Percentages used in Determining Minimum Rate and Maximum Rate" below. 

The Master Purchaser's Letter to be signed by each Existing Owner and each Potential Owner 
provides that (i) a Sell Order placed by an Existing Owner shall constitute an irrevocable offer to sell 
the principal amount of Short Term Auction Rate Securities subject thereto, (ii) a Bid placed by an 
Existing Owner shall constitute an irrevocable offer to sell the principal amount of Short Term Auction 
Rate Securities subject thereto if the rate specified in such Bid is greater than the Auction Rate 
determined in the Auction and (iii) a Bid placed by a Potential Owner shall constitute an irrevocable 
offer to purchase the principal amount of Short Term Auction Rate Securities subject thereto if the rate 
specified in such Bid is less than or equal to the Auction Rate determined in the Auction. The principal 
amount of Short Term Auction Rate Securities purchased or sold may be subject to proration 
procedures. See "Acceptance and Rejection of Submitted Bids and Submitted Sell Orders and 
Allocations of Short Term Auction Rate Securities" below. Each purchase or sale of Short Term 
Auction Rate Securities shall be . made for settlement on the first Business Day following the Auction 
Date at a price equal to 100% of the principal amount thereof. See "Notification of Results; 
Settlement" below. The Auction Agent is entitled to rely upon the terms of any Order submitted to it 
by a Broker-Dealer. 

Neither the City nor the Auction Agent shall be responsible for any failure of a Broker-Dealer to 
submit an Order to the Auction Agent. If an Order or Orders covering the entire outstanding principal 
amount of Short Term Auction Rate Securities' held by an Existing Owner is not submitted to the 
Auction Agent prior to the Submission Deadline, either because a Broker-Dealer failed to contact such 
Existing Owner or otherwise, the Auction Agent shall deem a Hold Order to have been submitted on 
behalf of such Existing Owner covering the Outstanding principal amount of Short Term Auction Rate 
Securities held by such Existing Owner and not subject to Orders submitted to the Auction Agent. 

The City may not submit an Order in any Auction. 

2. SUBMISSION OF ORDERS BY BROKER-DEALERS TO AUCTION AGENT 

Prior to 1:00 p.m.,  New York City time, on each Auction Date, or such other time on the Auction 
Date specified by the Auction Agent (the "Submission Deadline"), each Broker-Dealer will submit to 
the Auction Agent in writing all Orders obtained by it for the Auction to be conducted on such Auction 
Date . 

If any rate specified in any Bid contains more than three figures to the right of the decimal point, 
the Auction Agent shall round such rate up to the next highest one-thousandth (.001 ) of 1 % . 

If any Existing Owner submits through a Broker-Dealer to the Auction Agent one or more Orders 
covering in the aggregate more than the principal amount of Short Term Auction Rate Securities held 
by such Existing Owner, such Orders shall be considered valid in the following order of priority: 

(i) all Hold Orders shall be considered valid, but only up to and including the aggregate 
principal amount of Short Term Auction Rate Securities held by such Exisitng Owner; 

(ii) (A) any Bid shall be considered valid up to and including the excess of the aggregate 
principal amount of Short Term Auction Rate Securities held by such Existing Owner over the 
aggregate principal amount of Short Term Auction Rate Securities subject to any Hold Order 
referred to in clause (i) above; 

(B) subject to subclause (A), if more than one Bid with the same rate is submitted on 
behalf of such Existing Owner and the aggregate principal amount of Short Term Auction 
Rate Securities subject to such Bids is greater than such excess, such Bids shall be considered 
valid up to and including the amount of such excess; 

(C) subject to subclauses (A) and (B), if more than one Bid with different rates is 
submitted on behalf of such Existing Owner such Bids shall be considered valid in the 
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ascending order of their respective rates until the highest rate is reached at which such excess 
exists and then at such rate up to and including the amount of such excess; and 

(D) in any such event, the aggregate principal amounts of Short Term Auction Rate 
Securities, if any, subject to Bids not valid under this clause (ii) shall be treated as the subject 
of a Bid by a Potential Owner at the rate specified therein; and 

(iii) all Sell Orders shall be considered valid but only up to and including the excess of the 
aggregate principal amount of Short Term Auction Rate Securities held by such Existing Owner 
over the aggregate principal amount of Short Term Auction Rate Securities subject to valid Hold 
Orders referred to in clause (i) and valid Bids referred to in clause (ii) above. 

If more than one Bid is submitted on behalf of any Potential Owner, each Bid submitted shall be a 
separate Bid with the rate and principal amount of Short Term Auction Rate Securities therein 
specified. 

Any Bid or Sell Order submitted by an Existing Owner covering an aggregate principal amount of 
Short Term Auction Rate Securities not equal to $50,000 or an integral multiple thereof shall be 
rejected and shall be deemed a Hold Order. Any Bid submitted by a Potential Owner covering an 
aggregate principal amount of Short Term Auction Rate Securities not equal to $50,000 or any integral 
multiple thereof shall be immediately rejected. 

3. DETERMINATION OF SUFFICIENT CLEARING BIDS, WINNING BID RATE AND AUCTION RATE 

Not earlier than the Submission Deadline, the Auction Agent will assemble all valid Orders 
submitted or deemed submitted to it by the Broker-Dealers (each such Hold Order, Bid or Sell Order 
as submitted or deemed submitted by a Broker-Dealer being herein referred to as a "Submitted Hold 
Order", a "Submitted Bid" or a "Submitted Sell Order", as the case may be, or as a "Submitted 
Order") and will determine the excess of the outstanding principal amount of Short Term Auction Rate 
Securities (excluding therefrom the principal amount of Short Term Auction Rate Securities which were 
Linked with Complementary Auction Rate Securities at the close of business on the immediately 
preceding Regular Record Date) over the principal amount of Short Term Auction Rate Securities 
subject to Submitted Hold Orders (such excess being herein referred to as the "Available Short Term 
Auction Rate Securities") and whether Sufficient Clearing Bids have been made in the Auction. 
Sufficient Clearing Bids will have been made if the principal amount of Short Term Auction Rate 
Securities that is the subject of Submitted Bids by Potential Owners specifying rates equal to or lower 
than the Maximum Rate equals or exceeds the principal amount of Short Term Auction Rate Securities 
that is the subject of Submitted Sell Orders (including the principal amount of Short Term Auction Rate 
Securities subject to Submitted Bids by Existing Owners specifying rates higher than the Maximum 
Rate) .  

If Sufficient Clearing Bids have been made, the Auction Agent will determine the lowest rate 
specified in the Submitted Bids (the "Winning Bid Rate") which, taking into account the rates in all 
Submitted Bids of Existing Owners, would result in Existing Owners continuing to own an aggregate 
principal amount of Short Term Auction Rate Securities which, when added to the principal amount of 
Short Term Auction Rate Securities to be purchased by Potential Owners, based on the rates in their 
Submitted Bids, would equal not less than the Available Short Term Auction Rate Securities. In such 
event, the Winning Bid Rate will be the Auction Rate for the next Interest Period. 

If Sufficient Clearing Bids have not been made (other than because all Short Term Auction Rate 
Securities are either subject to Submitted Hold Orders or at the close of business on the immediately 
preceding Regular Record Date were Linked to Complementary Auction Rate Securities and the 
remaining portion of Short Term Auction Rate Securities are subject to submitted Hold Orders), the 
Auction Rate for the next Interest Period will be the Maximum Rate. If Sufficient Clearing Bids have 
not been made, Existing Owners that have submitted Sell Orders may not be able to sell in the Auction 
all Short Term Auction Rate Securities subject to such Submitted Sell Orders . See "Acceptance and 
Rejection of Submitted Bids and Submitted Sell Orders and Allocations of Short Term Auction Rate 
Securities". 
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If all of the Short Term Auction Rate Securities are either subject to Submitted Hold Orders or 
were Linked to Complementary Auction Rate Securities at the close of business on the immediately 
preceding Regular Record Date, the Auction Rate for the next Interest Period will be equal to the 
Minimum Rate. 

4. A CCEPTANCE AND REJECTION OF SUBMITTED BIDS AND SUBMITTED SELL ORDERS AND 

ALLOCATIONS OF SHORT TERM AUCTION RATE SECURITIES 

Based on the determinations made under "Determination of Sufficient Clearing Bids, Winning Bid 
Rate and Auction Rate" above and, subject to the discretion of the Auction Agent to round off 
fractional amounts as described below, Submitted Bids and Submitted Sell Orders shall be accepted or 
rejected in the order of priority set forth in the Auction Procedures with the result that Existing Owners 
and Potential Owners of Short Term Auction Rate Securities shall sell, continue to own and/or purchase 
Short Term Auction Rate Securities as set forth below. Existing Owners that submitted or were deemed 
to have submitted Hold Orders shall continue to own Short Term Auction Rate Securities subject to 
such Hold Orders. 

If Sufficient Clearing Bids have been made: 

(a) each Existing Owner that placed a Submitted Sell Order or Submitted Bid specifying a rate 
higher than the Winning Bid Rate shall sell the principal amount of Short Term Auction Rate 
Securities subject to such Submitted Sell Order or Submitted Bid; 

(b) each Existing Owner that placed a Submitted Bid specifying a rate lower than the Winning 
Bid Rate shall continue to own the principal amount of Short Term Auction Rate Securities subject 
to such Submitted Bid; 

(c) each Potential Owner that placed a Submitted Bid specifying a rate lower than the Winning 
Bid Rate shall purchase the principal amount of Short Term Auction Rate Securities subject to 
such Submitted Bid; 

(d) each Existing Owner that placed a Submitted Bid specifying a rate equal to the Winning 
Bid Rate shall continue to own the principal amount of Short Term Auction Rate Securities subject 
to such Submitted Bid unless the aggregate principal amount of Short Term Auction Rate 
Securities subject to all such Submitted Bids is greater than the aggregate principal amount of 
Available Short Term Auction Rate Securities less the Short Term Auction Rate Securities 
accounted for in clauses (b) and (c) above, in which event each Existing Owner with such a 
Submitted Bid shall continue to own a principal amount of outstanding Short Term Auction Rate 
Securities subject to such Submitted Bid determined on a pro rata basis based on the aggregate 
principal amount of outstanding Short Term Auction Rate Securities subject to all such Submitted 
Bids by Existing Owners; and 

(e) each Potential Owner that placed a Submitted Bid specifying a rate equal to the Winning 
Bid Rate shall purchase any Available Short Term Auction Rate Securities not accounted for in 
clause (b), (c) or (d) above on a pro rata basis based on the aggregate principal amount of 
outstanding Short Term Auction Rate Securities subject to all such Submitted Bids. 

If Sufficient Clearing Bids have not been made (unless all of the outstanding Short Term Auction 
Rate Securities are subject to Submitted Hold Orders or at the close of business on the immediately 
preceding Regular Record Date were Linked to Complementary Auction Rate Securities and the 
remaining portion of the outstanding Short Term Auction Rate Securities are subject to Submitted Hold 
Orders) :  

(a)  each Existing Owner that placed a Submitted Bid specifying a rate equal to or lower than 
the Maximum Rate shall continue to own the principal amount of Short Term Auction Rate 
Securities subject to such Submitted Bid; 

(b) each Potential Owner that placed a Submitted Bid specifying a rate equal to or lower than 
the Maximum Rate shall purchase the principal amount of Short Term Auction Rate Securities 
subject to such Submitted Bid; and 
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(c) each Existing Owner that placed a Submitted Bid specifying a rate higher than the 
Maximum Rate or a Submitted Sell Order shall sell a principal amount of Short Term Auction 
Rate Securities determined on a pro rata basis based on the aggregate principal amount of Short 
Term Auction Rate Securities subject to all such Submitted Bids and Submitted Sell Orders. 

If, as a result of the Auction Procedures, (i) any Existing Owner would be entitled or required to 
sell, or any Potential Owner would be entitled or required to purchase, a principal amount of Short 
Term Auction Rate Securities that is not equal to $50,000 or any integral multiple thereof, the Auction 
Agent shall, in such manner as, in its sole discretion, it shall determine, round up or down the principal 
amount of Short Term Auction Rate Securities being sold or purchased on such Auction Date so that 
the principal amount of Short Term Auction Rate Securities sold or purchased by each Existing Owner 
or Potential Owner shall be equal to $50,000 or an integral multiple thereof or (ii) any Potential Owner 
would be entitled or required to purchase less than $50,000 principal amount of Short Term Auction 
Rate Securities, the Auction Agent shall, in such manner as, in its sole discretion, it shall determine, 
allocate principal amounts of Short Term Auction Rate Securities for purchase among Potential Owners 
so that only principal amounts of Short Term Auction Rate Securities equal to $50,000 or an integral 
multiple thereof are purchased by any such Potential Owner, even if such allocation results in one or 
more of such Potential Owners not purchasing Short Term Auction Rate Securities. 

5. NOTIFICATION OF RESULTS; SETTLEMENT 

The following summary of the Settlement Procedures to be used with respect to Auctions is 
qualified by reference to the Settlement Procedures attached hereto as Appendix E. 

The Auction Agent is required to advise each Broker-Dealer that submitted an Order of the 
Auction Rate for the next Interest Period and, if such Order was a Bid or Sell Order, whether such Bid 
or Sell Order was accepted or rejected, in whole or in part, by telephone by approximately 3:00 p.m., 
New York City time, on each Auction Date. Each Broker-Dealer that submitted an Order on behalf of 
a Bidder is required to then advise such Bidder of the Auction Rate for the next Interest Period and, if 
such Order was a Bid or a Sell Order, whether such Bid or Sell Order was accepted or rejected, in 
whole or in part, confirm purchases and sales with each Bidder purchasing or selling Short Term 
Auction Rate Securities as a result of the Auction and advise each Bidder purchasing or selling Short 
Term Auction Rate Securities as a result of the Auction to give instructions to its Agent Member of the 
Securities Depository to pay the purchase price against delivery of such Short Term Auction Rate 
Securities or to deliver such Short Term Auction Rate Securities against payment therefor, as 
appropriate. The Auction Agent will record each transfer of Short Term Auction Rate Securities on the 
registry of Existing Owners to be maintained by the Auction Agent. See "Master Purchaser's Letter" 
above. 

In accordance with the Securities Depository's normal procedures, on the Business Day after the 
Auction Date, the transactions described above will be executed through the Securities Depository and 
the accounts of the respective Agent Members at the Securities Depository will be debited and credited 
and Short Term Auction Rate Securities delivered as necessary to effect the purchases and sales of 
Short Term Auction Rate Securities as determined in the Auction. Purchasers are required to make 
payment through their Agent Members in same-day funds to the Securities Depository against delivery 
through their Agent Members. The Securities Depository will make payment in accordance with its 
normal procedures, which now provide for payment against delivery by its Agent Members in same-day 
funds. 

If any Existing Owner selling Short Term Auction Rate Securities in an Auction fails to deliver 
such Short Term Auction Rate Securities, the Broker-Dealer or any person that was to have purchased 
Short Term Auction Rate Securities in such Auction may deliver to such persons a principal amount of 
Short Term Auction Rate Securities that is less than the principal amount of Short Term Auction Rate 
Securities that otherwise was to be purchased by such person but in any event equal to $50,000 or an 
integral multiple thereof. In such event, the principal amount of Short Term Auction Rate Securities to 
be delivered shall be determined by such Broker-Dealer. Delivery of such lesser principal amount of 
Short Term Auction Rate Securities shall constitute good delivery. 
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Concerning the Auction Agent 

Chemical Bank is the initial Auction Agent. 

In the absence of bad faith or negligence on its part, the Auction Agent shall not be liable for any 
action taken, suffered or omitted or for any error of judgment made by it in the performance of its 
duties under the Auction Agency Agreement and shall not be liable for any error of judgment made in 
good faith unless the Auction Agent shall have been negligent in ascertaining the pertinent facts. 

The Auction Agent may terminate the Auction Agency Agreement upon notice to the Market 
Agent on a date no earlier than 90 days (30 days if it has not received payment of its fees in connection 
with holding Auctions) after such notice. If the Auction Agent should resign or be removed, the Market 
Agent is obligated to use its best efforts to appoint a successor Auction Agent and enter into an 
agreement with a successor Auction Agent containing substantially the same terms and conditions as 
the Auction Agency Agreement. The Market Agent may remove the Auction Agent. 

On the Interest Payment Date for each Interest Period immediately following an Auction Date, the 
Auction Agent will be entitled to receive a fee for all services rendered by it under the Auction Agency 
Agreement and the Broker-Dealer Agreements with respect to the Auction held on such Auction Date 
in an amount initially equal to an annualized rate of .03 of 1 % of the aggregate principal amount of the 
Short Term Auction Rate Securities upon which interest is paid and which was not Linked with 
Complementary Auction Rate Securities at the close of business on the Regular Record Date 
immediately preceding such Auction Date (the "Auction Agent Fee") .  In addition, the Auction Agent 
will be entitled to receive on the Initial Interest Payment Date the Auction Agent Fee calculated for the 
Initial Interest Period on the initial aggregate principal amount of the Short Term Auction Rate 
Securities for all services rendered by it in connection with the original issuance of the Short Term 
Auction Rate Securities. 

The Auction Agency Agreement provides that the rate at which the Auction Agent Fee accrues 
will be such that the Auction Agent receives as compensation for all services rendered by it under the 
Auction Agency Agreement and the Broker-Dealer Agreements an amount comparable to that 
received by the Auction Agent for rendering comparable services to others and which at least reflects 
the actual costs to the Auction Agent of rendering such services, including the amount of any fees 
payable by the Auction Agent to the Market Agent. See "Market Agent Agreement" above. If the 
Auction Agent and the Market Agent agree to a change in the rate at which the Auction Agent Fee is 
to accrue, the Auction Agent is required to mail a notice thereof to all Beneficial Owners, including 
Existing Owners, of Short Term Auction Rate Securities and Complementary Auction Rate Securities 
within two Business Days of such change. See "Service Charge" for a description of the manner in 
which the Auction Agent Fee will be paid. 

Broker-Dealers 

On the Interest Payment Date for each Interest Period immediately following an Auction Date, 
each Broker-Dealer will be entitled to receive a service charge with respect to the Auction held on such 
Auction Date in an amount initially equal to an annualized rate of .25 of 1 % of the aggregate principal 
amount of the Short Term Auction Rate Securities upon which interest is paid and which were placed 
by such Broker-Dealer at such Auction (all such fees are collectively referred to herein as the "Broker
Dealer Fee") .  For purposes of the preceding sentence, Short Term Auction Rate Securities will be 
deemed to have been placed by a Broker-Dealer in an Auction if such Short Term Auction Rate 
Securities were (i) the subject to Hold Orders deemed to have been made by Existing Owners and were 
acquired by such Existing Owners through such Broker-Dealer or (ii) the subject of an Order submitted 
by such Broker-Dealer that is (A) a Submitted Bid of an Existing Owner that resulted in such Existing 
Owner continuing to own such Short Term Auction Rate Securities as a result of the Auction, (B) a 
Submitted Bid of a Potential Owner that resulted in such Potential purchasing such Short Term Auction 
Rate Securities as a result of the Auction or (C) a valid Hold Order. In addition, if an Auction if for any 
reason not held on an Auction Date, Short Term Auction Rate Securities will be deemed to have been 
placed by a Broker-Dealer in such Auction if such Short Term Auction Rate Securities were acquired 
by an Existing Owner through such Broker-Dealer. Each Broker-Dealer will also be entitled to receive a 
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service charge on the Initial Interest Payment Date calculated for the Initial Interest Period in the 
aggregate principal amount of the Short Term Auction Rate Securities initially sold by such Broker
Dealer or an affiliate thereof as an underwriter in the initial offering of the Short Term Auction Rate 
Securities. 

The Auction Agency Agreement provides that the rate at which the Broker-Dealer Fee accrues will 
be the prevailing rate received by broker-dealers for rendering comparable services to others. The 
Auction Agent has agreed to advise, after a review of the records, the Market Agent at least annually, 
at the Market Agent's request, of the prevailing rate received by other broker-dealers for rendering 
comparable services to others. The Market Agent will adjust the rate at which the Broker-Dealer Fee 
accrues, if necessary, to equal such prevailing rate. If the Market Agent determines to change the rate at 
which the Broker-Dealer Fee accrues, the Auction Agent is required to mail a notice thereof to the 
Beneficial Owners, including Existing Owners, of the Short Term Auction Rate Securities and 
Complementary Auction Rate Securities within two Business Days of such change. See "Service 
Charge" above for a description of the manner in which the Broker-Dealer Fee will be paid. 

If a Broker-Dealer submits an Order for its own account in any Auction, it might have an 
advantage over other Bidders because it would have knowledge of Orders placed through it in that 
Auction; such Broker-Dealer, however, would not have knowledge of Orders submitted by other 
Broker-Dealers in the Auction. 

Changes in Percentages used in Determining Minimum Rate and Maximum Rate 

The Market Agent may adjust the percentage used to determine the Minimum Rate and the 
Applicable Percentage used to determine the Maximum Rate if adjustment of such percentage is 
necessary, in the judgment of the Market Agent, to reflect any Change of Preference Law such that the 
Minimum Rate and Maximum Rate shall have substantially equal market values before and after such 
Change of Preference Law. Any such adjustment could affect the interest rate on Complementary 
Auction Rate Securities for future Interest Periods. A "Change of Preference Law" means any 
amendment to the Code or other statute enacted by the Congress of the United States or any 
temporary, proposed or final regulation promulgated by the United States Treasury, after the date 
hereof, which (a) changes or would change any deduction, credit or other allowance allowable in 
computing liability for any federal tax with respect to, or (b) imposes or would impose or reduces or 
would reduce or increases or would increase any federal tax (including, but not limited to, preference or 
excise taxes) upon, any interest earned by any holder of bonds the interest on which is excluded from 
federal gross income under Section 103 of the Code. 

An adjustment in the percentage used to determine the Minimum Rate and the Applicable 
Percentage used to determine the Maximum Rate shall take effect on an Auction Date only if (i) the 
Auction Agent receives by 1 1 :00 a.m., New York City time, on the Business Day immediately preceding 
such Auction Date a certificate from the Market Agent (A) authorizing the adjustment of the 
percentages which shall be specified in such authorization, and (B) confirming that there is expected to 
be delivered an opinion of counsel on such Auction Date and (ii) the Auction Agent receives by 
9:30 a.m., New York City time, on such Auction Date, an opinion of counsel to the effect that such 
adjustment is authorized by law, and will not have an adverse effect on the exclusion of interest 
evidenced by the Securities from gross income for federal income tax purposes. For information 
concerning the Short Term Auction Rate Securities Rate if any such adjustment is not effective due to a 
failure of the condition contained in (ii) above, see "Interest on the Short-Term Auction Rate 
Securities" above. 

The Market Agent is required to communicate its determination to adjust the percentage used to 
detennine the Minimum Rate and the Applicable Percentage used to determine the Maximum Rate by 
means of a written notice delivered at least 10 days prior to the Auction Date on which the Market 
Agent desires to effect such adjustment to the Auction Agent and certain other specified parties. Such 
notice is required to state the determination of the Market Agent to change such percentages and the 
date such adjustment is to take effect which shall be an Auction Date. Such notice shall be effective 
only if it is accompanied by the form of opinion of counsel expected to be received on such Auction 
Date. The Auction Agent is required to mail notice thereof to the Existing Owners within two Business 
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Days of receipt thereof. Existing Owners to whom any of the foregoing notices have been delivered 
should contact their respective Broker-Dealers to be given information regarding any of the foregoing 
changes. 

Complementary Auction Rate Securities-Interest Rates 

The interest rate evidenced by the Complementary Auction Rate Securities for the Initial Interest 
Period is 8.82% per annum. 

The interest rate on the Complementary Auction Rate Securities for each Subsequent Interest 
Period shall be equal to the excess, if any, taken (without rounding) to the one thousandth ( .001) of 1 % , 
of: 

(i) 12.10% per annum, over 

(ii) the Short Term Auction Rate Securities Rate for such Subsequent Interest Period. 

No interest on the Complementary Auction Rate Securities will be payable for any Subsequent 
Interest Period in which the Short Term Auction Rate Securities Rate is 12.10% per annum. See 
"Linkage of Complementary Auction Rate Securities with Short Term Auction Rate Securities" and 
"Special Considerations for Purchasers of the Complementary Auction Rate Securities" below. 

Owners of Complementary Auction Rate Securities may obtain information with respect to the 
interest rate and the semiannual bond equivalent yield (based on a price of par) evidenced by the 
Complementary Auction Rate Securities for each Subsequent Interest Period by contacting the Auction 
Agent during its normal business hours at (212) 623-4947. 

Interest evidenced by the Complementary Auction Rate Securities shall be computed on the basis 
of a 365-day year for the number of days actually elapsed. 

Linkage of Complementary Auction Rate Securities with Short Term Auction Rate Securities 

1 .  GENERAL 

The discussion under this section "Linkage of Complementary Auction Rate Securities with Short 
Term Auction Rate Securities" must be read as applying separately to the two corresponding maturities 
of Short Term Auction Rate Securities and Complementary Auction Rate Securities. Short Term 
Auction Rate Securities with a maturity date of August 12, 2010 may be linked only with 
Complementary Auction Rate Securities with a maturity date of August 12, 2010, and Short Term 
Auction Rate Securities with a maturity date of September 1 ,  2011  may be linked only with 
Complementary Auction Rate Securities with a maturity date of September 1 ,  201 1 .  

2 .  LINKING-RATE LOCK OPTION 

A Beneficial Owner may link Complementary Auction Rate Securities with an equal principal 
amount of Regular or Special Short Term Auction Rate Securities (as defined under "CUSIP Numbers" 
below) by purchasing such Complementary Auction Rate Securities and Short Term Auction Rate 
Securities and requesting its Broker-Dealer to deliver a request for linkage to the Auction Agent (a 
form of which notice is attached as an exhibit to the Broker-Dealer Agreements (a "Linkage Request")) 
and taking such other action as its Broker-Dealer instructs. However, the Complementary Auction Rate 
Securities and the Short Term Auction Rate Securities may not be Linked during the period 
commencing at 11:00 a.m., New York City time, on the third Business Day immediately preceding any 
Interest Payment Date (including the initial Interest Payment Date) and ending immediately prior to 
the opening of business on such Interest Payment Date (the "Closed Period") .  

A Linkage Request which is submitted to the Auction Agent by 12:00 noon, New York City time, 
will, under procedures to be used by the Auction Agent and the Securities Depository, normally result 
in the linkage of the Complementary Auction Rate Securities and the Short Term Auction Rate 
Securities subject to such Linkage Request ullder a single CUSIP number immediately prior to the close 
of business on the next Business Day. See "CUSIP Numbers." 
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Owners of Short Term Auction Rate Securities which were Linked with Complementary Auction 
Rate Securities at the close of business on the Regular Record Date immediately preceding any Auction 
Date may not participate (as to such securities) in the Auction held on such Auction Date. As a result, 
however, such Beneficial Owners will not be obligated to pay the Service Charge related to such 
Auction with respect to such Short Term Auction Rate Securities owned by them. Accordingly, a 
Beneficial Owner of Complementary Auction Rate Securities and Short Term Auction Rate Securities 
which were Linked at the close of business on the Regular Record Date immediately preceding an 
Interest Period ("Regular Linked Short Term Auction Rate Securities and Complementary Auction 
Rate Securities") will, in effect, receive interest on its Linked Complementary Auction Rate Securities 
and Short Term Auction Rate Securities at a blended rate of interest equal to 6.05% per annum. 

However, a Beneficial Owner of Complementary Auction Rate Securities and Short Term Auction 
Rate Securities (other than Special Short Term Auction Rate Securities) which were Linked by such 
Beneficial Owner during an Interest Period is still obligated to pay the Service Charge for the Auction 
immediately preceding the linkage of its Complementary Auction Rate Securities and Short Term 
Auction Rate Securities. Such Beneficial Owner will therefore, in effect, receive interest on its Special 
Linked Short Term Auction Rate Securities and Complementary Auction Rate Securities at a blended 
rate of 5.77% (based upon a Service Charge Rate of .28 of 1 % )  for such Interest Period. For succeeding 
Interest Periods such Beneficial Owner will receive a blended rate of 6.05% as described in the 
preceding paragraph. 

Complementary Auction Rate Securities and Short Term Auction Rate Securities which are Linked 
may only be transferred together as Linked securities in minimum denominations of $100,000 ($50,000 
principal amount of Complementary Auction Rate Securities and $50,000 principal amount of Short 
Term Auction Rate Securities) and integral multiples thereof. 

A purchaser of Linked Complementary Auction Rate Securities and Short Term Auction Rate 
Securities in the secondary market will make payment of the purchase price thereof in accordance with 
the Securities Depository's normal procedures, which now provide for payment in next-day funds 
against delivery to its Agent Member of such Linked Complementary Auction Rate Securities and 
Short Term Auction Rate Securities. 

If the Complementary Auction Rate Securities or the Short Term Auction Rate Securities are no 
longer represented by a global certificate registered in the name of the Securities Depository or its 
nominee, the Complementary Auction Rate Securities and the Short Term Auction Rate Securities may 
not be Linked. See "Book-Entry-Only System" below for a description of the circumstances under 
which the Complementary Auction Rate Securities or the Short Term Auction Rate Securities may no 
longer be represented by a global certificate. 

3. BREAKING LINKAGE OF COMPLEMENTARY AUCTION RATE SECURITIES WITH SHORT TERM 

AUCTION RATE SECURITIES 

A Beneficial Owner of Linked Complementary Auction Rate Securities and Short Term Auction 
Rate Securities may break such linkage at any time, other than during a Closed Period, by requesting its 
Broker-Dealer to deliver a request to break linkage to the Auction Agent (a form of which request is 
attached as an exhibit to the Broker-Dealer Agreements) (a "Request to Break Linkage") and taking 
such other action as its Broker-Dealer instructs. In addition, prior to the breaking of such linkage, 
unless already delivered, such Beneficial Owner or its Broker-Dealer will be required to sign and deliver 
to the Auction Agent a Master Purchaser's Letter. See "Interest-Auctions-Master Purchaser's 
Letter" above. 

The Auction Agent will redeliver free of charge by book-entry transfer such Complementary 
Auction Rate Securities and Short Term Auction Rate Securities from its special account at the 
Securities Depository to the account at the Securities Depository of the Agent Member specified in the 
Request to Break Linkage. 

The Beneficial Owner of the Short Term Auction Rate Securities which are not Linked but which 
were Linked at the close of business on the Regular Record Date immediately preceding an Interest 
Period ("Special Short Term Auction Rate Securities") will receive interest evidenced by such Short 
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Term Auction Rate Securities at a rate per annum equal to the sum of (i) the Auction Rate or 
Maximum Rate, as the case may be, applicable to such Interest Period and (ii) the Service Charge Rate . 

A Request to Break Linkage which is submitted to the Auction Agent by 12:00 noon, New York 
City time, will, under procedures to be used by the Auction Agent and the Securities Depository, 
normally result in the breaking of such linkage immediately prior to the close of business on the next 
Business Day and the recording of such Complementary Auction Rate Securities and Short Term 
Auction Rate Securities at the Securities Depository under separate CUSIP numbers. See "CUSIP 
Numbers" below. 

4. REJECTION OF SHORT TERM AUCTION RATE SECURITIES AND COMPLEMENTARY AUCTION 

RATE SECURITIES 

If the Auction Agent receives a Linkage Request or a Request to Break Linkage and either (i) the 
Beneficial Owner does not take such action as its Broker-Dealer instructs with respect to the related 
Short Term Auction Rate Securities and Complementary Auction Rate Securities identified in such 
request prior to the beginning of the Closed Period next following the receipt thereof by the Auction 
Agent or (ii) the Auction Agent receives such Short Term Auction Rate Securities and Complementary 
Auction Rate Securities from such Agent Member during any Closed Period, the Auction Agent will 
reject such Short Term Auction Rate Securities and Complementary Auction Rate Securities, thereby 
effecting the book-entry transfer of such Short Term Auction Rate Securities and Complementary 
Auction Rate Securities from the special account of the Auction Agent at the Securities Depository into 
the account of such Agent Member at the Securities Depository. As a result, the requested linkage or 
the requested breaking of linkage, as the case may be, will not be made. 

CUSIP Numbers 

The City has been advised that the CUSIP numbers for Complementary Auction Rate Securities, 
Regular Short Term Auction Rate Securities, Special Short Term Auction Rate Securities, Regular 
Linked Short Term Auction Rate Securities and Complementary Auction Rate Securities and Special 
Linked Short Term Auction Rate Securities and Complementary Auction Rate Securities, respectively, 
are as follows: 

Complementary Auction Rate Securities 
Regular Short Term Auction Rate Securities* 
Special Short Term Auction Rate Securities** 
Regular Linked Short Term Auction Rate Securities and 

Complementary Auction Rate Securities 
Special Linked Short Term Auction Rate Securities and 

Complementary Auction Rate Securities** 

Maturity 2010 
CUSIP Number 

64965 5 KJ5  
649655KGl 
649655JK4 

649655KH9 

649658GH8 

Maturity 2011 
CUSIP Number 

649656KM6 
649656KKO 
649656 GJ4 

649656KL8 

649659FQ7 

* Regular Short Term Auction Rate Securities are Short Term Auction Rate Securities which are not 
Linked with Complementary Auction Rate Securities and which are not Special Short Term Auction 
Rate Securities. 

** All Special Short Term Auction Rate Securities, Special Linked Short Term Auction Rate Securities 
and Complementary Auction Rate Securities will automatically become Regular Short Term 
Auction Rate Securities and Regular Linked Short Term Auction Rate Securities and Complemen
tary Auction Rate Securities, respectively, on the Business Day immediately following each Auction 
Date. 

The City makes no representation as to the accuracy of the CUSIP numbers set forth above. 

Mandatory Tender of Regular Short Term Auction Rate Securities 

So long as the Short Term Auction Rate Securities and the Complementary Auction Rate 
Securities are in book-entry form, at any time prior to the Submission Deadline on any Auction Date, a 
Beneficial Owner of Complementary Auction Rate Securities may (i) notify a Broker-Dealer that such 
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Beneficial Owner intends to submit a Bid at the Minimum Rate for a specified principal amount of 
Short Term Auction Rate Securities on such Auction Date in order to link the same with all or a 
portion of its Complementary Auction Rate Securities and (ii) if such Bid is unsuccessful, in whole or in 
part, may elect no later than the second Business Day succeeding such Auction Date to require that 
Regular Short Term Auction Rate Securities in an aggregate principal amount equal to the unsuccessful 
portion of such Bid be tendered to such Beneficial Owner for purchase (a "Tender Demand") on the 
seventh Business Day preceding the next succeeding Auction Date (a "Tender Date") .  The purchase 
price (the "Tender Price") shall equal the principal amount of Regular Short Term Auction Rate 
Securities being purchased plus accrued and unpaid interest thereon to the Tender Date at the Short 
Term Auction Rate Securities Rate, less the Service Charge Rate . Any Beneficial Owner of Short Term 
Auction Securities who receives notice from its Broker-Dealer that all or any portion of its Short Term 
Auction Rate Securities have been selected for purchase by a Beneficial Owner of Complementary 
Auction Rate Securities who has made a Tender Demand shall tender such Short Term Auction Rate 
Securities for purchase by such Beneficial Owner at the Tender Price on the Tender Date therefor as 
instructed by such Broker-Dealer. 

Redemption of Short Term Auction Rate Securities and Complementary Auction Rate Securities 

1 .  OPTIONAL REDEMPTION 

The Short Term Auction Rate Securities are subject to optional redemption by the City prior to 
their date of maturity, as a whole or in part, on any Interest Payment Date for Short Term Auction 
Rate Securities (except as provided below with respect to Linked Short Term Auction Rate Securities), 
in integral mUltiples of $50,000 principal amount, from any source of available funds, at a redemption 
price without premium equal to the sum of the principal amount or such part thereof evidenced and 
represented by the Short Term Auction Rate Securities to be redeemed plus accrued interest evidenced 
and represented thereby to the day fixed for redemption. 

The Complementary Auction Rate Securities are not subject to optional redemption prior to the 
first Interest Payment Date on or after August 1 ,  2002. The Complementary Auction Rate Securities 
are subject to optional redemption by the City, in whole or in part, on any Interest Payment Date on or 
after August 1 ,  2002, in integral multiples of $50,000 principal amount, at the redemption prices set 
forth below (expressed as a percentage of the principal amount of Complementary Auction Rate 
Securities to be redeemed) plus accrued interest evidenced and represented thereby to the day fixed for 
redemption: 

Period During 
which Redeemed 

(both dates inclusive) 

The first Interest Payment Date on or 
after August 1 ,  2002 through the 
Interest Payment Date preceding 
August 1, 2003 

The first Interest Payment Date on or 
after August 1 ,  2003 through the 
Interest Payment Date preceding 
August 1 ,  2004 

The first Interest Payment Date on or 
after August 1, 2004 and thereafter 

Redemption Price for 
Complementary Auction 

Rate Securities 

103% 

101 1h 

100 

Redemption Price for Linked Short 
Term Auction Rate Securities and 

Complementary Rate Auction Securities 

10J Ih% 

100% 

100 

The City's right to redeem the Short Term Auction Rate Securities or Complementary Auction 
Rate Securities is conditioned upon its simultaneously redeeming (or simultaneously delivering to the 
Fiscal Agent for cancellation) an equal aggregate principal amount of Complementary Auction Rate 
Securities or Short Term Auction Rate Securities, respectively, so that there will at all times be 
outstanding an equal aggregate principal amount of Short Term Auction Rate Securities and 
Complementary Auction Rate Securities. 

The City's right to redeem Regular Linked Short Term Auction Rate Securities and Complemen
tary Auction Rate Securities is further conditioned upon its simultaneously redeeming (or simultane-
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ously delivering to the Fiscal Agent for cancellation) both the Short Term Auction Rate Securities and 
the Complementary Auction Rate Securities with which such Short Term Auction Rate Securities are 
Linked. 

2. NOTICE OF REDEMPTION 

Notice of redemption of the Short Term Auction Rate Securities and Complementary Auction 
Rate Securities will be given by mailing a copy of such notice not earlier than the day after the Interest 
Payment Date next preceding the date fixed for redemption, but not less than 30 days prior to the date 
fixed for redemption, to the registered owners of the Bonds or the portions thereof to be redeemed. If 
notice of redemption shall have been given, and if on the date fixed for redemption monies for 
redemption of all of the Short Term Auction Rate Securities and Complementary Auction Rate 
Securities or portions thereof to be redeemed, together with interest accrued and unpaid with respect 
thereto to the date fixed for redemption, shall be available for such payment, then from and after the 
date fixed for redemption interest evidenced by such Short Term Auction Rate Securities and 
Complementary Auction Rate Securities or portions thereof shall cease to accrue. Notwithstanding the 
other provisions of this paragraph and except as provided in the second following paragraph, Linked 
Short Term Auction Rate Securities or Complementary Auction Rate Securities will not be selected for 
redemption unless the Complementary Auction Rate Securities or Short Term Auction Rate Securities 
with which they are Linked are also selected for redemption. 

3. SELECTION OF SHORT TERM AUCTION RATE SECURITIES AND COMPLEMENTARY AUCTION 

RATE SECURITIES TO BE REDEEMED 

The Short Term Auction Rate Securities and Complementary Auction Rate Securities may be 
redeemed only in $50,000 principal amounts or integral multiples thereof. In the case of any redemption 
in part, the aggregate amount of the Short Term Auction Rate Securities and Complementary Auction 
Rate Securities to be redeemed will be selected from Short Term Auction Rate Securities and 
Complementary Auction Rate Securities which are Linked and from Short Term Auction Rate 
Securities and Complementary Auction Rate Securities which are not Linked proportionally in 
accordance with the relative amounts of the Short Term Auction Rate Securities and Complementary 
Auction Rate Securities which are and are not Linked. Such selection will be made by lot and will be 
based on the aggregate principal amounts of the Short Term Auction Rate Securities and 
Complementary Auction Rate Securities which are and are not Linked as of a record date to be 
selected by the Fiscal Agent. 

If a Beneficial Owner of Short Term Auction Rate Securities links such Short Term Auction Rate 
Securities with Complementary Auction Rate Securities during the period commencing at the close of 
business on the record date selected by the Fiscal Agent and ending on the date fixed for redemption, 
its Short Term Auction Rate Securities or Complementary Auction Rate Securities alone may be 
redeemed, requiring the linkage of such Short Term Auction Rate Securities and Complementary 
Auction Rate Securities to be broken. In addition, if a Beneficial Owner of Short Term Auction Rate 
Securities which are Linked with Complementary Auction Rate Securities breaks such linkage during 
such period and sells either its Short Term Auction Rate Securities or its Complementary Auction Rate 
Securities, it may be required to purchase Short Term Auction Rate Securities or Complementary 
Auction Rate Securities in the event that its Linked Short Term Auction Rate Securities and 
Complementary Auction Rate Securities are selected for redemption. 

In addition to the redemption provisions described above, Regular Short Term Auction Rate 
Securities are subject to mandatory tender for purchase by Beneficial Owners of Complementary 
Auction Rate Securities after an Auction under certain circumstances. See "Mandatory Tender of 
Regular Short Term Auction Rate Securities" above. 
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Supplements to Short Term Auction Rate Securities and Complementary Auction Rate Securities 
Provisions 

For any one or more of the following purposes and at any time or from time to time, the City may 
supplement the provisions described above: 

(1) To cure any ambiguity, supply any omission, or cure or correct any defect or inconsistent 
provision relating to the Securities; or 

(2) To insert such provisions clarifying matters or questions with respect to the Securities as 
are necessary or desirable and are not contrary to or inconsistent with the Securities as theretofore 
in effect. 

Each supplement is conditioned upon delivery to the City of an opinion of bond counsel to the 
effect that such supplement is authorized by law and will not have an adverse effect on the exclusion of 
interest on the Securities from gross income for Federal income tax purposes. 

Special Considerations for Purchasers of the Complementary Auction Rate Securities 

Prospective purchasers of the Complementary Auction Rate Securities should note the following 
with respect to the Complementary Auction Rate Securities: 

The increases and decreases in market value of the Complementary Auction Rate Securities can be 
expected to vary to a much greater extent than the changes in market value of an equal principal 
amount of fixed rate bonds having similar interest rates, credit quality, redemption provisions and 
maturity (excluding in such comparisons any potential premium paid or received for the Complemen
tary Auction Rate Securities beyond that which would be paid for fixed rate bonds having similar 
interest rate, credit quality, redemption provisions and maturity) . 

Because the interest rate evidenced by the Complementary Auction Rate Securities will be 
determined by subtracting the Short Term Auction Rate Securities Rate from a fixed amount, the 
interest rate on the Complementary Auction Rate Securities will: 

decrease as the Short Term Auction Rate Securities Rate increases, and 

increase as the Short Term Auction Rate Securities Rate decreases. 

In addition, as a result, the interest rate evidenced by the Complementary Auction Rate Securities will 
equal zero if the Short Term Auction Rate Securities for that maturity is equal to U.I0% per annum. 

An increase in the amount of Short Term Auction Rate Securities which are not Linked with 
Complementary Auction Rate Securities could result in a higher Short Term Auction Rate Securities 
Rate and, therefore, a lower interest rate on the Complementary Auction Rate Securities. 

The Market Agent may, in the event of a Change of Preference Law, adjust the percentage used to 
determine the Minimum Rate or the Applicable Percentages used to determine the Maximum Rate. See 
"The Bonds-Interest-Auctions-Changes in Percentages Used in Determining Minimum Rate and 
Maximum Rate" above. Any such adjustment could result in a higher Short Term Auction Rate 
Securities Rate for future Interest Periods and, therefore, a lower interest rate on Complementary 
Auction Rate Securities for such periods. 

In order to link Complementary Auction Rate Securities with Short Term Auction Rate Securities, 
a Beneficial Owner of Complementary Auction Rate Securities must have purchased a like principal 
amount of Short Term Auction Rate Securities. See "The Bonds-Short Term Auction Rate Securities 
and Complementary Auction Rate Securities-Linkage of Complementary Auction Rate Securities 
with Short Term Auction Rate Securities" above. The City is not obligated to provide Short Term 
Auction Rate Securities to a Beneficial Owner of Complementary Auction Rate Securities who desires 
to link such Short Term Auction Rate Securities with the Complementary Auction Rate Securities held 
by such beneficial owner. A Beneficial Owner of Complementary Auction Rate Securities may be able 
to acquire Short Term Auction Rate Securities bidding in the next succeeding Auction for Short Term 
Auction Rate Securities (normally every 35 days) , provided that the Beneficial Owners of Short Term 
Auction Rate Securities do not submit Hold Orders covering all of the Short Term Auction Rate 
Securities in the Auction. In such event no Short Term Auction Rate Securities would be available for 
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purchase at any rate bid by such Beneficial Owner of Complementary Auction Rate Securities in that 
Auction. A Beneficial Owner of Complementary Auction Rate Securities who bid at the Minimum Rate 
in such Auction may elect to require Regular Short Term Auction Rate Securities to be tendered to it 
for purchase. See "The Bonds-Short Term Auction Rate Securities and Complementary Auction Rate 
Securities-Mandatory Tender of Regular Short Term Auction Rate Securities" above. Otherwise, a 
Beneficial Owner of Complementary Auction Rate Securities might be able to purchase Short Term 
Auction Rate Securities in the secondary market, outside of Auctions, through a Broker-Dealer prior to 
the next scheduled Auction for Short Term Auction Rate Securities; however, an active secondary 
market for the Short Term Auction Rate Securities is not expected to develop, other than in Auctions. 

Prudential Securities Incorporated has advised the City that it intends initially to make a market for 
the Complementary Auction Rate Securities and for the Short Term Auction Rate Securities between 
Auctions; however, Prudential Securities Incorporated is not obligated to make a market and may 
discontinue making a market at any time without notice . Neither the City nor Prudential Securities 
Incorporated can give any assurance that secondary markets therefor will develop. 

Short RITES Bonds 

The Short RITES Bonds are subject to the provisions summarized below. Capitalized terms used in 
this "SECTION II: THE BONDs-Short RITES Bonds" which are not otherwise defined in the Official 
Statement are defined in "Appendix C-CERTAIN DEFINITIONS-Short RITES Bonds" .  

The Short RITES Bonds will be executed and delivered as fully registered Bonds in Authorized 
Denominations of: ( 1 )  until the Scheduled Conversion Dates indicated inside the cover page of this 
Official Statement (each a "Scheduled Conversion Date") or the optional conversion thereof on the 
Optional Conversion Date described below in "SECTION II: THE BONDs-Short RITES Bonds
Optional Conversion of the Short RITES Bonds" (collectively, the "Conversion Dates") ,  $100,000 or any 
integral multiple thereof (except that one Short RITES Bond maturing in 2003 shall be issued in the 
Authorized Denomination of $175,000) , and (2) thereafter, $5,000 or any integral multiple thereof. 
Ownership interests may be acquired in book-entry form only. See "SECTION II: THE BONDs-Bond 
Certificates-Book Entry Only System" .  

Interest on the Short RITES Bonds will be payable in  arrears on February 1 and August 1 of  each 
year commencing February 1 ,  1993 to the Owners thereof as of the fifteenth day of the month preceding 
each February 1 and August 1. From the Effective Date through the day prior to the applicable 
Conversion Date interest will accrue for each Calculation Period at a per annum rate equal to the 
applicable Base Rate indicated inside the cover page of this Official Statement (each a "Base Rate") ,  
calculated on the basis of a 360-day year of twelve 30-day months, minus a variable rate (the "Variable 
Rate") ,  computed using a year of 365 or 366 days and actual days elapsed. From the Interest Payment 
Date preceding the Optional Conversion Date through the Scheduled Conversion Date therefor, the 
interest rate on the Short RITES Bonds will be the applicable Converted Rate, with interest calculated 
on the basis of a 360-day year consisting of twelve 30-day months. From and after the applicable 
Scheduled Conversion Date, the interest rate on the Short RITES Bonds will be the applicable 
Constant Rate indicated inside the cover page of this Official Statement (each a "Constant Rate") and 
will be computed using a year of 360 days comprising twelve 30-day months. 

Interest shall be payable on the Short RITES Bonds on each Interest Payment Date by check 
mailed to the registered owner at his address as it appears on the registration books of the City as of the 
close of business on the appropriate Record Date; provided, that (i) while a securities depository is the 
registered owner of all of the Short RITES Bonds, all payments of principal of and interest on such 
Short RITES Bonds shall be paid to the securities depository or its nominee by wire transfer and (ii) 
interest on the Short RITES Bonds shall be payable to any registered owner of at least $1 ,000,000 
principal amount of Short RITES Bonds by wire transfer, upon written notice received by the Fiscal 
Agent at least five days prior to the Record Date from such registered owner containing the wire 
transfer address (which shall be in the continental United States) to which such registered owner wishes 
to have such wire directed. 

Owners of the Short RITES Bonds may elect, subject to certain conditions, prior to the applicable 
Scheduled Conversion Date to convert the interest on the Short RITES Bonds to the applicable 
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Converted Rate, as described below in "SECTION II: THE BONDs-Short RITES Bonds-Optional 
Conversion of the Short RITES Bonds" . 

The Variable Rate for each Calculation Period shall be equal to the weighted daily average of the 
Kenny Index (the "Kenny Index") computed using a year of 365 or 366 days and actual days elapsed. 
The Variable Rate for any Calculation Period may not exceed the applicable Base Rate. 

The Kenny Index Rate shall be the index generally made available each Tuesday by Kenny 
Information Systems or any successor indexing agent (the "Indexing Agent") .  The Kenny Index Rate 
shall be based upon 30-day yield evaluations at par of bonds, the interest on which is exempt from 
federal income taxation, of not less than five "high grade" component issuers selected by the Indexing 
Agent which shall include, without limitation, issuers of general obligation bonds. The specific issuers 
included among the component issuers may be changed from time to time by the Indexing Agent in its 
discretion. The bonds on which the Kenny Index Rate is based shall not include any securities the 
interest on which is subject to a "minimum tax" or similar tax under the Internal Revenue Code, unless 
all tax-exempt securities are subject to such tax. 

In the event that the Indexing Agent no longer publishes an index satisfying the definition of the 
Kenny Index Rate or if the Short RITES Market Agent, initially Merrill Lynch & Co. ,  Inc. , reasonably 
concludes that the Kenny Index Rate will not be announced in a timely manner, then the Short RITES 
Market Agent shall announce a rate equal to the prevailing rate determined by the Short RITES 
Market Agent for bonds rated in the highest short-term rating category by Moody's and Standard & 
Poor's in respect of issuers resembling the component issuers selected by Kenny Information Systems 
that are subject to tender by holders thereof for purchase on not more than seven days notice and the 
interest on which is (a) variable on a weekly basis, (b) excludable from gross income for federal income 
tax purposes, and (c) not subject to a "minimum tax" or similar tax unless all tax-exempt bonds are 
subject to such tax. 

Prospective purchasers of Short RITES Bonds should note that because the interest rate on the 
Short RITES Bonds prior to the applicable Conversion Date will be determined by subtracting the 
Variable Rate from a fixed amount, the interest rate on the Short RITES Bonds prior to the applicable 
Conversion Date will: 

decrease as the Variable Rate increases, and 

increase as the Variable Rate decreases. 

In addition, as a result, the interest rate with respect to the Short RITES Bonds prior to the 
applicable Conversion Date will equal zero if the Variable Rate is equal to or greater than the 
applicable Base Rate for such maturity. 

The Short RITES Rate on the Short RITES Bonds shall not exceed the applicable Base Rate. 

Facilitation Agreement 

The City has entered into an Agreement to Facilitate the Issuance, Sale and Payment of Bonds (the 
"Facilitation Agreement") and pursuant thereto will enter into series transaction supplements (each a 
"Series Transaction Supplement") with Merrill Lynch Capital Services, Inc. ("MLCS") an affiliate of 
Merrill Lynch & Co. ,  Inc. , the Short RITES Market Agent and an affiliate of an Underwriter, pursuant 
to the terms of which the City is required to pay to MLCS a variable rate equal to the Variable Rate 
and is entitled to receive from MLCS a fixed rate equal to the applicable Base Rate minus the 
applicable Constant Rate, in each case on a notional amount equal to the principal amount of Short 
RITES Bonds of each maturity, and in each case for the period to the Scheduled Conversion Date of 
each maturity. Merrill Lynch & Co. ,  Inc. is the guarantor of the obligations of its subsidiary, MLCS, with 
respect to the Facilitation Agreement. The Facilitation Agreement is not a contract for the benefit of 
bondholders. Owners of the Short RITES Bonds, or of other Bonds, should not assume that any such 
agreement will be in effect at any time. 

30 



Optional Conversion of the Short RITES Bonds 

On any Business Day prior to the applicable Scheduled Conversion Date, the Owner of Short 
RITES Bonds may elect to convert the interest rate payable on not less than $500,000 principal amount 
of such Short RITES Bonds of a maturity to the applicable Converted Rate. 

Such election shall be made by delivery by the Owner of such Short RITES Bond of notice, which 
notice may be in writing or telephonically communicated, to the Short RITES Market Agent by 
1 1 :00 A.M., New York City time, on the Business Day prior to the proposed Optional Conversion Date 
(the "Notice Date") specifying (i) the principal amount of Short RITES Bonds and maturity to be 
converted, (ii) the proposed Optional Conversion Date, (iii) the method by which the Short RITES 
Market Agent will be able to contact such Owner between 1 1 :00 A.M. and 2:00 P.M., New York City 
time, on the Notice Date and (iv) evidence satisfactory to the Short RITES Market Agent that such 
Owner is the Owner of the Short RITES Bonds being converted. 

Prior to 2:00 P.M. ,  New York City time on the Notice Date, the Short RITES Market Agent shall 
determine (i) whether the conditions for the conversion of Short RITES Bonds have been met, (ii) the 
Optional Conversion Date and (iii) the applicable Converted Rate, and shall make reasonable efforts to 
advise the Owner using the method specified in the notice, as to such determinations. Any 
determination made by the Short RITES Market Agent pursuant to this paragraph shall be binding, 
until 3 :00 P.M., New York City time, on the Notice Date, provided there shall have been no material 
adverse change in the market for interest rate exchange agreements based on tax-exempt market 
interest rates prior to such time. If, in the exclusive judgment of the Short RITES Market Agent, which 
judgment may not be exercised arbitrarily, such material adverse change shall have occurred, the Short 
RITES Market Agent shall rescind such determination by not providing the telephonic confirmation 
referred to in the following paragraph. 

The Owner shall provide telephonic notice to the Short RITES Market Agent of its offer to 
convert its Short RITES Bonds to the Converted Rate so determined not later than 3:00 P.M., New 
York City time, on the Notice Date. Such notice shall be irrevocable; provided that, the conversion shall 
be effective only if the Short RITES Market Agent shall, by telephone, confirm its acceptance of the 
Converted Rate. Immediately following such confirmation, the Owner shall, in the event that the Short 
RITES Bonds are registered in the name of Cede & Co. ,  as nominee for DTC, provide the Participant 
through which such Owner holds such Short RITES Bonds, irrevocable written notice to convert the 
interest on such Short RITES Bonds. 

Not later than 5 :00 P.M. ,  New York City time, on the Notice Date, the Owner shall provide to the 
City, the Fiscal Agent and the Short RITES Market Agent irrevocable written notice (i) specifying the 
converted Short RITES Bonds, (ii) acknowledging that such Short RITES Bonds bear interest at the 
Converted Rate, and (iii) providing evidence satisfactory to the Short RITES Market Agent (x) that 
such Owner is the Owner of the converted Short RITES Bonds and (y) in the event that the Short 
RITES Bonds are registered in the name of Cede & Co. ,  as nominee for DTC, that there shall have 
been provided to the Participant through which such Owner holds such Short RITES Bond, irrevocable 
written notice to convert the interest rate on such Short RITES Bond or authorizing the Short RITES 
Market Agent, to provide such notice, or in any other event, that the Owner shall surrender for 
conversion its Short RITES Bond. Failure by the Owner to deliver the notice described in the preceding 
sentence shall not affect the conversion made in the telephonic notice provided by the Owner as 
described above. 

Notwithstanding anything to the contrary contained in this "SECTION II: THE BONDs-Short 
RITES Bonds-Optional Conversion of the Short RITES Bonds", the Optional Conversion Date for 
any Short RITES Bond for which the Owner has provided notice of conversion during the period 
beginning on the Record Date and ending on the next succeeding Interest Payment Date shall be a date 
not earlier than such next succeeding Interest Payment Date . 

In addition, no Short RITES Bond shall be converted to the applicable Converted Rate at the 
election of the Owner thereof if (i) the Interest Rate Adjustment cannot be determined because (A) in 
the event that the related Series Transaction Supplement, or a Substitute Series Transaction 
Supplement, is in effect, the City and MLCS, or the City and the relevant financial institution with 
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respect to a Substitute Series Transaction Supplement, fail to agree to the termination of a ratable 
portion of the related Series Transaction Supplement or (B) in the event that the related Series 
Transaction Supplement, or a Substitute Series Transaction Supplement, is not in effect, the City is 
unable to determine the Market Quotation or (ii) prior to such conversion there shall have occurred the 
enactment, promulgation, execution or ratification of, or any change in or amendment to , any law, 
regulation or ruling (or in the application or official interpretation of any law, regulation or ruling) as a 
result of which the City shall no longer be in receipt of an opinion of nationally recognized bond 
counsel to the effect that a conversion of any Short RITES Bond would not cause the interest payable 
on any of the Bonds to cease to be excludable from gross income for Federal income tax purposes. The 
City shall immediately notify the Short RITES Market Agent if no Short RITES Bonds shall be 
converted because of the satisfaction of the condition described in clause (ii) of the preceding sentence. 
Bond Counsel have no obligation to update their opinions given at the delivery of the Bonds. 

The Internal Revenue Service has issued proposed regulations, which were published in the 
Federal Register on December 2, 1992, that may, if adopted in their current form, restrict the right of 
holders to convert Short RITES Bonds in certain circumstances. The regulations, if adopted, would 
apply only to conversions occurring 30 days or more after publication of the regulations as final. Under 
the proposed regulations, significant alterations to any debt instrument may cause it to be treated as a 
reissued debt instrument for Federal income tax purposes .  Although it is not clear, it is possible that the 
exercise of the option to convert a Short RITES Bond may cause it to be treated as reissued under the 
proposed regulations. If the converted Short RITES Bond were considered to be reissued, the holder 
would recognize gain or loss measured by the market value of the converted Short RITES Bond. In 
addition, if the treatment of the converted Short RITES Bonds as a reissued obligation would cause 
interest on the Bonds to be includable in gross income for Federal income tax purposes, e.g. , if the 
converted Short RITES Bonds had a lower yield than the yield on the Bonds or if there were a change 
in law adversely affecting the reissuance of the Bonds, the conversion would not be permitted. 

The City and MLCS have agreed, pursuant to the Facilitation Agreement, to terminate each Series 
Transaction Supplement in a notional principal amount corresponding to the face amount of the Short 
RITES Bonds of each maturity being converted. Any such termination of such portion of each such 
Series Transaction Supplement is expressly conditioned on the following: 

(a) MLCS is actively involved in the business of executing interest rate swap transactions on 
the basis of tax-exempt market interest rates; 

(b) MLCS arranges, in light of then current market conditions, terms for such termination 
financially and otherwise acceptable to the City and MLCS, and the City consents to such terms, 
which consent shall not be unreasonably withheld; and 

(c) such other factors as affect MLCS's willingness to enter into Series Transaction 
Supplements. 

There can be no assurance that any substitute master agreement will contain the same conditions as 
the Facilitation Agreement or that the City will be able to obtain any quotations from Reference 
Market-makers to determine the Market Quotation. 

Prospective Owners of the Short RITES Bonds should note that it is not possible to determine at 
this time the amount of the Converted Rate or the Interest Rate Adjustment. Both are subject to 
conditions in the market for interest rate exchange transactions based on tax-exempt market interest 
rates at the time of conversion. The Interest Rate Adjustment is expected, however, to approximate the 
replacement cost for MLCS and the City of the notional amount of the Series Transaction Supplement 
being adjusted in conjunction with such conversion. Such replacement cost is expected to be 
approximately equal to the cost of preserving for MLCS and the City the economic equivalent of the 
payment obligations of MLCS and the City following the Optional Conversion Date . If an Interest Rate 
Adjustment is positive, the Converted Rate will be in excess of the Constant Rate; however, if the 
Interest Rate Adjustment is negative, the Converted Rate will be less than the Constant Rate. 
Generally, upon the conversion of a Short RITES Bond, (i) the Converted Rate will be less than the 
applicable Constant Rate if fixed payor rates in the market for interest rate exchange transactions based 
on tax-exempt market interest rates exceed the applicable Base Rate minus the applicable Constant 
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Rate for such Short RITES Bond and (ii) the Converted Rate will exceed the applicable Constant Rate 
if fixed payor rates in the market for interest rate exchange transactions based on tax-exempt market 
interest rates are less than the applicable Base Rate minus the applicable Constant Rate for such Short 
RITES Bond. 

In no event shall the rate of interest on the Short RITES Bonds exceed 25% per annum. 

In addition, Prospective Owners of the Short RITES Bonds should note that: 

(i) pursuant to the Facilitation Agreement, MLCS and the City have agreed that if the 
conditions specified above with respect to the termination of any Series Transaction Supplement 
are satisfied, they will arrange for such termination on a best etTorts basis; and 

(ii) although the Interest Rate Adjustment applicable upon an Optional Conversion of any 
Short RITES Bond to the applicable Converted Rate cannot be determined at this time, such 
adjustment could, under certain market conditions described above, be substantial. 

Prospective Owners of the Short RITES Bonds should consult their financial advisors regarding the 
consequences of conversion. 

Defeasance 

For the purpose of determining whether Short RITES Bonds shall be deemed to have been 
defeased, the interest to come due on such Short RITES Bonds shall be calculated at the maximum 
applicable rate; and if, as a result of such Short RITES Bonds having borne interest at less than the 
maximum rate for any period, the total amount on deposit for the payment of interest on such Short 
RITES Bonds exceeds the total amount required, the balance shall be paid to the City. In addition, 
Short RITES Bonds shall be deemed defeased only if there shall have been deposited money in an 
amount sufficient for the timely payment of the maximum amount of principal of and interest on such 
Short RITES Bonds that could become payable to the Owners thereof upon the exercise of any election 
to convert the interest rate payable on such Short RITES Bonds to the Converted Rate. 

Termination or Substitution of Series Transaction Supplement 

The City agrees that it will not terminate a Series Transaction Supplement or allow MLCS to 
terminate a Series Transaction Supplement other than (i) in the case of Merrill Lynch, upon the exercise 
of its rights pursuant to the terms of the Facilitation Agreement or (ii) upon an optional conversion of 
the Short RITES Bonds, unless the City shall have received an opinion of nationally recognized bond 
counsel to the effect that such termination will not cause interest on the Bonds to be includable in gross 
income for Federal income tax purposes. 

In the event of an early termination of a Series Transaction Supplement, the City agrees to make 
Reasonable Efforts to obtain a substitute series transaction supplement (a "Substitute Series 
Transaction Supplement") which shall be on substantially the same terms and conditions as the 
terminated Series Transaction Supplement. No assurance can be given that a Substitute Series 
Transaction Supplement will be obtained. The Short RITES Bonds will continue to bear interest as set 
forth above following such termination without regard for whether the City obtains a Substitute Series 
Transaction Supplement. 

"Reasonable Efforts" by the City to find a Substitute Series Transaction Supplement shall mean 
that no later than two Business Days following the termination, the City shall distribute or cause to be 
distributed by mail or facsimile transmission a request for a Substitute Series Transaction Supplement to 
at least four financial institutions whose credit standing is acceptable to the City and which are known 
to be active in the swap market, such notice requiring that such institutions respond to the City within 
five days from the date on which such notice was sent by the City with quotations to provide a 
Substitute Series Transaction Supplement. 

If the City receives at least one quotation for a Substitute Series Transaction Supplement at a cost 
that will not exceed the termination payment to be received by the City as a result of the early 
termination of the prior Series Transaction Supplement, the City will be obligated to take the necessary 
action to implement such Substitute Series Transaction Supplement as soon as practicable. If the City 
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does not receive at least one quotation for a Substitute Series Transaction Supplement at a cost that will 
not exceed the termination payment to be received by the City as a result of the early termination of 
the prior Series Transaction Supplement, the City will either (i) replace the Series Transaction 
Supplement with a Substitute Series Transaction Supplement that will cost more than any termination 
payment to be received by the City or (ii) elect not to replace the Series Transaction Supplement. 

If the City replaces a terminated Series Transaction Supplement, but the cost of any Substitute 
Series Transaction Supplement is less than the amount received on the termination of the prior Series 
Transaction Supplement, the City shall be entitled to keep the difference, provided that, within 30 days 
of the receipt of such payment the City shall have received an opinion of counsel nationally recognized 
on the subject of municipal bonds to the effect that such retainage will not cause interest on the Bonds 
to be includable in gross income for Federal income tax purposes. If the City cannot obtain such 
opinion then it may elect to seek a private letter ruling from the Internal Revenue Service to the effect 
that such retainage will not cause interest on the Bonds to be includable in gross income for Federal 
income tax purposes. If the City cannot obtain such private letter ruling within one year of the receipt 
of such payment, or if the City elects not to seek or pursue such private letter ruling, then the City shall 
pay to the Owners of the Short RITES Bonds, as interest, on the interest payment date next succeeding 
the earlier of (i) the date on which the City elected not to seek or pursue such private letter ruling or 
(ii) the date that is one year after the receipt of the termination payment, the amount of any such 
savings, together with any investment earnings thereon. 

In the event the City elects not to replace the terminated Series Transaction Supplement, any 
termination payment received by it from MLCS, together with any investment earnings thereon, shall 
be held by the City and shall be used to pay interest on any Short RITES Bonds to the extent the 
interest rate on the Short RITES Bonds exceeds the Constant Rate at any time after the termination of 
the Series Transaction Supplement. On the Scheduled Conversion Date, the City shall be entitled to 
keep any remaining portion of the termination payment or the investment earnings thereon provided 
that the City shall have received an opinion of counsel nationally recognized on the subject of municipal 
bonds or a private letter ruling from the Internal Revenue Service to the effect that such retainage will 
not cause interest on the Bonds to be includable in gross income for Federal income tax purposes. If the 
City has not obtained such opinion or private letter ruling on or before the Scheduled Conversion Date , 
any such remaining moneys including any investment earnings thereon, shall be paid to the Owners of 
the Short RITES Bonds, as interest, on the Scheduled Conversion Date. 

Bond Insurance 

The following information pertaining to AMBAC Indemnity Corporation ("AMBAC Indemnity" 
or the "Insurer") has been supplied by AMBAC Indemnity. The City makes no representation as to the 
accuracy or adequacy of such information or as to the absence of material adverse changes in such 
information subsequent to the dates indicated. Summaries of or references to the insurance policies to 
be issued by AMBAC Indemnity are made subject to all the detailed provisions thereof to which 
reference is hereby made for further information and do not purport to be complete statements of any 
or all of such provisions. See "ApPENDIX I-SPECIMEN INSURANCE POLICY" .  

AMBAC Indemnity has made a commitment to issue a municipal bond insurance policy (the 
"AMBAC Policy") relating to the 6% Fixed Rate Bonds maturing in 2009, the Fixed Rate Bonds 
maturing in 2012, the Short Term Auction Rate Securities and the Complementary Auction Rate 
Securities (the "AMBAC Insured Bonds") ,  effective as of the date of issuance of the AMBAC Insured 
Bonds. Under the terms of the AMBAC Policy, AMBAC Indemnity will pay to the United States Trust 
Company of New York, in New York, New York, or any successor thereto (the "Insurance Trustee") 
that portion of the principal of and interest on the AMBAC Insured Bonds which shall become Due for 
Payment but shall be unpaid by reason of Nonpayment by the Issuer (as such terms are defined in the 
AMBAC Policy) . AMBAC Indemnity will make such payments to the Insurance Trustee on the later of 
the date on which such principal and interest becomes Due for Payment or within one business day 
following the date on which AMBAC Indemnity shall have received notice of Nonpayment from the 
City's Fiscal Agent. The insurance will extend for the term of the AMBAC Insured Bonds and, once 
issued, cannot be cancelled by AMBAC Indemnity. 
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The AMBAC Policy will insure payment only on stated maturity dates, in the case of principal, and 
on stated dates for payment, in the case of interest. In the event of any acceleration of the principal of 
the Bonds, the insured payments will be made at such times and in such amounts as would have been 
made had there not been an acceleration. 

In the event the City's Fiscal Agent has notice that any payment of principal of or interest on an 
AMBAC Insured Bond which has become Due for Payment and which is made to a Bondholder by or 
on behalf of the City has been deemed a preferential transfer and theretofore recovered from its 
registered owner pursuant to the United States Bankruptcy Code in accordance with a final, 
nonappealable order of a court of compete tent jurisdiction, such registered owner will be entitled to 
payment from AMBAC Indemnity to the extent of such recovery if sufficient funds are not otherwise 
available. 

The AMBAC Policy does not insure any risk other than Nonpayment, as defined in the AMBAC 
Policy. Specifically, the AMBAC Policy does not cover: 

1 .  payment on acceleration, as a result of a call for redemption or as a result of any other 
advancement of maturity. 

2. payment of any redemption, prepayment or acceleration premium. 

3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee or 
Paying Agent, if any. 

If it becomes necessary to call upon the AMBAC Policy, payment of principal requires surrender of 
AMBAC Insured Bonds to the Insurance Trustee together with an appropriate instrument of 
assignment so as to permit ownership of such AMBAC Insured Bonds to be registered in the name of 
AMBAC Indemnity to the extent of the payment under the AMBAC Policy. Payment of interest 
pursuant to the AMBAC Policy requires proof of Bondholder entitlement to interest payments and an 
appropriate assignment of the Bondholder's right to payment to AMBAC Indemnity. 

Upon payment of the insurance benefits, AMBAC Indemnity will become the owner of the 
AMBAC Insured Bond or right to payment of principal or interest on such AMBAC Insured Bond and 
will be fully subrogated to the surrendering Bondholder's rights to payment. Reference is made to 
Appendix I for a specimen of the AMBAC Policy. 

The insurance provided by the AMBAC Policy is not covered by the property/casualty insurance 
security fund specified by the insurance laws of the State. 

AMBAC Indemnity is a Wisconsin-domiciled stock insurance corporation regulated by the Office 
of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50 states, the 
District of Columbia and the Commonwealth of Puerto Rico, with admitted assets of approximately 
$1 ,503,000,000 (unaudited) and statutory capital of approximately $826,000,000 (unaudited) as of 
September 30, 1992. Statutory capital consists of AMBAC Indemnity's policyholders' surplus and 
statutory contingency reserve. AMBAC Indemnity is a wholly owned subsidiary of AMBAC Inc., a 
100% publicly-held company. Moody's and Standard & Poor's have both assigned a triple-A claims
paying ability rating to AMBAC Indemnity. 

Copies of AMBAC Indemnity's financial statements prepared in accordance with statutory 
accounting standards are available from AMBAC Indemnity. The address of AMBAC Indemnity's 
administrative offices and its telephone number are One State Street Plaza, 17th Floor, New York, New 
York, 10004 and (212) 668-0340. 

AMBAC Indemnity has entered into pro rata share reinsurance agreements under which a 
percentage of the insurance underwritten pursuant to certain municipal bond insurance programs of 
AMBAC Indemnity has been and will be assumed by a number of foreign and domestic unaffiliated 
reinsurers. 

AMBAC Indemnity has obtained a ruling from the Internal Revenue Service to the effect that the 
insuring of an obligation by AMBAC Indemnity will not affect the treatment for federal income tax 
purposes of interest on such obligation and that insurance proceeds representing maturing interest paid 
by AMBAC Indemnity under policy provisions substantially identical to those contained in its AMBAC 
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Policy shall be treated for federal income tax purposes in the same manner as if such payments were 
made by the issuer of the Bonds. 

AMBAC Indemnity makes no representation regarding the AMBAC Insured Bonds or the 
advisability of investing in the AMBAC Insured Bonds and makes no representation regarding, nor has 
it participated in the preparation of, this Official Statement other than the information supplied by 
AMBAC Indemnity and presented under the heading "Bond Insurance" .  

Bond Certificates 

Book-Entry Only System 

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository 
for the Bonds. The Bonds will be issued as fully-registered bonds registered in the name of Cede & Co. 
(DTC's partnership nominee).  One fully-registered Bond certificate will be issued for each maturity of 
the Fixed Rate Bonds, the Short Term Auction Rate Securities, the Complementary Auction Rate 
Securities and the Short RITES Bonds set forth inside the cover page of this Official Statement, each in 
the aggregate principal amount of such maturity, and will be deposited with DTC. 

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 17 A of the Securities Exchange Act 
of 1934. DTC holds securities that its direct participants ("Direct 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 
certain other organizations. DTC is owned by a number of its Direct Participants and by the New York 
Stock Exchange, Inc. , the American Stock Exchange, Inc. , 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 Bonds under the DTC system must be made by or through Direct Participants, which 
will receive a credit for the Bonds on DTC's records. The ownership interest of each actual purchaser of 
each 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 interests in the Bonds are to be 
accomplished by entries made on the books of Participants acting on behalf of Beneficial Owners. 
Beneficial Owners will not receive certificates representing their ownership interests in Bonds, except in 
the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered in 
the name of DTC's partnership nominee, Cede & Co. The deposit of Bonds with DTC and their 
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no 
knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the identity of the 
Direct Participants to whose accounts such 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. 
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Redemption notices shall be sent to Cede & Co. If less than all of the 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 Bonds. Under its usual 
procedures, DTC mails an omnibus proxy (the "Omnibus Proxy") to the City 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 Bonds are credited on the record date (identified in a listing attached 
to the Omnibus Proxy). 

Principal, redemption premium, if any, and interest payments on the Bonds will be made to DTC. 
DTC's practice is to credit Direct Participants' accounts on the 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 the 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 registered in "street name," and will be the responsibility of such 
Participant and not of DTC, the Fiscal Agent, or the City, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Payment of principal, redemption premium, if any, 
and interest to DTC is the responsibility of the City or the Fiscal Agent, disbursement of such payments 
to Direct Participants shall be the responsibility of DTC, and disbursement of such payments to the 
Beneficial Owners shall be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Bonds at 
any time by giving reasonable notice to the City or the Fiscal Agent. Under such circumstances, in the 
event that a successor securities depository is not obtained, Bond certificates are required to be printed 
and delivered. 

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor securities depository). In that event, Bond certificates will be printed and delivered. 

The information in this section concerning DTC and DTC's book-entry system has been obtained 
from sources that the City believes to be reliable, but the City takes no responsibility for the accuracy 
thereof. 

Payments and Transfers 

No assurance can be given by the City that DTC will make prompt transfer of payments to the 
Participants or that Participants will make prompt transfer of payments to Beneficial Owners. The City 
is not responsible or liable for payment by DTC or Participants or for sending transaction statements or 
for maintaining, supervising or reviewing records maintained by DTC or Participants. 

For every transfer and exchange of the Bonds, the Beneficial Owners may be charged a sum 
sufficient to cover any tax, fee or other charge that may be imposed in relation thereto. 

Discontinuance of the Book-Entry Only System 

In the event that the book-entry only system is discontinued, the City will authenticate and make 
available for delivery Bonds in the form of registered certificates. In addition, the following provisions 
would apply: principal of the Bonds and redemption premium, if any, will be payable in lawful money of 
the United States of America at the office of the Fiscal Agent, The Chase Manhattan Bank, N.A., if by 
hand, One Chase Manhattan Plaza-Level 1B,  New York, New York 10081 , Attn: Municipal Bond 
Redemption Window; if by mail, 4 Chase Metrotech Center, Brooklyn, New York 1 1245, Attn: Box 
2020, or any successor fiscal agent designated by the City and interest on the Bonds will be payable by 
wire transfer or by check mailed to the respective addresses of the registered owners thereof as shown 
on the registration books of the City on the applicable record date. 
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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 and the President of the Council. 

- The Mayor. David N. Dinkins, the Mayor of the City, took office on January 1 ,  1990. 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 
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. 

- The City Comptroller. Elizabeth Holtzman, the Comptroller of the City, took office on January 
1 ,  1990. 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 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 City Council. The City Council is the legislative body of the City and consists of the 
President of the Council and 51 members elected for two-year terms commencing January 1 ,  
1992, and four-year terms thereafter who represent various geographic districts of the City. 
Under the Charter, the City Council must annually adopt a resolution fixing the amount of the 
real estate tax and approve the City's capital and expense budgets. 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. 

- The President of the Council. Andrew J. Stein, the President of the Council, took office on 
January 1 ,  1986, and was re-elected to a second term which commenced on January 1 ,  1990. The 
President of the Council is elected in a general election for a four-year term. The President of the 
Council may preside at meetings of the City Council without voting power, except in the case of 
a tie vote . The President of the Council 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 .  The President of the Council 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. 

On November 6, 1990, the voters of the borough of Staten Island voted to establish a charter 
commission for the purpose of proposing a charter under which Staten Island would secede from The 
City of New York to become a separate City of Staten Island. A subsequent referendum of the voters of 
Staten Island will be held no earlier than 1993 to determine whether the proposed charter should be 
approved, and if such referendum is approved, the charter commission will submit to the State 
Legislature proposed legislation enabling Staten Island to separate from the City. The charter would 
take effect upon approval of such enabling legislation by the State Legislature. Any such legislation 
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would be subject to legal challenge by the City and would require approval by the United States 
Department of Justice under the Federal Voting Rights Act. 

On April 28, 1992, the New York State Senate approved a bill, which, if enacted into law, would 
give voters of the borough of Queens the opportunity to vote in a referendum to establish a charter 
commission for the purpose of proposing a charter under which Queens would secede from The City of 
New York to become a separate City of Queens. Enactment of the bill would require the approval of 
the New York State Assembly and signature by the Governor. If, after such enactment, Queens voters 
should vote to establish a charter commission, the same procedures and approvals and possible legal 
challenge described above for secession by Staten Island would apply to a secession by Queens. 

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"). The Expense 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. The Mayor has the power to veto any increase or addition to the Budgets approved by 
the City Council and the power to determine the non-property tax revenue forecast on which the City 
Council must rely in adopting a balanced City budget. The City Council, acting by a two-thirds vote, 
may override any Mayoral veto. 

The City, through OMB and the Office of the Comptroller, has developed and implemented 
sophisticated accounting, reporting, forecasting and internal control systems. 

OMB 

OMB, with a staff of approximately 350 professionals, 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. 

State law requires the City to maintain its Expense Budget balanced when reported in accordance 
with GAAP. In addition to the City's annual Expense and Capital 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 hereinafter defined, 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 balanced 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. The City conforms aggregate expenditures to the limitations 
contained in the financial plan. 

The Mayor's Executive Budget for each of the 1986 through 1992 fiscal years received the 
Government Finance Officers Association (the "GFOA") Award for Distinguished Budget 
Presentation. 

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 
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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: 1 993- 1996 FINANCIAL PLAN-Certain Reports".  

The Office of the Comptroller, with a professional staff of approximately 620, 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 1 978, have 
been required to be reported in accordance with GAAP. 

The Comprehensive Annual Financial Report of the Comptroller for the 1991 fiscal year, which 
includes, among other things, the City's financial statements for the 1 991 fiscal year, has received the 
GFOA award of the Certificate of Achievement for Excellence in Financial Reporting, the twelfth 
consecutive year the Comprehensive Annual Financial Report of the Comptroller has won such award. 

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. 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 1 978, 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 
twelve consecutive fiscal years with a General Fund surplus when reported in accordance with GAAP. 
The Governmental Accounting Standards Board issued Statement No. 1 1 ,  Measurement Focus and 
Basis of Accounting-Governmental Fund Operating Statements, in May 1990. Statement No. 1 1  is 
scheduled to take effect in the City's 1995 fiscal year. The City has not yet completed the analysis 
required to estimate the financial statement impact of Statement No. 1 1. See "ApPENDIX B
FINANCIAL STATEMENTs-Notes to Financial Statements-Note A. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES-Pronouncements Issued But Not Yet Effective". 

Both OMB and the Office of the Comptroller utilize financial monitoring, reporting and control 
systems, including the Integrated Financial Management System and a comprehensive Capital Projects 
Information System, which provide comprehensive current and historical information regarding the 
City's financial condition. This information, 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 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. 
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Financial Emergency Act 

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 BOE, the New York City Transit Authority and the Manhattan and Bronx Surface Transit 
Operating Authority (collectively, the "Transit Authority" or the "TA" ), the New York City Health and 
Hospitals Corporation ("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. Unless otherwise permitted by the Control Board under 
certain conditions, the City must 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 Control Board is to determine whether the plan or any modification is complete and 
complies with the Act. 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 Financial 
Emergency 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, long-term and short-term 
borrowings, and the four-year financial plan of the City and the Covered Organizations. After the 
termination of the Control Period but prior to the statutory expiration date of the Financial Emergency 
Act on July 1 ,  2008, the City will still be required to develop a four-year financial plan each year and to 
modify the plan as changing circumstances require. During this period, the Control Board will also 
continue to have certain review powers and must reimpose a Control Period upon the occurrence or 
substantial likelihood of the occurrence of any one of certain events specified in the Act. These events 
are (i) failure 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. 

Financial Control Board Oversight 

The Control Board, with MAC and the State Deputy Comptroller for The City of New York 
("OSDC" or "State Deputy Comptroller"), who is appointed by the State Comptroller, reviews and 
monitors revenues and expenditures of the City and the Covered Organizations. 

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 long-term 
and short-term borrowings and certain contracts, including collective bargaining agreements, of the City 
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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. 

During a Control Period, in addition to the requirements described above, the Control Board is 
required to: (i) approve or disapprove the four-year financial plan of the City and of the Covered 
Organizations and modifications thereto; (ii) approve or disapprove long-term and short-term 
borrowings and certain contracts, induding collective bargaining agreements, of the City and the 
Covered Organizations; and (iii) establish procedures with respect to the disbursement of monies to the 
City and the Covered Organizations from the Control Board Fund (as defined in the Act) created by 
the Act. 

The members of the Control Board are: Mario M. Cuomo, Governor of the State of New York 
(Chairman); Edward V. Regan, Comptroller of the State of New York; David N. Dinkins, Mayor of The 
City of New York; Elizabeth Holtzman, Comptroller of The City of New York; and three members 
appointed by the Governor, currently Heather L. Ruth, President of the Public Securities Association; 
Stanley S. Shuman, Executive Vice President of Allen & Company, Incorporated; and Robert R. Kiley, 
President and Chief Executive Officer of Fischbach Corporation. The Executive Director of the Control 
Board, who is appointed jointly by the Governor and the Mayor, is Allen Proctor. The Control Board is 
assisted in the exercise of its responsibilities and powers under the Financial Emergency Act by the 
State Deputy Comptroller, who is Elinor B. Bachrach. 

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 1992, 
while unrestricted Federal aid has been sharply reduced. The City projects that local revenues will 
provide approximately 67.5% of total revenues in the 1993 fiscal year while Federal aid, including 
categorical grants, will provide 1 1. 7% , and State aid, including unrestricted aid and categorical grants, 
will provide 20.8% . 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 information regarding assumptions on which the 
City's revenue projections are based, see "SECTION VII: 1993-1 996 FINANCIAL PLAN-Assumptions".  
For information regarding the City'S tax base, see "ApPENDIX A-ECONOMIC AND SOCIAL FACTORS" .  

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 45 .6% of its total 
tax revenues and 26.3% of its total revenues for the 1993 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-1988-1992 Statement 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. The table below 
sets forth the percentage of the debt service levy to the total levy. The most recent calculation of the 
operating limit does not reflect the current downturn in the real estate market, which could substantially 
lower the operating limit in the future. 
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COMPARISON OF REAL ESTATE TAX LEVIES, TAX LIMITS 

AND TAX RATES 

Percent 
of Levy 

Percent Within 
Levy of Debt Operating Rate Per Weighted Average 

Within Debt Service Limit to $100 Tax Rate 
Operating Service Levy to Operating Operating of Full Per $100 

Fiscal Year Total Levy(1) Limit Levy(2) Total Levy Limit Limit Valuation (3) Assessed Valuation 
(Dollars in Millions) 

1 988 . . . . . . . . . . $5,586.0 $4,432.3 $ 1 , 1 53.7 20.7% $ 4,969.5 89. 1 %  $2.81 $ 9.44 
1 989 . . . . . . . . . .  6,233.0 4,996.3 1 ,236.7 1 9.8 6,808.5 73.4 2.29 9.74 
1 990 . . . . . . . . . .  6,872.4 5,401 .3  1 ,471 . 1  2 1 .4 7,789.1  69.3 2.21 9.91 
1 991 (4) . . . . . . . . 7,681 .3 6,1 54.7 1 ,526.6 1 9.9 9,1 09.3 67.6 2. 1 1  10.25 
1992 . . . . . . . . . .  8,318.8 6,262.8 2,056.0 24.7 10,63 1 .8 58.9 1 .96 10.64 
1 993 . . . . . . . . . .  8,392.5 6,469.9 1,922.6 22.9 1 1 ,945.0 54.2 1 .76 10.63 

( 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) The rate per $100 of full valuation shown is based on the special equalization ratios and the full valuation (discussed below). 
Special equalization ratios and full valuations are revised subsequently as a result of surveys by the State Board of 
Equalization and Assessment. 

(4) Does not include supplemental levy of $61 million raised in mid-year for the Criminal Justice Fund. 

The City Council has adopted a distinct tax rate for each of the four categories of real property 
established by State legislation. The rate per $ 100 of full valuation for the 1988 through 1993 fiscal years 
is based on the average of the full value for the current fiscal year and the last four fiscal years. 

Assessment 

The City has traditionally assessed real property at less than market (full) value. The State Board 
of Equalization and Assessment (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-City Indebtedness-Limitations on the City 's 
Authority to Contract Indebtedness" .  The ratios are calculated by using either a market value survey or a 
projection of market value growth based on recent surveys. Ratios, and therefore full values, may be 
revised when new surveys are completed. The ratios and full values used to compute the 1993 fiscal year 
operating limit, which are shown in the table below, have been established by the State Board and 
include the results of the calendar year 1989 market value survey. For information concerning litigation 
asserting that the special equalization ratios calculated by the State Board in the 1991 calendar year 
violate state law because they substantially overestimate the full value of City real estate for the 
purposes of calculating the operating limit for the 1992 fiscal year, and that the City's real estate tax levy 
for operating purposes in the 1 992 fiscal year exceeds the State Constitutional limit, see "SECTION IX: 

OTHER INFORMATION-Litigation -Taxes" .  

BILLABLE ASSESSED AND FULL VALUE O F  TAXABLE REAL ESTATE(l) 

Fiscal 
Year 

1 989 
1990 
1 991 
1 992 
1 993 

Billable 
Assessed 
Valuation 

of Taxable 
Real Estate(2) 

$64,342,267,379 
70,252,467,843 
76,528,438,709 
78,660,903,55 1 
79,370,56 1 ,446 

Special 
Equalization 

Ratio(3) 

. 1 841 

. 1 750 

. 1 647 

. 1 450 

. 1258 

= 
Full 

Valuation(2)(3 ) 

$349,496,292,1 1 8  
401 ,442,673,389 
464,653,544,074 
542,488,998,007 
630,926,561 ,574 

( 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 1 993 fiscal year, the billable assessed value of real estate categorized by the City as 
exempt is $59.3 billion, or 42.8% of the $ 138.7 billion billable assessed value of all real estate (taxable and exempt) .  

(2)  These figures are derived from official City Council Tax Resolutions. These figures differ from the assessed and full valuation 
of taxable real estate reported in the Annual Financial Report of the City Comptroller which excludes veteran's property 
subject to tax for school purposes (the value of such property is approximately $200 million in each year). 

(3) Full valuation for all the fiscal years shown is based on the special equalization ratios. 
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State law provides for the classification of all real property in the City into one of four statutory 
classes, of which 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 all other real property is in class four. These laws have no effect upon the constitutional 
limitations on the City's taxing power. Once the tax levy is determined, the tax rate for each class is then 
fixed by the City Council after taking into account physical changes in properties, the return of exempt 
properties to the tax rolls, and any changes in classification. Up to and including fiscal year 1991, the 
City Council was empowered to make discretionary annual adjustments of up to five percent in any 
class' share of the total tax levy. Beginning in fiscal year 1992 and every year thereafter, the class shares 
are subject to limited adjustment to reflect market value changes among the four classes since 1989. 
State law provides that class shares for fiscal year 1993 cannot be adjusted upward by more than two 
percent. Individual assessments on class one parcels cannot increase by more than six percent per year 
or twenty percent over a five-year period. Market value increases in classes two and four are generally 
phased in over a period of five years. The phase-in of market value increases in class three was 
eliminated in the 1986 fiscal year. 

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 for the five year phase-in 
requirement for 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 actual or transition 
assessments. Taxable assessed value excludes any billable assessments of properties that are exempt 
from the real property tax. For class one and class three real property, actual assessed value is equal to 
billable assessed value. Limitations on increases in class one billable assessed value are not phased in 
over subsequent years. 

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-Taxes. For further information regarding the City'S potential exposure in 
certain of these proceedings, see "ApPENDIX B-FINANCIAL STATEMENTs-Notes to Financial 
Statements-Note G. LONG-TERM OBLIGATIONs-Judgments and Claims". 

The State Board has certified final class equalization rates and final class ratios (discussed below) 
for the 1991 assessment roll. In addition, the City has received notice of the final special equalization 
ratios for the 1993 fiscal year. The City believes that the State Board has overestimated market values 
for classes two and four properties in calculating these rates and ratios. The City has commenced a 
proceeding challenging the final class equalization rates and final class ratios. If the City prevails, and 
the market values determined by the State Board for classes two and four are reduced, the City's real 
property tax levy would be affected in three ways. For further information regarding the City's 
proceeding, see "SECTION IX: OTHER INFORMATION-Litigation-Taxes". 

First, the operating limit would be lower for fiscal year 1993 and thereafter. This would not affect 
the level of property tax levy forecast during the Financial Plan. Second, "class ratios" ,  which are 
determined by the State Board and measure the ratio of assessed value to market value, would change 
for classes two and four. These ratios are used in real property tax certiorari proceedings involving 
allegations of inequality of assessments. Finally, "class equalization rates", also determined by the State 
Board, would also change. These rates are used to determine the proportion of the total real property 
tax levy in a given year which is to be paid by each of the four classes of real property in the City. A 

lowering of the market value determination by the State Board for classes two and four could result in a 
substantial increase in tax refunds required to be paid by the City to taxpayers in these classes. 
However, the City expects that it would seek to collect additional taxes from classes one and three in an 
amount sufficient to pay for the refunds. 

Trend in Taxable Assessed Value 

The total billable assessed valuation of taxable real estate increased in the 1993 fiscal year for the 
fourteenth consecutive year. The City commenced revising its assessment procedures during the 1982 
fiscal year to reflect more accurately current real estate values. Billable assessed valuation for taxable 
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property increased approximately 0.9% in fiscal year 1993 over the $78.7 billion final valuation for fiscal 
year 1992. Actual assessed valuation decreased approximately 2.3% in fiscal year 1993 from the fiscal 
year 1992 valuation of $83.6 billion. As a result of the current downturn in the real estate market, total 
assessed valuation of taxable real estate will decrease in the future, which may result in real estate tax 
revenues substantially lower than currently anticipated in the Financial Plan. The City expects tentative 
assessment rolls to be published in January 1 993. 

Collection of the Real Estate Tax 

Real estate tax payments are due each July and January, with the exception of payments by owners 
of real property assessed at $40,000 or less and cooperatives whose individual units on average are 
valued at $40,000 or less which are paid in quarterly installments. An annual interest rate of 9% is 
imposed upon late prior year payments on properties for which the annual tax bill does not exceed 
$2,750 and an interest rate of 18% is imposed upon late payments on all other properties. Payments for 
settlement of delinquencies are required on a quarterly schedule. 

The real estate tax is accounted for on a modified accrual basis. Revenue accrued is limited to prior 
year payments received or refunds made within the first two months of the following fiscal year. In 
deriving the real estate tax revenue estimate, 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. 

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 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. The City believes that delinquent real estate taxes have increased recently 
compared to prior fiscal years as a result of the recession and the deterioration of the real estate market. 
The City anticipates that delinquent real estate taxes will decrease as the City'S economy and real estate 
market recover. 

REAL ESTATE TAX COLLECTIONS AND DELINQUENCIES 
As OF END OF 

FISCAL YEAR OF LEVY 

Collections 
Current as a Delinquent 

Cancellations Year Percentage as of end 
Fiscal Tax and Tax of Tax of Fiscal 
Year Levy(l) Abatements Coliections(2) Levy Year(3) 

(Dollars in Millions) 

1987 . . . . . . . . . . . . . . . . . . . . . . .  $5 ,141 .7 $ 69.0 $4,975 .5 96.8% $ 97.2 
1988 . . . . . . . . . . . . . . . . . . . . . . .  5 ,586.0 72.7 5 ,382.4 96.4 130.9 
1989 . . . . . . . . . . . . . . . . . . . . . . .  6,233.0 175.0 5 ,942.9 95 .3 1 15 .0 
1990 . . . . . . . . . . . . . . . . . . . . . . .  6,872.4 153.0 6,542.6 95.2 176.9 
1 991 (4) . . . . . . . . . . . . . . . . . . . .  7,681 .3 223.4 7,195.2 93.7 262.6 
1992 . . . . . . . . . . . . . . . . . . . . . . .  8,318.8 161 .8 7,817.8 94.0 339.2 
1 993(5) . . . . . . . . . . . . . . . . . . . .  8,392.5 1 49.2 7 ,900.0 94. 1  343 .3 

( 1 )  As approved by the City Council. 

Delinquency 
as a 

Percentage 
of Tax 
Levy 

1 .89% 
2.34 
1 .84 
2.57 
3 .42 
4.08 
4.09 

(2) Based on real property tax collections for each fiscal year, including the accrual period of July and August. 

(3) These figures include taxes due on certain publicly owned property. 

(4) Does not include supplemental levy of $61 million raised in mid-year for the Criminal Justice Fund. 

(5) Forecast. 
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Other Taxes 

The City expects to derive approximately 54.4% of its total tax revenues for the 1993 fiscal year 
from a variety of taxes other than the real estate tax, such as: (i) the 4% sales and compensating use tax, 
in addition to the State 414% retail sales 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 
and the earnings tax on non-residents; (iii) a general corporation tax levied on the income of 
corporations doing business in the City; (iv) a banking corporation tax imposed on the income of 
banking corporations doing business in the City; (v) the State-imposed stock transfer tax (while the 
economic effect of the stock transfer tax was eliminated as of October 1 ,  1981 , the City's revenue loss is, 
to some extent, mitigated by State payments to a stock transfer tax incentive fund) ;  and (vi) a number 
of other taxes. 

For local taxes other than the real property 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 the State at any time. However, without State authorization, the City may locally impose 
property taxes to fund general operations in an amount not to exceed 2 V2% 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 outside of the 21h% 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 property taxes, see " SECTION IV: SOURCES OF CITY REVENUEs-Real Estate 
Tax" .  Payments by the State to the City of sales tax and stock transfer tax revenues are subject to 
appropriation by the State and are made available first to MAC for payment of MAC debt service, 
reserve fund requirements and operating expenses, with the balance , if any, payable to the City. 

Revenues from other taxes in the 1992 fiscal year increased by $622 million or approximately 7.2% 
over the 1991 fiscal year, primarily due to increases in the personal income tax, reflecting a rate increase 
and the region's relatively strong wage rates,  and the banking corporation tax, as a result of wide 
interest rate spreads. The following table sets forth revenues from other taxes by category for each of 
the City's 1988 through 1992 fiscal years . 

Personal Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

General Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

Banking Corporation . . . . . . . . . . . . . . . .  , . . . . . . . . . . . . . .  . 
Unincorporated Business Income . . . . . . . . . . . . . . . . . . .  . 

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Commercial Rent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Real Property Transfer . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Mortgage Recording . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
All Other( 1 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

1988 1989 1990 1991 1992 
(In Millions) 

$2,089 $2,445 $2 ,538 $2,798 $3,233 
1 ,256 1 ,263 1 , 1 23 1 , 1 25 1 , 174 

333 285 1 96 256 401 
3 1 5  356 357 370 366 

2,223 2,330 2,43 1 2,354 2,278 
584 65 1 685 718 707 
216 207 2 1 5  147 131 
201 2 1 3  154 137 120 
145 168 1 84 184 187 
582 536 630 553 667 

$7,944 $8,454 $8,5 1 3  $8,642 $9,264 

( 1 )  All Other includes, among others, the stock transfer tax, the OTB net revenue, cigarette, beer and liquor taxes, the hotel tax, 
the automobile use tax and, for the 1 992 fiscal year, $ 1 .5 million of Criminal Justice Fund revenues. 

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 fees at the Community Colleges and fees for various other services, reimbursement to 
the City from the proceeds of water and sewer rates charged by the New York City Water Board for 
delivery of water and sewer services, 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 1988 through 1 992 fiscal years . 
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Licenses, Permits and Franchises . . . . . . . . . . . . . . . . . . .  . 
Interest Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Charges for Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Water and Sewer Payments(l )  . . . . . . . . . . . . . .  , . . . . . . .  . 
Rental Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Fines and Forfeitures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

1988 

$ 231 $ 
129 
253 
435 
202 
265 
186 

---

1989 1990 1991 1992 

(In Millions) 

193 $ 189 $ 201 $ 210 
194 
286 
546 
187 
297 
367 

194 167 
299 337 
571 596 
207 169 
310 366 
464 426 

133 
369 
644 
158 
404 
41 1 

---- ----- ----

$1 ,701 $2,070 $2,234 $2,262 $2,329 

( 1 )  Beginning July 1 ,  1985, fees and charges collected from the users of the water and sewer system of the City became revenues 
of the New York City Water Board (the "Water Board") which holds a lease interest in the water and sewer system. The New 
York City Municipal Water Finance Authority (the "Water Authority") is empowered to issue debt to finance capital 
investment in the City's water and sewer system. After providing for debt service on Water Authority obligations and certain 
administrative costs, the Water Board pays the City for operating the water and sewer system and rental for the system. 

The increase in miscellaneous revenues in the 1989 fiscal year was primarily due to a transfer of 
$102 million from the Police Officers and Firefighters Variable Supplement Funds to the General Fund 
in accordance with a revised statutory formula for payments to such Funds and a transfer from the New 
York City Educational Construction Fund ("ECF") of $83 million in repayment of loans previously 
made by the City. The increase in miscellaneous revenues for the 1990 fiscal year included $205 million 
made available to the City as a result of a bond sale by the Battery Park City Authority and a debt 
refinancing by the New York State Housing Finance Agency ("HFA" ).  The increase in miscellaneous 
revenues for the 1991 fiscal year was due primarily to a sale of property by the City to the Federal 
Government for $104 million and transfers of surplus funds from the Public Development Corporation 
and the New York City Housing Development Corporation ("HDC") amounting to $62 million. The 
increase in miscellaneous revenues for the 1992 fiscal year is mainly due to the one time collections from 
audits of $50 million and the sale of mortgages of $35 million. 

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: 1993-1996 FINANCIAL PLAN
Assumptions-Revenue Assumptions-5. Unrestricted Intergovernmental Aid". 

The following table sets forth amounts of unrestricted Federal and State aid received by the City in 
each of its 1988 through 1992 fiscal years. 

1988 1989 1990 1991 1992 

(In Millions) 

State Per Capita Aid . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . . .  $ 535 $ 535 $ 535 $ 535 $ 534 
State Shared TaxeS(1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47 47 47 20 27 
Other(2) . . . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . . . .  --.l! � 105 � 265 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 653 $ 713 $ 687 $ 700 $ 826 

( 1 )  State Shared Taxes are taxes which are levied by the State, collected by the State and which, pursuant to aid formulas 
determined by the State Legislature, are returned to various communities in the State. Beginning on April 1, 1982, these 
payments were replaced by funds appropriated pursuant to the Consolidated Local Highway Assistance Program, known as 
"CHIPS" , 

(2) Included in the 1 988, 1 989, 1 990, 1 991 and 1 992 fiscal years are $44 million, $50 million, $58 million, $69 million and $75 
million, respectively, of aid associated with the State takeover of long-term care Medicaid costs. 
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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 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 ("Community Development") and the Job Training and Partnership 
Act ("JTPA"). The Federal government also provides the City with substantial public assistance, social 
service and education grants as well as reimbursement for 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. Federal 
grants are also subject to audit under the Single Audit Act of 1984 by the City'S independent auditors. 
The City provides a reserve for disallowances resulting from these audits which could be asserted in 
subsequent years. For a further discussion of Federal and State categorical grants, see "SECTION VII: 
1993-1996 FINANCIAL PLAN-Assumptions-Revenue Assumptions-6. Federal and State Categorical 
Grants".  

The following table sets forth amounts of Federal and State categorical grants received by the City 
for each of the City's 1988 through 1992 fiscal years. 

1988 1989 1990 1991 1992 

(In Millions) 
Federal 

JTPA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 85 $ 76 $ 74 $ 73 $ 86 
Community Development(l)  . . . . . . . . . . . . . . . . . . . . . . . . .  . 214 223 234 227 187 
Welfare . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 1 ,433 1 ,531 1 ,634 1 ,842 2,108 
Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 453 512 611  667 744 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 279 269 320 338 297 

-- -- --

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $2,464 $2,61 1 $2,873 $3,147 $3,422 

State 
Welfare . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $1 ,283 $1 ,350 $1 ,482 $1 ,620 $1 ,773 
Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 2,472 2,791 3,072 3,285 3,072 
Higher Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 100 1 10 1 1 1  1 19 1 1 9 
Health and Mental Health . . . . . . . . . . . . . . . . . . . . . . . . . .  . 195 218 244 237 201 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 242 247 263 250 270 

-- -- --

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $4,292 $4,716 $5,172 $5,5 1 1  $5,435 

(1) Amounts represent actual funds received and may be lower or higher than the appropriation of funds actually provided by the 
Federal government for the particular fiscal year due either to underspending or the spending of funds carried forward from 
prior fiscal years. 

SECTION V: CITY SERVICES AND EXPENDITURES 

Expenditures for City Services 

Three types of governmental agencies provide public services within the City's borders and receive 
financial support from the City. One category is the mayoral agencies established by the City Charter 
which include, among others, the Police, Fire and Sanitation Departments. Another is the independent 
agencies which are funded in whole or in part through the City Budgets but which have greater 
independence in the use of appropriated funds than the mayoral agencies. Included in this category are 
certain Covered Organizations such as HHC, the Transit Authority and BOE. A third category consists 
of certain PBCs which were created to finance the construction of housing, hospitals, dormitories and 
other facilities and to provide other governmental services in the City. The legislation establishing this 
type of agency contemplates that annual payments from the City, appropriated through its Expense 
Budget, may or will constitute a substantial part of the revenues of the agency. Included in this category 
are, among others, the HFA and the City University Construction Fund (the "CUCF"). For information 
regarding expenditures for City services, see "SECTION VI: FINANCIAL OPERA TIONs- 1 988-1 992 

Statement of Operations".  
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Federal and State laws require the City to provide certain social services for needy individuals and 
families who qualify for such assistance. Aid to Families with Dependent Children ("AFDC") supports 
approximately 71 .87% of the City's public assistance caseload and receives approximately 50% Federal 
and 25% State reimbursement. In addition, Home Relief provides support for those who do not qualify 
for AFDC but are in need of public assistance. The cost of Home Relief is borne approximately equally 
by the City and the State . The Federal Government directly administers a program of Supplemental 
Security Income ("SSI") for the aged, disabled and blind which provides recipients with a grant based 
on a nationwide standard. State law requires that this standard be supplemented. The basic SSI program 
is entirely Federally funded, and, since September 30, 1978, the State has borne the entire cost of the 
local supplementation to the SSI program in the City. The State legislation authorizing the State to take 
over SSI costs previously paid by the City has been extended to June 30, 1 993. The City also provides 
many other social services such as day care, foster care, family planning, services for the elderly and 
special employment services for welfare recipients. 

The City's elementary and secondary school system is operated under the general supervision of 
BOE, with considerable authority over elementary and junior high schools also exercised by the 32 

Community School Boards. BOE is responsible to the State on policy issues and to the City on fiscal 
matters. The number of pupils in the school system for the 1 992- 1 993 school year is estimated to be 
992,838. Between fiscal years 1 988 and 1 992, the percentage of the City's total budget allocated to BOE 
has remained relatively stable at approximately 25.5 % ;  in fiscal year 1 993 the percentage of the City's 
total budget allocated to BOE is projected to be 25.5% . See " SECTION VII: 1 993-1 996 FINANCIAL 

PLAN-Assumptions-Expenditure Assumptions-2. Other Than Personal Service Costs-Board of 
Education" .  The City's system of higher education, consisting of its Senior Colleges and Community 
Colleges, is operated under the supervision of CUNY. Currently, the City provides approximately 32.5% 

of the costs of the Community Colleges. The State has full responsibility for the costs of operating the 
Senior Colleges, although the City is required initially to fund these costs. 

The City administers health services programs for the care of the physically and mentally ill and the 
aged. HHC maintains and operates the City's eleven municipal hospitals, five long-term care facilities, a 
network of neighborhood health centers and the Emergency Medical Service. HHC is funded primarily 
by third party reimbursement collections from Medicare, Medicaid, Blue Cross-Blue Shield and 
commercial insurers, and also by direct patient payments and City appropriations. 

Medicaid provides basic medical assistance to needy persons. The City is required by State law to 
furnish medical assistance through Medicaid to all City residents meeting eligibility requirements 
established by the State. The State's budget for the 1 984 fiscal year reduced the City's share of Medicaid 
costs in 1 983 from its previous level of 25% . The State commenced on January 1 ,  1 984 to assume over a 
three-year period all but 20% of the non-Federal share of long-term care costs and all of the costs of 
providing medical assistance to the mentally disabled. The Federal government will continue to pay 
approximately 50% of Medicaid costs for Federally eligible recipients. 

City expenditures and transfers have increased during the five-year period ended June 30, 1 992, due 
to, among other factors, the costs of labor settlements, the growth in the number of full-time City 
employees, higher mandated costs, induding increases in public and medical assistance, and the impact 
of inflation on various other than personal service costs. 
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Employees and Labor Relations 

Employees 

The following table presents the number of full-time employees of the City, including the mayoral 
agencies, BOE and CUNY, at the end of each of the City's 1 988 through 1 992 fiscal years. 

1988 1989 1990 1991 1992 

Education . . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..  82,441 84,754 86,224 86,071 83,863 

Police .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..  34,077 33,414 32,976 34,401 34,21 7  

Social Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,080 29,227 3 1 ,491 31 ,404 28,890 

Higher Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,872 3,828 3,843 3 ,864 3,5 1 6  

Environmental Protection and Sanitation .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..  17,454 1 7,8 12  1 8,300 1 7 ,366 16,560 

Fire .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..  1 3 ,306 1 3 ,321 1 2,769 1 2,679 12 ,571 

All Other .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..  53,752 56,027 57,487 57,423 54,491 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ' "  . . . .  , 23 1 ,982 238,383 243,090 243,208 234,1 08 

The following table presents the number of full-time employees of certain Covered Organizations, 
as reported by such Organizations, at the end of each of the City's 1 988 through 1 992 fiscal years . 

1988 1989 1990 1991 1992 

Transit Authority . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 52,498 52,3 1 5  5 1 ,471 49,035 48,388 

Housing Authority . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 1 5 ,241 1 4,747 1 5 ,253 1 5 , 1 06 1 5 ,271 

HHC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , 44,473 45, 1 15 46, 1 94 45,71 7  45,498 

Total{ l )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 112,2 1 2  1 12 , 1 77 1 12,918 1 09,858 1 09,157 

(1 )  The definition of "full-time employees" varies among the Covered Organizations and t he City. 

The foregoing tables include persons whose salaries or wages are paid by certain public 
employment programs, principally programs funded under JTPA, which support employees in non
profit and State agencies as well as in the mayoral agencies and the Covered Organizations. 

Labor Relations 

Substantially all of the City's full-time employees are members of labor unions. The Financial 
Emergency Act requires that all collective bargaining agreements entered into by the City and the 
Covered Organizations be consistent with the City's current financial plan, except for certain awards 
arrived at through impasse procedures. During a Control Period, and subject to the foregoing exception, 
the Control Board would be required to disapprove collective bargaining agreements that are 
inconsistent with the City's current financial plan. 

In the 1 99 1  fiscal year, unions representing approximately 70% of the City's work force reached 
collective bargaining agreements with the City with terms of between twelve and fifteen months. These 
agreements expired between September and December 1 991 . Negotiations have commenced with many 
of such unions for successor agreements. In September 1 99 1 , an impasse panel held hearings concerning 
the collective bargaining impasse for the period of July 1 ,  1 990 through September 30, 1 99 1  between the 
City and the Patrolmen's Benevolent Association (the " PBA"), which represents approximately 1 8,000 

police officers. The panel issued its binding award on November 1 5 , 1 99 1. Subsequent to such award, 
the City reached agreements for the period of July 1 ,  1 990 through September 30, 1 99 1  with the Transit 
Authority Police Benevolent Association (the "TAPBA"),  the Housing Authority Patrolmen's 
Benevolent Association (the "HAPBA") and the United Sanitationmen's Association (the "USA") .  

More recently, the City has reached an agreement with the Sanitation Officers Association (the 
"SOA") and a coalition of unions representing superior officers of the New York City Police 
Department. The Assistant Deputy Wardens Association ("ADWA") recently reached a tentative 
agreement that is in the process of being ratified. The Uniformed Firefighters Association (the "UFA") 
delegates failed to approve a tentative agreement reached with the City. As a result, an impasse panel is 
currently holding hearings and is expected to issue its decision early in 1 993 . 

50 



Under applicable law, the City may not make unilateral changes during collective bargaining in 
wages, hours or working conditions under any of the following circumstances: (i) during the period of 
negotiations between the City and a union representing municipal employees concerning a collective 
bargaining agreement; (ii) if an impasse panel is appointed, then during the period commencing on the 
date on which such panel is appointed and ending sixty days thereafter or thirty days after it submits its 
report, whichever is sooner, subject to extension under certain circumstances to permit completion of 
panel proceedings; or (iii) during the pendency of an appeal to the Board of Collective Bargaining. 
Although State law prohibits strikes by municipal employees, strikes and work stoppages by employees 
of the City and the Covered Organizations have occurred. 

For information regarding the City's most recently negotiated collective bargaining agreements and 
the arbitration award to the PBA, as well as assumptions with respect to the cost of future labor 
settlements and related effects on the 1993-1996 Financial Plan, see "SECTION VII: 1 993-1996 

FINANCIAL PLAN-Assumptions-Expenditure Assumptions-1 .  Personal Service Costs" .  

Pensions 

The City maintains a number of pension systems providing benefits for its employees and 
employees of various independent agencies (including certain Covered Organizations) .  For further 
information regarding the City's pension systems and the City's obligations thereto, see "SECTION IX: 
OTHER INFORMATION-Pension Systems".  

Capital Expenditures 

The City makes substantial capital expenditures to reconstruct and rehabilitate the City's 
infrastructure and physical assets, including City mass transit facilities, sewers, streets, bridges and 
tunnels, and to make capital investments that will improve productivity in City operations. For 
additional information regarding the City's infrastructure and physical assets, see "SECTION VII: 1993-

1 996 FINANCIAL PLAN-Long-Term Capital and Financing Program" and "ApPENDIX A-EcONOMIC 
AND SOCIAL FACTORS" .  

On April 23, 1 992, the City announced an update to  the Ten-Year Capital Strategy for fiscal years 
1 992 through 2001 (the "Updated Ten-Year Capital Strategy") .  The Updated Ten-Year Capital Strategy 
totals $47 . 1  billion, of which approximately 92% will be financed with City funds. The Ten-Year Capital 
Strategy was updated and reduced to reflect decreases in the capital program required by lower forecast 
tax revenue for the ten-year period. The Updated Ten-Year Capital Strategy includes an assumption 
that the debt service cost relating to $700 million of the educational capital program in fiscal years 1993 

and 1 994 will be paid from incremental building aid payments from the State, to which the City will be 
entitled as a result of the scope of its capital program authorized for educational facilities. The City 
expects that the new draft Ten-Year Capital Strategy to be published in December 1 992 will include an 
assumption that the debt service cost relating to $930 million of the educational capital program in fiscal 
years 1 993 and 1 994 will be paid from incremental building aid payments from the State . This aid 
requires an annual allocation and an appropriation by the State . In addition, the Updated Ten-Year 
Capital Strategy assumes that the debt service cost relating to approximately $700 million of the future 
capital program for HHC through the 1 996 fiscal year and $ 1 .3 billion over the ten-year period will be 
paid from incremental third party reimbursement to HHC as a result of capital improvements coming 
into service during the period. $1 billion of the Capital Program was authorized relying on the benefit of 
lower estimated debt service costs during the Financial Plan period resulting from more refined 
forecasting of such costs. In December 1992 the City expects to publish a new draft Ten-Year Capital 
Strategy for fiscal years 1 994 through 2003. This will be followed by a Ten-Year Capital Strategy for 
such fiscal years to be published in the spring of 1 993. 

The City utilizes a three-tiered capital planning process consisting of the Ten-Year Capital Strategy 
(previously, the Ten-Year Capital Plan), the Four-Year Capital Program and the current-year Capital 
Budget. The Ten-Year Capital Strategy is a long-term planning tool designed to reflect fundamental 
allocation choices and basic policy objectives. The Four-Year Capital Program translates mid-range 
policy goals into specific projects. The Capital Budget defines specific projects and the timing of their 
initiation, design, construction and completion. 
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