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THE BONDS A_ PAYABLE SOLELY FROM AND SECU_D BY A LIEN ON THE _VEN_S OF THE
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$620,190,000 O) Future Tax Secured Bond_ Fiscal 2002 Series B
P_n_p_ lntere_ P_ce or

May I Amou_ R_e _e_

2003 .................... $ 8,090,000 3_% 2.25%

2004 .................... 3_25_00 4 2.74
2004 .................... 6_00_00 5 2.74
2005 .................... 9_95_00 4 3.05
2006 .................... 1,460,000 4 3.31
2006 .................... _380_00 5 3.31
2007 .................... 1225_000 4_ 3.54
2007 .................... 845,000 5 3.54
2008 .................... 13fl2_000"* 4 3.68
2009 .................... 11,750,000"* 4 3.82
2009 .................... 2_6_000 4 3.89

2010 .................... 1,865,000 4 3.99
2010 .................... 10_00_00 5¼ 3.99
2011 .................... 7,615,000** 4 4.02
2011 ....... : ............ 8_00_00"* 5¼ 4.02
2012 .................... _565_00"* 4_ 4.16
2012 .................... 11,77_000"* 5¼ 4.16
2013 .................... 320,000 4.30 4.34
2013 .................... I_77_000 5¼ 4.34*
2014 .................... 470,000 4.40 4.47
2014 .................... 17,720,000 5¼ 4.47"
2015 .................... 225,000 4.60 100
2015 .................... 15_2_000"* 5¼ 4.50*
2016 .................... 465,000 4_ 4.70
2016 .................... 1_82_000"* 5¼ 4.60*
2017 .................... 8,310,000"* 4.70 100

2017 .................... 1_42_000"* 5¼ 4.70*
2018 .................... 1_77_000 5 4.91 *
2019 .................... _70_000"* 5 4.92*
2020 .................... 18265_00"*_ 5 4.98*
2026 .................... 2_44_000 5 5.13
2026 .................... 4_85_00 5_ 5.13
2030 .................... 97_00_007 5 5.15
2031 .................... 3Z54_000"* 5 5.06

_) Includes $200,955,000 Taxable Bonds not offered hereb_
? Term Bond.

* Priced to first par call on November 1, 2012.
** Insured by MBIA Insurance Corporation.



The _form_n in this Offering C_cular has been provided by the Amhority, the City and other
sources considered by the AuthorRy to be rdiab_. All e_im_es and assumpt_ns contained herein are
believed to be _liabl_ but no rep_se_ion is made th_ such e_im_es or assumpt_ns are co_e_ or
will be _ized. No de'eL brokeL s_espe_on or other pe_on has been authorized by the A_hority or
the Underwriters to give any inform_ion or to make any represen_tion wRh respe_ to the Bond_ other
fllan those contained in this Offering Ci_ular, and if given or made, such other information or
_presentat_n must not be relied upon as having been au_orized by any of the foregoing. The
inform_n and expressions of opinion herein are su_e_ to change wRho_ notice and nether the
delivery of this Offering Circuhr nor any sale made hereunder shall, under any _um_ance_ create any
im_ion th_ there has been no change in the affai_ of the paa_s _ed to above since _e d_e
hereoE This Offering Circular does not con_u_ an offer to sell or a sol_i_fion of an offer to bu_ nor
shall the_ be any sale of the Bond_ by any pe_on, in any jurisdiction in which it is unlawful for such
person to make such offe_ solichafion or sale.

This Offering Circular contains forecast_ pr_e_ns and e_im_es th_ are based on expe_ns
and assumptions which exi_ed at the time such fo_ca_s, projections and esfim_es were prepared. In
light of the important factors thin may mmeri_ly affect economic cond_ons in the City and the amount
of Statuary Revenues (as defined hereinh the _dus_n in this Offering Circular of such foreca_s,

projections and e_immes should not be _garded as a _p_sentm_n by the Amhority or the Underwriters
th_ such fo_ca_ projections and e_im_es will occu_ Such fo_ca_ pr_ections and e_im_es are not
in_nded as _p_sentations of _ or guarantees of _sults.

If and when included in this Offering C_cuhL the words "expels," "fo_ca_s," "projects,"
"i_end_" '_ntic@_e_" "e_im_e_' and analogous expre_ns are intended to _e_ify forward-_oking
_emen_ and any such _atements inhe_ntly are su_e_ to a variety of risks and unce_nfies th_ could
cause a_ual _sul_ to differ m_eri_ _om those proje_ed. Such risks and unce_nt_s include, among
others, gener_ econom_ and business cond_on_ changes in p_itic_, soci_ and econom_ condition_
_gul_ory in_afives and com_hnce with governmental _gul_n_ I_g_ion and various other even_,
condemns and d_um_ances, many of which are beyond the con_oi of the Authority. These forward-
looking _eme_s speak only as of the date of this Offering Circula_ The Authority disclaims any
obligation or undeaaking to release publicly any upd_es or revisions to any forward-loo_ng _atement
contained herein to reflect any change in the A_hor_y's expe_ns with _gard thereto or any change
in even_, conditions or c_cum_ances on which any such _ement is based.

Unless otherwise noted, the projections and fo_ca_s cont_ned herein were made prior to the
te_ori_ a_ack on the World Trade Center on Se_ember 11, 2001 and have not been _vised to refle_
changes that may occur as a resuk of this even_

THE BONDS HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE
SECURITIES COMMISSION OR REGULATORY BODY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR

DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

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



(This page was le_ blank intent_n_.)



SUMMARY OF TERMS

The following is qualified in its entirety by reference to the information appearing elsewhere in
this Offering C_cu_ Terms used in this summary and not defined herein are defined in "APPENDIX
A: SUMMARY OF INDENTURE AND AGREEMENt"

Issuer ............................................... The New York City Transition_ Finance Authority _he
"Authority") is a corporate governmental agency con_ut_g a
public benefit corporation and an instrumentality of the State of
New York _he "StatC) crewed by Chapter 16 of the Laws of
1997 (as amended, the "Act'S.

Securities Offered ............................ $620,190,000 Future Tax Secured Bond_ Fiscfl 2002 Series B
_he "Series 2002 B Bond_) are to be issued pu_uant to an
Indenture, d_ed as of October 1, 1997 (as amended and
supp_mented _om time to time, the "lndenturC'), by and
between the Authority and the Tru_ee. $419,235,000 of the
Series 2002 B Bonds are to be issued as tax-exempt fixed rate
bonds _he "Tax Exempt Fixed Rate Bond_) and $200)55_00
of the Series 2002 B Bonds will be issued as taxab_ bonds (the
"Taxable Bond_3 and will be offered by a separate Offering
C_cuh_ The Series 2002 B Bonds (along with other Series of
Senior Bonds heretofore or hereafter issued, the "Bonds") will
be payab_ _om Statutory Revenues which the Act requires to
be paid to the Authority as described herein.

Tru_ee .................... State Stre_ Bank and Tru_ Company, N.A., New York, New
York.

Servicem ........................................... The New York State Depa_ment of Taxation and Finance
collec_ the St_utory Revenues, which consi_ of Pe_on_
Income Tax Revenues and Sales Tax Revenuer each as defined
herein, and repoas the amount of such col_ctions to the State
Comptroller. See "SECTION II: SOURCESOF PAYMENTAND
SECURITYFORT_4EBONDS--Servidng."

Disbu_ement Agent ........................ The St_e Comptroller holds Personfl Income Tax Revenues in
_u_ for the Author_y and deposes such Revenues w_h the
Trus_e for payment of Debt Serv_e and other expenses of the
Authority. Sales Tax col_ctions are remi_ed to the State
Comptroller who fir_ _ansfe_ to the Municipal Assi_ance
Corporation For The City of New York ("MAC') such amount
of Sales Tax col_ctions as is needed by MAC for its funding
requirement_ The State Comptroller then transfe_ Sales Tax
collections to the Authority, if and to the extent that Personal
Income Tax Revenues are projected to be _suffic_nt to provide
at lea_ 150% of the maximum annual debt service on the

Authority's Out_anding Bonds and Subordinate Bond_ if any,
_duding Recovery Bond_ in such amount as is necessary to
provide at lea_ 150% of such maximum annual debt service on
the Bonds and Subordinate Bonds. Payment of Sales Tax
collections to MAC and the Authority is subject to appropriation
by the State Le_ature. For _formation regarding payment of



Sales Tax col_ct_ns to MAC, see "SECTION II: SOURCES OF
PAYMENTAND SECURITYFOR THE BONDS--Sales Tax--MAC

Funding Requ_emen_ Y

Not Debt of State or City. .............. The Bonds are not a debt of either the State or the City and
nether the State nor the City sh_l be liable thereon. The Bonds
are not payabb out of any funds other than those of the
Authority. Based on State and Federal con_itution_, statutory
and case law and the terms of the Indenture and the Agreement,
Bond Counsel is of the opinion that the Authority is not eligible
for protection _om its cred_ors pursuant to Title ll _he
"Bankrup_y Cod_ of the Un_ed States Code; and if the deb_
of the City were adjured under the Bankruptcy Code and the
City or its cred_ors were to asse_ a right to the Revenues equal
or prior to the rights of the Bondholder_ such asse_ion would
not succeed.

Purpose of hsue ............................... The proceeds of the Series 2002 B Bonds will be used, along
with other funds of the Authority, to provide for Project Capital
Co_s and for the payment of the Authority's Fiscal 2002 Series
1 and Series 2 Bond Antidpation Notes, the proceeds of which
have been used to fund a potion of the City's capital program.

Statutory Revenues ............. The Bonds are payable from the "Statutory Revenue_' which
consig of Personal Income Tax Revenues and Sales Tax

Revenues. The Act provides that the Authority's Revenues are
not funds of the City.

The term "Pe_onal Income Tax Revenue_' means the

col_ctions _om the Personal Income Tax less overpaymen_ and
administrative cogs. The term "Pe_on_ Income Tax" means

the tax imposed by the City, as authorized by the Stat_ on the
income of City residents and, while appi_abl_ on nonresident
earnings in the City.

Since i_ adoption in 1966, Personal Income Tax Revenues have
risen _om approximately $130 million in fiscal year 1967 to
approximately $5.8 billion in fiscal year 2001. Pe_onai Income
Tax Revenues are projected to be approximately $5.0 billion,
$5.4 billion, $5.7 billion and $6.2 billion in fiscal yea_ 2002
through 2005, respectively. The decline in fiscal year 2002 was
projected before the te_ori_ attack on the World Trade Center to

result from reductions in tax rates and declines in secur_y
industry bonuses and capital gains re_ization_ See "SECTION
II: SOURCESOF PAYMENTAND SECURITYFOR THE BONDS--

Statutory Revenue_" Payment of Personal Income Tax

Revenues to the Authority as required by the Act is not subject
to State or City appropriation.
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The term "Sales Tax Revenues" means the collections from the

S_es Tax _ adm_i_ratNe cosls and amounts paid Io MAC.
See "SECTION II: SOURCES OF PAYMENT AND SECURITY FOR

THE BONDS--S_es Tax--MAC Funding Requ_ements." The
term "Sales Tax" means the 4% tax cu_enfly imposed by the
S_te on the sale and use of _n_Ne person_ property and
services in the City, until such time when all MAC Funding
Requirements (as defined herein) have been paid in full, and
thereafter means _e similar tax imposed by the City. Almo_ all
of the Sales Tax c_ns are su_e_ to appropriation by the
S_te until _1 MAC Funding Requirements have been paid in
full. Appro_m_dy 4% of Sales Tax c_cfions are from a
s_es and compensating use _x imposed by 1he City which is not
su_e_ to the prior pledge to MAC or State or City
appropriation. Pursuant to the AcL S_es Tax Revenues will be
av_e for the payment of the Bonds if Pe_onal Income Tax
Revenues am proje_ed to be _suffident to prov_e at lea_
150% of the maximum annual debt service on the Authority's
Outstan_ng Bonds and Subordin_e Bonds. Since the _ception
of the Sales Tax in fiscal year 1934, Sales Tax Revenues have
increased to approximme_ $3.7 billion in fiscal year 2001.
Sales Tax Revenues are expe_ed to be approxim_ely
$3.7 billion, $3.4 billion, $3.6 billion, and $3.7 billion in fiscal
years 2002 through 2005, respe_ivd_

Unless otherwise no,d, the projections and fo_ca_s contained
herein were made prior to _e _ori_ aRack on the World Trade
Center on September 11, 2001 and have not been revised to
_fleo changes thin may occur as a resuR of this event. The City
pr_e_s th_ Pe_onal Income Tax Revenues and S_es Tax
Revenues are preliminarily preened to be reduced by
approximme_ $276 million and $272 million, respe_ivel_ in
fisc_ year 2002 as a resuR ofth_ event.

Ena_g Legislation ........................ The Act, which became effective March 5, 1997, provides for
the issuance of the Bond_ the payment of the Bonds from the
Statutory Revenue_ and the aa_ory and con_actual covenan_
of the Authority, the C_y and the State. The Act was amended
in June 2000 and September 2001, to among other _ings,
increase the debt-_cu_kg capacity of the Authority. The
amendment in September 2001 permi_ed the Authority Io issue
i_ bonds and no_s to pay Recovery Cos_.

State and City Covenanta ................ The A_ and the Indenture con_ the covenant of the State with

the Noteholders and Bondh_ders (the "Stae Covenant) tha the
S_ shall not limit or al_r the figh_ vexed in _e Authority by
the Act to fulfill the _rms of the Indenture, or _ any way impair
the righ_ and _medies of such holders or _e security for the
Bonds until such Bond_ and all cos_ and expenses _
connea_n with any action or proceeding by or on beh_f of such
holders of the Bond_ are fully paid and discharged. The State
Covenant does not _afi_ the right of the Sta_ to amend,



modify, repeal or otherwise alter _utes imposing or rel_g to
the Personal Income Tax, but such taxes payable to the
Authority will in all even_ continue to be so payable so long as
any such taxes are imposed.

The A_ and the Indenture _so cont_n the covenant of the St_e

th_ in the event Personal Income Tax Revenues payab_ to the
Au_odty during any fiscal year are proje_ed by the Mayor of
the City to be _suffident to provide _ lea_ 150% of maximum
annual debt service on Out_anding Bonds and Subordinme
Bonds the Sta_ Comptroller shall pay to the Authority _om
Sales Tax Revenues such amount as is necessary to provide _
lea_ 150% of such maximum annu_ debt serv_e on the Bonds

and Recovery Bond_ provided, howeveL th_ such amounts are
su_ect to State appropri_ion until the MAC Funding
Requiremen_ have been paid in full. See "SECTION II:
SOURCES OF PAYMENT AND SECURITY FOR THE BONDS--Sales

Tax--MAC Funding Requirements." The State is not oblig_ed
to make any additional payments or impose any taxes to satisfy
the debt service oN_ations of the Authority. The Act does not
restrict the right of the St_e to _ter or repeal the _utes
impos_g or relating to the S_es T_x.

In accordance with the Act, the City has pledged and agreed
with the holde_ of the Bonds Ohe "City Covenanf) that the City
will not limit or al_r the righ_ vexed by the Act in the
Authority to fulfill the terms of any agreements made wRh such
holders pu_uant to the AcL or _ any way imp_r the rights and
remedies of such holders or _e security for the Bonds until the
Bonds are fully paid and discharged. Nothing contained in the
Act or the Agreement re_ric_ any right the City may have to
amend, modify, repeal or otherwise _ter Ioc_ laws impos_g or
rei_ing to the Pe_onal Income Tax Revenues payab_ to the
Authority so long as, a_er giving effect to such amendmenL

modification or other al_r_ion, the amount of Statutory
Revenues projected by the Mayor to be av_hb_ to the
Authority during each of i_ fiscal years following the effective
date of such amendment, modification or other _rat_n is not

less than 150% of maximum annual debt service on Outstanding
Bonds and Subordinate Bonds.

For more inform_ion regarding the St_e and City Covenant,
see "SECTION II: SOURCES OF PAYMENT AND SECURITY FOR

THE BONDS--Agreemen_ of the State _nd Ihe City."
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Other Series of Bonds ...................... The Au_ori_ has prev_us_ issued $7_51,765,000 of Senior
Bonds of wh_h $7_88,160_00 are Out_anding. In addition
$60_00_000 of the Authority's Bond Antic_ation Notes due
November 30, 2001 are expec_d to be p_d through the issuance
of the Series 2002 B Bonds. In O_ober 2001, the Au_ority
issued its $1_0_00_000 New York City Recovery Noah
Fisc_ 2002 Series A due O_ober 2, 2002 Ohe "Recovery
Note_) to pay co_s rei_ed to the September l l a_ack. The
Recovery Notes are expe_ed to be pa_ through the issuance of
Recovery Bonds or from Statutory Revenues on a subordinated
basis. Other Series of Bonds, Bond Antic_ation Notes and New
York City Recovery Notes are expe_ed to be issued _om time
to time. See "SECTION IV: THE BONDS_Other SerieS' and
"SECTION V: THE AUTHORITY--Plan of Finance."

The Act authorizes the Authority to issue bonds and notes for
capi_l purposes (up to $11.5 billion) and for the refunding of
bonds and notes. In additio_ the Act was amended in

Sep_mber 2001 to perm_ the Au_ority to have outstan_ng an
addition_ $2.5 billion of _s bonds and notes to pay Recovery
Co_s.

Interest and Prin_p_ ....................... Interest on the Tax Exempt Fixed Rate Bonds will accrue from
their d_ed d_e at the rates set fo_h on the inside cover page
hereof and will be payab_ semiannu_ly, commen_ng May 1,
2002. The record date for payment of interest on the Tax
Exempt Fixed R_e Bonds is the fifteenth day of the c_endar
mon_ p_ceding the interest payment date.

Prin_p_ will be due on the annu_ sefi_ m_urifies as shown on

the in,de cover page.

In_re_ and princ_ on the Bonds will be p_d from the
Revenues on deposit in the Bond Account or Redempt_n
AccounL if apN_a_e. Statutory Revenues sh_l be deposi_d
into the Bond Account in accordance wkh the r_ent_n schedule
as described in "Retention Procedures" b_ow.

Optional Redemption ....................... The Tax Exempt Fixed R_e Bonds are redeemabl_ on 30 days'
notice to _e holde_ of such Bonds, be_nn_g November 1,
2011 at a pr_e of 101% de_g to par on November 1, 2012.

Form and Denomination .................. The Series 2002 B Bonds will be issued as fully rendered
securit_s _ered in the name of Cede & Co. as nominee of

The Depository _ru_ Company ("DTC").

The Tax Exempt Fixed R_e Bonds will be denominated in
prin_p_ amounts of $5,000 and in_gral mu_es thereo£



Indenture .......................................... The Indenture provides for the issuance of the Bonds pursuant to
the Act, _Ouding the Author_y's pledge tO the Tru_ee of the
revenues, accoun_ and _atutory and con_actual covenan_
contained therein. The Tru_ee is authorized to enforce the

Indenture and such covenants ag_n_ the Authority, the City and
the St_e.

Financing Agreement ...................... The Financing Agreement, dated October 1, 1997, as
supp_men_d, between the Authority and the City, provides for
the appl_ation of Bond and Note proceeds to fund capital
expend_ures of the City and Recovery Co_s and includes
covenants of the City and the City's agreement to hold the
Authority harmless again_ clams related to the Projects.

Col_ction Account .......................... The State Comptroller is required by the Act, commencing on or
before the fifteenth day of each month, to pay the Person_
Income Tax Revenues on a daily basis directly to the Tru_ee for
appl_ation in accordance with the Indenture. While the State
Comptroller is required by statute to _ansfer the Personal
Income Tax Revenues on or prior to the fifteenth day of each
month, cu_ent practice of the State Comptroller is to _ansfer
such funds commenting on the firm day of each month. See
"Appl_ation of Revenue_' below.

All Revenues received by the Authority shall be promptly
deposited into the Col_ction AccounL

Bond Account ............... The Bond Account is held by the Tru_ee in accordance w_h the
terms of the Indenture. The Tru_ee shall depos_ amounts _om
the Collection Account into the Bond Account in accordance

with the Retention Procedures described below for the payment
of Senior Debt Serv_ including notes and Senior Agreement,
if any, that a_e to be paid out of the Bond Account on a parity
with Senior Bonds. Cu_ently the Author_y is not a party to any
Senior Agreements, nor are any notes so payable.

Appl_ation of Revenues ................. All Revenues in the Collection Account shall be applied upon
receipt by the Tru_ee in Ihe following order of priority: firs_ to
the Bond Account or Redemption Account to pay Senior Debt
Service in accordance w_h the Retention Procedures described

in the paragraph below; second, to the Authority's operating
expense_ including deposes to the Redemption Account for
option_ redemption of the Senior Bond_ if any, and any
reserves held by the Authority for payment of operating
expenses; third to the Recovery and Parity Debt Account or
otherwise for the benefit of noteholder_ Subordinate
Bondholder_ _duding holde_ of Recovery Bond_ and panics
to ancillary and swap con_ac_ (other than Senior Agreements_
to the extent such Supplement_ Indentures may require
appl_ation of Revenues to pay items after paymen_ of Debt
Serv_e and operating expenses; and fourth, to the City as soon
as av_e but not later than the ia_ day of each month, excess
Revenue_ _ee and clear of the lien of the Indenture.
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Retention Procedures ....................... On the firm business day of each Coi_ction Qua_e_ which

commences on the fir_ day of each August, NovembeL
February and Max the Trugee shall begin to transfer all
Statutory Revenues from the Col_ction Account to the Bond
AccounL and shall continue such Cansfe_ until the amount in

the Bond Account is equal to one-half of the debt service on the
Senior Bonds due in the three month period following the
Coi_ction Quaae_ each such period, a "Payment Period? The
total amount due in each Payment Period is the "Quagedy
Payment Requirement." On the fir_ business day of the second
month of each Collection Quaae_ the Tru_ee sh_l resume or

continue such _ansfe_ until the Qua_edy Payment Requirement
is held in the Bond Account. During the third month of each

Col_ction Quaae_ if there is less than the Quaaedy Payment
Requirement on deposR in the Bond AccounL or the Redemption
AccounL as the case may be, the Tru_ee will continue to
_ansfer Statutory Revenues from the Col_ction Account to the
Bond Account until there is on depos_ therein the Quaaedy
Payment Requirement. The payment obligations of the Trugee
for paymenB to be made from the Col_ction Account to the

Bond Account shall be cumu_tive so that any sho_age in the
fi_t month of the Col_ction Qua_er will become pa_ of the
funding obligation in the second month of the Col_ction
Quartet and, if necessary, the third month of the Collection

Qua_e_ The Authority expects that the Qua_edy Payment
Requirement will be provided _om Statutory Revenues during
the appl_able Col_ction Quaae_ Howeve_ in the event

collections _om the Statutory Revenues are insuffic_nt during
any Coi_cfion Quaaer to completely provide for the Qua_edy
Payment Requirement, the Tru_ee is required to withho_
add_ional St_utory Revenues in subsequent Col_cfion
Qua_ers. To the extert the Qua_edy Payment Requirement
includes principal, interest or premium on Bonds or Notes to be
purchased or redeemed prior to maturity at the option of the
Authority, Senior Debt Service may be paid through the
Redemption AccounL and the Authority may direct the Trugee
to _ansfer Revenues to the Redemption Account rather than the
Bond Account.

Defeasanc_ ...................................... Under the Indenture, the Authority will have the ability to
defease covenan_ in a Bond or Bonds by deporting Defeasance
Colhter_ w_h a tru_ee to provide for payment of principal,
intere_ and premium, if any, thereon.



Tax Maaer_ ..................................... In the opinion of Sidley Auxin Brown & Wood LLP, Bond
Counsel to the Authority, intere_ on the Tax Exempt Fixed Rate
Bonds will be exempt from personal income taxes imposed by
the State or any politic_ subdivifion thereo_ including the City,
and assuming continu_g compliance w_h the provifions of the
Internal Revenue Code of 1986, as amended, as described
herein, intere_ on the Tax Exempt Fixed Rate Bonds will not be
includable in the gross income of the owners thereof for Federal
income tax purposes. See"SECTION VII: TAX MATTERS_

Ratings ................................ The Tax Exempt Fixed Rate Bonds have been rated "AA+" by
Fitch, Inc. ("Fitch"), "AA+" by Standard & Poor's Ratings
Services ("Standard & Poor's") and "Aa2" by Moody's
Inve_ors Service, Inc. ("Moody's") (each a "Rating Agency"
and, col_ctively, the "Rating Agencie¢). A security rating
should be evaluated independently of similar ratings of different
types of secufifie_ A rating is not a recommendation to buy, sell
or hold securities and may be subject to a revision or wRhdraw_
at any time by the as_gning rating organization. See
"SECTION VIII: RATINGS."

Authority Contact ............................ Mr. Raymond Orlando
Phone Number: 646-458-2060
Email: orlandorQ_omEny_gov
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SEC_ON h INTRODUC_ON

This Offering Circuhr of the New York City Tran_fion_ Finance Authority 0he "Authofity'_
sets fo_h information concerning the Authority in connexion with the sale of the fixed rate potion of the
Authority's Future Tax Secured Bonds, Fiscal 2002 Series B _he "Tax Exempt Fixed Rate Bonds" and,
together with the Series 2002 B taxable bonds _he "Taxab_ Bond_ and Other Series of Senior Bonds,
the "Bonds"). The Authority is a corporate governmental agency con_itufing a public benefit corporation
and an instrument_ity of the Sta_ of New York _he "Stat(_ created by Chapter 16 of the Laws of 1997
(as amended, the "Act'S. The Taxab_ Bonds will be described in a separate offering Orcular and are not
offered hereby.

The Bonds are being issued pursuant to the Act and an Indenture d_ed as of O_ober l, 1997, as
amended and supp_mented _he _ndentur('), by and between the Authority and State S_eet Bank and
Tru_ Compan_ N.A., New York, New York, as Tru_ee Ohe "Tru_ee"). The Authority and The City of
New York _he "City'_ en_md into a Financing Agreement _he "Agreemenff_ d_ed O_ober l, 1997, as
supp_mente_ which provides for the ap_mMn of Bond proceeds to fund cap_M expendkums of the
City and Recovery Co_s (as defined below) and includes various covenan_ of the City. A summary of
ce_ain pro_sMns of the Indenture and the Agreement, tog_her w_h ce_n defined terms used therein
and in this Offering CimuhL is contained in Appendix A hereto.

The Authority was c_med to provide for the issuance of debt to fund a potion of the capi_l
program of the City. The Act authorizes the issuance of Bonds and Notes (up to $! 1.5 billion) and the
_funding of Bonds and No_s. In add_ion, the Act was amended in September 2001 to perm_ the
Authority to have outstand_g an addition_ $2.5 billion of i_ bonds and notes to pay Recovery Co_s. In
addRion to the financing capacity of the Authority for cap_al purpose_ the City's cu_ent Fou_Year
Financial Plan for fiscal yea_ 2002-2005 which was _leased on June 13, 2001 _he "City Financial
Plan'_ ant_ip_es access to appro_mme_ $2.4 billion in finandng capacity of a separate entity, TSASC,
Inc. ("TSASC"), which issues debt secu_d by revenues derived from the se_lement of I_gation wRh
tobacco companies selling cigare_es in the Uni_d S_s. The debt-_cu_ing capacity of the Authority
and TSASC has permi_ed _e City to continue to en_r into new con_a_ual commRment_ The CRy
Financi_ Plan pr_e_s th_ the City wil! have sufficient capacity to continue i_ capi_l program through
the end of the City Financial Plan in fiscal year 2005. The City's pr_e_ions indicate that it will require
an add_on_ $3.0 billion in financing capac_y to compile i_ Ten-Year Capi_l Strategy for fiscal years
2002-2011. The City will ekher seek an amendment to the St_e Con_kufion to inc_ase i_ debt-

incurring capacity or seek some other financing mechan_m to enable it to compile i_ Ten-Year CapRal
Strategy.

The Indenture permim the issuance of up to $12 bill_n of Senior Bonds (not _dud_g refun_ng
Bonds). The Indentu_ fuaher permi_ the Authority to issue addMonM indebtedness as Subordinme

Bonds, provided that such addffional issuance of de_ does not cause an adverse change in the ratings
obtained by the Authority on the Senior Bonds and fuaher provided that the Authority complies with
re_rictions on the amount of such Subordinme Bonds which may be issued. For additionM Mformation
regarding the issuance of parity or subordinate obl_ations of the Authority, see "SECTION IV: THE
BONDS_Other Sedes_

On September 11, 2001, two h_acked passenger jetliners flew into the World Trade Cente_
resulting in a sub_ant_l loss of life, de,ruction of the World Trade Center and damage to other buildings
in the vicinh_ The a_ack also resulted in the disruption of public _anspoaation and business and
displacement of residents in the immediate vicinity of the World Trade Center. Trading on the m_or



New York _ock exchanges was suspended until September 17, 2001, and business in the financial di_rict
was interrupted. Recovery effoas are cont_uing in the City's financial dis_i_ in lower Manhattan.

Continu_g recovery, clean up and repair effo_s will resuR in substanti_ expenditures. The U.S.
Congress passed emergency supp_ment_ _gi_ation which appropriates $40 billion for increased disager
ass_tanc_ increased security cogs, reb_g infas_ucture sys_ms and other public faoiitie_ and
disaster recovery and related activities, at leag $20 billion of which is for disa_er recovery activRies and
assigance in New Yor_ Pennsylvania and Virginia. To dat_ the Pre_dent has released approximatdy
$2.5 billion of emergency funds for the City and the State, and has submiRed _gi_ation to Congress for
an add_ional $6.3 billion of emergency funds for the City and the State. The Pre_dent has indicated that
he does not intend to seek addRion_ supplemental funding during the cu_ent session of Congres_ but
will continue to determ_e add_ion_ funding needs during the next session of Congress. In addition, the
State _gislature has increased the financing capacity of the Authority by $2.5 billion to fund the City's
cogs related to or arising fom the evenB at the World Trade Center ("Recovery Co_¢3, and has
authorized the Authority to issue debt wRhout limit as to princip_ amount that is payable so_ly from
State or Federal aid received on account of the disage_

The City will prepare a modification to the City Financial Plan in November which will amend
the City Financ_l Plan to accommodate revisions to forecasB for fiscal years 2002 through 2005. Such
revi_ons will include expected fiscal year 2002 tax revenue shortfalls as a resuk of the September 11
events. Based on prdim_ary egimate_ which are su_ect to revision as addition_ information becomes
av_bl_ the City's Office of Management and Budget _'NYC OMB'3 has prepared a preliminary update
to the City Financi_ Plan for fiscal year 2002 to reflect developments since the publ_ation of the City
Finand_ Plan on June 13, 2001 _he "Prdiminary 2002 UpdatC3. The Prdiminary 2002 Update projects
a shoafali of tax revenue, as a result of the September 11 aRack, totting $1 billion. The City projects
that Person_ Income Tax Revenues and S_es Tax Revenues will be reduced by approximately $276
million and $272 million, respectively, in fiscal year 2002 as a result of the September 11 aRack. The
assumed tax revenue shoafal_ for the 2002 fiscal year after September 11 reflect _eeper declines in
national gross domegic product and corporate profiB, addition_ declines in capital gains re_ization_
local job losses exceeding 100,000 and a d_ruption in tourism and related spending.

Prior to the even_ of September !1, the n_ional and local economies had been weakening,
refle_g lower business inve_ment, increased unemp_yment and, recently, a decline in consumer
confidence. It is expe_ed th_ the de,ruction of the World Trade Center will have a sub_anfial impa_
on the City and i_ economy. Reduced economic a_ity is expe_ed to lower corporate profit, increase
job losses and reduce consumer spendin_ which would resu_ in reduced personal income and sales tax
rec_pts and other business tax revenues for the City and could negatively affect red property v_ues. The
even_ of September i I increased the risk of a recession and a delay in recovery. It is not possible to
quantify at present wRh any cea_nty the shod-term or _ng-term adve_e impact of the Sep_mber 1i
even_ on the City and i_ econom_ any offseaing economic benefits which may resu_ fom recovery and
_building activities and the amount of additional resources from Federal St_e, City and other sources
which will be req_red.

Unless otherwise noted, the projections and foreca_s contained herein were made prior to the
September 11 a_ack on the World Trade Center and have not been revised to reflect changes that may
occur as a resu_ of this evenL
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SECTION H: SOURCES OF PAYMENT AND SECURITY FOR THE BONDS

General

The Act authorizes the Authorhy to issue debt and secure the repayment of such debt with a
pledge of the Authority's right title and intere_ in the Revenues of the Authority, which are required by
the Act to be paid to the Authority. The Authority's Revenues are derived _om the amounts payable to it
_om the Statutory Revenues which are the only source of payment pledged to the holde_ of the Bonds.
See "Statutory Revenue_' below. Pu_uant to the Act and the Indenture, the Authority has p_dged the
Revenues to the Tru_ee for payment of the Bonds. The Act provides that the Authority's pledge of i_
Revenues represents a perfected security intere_ on beh_fofthe holde_ of the Bonds.

The Authority does not have any _gnificant assets or sources of funds other than the Statutory
Revenues and amounts on depos_ pu_uant to the Indenture. The Bonds will not be insured or guaranteed
by the City, the State or the Tru_ee. Consequentl_ Bondholders mu_ rely for repayment solely upon
collection of the Statutory Revenues and accounts held by the Tru_ee pursuant to the Indenture.

The Authority's only authorized a_ity is the issuance of debt, the use of the proceeds thereof to
fund a potion of the City's capital program and to pay Recovery Co_s. The Autho_ty_ debt _ not debt
of the Sta_ or the City and nether the Sta_ nor the City shah be liab& thereon.

The Authority is not authorized by State law to file a petition in bankruptcy pu_uant to Title I !
_he "Bankruptcy CodC) of the United States Code. Based on State and Feder_ constitution_, _atutory
and case law and the terms of the Indenture and the Agreement Bond Counsel is of the opinion that ffthe
deb_ of the City were adjured under the Bankruptcy Code and the City or i_ creditors were to asse_ a
right to the Revenues equ_ or prior to the rights of the Bondholder_ such asse_ion would not succeed.

The Bonds are payable _om the Statutory Revenue_ which consi_ of Pe_onal Income Tax
Revenues and Sales Tax Revenues. Personal Income Tax Revenues are the revenues col_cted _om the
Pe_onal Income Tax less overpaymen_ and co_s of admini_ration. The Personal Income Tax is the tax

imposed by the City as authorized by the State on the income of City residents and, while appl_abl_ on
nonres_ent earnings in the City as described below. SMes Tax Revenues are the revenues collected _om

the Sales Tax less co_s ofadmini_ration and amounts paid to The Muni_pM Asfi_ance Corporation For
The City of New York ("MAC") for the payment of the MAC Funding Requirement_ For _formation
regarding the MAC Funding Requirement_ see "SMes Tax--MAC Funding Requirements" below. The

Sales Tax is the 4% tax currently imposed by the Stme on the sale and use of tangib_ pe_onai property
and services in the City. The term "Sales Tax" also includes ceaain amounts collected from a sales and

compensat_g use tax imposed by the City as authorized by the State. Pursuant to the Act, Sales Tax
Revenues will be avMhble for the payment of the Bonds if Pe_onM Income Tax Revenues are projected
to be insuffident to provide at lea_ 150% of the maximum annual debt serv_e on the Authority's Bonds
and Notes. For a description of the Personal Income Tax Revenues and the Sales Tax Revenue_ see
"Pe_onal Income Tax" and "Sales Ta_' below. For a description of the servicing and appl_ation of the
Statutory Revenue_ see "Serv_in_' and "Application of Revenue_' brow.

The forecas_ of Stat_ory Revenues set fo_h in this Offering Circuhr _flect the fol_winff the
ex_ration of the 12.5% Surcharge (as defined below) which became effe_ive on January 1, 1999; a State
rebec program called the School Tax Rel_f Program ("STAR Program") which was phased in _om
fiscal year 1999 to fiscal year 2001; the dimination of the Sales Tax on items of clothing under $110
which became effe_ive on March 1, 2000; the repeal of the Pe_onal Income Tax on ind_u_s who
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work in the City but reside elsewhere which became effective as of July 1, 1999; the reduction and
_ru_ufing of the 14% Surcharge (as defined be_w) which became effective on January l, 2001
beaning in tax year 2001; and the fu_her reduction of the 14% Surcharge beaning in tax year 2002.

The Cu_ent Base R_e, the 14% Surch_ge and the St_e authorization to reduce the 14%
Surcharge have been extended through December 31, 2003. Howeveg pa_age of a local law is req_d
to extend the reductions of the 14% Su_harge beyond December 31, 2001. Pr_ect_ns of St_utory
Revenues assume the extension of the Cu_ent Base Rate (as defined below) which is schedu_d to decline
to the Reduced Base R_e on December 31, 2003 and the extension of the 14% Surcharge reductions
beyond December 3 I, 2001. If the 14% Surcharge redu_ns were not so extended, additionN Statutory
Revenues of $88 million and $458 million in fiscal yea_ 2002 and 2003, respe_ivel_ are expec_d to be
c_oed. If the 14% Surcharge were to expire on December 31, 2003, R is expected th_ there would be
losses of revenue of $199 mill_n and $434 million in fiscal yea_ 2004 and 2005, respe_e_. I_ in
addition to the ex_rat_n of _e 14% Su_harg_ the Cu_ent Base Rate were to decline to _e Reduced
Base Rate a_er 2003, there would be add_on_ revenue losses e_imated at approxim_dy $780 million
and $2.48 billion in fiscal yea_ 2004 and 2005, respectively.

The forecas_ of Stmmory Revenues do not assume the fol_wing tax reductions which were
proposed in the City F_and_ Plan but have not receNed the St_e _flative authorization or City
Council approval th_ would be requi_d to become effective: (i) the in_oduction of a City earned income
tax credh and a person_ income tax cred_ for dependent care, wh_h, taken togetheL would resuR in
proje_ed losses of Pe_onal Income Tax Revenues of $71 mill_n, $71 million, $72 mill_n, and $72
million in fiscal yea_ 2002 through 2005, respective_ and (ii)the dim_ation of the City sales tax on
clothing and footwear purchases enfirel% which would result in preened revenue losses of $27 million,
$101 mill_n, $102 million and $105 mill_n in fiscal yea_ 2002 through 2005, respectively.

From fiscal year 1980 to fiscal year 2000, the average annual compound growth rate for Statutory
Revenues was approximately 8.8%. Hi_oficai collections of Statutory Revenues for fiscal years 1980 to
2001 and foreca_ed col_ctions of Statutory Revenues for fiscal years 2002 through and including 2005
are shown in the following table.
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HISTORICAL AND FORECASTED AMOUNTS OF STATUTORY REVENUES
($ million_

Fisc_ Year Statutory F_c_ Year Statutory
Ending June 30 Revenues Ending June 30 Revenues

1980 ........................ $1,679 1993 ............................................. $5,444
1981............................................. 1,962 1994 ............................................. 5,702
1982............................................. 2,182 1995 ............................................. 6,202
1983............................................. 2,414 1996 ............................................. 6,533
1984............................................. 2,669 1997 ............................................. 7,048
1985....................... 2,998 1998 ............................................. 7,816
1986 .......................... 3,490 1999 ............................................. 8,704
1987........................ 3,691 2000 ............................................. 8,961
1988.. ....................................... 3,916 2001 ............................................. 9,485
1989............................................. 4,273 200_\ .......................................... 8,780
1990....................... 4,475 200_ .......................................... 8,814
1991............................................. 4,720 2004 _)........................................... 9,319
1992........................ 5,028 2005_ .......................................... 9,847

Source: NYC OMB. All figu_s shown herein are ca_ul_ed on a cash basis.
<t) As _reca_ed by NYC OMB as set _h in Me Ci_ _nanci_ Plan. For _rm_n reg_ding projection

_sum_ns and the expirat_n and reduction of ce_a_ potions ofthe Pe_on_ Income Tax and Sales Tax, see
"--_ory Revenue_" "--Personal Income Ta_' and "--Sales Tax." The _ca_s co_ned herein were

made prior _ _e Se_emb_ 11 a_ack on the World Trade Cen_r and have not been revised to refle_ changes
• _may occur as a _sult ofthis event.

The amount of future Statutory Revenues to be collected depends upon various factors _dud_g
the econom_ conditions in the City. The foreca_s of Statutory Revenues are not intended to be

guarantees of actual collections and resuhs may vary _om forecast. Economic conditions in the City
have reflected numerous cycles of growth and recess_n. There can be no assurance that hi_ofic_ data
relating to econom_ condRions in the City are predict_e of future trends or that forecas_ of future
economic developmen_ will be realized. For more information regarding the economic condhions in the
City, see "SECTION III: ECONOMICANDDEMOGRAPHIC STATISTICS."

Debt Serv_e Coverage

The Act authorizes the Autho_ty to issue bonds and Notes for capital purposes (up to $11.5
billion) and for refunding of Bonds and Notes. In additio_ the Act was amended in September 2001 to
permit the Authority to have out_anding an addition_ $2.5 billion of its bonds and notes to pay Recovery
Co_s. The Authority has previously issued $7,651_65,000 of Senior Bonds ofwh_h $7,488,160,000 are
Out_andin_ The Indenture provides for the issuance of Bonds on a parity with Senior Bonds of up to
$12 billion (ex_uding Bonds for refunding purposes_ In additio_ the Indenture includes the Quavery
Debt Service Covenant wh_h provides that the maximum Quavery Senior Debt Service may not exceed
$330 million. The maximum Qua_edy Senior Debt Service would tot_ $1.32 billion on an annu_ basis,

which co_esponds to the cost ofdebt service on $12 billion of Authority debt out_anding at a maximum
interest rate of 9% @he "Covenanted Maximum Annual Debt Service"). See "SECTION IV: THE
BONDS---Other Series."

13



following table shows the coverage of Covenanted Maximum Annufl Debt Serv_e by
Revenues. Phased issuance of debt and actu_ market rates are expected to resuR in

higher a_ual annual coverage. For _formation regarding projection assumpt_ns and the
reduction of poaions of the Pe_onal Income Tax, see "--Statutory Revenue_' and "-

Tax."

DEBT SERVICE COVERAGE BY HISTORICAL AND
FORECASTED STATUTORY REVENUES

Fiscal Year Statutory Revenues
Ending June 30 ($ miBion_ Coverage °_

1980 $1 679 i.27x
1981 1 962 1.49x
1982 2 182 1.65x
1983 2 414 1.83x
1984 2 669 2.02x
1985 2 998 2.27x
1986 3 490 2.64x
1987 3 691 2.80x
1988 3 916 2.97x

1989 4,273 3.24x
1990 4,475 3.39x
1991 4,720 3.58x
1992 5,028 3.81x
1993 5,444 4.12x
1994 5,702 4.32x
1995 6,202 4.70x
1996 6,533 4.95x
1997 7,048 5.34x
1998 7,816 5.92x
1999 8,704 6.59x
2000 8,961 6.79x
2001 _485 7.19x
2002 _2_ 8,780 6.65x

2003 _2_ 8,814 6.68x
2004 _ 9,319 7.06x
2005 _ 9,847 7.46x

OMB. All figures shown herein _e ca_ed on a cash bails.
Covenan_d Maximum Annual Debt Se_ which is $1,320 mill_n based on an _sum_n of
Senior Bonds om_anding at a maximum in_ rme of 9%.
by NYC OMB as set _h in _e Ci_ Financial Plan. For _rmation _g_d_g pr_e_n

and the ex_rat_n and reduction of potions of the Pe_onal Income Tax and Sales Tax,
"--_ory Revenue_' and "-- Pe_on_ Income Ta_' and " -- S_es Tax." The _ca_s contained

made prior to the Se_emb_ 11 a_ack on the Wodd Trade Cen_r and have not been revised to
_ may occur _ a resuk ofthis even_
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The table below shows the coverage of covenanted maximum Quaaedy Debt Service of $330

million based on hi_oficfl col_ctions of Statutory Revenue_ Phased issuance of debt and actual market
rates are expected to resu_ in sub_anti_ly higher coverage.

HISTORICAL STATUTORY REVENUES AND COVE.RAGE OF

COVENANTED MAXIMUh/_ QUARTERLY DEBT SERVICE
_ mimon_

Augu_ through November through February through
O_ober January April May through Ju_

Year

Ending

Ju_ 31 Revenue Coverage Revenue Coverage Revenue Coverage Revenue Coverage

1988 $1,091 3.3x $1,108 3.4x $935 2.8x $777 2.4x
1989 1,105 3.3x 1,102 3.3x !, 159 3.5x 998 3.0x
1990 1,007 3.1x 1,270 3.8x 1,150 3.5x 1,062 3.2x
1991 1, i60 3.5x 1,311 4.0x 1263 3.8x 933 2.8x
1992 1 233 3.7x 1,273 3.9x 1,463 4.4x 1,083 3.3x
1993 1 308 4.0x 1,652 5.0x 1A 19 4.3x 1,041 3.2x
1994 1 293 3.9x 1,6i 8 4.9x 1,558 4.7x 1,307 4.0x
1995 1 444 4.4x 1,755 5.3x 1,683 5.1x 1,361 4. Ix
1996 I 480 4.5x 1,745 5.3x 1,798 5.4x 1,533 4.6x
1997 1 587 4.8x 1,909 5.8x 2,064 6.3x 1,532 4.6x
1998 ! 619 4.9x 2,156 6.5x 2,398 7.3x 1,698 5. Ix
1999 i 903 5.8x 2,442 7.4x 2,462 7.5x 1,853 5.6x
2000 1 919 5.8x 2,676 8.1 x 2,563 7.8x 1,884 5.7x
2001 2 038 6.2x 2,779 8.4x 2,653 8.0x 1,944 5.9x

Source: NYC OMB. All figures shown herein are c_cd_ed on a cash basis.

Servicing

Personal Income Tax Collection

The New York State Depa_ment of Taxa_on and Finance c_s the Personal Income Tax _om

employers and _d_u_ taxpayers and repots the amount of such funds to the St_e Comptrol_ who

holds such collections net of overpaymen_ and adm_afive costs in trust for the Authority. The
amount of overpaymen_ and admini_r_ive costs paid by the State Comptr_ler out of gross Personal

Income Tax c_ctions has averaged 10.1% of the annual col_ctions over the last five fisc_ years. The
State Comptroller _ required by the Ac_ commen_ng on or before the fifteenth day of each month, to

pay the Personal Income Tax Revenues on a daily basis d_e_ to the Tru_ee for appl_ation in
accordance with the Indentur_ While the State Comptroller is required by statute to _ansfer the Personal

Income Tax Revenues on or prior to the fifteenth day of each month, the usual pra_ice of _e S_te
Comptroller is to transfer such funds commenc_g on the first day of each month. For more information

regarding the ap_ation of Statutory Revenues upon receipt by the Tru_e_ see "Ap_n of
Revenues" b_ow. Payments of the Personal Income Tax Revenues by the State Comptr_ier to _e
Autho_ty a_ not su_e_ to State or City approp_n.

Sales Tax Col_n

Safes Tax is col_ed by vendors and serv_e prov_ers in the City and remi_ed to the New York
St_e Depa_ment of Taxation and Finance month_, qua_erly or annually based on the volume of sales.
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The New York State Depaament of Taxation and Finance repots the amounts of such c_ctions to the
State Comptr_ler. The State Comptrol_r is required to hold Mmo_ _! of the Sales Tax c_cfions
(approxim_ely 96% annually) in a separate account w secure paymen_ required for MAC Funding
Requi_me_s _he "MAC pledge"). Sales Tax c_cfions su_e_ lo the MAC pledge are su_e_ to St_e
appropri_ion but not City appropriation. While MAC debt is out_andin_ MAC is required to repo_
each qua_er what potion, if any, of the money held by the State Comptroller in such separate account is
needed by MAC as the MAC Funding Requirement. In the event the Mayor of _e City ce_ifies to the
State Comptroller that Pe_on_ Income Tax Revenues are preened to be insuffic_nt to prov_e m least
150% of maximum annual debt serv_e on Outs_nding Bonds and Subord_e Bonds, the A_ requires
the State Comptroller to pay to _e Authority _om Sales Tax co[_ctions av_b_ after paymen_ to MAC
and the deduction of certain admin_ative co_ tog_her with the portion of the Sales Tax not su_e_ to
• e MAC pledge or St_e or City appropriation (approxim_ely 4% annu_iy), an amount necessary to
prov_e _ lea_ 150% of maximum annu_ debt service on the Authority's Bonds and Subordinate Bonds.
In the event Pe_onal Income Tax Revenues are preened to provide coverage of _ lea_ 150% of
maximum annual debt service on the Bonds and Subordinate Bond_ no S_es Tax Revenues will be p_d
by the State Comptr_ler to the Authority. See "Agreemen_ of the Stme and the City" below. Upon the
payment in full of all out,analog MAC Funding Req_rement_ Sales Tax col_ction_ _ req_ will be
available to be p_d to the Author_ will no longer be su_e_ to State appropriation and will not be
su_e_ to City appropri_ion. For information _garding the MAC _edg_ see "S_es Tax--MAC
Funding Requirements" be_w. The AuthorRy has in,rutted the Sta_ Comptroller to pay S_es Tax
Revenues dire_ to the Tru_e_ if require_ for appi_ation in accordance w_h the Indenture. For more
_formation regarding the application of Statutory Revenues upon receipt by the Tru_e_ see "--
Appl_ation of Revenues" below.

Person_ Income Tax

For purposes of this Offering Circdar the term "Pe_onfl Income TaC' means the tax imposed by
the City as authorized by the State on the _come of City _fide_s and, while ap_able, on non_fident
earn_gs in the City. Personal _come Tax co[_ction_ n_ of overpaymen_ and adm_ative co_s
required to be paid, are _ed to herein as "Pe_onal Income Tax Revenues" and are Revenues of the

AuthorRy when they are p_d or payable to the Tru_ee. For information regarding assumptions relating
to Personal Income Tax Revenue_ see "---Statutory Revenues."

The Pe_onal Income Tax was origin_ adopted in 1966 by State _fl_n _lowing the City to
impose a tax on the income of City refiden_ and on nonresident earnings in the City. The Pe_onfl
Income Tax is composed of several component_ which St_e laws authorize the City to impose. Some of
• ese componen_ have required renewals in _e pa_ and will require renewals in the fu_re. The A_
prov_es th_ noth_g contained therein re_ficts the right of the S_te to amend, modify, repefl or
otherwise alter _utes imposing or rel_ing to the Personal Income Ta_ but such taxes payable to the
Authority shall in all even_ continue to be so payable so long as any such taxes are imposed. The
Personal Income Tax for 2001 is imposed on residents according to a schedule with a cu_ent maximum
rate of3.315% _he "Cu_ent Base R_C'). A State rebate program lowe_d the Cu_ent Base Rate in fiscal
yea_ 1999, 2000 and 2001. In addition, Pe_on_ Income Tax paid by City residen_ is su_e_ to a 14%
surcharge _he "14% Su_hargC) _ is imposed on lhe Current Base Ra_ and is authorized by the S_
and enac_d by the City. For tax year 2001, the 14% Surcharge has been reduced and restructured and the
maximum Cu_ent Base Rate was reduced such that the Cu_ent Base Rate plus the 14% Surcharge on
City residents ranges _om 2.684% to 3.592% oftaxab_ _come.

The St_e laws which authorize the Cu_em Base R_e an schedded Io expire on December 31,
2003, at which time a lower rme schedu_ _he "Reduced Base R_) with a maximum rate of 1.61% is to
become effective. The Reduced Base Rate is not su_e_ to renew_ but is schedu_d to decline on
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January 1, 2005 so that the maximum rate would be 1.50%. The Cu_ent Base Rate, which was
implemented in 1989 has, since such time, been schedu_d to decline to the Reduced Base Rate on several
occasions but such scheduled reductions did not occur because the Cu_ent Base Rate was extended. The

State previously authorized, and the City imposed, a Pe_on_ Income Tax surcharge of approximately
12.5% _he "12.5% SurchargC_ which expired in December 1998. The Stale law that authorizes the 14%
Surcharge is scheduled to expire on December 3 I, 2003 if not extended beyond that date.

If the 14% Surcharge were not extended beyond December 31, 2003, there would be losses of
revenue e_imated at $199 million and $434 million in fiscal yeats 2004 and 2005, respectively. In the
event that the Cu_ent Base Rate declines to the Reduced Base Rate after December 3 l, 2003 and the 14%
Surcharge is not extended beyond 2003, Statutory Revenues wou_ exceed Covenanted Maximum Annu_

Debt Service by $5.4 billion and $5.5 billion in fiscal yea_ 2004 and 2005, respectively.

Although the Pe_onal lncome Tax rates and schedules have changed numerous times and the
City has experienced several economic cycles since the tax was enacted, historically Personal Income Tax
Revenues have _eadily increased. Personal Income Tax Revenues were approximately $130 million in
fisc_ year 1967. The compounded annual growth rate of Person_ Income Tax Revenues from fisc_ year
1980 to fiscal year 2000 was approximately 9.1%. Prior to the te_o_ a_ack on the World Trade Center

on September 11, 2001, Pe_onal Income Tax Revenues were projected to fall below 2001 _vds.in fiscal
year 2002 due to tax reductions described above, _dud_g the STAR Program, the dimination of the
12.5% Surcharg_ the repeal of the non-resident income tax, the reduction and re_ructuring of the 14%
Surcharge beginn_g in tax year 2001 and the fuaher reduction of the 14% Surcharge beginning in tax
year 2002. The following table shows Pe_onai Income Tax Revenues for fiscal yea_ 1980 through 2001
and foreca_ed Pe_onal Income Tax Revenues for fiscal yea_ 2002 through 2005.

HISTORICAL AND FORECASTED PERSONAL INCOME TAX REVENUES
($ miil_ns)

Fiscal Year Personal Income Fiscal Year Personal Income
Ending June 30 Tax Revenues Ending June 30 Tax Revenues

1980 ....................... $ 879 1993 ........................................... $ 3,477
1981 ........................................... 1,018 1994 ........................................... 3,564
1982 ........................................... 1,159 1995 ........................................... 3,585
1983 ........................................... 1,331 1996 ........................................... 3_07
1984 ........................................... 1,547 1997 ........................................... 4,376
1985 ........................................... 1,740 1998 ........................................... 5,147
1986 ........................................... 1,816 1999 ........................................... 5,462
1987 ........................................... 2,160 2000 ........................................... 5,528
1988 ........................................... 2,092 2001 ........................................... 5,771
1989 ........................................... 2,448 200_ _)........................................ 5,040
1990 ........................................... 2,551 2003 t_)........................................ 5,375
1991 ........................................... 2,784 200_ _)........................................ 5,747
1992 ........................................... 3,232 2005 o) ........................................ 6,163

Source: NYC OMB. All figures shown herein _e c_cul_ed on a cash basis.

_) As fo_ca_ed by NYC OMB as set fo_h in _e City Financial Plan. For _formation _garding pr_e_ion
assumptions and the ex_rat_n of potions of_e Pe_onal Income Tax and Sales Tax during the fo_ca_ period,
see "-- St_mory Revenueg' and " -- Pe_on_ Income Ta_' and " -- S_es Tax." The fomca_s contained
herein were made prior to the Se_ember 11 auack on the World Trade Cemer and have not been _vised to
reflect changes _m may occur as a _suR of_ event.
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For fiscal years 1995 through 2000, an average of 75% of Personal Income Tax Revenues was

col_ed _rough mandatory wi_hoM_g by employe_ as a pe_entage of wage _come paid to
em_oyee_ For fiscal year 2000, $3.9 billion of the Personal Income Tax Revenues was col_ed

• rough w_hho_g_ Sta_ law _qui_s mo_ emp_yers to remit to the New York St_e Depaament of
Taxation and Finance amounts wRhheld _om _come paid to employees wRhin three business days of
such payment. For fiscal years 1996 through 2001, appro_m_e_ 15% of Pe_onal Income Tax
Revenues was collected _om taxpaye_ through quavery _stallment payments on non-wage income and
sel_emp_nent earnings, and approxim_ely 8% of Pe_onM Income Tax Revenues was collected _om

taxpaye_ following the end of each tax year based on the filing of final tax returns.

Sales Tax

For purposes of this Offering Circular the _rm "Sales Tax" means the 4% tax on the s_e and use

of tan_Ne pe_on_ property and services in the City cu_ent_ imposed by the Stme until such time as
MAC Funding Requ_ements (as defined below) have been paid in full and therea_er means the similar

tax imposed by the CRy. The term "Sales Ta_' also includes a sales and compensating use tax imposed
by the City as authorized by the State. Sales Tax Revenues do not include th_ potion of the Sales Tax
collections required for the MAC Funding Requi_ment_ For information on assumpt_ns rel_ing to
projections of Sa_s Tax Revenue_ see "-- Statutory Revenues" above.

The Sales Tax is levied on a variety of economic activities including retail sales, utility and
commun_ation sales, serv_es and manufacturin& In addition, the Sales Tax includes a 6% tax on
receipts from parking, garaging or _oring motor vehicles in the City.

Sales Tax Revenues (except for the col_cfions derived _om the Sales Tax imposed by the City)
are su_ect to appropriation by the State Legislature but are not subject to City appropriation. The
obligation of the State to pay such amounts is su_ect to, and dependent upon, the making of annual
appropriations therefor by the State Legi_ature and the av_labiiRy of money to fund such payments.
Approximately 4% of S_es Tax Revenue_ derived _om the S_es Tax imposed by the City, are not
su_ect to the prior pledge to MAC and are not su_ect to State or City appropriation.

On July 1, 2008, or earlier if all MAC Funding Requirements are met prior to July 1, 2008, the
Sales Tax imposed by the State will expire, and the Sales Tax imposed by the City will again be in effect.
Under cu_ent law, at such time, Sa_s Tax Revenues payable to the Authority will no longer be subject to
State appropriation and will not be subject to appropriation by the City.

Due to the expiration of ce_n State leg_lation, the City-imposed Sales Tax would, under
cu_ent law, take effect at the rate of 3% on July 1, 2008. The projections herein assume the renew_ of
the City's authority to impose an addition_ i% sales tax so that the Sales Tax will remain at the rate of

4% and include the exemption on sales up to $110 for clothing and shoes that commenced March 1, 2000.
There can be no assurance that the CRy will receive such authorization.

The Act does not restrict the right of the State to alter or repeal the statules imposing or relating to
the Sales Tax.

Fnd/g

From 1934 to 1974, the CRy was authorized pursuant to State laws to impose the Sales Tax.
Upon the establishment of MAC in 1975, the City's authority to impose the Sales Tax was suspended. A
similar tax was imposed by the State to provide funds to pay for certain obligations of MAC. MAC is
required to ceaify to the State Comptroller each quaaer what potion, if any, of the Sales Tax coiMcfions
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is needed by MAC to make paymen_ on all of i_ out_anding debt obligations and ks other expenses net
of any other moneys MAC has available to it to pay such amounts (c_ctively, the "MAC Funding
Requirement_3. MAC has the right to rec_ve S_es Tax c_le_ions to s_isfy the MAC Funding
Requirements before Sales Tax collections (other than thin poaion of the Sales Tax imposed by the City)
an av_e to pay Debt Service.

Cu_entl_ MAC has appro_m_e_ $2.9 billion of debt obl_ations outstanding. MAC's
borrowing capacity (other than for refunding purposes) is capped at i_ level ofcu_ent_ outstanding debt.
MAC's out_anding debt oNig_ns are schedu_d _ mature on or before Ju_ 1, 2008 and St_e law
requi_s th_ any add_on_ debt oN_ns issued by MAC mu_ m_ure no later than July 1, 2008.
There can be no assurance that the State law which au_odzes MAC will not be amended to increase the

amount of debt MAC is authorized to issue or to extend the date by wh_h MAC debt is required to
m_ure. In the event of such a_ion_ the pledge of Sales Tax c_ions to MAC could extend beyond
July 1, 2008 and the amount of Sales Tax c_ns paya_e to MAC could increase.

Upon payment in full of all of the MAC Funding Requkement_ Sales Tax colleens will not be
su_e_ to the MAC p_dge and will net be su_e_ to appropriation by the S_ or the City.

Sales Tax Collections Net of MAC Funding Requirements

The compounded annu_ growth rate of Sales Tax Revenues from fiscal year 1980 to fisc_ year
2000 was 7. i%. The table below shows hi_oric_ gross Sales Tax col_ctions for fiscal years 1980
_rough 2001 and fo_cas_d Sales Tax c_n_ projec_d MAC Funding Requirements and Sales Tax
Revenues for fiscal years 2002 _rough 2005.
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HISTORICAL AND FORECASTED SALES TAX COLLECTIONS AND SALES TAX
REVENUES TO THE AUTHORITY NET OF MAC FUNDING REQUIREMENTS ¢'

($ million_

Gross S_es

Tax MAC Funding Sales Tax
Fiscal Year Ending June 30 Col_cfions Requirements _2) Revenues
1980 ...................................... $ 1,142 $ 342 $ 800
1981 ...................................... 1,311 367 944
1982 ...................................... i,415 392 1 023
1983 ...................................... 1,515 432 1 083
1984 ...................................... 1,686 564 1 122
1985 ...................................... 1,828 570 1 258
1986 ...................................... 1,909 235 1 674
1987 ...................................... 2,081 550 1 531
1988 ...................................... 2,251 428 1 824
1989 ...................................... 2,340 515 1 825
1990 ...................................... 2,446 522 I 924

1991 ...................................... 2,385 449 1,936
1992 ...................................... 2,335 540 1,795
1993 ...................................... 2,338 370 1_68
1994 ...................................... 2,492 354 2,138
1995 ...................................... 2,646 29 2,617
1996 ...................................... 2,759 132 2,627
1997 ...................................... 2,935 264 2,671
1998 ...................................... 2,973 304 2,669
1999 ...................................... 3,242 0 3,242
2000 ...................................... 3,433 0 3D33
2001 ...................................... 3,714 0 3,714
20020) ................................... 3,740 0 3,740
2003 _) ................................... 3,929 490 3,439
200_ n ................................... 4,061 489 3,572
2005 °) ................................... 4,174 490 3,684

NYC OMB. All figures shown herein are calculated on a cash basis.
in_rmation _g_ding pr_e_ion _sum_n_ see"- _u_ry Revenues."

Funding Requ_eme_s for fiscal yea_ 2006-2008 are preened as of June 13, 2001 to be $492 mill_
mill_n and $220 mill_ _spe_e_. Suchprojections do nottake into accountany othermoneys MAC

have av_e to make such paymemsbut do mke into accou_ payme_s from the Ci_ to MAC _r MAC
bonds _r which MAC does not r_n SMesTax Revenues. There was no MAC FundingReq_mme_

1999, 2000 and 2001 and there is not expe_ed to be a MAC FundingRequimme_ _r 2002 because such
requi_men_ were or are expe_ed m be prep_d from_e Ci_'s Gener_ Fund.

_mc_d by NYC OMB. The pr_ections and _c_ co_ained herein were made prior to the
Se_emb_ 11 a_ack on _e World Trade Cen_r and have not been revised to reflect changes _ may occur as

resu_ofth_ evenL
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ApO_afion of Revenues

Upon receipt of (i)Pe_on_ Income Tax Revenues and (ii)Sales Tax Revenue_ if any are
requi_d to be paid to the Authority, the Tru_ee mug deposit such amounts into the C_cfion Account
held by the Tru_ee. All Revenues in the C_n Account sh_l be applied upon receipt by the Tru_ee
in the fol_w_g order of pr_rity: firs_ to the Bond Account or Redemption Account to pay Senior Debt
Service in accordance with the Retention Procedures described below; secon_ to the Authority's
operating expense_ _dud_g deposiB to the Redempt_n Account for opt_n_ redemption of the Senior
Bond_ _ an% and any reserves hdd by the Au_ority for payme_ of operating expenses; third, to the
Recovery and Parity Debt Account or otherwise for the benefit of noteholder_ Subordin_e Bondholders

and pa_ies to an_llary and swap con_acB (other than Senior Agreements_ to the extent such
Supplemental Indentures may requi_ ap_n of Revenues to pay items after paymen_ of Debt
Service and oper_ing expenses; andfou_& to the City as soon as av_iab_ but not later than the la_ day
of each month, excess Revenue_ free and clear of the lien of the lndentu_.

The chaa on the following page illu_rates the collection of Statutory Revenues (as described
under "--Servicing" above) and the flow of funds under the Indenture, as described bdow.
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SUMMARY OF COLLECTION AND APPLICATION OF STATUTORY REVENUES

State Depa_ment of Taxation and Finance ]

P_son_ IncomeT_ R_s i _s T_ Revenues*

AuthorRy Tru_ee I

1

_Q _ Au_°_E_penOses2perafing I

_ _[ The C_y of New York

* S_es Tax Revenues are av_b_ to the Authority on_ in the event th_ preened Personal Income Tax
Revenues are less than 150% of maximum annum debt service on Out_anding Bonds and Subordin_e Bonds of

_e Authofity. The Au_ofity's fight !o rec_ve Sal_s Tax cd_ns is subord_me to th_ of MAC for payment
of MAC Funding Req_rement_ Under exiting law, MAC's outs_nd_g debt m_ures no l_er than on Ju_ l,
2008 and iB bo_ow_g capacity (other than for refund_g purpose_ _ capped _ the _vel of cu_ently
ouB_nding debt. A sm_l amount of S_es Tax colleens (approximate_ 4%) _ not pledged to MAC and will
flow dire_ to the Tru_ee, if needed.

t_ Revenues will be r_ained by _e Tru_ee for the payment of Senior Debt Serv_e 0ndud_g pfincip_ of and
in_g on Out_and_g Senior Bonds and for the payment of Senior Agreement providers, if any), in
accordance with the Re_nt_n Procedures d_ai_d below.

_ A_er Revenues are r_ned by the Tru_ee for the payment of Senior Debt Service such Revenues are p_d to
the Authority for i_ oper_g expenses.

_3_ After payment of Authority operm_g expense_ Revenues are applied for the benefit of notehoider_
Subordin_e Bondho_ers and pa_s to andl_ry and swap co_ra_s.
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R_enfion Pro_du_s

A quaaedy retention mechanism has been adopted by the Au_odty to provide for payment of
Debt Service. For each three-month period commen_ng Augur, Novembeq February and May (each
such period, a "Col_cfion Quaaer'_ the Trus_e shall begin on the fi_t business day of the fi_t month of
each C_cfion Quaaer to wansfer Revenues from the C_ction Account to the Bond Account (or the
Redempt_n Account as dire_ed by the Authority) in an amount equal to one-half of Quarterly Senior
Debt Service due in the _re_month period commenc_g NovembeL February, May and
Augu_ fol_w_g such C_cfion Quaaer (each such period, a "Payment Period"). The total amount due
in each Payment Period is the Quarterly Payment Requirement. On He fir_ business day of the second
month of each C_n Qua_er He Tru_ee will resume or continue to _ans_r Statutory Revenues _om
the C_ction Account to the Bond Account until there is on deposR in the Bond Account, or the
Redemption AccounL as the case may be, the Quavery Payment Requi_ment. During the third month of
each C_ction Qua_e_ if there is less than the Quaaedy Payment Requirement on deposR in the Bond
AccounL or the Redemption AccounL as the case may be, the Tru_ee will continue to wans_r Statutory
Revenues _om the Col_ction Account to the Bond Account untii there is on deposk therein the Quaaedy
Payment Requirement. The obl_ations of the Ttu_ee for paymen_ to be made _om the C_n
Account to the Bond Account shall be cumuhtive so _m any shoaage in the firm month of the Col_ction
Quaaer will become pa_ of_e funding obl_ations in the second month of the C_n Quaaer and, if
necessary, the third month of the C_n Quaaer.

The initial Col_n Qua_er for the Series 2002 B Bonds will commence on February I, 2002
and the initial Payment Period for the Series 2002 B Bonds will commence May I, 2002.

After all paymen_ are made to the Bond Account and Redemption Account, as described above,
and for Authority operating expense_ money on depos_ in the Col_ction Account will be used in the
following order of priority: for the payment of the Authority's operating expenses; for the benefit of
subordinate bondholder_ noteholde_ or contact pa_s; and as soon as pract_abl_ but not later than the

la_ day of each month, money on depos_ in the Coi_ction Account will be _ansfe_ed to the City _ee
and clear of the lien of the Indenture. Before the beginning of each fiscal year and each month during
such fiscal yea_ the City will provide the Authority with a schedule of forecasted collections of Statutory
Revenues. The Authority expects that the Qua_erly Payment Requirement and payment requirement for
Quavery Subordinate Debt Serv_e will be provided from Statutory Revenues during the appl_ab_
Col_ction Qua_e_ Howeve_ in the event projected collections _om the Statutory Revenues are
antic_ated to be _suffident during any Col_cfion Qua_er to completely provide for the Qua_erly
Payment Requirement or Qua_erly Subordinate Debt Servic_ the Tru_ee is required to wRhhold
addition_ Statutory Revenues in subsequent Collect_n Qua_e_. See "APPENDIX A -- SUMMARYOF

INDENTURE AND AGREEMENT---AppI_ation of Revenues."

Agreemen_ of the Sta_ and the City

In the AcL the State pledges and agrees with the holders of the Bonds that the State will not limit
or alter the rights vexed by the Act in the Authority to fulfill the terms of any agreemen_ made with such

holde_ pursuant to the AcL or in any way impair the righ_ and remedies of such holde_ or the security
for the Bonds until the Bonds are fully paid and discharged. The Act provides that nothing therein
re_dc_ the right of the State to amend, modify, repeal or otherwise alter statutes imposing or relating to
the Personal Income Tax, but such taxes payable to the Authority sh_l in all events continue to be so
payable so long as any such taxes are imposed.

In addition and in accordance w_h the Act, the State pledges and agrees with the holders of the
Bond_ to the extent that Personal Income Tax Revenues payable to the Authority during any fiscal year

23



are projected by the Mayor to be insuffic_nt to me_ at lea_ 150% of maximum annual debt serv_e on

the Bonds and Subordinate Bond_ then Out_anding the State Comptroller shall pay to the Authority
from Sales Tax Revenues such amount as is necessary to provide at lea_ 150% of such maximum annum
debt service on the Outstanding Bonds and Subordinate Bonds; provided, howeveL that such amoun_ are
su_ect to State appropriation until the MAC Funding Requirements are paid in full. See "--Sales Ta_'
above. The State is not obligated to make any addition_ payments or impose any taxes to satisfy the debt
service obligations of the Authority. The Am does not re_fict the right of the State to alter or repeal the
statutes imposing or relating to the Sales Tax.

In accordance with the Ac_ the City will pledge and agree with the holde_ of the Bonds that the
C_y will not limit or aRer the rights vexed by the Act in the Authority to fulfill the terms of any
agreemen_ made with such holders pu_uant to the Act, or in any way impair the righ_ and remedies of

such holders or the security for the Bonds until the Bonds are fully paid and discharged. Nothing
cont_ned in the Act or the Agreement re_ficts any right the City may have to amend, modify, repeal or
otherwise alter local laws imposing or relating to the Pe_onal Income Tax Revenues payable to the
Authority so long as, after giving effe_ to such amendment, modification or other Mteration, the amount

of Statutory Revenues projected by the Mayor to be available to the Authority during each of _s fiscal
yea_ following the effective d_e of such amendment, modification or other aReration is not less than

150% of maximum annual debt service on Outstand_g Bonds and Subordinate Bonds of the Authority.

The Bonds are not a debt ofeRher the State or the City, and neither the State nor the City is liable
thereon.

The covenants of the City and the State described above shall be of no force and effect wRh

respect to any Bond if there is on deposit in _u_ with a bank or _u_ company suffic_nt cash or
Defeasance Collateral to pay when due all princip_ o_ appl_able redemption premium, if any, and
intere_ on such Bonds.

SECTION III: ECONOMIC AND DEMOGRAPHIC STATISTICS

This section presents information regarding ce_ain of the m_or econom_ and demographic
facto_ in the City which may affect the Statutory Revenues of the Authority. All information is
presented on a cflendar year basis unless otherwise indicated. The data set fo_h are the latest av_lab_.

Sources of information are intimated in the lext or immediatdy following the tables. Although the
Authority considers the sources to be rdhbl_ the Authority has made no independent verification of the
information presented herein and does not wa_ant hs accuracy.

New York City Economy

The City has a highly diverfified economic base, with a substauthl volume of business activity in
the servic_ who_sMe and retail _ade and manufacturhg indu_ries and is the location of many securRie_
banking, law, accounting new media and adve_ifing firms.

The City is a m_or seapo_ and focal point for internation_ business. Many of the m_or
corporations headqua_ered in the City are multinationM in scope and have exten_ve foreign operationg
Numerous foreign-owned compan_s in the United States are also headquartered in the City. These firms,
which have increased in number sub_autiMiy over the pa_ decade, are found in all sectors of the City's
economy, but are concen_ated in _ade, manufacturing sales office_ tourism and finance. The City is the
location of the headquarte_ of the United Nation_ and several affiliated organizations m_ntain their
principal offices in the City. A large diplomatic community exits in the City to staffthe 186 missions to
the Un_ed Nations and the 96 foreign consulates.
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Econom_ activity in the City has exper_nced periods of growth and recession and can be
expected to experience periods of growth and recesfion in the future. Changes in the econom_ activity in
the City, pa_icularly employment, per capita personal income and retail sales, may have an impact on the
Statutory Revenues. From 1969 to 1977, the City experienced declines in employmenq but from 1978 to
1987 the City experienced s_ong growth in job_ especially in the City's finance, insurance and real e_ate
("FIRE'3 sector due in large pan to lower infl_ion, lower intere_ rates and a strong securities market.
Beginning in 1988, employment growth in the City slowed, and in 1990 the City experienced job losses,
although the U.S. economy expanded during that period. During 1991 and 1992, employment levels in
the City continued to decline. In recent years the City has experienced increases in employment. Real
per capita person_ income (i,e., per capita pe_on_ income adjured for the effects of inflation and the
differenti_ in living co_s) has generally experienced fewer fluctuations than employment in the City.
A_hough the City period_flly exper_nced declines in refl per cap_a personfl income between 1969 and
1981, real per capita personal income in the City has gener_ly increased _om the mid-1980s until the
presenL In nearly fll of the years between 1969 and 1990 the City exper_nced s_ong increases in ret_l
sales. Howeve_ from 1991 to 1993, the City experienced a weak period of retail sales. Since 1994, the
City has returned to a period of growth in retail s_es. Overfll, the City's economic improvement
accelerated fignificantly between 1997 and 2000. Much of the increase can be _aced to the performance

of the secur_ies indu_ry, but the City's economy also produced gains in the retail trade sectog the hotel
and tourism indu_ry, and business services, with private sector employment growing rapidly. The C_y's
Financial Plan assumes that econom_ growth, aRer slowing in the la_ quaaer of calendar year 2000 and
in calendar year 2001, will begin to recover in calendar year 2002. Howeve_ there can be no assurance
that the econom_ projections assumed in the City Finan_ Plan will occur or that the tax revenues
projected in the City Finan_ Plan to be received will be received in the amounts anticipated. The
economic projections in the City Financ_l Plan were made prior to the September I 1 attack on the World
Trade Center and have not been revised to reflect changes that may occur as a resuR ofth_ evenL

Pe_on_ In.me

Per cap_a personal income for City _dent_ una_u_ed for the effects of infl_ion and the
diffe_nti_ in living cog_ has _eadily increased from 1989 to 1999 _he mo_ recent year for which City
pe_on_ _come d_a are av_lable) and is higher than _e average for the Un_ed St_es. From 1989 to
1999, per cap_a pe_on_ income in _e City averaged 5.3% growth compared to 4.6% for _e nation. The
fol_wing tab_ se_ fo_h _cent inform_n _gar_ng person_ _come in lhe City.
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PERSONAL INCOME IN NEW YORK CITY ¢_

Total NYC

Personal Per Cap_a Per Cap_a Per Cap_a
Income Personal Personal NYC as a

Year ($ bill_n_ Income NYC Income U.S. Percent of U.S.
1989 .................................. 168.2 $ 22,909 $18,571 123.4%
1990 .................................. 182.3 24,895 19,588 127.1
1991 .................................. 186.8 25,577 20,099 127.3
1992 .................................. 199.7 27,331 21,077 129.7
1993 .................................. 202.9 27,677 21,709 127.5
1994 .................................. 208.6 28,416 22,565 125.9
1995 .................................. 22 ! .9 30,192 23,543 128.2
1996 .................................. 236.6 32,147 24,630 130.5
1997 ......................... 245.3 33,228 25,851 !28.5
1998 .............. 26 !. 1 35,266 27,292 129.2
1999 ............... 278.1 37,435 28,508 131.3

Sources: U.S. Depaamem ofComm_c_ Bu_au ofEconom_ An_ysis and he Bu_au of the Censu_
I_) In cu_em dollar. Pe_on_ Income is based on the place of residence and is measured _om income which

includes wages and s_afie_ o_er labor incom_ propri_o_' incom_ pe_on_ dividend incom_ personal
im_t incom_ rental _come ofpe_on_ and _ans_r paymems.

Sectoral Di_bufion of Employment and Income

In 200_ the City's serv_es employment sector hit an all4ime pea_ providing more than 1.4
million jobs and accounting for 39% of total employment. Figures on the se_oral dis_ibufion of
emp_yment in lhe City reflect a s_nificant shift to non-manufacturing emp_ymeng particularly to lhe
areas of services and FIRE, and a shrining manufa_uring base in the City relative to the nation.

The structural shi_ _om manufa_uring to the services and FIRE sectors affects the level of

earnings per emp_yee because emp_yee compensation in finance and rel_ed business and pro_ssional
services is cons_era_y higher than in manufacturing. Moreove_ per emp_yee earnings in the FIRE
sector are _gnificantly higher in the City than in the nation. From 1979 to 1999, the emp_yment share
for FIRE rem_ned approxim_ely 13% in the City while the FIRE sector earnings share for the same
period rose from _pproximately 17% _o approxim_dy 32% in the City. This shift in emp_yment and
earnings di_ribut_n toward the FIRE sector was more pronounced in the City than in the nation over_l,
as indica_d in the table below. Due to this shi_ in earnings di_fibution, sudden or large shocks in the
financial markets may have a dispropo_ion_ely adverse effe_ on _e City relative to the nation.
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A comparison of the C_y's and the nation's employment and earnings by industry is set foah in

the following table.

SECTORAL DISTRIBUTION OF EMPLOYMENT AND EARNINGS _

Employment Earnings _
1979 1999 1979 1999

NYC U.S. NYC U.S. NYC U.S. NYC U.S.
Sector
Private Secto_

Non-Manufacturing:
Services ................................... 26.2% 19.1% 38_% 30.3% 25.2% 17.9% 32.8% 29.1 _
Wholesale and Retail Trade ........ 18.9 22.5 16.8 23.1 15.3 16.8 9.6 15.3
Finance, Insurance and Real E_at_ ....... 13.1 5.5 !3.4 5.9 16.6 5.8 3 ! .6 9.2
Transpo_ation and Public Utilities .......... 7.9 5.7 5.7 5.3 10.3 7.5 5.4 6.8
Contact Construction .............................. 2.2 5.0 3.2 5.0 2.5 6.7 2.6 5.9

Mining ......................... ,. 0.0 i.1 0.0 0.4 0.7 1.8 0.4 0.8

Total Non-Manufacturing ........................ 68.3 58.8 77.4 69.9 70.7 56.5 82.3 67. i
Manufacturing:
Durab_ .................................................... 4.7 14.2 1.7 8.6 39 16.2 1.3 10.2
Non-Durable ............................................ I 1.1 9.3 5.2 5.8 9.9 9.0 5.3 6. I

Total Manufacturing ................................ 15.8 23.4 6.9 14.4 13.8 25.2 6.6 16.2
Total Private Sector ............... 84. I 82.2 84.3 84.3 84A 82.1 88.9 84.0
Government _3)............................ 15.9 17.8 15.7 15.7 15.6 17.9 11.1 16.0

Sources: The two primary sources of employment and earnings information are U.S. Depa_ment of LaboL Bureau
of Labor Stati_ and U.S. Department of Commerc_ Bureau of Econom_ An_ysis.

Note: Tot_s may not add due to rounding.
_t) The sectoral dis_ibufions are obt_ned by dividing each industry's employment or earnings by total non-

agricultur_ employment or earnings.
_ Includes the sum of wage and salary disbursement_ other labor _com_ and proprietors' income. The latest

information available for the City is 1999 data.
_ Excludes military establ_hments.

Emp_yment Trends

The City is a _ading cen_r for the banking and securers _du_ry, life insurance,
commun_n_ punishing, fash_n design and retail fields. From 1993 to 2000, the City exper_nced

s_nificant pfiv_e se_or job growth with the addition of mo_ than 44_000 new pdv_e se_or jobs (an

average growth r_e of 22%). Over the la_ seven years, the City has experienced ks Ionge_ period of
consecutive annual em_oyment growth since the 1950s. This contrasts with the approximate_ 9% loss

in the City's employment base during 1989-1992. As of Se_ember 2001, total em_oyment in the City
was approximate_ 3,734,800 compared to appro_mate_ 3,722_00 in September 2000.
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The table below shows the di_fibufion of employment _om 1990 to 2000.

NEW YORK CITY EMPLOYMENT DISTRIBUTION

Average Annual Employment 0n thousandO
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

P_vate Sector

Non-Manufac_fing:

Services.. ........................................... 1,149 1,097 1,093 1,116 1,148 1,184 1227 1,275 1,325 1,384 1A56
Wh_es_e and R_I Trade .............. 608 565 546 538 544 555 565 578 590 610 631
Financ_ Insurance and Re_ E_e .. 520 494 473 472 480 473 469 473 483 486 490
Transpo_n and Publ_ Utilities... 229 218 205 203 201 203 205 206 206 208 211
Con_ruction ...................................... 115 100 87 86 89 90 91 94 102 114 122
Toml Non-Manufa_uring ................. 2,621 2_74 2_04 2_15 2_63 2,505 2,557 2,625 2,707 2,802 2,910
Manufa_urinff
Durable .......................... 88 77 72 71 69 68 66 64 64 63 6 I
Non-Durab_ ..................................... 250 231 220 218 211 206 201 201 195 188 182
Total Manufa_ur_g ......................... 338 308 293 289 280 274 266 265 259 25 ! 242
Total P_vateSector .......... 2,959 2,782 2,697 2,704 2,744 2,779 2,823 2,890 2,967 3,053 3,153
Government. .................................... 608 593 585 588 578 560 546 552 561 567 568

Total ................................. 3,566 3,375 3,282 3291 3,322 3,339 3,369 3A42 3,528 3,621 3,721

Source: U.S. Department of Labo_ Bureau of Labor Stm_fics.

Note: Tot_s may not add due to round_

Taxa_e S_

The Sales Tax is levied on a v_i_y of economic a_ including ret_l s_e_ _ili_ and
commun_ation sal_, _i_s and manu_uring. The _1 taxab_ sales volume h_ g_wn steadily

over the pag 13 yea_, exce_ _r the p_iod from 199 ! to !992, wRh a _owth rate ave_ng ov_ 4%.

The Ci_ is a m_or r_ail wade m_k_ with the g_e_ volume of re_ii sales of any ci_ in the
nation. R_I sales _count _r _mo_ 50% of_e _mi taxable s_es vo_me.
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The following table illustrates the volume of sales and purchases subject to the Sales Tax from
1989 to 1999.

TAXABLE SALES AND PURCHASES SUBJECT TO SALES TAX

($ billions)

UfilRy &
Communication

Yea_ I) Retail _ Sa_ _ Serv_es (4_ Manufacturing Other (s) Total
1989 .......................... $24.5 $7.6 $9.0 $3.8 $7.8 $52.8
1990 .......................... 25.4 8.1 9.2 3.7 7.9 54.4
1991 .......................... 24.0 8.5 9. I 3.3 7.8 52.6
1992 .......................... 23.8 7.3 9.0 3.2 7.9 51.1
1993 .......................... 24.1 9.4 9.1 3,2 8.6 54.5
1994 .......................... 26.2 9.3 10.3 3.3 8.1 57.2
1995 .......................... 27.6 9.0 10.7 3.3 8.9 59.4
1996 ....................... 29. I 9.7 11.4 3.6 9.4 63.1
1997 .......................... 3 ! .5 9.8 13.5 3.9 8.8 67.5
1998 .......................... 33.9 9.8 15.0 4.2 9.3 72.2
1999 .............. 35.0 9.6 16.1 4.2 9.5 74.4

Source: State Depa_ment of Taxation and Finance publ_ation "Taxable Sales and Purchases, County and lndu_ry
Dat_"

o_ The yearly data is for the period from September I of the year prior to the li_ed year through Augu_ 31 of the
listed year.

_1 Ret_l sales include building materifl_ general merchandise, food, auto dealer_gas _ation_ appare|, furniture,
eating and drinking and m_cellaneous retail.

_ Ufil_y and Commun_ation sales include e_ctric _nd gas and commun_ation.
_ Serv_es include business service_ hotei_ person_ service_ auto repair and other services.
_ All other sales include construction, wholesale trade and others.

Population

The City has been the mo_ populous city in the Un_ed States since 1810. The City's population
is almo_ as large as the combined populations of Los Angde_ Ch_ago and Hou_on, the three next mo_
populous cities in the nation.

The following table provides information concerning the City's population.

POPULATION OF NEW YORK CITY

Total

Year Population

1970 .................................................................... _895_63

1980 .................................................................... 7,071,639
1990 .................................................................... 7,322,155

2000 .................................................................... _008,278

Source: U.S. Depa_ment of Commerc_ Bureau of_e Census.
Note: Figures do not _dude an und_erm_ed number of undocumented fl_ns.
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City Infrastructure

On Augu_ 25, 1998, the City Comptroller issued a repoa wh_h esfim_ed th_ the expend_ure of
appro_m_ely $91.83 billion would be requi_d over the next decade to bring the City's _frastruc_re to
a sy_emmic _ate of good _pair and add_ new cap_ needs _ready identified. The City's cu_ent _n-
year capkai _r_egy, togemer with ce_ain other inve_ments no_d in the repot, prov_es approxim_dy
$52.08 billion. The report no_d thin me issue for the City is how best to set priorities and manage limi_d
resources.

SECTION IV: THE BONDS

Gener_

The Tax Exempt Fixed R_e Bonds will be dated the d_e of del_ery, bear interest and m_ure on
the date as set fo_h on the cover and inside cover page of this Offering Ci_ular unless _deemed p_or to
m_u_ty. All of the Series 2002 B Bonds will be issued in book-entry only form.

The Tax Exempt Fixed R_e Bonds will be issued in denomina_ons of $5,000 or any whole
multiple _ereo_ and will bear in_ c_cul_ed on the basis of a 360-day year of 30-day months.

The Bonds are su_e_ to de_asance in accordance wire the Indentur_ See "APPENDIX A --
SUMMARYOFINDENTUREANDAGREEMENT-- THEINDENTURE-- De_asance_

Option_ Redemption

The Tax Exempt Fixed R_e Bonds m_ufing on or befo_ May 1,2011 a_ not redeemable prior
to m_ur_y. The Tax Exempt Fixed R_e Bonds m_u_ng on or a_er May 1, 2012 are redeemab_ prior to
m_urity be_nn_g on November 1,2011 _ the option of the A_hority in whole or in pa_ _ any time, _
the following p_ces exp_ssed as pe_en_ges of me p6n_p_ amount plus accrued in_re_ to me
_dem_n date:

Redemption Pe_od
(B_h Da_s lndus_Q Redempt_n Price

November 1,2011 through O_ober 3 i, 2012 ...................... 101%

November 1, 2012 and _ereafier ....................... 100

Sinking Fund Redemption

The Fixed R_e Bonds m_u_ng on May 1, 2020 and May 1, 2030 are also su_ect to mand_ory
_dempt_n on the dates and in the princip_ amounts shown below _ a Redempt_n Price of par plus
in_re_ accrued to the d_e fixed for redemption.

Bonds Matu_ng May 1, 2020 Bonds Matu_ng May 1, 2030

Year Amount Year Amount
2019 $13_7_000 2027 $2_14_000
2020* _495,000 2028 3_595_00

2029 32,125,000
2030* 5,140,000

* Stated M_urity
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At the option of the Authority, there shall be applied to or credked ag_n_ any of the required
amounts the prin_p_ amount of any such Bonds th_ have been defeased, purchased or redeemed and not
previously so applied or credked.

Debased Bonds shall at the o_ion of the Amhority no longer be entitled but may be su_e_ to
the _ofifions _eof _r mand_ory _dem_ion.

Notice of Redempt_n

Upon receipt of notice from the Au_ority of i_ election to redeem Bonds or when redemption of
Bonds is required pu_uant to _e lndentur_ the Tru_ee is to give notice of such redemption by mail to
the H_de_ of the Bonds to be redeemed at iea_ 30 days prior to the d_e set for redemption. F_lure by a
pa_icular Holder to receive notic_ or any de_ct in the notice to such HoldeL will not affe_ the
_dempt_n of any other Bond.

Payment of Bonds

The Bonds am payable from the Statutory Revenues. For a compile description of the St_ory
Revenue_ see "SEC_ON II: SOURCESOF PAYMENTANDSECU_TY FORTHEBONDS_

Other Se_es

The bonds and Notes of the Authority may be issued only (i) as Senior Bonds (or Notes in
antic_ation thereo0 (x) to pay or reimbu_e Pr_e_ Capi_l Co_s, but (I) not to exceed $12 billion in
issuance amounL measu_d by proceeds to the Amhority, and (II) su_e_ to a $330 million limit on
Qua_edy Debt Serv_e to be payable, or (y) to refund or renew such Bonds or Notes, su_e_ to a $330
million limit on Qua_er_ Debt Serv_e to be payable; or (ii) as Subord_ate Bonds (or Notes in
antic_ation _ereo_, with R_ing Confirmation, but (iii) no Series of Senior Bonds shall be authentic_ed

and delivered wkhout R_ing Confirmation unless the amount collections of St_utory Revenues for the
twelve consecutive calendar months ended not more _an two months prior to the c_cdation d_e less the
aggreg_e amount of oper_ing expenses of the Authority for the cugent fiscal year is at lea_ three times
the amount of annual Debt Service, _c_d_g debt service on the Series of Bonds proposed to be issued,
for each fisc_ year Bonds will be Out_andin_ See "APPENDIX A: SUMMARY OF INDENTURE AND
AGREEMENt"
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Debt Service Requirements for Outstanding Bonds

The following schedule sets fo_h, for each 12-month period ending June 30 of the years shown,

the amoun_ required to be paid by the Authority for 1he payment of debt serv_e on all out_anding Bonds
during such period.

Se_es 2002 B Bonds Debt Servk_ I_

12-Month P_n_pal and Se_es 20_2 B Outstanding Tetal
Pe_od Sinking Fund Interest Bonds Bonds Debt

Ending June 30 In_allments Paymen_ Debt Serv_e Debt Serv_e O_ Serv_e °_

2002 ................... $16,014,047 $1_01_047 $496_26_74 $512A4_520
2003 ........ $2_45_00 34,521,299 49_61 _99 545 _7_23 ! 594_37_30

2004 ............. Z335_00 33,821,029 49,061,029 556_70_58 605,53 !287

2005 ................... 2A25_00 3L988_79 5_723_79 55_842_99 61_56_978
2006 ................... 3,000,000 32_47_79 45_7L379 564,486,472 60_55_851

2007 ......... 3,06_000 31_2L029 4_46Z029 56_72Z296 613,194,325

2008 ................... 3,215,000 3_69_754 44A6_754 56_505_17 61L975_71
2009 ................... 3_75_00 3_147_54 44AI2A54 568266_48 612_78_01

2010 ........ 3,510,000 2_575_04 45_45204 56_01_585 613,661,789

2011 ................... 3_55_00 28_9L004 4&052_04 566,231,782 612_83_86
2012 ............... 3,810,000 27,850,604 4_56_604 564,141,694 60_702298

2013 ................... 3_7_000 27,018,123 44,188,123 564,899,197 609_8Z319

2014 ............... 4_45_00 26,118,338 4_373_38 541_05270 585_78_08
20 i 5 ................... 4,265_00 25,162,808 44,367,808 541 _86_79 585_54_86

2016 ................. 4,495_00 2_095_58 44,160_58 519,951_99 564,112A56

2017 ........ 4,735_00 23,013,801 44,153,801 50&35_712 550,513,513

2018 ................... 4,985,000 21,907,481 44,137,481 48Z76L819 531 _05_00
2019 ............... 5245_00 20,746,781 44,29 !,781 488, I 13, i 50 532_04,93 !
2020 ....... 5,505,000 19,508,031 38_98_31 488_03 _82 527,501,813

2021 ................... 5_85_00 18,261,631 3 E50_631 447,763,522 486,270,153
2022 ................... 6,070,000 I&84_481 3E37_481 393fi4_550 431,924,031

2023 ................... _375_00 15,337,03 i 3_26Z031 37Z834,685 411,096,716

2024 ................... _695_00 13,732,281 38,137,281 354,145,103 392282_84
2025 ................... Z03_000 12,023_31 38_03_31 354_58_67 392,062,598

2026 ................... L38_000 I_205_31 3_635331 354_43_78 394_79209

2027 ................... L75_000 _72Z600 3Z867_00 34_09_550 38_96_ 150
2028 ................... 8,135,000 L27_600 3L865_00 349_51_35 387,116,935

2029 ................... _54_000 _74_850 3Z86_850 232_84_28 27_15_378
2030 ................... 8,99_000 4,134,600 3L85_600 125_4_43 i 163_95_3 !

2031 ................... 9,470,000 1,877,000 39AI7D00 32_97,175 71,714,175

2032 ................... i 0,290,000 !0,290,000

<t_ Figures _fle_ _fimmed de_ _rvice on m_exem_ adjustab_ rate bonds cflcu_d m an assumed in_re_ r_e
of 5% p_ annum and on mxaNe a_ugab_ rme bonds _ an assumed m_ of 7% per annum.
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The proceeds from the sale of the Series 2002 B Bonds will be used, along with other funds of the
Authority, to provide for the payment of the Authority's Fiscal 2002 Series 1 and Series 2 Bond

Anticipation Notes the proceeds of which have been used to finance CRy capital expendRures. Certain
expenses of the Authority incu_ed in connection with the issuance and sale of the Series 2002 B Bonds
will be paid from the proceeds of the Series 2002 B Bonds.

Bond Insurance

The fol_w_g information pe_n_g to MBIA Insurance Corporation _MBIA") has been
supplied by MBIA. The Authority makes no _p_sentation as to the accuracy or adequacy of such
information or as to the absence of mmerhl adverse changes in such information subsequent to the d_e
indicated. Summary of or _nce to the insurance policy to be issued by MBIA is made su_e_ to _1
me d_d pro_s_ns _e_of Io which _nce is hereby made for fu_her inform_n and do n_
purpo_ to be comp_ _emen_ of any of all of such prov_ns. See "APPENDIX D - SPECIMEN
INSURANCEPOLLY."

Concu_ent_ with the issuance of me Bond_ MBIA will issue i_ financial guaranty insurance
policy _he "MBIA Polly") for the Tax-Exempt Fixed R_e Bonds due in 2008, 2009 ($11f15_000),
2011, 2012, 2015 (5¼%_ 2016 (5¼%_ 2017, 2019, 2020 and 2031 _he "MBIAqnsured Bonds"). The
MBIA Policy uncond_ionally and irrevocab_ guarantees the full and compile payment required to be
made by or on beh_fofthe Authority to the Authority's Fisc_ Agent or _s successor of an amount equal
to (i) the principal of (other at the stated m_urity or by an advancement of m_urity pu_uant to a
mand_ory sinking fund paymen0, and intere_ on, the MBIAqnsured Bonds as such paymen_ sh_i
become due but shall not be so paid (except thin in the event of any acceleration of the due d_e of such
principal by reason of mandmory or opt_n_ redempt_n or acce_ration resulting _om defau_ cr
otherwise, o_er than any advancement of m_urity pursuant to a mand_ory sinking fund payment, the
paymen_ guaranteed by the MBIA Policy shall be made in such amounts and at such times as such

payments of prinop_ would have been due had mere not been any such acce_rat_n); and (ii) the
_imbu_ement of any such payment which is subsequently recovered _om any owner of the MBIA-
Insured Bonds pursuant to a final judgment by a cou_ of comp_ent jurisdiction that such payment
con_utes an av_dable preference to such owner wi_in the meaning of any ap_ab_ bankruptcy law (a
"P_rencC3.

The MBIA Policy does not insure again_ loss of any prepayment premium wh_h may at any
time be payable with respect to any MBIAqnsured Bond. The MBIA Policy does noL under any
circum_anc_ insure again_ loss relating to: (i) option_ or mandatory redemptions (other than mandatory
sinking fund redemptions); (ii) any paymen_ to be made on an acce_rated basis; (iii) paymen_ of the
purchase price of MBIA-lnsured Bonds upon tender by an owner thereo_ or (iv) any Preference relating
to (i) through (iii) above. The MBIA Policy also does not insure ag_n_ nonpayment of princip_ of or
intere_ on the MBIAqnsured Bonds resulting _om the insolvency, negligence or any other act or
omission of the Authority's Fiscal Agent or any other paying agent for the MBIAqnsured Bonds.

Upon receipt of te_phon_ or telegraphic notic_ such notice subsequently confirmed in wrking
by regi_ered or ce_ified mail, or upon receipt of wri_en notice by regi_ered or ce_ified mail, by MBIA
_om the Authority's Fiscal Agent or any owner of a MBIAqnsured Bond the payment of an insured
amount for which is then due, that such required payment has not been made, MBIA on the due date of

such payment or w_hin one business day after receipt of notice of such nonpaymenL whichever is lateL
will make a deposR of funds, in an account with State S_eet Bank and Trust Company, N.A., in New
York, New York, or i_ successoL suffic_nt for the payment of any such insured amounts which are then
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due. Upon presentment and su_ender of such MBIA-Insured Bonds or presentment of such other proof of
owne_p of the MBIAqnsured Bond_ tog_her with any appropfime _tuments of asfignment to
evidence the asfignment of the insu_d amounts due on the MBIA-hsu_d Bonds as are paid by MBIA,
and appropfime in_rumen_ to effect the appo_tment of MBIA as agent for such owners of the MBIA-
Insured Bonds in any legal proceeding _h_d to payment of insured amoun_ on _e MBIAqnsured
Bond_ such _ruments being in a form satisfactory to St_e S_eet Bank and Tru_ Compan_ N.A., St_e
Stre_ Bank and Trust Compan_ N.A. sh_i disburse to such owne_ or the Authority's Fisc_ Agent
payment of the insured amounts due on such MBIA-_su_d Bond_ less any amount held by the
Amhority's Fiscal Agent for _e payment of such insured amounts and leg_ av_lab_ th_efo_

MBIA is the princip_ operat_g subs_iary of MBIA Inc., a New York Stock Exchange listed
company _he "Companf3. The Company is not oblig_ed to pay the deb_ of or clams against MBIA.
MBIA is domiciled in the S_te of New York and licensed to do business in and su_e_ to regulation
under the laws of all 50 _e_ the Di_ri_ of CCum_ the Commonwe_th of Pue_o Rico, the

Commonwe_th of the Noahern Marhna Islands, the Virgin Islands of the Un_ed S_s and the Te_itory
of Guam. MBIA has two European branches, one in _e Republ_ of France and the other in the Kingdom
of Spain, New York has laws prescribing m_imum capi_l requirement_ limiting classes and
concentrations of inve_ments and _q_ring the approval of policy r_es and forms. St_e laws also
regulate the amount of both the aggreg_e and _dufl risks that may be insured, the payment of
dividends by MBIA, changes in control and transactions among affiliates. AddR_n_ly, MBIA is required
to m_nt_n contingency reserves on i_ Ih_iities in ce_n amounts and for ce_ain periods of time.

The fol_wing documents filed by the Company with the Securities and Exchange Comm_on
_he "SEC'3 am incorporated herein by re_rence:

(1) The Company's Annu_ Repo_ on Form !0-K for the year ended December 31, 2000;

(2) The Company's QuaVery Repoa on Form 10-Q for the qua_er ended June 30, 2001; and

(3) The repo_ on Form 8-K filed by the Company on January 30, 2001.

Any documents filed by the Company pu_uant to Sections 13(a), 13(c_ 14 or 15(d) of the
Exchange Act of 1934, as amended, a_er the date of this Offering C_cular and prior to the termination of
the offering of the MBIA4nsured Bonds offered hereby shall be deemed to be incorporated by reference
in this Offering Circular and to be a paa hereo_ Any _atement contained in a document incorporated or
deemed to be incorporated by reference herein, or contained in this Offering CirculaL shall be deemed to
be modified or superseded for purposes of this Offering Circular to the extent that a statement cont_ned
herein or in any other subsequently filed document which also is or is deemed to the incorporated by
reference herein modifies or supersedes such _atement. Any such _atement so modified or supe_eded
shall not be deemed, except as so modified or superseded, to con_ute a pa_ of this Offering Circuh_

The Company files annual, quavery and special repo_ information statements and other
information with the SEC under Filed No. 1-9583. Copies of the SEC filings 0nduding (1) the
Company's Annu_ Repo_ on Form 10-K for the year ended December 31, 2000, (2) the Company's
Quaaefly Repo_ on Form 10-Q for the qua_er ended June 30,2001, and (3) the repoa on Form 8-K filed
by the Company on January 30, 2001) are available (i) over the Internet at SEC's web rite at
h_p:_www.sec.gov; (ii) at the SEC's public reference room in Washington D.C.; (ii0 over the lnternet at
the Company's web site at h_p:_www.mbia.com; and (iv) at no cosL upon request to MBIA Insurance
Corporation, 113 King Street, Armon_ New York 10504. The te_phone number of MBIA is (914) 273-
4545.
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As of December 31, 2000, MBIA had admixed asse_ of $7.6 billion (audited), total I_iities of
$L2 billion (audi_d_ and total capitol and surplus of $2.4 billion (audi_d) de_rmined in accordance with
stat_ory accounting pra_es prescribed or permi_ed by insurance regul_ory authorities. As of June 30,
2001, MBIA had admi_ed assets of $8.1 billion (unaudited), total liabilities of $5.8 billion (unaudited),
and tot_ capR_ and surplus of $2.3 billion (unaudi_d) de_rm_ed in accordance with _utory
account_g pra_ices prescribed or permi_ed by insurance _gul_ory authorit_s.

Fu_hermor_ copies of MBIA's yea_end financial _ements prepared in accordance with
statutory accounting pra_ices are av_h_e without charge _om MBIA. A copy of the Annum Repoa on
Form 10-K of the Company is av_hb_ _om MBIA or the Securities and Exchange Comm_s_n. The
address of MBIA is 113 King S_eet, ArmonL New York 10504. The _lephone number of MBIA is (914)
273-4545.

Moody's Inve_ors Serv_ Inc. ("Moody's") rags the financial s_ength of MBIA "Aa_'.

Standard & Poor's R_gs Services, a dNificn of The McGraw-Hill Compan_ Inc., ("Standard
& Poor'_ rates the financial _rength of MBIA "AAA'.

FiSh, Inc. ("F_c_ rates the financial strength of MBIA "AAA".

Each rating of MBIA should be evalu_ed independentl% The ratings reflect the _spective rating
agency's cu_ent a_e_ment of the creditwoahiness of MBIA and i_ ability to pay clams on i_ policies
of insuranc_ Any fu_her ex_an_n as to the _gnificance of the above ratings may be obtained only
_om the appl_a_e rating agency.

The above ratings am not recommend_ns to bu_ sell or hold the MBIA-Insured Bond_ and
such ratings may be su_e_ to revision or wRhdraw_ at any time by the rating agenc_ Any downward
revision or withdrawal of any of the above r_ings may have an adverse effect on the mark_ price of the
MBIAqnsured Bonds. MBIA does not guaran_e _e market price of _e MBIAqnsured Bonds nor does it
guarantee that _e ratings on the MBIAqnsured Bonds will not be revised or w_hdrawn.

This policy is not covered by the Property/Casuality Insurance Security Fund specified in Aaic_
76 of the New York Insurance Law.

Book-Entry Only System

Benefi_ ownership in_re_s in _e Tax Exempt Fixed R_e Bonds will be av_hb_ in book-
entry-on_ form, in the pr_c_ amount of $5,000 or integrfl multi_es thereo£ Purchase_ of benefi_
ownership interests in the Bonds will not receive ce_ificates representing their interegs in the Bonds
purchased.

DTC, as an autom_ed clearinghouse for securities transaction_ will act as securkies depository
for the Bonds. The Bonds will be issued as fully-regigered secufit_s re_gered in the name of Cede &
Co. (DTC's paanersh_ nominee). One fully-regi_e_d bond ceaific_e will be issued for each m_ufity
of_e Bond_ each in the aggreg_e principal amount of such m_urity and will be deposited with DTC.

DTC is a iimi_d-purpose _u_ company organized under the New York Banking Law, a
"banking organization" wRhin the meaning of the New York Banking Law, a member of the Federal
Reserve System, a "c_aring corporation" wRhin the meaning of the New York Uniform Commerci_
Code, and a "clearing agencf' regi_ered pu_uant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds securities that iB paa_ipanB ("Pa_icipants') deposR with DTC.
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DTC also fadl_ates the se_lement among Paaic_ants of secur_ies _ansaction_ such as _ansfers and

pledges, in deposited securities through electronic computerized book-entry changes in Paaicipants'
account_ thereby diminating the need for physical movement of securities ceaificates. D_ect

Pa_idpants include securities brokers and dealers, banks, _u_ compan_ c_aring corporations, and
ceaain other organizations DTC is owned by a number of i_ Direct Pa_ipants and by the New York
Stock Exchange, Inc., the American Stock Exchange, Inc., and the Nation_ Association of Secur_ies

Deale_, Inc. Access to the DTC sy_em is also av_ble to others such as secur_ies brokers and de_ers,
banks, and _u_ compan_s that clear through or m_nt_n a custodi_ relationship with a Direct
PaaicipanL either directly or indirectly ("Indire_ Pa_ipant_. The Rules appl_able to DTC and _s
Paaidpants are on file w_h the Securities and Exchange Commotion.

Purchases of the Bonds under the DTC sy_em mu_ be made by or through Direct Paaicipan_,
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual
purchaser of each Bond ("Benefic_l Ownef_ is in turn to be recorded on the Direct and Indirect
Pa_icipants' records. Benefici_ Owners will not receive wri_en confirmation from DTC of their

purchase, but Beneficial Owners are expected to receive wriaen confirmations providing details of the
_ansaction, as well as periodic statements of their holding_ _om the Direct or Indirect Pa_ipant
through which the Benefici_ Owner entered into the _ansaction. Transfers of ownership interest in the
Bonds are to be accompi_hed by envies made on the books of Pa_idpants acting on behalf of Beneficial
Owners. Benefici_ Owners will not rec_ve note ce_ificates representing their ownership interests in the
Bond_ except in the event that use of the book-entry sy_em for the Bonds _ d_continued.

To facil_e subsequent _ansfe_, all Bonds deposi_d by Paaic_ants with DTC are rendered in
the name of DTC's pa_ne_h_ nominee, Cede & Co. The deposR of the Bonds with DTC and their

re_s_ation in the name of Cede & Co. effect no change in the beneficial ownemhi_ DTC has no
knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the _entity of the
Dire_ Pa_ipants to whose accounts such Bonds are credi_d, which may or may not be the Benefidal
Owne_. The Pa_ic_an_ will remain responsive for keeping account of thor holdings on beh_f of thor
cu_ome_.

Conveyance of notices and other communications by DTC to Di_ct Paaicipants, by Di_ct
Paaicipants to Indirect Pa_ipant_ and by Di_ Pa_idpants and Indirect Pa_icipants to Benefid_
Owne_ will be governed by a_angeme_s among them, su_e_ to any statuary or _gula_ry
mqui_menu as may be in effe_ _om time to time.

Nei_er DTC nor Cede & Co. will consent or vote with respe_ to the Bonds. Under i_ usual
procedu_ DTC mails an Omn_us Proxy to the Authority as soon as possible after the record date. The

Omnibus Proxy assigns Cede & Co.'s consent_g or voting rights to those Direct Panic,ants to whose
accounB the Bond_ as appropr_, are credi_d on the record d_e (identified in a listing attached to the
Omnibus Proxy).

Prindp_ and interest paymen_ on the Bonds will be made to DTC. DTC's pra_e is to credit
Dire_ Pa_i_pants' accoun_ on a payable d_e in accordance w_h their respe_ive holdings shown on
DTC's records unless DTC has reason to believe thin it will not receive payment on a payab_ da_.
Paymen_ by Pa_ipants to Beneficial Owne_ will be governed by _anding in_ructions and cu_omary
pra_e_ as is the case with securities held for the accounts of cu_omers in bearer form or regis_red in
"stre_ name" and will be the responsi_lity of such Paa_ant and not of DTC, the Trus_ or the
Authority, su_e_ lo any _utory or reguimory _quiremen_ as may be in effect _om time Io time.
Payment of princ_ and interest to DTC is the responsibility of the Authority or the Tru_e_
d_bu_ement of such paymen_ to the Benefichl Owne_ shall be the responfi_lity of Dire_ and Indirect
Pa_iopants.
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The Authority and the Trugee may _e_ DTC (or Rs nominee) as the sole and exclusive
regi_ered owner of the Bonds regi_ered in i_ name for the purpose of payment of the princ_ of or
in_re_ on the Bond_ _ving any notice pertained or required to be given to _s_red owners under the
Indenture rendering the _ansfer of_e Bond_ or other action to be taken by re_stered owners and for all
other purposes whosoever. The AuthorRy and the Tru_ee shMi not have any responfi_lity or obligation
to any Pag_ipanL any pe_on cl_ming a beneficial ownersh_ in_g in the Bonds under or through
DTC or any Pa_ipanL or any other person wh_h is not shown on the re_stration books of _e Au_ority
(kept by the Trugee) as being a regigered owne_ with _spe_ to: the accuracy of any records
ma_mined by DTC or any Pa_ant; the payment by DTC or any Pa_icipant of any amount in respe_
of the pr_dp_ or in_re_ on the Bonds; any notice which is pertained or required to be _ven to
_gi_ered owne_ thereunder or under the conditions to _ans_ or exchanges adopted by the Authority;
or other action taken by DTC as a rendered owns. The Trugee will forward interest and pr_dp_
paymen_ to DTC, or iB nominee. D_bu_ement of such payments to the Pa_i_panB is the responsibility
of DTC and disbu_ement of such paymen_ to _e Beneficial Owners is the responsibility of the
Pag_ipants or the Indirect Pa_ipants.

SO LONG AS CEDE & CO., AS NOM_EE OF DTC, IS THE RE_STERED OWNER OF
ALL OF THE BONDS, REFERENCES HERE_ TO THE OWNERS, HOLDERS OR NOTEHOLDERS
OF THE BONDS (OTHER THAN UNDER "SECTION VII: TAXMATTER_' HERE,) SHALL
MEAN CEDE & CO. AND SHALL NOT MEAN THE BENEF_L OWNERS.

For every transfer and exchange of benefio_ ownership of the Bond_ a Benefid_ Owner may
be charged a sum sufficient to cover any tax, fee or other governmental charge that may be imposed in
relation thereto.

DTC may discontinue prov_ing its serv_e wkh respect to the Bonds _ any time by _ving notice
to the Au_ority and dischar_ng i_ _sponsibil_es with _spe_ thereto under ap_ab_ law, or the
Au_ority may termin_e iB pa_ip_ion in the sys_m of book_ntry _ansfer through DTC _ any time by
giving notice to DTC. In either event the Authority may retain another securities depository for the
Bonds as appropri_ or may direct the Tru_ee to ddiver note ce_ificates in accordance with in_rucfions
_om DTC or its successo_ If the Authority direcB the Trugee to deliver such note cenific_e_ such
Bonds may thereafter be exchanged for denominations and of the same m_urity as set foah in the
_dentur_ upon surrender thereof at the principal corpor_e _u_ office of the Truge_ who will then be
responsible for m_nmin_g the _s_m_n books of the Authority.

Unless otherwise noted, ceaain of the information contained in the preceding paragraphs of this
subsection "Book-Entry-Only Sy_em" has been extracted _om information furnished by DTC. Nother
the Authority nor the Underwriters make any representation as to lhe comp_ness or the accuracy of
such information or as to the absence of materiM adverse changes in such _formation subsequent to the
date hereoE

Other In_rmafion

For addRionai information _garding the Bonds and the Indenture _c_d_g the even_ of defauk
under the Indenture and the remedies available thereunde_ see "APPENDIX A: SUMMARY OF
INDENTUREANDAGREEMENT_
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SECTION _ THE AUTHORITY

Purpose and Operations

The Authority is a corporate governmental agency con_Ruting a public benefit corporm_n and
an instrumentality of the State created to issue and sell its bonds and notes to fund a poaion of the capRal
program of the City, as reque_ed by _e Mayor.

The Authority may only issue i_ bonds and notes upon the reque_ of the Mayor. At lea_
annu_ly, the Mayor determines whether the implementation by the City of i_ capital plan would cause
the City to incur debt in excess of the limRation on i_ general obligation debt imposed by the State
constitution. Upon such determinatio_ the Authority is authorized to enter into various agreemen_ with
the City to facilitate the issuance of the Authority's debt.

The Authority does not have any s_nificam assets or sources of funds other than the St_utory
Revenues and amoun_ on depos_ pu_uant to the Indenture. The Bonds will not be insured or guaranteed
by the City, the State or the Tru_ee. Consequent_, holde_ of the Bonds mu_ rely for repayment solely
upon collections of the St_utory Revenues and amoun_ on depos_ with the Tru_ee pursuant to the
_dentur_

The Authority is not authorized by Sta_ law to file a p_ition in bankruptcy.

Dire_o_ and Management

The AuthorRy is admini_ered by five dire_or_ confi_g of the Director of Management and
Budget of the City, the Comptroller of the City, the Speaker of the City Council, the Commissioner of

Finance of the City and the Comm_sioner of the Depaament of Defign and Con_ruction of the City.
Three directors constitute a quorum for the _ansacfion of business or the exercise of any power of the
Authority. A favorable vote of at least three directors present at a meeting where such action is taken is
necessary to approve any action, including the issuance of bonds or notes of the Authority or to authorize
any amendatory or supplemental _denture or financing agreement of the Authority relating to such
issuance. The cu_ent directo_ of the Authority, each of whom serve in an ex-officio capacity, are:

Adam L. Barsky, Chairperson .................... -- Director of Management and Budget of the City
Andrew S. Eristoff. ..................................... -- Commissioner of Finance of the City
Alan G. Hevesi ........................................... -- Comptroller of the City
Kenneth R. Holden ..................................... -- Commissioner of the Department of Design and

Construction of the City
Peter F. Vallone .......................................... -- Speaker of the City Council

The following is a brief description ofceaa_ office_ and staffmemb_s of_e Authority:

M_ Page was appoin_d Executive Dire_or in April 1997. Mr. Page also serves as the Deputy
Dire_or and General Counsd of the Office of Management and Budg_ of the City. Mr. Page has worked
for the City since 1978. Mr. Page is a gradu_e of Harvard Un_ersRy and New York UnNersity School
of Law.
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Alan An_ _e_

Mr. Ande_ was appoin_d Treasu_r in April 1997. Mr. Ande_ _so serves as Director of
Financing Policy and Coordination for the Office of Management and Budg_ of the City. Prior toj_ning
the City in September 1990, Mr. Ande_ was a senior inve_ment banker for J.P. Morgan Securities since
1977 and prior to th_ dine was Executive Dire_or of the Comm_s_n on Government_ Effic_ncy and
Economy in Baltimore, Maryland. Mr. Ande_ is a gradu_e of the Un_ersity of Pennsylvania and the
Un_ersity of Maryland Law School.

Ms. Henning was appointed Secretary in April 1997. Ms. Henning also serves as Counsel to the
Office of Management and Budget of the City. Ms. Henning is a graduate of the State University of New
York at Buffalo and the Harvard Law School.

Prescott D. Ulrey, General Counsel

Mr. Ul_y is a graduate of the UnN_sity of C_ifomia _ B_kele_ the Fletcher School of Law
and Di_omacy at Tu_s UnNe_ity and Columbh Law School. He also serves as Deputy Counsd of the
Office of Managemem and Budg_ of_e City.

Lawrence R. Glantz, Comptroller

Mr. Gla_z w_ appoin_d Comptr_ler in _nuary 2000. He is a _u_e of Honda Un_sity.

We#Li PaL Depu_ _e_

Ms. Pal was app_n_d A_i_a_ Treasurer in April 1997 and Deputy Treasurer in O_ober 2000.
She is a gradume of Rutge_ Un_ers_y and the London School of Econom_s.

F. Jay Olson, Assistant Treasurer

Mr. Olson was appdmed A_istant Tm_umr in O_ober 2000. M_ Olson is a g_du_e of
No_hwes_m Unive_iW, the Un_sity of Texas at Au_i_ and the John F. Kennedy School of
Gov_nmem m Harv_d UnN_ty.

Mr. Moncure is a gradu_e of Da_mouth College and the Yale Law School. He also serves as

Chief of the Mun_ Finance Division of the New York City Law Depa_ment, where he has worked
since 1986.

Plan of Finance

Assuming cond_ons specified in the Act and the Indenture are meL the Act authorizes the

Authority to issue bonds and notes for ca_l purposes (up to $11.5 billion) and for refund_g of Bonds
and No_s. In add_o_ the Act was amended in September 2001 to perm_ the Authority to have
outstanding an add_on_ $2.5 billion of i_ bonds and notes to pay Recovery Cogs. The Authority
expels to have issued i_ authorized capacity of bonds for capital purposes by the end of fisc_ year 2004.
The Authority has prefious_ issued $7,651,765,000 of Senior Bonds of which $7_8_16_000 are
Om_andin_ Other than _e Series 2002 B Bond_ the Authority does not expect to issue addition_
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Bonds in fiscal year 2002. The Authority _so expels to issue $1.2 billion of Bond Antidpm_n No_s
for capi_l purposes in fiscal year 200_ in addition to the $600_00_00 of Bond Ant_ip_ion No_s
prev_us_ issued which the Authority expels to retire with the proceeds of the Series 2002 B Bonds and
other funds. The Authority has pre_ous_ issued $1 billion of Recovery Notes which it expec_ to repay
_rough the issuance of Recovery Bonds or from Statutory Revenues on a subordinate basis. The
Authority expels th_ it will issue Recovery No_s _om time to time. The Authority is authorized to
issue addition_ senior and subordin_e obligations provided ceaain conditions are met. See "SECTION
IV: THEBONDS-- Other SedesY

_nan_ Eme_ A_

The Authority is a "covered orga_zation" under the New York State Financial Emergency Act
for The City of New York, as amended 0he '_inand_ Emergency Act"_ and, as such, its oper_ions are
included in the City F_and_ Plan. Under the F_and_ Emergency Act, the City Financial Plan would
have to be approved by the New York St_e Financial Control Board _he "Control BoarC3 in the event
th_ a Con_ol Period (as defined in the F_ano_ Emergency Act) were imposed. During a Control
Period, the S_tutory Revenues will continue to be paid to the Authority and the State and City covenan_
described herein will rem_n in full force and effe_. The F_ancial Emergency Act requ_es ouBtanding
debt o_ig_ns of the Authority to be paid. A Con_ol Period would al_w the Con_ Board to prohibh
the Authority _om issuing Other Series of Bonds if such issuance would be inconsigent with the City
Finand_ Plan or o_e_es and purposes of the F_an_ Emergency A_. No Con_ol Period has been in
effect since 1986. In the absence of a Con_ol Period, the Contr_ Board retains certain powe_ of review
over the financial plans th_ the City is required to submR per_d_. The Con_oi Board is scheduled
to go out ofe_s_nce on July 1, 2008.

SECTION VI: LITIGATION

There is not now pending any i_gmion (i) _graining or e_n_g the issuance or ddivery of the
Bonds or que_n_g or affecting the val_ity of the Bonds or the proceedings and amhority under which
• ey are issued; (ii) conteging the cre_ion, organization or exi_ence of the AuthorR_ or the title of the
di_o_ or office_ of_e Authority to _r _spective offices; (iii) questioning the fight of the Au_ofty
to enter into the Indenture or the Agreement and to pledge the Revenues and funds and other moneys and
securities purposed to be pledged by the Indenture in the manner and to the extent prov_ed in the
Indenture; or (iv) questioning or affecting the levy or col_cfion of the Pe_onai Income Tax and Sales
Tax in any ma_ri_ respec_ or the ap_ation of_e Pe_onal _come Tax and Sales Tax for the purposes
co_empl_ed by the Act, or the procedu_ _ereunder.

SECTION VII: TAX MATTERS

In the opinion of Sidley AuXin Brown & Wood LLP, New YorL New York, as Bond Counsd,
except as provided in the fol_wing sentence, intere_ on the Tax Exempt Fixed R_e Bonds (as used in
this Section VII, the "Bonds") will not be _cludab_ in the gross income of the owne_ of the Bonds for
purposes of Federal _come taxation under exi_ing law. lntere_ on the Bonds will be indudab_ in the
gross income of the owners thereof re_oa_ive to the d_e of issue of the Bonds in the event of a failure by
the Authority or the City to comp_ w_h ap_aNe requirements of the Internal Revenue Code of 1986,
as amended _he "Code"_ and _eir respective covenan_ regarding use, expenditure and _vestment of
bond proceeds and the time_ payment of ce_ain inve_ment earnings to the Uni_d St_es Treasury; and
no opinion is rende_d by Sidley AuXin Brown & Wood LLP as to the exdus_n _om gross income of
the intere_ on the Bonds for Federal income tax purposes on or after the d_e on which any action is taken
under the Indenture or re_d proceedings upon the approval of counsel other than such firm.
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In the opinion of Bond Counsel, intereMon the Bonds will be exempt from persona income taxes
imposed by the State or any politic_ subdivifion thereo_ including the City. In the opinion of Bond
Counsel, intereM on the Bonds will not be a specific preference item for purposes of the Federal
individuM or corporate _ternafive minimum tax. The Code contains other provisions that could result in
tax consequence_ upon which Sidley AuMin Brown & Wood LLP rende_ no opinion, as a result of
ownership of such Bonds or the inclusion in cea_n computations (_cludin_ w_hout limitation, those
related to the corporate _ternmive minimum tax) of intereMHat is excluded from gross income. IntereM
on the Bonds owned by a corporation will be included in the ca_ulation of the corporation's Federal
alternative minimum tax liability.

The exces_ if any, of the amount payable at maturity of any maturity of the Bonds over the initial
public offering price to the public (excluding bond houses, brokers or fimi_r persons acting in the
capacity of underwriters or wholesalers) at which price a subManfial amount of such maturity is sold
con_Rutes original issue discount, which will be excludable _om gross income to the same extent as
intereM on the Bonds for Federal, New York State and New York City income tax purposes. The Code
provides that the amount of origin_ issue discount accrues in accordance wkh a con_ant intereMmethod
based on the compounding of interest, and that a holder's adjuMab_ basis for purposes of determin_g a
holder's g_n or loss on disposition of the Bonds with original issue discount _he "OLD Bond¢_ will be
increased by such amount. A poaion of the original issue discount that accrues in each year to an owner
of an OlD Bond which is a corporation will be included in the cMcuhfion of the corporation's Federal
a_ernafive minimum tax lhbility. In additio_ original issue discount that accrues in each year to an
owner of an OlD Bond is included in the c_culation of the diMribufion requiremen_ of ce_ain regulated
inveMment companies and may resu_ in some of the collaterM Federal income tax consequences
discussed above. Consequently, owners of any OlD Bond should be aware that the accru_ of original
issue discount in each year may resuR in an aRernative minimum tax liability, additionM d_tribufion
requkements or other collater_ Federal income tax consequences _though the owner of such OlD Bond
has not received cash a_fibutab_ to such original issue discount in such year.

Owne_ of OID Bonds should consult their pe_on_ tax adviso_ with respect to the determination
for Federal income tax purposes of the amount of original issue discount or interea properly accruable
with respect to such OlD Bonds, other tax consequences of owning OlD Bonds and other state and local
tax consequences of holding such OlD Bonds.

The excess, if any, of the tax basis of Bonds to a purchaser (other than a purchaser who holds
such Bonds as inventory, _ock in _ade or for sale to cu_ome_ in the ordinary course of bus_esO over
the amount payable at maturity of any maturity is "bond prem_mY Bond premium is amoaked over the
term of such Bonds for Federal income tax purposes (o_ in the case of a Bond with bond premium
callable prior to i_ Matedmaturity, the amoaizafion period and yield may be required to be determined on
the basis of an earlier call date that resuRs in the Iowe_ yidd on such Bond). Owne_ of such Bonds are
required to decrease their adjuMed basis in such Bonds by the amount of amo_izab_ bond premium
a_ributab_ to each taxable year such Bonds are held. The amo_ab_ bond premium on such Bonds
attributab_ to a taxable year is not deducfib_ for Federal income tax purposes; howeve_ bond premium
is _eated as an offset to qualified Mated intereMreceived on such Bonds. Owners of such Bonds should

consuR their tax advisors w_h respect to the determination for Feder_ income tax purposes of the
_eatment of bond premium upon sale or other disposition of such Bonds and with respect to the Mate and
1ocal tax consequences of owning and d_posing of such Bonds.

Ownership of tax-exempt obligations may resuk in collateral tax consequences to cea_n
t_xpaye_, includin_ wRhout limitation, fin_nci_ institution_ propeay and casu_ty insurance compan_
ce_ain foreign corporations doing business in the Un_ed States, ce_n S Corporations with excess
passive incom_ individu_ recip_nts of Social Security or railroad re_rement benefit, taxpayers eligible
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for the earned income tax credit and taxpaye_ who may be deemed to have incurred or continued

indebtedness to purchase or carry tax-exempt obligation_ Prospective purchasers of the Bonds should
consult their tax advisors as to the ap_ _a_lity of any such collateral consequences.

Legislation affecting mun_ip_ secufit_s is constantly being considered by the United States
Congress. There can be no assurance that _gislation enacted after the date of issuance of the Bonds will

not have an adverse effect on the status of the Bonds. Legi_at_e or regulatory actions and proposals may
also affect the economic value of the tax exemption or the market price of the Bonds.

SECTION VIII: RATINGS

The Tax Exempt Fixed R_e Bonds have been _d "AA+" by FRch, "AA+" by Standard &
Poor's and "Aa2" by Moody's. There is no assu_nce thin a paa_uhr rating will continue for any given
period of time or th_ any such rating will not be revised downward or wRhdrawn enti_ i_ in the
judgment of the R_ing Agency ori_n_ establishing _e rating, ci_umstances so wa_ant. A downward
revision or wRhdrawal of such ratings, or any of _em, may have an effect on the mark_ price of the Tax
Exempt Fixed Rate Bonds.

SECTION IX: APPROVAL OF LEGALLY

All legal maRers incident to the authorization, issuance and d_ery of the Series 2002 B Bonds
am su_e_ _ _e approv_ of Sidley Austin B_wn & Wood LLP, New Yor_ New York, Bond Counsel

_ _e Au_ori_. Ce_ain legal maRe_ _e su_e_ _ _e approval of _e New York Ci_ Corporat_n
Counsel, counsel to the Amhori_ and the Ci_, and of Clifford Chance Roge_ & Wells LLP, New York,
New YorL counsel to the Underwrite_.

SECTION X: _NANCIAL ADVISOR

Public Resources Advisory Group, New York, New York, is acting as financial advisor to the
Authority in connection with the issuance of the Series 2002 B Bonds.

SECTION XI: _NANCIAL STATEMENTS

The Authority's Financial Statemen_ included in Appendix B to this Oft_fing Circular have been
audited by Grant Thornton LLP, independent ce_ified public accountant_ to the extent and for the
periods ind_ated in their repo_ thereon.

SECTION XII: CONT_NG D_CLOSURE UNDERTAKING

To the extent th_ Rule 15c2-12 _he "Rule'_ of the Securities and Exchange Commiss_n
("SEC") promulg_ed under the Securities Exchange A_ of 1934, as amended Ohe "1934 Act'S, requires
the Underwriters to determin_ as a cond_n to pumhafing the Series 2002 B Bond_ th_ the Authority
will make such covenant, the Authority will covenant as fol_ws:

The Au_oriW _ail provide

(a) wRhin 185 days after the end of each fiscal yeaq to each nationally recognized mun_ip_
securit_s information repository and to any State information depository, core financial
information and operating data for the prior fiscal yea_ including (i) the Authority's
audRed financial _atement_ prepared in accordance with generally accepted accounting
principles in effect _om time to time, and (ii) material historical quantitative data on the



Authority's revenues, expenditures, financi_ operations and indebtednes_ gener_ly of
the types found under "Section II" and "Section III" herein; and

(b) in a timely manneL to each nationMly recogn_ed municipal securities information
repository or to the Municipal SecurAies RuMmaking Board, and to any New York State information
depository, notice of any of the following evenB with respect to the Series 2002 B Bond_ if material:

(1) principal and in_reg payment delinquencies;

(2) non-payment related default;

(3) unscheduled draws on debt service reserves reflecting financial difficuRies;

(4) unscheduMd draws on credff enhancements reflecting finandM difficulties;

(5) sub_Aution of credR or liqu_ity provider_ or thor failure to perform;

(6) adverse tax opinions or events affect_g the tax-exempt status of the security;

(7) modifications to rights of security holder;

(8) bond cMB;

(9) defeasances:

(10) release, substitution, or sale of property securing repayment of the securit_

(11) rating change_ and

(12) failure of the Authority to comply with clause (a) above.

The Authority will not unde_ake to provide any notice with respect to cred_ enhancement if the
credR enhancement is added after the primary offering of the Tax Exempt Fixed Rate Bond_ the
Authority does not apply for or paa_ipate in obtMning the enhancement and the enhancement is not
described in this Offering Circular.

No Bondholder may in_ute any suiL action or proceeding at law or in eq_ty ("ProceedMg") for
the enforcement of the continu_g disclosure undegaking (the "Unde_akin_3 or for any remedy for
breach thereoL unless such Bondholder shall have filed with the Authority evidence of ownership and a
wriRen notice of and request to cure such breach, and the Authority shall have refused to comply wAh_ a
reasonable time. All Proceedings shall be instituted only as specified herein, in the Federal or State coups
Iocmed in the Borough of ManhaRan, St_e and City of New York, and for the equM benefit of all holders
of the outstanding bonds or notes benefited by the same or a subgant_ily similar covenanL and no
remedy shall be sought or granted other than specific performance of the covenant at issue.

An amendment to the Unde_aking may only take effect i_

(a) the amendment is made in connection wAh a change in c_cumgances that arises from a
change in legal requirement_ change in law, or change in the _entity, nature, or _atus of the Authority,
or type of business conducted; the Undegakin_ as amended, would have compl_d with the requirements
of the Rule at the time of award of a series of Tax Exempt Fixed Rate Bond_ a_er taking into account
any amendments or interpretations of the Rul_ as well as any change in circum_ances; and the
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amendment does not m_erid_ imp_r the in_regs of Bondho_er_ as de.trained by pagies unaffil_d
with the Au_ority _uch a_ but wRhout limRation, _e Authority's finand_ advisor or bond counseO and
the annu_ financi_ informmion cont_n_g (if ap_able) the amended operating data or finandH
inform_n will explain, in na_ive form, the reasons for the amendment and the "impact" (as thin word
is used in the ieRer _om the SEC gaffto the Nafion_ Assochfion of Bond Lawye_ da_d June 23, 1995)
of the change in the type of operating d_a or financial inform_ion being provided; or

(b) all or any pa_ of the Rule, as interpreted by the _aff of the SEC at the date of the Tax
Exempt Fixed Rate Bond_ ceases to be in effect for any reason, and the Authofty elects that the

Undeaaking shall be deemed terminated or amended (as the case may be) accordingly.

For purposes of the Undeaakin_ a benefio_ owner of a security includes any person who,
directly or indirectly, through any contract, arrangemenL under_anding, relationship, or otherwise has or
shares inve_ment power which includes the power to dispose, or to direct the disposition o_ such
security, subject to cea_n exceptions as set fo_h in the Undeaakin_ Any asse_ion of beneficial
owne_hip mu_ be filed, with full documentary suppo_, as pa_ of the wri_en reque_ described above.

SECTION XHI: UNDERWRITING

The Tax Exempt Fixed Rate Bonds are being purchased for reoffering by the Underwriter_ for
whom Lehman Brothers Inc., BeaL Stearns & Co. Inc. and Morgan Stanley & Co. Incorporated are acting
as Lead Managers. The Underwriters have jointly and severally agreed, subject to ce_ain cond_ion_ to
purchase the Tax Exempt Fixed Rate Bonds _om the Authority at an aggregate underwrite_' discount of
$2,38328322 and to make an in_ial public offering of the Tax Exempt Fixed Rate Bonds at prices that
are not in excess of the inkial public offering prices set foah on the cover page of this Offering Circu_q
plus accrued interest, if any. The Underwriters will be obligated to purchase HI the Tax Exempt Fixed
Rate Bonds if any Tax Exempt Fixed Rate Bonds are purchased.

The Tax Exempt Fixed Rate Bonds may be offered and sold to ceaain deMers 0nduding the
Underwriter_ at prices lower than such public offering prices, and such public offering prices may be
changed _om time to time by the Underwriters.

SECTION XIV: LEGAL INVESTMENT

Pu_uant to _e Act, _e Series 2002 B Bonds of the Au_ority are securities in which all public
office_ and bodies of the State and all public corporations, muniopH_es and mun_ subdNi_on_ all
insurance compan_s and assodations and other pe_ons carry_g on an insurance bufines_ all banks,
banke_, _u_ compan_ savings banks and savings associ_ns _dud_g savings and loan association_
building and loan association_ inve_ment compares and other persons carry_g on a banking busines_
all adm_imr_or_ conserv_ors, guardhn_ executor, _u_ees and other fiduchde_ and _1 other persons
whosoever who are now or may hereafter be authorized to invest in bonds or in other obligations of the
St_e, may properly and legally inve_ funds, _c_d_g cap_ai, in their con_ol or bdon_ng to them.
Pursuant to the Act, the Ser_s 2002 B Bonds may be deposi_d with and may be received by all public
office_ and bodes of the State and HI mun_ipM_s and pubi_ corpor_ions for any purpose for which
the deposR of bonds or other obligations of the Sta_ is now or may hereafter be authorized.

SECTION XV: MISCELLANEOUS

The references herein to the Acg the Inden_ and the Agreement are brief summaries of ce_n
provifions thereo_ Such summaries do not purpo_ to be compile and re_rence is made to the Act, the
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lndemu_ and the Ag_eme_ for nil and compile _eme_s of such profis_ns. Copies of Me Act, Me
Indenture and Me Agreeme_ a_ av_hb_ at the offices of the Tru_ee.

The agreements of the Authority with holde_ of the Series 2002 B Bonds are fully set fo_h in the
Indenture. N_ther any adve_isement of the Series 2002 B Bonds nor this Offering Circular is to be
con_rued as a contra_ with purchasers of the Series 2002 B Bonds.

The dd_e_ WM_ Offering C_ar h_ _ duly _M_i_d by Me Amh_ity.

NEW YORK CITY TRANSITIONAL F_ANCE AUTHO_TY
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SUMMARY OF _DENTURE AND AGREEMENT

This summary oflhe Indenture and lhe Agreement is qu_ified in i_ entirety by reference to such
documents, copies of which are available fom the A_hority.

Defi_fion_ The fol_wing mrms, among other, are defined in _e Indenture or _e Agreement:

"Accountg' means the Recovery and Parity Debt AccounL the C_ion AccounL _e Bond
Account and the Redempt_n Accoum.

"Act" means the New York City Tran_fional Finance Authority Act, as in effect from time to
time, and as the context _quire_ other provisions of Chap_r 16 of the laws of 1997, as amended.

"Agreement" means the Finandng Agreement dated O_ober |, 1997, between the Authority and
the City as amended, supplemen_d and in effect from time to time.

The term "ancillary contract¢' means contracts entered into pursuant to law by the Authority or
for i_ benefit or the benefit of any of the Benefic_des to fadl_ate the issuance, sal_ res_ purchas_
repurchase or payment of Bonds or Notes, _Oud_g bond insurance, leRers of credR and liquidity
fadlities.

"Benefi_afie_' means Bondho_e_ and, _ the extent specified in the _den_m, N_ehold_s and
• e _a_ies to an_l_ry and swap commas.

"Bondholders," "Noteholders" and similar _rms mean the rendered owne_ of the Bonds and
Notes fom time to time as shown on _e books of the Au_ority, and, to the extent specified by Series
Resolution, the owners of bearer Bonds and No_s.

"Bond_' means _1 obligations issued as Bonds.

"Capital Finandng Need" means a per_d during which and on_ the extent to which the City is
unable to imp_ment i_ capitol plan because such plan would requi_ the City to incur debt and
con_a_u_ iiabilRies in excess of the limit imposed by the St_e Con_Rution and imp_menting
legislatio_ all as d_ermined by the Mayor pursuant to _e A_.

"Chapter 296" means Chapter 296 of the Laws of 200 ! of the St_e of New York, as it may be
amended and in effect fom time to time.

"Cd_cfion Qua_e_ means the three monks beginning each Augu_ Novembe_ Feb_a_ and
M_.

"Counsel" means nation_ly recognized bond counsel or such other counsel as may be selected
by the Authority for a specific purpose.

"Debt Serv_¢' or "Sen_r Debt Serv_e" means in_st, mdem_n p_mium, pu_ha_ pr_e to
• e extent wovided by Officer's Ceaificme of _e Amhority, pfin_pM and sinking _nd paymen_ due on
Outstanding Senior Bonds and _o the extent p_v_ed by Series Resolution) N_es, and amounts payable
from _e Bond Account on Senior Ag_eme_s. Principal of N_es and _rmination payments on swap
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contacts shall be deemed Debt Se_ice on_ to the extent exp_ _ifi_ in the text of a Series
Resolution.

'_e_an_ C_er_' means money and _)non_h_e direct o_ions of the Uni_d
Sm_s of Amefic_ non¢_hb_ and nomp_payab_ di_ct _demi agency _l_s the timdy pa_e_
of _ of and intereg on which are _lly and uncond_on_ gu_a_eed by the Unhed S_tes of
Americ_ non-c_hb_ direct _i_s of the UnRed States of America which have been s_p_d by the
United States _ iBelf or by any Federal R_e_e Bank (n_ _dud_g "CATS_ "_GR_ and
"TRS" unless the Au_i_ o_ns R_ing Confirm_n with _spe_ _e_o) and the in_re_
compone_s of _O_ bonds _r which the _d_ bond is non_flhb_ (or _mcfll_ be_re
the due d_e of such intere_ _m_ _r which _p_ _ _n_p_ and intere_ is made by reque_
to the Federal R_e_e Bank of New York in _o_ _, and shall exclude _ve_me_s in m_u_
_nds and unit inve_me_ _us_;

(B) obl_ns timely m_ufing and bering interest (b_ only to the extent th_ the
_il _Rh and credR of the UnRed States of America a_ pledged _ the timely payme_ _e_o0;

_) ceaificates evidencing own_ of the rig_ to the payme_ of the _1 of
and interest on _l_s described in clause (B_ wovided that such o_ns are held in the cugody
of a bank or _ug company s_is_o_ to the Trugee in a se_eg_ed _u_ account in the _ug depa_mem
sep_e _om _e general assets of such cu_odhn; and

(D) bonds or other o_ns of any _e of the UnRed States of Am_a or of any
agenc% in_ume_ or local gov_nmen_l unit of any such _e (i)which _e not callable at the
o_ion of _e obligor or _i_ pri_ to m_uri_ or _ to which _vocab_ n_ice has been given by
the obligor to call such bonds or _l_s on the d_e specified in the n_ and (ii) timely paymem of
which is _lly secured by a _nd _i_ _ of cash _ _l_s _e chamc_r described in clause
(A), (B) or (C) which _nd may be applied only to the paymem when due of such bonds or o_er
_l_s.

'_e_ Bond_' means Bonds or Notes th_ _main in the hands of their H_de_ but are no
longer deemed O_andin_

'_fi_e Inv_tme_ means the _llowing obl_ns to the e_ent _ey are leg_ _r
inve_me_ of money hereunder pu_uant to any ap_a_e Vo_s_n of_e A_:

(i) De_ance Coll_al;

(ii) di_ o_ns o_ or o_o_ gu_an_ed as _ time_ p_m_t of _ip_
and interest b_ FHLMC, FNMA or the Federal Fa_ Cred_ Sy_em;

(iii) demand and time deposi_ in or ce_ificates ofdepos_ o_ or bankers' acce_anc_
issued by, any bank or _u_ compan_ savings and loan association or savings bank, if such deposes or
income.s are rated A-l+ by S_nd_d & Poo_s and the I_e_ unsecured debt __s of the
institution holding the related _u_ has one of the two highe_ _ings av_e _r such secur_ies by
Moody's and Standard & Poor's;

(i_ general _lig_s o£ or _i_s guamn_ed by, any _ate of the Uni_d

States or the Dis_i_ of Columb_ _c_ving one of _e _o highe_ I__ unsecured de_ _ings
av_e _r such securities by Moody's and _anda_ & Poor's;
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(v) commerd_ or finance company paper 0ncluding both non-interest-bearing
discount o_ig_ions and intere_ bearing obl_ations payable on demand or on a specified date not more
than one year after the d_e of issuance _ereoQ thin is rated A-l+ by Standard & Poor's and in one of the
two highe_ cmegories by Moody's at the time of such inve_ment or contramu_ commRment prov_ing
for such inve_ment;

(vi) repurchase obligations with respect to any security described in clause (i)or
(ii) above entered into with a broke_dealeL depository ingRution or _ug company (acting as principal)
meeting the rating _andards described in clause (iii) above;

(vii) securities beating intere_ or sold at a discount that are issued by any corporation
incorporated under the laws of the United States of America or any gate thereof and rated in one of the
two highe_ categories by Moody's and eRher A-l+ or in one of the two higheg long-term categories by
Standard & Poor's at the time of such inve_ment or contractu_ commRment providing for such
inve_ment; provided, howeveL that securities issued by any such corporation will not be Eligible
Investments to the extent that inve_ment therein would cause the then outstanding princip_ amount of
securities issued by such corporation that are then held to exceed 20% of the aggregate princip_ amount
of all Eligible Invegments then held;

(vii0 uni_ of taxable money market funds which funds are regulated inve_ment
compan_s and seek to maint_n a con_ant net asset v_ue per share and have been rated in one of the two
highe_ categories by Moody's and at lea_ AAm or AAm-G by Standard & PooFs, including if so rated
the VISTA Money Market Funds or any other fund which the Tru_ee or an affiliate of the Tru_ee serves
as an inve_ment advisoL adm_i_rato_ shareholde_ servicing agent and/or cu_odian or sub-cu_odian,
notwith_anding that (a) the Tru_ee or an affiliate of the Tru_ee charges and collec_ fees and expenses
(not exceeding current income) _om such funds for services rendered, (b)the Tru_ee charges and
collects fees and expenses for services rendered pursuant to the Indenture, and (c) services performed for
such funds and pursuant to the Indenture may converge at any time (the Authotity specific_iy authorizes
the Tru_ee or an affiliate of the Tru_ee to charge and col_ct all fees and expenses _om such funds for
services rendered to such funds, in addRion to any fees and expenses the Tru_ee may charge and collect
for services rendered pu_uant to the Indenture);

(ix) inve_ment ag_emen_ er gua_n_ed investment contra_s _a_d, or with any
financial inghufion whose senior long-term debt oN_ns are r_ed, or guaranteed by a financial
in_ution whose senior long-term debt obl_ations a_ rated, at _e time such ag_ement or contact is
en_red into, in one of i_ two highe_ rating c_egor_s for comparable types of oN_ations by Moody's
and S_ndard & Poor's; or

(x) investment agreemen_ with a corporation whose princip_ business is to enter
into such agreemenB if(a) such corporation has been assigned a counterparty rating by Moody's in one of
the two higheg categories and Standard & Poor's has rated the inve_ment agreemen_ of such
corporation in one of the two highea categor_s and (b)the Authority has an option to terminate each
agreement in the event that such counterparty rating is downgraded below the two higheg categories by
Moody's or the inve_ment agreemenB of such corporation are downgraded below the two highe_
categories by Standard & Poor's; provided that no Eligible lnvegment may evidence the right to receive
only intere_ w_h respect to the obligations underlying such ingrument or be purchased at a price greater
than par if such in_rument may be prep_d or c_led at a price less than i_ purchase price prior to i_
gated maturity.

"FHLMC" m_ns me Fede_l Home Loan Mog_ C_porati_.
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"Fidudary" means the Tru_e_ any represent_ive of the Hoide_ of Bonds or Subordin_e Bonds

app_nted by Series Resolutio_ or any Pa_ng Agent, inc_ding each fisc_ agent.

The term "fiscal agenf' means each Paying Agent (_iti_ the Tru_ee) defign_ed by the
Au_ority to a_ as regi_rar and _ansfer agenL

"FNMA" means the Federal N_nal Mortgage A_ociation.

"Indentur(' means the Indenture between the Authority and St_e S_eet Bank and Tru_
Compan_ N.A., as Tru_e_ dated as of O_ober l, 1997, as amended, supp_mented and in effect _om
time _o time.

"LFL" means the Local Finance Law of the S_te, as amended from time to time.

"MAC" means the Municip_ As_ance Corporation For The City of New York.

"Majority in Interest" means the Holde_ of a m_ority of the Ou_tand_g Bonds or Notes
eligible to act on a maaeL measu_d by face value at mmurity unless otherwise specified in a Series
Resolution.

The term "maximum annual debt servke on the Bond_' means the gre_e_ amount of interest,
principal and sinking fund paymen_ on Out_anding Bonds 0ndu_ng payment on Subordinate Bonds
and Senior Bonds but excluding paymen_ on No_s and ancillary and swap contact, whether or not such
payments are Debt Serv_e) payable in the cu_ent or any future fisc_ year.

"Moody's" means Moody's Inve_ors Servic_ references to Moody's are effective so long as
Moody's is a R_ing Agency.

The term "operating expenses" means all expenses incu_ed by the Au_ority in the
admini_ration of the Authority _du_ng but not limi_d to salaries, adm_istrative expense_ insurance
premium_ audking and legal expense_ fees and expenses incu_ed for profession_ consul_nts and
fiduciarie_ paymen_ on Notes and swap and ancillary con_a_s not paid as Co_s or from the Bond

Accoun_ _ansfe_ to pay or service Subord_e Bonds, and all operating expenses so identified by
Sup_ement_ Indenture.

"Other Series" of Bonds or Notes means Series thereof other than the fi_t Series of Bonds.

"Ou_tanding_ when used to modify Bonds or Notes, refers to Bonds or Notes issued under the
Indentur_ excluding: (i) Bonds or Notes which have been exchanged or refaced, or dd_ered to the

Tru_ee for cred_ ag_n_ a principal paymenk (ii) Bonds or Notes which have been paid; (iii) Bonds or
Notes which have become due and for the payment of which money has been duly provided; (iv) Bonds

or Notes for which there have been i_evocab_ set aside sufficient Defeasance Colh_r_ timely m_uring
and bearing interesL to pay or redeem them; and if any such Bonds or Notes are to be _deemed prior to
m_urity, the Authority shall have _ken all action necessary to redeem such Bonds or Notes and notice of
such redemption sh_l have been duly m_led in accordance with the Indenture or i_evocable ins_ucfions

so to mail sh_l have been given to the Tru_ee; (v) Bonds and Notes the payment of which shall have

been provided for pu_uant to the defeasance of the Indenture; and (vi) for purposes of any consent or
o_er a_ion to be token by the Ho_e_ of a M_ority in In_re_ or specified percen_ge of Bonds or
Notes, Bonds or Notes held by or for the account of the Authority, the City or any person contr_l_
con_oiled by or under common control with eRher of them.
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"Padty Debt" means Bonds or Notes payable _om the Recovery and Parity Debt Account on a
parity with the Recovery Bonds or Recovery Notes mspe_Ne_.

"Payment Pe_o_' means the _ree months following each Col_cfion Qua_e_

"Personal Income Taxes" means the _xes paid or payable to the Authority pursuant to §1313 of
the Tax Law or a successor N_ute.

"Project Capital Cos_" or "Cos_" means (i) co_ appropri_ed in lhe capitol budg_ of the City
pu_uant to Chapters 9 and 10 of the City ChaaeL as amended _om time to time, prov_ing for the
conNru_n, _con_ru_ion, acquis_ion or inNMlat_n of physical public beaerments or improvemen_
which would be classified as capitol asse_ under gener_ accepted account_g princi_es for
mun_alitie_ or (ii) lhe co_s of any pm_m_ary Nudie_ surveys, map_ plans, estim_es and hearings,
or (iii) _dentM co_s, _du_ng legal _es, printing or engravin_ pu_n of not_es, taking of title,
appoaionment of cos_, and intereN during con_ru_io_ or (iv) any underwriting or other co_s incu_ed
in conne_n with the financing themo_ or (v) to the extent financed by Recovery O_igation_ Recovery
CoNs Ohe financing ofwh_h is not limi_d by re_rences to the Capi_l Finandng Need).

"Project" means the pr_ec_ _entified in ExhibR A to the Agreement and all other pr_e_ any
co_s of which are included in a Trans_n_ Capi_l Plan pu_uant to the Act or are Recovery Co_s, and
are financed, by payment or reimbu_ement, w_h the proceeds of Bonds or Notes.

"Quartedy Debt Service'\ "Quartedy Senior Debt Serv_e" or "Qua_edy Payment
Requirement" means Senior Debt Serv_e payab_ in the foi_wing Payment Period, as ce_ified to the
TruNee by Officer's Ce_ific_e of the Authority.

"Quarterly Subordinate Debt Servke" means amounts payab_ in the fol_wing Payment
Period from the Recovery and Parity Debt Accou_ pursuant to sup_ement_ indenture_ _Ou_ng
in_reN on and princip_ of Recovery O_ations and Parity Debt issued as Bonds and intereN on
Recovery Obl_ns and Parity Debt issued as Notes, as ce_ified to the TruNee by an Officer's
Ce_ific_e.

"Rating Agency' means each nation_ recogn_ed N_i_ rating organization th_ has, at the
requeg of the Au_ority, a rating in effect for the unenhanced Senior Bonds.

"Rating Confirmation" means evidence _m no Senior Bond rating in effe_ _om a R_ing
Agency w_l be withdrawn or reduced solely as a _sult of an action to be _ken under the Indenture.

"Recovery and Padty Debt Account" means the account es_bl_hed under the Indenture to

provide for the payment of debt service on Recovery Oblig_ions and Parity Debt.

"Recovery Bond_' means Recovery O_ations issued as Bonds.

"Recovery Co_' means cons described in Cha_er 296.

"Recovery Note_' means Recovery Obligations issued as No_s.

"Recovery ObligationS' means bonds, notes or other o_m_ns described in Chapter 296.
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"Revenues" means the Tax Revenues 0nduding Al_rnative Revenues paid or payab_ to the
Authority) and all aid, rents, fees, charges, paymenB and other income and receipts (other than Note or
Bond proceeds) paid or payable to the Authority or the Tru_ee for the account of the Authority.

"Sales Taxe_' means Ahernafive Revenues as defined in the Act; that i_ (i)sales and
compensating use taxes that the City is authorized by the State to impose and (ii) taxes imposed pursuant
to §1107 of the Tax Law; and successor taxes.

"Senior Agreements" means ancillary and swap contra_s to the extent that amounts are payable
the_on from the Bond Account pursuant to a Series Resdut_n.

'`senior Bondf' means all Bonds issued as Senior Bonds.

"Sefieg' means all Notes or Bonds so identified in a Series Resdution, _gard_ of variations in
m_urity, intere_ rote or _her provision_ and any Notes or Bonds therea_er delivered in exchange or
_p_cemem _e_

"Standard & Poor'_' means Standard & Poor's R_ings Serv_es; references to Standard &
Poor's are effective so long as Standard & Poor's is a Rating Agency.

"Star(' means the State of New York.

"Subordinate Agreements" means ancillary and swap contracts to the extent that such contracts
are not Senior Agreement.

"Subordinate Bond_' means all Bonds but Senior Bonds.

The term '_wap contracf' means an intere_ rate exchange or fimilar agreement entered into by
the Authority with Rating Confirmation by Standard & Poor's pu_uant to the Act and any appropriate
provisions of the LFL that are appl_able to the City and made appl_ab_ to the Authority by the Act.

"Tax-Exempt Bond_' or "Tax-Exempt Note_' means all Bonds or Notes so identified in any
Series Res_ufion.

"Tax Revenues" means the Personal Income Taxes and such other revenues, including
A_ernmive Kevenues, as the Authority may derive directly _om the State _om taxes imposed by the City
or the State and col_cted by the State.

"Tranfifional Capital Plan" means such plan in effect pu_uant to the Act.
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THE INDENTURE

Dire_ors, Sta_ and Ci_ Not L_b& on Not_ or Bonds. No_er _e Di_c_ of _e Au_ority
nor any person executing Notes, Bonds or _her o_ns of the Au_ofty shall be liable pe_on_
thereon or be su_e_ to any pe_onal liability or accounm_li_ so_ by _ason of the issuance thereo_

The Notes, Bonds and other obl_ations of_e Au_ority shall not be a debt of eider the St_e or
the City, and nekher the Sm_ nor the City sh_! be liable _ereon, nor sh_l they be payable out of any
funds other than those of the Au_ority; and _e No_s and Bonds shall conta_ on the _ce _e_of a
_ement to such effe_.

Securi_ and Pledge. Pu_u_nt to the Act, _e Authority assigns and p_dges to the Tru_ee (a) the
Revenue_ (b)all righ_ to receive the Revenues and the proceeds of such righB, (c)_1 money and
AccounB held by the Tru_e_ (d)the covenanB of the City and the S_te and (e) any and H! other
property of every kind and n_ure from time to time, by delivery or by writing of any kind, p_dged,
assigned or _ans_ed as and for add_on_ securit_ Except as spedfic_ provided, this as_gnment
and pledge does not include: (i) the fights of the Authority pu_uant to profisions for consent or other
action by the Authority, notice to the Authority, indemnity or _e filing of documents w_h the Authority,
or otherwise for Rs benefit and not for th_ of _e Benefic_fie_ or (ii) any right or power reserved to _e
Authority pu_uant to _e A_ or other law. The Authority will implement, prote_ and defend this pledge
by all appropfi_e legal a_ the co_ thereof to be an operating expense. The precedin_ and all pledges
and security interegs made and granted by the Authority pursuant her_ are immedi_dy valid, binding
and perfe_ed to the full extent provided by the A_. The foregoing coll_er_ is pledged and a security
in_g is _erein gran_d, to secu_ the payment of Bond_ Notes, and paymen_ in respe_ of Senior
AgreemenB and Subordin_e Agreements; provided, howeve_ th_ _e pledge and securky in_re_
gran_d to secure the Authority's o_n to pay Subord_e Bonds and Subordina_ AgreemenB shall
be su_e_ and subordin_e to _e pledge and security interest granted to secure Debt Service. The lien of
such pledge and the obligation to perform the con_actuai profi_ons shall have priofty over any or all
other obligations and l_bilities of the Authofity secured by the Revenue_ The Authority shall not incur
any o_ation_ except as authorized by the _denture, secured by a lien on the Revenues or Accoun_
equ_ or pr_r to the lien of the Indenture.

Defeasance. When (a) there is held by or for the account of the Trustee Defeasance Coilater_ in
such pr_dp_ amounB, bearing in_re_ at such rates and with such maturities as will provide sufficient
funds to pay or redeem all obligations to Benefic_ries in full, (b) if any Bonds or Notes are to be
redeemed prior to the maturity thereo_ the Authority sh_l have taken all action necessary to redeem such
Bonds or Notes and notice of such redemption shall have been duly given or i_evocab_ instructions to
give notice shall have been given to the Trustee, and (c) all the righB of the Authority and the Tru_ee
have been provided for, then upon wriaen notice #om the Authority to the Tru_ee, the Benefic_r_s sh_l
cease to be entitled to any benefit or security under the Indenture except the right to receive payment of
the funds so held and other rights which by thor nature cannot be satisfied prior to or fimuRaneou_y with
termination of the lien, the securRy intere_s created by the Indenture (except in such funds and
inve_menB) shall terminat_ and the Authority and the Tru_ee shall execute and deliver such in_ruments
as may be necessary to discharge the Trugee's lien and security interests.

Notes andBonds of the Authori_. By Series Resolution comp_ing procedurally and in sub_ance
with _e A_ and the Indenture, the Authority may au_oriz_ issue, sell and deliver (i) Bonds or (i_ Notes
in anticipation thereo_ _om time to time in such princoN amounts as the Authority shNI de_rmine to be
nece_ary, to provide sufficient funds to meet a CapON Financing Need, _dud_g paying and
reimbursing Proje_ Capital Co_s, and funding reserves to secu_ Notes or Bonds; and may issue Notes or
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Bonds to renew or refund Notes or Bonds by exchange, pu_has_ mdempt_n or paymenL and e_a_h
such escrows therefor as _ may de_rmine.

Bonds and Notes may be issued only:

(i) as Senior Bonds (or Notes in ant_ipm_n thereo_

(x) to pay or reimbu_e Proje_ Capital Co_s, but

(I) not to exceed $12 billion in issuance amounL measured by
proceeds to Me Authority, and

(II) su_e_ to a $330 million lim_ on Quarter_ Debt Service to be
payabl_ or

(y) to refund or renew such Bonds or Notes, su_ect to a $330 mill_n limit
on Quavery Debt Service to be payable; or

(ii) as Subordin_e Bonds (or Notes in anticipation thereoO, with Rming
Confirmation; but

(iii) no Series of Senior Bonds Shall be authentic_ed and delivered without R_ing
Confirm_ion except upon _ceipt by the Tru_ee of the fol_w_w

(x) a ce_ific_e by the Dim_or of Management and Budg_ se_ing fo_h the
mo_ recent collections for the 12 consecutive calendar months ended not

more Man two months prior to the date of such ce_ific_ of the
Statutory Revenue_ in effe_ at the d_e of issuance of such Series of
Bond_ collected by the State and to be payable to the Authority; and

.(y) an Officers Ceaific_e of the Authority se_ing foah

(I) the aggreg_e amount of Debt Serv_e (exdud_g any accrued or
cap_ed in_resO, _c_ding such series of Bond_ for each
Fiscal Year such Bonds will be Out_andin_

(II) the aggreg_e amount of operating expenses as e_im_ed by an
Authorized Officer of the Authority for the current Fiscal Yea_
and

(lll) th_ the amounts set fo_h pursuant to clause (x) a_er deducting
the operating expenses set foah pursuant to clause (y_II_ will be
at least three times such aggregate amount set fo_h in clause
(y)(I) for each Fiscal Year s_ fo_h pursuant to clause (y)(l).

Each intere_ ra_ on Outstanding and proposed varhb_e Bonds or No_s (if not econom_
fixed), sh_l be a_umed at the ma_mum rate payable to investors other than parties to an ancil_ry
contra_.

The Notes and Bonds shall bear such dates and shall m_ure at such times as the Authority may
provide pursuant to the Act. The Notes and Bonds shall bear intere_ at such fixed or varia_e rates, and
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shall be in such denomination, be in such form, eider coupon or registered, carry such re_stration
privi_ge_ be execu_d in such manne_ be payable in such medium of paymenL at such place and be
su_e_ to such terms of redemption as the Authority may provide pu_uant to the Act. The Notes and
Bonds may be sold by the AuthorRy _ publ_ or priv_e sa_ pursuant to the A_.

Documen_ to be Deli,,ered to Trus_e. The Authority may _om time to time requeg the
authent_n and delNery of a Series of Bonds or No_s by pro_d_g to the Tru_ee (among other
• ings) the foi_win_

(a) an Office:s Cegificate to _e effe_ thin _e_ is no defauR th_ will remain uncured

immediatdy fol_wing such dd_er_ nor an uncured failure of _e St_e or the City to comp_ with _eir
_spe_ive ag_emen_ provided for in _e Act, as in effect _ the d_e oflhe Indenture;

(b) an opinion of Couns_ as to the due au_orization, execution and del_ery by the
Authority of the Indenture and each re,rant Sup_ementfl Indenture; to the effect thin the Series
Resolut_n is in full force and effect and th_ the Bonds or Notes are valid and _nd_ and aRer del_ery
of the tint series of Bond_ to the effe_ th_ the issuance of_e Bonds or Notes will not adve_ely affect
the ex_us_n _om gross income for Federfl income tax purposes of intereg on Tax-Exempt Bonds or
Tax-Exempt Notes _eretofore issued (as set fo_h in the opin_ns d_ered w_h such prior Bonds or
Note_.

Anc_lary and Swap Contracts. Pursuant to the Act, the Authority may enter into, amend or

_rmin_ as it de_rmines to be necessary or appropriate, any ancil_ry or swap contact, _du_ng
Senior Ag_emenB, _o fadiR_e the i_uanc_ sale, resal_ purchas_ repu_hase or payment of Bonds or

No_s. The Authority may by Series Res_ut_n provide for the payment through the Bond Account of
amounB due on ancillary and swap contract.

Bond Ant_ipation Notes. Whenever _e Authority shall authorize the issuance of a Series of
Bonds the Authority may, by Series Resolution, au_orize the issuance of No_s and renewals thereof in
ant_ipm_n of such Series of Bonds. The intere_ on such No_s and renewfls thereof may be made
payable _om the proceeds of such Notes, #ore the Bond AccounL _om the Recovery Account or _om
_e proceeds ofrenew_ notes or the Series of Bonds in anticipation ofwh_h such Notes are issued. The
proceeds of such renewfl no_s or Bonds may be pledged for the payment of the princ_ of or intereg on
such Notes, and any such pledge shall have a priority over any other pledge of such proceeds crewed by
the Indenture. The Authority may _so _edge the Revenues and, su_e_ to the Indenture, the Accounts to
the payment of the pfindpfl of such Notes.

Recovery Obligations and Pari_ Debt. The Authority may _om time to time reque_ the
au_entication and delivery of a Series of Recovery Oblig_ns or Parity Debt by pro_ng to the Tru_ee
(among other thing_ the following _ the ddivery of Bonds or of No_s in antidpation _e_of (but not
both):

(i) a cegific_e by the Dim_or of Management and Budget seRing fo_h the collections for

the most _cent FiscM Year ended _ leag two months prior to the date of such ce_ific_ of the S_tutory
Revenues col_ed by the State and to be payable to the Authority; and

(ii) an Office:s Ce_ific_e of the Authority seRing fo_h (x) the sum of $1.32 billion and the
aggrega_ amount payable from the Recovery and Parity Debt AccounL indud_g such Series of Bonds
(assumed, at _e delivery of Notes, to be issued at the Note mmurity and to amoRize over 30 years _ an
interest rate of 7%, with level debt service_ for each Fiscal Year such Bonds will be Out_anding and (y)
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that the amounts set foah pursuant to clause (i) will be at least 3 times the sum set foah in clause (ii_x)
for each Fiscal Year set fo_h pursuant to clause (ii)(x).

Project CapRal Cos_. Proceeds of the sale of the Bonds and Notes issued for capkal purposes
shall be promptly deposRed in the Project Fund e_ablished under the Agreement to the extent set fo_h by
Series Resolution, and applied to finance Project Capital Cogs. The Authority shall transfer i_ earnings
on the Project Fund to the CoiMction Account as Revenue_ or otherwise apply such earnings in
accordance with the Tax Code pu_uant to officers ceRificate.

Limited Purpose of Indenture. The Indenture provides for the issuance and payment of the

AmhorRy's obl_ations and the financing and refinandng of Proje_ Capi_l Co_s. Except as set fo_h in
the AgmemenL the Authority, the City and the Tru_ee shall have no liability to each other or to the
Benefichries for _e con_ru_ reconstruction, acq_fifio_ _latio_ physic_ cond_o_ owne_hip
or operation of any Proje_.

Applicat_n of Revenues. (a) Prov_n is made in _e Act for _e payment to _e Au_ority of_e
Tax Revenue_ and the A_hority has reque_ed _e State Comptr_ler to make such paymen_ to the
Col_cfion Account to be held by _e Tru_ee. Any Revenues received by the Authority shall be promptly
deposi_d in the Col_n Accoun_ All Revenues in the C_ction Account shall be applied upon
_ceipt by the Tru_e_ in the following order of priority: firsL to the Bond Account to pay De_ Service
pursuant to pa_graph (b) summarized below; secon_ to the Au_ority's operating expenses, which may
include deposi_ to the Redempt_n Account for option_ _demption and reserves to be held by the
Authority for payment of operating expenses, in such amounts as may be de_rmined by Supp_ment_
Indentu_ or OfficeFs Ceaific_ third, pu_uant to Sup_emen_l lnde_ures for _e benefit of
Noteh_ders, Subordin_e Bondho_e_ and pa_ies to ancilhry and swap contact, to the extent such
Supp_ment_ lndentu_s may _qui_ ap_n of Revenues to pay _ems after payment of Debt Service
and oper_ing expenses (see "Recovery and Par_y Debt Account_; and fourt& daily or as soon as
p_able but not l_er _an _e last day of each month, to _e order of_e City, _ee and clear of the lien
of the Indenture.

(b) At the be_nn_g of each Col_cfion Qua_e_ the Tru_ee shall begin to trans_r _1
Revenues _om _e C_n Account to the Bond AccounL and shall continue such _ans_ until the

amount in the Bond Account is equal to on,half of Quaaedy Debt Serv_e. On the fi_t day of the
second month of each C_ction Quaae_ the Tru_ee shall _sume or continue such _ans_ until

Quaaedy Debt Serv_e is held in the Bond Account. To the extent that Quaaerly De_ Service includes
principal, in_re_ cr premium on Bonds or Notes to be pu_hased or _deemed prior lo m_urR_ such
De_ Service may be paid through the Redem_ion Account, and the Authority may by Office_s
Ce_ific_e di_ the Tru_ee to _ans_r Revenues _er_o, rather than to the Bond Accou_.

(c) Prior to m_y intere_ payment da_ for Out_and_g Notes or Senior Bonds, the Authority
may by Officer's Ce_ificme e_imae in_re_ payable a a variable r_e; cr _e_ anticip_ed receipts on an
ancil_ry or swap contra_ as offsets thereto as specified in the Indenture.

(d) The _ansfers and payments shall be appropriately adjured by Officer's Ce_ificate of the
Authority to reflect the date of issue of Notes or Bond_ any accrued or capitalized intere_ depos_ed in
the Bond Account, actual rates of in_res_ any amount needed or held in the Accounts for Debt Service
payable in the current Col_efion Quaae_ and any purchase or redemption of Notes or Bond_ so that
there will be av_ble on each payment date the amount necessary to pay Debt Serv_e and so that
accrued or cap_alized interest will be applied to the installmen_ of interest to which it is applicable.
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(e) Revenues shall in all evenB be transfe_ed _om the Col_cdon Account to the Bond
Account or Redempt_n Account to provide for the timely payment of Debt Service, and all Revenues
shall be applied to pay Debt Service and other amounts then overdue pu_uant to the remedhi provi_ons
of the Indenture.

Bond Account. A Bond Account is establ_hed with the Tru_ee and money shall be deposited
therein as provided in the Indenture. Accrued interest received upon the sale of Notes (if so specified by
Series Resolution) or Senior Bonds shall be deposited in the Bond Account The money in the Bond
Account shall be held in _ug and, except as otherwise provided, sh_l be applied solely to the payment of
Debt Serv_e. If at any time the amount held in the Bond Account exceeds Quaaedy Debt Service, plus
the amount payable therefrom in the cu_ent Payment Period, the Tru_ee shMl _ansfer such excess to the
Col_ction Account as Revenues. The Tru_ee shall pay, or _ansfer money _om the Bond Account to a
Paying Agent in time for the Paying Agent to Pax Debt Serv_e when due in same-day funds.

Redemption AccounL A Redempt_n Account is egaN_hed with the Trugee and money shall be
deposhed there_ as prov_ed in the Indenture. The money and _ve_ments in such Account sh_i be he_
in _u_ and, except as otherwise specified, shall be applied by the Trugee to the redemption of Bonds and
Notes. Upon d_ection by Officeffs Ce_ific_e of lhe Authority, the Trugee sh_l apply money in the
Redempt_n Account to the purchase of Bonds and Notes for cancdlation at prices not exceeding (unless
so d_ected by Office_s Ce_ificate of the Authority) the price _ which they are then redeemab_ (or next
_deemab_ if they are not then redeema_e), but not wRh money required to pay Bonds or Notes for
which notre of redemption has been _ven. Accrued _tere_ on lhe purchase of Bonds and Notes may be
paid _om _e Bond Account (if so payable under the Indenture) or as dire_ed by OfficeFs Ceaifica_ of
the Authority.

When money in the Redempt_n Account is to be ap_ied to the redemption of Notes or Bond_
the Tru_ee shall pay, or _ansfer such money to a Paying Agent in time for the Paying Agent to pay, such
Notes or Bonds when due in sam_day funds.

If on any d_e the amount in the Bond Account is less than the amount then required to be applied
to pay Debt Service then du_ the Trus_e shall apply the amount in the Redemption Account (other than
any sum igevocably set aside for pa_ular Notes or Bonds no longer Out_anding) to the extent
nece_ary to meet the deficiency.

Redemption of the Bonds and Notes. The Au_ority may _deem Bonds and Notes m i_ o_ion in
accordance with _eir terms and shall _deem Bonds and Notes in accordance with their terms pursuant to
any mandatory redemption ("fin_ng fundO mqui_mems e_ablished by Ser_s Resolution. When Bonds
or Notes are cMied for redemptM_ the accrued inte_ thereon shall become due on _e _dempt_n dine.
To the extent not otherwise pro_de& the Author_y shall deposit with the Tru_ee on or prior to the
_dempt_n dine a suffi_ent sum to pay _e _dempt_n price and accrued inte_.

The Au_y shall not by pu_h_e or o_ionM mdem_ion cause Quarterly Debt Servi_ to
exceed $330 million unless e_her cash is on hand _e%L held by the Authority or in the Redem_ion
AccounL or this limit has been modified by Officer's Ce_fica_ of the Au_ity with Rming
Confirmation.

Unless _herwi_ specified by Series Res_ _e_ shall, _ _e option of the A_hority, be
applied to or c_d_ed again_ any sinking _nd _qukement the principal amount of any such Bonds that
have been debase& pu_hased or _deemed and not pre_ous_ so applied or credRed. Debased Bonds
shall, _ _e o_ion of_e Au_ority, no longer be em_e& but may be su_ect, m _e provis_ns _eof for
mand_ory _dem_n.
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When Bonds or Notes are to be redeemed prior to maturity, the Tru_ee shMI give notre in the
name of the Authority, which notice shall _e_ify the Bonds or Notes to be redeemed, state the date fixed
for redemption and _ate that such Bonds or Notes will be redeemed at the corporate _u_ office of the
Tru_ee or a Paying Agent. The notice shall fuaher state that on such date there shall become due and
payab_ upon each Bond or Note to be redeemed the redemption price thereo_ together wRh intere_
accrued to the redemption dat_ and that money therefor having been depos_ed with the Tru_ee or Paying
Agent from and after such dat_ intere_ thereon shMI cease to accrue. The Trustee shMl give 30 days'
notice by mail, or otherwise _ansmit the redemption notice in accordance w_h any appropriate provi_ons
of the LFL and wilh the appl_able Series Resolution, to lhe regi_ered owners of any Bonds Cr Netes
which are to be redeemed, at their addresses shown on the regi_ration books of the Authority. Such
notice may be waived by any Holder of Bonds or Notes to be redeemed. Failure to _ansmR notice to a
pa_icu_r Holde_ or any defect in the notice to such Hoide_ shall not affect the redemption of any other
Bond or Note.

Investment. Pending i_ use, money in the Accoun_ may be invested by the Tru_ee in Eligible
lnve_ments maturing or redeemable at the option of the holder at or before the time when such money is
expected to be needed and shall be so inve_ed pursuant to wfi_en direction of the Authority if there is not
then an Event of Defau_ known to the Tru_ee. Inve_ments shall be held by the Tru_ee in the respective
Accoun_ and shMI be sold or redeemed to the extent necessary to make payments or _ansfe_ from each
AccounL

Except as otherwise specified, any in_reg real_ed on invegments in any Account and any profit
realized upon the sale or other disposR_n thereof shill be credRed to the C_ion Account.

The Tru_ee may hold undivided interegs in Eligible Inve_ments for more than one Account (for
which they are eligible) and may make interfund _ansfers in kind.

If any money is inve_ed under the Indenture and a loss resuRs therefrom so that there are
insuffident funds to pay Debt Serv_e or to redeem Bonds or Notes c_led for redemption, then the
deficiency sh_l be timely filled from Revenues (as Debt Service if so payable under the Indenture).

Unclaimed Money. Except as may o_erwise be _quired by ap_a_e law, in case any money
deposi_d with the Trus_e or a Paring Agent for the payment of the pr_c_ o_ or _ or prem_m,
ifan_ on any Bond or Note rem_ns unel_med for two yea_ after such princ_al, intere_ or p_mium has
become due and payabl_ the Fiduciary may and upon _ceipt of a wri_en reque_ of the Author_y will
pay over to the Authority the amount so deposi_d and the owner of such Bond or Note shall be entRied
(su_e_ lo _y ap_ab_ _e of limkation_ to look only to the Au_ofity as an unsecured cred_cr for
the payment thereo_

Recovery and Pa_ Debt Account. A Recovery and Parity Debt Account is established wkh the
Tru_ee and money shall be deposked therein as provided in the Indenture or by Officefs Ce_ificate. The
money in the Recovery and Par_y Debt Account shall be held in _u_ and, except as otherwise prodded,
shall be appl_d sole_ to the payments of Recovery Oblig_ions and Parity Debt payable there_om. If at
any time the amount held in the Recovery and Parity Debt Account exceeds Quaaedy Subordin_e Debt
Serv_ plus the amount payable therefrom in the cu_ent Payment Period, the Tru_ee sh_l _ansfer such
excess to the Collection Account as Revenues, At the third _vel of priority described under "Ap_n
of Revenue_' and su_e_ to rights of the Holde_ of Notes Out_anding prior to O_ober 4, 2001 : _ the
beginning of each Col_cfion Qua_e_ the Trus_e shall begin to _ans_r all Revenues to the Recovery and
Par_y Debt AccounL and shall continue such _ansfers until the amount in the Recovery and Parity Debt
Account is equal to one-half of Quaffedy Subordinate Debt Serv_e; and on the fi_t business day of the
second month of each Col_cfion Qua_e_ the Tru_ee sh_l resume or continue such transfe_ until
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Qua_edy Subord_ate Debt Service is held in the Recovery and Parity Debt Account. To the extent that
Qua_erly Subordinate Debt Service includes princ_, intere_ or premium on Bonds or Notes to be
purchased or redeemed prior to maturRy, or Revenues are av_lable to pay prindp_ of Notes, such
amounts may be paid through the Redemption Account or an escrow fund, and the Authority may by
OfficeEs Ce_ificate direct the Trus_e to _ansfer Revenues thereto. Prior to any payment date from the
Recovery and Parity Debt Account, the Authority may by Officer's Ce_ific_e estimate intere_ payable _t
a variable rate; or Peat anticipated receipts on an andllary or swap contact as offsets thereto as specified
in the Indenture. The transfe_ and paymen_ shall be appropriately adjured by Office_s Ce_ificate to
reflect the date of issue of Notes or Bond_ actual rates of intere_, ant_ipated receipts of proceeds or
Revenue_ any amount needed or held in the Recovery and Parity Debt Account, and any purchase or
redemption of Notes or Bond_ so that there will be av_lab_ on each payment date the amount necessary
and so that accrued or capital_ed intere_ will be applied to the in_lments of intere_ to wh_h it is

appl_able. The Tru_ee shall pay, or transfer money from the Recovery and Parity Debt Account to a
Paying Agent in time for such Paying Agent to pay, Recovery Obligations and Parity Debt when due in
same-day funds.

Contract; Obligations to Beneficiaries. In con_demfion of the purchase and acceptance of any or
all of the Bonds and No_s and andllary and swap con_ac_ by those who shall hold the same _om time
to time, the provisions of the Indenture shall be a part of the contact of the Authority wRh the
Benefichrie_ and shall be deemed to be and shall con_Rute con_acB among the Authority, the Truge_
the City to the extent specified in the Agreemen_ the Benefioaries _om time to time and, to the extent
specified in the Act, the State. The pledge made in the Indenture and the covenanB set fogh to be

performed by the Authority, the City and the State shall be for the equal benefiL protection and security of
• e Benefidaries of the same priority. All of the Outs_n_ng Bonds or No_s or andllary or swap
con_a_s of the same priority, regard_ss of the time or times of their issuance or m_urity, shall be of
equal rank without preferenc_ priority or di_inction of any thereof over any other except as exp_ssly
provided pu_uant to the lnden_re and the Act.

The Authorky sh_l pay when due _1 sums payable on the Bonds and Notes, _om the Revenues
and money designmed in _e Inden_re, su_e_ only to (i) the Act and the Indenture, and (ii) to the extent
permi_ed by the Act and the Indemure, (x)ag_emen_ with Holde_ of Outs_nding Bonds and Notes
pledging paa_ular c_l_er_ for _e payment _e_of and (y) _e righ_ of Benefic_fies under ancillary
and swap contact. The ob_g_n of the Amhority to pay prindpal, intere_ and redempt_n p_mium, if
an_ to _e Holde_ of Bonds and Notes shall be absolute and uncondit_nal, shall be binding and
enfo_eaNe in all ci_um_ances wh_soeve_ and shall not be su_e_ to s_off, _coupment or
coun_laim. The A_hority shall also pay its operating expenses.

Enforcement. The Authority shall enforce or cause the Tru_ee to enforce by appropr_te legal
proceed_g_ each covenanL pledge or agreement made by the City or the State in the Indenture or in or
pursuant to the Act for the benefit of any of the Benefic_fie_

Sales Taxes. For each fiscal year of the City for which the Mayor has given a notice to the State
Comptroller pu_uant to the State Covenant, the Authority shall reque_ the State Comptroller to schedule
payments of Sales Taxes to the Authority, based on the AuthorRy's projections of Personal Income Taxes
and debt serv_ so that the Authority will receive Tax Revenues in each Col_cfion Quaaer suffi_ent to
pay i_ obligations but in all even_ at iea_ equal to the Qua_edy Payment Requ_ement. Such reques_
shall be modified, as o_en as necessary, to reflect experience and revised projections.

Tax CovenanL The Authority shall at all times do and perform all ac_ and things permi_ed by
law and necessary or desirable in order to assure that interest paid by the Authority on Tax-Exempt Bonds
and Tax-Exempt Notes shall be excludab_ _om gross income for Federal income tax purposes pursuant
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to §103(a) of the Tax Code; and no funds of the Authority shall at any time be used directly or indirectly
to acquire secufit_s or oMigations the acquisition or holding of which would cause any Tax-Exempt
Bond or Tax-Exempt Note to be an arbitrage bond as defined in such Code and any appi_able
Regulations issued thereunder. If and to the extent required by the Code, the Authority shMI pedodic_ly,
at such times as may be required to comply with the Code, pay _om the Project Fund or as an operating
expense the amount if an_ required by the Code to be rebated thereto or p_d as a related penMty.

Accoun_ and Report. (_ The Authority shall (1) cause to be kept books of account in which
compile and accurate entries shNI be made of its transactions _l_g to all funds and accounts under the
_denmre, which books shall at all reasonaNe times be su_e_ to the inspe_n of the City, the Tru_ee
and the Holde_ of an agg_gme of not less than 25% in princ_N amount of Bonds and Notes then
Out_anding or their _presentatives du_ au_orized in wfitin_

(2) annuNly, wRhin 185 days a_er the close of each fiscal yeaq deliver to the Tru_ee and
each R_ing AgencN a copy of i_ aud_ed financial _ements for such fiscal year;

(3) keep in effect at all times by Officer's Ceaific_e an accurme and cu_ent schedule of _1
Quavery Debt Service to be payable during the life of then Out_and_g Bonds, No_s and Senior
Agreemen_ secured by the Bond Accoun_ ce_ifying for the purpose such e_im_es as may be necessary;
and

(4) deliver to each Rating Agency a quavery _atement of cash flows, inOuding Revenues
received, transfers to the Bond Account and the Redemption AccounL Bonds and Notes issued, and
payments of princip_ and intere_, and an annual _atement of the State's co_s in administerin_
collecting and distributing the Tax Revenues.

(b) To implement the State Covenant, lhe Ch_rpe_on of the Authority shall, not less than 30
days prior to the beginning of each City fiscfl yeaL ceaify to the State Comptroller, the GovernoL and the
Directors of the Authority a schedule of maximum annual debt service payments due on the Bonds and
Notes respectively then Outstanding.

(c) The Authority shall deliver to the Tru_ee, not less often than quaaerly, an Officer's
Ce_ificate showing (i) Revenues on a pro-forma basis for the current fiscal year and each of the two
preceding fiscal years, as received, expected and adjured as if current statutes had been in effect for the
three-year period; (ii)Debt Service to be paid in the next three fiscal years; and (iii)whether such
Revenues are at lea_ 150% of such Debt Service.

Ratings. Unless otherwise specified by Series Resolution, the Authority shall pay such
reasonable fees and provide such av_hb_ information as may be necessary to obtain and keep in effect
ratings on _i the Senior Bonds _om at lea_ two nationally recognized _at_tic_ rating organizations.

No Other Business. The Authority shall not engage in any line of business not contemplated by
the Act.

No Indebtedness or Funds of City. The Indenture does not constitute indebtedness of the City for
purposes of §20.00 of the LFL or any con_ufionfl or _mutory iim_ation. The Authority's revenues are
not funds of the City.

State Covenant and Tax Contact. The Authority includes in the Indenture: (a) the State's
pledge and agreement wkh the Holders of Outstanding Bonds and Notes that the State will not limit or
alter the rights vexed in the Authority by the Act to fulfill the terms of any agreements made with the
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Ho_e_, or in any way impair the righ_ and remed_s of such Ho_e_ or the security for the Bonds and
Notes until such Bonds and Notes, toge_er wi_ the interest thereon, and all cons and expenses in
conne_n with any action or proceeding by or on behalf of such Holder_ am fully paid and discharged,
(b) the fuaher terms of §2799-ii of the A_ to the effect the: Nothing conta_ed in this covenant sh_! be
deemed to reNrict the right of the State to amen_ modify, repeal or otherwise alter statues imposing or
relating to the Person_ Income Taxe_ but such Exes payable to the Authority shall in _1 events continue
to be so payable so long as any such taxes are imposed. Not less than 30 days prior to the be_nn_g of
each City fisc_ year, the Ch_rperson of the Authority shall ce_ify to the State Comptroller, the
Governo_ and the members of the Board of Dire_o_ of the A_hority a schedule of maximum annual
debt service paymen_ due on the Bonds and Notes then Outstandin_ To the extent th_ Personal Income
Taxes payable to the Au_ority during such fisc_ year are preened by the Mayor to be _suffident to
meet at lean 150% of maximum annual debt serv_e on the Bonds then Outstandin_ the Mayor sh_l so
notify the State Comptroller and _e State Comptr_ler sh_i pay to the Authority _om Sales Taxes such
amount as is necessary to provide at lea_ 150% of such maximum annu_ debt service on the Bonds;
prov_ed, howeve_ that for so long as any indebtedness of MAC rem_ns outNand_g no S_es Taxes thin
are, as of March 5, 1997, or may in the future be, _quired to be deposi_d in the Mun_ Assistance
Tax Fund e_a_ished under §92-d of the State Finance Law shall be paid to the Authority except out of
funds th_ are otherwise required to be paid to _e City under th_ section. Nothing in this covenant sh_i
be deemed to oblig_e the State to make any addkionai paymen_ or impose any taxes to s_isfy the
obl_ations of the Authority; and (c) _e tax cont_ of the S_ in _e A_.

Authority Acknowledgments. (a) The Authority acknowledges th_ the City's covenan_ and
pledge and agreement for the benefit of the H_ders and the State Covenant and Tax Contact con_Rute
important security pro_fions of the Om_and_g Bonds and Notes, and to the ful_N extent permi_ed by
applicable Federal and State law, wa_es any right to asse_ any clam to the contrary and agrees that it
will nether in any manner di_ or _di_ctly asse_, nor in any manner dire_ or _rectly support _e
assenion by the City, the St_e or any other pe_on o_ any such clam to the contraryl

(_ By _o__ _ the City's covenan_ and pledge and ag_emem _r the benefit of
the Holde_ and the S_e Covenant and Tax Comm_ conNim_ i_o_t _c_ity provisions of the
Outstanding Bonds and N_es, the Au_ity also acknow_dge_ to the _ll_t ex_nt __ by
applicable Federal and St_ law, th_ in the event of any _il_e or m_! by the City or the St_e to
comply _ewith, the Ho_e_ of the Ou_di_ Bonds or N_es may have su_md monetary damage_
the extent of the _medy _r which may be, to the _i_N extent _i_d by ap_ab_ Federal and State
la_ d_mineC in addRion to any other _medy av_hb_ m I_ or in equi_ in the course of any action
taken pu_ua_ to the _de_ and to the _I_N e_nt p_m_ed by ap_a_e Federal and S_e la_
the Authority waives any right to asse_ any claim to the com_ry _d a_ees th_ _ will nether in any
manner di_ or _di_ asse_ nor in any mann_ di_ or indi_ suppo_ the asse_ion by _e
City, the Stme or any other pe_on o_ any claim to the e_ct that no such moneta_ _ma_s have been
_d.

(c) The Authorky confirms that the acknow_dgmen_ and agreemen_ summarized fo_h in
paragraphs (a) and (b) above have been included as a result of negotiations wkh the underwriters of the
Bonds and may fu_her acknow_dge in any Series Resolution if and the extent to which any provision of
the Resolution has been amended, or any provision of such Ser_s Resolution has been included therein,
as a result of the same or similar negotiat_ns.

Righ_ and Dut_s of the Fiduciaries. The F_uc_r_s shall not be required to monRor the
financial condition of the Authority or the phys_N condition of any Project and, un_ss otherwise
expressly provided, shall not have any responNNiity with _spect to repo_ not_es, ce_ific_es or other
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documents filed with them under the Indentu_, exce_ to make them av_Ne for inspe_n by
Benefic_riem

Upon a failure of the Authority to make a payment of Debt Service when due or a failure known
to the Tru_ee to make any other required payment with_ 7 days after the same becomes due and payable,
the Tru_ee shall give wri_en notice thereof to the Authority. The Tru_ee sh_l give notices of defau_
when ins_ucted to do so by the wri_en d_ecfion of another Fiduciary or the owners of at lea_ 25% in
principal amount of the Outstanding Senior Bonds or w_h respect to specified events, if actually known
to an Authorized Office_ The Tru_ee sh_l proceed under the Indenture for the benefit of the Holders in
accordance wRh the wriRen directions of a M_ority in lntere_ of the Out_anding Senior Bonds. The
Tru_ee shall not be required to take any remedifl action (other than the giving of notre) unless
reasonable indemnity is furnished for any expense or i_bilRy to be incu_ed.

Each Fiduciary shall be enti_ed to the advice of counsel (who may be counsel for any party) and
shall not be liable for any action taken in good faRh in reliance on such advice. Each Fiduc_ry may rely
conOufively on any not_ ceaificate or other document furnished to it under the Indenture and

reasonably believed by it to be genuine. A Fiduciary shall not be liable for any action taken or omiRed to
be taken by it in good faith and reasona_y believed by it to be within the discretion or power conferred
upon i_ or taken by it pursuant to any direction or in,ruction by which it is governed under the Indenture
or omiRed to be taken by it by reason of the lack of direction or ingruction required for such action, or be
responsib_ for the consequences of any e_or of judgment reasonably made by R. When any payment or
consent or other action by a Fiduciary is called for by the Indenture, the Fiduciary may defer such action
pending receipt of such evidenc_ if any, as it may reasonably require in suppoa thereo£ A perm_sive
right or power to act shall not be construed as a requirement to act.

Any fees, expenses, reimbursements or other charges which any Fiduciary may be entitled to
receive _om the Authority, if not otherwise p_d, shall be a fi_t lien upon (but only upon) any funds held
by the Trugee for payment of operating expenses.

Paying Agent. The Authority designates the Tru_ee a Paying Agent. The Authority may
appoint addition_ Paying Agent_ gener_ or for specific purposes, may discharge a Paying Agent _om
time to time and may appoint a successor. The Authority sh_l designme a successor if the Trus_e ceases
to serve as Paying Agent. Each Paying Agent shall be a bank or _u_ company eli_ble under the Act, and
unless otherwise provided by Series Reso_fion shall have a ca_tal and surplus of not less than
$50,000,000 and be re_gered as a _ansfer agent w_h the Securities and Exchange Commiss_n. The
Authority sh_i g_e notre of the appointment of a successor to the Tru_ee as Paying Agent in writing to
each Benefioary shown on the books of the Trugee. A Paying Agent may but need not be the same
person as the Tru_ee. Unless otherwise prov_ed by the Authority, the Trus_e as Paying Agent shall act
as Bond and No_ re_strar and _ansfer agenL

Resignation or Removal of the Trus_e. The Tru_ee may resign on not less than 30 days' wri_en
notice to _e Authority and _e Holder. The Tru_ee will prompt_ ce_ify to the Authority th_ it has
given wriaen notice to all Holde_ and such ce_ific_e will be condufive evidence that such notice was

given as required by the Indenture. The Tru_ee may be removed by wri_en notre from the Authority (if
not in default) or a M_ority in Intere_ of the Ou_tanding Senior Bonds to the Tru_ee and the Authority.
Such res_n_n or remov_ shall not take effect until a successor has been appointed.

Successor Fiduciaries. Any corporation or association which succeeds to the mun_ip_ corporate
uu_ business of a Fiduchry as a whole or sub_anthlly as a whol_ whether by sal_ merge_
consolidation or otherwise, shall thereby become vested with all the property, right, powers and duties
thereof under the Indentur_ without any fu_her act.
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In ease a Fiduciary resigns or is removed or becomes incapable of acting or becomes bankrupt or
insolvent, or if a receiveL liquidator or conservator of a Fiduciary or of i_ property is appointed, or if a
public officer takes charge or con_ol of a Fiduc_ry, or of its prope_y or affairs, then such Fiduc_ry shall
with due care terminate i_ aetivRies and a successor may, or in the case of the Tru_ee shall, be appointed
by the Authority. If no appointment of a successor Tru_ee is made w_hin 45 days a_er the giving of
wri,en notice of resignation or after the occu_ence of any other event requiring or authori_ng such
appointment, the outgoing Truaee or any Holder may apply to any coua of competent jurisdiction for the
appointment of such a successoL and such eou_ may thereupon, a_er such notice, if any, as such cou_
may deem propel appoint such successo_ Any successor Trus_e shall be a _u_ company or a bank
having the powers of a _u_ company, located in the State, having a capital and surplus of not _ss than
$50,000,000.

No Statutory Trusme. Pursuant to the Act, the rights of the Holders of Bonds and Notes to
appoint a statutory _ustee are abrogated.

Fiduciaries for Notes and Subordinate Bonds. The Authority may by Series Resolution provide
for the appointment of a Fiduciary (which may be the Tru_ee) to represent the Holde_ of Notes or
Subordinate Bond_ having powe_ and duties not incon_stent with the Indenture or the Act.

Reg_mred Owne_. The enum_n of cen_n provis_ns ap_able m DTC _ H_der of
immobilized Notes and Bonds sh_l n_ be con_rued in lim_n of the rights of the Amhofity and each
Fidudary _ _iy upon _e _stration books in all dmum_ances and _ _e_ _e _stered own_s of
Notes and Bonds as the owne_ _e_of _r all purpo_s not _herwi_ speofic_ provided _r.
N_wi_and_g any oth_ provisions of _e Indenture, any payme_ _ _e _ed own_ of a N_e or
Bond shall s_is_ _e Amhority's obl_ations thereon m the extent of such payment.

Even_ of Default," DefauR. "Event of Defau_' in the Indenture means any one of the even_ set
fo_h below and '_efauW' means any Event of Defau_ w_hout regard to any lapse of time or notice.
(a) The Authority shall fail to pay when due any in_reg, princ_ or redemption premium on a No_ or
Bond. (b) The Author_y sh_l fail to make any other _quired payment to the Tru_ee or other Fidu_ary
and such failure is not remedied wi_in 7 days after wriRen notice thereof is given by the Trugee or other
F_udary to the Authority. (c) The Authority shall fail lo observe or perform any of i_ other agreements,
covenants or o_ig_ns under the _denture and such _ilu_ is not remed_d wkhin 30 days after wfiaen
notice thereof is given by the Trugee to the A_hofity. (d) Specified even_ of insolvency. (e) The St_e
shall (i) amend, akeL repe_ or fail to comfy w_h the State Covenant or iB tax contra_ in the Act as in
effe_ on the date hereof or (ii) enact a moratorium or other similar law affecting the Bonds or Notes or
(iii) amend, modify, repeal or o_erwise alteL in any m_efiai respect, (y) the _quirement of §1313 of the
Tax Law the: "The comptroller, after reserv_g such refund fund and such cons shall, commenc_g on
or before the fifteenth day of each month, pay to the New York city transition_ finance authority on a
dMly basis the b_ance off Personal Income Taxes or (z) the requ_ement of §2799-ii of the Act the: "To
the extent th_ the tax revenues payable to the authority under section thirteen hundred thi_een of the tax
law during such fiscal year are proje_ed by the mayor to be insuffioent to me_ _ lea_ one hundred fifty
percent of ma_mum annu_ debt service on authority bonds then outgandin_ the mayor shall so notify
the gate comptroller and the _ate comptroller shall pay to the authority _om" Alternative Revenues such
amount as is necessary to provide at lead 150% of the maximum annual debt serv_ su_e_ to the
proviso in effect _ the date of the fir_ series of Bonds _cogni_ng the prior lien in favor of MAC. (_ The
St_e Comptroller shall fail or refuse to comp_ with any pro_fion of law in effect for the benefit of the
Authority. (g) The City shall fail to observe or perform any of iB agreement, covenanB or obl_ations
under the Agreement for the benefit of the H_de_ and such failure is not remedied within 30 days after
wriRen notice _ereof is given by the Trugee to the City and the Authority or by the Authority to the
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Trugee and the City. (h) Any Office_s Ce_ific_e delivered pu_uant to paragraph (c) of"Accounts and
Repots" above shill show estimated Revenues to be less than 150% of Debt Service.

Remedies of the Trusme. If an Event of Defauk occurs and is continu_ff (1) The Truaee may,
and upon wri_en reque_ of the Ho_e_ of 25% in principal amount of the Senior Bonds Outstand_g
shall, in i_ own name by action or proceeding in accordance w_h the Civil Practice Law and Rules:
(a) enforce all rights of the H_de_ and require the Authority oh to the extent permiRed by law, the St_e
or the City to carry out iB agreemen_ with the Holde_ and to perform _s duties under the A_; (b) sue
upon such Bonds and Notes; (c) require the Authority to account as if it were the _u_ee of an express
_ust for the HCde_ of such Bonds and Notes; and (d) e_oin any a_s or _ings which may be un_wful or
in vi_ation of the rights of the Ho_e_ of such Bonds and Notes. (2) The Trugee shall, in additio_ have
and possess all of the powers necessary or appropri_e for the exercise of any fun_ns speoficflly set
fo_h in the Act or incident to the general representation of Holde_ in the enforcement and prote_ion of
their fights. (3) If such Event of Defauk is described in clause (a), (d), (e_iii) or (h) under "Even_ of
Defau_' above, the Trugee shall (a) _ve wriRen notice thereof to the Authority, the H_de_, the Mayor,
the City Comptrol_L the Speaker of the Council, the GovernoL the State Comptroller, the chair and
ranking minority member of the SenSe Finance CommiRe_ the chair and ranking minority member of
the A_emb_ Ways and Means CommiRe_ and the State Finand_ Con_ol Board for the City, and (b) if
so dire_ed by a M_ofity in ln_reg of the Senior Bond_ and having given 30 days' notice to the
Authority, declare the princ_ amount of all Bonds and Notes to be, and the same shill becom_ due and
payable.

Note and Subordinate Bond Remedies. Subject to the prior appl_ation of the Accoun_ to pay
Debt Serv_e and to the Indenture, the Holders of Notes or Subordinate Bond_ or a Fiduciary appo_ted
for them, may enforce the provifions of the Indenture for their benefit by appropriate legal proceedings.

Individual Remedies. No one or more Holde_ shill by his or their action affect, di_urb or
proud_e the pledge crewed by the Indenture, or enforce any right under the Indenture, except in the
manner therein prov_ed; and all proceedings _ law or in equity to enforce any pro_fion of the Indenture
shall be institu_ had and m_nt_ned in the manner provided therein and for the equ_ benefit of all
Holde_ of the same class; but nothing in the Indenture shill affect or imp_r the right of any Ho_er of
any Bond or No_ 1o enforce payment of _e principal thereo£ premium, if an_ cr intere_ _ereon _ and
after the m_urity thereo_ or the obl_ation of the Author_y to pay such prindp_, premium, if an_ and
in_re_ on each of the Bonds and Notes to the _spective Ho_e_ thereof _ the time, place, from the
source and in the manner expre_ed in the Indenture and in the Bonds and No_s.

Venue. The venue of every a_ion, suit or special proceeding again_ the Authority shall be laid in
the County of New York.

lYaive_ If the Tru_ee d_ermines that a defau_ has been cured before the entry of any tint
judgment or decree with respe_ to i_ the Trugee may waive the default and i_ consequences, by wriRen
notice to the Authority, and shall do so upon wfiRen in,ruben of the Holde_ ofm lea_ 25% in principal
amount of the Out_and_g Senior Bonds.

Application of Money. If av_b_ money in the Accoun_ is not suffic_nt on any day to pay all
Debt Servic_ Subordin_e Bonds and Subordinate Ag_emen_ then due or overdue, such money _u_e_
to the payment of _es and expenses nece_ary to collect Revenues and di_fibu_ De_ Serv_e and to
pro_s_ns theretofo_ made for the payment of Bonds or Notes no longer Outstanding) sh_l be applied
first to the payment of inte_st, including interest on overdue princ_al, in the order in which the same
became due (pro rata with respe_ to intere_ which became due at the same time), and if the amount
av_hb_ shill not be sufficient _opay in full any _fllment or _stallmen_ of in_ or o_ations w_h
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_spe_ to Senior Agreements mmuring on _e same dine, then to the payment thereof ratabl% accord_g
to the amounts due in respe_ of each i_m of De_ Service wRho_ priority or pre_rence of any item over
any othe_ and second to the payment of princ_ 0ncluding sinking fund _stallment_ and redemption
prem_m_ if any, without regard to the order in which lhe same became due (in propo_ion to the amounts
duel and if the amount av_h_e shall not be sufficient to pay in full all principa_ premium or obl_ations
with respe_ to Senior Agreemen_ m_ufing on the same d_e, then to the payment thereof ra_bl_
according to the amounts due in respe_ of each _em of Debt Serv_e wRhout priority or preference of any
i_m over any other and, if the amount av_hNe shall not be suffic_nt to pay in full all pfinc_ due on
any d_e, then to the payment thereof ratabi_ accord_g to the amounts due in respe_ of each i_m of
Debt Serv_ w_hout priority or pre_rence of any Bond over any other; and third to the payment of any
No_s (to the extent not p_d as Debt Serv_e), Subordin_e Bonds and Subord_a_ Agreements then due
and, if_e amounts av_hb_ am _suffic_nt to pay in full all s_ch subordin_ed payment obligation_ then
to the payment thereof ratabl_ w_hout p_fe_nce or priority of any such Rein over any other. For this
purpose Debt Service on Senior Ag_emen_ shall be characterized in accordance with their financial
_rms and intere_ on overdue princip_ shall be _e_ed as coming due on _e fir_ day of each month.
Whenever money is to be applied pu_uant to this se_n, such money shall be applied _ such times, and
_om time to time, as the Tru_ee in its discretion shall d_ermin_ having due regard to the amount of such
money av_iab_ for application and the l_el_ood of addition_ money becom_g av_hb_ for such
applic_n in the futu_.

Supplemen_ and Amendments. (A) The Indenture may be (1) supplemented by delivery to the
Tru_ee of an in_rument ceaified by an Authorized Officer of the Authority and executed or approved by
the Mayor and Comptroller to the extenL if any, required by the Act, to (a) provide for earlier or greater
deposes into the Bond Account, (b)su_ect any propeay to the lien of the Indentur_ (c)add to the
covenants and agreements of the Authority or su_ender or limit any right or power of the Authority,
(d) identify pa_icular Notes or Bonds for purposes not inconsi_ent with the Indenture _duding credit or
I_d_y suppo_, remarketin_ serialization and defeasanc_ or (e) authorize Bonds or Notes of a Ser_s
and in connection therewith determine the ma_ers refe_ed to in the Indenture and any other things
relatNe to such Bonds or Notes that are not pr_udici_ to the Hoider_ or to modify or rescind any such
authorization or determination at any time prior to the fi_t authentication and delivery of such Series of
Bonds or Notes; or

(2) amended by the Authority and the Tru_ee with the approval of the Mayor and
Comptroller to the extenL if any, required by the Act, (a)to cure any ambiguity or defecL (b)to add
provisions that are not pr_udici_ to the Holder, (c) to adopt amendments that do not take effect unless
and until (i) no Bonds or Notes Out_anding prior to the adoption of such amendment remMn Outstanding
or (ii) such amendment is consented to by the Holders of such Bonds or Notes in accordance with the
Indentur_ or (d) pursuant to paragraph (B) summarized below.

(B) Except as descried in the foregoing paragraph (A), the Indenture may be amended
(1) only with the wriaen consent of a M_ority in lntere_ of the Subordinate Bond_ Senior Bonds and
Notes (acting as three separate classes) to be Out_anding at the effective date thereof and affected
thereby; but (2) only w_h the unanimous wdaen consent of the affected Holders for any of the following
purposes: (a) to extend the maturity of any Bond or Note, (b) to reduce the princip_ amount or intere_
rate of any Bond or Note, (c) to make any Bond or Note redeemab_ other than in accordance with _s
term_ (d) to create a preference or priority of any Bond or Note over any other Bond or Note of the same
class or (e) to reduce the percentage of the Bonds and Notes required to be represented by the Holde_
giving their consent to any amendment.
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(C) Any amendment of the Indenture sh_l be accompanied by a Counsd's Opinion to the
effect _at the amendment is permiRed by law and does not adve_dy affect the exdufion of intere_ on
• e Tax-Exempt Bonds and Tax-Exempt Notes _om gross income for Federfl income tax purposes.

Beneficiaries. The Indenture is not intended for the benefit of and shall not be con_rued to c_e

rights in paaies other than the City, the Authority, the F_udaries, the Holde_ of Notes and Senior
Bonds and the other Benefi_r_s to the extent specified _erein.

Financial Reporting Covenants. The City (by the Mayor's approv_ of the issuance of the Notes
offered hereby) and the Authority covenant with the HoMers of the Outstanding Notes offered hereby to
comply with the financifl reposing requ_ements of the Financifl Emergency Act for The City of New
York and the Act, respectively, each as in effect _om time to time.
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THE AGREEMENT

The Agreement, _du_ng the Trans_ionM Capital Plan a_ached thereto:

(i) describes by reference to _e capital budg_ of the City and the Act the pa_u_r
Projects and Co_s to be financed in wh_e or in pan by the Authority;

(ii) describes the plan for the financing of the Cos_ or Projects;

(iii) se_ fo_h the m_hod _r wh_h and by whom and _e terms and condRions upon
which money prov_ed by the Au_ority shall be di_fibmed to the Ci_, which disbu_eme_s shall occuL
su_e_ to _cei_ by the Au_ori_ of such documentation as to the co_s being _imbu_ed as the
Au_orRy sh_l _asonab_ _qui_, _ lea_ month_;

(iv) provides for the payment of such Co_s by the City under such contrac_ as shall
be awarded by the City or for the City to make a capital contribution of such proceeds as City funds to
another entry for the payment or reimbu_ement of such Co_s;

(v) _qui_s every contact entered into by the City, or another entity _co_ng funds
_om _e City, for Pr_e_s or Co_s to be financed _ whale or in pan by the Authority 1o be su_e_ to _e
prov_ns of the City Chaaer and other applicable laws governing comraOs of the City or such entity, as
the case may be; and

(vi) authorizes the A_hority's a_nment and pledge to the Tru_ee _ trust for the
benefit and security of the Bondh_de_ and, to the extent specified in the Indenture, of No,holders and
the panics to andllary and swap contrac_ of fights of_e Authority under the Agreement.

City _ Further Assurances. Pursuant to the AcL the City acknow_dges the State's grant to the
Authority and the Authority's pledge and asfignment to the Tru_ee o_ and disclaims ownership o_ _l
subject to the terms of the Act: the City's righL title and intere_ in and to the Pe_onal Income Taxes
and the Sales Taxe_ and all rights to rec_ve the same and the proceeds thereo_ and the City will protect
and defend the Tru_ee's rifle thereto.

Separate Accoun_ and Records. The Authority and the C_y represent and covenanL each for
Rsel_ _at: (a) Each of them will m_ntain i_ book_ financial records and accoun_ (_du_n_ wRhout
[imRation, in,r-entity transaction accounts) in a manner so as to identify separately the assets and
Ih_lities of each such entity; each has observed and will observe _1 appl_able corporme procedures and
form_e_ indud_ where ap_able, the holding of regular periodic and special me_ings of
govern_g bod_ the recording and mMntenance of minutes _f such meeting_ and the record_g and
m_ntenance of resolution_ ifan_ adopted _ such meetings; and all _ansa_ns and agreements between
and among the Authority, the City and the Tru_ee have _fle_ed and will reflect the separ_e legal
exi_ence of each entity and have been and will be form_ documen_d in writing. (b) NeRher the
Authority nor the City has commin_ed or will comm_e any of i_ asses, funds or ih_lR_s wRh the
ass_ funds or I_bfl_es of any other pe_on or entity. Each of them has conduced and will conduct all
business between i_elfand third pa_s in ks own name and separ_e and distinct _om the othe_

Project Fund. A Project Fund is e_abl_hed to be held by the Authority. Money shall be
deposited therein as provided in the Indenture. The money and inve_men_ in the Project Fund sh_l be
held in tru_ and, except as otherwise provided in the AgreemenL sh_l be applied by the Authority as
described brow.
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The Authority shall pay _om the Pr_ect Fund the Co_s of Issuance, including any expenses of
the City in connection wRh the issuance of the Bonds and Notes that are approved by the Authority, and
disburse funds to the City to financ_ by payment or reimbursement, Project CapRM Co_s. When all
Co_s of Issuance and Project Capital Co_s have been paid or reimbursed, as evidenced by Office_s
Ceaificates of the Authority and the City, any excess in the Project Fund shall promptly be paid to the
Tru_ee for depos_ in the Collection Account.

The Authority and the City shall develop, and may from time to time modify, procedures for the
disbursement, at iea_ month_, of money to the City from the Proje_ Fund, upon _rm_ conditions and
documentation providing for compliance with the Act, appropri_e provisions of the LFL, the TransRional
Capital Plan, the AgreemenL the Indenture, and the advice of Counsel as to the application of proceeds of
Tax-Exempt No_s and Tax-Exempt Bonds. The City shMl pay Cos_ out of Note and Bond proceeds
under such con_ac_ as shM! be awarded by the City or make a capRal contribution of such proceeds as
City funds to another entity for _e payment or reimbursement of such Co_s.

Money in the Pr_e_ Fund shall be inve_ed and _inveged in accordance with the Act. Earnings
thereon shall be _ansfe_ed to the Col_n Account as Revenue_

Indemni_. The CRy sh_l indemnify the Authority and hold it harmless aging any c_im,
demand, action, liability, damage_ co_, loss or expense (_Ou_n_ wRhout lim_ation, leg_ fees and
disbu_ements) th_ the Authority incu_ arising out of or in relation to any Proje_.

Limited Purpose of Agreemen_ The Ag_ement prov_es for the issuance and payment of _e
A_hority's obi_ations and _e financing and _finan_ng of Pr_e_ CapR_ Co_s. Except as specified in
the AgreemenL the A_hority, the City, and the Trus_e shall have no I_bility to each other or to _e
Benefidaries for the con_ru_ion, _con_ru_n, acqui_fion, in_lation, physic_ conditio_ ownership
or operation of any Pr_e_. The specific Pr_e_ Cap_al Co_s to be paid or _imbu_ed by the Au_ority
shall be d_ermined by the City.

Covenan_ of the City. The City covenants with the Authority, and consents to the pledge and
ass_nment to the Trugee of i_ covenants, the:

(A) The City will at HI times do and perform all acts and things permiRed by law and
necessary or desirable in order to assure that interest paid by the Authority on Tax-Exempt Bonds and
Tax-Exempt Notes shall be excludable from gross income for Feder_ income tax purposes pursuant to
§103(a)of the Code; and no funds of lhe City shall at any time be used directly or indirectly to acquire
securit_s or obligations the acquisition or holding of which would cause any Tax-Exempt Bond or Tax-
Exempt Note to be an arbRrage bond as defined in the Code and any appl_able Regulations issued
thereunde_

(B) The City in _s pape_ and in the _atements of i_ offici_s has refe_ed and will
refer to the Authority as a separate and distinct legal entity; and the City will take no action that is
inconsi_ent with the Agreement and that would give any credRor of the City cause to believe Other that
any such obligations incu_ed by the City would be not only the obligation of the City, but also of the
Authority, or that the City were not or would not continue to rem_n an entity separate and distinct _om
the Authority.

(C) To imp_ment the State CovenanL an Authorized Officer of the City shall, not
less than 30 days prior to the be_nn_g of each City fiscal yea_ and as often as he deems necessary but at
leag quaaer_ thereaffeL ce_ify to _e Authority and the Tru_ee the Mayor's pr_e_ion of Pe_onal
Income Taxes payable to the Authority each month during such fiscal yea_ and if the preened Pe_onal
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Income Taxes are insuffic_nt to meet at lea_ 150% of maximum annu_ debt serv_e on the Bond_ as

ceaified by the ChMrperson of the Authority pu_uant to the Indenture, then (1) the Mayor shall so notify
the State Comptroller, and (2) an Authorized Officer of the City shall, not less than 30 days prior to the
beginning of each City fiscal year in which such projected Personal Income Taxes are insuffic_nt to meet
at lea_ 150% of such maximum annual debt serv_ and as o_en as he deems necessary but at lea_
qua_erly therea_eL ce_ify to the Authority and the Trustee (in addRion to other required ma_ers) the
City's projection of Sales Taxes avai_b_ to be pMd to the Authority each month durigg such fiscal yea_

Statutory Pledge and Agreement ("City Covenant'9. The City pledges and agrees with the
Holders of the Outstanding Bonds and Notes that the City will not limit or Mter the righ_ vested in the
Authority by the Act to fulfill the terms of any agreements made with such Holders pu_uant to the Act, or
in any way imp_r the figh_ and remedies of such Ho_e_ or the security for such Bonds and Notes until
such Bonds and Notes, together with the intere_ thereon and E1 co_s and expenses in connection with
any action or proceeding by or on behalf of such Holder, are fully paid and discharged. This pledge and
agreement shM1not be deemed to re_fict any right the City may have to amend, modify or otherwise Mter
local laws imposing or relating to the Pe_onal Income Taxes so long as, a_er giving effect to such
amendment, modification or other alteration, the amount of Tax Revenues projected by the Mayor to be
av_h_e to the Authority during each of Rs fiscM years following the effective date of such amendment,
modification or other _teration shall be not less than 150% of maximum annual debt serv_e on the
Bonds.

Statutory Requ_emen_ To the extent required by the Act, the City agrees that it shMI require
every contact entered into by the City, or another entity receiving funds from the City, for projec_ or
co_s to be financed in whole or in pan by the Authority to be subject to the provifions of the City Cha_er
and other appl_ab_ laws governing con_ac_ of the City or such entity, as the case may be.

Transfers to City. Su_ect to the provis_ns of the Act and the AgreemenL all money received by
the Authority which, together with other money available for the purposes of the Indenture, exceeds the
amount required for such purposes shall be Wansferred to the order of the City daily or as soon as
pract_a_e but not later than the last day of each month.

City Acknowledgment. (a) The City acknowledges that i_ covenan_ and pledge and agreement
for the benefit of the Holders con_ute impo_ant security provisions of the Bonds and Notes, and to the
fullest extent permi_ed by appi_ab_ Federal and State law, w_ves any right to asse_ any claim to the
contrary and agrees that it will nether in any manner directly or indirectly asse_, nor in any manner
directly or _directly suppo_ any asse_ion of any claim to the con_ary.

(b) By acknow_dging that i_ covenan_ and pledge and agreement for the benefit of the
Hoide_ constRute impo_ant security provisions of the Bonds and Note_ the City also acknow_dges, to
the fullest extent permiaed by applicab_ Feder_ and State law, that, in the event of any fa_ure or refusal
by the City to comply therewith, the Holde_ of the Bonds or Notes may have suffered monetary
damage_ the extent of the remedy for which may be, to the fullest extent permi_ed by appl_able Federal
and State law, determined, in addRion to any other remedy available at law or in equity, in the coupe of
any action taken pursuant to the Agreemen_ and to the fulle_ extent permi_ed by appi_able Federal and
State law, the City w_ves any right to assea any chim to the contrary and agrees that R will neRher in
any manner directly or indirectly asse_, nor in any manner directly or indirectly suppoa any asse_ion of
any claim to the effect that no such monetary damages have been suffered.

(c) The City fu_her acknowledges that the acknow_dgments and agreemen_ described in
paragraphs (a)and (b)above have been included as a result of negotiations with the underwrite_ of the
fi_t series of Bonds and may fu_her acknowledge if and the extent to which any provision of the
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Agreement has been amende& or any provi_on of a Series Res_ufion has been included ther_n, as a
result of_e same or _mi_r negotiat_ns.

Amendment. (A) The Agreement may be (l) supplemented by del_ery to the Tru_ee of an

in_rument ce_ified by an Authorized Officer of the Au_ority and executed or approved by the City to
the extent requi_d by the Agreement and the A_, to (a) upd_e the Trans_n_ Cap_ Plan or (b) add to
the covenan_ and agreements of the City or the Authority for the benefit of the Ho_e_ or su_ender or
limit for the benefit of the Holde_ any fight or power of the City or the Authority; or

(2) amended by the panics with notice to the Tru_ee but wi_out Bondho_er or Noteh_der

consent to (a) cure any ambiguity or defe_ or (b) add provis_ns th_ are not prejudici_ to the Holde_ of
the Bonds and Notes, _c_ding pro_ons th_ do not take effe_ unless and until (i) no Bonds or Notes
Ou_tanding p6or to the adoption of such amendment remain Out_anding or (ii)such amendment is
consented to by Holde_ in accordance w_h the fu_her pro_s_ns of the Agreement.

(B) Except as desc6bed in the foreg_ng paragraph (A_ the Agreement may be amended on_
by the City and the Authority w_h the walden consent of a M_ofity in Intere_ of the Subor_n_e Bond_
Senior Bonds and Notes (a_ing as three separ_e _asse_ to be Outstand_g at the effective date thereof
and alleged thereb_ but only with the unanimous wfi_en consent of the affe_ed Hoide_ to reduce the

percentage of the Bonds and Notes required to be represented by the Ho_e_ giving their consent to any
amendment.

(C) Any amendment of the Agreement shall be accompan_d by a Counsel's Opin_n to lhe
effect th_ the amendment is permiRed by law and does not adversely affect the ex_us_n of in_reg on
• e Tax-Exempt Bonds and Tax-Exempt Notes _om gross income for Federal _come tax purposes.

Beneficiaries. The Agreement is not intended for the benefit of and shall not be cons_ued to
creme righ_ in pa_s other than the City, the AuthorR_ the Fiduciafie_ the H_de_ of No_s and Senior

Bonds, and the other Beneficiaries to the extent specified in the Agreement and the Indenture.
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REPORT OF INDEPENDENT CERTIFIED PUBHC ACCOUNTANTS

To the Board of Dke_ors of the

New York Ci_ Transifion_ Finance Authofi W

We h_ve au&_d _e accompanying bafic fmand_ sm_ments of the New York CiW T_ns_on_ Finance Amhon W
_he "Amhonff'_, as of and for _e yea_ ended June 30, 2001 and 2000, as fis_d m the _b_ of coning. These bas_

fmand_ s_ments a_ _e _sponfi_ff of _e Au_ofiff_ managemene Our _spon_b_ff is m exp_ss an opm_n
on these bas_ fmano_ s_men_ based on our audks.

We conduced our au&_ m accordance with nutting s_ndards gen_a_y accep_d m the Um_d S_tes of America.
Those s_ndards _quire _at we p_n and p_form the aunt to obtain _asona_e assurance about whe_ the

finan_ s_ments are _ee of m_eri_ rniss_ment. An aunt _c_d_ examinm_ on a _st ba_s, e_dence

supporting _e amoun_ and d_dosu_s _ _e finan_M sm_ments. An aunt flso mc_d_ ass_smg the accounting
pfin_p_s used and significant _timates made by managemen_ as we_ as ev_uating the overa_ fman_ s_ment
presentatiom We be_eve that our audks pro_de a _asona_e basis for our opimon.

In our opmio_ _e bas_ finan_ _emen_ _ed to above present fairly, m a_ m_en_ _spe_ the fman_fl
position of the Au_on W as of June 30, 2001 and 2000, and the results of ks ac_fi_ and op_ations for the years
• en ended in conforrruff with accoun_ng pnndp_s gen_a_y accep_d m the Um_d S_s of America.

Our aud_s were conduced for the purpose of forming an opinion on the ba_c financial s_ments _ken as a who_.
The accompanDng management's _uss_n and ana_fis is not a _quired p_t of the bas_ finanofl _ements, but

is supp_men_w _formafion _quired by the Governmen_l Accounting Standards Board. We have appfied ce_n
1Lmited procedure, w_ch cons_ted prmcipa_y of inquiries of management _g_ding me_ods of measu_ment and

presen_on of the supp_men_ mforma_on. Howeve_ we _d not aunt _e _formation and express no opinion
on it.

As described in Note B, _e Amhoriff adop_d the pro_s_ns of Govemment_ Accounting Standards Board
S_ment No. 34, Basic Finandal Statemezts - and Managementk Dis_ssion and _na_sis -_r Ytate and Local Go_men_ as
of Ju_ 1, 2000. In ad_fion, as described _ No_ B, the Au_on_ adop_d the pro_smns of Gov_nmenml
Accounting S_nd_ds Board S_ment No. 33, A_wunting and Finanda/Reporting for Nonex_ange Transactions,as of July
1, 2000. The accompany_g bas_ fman_ sm_men_ _r _e year ended June 30, 2000 have been rescind to reflect
the changes _quired by these sm_ments.

GRANT THORNTON LLP

New YorM New York

Sepmmber 5, 2001 _xcept for Nora G, as to
w_ch the dam is October 3, 2001)
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New York C W T_ndtion_ _nance Authofig

MANAGEMENT'S DISCUS_ON AND ANALYSIS

Our _scussion and ana_sg of the financiM performance of the New York Ci_ Tranm_onM Finance

Authofi_'s _he "Authonff'_ provMes an overvmw of the Authori_ finandM ac_vities for the fiscM year

ended June 30, 2001. Please read it in coNunction with the Authodff_ financial smmmen_, wNch beDn on

page 5.

FINANCIAL HIGHMGHTS AND OVERALL ANALYSIS

Restricmd cash and cash eq_vMen_ decreased by $558 raison (83%), other assets decreased by $23 milton

(13%) and torn assets decreased by $581 mi_on _9%). The decrease in res_icmd cash and cash

eqmvMen_ is due to the timing of_suance of bonds or bond anfi_pafion notes by the Authori_ and the

timing ofAuthofiff paymen_ to New York Ci_ for carrel pr_ec_. Thus at June 30, 2001, restricmd funds

available to _ans_r to New York Ci_ were $558 m_ion less than at June 30, 2000.

Long-mnn _ab_fies increased by $1,464 million (25°/0), shommrm _ab_fies decreased by $545 million

@2%) and total gab_fies payable increased by $919 million (14%). The increase in brig-turin _abN_es is

_om _suance of bonds during the fiscal year ended June 30, 2001. At June 30, 2000, there was $515 million

of shoe-mrm debt that was refinanced by the issuance of bonds du_ng the year ended June 30, 2001, thus

decreasing the shor>mrm _abN_es.

Personal income tax revenue increased by $88 million (2%) and investment earmngs decreased by $29

milton (59%). The decrease in investment earmngs is a combination of lower interest rates and having

funds for a shorter period dunng the year ended June 30, 2001.

OVERVIEW OF FINANCIAL STATEMENTS

The annum financial smmments of the Authofi_ consist of two parts - managcmengs Nscu_Mn and

analysis (this section) and the basic finanmM s_mments.

The entiff-wide financial smmments of the Authod_, whmh include the smmment of net assets _efid 0 and
the _aement of ac_es, are presenmd to display informaUon about the reporting enti_ as a whok, in
accordance with GASB No. 34. The smmment of net assets (defimO and the smmment of acfim_es are

prepared using the economic resources measurement focus and the accruM basis of accounfin_ A_

revenues and expenses are token into account regardkss of xvhen cash is pMd or recdved.

The Authoriv's governmental fund finanmM smmments are presenmd using the current finandal resources
measurement focus and the modified accruM basis ofaccounfin_ They recogmze revenue xvhen it becomes

suscepfibk to accrual, wNch is when it becomes both measuraMe and available to finance expenNtures in
the current fiscal period.
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New York Ci_ T_n_donM _nance Au_ofi_

STATEMENTS OF NET ASSETS (DEFICIT)

June 30,
On _o_and_

2001 2000

ASSETS

Restri_ed cash and cash equNNen_ $ 110,911 $ 669,203
PersonM income mx mcdvab_ 110,181 139,192

Bond issue cos_, net of amor_zation 41,511 35,235

Total assets 262,603 843_630

LIABILITIES

D_mbu_ons payable to New York
City capR_ prog_m 13_75 65,600

Payable to New York Civ 110,181 139,192
Accrued expenses 1,157 594
Accrued mmrest payable 85,244 78,779
Bond anficpa_on noms payable 515_00
Bonds payable

Portion due witNn one year 117,535 73_70
Portion due a_er one year 7_68_75 5_49,185
Unamorfized bond p_mium _counO 26.910 (17,921)

Total _ab_es 7623477 6,704_99

_T _SSE_S (_C_'r)
Rmenmd for capital program 2,899 27,703
R_erved for debt service 92,880 60,306
Defidt U_56_5_ (5,948_7_

Total net assets (defici 0 $_60_7_ $_6036_
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New York City Tran_fionM Finance Authority.

STATEMENTS OF ACTIVITIES

Year ended June 30,

On _o_and_

2001 2000

Expenses
General and administradve expenses $ 3,102 $ 2,778
D_tribudons to New York City for capital

program 1_76_54 1,806,350
Bond interest expense 344,385 243_79
Bond issue expense 3226 3,873

Total expen_tures 1_27N67 _056_80

GenerN revenues

Pe_onM income tax revenues 5_4_545 5,458_66

Less remittances to New York City (5,139,103) (5,211_53)

Pe_onM income tax revenues retNned 407_42 247,113

Invesunent earnings 20,120 49_16

TotM general revenues 427,562 296,329

Change in net assets (1_00,10_ OU59U51)

Net assets _efid 0 - beNnmng of year _60_6_ _,101_1_

Net assets _efici_ - end of year $_6<87_ $_60_6_

The accompanying notes are an integral part of these statements.
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New York CW Tran_uon_ _nancc Amho_ W

BALANCE SHEET
GovernmentM Funds

June 30, 2001
On _ou_nd_

To_

Ca_l Debt Governmen_l
_ects Servke Funds

ASSETS

Rmmcmd cash and c_h eqmva_n_ $18,031 $ 92,880 $110,911
Personal _come tax _ce_a_e _ _

To_l assets $_ $_ $_

HABILITIES AND FUND BALANCES
Liab_ues

D_mbu_ons payable to Nexv York
CiF capi_l program $13,975 $ $ 13,975

Accrued expenses 1,157 - 1,157
PersonM income tax payable to New York Ci_ 9,181 9,181
De,fred personal income tax revenue 101.000 101 000

Total _ab_es 15 132 110 181 125 313

Fund bMances

Reserved for capitol program 2,899 - 2,899
Reserved for debt service 92 880 92 880

Total fund balances 2 899 92.880 95 779

Total babbles and fund bahnces $18.031 $203.061 $221092

The aa'ompanyingnaresarean integralpart of this stalemenL
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New York Civ Transi_onN Nnan_ Au_onv

BALANCE SHEET
Gov_nmentM Funds

June 30, 2000
On _ou_nd_

Tot_

Capi_l Debt Governmen_l
Pr____j.ec_ Service Funds

ASSETS

Res_ic_d cash and cash eqmva_n_ $608,897 $ 60,306 $669,203
Personal income tax rece_ab_ 139192 139192

To_l assets $fi.013.,_ $MP=P=,-4_ $808.395

LIABILITIES AND FUND BALANCES
Liab_es

Bond an_dpafion notes payaMe $515,000 $ $515_00
Dmtnbuuons payab_ to New York
Ci_ capital program 65,600 65,600
Accrued expenses 594 594
Personal income tax payaMe m New York CiF 2,192 2,192
De,fred pe_onfl income tax revenue 137 000 137 000

Total hab_fies 581 194 139 192 720 386

Fund balances

Reserved for capR_ program 27_03 - 27,703
Reserved for debt servme 60 306 60306

To_l fund balances 27.70_ 60.306 88.009

Total _ab_es and fund balances $_ $199.498 $808.395

The a_zvmpa_ing no_ a_ an _ra_a_ _ _# stateme_
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New York Ci_ Tran_fion_ _nance Authon_

STATEMENT OF REVENUEK EXPENDITURE_ AND CHANGES IN FUND BALANCES
GovernmentM Funds

Year ended June 30, 2001
On _ou_nd_

Total

Capk_ Debt Governmen_l
Proje_s Service Funds

Revenues

Pe_on_ income _x revenues $ $ _58_545 $ _58_545
Less mmi_ances to New York Cig _fl7510_ _,17510_

Personal income mx revenues _ta_ned 407,442 407_42

Inmost _come 13.956 6,164 20,120

Toni revenues 1_,956 413.606 427.562

Expenditures
Bond interest expense 34_428 344_28
Pfinc_N amount of bonds retired 73,970 73,970
Costs of bond _suance 9,502 - 9,502
DNtribufions to New Ycrk Ci_ for caDml

program 1_76_54 - 1_76_54
GenerM and adminis_afive expenses 3.102 - _,102

TotM expen_tu_s 1_8_558 418,398 _007_56

Excess of expen_tur_ over _venues 0 575_0_ _,79_ 0 _8_39_

Oflaer financing sources _se©
PrincipM amount of bonds issued 1_36325 - 1_36_25
Bond premium, net of _scount 51,339 51,339
T_ns_ in (ou0 _736@ 37.366 -

To_l other fmandng sources and uses 155_798 _7_66 1.588,164

N_ change m fund baNnces _80_ 32,574 7,770

Fund balances - begmn_g of year 27_03 60.306 88_09

Fund bNances - end ofye_ $ 2:899 $ 92:880 $ 95:77_
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New York Cig T_n_on_ _n_ Amhofi_

STATEMENT OF REYENUE_ EXPENDITURES, AND CHANGES IN FUND BALANCES
GovemmemM Funds

Year ended June 30, 2000
_n _ou_nd_

Tot_

Capital Debt Governmen_l
ProjecH Service Funds

Revenues

Pe_onM income tax revenues $ $ 5_83_66 $ _583_66

Less _mi_ances to New York Ci_ _33635_ _36_5_

Pemon_ income tax revenues r_ned 247,113 247,113

Inmrest income 4_.829 3387 49,216

Tot_ revenues 4_,829 250,500 296,329

Expenditures
Bond interest expense - 214_46 214,046
Pfincip_ amount of bonds retired 41,785 41,785
Cos_ of bond _suance 13,758 13,758

D_mbu_ons to New York Ci_ for capi_l
program 1_06_50 1,806,350

Gener_ and adrninis_a_ve expenses 2.778 2_78

Total expenditures 132_886 255,831 2_78_17

Excess of expenditures over revenues 0577_5_ _,331) 058_38_

Other financing sources (useQ
Princip_ amount of bonds issued 1,814,940 1,814,940
Bond premium, net of _scount 9,275 - 9,275
Trans_ m (ouO G3.871) . . _3,871

TotN other finanmng sources and uses 139_344 33,871 1,824,215

Net change _ fund bMances 13,287 28,540 41,827

Fund bahnces - be_nning of ye_ 14#16 _ 1,766 46.182

Fund b_ances - end of year $ 27:703 $ 69:306 $ 88:009

The aa'ompanyingnotesa_ an _/egra/ pa_ of this statemen_
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New Yo_ _ T_ns_on_ _n_ AuMon_

RECONCILIATIONS OF THE STATEMENTS OF REVENUE_ EXPEND1TURE_
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENTS OF ACTIVITIES

Yea_ ended June 30,
6n thousand_

2001 2000

Net change m fund bNances - total governmental _nds $ 7,770 $ 41,827

Amounts mpormd for govemmen_l acfimUes m me smmment of acfi_fi_
are _ffe_nt because:

Bond proceeds pmmde cur_nt finandN rmources m governmental
_nds, but debt issued m_ea_s _nDmrm _abNfies m the
smmment of net assets. 0 _3<82_ 0 _1 <94_

Repayment of bond prmmp_ m an expen_m_ m _e gov_nmental
_nds, but the _payment _duces _ng-mrm _ab_U_ m lhe
smmment of net assets. 73,970 41,785

Governmental _nds report cos_ of debt issuance as expen_mrm.
Howev_, in Me s_mment of _mfi_, the cost of debt msuance is
amortized ov_ the fives of the deb_ 6,276 9,884

Gov_nment_ _nds report bond p_miums/_ounts as o_ finanmng
sou_es/use_ Howeveg in Me s_mment of activises, bond
premiums/discoun_ ae amor_zed over _e [:yes of me debt as
mmmst expense. _4_31) 196

Inmmst expense _ _pormd m Mc _aement of ac_v_ on the accrual
bas_, but mm_st is _pormd as expenNmm m governmental _nds
when outlayof finanmN _sources is mquked. _6_ _50_

Change in net asseu of governmental ac_ $_:50_10_ $_5_75_
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New York _ T_nsMonM Finance Au_oriW

NOTES TO FINANCIAL _ATEMENTS

June 30, 2001 and 2000

NOTE A - ORGANIZATION

]'he New York City _¥ansitionM Finance Au_oriF (_e '%uthofity') is a corporate governmental

agency constituting a pubic benefit corpo_fion and an instrumentality of the State of New York (the

"State']. The AuthoriW is governed by a Board of five director, consisting of the following offidMs of

the Ci_ of New York _he "City']: the Dire_or of Management and Budget (who Mso serves as

Ch_rpe_on), the Commissioner of _nanc¢ the Commissioner of Design and Cons_uctio_ the

Comp_oHer and the Speaker of the Council. Although legally separate _om the Ciw, the Authori_ is a

component uMt of the City and, accordin_b is included in the Ci_'s finandM statements.

The Author W \vas creamd by S_te _sh_on enacted in 1997 to issue and se_ up to $7.5 billion in

bonds and notes to fund a portion of the capital program of the Ciw, the purpose of which is to

m_nt_ rebuild and expand the in_as_ucture of the Ciw. In June 2000, the State le_shture increased

the debt authorization by $4 b_ion to an aggregate amount of $11.5 billion and increased the amount of
aHowab_ variable rate debt _om $750 million to $2.3 billion. (See Note G - Subsequent Even_ 0

NOTE B - SUMMARY OF _GNI_CANT ACCOUNTING POLICIES

During the year ended June 30, 2001, the Authority decmd to adopt the provisions of Smmment No. 34

of the Government_ Accounting Standards Board _'GASB No. 3#), Basic FinandalStatements- and
Management9 Discusa_on and Ana_aTs -for State and Local Go_mment& accordingly, the accompanfing

finand_ smtemen_ for the year ended June 30, 2000 have been restated to conform with GASB No. 34

requkemen_.

The entity-x_de finandN smtemen_ of the Authofi_, which indude the smtemen_ of net assets (defidO

and the smtemen_ of acti_es, are presenwd to display information about the reporting entiF as a
xvhd< in accordance x_th GASB No. 34. The smtemenu of net assets (defid 0 and the s_tements of

acfi_fies are prepared using the economic resources measurement focus and the accruM basis of

accounfinD

In addition, the Authority adopted the promsions of Statement No. 33 of the GovemmentN AccounUng

S_ndards Board_ Accounting and Finandal Reportingfor Nonexchange Transactions _'GASB No. 33'_. The

accompan_ng financial smtemen_ for the year ended June 30, 2000 have been restated to reflect the
changes required by this s_temenL The implementation of GASB No. 33 resulted in an increase to

pe_on_ income tax revenues and rehted remittances to New York City in the Authority_ Debt Service

Fund of approximately $7 million and $8 rni_on in the yea_ ended June 30, 2001 and 2000,

respectivdy. The Authori_'s Debt Service Fund recognized pe_onN income tax recdvables of
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New Yo_ Ci_ T_onM _nance A_hofi_

NOTES TO HNANC_L _ATEMENTS _o_e_

June 30, 2001 and 2000

NOTE B _o_e_

approximate_ $110 million and $139 million as of June 30, 2001 and 2000, respectively, rdaed
remittances payable to New York CiF of appro_mam_ $9 million and $2 million as of June 30, 2001
and 2000, respecfivd_ and de_ed pe_on_ income _x revenue of appro_mateiy $101 million and
$137 million as of June 30, 2001 and 2000, _specfivdD

The AuthoriF_ governmental fund finand_ s_mmen_ are presenmd using the cu_ent finand_
resources measurement focus and the mottled accru_ bas_ of accounting. They recognize revenue
when it becomes suscepti_e to accrue, w_ch is when it becomes both measu_ble and available to
finance expend_ures in the cu_ent fisc_ period. Expen_tures are recognized when the rdamd _ab_F
is incu_e_ except for unm_u_d interest on bonds payable, w_ch is recognized when due. The
governmental funds cons_t of the Capital Projec_ Fund, w_ch accoun_ for resources to be _ans_ed
to the Ci_'s capit_ program and suppor_ the operations of the Authofi_, and the Debt Service Fund,
w_ch accounts for the accum_ation of msou_es for payment of pfinc_ and inmmst on long-mrm
debt and ce_n interest on sho_erm debt.

Bond premiums, discounts and _suance costs are capimhzed and amortized over the _ves of the rdamd
debt using the inmrest method in the enfiF-wide finand_ smmments. The governmental fund financi_
smmmen_ recognize bond premiums and discount, as we_ as bond _suance cos_, during the cu_ent
period. The _ce amount of debt issued is repormd as other finandng sources, while discoun_ on debt
_suances are reported as other financing uses. Issuance cos_, whether or not withhdd _om the actual
debt proceeds recdved, are reposed as debt se_ice expenditures.

Inmmst expense is _cognized on the accrual basis in the enfi_-wide finand_ s_mments. Interest
expen_tures are recogn_ed when paid in the mdividuN govemmental fund finandM smmmen_.

The Au_ori_ recmves CiF pe_onM income _xes, imposed pu_uant to State hw and coHected on
behMf of the Authofi_ by the S_tc, to service its debt and pay administrative expenses. Funds for debt
servme a_ mqMmd to be set aside for debt service prior to the due dam of the pfindpN and _m_sa
Unused pe_onM income taxes are remitted to the CW.

The pmpa_fion of finandM sm_mcnts in accordance wi_ accounting pfindp_s gene_y accepmd in
the Unimd S_tes of America mq_ms _e Au_ofiF_ management m make _timates and assumptions
in demrrnining the _pormd amoums of assets and hab_ties and _sdosu_ of contingent asse_ and
hab_ti_ as of the dams of the finandM s_wmems and %e mpormd amoun_ of revenues and
expenditures dunng the _por_ng period. Actual ms_ co_d _ffer from those _timates.
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New York City Tra_on_ Finance Au_ofity

NOTES TO HNANCIAL STATEMENTS _ontinue_

June 30, 2001 and 2000

NOTE C - BONDS PAYABLE

The Authority was initially authorizcd by the State to issue ob_gadons in an aggrega_ pfindpM amount
of $7.5 billion, which authorization was increased to $11.5 billion in June 2000 _ee Note G). The
Authority has _sued $7.502 billion at June 30, 2001 and $6.480 billion _nduding $515 million of bond
an_dpafion notes - see Note D) at June 30, 2000. AU City person_ income mx is paid by the S_te to
the Authority. The Authority has pMdged the pe_on_ income tax as co_a_r_ to secure its bonds. The
Authority retmns person_ income taxes in an amount suffi_ent to servke its debt and pay its operating

expenditures, and remits the difference to the City. The Authority has no taxing power.

The Authority (unds i_ debt setwke reqmremen_ and operating expenditures Sore pe_on_ income
taxes coUected on its beh_f by the State and, under certain circums_nces, sMes taxes. S_es taxes are
only av_ab|e to the Authority a_er such amounts required by the Municip_ A_nce Corpora_on are
deducted and if the amoun_ of pe_on_ income tax revenues fall bdow s_tumrily spedfied debt

serv_e coverage Mvds. The Authority periodica_y cerdfies to its bond trustee the amount of funding it
requires. Net co_ecdons of pe_on_ income taxes not required by the Authority are p_d by the
Authority to the CW. No sties tax revenues were rec_ved or required during fisc_ 2001 and 2000.

Bonds are recorded at the pfindp_ amoum ou_mnding and confis_ o_ the _o_owing:

Bflance Bflance
at at

June 30, June 30,
2000 I_ued Re,red 2001

On _ousand_
1998 _sc_ Series A - 4.20% to 5.50%

sefi_ and mrm rex-exempt
bonds maturing _ yawing mstallmen_
_rough 2027 $ 634,365 $ $ (16a6_ $ 618,105

1998 _sc_ Series B - 4.00% to 5.50%

seri_ and mrm mxmxem_
bonds maturing m yawing mstallmen_
through 2027 638,375 (12_8_ 626,295

1998 _scM Series C
4.00% m 5.25% sefi_ and mrm

tax-exem_ bonds maturing m
yawing _sm_men_ _rough 2026 650,000 (1_4_ 648_60

5.80% m &375% sefi_ mxa_e

bonds maturing m yawing
_smHmems through 2014 85_75 _93 D 71540

Varia_e rate rex-exempt bonds
due m 2028 (a) 100_00 100,000
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New Yo_ _V Tmn_fion_ Finance Au_ofi_

NOTES TO HNANCIAL STATEMENTS _onfinue_

June 30, 2001 and 2000

NOTE C (continued)

B_ance B_ance
at at

June 3_ June 30,
2000 Issued Ret_ed 2001

On thousand_
1999 FiscM Series A

4.00% to 5_5% serial and _rrn

_x_xempt bonds maturing m
varyingins_llmen_ through 2016 $ 360#00 $ $ (9,74_ $ 350255

5.30% to 5.80% sefiM taxable

bonds maturing in varying
instNlmenu through 2006 40#00 (4,615) 35#85

VanaNe r_e _x-exempt bonds
due in 2028 (a) 50_000 50_000

1999 FiscN Series B
3.25% to 5.125% sefiM and _rm

mx_xempt bonds matu_ng in
varying installments through 2024 410#00 (4,540) 405_60

5.45% to 5.85% sefiN _xabM

bonds maturing in varying
instalments through 2006 40,000 (436_ 35N35

VanaNe ra_ _x-exempt bonds
due in 2028 (a) 150_00 150_00

1999 FiscN Se_es C
3.5% to 5.25% seriN and term

_x_xempt bonds maturing in
varying installments through 2029 46_000 _,85_ 454,145

5.75% to 6.50% sefiN taxable

bonds maturing in varying
instalments through 2011 40_00 (123_ 38365

2000 Fiscal Series A
4.25% to 6.00% seriN and term

mx_xempt bonds maturing in
varying installments through 2019 560#00 56_000

6.00% to 6.75% sefiN taxable

bonds maturing in varying
installmen_ through 2005 40,000 40#00

2000 FiscM Series B
4.50% to 6.25% sefi_ and term

_x_xempt bonds maturing in
varying ins_menu through 2021 560,000 560#00

5.90% to 7.125% sefiN _xable

bonds maturing in varying
installmenu through 2005 40_00 40#00
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New Yo_ _ T_on_ _nan_ Au_ofi_

NOTES TO FINANCIAL STATEMENTS _onfinue_

June 30, 2001 and 2000

NOTE C (continued)

Bflance B_ance

at at

June 30, June 30,
2000 Issued Refi_ed 2001

_n thousand_
2000 Fisc_ Sefi_ C

¢20% to 5.875% _ri_ and term

tax-exempt bonds marring m
va_mginsta_ments _rough 2020 $ 573A05 $ $ $ 573A05

&875% to 7.125% sefi_ taxaMe

bonds marring M va_ing
mst_knen_ _rough 2006 41,535 41,535

2001 _sc_ Series A
_25% to 5.75% sefi_ and term

tax-exempt bonds ma_fing m
va_Mg ms_men_ through 2024 417,665 417,665

Va_aMe _ _exempt bonds
due in 2030 (a) 100,000 100#00

2001 _sc_ Se_es B
4.00% to 5.50% _ri_ and term

_exempt bonds ma_fing m
va_ing insta_men_ through 2020 415#00 415#00

VariaMe rate _exempt bonds
due M 2031 (a) 100#00 100#00

2001 _scal Se_es C
4.00% to 5.50% seriM and _rm

tax_xempt bonds ma_fing in
yawing insm_men_ through 2022 404,160 404,160

Varia_e r_e _x-exempt _rm bonds
due _ 2032 (a) _ 100.000

Total bond_ p_a_e $_ SJ_ $(,_ $_(_h_!_

(a) Variable rates are adjusted davy or weeHy and represent the lowest rate of interest that wo_d

cause the a_us_ble rate bonds to have a market v_ue equ_ to the princ_ amounL The rates

cannot exceed ce_n spedfied leve_.
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New Y_k _ T_nfidon_ _nan_ Au_ofiV

NOTES TO FINANCIAL STATEMENTS _onfinue_

June 30, 2001 and 2000

NOTE C (continued)

Debt service reqNremen_ to matufiV at June 30, 2001, are as foUows:

PnnmpN Inmmst Tot_
(m _ousand#

Ye_ ended June 30,

2002 $ 117,535 $ 372,882 $ 490,417
2003 161,400 37_796 536,196
2004 179,865 366_25 546,790
2005 192,200 357_66 550,166
2006 206,150 348,182 554,332
2007 to 2011 1,216,180 1573_39 _789_19
2012 to 2016 1,463,565 1,218,010 _681 _75
2017 to 2021 1_5_355 815,744 _36%099
2022 to 2026 l_43_40 436,381 1_7%721
2027 to 2031 942,620 96,24l 1_3_861
2032 9,800 490 10.290

$7)8_010 $5.960.856 $13_4_866

Debt service accoun_ have been es_bfished under each of the Authofit_s indentures to pin,de

secufiff for the payment ofmm_st on and pfindp_ of bonds oummnding. The pfindp_ and inte_st

req_md to be paid are to be depodmd into the debt service account in the qua_er pmced_g the
payment due dam.

At June 30, 2001 and 2000, the Authonff mmntained its _q_md debt service accoun_ tomfing

$9_88_000 and $60_06_0_ _specfivdb of w_ch $28_45_00 and $16_6_000 were for pfindp_

refimmenh respecfivelb and $6%835_00 and $4%046_00 were for inmmst payment, respecfivelD
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New Yo_ City Transitional Finance Au_ofi_

NOTES TO HNANCIAL STATEMENTS _onfinued)

June 30, 2001 and 2000

NOTE D - BOND ANTICIPATION NOTES PAYABLE

Bond anticipation notes are recorded at the principal amount ou_tanding and cons_t of the foUowing:

B_ance B_ance
at at

June 30, June 30,
__20_Q9.__ Issued Re_d 2001

Onthousand_

2000 Fisc_ Series 3

6.50% _exempt bond anfic_afion
notes maturing November 1, 2000 $415,000 $ $ _15_0_ $

4:75% mxa_e bond an_padon
no_s m_uang November 1, 2000 100_00 000_0_

2001 FiscalSeries 1

5.6% rex-exempt bond an_c_adon
notes maturingJune 29, 2001 _ _1_000)

Tot_ bonds payab_ $_!_5=_=_ $_=J=_5_=_ $_ _30_0_ $_

NOTE E - CASH AND CASH EQUIVALENTS

The Authofi_S cash and cash eqmv_en_ are currently _m_i_d to bank deposks and commerci_ paper.

At June 30, 2001, the Authori_'s cash and cash eq_vMen_ confis_d of bank deposits of appro_mately

$643#00 and cornmerciM paper o_ approximatel T $110,268,000. At June 30, 2000, the Authofi_S cash

and cash eq_v_en_ confi_ed of repurchase agreemen_ of appro_mately $4 million and commero_

paper of appro_m_dy $66_ rrfillion. A_ of the AuthoriW's investmen_ are clarified as cash and cash

eq_v_en_ because they have an ofi_nM matufi_ da_ of three months or less. Accordin#y, the

AuthofiV v_ues its _vestmen_ at cost phs accrued m_msL w_ch appro_mates market.

The Authofi_'s commerci_ paper _ hdd by the Authofi_'s agent in the Authori_S name. Bank

depofits up to $100#00 were insured by the Feder_ Deport Insurance Corporation. At June 30, 2001
and 2000, the carwing amounts of bank depo_ were approximately $643#00 and $22_00_

respecdvdy, and the bank b_ances were appro_m_e_ $845#00 and $231 #0_ respecfivel_ The bank
b_ances were ekher insured or coUatera_zed by securities hdd by the AuthoriV, or is agcn_ in the

Authori_'s name.
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Ncw Yo_ C_ _sifi_M _nan_ A_hofi_

NOTES TO HNANCIAL STATEMENTS _onfinue_

June 30, 2001 and 2000

NOTE F - ADMINISTRATIVE COSTS

The Authori_ s_aries, rant and expen_tures rda_d to carrying out the Authofi_ dudes are funded
Sore the pe_on_ income taxes flowing through the AuthoriF's account.

NOTE G - SUBSEQUENT EVENTS

OnJ_y 10, 2001, the AuthofiF _sued $150_00fi00 of Tax Exempt Bonds, Series 2002A. On August
1, 2001, the Authori_ _sued $600fi00fi00 of Bond Andmpadon Noms. On Sepmmber 13, 2001, the
State LeDshtum increased the finanmng capa_F of the Authori_ by $2.5 billion to fund the Ci_'s cos_
rdamd to and arising _om even_ on Sepmmber 11, 2001 at the World Trade Cenmr _'Recovery
Costs'_. The S_ Le_shture has authorized the Authori_ to issue debt without _mit to pfinop_
amount that is payable sole_ from State or Feder_ _d _ceived on account of the disasmv On O_ober

3, 2001 the AuthofiF issued $1 billion of the New York City Trandfion_ Finance Authofi_ New York
Ci_ Recovery Noms with a maufi_ date of October 2, 2002.
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_N_X C

PROPOSED FORM OF BOND COUNSEL OPINION

November 14, 200 !

NEW YORK CITY TRANSITIONAL
FINANCE AUTHORITY

We have acted as bond counsel to the New York City Tran_donM F_ance Authority Ohe
"Authority"L a public benefit corporation organized under the laws of the Stme of New York Ohe
"Stm_'), in the Author_y's issuance of i_ Future Tax Secured Bond_ FiscM 2002 Series B Ohe "New
Bonds"). The New Bonds are being issued as Senior Bonds pu_uant to Chapter 16, Laws of New York,
1997, as amended Ohe "Act"), to an Indenture dated as of O_ober 1, 1997, as amended and suppMmen_d
Ohe "lndentu_"), between the Authorffy and Stme SWeetBank and Tru_ Compan_ N.A., as Tru_e_ and
to a Financing Agreement, dined O_ober l, 1997, as supplemented Ohe "Agreemenf'), between the
Authority and _he City cfNew York 0he "City'S.

The New Bonds are dined, bear interest, minus, are su_e_ to redemption and are secured as set
fo_h in the Indenture. The Authority is authorized to issue additionM Senior Bonds 0og_her with such
Senior Bonds heretofore issued and the New Bond_ the "Bonds") only on the terms and condMons set
fo_h in the Indenture and all such Bonds shall with the New Bonds be entitled to the equal benefiL
protection and security of the provi_on_ covenants and agreemen_ in the Indenture. We a_ume the
pa_ies will perform their respe_e covenants in the Indenture and the Agreement in all material respects.

Based on the foregoing and our examinmion of existing law, such legM proceedings and such
other documents as we deem necessary to render this opinion, we a_ of the opinion thin:

1. The Amhority is a public benefit corporation duly organ_ed and e_ing under
• e laws of the State, and is authorized under the laws of the State, particularly the AcL to enter
into the Indenture and the Agreement and to issue the New Bonds. Under the laws of the State,
M_ud_g the Con_hudon of the St_e, and under the Con_u_on of the Unhed States, the Act is
valid wAh respect to Ml provi_ons thereof ma_riM to the su_e_ ma_er of this opinion le_er.
The New Bonds have been duly authofize_ execu_ and delivered by the Authority and are
valid and binding oM_mMns of the Authority payable from _e Revenues pledged and the other
coIM_rM provided therefor in _e Mdentur_ The New Bonds do not cons_tute a debt of the State
or _e Ch% and neither the State nor the City shall be liable thereon, nor shall the New Bonds be
payable out of any funds other _an those of_e Authority.

2. The Act validly prov_es for (M the payment to the Authority (i) of the taxes so
payable pursuant to §1313 of _e Tax Law Ohe "Pe_onal Income Taxe_'L and (ii)to the extent
specified in the Act, of sales and compensming use taxes th_ the City is authorized by the Stme
to impose and taxes imposed by the State pursuant to §1107 of the Tax Law Ohe "Alternative
Revenues", and to the extent so payable, with the Pe_onM Income Taxes and such other
revenue_ if an% as the Authority may derive dire_ly from the State _om taxes imposed by the
City or _e State and colM_ed by _e Stm_ the "Tax Revenues"), (b) the Authority's pledge to
the Tru_ee of_e Tax Revenues and all aid, rent_ _es, charges, paymen_ and other income and
receipts paid or payable to the Authority or the Tru_ee 0he "Revenuer), and (c) the appl_ation
of proceeds of the Bonds to finance or refinance ca#tal pr_e_s of the City.
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3. The Pe_on_ Income Taxes are su_ect neRher to appropriation by the City or the
State, nor to prior d_ms in favor of other obligations or purposes of the City or the State except
as specified in §1313 of the Tax Law w_h respect to overpayments and the State's reasonable
co_s in administerin_ coi_cting and distributing such taxes. Akernative Revenues consisting of
sales and compensating use taxes imposed by the State, if payable to the Authority pursuant to the
Act, are su_ect to State appropriation and to a prior claim of the Municipal Ass_tance
Corporation for The City of New York. A_ernative Revenues confisting of sales and
compensating use taxes imposed by the City, if payable to the Authority pursuant to the Act, are
not subject to appropriation by the City or the State. Upon any failure of the State Legislature to
make required appropriations for State debt obligation_ the Tax Revenues would not constitute
revenues appl_able to the General Fund of the State; hence A_le 7, Section 16 of the State
Constitution does not mandate such money to be set apa_ by the State Comptroller for the
payment of State obligations

4. The Indenture (a) has been duly and lawful_ authorized, executed and delivered
by the AuthorR_ (b) creates the valid pledge of Revenues and other coli_er_ th_ it purpo_s to
cre_e and (c) is a valid and binding agreemenL enforceable in accordance wRh Rs _rm_ of the
Authority, and to the extent specified in the Act, the State. The Act does not res_ict the right of
the State to amend, modify, repeal or otherwise a_er _utes imposing or relating to the taxes
payable to the Authority pu_uant to §1313 of the Tax Law, nor does it obl_e the Sta_ to make
any payments not specified in the Act or impose any taxes to s_isfy the obligations of the
Authority.

5. The lien of the Indenture on the Revenues for the security of the Bonds (and the
other in_ruments to the extent specified in the Indenture) is, and pursuant to the covenant of the
Authority in the Indenture will be, prior to _1 other liens thereon. The pledge of Revenues and
other collater_ made by the Authority in the Indenture is valid, binding and perfected without any
physical delivery of the collater_ or fuaher acL and the lien thereof is valid, binding and
perfected ag_n_ all paaies having clams of any kind in toN, contact or otherwise aging the
Authority i_espective of such panics' notice thereo_

6. The Agreement has been duly and.hwful_ authorized, executed and del_ered by
the Authority and the City pu_uant to the A_, and is a valid and binding agreement of each of
them.

7. Pursuant to the A_, the St_e Comptroller shall pay the Tax Revenues to the
Tru_ee, to be applied fi_t pursuant to the Authority's con_ac_ with the holders of i_ bonds and
notes, then to pay the AmhorRy's operating expense_ and then pursuant to the Authority's
ag_ements wRh the City, which shall _qui_ the Authority to _ans_r the balance of such taxes
to the City as _equenfly as p_ab_; all of which is provided for in the Indenture and the
Ag_ement.

8. The Authority is not eligible for protection from Rs creditors pursuant to Title 11
(the "Bankruptcy CodC_ of the Un_ed States Code. If the deb_ of the City were adjured under
the Bankruptcy Code, and the City or its cred_ors asse_ed a fight to the Tax Revenues superior or
equal to the righ_ of the holders of the Bond_ such asseaion would not succeed.

9. lntere_ on the Bonds is exem_ _om pe_onal income taxes imposed by _e State
or any p_c_ subd_is_n _eo_ _dud_g the City.
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10. Except as provided in the fol_wing sen_nc_ intere_ on the 3½% New Bonds
due in 2003 and the New Bonds bear_g _ _ fixed r_es that m_ure after 2003 _he "Tax-
Exempt Bondg) is not induda_e in the gross income of the owne_ of the Tax-Exempt Bonds
for purposes of Federal income taxation under exi_ing law. Intere_ on the Tax-Exempt Bonds
will be induda_e in the gross income of the owners thereof re_oaefive to the d_e of issue of the
New Bonds in the event of a failure by the Authority or the City to comp_ wRh the appl_ab_
req_rements of the In_rn_ Revenue Code of 1986, as amended _he "Tax Cod(3, and their
respective covenan_ regarding use, expenditure and _ve_ment of bond proceeds and the timdy
payment of ceaain inve_ment earnings to the UnRed States Treasury; and we render no opinion
as to the exdufion _om gross _eome of intere_ on the Tax-Exempt Bonds for Federal income
tax purposes on or a_er the d_e on which any action is taken under the Indenture or rel_ed
proceedings upon the approval of counsel other than ou_dves.

11. Interest on the Tax-Exempt Bonds is not a specific preference _em for purposes
of the Federal individu_ or corporate aRernative minimum tax. The Tax Code contains other
provi_ons that could result in tax consequence_ upon which we render no opinion, as a result of
ownership of such Tax-Exempt Bonds or the _clu_on in cea_n computations 0ncluding without
limitation those related to the corporate _ternative minimum tax) of intere_ that is excluded _om
gross income.

12. The excess, if any, of the amount payable at maturity of any maturity of the Tax-
Exempt Bonds over the inRial offering price of such Bonds to the public at which price a
sub_antial amount of such maturity is sold represents original issue discount which is excluded
_om gross income for Federal income tax purposes to the same extent as interest on the Tax-
Exempt Bonds. The Tax Code fuaher provides that such original issue discount excluded as
intere_ accrues in accordance with a constant intere_ method based on the compounding of
intere_, and that a holder's adjured basis for purposes of determining a holders gain or loss on
disposition of the Tax-Exempt Bonds with original issue discount will be increased by the amount
of such accrued interes_

13. No re_s_mion wi_, consent o_ or approv_ by any governmental agency or
commiss_n th_ has not been ob_ined is necessary for the execution and delivery of the New
Bonds.

14. The adoption and complhnce wkh all of the terms and condRions of the
Indenture and the New Bond_ and the execution and delivery of the New Bond_ will not result
in a violation of or be in conflict with any existing law.

The righ_ of the holde_ of the Bonds and the enforceability thereof may be su_ect to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditor' rights
her_ofore or hereafter enacte& to the extent constitution_ly appi_aNe and except as spedfic_ly stated
above, and may also be su_ect to the exercise of the State's police powers and ofjudici_ d_cretion in
appropriate cases.

The opinions expressed herein are based on an analysis of existing laws, regulation_ rulings and
coua deci_on_ Such opinions may be adversely affe_ed by actions taken or events occurrin_ _duding
a change in law, regulation or ruling (or in the ap_at_n or offi_ interpretation of any law, regulation
or ruling) a_er the date hereo[ We have not undeaaken to determ_ or to inform any pe_on, wh_her
such actions are taken or such even_ occur and we have no obligation to update this opinion in light of
such actions or even_.
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