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INTRODUCTION

The Capital Program and Financing Plan (the “Plan”) is intended to provide a single,
comprehensive report on State debt levels, debt service costs and capital projects spending.
The Plan is published twice annually — with the Executive Budget and the Enacted Budget —
and key data are also updated with the State’s Quarterly Financial Plan Updates.

The Plan, which includes historical trends and provides detailed information for the
period from 2006-07 through 2011-12, is separated into major sections as follows:

e The Overview provides a high level summary, including key debt and capital
spending measures.

e The Executive Summary provides highlights of the key components of the State’s
overall capital spending, debt measures and budget recommendations.

e Debt Affordability includes information related to the State’s current and projected
debt levels and debt service costs as well as comparisons to objective affordability
measures.

e The Debt Policy and Portfolio explains the State’s overall debt policy, current
guidelines, information on the reporting of State debt, the levels of fixed and variable
rate debt, refundings, and places to find additional information.

e Capital Spending provides annual estimates of capital spending by agency and
program, and describes agency capital goals, objectives, and capital maintenance
efforts.

e Detailed Data provides comprehensive debt schedules, statutory compliance reports,
and agency capital information.

COMPREHENSIVE REPORTING OF STATE DEBT

This Plan provides information on State-supported debt and the more comprehensive
measure of State-related debt:

State-supported debt includes general obligation debt approved by the voters as well as
debt issued on behalf of the State by public authorities, where the State is contractually
obligated to pay debt service subject to appropriation.

State-related debt is more comprehensive and includes the State-supported debt noted
above, as well as State-guaranteed debt, moral obligation financings and certain contingent-
contractual obligation financings, where debt service is paid from non-State sources and
State appropriations are available, but not expected to be needed, to make payments.
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CAPITAL AND DEBT PLAN

State-related debt levels reported in this Plan are cash-basis amounts that include all debt
issued by the State (including blended component units) for Government activities and
Business-type activities as defined in the Comprehensive Annual Financial Report published
by the State Comptroller.

The Plan does not include debt that is issued by, or on behalf of, local governments that
may be funded in part by State local assistance aid payments. For example, State support for
programs such as school aid to local districts or aid for New York City may in turn be used
by those local entities to help finance debt service for locally-sponsored and locally-
determined financings. Since this debt was not issued by the State (or on behalf of the
State), does not result in a State obligation to pay debt service, and is not considered State
debt in the Comprehensive Annual Financial Report of the State, it is not included in this
Plan. Instead, this debt is reflected in the respective financial statements of the local
governments responsible for the issuance of such debt.

IMPROVING THE TRANSPARENCY OF NEW YORK STATE’S DEBT
PORTFOLIO

To increase the transparency of the State’s debt portfolio, the Division of the Budget
(DOB) continues to expand the information available on its public website
(http://www.budget.state.ny.us) to supplement this Plan and its companion which is
published with the Enacted Budget. The Investor’s Guide section of the site contains
detailed information on New York State bonds including: swap and variable rate capacity
reports, variable rate trading activity, Personal Income Tax (PIT) revenue bond debt service
and debt outstanding, and monthly swaps reports.



(http://www.budget.state.ny.us)
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OVERVIEW

The Capital Program and Financing Plan reflects the following highlights:

A $250 million deposit into the Debt Reduction Reserve Fund (DRRF) that would be
used to reduce debt levels.

Debt management initiatives intended to reduce debt service costs by over $40
million annually beginning in 2007-08.

A proposed $1.5 billion General Obligation Bond Act to finance stem cell research
and innovation and other emerging technologies over a ten-year period, which will
go to the voters in November 2008.

A proposed increase of $600 million for economic development programs for an
international computer chip research and development center and to attract and retain
businesses.

Overall debt affordability measures are projected to remain relatively stable from
2006-07 through 2011-12:

= State-related debt (the most comprehensive measure) declines from 6.0 percent
of personal income in 2006-07 to 5.7 percent in 2011-12.

= State-related debt service increases from 4.2 percent of the All-Funds Budget in
2006-07 to 5.0 percent in 2011-12.

= Pay-as-you-go (PAYGO) spending remains at roughly 42 percent of overall
capital spending.

State-related debt levels are projected to increase from $48.8 billion in 2006-07 to
$59.5 billion in 2011-12, or 4.1 percent annually. Roughly $2 billion of the increase
is for recommended new initiatives, and the balance is for prior commitments. The
majority of the overall increase is for transportation ($4.4 billion), higher education
facilities ($2.5 billion), school facilities through the EXCEL program ($1.5 billion),
and economic development and housing projects ($3.0 billion), partially offset by
reductions for LGAC and Tobacco.

Debt issuances of $6.5 billion are planned in 2007-08, primarily for transportation
($1.4 billion), school facilities ($1.4 billion), higher education ($1.1 billion) and
economic development ($1.4 billion).

Debt retirements (which reduce outstanding debt) are projected to total $2.6 billion in
2007-08, primarily for transportation ($623 million), education ($530 million) and
economic development and housing ($298 million).

Capital spending averages approximately $9.2 billion annually, with the largest
spending for transportation (49 percent), education (16 percent), economic
development (12 percent) and mental hygiene and the environment (6 percent each).



CAPITAL AND DEBT PLAN

Recommended new capital initiatives total approximately $3 billion in commitments,
with $2 billion in spending during the five-year plan focused primarily on economic
development and higher education facilities. Overall capital spending is projected to
total $46.7 billion from 2007-08 through 2011-12.

The Executive Budget also recommends expanding the “Bottle Bill” to include all
non-carbonated beverages and to redirect all unclaimed deposits to support capital
spending in the Environmental Protection Fund (EPF). This would begin in January
1, 2008, and provide approximately $25 million in additional receipts to the EPF in
2007-08 growing to $100 million annually.
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2007-08 EXECUTIVE BUDGET SUMMARY

This section summarizes proposed debt initiatives, new capital spending
recommendations and debt affordability measures, as well as five year projections of capital
spending, PAYGO revenues, debt levels, debt service costs, debt issuances and debt
retirements.

PROPOSED DEBT MANAGEMENT INITIATIVES

The budget recommends $250 million to reduce the State’s debt burden and generate
debt service savings. The money would be used to reduce high cost debt and/or pay hard
dollar cash for capital spending that would otherwise be financed through new debt
issuances.

The budget also recommends a package of statutory and administrative reforms to the
State’s debt management practices. These actions are intended to improve the State’s debt
issuance practices, and generate an additional $40 million in total debt service savings in
2007-08. The recommendations include:

e Enhanced flexibility and savings opportunities through increasing the caps on both
the State’s interest rate swaps and variable rate debt from 15 to 20 percent of debt
outstanding.

e Authorization to refund service contract debt under a consolidated credit structure,
thereby reducing issuance costs and increasing savings opportunities.

e Increasing the use of competitive bond sales and/or selection processes. The State
will continue to actively manage its variable rate debt portfolio to best tailor the mix
of the lowest cost variable rate products and providers.

e (Consolidating all State-supported bond authorizations into a single provision of law.
This would ensure greater public knowledge about existing and proposed new bond
authorizations and facilitate a comprehensive review of the cumulative effect of the
budget’s reliance on debt financings. This approach would also ensure that all State
debt authorizations and practices are conducted on a consistent and streamlined basis.

NEW CAPITAL PROJECTS RECOMMENDATIONS

Recommended new capital spending commitments total $3.0 billion over the five-year
period beginning in 2007-08. Major capital projects proposed in the 2007-08 Executive
Budget include:

e A $1.5 billion General Obligation Bond Act which will be submitted for voter
approval in 2008-09 — which would provide capital support for ten years for stem
cell, life sciences, and emerging technologies at $150 million annually;

e §$650 million for new economic development initiatives, including $300 million each
for a computer chip development center and for attracting and retaining businesses,
and $50 million for projects at Governor's Island, Roosevelt Island, Harriman
Research and Technology Park and Niagara Falls;
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e $78 million for the Judiciary for court officer training facilities;

e $200 million for the construction of new community residential housing for the

Office of Mental Health;

e $380 million for SUNY for various projects that address health and safety,
rehabilitation and preservation needs, including the Old Westbury and Stony Brook

Southampton campuses;

e $266 million for CUNY to meet critical needs including ongoing science projects at
City College and other health and safety, rehabilitation and preservation projects; and

e $50 million for the expanded project scope, including other related State functions,

for the site of a new State Police Troop G headquarters.

DEBT AFFORDABILITY SUMMARY

State debt levels and costs continue to remain affordable, based on a variety of debt
measures commonly used by the financial community. Some key measures are summarized
below. All measures reflect the total level of State-related debt issued for all State purposes
as described in the Introduction of this Plan. A more detailed analysis of affordability

measures appears later.

State-Related Debt as a Percent
of Personal Income

6.1%
¢
6.1% 6.1%
6.0%
’ 5.9%
5.7%

Total State-Related debt as a percent of
personal income is projected to decline
from 6.0 percent in 2006-07 to 5.7 percent
in 2011-12.

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

The projections from 2006-07 to 2011-12 reflect a 4.1 percent average annual increase in
debt levels and a 5.1 percent average annual increase in Statewide personal income.
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State-Related Debt Service as a Percent of
All Funds Budget

4.9%

5.0%

4.4%
° 4.6%

)
4.2% Total State-Related debt as a percent of
All Funds Budget is projected to
4.2% increase from 4.2 percent in 2006-07 to
5.0 percentin 2011-12.

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

From 2006-07 through 2011-12, debt service costs are projected to increase by an
average of 7.4 percent annually, while All Funds receipts (after proposed tax cuts) are
projected to grow by 4.2 percent annually.

Pay-As-You-Go and Bond Financed Capital
Disbursements

70.0% - Authorityand GO Bond
° 552/,9% 63.1% 60.8% 59.2% .
60.0% - 56.3% 52.2%
o/ | 47 .8%
40.0% 4:%‘* ° 40 8% 43.7%
30 Oo/ B 36.9% 39.2% 070
e State & Federal
20.0% A Pay-As-You-Go
10.0% -
0.0% \ \ \

2006-07  2007-08  2008-09  2009-10  2010-11  2011-12

As explained in more detail below and later in this Plan, the level of projects financed
with cash from both State and Federal sources is expected to fluctuate, but remain at roughly
42 percent of total capital spending over the five year plan.
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FINANCING OF CAPITAL SPENDING

The State utilizes Federal and State PAY GO resources and issues bonds (both directly
and through public authorities) to finance capital spending. The types and amounts of
financing used to support this capital spending are summarized below.

All Funds capital spending is projected to total $46.7 billion from 2007-08 through
2011-12, or about $9.3 billion annually. The following table shows annual capital spending
by functional category from 2006-07 through 2011-12. These estimates include the first
three years of spending under the $1.5 billion Stem Cell and Innovation Act that will be on
the Statewide ballot in November 2008. The amounts for All Funds spending include both
those capital projects disbursements that are reflected in the Comptroller's accounting system
and those disbursements which are made directly from bond proceeds which are currently
reflected only in the Generally Accepted Accounting Principles (GAAP) accounting
statements.

As noted, in 2007-08 roughly 37 percent of all capital spending is projected to be

financed with State and Federal PAYGO resources, while 63 percent is projected to be
financed with Authority-issued bond proceeds and voter-approved General Obligation bonds.

16
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Spending
Transportation

Parks and Environment
Economic Development
Health and Social Welfare
Education-EXCEL

Education-All Other Programs

Public Protection
Mental Hygiene
General Government
Other

Total

GAAP Spending

Net Cash Spending

Financing source
State Pay-As-You-Go
Federal Pay-As-You-Go
General Obligation Bonds
Authority Bonds

Total

CAPITAL SPENDING BY FUNCTION AND FINANCING SOURCE

CAPITAL PROGRAM AND FINANCING PLAN

2006-2007 THROUGH 2011-2012
(thousands of dollars)

2006-2007  2007-2008  2008-2009  2009-2010  2010-2011  2011-2012
3,765,361 4,147,041 4445870 4,696,497 4,822,158 4,885,932
636,614 624,394 566,735 556,053 566,053 566,053
455642 1423298 1,498,811 1,273,093 872,373 609,250
178,347 359,222 422,433 373,088 292,098 128,165
750,000 1,450,000 400,000 0 0 0
1,045434 1,190,180 1,305,680 1,293,082 1,101,192 863,788
315,393 352,011 354,356 359,380 383,280 378,800
358,350 407,320 591,912 692,990 558,101 586,581
121,689 101,953 123,850 124,000 74,500 70,250
70,027 244,357 182,707 147,251 94,651 94,151
7,696,857 10,299,776 9,892,354 9,516,334 8,764,406 8,182,970
1,712,193 2,703,817 1,906,364 1,493,483 1,131,695 996,672
5984,664 7595959 7985990 8,022,851 7,632,711 7,186,298
2006-2007  2007-2008  2008-2009  2009-2010  2010-2011  2011-2012
1,598,583 1,822,570 1,873,692 1,882,221 1,832,088 1,885,801
1,795,373 1,974,284 2,009,753 1,999,869 2,003,307 2,027,419
220,017 407,728 552,010 787,566 724,351 594,460
4,082,884 6,095,194  5456,899 4,846,678 4,204,660 3,675,290
7,696,857 10,299,776 9,892,354 9,516,334 8,764,406 8,182,970
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DEBT LEVELS

The State’s projected debt levels are the result of three factors: (i) the amount of debt
issued in prior years (ii) the amount of new debt that is planned to be issued during the
forecast period and (iii) the amount of debt that is planned to be retired (paid off) during the

forecast period.

Projected Debt Outstanding

(millions of dollars)

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
Existing State-Related Debt Outstanding 46,950 44472 42,061 39,465 36,907 33,836
Total New Debt
SUNY/CUNY 0 994 1,987 3,082 3,941 4,645
EXCEL (School Construction) 0 1,394 1,743 1,682 1,617 1,549
Economic Development 379 1,649 2,748 3,405 3,662 3,751
Transportation 358 1,445 2,518 3,553 4,684 5,883
All Other 1,077 2,677 4,565 6,625 8,386 9,813
Total State-Related Debt Outstanding $48,764 $52,631 $55,622 $57,812 $59,197 $59,477

Five-Year Increase in State-Related Debt Outstanding
(millions of dollars)

2006-07 Debt Outstanding

Total Debt Increases/(Decreases)
Transportation

Higher Education

EXCEL (School Construction)
Health & Mental Hygiene
State Facilities & Equipment
Tobacco and LGAC

All Other

2011-12 Debt Outstanding

Economic Development & Housing

48,764

4,367
3,043
2,512
1,482
1,662

756

(2,615)

(494)

59,477

Roughly $2 billion of the projected $10.7 billion increase in outstanding debt is the result
of new recommended bond-financed capital initiatives, with the balance attributable to prior
year commitments. New initiatives include the proposed General Obligation Bond Act and
additional funding for economic development projects and higher education facilities
described earlier. More detail is provided later in this Plan.

18




CAPITAL AND DEBT PLAN

The $52.6 billion of State-related debt in 2007-08 consists of debt issued for each of the
major programmatic areas as summarized below. The debt of the Local Government
Assistance Corporation (LGAC) (issued to eliminate seasonal borrowing) and Tobacco
bonds (issued to stabilize finances after September 11™) are not allocable to any specific
functional area since they served a Statewide purpose.

Debt Outstanding by Function
$52.6 Billion Projected at March 31, 2008

Transportation
25%
Tobacco
0,
Corrections & 7%
State Facilities Other
10% = 3%

&

A,

s

LGAC PR
STERERY

8% A
e

Ec Devel & Hsg
9%

Health & MH
9% Education

Environment 24%
5%

The graph below portrays the same level of debt outstanding, but allocates it by type of
borrowing mechanism or credit structure, rather than by program. As the State continues to
issue bonds using lower-cost Personal Income Tax Revenue (PIT) Bonds, it is expected that
the debt outstanding for service contract bonds will decline, while the PIT revenue debt will
increase. Analyses later in this Plan provide more detail on the components and types of
State debt.

Debt Outstanding by Financing Program
$52.6 Billion Projected at March 31, 2008

Dedicated -
Transportation

Service Contract
12%

29%

Tobacco
7%

MH & Health
Revenue
8%

Other
3%

General Obligation
6%

SUNY Dorm
Income o
29, PIT Revenue 8%
25%
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DEBT SERVICE

The State’s debt service costs consist primarily of payments to meet obligations for
bonds issued over the past thirty years, as well as new debt service costs that will result from
bond issuances projected to occur during the forecast period. The table below summarizes
the State’s existing debt service costs and new debt service costs resulting from planned new
issuances from 2006-07 through 2011-12.

Projected Debt Service
(millions of dollars)

2006-07 2007-08 2008-09 2009-10  2010-11 2011-12

Existing State-Related Debt Service 4,803 4,680 4619 4573 4,720 4,

Total New Debt Service

SUNY/CUNY 0 35 103 183 259
EXCEL (School Construction) 0 62 134 147 147
Economic Development 0 39 182 309 404
Transportation 0 76 166 260 359
All Other 0 110 288 487 702

Total State-Related Debt Service $4,803 $5,002 $5,492 $5,959 $6,591 $6,

606

322
147
460
469
874

878

The following charts provide a summary of the major debt service costs by both function
and financing program. Significant bond-financed capital investments, primarily for
transportation, education, corrections and economic development drive most of the State’s
debt service costs.

The vast majority of debt service costs are for bonds issued on the State's behalf by
public authorities. As the State continues to issue PIT bonds, it is expected that debt service
for service contract bonds will decline, while PIT bond debt service will increase.

Debt Service by Financing Program
$5.0 Billion Projected in 2007-08 Budget

Service Contract
33%

Dedicated -
Transportation
10%

MH & Health
Revenue
7%

SUNY Dorm Income

0,
1% Tobacco

9%

Other
PIT Revenue 29,
21% General Obligation

10%
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DEBT ISSUANCES

Projected debt issuances will finance capital investments authorized in the five-year
Transportation Plan, the five-year Higher Educational Facilities Plan, for the proposed $1.5
billion Stem Cell and Innovation Bond Act, to protect the environment, and maintain and
improve correctional and mental hygiene facilities. New debt issuances are projected to
average about $5.3 billion annually.

The following pie charts provide a distribution of the projected debt issuances for
2007-08 by both functional area and financing program. Consistent with past experience,
education (higher education and EXCEL), transportation, and economic development
projects are projected to result in roughly 80 percent of new issuances.

2007-08 Debt Issuances by Function
$6.5 Billion Projected

EXCEL Environment
0,
229 4% Health & MH
TR ) 7%
(T I TR R T AR R T AT A)
(TETT TR R R T T EP TR I A 3
LI LLLLLLLLLEE ST LE S, CO rre Ctlo ns &
ARSI, .
/ TSI SIS ESE LSS, State Facilities
LSS ISR,
e 7%
2
Higher Education =
16%
° N\
]
Transportation
21%

Ec Devel & Hsg
23%

For the Plan period, the PIT credit has replaced all of the State’s service contract
bonding, and is projected to comprise over three-fourths of all new State bond issuances.
The remaining one-fourth is divided between General Obligation bonds and other revenue
credits.
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2007-08 Debt Issuances by Financing Program
$6.5 Billion Projected

PIT Revenue

General
Obligation
6%

Dedicated -
Transportation ~ MH & Health SUNY Dorm
1% Revenue Income
6% 2%
DEBT RETIREMENTS

Retirements represent the annual repayment of principal for State-related debt, as of the
payment date due to bondholders, rather than the actual date the State makes the cash
payment. For example, if principal payments are due on April 1, the bonds are considered
outstanding on March 31, even if the State is contractually obligated to make payments to the
trustee prior to that date. The following pie charts provide a distribution of projected debt
retirements by both functional area and financing program.

The rate at which State-related debt is retired or paid off has a significant impact on the
State’s ability to generate bond capacity to finance its capital programs. The term of new
money bonds will continue to be no greater than the useful lives of the projects financed. In
addition, a maximum of ten-year terms will continue to be used for taxable programs.
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Debt Retirements by Function
$2.6 Billion Projected in 2007-08 Budget

Transportation
24%

Tobacco
9%

Other
3%

Corrections &
State Facilities

11%
Ec Devel & Hsg
6%
Health & MH

6%
Education

Environment 20%

10%

Retirements of State-related debt are projected to average $3.2 billion annually over the
five-year plan. Retirements will increase after 2007-08 for many of the State’s largest
bonding programs, including those for Consolidated Highway Improvement Programs
(CHIPs), SUNY, CUNY, the Department of Correctional Services (DOCS), and Mental
Health.

Debt Retirements by Financing Program
$2.6 Billion Projected in 2007-08 Budget
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DEBT AFFORDABILITY

State debt levels and debt costs continue to remain affordable based on a variety of debt
measures commonly used by the financial community: debt as a percent of statewide
personal income; debt per capita; and debt service costs as a percent of the All Funds budget.

As discussed in the Introduction, State debt is classified as either State-supported debt,
which includes both general obligation debt and debt issued on behalf of the State by public
authorities, or State-related debt — a more comprehensive measure — which includes State-
supported debt plus State-guaranteed debt, moral obligation debt and contingent-contractual
financings, where debt service is paid from non-State sources. The following measures all
utilize the more comprehensive State-related debt amounts.

DEBT AS A PERCENT OF PERSONAL INCOME SINCE 1997-98

State-Related Debt as a Percent of Personal Income
8.0% 1
Total State-Related debt as a percent of
7.5% personal income is projected to decline
from 6.6 percent in 1997-98 to 5.7 percent
7.0% - in 2011-12.
6.5% A
o R IRA SR %
60 A) ~ ‘ .
‘.
5.5% A
5.0% A
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1997-98 2000-01 2003-04 2006-07 2009-10

State-related debt outstanding as a percentage of personal income is projected to drop
from 6.6 percent in 1997-98 to 5.7 percent in 2011-12. Much of the decline that occurred
from 1997-98 through 2001-02 resulted from the elimination of $4.2 billion in New York
City Municipal Assistance Corporation (MAC) bonds. For a two year period beginning in
2001-02, State-related debt outstanding increased as the State issued $4.5 billion in tobacco
bonds to help address the fiscal crisis following September 11", By the end of the fifth year
of the Plan, debt outstanding as a percentage of personal income is projected to drop to its
lowest level since 2001-02 as the combined result of controlled use of new bond financings
and projected growth in personal income.
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Between 1998 and 2005, New York’s debt as a percent of personal income decreased
from 6.4 percent to 6.1 percent. The experience of the last several years in New York
mirrors that of its peers and reflects a national trend toward increased debt in response to
fiscal stress following September 11",

New York's Debt as a Percent of Personal
Income Compared to Other States

- —® — Peer Average
4 —8— U.S. Average
i =g NEW YOIk

—_

SO =~ N W s 01 O N 0O O O
1

- 6.4 % 6.1 %

Percent of Personal Income

1998 1999 2000 2001 2002 2003 2004 2005

Note: Data points represent debt at the calendar year-end as a percent of the previous year’s personal income.
Source: Moody’s Investors Service, Inc. for other states, State Comptroller reports for New York State.
Peer states include: MA, CA, NJ, IL, FL, PA, OH, MI, TX, CT.
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STATE DEBT SINCE 1997-98

The average growth in State-related debt from 1997-98 to 2007-08 is estimated at 3.6
percent, above the average annual growth in inflation of 2.8 percent, but below the 4.5
percent growth in personal income during that same time period.

Percent Growth in State-Related Debt Outstanding
1997-98 through 2007-08
4.5%
3.6%
2.8%
Debt Outstanding Inflation Personal Income

As noted in the chart below, the above-average increase in State debt in 2002-03 and
2003-04 is primarily related to the issuance of tobacco bonds to help respond to the fiscal
impact of September 11", The overall average increase in debt during this time period
(including tobacco bonds) is 3.4 percent.

Percent Change in State-Related Debt Outstanding

15.4%

-0.2%

1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12
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The following table provides the detailed data to support the earlier graphs.

State-Related Debt Outstanding, 1997-98 through 2005-06
(millions of dollars)

1997-98 | 1998-99 | 1999-00 | 2000-01 2001-02
Personal Income $557,024 | $591,847 | $619,659 | $663,005 | $679,886
State-Related Debt Outstanding $37,042 | $37,699 | $38,582 | $38,661 $38,601
State-Related Debt Outstanding as a %
of Personal Income 6.6% 6.4% 6.2% 5.8% 5.7%
2002-03 | 2003-04 | 2004-05 | 2005-06
Personal Income § $677,605| $691,962 | $741,275 | $771,568
State-Related Debt Outstanding $40,531 | $46,773 | $46,744 $46,927
State-Related Debt Outstanding as a %
of Personal Income 6.0% 6.8% 6.3% 6.1%
Projected State-Related Debt Outstanding, 2006-07 through 2011-12
(millions of dollars)
2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 2011-12
Personal Income $818,649 | $862,776 | $906,011 | $951,341 |$1,000,651]$1,051,452
State-Related Debt Outstanding $48,764 | $52,631 | $55,622 | $57,812 | $59,197 $59,477
State-Related Debt Outstanding as a %
of Personal Income 6.0% 6.1% 6.1% 6.1% 5.9% 5.7%

DEBT PER CAPITA SINCE 1997-98

The average annual growth in debt per capita is slightly higher than the growth in
inflation over the past ten years.

Percent Growth in State Debt per Capita
1997-98 through 2007-08

3.2%
2.8%
0.3%
Debt Per Capita Inflation Population
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State-Related Debt per Capita
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State-related debt per capita is projected to increase from $1,984 in 1997-98 to $3,064 in
2011-12, an average annual increase of 3.2 percent. The State’s population is projected to
remain relatively stable at approximately 19.4 million, thus the projected increase over the
Plan results primarily from the issuance of new debt to fund new State capital projects.

2005 Total Per Capita State Debt
New York and Peer State Rankings

Massachusetts 1
Connecticut 2
New Jersey 4
New York
- > <
lllinois 6 CD
California 9 )
QO
U.S. Average 2_
Florida 19
Ohio 20
Pennsylvania 25
Michigan 30
Texas 44
$0 $1,000 $2,000 $3,000 $4,000 $5,000

Source: Moody’s Investors Service, Inc. for peer states; NYS Comptroller Annual Report for NYS.

New York’s debt per capita of $2,425 ranks fifth highest in the nation. Connecticut,
Massachusetts, Hawaii, and New Jersey have higher debt per capita ratios than New York.
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The following table provides the detailed data to support the earlier graphs.

State-Related Debt Per Capita, 1997-98 through 2005-06
(millions of dollars)

1997-98 | 1998-99 | 1999-00 | 2000-01 2001-02
State-Related Debt Outstanding $37,042 | $37,699 | $38,582 | $38,661 $38,601
State Population (millions) 18.7 18.8 18.9 19.0 19.1
State-Related Debt Per Capita $1,984 $2,008 $2,042 $2,034 $2,021
2002-03 | 2003-04 | 2004-05 | 2005-06
State-Related Debt Outstanding $40,531 | $46,773 | $46,744 $46,927
State Population (millions) 19.2 19.2 19.3 19.3
State-Related Debt Per Capita $2,114 $2,432 $2,425 $2,437
Projected State-Related Debt Per Capita, 2006-07 through 2011-12
(millions of dollars)
2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 2011-12
State-Related Debt Outstanding $48,764 | $52,631 | $55,622 | $57,812 | $59,197 $59,477
State Population (millions) 19.3 19.3 19.3 194 194 194
State-Related Debt Per Capita $2,531 $2,728 $2,877 $2,985 $3,053 $3,064

DEBT SERVICE SINCE 1997-98

State-related debt service as a percentage of the All Funds budget is projected to decline
from 5.6 percent in 1997-98 to 5.0 percent at the end of 2011-12. The sharp decline in
2002-03 and 2003-04 resulted from two factors: (i) the use of $1 billion in surplus moneys to
eliminate high-cost debt and (ii) a series of refundings which took advantage of historically
low interest rates. Due to the post-September 11™ State deficits, most of the refundings were
structured to provide maximum debt service savings over a three to five year period.
Beginning in 2004-05, debt service costs begin to rise again primarily due to the end of the
aforementioned refinancing savings, the restructuring of the Dedicated Highway program,
the issuance of Tobacco Bonds with a relatively short amortization period of 16 years, and

the Transportation Bond Act of 2005.

6.0%

5.5%

State-Related Debt Service as a Percent of All Funds Budget

Total State-Related debt service as a
percent of the All Funds Budget is
projected to decline from 5.6 percent in

1997-98 to 5.0 percent in 2011-12.
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The average annual rate of growth in debt service from 1997-98 through 2007-08 of 3.0
percent is slightly higher than inflation of 2.8 percent but well below growth in State revenue
(after tax cuts) of 6.0 percent during that same time period.

Percent Growth in State-Related Debt Service
1997-98 through 2007-08
6.0%
3.0°/o 2_8%
Debt Service Inflation All Funds Budget

Debt Service growth is projected to average roughly 3.0 percent in the forecast period
due to fewer refunding opportunities, the Dedicated Highway debt restructuring, continued
support for education and economic development capital programs including the proposed
$1.5 billion Stem Cell and Innovation Bond Act, and the Transportation Bond Act of 2005.

Percent Change in State-Related Debt Service

14.6%14.7%
12.4% 12.7%

10.6%

o
9.8% 8.5%

-24.3%

1997-98 1999-00 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12
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The following table provides the detail data to support previous graphs.

State-Related Debt Service, 1997-98 through 2005-06
(millions of dollars)

1997-98 | 1998-99 | 1999-00 | 2000-01 2001-02
All Funds Budget $66,246 | $72,551 | $76,804 | $83,527 $84,312
State-Related Debt Service $3,737 $3,738 $3,887 $4,368 $4,437
State-Related Debt Service as a % All Funds Budget 5.6% 5.2% 51% 5.2% 5.3%
2002-03 | 2003-04 | 2004-05 | 2005-06
All Funds Budget $88,274 | $99,698 | $101,381 | $107,027
State-Related Debt Service $3,358 $3,847 $4,412 $4,264
State-Related Debt Service as a % All Funds Budget 3.8% 3.9% 4.4% 4.0%
Projected State-Related Debt Service, 2006-07 through 2011-12
(millions of dollars)
2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 2011-12
All Funds Budget $113,031| $118,317 | $124,428 ] $129,306 | $134,643 | $138,688
State-Related Debt Service $4.803 $5,002 $5,492 $5,959 $6,591 $6,878
State-Related Debt Service as a % All
Funds Budget 4.2% 4.2% 4.4% 4.6% 4.9% 5.0%
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DEBT POLICY AND PORTFOLIO

DEBT POLICY

The State’s overall debt policy goal is to ensure that debt levels and costs remain
affordable, while providing the financing support necessary to proceed with critical capital
investments.

The State’s current policy is to: (i) reduce the total amount of outstanding debt to less
than 4 percent of statewide personal income and (ii) reduce debt service costs to less than 5
percent of the overall budget.

STATE DEBT GUIDELINES

A detailed report on current State debt management polices is available on DOB’s
website. Some key elements of the current policy include:

All new tax exempt State debt must utilize level debt service with a final maturity
that is not greater than the projects’ useful lives, but in no event longer than 30 years.

Taxable debt shall be issued with a final maturity that is not greater than the projects’
useful lives, but in no event longer than ten years.

For a standard fixed-rate refunding, each individual bond maturity must have net
present value (NPV) savings of at least the following amounts:

Years From Call to Maturity Years to Call
Oto2 3to7 8to 10
Oto5 0.5% 1.0% 2.0%
6to 10 1.0% 2.5% 4.0%
11to 15 3.0% 4.0% 5.0%
16 to 20 4.0% 5.0% 5.5%

In addition to achieving the above maturity-by-maturity NPV savings, total NPV
savings must be at least three times the refunding’s costs of issuance, including
underwriters’ discount.

Refundings utilizing fixed rate payer swaps must have NPV savings, by individual
maturity, that are higher than traditional fixed-rate bonds: 2 percent above for Bond
Market Association (BMA) index-based swaps, and 5 percent above for 65 percent
of London Interbank Offered Rates (LIBOR)-based swaps.

Refundings utilizing convertible or put bonds must have individual maturity NPV
savings that are at least 3 percent higher than for fixed rate bonds.

The State plans to expand the use of variable rate debt by roughly $2 billion over the
next two to four years.
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STATE DEBT PORTFOLIO
The State’s debt portfolio includes both State-supported and State-related debt:

State-supported debt includes General Obligation debt approved by the voters as well
as debt that is issued on behalf of the State by public authorities, where the State is
contractually obligated to pay debt service, subject to appropriation.

State-related debt is more comprehensive and includes State-supported debt noted
above, as well as State-guaranteed debt, moral obligation financings and certain contingent-
contractual obligation financings, where debt service is paid from other non-State sources
and State appropriations are available, but not expected to be needed, to make payments.

State-related debt levels reported in this Plan are the cash-basis amounts consistent with
the actual GAAP-basis debt levels reported in the Comptroller's Comprehensive Annual
Financial Report. Thus, it reflects all debt issued by the State (including blended component
units) for Government activities and Business-type activities as defined in the
Comprehensive Annual Financial Report published by the State Comptroller.

However, the Plan does not include debt that is issued by, or on behalf of, local
governments that may be funded in part by State local assistance aid payments. For
example, State support for programs such as school aid or aid for New York City may in turn
be used by those local entities to help finance debt service for locally-sponsored and locally-
determined financings. Since this debt (i) was not issued by the State (or on behalf of the
State), (i1) does not result in a State obligation to pay debt service and (iii) is not considered
State debt in the Comprehensive Annual Financial Report of the State, it is not included in
this Plan. However, such debt is reflected in the respective financial statements of the local
governments responsible for the issuance of such debt.

Types of State-related debt in addition to State-supported debt include the following:
State-Guaranteed Debt

The State Constitution and applicable statutes expressly authorize the State to directly
guarantee certain public authority debt obligations that finance or guarantee loans to
encourage economic development throughout the State. The statute limits the amount of
such bonds that may be outstanding at any one time to $750 million.

The only obligations outstanding under this authorization have been issued by the Job
Development Authority (JDA), doing business as the Empire State Development
Corporation (ESDC). As of March 31, 2007, outstanding JDA obligations are projected to
be $57.4 million, a decline of $5 million from the end of 2005-06. The State has never been
called upon to make any payments pursuant to such guarantees and does not anticipate that it
will be called upon to make any State-guaranteed payments.
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Moral Obligation Financings

The State’s current outstanding moral obligation financings have involved the issuance
of debt by a public authority to finance a revenue-producing project. The debt is secured by
project revenues and includes statutory provisions morally committing the State, subject to
appropriation by the Legislature, to restore any deficiencies that may occur in the issuer’s
debt service reserve fund.

Two authorities currently have outstanding moral obligation debt as authorized by their
enabling acts. The Housing Finance Agency (HFA) issued bonds to finance various housing
programs and hospital and health care facilities, while the Dormitory Authority of the State
of New York (DASNY) has statutorily assumed liability for bonds issued originally by the
Medical Care Facilities Finance Agency (MCFFA) for the purpose of financing hospital and
nursing home facilities. As of March 31, 2007, outstanding moral obligation bonds are
projected to total $61.5 million.

The Executive Budget does not recommend new moral obligation financings. There has
never been a default on any moral obligation debt of any public authority.

Contingent-Contractual Obligations

The State has also used statutorily-authorized, contingent-contractual obligation
financings, under which a contract obligates it to recommend appropriations to pay debt
service on bonds in the event there are shortfalls in revenues from the non-State resources
available to pay debt service on the bonds. Pursuant to legislation enacted in 1985 and 2003,
respectively, the State has entered into contingent contractual-obligation agreements related
to bonds issued by DASNY under the Secured Hospital Program and asset backed revenue
bonds issued by the Tobacco Settlement Financing Corporation (TSFC). As required by
these agreements, the debt service appropriation bill submitted with the Executive Budget
includes appropriation authority sufficient to pay debt service due in 2007-08 on all such
outstanding contingent-contractual obligations.

Contingent contractual-obligations under the Secured Hospital Program were issued for
the purpose of enabling 11 financially distressed not-for-profit hospitals to gain access to the
capital markets. Subject to annual appropriation, the State is contractually obligated to pay
debt service in the event that pledged revenues, including hospital payments made under loan
agreements between DASNY and the hospitals, and certain reserve funds held for the bonds
are insufficient. The initial authorization to issue bonds under the Program, including
refunding bonds, expired on March 1, 1998. Legislation enacted in 2002 (which expired on
December 31, 2004) and in 2006 (which will expire on March 31, 2007) allowed certain
eligible secured hospital borrowers to refinance outstanding debt. To date, three eligible
borrowers have refinanced their outstanding debt. The Executive Budget does not anticipate
that any payments would be made from these contingent appropriations.

Legislation enacted in 2003 authorized the State to sell all of its tobacco settlement
payments to the TSFC (a statutorily-created corporation that is a subsidiary of the Municipal
Bond Bank Agency) through an asset-backed securitization transaction. The State entered
into a contingent contractual-obligation to pay debt service in the event that tobacco receipts
are insufficient. To ensure that State contractual payments will not be required and that
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tobacco receipts are sufficient to pay debt service, the tobacco bonds were structured to meet
or exceed all rating agency tobacco bond stress tests. The bonds carry a final nominal
maturity of 20 years and an expected final maturity of 13 years. As of March 31,2007, $4.1
billion in tobacco bonds are projected to be outstanding.

The Executive Budget does not recommend new contingent contractual-obligations, and
there have never been any payments from these contingent appropriations.

DEBT PORTFOLIO MANAGEMENT

Over the past several years, New York State’s debt portfolio has grown in complexity as
the State began using more sophisticated investments to reduce its debt service costs The
market for New York State-supported bonds is large and diverse, consisting of individual
investors, mutual funds, insurance companies, hedge funds, investment banks, trust
departments and money market funds. The concentration of high net worth individuals and
businesses based in the State creates significant demand for New York State bonds.

The State-related debt portfolio consists of fixed-rate and variable-rate debt obligations.
The fixed-rate obligations are projected to total $46.4 billion, or 95 percent, of the total debt
outstanding on March 31, 2007. Debt classified as bearing a fixed rate of interest includes:

e “Traditional” fixed-rate bonds, where the State issues bonds bearing a fixed rate of
interest. More than three-quarters of all State debt falls into this category.

e “Synthetic” fixed-rate bonds, where the State issues bonds bearing a variable rate of
interest, but enters into an interest-rate exchange agreement (“swap”) to effectively
create a fixed-rate obligation. The State has roughly $6 billion of debt that has a
“synthetic” fixed-rate. Detailed information on the structure of specific State swaps is
available at www.budget.state.ny.us.

e “Convertible” bonds, where the State issues bonds that bear a fixed rate for a set
period of years, but then can be converted to a variable rate at a specific date. The
State has roughly $3.1 billion in convertible bonds. For planning purposes, the State
assumes that the bonds will be converted to variable rates on the mandatory tender
dates. They are counted as fixed-rate obligations until that time. See
www.budget.state.ny.us for more information.

Variable-rate obligations, exclusive of bonds that are hedged with a fixed-rate swap, are
projected to total $2.4 billion at the end of 2006-07, or 4.9 percent of overall State-related
debt outstanding. Detailed information on the State’s variable-rate obligations is available at
www.budget.state.ny.us.
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REFUNDINGS

In the last decade, the State has refinanced roughly 60 percent of its debt portfolio at
historically low interest rates. The chart below provides an overview of the State’s $48.8
billion debt portfolio.

Refunding Opportunities
$48.8 Billion State Related Debt Portfolio

Tobacco-Turbo
8% Previously
Refunded/Non
Variable Rate Callable
Bonds X 19%
16%

Very Low Interest

Rates \ .
13% Refunded Since
Possible 2002-03
Refunding 41%
3%
AVAILABLE INFORMATION

The State provides investors and the public with complete, accurate and timely disclosure
of financial information and other developments relating to the State’s overall finances and
debt levels.

In addition to quarterly multi-year Financial Plan reports, and monthly and annual
comprehensive accounting reports, the State provides the following information:

e The Capital Program and Financing Plan (this report) is published twice a year, and
provides “one-stop shopping” for comprehensive information on State debt levels,
debt service costs, capital projects spending and debt affordability measures.

e The Annual Information Statement (AIS) is the principal means for disclosing
financial information pursuant to Federal securities law requirements. The AIS is
published annually within 30 days of budget enactment, and updated on a quarterly
basis — with supplements, as needed, for significant events or developments that
occur between quarterly updates.

e The Continuing Disclosure/Annual Update consists of information directly relevant

to the security of specific bonds that were issued by the State. When the State or its
authorities issues bonds, the issuer agrees to annually update certain financial
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information contained in the Official Statement used in connection with the issuance
of the bonds, and to provide timely notice of material events (as defined by the
Securities and Exchange Commission), for the benefit of investors in the secondary
market.

All of this information is provided on DOB’s website.
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MULTI-YEAR CAPITAL SPENDING RECOMMENDATIONS

The following section discusses in more detail the Capital Projects Spending section
contained in the Overview. The amounts displayed are estimates for All Governmental
Funds and include spending reflected in both the cash-basis and GAAP-basis accounting
results. Key recommendations included in 2007-08 and over the remaining four years of the
Plan are discussed below.

Five Year Share of $46.7 Billion of Capital Investments

Transportation

Mental Hygiene &
(49%) vo

Public Protection
(10%)

Economic
Development &
Gov't Oversight
(12%)

Other

. 7%

Educ?tlon Environment 7

(16%) (6%)

Transportation spending, primarily for improvements and maintenance of the State’s
highways and bridges, continues to account for the largest share (49 percent) of total
spending over the Plan. This spending includes over $2.3 billion from the Rebuild and
Renew New York Transportation General Obligation Bond Act of 2005. The balance of
total spending will support other capital investments in the areas of education (16 percent),
economic development and government oversight (12 percent), mental hygiene and public
protection (10 percent), parks and the environment (6 percent), and health and social welfare,
general government and other areas (7 percent).
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2006-07 through 2011-12 Capital Spending Overview

CAPITAL SPENDING BY FUNCTION AND FINANCING SOURCE

Spending

Transportation

Parks and Environment

Economic Development & Gov't. Oversight
Health and Social Welfare
Education-EXCEL

Education-All Other Programs

Public Protection

Mental Hygiene

General Government

Other

Total

GAAP Spending

Net Cash Spending

Financing source

State Pay-As-You-Go
Federal Pay-As-You-Go
General Obligation Bonds
Authority Bonds

Total

CAPITAL PROGRAM AND FINANCING PLAN

2006-2007 THROUGH 2011-2012
(thousands of dollars)

2006-2007 2007-2008 2008-2009 2009-2010  2010-2011 2011-2012
3,765,361 4,147,041 4,445,870 4,696,497 4,822,158 4,885,932
636,614 624,394 566,735 556,053 566,053 566,053
455,642 1,423,298 1,498,811 1,273,093 872,373 609,250
178,347 359,222 422,433 373,988 292,098 128,165
750,000 1,450,000 400,000 0 0 0
1,045,434 1,190,180 1,305,680 1,293,082 1,101,192 863,788
315,393 352,011 354,356 359,380 383,280 378,800
358,350 407,320 591,912 692,990 558,101 586,581
121,689 101,953 123,850 124,000 74,500 70,250
70,027 244,357 182,707 147,251 94,651 94,151
7,696,857 10,299,776 9,892,354 9,516,334 8,764,406 8,182,970
1,712,193 2,703,817 1,906,364 1,493,483 1,131,695 996,672
5,984,664 7,595,959 7,985,990 8,022,851 7,632,711 7,186,298
2006-2007 2007-2008 2008-2009 2009-2010  2010-2011 2011-2012
1,598,583 1,822,570 1,873,692 1,882,221 1,832,088 1,885,801
1,795,373 1,974,284 2,009,753 1,999,869 2,003,307 2,027,419
220,017 407,728 552,010 787,566 724,351 594,460
4,082,884 6,095,194 5,456,899 4,846,678 4,204,660 3,675,290
7,696,857 10,299,776 9,892,354 9,516,334 8,764,406 8,182,970
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New Capital Spending Recommendations

Approximately $3.2 billion in new capital projects commitments are reflected in the
overall five-year plan, and summarized as follows:

Proposed New Capital Initiatives Beginning in 2007-08
($ 3.2 B In Commitments Over Five Years)

Other
Mental Hygiene ~Education

CUNY $266 M $200 M $14 M
SUNY
] $380 M

Other $78 M

Economic
Development and
Innovation
$2,216 M

Major new capital projects recommended in the 2007-08 Executive Budget are as
follows:

e A $1.5 billion General Obligation Bond Act to support the Stem Cell Research and
Innovation Fund, which will be placed on the ballot in November 2008 for voter
approval. This initiative is expected to provide capital support for ten years for stem
cell, life sciences, and emerging technologies at $150 million annually, beginning in
2009-10. An additional $500 million for operational costs is anticipated, with
recommended 2007-08 appropriations of $100 million ($66 million capital) to
support initial efforts in this area;

e §$650 million for new economic development initiatives, including $300 million each
for a computer chip development center and attracting and retaining business
activity, and $50.45 million for projects at Governor's Island, Roosevelt Island,
Harriman Research and Technology Park and Niagara Falls;

e §78 million for the Judiciary for court officer training facilities;

e $200 million for the construction of new community residential housing for the
Office of Mental Health;

e $380 million for SUNY for various projects that address health and safety,

rehabilitation and preservation needs, including the Old Westbury and Stony Brook
Southampton campuses;
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e $266 million for CUNY to meet critical needs including ongoing science projects at
City College and other health and safety, rehabilitation and preservation projects; and

e $50 million for the expanded scope, including other related State functions, for a
new State Police Troop G headquarters.

Annual Spending Change

Capital projects spending is projected to increase by $2.6 billion from 2006-07 to
2007-08. The annual spending change is displayed on a functional basis on the following
chart.

Percent of Total Annual Spending Increase by Function
Change from 2006-07 to 2007-08

Higher Education

Education-EXCEL (6%)
(31%)
Health and Social
Welfare . Other
(7%) v 5%)

Mental
Hygiene/Public
Protection
(3%)
Economic
Development and Transportation
Gov't Oversight (15%)

(37%)

Spending for transportation is projected to increase by $382 million or by 10 percent and
reflects the five-year DOT Capital Plan.

Parks and environment spending will decrease by $12 million (2 percent) primarily for
the spendout of existing programs financed with General Obligation bonds.

Economic Development spending is projected to increase by $968 million (212 percent)
which is primarily attributable to spending for existing economic development programs
including the $1.45 billion Regional Economic Growth Program which finances a variety of
capital programs including Centers of Excellence, Empire Opportunity Fund, Gen*NY *sis,
and RESTORE, the Community Enhancement Facilities Assistance Program (CEFAP), and
the Strategic Investment Program. Also included are continued efforts for projects enacted
in previous fiscal years related to New York City Stadia, the State share of the Javits Center
Expansion ($50 million), the New York State Technology and Development Program ($250
million), and Regional Economic Development Program ($90 million). A $66 million
appropriation for Stem Cell Research and Innovation is recommended to provide start-up
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funding in this area. A $1.5 billion Stem Cell and Innovation Bond Act, a key component of
the proposed total $2.0 billion commitment to this initiative, would be placed before the
voters in November 2008. Finally, an additional $650 million in new regional economic
development bonding is recommended to enhance ongoing efforts while providing new
financing for stem cell, life sciences, and emerging industries.

Spending for Health and Social Welfare is projected to increase by $181 million (101
percent). It reflects $236 million in project costs for the $1 billion Health Care Efficiency
and Affordability Law for New Yorkers (HEAL NY) enacted in 2005-06.

Education spending is projected to increase by $845 million (47 percent) in 2007-08,
which is attributable to increases in bonded spending for EXCEL, SUNY and CUNY senior
and community colleges, SUNY Dormitory Facilities and SED Cultural Storage Facilities.

Spending increases of $37 million (12 percent) for Public Protection primarily reflect the
expanded scope, including other related State functions, for a new headquarters for Troop G
and additional emphasis on addressing maintenance needs for existing facilities.

Mental Hygiene capital spending will increase $49 million (14 percent) for continued
critical rehabilitation projects at State facilities and development of community residences.

General Government spending decreases by $20 million (16 percent) which primarily
reflects spending for the Office of Technology data center, the wireless E-911 service project
through Department of State, and critical preservation projects for the Empire State Plaza.

Spending in the other category, which supports capital investments for the Judiciary,
statewide equipment, and capital spending financed with Federal Funds for the World Trade
Center site, is projected to increase $174 million from $70 million to $244 million and
primarily reflects a recommended increase of $108 million for projects at the World Trade
Center, $60 million for statewide equipment, and $16 million for new court officer training
facilities for the Judiciary.

TRANSPORTATION

The Plan reflects a proposed increase to the 2005-06 through 2009-10 five-year
Department of Transportation (DOT) capital program, which totaled approximately $17.9
billion when adopted in 2005. The Executive Budget increases the DOT five-year program
to over $18.7 billion through 2009-10, reflecting $827 million in projected additional Federal
aid for investments in local highway and bridge projects, preventative maintenance, State
highway and bridge projects and engineering, and other emerging needs. This overall
program includes $10.1 billion for highway and bridge construction and maintenance
contracts.

The Plan will continue to be financed by PAY GO resources supported by dedicated taxes
and fees, Federal aid, funds from the Rebuild and Renew New York Transportation Bond
Act, and State-supported DHBTF bonds. Federal obligation authority available to DOT is
now estimated to average $1.7 billion annually, based on recent DOT estimates of Federal
highway aid under SAFETEA-LU, the Federal transportation act.
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It is currently estimated that almost $280 million in additional resources will need to be
identified through 2009-10 to support planned capital program levels in the last two years of
the 2005-2009 capital plan.

The Plan also continues to assist localities in funding various local transportation
projects. Funding for such programs, including the Consolidated Highway Improvement
Program (CHIPs) and the Marchiselli Program, is projected at $356 million in 2007-08, and
is projected to total almost $1.7 billion over the DOT Plan.

Spending for transportation is projected to increase by $382 million or by 10 percent
from 2006-07 to 2007-08 reflecting the anticipated spendout of the over $17.9 billion five-
year DOT Capital Plan. Projections for 2010-11 and 2011-12 are based on an assumption of
flat commitment levels, as a placeholder for a successor transportation plan.

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

Transportation 2006-2007 2007-2008 2008-2009  2009-2010  2010-2011 2011-2012
State Pay-As-You-Go 1,037,741 1,143,941 1,119,076 1,264,529 1,321,896 1,381,835
Federal Pay-As-You-Go 1,578,929 1,629,819 1,720,990 1,753,704 1,755,492 1,783,604
General Obligation Bonds 90,529 286,944 499,567 585,123 521,908 392,017
Authority Bonds 1,058,162 1,086,337 1,106,237 1,093,141 1,222,862 1,328,476
Transportation Total 3,765,361 4,147,041 4,445,870 4,696,497 4,822,158 4,885,932
Transportation 2006-2007 2007-2008 2008-2009  2009-2010  2010-2011 2011-2012
State Pay-As-You-Go 27.56% 27.58% 25.17% 26.92% 27.41% 28.28%
Federal Pay-As-You-Go 41.93% 39.30% 38.71% 37.34% 36.40% 36.50%
General Obligation Bonds 2.40% 6.92% 11.24% 12.46% 10.82% 8.02%
Authority Bonds 28.10% 26.20% 24.88% 23.28% 25.36% 27.19%
Transportation Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
PARKS AND ENVIRONMENT

Parks and environment capital spending of $2.9 billion will average over $575 million
annually, and will continue to focus on the clean up of environmental hazards. Spending in
this category declines over the Plan as a result of the completion of voter-approved General
Obligation bonding authorizations.

Spending to support the newly refinanced State Superfund Program and the new
Brownfields Program for the remediation of hazardous waste and hazardous substances and
for off-site contamination of Brownfield cleanup sites will average about $585 million
annually. Another $15 million in annual disbursements will support PAY GO grants and the
implementation of State Superfund and Brownfield Cleanup Programs.

Annual appropriations for the Environmental Protection Fund (EPF) are recommended to
increase to $250 million in SFY 2007-08, grow to $325 million in SFY 2008-09 and remain
at this annual level over the Plan. Average annual spending of almost $168 million will
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finance a variety of critical environmental and recreational activities and municipal park
projects. To finance capital projects supported by the EPF, dedicated Real Estate Transfer
taxes will increase from $147 million in 2006-07 to $212 million annually over the Plan, and
the Fund will receive all unclaimed bottle deposits under revisions to the State Bottle Bill
statute.

Spending financed by reappropriations for the Clean Water/Clean Air Bond Act
(CWCA) approved by the voters in 1996 will average about $66 million annually over the
Plan and will finance water quality improvement and landfill and recycling projects.

Spending from the State Parks Infrastructure Fund (SPIF) will average almost $26
million annually over the Plan. Parks and environment spending will decrease by $12
million (2 percent) from 2006-07 to 2007-08 primarily for the spendout of existing programs
financed with General Obligation bonds as a significant number of projects have been
addressed.

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

Parks and Environment 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 221,484 236,610 247,292 236,610 246,610 246,610
Federal Pay-As-You-Go 105,000 105,000 105,000 105,000 105,000 105,000
General Obligation Bonds 129,488 120,784 52,443 52,443 52,443 52,443
Authority Bonds 180,642 162,000 162,000 162,000 162,000 162,000
Parks and Environment Total 636,614 624,394 566,735 556,053 566,053 566,053
Parks and Environment 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 34.79% 37.89% 43.63% 42.55% 43.57% 43.57%
Federal Pay-As-You-Go 16.49% 16.82% 18.53% 18.88% 18.55% 18.55%
General Obligation Bonds 20.34% 19.34% 9.25% 9.43% 9.26% 9.26%
Authority Bonds 28.38% 25.95% 28.58% 29.13% 28.62% 28.62%
Parks and Environment Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

ECONOMIC DEVELOPMENT AND GOVERNMENT OVERSIGHT

Economic development and government oversight spending of slightly over $5.7 billion
is projected to average over $1.1 billion annually and support: economic development
projects; housing programs administered by the Division of Housing and Community
Renewal (DHCR); the disposal of nuclear waste at the Western New York Nuclear Service
Center at West Valley; and the preservation and improvement of State Fairground buildings.

The Capital Plan includes support for new and existing programs that will promote
regional initiatives to assist the State in adapting and moving towards an innovation
economy, including:
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e $1.5 billion will be provided to support the State's continued investments in stem
cell, life sciences and other emerging industries administered by the Stem Cell and
Innovation Fund Corporation. Subject to voter approval of a General Obligation
Bond Act in November 2008, the Plan assumes the initial three years of an annual
investment of $150 million for ten years to support capital investments.

e $66 million to support long-term investments in stem cell, life sciences and other
emerging industries, which will be administered by the newly created New York
State Stem Cell and Innovation Fund Corporation;

e $300 million for the development of an international computer chip research and
development center;

e $300 million in new funding for the Investment and Job Creation Act of 2007 to
attract and retain business in New York State;

e Over $50 million to support capital improvement projects at Governor’s and
Roosevelt Islands in New York City, as well as redevelopment initiatives at the
Harriman Research and Technology Park and in Niagara Falls; and

e Over $2.2 billion for continued support of specific economic development, cultural
facilities, university development, environmental, and energy projects administered
by the Empire State Development Corporation (ESDC) and Dormitory Authority of
the State of New York (DASNY), including $650 million for the development of a
semiconductor manufacturing facility; and $300 million for the RESTORE New
York Communities initiative.

Economic Development spending is projected to increase by $968 million (212 percent)
from 2006-07 to 2007-08 and is primarily attributable to spending for new and existing
economic development programs, including the new Stem Cell Research and Innovation
Initiative.

Capital spending for housing will average $116.6 million annually over the Plan and will
continue to facilitate the construction and preservation of the State’s low and moderate-
income housing stock, including the Homeless Housing Assistance Program and housing
programs administered by DHCR.
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FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012

(thousands of dollars)

Economic Development & Gov't. Oversight 2006-2007 2007-2008 2008-2009  2009-2010  2010-2011 2011-2012
State Pay-As-You-Go 3,447 19,825 52,825 3,325 3,325 3,325
Federal Pay-As-Y ou-Go 3,000 3,000 3,000 3,000 3,000 3,000
General Obligation Bonds 0 0 0 150,000 150,000 150,000
Authority Bonds 449,195 1,400,473 1,442,986 1,116,768 716,048 452,925
Economic Development & Gov't. Oversight Total 455,642 1,423,298 1,498,811 1,273,093 872,373 609,250
Economic Development & Gov't. Oversight 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 0.76% 1.39% 3.52% 0.26% 0.38% 0.55%
Federal Pay-As-Y ou-Go 0.66% 0.21% 0.20% 0.24% 0.34% 0.49%
General Obligation Bonds 0.00% 0.00% 0.00% 11.78% 17.19% 24.62%
Authority Bonds 98.59% 98.40% 96.28% 87.72% 82.08% 74.34%
Economic Development & Gov't. Oversight Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

HEALTH AND SOCIAL WELFARE

Spending of almost $1.6 billion for health and social welfare is projected to average over

$315 million annually and support: the preservation and maintenance of residential and non'’
residential youth facilities operated by the Office of Children and Family Services; Homeless

Housing Assistance Program (HHAP) Grants administered by the Office of Temporary and

Disability Assistance; and capital projects to protect the health and safety of patients at

veterans homes and health care facilities operated by DOH, including the new veterans

nursing home at Oxford.

The Plan also includes $300 million in new capital appropriations, the major portion of
which will continue the Health Care Efficiency and Affordability Law for New Yorkers
(HEAL NY) program which was enacted in 2005-06. The program would support targeted
investments in the health care infrastructure designed to enhance the efficient operation of
health care facilities, close or restructure underutilized capacity and upgrade information and
health care technologies. Program costs are projected to be financed through a combination
of PAYGO and bond-financed resources.

Spending for the Health and Social Welfare functional area is projected to increase by

$181 million (101 percent) from 2006-07 to 2007-08 and primarily reflects capital costs for
the $1 billion HEAL NY program enacted in 2005-06 .
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FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

Health and Social Welfare 2006-2007 2007-2008 2008-2009 2009-2010  2010-2011 2011-2012
State Pay-As-You-Go 83,160 189,136 216,568 144,116 17,500 17,500
Federal Pay-As-Y ou-Go 32,937 36,812 60,665 60,665 60,665 60,665
Authority Bonds 62,250 133,274 145,200 169,207 213,933 50,000
Health and Social Welfare Total 178,347 359,222 422,433 373,988 292,098 128,165
Health and Social Welfare 2006-2007 2007-2008 2008-2009 2009-2010  2010-2011 2011-2012
State Pay-As-You-Go 46.63% 52.65% 51.27% 38.53% 5.99% 13.65%
Federal Pay-As-You-Go 18.47% 10.25% 14.36% 16.22% 20.77% 47.33%
Authority Bonds 34.90% 37.10% 34.37% 45.24% 73.24% 39.01%
Health and Social Welfare Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

EDUCATION

Education spending of over $7.6 billion is projected to average $1.5 billion annually.
This reflects continued spending from EXCEL ($1.8 billion), the existing Five-Year Capital
Investment Programs for SUNY and CUNY enacted in 2004-05 to support facility and
infrastructure improvements that are consistent with the needs and priorities of each system.
Education reappropriations also include support for the five-year SUNY and CUNY
Community College Plans and the five-year SUNY Dormitories Plan enacted in 2003-04.

The Governor will call upon SUNY and CUNY to develop new Five-Year Capital Plans
for 2008-09. Adoption of new Five-Year Plans will promote stability, predictability and
greater discipline in the capital funding process and will ensure campus priorities are
balanced with available resources.

Pending development of these new Five-Year Capital Plans, the 2007-08 Executive
Budget provides transitional funding of $379.7 million at SUNY and $265.8 million at
CUNY to support high priority projects .

The 2007-08 Executive Budget recommendations include additional capital projects
totaling $646 million to supplement the current multi-year SUNY and CUNY Capital
Investment Programs. The 2007-08 Executive Budget recommendations for SUNY provide
$380 million in transitional capital funds to support the continuation of partially funded
projects, selected high priority projects and critical maintenance. Specifically, the Executive
Budget recommends $165 million for projects such as the Old Westbury Academic Complex
project and rehabilitation of the Stony Brook Southampton Campus, $115 million for high
priority projects such as the Plattsburgh Science Facility and construction of a Regional
Center for Empire State, and $100 million for critical maintenance projects university-wide.
The 2007-08 Executive Budget recommendations provide $266 million in new supplemental
appropriations for CUNY. Specifically, the Executive Budget recommends $225 million at
the senior colleges for: the Advanced Science Research Center ($14.5 million); the new City
College science facility ($55 million), and the Marshak Building rehabilitation project at
City College ($30 million); rehabilitation projects at the New York City College of
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Technology ($19 million); central plant expansions at City College and Lehman College
($41 million); and University-wide health and safety, facilities preservation and mechanical,
electrical and plumbing infrastructure projects ($65 million). Capital recommendations for
community colleges include: $20 million for cost escalations associated with the demolition
and rebuilding of Fiterman Hall at the Borough of Manhattan Community College; $0.9
million for mechanical systems upgrades at Bronx Community College; and $8.9 million for
University-wide health and safety, facilities preservation, mechanical, electrical and
plumbing infrastructure projects. In addition, State matching funds of $11 million are
recommended for Academic Building 1 at Medgar Evers College.

Education spending is projected to increase by $845 million (47 percent) in 2007-08,
which is attributable to increases in bonded spending for EXCEL, SUNY, and CUNY senior
and community colleges. These increases are offset by a reduction in spending due to the
completion of the Rebuilding Schools to Uphold Education (RESCUE) Program.

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

Education 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 59,580 63,480 61,730 63,730 63,730 63,730
Authority Bonds 1,735,854 2,576,700 1,643,950 1,229,352 1,037,462 800,058
Education Total 1,795,434 2,640,180 1,705,680 1,293,082 1,101,192 863,788
Education 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 3.32% 2.40% 3.62% 4.93% 5.79% 7.38%
Authority Bonds 96.68% 97.60% 96.38% 95.07% 94.21% 92.62%
Education Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Spending for public protection of $1.8 billion is projected to average more than $333
million annually and will continue to focus on preserving and maintaining infrastructure
investments at existing correctional facilities, and facilities operated and maintained by the
Division of Military and Naval Affairs (DMNA), the Division of State Police (DSP), and
Homeland Security. The Plan includes $56 million in bond financing for evidence storage
facilities and the headquarters for Troop G.

Spending increases of $37 million (12 percent) from 2006-07 to 2007-08 for Public
Protection primarily reflect re-estimates and State Police costs for a proposed new Troop L
headquarters, evidence storage facilities, and additional emphasis on addressing maintenance
needs for existing facilities. In addition, $50 million in spending, which will begin in
2008-09, is added for necessary project enhancements to supplement spending from the
2005-06 appropriation for the new Troop G Headquarters.
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Public Protection

State Pay-As-You-Go
Federal Pay-As-You-Go
Authority Bonds

Public Protection Total

Public Protection

State Pay-As-You-Go
Federal Pay-As-You-Go
Authority Bonds

Public Protection Total

MENTAL HYGIENE

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012

(thousands of dollars)

2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
17,126 14,551 16,348 17,100 14,280 13,800
42,957 59,203 37,148 22,000 45,000 41,000

255,310 278,257 300,860 320,280 324,000 324,000
315,393 352,011 354,356 359,380 383,280 378,800

2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012

5.43% 4.13% 4.61% 4.76% 3.73% 3.64%
13.62% 16.82% 10.48% 6.12% 11.74% 10.82%
80.95% 79.05% 84.90% 89.12% 84.53% 85.53%

100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Spending for mental hygiene capital projects of $2.8 billion is projected to average $567
million annually. Department of Mental Hygiene spending will continue to support essential
health and safety, rehabilitation and maintenance projects needed to preserve and maintain
both institutional and community-based facilities operated and/or licensed by the Office of
Mental Health (OMH), the Office of Mental Retardation and Developmental Disabilities
(OMRDD), and the Office of Alcoholism and Substance Abuse Services (OASAS). Bonded
disbursements include $200 million for new community residential housing for the Office of

Mental Health.

Mental Hygiene capital spending will increase $49 million (14 percent) from 2006-07 to
2007-08 for continued critical rehabilitation projects at State facilities and the continued
development of community residences.

Mental Hygiene

State Pay-As-You-Go
Authority Bonds

Mental Hygiene Total

Mental Hygiene

State Pay-As-You-Go
Authority Bonds

Mental Hygiene Total

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012

(thousands of dollars)

2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
94,868 97,925 102,496 105,810 109,746 108,750
263,482 309,395 489,416 587,180 448,355 477,831
358,350 407,320 591,912 692,990 558,101 586,581
2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
26.47% 24.04% 17.32% 15.27% 19.66% 18.54%
73.53% 75.96% 82.68% 84.73% 80.34% 81.46%
100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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GENERAL GOVERNMENT

General government spending of $495 million is projected to average over $99 million
annually and will continue to support plans for the construction, rehabilitation, consolidation
and renovation of State office buildings to achieve space efficiencies and reduce operational
costs. In addition to maintaining existing facilities, spending will continue to support the
renovation of the State Capitol and the Empire State Plaza. Funding is also continued for the
Department of State (DOS) for local public safety answering point equipment upgrades for
wireless E-911 service.

General government spending decreases by $20 million (16 percent) from 2006-07 to
2007-08, which reflects increased spending for the data center for the Office for
Technology, offset by the conclusion of spending for the Alfred E. Smith State Office
Building and the Elk Street Garage.

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

General Government 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 63,700 48,595 48,850 46,500 54,500 50,250
Authority Bonds 57,989 53,358 75,000 77,500 20,000 20,000
General Government Total 121,689 101,953 123,850 124,000 74,500 70,250
General Government 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 52.35% 47.66% 39.44% 37.50% 73.15% 71.53%
Authority Bonds 47.65% 52.34% 60.56% 62.50% 26.85% 28.47%
General Government Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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OTHER

Spending in this category also supports capital investments for the Judiciary, statewide
equipment, and capital spending financed with Federal Funds for the World Trade Center
site. Spending for these projects of $763 million is projected to average almost $153 million
annually over the Plan.

FUNCTIONAL CAPITAL SPENDING BY FINANCING SOURCE
2006-2007 THROUGH 2011-2012
(thousands of dollars)

Other 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 17,477 8,507 8,507 501 501 1
Federal Pay-As-You-Go 32,550 140,450 82,950 55,500 34,150 34,150
Authority Bonds 20,000 95,400 91,250 91,250 60,000 60,000
Other Total 70,027 244,357 182,707 147,251 94,651 94,151
Other 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
State Pay-As-You-Go 24.96% 3.48% 4.66% 0.34% 0.53% 0.00%
Federal Pay-As-You-Go 46.48% 57.48% 45.40% 37.69% 36.08% 36.27%
Authority Bonds 28.56% 39.04% 49.94% 61.97% 63.39% 63.73%
Other Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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AGENCY CAPITAL PROGRAM PLANS

The Capital Program Plan section provides a narrative description of the capital
investment recommendations of agencies for the 2007-08 through 2011-12 period. This
section of the Plan is organized programmatically. Each program area begins with a
functional overview, followed by each agency’s narrative description which highlights
accomplishments, new initiatives, and long-term financial requirements.

All State agencies and authorities with State-supported capital programs have capital
maintenance systems. Agencies are required to develop five-year maintenance plans, which
include an assessment of assets with a replacement value of at least $5 million, and that
reflect an asset’s age, condition, condition goals, maintenance activities, and remaining
useful life. In addition, every five years, agencies are also required to perform an
independent evaluation of their maintenance plans to ensure that the recommended
maintenance activities are consistent with current capital needs.

The capital maintenance plan summaries are included in the agency narratives, since the
maintenance plans are a critical part of an agency’s Five-Year Capital Plan. The
appropriations reflected in each agency’s Five-Year Capital Plan reflect a needs-assessment,
which will continue to be refined as an agency implements an asset maintenance system.

The tables contained in this section provide five years of appropriation, commitment and
disbursement projections for each program. Commitment levels in these tables reflect the
value of contracts expected to be entered into by each agency in a given year. Each agency
narrative compares the Plan’s recommended commitment levels with last year’s levels. The
reappropriation projections reflect the unexpended balance of the original appropriation, and
any unused amounts continue to be shown until the project is completed.

This section also includes summary schedules of disbursements, which aggregate the
information presented in the individual agency tables. These summary tables reflect
projections of disbursements for capital projects, and eliminate transactions which simply
move moneys from one fund to another. This adjustment provides comparability between
the Plan’s summary of disbursements and the State’s Financial Plan. Beginning with this
Capital Program Plan, detailed agency tables are attached later in this document. These
tables display the recommended individual reappropriations and new appropriations for each
agency, as well as the anticipated future appropriations through State fiscal year 2011-12.
The recommended appropriations represent the estimated project cost for the various
agencies and the respective comprehensive construction programs. Further information on
these detailed tables is provided at the beginning of that section.
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TRANSPORTATION

New York’s diverse transportation system plays a crucial role in our economy. The
State’s over 240,000 lane miles of roads, 19,500 bridges, 4,000 railroad miles, 147 public use
airports, 12 major ports and over 70 mass transit systems are among our most valuable
resources. These important assets are managed and maintained by a network of State
agencies, public authorities, local governments and private entities.

The five-year State transportation plan enacted in State fiscal year 2005-06 provided over
$35.9 billion for the State’s transportation systems through State fiscal year 2009-10. The
adopted plan included over $17.9 billion for the Department of Transportation (DOT) capital
program and over $17.9 billion for the Metropolitan Transportation Authority (MTA) capital
program.

The Executive Budget increases DOT’s five-year capital program from $17.9 billion to
over $18.7 billion. This reflects an increase of $827 million from additional Federal aid for
investments in local highway and bridge projects, preventive maintenance, State highway
and bridge projects and engineering, and other emerging and strategic needs.

The MTA’s five-year program includes funding for state-of-good-repair projects for
subways, buses, commuter railroads, tunnels and bridges; system expansion projects;
preventive maintenance programs; and important security and policing projects to protect the
MTA network. The plan provides $2.5 billion to advance three major system expansion
projects: East Side Access, Second Avenue Subway and the JFK Rail Link to Lower
Manhattan.

The 2005-06 to 2009-10 State transportation plan is funded primarily by more than $4.4
billion in annual State revenues dedicated to transportation, including increases enacted in
2005 of various Department of Motor Vehicles (DMV) fees and an additional 1/8 cent sales
tax levied in the MTA service district and dedicated to the MTA. Also enacted in 2005 to
fund the transportation plan was a five cent increase in the mortgage recording tax collected
in the MTA service district and paid directly to the MTA by the counties. In addition, the
$2.9 billion Rebuild and Renew New York Transportation Bond Act of 2005 provided
additional resources for transportation infrastructure throughout the State, with the DOT and
MTA cach receiving $1.45 billion for their respective capital programs. A restructuring of
the Dedicated Highway and Bridge Trust Fund (DHBTF) bonds in 2005 provided additional
capacity during the plan period for DOT capital projects in the DHBTF.

Significant portions of the State’s transportation capital programs are supported by
Federal aid, authorized in accordance with multi-year Federal transportation acts. The most
recently authorized Act, the Safe, Accountable, Flexible, Efficient Transportation Equity
Act: A Legacy for Users (SAFETEA-LU), for Federal fiscal years 2004-2009 is currently
expected to provide $1.7 billion annually in resources for DOT’s highway and bridge capital
program.

When the five-year State transportation plan was formulated in 2005, the Federal
transportation act was still pending and a placeholder was used to estimate Federal aid
available to the State. Now that Congress has passed SAFETEA-LU, the Department of
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Transportation estimates that more than $1.457 billion in additional Federal funding through
2009-10 will be available from higher than expected obligation authority and through the use
of Federal advance construction management. Of this amount, $180 million are for
adjustments to the 2005-06 and 2006-07 years of the capital program for local highway and
bridge obligations, and for the Department's Maintenance First initiative to increase
resources and activities devoted to preventative maintenance. Another $1.277 billion are
new Federal resources for 2007-08 through 2009-10.

The Executive Budget increases investment levels for 2007-08 through 2009-10, drawing
on $647 million of these new resources to fund local highway and bridge projects to meet the
needs identified by metropolitan planning organizations; fund the Department's Maintenance
First initiative to enhance maintenance activities and to extend the lifecycle of existing assets
and to avert system deterioration; increase funding for State system highway and bridge
investment to address the impact of construction inflation on the program; and to address
emerging needs and unfunded mandates. The new resources will also be used to fund
previously planned DHBTF expenses. Additional resources will still be required to fully
fund the capital and operating budgets of DOT and the MTA in the final two years of the
2005-06 through 2009-10 State transportation plan.

DEPARTMENT OF TRANSPORTATION

The Department of Transportation (DOT) is primarily responsible for maintaining and
rehabilitating the State’s system of highways and bridges, which includes over 40,000 State
highway lane miles and over 7,500 bridges. Private contractors perform all major
construction and repair work, while DOT provides seasonal maintenance and repair. The
Department also oversees and funds programs that help defray local capital expenses
associated with road and bridge projects, including the Consolidated Highway Improvement
Program (CHIPs) and the Marchiselli Program.

The 2005-06 Budget instituted a five-year transportation plan for the State fiscal years
2005-06 through 2009-10 period. The capital program plan presented here is a rolling plan
that includes the last three years of the 2005-06 through 2009-10 transportation plan and a
projection for State fiscal years 2010-11 and 2011-12. Major components of this capital
program plan include $10.98 billion for highway and bridge construction and preventive
maintenance contracts, $4.16 billion for engineering, project inspection and program
management, $1.88 billion for local capital programs, and almost $1.28 billion for DOT
preventive maintenance activities. Additional funding is also provided for other
transportation modes including non-MTA transit systems, aviation facilities and rail
initiatives.

The Budget also includes an initiative to provide a workforce increase of 108 positions to
enhance DOT’s in-house engineering capabilities for design, construction inspection and
related activities that support the capital program. As part of this initiative, the Department
will pursue opportunities to hire State engineers while prudently managing engineering
resources to ensure delivery of their multi-year capital program. An additional engineering
workforce increase of 203 positions is also included to support delivery of the enhanced
capital program.
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Preventive maintenance continues to be a key component of the DOT’s activities. Since
preventive activities extend the life of a road or bridge, they are cost-effective alternatives to
major reconstruction. For highways, the goal of keeping water and other materials away
from the base of the highway is accomplished through activities such as crack sealing,
pothole repair, joint repair and drainage repair. Painting, washing, joint repair and
maintaining drainage are key elements to extending the life of State bridges. In addition to
$1.05 billion in maintenance contracts, $1.28 billion will be available for preventive
maintenance activities over the next five years. This includes $150 million for the
Department's Maintenance First initiative funded through additional Federal resources.
These additional Federal resources will assist DOT in addressing critical needs such as
increased pavement repair, guiderail enhancement, signal maintenance, drainage
improvement and bridge maintenance.

During the plan period, over $1.79 billion will be available from the DHBTF for snow
and ice control activities. This includes $44.8 million to support DOT operating and
maintenance costs associated with the Department’s takeover of responsibility for Interstate
84, including almost $11.6 million in 2007-08. In October 2006, the Thruway Authority
Board voted to exercise their option under a prior agreement to provide DOT with one year
notice of their intent to transfer operating responsibility for [-84 back to DOT.

The Department’s maintenance activities are supported by 313 sites around the State
which encompass over 700 building types, including 60 maintenance headquarters, 125
maintenance sub-headquarters, 236 salt storage areas, 34 bridge crew facilities, 2 special
crew facilities and 70 other storage and reload sites. The average age of the infrastructure is
over 30 years. The total size of the infrastructure is approximately four million gross square
feet.

The Department’s maintenance facilities plan consists of an annual review of its overall
needs and a prioritization of its projects. The program goal is to upgrade and repair its
infrastructure based on evaluation of the condition, proposed use and corresponding health,
safety and environmental concerns.

Financing the New Plan

The 2007 five-year capital program plan for DOT and the operating expenses of the
departments of Transportation and Motor Vehicles will be financed with approximately
$10.4 billion of State revenues during the next five years. Federal aid will support a
significant portion of the plan.

It is currently estimated that almost $280 million in additional resources will need to be
identified through 2009-10 to support planned capital program levels in the last two years of
the 2005-09 DOT capital plan.

As a placeholder for a successor plan, program levels are assumed to be relatively flat
after 2009-10. It is likely that significant new resources will need to be identified before
2010-11 to support program commitments in a successor five-year plan due to a combination
of factors, including: growth in debt service attributable to a 2005 debt restructuring;
projected nominal growth in transportation-related revenues; and the non-recurring 2005
transportation bond act.
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DEPARTMENT OF MOTOR VEHICLES

The Department of Motor Vehicles issues drivers’ licenses and vehicle registrations,
promotes highway safety, and collects revenues used for transportation purposes, including
capital projects. The five-year plan recommends funding over $1 billion of the Department’s
transportation-related cash expenses from the Dedicated Highway and Bridge Trust Fund.

CANALS

The New York State Canal Corporation maintains, operates, develops and makes capital
improvements to the 524-mile navigable waterway that includes 57 locks, numerous dams,
reservoirs and water control structures. Canal revenues are deposited into the Canal System
Development Fund and, in accordance with the State Constitution, are used exclusively for
the canals. Maintenance on the canals is conducted on an ongoing basis to ensure that canal
facilities operate properly and that public safety is maintained.

The Rebuild and Renew New York Transportation Bond Act of 2005 provides $50
million from 2005-06 through 2009-10 to advance additional capital projects. These funds
are appropriated through the Department of Transportation budget. The majority of Canal
Corporation funding is provided by the Thruway Authority.
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PARKS AND ENVIRONMENT

The Department of Environmental Conservation (DEC) and the Office of Parks,
Recreation and Historic Preservation (OPRHP) are the agencies responsible for preserving
and protecting the State’s extensive environmental, historic and cultural resources, as well as
providing recreational opportunities for its citizens. Each agency is responsible for the
development and maintenance of a wide array of capital facilities. This category also
includes recommended capital projects funding for the Environmental Facilities Corporation
(EFC) and the Hudson River Park Trust.

A major focus of DEC over the next five years will be the continued clean up of
environmental hazards under the State Superfund and Brownfields program. Additionally,
DEC, OPRHP and other agencies will continue to implement the Environmental Protection
Fund.

DEPARTMENT OF ENVIRONMENTAL CONSERVATION

DEC is charged with protecting the State's natural resources. Department responsibilities
include cleaning up solid and hazardous waste disposal sites, enforcing air and water quality
standards, maintaining hundreds of flood and coastal erosion projects and stewardship of
over four million acres of State land. The Department also provides safe opportunities for
outdoor recreation, including hunting, fishing, camping, hiking and other activities. DEC
manages hundreds of facilities including dams, boat launch sites, campgrounds, fish
hatcheries, wildlife management areas and a ski area.

The DEC capital program enhances and maintains the infrastructure necessary to provide
a safe environment. An estimated $572 million in capital disbursements will support these
activities in 2007-08. The DEC capital plan directs resources to projects to ensure
compliance with health and safety requirements and State and Federal environmental
mandates. In 2007-08, new Capital Projects Fund appropriations of $91 million are
recommended to address these needs, and to maintain and upgrade campgrounds,
environmental centers and camps, fish hatcheries and other Department-owned buildings and
facilities, maintain flood control structures, and fund shore protection projects for
communities threatened by coastal erosion. Recommendations also include $10 million for
the remediation of Onondaga Lake.

A key element of the DEC capital program is the Environmental Protection Fund (EPF),
a dedicated fund supported by revenues from the Real Estate Transfer Tax and other sources.
The Executive Budget includes new appropriations of $250 million for 2007-08 to fund a
host of critical environmental and recreational activities including: municipal waste
reduction and recycling; waterfront revitalization projects; non-point source water pollution
control; farmland preservation; open space land acquisition; Hudson River Estuary
Management and municipal parks projects; and stewardship projects on State-owned parks
and lands.

The Executive Budget contains a proposal to expand the Bottle Bill to all non-carbonated
beverages and redirect all unclaimed deposits to the State to support spending in the
Environmental Protection Fund (EPF). These modifications will provide approximately an
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additional $25 million in additional receipts to the EPF in SFY 2007-08, which will be used
for critical environmental projects such as land stewardship, farmland protection
and enhanced recycling and pollution prevention efforts. These unclaimed deposits are
expected to total $100 million annually. Additional EPF appropriations of $1.3 billion
through 2011-12 will continue funding for these important activities.

The Department's capital plan also reflects the State Superfund and Brownfields program
enacted in 2003. Appropriations provide for $120 million in annual support to be bond-
financed for the remediation of hazardous waste and hazardous substances and for off-site
contamination at Brownfield Cleanup program sites. The debt service on these bonds will be
supported equally by the State and industry. In addition, $15 million in General Fund
support is provided for technical assistance grants, Brownfield Opportunity Area grants,
State implementation of the Brownfield Cleanup program, and non-bondable costs of the
State Superfund and Brownfield Cleanup programs. These programs, which succeed the
fully committed $1.1 billion 1986 Environmental Quality Bond Act, will maintain the most
stringent environmental and public health standards in the nation, while spurring
redevelopment of contaminated sites.

The 2007-08 Executive Budget recommends new disbursements totaling $75 million
from the 1996 Clean Water/Clean Air (CW/CA) Bond Act for projects to be administered by
DEC. The CW/CA Bond Act funds such important activities as: water quality improvement
projects, landfill closure and recycling projects, Brownfields projects, safe drinking water
projects and air quality improvement projects. The total authorization of $1.75 billion has
been made available from the Bond Act.

In 2007-08, the level of contract commitments projected in the Department’s capital plan
is $522.2 million. This is an $11.4 million increase over levels in the 2006-07 capital plan.
Future year commitments are also consistent with appropriation levels recommended over
the next five years.

The DEC capital maintenance plan will focus on preservation and preventive
maintenance of its various lands, facilities and other structures. The Department manages a
vast array of assets that vary in age, condition, and useful life, including: approximately 4.4
million acres of land, over 300 boat launching and fishing access sites, 102 flood control
structures, 52 campgrounds, 12 fish hatcheries, one game farm, four environmental
education camps, five environmental education centers, one tree nursery, and the Belleayre
Mountain ski center. The Department has recently developed a maintenance information
management system to facilitate planning and preventive maintenance for these extensive
resources.

ENVIRONMENTAL FACILITIES CORPORATION

The Environmental Facilities Corporation (EFC) is charged with helping local
governments, State agencies and private industry comply with State and Federal
environmental laws. EFC’s responsibilities include administering the Clean Water
(CWSRF) and Drinking Water (DWSRF) State Revolving Funds; assisting New York
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businesses finance environmental projects through the Industrial Finance Program; and
helping municipalities, State agencies and businesses comply with environmental laws and
regulations through the Technical Advisory Services program, the Financial Assistance to
Business program and the Pipeline for Jobs program.

EFC, in conjunction with the Department of Environmental Conservation (DEC),
administers low-interest financings to recipients for water pollution control facilities via the
CWSREF. As of June 30, 2006, the CWSRF has made 1,468 financings for approximately
$12 billion to 466 recipients across the State since the program was initiated in 1990.

DWSREF is a program administered by EFC, in conjunction with the Department of
Health (DOH), that provides low-interest financings, including grants, to publicly and
privately owned community water systems, and to nonprofit, non-community water systems
for the construction of eligible safe drinking water projects. From its initiation in 1996
through June 30, 2006, the DWSRF has made 440 financings, 67 State Assistance Payments
and 87 Federal Assistance Payments, worth approximately $1.7 billion, to 305 recipients
across the State.

In addition to appropriations to finance costs related to the administration of the 1996
Clean Water Clean Air Bond Act, the EFC Capital Program includes the reappropriation of
$11.3 million for the Pipeline for Jobs program. This program was created to provide
recipients with financial assistance for the planning, design and construction of eligible
projects that are intended to create, improve or extend water supply facilities for economic
development.

HUDSON RIVER PARK TRUST

The Hudson River Park Trust (the Trust) is responsible for designing, developing,
constructing, and maintaining the 550-acre Hudson River Park in New York City, which will
extend five miles along the Hudson River waterfront from Battery Park City to 59th Street.
During 2007-08, the Trust will continue to refine the framework and scope of the Hudson
River Park, develop detailed cost estimates, explore alternative sources of funding, and
continue to oversee project design and construction.

The 2007-08 Executive Budget recommends $5 million in new appropriations for the
Trust from the Environmental Protection Fund for costs associated with the planning, design,
and construction of Park projects.

OFFICE OF PARKS, RECREATION AND HISTORIC PRESERVATION

OPRHP operates 176 State parks and 35 historic sites that provide a place for visitors to
relax and learn about New York’s natural, historic, and recreational treasures. Nearly 60
million people visit the State parks each year.

The State’s park system is one of the oldest and best developed in the nation, featuring
28 golf courses, 76 developed beaches, 53 water recreation facilities, and more than 5,000
buildings. Since more than 50 percent of facilities at State parks are at least 50 years old, a
primary component of the capital program is devoted to maintenance and rehabilitation.

66



CAPITAL AND DEBT PLAN

For 2007-08, the capital plan supports $31.5 million in disbursements from various
sources. For new appropriations, $34.2 million is recommended for capital projects from the
State Park Infrastructure Fund (SPIF), a dedicated fund consisting of revenues generated
from day use and camping fees at the parks, as well as other miscellaneous revenues.
Support is also provided for OPRHP’s capital program from fiduciary funds and Federal
resources. In addition, funding will be available from the Environmental Protection Fund
and the 1996 Clean Water/Clean Air Bond Act to improve park facilities and protect the
fragile natural resources at State parks. These funds are included in the DEC capital budget.

The OPHRP Five-Year Capital Plan reflects the priority needs of the various parks and
historic sites. A total of $157.5 million, mainly from SPIF, is planned to be spent on projects
to improve health and safety and preserve facilities, and includes actions to:

e Maintain and restore historic sites;

Rehabilitate park utility, sanitary and water systems;

Improve selected roads and bridges;

Upgrade public comfort stations and campground wash houses;
Maintain and improve park buildings, cabins and pool facilities; and
Develop newly acquired park lands.

The OPHRP capital maintenance plan for 2007-08 concentrates investments in
preservation and protection of its many facilities. Physical assets consist of approximately
5,000 buildings which vary in age, condition, and useful life including: historic buildings,
offices, cabins, comfort stations, maintenance/storage buildings, restaurants, visitor/nature
centers, pump houses, and toll booths. Maintenance efforts in 2007-08 will focus on site
restoration, roof repair and exterior construction projects.

The level of contract commitments projected in the OPRHP capital plan is $34.6 million

in 2007-08. Future year commitments reflect projected activity from both new
appropriations and prior year appropriations.
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ECONOMIC DEVELOPMENT AND GOVERNMENT OVERSIGHT

Economic Development and Government Oversight spending of slightly over $5.7
billion is projected to average $1.1 billion annually over the five-year Plan and support:
economic development projects; housing programs administered by the Division of Housing
and Community Renewal (DHCR); the disposal of nuclear waste at the Western New York
Nuclear Service Center at West Valley; and the preservation and improvement of State
Fairground Buildings.

The five-year Plan includes support for new and existing programs that will encourage
economic development and investment in high-technology projects, including:

e $66 million to support long-term investments in stem cell, life sciences, and other
emerging industries, which will be administered by the newly created New York
Stem Cell and Innovation Fund Corporation;

e $300 million in new funding for high technology projects to support an international
computer chip research and development center;

e $300 million in new funding for attracting and retaining business activity in New
York State;

e Over $50 million to support capital improvements at Governor's Island and
Roosevelt Island in New York City, as well as redevelopment initiatives at the
Harriman Research and Technology Park and in Niagara Falls; and

e Over $2.2 billion for continued support of specific economic development, cultural
facilities, university development, environmental, and energy projects administered
by the Empire State Development Corporation (ESDC) and Dormitory Authority of
New York (DAS