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Exhibit C

CERTAIN FACTORS AFFECTING THE STATE AND
GENERAL STATE ECONOMIC BACKGROUND

The sources of payment for the Bonds and the price and marketability thereof may be affected
by financial or other difficulties experienced by the State and certain of its municipalities and public

authorities.

In addition, the sources of payment for the Bonds and the price and marketability thereof are
dependent upon the ability and willingness of the State Legislature to continue making
appropriations in the amounts required for the Annual Payments.

Certain Factors Affecting the State

The factors affecting the State’s financial condition are complex, and the following description
constitutes only a brief summary. The following information was furnished by the State or obtained
by the State from sources it believes to be reliable and was prepared by the Division of the Budget
of the State (the “Division of the Budget”). The information on The City of New York (the “City”) is
based largely on information presented in the City’s four-year financial plans and the most recent
Official Statement prepared by the City in connection with the issuance of its securities. The
quotations, summaries and explanations of statutes, judicial decisions and administrative regulations
in this Exhibit C do not purport to be complete and are qualified by reference to the complete text of
such documents.

The Division of the Budget believes that the estimates and projections referred to below, and
the assumptions on which they are based, are reasonable. However, if the assumptions prove to be
inaccurate, the estimates and projections could be adversely affected and require revision. Projections
and estimates of receipts from taxes have been subject {0 variance in recent fiscal years. The personal
income tax, the sales tax and the corporation franchise tax have been particularly subiect to
overestimation as a result of several factors, most recently, a significant slowdown in the national
and regional economies and uncertainties in taxpayer behavior as a result of actual and proposed
changes in Federal tax laws. In addition, the first quarterly revision to the State Financial Plan for
the 1992-93 fiscal vear, issued on July 30, 1992 (the “Revised 1992-93 State Financial Plan’’), which is
based on the 1992-93 enacted budget contains reductions in expenditures substantially greater than
those in most previous fiscal years, and the State’s ability to achieve a balanced budget could depend
on its ability to fully implement those or other expenditure reductions. As a resuit of the foregoing
uncertainties and other factors, actual results could differ materiaily. and adversely from the
projections set forth below and those projections could be changed materially and adversely from
time to time.

Recent Developmenis

Slowdown of Regionael EFconomy

A national recession commenced in mid-1990. The downturn continued throughout the remainder
of the State’s 1990-91 fiscal year, and was followed by a period of weak economic growth during the
1991 calendar year.After a period of modest growth in the national economy in the first quarter of
calendar 1992, the Division of the Budget projects slower growth thereafter in the 1992 calendar year.
The recession has been more severe in the State, owing to a significant retrenchment in the financial
services industry, cutbacks in defense spending, and an overbuilt real estate market. The forecast
made by the Division of the Budget for the overall rate of growth of the national eeonemy during
calendar 1992 is similar to, but somewhat lower than, the “consensus” of a widely followed survey
of forecasters.
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13 State Financial Plan is based on an economic projection that the State will
+ the nation as a whole. Although real gross domestic product resumed very
. during the 1991 calendar year, the Division of the Budget expects that the
. show declines, as measured by employment, continuing until after the close of
48 fiscal year.

, uncertainties exist in forecasts of both the nationai and State economies, including

aer attitudes toward spending, Federal financial and monetary policies, the availability of

4t, and the state of the world economy, which could have an adverse effect on the State. There

.an be no assurance that the State economy will ot experience worse-than-predicted results in the

1992-93 fiscal year with corresponding material and adverse effects on the State’s projections of
receipts and disbursements.

1992-93 Fiscal Year

The recommended 1992-93 Executive Budget released by the Governor on January 21, 1992
contained projections for the 1992-93 State fiscal year that began April 1, 1992, The Governor
indicated that, for the 1992-93 fiscal year, the State faced a $4.269 billion budget gap as determined
by the baseline projection methodology. This reflects estimates of revenue based on the economic
outlook and the tax structure under current law, as compared to projected spending based on such
factors as existing spending patterns, increased spending due to State and Federal mandates, debt
and capital spending commitments and inflationary pressures., When this baseline imbalance was
combined with the $531 million needed in the 1992-93 fiscal year to repay the $531 million in tax and
revenue anticipation notes (“TRANs”) issued to finance the 1991-92 General Fund cash basis
operating deficit, the total gap in the 1992-93 fiscal year was projected to be $4.8 billion. The
recommended 1992-93 Executive Budget reflected efforts to achieve budgetary balance by reducing
program costs by $3.5 billion and increasing revenues by $1.3 billion from levels previously
anticipated using the baseline projection methodology. Among the major actions proposed were $1.16
billion in Medicaid and social service program cost reductions or revenues; $1.0 billion in redueed
State agency operations; $715 million in reduced grants to local governments; and $352 million in
reduced support for capital programs. The major revenue action recommended for the 1992-93 fiscal
year was the deferral of personal income ($730 million) and corporation (3270 million) tax reductions
that were scheduled to occur during the 1992.93 fiscal year.

The 1992-93 State budget, as enacted by the Legislature on April 2, 1992, increased new revenues
by an additional $35 million, increased Medicaid and social service program cost reductions or
revenues by a net of $38 million, and increased school aid and other education programs by $218
million, but reduced spending for State operations, fringe benefits and debt service.

1991-92 Fiscal Year

The 1991-92 fiscal year was the fourth consecutive year in which the State incurred a cash-basis
operating deficit in the (General Fund and issued deficit notes. During the 199192 fiscal year,
estimates and projections of the State's operating results were revised on several oceasions to reflect
changing economic and financial conditions, and those revisions were reflected in quarterly updates
to the State’s Financial Plan for the 1991-92 fiscal year initially formulated on June 10, 1991 (the
“1991-92 State Financial Plan”). For the 1991-92 fiscal year, the State incurred a cash-basis operating
deficit in the General Fund of $575 million, which, after a $44 million withdrawal from the Tax
Stabilization Reserve Fund, was financed through the public issuance of $5631 million of TRANs on
March 30, 1992 (the “1992 Deficit Notes™).
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