Chapter 62 of 2003
PART D3
Section 1. The tobacco settlenent financing corporation act is enacted
to read as follows:
Tobacco Settl enment Financing Corporation Act
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Section 1. Short title. This act shall be known and may be cited as
the "tobacco settlenent financing corporation act".

8§ 2. The tobacco settlenent financing corporation. There is hereby
created and established a subsidiary of the authority to be known as the
"tobacco settlenment financing corporation” as a public benefit
corporation, separate and apart fromthe state. The directors of the
authority shall serve as the nmenbers of the corporation and shal
receive no additional salary or other conpensation, either direct or
indirect, for serving as nenbers of the corporation, other than
rei mbursenent for actual and necessary expenses incurred in the
performance of such person's duties. Any one or nore nenbers of the



board may participate in a neeting of such board by nmeans of a
conference tel ephone or simlar conmunications equi pnent allow ng al
persons participating in the neeting to hear each other at the sane
time. Participation by such neans shall constitute presence in person at
a neeting. The corporation nay del egate to one or nore of its nenbers,
or officers, agents and enpl oyees, such powers and duties as the nenbers
may deem proper. Except as otherw se expressly provided by this act,
actions by the corporation and the nenbers of its board, and exercise of
the corporation's powers, shall be taken in the sane manner and subj ect
to the sanme requirenents, as are set forth or inposed under chapter 902
of the laws of 1972, as anended, for such actions and perfornance by the
authority and its directors. Notw thstandi ng the existence of comon
managenent, the corporation shall be treated as a separate |l egal entity
wWith its separate corporate purpose as set forth in section six of this
act; and, accordingly, the assets, liabilities and funds of the
corporation shall be neither consolidated nor comm ngled with those of
the authority. The corporation and its corporate existence shal

continue until six nonths after all its liabilities have been net or

ot herwi se di scharged. Upon the term nation of the existence of the
corporation, all of its rights and property shall pass to and be vested
in the state.

8§ 3. Definitions. 1. "Ancillary bond facility" means any interest rate
exchange or simlar agreenent or any bond insurance policy, letter of
credit or other credit enhancenent facility, liquidity facility,
guar ant eed i nvestnment or reinvestnment agreenent, or other simlar
agreenent, arrangenent or contract.

2. "Authority"” means the state of New York munici pal bond bank agency
established in section 2433 of the public authorities | aw

3. "Benefited party" neans any person, firmor corporation that enters
into an ancillary bond facility with the corporation according to the

provi sions of this act.

4. "Board" neans the nenbers of the corporation.



5. "Bonds" means any bonds, notes, certificates of participation and
ot her evi dence of indebtedness issued by the corporation pursuant to
section six of this act.

6. "Code" neans the United States |Internal Revenue Code of 1986, as
anended.

7. "Conplenentary | egislation" neans sections 480-b, paragraph (c) of
subdi vision 1 of section 481 and subdivision (a-1) of section 1846 of
the tax | aw

8. "Consent decree" nmeans the consent decree and final judgnment of the
suprene court of the state of New York, county of New York, dated
Decenber 23, 1998, as the sanme has been and nay be corrected, anmended or
nodified, in the action entitled State of New York, et al. v. Philip
Morris Incorporated, et al. (Index No. 400361/97).

9. "Contingent contractual obligation" nmeans a contract under which
the obligation of the state is a contingent contractual obligation as
such termis used in section 67-a of the state finance | aw

10. "Costs of issuance" neans any item of expense directly or
indirectly payabl e or reinbursable by the corporation and related to the
aut hori zation, sale, or issuance of bonds, including, but not limted
to, underwiting fees and fees and expenses of professional consultants
and fiduciaries.

11. "Director of the budget" neans the director of the budget of the
state of New York.

12. "Financing costs" neans all costs of issuance, capitalized
interest, capitalized operating expenses and debt service reserves,
fees, cost of any ancillary bond facility, and any other fees,
di scounts, expenses and costs related to issuing, securing and marketing
t he bonds including, without limtation, any net original issue
di scount.



13. "lInvestnent securities" nmeans, subject to or, as otherw se
provided in, the provisions of any contract with bondhol ders of the
corporation, (i) general obligations of, or obligations guaranteed by,
any state of the United States of America or political subdivision
thereof, or the District of Colunbia or any agency or instrumentality of
any of them receiving one of the three highest |ong-termunsecured debt
rating categories available for such securities of at |east one
i ndependent rating agency, or (ii) certificates of deposit, savings
accounts, tine deposits or other obligations or accounts of banks or
trust conpanies in the state, secured, if the corporation shall so
require, in such manner as the corporation may so deternmine, or (iii)
otherwise, in the discretion of the corporation, obligations in which
the conptroller is authorized to invest, pursuant to either section 98
or 98-a of the state finance |aw.

14. "Interest rate exchange or simlar agreenent” means a witten
contract entered into in connection with the issuance of bonds or with
such bonds outstanding with a counterparty to provide for an exchange or
swap of paynents based upon fixed and/or variable interest rates, and
shall be for exchanges in currency of the United States of America only.

15. "Master settlenent agreenment” nmeans the naster settl enent
agreenent, dated Novenber 23, 1998, anpbng the attorneys general of 46
states, including the state, the District of Colunbia, the Comonwealth
of Puerto Rico, Guam the United States Virgin Islands, Anmerican Sanpa
and the Territory of the Northern Mariana |slands, on the one hand, and
certain tobacco nmanufacturers, on the other hand, and the subject of the
consent decree.

16. "Menber" neans any director of the authority including each person
t hat has been duly appointed to represent such director at neetings of
the authority fromwhich such director nay be absent.

17. "Net proceeds" neans the anmount of proceeds renai ning foll ow ng
each sal e of bonds which are not required by the corporation to pay or
provi de for the financing costs.



18. "Operating expenses" neans the reasonable or necessary operating
expenses of the corporation, including, without limtation,
adm ni strative expenses of the corporation or authority, the cost of
preparation of accounting and other reports, costs of maintenance of the
ratings on the bonds, funding of any operating expense reserve fund, if
any, insurance premuns, costs of any ancillary bond facilities, and
costs of annual neetings or other required activities of the
corporation, and fees and expenses incurred for professional consultants
and fiduciaries.

19. "Qther assets" means assets and/or revenues, constituting a
portion of the state's share, other than the pledged tobacco revenues,
that are purchased pursuant to the sal e agreenent and pl edged by the
corporation for the paynent of bonds or an ancillary bond facility.

20. "Qther participating jurisdictions" neans the fifty-seven (57)
counties of the state and the city of New York, which together with the
state, are entitled to receive settlenent paynents under the consent
decree.

21. "Qutstandi ng", when used with respect to bonds, shall exclude
bonds that shall have been paid in full at maturity, or shall have
ot herwi se been refunded, redeened, defeased or discharged, or that nay
be deenmed not outstandi ng pursuant to agreenments with the hol ders
t her eof .

22. "Participating manufacturer”™ means a tobacco product manufacturer
that is or becones a signatory to the nmaster settlenment agreenent.

23. "Pledged tobacco revenues" neans each such portion of the state's
share constituting tobacco settlenment paynents sold to the corporation
pursuant to section four of this act and pl edged by the corporation for
t he paynent of bonds or an ancillary bond facility.

24. "Qualifying statute" has the meaning given that termin the naster
settl enment agreenent, constituting article 13-G of the public health | aw



of the state.

25. "Residual interests" neans the inconme of the corporation, and bond
proceeds, if any, or reserves not previously paid to the state, that are
in excess of the corporation's requirenents to pay its operating
expenses, debt service, sinking fund or other redenption requirenents,
reserve fund, and any other contractual obligations under any resol ution
or any ancillary bond facility or that may be incurred in connection
with the issuance of the bonds.

26. "Sal e agreenment” neans any agreenent authorized pursuant to this
section in which the state provides for the sale of all or a portion of
the state's share to the corporation

27. "State" nmeans the state of New York.

28. "State representative" neans the governor of the state acting
t hrough the director of the budget.

29. "State's share" neans all tobacco settlenment paynents received by
the state on and after January 1, 2004 and required to be made, pursuant
to the terns of the master settlenent agreenent, by participating
manuf acturers to the state which have not otherw se been allocated to
any other participating jurisdictions pursuant to the terns of the
consent decree, and the state's rights to receive such tobacco
settl ement paynents and ot her assets of the state and ot her paynents
received by the state on and after January 1, 2004 and the state's right
to receive such paynents, under any other agreenment, contract, statute
or other provision available for sale or authorized to be sold, and
determ ned by the state representative to be included in the sale
agr eenent .

30. "Tobacco settlenent financing corporation” or "the corporation”
nmeans the corporation created by section two of this act.

8 4. The sale agreenment. * 1. The state representative, upon the



execution of a sale agreenent on behalf of the state may sell to the
corporation, and the corporation may purchase, for cash or other
consideration and in one or nore installnments, all or a portion of the
state's share. Any such agreenment shall provide, anbng other matters,
that the purchase price payable by the corporation to the state for such
state's share or portion thereof shall consist of the net proceeds of

t he bonds issued to finance such purchase price and the residual
interests, if any. Notw thstanding section 121 of the state finance | aw
or any other law to the contrary, the residual interests shall be
deposited into the Medicaid managenent information system (MM S)
statew de escrow fund within thirty days upon the availability of such
residual interests to fund a portion of the cunul ati ve non-federal share
of expenses related to the state takeover of the |ocal share of Medicaid
growt h pursuant to part F of chapter 56 of the |aws of 2012. Such
deposit shall be in an anount equal to (a) the anmount of residua

i nterests schedul ed for deposit into the MM S statew de escrow fund in

t he applicable year's enacted budget financial plan as updated or (b)
the total amount of residual interests available if the total anmount of
such residual interests is |less than the total anount of residual

i nterests schedul ed for deposit into the MM S statew de escrow fund in

t he applicable year's enacted budget financial plan as updated. At the
di scretion of the state representative, any residual interests which
exceed the anount schedul ed for deposit into the MMS statew de escrow
fund in the applicable year's enacted budget financial plan as updated
may either be deposited into the (i) MMS statew de escrow fund to fund
a portion, as determ ned by the state representative, of the cunulative
non- Federal share of expenses related to the state takeover of the |ocal
share of Medicaid growth, pursuant to part F of chapter 56 of the |aws
of 2012, or (ii) the state general fund; provided, however that any
residual interest derived fromother assets shall be applied as directed
by statute. Notw thstanding any other law to the contrary, the anount
used from such deposit to fund a portion of the cumul ative non-Federal
share of expenses related to the State takeover of the |ocal share of
Medi caid grom h shall be paid w thout appropriation. Any such sal e shal
be pursuant to one or nore sale agreenents which may contain such terns
and condi tions deened necessary by the state representative to carry out
and effectuate the purposes of this section, including covenants binding



the state in favor of the corporation and its assignees, including the
owners of its bonds such as covenants with respect to the enforcenent at
t he expense of the state of the paynent provisions of the nmaster
settl enment agreenent, the diligent enforcenent at the expense of the
state of the qualifying statute, the application and use of the proceeds
of the sale of the state's share to preserve the tax-exenption on the
bonds, the interest on which is intended to be exenpt from federal
i ncone tax, issued to finance the purchase thereof and otherw se as
provided in this act. Notw thstanding the foregoing, neither the state
representative nor the corporation shall be authorized to nmake any
covenant, pledge, prom se or agreenent purporting to bind the state with
respect to pledged tobacco revenues, except as otherw se specifically
aut hori zed by this act.

* NB Effective until March 31, 2027

* 1. The state representative, upon the execution of a sal e agreenent
on behalf of the state nay sell to the corporation, and the corporation
may purchase, for cash or other consideration and in one or nore
installnents, all or a portion of the state's share. Any such agreenent
shal | provide, anong other nmatters, that the purchase price payable by
the corporation to the state for such state's share or portion thereof
shal | consist of the net proceeds of the bonds issued to finance such
purchase price and the residual interests, if any. The residual
i nterests shall be deposited into the tobacco settlenent fund pursuant
to section 92-x of the state finance |aw, unless otherw se directed by
statute; provided, however that any residual interest derived from ot her
assets shall be applied as directed by statute. Any such sale shall be
pursuant to one or nore sale agreenents which nay contain such terns and
conditions deened necessary by the state representative to carry out and
ef fectuate the purposes of this section, including covenants binding the
state in favor of the corporation and its assignees, including the
owners of its bonds such as covenants with respect to the enforcenent at
t he expense of the state of the paynent provisions of the nmaster
settl enment agreenent, the diligent enforcenent at the expense of the
state of the qualifying statute, the application and use of the proceeds
of the sale of the state's share to preserve the tax-exenption on the
bonds, the interest on which is intended to be exenpt from federal
i ncone tax, issued to finance the purchase thereof and otherw se as



provided in this act. Notw thstanding the foregoing, neither the state
representative nor the corporation shall be authorized to nmake any
covenant, pledge, prom se or agreenent purporting to bind the state with
respect to pledged tobacco revenues, except as otherw se specifically
aut hori zed by this act.

* NB Effective March 31, 2027

2. Any sale of all or part of the state's share to the corporation
shall be treated as a true sale and absolute transfer of the property so
transferred and not as a pledge or other security interest for any
borrowi ng. The characterization of such a sale as an absolute transfer
by the participants shall not be negated or adversely affected by the
fact that only a portion of the state's share is transferred, nor by the
acquisition or retention by the state of a residual interest, nor by any
characterization of the corporation or its obligations for purposes of
accounting, taxation or securities regulation, nor by the pledge of any
ot her funds or assets of the corporation to secure bonds, nor by any
ot her factor whatsoever.

3. On and after the effective date of each sale of any portion
(including all) of the state's share, the state shall have no right,
title or interest in or to the portion of the state's share sold, and
the portion of the state's share so sold shall be the property of the
corporation and not of the state, and shall be owned, received, held and
di sbursed by the corporation and not the state treasury. Notw thstandi ng
section 92-x of the state finance |aw, on the effective date of any such
sale with respect to tobacco settlenent paynents, the state through the
attorney general shall notify the independent auditor and the escrow
agent under the nmaster settlenment agreenent that such portion of the
state's share has been sold to the corporation and irrevocably instruct
such i ndependent auditor and escrow agent that, subsequent to such date,
such portion of the state's share is to be paid directly to the
i ndenture trustee for the benefit of the owners of the bonds of the
corporation which are secured by a pledge of such amounts, until such
bonds are no | onger outstanding pursuant to the resolution or rel ated
i ndent ure under which such bonds are issued.



4. The net proceeds of the bonds and any earnings thereon shall never
be pl edged to, nor made avail able for, paynent of the bonds or any
i nterest or redenption price thereon or any other debt or obligation of
the corporation. The net proceeds of the bonds shall be deposited in the
general fund as directed by the state representative as specified in, or
ot herwi se provided for by, the sale agreenent, and shall be used by the
state (either directly or by reinbursenent of the general fund) for any
of the follow ng purposes: (i) for health care purposes in accordance
Wi th section 2807-v of the public health Iaw, including but not limted
to the treatnment of snoking-related illnesses and for snoking cessation
efforts, (ii) for any of its capital purposes or for any of its capital
progranms, (iii) for paynent of debt service on any of its outstanding
bonds or on any state supported bonds, notes or other obligations or in
respect of debt service on any outstandi ng bonds, notes or other
obl i gations of |ocal governnments, school districts or public benefit
corporations for which state aid is applicable or required to be paid or
for which there is a contract subject to state appropriation provided
t hat such bonds, notes or other obligations funded capital projects or
prograns, (iv) for other grants to |ocal governnents, school districts
or public benefit corporations, or (v) to provide a revenue resource for
personal service expenses of the state and general state charges. Wth
respect to any bonds of the corporation, the interest on which is
i ntended to be exenpt fromfederal income tax, the corporation and the
state representative nay provide restrictions on the use of net proceeds
of the bonds and other anmounts in the sale agreenent or otherwise in a
tax regul atory agreenent only as necessary to assure such exenpt status.

5. The director of the budget shall notify in witing the chairs of
the senate finance conmttee and the assenbly ways and neans conmttee
of any plans to sell all or a portion of the state's share of tobacco
settl enment paynents prior to entering any sale agreenent with the
corporation. At the time this notification is given, the chief executive
of ficer of the corporation and the director of the budget shall provide
a report to the chairs of the senate finance conmttee and the assenbly
ways and neans conmttee on a planned bond sale of the corporation and
such report shall include, but not be limted to: (A) the naxi num anount
of bonds expected to be sold by the corporation in connection with a



sal e agreenent; (B) the expected maxi muminterest rate and maturity date
of such bonds; (C the expected anmount of the bonds that will be fixed
and/or variable interest rate; (D) the estinated costs of issuance; (E)
the estinmated | evel or levels of reserve fund or funds, if any; (F) the
esti mated cost of bond insurance, if any; (G the anticipated use or
uses of the proceeds; and (H) the maxi mum expected net proceeds that

will be paid to the state as a result of the issuance of such bonds. Any
such expectations and estimates in the report shall not be deened a
substantive |limtation on the authority of the corporation contained in
this act.

8 5. Powers of the corporation. The corporation also shall have the
power to:

1. sue and be sued;

2. have a seal and alter the sane at pl easure;

3. nake and alter by-laws for its organi zation and internal nanagenent
and make rul es and regul ati ons governing the use of its property and
facilities;

4. make and execute contracts and all other instrunents necessary or
conveni ent for the exercise of its powers and functions under this
section and to comence any action to protect or enforce any right
conferred upon it by any law, contract or other agreenent;

5. appoint officers, agents and enpl oyees, prescribe their duties and
qualifications, fix their conpensation and engage the services of
private consultants and counsel on a contract basis for rendering
prof essi onal and technical assistance and advice provided that the chief
executive officer of the corporation shall be the chief executive
of ficer of the authority and any other officers or enployees, if
appoi nted, shall be those having simlar positions with the authority,
provi ded, however, that no such officer or enployee shall receive any
addi ti onal conpensation as a result of such appointnent;



6. pay its operating expenses and its financing costs;

7. borrow noney in its nane and i ssue negotiabl e bonds and provide for
the rights of the hol ders thereof;

8. procure insurance against any |l oss in connection with its
activities, properties and assets in such anount and from such insurers
as it deens desirable;

9. invest any funds or other noneys under its custody and control in
i nvestment securities or under any ancillary bond facility;

10. as security for the paynent of the principal of and interest on
any bonds issued by it pursuant to this act and any agreenent made in
connection therewith and for its obligations under any ancillary bond
facility, pledge all or any part of its revenues or assets;

11. with the approval of the state representative, enter into, nodify,
anend, replace or renew any ancillary bond facility with any person
under such ternms and conditions as the corporation nay determ ne
including, without limtation, provisions as to default or early
term nation and i ndemification by the corporation or any other party
thereto for | oss of benefits as a result thereof and with respect to
execution of any interest rate exchange or sinml|ar agreenent and prior
t heret o, adopt guidelines and nake the determ nations set forth in
subdi vi si on seven or eight of section six of this act; and

12. do any and all things necessary or convenient to carry out its
pur poses and exerci se the powers expressly given and granted in this
secti on.

8§ 6. Bonds of the corporation. 1. (i) The corporation shall have power
and is hereby authorized fromtine to tinme to issue its bonds in an
aggregate principal anount not exceeding four billion, two hundred
mllion dollars ($4,200,000,000) plus the amount of any financing costs,



to provide sufficient funds for achieving its corporate purpose,
consisting of the purchase of all or a portion of the state's share
pursuant to section four of this act and the paynent or provision for
financing costs. The foregoing limtation shall not apply to bonds

i ssued to refund bonds. Provided, however, that no bonds nay be issued
pursuant to the authority and power granted by this section, except an

i ssue of bonds in an amount not to exceed seven hundred mllion dollars
($700, 000, 000) plus the anpbunt of any applicable financing costs, until
the state conptroller shall determ ne that |egislative passage of the
budget has occurred for the current state fiscal year in accordance with
t he provisions of subdivision 3 of section 5 of the |egislative |aw.
Provi ded, further, no bonds, other than refunding bonds, shall be issued
pursuant to such authority and power on or after July 1, 2004.

(ii) Each issuance of bonds shall be authorized by a resolution of the
corporation, adopted by a majority of the menbers of the board then in
of fice without further authorization or approval, provided, however,
that any such resolution authorizing the issuance of bonds may del egate
to an officer of the corporation the power to i ssue such bonds fromtine
totime and to fix the details of any such issues of bonds by an
appropriate certificate of such authorized officer. Every issue of the
bonds of the corporation shall be special revenue obligations payable
from and secured by a pl edge of pledged tobacco revenues and ot her
assets, including those proceeds of such bonds deposited in a reserve
fund for the benefit of bondhol ders, earnings on funds of the
corporation and such other funds and assets as nay becone avail abl e,
upon such terns and conditions as approved by the state representative
and as specified by the corporation in the resolution under which the
bonds are issued or in a related trust indenture.

(iii) The corporation shall have the power and is hereby authorized
fromtinme to tine to i ssue bonds, whenever it deens refundi ng expedient,
to refund any bonds by the issuance of new bonds, whether the bonds to
be refunded have or have not matured, and to issue bonds partly to
refund bonds then outstanding and partly for any of its other corporate
pur poses. The refundi ng bonds may be exchanged for the bonds to be
refunded or sold and the proceeds applied to the purchase, redenption or
paynment of such bonds.



2. The bonds of the corporation of each issue shall be dated, shal
bear interest (which, under the code, in the opinion of transaction
counsel to the corporation, may be includable in or excludable fromthe
gross incone of the owners for federal incone tax purposes) at such
fixed or variable rates, payable at or prior to maturity, and shal
mature at such tinme or tinmes, as nay be determ ned by the corporation
and may be made redeenabl e before nmaturity, at the option of the
corporation, at such price or prices and under such terns and conditions
as nmay be fixed by the corporation. The principal and interest of such
bonds may be nade payable in any | awful nedium The resolution or the
certificate of the authorized officer shall determne the formof the
bonds, either registered or book-entry form and the nmanner of execution
of the bonds and shall fix the denom nation or denom nations of the
bonds and the place or places of paynent of principal and interest
t hereof, which may be at any bank or trust conpany within or outside the
state. If any officer whose signature or a facsimle thereof appears on
any bonds shall cease to be such officer before the delivery of such
bonds, such signature or facsimle shall nevertheless be valid and
sufficient for all purposes the sane as if he had renained in office
until such delivery. The corporation nmay al so provide for tenporary
bonds and for the replacenent of any bond that shall becone nutil ated or
shal | be destroyed or |ost.

3. The corporation with the approval of the state representative nay
sell such bonds in such manner, either at a public or private sale and
either on a conpetitive or negotiated basis. Provided, however, no such
bonds may be sold by the corporation at private sale unless such sale
and the terns thereof have been approved in witing by the conptroller.
The proceeds of such bonds shall be di sbursed for the purposes for which
such bonds were issued under such restrictions as the sal e agreenent and
the resolution authorizing the issuance of such bonds or the rel ated
trust indenture may provide. Such bonds shall be issued upon approval of
both the state representative and the corporation and without any other
approval s, filings, proceedings or the happening of any other conditions
or things other than the approvals, findings, proceedings, conditions,
and things that are specified and required by this act.



4. Any pl edge nmade by the corporation shall be valid and bi ndi ng at
the tine the pledge is nade. The assets, property, revenues, reserves or
earnings so pledged shall inmediately be subject to the lien of such
pl edge wi t hout any physical delivery thereof or further act and the lien
of any such pledge shall be valid and binding as against all parties
having clains of any kind in tort, contract or otherw se against the
corporation, irrespective of whether such parties have notice thereof.
Not wi t hst andi ng any other provision of lawto the contrary, neither the
bond resol ution nor any indenture or other instrunment by which a pl edge
is created or by which the corporation's interest in pledged assets,
property, revenues, reserves or earnings thereon is assigned need be
filed, perfected or recorded in any public records in order to protect
t he pl edge thereof or perfect the lien thereof as against third parties,
except that a copy thereof shall be filed in the records of the
cor poration.

5. Whether or not the bonds of the corporation are of such form and
character as to be negotiable instrunents under the terns of the uniform
comerci al code, the bonds are hereby nmade negotiable instrunments for
al | purposes, subject only to the provisions of the bonds for
regi stration.

6. At the sole discretion of the corporation, any bonds issued by the
corporation and any ancillary bond facility made under the provisions of
this act may be secured by a resolution or trust indenture by and
bet ween the corporation and the trust indenture trustee, which may be
any trust conpany or bank having the powers of a trust conpany, whether
| ocated within or outside the state. Such trust indenture or resolution
provi ding for the issuance of such bonds may provide for the creation
and mai nt enance of such reserves as the board shall determ ne to be
proper and nmay include covenants setting forth the duties of the
corporation in relation to the bonds, the incone of the corporation, the
rel ated sal e agreenent with respect to the sale of the state's share and
t he pl edged t obacco revenues and ot her assets. Such trust indenture or
resolution nmay contain provisions respecting the custody, safeguarding
and application of all nobneys and securities, may contain such
provi sions for protecting and enforcing the rights and renedi es



(pursuant thereto and to the sale agreenent) of the owners of the bonds
and any other benefitted party as nay be reasonabl e and proper and not
in violation of law and nmay include any or all of the rights, powers and
duties of the trustee appointed by bondhol ders pursuant to section eight
of this act and Iimting or abrogating the right of the bondhol ders to
appoint a trustee under such section. It shall be lawful for any bank or
trust conpany incorporated under the | aws of the state which nay act as
depository of the proceeds of bonds or of any other funds or obligations
recei ved on behal f of the corporation to furnish such i ndemifying bonds
or to pledge such securities as nay be required by the corporation. Any
such trust indenture or resolution may contain such other provisions as
the corporation may deem reasonabl e and proper for priorities and
subordi nati on anong the owners of the bonds and ot her beneficiaries. Any
reference in this act to a resolution of the board shall include any
trust indenture authorized thereby.

7. The corporation may enter into, anend or termnate, as it
determ nes to be necessary or appropriate, any ancillary bond facility
(i) to facilitate the issuance, sale, resale, purchase, repurchase or
paynment of bonds, interest rate savings or market diversification or the
maki ng or performance of swap contracts, including without Iimtation
bond insurance, letters of credit and liquidity facilities, or (ii) to
attenpt to manage or hedge risk or achieve a desirable effective
interest rate or cash flow Such facility shall be nmade upon the terns
and conditions established by the board, including without limtation
provisions as to security, default, term nation, paynent, renedy and
consent to service of process.

8. The corporation may enter into, anend or term nate, any ancillary
bond facility that it determ nes to be necessary or appropriate to place
the obligations or investnments of the corporation, as represented by the
bonds or the investnment of reserved bond proceeds or other pledged
t obacco revenues or other assets, in whole or in part, on the interest
rate, cash flow or other basis approved by the corporation, which
facility may include without limtation contracts conmonly known as
interest rate swap agreenents, forward purchase contracts or guaranteed
i nvestment contracts and futures or contracts providing for paynents



based on | evels of, or changes in, interest rates. These contracts or
arrangenents may be entered into by the corporation in connection wth,
or incidental to, entering into, or nmaintaining any (i) agreenent which
secures bonds of the corporation or (ii) investnent, or contract
providing for investnent of reserves or simlar facility guaranteeing an
i nvestnment rate for a period of years not to exceed the underlying term
of the bonds. The deternmination by the corporation that an ancillary
bond facility or the anendnent or termi nation thereof is necessary or
appropriate as aforesaid shall be conclusive. Any ancillary bond
facility may contain such paynment, security, default, renedy,

term nation provisions and paynents and other terns and conditions as
determ ned by the corporation, after giving due consideration to the
creditworthi ness of the counterparty or other obligated party, including
any rating by any nationally recognized rating agency, and any ot her
criteria as nay be appropriate.

9. Bonds or any ancillary bond facility nay contain a recital that
they are issued or executed, respectively, pursuant to this act, which
recital shall be conclusive evidence of their validity, respectively,
and the regularity of the proceedings relating thereto.

10. The corporation, subject to such agreenents with bondhol ders as
may then exist (including provisions which restrict the power of the
corporation to purchase bonds), or with the providers of any applicable
ancillary bond facility, shall have the power out of any funds avail able
therefor to purchase bonds of the corporation, which may or may not
t hereupon be cancelled, at a price not substantially exceedi ng:

(i) if the bonds are then redeenabl e, the redenption price then
applicable, including any accrued interest; and

(ii) if the bonds are not then redeenable, the redenption price and
accrued interest applicable on the first date after such purchase upon
whi ch the bonds becone subject to redenption.

11. (i) Notwi thstanding the provisions of any general or special |aw
to the contrary, and subject to the making of annual appropriations
therefor by the state, in order to assist in the undertaking and
financi ng by the corporation under this act, the state representative is



authorized to and shall enter into one or nore contingency contracts
with the corporation upon such terns as the corporation and the state
representative shall agree, so as to provide annually to the corporation
the amount, if any, as necessary to neet the debt service requirenents
on one or nore series of bonds, including refunding bonds, in any year
if the receipts from pl edged tobacco revenues or froman ancillary bond
facility, if any, are inadequate and after application of all collateral
pl edged therefor, including any debt service and debt service reserve
fund. Any contingency contract shall term nate when there are no bonds
benefited by the contract outstanding in accordance with the trust

i ndenture under which such bonds are issued. The contract may provide
for (A) the corporation to request annually, not |ater than sixty days
prior to the commencenent of the state's next succeeding fiscal year,
fromthe state the anmount, as shall be certified by an authorized

of ficer of the corporation to the director of the budget, to be provided
by the state during its next succeeding fiscal year pursuant to each
contingency contract, and (B) for the director of the budget on behal f
of the state to include, as a requested appropriation item an anpount
equal to such certified anount. Each contingency contract shall include
text to the effect that the obligations of the state thereunder shall be
deened executory only to the extent of the noneys available to the state
and no liability on account of any such agreenent shall be incurred by
the state beyond the noneys avail abl e and appropriated for the purpose

t her eof .

(ii) The state, through the state representative, is hereby authorized
to enter into a contingency contract on the terns and conditions and
subject to the limtations of this section, it being hereby determ ned
that the additional net proceeds to be received as a result thereof by
the state are an inportant public purpose to be achieved. The obligation
of the state to fund or to pay the anopunts provided for in the
contingency contract, as in this section provided, shall constitute a
contingent contractual obligation and shall not constitute a debt or
state supported debt of the state within the neaning of any
constitutional or statutory provision and shall be deened executory only
to the extent of nobneys available; no liability shall be incurred by the
state beyond the noneys avail abl e for such purpose and such obligation
i s subject to annual appropriation by the |egislature. The anounts paid



to the corporation pursuant to any such contract shall be used by it
solely to pay or provide for the paynent of debt service on the bonds of
t he corporation, including refunding bonds, if any.

12. Neither the nenbers of the corporation nor any other person
executing the bonds or an ancillary bond facility of the corporation
shall be subject to any personal liability or accountability by reason
of the issuance or execution and delivery thereof.

§ 7. State not liable on bonds or any ancillary bond facility. Neither
any bond nor any ancillary bond facility of the corporation shall
constitute a debt or noral obligation of the state or a state supported
obligation within the meaning of any constitutional or statutory
provision or a pledge of the faith and credit of the state or of the
taxi ng power of the state, and the state shall not be |iable to make any
paynments thereon nor shall any bond or any ancillary bond facility be
payabl e out of any funds or assets other than pledged tobacco revenues
and ot her assets, if any, sold to the corporation and other funds and
assets of or available to the corporation pledged therefor, and the
bonds and any ancillary bond facility of the corporation shall contain
on the face thereof or other prom nent place thereon a statenent to the
foregoi ng effect.

8 8. Renedi es of bondholders. 1. Subject to the provisions of section
six of this act, in the event that the corporation shall default in the
paynment of principal of, or interest on, or sinking fund paynment on, any
i ssue of bonds after the sane shall becone due, whether at nmaturity or
upon call for redenption, or in the event that the corporation or the
state shall default in any agreenent made with the hol ders of any issue
of bonds, the holders of twenty-five per centumin aggregate principal
anount of the bonds of such issue then outstanding, by instrunent or
instruments filed in the office of the clerk of the county of Al bany and
proved or acknow edged in the sanme nmanner as a deed to be recorded, may
appoint a trustee to represent the holders of such bonds for the
pur poses herein provided.



2. Such trustee, or any trustee appointed under this act, may, and
upon witten request of the holders of twenty-five per centumin
princi pal anount of such bonds then outstanding shall, in his or its own
name:

(i) by suit, action or proceeding in accordance with the civil
practice |aw and rules, enforce all rights of the bondhol ders, i ncluding
the right to require the corporation to carry out any agreenent with
such holders and to performits duties under this act;

(ii) bring suit upon such bonds;

(iii) by action or suit, require the corporation to account as if it
were the trustee of an express trust for the holders of such bonds;

(iv) by action or suit, enjoin any acts or things which my be
unlawful or in violation of the rights of the holders of such bonds; and
(v) declare all such bonds due and payable, and if all defaults shal
be made good, then, with the consent of the holders of twenty-five per

centum of the principal anount of such bonds then outstandi ng, annu
such declaration and its consequences, provided, however, that nothing
herein shall preclude the corporation from agreeing that consent of the
provi der of an ancillary bond facility is required for an accel eration
of related bonds in the event of a default other than a failure to pay
principal of or interest on the bonds when due.

3. The suprene court shall have jurisdiction of any suit, action or
proceedi ng by the trustee on behalf of such bondhol ders. The venue of
any such suit, action or proceeding shall be laid in the county of
Al bany.

4. Before declaring the principal of bonds due and payable, the
trustee shall first give thirty days notice in witing to the
cor poration.

8§ 9. Tax exenption and tax contract by the state. 1. It is hereby
determ ned that the creation of the corporation and the carrying out of
its corporate purposes are in all respects for the benefit of the people
of the state of New York and are public purposes. Accordingly, the



corporation shall be regarded as perform ng an essential governnental
function in the exercise of the powers conferred upon it by this act.
The property of the corporation, its incone and its operations shall be
exenpt fromtaxation, assessnents, special assessnents and ad val orem

| evies. The corporation shall not be required to pay any fees, taxes,
special ad valorem | evies or assessnents of any kind, whether state or

| ocal, including, but not limted to, fees, taxes, special ad val orem

| evies or assessnents on real property, franchise taxes, sal es taxes or
ot her taxes, upon or with respect to any property owned by it or under
its jurisdiction, control or supervision, or upon the uses thereof, or
upon or with respect to its activities or operations in furtherance of
t he powers conferred upon it by this act, or upon or with respect to any
fares, tolls, rentals, rates, charges, fees, revenues or other incone
recei ved by the corporation.

2. Any bonds issued pursuant to this act, their transfer and the
i ncone therefromshall, at all tines, be exenpt fromtaxation.

3. The state hereby covenants with the purchasers and with al
subsequent hol ders and transferees of bonds issued by the corporation
pursuant to this act, in consideration of the acceptance of and paynent
for the bonds, that the bonds of the corporation issued pursuant to this
act and the incone therefromand all revenues, noneys, and ot her
property pledged to pay or to secure the paynent of such bonds shall at
all times be exenpt fromtaxation.

4. In the case of any bonds of the corporation, interest on which is
i ntended to be exenpt fromfederal income tax, the corporation shal
prescribe restrictions on the use of the proceeds thereof and rel ated
matters only as are necessary to assure such exenption, and the
reci pients of such proceeds shall be bound thereby to the extent such
restrictions shall be nade applicable to them Any such recipient,
i ncluding, but not limted to, the state, a public benefit corporation,
a school district or nunicipality is authorized to execute a tax
regul atory agreenent with the corporation or the state, as the case may
be, and the execution of such an agreenent may be treated by the
corporation or the state as a condition to receiving any such proceeds.



8§ 10. Agreenent with state. 1. The state pledges and agrees with the
corporation, and the owners of the bonds of the corporation in which the
corporation has included such pl edge and agreenent, that the state shal
(i) irrevocably direct, through the attorney general, the independent
audi tor and the escrow agent under the master settlenent agreenent to
transfer all pledged tobacco revenues directly to the corporation or its
assignee, (ii) enforce its right to collect all noneys due fromthe
partici pati ng manufacturers under the master settlenent agreenent and,
in addition, shall diligently enforce the qualifying statute as
contenplated in section IX(d)(2)(B) of the naster settl enent agreenent
agai nst all tobacco product manufacturers selling tobacco products in
the state and that are not in conpliance with the qualifying statute, in
each case in the manner and to the extent deened necessary in the
judgment of the attorney general, provided, however, that the sale
agreenent may provide (a) that the renedies available to the corporation
and the bondhol ders for any breach of the pledges and agreenents of the
state set forth in this clause shall be limted to injunctive relief,
and (b) that the state shall be deenmed to have diligently enforced the
qualifying statute so long as there has been no judicial determ nation
by a court of conpetent jurisdiction in this state, in an action
commenced by a participating tobacco manufacturer under the naster
settlenment agreenent, that the state has failed to diligently enforce
the qualifying statute for the purposes of section |IX(d)(2)(B) of the
master settlenent agreenent, (iii) neither anend the naster settl enent
agreenent nor the consent decree or take any other action in any way

that would materially adversely (a) alter, |limt or inpair the
corporation's right to receive pledged tobacco revenues, or (b) limt or
alter the rights hereby vested in the corporation to fulfill the terns

of its agreenents with such bondowners, or (c) in any way inpair the
rights and renedi es of such bondowners or the security for such bonds
until such bonds, together with the interest thereon and all costs and
expenses in connection with any action or proceedi ngs by or on behal f of
such bondowners, are fully paid and di scharged (provided, that nothing
herein shall be construed to preclude the state's regul ation of snoking
and taxation and regul ation of the sale of cigarettes or the like or to



restrict the right of the state to anmend, nodify, repeal or otherw se
alter statutes inposing or relating to the taxes), and (iv) not anend,
supersede or repeal the qualifying statute and the conpl enentary

| egislation, in any way that would naterially adversely affect the
anount of any paynent to, or materially adversely affect the rights of,
t he corporation or such bondhol ders. The state representative is

aut hori zed and directed to include this pledge and agreenent in the sale
agreenent and aut horizes and directs the corporation, as agent of the
state to include this pledge and agreenent in any contract with the
bondhol ders of the corporation. Notw thstanding these pl edges and
agreenents by the state, the attorney general may in his or her

di scretion enforce any and all provisions of the naster settl enent
agreenent, without limtation.

2. Prior to the date which is one year and one day after the
corporation no |onger has any bonds outstandi ng, the corporation shal
have no authority to file a voluntary petition under chapter 9 of the
federal bankruptcy code or such correspondi ng chapter or sections as
may, fromtinme to tine, be in effect, and neither any public officer nor
any organi zation, entity or other person shall authorize the corporation
to be or becone a debtor under chapter 9 or any successor or
correspondi ng chapter or sections during such period. The state hereby
covenants with the owners of the bonds of the corporation that the state
will not limt or alter the denial of authority under this subdivision
during the period referred to in the preceding sentence. The corporation
is authorized and directed as agent of the state to include this
covenant as an agreenment of the state in any contract with the
bondhol ders of the corporation.

3. To the extent deemed appropriate by the corporation and with the
approval of the state representative, any pledge and agreenent of the
state with respect to the bonds as provided in this section nay be
extended to, and included in, any ancillary bond facility as a pl edge
and agreenent of the state with the corporation and the benefited party.

4. The state acknow edges and agrees that the other participating
jurisdictions have rights and interests in the consent decree. In



recognition of the rights of the other participating jurisdictions
contained in the consent decree, the state pledges that the sale of the
state's share authorized by this act shall in no way include or be
deened to include, and the state shall not otherwise alter, limt, or
inmpair, the rights of the other participating jurisdictions including,
but not limted to, rights to receive paynents, set forth in the consent
decree. Nothing in this act shall be construed to alter the right of
each of the other participating jurisdictions under the consent decree
to receive paynents or to sell or assign sone or all of its interest in
t he manner deened appropriate pursuant to law by its governi ng body.

8§ 11. Bonds as |l egal investnents. The bonds of the corporation are
her eby made securities in which all public officers and bodies of this
state and all nunicipalities and political subdivisions, all insurance
conpani es and associ ati ons and ot her persons carrying on an insurance
busi ness, all banks, bankers, trust conpanies, savings banks and savi ngs
associ ations, including savings and | oan associ ations, buil ding and | oan
associ ations, investment conpani es and ot her persons carrying on a
banki ng busi ness, all adm nistrators, guardi ans, executors, trustees and
ot her fiduciaries, and all other persons whatsoever who are now or nay
hereafter be authorized to invest in bonds or in other obligations of
the state, may properly and legally invest funds, including capital, in
their control or belonging to them The bonds are al so hereby nade
securities which may be deposited with and nay be received by all public
of ficers and bodies of the state and all nunicipalities, political
subdi vi si ons and public corporations for any purpose for which the
deposit of bonds or other obligations of the state is now or may
hereafter be authorized.

§ 12. Actions against the corporation. 1. An action against the
corporation for death, personal injury or property damage or founded on
tort shall not be comenced nore than one year and ninety days after the
cause of action thereof shall have accrued nor unless a notice of claim
shal | have been served on a nenber of the corporation or officer or
enpl oyee t hereof designated by the corporation for such purpose, wthin



the tine limted by, and in conpliance with the requirenents of section
50-e of the general nunicipal |aw

2. The venue of every action, suit or special proceedi ng brought
agai nst the corporation shall be laid in the county of Al bany.

3. Neither any nenber of the corporation nor any officer, enployee, or
agent of the corporation, while acting within the scope of their
authority, shall be subject to any personal liability resulting from
exercising or carrying out of any of the corporation's purposes or
powers.

8§ 13. Assistance to the corporation. The corporation nay use agents,
enpl oyees and facilities of the authority and, with the consent of the
governor, conptroller or attorney general as the case nay be, the
corporation nay use agents, enployees and facilities of the state,
paying to the authority or the affected agency, office or departnent its
agreed proportion of the conpensation or costs.

8 14. Preference for actions or proceedi ngs agai nst the corporation.
Any action or proceeding to which the corporation or the people of the
state may be parties, in which any question arises as to the validity of
this act, shall be preferred over all other civil causes of action or
cases, except election causes of action or cases, in all courts of the
state and shall be heard and deternmined in preference to all other civil
busi ness pendi ng therein, except election causes, irrespective of
position on the cal endar. The sane preference shall be granted upon
application of the corporation or its counsel in any action or
proceedi ng questioning the validity of this act in which the corporation
may be allowed to intervene. The venue of any such action or proceeding
shall be laid in the suprenme court of the county of Al bany.

8§ 15. Construction. This act and all powers granted hereby shall be
liberally construed to effectuate its intent and their purposes, w thout



inplied limtations thereon. This act shall constitute full and conplete
authority for all things herein contenplated to be done. Al rights and
powers herein granted shall be cunulative with those derived from ot her
sources and shall not, except as expressly stated herein, be construed
inlimtation thereof. Insofar as the provisions of this act are

i nconsi stent with the provisions of any other act, general or special,
the provisions of this act shall be controlling.

8§ 16. Severability clause. If any clause, sentence, paragraph, section
or part of this act be adjudged by any court of conpetent jurisdiction
to be invalid, such judgnent shall not affect, inpair or invalidate the
remai nder hereof but shall be applied in its operation to the clause,
sent ence, paragraph, section or part hereof directly involved in the
controversy in which such judgnent shall have been rendered.



