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Cooperative Educational Services of The Sole Supervisory District of St. Lawrence-Lewis Counties (“St. Lawrence-Lewis BOCES”)
pursuant to a Lease and Agreement (the “Agreement”), dated as of May 4, 2007, between St. Lawrence-Lewis BOCES and the Authority
and all funds and accounts (except the Arbitrage Rebate Fund) authorized under the Authority’s Master BOCES Program Lease
Revenue Bond Resolution adopted August 15, 2001, as heretofore amended and supplemented (the “Master Resolution”), and
established by the Authority’s Series Resolution Authorizing Up To $11,000,000 Master BOCES Program Lease Revenue Bonds (St.
Lawrence-Lewis Issue), Series 2007, adopted March 28, 2007 (the “Series 2007 Resolution” and, together with the Master Resolution,
the “Resolutions”).

The Agreement, which is a general obligation of St. Lawrence-Lewis BOCES, requires St. Lawrence-Lewis BOCES to pay amounts sufficient to
pay, or cause to be paid, the principal and Redemption Price of and interest on the Series 2007 Bonds as such payments become due (the “Basic Rent”),
as well as additional rental fees and expenses of the Authority and the Trustee (collectively with the Basic Rent, the "Rentals"). Payment of BOCES
obligations under the Agreement shall be made pursuant to the provisions of the Act (as hereinafter defined) which provides that the Comptroller of
the State of New Y ork shall deduct from any State funds payable to St. Lawrence-Lewis BOCES an amount equal to the amount payable by St. Lawrence-
Lewis BOCES to the Authority under the Agreement for the ensuing school year. To secure its payment of all of the Rentals due under the Agreement,
including the Basic Rent, St. Lawrence-Lewis BOCES will assign and pledge to the Authority a portion of any and all public funds apportioned by the
State of New York (the “State”) to St. Lawrence-Lewis BOCES sufficient to pay such amounts (the “Pledged Revenues™). The Series 2007 Bonds will
be secured by the pledge and assignment to the Trustee of the Basic Rent payments to be paid by St. Lawrence-Lewis BOCES to the Authority under
the Agreement and the Authority’s interest in the Pledged Revenues. The apportionment of State aid is based on a statutory formula. Both the
determination of the amount of State aid and the apportionment of such State aid are legislative acts and the State Legislature may amend or repeal
the statutes relating to State aid and the formulas which determine the amount of State aid payable to St. Lawrence-Lewis BOCES. Such amendments
could result in the increase, decrease or elimination of the amount of State aid available for the payment of debt service on the Series 2007 Bonds.
The financial condition of the State may affect the amount of State aid appropriated by the State Legislature. See “PART 2 - SOURCES OF PAYMENT
AND SECURITY FOR THE SERIES 2007 BONDS."

The scheduled payment of principal of and interest on the Series 2007 Bonds when due will be guaranteed under an insurance policy to be issued
concurrently with the delivery of the Series 2007 Bonds by FINANCIAL SECURITY ASSURANCE INC.

F FSA.

St. Lawrence-Lewis BOCES does not levy and collect taxes. The component school districts of St. Lawrence-Lewis BOCES, however, are required
to levy taxes to pay their allocable share of St. Lawrence-Lewis BOCES’ administrative expenses, including the payment of each component school
district’s proportionate share of the amount due from St. Lawrence-Lewis BOCES to the Authority under the Agreement. See “PART 4 — BOARD
OF COOPERATIVEEDUCATIONAL SERVICES.”

The Series 2007 Bonds will not be a debt of the State of New York nor will the State be liable thereon. The Authority has no taxing
power.

Description: The Series 2007 Bonds will be issued as fully registered bonds in denominations of $5,000 or any integral multiple thereof. Interest
(due February 15,2008 and each August 15 and February 15 thereafter) on the Series 2007 Bonds will be payable by check mailed to the registered owners
thereof and principal will be payable at the corporate trust office of The Bank of New York, New York, New York, Trustee and Paying Agent.

The Series 2007 Bonds will be issued initially under a Book-Entry Only System, registered in the name of Cede & Co., as nominee for The Depository
Trust Company ("DTC"). Individual purchases of beneficial interests in the Series 2007 Bonds will be made in Book-Entry form (without certificates).
So long as DTC or its nominee is the registered owner of the Series 2007 Bonds, payments of the principal and Redemption Price of and interest on
the Series 2007 Bonds will be made directly to DTC or its nominee. Disbursement of such payments to DTC participants is the responsibility of DTC
and disbursement of such payments to the beneficial owners is the responsibility of DTC participants. See "PART 3 — THE SERIES 2007 BONDS —
Book-Entry Only System" herein.

Redemption: The Series 2007 Bonds are subject to redemption prior to maturity as more fully described herein.

Tax Exemption: In the opinion of Bond Counsel, under existing law and assuming compliance with the tax covenants described herein, and the
accuracy of certain representations and certifications made by the Authority and St. Lawrence-Lewis BOCES described herein, interest on the Series
2007 Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986, as amended (the
“Code”). Bond Counsel is also of the opinion that such interest is not treated as a preference item in calculating the alternative minimum tax imposed
under the Code with respect to individuals and corporations. Interest on the Series 2007 Bonds is, however, included in the adjusted current earnings
of certain corporations for purposes of computing the alternative minimum tax imposed on such corporations. Bond Counsel is further of the opinion
that, by virtue of the Act, interest on the Series 2007 Bonds is exempt from personal income taxes of the State of New York and its political subdivisions.
See “PART 11 — TAX MATTERS?” herein regarding certain other tax considerations.

The Series 2007 Bonds are offered when, as and if issued and received by the Underwriter. The offer of the Series 2007 Bonds may be subject to
prior sale or may be withdrawn or modified at any time without notice. The offer is subject to the approval of legality by Nixon Peabody LLP, New
York, New York, Bond Counsel to the Authority, and to certain other conditions. Certain legal matters will be passed upon for the Underwriter by its
counsel Trespasz & Marquardt, LLP, Syracuse, New York and for St. Lawrence-Lewis BOCES by its counsel Orrick, Herrington & Sutcliffe, LLP, New
York, New York. The Authority expects to deliver the Series 2007 Bonds in definitive form in New York, New York, on or about June 14, 2007.

First Albany Capital Inc.
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$6,815,000,000 Serial Bonds

Due Interest Due Interest
August 15  Amount Rate Yield CUSIP() August15 Amount Rate Yield CUSIP)

2008 $295,000 4250%  3.67% 649903MU2 2015 $490,000 4500% 3.95% 649903NB3
2009 390,000 4.000 373 649903MV0 2016 515,000 4.500 399  649903NC1
2010 405,000 4.000 378 649903MW8 2017 535,000 5.000 404  649903ND9
2011 420,000 4.000 3.80 649903MX6 2018 565,000 4.000 4.14 649903NE7
2012 440,000 4.000 3.84 649903MY4 2019 585,000 4.000 423 649903NF4
2013 455,000 4.000 387 649903MZ1 2020 610,000 4.125 430  649903NG2
2014 475,000 4.000 391 649903NAS 2021 635,000 4.250 436  649903NHO

$3,685,000 5.400% Term Bonds Due August 15, 2026 to Yield 4.210%* CUSIP 649903NJ6
*Priced to August 15,2017 par call.

M Copyright 2005, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association. CUSIP data
herein are provided by Standard & Poor’s, CUSIP Service Bureau, a division of The McGraw-Hill Companies, Inc. CUSIP numbers have
been assigned by an independent company not affiliated with the Authority and are included solely for the convenience of the holders
of the Series 2007 Bonds. The Authority is not responsible for the selection or uses of these CUSIP numbers, and no representation is
made as to their correctness on the Series 2007 Bonds or as indicated above. The CUSIP number for a specific maturity is subject to being
changed after the issuance of the Series 2007 Bonds as a result of various subsequent actions including, but not limited to, a refunding in
whole or in part of such maturity or as a result of the procurement of secondary market portfolio insurance or other similar enhancement
by investors that is applicable to all or a portion of certain maturities of the Series 2007 Bonds.



No dealer, broker, salesperson or other person has been authorized by the Authority, St. Lawrence-Lewis BOCES or the Underwriter to give any
information or to make any representations with respect to the Series 2007 Bonds, other than the information and representations contained in this
Official Statement. If given or made, such information or representations must not be relied upon as having been authorized by the Authority, St.
Lawrence-Lewis BOCES or the Underwriter.

This Olfficial Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be a sale of the Series 2007 Bonds
by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.

Certain information in this Official Statement has been supplied by the St. Lawrence-Lewis BOCES and other sources that the Authority believes
are reliable. Neither the Authority nor the Underwriter guarantees the accuracy or completeness of such information, and such information is not to
be construed as a representation of the Authority or of the Underwriter.

St. Lawrence-Lewis BOCES has reviewed the parts of this Official Statement describing St. Lawrence-Lewis BOCES, the Project, the Estimated
Sources and Uses of Funds and Appendix B. St. Lawrence-Lewis BOCES shall certify as of the dates of sale and delivery of the Series 2007 Bonds that
such parts do not contain any untrue statements of a material fact and do not omit any material facts necessary to make the statements made therein,
in the light of the circumstances under which the statements are made, not misleading. St. Lawrence-Lewis BOCES makes no representation as to the
accuracy or completeness of any other information included in this Official Statement.

The New York State Department of Education (the "Department”) has reviewed the parts of this Official Statement relating to BOCES generally
and the Department 's participation in the transaction contemplated herein. The Department shall certify as of the date of delivery of the Series 2007
Bonds that such parts do not contain any untrue statements of a material fact and do not omit any material facts necessary to make the statements
made therein, in the light of the circumstances under which the statements are made, not misleading. The Department makes no representation as
to the accuracy or completeness of any other information included in this Official Statement.

Financial Security Assurance Inc.("FSA" or the "Insurer”) has reviewed the parts of the Official Statement under the captions “PART I —
INTRODUCTION — Bond Insurance”, "PART 2-SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2007 BONDS-Bond Insurance" and
“Appendix F-Specimen Insurance Policies"” herein and the Insurer shall certify as of the date of delivery of the Series 2007 Bonds, that such parts do
not contain any untrue statements of a material fact and do not omit any material facts necessary to make the statements made therein, in the light
of the circumstances under which the statements are made, not misleading. The Insurer makes no representation as to the accuracy or completeness
of any other information included in this Official Statement.

References in this Official Statement to the Act, the Resolutions, the Agreement and the Agreement of Lease do not purport to be complete. Refer
to the Act, the Resolutions, the Agreement and the Agreement of Lease for full and complete details of their provisions. Copies of the Resolutions, the
Agreement and the Agreement of Lease are on file with the Authority and the Trustee.

The order and placement of material in this Official Statement, including its appendices, are not to be deemed a determination of relevance,
materiality or importance and all material in this Official Statement, including its appendices, must be considered in its entirety.

Under no circumstances shall the delivery of this Official Statement, or any sale made after its delivery, create any implication that the affairs
of the Authority or St. Lawrence-Lewis BOCES have remained unchanged after the date of this Official Statement.

IN CONNECTION WITH THE OFFERING OF THE SERIES 2007 BONDS, THE UNDERWRITER MAY OVERALLOT OR EFFECT TRANSACTIONS
THAT STABILIZE OR MAINTAIN THE MARKET PRICES OF THE SERIES 2007 BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, I[F COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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PART 1 - INTRODUCTION

Purpose of the Official Statement

The purpose of this Official Statement, including the cover and the inside cover page and appendices, is to provide
information about the Authority and the St. Lawrence-Lewis BOCES in connection with the offering by the Authority of
$10,500,000 aggregate principal amount of the Master BOCES Program Lease Revenue Bonds (St. Lawrence-Lewis
Issue), Series 2007 (the “Series 2007 Bonds”).

The following is a description of certain information concerning the Series 2007 Bonds, the Authority and the Project
(as hereafter defined). A more complete description of such information and additional information that may affect
decisions to invest in the Series 2007 Bonds is contained throughout this Official Statement, which should be read in its
entirety. Certain terms used in this Official Statement are defined in Appendix A hereto.

Purpose of the Issue

The Series 2007 Bonds are being issued and will be used together with other available moneys to (i) pay Costs of the
Project, and (ii) pay all or a portion of the Costs of Issuance of the Series 2007 Bonds, including the payment of the
premium for the Reserve Fund Facility and payment of the premium for the municipal bond insurance policy. See “PART
7 - ESTIMATED SOURCES AND USES OF FUNDS.”

Authorization of Issuance

The Dormitory Authority Act (the "Act") empowers the Authority, among other things, to issue its bonds for the
purpose of financing the acquisition, construction or improvement of “board of cooperative educational services school
facilities.” The Act further authorizes any board of cooperative educational services in the State (a “BOCES”), when
authorized by its voters, to convey a leasehold interest in property owned by such BOCES to the Authority and to lease
the property back from the Authority for purposes of financing such BOCES’ school facilities. Consistent with the Act,
St. Lawrence-Lewis BOCES will, pursuant to the Agreement of Lease, lease certain property on which the Project is to
be located to the Authority (the "Agreement of Lease" or the "BOCES Lease") and the Authority will in turn sublease
the Project back to St. Lawrence-Lewis BOCES pursuant to the Agreement.

The Series 2007 Bonds will be issued pursuant to the Master Resolution, the Series 2007 Resolution and the Act.
The Master Resolution authorizes the issuance of multiple Series of Bonds for BOCES throughout the State. Each Series
of Bonds is to be separately secured by (i) the funds and accounts, including a debt service reserve fund, but excluding
the Arbitrage Rebate Fund, established pursuant to a Series Resolution, (ii) certain payments to be made under a Lease
and Agreement to be executed by and between the Authority and the BOCES for whose benefit the applicable Series of
Bonds is to be issued and (iii) the pledge and assignment by such BOCES in its Lease and Agreement of a portion of State



aid payable to such BOCES sufficient to pay the amounts due under such Lease and Agreement. Neither the funds and
accounts established under any Series Resolution nor any Lease and Agreement nor the pledge of State aid for one Series
of Bonds shall secure any other Series of Bonds, except that an additional Series of Bonds issued to finance a project for
a BOCES for which Bonds have already been issued may be secured on a subordinate basis to the outstanding Series of
Bonds for such BOCES. While numerous other series of bonds have been issued under the General Resolution, the Series
2007 Bonds will be the first series of bonds issued for the St. Lawrence-Lewis BOCES. See “PART 2 — SOURCES OF
PAYMENT AND SECURITY FOR THE SERIES 2007 BONDS — Issuance of Additional Bonds.”

The Authority

The Authority is a public benefit corporation of the State, created for the purpose of financing and constructing a
variety of public-purpose facilities for certain educational, governmental and not-for-profit institutions and to purchase
and make certain loans in connection with its student loan program. See “PART 8 — THE AUTHORITY.”

St. Lawrence-Lewis BOCES

St. Lawrence-Lewis BOCES was established as a sole supervisory district in 1970, when the final two remaining
supervisory districts merged under the approval of the Commissioner of Education. It provides services to 18 school
districts in St. Lawrence and Lewis counties serving approximately 20,000 students. Many of the services are intended
to enhance local school district educational programs, while others are dedicated to helping schools operate more
efficiently. St. Lawrence-Lewis BOCES programs offer advantages of specialization and economy of scale. Through
cooperative bidding and purchasing services, school business managers take advantage of buying through networks so
they can save both time and money. See “PART 5 — ST. LAWRENCE-LEWIS BOCES.”

The Series 2007 Bonds

The Series 2007 Bonds will be dated and bear interest from their delivery date, payable each August 15 and February
15, commencing February 15, 2008. The Series 2007 Bonds will bear interest at the rates and mature at the times set forth
onthe inside cover page of this Official Statement. See “PART 3 —THE SERIES 2007 BONDS — Description of the Series
2007 Bonds.”

Payment of the Series 2007 Bonds

The Series 2007 Bonds are special obligations of the Authority payable solely from the Basic Rent payments to be
made by St. Lawrence-Lewis BOCES under the Agreement. Pursuant to the Master Resolution, such payments and the
Authority’s right to receive the same have been pledged to the Trustee. See “PART 2—-SOURCES OF PAYMENT AND
SECURITY FOR THE SERIES 2007 BONDS.”

The Act provides that the Comptroller of the State of New York is to deduct from any State funds payable to St.
Lawrence-Lewis BOCES an amount equal to the amount payable by St. Lawrence-Lewis BOCES to the Authority under
the Agreement for the ensuing school year and pay such amount directly to the Trustee. The apportionment of State aid
is based on a statutory formula. Both the determination of the amount of State aid and the apportionment of such State
aid are legislative acts and the State Legislature may amend or repeal the statutes relating to State aid and the formulas
which determine the amount of State aid payable to the BOCES. Such amendments could result in the increase, decrease
or elimination of the amount of State aid available for the payment of debt service on the Series 2007 Bonds. The financial
condition of the State may affect the amount of State aid appropriated by the State Legislature. See “PART 2—-SOURCES
OF PAYMENT AND SECURITY FOR THE SERIES 2007 BONDS—Security for the Series 2007 Bonds.”

St. Lawrence-Lewis BOCES does not have the power to levy and collect taxes. The component school districts of
St. Lawrence-Lewis BOCES, however, are required to levy real property taxes to pay their allocable share of St.
Lawrence-Lewis BOCES expensesrelated to the Project. The Act provides that the amount due from St. Lawrence-Lewis
BOCES to the Authority under the Agreement constitutes either an “administrative expense" or a "capital expense", as
determined by the Commissioner of the State Education Department. See “PART 4 — BOARD OF COOPERATIVE
EDUCATIONAL SERVICES."



Security for the Series 2007 Bonds

The Series 2007 Bonds will be secured by the pledge and assignment to the Trustee of Basic Rent, the proceeds from
the sale of the Series 2007 Bonds (until disbursed as provided by the Master Resolution) and all funds and accounts
authorized by the Master Resolution and established by the Series 2007 Resolution (with the exception of the Arbitrage
Rebate Fund), which include a Debt Service Reserve Fund. The Agreement requires St. Lawrence-Lewis BOCES to pay
Basic Rent to the Authority as well as additional rental fees and expenses of the Authority and the Trustee (together with
Basic Rent the “Rentals™). To secure the payment of the Rentals, St. Lawrence-Lewis BOCES will assign and pledge to
the Authority a portion of any and all public funds apportioned by the State to St. Lawrence-Lewis BOCES in an amount
sufficient to pay such Rentals.

The Series 2007 Bonds will not be a debt of the State nor will the State be liable thereon. The Authority has no taxing
power.

Bond Insurance

Concurrently with the issuance of the Series 2007 Bonds, Financial Security Assurance Inc. (the "Insurer" or "FSA")
will issue its Municipal Bond Insurance Policy (the “Policy”) for the Series 2007 Bonds. The Policy guarantees the
scheduled payment of principal of and interest on the Series 2007 Bonds when due as set forth in the form of the Policy
included in Appendix F. The Insurer will also, concurrently with the issuance of the Series 2007 Bonds, issue its surety
bond (the "Surety Bond") for deposit into the Debt Service Reserve Fund in order to satisfy the Debt Service Reserve Fund
Requirement. See “PART 2-SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2007 BONDS-Bond
Insurance" and the description of the Surety Bond in “PART 2—- SOURCES OF PAYMENT AND SECURITY FOR THE
SERIES 2007 BONDS-Debt Service Reserve Fund” and See “Appendix F — Specimen Insurance Policies.”

The Policy is not covered by any insurance security or guaranty fund established under New York, California,
Connecticut or Florida insurance law.

The Project

The Project consists of repairs, renovations and alterations to the Southwest Tech, Seaway Tech and Northwest Tech
campuses. For a further description of the Project expected to be financed with the proceeds of the Series 2007 Bonds,
see “PART 6 — THE PROJECT.”

PART 2 - SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2007 BONDS

Set forth below is a narrative description of certain contractual and statutory provisions relating to the sources of
payment and security for the Bonds, including the Series 2007 Bonds, issued under the Master Resolution. These
provisions have been summarized and this description does not purport to be complete. Reference should be made to
the Act, the Resolutions, the Agreement and the Agreement of Lease for a more complete description of such provisions.
Copies of the Resolutions, the Agreement and the Agreement of Lease are on file with the Authority and the Trustee. See
also “Appendix C-Summary of Certain Provisions of the Lease and Agreement” and “Appendix D - Summary of Certain
Provisions of the Master Resolution” for a more complete statement of the rights, duties and obligations of the parties
thereto.

Payment of the Series 2007 Bonds

The Series 2007 Bonds are to be special obligations of the Authority. The principal and Redemption Price of and
interest on the Series 2007 Bonds are payable solely from the Revenues. The Revenues consist of the Basic Rent required
to be paid by St. Lawrence-Lewis BOCES under the Agreement on account of the principal and Redemption Price of and
interest on the Series 2007 Bonds and to maintain the Debt Service Reserve Fund at the Debt Service Reserve Fund
Requirement as well as the Pledged Revenues and the Authority's right to receive same. A Reserve Fund Facility in the
form of the Insurer's Surety Bond is to be deposited in the Debt Service Reserve Fund to meet the Debt Service Reserve
Fund Requirement. See "Appendix A - Revenues." The Revenues and the right to receive them have been pledged to the
Trustee.



St. Lawrence-Lewis BOCES is to assign and pledge to the Authority a portion of any and all public funds payable
by the State to St. Lawrence-Lewis BOCES in an amount sufficient to pay all Rentals due under the Agreement. State aid
isnormally paid to St. Lawrence-Lewis BOCES by the State on or about February 1, June 1 and September 1 of each year
(but such schedule may be changed by the State in its discretion). The Act provides that the Comptroller of the State of
New York (the "State Comptroller") is to deduct from any State funds to become due to St. Lawrence-Lewis BOCES an
amount equal to the amount payable by St. Lawrence-Lewis BOCES to the Authority under the Agreement for the ensuing
school year. It is expected that the September 1 payment of State aid to St. Lawrence-Lewis BOCES will be sufficient
to pay the Basic Rent due on such date (i.e., an amount sufficient to pay principal of and interest on the Series 2007 Bonds
on the succeeding February 15 and August 15). To the extent that payments from the State Comptroller to the Trustee
pursuant to the Resolution and the Memorandum of Understanding are less than the Basic Rent due on September 1, St.
Lawrence-Lewis BOCES would be required to make such payment (with amounts paid later by the State or with other
monies of St. Lawrence-Lewis BOCES) by January 15 (with respect to the February 15 debt service payment) and July
15 (with respect to the August 15 debt service payment).

The Basic Rent payable in connection with the Series 2007 Bonds is to be paid to the Trustee on September 1 of each
year commencing on September 1, 2007 in accordance with the provisions of the Act and the terms of the Memorandum
of Understanding. Basic Rent is equal to the interest and principal coming due on the next succeeding February 15 and
August 15. In addition, the installment due on September first of any year includes the amount, if any, required to restore
the Debt Service Reserve Fund to the Debt Service Reserve Fund Requirement.

Direct Payment by State Comptroller

The Actrequires the Authority to certify annually to the Commissioner of Education (the "Commissioner") the total
amount payable to it in each year by St. Lawrence-Lewis BOCES. The Commissioner is then required by law to certify
to the State Comptroller the amount of State aid payable to St. Lawrence-Lewis BOCES and the amount to be paid by
St. Lawrence-Lewis BOCES to the Authority for the ensuing school year. The State Comptroller is thereafter required
by law to deduct the amount so certified as payable to the Authority from any State aid to become due to St. Lawrence-
Lewis BOCES and pay it to or upon the order of the Authority.

The State is not legally obligated to appropriate any moneys for the purpose of providing State aid or assistance to
St. Lawrence-Lewis BOCES or any other BOCES. The apportionment of State aid is based on a statutory formula. Both
the determination of the amount of State aid and the apportionment of such State aid are legislative acts and the State
Legislature may amend or repeal the statutes relating to State aid and the formulas which determine the amount of State
aid payable to the BOCES. Such amendments could result in the increase, decrease or elimination of the amount of State
aid available for the payment of debt service on the Series 2007 Bonds. The financial condition of the State may affect
the amount of State aid appropriated by the State Legislature.

St. Lawrence-Lewis BOCES does not have the power to levy and collect taxes. The component school districts of
St. Lawrence-Lewis BOCES, however, are required to levy taxes to pay their allocable share of St. Lawrence-Lewis
BOCES administrative expenses, including the payment of each component school district’s proportionate share of the
amount due from St. Lawrence-Lewis BOCES to the Authority under the Agreement. See “PART 4 — BOARD OF
COOPERATIVE EDUCATIONAL SERVICES.”

The Series 2007 Bonds will not be a debt of the State nor will the State be liable thereon. The Authority has no taxing
power.

Security for the Series 2007 Bonds

The Series 2007 Bonds will be secured by the pledge and assignment to the Trustee of Basic Rent, the proceeds from
the sale of the Series 2007 Bonds (until disbursed as provided by the Resolutions) and all funds and accounts authorized
by the Master Resolution and established by the Series 2007 Resolution (with the exception of the Arbitrage Rebate Fund),
which include a Debt Service Reserve Fund, and the Authority’s security interest in the Pledged Revenues. The Series
2007 Bonds are the first series of bonds issued for St. Lawrence-Lewis BOCES under the Master Resolution. Pursuant
to the terms of the Resolutions, the funds and accounts established by the Resolutions (other than the Arbitrage Rebate
Fund) secure only the Series 2007 Bonds and do not secure any other Series of Bonds issued under the Master Resolution.
See “— Issuance of Additional Bonds” herein.



Bond Insurance
Bond Insurance Policy

Concurrently with the issuance of the Series 2007 Bonds, Financial Security Assurance Inc. ("FSA" or the "Insurer)
will issue its Municipal Bond Insurance Policy for the Series 2007 Bonds (the “Policy”). The Policy guarantees the
scheduled payment of principal of and interest on the Series 2007 Bonds when due as set forth in the form of the Policy
included as "Appendix F - Specimen Insurance Policies."

The Policy is not covered by any insurance security or guaranty fund established under New York, California,
Connecticut or Florida insurance law.

Financial Security Assurance Inc.

FSA is a New York domiciled financial guaranty insurance company and a wholly owned subsidiary of Financial
Security Assurance Holdings Ltd. (“Holdings”). Holdings is an indirect subsidiary of Dexia, S.A., apublicly held Belgian
corporation, and of Dexia Credit Local, a direct wholly-owned subsidiary of Dexia, S.A. Dexia, S.A., through its bank
subsidiaries, is primarily engaged in the business of public finance, banking and asset management in France, Belgium
and other European countries. No shareholder of Holdings or FSA is liable for the obligations of FSA.

At March 31, 2007, FSA's combined policyholders' surplus and contingency reserves were approximately
$2,601,527,000 and its total net unearned premium reserve was approximately $2,089,989,000 in accordance with
statutory accounting principles. At March 31, 2007, FSA's consolidated shareholder's equity was approximately
$2,753,483,000 and its total net unearned premium reserve was approximately $1,649,524,000 in accordance with
generally accepted accounting principles.

The consolidated financial statements of FSA included in, or as exhibits to, the annual and quarterly reports filed after
December 31,2005 by Holdings with the Securities and Exchange Commission are hereby incorporated by reference into
this Official Statement. All financial statements of FSA included in, or as exhibits to, documents filed by Holdings
pursuantto Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 after the date of this Official Statement
and before the termination of the offering of the Bonds shall be deemed incorporated by reference into this Official
Statement. Copies of materials incorporated by reference will be provided upon request to Financial Security Assurance
Inc.: 31 West 52nd Street, New York, New York 10019, Attention: Communications Department (telephone (212) 826-
0100).

The Policy does not protect investors against changes in market value of the Series 2007 Bonds, which market value
may be impaired as a result of changes in prevailing interest rates, changes in applicable ratings or other causes. FSA
makes no representation regarding the Series 2007 Bonds or the advisability of investing in the Series 2007 Bonds. FSA
makes no representation regarding the Official Statement, nor has it participated in the preparation thereof, except that
FSA has provided to the Authority the information presented under this caption for inclusion in the Official Statement.

Lease Payments

Consistent with the Act, St. Lawrence-Lewis BOCES will, pursuant to the Agreement of Lease, lease certain property
on which the Project is to be located to the Authority and the Authority will in turn sublease such property and the Project
back to St. Lawrence-Lewis BOCES pursuant to the Agreement. The Series 2007 Bonds are not secured by any real estate
interest in the Project. The Agreement is a general obligation of St. Lawrence-Lewis BOCES. St. Lawrence-Lewis
BOCES’ obligation to pay Rentals under the Agreement is absolute and unconditional without any right of set-off,
recoupment or counterclaim against the Authority.

The Authority has covenanted for the benefit of the Holders of the Series 2007 Bonds that it will not create, or cause
to be created, any lien or charge upon the Revenues or its interest in the Pledged Revenues, the proceeds of the Series
2007 Bonds or the funds or accounts established under the Master Resolution, which is prior to, or equal to, the pledge
made by the Master Resolution.

Pledge of State Aid

As additional security for the payment of the Rentals, including Basic Rent, to the Authority, St. Lawrence-Lewis
BOCES will assign and pledge to the Authority, a portion of any and all public funds payable by the State to St. Lawrence-
Lewis BOCES in an amount sufficient to pay such Rentals. St. Lawrence-Lewis BOCES further agrees that all State and
local officials concerned are authorized to apportion and pay to or upon the order of the Authority all such pledged funds.



The pledge and assignment will be irrevocable (in accordance with the Act) and will continue until the date on which the
liabilities of the Authority incurred as a result of the issuance of the Series 2007 Bonds have been paid or otherwise
discharged.

Debt Service Reserve Fund

The Master Resolution requires that the Debt Service Reserve Fund be maintained at its requirement, which is an
amount equal to one-half of the greatest amount required in the then current or any future calendar year to pay the sum
ofthe principal and Sinking Fund Installments of and interest on Outstanding Series 2007 Bonds payable during such year.

Moneys in the Debt Service Reserve Fund are to be withdrawn and deposited in the Debt Service Fund whenever the
amount in the Debt Service Fund on the fourth Business Day preceding each interest payment date is less than the amount
which is necessary to pay the principal and Sinking Fund Installments, if any, of and interest on Outstanding Bonds
payable on such interest payment date. The Master Resolution requires, and the Agreement provides, that the amount
necessary to restore the Debt Service Reserve Fund to its requirement is to be included in the Basic Rent. Moneys in the
Debt Service Reserve Fund in excess of its requirement may be deposited in other funds and accounts and applied by the
Trustee in accordance with the Master Resolution. See “Appendix D — Summary of Certain Provisions of the Master
Resolution.”

In connection with the issuance of the Series 2007 Bonds, the Insurer will deliver a Reserve Fund Facility in the form
of the Surety Bond in satisfaction of the Debt Service Reserve Fund Requirement. Upon the issuance of the Series 2007
Bonds, the Surety Bond to be issued by the Insurer will be deposited by the Authority in the Debt Service Reserve Fund.
See “Appendix F — Specimen Insurance Policies.”

The Surety Bond does not insure against nonpayment caused by the insolvency or negligence of the Trustee.

Issuance of Additional Bonds

In addition to the Series 2007 Bonds, the Master Resolution authorizes the issuance of other Series of Bonds for St.
Lawrence-Lewis BOCES and other BOCES for other specified purposes, including to refund Outstanding Bonds issued
under the Master Resolution. Each Series of Bonds issued under the Master Resolution will be separately secured by the
pledge and assignment of the Applicable Revenues, the Authority’s interest in the Applicable Pledged Revenues, the
proceeds from the sale of such Series of Bonds and all funds and accounts (with the exception of the Arbitrage Rebate
Fund) authorized by the Applicable Series Resolution. Any additional Series of Bonds issued to finance a Project for St.
Lawrence-Lewis BOCES would be paid and secured on a subordinate basis to the Series 2007 Bonds unless otherwise
consented to by a majority of the holders of the Series 2007 Bonds. Therefore, to the extent Pledged Revenues or St.
Lawrence-Lewis BOCES payments of Basic Rent were insufficient to pay for the Series 2007 Bonds and such additional
Bonds, amounts would be applied first to pay the Series 2007 Bonds and then such additional Bonds.

General

The Series 2007 Bonds will not be a debt of the State of New York nor will the State be liable thereon. The Authority
has no taxing power. The Authority has never defaulted in the timely payment of principal or sinking fund installments
of or interest on its bonds or notes. See “PART 8 —- THE AUTHORITY.”

Defaults and Remedies under the Agreement

Among the events that would constitute an “event of default” under the Agreement are the failure by St. Lawrence-
Lewis BOCES to pay the Rentals within seven days after they become due or to observe or perform any of the covenants,
conditions or agreements contained in the Agreement which continues for the applicable grace period after notice of such
failure has been given to St. Lawrence-Lewis BOCES. In the event any such event of default will have happened and be
continuing, the Authority may exercise such remedies available at law or in equity other than termination of the
Agreement. In no event will an “event of default” under the Agreement cause an acceleration of the Rentals due under
the Agreement.

Defaults and Remedies under the Master Resolution

“Events of Default” under the Master Resolution include: (i) the failure to pay principal, Sinking Fund Installments,
if any, or Redemption Price of, and interest on the Bonds when due; (ii) the failure to comply with the provisions of the
Code applicable to the Series 2007 Bonds necessary to maintain the exclusion of interest thereon from gross income under
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Section 103 of the Code, with the result that interest on the Series 2007 Bonds is no longer excludable from the gross
income of the Holders thereof; and (iii) a default by the Authority in the due and punctual performance of any other of
the covenants, conditions, agreements and provisions contained in the Resolutions or in the Series 2007 Bonds on the part
of the Authority to be performed and such default continues for 30 days after written notice specifying such default and
requiring same to be remedied will have been given to the Authority by the Trustee, which may give such notice in its
discretion and will give such notice at the written request of the Holders of not less than 25% in principal amount of such
Outstanding Series 2007 Bonds, unless, if such default is not capable of being cured within 30 days, the Authority has
commenced to cure such default within said 30 days and diligently prosecutes the cure thereof.

The Resolutions provide that if an “event of default” occurs and continues, the Trustee may proceed, and upon the
written request of the Insurer or at the written request of the Facility Provider of a Reserve Fund Facility or of the Holders
of not less than 25% in principal amount of the Outstanding Series 2007 Bonds (in either case, with the consent of the
Insurer) or, in the case of a happening and continuance of an “event of default” specified in clause (ii) above, upon the
written request of the Holders of not less than 25% in principal amount of the Outstanding Series 2007 Bonds with the
consent of the Insurer, the Trustee will proceed (subject to the provisions of the Master Resolution), to protect and enforce
itsrights and the rights of the Bondholders or of such Facility Provider under the Resolutions or under the laws of the State
by such suits, actions or special proceedings in equity or at law, either for the specific performance of any covenant
contained under the Resolutions or in aid or execution of any power therein granted, or for an accounting against the
Authority as if the Authority were the trustee of an express trust, or for the enforcement of any proper legal or equitable
remedy as the Trustee deems most effectual to protect and enforce such rights. In no event will an “event of default” cause
an acceleration of the Series 2007 Bonds under the Resolutions.

In the enforcement of any remedy under the Resolutions, the Trustee may sue for, enforce payment of, and receive
any and all amounts then, or during any default becoming, and at any time remaining, due from the Authority for principal
orinterest or otherwise under any of the provisions of the Resolutions or ofthe Series 2007 Bonds, with interest on overdue
payments of the principal of or interest on the Series 2007 Bonds at the rate or rates of interest specified in such Bonds,
together with any and all costs and expenses of collection and of all proceedings under the Resolutions and under such
Series 2007 Bonds, without prejudice to any other right or remedy of the Trustee or of the Holders of such Series 2007
Bonds, and to recover and enforce a judgment or decree against the Authority but solely as provided in the Resolutions
and in such Series 2007 Bonds, for any portion of such amounts remaining unpaid, with interest, costs and expenses, and
to collect in any manner provided by law, the moneys adjudged or decreed to be payable.

PART 3 - THE SERIES 2007 BONDS
Description of the Series 2007 Bonds

The Series 2007 Bonds will be issued pursuant to the Master Resolution, will be dated the date of delivery and will
bear interest at the rates and mature at the times set forth on the inside cover page of this Official Statement.

The Series 2007 Bonds will be issued as fully registered bonds. The Series 2007 Bonds will be issued in
denominations of $5,000 or any integral multiple thereof. The Series 2007 Bonds will be registered in the name of Cede
& Co., as nominee of DTC, pursuant to DTC’s Book-Entry Only System. Purchases of beneficial interests in the Series
2007 Bonds will be made in book-entry form, without certificates. If at any time the Book-Entry Only System is
discontinued for the Series 2007 Bonds, the Series 2007 Bonds will be exchangeable for other fully registered Series 2007
Bonds in any other authorized denominations of the same maturity without charge except the payment of any tax, fee or
other governmental charge to be paid with respect to such exchange, subject to the conditions and restrictions set forth
in the Master Resolution. See “Book-Entry Only System” herein and “Appendix D — Summary of Certain Provisions of
the Master Resolution.”

Interest on the Series 2007 Bonds will be payable by check or draft mailed to the registered owners thereof at the
address thereof as it appears on the registration books held by the Trustee, or, at the option of a Holder of at least
$1,000,000 in principal amount of the Series 2007 Bonds by wire transfer to the Holder of such Series 2007 Bonds, each
as of the close of business on the fifteenth day of the month next preceding an interest payment date. The principal or
redemption price of the Series 2007 Bonds will be payable in lawful money of the United States of America at the principal
corporate trust office of The Bank of New York, the Trustee and Paying Agent. As long as the Series 2007 Bonds are
registered in the name of Cede & Co., as nominee of DTC, such payments will be made directly to DTC. See “— Book-
Entry Only System” herein.



For amore complete description of the Series 2007 Bonds, see “Appendix D— Summary of Certain Provisions of the
Master Resolution.”

Redemption Provisions
The Series 2007 Bonds are subject to optional, special and mandatory redemption as described below.
Optional Redemption

The Series 2007 Bonds maturing on or before August 15, 2017 are not subject to optional redemption prior to
maturity. The Series 2007 Bonds maturing after August 15,2017 are subject to redemption prior to maturity on or after
August 15,2017 in any order (a) from amounts in the Debt Service Fund in excess of moneys required to pay interest,
principal and Sinking Fund Installments and in excess of amounts on deposit therein for special redemption, as a whole
at any time or in part on any interest payment date, or (b) at the option of the Authority, as a whole or in part at any time,
at par plus accrued interest to the redemption date.

Mandatory Redemption

In addition, the Series 2007 Bonds are also subject to redemption, in part, on each August 15,2026 of the years
and in the respective principal amounts set forth below, at 100% of the principal amount thereof, plus accrued
interest to the date of redemption, from mandatory Sinking Fund Installments which are required to be made in
amounts sufficient to redeem on August 15 (or such preceding Interest Payment Date) of each year the principal
amount of Series 2007 Bonds specified for each of the years shown below:

Series 2007 Bonds
Maturing on
August 15, 2026

Sinking Fund
Year Installments
2022 660,000
2023 700,000
2024 735,000
2025 775,000
20267 815,000

tFinal maturity.

Special Redemption

The Series 2007 Bonds are also subject to redemption, in whole or in part, at 100% of the principal amount thereof,
atthe option of the Authority onany interest payment date, (i) from proceeds of a condemnation or insurance award, which
proceeds are not used to repair, restore or replace the Project; or (ii) from unexpended proceeds of the Series 2007 Bonds
upon the abandonment of all or a portion of the Project due to a legal or regulatory impediment.

Book-Entry Only System

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository for the Series 2007
Bonds. The Series 2007 Bonds will be issued as fully registered securities in the name of Cede & Co. (DTC's partnership
nominee) or such other name as may be requested by an authorized representative of DTC. One fully registered Series
2007 Bond certificate will be issued for each maturity of each Series of the Series 2007 Bonds, each in the aggregate
principal amount of such maturity of such Series, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking organization"
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over two
million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments
from over 85 countries that DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-
trade settlement among Direct Participants of sales and other securities transactions in deposited securities, through



electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This eliminates the need
for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary
of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in turn, is owned by a number of Direct Participants
of DTC and members of the National Securities Clearing Corporation, Government Securities Clearing Corporation,
MBS Clearing Corporation, and Emerging Markets Clearing Corporation, also subsidiaries of DTCC, as well as by the
New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly ("Indirect Participants"). The DTC rules applicable to its Participants are on file
with the Securities and Exchange Commission.

Purchases of Series 2007 Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Series 2007 Bonds on DTC's records. The ownership interest of each actual purchaser of each
Series 2007 Bond ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however,
expected to receive written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interests in the Series 2007 Bonds are to be accomplished by entries made on the books of Direct
and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates
representing their ownership interests in any Series of the Series 2007 Bonds, except in the event that use of the book entry
system for a Series of the Series 2007 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2007 Bonds deposited by Direct Participants with DTC are registered
in the name of DTC's partnership nominee, Cede & Co. or such other name as may be requested by an authorized
representative of DTC. The deposit of Series 2007 Bonds with DTC and their registration in the name of Cede & Co. or
such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial
Owners of the Series 2007 Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts
such Series 2007 Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

As long as the DTC book-entry-only system is used for the Series 2007 Bonds, redemption notices shall be sent to
Cede & Co. Ifless than all of the Bonds within a maturity of a Series of the Series 2007 Bonds are being redeemed, DTC's
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor such other nominee) will consent or vote with respect to Series 2007 Bonds unless
authorized by a Direct Participant in accordance with DTC's procedures. Under its usual procedures, DTC mails an
omnibus proxy (the "Omnibus Proxy") to the Authority as soon as possible after the record date. The Omnibus Proxy
assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts the Series 2007 Bonds
are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal, redemption premium, if any, and interest payments on the Series 2007 Bonds will be made to Cede & Co.,
or such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct
Participants' accounts, upon receipt of funds and corresponding detail information from the Authority or the Trustee on
the payable date in accordance with their respective holdings shown on DTC's records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities held
for the accounts of customers in bearer form or registered in street name, and will be the responsibility of such Participant
and not of DTC, the Trustee or the Authority, subject to any statutory or regulatory requirements as may be in effect from
time to time. Payment of principal, redemption premium, if any, and interest to Cede & Co. (or such other nominee as
may be requested by an authorized representative of DTC) is the responsibility of the Authority or the Trustee,
disbursement of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

The Authority and the Trustee may treat DTC (or its nominee) as the sole and exclusive registered owner of the Series
2007 Bonds registered in its name for the purposes of payment of the principal and redemption premium, if any, of, or



interest on, the Series 2007 Bonds, giving any notice permitted or required to be given to registered owners under the
Resolution, registering the transfer of the Series 2007 Bonds, or other action to be taken by registered owners and for all
other purposes whatsoever. The Authority and the Trustee shall not have any responsibility or obligation to any Direct
or Indirect Participant, any person claiming a beneficial ownership interest in the Series 2007 Bonds under or through
DTC orany Direct or Indirect Participant, or any other person which is not shown on the registration books of the Authority
(kept by the Trustee) as being a registered owner, with respect to the accuracy of any records maintained by DTC or any
Direct or Indirect Participant; the payment by DTC or any Direct or Indirect Participant of any amount in respect of the
principal, redemption premium, if any, or interest on the Series 2007 Bonds; any notice which is permitted or required
to be given to registered owners thereunder or under the conditions to transfers or exchanges adopted by the Authority;
or other action taken by DTC as registered owner. Interest, redemption premium, if any, and principal will be paid by the
Trustee to DTC or its nominee. Disbursement of such payments to the Direct or Indirect Participants is the responsibility
of DTC and disbursement of such payments to the Beneficial Owners is the responsibility of the Direct or Indirect
Participants.

For every transfer and exchange of beneficial ownership of any of the Series 2007 Bonds, a Beneficial Owner may
be charged a sum sufficient to cover any tax, fee or other governmental charge that may be imposed in relation thereto.

DTC may discontinue providing its service with respect to a Series of the Series 2007 Bonds at any time by giving
notice to the Authority and discharging its responsibilities with respect thereto under applicable law, or the Authority may
terminate its participation in the system of book entry transfer through DTC at any time by giving notice to DTC. In either
event, the Authority may retain another securities depository for a Series of the Series 2007 Bonds or may direct the
Trustee to deliver bond certificates in accordance with instructions from DTC or its successor. If the Authority directs
the Trustee to deliver such bond certificates, such Series 2007 Bonds of a Series may thereafter be exchanged for an equal
aggregate principal amount of Series 2007 Bonds of such Series in any other authorized denominations and of the same
maturity as set forth in the Resolution, upon surrender thereof at the principal corporate trust office of the Trustee, who
will then be responsible for maintaining the registration books of the Authority.

Unless otherwise noted, certain of the information contained in the preceding paragraphs of this subsection "Book
Entry Only System" has been extracted from information given by DTC. Neither the Authority, the Trustee nor the
Underwriters make any representation as to the completeness or the accuracy of such information or as to the absence
of material adverse changes in such information subsequent to the date hereof.

NEITHER THE AUTHORITY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR OBLIGA-
TIONS TO SUCH DTC PARTICIPANTS, INDIRECT PARTICIPANTS, OR THE PERSONS FOR WHOM THEY
ACT AS NOMINEES WITH RESPECT TO THE PAYMENTS TO OR THE PROVIDING OF NOTICE FOR SUCH
DTC PARTICIPANTS, INDIRECT PARTICIPANTS, OR THE BENEFICIAL OWNERS. PAYMENTS MADE TO
DTC OR ITS NOMINEE SHALL SATISFY THE AUTHORITY'S OBLIGATION UNDER THE ACT AND THE
RESOLUTION TO THE EXTENT OF SUCH PAYMENTS.

So long as Cede & Co. is the registered owner of the Series 2007 Bonds, as nominee for DTC, references herein to
the Bondholders or registered owners of the Series 2007 Bonds (other than under the captions "TAX EXEMPTION" and
"CONTINUING DISCLOSURE" herein) shall mean Cede & Co., as aforesaid, and shall not mean the Beneficial Owners
of the Series 2007 Bonds.
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Principal and Interest Requirements

The following table sets forth the amounts required to be paid by St. Lawrence-Lewis BOCES during each twelve
month period ending August 14 of the Bond Years shown for the payment of debt service on the Series 2007 Bonds.

12-Month Total
Period Ended Principal of Interest Payments on Debt Service on
August 14, Series 2007 Bonds Series 2007 Bonds Series 2007 Bonds
2008 $ 295,000 $ 567,242 § 862,242
2009 390,000 472,515 862,515
2010 405,000 456,915 861,915
2011 420,000 440,715 860,715
2012 440,000 423,915 863,915
2013 455,000 406,315 861,315
2014 475,000 388,115 863,115
2015 490,000 369,115 859,115
2016 515,000 347,065 862,065
2017 535,000 323,890 858,890
2018 565,000 297,140 862,140
2019 585,000 274,540 859,540
2020 610,000 251,140 861,140
2021 635,000 225,978 860,978
2022 660,000 198,990 858,990
2023 700,000 163,350 863,350
2024 735,000 125,550 860,550
2025 775,000 85,860 860,860
2026 815,000 44,010 859,010

PART 4 - BOARDS OF COOPERATIVE EDUCATIONAL SERVICES

General Description of BOCES

The ability to create a Board of Cooperative Educational Services (“BOCES”) was first established in 1948 and is
found in sections 1950 and 1951 of the State Education Law. Initially, the legislation was aimed at enabling small rural
school districts to combine their resources to provide services that otherwise would have been uneconomical, inefficient
or unavailable. Under the legislation, BOCES are formed regionally (usually by a county or adjoining counties) as a
consortium of the public school districts within the region. At present there are 37 BOCES, serving 695 ofthe 704 school
districts in the State. BOCES membership is not available to the five large city school districts in the State: New York
City, Buffalo, Rochester, Yonkers and Syracuse.

A BOCES is formed under the State Education Law by the school districts of a supervisory district for the purpose
of providing various educational services for such school districts on a cooperative or shared basis, which services may
either be too expensive or duplicative for each school district to provide for itself. A BOCES is usually formed by an order
of the Commissioner of Education after a petition has been made to him requesting the establishment of the BOCES by
the respective Boards of Education of the various school districts to be included in the proposed BOCES. The decision
to establish a BOCES is not subject to voter approval.

The number of school districts comprising an individual BOCES varies. In each case, the territory within which each
BOCES operates encompasses the territory of its component school districts. A school district may decide to join an
established BOCES by vote of its board of education without voter approval. Once it has joined, however, a school district
may not withdraw and is thereafter obligated for its share of BOCES administrative expenses (including the Rentals due
to the Authority under an Applicable Agreement).

Once formed by the Commissioner, a BOCES is governed by a Board, whose members are elected by the boards of
education of the component school districts. A Board consists of five to fifteen members. Members of the BOCES Board
are elected at the BOCES annual meeting and serve for terms of three years.
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BOCES operate under the Education Law and the Rules and Regulations of the Commissioner of Education. The
powers of the BOCES are set forth in the Education Law, which provides for their relationship with the local school
districts and specifies their duties and responsibilities. A BOCES is not authorized to enter into an Agreement with the
Authority unless a proposition authorizing the acquisition, construction, reconstruction or financing of a board of
cooperative education services school facility and specifying the costs is approved by a majority vote of the voters
throughout the BOCES’ component school districts. In addition, the BOCES may not begin construction on any Project
unless and until it has been approved by the Commissioner.

Each BOCES is authorized to provide such program services as the Commissioner may approve and must provide
any educational service that is (a) requested by the component school districts and (b) approved by the Commissioner,
who first determines that the proposed program service meets an educational need and can most effectively be provided
on a regional, rather than local, level. Except for BOCES administrative and capital facilities expenses, which are
allocated to and are a responsibility of the component school districts to the extent provided by the Education Law, each
school district is responsible for the costs of only those educational programs or services in which it decides to participate.

The legislation permits BOCES to provide a wide variety of programs and services, which include:
General Education, including summer school.

Career Education— Vocational training in agriculture, distributive education, health, home economics, business and
office programs, technical education and trade, industrial and service education.

Special Education - Educational services for children with special needs and/or handicaps.

Management and Instructional Support Services — A wide variety of administrative, educational and extracurricular
activities.

Education in the Arts

Environmental Education

State Aid to BOCES

A BOCES has no taxing authority and except for certain Federal grants and payments for services rendered under
certain contracts with public agencies, colleges and other entities, derives all of its financial support for operations from
its component school districts and the State. State law provides that State aid is paid to the BOCES, and then is to be paid
by the BOCES to the component school districts to partially reimburse them for payments made to the BOCES, based
upon the amount paid by the component school districts for program services and administrative and facilities expenses.
The component school districts pay for these expenses through real property tax levies. Program services are funded by
component school districts based on the district’s participation in a specific program. Administrative expenses of a
BOCES (including the Rentals due to the Authority under an Applicable Agreement), as well as facilities expenses for
capital projects not funded through surpluses are shared on a pro rata apportioned basis (based on attendance or
enrollment formulas or property values) by the component school districts. All State aid payable to a BOCES, including
services aid and facilities aid, as well as administrative aid, is available to be applied to pay Rentals.

BOCES costs are paid, and aided by the State, in the following manner:

BOCES Services Aid

When a school district decides to subscribe to one of the BOCES programs, it agrees to pay a tuition or service fee.
The aggregate amount of fees equals the BOCES’ costs of providing the service. Each participating school district pays
its pro-rata share of the program’s costs.

The participating school district pays its fee in installments during the school year in which the BOCES provides the
service, enabling the BOCES to meet payroll and other expenses. These payments are made on an estimated basis during
the year. At the end of the school year, the exact cost is determined by audit.

The audited cost then becomes the basis on which State aid is calculated. These moneys are then paid to the BOCES
in the school year following the school year in which the service was provided. The BOCES, in turn, allocates and pays
this money to the component school districts as a reimbursement in the same school year that the BOCES receives it from
the State. Therefore, in any given year, a school district will be paying to the BOCES its share of the estimated cost of
the program it is currently participating in and will also be receiving moneys from the BOCES from State aid intended

12



to partially reimburse such school district for its share of audited educational costs paid by it to the BOCES in the prior
year.

The amount of State aid paid to each BOCES is the sum of the amounts determined for each component school district
by applying a State aid formula, which is prescribed by statute. Since this formula includes in its calculation the tax rate
and actual valuation of taxable property of the various component school districts, the amount of the aid actually paid to
each BOCES varies depending upon these tax rates and property valuations. In all cases, the amount of State aid is less
than the total costs of each BOCES program services. Each school district is therefore directly responsible to its BOCES
for its share of the cost of educational programs in which it participates, with State aid reimbursing a portion of the school
district’s share.

BOCES Administrative Aid

The BOCES administrative expenses, including the Rentals due to the Authority under an Applicable Agreement,
are charged against all component school districts based upon attendance or enrollment formulas or property values and
regardless of their participation in any BOCES educational program.

Certain BOCES administrative expenses cannot exceed in the aggregate, for purposes of State aid payments, 10%
of the total BOCES expenses, including the program operating expenses. The entire amount of BOCES payments to the
Authority, as well as certain other BOCES expenses, are administrative expenses, but are not subject to the 10% limit in
calculating State aid. Unlike State aid for BOCES program operating expenses, which is received by each BOCES (and
therefore by its component school districts) in the school year following the school year of expenditure, State aid for
BOCES payments to the Authority may be received by each BOCES in the current school year in which such payment
is made. The State appropriations for this aid are made on an estimated basis and are paid to each BOCES. In all cases,
the amount of State aid for administrative expenses is less than the actual amount of these administrative expenses. Each
school district is therefore directly responsible to its BOCES for its share of administrative expenses, with State aid
reimbursing a portion of the school district’s share.

BOCES Facilities Aid

The BOCES' facilities expenses are charged against all component school districts based upon attendance or
enrollment formulas or property values and regardless of their participation in any BOCES educational program.

BOCES Facilities Aid may be claimed for approved expenditures for facility construction, purchase or lease. The
amount of aid payable on account of approved expenses is determined by multiplying the approved expenses by the aid
ratio established by the State Education Law. Approved expenses are those incurred by the component school district
during the current school year for approved debt service payments on debt instruments used to finance BOCES
construction, for expenditures from budgetary appropriations or capital reserves in support of BOCES construction and
for expenditures for lease of BOCES facilities. In all cases, the amount of State aid for facilities expenses is less than the
actual amount of these facilities expenses. Each school district is therefore directly responsible to its BOCES for its share
of facilities expenses, with State aid reimbursing a portion of the school district’s share.

State Appropriations

The State has made appropriations to the BOCES program in each year since 1949 when the program was initiated.
The amount of State aid payable to each BOCES has varied in accordance with a statutory formula set forth in the
Education Law, except that payments in lieu of BOCES aid were made for the school year ending June 30, 2002 in an
amount specified by the Legislature. The amount apportioned by the State for payment to a BOCES during a BOCES
school year, which ends June 30th, is payable in installments, approximately 25% of which is payable in February,
approximately 30% of which is payable in June, and the remaining balance is payable in September. During the BOCES
fiscal year, the State aid payment made in February is made in one State fiscal year, and the State aid payments made in
June and September occur in the subsequent State fiscal year.

All of the State aid payable to BOCES is subject to intercept under the Act up to the amount of the Rentals payable
by the BOCES under its Agreement with the Authority. While the BOCES program has received State aid in each year
since its inception, both the determination of the amount of State aid and the apportionment of such State aid are
legislative acts and the State Legislature may amend or repeal the statutes relating to State aid and the formulas which
determine the amount of State aid payable to the BOCES. Such amendments could result in the increase, decrease or
elimination of the amount of State aid available for the payment of debt service on the Series 2007 Bonds. The financial
condition of the State may affect the amount of State aid appropriated by the State Legislature.

13



Obligations of Component School Districts

All component school districts are required to pay their allocable share of the BOCES administrative expenses
notwithstanding that they may elect not to participate in any of the BOCES educational programs. Each component school
district pays a proportional share of BOCES administrative expenses (based on attendance or enrollment formulas or
property values) through tax levies and local school boards vote on the BOCES administrative budget each spring. The
portion ofthe budget allocated to payments to the Authority, however, is not subject to such vote of the local school boards.
The Education Law requires that each component school district will add the amount of its share of BOCES administrative
expenses to its budget and will pay such amount to the BOCES. The moneys collected for and on behalf of the BOCES
by each component school district are required by law to be paid by the school district to the BOCES treasurer. Under
other provisions of New York law, component school districts of a BOCES are political subdivisions of the State of New
York and (with certain exceptions) have the power to levy and collect ad valorem taxes on real property.

Under New York law, if the budget of a school district is not approved by the voters, provision is made for the board
of education of the school district to adopt, without voter approval, a budget to pay for the basic or minimal needs of the
school district which will include its allocable share of the BOCES administrative expenses.

All the taxable property of each such school district is subject to levy of ad valorem taxes, without limitation as to
rate or amount, to pay the school district’s allocable share of BOCES administrative expenses. In addition, each county
or other political subdivision having responsibility for the enforcement of delinquent school taxes is required to pay to
the school districts the full amount of school taxes which remain uncollected before the end of the school year.

PART 5 - ST. LAWRENCE-LEWIS BOCES

Description

St. Lawrence-Lewis BOCES furnishes educational and administrative services to 18 school districts, serving
approximately 20,000 students in St. Lawrence and Lewis counties. The St. Lawrence-Lewis BOCES was established
in 1970, is one of the 37 BOCES across New York State that enable school districts, through combined resources, to be
the beneficiaries of certain desired programs and services, which would otherwise be unavailable or too costly. These
component districts are under the supervision of a District Superintendent, who is the regional representative of the
Commissioner, as well as the Chief Executive Officer of the BOCES. Governance of St. Lawrence-Lewis BOCES is by
a nine-member board of education, the members of whom are elected by the St. Lawrence-Lewis BOCES component
district board members. St. Lawrence-Lewis BOCES works in partnership with its staff, components, and community
stake-holders to develop and deliver high quality programs that meet local and regional needs. Funding sources include
state and federal grants, service fees, tuition, and cross-contracted services with other BOCES.

Educational Programs/Services

Instructional Resources: The Instructional Resources program provides shared teachers, school improvement
services, enrichment programs, and professional development. Programs are guided by the mission of providing the best
in educational services to our districts through information, consultation, and training.

Career & Technical Education & Alternative Education: The Career and Technical Education (CTE) program
provide occupational training to approximately 1,000 secondary students and adults at the three Career and Technical
Education Centers: Seaway Area Tech in Norwood, Northwest Tech in Ogdensburg, and Southwest Tech in Gouverneur.

There are currently 16 different CTE programs available at the three Centers. The administration and staff of the CTE
programs, utilizing input from component schools, industry, and the public, strive to provide relevant career preparation
to secondary students and adult residents of St. Lawrence-Lewis BOCES region. In addition, many articulation
agreements between colleges, in and out of state, and the St. Lawrence- Lewis BOCES are in effect to grant academic
credit to CTE Center graduates. Evening CTE courses are offered to adults in conjunction with the Adult and Continuing
Education program of study.

A Unique Occupations program, designed to provide career exploration and community-based work experience to
interested high school seniors throughout the county offers opportunities in career areas that could not otherwise be
studied in the CTE Centers or the traditional high school setting, Allied Health, a college prep course offered at the CTE
Centers, provides an opportunity for interested senior students to explore careers in health occupations.
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Adult & Continuing Educationz: Adult Literacy Centers create, provide and integrate ongoing, high quality, cost
effective services that are a part of the Workforce Development System in St. Lawrence County. Primary customers
include youth, adults and local businesses and industries.

Administrative & Instructional Technology Services: The Administrative and Instructional Technology Services
supports instructional technology and administrative, student and networking systems. It represents a collaborative effort
between the St. Lawrence-Lewis BOCES and the Northeastern Regional Information Center (NERIC) which encom-
passes seven BOCES regions. Through this cooperative effort, BOCES aid is available on all approved services.

Special Education: The St. Lawrence-Lewis BOCES Special Education Program provides services to disabled
students from birth to age 21. Each student receives the program and related services requested by the local District's
Committee on Special Education and specified in the student's Individualized Education Program.

Potsdam, Ogdensburg, Heuvelton, and Gouverneur and are designated as regional sites for BOCES-operated Special
Education Programs. Most classes are located in Component District School buildings and provide opportunities for
participation in the least restrictive environment. A Collaborative Day Treatment Program is located on the grounds of
the St. Lawrence Psychiatric Center as well as Potsdam Middle School. Specialized Alternative Programs are located in
Canton, and at Louisville in Massena.

Educational Support Services

Educational Support services are designed to complement and enhance diverse and specialized programs provided
to component school districts and the BOCES, including: Cooperative Purchasing, Employer/Employee Relations,
Health and Safety Programs, Health Care Administration, Office of Educational Partnerships, Print Shop/Newsletter
Service, and the Regional Certification Office.

Location

The BOCES is acooperative and voluntary association serving over 20,000 from 18 school, encompassing a land area
of over 2,500 square miles in Upstate New York with administration offices located in the Village of Canton,
approximately 70 miles northeast of the City of Watertown and 20 miles southeast of the City of Ogdensburg.

Governance

The BOCES is governed by aboard (the "Board") of nine members with overlapping three-year terms so that as nearly
as possible an equal number are elected to the Board each year. The members are elected by a majority vote of members
of Boards of Education of the Component School Districts. The President and Vice-President are selected by the Board
members.

The current members of the St. Lawrence-Lewis County BOCES Board are as follows:

RODGER M. BENNETT, President - Elected to the St. Lawrence-Lewis BOCES Board of Education in 1995;
currently President since 2003; served 15 years on the Massena Central School District Board of Education; Vice
President from 1983-1988 and President from 1992-1995. Roger was presented the New York State School Boards
Association Master of Boardsmanship Award in September 2003. The award is the highest honor bestowed by the
Association's Leadership Development Recognition Program. Past member of New York State School Boards
Association Resolutions' Committee, Ad Hoc Committee, and the St. Lawrence-Lewis Counties School Boards
Association - Past President and current Vice President; retired from a 41-year career at the New York State Power
Authority, having held positions in both union and management; He currently is President of the Board of Managers of
the Massena Rescue Squad. Roger also is a member of the Village of Massena Zoning Board of Appeals, and is a New
York State Certified Long Tem Care Ombudsman; a U.S. Army Veteran.

DANA SMITH, Vice President - Elected to the St. Lawrence-Lewis BOCES Board of Education in 2002 - currently
Vice President; newly elected member of the Madrid-Waddington Central School Board of Education in 2003;
Ambassador for the New York State School Boards Association, an elementary school Teacher for 7 years in the
Schenectady City School System; retired from a 29-year career with the New York State Department of Corrections,
starting as a counselor then promoted through the ranks to Superintendent of the Ogdensburg Correctional Facility;
formerly a six-year member of the Horsehead Central School District Board of Education; twenty-three years of service
withthe U.S. Army Reserve, member of the Knights of Columbus, member of the Frederic Remington Museum Advisory
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Board, instructor for AARP Safe Driving Program, and a volunteer driver for DAV. Dana and his wife, Louise, have 2
adult children and one grand.

RICHARD BICKNELL - Elected to the St. Lawrence-Lewis BOCES Board of Education in 1975 - serving a seven-
year term as Board President; Served on the Parishville-Hopkinton Central School Board of Education for nine years -
five years as Board Clerk; served as Town of Parishville Assessor for 23 years; Chairman of the Board of Assessors for
ten years; Owned and operated Bicknell Brothers; a participant of numerous educational conferences' and committees
relating to the governance of the BOCES and school district's Boards of Education -continually striving for educational
excellence for all students.

NANCY CAPELLINO - Elected to the St. Lawrence-Lewis BOCES Board of Education in 1995 - past president;
serving on the Gouverneur Central School Board of Education since 1974 to present (31 years) - 15 years as Board
President; New York State School Boards Association voting delegate; co-partner of Penguin Lanes, Inc., from 1977-
1989; member of SUNY Canton's Extended Studies Advisory Board from 1993 to present; member of the Community
Advisory Board of the Gouverneur Correctional Facility since 1990; and a member of the Gouverneur Arts Club since
1986.

JANET FAVRO - Elected to the St. Lawrence-Lewis BOCES Board of Education in 2003; currently serves on the
Canton Central School Board of Education from 1992 to present; retired after a 37-year career as a New York State Parole
Officer; member of the Canton Lions Club; Canton Zonta Club; very active in the operation of the Brick Chapel Church
and Cemetery Association; and a Director of the Canton Potsdam Hospital Foundation Board. Janet, although retired,
continues to work a 240-acre hobby farm.

MARIJORIE McCULLOCH - Elected to the St. Lawrence-Lewis BOCES Board of Education in 2001; serving on
Hammond Central School Board of Education since 1974 to present (31 years); serves as Legislative Liaison for
Hammond Central School; appointed by New York State School Boards Association Area 6 Director to represent the St.
Lawrence-Lewis Counties School Boards Association at the Federal Relations Network Annual Conference held in
Washington D.C.; retired from a 33-year career of teaching in the Gouverneur Central School District; present member
of the Rossie Planning Board; the Rossie Community Center Board of Directors; and the New York State Retired
Teachers' Association and the Gouverneur Retired Teachers Association.

KEVIN WELLS - Elected to the BOCES Board in 1998, served as a member of the Edwards-Knox Board of
Education for 14 years, including 5 years as Vice-President. Served as an appointed member of the Hermon-Dekalb Board
of Education during the 04'-05' school year to fill a vacancy on that board and has been a long time member of the NYSSBA
Legislative Network. Occupation is law enforcement and Kevin has been a member of the St. Lawrence County Sheriff's
Department for 21 years and has served in the capacity of UnderSheriff for the last 6 years. Kevin is a certified Police
Instructor, Instructor Evaluator and asaD.A .R.E. Instructor provided the D.A.R.E. program to many area school districts.
Kevin holds a Bachelors of Professional Studies Degree from SUNY Utica-Rome and an Associates Degree from SUNY
Canton, both in Criminal Justice. Kevin is a graduate of the St. Lawrence Leadership Institute.

CHARLES ALFORD - Charles (Chuck) Alford has a regent's diploma from Morristown Central School; BS from
SUNY Oswego; Master of Education from St. Lawrence University. Charles is currently serving his first term as amember
of the Morristown Central Board of Education. He retired June 30, 2005 from a career as a teacher and administrator in
Career and Technical Education and Adult Education.

PATRICIA GENGO - Patricia Gengo has served on the Brasher Falls CSD Board of Education since July 1, 1996.
She's been a Legislative Liaison for 5 years; a NYSSBA delegate; served on the NYSSBA Resolutions Committee; Ad
Hoc Advisory Committee on testing & accountability and regularly attends the NYSSBA Annual Meeting. She has
completed the eight-part Leadership in Governance Program. Pat has served on the Senior Recognition and New School
Board Training Committees of the SLLCSBA. She is the Brasher Falls CSD representative on the BOCES Committee
of Key Communicators. Patricia enjoyed a professional career working as speech therapist for 32 years in public schools
for St. Lawrence-Lewis Counties BOCES where she retiring in 1993. Patricia has been printed in the American School
Board Journal; volunteered for 22 years with Tri-Town Rescue Squad; is a CPR Instructor; Odyssey of the Mind Coach
and Judge at the state level; AARP 55 Alive Instructor; past Girl Scout Leader; and past President of Potsdam Lions Club.
She has earned the NYSSBA Master of Boardmanship Award and completed the Magna Award Application for Brasher
Falls CSD.

The principal staff members of the St. Lawrence-Lewis County BOCES are as follows:

LINDA R. GUSH, PHD. - District Superintendent: Dr. Linda R. Gush was appointed District Superintendent of
Schools and Executive Officer of the St. Lawrence-Lewis BOCES effective June 1, 1999. Prior to accepting the position
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as District Superintendent of the St. Lawrence-Lewis BOCES, Dr. Gush held several educational administrative positions
including School Superintendent, Assistant Superintendent for Instruction, Coordinator of Programs for Exceptional
Children, and Art Teacher. Dr. Gush earned her undergraduate degree at Pennsylvania State University, a Masters' Degree
at Elmira College, and a Ph.D. from Syracuse University. In the role as District Superintendent, Dr. Gush is an Officer
of the State Education Department, and, therefore, responsible to the Commissioner of Education serving as field
representative of the Commissioner. The District Superintendent has direct statutory responsibilities for all 18 component
school districts and for the Board of Cooperative Educational Services in the supervisory district. The Commissioner of
Education may from time to time call upon the District Superintendent to represent him through special assignments in
the school districts of the supervisory district and throughout the state.

Other principal staff members of the St. Lawrence-Lewis County BOCES include:
Nancy J. Wright - District Treasurer

Susan Collins - District Clerk

James Chadwick - Director of Financial Affairs

Walt Paul - Director of Career and Technical Education

Ted Kinnen - Director of Secial Educatiion

Martha Phillips - Director of Empoyer/Employee Relations

Halene Mellon - Director of Instructional Services

Facilities
Building History by Location

Northwest Tech Campus
Northwest Technical Center - 1970-A technical teaching facility.

Daycare Building - 1992- This building is used for Criminal Justice class and Early Childhood Education.
Activity Center-1993 - This building houses a computer lab and Adult Education Programs.

Seaway Tech Campus
Seaway Area Technical Center - 1969-A technical teaching facility.
Learning Resource Center - 1979/86-School Library Programs as well as SLLBOCES Mail service are housed
in this facility.
Adult Education Building - 1992/1995- This building is used for Adult Education, Computer lab, and Early

Childhood Education.

Pinewood Opportunity Center-1984/85- Health Occupation instruction is taught in this facility as well as

Transition Services Offices.
Southwest Tech Campus

Southwest Technical Center - 1970- This is a technical teaching facility.

Daycare Building - 1998-Early Childhood Education is taught in this building.

Central Administration Office

Central Administration Building contains the majority of the Administration Offices for the SLLBOCES.

White Hill Tower - This is a communications tower for the Bus Radio Repeater.

Westside Building - 1997-Adult Education Programs and Transition Services are housed at this facility.

Washington Education Center - This building houses the SLLBOCES Buildings and Grounds Dept., with
leased space to Department of Labor, Veterans Affairs, Transition Services.

Richville Opportunity Center - 1954

Richville Opportunity Center currently houses St. Lawrence-Lewis Insurances and leases space to Canton-
Potsdam Hospital Drug and Alcohol Program.
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Financial Information

Funding of St. Lawrence-Lewis BOCES comes from the 18 component school districts. Each pays a proportionate
share of St. Lawrence-Lewis BOCES administrative expenses (based on either attendance or enrollment formulas)
through tax levies, and local school boards vote on its administrative budget each spring. The portion of the budget
allocated to payments to the Authority, however, is not subject to such vote of the local school boards. The 2007-08
administrative budget was passed on April 23,2007 by an overwhelming margin. St. Lawrence-Lewis BOCES programs
are funded by the districts based on each component school district’s program use. The State gives the component school
districts BOCES aid monies to partially reimburse them for BOCES services and administrative expenses.

The following chart shows, for the school year ending June 30, 2006, for each component school district, (a) the total
amount payable from the school district to St. Lawrence-Lewis BOCES and the percentage such amount represents of
St. Lawrence-Lewis BOCES overall receipts from component school districts; and (b) the proportionate share of St.
Lawrence-Lewis BOCES administrative expenses paid by such component school district and the percentage such
amounts represents of St. Lawrence-Lewis BOCES’ overall administrative expenses.

Component School Districts’ Share of St. Lawrence-Lewis BOCES Expenses

Percentage Share Amount Allocated Percentage Share
Component Total Amount of Total to Administrative of Administrative
School District Paid to BOCES BOCES Receipts Expenses Expenses
Brasher Falls $ 1,462,871 3.88% $§ 70,974 5.91%
Canton 1,918,316 5.09% 103,781 8.64%
Clifton-Fine 1,072,092 2.85% 25,946 2.16%
Colton-Pierrepont 1,019,963 2.71% 28,364 2.36%
Edwards-Knox 994,475 2.64% 52,740 4.39%
Gouverneur 5,631,250 14.95% 120,185 10.01%
Hammond 554,054 1.47% 21,959 1.83%
Harrisville 964,413 2.56% 27,252 2.27%
Hermon-Dekalb 1,389,715 3.69% 30,455 2.54%
Heuvelton 2,505,703 6.65% 43,590 3.63%
Lisbon 1,735,722 4.61% 39,996 3.33%
Madrid-Waddington 1,895,131 5.03% 55,550 4.62%
Massena 3,836,938 10.19% 204,294 17.01%
Morristown 1,182,045 3.14% 28,168 2.35%
Norwood-Norfolk 2,322,905 6.17% 78,293 6.52%
Ogdensburg 3,915,289 10.40% 131,949 10.99%
Parishville-Hopkinton 1,401,374 3.72% 34,833 2.90%
Potsdam 3.856.529 10.24% 102,802 8.56%
Total $37,658,785 100.00% $1,201,131 100.00%

The following chart presents, for the preceding five school years, St. Lawrence-Lewis BOCES’ General Fund
revenues, expenses, and fiscal year surpluses.

St. Lawrence-Lewis BOCES Revenues and Expenses
Fiscal Year End Surplus
School Year Ending June 30,

2002 2003 2004 2005 2006
General Fund Revenues $36,204,768 $35,910,917 $36,152,282 $37,849,357 $39,790,157
General Fund Expenses 35,403,944 35,449,412 35,153,496 37,178,117 38.453,231
Surplus $ 800,824 $ 461,505 $ 998,786 $ 671,240 $ 1,336,926
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The following chart presents the amount of State aid accrued by St. Lawrence-Lewis BOCES during the past five
school years ended June 30 of the years shown, although a portion of such amount may have been received by St.
Lawrence-Lewis BOCES in the next school year. State aid for administrative services expenses is based on the preceding
year’s expenditures, while capital and facilities rental aid is based on the St. Lawrence-Lewis BOCES budget for the year
in which it is received.

State Aid Appropriations to St. Lawrence-Lewis BOCES

School Year
Ending June 30, State Aid
2002 $4,937,734
2003 5,330,432
2004 5,453,506
2005 5,327,353
2006 5,795,875

Litigation

There are no suits pending or, to the knowledge of the members of the St. Lawrence-Lewis BOCES Board, threatened
against St. Lawrence-Lewis BOCES wherein an unfavorable result would have a material adverse effect on the financial
condition of St. Lawrence-Lewis BOCES or the Bonds. Any litigation pending is generally of a routine nature, which does
not affect the right of St. Lawrence-Lewis BOCES to conduct its business or affect the validity of its obligations.

PART 6 - THE PROJECT

The Project consists of repairs, renovations and alterations to three campuses; Southwest Tech, Seaway Tech and
Northwest Tech. The total amount of project costs is approximately $10,500,000.

Renovations to Southwest Technical Center in Fowler includes converting the existing Distance Learning into
Changing Rooms for both Boys and Girls as there is no separate space currently. By doing this, the Distance Learning
space has been moved and the existing courtyard is being converted into Multi-Use space. There is also extensive
mechanical and electrical upgrades and exterior door and window replacement throughout. Roofreplacement is included.

Renovations to the Seaway Area Technical Center in Norwood includes similar type work. Due to security reasons,
the Main Office and Guidance Office are swapping spaces so that the Main Office can keep a clear visual to the new student
parking and bus drop off. This extensive site work need is due to health and safety issues that currently exist. Also, new
changing rooms are being provided for both Boys and Girls as there are none currently. Due to this, the Main Entry is
being converted in the new Multi-use space. Plus major mechanical and electrical rehabilitation is taking place throughout
the facility as well as new roofs, exterior door and window replacement.

Renovations to the Northwest Technical Center in Ogdensburg includes converting existing Distance Learning into
Changing Rooms for both Boys and Girls as there is no separate space currently. By doing this, the Distance Learning
space has been moved and the existing courtyard is being converted to a Multi-use space. The Main Office area is being
reconfigured for security purposes. Also there is extensive mechanical and electrical rehabilitation happening throughout-
the facility along with new roofs, exterior door and window replacement.
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PART 7 - ESTIMATED SOURCES AND USES OF FUNDS

Estimated sources and uses of funds are as follows:

Sources of Funds

Series 2007 Bond Proceeds ........ocouvvevivvieiieiiiiiiieeeeeeeee e $10,500,000.00
Net original Issue Premium .........c.cooceeviiiniiiinieiieececee 421,734.75
TOtAl SOUICES ....oevvvieieiieteeieeieteeeeeee ettt $10,921,734.75

Uses of Funds
Costs OF the PrOJECT ...vovvivieeieiieiiciieiecieceeeeceeeeeeee e $10,441,322.06
CoSt OF ISSUANCE™ .....oooviiiiceeieceeeee e 389,097.61
Underwriter's DISCOUNL ........ccveveieirenenenieieieieeeesie e 91,315.08

TOLAL USES ..ottt e e e e e e eeaeeas $10,921,734.75

*Includes the bond insurance and Debt Service Reserve surety premiums.
PART 8 - THE AUTHORITY

Background, Purposes and Powers

The Authority is a body corporate and politic constituting a public benefit corporation. The Authority was created
by the Act for the purpose of financing and constructing a variety of facilities for certain independent colleges and
universities and private hospitals, certain not-for-profit institutions, public educational institutions including The State
University of New York, The City University of New York and Boards of Cooperative Educational Services (“BOCES”),
certain school districts in the State, facilities for the Departments of Health and Education of the State, the Office of
General Services, the Office of General Services of the State on behalf of the Department of Audit and Control, facilities
for the aged and certain judicial facilities for cities and counties. The Authority is also authorized to make and purchase
certain loans in connection with its student loan program. To carry out this purpose, the Authority was given the authority,
among other things, to issue and sell negotiable bonds and notes to finance the construction of facilities of such institutions,
to issue bonds or notes to refund outstanding bonds or notes and to lend funds to such institutions.

On September 1, 1995, the Authority through State legislation (the “Consolidation Act”) succeeded to the powers,
duties and functions of the New York State Medical Care Facilities Finance Agency (the “Agency”) and the Facilities
Development Corporation (the “Corporation”), each of which will continue its corporate existence in and through the
Authority. Under the Consolidation Act, the Authority has also acquired by operation of law all assets and property, and
has assumed all the liabilities and obligations, of the Agency and the Corporation, including, without limitation, the
obligation of the Agency to make payments on its outstanding bonds, and notes or other obligations. Under the
Consolidation Act, as successor to the powers, duties and functions of the Agency, the Authority is authorized to issue
and sell negotiable bonds and notes to finance and refinance mental health services facilities for use directly by the New
York State Department of Mental Hygiene and by certain voluntary agencies. As such successor to the Agency, the
Authority has acquired additional authorization to issue bonds and notes to provide certain types of financing for certain
facilities for the Department of Health, not-for-profit corporations providing hospital, medical and residential health care
facilities and services, county and municipal hospitals and nursing homes, not-for-profit and limited profit nursing home
companies, qualified health maintenance organizations and health facilities for municipalities constituting social services
districts. As successor to the Corporation, the Authority is authorized, among other things, to assume exclusive
possession, jurisdiction, control and supervision over all State mental hygiene facilities and to make them available to
the Department of Mental Hygiene, to provide for construction and modernization of municipal hospitals, to provide
health facilities for municipalities, to provide health facilities for voluntary non-profit corporations, to make its services
available to the State Department of Correctional Services, to make its services available to municipalities to provide for
the design and construction of local correctional facilities, to provide services for the design and construction of municipal
buildings, and to make loans to certain voluntary agencies with respect to mental hygiene facilities owned or leased by
such agencies.
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The Authority has the general power to acquire real and personal property, give mortgages, make contracts, operate
dormitories and other facilities and fix and collect rentals or other charges for their use, contract with the holders of its
bonds and notes as to such rentals and charges, make reasonable rules and regulations to assure the maximum use of
facilities, borrow money, issue negotiable bonds or notes and provide for the rights of their holders and adopt a program
of self-insurance.

In addition to providing financing, the Authority offers a variety of services to certain educational, governmental and
not-for-profit institutions, including advising in the areas of project planning, design and construction, monitoring project
construction, purchasing of furnishings and equipment for projects, designing interiors of projects and designing and
managing projects to rehabilitate older facilities. In succeeding to the powers, duties and functions of the Corporation as
described above, the scope of design and construction services afforded by the Authority has been expanded.

Outstanding Indebtedness of the Authority (Other than Indebtedness Assumed by the Authority)

At March 31, 2007, the Authority had approximately $33.6 billion aggregate principal amount of bonds and notes
outstanding, excluding indebtedness of the Agency assumed by the Authority on September 1, 1995 pursuant to the
Consolidation Act. The debt service on each such issue of the Authority’s bonds and notes is paid from moneys received
by the Authority or the trustee from or on behalf of the entity having facilities financed with the proceeds from such issue
or from borrowers in connection with its student loan program.

The Authority’s bonds and notes include both special obligations and general obligations of the Authority. The
Authority’s special obligations are payable solely from payments required to be made by or for the account of the
institution for which the particular special obligations were issued or from borrowers in connection with its student loan
program. Such payments are pledged or assigned to the trustees for the holders of respective special obligations. The
Authority has no obligation to pay its special obligations other than from such payments. The Authority’s general
obligations are payable from any moneys of the Authority legally available for the payment of such obligations. However,
the payments required to be made by or for the account of the institution for which general obligations were issued
generally have been pledged or assigned by the Authority to trustees for the holders of such general obligations. The
Authority has always paid the principal of and interest on its special and general obligations on time and in full.

The total amounts of the Authority bonds and notes (excluding debt of the Agency assumed by the Authority on
September 1, 1995 pursuant to the Consolidation Act) outstanding at March 31, 2007 were as follows:

Bonds and
Bonds Notes Notes

Public Programs Bonds Issued Outstanding Outstanding Outstanding
State University of New York

Dormitory Facilities .........cccceceeeeeeeeeerennnne. $ 1,975,416,000 $ 752,200,000 $ 0o S 752,200,000
State University of New York Educational

and Athletic Facilities ...........ccoceevvvevveririennnnne 11,351,092,999 4,804,109,869 0 4,804,109,869
Upstate Community Colleges of the

State University of New York ..........ccccoceune. 1,366,010,000 575,980,000 0 575,980,000
Senior Colleges of the City University

Of NEW YOIk ...ccvoevieeieiiiieieiecececeeeeeeveeie 8,609,563,549 3,146,002,270 0 3,146,002,270
Community Colleges of the City University

Of NeW YOIk ...ccoevieieiieieieiecieceeeeeee e 2,194,081,563 549,157,730 0 549,157,730
BOCES and School Districts..... 1,524,911,208 1,146,575,000 0 1,146,575,000
Judicial Facilities .......ccooevvevevriniiiiiieeeeeeeenees 2,161,277,717 745,382,717 0 745,382,717
New York State Departments of Health

and Education and Other ............c.ccceveureene. 3,182,915,000 2,001,240,000 0 2,001,240,000
Mental Health Services Facilities ..................... 5,682,130,000 3,720,620,000 0 3,720,620,000
New York State Taxable Pension Bonds ......... 773,475,000 0 0 0
Municipal Health Facilities

Improvement Program ..........ccocceveeninnnnnne. 913,895,000 829,085,000 0 829,085,000
Totals Public Programs ..........cccceeeveveecnncnnnne. $ 39,734,768,036 $ 18,270,352,586 $ 0 $ 18,270,352,586
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Bonds and

Bonds Notes Notes

Non-Public Programs Bonds Issued Outstanding Outstanding Outstanding
Independent Colleges, Universities

and Other Institutions .........c.coceeeeevvveccnnnee $ 14,187,576,020 § 6,764,268,039 $115,998,000 $ 6,880,266,039
Voluntary Non-Profit Hospitals ........c.c.cccccu... 11,747,969,309 7,328,265,000 0 7,328,265,000
Facilities for the Aged........c.ccccoevvecccnncccnnne 1,960,585,000 1,126,815,000 0 1,126,815,000
Supplemental Higher Education Loan

Financing Program..........cccccocevinenincncncnne. 95,000,000 0 0 0
Totals Non-Public Programs ..............ccccvun.e. $ 27,991,130,329 § 15,219,348,039 $115,998,000 $ 15,335,346,039
Grand Totals Bonds and Notes ...........c.ccccenee. $ 67,725,898,365 $ 33,489,700,625 $115,998,000 $ 33,605,698,625

Outstanding Indebtedness of the Agency Assumed by the Authority

AtMarch 31,2007, the Agency had approximately $632 million aggregate principal amount of bonds outstanding,
the obligations as to all of which have been assumed by the Authority. The debt service on each such issue of bonds is
paid from moneys received by the Authority (as successor to the Agency) or the trustee from or on behalf of the entity
having facilities financed with the proceeds from such issue.

The total amounts of the Agency’s bonds (which indebtedness was assumed by the Authority on September 1, 1995)
outstanding at March 31, 2007 were as follows:

Public Programs Bonds Issued Bonds Outstanding
Mental Health Services Improvement Facilities ............ $§ 3.817,230.725 $ 0
Non-Public Programs Bonds Issued Bonds Outstanding
Hospital and Nursing Home Project Bond Program ...... $ 226,230,000 $ 3,930,000
Insured Mortgage Programs ..........c.cccevveevenieeienniennennn. 6,625,079,927 592,999,927
Revenue Bonds, Secured Loan and Other Programs ..... 2.414.,240,000 34,635,000
Total Non-Public Programs ...........ccceceeveeveneeinniennnen. 9.265.549.927 631,564,927
Total MCFFA Outstanding Debt ..........cccccoevirieniennnee. 1 2 2 1,564,92
Governance

The Authority carries out its programs through an eleven-member board, a full-time staff of approximately 660
persons, independent bond counsel and other outside advisors. Board members include the Commissioner of Education
of'the State, the Commissioner of Health of the State, the State Comptroller or one member appointed by him or her who
serves until his or her successor is appointed, the Director of the Budget of the State, one member appointed by the
Temporary President of the State Senate, one member appointed by the Speaker of the State Assembly and five members
appointed by the Governor, with the advice and consent of the Senate, for terms of three years. The Commissioner of
Education of the State, the Commissioner of Health of the State and the Director of the Budget of the State each may
appoint a representative to attend and vote at Authority meetings. The members of the Authority serve without
compensation, but are entitled to reimbursement of expenses incurred in the performance of their duties.

The Governor of the State appoints a Chair from the members appointed by him or her and the members of the
Authority annually choose the following officers, of which the first two must be members of the Authority: Vice-Chair,
Secretary, Treasurer, Assistant Secretaries and Assistant Treasurers.

The current members of the Authority are as follows:
GAIL H. GORDON, Esq., Chair, Slingerlands.

Gail H. Gordon was appointed as a Member of the Authority by the Governor on May 10, 2004. Ms. Gordon served
as Deputy Commissioner and General Counsel for the Office of Children and Family Services from September 15, 1997
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to December31,2006. She previously was of counsel to the law firm of Helm, Shapiro, Anito & McCale, P.C., in Albany,
New York, where she was engaged in the private practice of law. From 1987 to 1993, Ms. Gordon served as Counsel
to the Comptroller of the State of New York where she directed a legal staff of approximately 40 attorneys, was
responsible for providing legal and policy advice to the State Comptroller and his deputies in all areas of the State
Comptroller’s responsibilities, including the supervision of accounts of public authorities and in the administration, as
sole trustee, of the New York State Employees Retirement System and the Policemen’s and Firemen’s Retirement
System. She served as Deputy Counsel to the Comptroller of the State of New York from 1983 to 1987. From 1974 to
1983, Ms. Gordon was an attorney with the law firm of Hinman, Howard & Kattell, Binghamton, New York, where she
concentrated in areas of real estate, administrative and municipal law. Ms. Gordon holds a Bachelor of Arts degree from
Smith College and a Juris Doctor degree from Cornell University School of Law. Ms. Gordon’s term expired on March
31,2007 and by law she continues to serve until a successor shall be chosen and qualified.

JOHN B. JOHNSON, JR., Vice-Chair, Watertown.

John B. Johnson, Jr. was appointed as a Member of the Authority by the Governor on April 26, 2004. Mr. Johnson
is Chairman of the Board and Chief Executive Officer of the Johnson Newspaper Corporation, which publishes the
Watertown Daily Times, Batavia Daily News, Malone Telegram, Catskill Daily Mail, Hudson Register Star,
Ogdensburg Journal, Massena-Potsdam Courier Observer, seven weekly newspapers and three shopping newspapers.
He is director of the New York Newspapers Foundation, a member of the Development Authority of the North Country
and the Fort Drum Regional Liaison Committee, a trustee of Clarkson University and president of the Bugbee Housing
Development Corporation. Mr. Johnson has been a member of the American Society of Newspaper Editors since 1978,
and was a Pulitzer Prize juror in 1978, 1979,2001 and 2002. He holds a Bachelor’s degree from Vanderbilt University,
and Master’s degrees in Journalism and Business Administration from the Columbia University Graduate School of
Journalism and Business. Mr. Johnson was awarded an Honorary Doctor of Science degree from Clarkson University.
Mr. Johnson’s term expired on March 31, 2007 and by law he continues to serve until a successor shall be chosen and
qualified.

JOSE ALBERTO CORVALAN, M.D., Secretary, Armonk.

Dr. Corvalan was appointed as a Member of the Authority by the Governor on June 22,2005. Dr. Corvalan is Chief
of Laparoscopic Surgery at St. Vincent’s Midtown Hospital in Manhattan. Dr. Corvalan is a Diplomate, American Board
of Surgery, and is a Fellow of the American College of Surgeons and the New York Academy of Medicine. Dr. Corvalan
has held a number of teaching positions and is Associate Professor of Surgery at New York Medical College, Valhalla,
New York. His current term expires on March 31, 2008.

BRIAN RUDER, Scarsdale.

Mr. Ruder was appointed as a Member of the Authority by the Governor on June 23, 2006. He is Chief Executive
Officer of Skylight Partners, a strategic marketing and business development consulting group that he founded in 2001.
Prior to Skylight Partners, Mr. Ruder served for four years as Executive Vice President of Global Marketing for
Citigroup. He spent 16 years at the H.J. Heinz Co. in progressively responsible positions, including President of Heinz
USA, President of Weight Watchers Food Company and corporate Vice President of Worldwide Infant Feeding. He also
served as Director of Marketing, New Products and Sales for Pepsi USA in the mid-1980’s. Mr. Ruder is Vice Chairman
ofthe New York State Board of Science, Technology and Academic Research (NYSTAR), and also serves on the board
of the Adirondack Council, the Scarsdale United Way, the New York Metro Chapter of the Young Presidents’
Organization and PNC Private Client Advisors. Mr. Ruder earned a Bachelor of Arts degree in American History in 1976
from Washington University in St. Louis, Mo., and a Master of Business Administration degree in Marketing in 1978
from the Tuck School at Dartmouth College. His current term expires on March 31, 2009.

ANTHONY B. MARTINO, CPA, Buffalo.

Mr. Martino was appointed as a Member of the Authority by the Governor on April 26, 2004. A certified public
accountant with more than 37 years of experience, Mr. Martino is a retired partner of the Buffalo CPA firm Lumsden
& McCormick, LLP. He began his career at Price Waterhouse where he worked in the firm’s Buffalo and Washington,
DC, offices. He is a member of the Board of Directors of Natural Health Trends Inc., a public company, where he chairs
the Audit Committee. Mr. Martino is a member of the American Institute of CPAs and the New York State Society of
CPAs. Long involved in community organizations, he serves on the boards of the Buffalo Niagara Medical Campus as
Vice Chairman, Mount Calvary Cemetery as Chair of the Investment Committee, Cradle Beach Camp of which he is
a former Chair, the Kelly for Kids Foundation and Key Bank. Mr. Martino received a Bachelor of Science degree in
accounting from the University at Buffalo. Mr. Martino’s current term expires on August 31, 2007.
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SANDRA M. SHAPARD, Delmar.

Ms. Shapard was appointed as a Member of the Authority by the State Comptroller on January 21,2003. Ms. Shapard
served as Deputy Comptroller for the Office of the State Comptroller from January, 1995 until her retirement in 2001,
during which time she headed the Office of Fiscal Research and Policy Analysis and twice served as Acting First Deputy
Comptroller. Previously, Ms. Shapard held the positions of Deputy Director and First Deputy Director for the New York
State Division of Budget, from 1991 to 1994, and Deputy Assistant Commissioner for Transit for the State Department
of Transportation, from 1988 to 1991. She began her career in New York State government with the Assembly in 1975
where, over a thirteen year period, she held the positions of Staff Director of the Office of Counsel to the Majority,
Special Assistant to the Speaker, and Deputy Director of Budget Studies for the Committee on Ways and Means. Ms.
Shapard also served as Assistant to the County Executive in Dutchess County. A graduate of Mississippi University for
Women, Ms. Shapard received a Masters of Public Administration from Harvard University, John F. Kennedy School
of Government, where she has served as visiting lecturer, and has completed graduate work at Vanderbilt University.

ROMAN B. HEDGES, Delmar.

Dr. Hedges was appointed as a Member of the Authority by the Speaker of the State Assembly on February 24,2003.
Dr. Hedges currently serves as the Deputy Secretary of the New York State Assembly Committee on Ways and Means.
Dr. Hedges serves on the Legislative Advisory Task Force on Demographic Research and Reapportionment. He
previously served as the Director of Fiscal Studies of the Assembly Committee on Ways and Means where he was
responsible for the preparation of studies of the New York State economy and revenues of local government, tax policy
and revenue analyses, and for negotiating revenue and local government legislation for the Assembly. Dr. Hedges was
an Associate Professor of Political Science and Public Policy at the State University of New York at Albany where he
taught graduate and undergraduate courses in American politics, research methodology, and public policy. Dr. Hedges
holds a Doctor of Philosophy and a Master of Arts degree from the University of Rochester and a Bachelor of Arts degree
from Knox College.

KEVIN R. CARLISLE, Averill Park.

Mr. Carlisle was appointed as a Member of the Authority by the Temporary President of the Senate on January 29,
2007. After a career in public housing and business consulting, Mr. Carlisle retired in 2003 as Assistant Commissioner
of'the state Division of Housing and Community Renewal ("DHCR") and Vice President of the New York State Housing
Trust Fund Corporation. He was responsible for capital development programs which financed approximately 4,000 units
annually, with a total development cost of $500 million. He conceived the state's Homes for Working Families Program,
which received the 1999 Award for Program Excellence from the National Council of State Housing Finance Agencies.
Similarly, Mr. Carlisle implemented the Rural Leveraging Partnership Program, which was cited as a national model by
U.S. Rural Housing Services. He also served at DHCR as Director of Underwriting, Deputy Director of the Office of Rural
Development, and designed the housing strategy that met the state's off-site commitment to induce the U.S. Army's 10th
Mountain Division to locate at Fort Drum. Before he joined DHCR in 1982, Mr. Carlisle was a partner in Barrett Carlisle
& Co., a real estate development and consulting firm, and served the City of Troy and the City of Cohoes in economic
planning and real estate project management. Mr. Carlisle earned both a Bachelor's degree in Economics and a Master's
degree in Urban and Environmental Studies from Rensselaer Polytechnic Institute.

RICHARD P. MILLS, Commissioner of Education of the State of New York, Albany; ex-officio.

Dr. Mills became Commissioner of Education on September 12, 1995. Prior to his appointment, Dr. Mills served
as Commissioner of Education for the State of Vermont since 1988. From 1984 to 1988, Dr. Mills was Special Assistant
to Governor Thomas H. Kean of New Jersey. Prior to 1984, Dr. Mills held a number of positions within the New Jersey
Department of Education. Dr. Mills’ career in education includes teaching and administrative experience at the
secondary and postsecondary education levels. Dr. Mills holds a Bachelor of Arts degree from Middlebury College and
a Master of Arts, a Master of Business Administration and a Doctor of Education degree from Columbia University.

PAUL E. FRANCIS, Budget Director for the State of New York, Westchester County; ex-officio.

Mr. Francis was appointed Director of the Budget on January 1,2007. As Director of the Budget, Mr. Francis heads
the New York State Division of the Budget and serves as the chief fiscal policy advisor to the Governor. Mr. Francis
is responsible for the overall development and management of the State's fiscal policy, including overseeing the
preparation of budget recommendations for all State agencies and programs, economic and revenue forecasting, tax
policy, fiscal planning, capital financing and management of the State's debt portfolio, as well as pensions and employee
benefits. Mr. Francis also currently serves as a Senior Advisor to the Governor. Prior to his appointment to Director of
the Budget and Senior Advisor to the Governor, Mr. Francis served as policy director for Governor Spitzer's
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gubernatorial campaign and transition team. His private sector experience includes managing partner of the Cedar Street
Group, a venture capital firm he founded in 2001; chief financial officer for Priceline.com from its formation in 1997
t0 2000; chief financial officer for Ann Taylor stores from 1993 to 1997; and managing director at Merrill Lynch & Co.,
where he worked from 1986 to 1993. Mr. Francis is a graduate of Yale College and New York University Law School.

RICHARD F. DAINES, M.D., Commissioner of Health, Albany; ex-officio.

Richard F. Daines, M.D., became Commissioner of Health on March 21, 2007. Prior to his appointment he served
as President and CEO at St. Luke’s-Roosevelt Hospital Center since 2002. Before joining St. Luke’s-Roosevelt Hospital
Center as Medical Director in 2000, Dr. Daines served as Senior Vice President for Professional Affairs of St. Barnabas
Hospital in the Bronx, New York since 1994 and as Medical Director from 1987 to 1999. Dr. Daines received a Bachelor
of History degree from Utah State University in 1974 and served as a missionary for the Church of Jesus Christ of Latter-
day Saints in Bolivia, 1970-1972. He received his medical degree from Cornell University Medical College in 1978. He
served a residency in internal medicine at New York Hospital and is Board Certified in Internal Medicine and Critical
Care Medicine.

The principal staff of the Authority is as follows:

DAVID D. BROWN, IV is the Executive Director and chief administrative and operating officer of the Authority.
Mr. Brown previously served as Chief of the Investment Protection Bureau in the Office of the New York State Attorney
General, where he supervised investigations of the mutual fund and insurance industries. From 2000 to 2003, he served
as Vice President & Associate General Counsel at Goldman, Sachs & Co. While there, he specialized in litigation
involving equities, asset management and brokerage businesses. Prior to that, Mr. Brown was a Managing Director at
Deutsche Bank, where he served as the senior U.S. litigation attorney. In this capacity, he managed major litigations and
customer disputes. From 1994 to 1998 he served as Managing Director & Counsel for Bankers Trust Corporation, and
served as the senior litigation attorney. Mr. Brown received his bachelor's of arts degree from Harvard College in 1981
and his Juris Doctor degree from Harvard Law School in 1984.

MICHAEL T. CORRIGAN is the Deputy Executive Director of the Authority, and assists the Executive Director
in the administration and operation of the Authority. Mr. Corrigan came to the Authority in 1995 as Budget Director,
and served as Deputy Chief Financial Officer from 2000 until 2003. He began his government service career in 1983
as abudget analyst for Rensselaer County, and served as the County’s Budget Director from 1986 to 1995. Immediately
before coming to the Authority, he served as the appointed Rensselaer County Executive for a short period. Mr. Corrigan
holds a Bachelor’s degree in Economics from the State University of New York at Plattsburgh and a Master’s degree
in Business Administration from the University of Massachusetts.

PORTIA LEE is the Managing Director of Public Finance. She is responsible for supervising and directing Authority
bond issuance in the capital markets, through financial feasibility analysis and financing structure determination for
Authority clients; as well as implementing and overseeing financing programs, including interest rate exchange and
similar agreements. Ms. Lee previously served as Senior Investment Officer at the New Y ork State Comptroller's Office
where she was responsible for assisting in the administration of the long-term fixed income portfolio of the New York
State Common Retirement Fund, as well as the short-term portfolio, and the Securities Lending Program. From 1995 to
2005, Ms. Lee worked at Moody's Investors Service where she most recently served as Vice President and Senior Credit
Officer in the Public Finance Housing Group. In addition, Ms. Lee has extensive public service experience working for
over 10 years in various positions in the Governor's Office, NY'S Department of Social Services, as well as the New York
State Assembly. She holds a Bachelor's degree from the State University of New York at Albany.

LORA K. LEFEBVRE is the Managing Director of Portfolio Management. She is responsible for the supervision
and direction of the Authority’s health care monitoring and higher education monitoring groups. Prior to joining the
Authority in 1995, Ms. Lefebvre worked for the New York State Division of Budget for nine years in a number of
different capacities, working in subject areas that included the State University of New York, school aid and public
authority oversight. She holds a Bachelor of Arts in Political Science from Alfred University and a Master’s degree in
Public Administration from the State University of New York at Albany.

JOHN G. PASICZNYK is the Chief Financial Officer of the Authority. Mr. Pasicznyk is responsible for investment
management and accounting, as well as the development of the financial policies for the Authority. Before joining the
Authority in 1985, Mr. Pasicznyk worked in audit positions at KPMG Peat Marwick and Deloitte & Touche. He holds
aBachelor’s degree from Syracuse University and a Master of Business Administration degree from the Fuqua School
of Business at Duke University.
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JEFFREY M. POHL is General Counsel to the Authority. Mr. Pohl is responsible for all legal services including
legislation, litigation, contract matters and the legal aspects of all Authority financings. He is amember of the New York
State Bar, and most recently served as a counsel in the public finance group of a large New York law firm. Mr. Pohl had
previously served in various capacities in State government with the Office of the State Comptroller and the New York
State Senate. He holds a Bachelor’s degree from Franklin and Marshall College and a Juris Doctor degree from Albany
Law School of Union University.

JAMES M. GRAY, R.A,, is the Managing Director of Construction. In that capacity, he is responsible for the
Authority’s construction groups, including design, project management, purchasing, contract administration, interior
design, and engineering and other technology services. He has been with the Authority since 1986, and has held
increasingly responsible positions within the Office of Construction, including Director of the State University of New
York (SUNY) and Independent Institutions Construction Program. He began his public service career in 1977 in the
New York State Office of General Services. He has been a registered architect in New York since 1983. Mr. Gray holds
a Bachelor’s degree in architecture from the New York Institute of Technology.

Claims and Litigation

Although certain claims and litigation have been asserted or commenced against the Authority, the Authority
believes that these claims and litigation are covered by the Authority’s insurance or by bonds filed with the Authority
should the Authority be held liable in any of such matters, or that the Authority has sufficient funds available or the legal
power and ability to seek sufficient funds to meet any such claims or judgments resulting from such litigation.

Other Matters
New York State Public Authorities Control Board

The New York State Public Authorities Control Board (the “PACB”) has authority to approve the financing and
construction of any new or reactivated projects proposed by the Authority and certain other public authorities of the
State. The PACB approves the proposed new projects only upon its determination that there are commitments of funds
sufficient to finance the acquisition and construction of the projects. The Authority has obtained the approval of the
PACB for the issuance of the Series 2007 Bonds.

Legislation

From time to time, bills are introduced into the State Legislature which, if enacted into law, would affect the
Authority and its operations. The Authority is not able to represent whether such bills will be introduced or become law
inthe future. In addition, the State undertakes periodic studies of public authorities in the State (including the Authority)
and their financing programs. Any of such periodic studies could result in proposed legislation which, ifadopted, would
affect the Authority and its operations.

Environmental Quality Review

The Authority complies with the New York State Environmental Quality Review Act and with the New York State
Historic Preservation Act of 1980, and the respective regulations promulgated thereunder respecting the Project to the
extent such acts and regulations are applicable.

Independent Auditors

The accounting firm of KPMG LLP audited the financial statements of the Authority for the fiscal year ended March
31,2006. Copies of the most recent audited financial statements are available upon request at the offices of the Authority.

PART 9 - LEGALITY OF THE SERIES 2007 BONDS FOR INVESTMENT AND DEPOSIT

Under New York State law, the Series 2007 Bonds are securities in which all public officers and bodies of the State
and all municipalities and municipal subdivisions, all insurance companies and associations, all savings banks and savings
institutions, including savings and loan associations, administrators, guardians, executors, trustees, committees, conser-
vators and other fiduciaries of the State may properly and legally invest funds in their control. However, enabling
legislation or bond resolutions of individual public benefit corporations and authorities of the State may limit the
investment of funds of such authorities in the Series 2007 Bonds.

The Series 2007 Bonds may be deposited with the State Comptroller to secure deposits of State moneys in banks, trust
companies and industrial banks.
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PART 10 - NEGOTIABLE INSTRUMENTS

The Series 2007 Bonds shall be negotiable instruments as provided in the Act, subject to the provisions for registration
and transfer contained in the Master Resolution and in the Series 2007 Bonds.

PART 11 - TAX MATTERS

Federal Income Taxes

The Internal Revenue Code of 1986, as amended (the “Code”), imposes certain requirements that must be met
subsequent to the issuance and delivery ofthe Series 2007 Bonds for interest thereon to be and remain excluded from gross
income for federal income tax purposes. Noncompliance with such requirements could cause the interest on the Series
2007 Bonds to be included in gross income for federal income tax purposes retroactive to the date of issue of the Series
2007 Bonds. The Authority has covenanted in the Series 2007 Resolution and St. Lawrence-Lewis BOCES has
covenanted in the Lease Agreement to comply with the applicable requirements of the Code in order to maintain the
exclusion of the interest on the Series 2007 Bonds from gross income for federal income tax purposes pursuant to Section
103 of the Code. In addition, the Authority and St. Lawrence-Lewis BOCES have made certain representations and
certifications in the Tax Certificate. Bond Counsel will not independently verify the accuracy of those representations
and certifications.

In the opinion of Nixon Peabody LLP, Bond Counsel, under existing law and assuming compliance with the
aforementioned covenants, and the accuracy of certain representations and certifications made by the Authority and the
St. Lawrence-Lewis BOCES described above, interest on the Series 2007 Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Code. Bond Counsel is also of the opinion that such interest is not treated
as a preference item in calculating the alternative minimum tax imposed under the Code with respect to individuals and
corporations. Interest on the Series 2007 Bonds is, however, included in the adjusted current earnings of certain
corporations for purposes of computing the alternative minimum tax imposed on such corporations.

Original Issue Discount

Bond Counsel is further of the opinion that the difference between the principal amount of the Series 2007 Bonds
maturing August 15, 2018 through August 15, 2021 (the “Discount Bonds™) and the initial offering price to the public
(excluding bond houses, brokers or similar persons or organizations acting in the capacity of underwriters or wholesalers)
at which price a substantial amount of Discount Bonds of the same maturity was sold constitutes original issue discount
which is excluded from gross income for federal income tax purposes to the same extent as interest on the Series 2007
Bonds. Further, such original issue discount accrues actuarially on a constant interest rate basis over the term of each
Discount Bond and the basis of each Discount Bond acquired at such initial offering price by an initial purchaser thereof
will be increased by the amount of such accrued original issue discount. The accrual of original issue discount may be
taken into account as an increase in the amount of tax-exempt income for purposes of determining various other tax
consequences of owning Discount Bonds, even though there will not be a corresponding cash payment. Owners of
Discount Bonds are advised that they should consult with their own advisors with respect to the state and local tax
consequences of owning such Discount Bonds.

Original Issue Premium

The Series 2007 Bonds maturing on August 15, 2008 through August 15,2017 and August 15, 2026 (collectively,
the “Premium Bonds”) are being offered at prices in excess of their principal amounts. An initial purchaser with an initial
adjusted basis in a Premium Bond in excess of its principal amount will have amortizable bond premium which is not
deductible from gross income for federal income tax purposes. The amount of amortizable bond premium for a taxable
year is determined actuarially on a constant interest rate basis over the term of each Premium Bond based on the
purchaser’s yield to maturity (or, in the case of Premium Bonds callable prior to their maturity, over the period to the call
date, based on the purchaser’s yield to the call date and giving effect to any call premium). For purposes of determining
gain or loss on the sale or other disposition of a Premium Bond, an initial purchaser who acquires such obligation with
an amortizable bond premium is required to decrease such purchaser's adjusted basis in such Premium Bond annually by
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the amount of amortizable bond premium for the taxable year. The amortization of bond premium may be taken into
account as a reduction in the amount of tax-exempt income for purposes of determining various other tax consequences
of owning such Premium Bonds. Owners of Premium Bonds are advised that they should consult with their own tax
advisors with respect to the state and local consequences of owning such Premium Bonds.

State Taxes

Bond Counsel is also of the opinion that, by virtue of the Act, interest on the Series 2007 Bonds is exempt from
personal income taxes of the State of New York and its political subdivisions, including The City of New York and the
City of Yonkers. Bond Counsel expresses no opinion as to other State of New Y ork or local tax consequences arising with
respect to the Bonds nor as to the taxability of the Bonds or the income therefrom under the laws of any state other than
the State of New York.

Ancillary Tax Matters

Ownership of the Series 2007 Bonds may result in other federal tax consequences to certain taxpayers, including,
without limitation, certain S corporations, foreign corporations with branches in the United States, property and casualty
insurance companies, individuals receiving Social Security or Railroad Retirement benefits, individuals seeking to claim
the earned income credit, and taxpayers (including banks, thrift institutions and other financial institutions) who may be
deemed to have incurred or continued indebtedness to purchase or to carry the Series 2007 Bonds.

Commencing with interest paid in 2006, interest paid on tax-exempt obligations such as the Series 2007 Bonds is
subject to information reporting to the Internal Revenue Service (the "IRS") in a manner similar to interest paid on taxable
obligations. In addition, interest on the Series 2007 Bonds may be subject to backup withholding if such interest is paid
to a registered owner that (a) fails to provide certain identifying information (such as the registered owner's taxpayer
identification number) in the manner required by the IRS, or (b) has been identified by the IRS as being subject to backup
withholding.

Bond Counsel is not rendering any opinion as to any Federal tax matters other than those described under the caption
"Tax Matters". Prospective investors, particularly those who may be subject to special rules described above, are advised
to consult their own tax advisors regarding the federal tax consequences of owning and disposing of the Series 2007
Bonds, as well as any tax consequences arising under the laws of any state or other taxing jurisdiction.

Changes in Law and Post Issuance Events

Legislative or administrative actions and court decisions, at either the federal or state level, could have an adverse
impact on the potential benefits of the exclusion from gross income of the interest on the Bonds for Federal or state income
tax purposes, and thus on the value or marketability of the Bonds. This could result from changes to Federal or state income
tax rates, changes in the structure of Federal or state income taxes (including replacement with another type of tax), repeal
of the exclusion of the interest on the Bonds from gross income for Federal or state income tax purposes, or otherwise.
It is not possible to predict whether any legislative or administrative actions or court decisions having an adverse impact
on the Federal or state income tax treatment of holders of the Bonds may occur. Prospective purchasers of the Bonds
should consult their own tax advisers regarding such matters.

On May 21,2007, the U.S. Supreme Court agreed to hear the Davis v. Kentucky Dep't Of Revenue of The Finance
and Admin. Cabinet, 97 S.W.3d 557 (2006), a case that has questioned the permissibility under the U.S. Constitution of
the Commonwealth of Kentucky providing for a state income tax exemption for interest on obligations issued by Kentucky
or its subdivisions while taxing interest on obligations of other states or their subdivisions. The laws of the State of New
York currently result in such differing treatment, by exempting interest on obligations of the State New York and its
subdivisions and instrumentalities while taxing the interest on obligations issued by other states or their subdivisions or
instrumentalities.

Bond Counsel has not undertaken to advise in the future whether any events after the date of issuance and delivery
ofthe Bonds may affect the tax status of interest on the Bonds. Bond Counsel expresses no opinion as to any Federal, state
or local tax law consequences with respect to the Bonds, or the interest thereon, if any action is taken with respect to the
Bonds or the proceeds thereof upon the advice or approval of other counsel.
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PART 12 - STATE NOT LIABLE ON THE SERIES 2007 BONDS

The Act provides that notes and bonds of the Authority shall not be a debt of the State nor shall the State be liable
thereon, nor shall such notes or bonds be payable out of any funds other than those ofthe Authority. The Master Resolution
specifically provides that the Series 2007 Bonds shall not be a debt of the State nor shall the State be liable thereon.

PART 13 - COVENANT BY THE STATE

The Act states that the State pledges and agrees with the holders of the Authority’s notes and bonds that the State will
not limit or alter the rights vested in the Authority to provide project, to establish and collect rentals therefrom and to fulfill
agreements with the holders of the Authority’s notes and bonds or in any way impair the rights and remedies ofthe holders
of such notes or bonds until such notes or bonds and interest thereon and all costs and expenses in connection with any
action or proceeding by or on behalf of the holders of such notes or bonds are fully met and discharged. Notwithstanding
the State’s pledges and agreements contained in the Act, the State may, in the exercise of its sovereign power, enact or
amend its laws which, if determined to be both reasonable and necessary to serve an important public purpose, could have
the effect of impairing these pledges and agreements with the Authority and with the holders of the Authority’s notes or
bonds. The Act specifically provides that the State covenants with holders of the Bonds not to repeal, revoke rescind or
modify the provisions of the Act so as to limit, impair or impede the security afforded by that portion of the Act requiring
the Comptroller of the State of New York to deduct from any State funds appropriated to a BOCES an amount equal to
the amount payable by St. Lawrence-Lewis BOCES to the Authority under the Agreement for the ensuing school year
and further provides that no lien or charge which is prior in time or superior in right to such deduction shall be created;
provided however, that nothing in the Act shall require the State to continue the payment of State aid to boards of
cooperative educational services or prevent the State repealing or amending any law providing for the apportionment of
such aid.

PART 14 - LEGAL MATTERS

Certain legal matters incidental to the authorization and issuance of the Series 2007 Bonds by the Authority are subject
to the approval of Nixon Peabody LLP, New York, New Y ork, Bond Counsel to the Authority, whose approving opinion
will be delivered with the Series 2007 Bonds. The proposed form of Bond Counsel’s opinion is set forth in Appendix E
hereto. Certain legal matters will be passed upon for the Underwriter by its counsel, Trespasz & Marquardt, LLP,
Syracuse, New York and for St. Lawrence-Lewis BOCES by its counsel, Orrick, Herrington & Sutcliffe, LLP, New York,
New York.

There is no pending litigation restraining or enjoining the issuance or delivery ofthe Series 2007 Bonds or questioning
oraffecting the validity of the Series 2007 Bonds or the proceedings and authority under which they are to be issued. There
isno litigation pending which in any manner questions the right of the Authority to finance the Project in accordance with
the provisions of the Act, the Master Resolution and the Agreement.

PART 15 - UNDERWRITING

The Underwriter has agreed, subject to certain conditions, to purchase the Series 2007 Bonds from the Authority at
an aggregate purchase price of $10,830,419.67 and to make a public offering of the Series 2007 Bonds at prices that are
not in excess of the public offering prices stated on the inside cover page of this Official Statement. The Underwriter will
be obligated to purchase all such Series 2007 Bonds if any are purchased.

The Series 2007 Bonds may be offered and sold to certain dealers (including the Underwriter) at prices lower than
such public offering prices, and such public offering prices may be changed, from time to time, by the Underwriter.
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PART 16 — CONTINUING DISCLOSURE

In order to assist the Underwriter in complying with Rule 15¢2-12 promulgated by the Securities and Exchange
Commission (“Rule 15¢2-12"), St. Lawrence-Lewis BOCES has undertaken in a written agreement for the benefit of the
Series 2007 Bondholders to provide to the Authority, on or before 120 days after the end of each fiscal year, commencing
with the fiscal year of St. Lawrence-Lewis BOCES ending June 30, 2007 for filing by the Authority with each nationally
recognized municipal securities information repository designated by the Securities and Exchange Commission in
accordance with Rule 15¢2-12 (each a“Repository”), and ifand when one is established, the New Y ork State Information
Depository (the “State Information Depository’’), on an annual basis, operating data and financial information of the type
hereinafter described which is included in this Official Statement (the “Annual Information”), together with St. Lawrence-
Lewis BOCES’ annual financial statements prepared in accordance with generally accepted accounting principles and
audited by an independent firm of certified public accountants in accordance with generally accepted accounting
standards.

If, and only if, and to the extent that it receives the Annual Information and annual financial statements described
above from St. Lawrence-Lewis BOCES, the Authority has undertaken in a written agreement for the benefit of the
Bondholders, on behalfofand as agent for St. Lawrence-Lewis BOCES, to file such information and financial statements,
as promptly as practicable, but no later than three business days after receipt of the information by the Authority from
St. Lawrence-Lewis BOCES, with each such Repository and with the State Information Depository. In addition, the
Authority has undertaken, for the benefit of the Series 2007 Bondholders, to provide each such Repository or to the
Municipal Securities Rulemaking Board (the “MSRB”), and to the State Information Depository, in a timely manner, the
notices required to be provided by Rule 15¢2-12 and described below (the “Notices”).

The Annual Information will consist ofthe following: (a) operating data and financial information of the type included
in this Official Statement in “PART 5—ST. LAWRENCE-LEWIS BOCES” under the heading “Financial Information”
(only to the extent that this information is not included in the audited financial statements of St. Lawrence-Lewis BOCES),
together with (b) a narrative explanation, if necessary to avoid misunderstanding, regarding the presentation of financial
and operating data concerning St. Lawrence-Lewis BOCES and in judging the financial and operating condition of St.
Lawrence-Lewis BOCES.

The Notices include notice of any of the following events with respect to the Series 2007 Bonds, if material: (1)
principal and interest payment delinquencies; (2) non-payment related defaults; (3) unscheduled draws on debt service
reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements reflecting financial difficulties;
(5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax opinions or events affecting
the tax-exempt status of the Series 2007 Bonds; (7) modifications to rights of the Holders of the Series 2007 Bonds; (8)
bond calls; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the Series 2007 Bonds;
and (11) rating changes. In addition, the Authority will undertake, for the benefit of the Holders of the Series 2007 Bonds,
to provide to each Repository or the MSRB and the State Information Repository, in a timely manner, notice of any failure
by St. Lawrence-Lewis BOCES to provide the Annual Information and annual financial statements by the date required
in St. Lawrence-Lewis BOCES’ undertaking described above.

The sole and exclusive remedy for breach or default under the Continuing Disclosure Agreement is an action to
compel specific performance of the undertakings of St. Lawrence-Lewis BOCES and/or the Authority, and no person,
including any Holder ofthe Series 2007 Bonds, may recover monetary damages thereunder under any circumstances. The
Authority or St. Lawrence-Lewis BOCES may be compelled to comply with their respective obligations under the
Continuing Disclosure Agreement (i) in the case of enforcement of their obligations to provide information required
thereunder, by any Holder of Outstanding Series 2007 Bonds or by the Trustee on behalf of the Holders of Outstanding
Series 2007 Bonds or (ii) in the case of challenges to the adequacy of the information provided, by the Trustee on behalf
of the Holders of Outstanding Series 2007 Bonds. However, the Trustee is not required to take any enforcement action
unless so directed by the Holders of not less than 25% in aggregate principal amount of Outstanding Series 2007 Bonds.
A breach or default under the Continuing Disclosure Agreement will not constitute an Event of Default under the Master
Resolution. In addition, ifall orany part of Rule 15¢2-12 ceases to be in effect for any reason, then the information required
to be provided under the Continuing Disclosure Agreement, insofar as the provision of Rule 15¢2-12 no longer in effect
required the providing of such information, will no longer be required to be provided.
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The foregoing undertakings are intended to set forth a general description of the type of financial information and
operating data that will be provided; the descriptions are not intended to state more than general categories of financial
information and operating data; and where an undertaking calls for information that no longer can be generated or is no
longer relevant because the operations to which it related have been materially changed or discontinued, a statement to
that effect will be provided. The Continuing Disclosure Agreement, however, may under certain circumstances be
amended or modified without the consent of Holders of the Series 2007 Bonds. Copies of the Continuing Disclosure
Agreements when executed by the parties thereto upon the delivery of the Series 2007 Bonds will be on file at the principal
office of the Authority.

PART 17 - SOURCES OF INFORMATION AND CERTIFICATIONS

Certain information concerning St. Lawrence-Lewis BOCES included in this Official Statement has been furnished
or reviewed and authorized for use by the Authority by such sources as described below. While the Authority believes
that these sources are reliable, the Authority has not independently verified this information and does not guarantee the
accuracy or completeness of the information furnished by the respective sources. The Authority is relying on certificates
from each source, to be delivered at or prior to the time of delivery of the Series 2007 Bonds, as to the accuracy of such
information provided or authorized by it.

St. Lawrence-Lewis BOCES. The information in “PART 4 — BOARDS OF COOPERATIVE EDUCATIONAL
SERVICES,” “PART 5—ST. LAWRENCE-LEWIS BOCES,” “PART 6 — THE PROJECT”, “PART 7—-ESTIMATED
SOURCES AND USES OF FUNDS” and “Appendix B — Financial Statements of St. Lawrence-Lewis BOCES” was
supplied by St. Lawrence-Lewis BOCES. The Authority believes that this informationisreliable, but the Authority makes
no representations or warranties whatsoever to the accuracy or completeness of this information.

The New York State Department of Education (the "Department"). The information contained herein relating to
BOCES generally and to the Department's participation in the transactions contemplated herein has been reviewed for
accuracy by the Department.The Authority believes that this information is reliable, but the Authority makes no
representations or warranties whatsoever to the accuracy or completeness of this information.

The information contained herein relating to , the Policy and “Appendix F —Specimen Insurance Policies,” has been
reviewed for accuracy by . The Authority believes that this information is reliable, but makes no representations or
warranties whatsoever to the accuracy or completeness of this information.

DTC. The information regarding DTC and DTC’s book-entry only system has been furnished by DTC. The Authority
believes that this information is reliable, but makes no representations or warranties whatsoever to the accuracy or
completeness of this information.

Bond Counsel. “Appendix A - Definitions”, “Appendix C - Summary of Certain Provisions of the Agreement”,
“Appendix D - Summary of Certain Provisions of the Master Resolution” and “Appendix E—Form of Approving Opinion
of Bond Counsel” have been prepared by Nixon Peabody LLP, New York, New York, Bond Counsel.

Independent Auditors. “Appendix B — Financial Statements of St. Lawrence-Lewis BOCES” have been prepared by
Hooper and Van House, CPA, St. Lawrence-Lewis BOCES’ independent auditors.

The Authority. The Authority provided the balance of the information in or appended to this Official Statement, except
as otherwise specifically noted herein.

The Authority will certify that, both as of the date of this Official Statement and on the date of delivery of the Series
2007 Bonds, the information contained in this Official Statement is and will be fairly presented in all material respects,
and that this Official Statement does not and will not contain any untrue statement of a material fact or omit to state a
material fact necessary in order to make the statements contained therein, in the light of the circumstances under which
they were made, not misleading (it being understood that the Authority has relied upon and has not undertaken
independently to verify the information contained in this Official Statement relating to St. Lawrence-Lewis BOCES, but
which information the Authority has no reason to believe is untrue or incomplete in any material respect).

The references herein to the Act, other laws of the State, the Resolutions, the Agreement and the Agreement of Lease
are brief outlines of certain provisions thereof. Such outlines do not purport to be complete and reference should be made
to each for a full and complete statement of its provisions. The agreements of the Authority with the registered owners
of the Series 2007 Bonds are fully set forth in the Master Resolution, and neither any advertisement of the Series 2007
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Bonds nor this Official Statement is to be construed as a contract with the purchasers of the Series 2007 Bonds. So far
as any statements are made in this Official Statement involving matters of opinion or an estimate, whether or not expressly
so stated, they are intended merely as such and not as representations of fact. Copies of the documents mentioned in this
paragraph are on file at the offices of the Authority and the Trustee.

The execution and delivery of this Official Statement by an Authorized Officer have been duly authorized by the
Authority.

DORMITORY AUTHORITY OF
THE STATE OF NEW YORK

By:_/s/ David D. Brown IV
Authorized Officer
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DEFINITIONS

The following are definitions of certain of the terms defined herein, or in the Master
Resolution, as amended by the First Supplemental Resolution, or the Agreement and used in this
Official Statement.

Accreted Value means with respect to any Capital Appreciation Bond (i) as of any
Valuation Date, the amount set forth for such date in the Series Resolution authorizing such
Capital Appreciation Bond or the Bond Series Certificate relating to such Bond and (ii) as of any
date other than a Valuation Date, the sum of (a) the Accreted Value on the preceding Valuation
Date and (b) the product of (1) a fraction, the numerator of which is the number of days having
elapsed from the preceding Valuation Date and the denominator of which is the number of days
from such preceding Valuation Date to the next succeeding Valuation Date, calculated based on
the assumption that Accreted Value accrues during any semi-annual period in equal daily
amounts on the basis of a year of twelve (12) thirty-day months, and (2) the difference between
the Accreted Values for such Valuation Dates.

Act means the Dormitory Authority Act, being and constituting Title 4 of Article 8 of the
Public Authorities Law of the State, as amended.

Administrative Expenses means expenses incurred by the Authority in carrying out its
duties under the Agreement and under the Master Resolution, the BOCES Lease, and any other
document, instrument, agreement, law, rule or regulation related to any Leased Property
including, without limitation, accounting, administrative, financial advisory and legal expenses
incurred in connection with the financing and construction of the Project, the fees and expenses of
the Trustee, any Paying Agents or any other fiduciaries acting under the Master Resolution, the
fees and expenses of any Facility Provider, the costs and expenses incurred in connection with the
determination of the rate at which a Variable Interest Rate Bond is to bear interest and the
remarketing of such Bond, the cost of providing insurance with respect to the Leased Property
and the Project, judgments or claims payable by the Authority for the payment of which the
Authority has been indemnified or held harmless pursuant to the Agreement, but only to the
extent that moneys in the Construction Fund are not available therefor, and expenditures to
compel full and punctual performance of the BOCES Lease, the Agreement, or any document,
instrument or agreement related thereto in accordance with its terms.

Agreement means the Lease and Agreement between the Authority and a BOCES. In
connection with the issuance of an Applicable Series of Bonds, as from time to time amended or
supplemented in accordance with the terms of the provisions thereof and the Master Resolution.

Agreement of Lease (or "BOCES Lease") means the Agreement of Lease, dated as May
4, 2007, between BOCES and the Authority entered into in connection with the issuance of the
Series 2007 Bonds, as from time to time amended or supplemented in accordance with the terms
of the provisions thereof.

Annual Administrative Fee when used with respect to any Bond Year, means a share of
the general overhead and administrative expenditures of the Authority reasonably allocated to the
Project for such Bond Year by the Authority in accordance with a formula approved by the
Comptroller of the State of New York.

Applicable means (i) with respect to any Construction Fund, Arbitrage Rebate Fund,
Building and Equipment Reserve Fund, Debt Service Fund, Debt Service Reserve Fund, the fund

A-3



so designated and established by an Applicable Series Resolution authorizing an Applicable
Series of Bonds relating to a particular Project, (ii) with respect to any Debt Service Reserve
Fund Requirement, the said Requirement established in connection with a Series of Bonds by the
Master Resolution or the Applicable Series Resolution, (iii) with respect to any Series Resolution,
the Series Resolution relating to a particular Series of Bonds, (iv) with respect to any Series of
Bonds, the Series of Bonds issued under a Series Resolution for a particular Project for a BOCES,
(v) with respect to any Agreement or Lease Agreement, the Applicable Agreement or Applicable
Lease Agreement, as the case may be, entered into by and between a BOCES and the Authority,
relating to all Projects for a particular BOCES, (vii) with respect to a Credit Facility or Liquidity
Facility, the Credit Facility or Liquidity Facility identified in the Applicable Series Resolution,
(viii) with respect to a Bond Series Certificate, such certificate authorized pursuant to an
Applicable Series Resolution, (ix) with respect to a Reserve Fund Facility and a Facility Provider,
a Reserve Fund Facility which constitutes all or any part of the Debt Service Reserve Fund
Requirement in connection with an Applicable Series of Bonds or the Facility Provider thereof,
and (x) with respect to Revenues and Pledged Revenues, the amounts payable to the Authority on
account of a Series of Bonds.

Appreciated Value means with respect to any Deferred Income Bond (i) as of any
Valuation Date, the amount set forth for such date in the Applicable Series Resolution authorizing
such Deferred Income Bond or in the Bond Series Certificate relating to such Bond and (ii) as of
any date other than a Valuation Date, the sum of (a) the Appreciated Value on the preceding
Valuation Date and (b) the product of (1) a fraction, the numerator of which is the number of days
having elapsed from the preceding Valuation Date and the denominator of which is the number of
days from such preceding Valuation Date to the next succeeding Valuation Date, calculated based
on the assumption that Appreciated Value accrues during any semiannual period in equal daily
amounts on the basis of a year of twelve (12) thirty-day months, and (2) the difference between
the Appreciated Values for such Valuation Dates, and (iii) as of any date of computation on and
after the Interest Commencement Date, the Appreciated Value on the Interest Commencement
Date.

Arbitrage Rebate Fund means each such fund so designated, created and established by
the Applicable Series Resolution pursuant to the Master Resolution.

Authority means the Dormitory Authority of the State of New York, a body corporate and
politic constituting a public benefit corporation of the State created by the Act, or any body,
agency or instrumentality of the State which shall succeed to the rights, powers, duties and
functions of the Authority.

Authorized Officer means (i) in the case of the Authority, the Chairman, the Vice-
Chairman, the Treasurer, an Assistant Treasurer, the Secretary, an Assistant Secretary, the
Executive Director, the Deputy Executive Director, the Chief Financial Officer, the General
Counsel, the Chief Information Officer, and a Managing Director, and when used with reference
to any act or document also means any other person authorized by a resolution or the by-laws of
the Authority to perform such act or execute such document; (ii) in the case of a BOCES, when
used with reference to any act or document, means the person identified herein or in the
Applicable Agreement or Applicable Lease Agreement as authorized to perform such act or
execute such document, and in all other cases means the Superintendent or an officer or employee
of a BOCES authorized in a written instrument signed by the Superintendent; and (iii) in the case
of the Trustee, the President, a Vice President, a Corporate Trust Officer, an Assistant Corporate
Trust Officer, a Trust Officer or an Assistant Trust Officer of the Trustee, and when used with
reference to any act or document also means any other person authorized to perform any act or
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sign any document by or pursuant to a resolution of the Board of Directors of the Trustee or the
by-laws of the Trustee.

Basic Rent means that portion of the Rentals payable pursuant to the Applicable
Agreement.

BOCES means the Board of Cooperative Educational Services for the Sole Supervisory
District of St. Lawrence and Lewis Counties with respect to the Series 2007 Bonds and with
respect to an Applicable Series of Bonds, the board of cooperative educational services for whose
benefit the Authority will have issued such Series and with whom the Authority will have
executed an Agreement and Lease Agreement.

BOCES Lease means that certain Agreement of Lease, dated as of May 4, 2007, by and
between the BOCES, as lessor, and the Authority, as lessee, as it may be from time to time
amended, modified and supplemented.

Bond or Bonds means any of the bonds of the Authority, including the Series 2007
Bonds, authorized and issued pursuant to the Master Resolution and to an Applicable Series
Resolution.

Bond Counsel means an attorney or a law firm, appointed by the Authority with respect
to a particular Series of Bonds, having a national reputation in the field of municipal law whose
opinions are generally accepted by purchasers of municipal bonds.

Bond Series Certificate means the certificate of an Authorized Officer of the Authority,
including the Series 2007 Bond Series Certificate, fixing terms, conditions and other details of
Bonds of an Applicable Series in accordance with the delegation of power to do so under the
Master Resolution or under the Applicable Series Resolution authorizing the issuance of such
Bonds.

Bond Year means a period of twelve (12) consecutive months beginning August 15 in any
calendar year and ending on August 14 of the succeeding calendar year.

Bondholder, Holder of Bonds or Holder or any similar term, when used with reference to
a Bond or Bonds, means the registered owner of any Bond.

Building and Equipment Reserve Fund means the fund so designated and established by
the Applicable Series Resolution pursuant to the Master Resolution.

Business Day means any day which is not a Saturday, Sunday or a day on which banking
institutions chartered by the State or the United States of America are legally authorized to close
in The City of New York; provided, however, that, with respect to Option Bonds or Variable
Interest Rate Bonds of a Series, such term means any day which is not a Saturday, Sunday or a
day on which the New York Stock Exchange, banking institutions chartered by the State or the
United States of America, the Trustee or the issuer of a Credit Facility or Liquidity Facility for
such Bonds are legally authorized to close in The City of New York.

Capital Appreciation Bond means any Bond as to which interest is compounded on each
Valuation Date therefor and is payable only at the maturity or prior redemption thereof.



Construction Fund means each such fund so designated, created and established by the
Applicable Series Resolution pursuant to the Master Resolution.

Cost or Costs of Issuance means the items of expense incurred in connection with the
authorization, sale and issuance of an Applicable Series of Bonds, which items of expense will
include, but not be limited to, document printing and reproduction costs, filing and recording fees,
costs of credit ratings, initial fees and charges of the Trustee or a Depository, legal fees and
charges, professional consultants’ fees, fees and charges for execution, transportation and
safekeeping of such Bonds, premiums, fees and charges for insurance on Bonds, commitment
fees or similar charges of a Remarketing Agent or relating to a Credit Facility or a Liquidity
Facility, costs and expenses of refunding such Bonds and other costs, charges and fees, including
those of the Authority, in connection with the foregoing.

Cost or Costs of the Project means with respect to an Applicable Project costs and
expenses or the refinancing of costs and expenses determined by the Authority to be necessary in
connection with the Project, including, but not limited to, (i) costs and expenses of the acquisition
of the title to or other interest in real property, including easements, rights-of-way and licenses,
(i1) costs and expenses incurred for labor and materials and payments to contractors, builders and
materialmen, for the acquisition, construction, reconstruction, rehabilitation, repair and
improvement of such Project, (iii) the cost of surety bonds and insurance of all kinds, including
premiums and other charges in connection with obtaining title insurance, that may be required or
necessary prior to completion of such Project, which is not paid by a contractor or otherwise
provided for, (iv) the costs and expenses for design, test borings, surveys, estimates, plans and
specifications and preliminary investigations therefor, and for supervising such Project, (v) costs
and expenses required for the acquisition and installation of furnishings, equipment, machinery
and apparatus, (vi) all other costs which the Applicable BOCES or the Authority will be required
to pay or cause to be paid for the acquisition, construction, reconstruction, rehabilitation, repair,
improvement and equipping of such Project, (vii) any sums required to reimburse the BOCES or
the Authority for advances made by them for any of the above items or for other costs incurred
and for work done by them in connection with such Project (including interest on borrowed
money), (viii) interest on the Bonds prior to, during and for a reasonable period after completion
of the acquisition, construction, reconstruction, rehabilitation, repair, improvement or equipping
of such Project, and (ix) fees, expenses and liabilities of the Authority incurred in connection with
such Project or pursuant hereto or to the Applicable Agreement, Applicable Lease Agreement, a
Credit Facility, a Liquidity Facility or a Remarketing Agreement.

Credit Facility means an irrevocable letter of credit, surety bond, loan agreement,
Standby Purchase Agreement, municipal bond insurance policy or other agreement, facility or
insurance or guaranty arrangement issued or extended by a bank, a trust company, a national
banking association, an organization subject to registration with the Board of Governors of the
Federal Reserve System under the Bank Holding Company Act of 1956 or any successor
provisions of law, a federal branch pursuant to the International Banking Act of 1978 or any
successor provisions of law, a domestic branch or agency of a foreign bank which branch or
agency is duly licensed or authorized to do business under the laws of any state or territory of the
United States of America, a savings bank, a savings and loan association, an insurance company
or association chartered or organized under the laws of any state of the United States of America,
the Government National Mortgage Association or any successor thereto, the Federal National
Mortgage Association or any successor thereto, or any other federal agency or instrumentality
approved by the Authority, pursuant to which the Authority is entitled to obtain moneys to pay
the principal, purchase price or Redemption Price of Bonds due in accordance with their terms or
tendered for purchase or redemption, plus accrued interest thereon to the date of payment,
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purchase or redemption thereof, in accordance with the Master Resolution and with the Series
Resolution authorizing such Bonds or a Bond Series Certificate, whether or not the Authority is in
default under the Master Resolution.

Debt Service Fund means each such fund so designated, created and established by the
Applicable Series Resolution pursuant to the Master Resolution.

Debt Service Reserve Fund means each such fund so designated, created and established
by the Applicable Series Resolution pursuant to the Master Resolution.

Debt Service Reserve Fund Requirement means, as of any particular date of computation,
with respect to Bonds of a Series, one-half of the amount equal to the greatest amount required in
the then current or any future calendar year to pay the sum of the principal and Sinking Fund
Installments, if any, of and interest on such Series of Outstanding Bonds payable during such
year, excluding interest accrued thereon prior to August 15 of the next preceding year, except that
if, upon the issuance of a Series of Bonds, such amount would require moneys, in an amount in
excess of the maximum amount permitted under the Code to be deposited therein from the
proceeds of such Bonds, to be deposited therein, the Debt Service Reserve Fund Requirement will
mean an amount equal to the maximum amount permitted under the Code to be deposited therein
from the proceeds of such Bonds, as certified by an Authorized Officer of the Authority;
provided, however, that for purposes of this definition (a) the principal and interest portions of the
Accreted Value of a Capital Appreciation Bond and the Appreciated Value of a Deferred Income
Bond becoming due at maturity or by virtue of a Sinking Fund Installment will be included in the
calculations of interest and principal payable on August 15 of the year in which such Capital
Appreciation Bond or Deferred Income Bond matures or in which such Sinking Fund Installment
is due, (b) an Option Bond Outstanding during any Bond Year will be assumed to mature on the
stated maturity date thereof, and (c) it will be assumed that a Variable Interest Rate Bond, prior to
its conversion to bear interest at a fixed rate to its maturity, bears interest during any year at the
higher of (1) a fixed rate of interest equal to that rate, as estimated by an Authorized Officer of
the Authority, after consultation with the remarketing agent, if any, for such Variable Interest
Rate Bond if it is also an Option Bond or, if it is not, with an investment banking firm which is
regularly engaged in the underwriting of or dealing in bonds of substantially similar character, on
a day not more than twenty (20) days prior to the date of initial issuance of such Variable Interest
Rate Bond, which such Variable Interest Rate Bond would have had to bear to be marketed at par
on such date as a fixed rate obligation maturing on the maturity date of such Variable Interest
Rate Bond, and (2) a rate, not less than the initial rate of interest on such Variable Interest Rate
Bond, set forth in or determined pursuant to a formula set forth in the Applicable Series
Resolution authorizing such Variable Interest Rate Bond or in the Applicable Bond Series
Certificate relating to such Bond, and (d) if a Variable Interest Rate Bond will be converted to a
fixed rate Bond for the remainder of the term thereof and as a result of such conversion a
deficiency will be created in the Debt Service Reserve Fund, the Debt Service Reserve Fund
Requirement will be calculated so as to exclude the amount of such deficiency and the Debt
Service Reserve Fund Requirement will be increased in each of the five (5) years after the date of
such conversion by an amount which will be equal to twenty per centum (20%) of the aforesaid
deficiency.

Defeasance Security means (a) a direct obligation of the United States of America, an
obligation the principal of and interest on which are guaranteed by the United States of America
(other than an obligation the payment of the principal of which is not fixed as to amount or time
of payment), an obligation to which the full faith and credit of the United States of America are
pledged (other than an obligation the payment of the principal of which is not fixed as to amount
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or time of payment) and a certificate or other instrument which evidences the ownership of, or the
right to receive all or a portion of the payment of the principal of or interest on, direct obligations
of the United States of America, which, in each case, is not subject to redemption prior to
maturity other than at the option of the holder thereof or which has been irrevocably called for
redemption on a stated future date or (b) an Exempt Obligation (i) which is not subject to
redemption prior to maturity other than at the option of the holder thereof or as to which
irrevocable instructions have been given to the trustee of such Exempt Obligation by the obligor
thereof to give due notice of redemption and to call such Exempt Obligation for redemption on
the date or dates specified in such instructions and such Exempt Obligation is not otherwise
subject to redemption prior to such specified date other than at the option of the holder thereof,
(i1) which is secured as to principal and interest and redemption premium, if any, by a fund
consisting only of cash or direct obligations of the United States of America which fund may be
applied only to the payment of such principal of and interest and redemption premium, if any, on
such Exempt Obligation on the maturity date thereof or the redemption date specified in the
irrevocable instructions referred to in clause (i) above, (iii) as to which the principal of and
interest on the direct obligations of the United States of America which have been deposited in
such fund, along with any cash on deposit in such fund, are sufficient to pay the principal of and
interest and redemption premium, if any, on such Exempt Obligation on the maturity date or dates
thereof or on the redemption date or dates specified in the irrevocable instructions referred to in
clause (i) above, and (iv) which are rated by a Rating Agency in the highest rating category of
each such rating service for such Exempt Obligation; provided, however, that such term shall not
mean any interest in a unit investment trust or mutual fund.

Deferred Income Bond means any Bond as to which interest accruing thereon prior to the
Interest Commencement Date of such Bond is compounded on each Valuation Date for such
Deferred Income Bond, and as to which interest accruing after the Interest Commencement Date
is payable semiannually on February 15 and August 15 of each Bond Year.

Depository means The Depository Trust Company, New York, New York, a limited
purpose trust company organized under the laws of the State, or its nominee, or any other person,
firm, association or corporation designated in the Series Resolution authorizing a Series of Bonds
or a Bond Series Certificate relating to a Series of Bonds to serve as securities depository for the
Bonds of such Series.

Environmental Laws means the federal, state, county and local statutes, ordinances and
regulations, as may be independently applicable or applied to all or any part of the Leased
Property by any governmental authority or any permit or approval applicable to all or any part of
the Leased Property, pertaining to the protection of human health and the environment, including
without limitation, those pertaining to the discharge of pollutants to surface and ground water,
emissions to the air and contamination of soil or groundwater by Hazardous Substances.

Exempt Obligation means (i) an obligation of any state or territory of the United States of
America, any political subdivision of any state or territory of the United States of America, or any
agency, authority, public benefit corporation or instrumentality of such state, territory or political
subdivision, the interest on which is excludable from gross income under Section 103 of the
Code, which is not a “specified private activity bond” within the meaning of Section 57(a)(5) of
the Code, and which, at the time an investment therein is made or such obligation is deposited in
any fund or account under the Master Resolution, is rated, without regard to qualification of such
rating by symbols such as “+” or “~” and numerical notation, in the second highest rating
category of each Rating Agency rating such obligation, or, if such obligation is not rated by a
Rating Agency, has been assigned a comparable rating by another nationally recognized rating
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service or (ii) United States Treasury Demand Deposit Certificates of Indebtedness — State and
Local Government Series, to the extent treated as a tax exempt obligation for purposes of Section
148 of the Code.

Facility Provider means the issuer of a Credit Facility, a Liquidity Facility or a Reserve
Fund Facility delivered to the Applicable Trustee pursuant to the Master Resolution.

Fitch means Fitch, Inc., a corporation organized and created under the laws of the State
of Delaware and its successors and assigns.

Government Obligation means a direct obligation of the United States of America, an
obligation the principal of and interest on which are guaranteed by the United States of America,
an obligation (other than an obligation the payment of the principal of which is not fixed as to
amount or time of payment) to which the full faith and credit of the United States of America are
pledged, an obligation of any federal agency approved by the Authority, a certificate or other
instrument which evidences the ownership of, or the right to receive all or a portion of the
payment of the principal of or interest on, direct obligations of the United States of America or a
share or interest in a mutual fund, partnership or other fund wholly comprised of such obligations.

Interest Commencement Date means, with respect to any particular Deferred Income
Bond, the date prior to the maturity date thereof specified in the Applicable Series Resolution
authorizing such Bond or in the Bond Series Certificate relating to such Bond, after which interest
accruing on such Bond will be payable on the interest payment date immediately succeeding such
Interest Commencement Date and semi-annually thereafter on February 15 and August 15 of each
Bond Year.

Investment Agreement means an agreement for the investment of moneys with a
Qualified Financial Institution.

Lease Agreement means the Agreement of Lease between the Authority and a BOCES in
connection with the issuance of an Applicable Series of Bonds, as from time to time amended or
supplemented in accordance with the terms of the Master Resolution and of the Lease Agreement.

Leased Property means the real property described in Exhibit A to the Agreement, the
buildings and improvements situated thereon or from time to time erected thereon and the
Personal Property now or hereafter situated on or used in connection therewith (but only to the
extent such Personal Property is financed with the proceeds of Bonds) constituting “board of
cooperative educational services school facilities” as defined in the Act.

Liquidity Facility means an irrevocable letter of credit, surety bond, loan agreement,
Standby Purchase Agreement, line of credit or other agreement or arrangement issued or extended
by a bank, a trust company, a national banking association, an organization subject to registration
with the Board of Governors of the Federal Reserve System under the Bank Holding Company
Act of 1956 or any successor provisions of law, a federal branch pursuant to the International
Banking Act of 1978 or any successor provisions of law, a savings bank, a domestic branch or
agency of a foreign bank which branch or agency is duly licensed or authorized to do business
under the laws of any state or territory of the United States of America, a savings and loan
association, an insurance company or association chartered or organized under the laws of any
state of the United States of America, the Government National Mortgage Association or any
successor thereto, the Federal National Mortgage Association or any successor thereto, or any
other federal agency or instrumentality approved by the Authority, pursuant to which moneys are
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to be obtained upon the terms and conditions contained therein for the purchase or redemption of
Option Bonds tendered for purchase or redemption in accordance with the terms hereof and of the
Applicable Series Resolution authorizing such Bonds or the Applicable Bond Series Certificate
relating to such Bonds.

Master Resolution means the Master BOCES Program Lease Revenue Bond Resolution,
adopted by the Authority on August 15, 2001, as from time to time amended or supplemented by
Supplemental Resolutions or Series Resolutions in accordance with the terms and provisions
thereof.

Memorandum of Understanding means the Memorandum of Understanding, among the
Authority, the New York State Department of Education and the Office of State Comptroller
regarding the direct payment by the Comptroller of BOCES aid to the Trustee.

Moody’s means Moody’s Investors Service, a corporation organized and existing under
the laws of the State of Delaware, or its successors and assigns.

Option Bond means any Bond which by its terms may be tendered by and at the option of
the Holder thereof for redemption by the Authority prior to the stated maturity thereof or for
purchase thereof, or the maturity of which may be extended by and at the option of the Holder
thereof in accordance with the Series Resolution authorizing such Bonds or the Bond Series
Certificate related to such Bonds.

Outstanding, when used in reference to Bonds, means, as of a particular date, all Bonds
authenticated and delivered under the Master Resolution and under any Applicable Series
Resolution except: (i) any Bond canceled by the Applicable Trustee at or before such date; (ii)
any Bond deemed to have been paid in accordance with the Master Resolution; (iii) any Bond in
lieu of or in substitution for which another Bond will have been authenticated and delivered
pursuant to the Master Resolution; and (iv) Option Bonds tendered or deemed tendered in
accordance with the provisions of the Series Resolution authorizing such Bonds or the Bond
Series Certificate related to such Bonds on the applicable adjustment or conversion date, if
interest thereon will have been paid through such applicable date and the purchase price thereof
will have been paid or amounts are available for such payment as provided in the Agreement and
in the Series Resolution authorizing such Bonds.

Paying Agent means, with respect to the Bonds of any Series, the Trustee and any other
bank or trust company and its successor or successors, appointed pursuant to the provisions of the
Master Resolution or of a Series Resolution, a Bond Series Certificate or any other resolution of
the Authority adopted prior to authentication and delivery of the Series of Bonds for which such
Paying Agent or Paying Agents will be so appointed.

Permitted Encumbrances means and includes:

1. the lien of taxes and assessments and water and sewer rents and charges
which are not yet due and payable;

2. rights reserved to or vested in any municipality or governmental or other
public authority to control or regulate or use in any manner any portion of the Leased Property
which do not materially impair the use of the Leased Property for the purposes for which it is or
may reasonably be expected to be held;

A-10



3. minor defects and irregularities in the title to the Leased Property which
do not in the aggregate materially impair the use of the Leased Property for the purposes for
which it is or may reasonably be expected to be held;

4. easements, exceptions or reservations for the purpose of pipelines,
telephone lines, telegraph lines, power lines and substations, roads, streets, alleys, highways,
railroad purposes, drainage and sewerage purposes, dikes, canals, laterals, ditches, the removal of
oil, gas, coal or other minerals, and other like purposes, or for the joint or common use of real
property, facilities and equipment, which do not materially impair the use of such property for the
purposes for which it is or may reasonably be expected to be held;

5. present or future valid zoning laws and ordinances;

6. any purchase money security interests in any Personal Property, other
than with respect to Personal Property financed with the proceeds of the Bonds and any
replacements thereof;

7. all other matters of record and state of title at the commencement date of
the Agreement, rights of parties in possession and any state of facts which an accurate survey or
physical inspection would show;

8. the BOCES Lease;

9. those matters referred to in any title insurance policy with respect to the
Leased Property and accepted by the Authority; and

10. such other encumbrances or items to which the BOCES will have
consented in writing signed by an Authorized Officer.

Personal Property means all articles of tangible personal property of every kind and
description presently located or hereafter placed on or used in connection with the management or
operation of the Leased Property other than those which, by the nature of their attachment to the
Leased Property become real property pursuant to applicable law, including all escalators and
elevators; all heating, ventilating, and air-conditioning equipment; all appliances, apparatus,
machinery, motors and electrical equipment; all interior and exterior lighting equipment; all
telephone, intercom, audio, music and other sound reproduction and communication equipment;
all floor coverings, carpeting, wall coverings, drapes, furniture, trash containers, carts, decorative
plants, planters, sculptures, fountains, artwork and other mall, common area, auditorium and
office furnishings; all plumbing fixtures, facilities and equipment; all cleaning, janitorial, lawn,
landscaping, disposal, firefighting, sprinkler and maintenance equipment and supplies; all books,
records, files financial and accounting records relating to the ownership, operation or
management of the Project; all drawings, plans and specifications relating to the improvements;
and all other personal property whether similar or dissimilar to the foregoing which is now or in
the future used in the ownership, operation or management of the Project, including all additions
thereto, proceeds received upon voluntary or involuntary disposition thereof, and all renewals or
replacements thereof or articles in substitution therefor.

Plans and Specifications means the final design for the Project, including a complete set
of architectural, structural, HVAC, plumbing, electrical, landscape and furniture and equipment
drawings, specifications and a shop drawings list which comply with all applicable laws, as well
as all required regulatory approvals and utility acceptances, together with any amendments
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thereto including increasing, decreasing or otherwise modifying the scope of the Project provided
that such amendments are approved in writing by the State Education Department and filed with
the Authority.

Pledged Revenues means the State funds that are pledged and assigned by a BOCES to
the Authority pursuant to an Applicable Agreement to secure the BOCES obligations under such
Agreement and that are required by the Act and the Education Law to be paid directly to the
Authority or the Applicable Trustee.

Prior Pledges means the liens, pledges, charges, encumbrances and security interests
made and given by a BOCES to secure prior obligations incurred by said BOCES, the
maintenance of which has been approved by the Authority.

Project means the acquisition, design, construction, reconstruction, rehabilitation,
improvement and equipping of “board of cooperative educational services school facilities” as
defined in the Act.

Qualified Financial Institution means (i) a securities dealer, the liquidation of which is
subject to the Securities Investors Protection Corporation or other similar corporation, (ii) a bank,
a trust company, a national banking association, a corporation subject to registration with the
Board of Governors of the Federal Reserve System under the Bank Holding Company Act of
1956 or any successor provisions of law, a federal branch pursuant to the International Banking
Act of 1978 or any successor provisions of law, a domestic branch or agency of a foreign bank
which branch or agency is duly licensed or authorized to do business under the laws of any state
or territory of the United States of America, a savings bank, a savings and loan association, an
insurance company or association chartered or organized under the laws of any state of the United
Stated of America, (iii) a corporation affiliated with or which is a subsidiary of any entity
described in (i) or (ii) above or which is affiliated with or a subsidiary of a corporation which
controls or wholly owns any such entity or (iv) the Government National Mortgage Association
or any successor thereto, the Federal National Mortgage Association or any successor thereto, or
any other federal agency or instrumentality approved by the Authority; provided, however, that
in the case of any entity described in (ii) or (iii) above, the unsecured or uncollateralized long-
term debt obligations of which, or obligations secured or supported by a letter of credit, contract,
agreement or surety bond issued by any such organization, at the time an Investment Agreement
is entered into by the Authority are rated, without regard to qualification of such rating by
symbols such as “+” or “—” or numerical notation, “A” or better by at least two Rating Agencies,
or, if such obligations are not rated by at least two Rating Agencies, have been assigned a
comparable rating by at least one Rating Agency, but in no event will such obligations be rated
lower than the lowest rating assigned by a Rating Agency to any Outstanding Bonds.

Rating Agency means on any date each of Fitch, Moody’s or S&P that then has, at the
request of the Authority, assigned a rating to the Applicable Series of Bonds, and any nationally
recognized rating service that has been designated as a rating service by the Authority for
purposes of the Master Resolution.

Redemption Price, when used with respect to a Bond, means the principal amount of such
Bond plus the applicable premium, if any, payable upon redemption prior to maturity thereof
pursuant to the Master Resolution or to the Applicable Series Resolution or Bond Series
Certificate.

Rentals means the rent payable under the Agreement.



Reserve Fund Facility means a surety bond, insurance policy or letter of credit which
constitutes any part of the Debt Service Reserve Fund Requirement authorized to be delivered to
the Trustee pursuant to the Master Resolution.

Revenues means (i) the Basic Rent paid by a BOCES pursuant to the Agreement, (ii) the
Applicable Pledged Revenues and (iii) the right to receive the same and the proceeds thereof and
of such right.

S&P means Standard & Poor’s Ratings Series, a division of The McGraw-Hill
Corporation, or its successors and assigns.

Series means all of the Bonds authenticated and delivered on original issuance and
pursuant to the Master Resolution and to the Applicable Series Resolution authorizing such
Bonds as a separate Series of Bonds, and any Bonds thereafter authenticated and delivered in lieu
of or in substitution for such Bonds pursuant to the Master Resolution, regardless of variations in
maturity, interest rate, Sinking Fund Installments or other provisions.

Series Resolution means a resolution of the Authority, including the Series 2007
Resolution, authorizing the issuance of a Series of Bonds adopted by the Authority pursuant to
the Master Resolution.

Series 2007 Bond Series Certificate means the Certificate of an authorized officer of the
Authority, fixing terms, conditions and other details of the Series 2007 Bonds.

Series 2007 Resolution means the Series 2007 Resolution Authorizing Up to $11,000,000
Master BOCES Lease Program Revenue Bonds (St. Lawrence-Lewis Issue), Series 2007, adopted
by the Authority on March 28, 2007.

Sinking Fund Installment means, as of any date of calculation, when used with respect to
any Bonds of a Series, other than Option Bonds or Variable Interest Rate Bonds, so long as any
such Bonds are Outstanding, the amount of money required by the Master Resolution or by the
Series Resolution pursuant to which such Bonds were issued or by the Bond Series Certificate
relating thereto, to be paid on a single future August 15 for the retirement of any Outstanding
Bonds of said Series which mature after said future August 15, but does not include any amount
payable by the Authority by reason only of the maturity of a Bond, and said future August 15 is
deemed to be the date when a Sinking Fund Installment is payable and the date of such Sinking
Fund Installment and said Outstanding Bonds are deemed to be Bonds entitled to such Sinking
Fund Installment, and when used with respect to Option Bonds or Variable Interest Rate Bonds of
a Series, so long as such Bonds are Outstanding, the amount of money required by the Series
Resolution pursuant to which such Bonds were issued or by the Bond Series Certificate relating
thereto, to be paid on a single future date for the retirement of any Outstanding Bonds of said
Series which mature after said future date, but does not include any amount payable by the
Authority by reason only of the maturity of a Bond, and said future date is deemed to be the date
when a Sinking Fund Installment is payable and the date of such Sinking Fund Installment and
said Outstanding Option Bonds or Variable Rate Interest Bonds of such Series are deemed to be
Bonds entitled to such Sinking Fund Installment.

Supplemental Resolution means any resolution of the Authority amending or
supplementing the Master Resolution, any Applicable Series Resolution or any Supplemental
Resolution adopted and becoming effective in accordance with the terms and provisions of the
Master Resolution.



Term Bonds means, with respect to Bonds of a Series, the Bonds so designated in an
Applicable Series Resolution or an Applicable Bond Series Certificate and payable from Sinking
Fund Installments.

Trustee means the bank or trust company appointed as Trustee for the Bonds pursuant to
the Applicable Series Resolution or Applicable Bond Series Certificate and having the duties,
responsibilities and rights provided for in the Master Resolution with respect to such Series, and
its successor or successors and any other bank or trust company which may at any time be
substituted in its place pursuant to the Master Resolution.

Valuation Date means (i) with respect to any Capital Appreciation Bond, the date or
dates set forth in the Series Resolution authorizing such Bond or in the Bond Series Certificate
relating to such Bond on which specific Accreted Values are assigned to such Capital
Appreciation Bond, and (ii) with respect to any Deferred Income Bond, the date or dates prior to
the Interest Commencement Date and the Interest Commencement Date set forth in the Series
Resolution authorizing such Bond or in the Bond Series Certificate relating to such Bond on
which specific Appreciated Values are assigned to such Deferred Income Bond.

Variable Interest Rate means the rate or rates of interest to be borne by a Series of Bonds
or any one or more maturities within a Series of Bonds which is or may be varied from time to
time in accordance with the method of computing such interest rate or rates specified in the Series
Resolution authorizing such Bonds or the Bond Series Certificate relating to such Bonds, which
will be based on (i) a percentage or percentages or other function of an objectively determinable
interest rate or rates (e.g., a prime lending rate) which may be in effect from time to time or at a
particular time or times or (ii) a stated interest rate that may be changed from time to time as
provided in the Series Resolution authorizing such Bonds or the Bond Series Certificate relating
to such Bond; provided, however, that such variable interest rate may be subject to a Maximum
Interest Rate and a Minimum Interest Rate and that there may be an initial rate specified, in each
case as provided in such Series Resolution or a Bond Series Certificate; provided, further, that
such Series Resolution or Bond Series Certificate will also specify either (x) the particular period
or periods of time or manner of determining such period or periods of time for which each
variable interest rate will remain in effect or (y) the time or times at which any change in such
variable interest rate will become effective or the manner of determining such time or times.

Variable Interest Rate Bond means any Bond which bears a Variable Interest Rate;
provided, however, that a Bond the interest rate on which has been fixed for the remainder of the
term thereof will no longer be a Variable Interest Rate Bond.



Appendix B

FINANCIAL STATEMENTS OF
St. Lawrence-Lewis BOCES



Appendix B

(THIS PAGE INTENTIONALLY LEFT BLANK)

B-2



ST. LAWRENCE-LEWIS COUNTIES BOCES

FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION

JUNE 30. 2006




St. Lawrence-Lewis Counties BOCES

Table of Contents
June 30, 2006
Page(s)
Independent Auditors' Report 1-2
Management's Discussion and Analysis 3-13
Basic Financial Statements
Statement of Net Assets 14
Statement of Activities and Changes in Net Assets 15
Balance Sheet - Governmental Funds 7 16
Reconciliation of Governmental Funds Balance Sheet to Statement of
Net Assets 17
Statement of Revenues, Expenditures, and Changes in Fund Balances -
Governmental Funds 18
Reconciliation of Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances to Statement of Activities 19
Statement of Fiduciary Net Assets and Statement of Changes in
Fiduciary Net Assets 20
Notes to Basic Financial Statements 21-45
Required Supplementary Information
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget
(Non-GAAP Basis) and Actual - General Fund 46
Supplementary Information
Analysis of Account 431 - School Districts 47
Schedule of Revenues, Expenditures and Encumbrances Compared to Budget -
General Fund 48 - 49
Schedule of Capital Projects Fund - Project Expenditures and Financing Resources 50
Investment in Capital Assets, Net of Related Debt 51

%



St. Lawrence-Lewis Counties BOCES
Table of Contents
June 30, 2006

Federal Award Program Information

Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Required by Government Auditing Standards

Report on Compliance with Requirements Applicable to Each Major Program
and Internal Control over Compliance in Accordance with OMB
Circular A-133

Schedule of Expenditures of Federal Awards

Notes to Schedule of Expenditures of Federal Awards

Schedule of Findings and Questioned Costs

Auditors’ Report on Status of Prior Audit Findings

Auditors' Required Communications

Management Letter

Page(s)

52-53

54-55
56 - 57
58
59
60

61-63

64 - 66



_ HOOPER anD VAN HOUSE

Certified Public Accountants
Donald J. Hooper, CPA

Ronnie M. Van House, CPA
Derek R. Van House, CPA

MEMBERS
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT  cortIrbD FUBLIC ACCOUNTANTS

To the Board of Cooperative Educational Services
of St. Lawrence-Lewis Counties
Canton, New York 13617

We have audited the accompanying financial statements of the governmental activities and each
major fund of the St. Lawrence-Lewis Counties BOCES as of and for the year ended June 30,
2006, which collectively comprise the BOCES' basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the St. Lawrence-Lewis Counties
BOCES management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and cach major fund of the St.
Lawrence-Lewis Counties BOCES, as of June 30, 2006, and the respective changes in financial
position and, where applicable, cash flows, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 11, 2006 on our consideration of the St. Lawrence-Lewis Counties BOCES’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

202 Ford Street « Ogdensburg, New York 13669 « 315-393-7502 « Fax 315-393-9231




To the Board of Cooperative Educational Services
of St. Lawrence-Lewis Counties

The management’s discussion and analysis and budgetary comparison information on pages 3
through 13 and page 46 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the St. Lawrence-Lewis Counties BOCES's basic financial statements. The
supplementary information listed in the table of contents is presented for additional analysis and
are not a required part of the basic financial statements. Further, the accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and is also not a required part of the financial statements of the
St. Lawrence-Lewis Counties BOCES. Such information has been subjected to the auditing
procedures applied in the audit of the financial statements and, in our opinion, is fairly stated, in
all material respects, in relation to the financial statements taken as a whole.

HOOPER AND VAN HOUSE
Certifted Public Accountants

Ogdensburg, New York
QOctober 11, 2006



ST. LAWRENCE-LEWIS BOARD OF COOPERATIVE EDUCATIONAL SERVICES
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

The following is a discussion and analysis of the St. Lawrence-Lewis Board of Cooperative Educational
Services (BOCES) financial performance for the fiscal year ended June 30, 2006. This section is a summary
of the BOCES' financial activities based on currently known facts, decisions, or conditions. It is also based on
both the government-wide and fund-based financial statements. The results of the current year are discussed
in comparison with the prior year, with an emphasis placed on the current year. This section is only an
introduction and should be read in conjunction with the BOCES' financial statements, which immediately follow
this section.

ORGANIZATIONAL PURPOSE AND DETAILED MISSION

The BOCES is formed, pursuant to New York State Education Law, by two or more school districts and a
supervisory district for the purpose of providing various educational services on a cooperative or shared basis
which services would either be economically unfeasible or duplicative for each school district to provide for
itself. The State Legislature created Boards of Cooperative Educational Services in 1948 to operate as an
extension of the public schooi system. This BOCES is a cooperative and voluntary association of eighteen
school districts, encompassing a land area of over 2,500 square miles in Upstate New York with administration
offices located in the Village of Canton. Member school districts participate in specific programs and services
on a cost-sharing basis. In addition, they are eligible for state aid for all services they contract. The services
that BOCES offers caver the whole spectrum of public education:

Consolidated educational services and shared personnel, such as occupational and physical therapists;
Specialized curriculum, including occupational education courses, and curriculum development;
Administrative support personnel,
Technological support, such as the new distance learning network, which uses fiber-optic cables to
electronically connect school districts for audiovisual communication;

¢ Regicnal planning and coordination, which includes services such as the School Library System (an
automated, computerized interlibrary loan system), and other programs and events, including Odyssey
of the Mind and the School and Business Alliance;

» Community resource services, such as programs for mentally and physically handicapped students,
career education, adult GED and job skill courses, and English as a Second Language programs.

One of the unique aspects of the BOCES operation is the high degree of client representation in planning

and decision-making. This involvement assures that new services are developed to meet the specific needs of
the component schools while maintaining a price structure consistent with client wishes.

COMPONENT SCHOOL DISTRICTS

The compenent school districts that comprise the BOCES are as follows:

Brasher Falls Hammond Massena

Canton Harrisville Morristown
Cliftan-Fine Hermon-DeKalb Norwood-Norfolk
Colton-Pierrepont Heuvelton Ogdensburg
Edwards-Knox Lisbon Parishville-Hopkinton
Gouverneur Madrid-Waddington Potsdam



Management’s Discussion and Analysis June 30, 2006

FINANCIAL HIGHLIGHTS

e« The BOCES' total net assets of governmental activities decreased over $500 thousand which
represents a 3.25 percent decrease from fiscal year 2005 as a result of current year funding used for
capital additions and acquisitions.

General revenues accounted for $39.8 million in revenue, or 81.25 percent of all fiscal year 2006
revenues. Program specific revenues in the form of grants and contributions accounted for $9.07
million or 19.3 percent of total fiscal year 2006 revenues.

¢ Enroliment trends have consistently increased, even during the recent economic recession we've been
in the past few years. The Career and Technical Programs have experienced an enroliment of 1,045 in
fiscal year 2006 compared with 1005 in fiscal year 2005, or a 4 percent increase.

e The BOCES had approximately $48.3 million in expenses related to governmental activities; of which
$47.36 million of these expenses were offset by program specific charges for services, grants and
contributions. General revenues of $1.6 million were adequate to provide for the remaining costs of
these programs.

« The BOCES' total debt increased by $2.3 million during the fiscal year. The key factors are increases
in the lease-purchase obligations and amounts due to the State Retirement Systems, while the
unsettled employment contracts for the BOCES Teacher and Federation Associations decreased
slightly.

= The BOCES was successful in passing a Capital Canstruction Project by public referendum. The
renovations and alterations will total $10.5 million and involves health and safety and handicap
accessibility reconstruction at all the three technical centers.

Among major funds, the General Fund had $39.8 million in fiscal year 2006 revenues, which primarily
consisted of billings from our companent school districts, and $38.2 million in expenditures. The
General Fund does not carry a fund balance and all excess moneys are refunded in the subsequent
fiscal year to the component school districts. The BOCES does have some minimal reserves with the
largest reserves totaling $536,000 in the General Fund for employee benefit accrued liabilities, an
unemployment benefit account totaling approximately $514,000, and a retirement contribution reserve
account totaling $382,000, meanwhile, a technology equipment replacement reserve exists in the
Capital Fund of $264,000 at the end of fiscal year 2006.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: MD&A (this section), the basic financial statements, and
required supplementary information. The basic financial statements include two kinds of statements that
present different views of the BOCES.

The first two statements are BOCES-wide financial statements that provide both short-term and long-
term information about the BOCES' overall financial status.

* The remaining statements are fund financial statements that focus on individual parts of the BOCES,
reparting the BOCES’ operations in more delail than the BOCES-wide statements. The fund financial
statements concentrate on the BOCES’ most significant funds with all other non-major funds listed in
total in one column.

The governmental funds statements tell how basic services such as regular and special education were
financed in the short term as well as what remains for future spending.

Fiduciary funds statements provide information about the financial relationships in which the BOCES
acts solely as a trustee or agent for the benefit of others.
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The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. The statements are followed by a section of required supplementary infoarmation
that further explains and supports the financial statements with comparison of the BOCES' budget for the year.

Figure A-1 summarizes the major features of the BOCES' financial statements, including the portion of
the BOCES activities they cover and the types of information they contain. The remainder of this overview
section of MD&A highlights the structure and contents of each of the statements.

Figure A-1 __ Major Features of the BOCES-Wide and Fund Financial Statements

Fund Financial Statements

BOCES-Wide Governmental Funds Fiduciary Funds
Scope Entire BOCES (except The activities of the Instances in which the
Fiduciary funds) BOCES that are not BOCES administers

proprietary or fiduciary,
such as special education
and building maintenance

resources on behalf of
someone else, such as
scholarship programs and
student activities monies

Required financial
statements

* Statement of net assets
* Statement of activities

* Balance sheet

* Statement of revenues,
expenditures, and
changes in fund
balances

* Statement of fiduciary
net asset

* Statement of changes in
fiduciary net assets

Accounting basis and
measurement focus

Accrual accounting and
€conomic resources
focus

Modified accrual
accounting and current
financial focus

Accrual accounting and
economic resources
focus

Type of asset/liability
information

All assets and liabilities,

both financial and capital,

short-term and long term

Generally, assets
expected to be used up
and liabilities that come
due during the year or
soon thereafter; no
capital assets or long-
term liabilities included

All assets and liabilities,
both short-term and long-
term; funds do not
currently contain capital
assets, although they can

Type of inflow/outflow
information

All revenues and
expenses during year,
regardless of when cash
is received or paid

Revenues for which cash
is received during or soon
after the end of the year;
expenditures when goods
or services have been
received and the related
liability is due and
payable

All additions and
deductions during the
year, regardless of when
cash is received or paid

BOCES-Wide Statements

The BOCES-wide statements report information about the BOCES as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of the
BOCES assets and liabilities. All of the current year’s revenues and expenses are accourtted for in the
statement of activities regardless of when cash is received or paid,

The two BOCES-wide statements report the BOCES' net assets and how they have changed. Net
assets ~ the difference between the BOCES’ assets and liabilities - is one way to measure the BOCES'

financial health or position.
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e Qvertime, increases or decreases in the BOCES' net assets are an indicator of whether its financial
position is impraving or deteriorating, respectively.

s To assess the BOCES’ overall health, you need to consider additional non-financial factors such as
changes in the BOCES property tax base and the condition of school buildings and other facilities.

In the BOCES-wide financial statements, the BOCES' activities are shown as Governmental aclivities:
Most of the BOCES' basic services are included here, such as regular and special education,
transportation, and administration. Property taxes and State formula aid finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the BOCES' funds, focusing on
its most significant “major” funds — not the BOCES' as a whole. Funds are accounting devices the BOCES’
uses to keep track of specific sources of funding and spending on particular programs:

s Some funds are required by State law and by bond covenants

« The BOCES establishes other funds to control and to manage money for particular purposes (such as
repaying its long-term debts) or to show that it is properly using certain revenues (such as Federal
grants).

The BOCES has two kinds of funds:

« Governmental Funds: Most of the BOCES’ basic services are included in governmental funds, which
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in
and out and (2) the balances left at year end that available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine whether
there are maore or fewer financial resources that can be spent in the near future to finance the BOCES’
programs. Because this information does not encompass the additional long-term focus of the BOCES-
wide statements, additional information at the bottom of the governmental funds statements explains
the relationship (or differences) between them.

Fiduciary Funds: The BOCES is the trustee, or fiduciary, for assets that belong to others, such as the
scholarship fund and the student activities funds. The BOCES is responsible for ensuring that the
assets reported in these funds are used only for their intended purposes and by thase to whom the
assets belong. The BOCES excludes these activities from the BOCES-wide financial statements
because it cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE BOCES FUNDS

As noted earlier, the BOCES uses fund accounting to ensure and demonstrate compliance with

finance-related legal requirements.

Governmental funds: The focus of the BOCES’ governmental funds is to provide information on near-

term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
BOCES' financing requirements. In particular, unreserved fund balance may serve as a useful measure of the
BOCES' net resources available for spending at the end of the fiscal year.

The financial performance of the BOCES as a whole is reflected in its governmental funds. As the

BOCES completed the year, its governmental funds reported a combined fund balance of $1.2 million, an
increase of $250 thousand due primarily to the reduction in the unreserved-undesignated of $130 thousand, an
increase in the Unemployment Reserve of $125 thousand, an increase in the Employee Benefit accrued
liability reserve of $30 thousand, and a $130 thousand increase in the Capital Reserve. Approximately ($630
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thousand), or (34 percent) of the fund balance constitutes unreserved and undesignated fund balance, which is
available for refunding to the component school districts.

The remaining fund balance is reserved or designated to indicate that it is not available for spending
because it has already been committed as follows.

$264,000 for Technology equipment acquisitions
$382,000 for Reserve for Retirement Contributions
$ 9,000 for Inventory

$514,000 for Unemployment benefits

$537,000 for Past-employment benefit reserve
$120,000 for Capital Reserve

The General Fund is the principal operating fund of the BOCES. The increase in fund balance in the
General Fund for the fiscal year was approximately $150,000 a result of an increase in the Reserve for
Unemployment benefits of $120 thousand and an increase of $30 thousand in the post-employment benefit
reserve. The fund balance of the Special Revenue Funds showed a decrease of approximately $35,000 due
primarily to State approved rates for reimbursement increased to cover the cost of certain grant programs
between the current and previous fiscal years. Steps are currently underway to rectify the problem. The
Capital Project Fund showed a decrease of $25 thousand due to utilization of funds from the prior year on an
approved roof project. The School Lunch Fund showed a fund balance decrease of approximately $12,000.
The decrease was primarily a result of increased operation costs from the program areas.

Condensed Statement of Net Assets

Net assets may serve over time as a useful indicator of a government’s financial position. In the case
of the BOCES, assets exceeded liabilities by $15,064,099 as of June 30, 2006 and $15,569,834 as of June 30,

2005 respectively.

By far the largest portion of the BOCES' net assets (117 percent) reflects its investment in capital
assets (e.g., land and site improvements, buildings and fixtures, vehicles, furniture and equipment and
construction in progress), less any related debt used to acquire those assets that are still outstanding. The
BOCES uses these capital assets to provide services to its students; consequently, these assets are not
available for future spending. Although the BOCES' investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

The BOCES’ financial position is the product of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets.

The following table presents a condensed statement of net assets for the fiscal year ended June 30,
2006 and June 30, 2005 respectively.

June 30,2006 June 30, 2005 % Change

Amount Amount Amount
Current Assets 17,903,201 14,773,894 21.18%
Capital Assets, Net 18,481,519 18,823,655 1.82)%
Total Assets 36,384,720 33,597,549 8.295%
Current liabilities 17,518,674 14,318,663 22.35%
Long-term debt outstanding 3,802,047 3,709,052 2.51%
Total Liabilities 21,320,621 18,027,715 18.26%
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Net Assets:

Invested in capital assets, net of related debt 17,639,985 18,671,424 (5.52)%
Reserved for Capital 383,847 -0-

Unrestricted (deficit) {2,959.733) (3.101,590) 4.57%
Total Net Assets 15,064,099 $15,569.834 3.25)%

The foilowing are significant current year transactions that have had an impact on the Statement of Net
Assets:
* Increases in due to other Governments, retirement systems and other liabilities at June 30, 2006 by
$350 thousand.
Increases in accrued liabilities and payables by $740 thousand.
Amounts due Component Schools increased at June 30, 2006 by $645 thousand.
Increases in short-term notes payable by $1 million at June 30, 2006.
Increases in state aid due schaool districts at June 30, 2006 by $460 thousand
Increases in the Long Term Debt of BOCES by $100 thousand due to Contract Obligations.

Changes In Net Assets From Operating Results

The BOCES’ total revenues for the fiscal year ended June 30, 2006 and June 30, 2005, were $49 million
and $47.1 million respectively. The total cost of all programs and services was $47.6 million for the year ended
June 30, 2006 and $46.9 million for the year ended June 30, 2005. The following table presents a summary of
the changes in net assets from operating results for the fiscal years ended June 30, 2006 and June 30, 2005

respectively.

June 30, 2006 June 30, 2005 % Change
Amount Amount Amount
Revenues:
Program revenues:
Charges for services $ 554,614 $ 528,101 5.02%
Charges to components 37,658,917 36,046,390 4.47%
Charges to other BOCES 397,689 361,486 10.01%
State & Federal Aid 4,968,948 5,271,359 (5.74)%
General revenues:
Sale of property & compensation
for loss 121,799 117,908 3.3%
Investment income 229,132 110,675 107.03%
Miscellaneous 5,050,100 4622 328 9.25%
Total Revenues 48,981,199 $.47.058,247 4.09%
Expenses:
Instruction for handicapped 16,990,630 $ 17,275,085 {1.65)%
General & Occupational Instruction 11,904,019 11,169,890 6.57%
ltinerant services 3,456,105 3,421,434 1.01%
Other services 4,993,095 5,084,424 (2.67)%
Instructional Support Services 7,833,231 7,798,844 0.44%
Other expenses 251,567 237,496 5.92%
Capital expenditures 139,260 6,892 1920.6%
Support Services-Administrative 2,079,507 1,902,293 9.32%
Total Expenses 47,647,414 $ 46,896,358 1.6%
Increase in Net Assets 1,333,785 161,889 123.89%
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Reverue - June 30, 2006
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QOver the course of the year, the BOCES revised the annual expenditure budget for student and program
growth. Differences between the original budget and the final amended budget were slightly less than five
percent. The $1.9 million increase can be briefly summarized as follows:

» $75,000 in decreases allocated to special education services in the General Fund.

+ $1,100,000 in increases allocated to the School Improvement Program, aiternative education, shared
teacher, and increased enrallmentis in the Career and Tech services in the General Fund.

$900,000 in increases allocated to technology purchases for our component school districts.

A schedule showing the net costs of Governmental Activities is provided for budgetary purposes.

Net Costs of Governmental Activities

2006 2005 % 2006 2005 %
Total Cost | Total Cost of | Change | Net Costof | Net Costof [ Change
of Services Services Services Services
Instruction for Handicapped | $16,993,461 | $17,269,458 | (1.59)% | $13,146,984 | $13,997,149 | (6.07)%
General & Occupational 12,566,345 | 11,712,963 | 7.29% 10,292,860 9,549,557 | 7.78%
Instruction
Itinerant Services 3,456,105 3,421,434 1.01% 3,348,538 3,314,872 1.02%
Instructional Support Svcs. 7,453,326 7,371,823 1.11% 4,615,230 4,082,120 13.06%
Other Services 4,993,095 5,076,260 | (1.64)% | 4,993,095 4,808,691 3.83%
School Food Service Prog. 251,547 237,496 5.92% 188,648 179,789 4.93%
Administrative 2.112,789 1,941,022 8.85% 2,112,789 1,941,022 8.85%
Total Expenses $47,826,668 | $47,030,456 | 1.69% | $38,698,144 | $37,873,200| 2.18%

The cost of all governmental activities this year was $48.3 million.

Federal and State governments and charges for services subsidized certain programs with grants and
contributions and other local revenues of $9.1 million.

e Net cost of governmentai activities ($38.7 million), was financed by general revenues, which are made
up of primarily component district billings ($37.7 million) and miscellaneous and sale of property and
compensation for loss income ($1.4 million). Investment earnings accounted for $230,000 of funding.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets: As of June 30, 2006, the BOCES had invested $17.9 million in capital assets, including
school buildings, site improvements, fixtures, vehicles, and office, computer and shop equipment. This amount
represents a net increase prior to depreciation of $500 thousand from last year, primarily due to normal
additions and deletions to the Furniture, fixtures and equipment category. Total depreciation expense for the
year was $920 thousand.

The following schedule presents capital asset balances net of depreciation for the fiscal year ended June 30,
2006.
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Governmental Activities and Total BOCES

Beginning Ending % Change
Site Improvements $ 683,136 $ 643,021 (5.87)%
Buildings 14,241,193 14,027,820 (1.50)%
Fixtures 1,648,632 1,572,907 (4.59)%
Vehicles 205,304 270,862 31.93%
Equipment 1,338,271 859,671 (35.76)%
Capital Leases 130,824 530,943 305.85%
Total $ 18,247 360 $ 17,905,224 (1.87)%

OUTSTANDING LONG TERM DEBT:

At year-end, the BOCES had $6,584,912 in Municipal Leases and other long-term debt outstanding, of
which $2,782,865 is due within one year. The following table presents a summary of the BOCES’ outstanding
long-term debt for the fiscal year ended June 30, 2006

Beginning Ending % Change
Municipal Lease $ 1,539,744 $ 1,458,021 (5.31)%
Installment Purchases 152,231 841,533 452 .80%
Compensated Absences 1,166,277 1,125780 (3.47%
Contractual Obligations 1,441,200 1,188962 {(17.50)%
Due to Retirement Systems 1,750,506 1,970,616 12.57%
Total $ 6,049,958 $ 6,584,912 8.84%

The BOCES does not carry a Moody's rating currently, as no general obligation debt exists.

State statutes currently limit the amount of general obligation debt a BOCES may issue to a maximum
of the unencumbered constitutional debt limits remaining among the component districts. The current debt
limitation for the BOCES is substantially more than the BOCES outstanding general obligation debt.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

Many factors were considered by the BOCES’ administration during the process of developing the fiscal
year 2006-2007 budget. The primary factors were the BOCES’ student enroliments and program participation
by the component schools due to rising costs in salaries, fringe benefits and utilities. Also considered in the
development of the budget is the local economy with a rise on unemployment.

These indicators were considered when adopting the budget for fiscat year 2006-2007. Budgeted
expenditures in the General Fund increased 3.3 percent to $39,932,784 in fiscal year 2006-2007. Dramatic
increases in employee benefits and increased payroll are the primary reason for the increase, as each
component district faced these spiraling costs along with drastic cuts in state aid. We instituted a major
change for fiscal year 2006-2007 by taking our retiree insurance costs and transferring those costs from
program to the administrative budget allocation. This change will benefit the component districts with
increases in state aid during subsequent years.

The State of New York, like many other States, is facing some major budget deficits in the current fiscal
year and most probably in subsequent years as well. The largest portion of the state’s budget is to public
education. As the legislature wrestles with balancing the state budget, it would be unrealistic to expect that the
education allocation would keep up with inflation and possibly even decreased. As revenue sources shrink for
our component districts, their belt tightening affects our program participation. We experienced this with the
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development of the 2006-2007 budget, forcing us to layoff several staff members. After the dust has settled,
our components have added program services and most of the staff have been hired back. This is not to say
that the BOCES program participation won't be affected in the future year. It will take several years before the
local economy bounces back with healthy growth.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
averview of the BOCES' finances and to demonstrate the BOCES’ accountability for the resources it receives.
If you have questions about this report or need additional information, contact the Director of Financial Affairs,
St. Lawrence-Lewis Board of Cooperative Educational Services, PO Box 231, 139 State Street Road, Canton,
New York 13617.
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St. Lawrence-Lewis Counties BOCES
Statement of Net Assets
As of June 30, 2006

Assets
Current Assets
Cash $ 0602777
Receivables
Accounts receivable 786,249
Due from other funds 6
State and federal aid 7,041,034
Prepaid Expense 464,117
Inventories and prepaid items 9,018
Total current assets 17,903,201
Noncurrent assets
Land 576,295
Site improvements 802,292
Buildings and building improvements 15,436,960
Furniture, fixtures and equipment 4,452,474
Capital leases 809,018
Less: Accumulated depreciation (3,595,520)
Total noncurrent assets 18,481,519
Total assets 36,384,720
Liabilities
Current liabilities
Due to school districts 1,306,926
State aid due to school districts 5,795,875
Accounts payable 723,564
Accrued liabilities 1,356,435
Due to other governments 24,761
Due to teachers’ retirement system 1,374,554
Due to employees' retirement system 506,062
Deferred revenue 2,200
Short-term notes payable 5,500,000
Other liabilities 25,548
Current portion of long-term obligations 812,249
Total current liabilities 17,518,574
Noncurrent liabilities
Noncurrent portion of long-term obligations 3,802,047
Total non-current liabilities 3,802,047
Total liabilities 21,320,621
Net assets
Invested in capitat assets, net of related debt 17,639,585
Reserved for:
Capital 383,847
Unrestricted (deficit) (2,958,733)
Total net assets 15,064,099
Total liabilities and net assets $36,384,720
See notes to financial statements. 14




St. Lawrence-Lewis Counties BOCES

Statement of Activities and Changes in Net Assets
For the Year Ended June 30, 2006

Functions/Programs

Governmental activities
Administrative

Occupational instruction
Instruction for handicapped
linerant services

General instruction

Instructional support

Other services

School food service program
Fixed asset retirements (net)
Operating leases in long-term debt
Compensated absences - current year

Total Governmental Activities

See notes to financial statements.

Program Revenues

Net (Expense)}
Revenue
and Changes
in Net Assets

Operating
Charges for  Grants and Government
Expenses Services Contributions Activities
$ 2112789 $ 1,932,246 § - (180,543)
7,774,193 6,970,809 504,644 (298,740)
16,993,461 13,464,531 3,846,477 317,547
3,456,105 3,541,322 107,567 192,784
4,792,152 2,318,530 1,768,841 (704,781)
7,453,326 4,981,485 2,838,096 366,255
4,993,095 4,974,849 - (18,246)
251,547 52,978 62,899 (135,670)
162,861 - - (162,861)
355,342 - - (355,342)
(40,497) - - 40,497
48,304,374 38,236,750 9,128,524 (939,100)
General revenues
Sale of property and compensation for loss 99,712
Interest and investment earnings 229,132
Miscellaneous 1,287,081
Total General Revenues 1,615,925
Changes in net assets 676,825
Other changes in net assets
increase (decrease) (Note 15) (1,182,560)
Net assets - beginning of year 15,569,834
Net assets - end of year $ 15,064,099
15




Assets
Cash
Unrestricted
Restricted
Receivables
Accounts receivable
Due from other funds
State and federal aid
Prepaid expenses
Inventories

Total assets

Liabilities and Fund Balances
Liabilities
Due to school districts
State aid due to school districts
Accounts payable
Accrued liabilities
Due to other funds
Due to other governments
Due to teachers’ retirement system
Due to employees' retirement system
Deferred revenue
Short-term notes payable
Other liabilities

Total liabilities

Fund Balances
Unemployment insurance reserve

Employee benefit accrued liability reserve

Capital reserve

Retirement contribution reserve

Reserve for inventory

Unreserved - undesignated
Total fund balances

Total liabilities and fund balances

See notes to financial statements.

St. Lawrence-Lewis Counties BOCES
Balance Sheet - Governmental Funds
June 30, 2006

Total
Special School Capital Capital  Governmental
General Aid Lunch  Project#1 Project #2 Funds
$ 7773583 § 1,704 $10,013 $ - $ - $§ 7,785,300
1,433,623 - - 264,086 119,768 1,817,477
36,350 749,899 - - - 786,249
2,215,951 - - - - 2,215,951
5,795,875 1,245,022 137 - - 7,041,034
464,117 - - - - 464,117
- - 9,018 - - 9,018
17,718,499 1,996,625 19,168 264,086 119,768 § 20,116,146
1,306,926 - - - - 1,306,926
5,795,875 - - - - 5,795,875
449,756 270,585 3,223 - - 723,564
1,240,434 116,001 - - - 1,356,435
- 2,184,186 31,752 - 7 2,215,845
1,160 23,552 49 - - 24,761
1,374,554 - - - - 1,374,554
596,062 - - - - 596,062
2,200 - - - - 2,200
5,500,000 - - - - 5,500,000
18,908 7,040 - - - 25,948
16,285,875 2,601,364 35,024 - 7 18,822,270
514,711 - - - - 514,711
536,596 - - 536,596
- - - 264,086 119,761 383,847
382,317 - - - - 382,317
- - 9,018 - - 9,018
- (604,739) (24,874) - - (629,613)
1,433,624 (604,739) (15,856) 264,086 119,761 1,196,876

§ 17,719,499 § 1,996,625 $19,168 § 264,086 § 119,768 § 20,119,146
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St. Lawrence-Lewis Counties BOCES
Reconciliation of Governmental Funds Balance Sheet
to the Statement of Net Assets

June 30, 2006

Total Long-term Reclassifications Statement of
Governmental Assets, and Net Assets
Funds Liabilities Eliminations Totals
ASSETS
Cash
Unrestricted $ 7,785,300 $ $ $ 7,785,300
Restricted 1,817,477 1,817,477
Receivables
Accounts receivable 786,249 - - 786,249
Due from other funds 2,215,951 - (2,215,945) 6
State and federal Aid 7,041,034 - - 7,041,034
Prepaid expenses 464,117 - - 464,117
Inventories 9,018 - - 9,018
Land, buildings and equiprment (net) - 18,481,519 - 18,481,519
Total Assets 20,119,146 18,481,519 (2,215,945) 36,384,720
LIABILITIES
Payables
Due to school districts 1,306,926 - - 1,306,926
State aid due to school districts 5,795,875 - - 5,795,875
Accounts payable 723,564 - - 723,564
Accrued liabilities 1,356,435 - - 1,356,435
Due to other funds 2,215,945 - (2,215,945) -
Due to other governments 24,761 - - 24,761
Due to NYSTRS 1,374,554 - - 1,374,554
Due to NYSERS 586,062 - - 596,062
Deferred Revenue 2,200 - - 2,200
Short term notes payable 5,500,000 - - 5,500,000
Other liabilities 25,948 - - 25,948
Compensated absences - 1,125,780 - 1,125,780
Other long term debt - 3,488,516 - 3,488,516
Total Liabilities 18,922,270 4,614,296 (2,215,945) 21,320,621
FUND BALANCE/NET ASSETS
Total Fund Balance/Net Assets 1,196,876 13,867,223 - 15,064,099

Total Liabilittes and Fund Balance/Net Assets

$20,119,146 $ 18,481,519 $

(2,215,945) $ 36,384,720

See notes to financial statements.
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St. Lawrence-Lewis Counties BOCES
Statement of Revenues, Expenditures
and Changes in Fund Equity - Governmental Funds
For the Year Ended June 30, 2006

Special School Capital Capital  Governmental
General Aid Lunch  Project#1  Project #2 Funds

REVENUES
Charges for services $ 127,166 § 427,448 § $ - $ $ 554614
Charges to components 37,658,917 - - 37,658,917
Charges to other BOCES 397,689 - - 397 689
Interest and earnings 219,592 - 8,540 229,132
Sale of property and

compensation for loss 99,712 22,087 - - - 121,799
Miscellaneous 1,287,081 3,710,041 - - - 4,997,122
Siate sources - 1,727,631 3,161 - - 1,730,792
Federal sources - 3,178,418 59,738 - - 3,238,156
Sales - school lunch - - 52,978 - - 52,978

Total Revenues 39,790,157 9065625 115,877 9,540 - 48,981,199
EXPENDITURES
Administrative 2,079,507 - - - - 2,079,507
Occupational instruction 6,815,509 495,572 - - - 7,311,081
Instruction for handicapped 13,206,904 3,783,726 - - - 16,990,630
Itinerant services 3,348,538 107,567 - - - 3,456,105
General instruction 2,787,827 1,805,111 - - - 4,592,938
Instructional support 4,995,268 2,837,963 - - - 7,833,231
Other services 4,993,095 - - - - 4,993,095
Cost of sales - - 90,206 - - 90,206
Other expenses - - 161,341 - 20 161,361
Capital expenditures - - - - 139,260 136,260

Total Expenditures 38,226,648 9,020838 251,547 - 139,280 47,647 414
Excess {(Deficiency) of revenues

over expenditures 1,563,509 35,686 (135,670) 9,540 (135,280) 1,333,785
OTHER FINANCING SOURCES

AND USES
Operating transfers in - - 124,000 - 102,583 226,583
Operating transfers (out) (226,583) - - - - (226,583)

Total Other Sources {Uses) (226,583) - 124,000 - 102,583 -
Excess (Deficiency) of revenues

and other sources over

expenditures and other (uses) 1,336,926 35,686 {11,670) 9,540 {36,697} 1,333,785
Other changes in fund balance-

increase (decrease) (note 15) (1,182,560) - - - - {1,182,560)
Net increase {decrease) 154,366 35,686 (11,670) 9,540 (36,697) 151,225
Fund Balances - Beginning of year 1,279,258 {640,425} (4,186) 254,546 156,458 1,045,651
Fund Balances - End of year $1433,624 3(604,730) $(15856) § 264,086 % 119,761 S 1,196,876

See notes to financial statements. 18




St. Lawrence-Lewis Counties BOCES
Reconciliation of Governmental Funds Revenues, Expenditures, and Changes in
Fund Balance to the Statement of Activities
For the Year Ended June 30, 2006

Revenues

Charges for services

Charges for components

Charges to other BOCES

interest and earnings

Sale of property and compensation fer loss
Miscellaneous

State sources

Federal services

Sales school funch

Total Revenues

Expenditures/Expenses
Administrative
Occupational instruction
Instruction for handicapped
Itinerant services

Generai instruction
Instructional support

Other services

Cost of sales

Other expenses

Capital expenditures
Operating leases
Compensated absences - current year
Fixed asset retirement - net

Tatal Expenditures

Excess (Deficiency) Of Revenues
Over Expenditures

Other Sources and Uses
Operating transfers in
Operating transfers (out)

Total Other Sources (Uses)

Net Change For The Year

See notes to financial statements.

Total Long-term Capital Long-term  Statement of
Governmental Revenues, Related Debt Activities
Funds Expenses tems Transactions Totals
$ 554614 § - $ - $ - $ 554,614
37,658,917 - - - 37,658,917
397,689 - - - 397,689
229,132 - - - 229,132
121,799 - - - 121,799
4,997 122 - - - 4,997,122
1,876,775 - - - 1,876,775
3,092,173 - - - 3,092,173
52,978 - - - 52,978
48,981,199 48,981,199
2,079,607 33,282 2,112,789
7,311,081 463,112 7,774,193
16,990,630 2,831 16,993,461
3,456,105 - 3,456,105
4,592,938 199,214 4,792,152
7,833,231 (379,905) - 7.453,326
4,993,095 - - 4,993,095
90,206 - - 90,206
161,361 (20) - 161,341
139,260 (139,260) - -
- - 355,342 355,342
(40,497) (40,497)
162,861 - 162,861
47,647,414 - 342,115 314,845 48,304,374
1,333,785 - (342,115) (314,845) 676,825
226,583 - - - 226,583
(226,583) - - - (226,583)
$ 1,333,785 § - $(342,115) § (314,845) § 676,825
19
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St. Lawrence-Lewis Counties BOCES

Statement of Fiduciary Net Assets - Fiduciary Funds
June 30, 2006

Private
Purpose
Trusts Agency
ASSETS
Cash 3 $ 18,824
Accounts receivable -
Total Assets $ $ 18,824
LIABILITIES
Due to other funds $ $ 6
Other liabilities 18,818
Total Liabilities $ 18,824
NET ASSETS
Reserved for scholarships 3

Statement of Changes in Fiduciary Net Assets - Fiduciary Funds
For the Year Ended June 30, 2006

Private
Purpose
Trusts
ADDITIONS
Gifts and contributions $
Investment earnings
Total Additions
DEDUCTIONS
Scholarships and awards
Change in net Assets
Net Assets - Beginning of year
Net Assets - End of year $

See notes to financial statements. 20




St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Note 1 - Summary of significant accounting policies:

The financial statements of the St. Lawrence-Lewis Counties BOCES have been prepared in
conformity with generally accepted accounting principles {GAAP) as applied to government units.
Those principles are prescribed by the Governmental Accounting Standards Board (GASB),
which is the standard-setting body for establishing governmental accounting and financial reporting
principles. Significant accounting principles and policies used by the BOCES are described below:

A)

Reporting Entity

A Board of Cooperative Educational Services (BOCES) is a voluntary, cooperative
association of school districts in a geographic area that shares planning, services,
and programs that provide educational and support activities. There is no authority
or process by which a school district can terminate its status as a BOCES
component.

BOCES are organized under Section 1950 of the New York State Education Law. A
BOCES is considered a corporate body. Members of a BOCES Board are nominated
and elected by their component member boards in accordance with provisions of
Section 1950 of the New York State Education Law. All BOCES property is held by
the BOCES Board as a corporation (Section 1950(6)). In addition, BOCES Boards
also are considered municipal corporations to permit them to contract with other
municipalities on a cooperative basis under Section 119-n(a) of the New York State
General Municipal Law.

A BOCES' budget is comprised of separate budgets for administrative, program and
capital costs. Each component district's share of administrative and capital cost is
determined by resident public school district enrollment, as defined in the New York
State Education Law, Section 1950(4)(b}(7). In addition, component districts pay
tuition or a service fee for programs in which its students participate.

21
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B)

St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

BOCES provides instructional and support programs and services to the following
18 school districts in New York's St. Lawrence and Lewis Counties:

Brasher Falls CSD Canton CSD

Clifton-Fine CSD Colton-Pierrepont CSD
Edwards-Knox CSD Gouverneur CSD
Hammond CSD Harrisville CSD
Hermon-DeKalb CSD Heuvelton CSD

Lisbon CSD Madrid-Waddington CSD
Massena CSD Morristown CSD
Norwood-Norfolk CSD Ogdensburg City SD
Parishville-Hopkinton CSD Potsdam CSD

BOCES programs and services include special education, vocational education,
academic and alternative programs, summer schools, staff development, computer
services (management and instructional), educational communication, cooperative
purchasing and cooperative business office.

The accompanying financial statements present the activities of the BOCES. The
BOCES is not a component unit of another reporting entity.

The decision to include a potential component unit in the BOCES' reporting entity is
based on several criteria including legal standing, fiscal dependency, and financial
accountability. Based on the application of these criteria, no component units are
included in the BOCES' reporting entity.

Basis of Presentation

1)

District-wide Statements

The Statement of Net Assets and the Statement of Activities present
financial information about the BOCES’ governmental activities. These
statements include the financial activities of the overall government in its
entirety, except those that are fiduciary. Eliminations have been made to
minimize the double counting of internal transactions. Governmental
activities generally are financed through charges to component districts,
State aid, intergovernmental revenues, and other exchange and nonexchange
transactions. Operating grants include operating-specific and discretionary
(either operating or capital) grants, while the capital grants column reflects
capital-specific grants.
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

The Statement of Activities presents a comparison between direct expenses
and program revenues for each function of the BOCES’ governmental
activities. Direct expenses are those that are specifically associated with and
are clearly identifiable to a particular function. Program revenues include
charges paid by the recipients of goods or services offered by the programs,
and grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Revenues that are not classified
as program revenues are presented as general revenues.

Funds Statements

The fund statements provide information about the BOCES’ funds,
including fiduciary funds. Separate statements for each fund category
(governmental and fiduciary) are presented. The emphasis of fund financial
statements is on major governmental funds, each displayed in a separate
column.

The BOCES reports the following major governmental funds:

General Fund
This is the BOCES’ primary operating fund. It accounts for all financial
transactions that are not required to be accounted for in another fund.

Special Revenue Funds

These funds account for the proceeds of specific revenue sources, such as
federal and State grants that are legally restricted to expenditures for specific
purposes, child nutrition, and other activities whose funds are restricted as to
use. These legal restrictions may be imposed either by governments that
provide the funds, or by outside parties.

Capital Projects Funds

These funds are used to account for the financial resources used for
acquisition, construction, or major repair of capital facilities. For these
funds, each capital project is assessed to determine whether it is a major or
non-major fund. Those capital projects that are determined to be major are
reported in separate columns in the financial statements. Those that are
determined to be non-major are reported in the supplemental schedules
either separately or in the aggregate.
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

The BOCES reports the following fiduciary funds:

Fiduciary Funds

Fiduciary activities are those in which the BOCES acts as trustee or agent
for resources that belong to others. These activities are not included in the
District-wide financial statements, because their resources do not belong to
the BOCES, and are not available to be used. There is in this BOCES one
class of fiduciary funds:

Agency funds: These funds are strictly custodial in nature and do not involve
the measurement or results of operations. Assets are held by the District as
agent for various student groups or extraclassroom activity funds and for
payroll or employee withholding.

Measurement Focus and Basis of Accounting

The District-wide and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting.
Revenues are recorded when eamed and expenses are recorded at the time liabilities
are incurred, regardless of when the related cash transaction takes place.
Nonexchange transactions, in which the District gives or receives value without
directly receiving or giving equal value in exchange, include grants and donations.
On an accrual basis, revenue from charges to components is recognized in the fiscal
year for which the charges are levied. Revenue from grants and donations is
recognized in the fiscal year in which all eligibility requirements have been satisfied.

The fund statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when measurable and available. The BOCES considers all revenues
reported in the governmental funds to be available if the revenues are collected
within 90 days after the end of the fiscal year.

Expenditures are recorded when the related fund liability is incurred, except for
principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they have
matured. General capital asset acquisitions are reported as expenditures in
governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

%
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D)

E)

F)

St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Restricted Resources

When an expense is incurred for purposes for which both restricted and unrestricted
net assets are available, the BOCES' policy concerning which to apply first varies
with the intended use, and with associated legal requirements, many of which are
described elsewhere in these Notes.

Interfund Transactions

The operations of the BOCES include transactions between funds. These
transactions may be temporary in nature, such as with interfund borrowings. The
BOCES typically loans resources between funds for the purpose of providing cash
flow. These interfund receivables and payables are expected to be repaid with in one
year. Permanent transfers of funds include the transfer of expenditures and revenues
to provide financing or other services.

In the district-wide statements, the amounts reported on the Statement of Net Assets
for interfund receivable and payables represent amounts due between different fund
types (governmental activitics and fiduciary funds). Eliminations have been made
for all interfund receivables and payables between the funds, with the exception of
those due from or to the fiduciary funds.

The governmental funds report all interfund transactions as originally recorded.
Interfund receivables and payables may be mnetted on the accompanying
governmental funds balance sheet when it is the BOCES' practice to settle these
amounts at a net balance based upon the right of legal offset.

Refer to Note 11 for a detailed disclosure by individual fund for interfund
receivables, payables, expenditures and revenues activity.

Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported revenues and expenses during the reporting period.
Actual results could differ from those estimates. Estimates and assumptions are
made in a variety of areas, including computation of encumbrances, compensated
absences, potential contingent liabilities and useful lives of long-lived assets.

Y
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G)

H)

St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Cash (and Cash Equivalents)/Investments

The BOCES' cash and cash equivalents consist of cash on hand, demand deposits,
and short-term investments with original maturities of three months or less from

date of acquisition.

New York State law governs the BOCES' investment policies. Resources must be
deposited in FDIC-insured commercial banks or trust companies located within the
State. Permissible investments include obligations of the United States Treasury,
United States Agencies, repurchase agreements and obligations of New York State
or its localities.

Collateral is required for demand and time deposits and certificates of deposit not
covered by FDIC insurance. Obligations that may be pledged as collateral are

obligations of the United States and its agencies and obligations of the State and its
municipalities and Districts.

Investments are stated at fair value.

Receivable {(or Accounts Receivable)

Receivables (accounts receivable) are shown gross, with uncollectible amounts
recognized under the direct write-off method. No allowance for uncollectible
amounts has been provided since it 1s believed that such allowance would not be

material.

Inventories and Prepaid Items

Inventories of food in the School Lunch Fund are recorded at cost on & first-in, first-
out basis, or in the case of surplus food, at stated value that approximates market.
Purchases of inventoriable items in other funds are recorded as expenditures at the
time of purchase, and are considered immaterial in amount.
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Prepaid items represent payments made by the BOCES for which benefits extend
beyond year-end. These payments to vendors reflect costs applicable to future
accounting periods and are recorded as prepaid items in both the district-wide and
fund financial statements. These items are reported as assets on the statement of net
assets or balance sheet using the consumption method. A current asset for the
prepaid amounts is reported at the time of purchase and an expense/expenditure is
reported in the year the goods or services are consumed.

A reserve for these non-liquid assets (inventories and prepaid items) has been
recognized to signify that a portion of fund balance is not available for other
subsequent expenditures.

N Capital Assets

Capital assets are reported at actual cost for acquisitions subsequent to June 1960.
For assets acquired prior to June 1960, estimated historical costs, based on an
average of tax assessed value and insurance appraised value were used. Donated
assets are reported at estimated fair market value at the time received.

Capitalization thresholds (the dollar value above which asset acquisitions are added
to the capital asset accounts), depreciation methods, and estimated usefuil lives of
capital assets reported in the District-wide statements are as follows:

Capitalization Drepreciation Estimated
Threshold Methold Useful Life
Buildings $ 5,000 Straight line (SL, 15-50 yrs.
Building improvements 5,000 SL 10 - 25 yrs.
Site improvements 5,000 SL 20 yrs.
Furniture and equipment 5,000 SL 5-10 yrs.
Capital leases 5,000 SL 2-5yrs.

K) Deferred Revenues

Deferred revenues are reported when potential revenues do not meet both the
measurable and available criteria for recognition in the current period. Deferred
revenues also arise when the BOCES receives resources before it has legal claim to
them, as when grant monies are received prior to incurring qualifying expenditures.
In subsequent periods, when both recognition criteria are met, or when the BOCES
has legal claim to the resources, the liability for deferred revenues is removed and

revenues are recorded. '
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L)

M)

St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Many deferred revenues recorded in governmental funds are not recorded in the
District-wide statements.

Vested Employee Benefits

Compensated absences

Compensated absences consist of unpaid accumulated annual sick leave, vacation, and
sabbatical time:

Sick leave eligibility and accumulation is specified in negotiated labor contracts, and in
individual employment contracts. Upon retirement, resignation or death, employees may
contractually receive a payment based on unused accumulated sick leave.

District employees are granted vacation in varying amounts, based primarily on length of
service and service position. Some earned benefits may be forfeited if not taken within

varying time periods,

Consistent with GASB Statement No. 16, Accounting for Compensated Absences, the
liability has been calculated using the vesting/termination method and an accrual for the
liability is included in the district-wide financial statements. The compensated liability is
calculated based on the pay rates in effect a year-end.

In the funds statements only the amount of matured liabilities is accrued within the General
Fund based upon expendable and available financial resources. These amounts are expensed
on a pay-as-you go basis,

Other Benefits

BOCES employees participate in the New York State Employees' Retirement System and
the New York State Teachers' Retirement System.

In addition to providing pension benefits, the BOCES provides post-employment health
insurance coverage and survivor benefits to retired employees and their survivors in
accordance with the provision of various employment contracts in effect at the time of
retirement. Substantially all of the BOCES' employees may become eligible for these
benefits if they reach normal retirement age while working for the District. Health care
benefits are provided through plans whose premiums are based on the benefits paid during
the year. The BOCES recognizes the cost of providing health insurance by recording its
share of insurance premiums as an expenditure.

%
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N)

0)

P)

St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Short-Term Debt

The BOCES may issue Revenue Anticipation Notes (RAN) and Tax Anticipation Notes
(TAN), in anticipation of the receipt of revenues. These notes are recorded as a liability of
the fund that will actually receive the proceeds from the issuance of the notes. The RAN's
and TAN's represent a liability that will be extinguished by the use of expendable, available
resources of the fund.

The BOCES may issue Bond Anticipation Notes (BAN), in anticipation of proceeds from
the subsequent sale of bonds. These notes are recorded as current liabilities of the funds that
will actually receive the proceeds from the issuance of bonds. State law requires that BAN's
issued for capital purposes are converted to long-term financing within five years after the
original issue date.

Accrued Liabilities and Long-Term Obligations

Payables, accrued liabilities and long-term obligations are reported in the district-wide
financial statements. In the governmental funds, payables and accrued liabilities are paid in
a timely manner and in full from current financial resources. Claims and judgments, and
compensated absences that will be paid from governmental funds, are reported as a liability
in the funds financial statements only to the extent that they are due for payment in the
current year. Bonds and other long-term obligations that will be paid from governmental
funds are recognized as a liability in the fund financial statements when due.

Long-term obligations represent the BOCES' future obligations or fiture economic
outflows. The liabilities are reported as due in one year or due within more than one year in
the Statement of Net Assets.

Equity Classifications

District-wide statements
In the district-wide statements there are three classes of net assets:
Invested in capital assets, net of related debt- consists of net capital assets (cost less

accumulated depreciation) reduced by outstanding balances of related debt
obligations from the acquisition, construction or improvements of those assets.
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Restricted net assets - reports net assets when constraints placed on the assets are
either externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments, or imposed by law
through constitutional provisions or enabling legislation.

Unrestricted net assets - reports all other net assets that do not meet the definition of
the above two classifications and are deemed to be available for general use by the
District.

Funds statements

Unreserved fund balance consists of two classifications. A designation of unreserved fund
balance indicates the planned use of these resources in the subsequent years' budget. The
undesignated portion reports remaining fund balance that has not been designated or
reserved. :

Fund balance reserves are created to satisfy legal restrictions, plan for future expenditures or
relate to resources not available for general use or appropriation. The following reserve
funds are available to school districts within the State of New York. These reserve funds are
established through Board action or voter approval and a separate identity must be
maintained for each reserve. Earnings on the invested resources become part of the
respective reserve funds; however, separate bank accounts are not necessary for cach
reserve fund.

Fund balance reserves currently in use by the BOCES include the following:

Unemployment Insurance Reserve

The BOCES is insured through a self-insurance plan for unemployment insurance
and liability. The reserve is funded annually through budgetary provisions in the
General Fund. Such reserve is recorded in the General Fund and, in the opinion of
management, is adequate to fund the eventual loss on claims arising prior to year-
end. The New York State Unemployment Insurance Division bills the
BOCES on an actual claims-made basis.

Reserve for Inventory
Reserve for Inventory is used to restrict that portion of fund balance, which is not

available for appropriations.
30
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Employee Benefit Accrued Liability Reserve

Reserve for Employee Benefit Accrued Liability (GML Section 6-p) is used to reserve
funds for the payment of accrued employee benefit due an employee upon termination of
the employee's service. This reserve may be established by a majority vote of the Board, and
is funded by budgetary appropriations and such other reserves and funds that may be legally
appropriated. This reserve is accounted for in the General Fund.

Capital Reserve

Capital Reserve (Education Law Section 3651) is used to pay the cost of any object or
purpose for which bonds may be issued. The creation of a capital reserve fund requires
authorization by a majority of the Board establishing the purpose of the reserve; the ultimate
amount, its probable term and the source of funds. Expenditure may be made from the
reserve only for a specific purpose further authorized by the Board. This reserve is
accounted for in the General Fund.

Retirement Contribution Reserve

Retirement Contribution Reserve (GML Section 6-1) is used for the purpose of financing
retirement contributions. The reserve must be accounted for separate and apart from all
other funds and a detailed report of the operation and condition of the fund must be
provided to the Board.

Reserves that are available to the BOCES but are not currently being utilized are as follows:

Repair Reserve

Repair Reserve (GML Section 6-d) is used to pay the cost of repairs to capital
improvements or equipment, which repairs are of a type not recurring annually. The Board
of Education without voter approval may establish a repair reserve fund by a majority vote
of its members. Voter approval is required to fund this reserve (Opinion of the New York
State Comptroller 81-401). Expenditures from this reserve may be made only after a public
hearing has been held, except in emergency situations. If no hearing is held, the amount
expended must be repaid to the reserve fund over the next two subsequent fiscal years. This
reserve is accounted for in the General Fund.
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Workers' Compensation Reserve

Workers' Compensation Reserve (GML Section 6-j) is used to pay for compensation benefits and
other expenses authorized by Article 2 of the Workers' Compensation Law, and for payment of
expenses of administering this self-insurance program. The reserve may be established by Board
action, and is funded by budgetary appropriations and such other funds as may be legally
appropriated. Within sixty days after the end of any fiscal year, excess amounts may either be
transferred to another reserve or the excess applied to the appropriations of the next succeeding
fiscal year's budget. The reserve is accounted for in the General Fund.

Imsurance Reserve

Insurance Reserve is used to pay liability, casualty and other types of losses, except losses incurred
for which the following types of insurance may be purchased: life, accident, health, annuities,
fidelity and surety, credit, title residual value and mortgage guarantee. In addition, this reserve may
not be used for any purpose for which a special reserve may be established pursuant to law (for
example, for unemployment compensation insurance). The reserve may be established by Board
action, and funded by budgetary appropriations, or such other funds as may be legally appropriated.
There is no limit on the amount that may be accumulated in the Insurance Reserve, however, the
annual contribution to this reserve may not exceed the greater of $33,000 or 5% of the budget.
Settled or compromised claims up to $25,000 may be paid from the reserve without judicial
approval. The reserve is accounted for in the General Fund.

Reserve for Insurance Recoveries
Reserve for Insurance Recoveries (Education Law Section 1718(2)) is used at the end of the fiscal
year to account for unexpended proceeds of insurance recoveries. They will be held there  pending

action by the Board on their disposition. This reserve will not be used if the insurance recovery is
expended in the same fiscal year in which it was received.

Reserve for Encumbrances

Reserve for Encumbrances represents the amount of outstanding encumbrances at the end of the
fiscal year,

Note 2- Explanation of certain differences between governmental fund statements and
district-wide statements:

Due to the differences in the measurement focus and basis of accounting used in the govemmental
fund statements and the District-wide statements, certain financial transactions are treated
differently. The basic financial statements contain a full reconciliation of these items. The
differences result primarily from the economic focus of the Statement of Activities, compared with
the current financial resources of the governmental funds.

L7
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B)

St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Total Fund Balances of Governmental Funds vs. Net Assets of Governmental
Activities

Total fund balances of the BOCES' governmental funds differ from “net assets™ of
governmental activities reported in the Statement of Net Assets. This difference
primarily results from the additional long-term economic focus of the Statement of
Net Assets versus the solely current financial resources focus of the governmental
fund Balance Sheets.

Statement of Revenues. Expenditures and Changes in Fund Balance vs. Statement

of Activities

Differences between the governmental funds Statements of Revenues, Expenditures
and Changes in Fund Balance and the Statement of Activities fall into one of three
broad categories. The amounts shown below represent:

1) Long-term revenue differences:

Long-term revenue differences arise because governmental funds report
revenues only when they are considered “available”, whereas the Statement
of Activities reports revenues when earned. Differences in long-term
expenses arise because governmental funds report on a modified accrual
basis, whereas the accrual basis of accounting is used on the Statement of
Activities.

Capital related differences:

ii) Capital related differences include the difference between proceeds for the
sale of capital assets reported on governmental fund statements and the gain
or loss on the sale of assets as reported on the Statement of Activities, and
the difference between recording an expenditure for the purchase of capital
items in the governmental fund statements and depreciation expense on
those items as recorded in the Statement of Activities.

i) Long-term debt transaction differences:

Long-term debt transaction differences occur because both interest and
principal payments are recorded as expenditures in the governmental fund
statements, whereas interest payments are recorded in the Statement of
Activities as incurred, and principal payments are recorded as a reduction of
liabilities in the Statement of Net Assets.

"
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Note 3 - Stewardship, compliance and accountability:

Budgets

The BOCES administration prepares a proposed budget for approval by the BOCES Board of
Education for the following governmental funds for which legal (appropriated) budgets are

adopted:

General Fund

The budget policies are as follows:

a)

b)

d)

Section 1950 of the Education Law required adoption of a final budget by no later
than May 15 of the ensuing year.

BOCES administration prepared a proposed administrative, capital and
program budget, as applicable, for approval by members of the BOCES
board for the general fund.

Appropriations for educational services are adopted at the program level.

A tentative administrative budget is provided to the component districts for
adoption by resolution. Approval of the tentative administrative budget
requires the approval of a majority of the component school boards
actually voting. During the current year, the administrative budget was

approved by a majority of its voting component school boards.

Appropriations lapse at the end of the fiscal year unless expended or
encumbered. Encumbrances will lapse if not expended in the subsequent year. The
BOCES board can approve supplemental appropriations based upon requests for
additional services and surplus revenues. The following supplemental
appropriations occurred during the year ended June 30, 2006:
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Original Revision Revised

Program Budget Revision Purpose Amount Budget
Administration $2,113,116 Request for additional services $99,018 $ 2,212,134
Occupational instruction 7,111,893 Request for additional services 35,322 7,147,215
Instruction for handicapped 13,669,925 Discontinued services (76,478) 13,593,447
Itinerant services 3,266,303 Reguest for additional services 280,053 3,546,356
General instruction 2,557,895 Request for additional services 302,580 2,860,475
Instructional support 4,236,884 Request for additional services 888,971 5,125,855
Other services 4,904,656 Request for additional services 400,019 5,304,675

Budgets are adopted annually on a basis consistent with GAAP. Appropriations authorized for the
year are increased by the amount of encumbrances carried forward from the prior year.

Budgets are established and used for individual capital project funds expenditures as approved by
the component districts. The maximum project amount authorized is based primarily upon the cost
of the project, plus any requirements for external borrowings, not annual appropriations. These
budgets do not lapse and are carried over to subsequent fiscal years until the completion of the
projects.

Encumbrances

Encumbrances accounting is used for budget control and monitoring purposes and is reported as a
part of the governmental funds. Under this method, purchase orders, contracts and other
commitments for the expenditure of monies are recorded to reserve applicable appropriations.
Qutstanding encumbrances as of year-end are presented as reservations of fund balance and do not
represent expenditures or liabilities. These commitments will be honored in the subsequent period.
Related expenditures are recognized at the time, as the liability is incurred or the commitment is
paid.

The following fund had an excess of actual expenditures over budget for the year:
School Lunch Fund

Note 4 - Cash (and cash equivalents) - custodial credit, concentration of credit, interest rate
and foreign currency risks:

Cash
Custodial credit risk is the risk that in the event of a bank failure, the BOCES' deposits may not be

returned to it. While the BOCES does not have a specific policy for custodial credit risk, New York
State statutes govern the BOCES' investment policies, as discussed in these Notes.
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St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

The BOCES' aggregate bank balances (disclosed in the financial statements), included balances not
covered by depository insurance at year-end, collateralized as follows:

Uncollateralized $
Collateralized with securities held by the pledging financial institution,
or its trust department or agent, but not in the BOCES' name $ 11,160,825

Restricted cash represents cash and cash equivalents where use is limited by legal requirements.
These assets represent amounts required by statute to be reserved for various purposes. Restricted
cash as of year-end includes $1,817,477 within the governmental funds and $ -0- in fiduciary funds.

Note 5- Investments:

The BOCES typically has few investments and chooses to disclose its investments by specifically
identifying each. The BOCES policy for these investments is also governed by New York State
statutes. Investments are stated at fair value and are categorized as either:

Insured or registered, or investments held by the BOCES or by the BOCES' agent in the
BOCES' name, or

Uriinsured and unregistered, with the investments held by the financial institution trust
department in the BOCES' name, or

Uninsured and unregistered, with investments held by the financial institution or its trust
department, but not in the BOCES' name.

Investment None
Fund N/A
Carrying amount (fair value) N/A
Unrealized investment gainfloss ~ N/A
Type of investment N/A
Category N/A

The BOCES does not typically purchase investments for long enough duration to cause it to believe
that it is exposed to any material interest rate risk.

The BOCES does not typically purchase investments, denominated in a foreign currency, and is not
exposed to foreign currency risk. :

At year-end, the BOCES held $ -0- in investments.
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Investment pool:

The BOCES, from time to time, participates in a multi-municipal cooperative investment pool
agreement pursuant to New York State General Municipal Law Article 5-G, Section 119-O,
whereby it holds a portion of the investments in cooperation with other participants. The
investments are highly liquid and are considered to be cash equivalents.

Total investments of the cooperative as of year-end are $1,052,256,260, which consisted of
$570,343,537 in repurchase agreements, $242,367,643 in U.S. Treasury Securities, $14,795,079 in
U.S. Government Guaranteed Securities and $224,750,000 in collateralized bank deposits with
various interest rates and due dates.

The following amounts are included as unrestricted and restricted cash at June 30, 2006:

Bank Carrying Description of
Fund Balance Amount Investments

General $-0- $-0- MBIA-NYCLASS

The above represents the cost of the investment pool shares and is considered to approximate
market value. The investment pool is categorically exempt from the New York State collateral
requirements. Additional information concerning the cooperative is presented in the annual report
of MBIA Asset Management.

Note 6 - Receivables:

Receivables at year-end for individual major finds, including any applicable allowances for
uncollectible amounts, are as follows:

Governmental Activities

Desciption General School Lunch Total
Accounts receivable $ 36,350 $ 749899 §$ - $ 786,249
Due from State and Federal 5,795,875 1,245,022 137 7,041,034
Due from other governments

Other
Allowance for uncollectible accounts

Total $5832225 § 1994921 § 137 $7,827,283

The management has deemed the amounts to be fully collectible.

B
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Note 7 - Capital assets:

C apital asset balances and activity for the year ended June 30, 2006 were as follows:

Beginning Additions/ Retirements/ Ending
Balance Reclassifications Reclassifications Baiance
Governmental activities:
Capital assets that are not depreciated:
Land $ 576,295 $ - s - 576,295
Construction inprogress - - - -
Total nondepreciable 576,295 - - 576,295
Capital assets that are depreciated:
Site Improvements 802,292 - - 802,292
Buildings and improvements 15,297,700 139,260 - 15,436,960
Furniture and equipment 4,596,792 91,951 236,269 4,452,474
Capital leases 298,904 510,114 - 809,018
Total depreciated assets 20,995,688 741,325 236,269 21,500,744
Less accumulated depreciation:
Site improvements 119,156 40,115 - 159,271
Buildings and improvements 1,056,507 362,633 - 1,409,140
Furniture and equipment 1,404,585 417,857 73,408 1,749,034
Capital leases 168,080 109,995 - 278,075
Total accumulated depreciation 2,748,328 920,600 73,408 3,595,520
Total depreciated assets, net $18,247,360 § (179,275) $ (162,861) $ 17,905,224
Depreciation expense was charged to
governmental functions as follows:
Administrative $ 45,969
Occupational instruction 471,027
Instruction for handicapped 2,831
General instruction 218,732
Instructional support 182,041
5 920,600

Note 8 - Short-term debt:

Transactions in short-term debt for the year are summarized below:

Interest  Beginning Ending
Maturity Rate Balance Issued Redeemed Balance
RAN 1 year 275% $ 4,500,000 6/24/05 6/24/06 $ -
RAN 360days 3.83% 4,000,000 6/27/06 - 4,000,000
RAN 178 days 3.84% 1,500,000 6/27/06 - 1,500,000

"
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Interest on short-term debt for the year was composed of:

Interest paid $123,406
Less interest accrued in the prior year
Plus interest accrued in the current year

Total expense $ 123,406

Note 9 - Long-term debt obligation:

Long-term liability balances and activity for the year are summarized below:

Amounts
Beginning Ending Due Within
Balance Issued Redeemed Balance One Year
Government Activities:
General obligation debt:
Municipal lease obligations $1,539,744 § - $ 81,723 $ 1,458,021 § 85,343
Lease-purchase obligations 152,231 752,694 63,392 841,533 268,496
Contractual obligations 1,441,200 214,101 466,339 1,188,962 458,410
Total Bonds & Notes Payable 3,133,175 066,795 611,454 3,488,516 812,249
Other liabilities:
Accumulated termination pay - - - - -
Due to retirement systems 1,750,506 1,970,616 1,750,506 1,970,616 1,970,616
Claims and judgments - - - -
Compensated absences 1,166,277 - 40,497 1,125,780
Total other liabilities $2,916,783 $ 1,970,616 $1,791,003 $ 3,096,396 $ 1,870,616
Total long-term liabilities $6,049958 $ 2,937,411 $2402457 $ 6,584,912 § 2,782,865

The General Fund has typically been used to liquidate long-term liabilities such as compensated

absences.
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Existing serial and statutory bond obligations:

Issue Final Interest
Description Date Maturity Rate Balance

Municipal Lease Serial Bonds - 2003  6/13/03 3/1/19 4.38% $1,458,021

The following is a summary of debt service requirements:

Municipal Lease

_ Serial Bonds
Principal Interest Total
Fiscal year ended June 30,

2007 $ 85343 $§ 62,967 § 148,310
2008 89,124 59,186 148,310
2009 93,072 55,238 148,310
2010 97,186 51,114 148,310
2011 101,501 46,809 148,310
5 subsequent years 579,075 162,475 741,550
5 subsequent years 412,710 32,220 444,930

Totals $ 1,458,021 $ 470,009 $ 1,928,030

Interest on long-term debt for the year was composed of:

Interest paid $ 66,587
Less interest accrued in the prior year -

Ptus interest accrued in the current year 18,908
Total expense $ 85,495
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The following is a summary of capital lease obligations:

Fiscal year ended June 30, Total

2007 $268,496
2008 219,229
2009 194,483
2010 111,964
2011 47,381
Total minimum lease payments 841,533

Less amount representing interest
{4.0% incremental borrowing rate) (149,852)

Present value of minimum lease payments $691,681

Operating Leases

The BOCES leases a significant amount of property and equipment under operating leases. Total
rental expenditures on such leases for the fiscal year ended June 30, 2006 were approximately
$461,059. The maximum future non-cancelable operating lease payments are as follows:

Year Ending Date Amount
2007 $ 458410
2008 377,838
2009 232,468
2010 102,118
2011 18,128
Total $1,188,962

Note 10 - Pension plans:

General information:

The BOCES participates in the New York State Employees’ Retirement System (NYSERS) and
the New York State Teachers’ Retirement System (NYSTRS). These are cost-sharing multiple
employer public employee retirement systems. The Systems offer a wide range of plans and
benefits, which are related to years of service and final average salary, vesting of retirement

benefits, death, and disability.

41



St. Lawrence-Lewis Counties BOCES
Notes to Financial Statements
For the Year Ended June 30, 2006

Provisions and administration:

The New York State Teachers’ Retirement Board administers NYSTRS. The System provides
benefits to plan members and beneficiaries as authorized by the Education Law and the
Retirement and Social Security Law of the State of New York. NYSTRS issues a publicly
available financial report that contains financial statements and required supplementary
information for the System. The report may be obtained by writing to NYSTRS, 10 Corporate
Woods Drive, Albany, New York 12211-2395.

NYSERS provides retirement benefits as well as death and disability benefits. New York State
Retirement and Social Security governs obligations of employers and employees to contribute,
and benefits to employees. The System issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be obtained by
writing to NYSERS, Govemor Alfred E. Smith State Office Building, Albany, New York 12244,

Funding policies:

The Systems are noncontributory, except for employees who joined the Systems after July 27,
1976, who contribute 3% of their salary, except that employees in the Systems more than ten
years are no longer required to contribute. For NYSERS, the Comptroller certifies the rates
expressed as proportions of members’ payroll annually, which are used in computing the
contributions required to be made by employers to the pension accumulation fund. Pursuant to
Article 11 of the Education Law, the New York State Teachers’ Retirement Board establishes
rates annually for NYSTRS.

The BOCES is required to contribute at an actuarially determined rate. The BOCES'
contributions made to the Systems were equal to 100% of the contributions required for each
year. The required contributions for the current year and two preceding years were:

NYSTRS NYSERS

2005-2006 $1,069,065 $ 539,647
2004-2005 661,895 548,296
2003-2004 204,687 669,330

Since 1989, the NYSERS billings have been based on Chapter 62 of the Laws of 1989 of the
State of New York. This legislation requires participating employers to make payments on a
current basis, while amortizing existing unpaid amounts relating to the System’s fiscal years
ending March 31, 1988 and 1989 over a 17-year period, with an 8.75% interest factor added.
Local governments were given the option to prepay this liability which the BOCES exercised. As
a result, the total unpaid liability at the end of the year was § -0-.

B,
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Note 11 - Interfund transactions - sovernmental funds:

Interfund Interfund

Fund: Receivable Payable Revenues Expenditures
General $ 2215951 § - $ - $ 226,583
Special Aid - 2,184,186 - -
Schoal Lunch 31,752 124,000
Debt Service - -
Capital Projects 3 102,583
Total government activities 2,215,951 2,215,946 226,583 226,583
Fiduciary 5

$2215951 § 2215951 b 226583 5 226,583

Note 12 - Post-employment (health insurance) benefits:

The BOCES provides post employment health insurance coverage to retired employees in
accordance with the provisions of various employment contracts.

Under both instructional and non-instructional contracts the BOCES will continue to pay the
total or a share of the cost of health insurance coverage after retirement, depending on the
employment contract. Currently 150 retirees are covered under the BOCES' group plan.

The District recognizes the cost of providing health insurance annually as expenditures in the
General Fund of the funds financial statements as payments are made. For the year ended the
BOCES recognized $1,250,467 for its share of insurance premiums for currently enrolled
retirees.

Note 13 - Risk management:

The BOCES is exposed to various risks of loss related to torts, theft, damage, injuries, errors and
omissions, natural disasters, and other risks. These risks are covered by commercial insurance
purchased from independent third parties. Settled claims from these risks have not exceeded
commercial insurance coverage for the past two years.
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Pool, Risk Retained

The BOCES incurs costs related to an employee health insurance plan (Plan) sponsored by St.
Lawrence-Lewis BOCES and its component districts. The Plan's objectives are to formulate,
develop and administer a program of insurance to obtain lower costs for the coverage, and to
develop a comprehensive loss control program. Districts joining the Plan must remain members
for a minimum of one year; a member may withdraw from the Plan after that time by written
notification to the Plan committee one (1) year in advance. Plan members include eighteen (18)
districts and the BOCES with the BOCES bearing a 15.0% share of the Plan's assets and claims
liabilities.

Plan members are subject to a supplemental assessment in the event of deficiencies. If the Plan’s
assets were to be exhausted, members would be responsible for the Plan’s liabilities. The Plan
uses a reinsurance agreement to reduce its exposure to large losses on insured events.
Reinsurance permits recovery of a portion of losses from the reinsurer, although it does not
discharge the liability of the Plan as direct insurer of the risks reinsured. The Plan establishes a
liability for both reported and unreported insured events, which includes estimates of both future
payments of losses and related claim adjustment expenses. However, because actual claims costs
depend on complex factors, the process used in computing claims liabilities does not necessarily
result in an exact amount. Such claims are based on the ultimate costs of claims (including future
claim adjustment expenses) that have been reported but not settled, and claims that have been
incurred but not reported. Adjustments to claims liabilities are charged or credited to expense in
the periods in which they are made. A similar arrangement exists with the St. Lawrence-Lewis
Counties School District Employees” Workers Compensation Plan for Workers Compensation.

The Plans issue a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing: St. Lawrence-
Lewis Counties School District Employee Medical Plan, Post Office Box 300, Richville, New
York 13681.

Note 14 - commitments and contingencies:

The BOCES has received grants, which are subject to audit by agencies of the State and Federal
governments. Such audits may result in disallowances and a request for a return of funds. Based
on prior years' experience, the BOCES administration believes disallowances, if any, will be
immaterial.

The BOCES doegs not accrue a liability for accumulating, non-vesting sick leave, since payment
is based on an uncontrollable future event (sickness). In accordance with the provisions of GASB
#16, the value for accumulating, non-vesting sick leave is considered a contingent liability. The
BOCES reports $7,267,772, for accumulating, non-vesting sick leave.
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Judgments

There were no judgments or notable claims against the BOCES at June 30, 2006.

Note 15 - Other changes in fund equity:

General Fund — The $1,182,560 decrease in fund equity for the year ended June 30, 2006
represents the excess of expenditures over revenues net of any reserve income and expenditures,
as follows:

Due to Component School Districts $(1,306,926)
Increase in Reserve Balances 124,366
$(1,182,560)

Note 16 - Subseguent events:

None noted which could be interpreted as material to the financial statements, taken as a whole.
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Supplemental Schedule #1

St. Lawrence-Lewis Counties BOCES
Required Supplementary Information
Schedule of Revenues, Expenditures and Changes in Fund Balance -
Budget (Non-GAAP Basis) And Actual - General Fund
For the Year Ended June 30, 2006

Variances
Positive(Negative)
Budgeted Amounts Actual Original Final
Qriginal Final {GAAP Basis) to Final to Actual
REVENUES
Charges for services $ 135000 $ 127,166 $ 127,166 § (7,834) §$ -
Charges to components 35,729,830 37,658,917 37,658,917 1,929,087 -
Charges to other BOCES 373,437 397,689 397,689 24,252 -
Interest and earnings 130,370 219,592 219,592 89,222 -
Sale of property and compensation for loss 49,500 99,712 99,712 50,212 -
Miscellaneous 1,442,635 1,287,081 1,287,081 (155,454) -
Total Revenues 37,860,672 39,790,157 39,790,157 1,929,485 -
EXPENDITURES
Administration 1,916,156 1,942,333 2,079,507 (26,177) (137,174)
QOccupational instruction 6,987,893 7,023,215 6,815,509 (35,322) 207,706
Instruction for handicapped 13,669,925 13,593,447 13,206,904 76,478 386,543
Itinerant services 3,266,303 3,546,356 3,348,538 (280,053) 197,818
General instruction 2,557,895 2,860,475 2,787,827 (302,580) 72,648
Instructional support 4,236,884 5,125,855 4,995,268 (888,971) 130,587
Other services 4,904,656 5,304,675 4,993,095 (400,019) 311,580
Total Expenditures 37,538,712 39,396,356 38,226,648 (1,856,644) 1,169,708
Excess of revenues over expenditures 320,960 393,801 1,563,509 72,841 1,169,708
Other Sources and Uses
Operating transfers (in) - - - - -
Operating transfers {out) (320,960)  (393,801) (226,583) (72,841) 167,218
Total Other Sources and Uses {320,960) (393,801) (226,583) (72,841) 167,218
Excess of revenues and other sources over
expenditures and other uses 1,336,926 1,336,926
Other changes in fund balance
Increase (decrease) (Note 13) - - (1,182,560) - (1,182,560)
Net increase (decrease) 154,366 154,366
Fund balance, beginning of year - - 1,279,258 - 1,279,258
Fund balance, end of year $ - $ - $ 1433624 § - $ 1,433,624
See paragraph on supplementary schedules included in auditors' report. 46
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Supplemental Schedule #2

St. Lawrence-Lewis Counties BOCES
Analysis of Account A431 - School Districts
For the Year Ended June 30, 2006

July 1, 2005 - Debit {Credit) Balance $ (661,726)
Debits:
Billings to School Districts 38,056,606
Refund of Balances Due School Districts 661,726
Refunds to School Districts for E-Rate Rebates 323,334
Adjustments: Allocation to Fund Post-Employment Benefits Reserve 30,000
Total Debits 39,071,666
TOTAL 38,409,940
Credits:
Collection from School Districts 38,056,606
Revenues in Excess of Expenditures 1,336,926
E-Rate Received 323,334
Total Credits 39,716,866
June 30, 2006 - Debit (Credit) Balance $(1,306,926)

See paragraph on supplemental schedules included in auditors' report. 47




Supplemental Schedule #3

St. Lawrence-l.ewis Counties BOCES
Supplementary Information
Schedule of Revenues, Expenditures and Encumbrances Compared to Budget
General Fund
For the year ended June 30, 2006

Current
Original Revised Year's Over (Under)
Budget Budget Revenues Revised Budget
Revenues
Administration 001 $ 2113,116 § 2212134 $ 2212134 §$
Occupational
Instruction 100-199 7,111,893 7,147,215 7,147,215
instruction for
Handicapped 200-299 13,669,925 13,593,447 13,593,447
itinerant
Services 300-399 3,266,303 3,546,356 3,546,456
General
instruction 400-499 2,657,895 2,860,475 2,860,475
Instructional
Support 500-599 4,236,884 5,125,855 5,125,855
Other Services 600-699 4,904,656 5,304,675 5,304,675 -
Totals $37,860,672 $39,790,157 $39,790,257 $

See paragraph on supplementary schedules included in auditors' report. 48




Schedule of Revenues, Expenditures and Encumbrances Compared to Budget
General Fund

Expenditures
Administration 001

Occupational
Instruction 100-199

Instruction for
Handicapped 200-299

Itinerant
Services 300-399

General
Instruction 400-499

Instructional
Support 500-599

Other Services

Totals

St. Lawrence-Lewis Counties BOCES
Supplementary Information

For the year ended June 30, 2006

Supplemental Schedule #3
(Continued)

Current

Criginal Revised Year's Unencumbered

Budget Budget Expenditures Encumbrances Balances
$ 2,113,116 § 2,212,134 $ 2,182,090 % $ 30,044
7,111,893 7,147,215 6,939,509 207,706
13,669,925 13,593,447 13,206,904 386,543
3,266,303 3,546,356 3,348,538 197,818
2,557,895 2,860,475 2,787,827 72,648
4,236,884 5,125,855 4,995,268 130,587
4,904,656 5,304,675 4,993,005 - 311,580
$37,860,672 $239,790,157 $38,453,231 § - $ 1,336,926
49
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PRQJECT TITLE

Re-roofing Project - Washington Education Center
Reserved for Advanced Tech. Equipment

Future Capital Projects

Totals

St. Lawrence-Lewis Counties BOGES
Supplementary Information
Schedule of Capital Projects Fund -
Project Expenditures and Financing Resources
For the Year Ended June 30, 2006

Expenditures

Supplemental Schedule #4

Methods of Financing

Criginal Revised Prior  Current Unexpended Proceeds of Lacal BZI‘:;ie
Appropriation Appropriation Years Year Total Balance Obligations State Aid Sources Total  June 30, 20086
$ 283,140 $ 139,260 § - $139.260 § 139,260 $ $ $ $139,260 $139,260 $

264,086 264,086 264,086 264,086 264,086 264,086
119,761 119,761 - - - 119,761 - - 119,761 119,761 119,761
$ 666987 $ 523107 § - $139,260 $ 139,260 § 383,847 $ - $ - $523,107 $523,107 $ 383,847

See paragraph on supplementary schedules included in auditors’ report,
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Supplemental Schedule #5
St. Lawrence Lewis Counties BOCES
Supplementary Information
Investment in Capital Assets, Net of Related Debt
For the Year Ended June 30, 2006

Capital assets, net $ 18,481,519
Deduct:
Capital leases in long-term debt 841,534

841,534
Investment in capital assets, net of related debt $ 17,639,085

See paragraph on supplementary schedules included in auditors' report. 51




— HOOPER anp VAN HOUSE

Certified Public Accountants
Donald J. Hooper, CPA

Ronnie M. Van House, CPA
Derek R. Van House, CPA

MEMBERS
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

NEW YORK STATE SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

. REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Cooperative Educational Services
St. Lawrence-Lewis Counties
Canton, New York 13617

We have audited the financial statements of the govemmental activities and each major fund of the
St. Lawrence-Lewis Counties BOCES as of and for the year ended June 30, 2006, which
collectively comprise the St. Lawrence-Lewis Counties BOCES' basic financial statements and
have issued our report thereon dated October 11, 2006. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Governmental Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control OQver Financial Reporting

In planning and performing our audit, we considered the St. Lawrence-Lewis Counties BOCES'
internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinions on the financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the intemal control over financial reporting
that might be material weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal
control over financial reporting and its operation that we consider to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the St. Lawrence-Lewis Counties BOCES'
financial statements are free of material misstatement, we performed tests of its compliance with
certain provision of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, management, the

Board of Education, and federal awarding and pass-through agencies and is not intended to be and
should not be used by anyone other than these specified parties.

Koo oo —

HOOPER AND VAN HOUSE
Certified Public Accountants

Ogdensburg, New York
October 11, 2006
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Certified Public Accountants
Donald J. Hooper, CPA

Ronnie M. Van House, CPA
Derek R. Van House, CPA

MEMBERS
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

NEW YORK STATE SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Cooperative Educational Services
of St. Lawrence-Lewis Counties
Canton, New York 13617

Compliance

We have audited the compliance of the St. Lawrence-Lewis Counties BOCES with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2006. The St. Lawrence-Lewis Countics BOCES' major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the St. Lawrence-
Lewis Counties BOCES' management. Our responsibility is to express an opinion on the St.
Lawrence-Lewis Counties BOCES' compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, and OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the St. Lawrence-Lewis Counties BOCES' compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination on the St. Lawrence-Lewis Counties BOCES' compliance

with those requirements.
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To the Board of Cooperative Educational Services
of St. Lawrence-Lewis Counties
Canton, New York 13617

In our opinien, the St. Lawrence-Lewis Counties BOCES complied, in all material respects, with
the requirements referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2006.

Internal Control QOver Compliance

The management of the St. Lawrence-Lewis Counties BOCES is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered the St. Lawrence-Lewis Counties BOCES' internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to
a relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts and grants that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
compliance and its operations that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, management, the
Board of Education and federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

#DWV\WPMW

HOQPER AND VAN HOUSE
Certified Public Accountants

Ogdensburg, New York

October 11, 2006
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St. Lawrence-Lewis Counties BOCES

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2006

Federal Grantor/Pass-through Grantor
Program Title

U.S. Department of Agriculture

Passed-through NYS Education Department:
Child Nutrition Cluster:
Non-Cash Assistance (food distribution)
National School Lunch Program
Non-cash assistance subtotal
Cash Assistance
National School Lunch Program
Cash assistance subtotal
Total Passed-through NYS Education Department
Total Child Nutrition Cluster

Total, U.S. Department of Agriculfure

U.S. Department of Education

Passed-through NYS Education Department:

Special Education Cluster:
Special Education - Grants to States
Special Education Preschool Grants

Total Special Education Cluster

Adult Education State Grant Program

Adult Education State Grant Program

Adult Education State Grant Program

Adult Education State Grant Program

Adult Education State Grant Program
Education Technology State Grants
Education Technology State Grants

Twenty First Century Community Learning Centers
Tech Prep Education

Vacational Education Basic Grants to States
Vocational Education Basic Grants to States

See notes to Schedule of Expenditures of Federal Awards

CFDA

Number

10.555

10.555

84.027
84.027

84.002
84.002
84.002
84.002
84.002
84,318
84.318
84 .287
84.243
84.048
84.048

Agency or
Pass-through
Number

0032-06-0798
0033-06-0798

0138-06-0032
0338-06-3104
2338-06-1059
2338-06-5006
2338-06-9006
0281-06-0057
0291-05-0057
0187-06-1049
8080-06-0015
8000-06-0015
8000-05-0015

Expenditures

$

4,610

55,128
55,128

59,738
59,738

59,738

1
4

68,011
60,911
134,247
101,286
20,693
424,827
1,799
977,366
177,857
201,733
649
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St. Lawrence-Lewis Counties BOCES

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2006

U.S. Department of Education

Passed-through NYS Education Department: {(continued)

Even Start - State Educational Agencies

Even Start - State Educational Agencies

Even Start - State Educational Agencies

Even Start - State Educational Agencies

Safe and Drug-Free Schools and Communities
Safe and Drug-Free Schools and Communities
Federal PELL Grant Program

Total Passed-through NYS Education Department
Total, U.S. Department of Education

Total Federal Awards Expended

See notes to Schedule of Expenditures of Federal Awards

Hy

84.213
84.213
84.213
84.213
84.184
84.184
84.063

0024-06-4011
0024-06-3022
0024-05-4011
0024-05-3022
Q1848040299
Q184B040299

223,622
237,101
94,172
54,919
94,653
74,718
71,962

3,020,430
3,020,430

$ 3,080,168
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St. Lawrence-Lewis Counties BOCES
Notes to Schedule of Expenditures of Federal Awards
For the year ended June 30, 2006

Note 1 - summary of certain significant accounting policies:

The accompanying schedule of expenditures of federal awards presents the activity of federal
award programs administered by the BOCES, which is described in Note 1 to the BOCES'
accompanying financial statements, using the modified accrual basis of accounting. Federal
awards that are included in the schedule may be received directly from federal agencies, as well
as federal awards that are passed through from other government agencies. The information is
presented in accordance with requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the financial
statements.

Indirect costs may be included in the reported expenditures, to the extent that they are included
in the federal financial reports used as the source for the data presented. The BOCES' policy is
not to charge federal award programs with indirect costs.

Matching costs (the BOCES' share of certain program costs) are not included in the reported
expenditures.

The basis of accounting varies by federal program consistent with the underlying regulations
pertaining to each program.

The amounts reported as federal expenditures were obtained from the federal financial reports

for the applicable program and periods. The amounts reported in these reports are prepared from
records maintained for each program, which are reconciled with the BOCES' reporting system.

Note 2- subrecipients;

No amounts were provided to subrecipients.

Note 3 - other disclosures:

No insurance is carried specifically to cover equipment purchased with federal funds. Any
equipment purchased with federal funds has only a nominal value, and is covered by the BOCES'
casualty insurance policies.

There were no loans or loan guarantees outstanding at year-end.
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ST. LAWRENCE-LEWIS COUNTIES BOCES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2006

Section | - Summary of Auditors' Resuits

Financial Statements

Type of Auditors’ report issued: Unqualified
Internal control over financial reporting:
* Material weaknesses identified? Yes X No

* Reportable conditions identified that are

not considered to be material weaknesses? Yes _X_ Nane reported
Noncompliance material to financial statements noted? Yes X No
Federal Awards

Internal control aver majar programs:
* Material weaknesses identified? Yes

* Reportable conditions identified that are
not considered to be material weaknesses? Yes

Type of Auditors’ report issued on compliance
for major programs: Unqualified

Any audit findings disclosed that are required to
be reported in accordance with Circular A-133
Section .510(a)? Yes

ldentification of major programs:

CFDA NO. Name of Federai Program or Cluster
84.287 Twenty-First Century Community Learning Centers
84.213 Even Start
Dollar threshold used to distinguish between
Type A and Type B programs: $ 300,000
Auditee qualified as low-risk auditee? X Yes No

Section I - Financial Statement Findings

No matters reported.

Section lli - Federal Award Findings and Questioned Casts

No matters reported.



— HOOPER AND VAN HOUSE

Certified Public Accountanis
Donald 1, Hooper, CPA

Ronnie M. Van House, CPA
Derek R Van House, CPA

MEMBERS
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
NEW YORK STATE SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

AUDITORS' REPORT ON STATUS OF PRIOR AUDIT FINDINGS

To the Board of Cooperative Educational Services
af 5t Lawrence-Lewis Counties
Canton, New York 13617

We have audited the linancial statements of the St. Lawrence-Lewis Counties BOCES as of and for
the year ended June 30, 2006 and have issued our report thereon dated Qctober 11, 2006. We
conducted our audit in accordance with auditing standards generally aceepled in the United States
of America, the standards for financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, and the provisions of OMB Circular A-133.

As an integral part of our audit of said financial statements, we conduct a follow-up on known
findings and recommendations [rom previous audits that have an effect on the current audit

objectives relative to Federal Awards, However, there were no findings from the previous audit that
had an effect on the current audit.

é’w«?%ﬁw

HOOPER AND VAN HOUSE
Certified Public Accountants

Ogdensburg, New York
October 11, 2006
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__ HOOPER anp VAN HOUSE

Certified Public Accountants
Donald J. Hooper, CPA

Ronnie M. Van House, CPA
Derek R. Van House, CPA

QOctober , 2006 MEMBERS

AR RIS 0S
. . . CERTIFIED PU COUNTANTS
T o the Board of Cooperative Educational Services NEW YORK STATE SOCIETY OF

of St. Lawrence-Lewis Counties CERTIFIED PUBLIC ACCOUNTANTS
Canton, New York 13617

We have audited the financial statements of the Board of Cooperative Educational Services of St.
Lawrence-Lewis Counties (the BOCES) for the year ended June 30, 2006 and have issued our report
thereon dated October 11, 2006. Professional standards require that we provide you with the
following information related to our audit.

Qur Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter dated May 19, 2006, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement and are fairly presented in
accordance with generally accepted accounting principles. Because an audit is designed to provide
reasonable, but not absolute, assurance and because we did not perform a detailed examination of all
transactions, there is a risk that material errors, fraud, or other illegal acts may exist and not be
detected by us.

As part of our audit, we considered the internal control of the BOCES. Such considerations were
solely for the purpose of determining our audit procedures and not to provide any assurance
concerning internal control.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms or our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used
by the BOCES are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during the year ended June 30, 2006
We noted no transactions entered into by the BOCES during the year that were both significant and
unusual, and of which, under professional standards, we are required to inform you, or transactions
for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’ s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. We noted no significantly sensitive

estimates affecting the June 30, 2006 financial statements.
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St. Lawrence-Lewis Counties BOCES
October 11, 2006

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction
of the financial statements that, in our judgment, may not have been detected except through our
auditing procedures. An audit adjustment may or may not indicate matters that could have a
significant effect on the BOCES’ financial reporting process (that is, cause future financial
statements to be materially misstated). In our judgment, none of the adjustments we proposed,
whether recorded or unrecorded by the BOCES, either individually or in the aggregate, indicate
matters that could have a significant effect on the BOCES’ financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor’ s report. We are
pleased to report that no such disagreements arose during the course of our audit.

Consultations with Qther Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the BOCES’ financial statements or a
determination of the type of auditor’ s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the BOCES’ auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.
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St. Lawrence-Lewis Counties BOCES
Qctober 11, 2006

This information is intended solely for the use of the audit committee, BOCES Board and
management of the St. Lawrence-Lewis Counties BOCES and is not intended to be and should not
be used by anyone other than these specified parties.

Very truly yours,

Alegpa = oo

HOOPER AND VAN HOUSE
Certified Public Accountants
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_ HOOPER anp VAN HOUSE

Certified Public Accountants
Donald J. Hooper, CPA

Ronnie M. Van House, CPA
Derek R. Van House, CPA

Oxctober 11, 2006 MEMBERS
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

NEW YORK STATE SOCIETY OF
To the Board of Cooperative Educational Services CERTIFIED PUBLIC ACCOUNTANTS
of St. Lawrence-Lewis Counties

Canton, New York 13617

In planning and performing our audit of the financial statements of the Board of Cooperative
Educational Services of St. Lawrence-Lewis Counties (the BOCES) for the year ended June 30,
2006, we considered the BOCES' internal control structure in order to determine our auditing
procedures for the purpose of expressing an opinion on the financial statements and not to
provide assurance on the internal control structure. OQur consideration of the internal control
structure would not necessarily disclose all matters in the internal control structure that might be
material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the internal control structure does not
reduce to a relatively low level the risk that errors or fraud in amounts that would be material in
relation to financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving the internal control structure and its operation that we consider to be
material weaknesses as defined above.

The accompanying comments are submitted as constructive suggestions to assist you in
improving controls and procedures. These recommendations have been previously discussed
with appropriate management personnel and are set forth in the letter as a mutual record of the
discussions and for such follow-up as you may consider appropriate.

We appreciate the cooperation and courtesy extended to us by the management and employees of
the St. Lawrence-Lewis Counties BOCES. We would be pleased to discuss our recommendations
with you in further detail, as you may desire.

This report is intended solely for the use of management and members of the BOCES Board and
is not intended to be and should not be used for any other purpose.

Very truly yours,

Hogpnog s

HOOPER AND VAN HOUSE
Certified Public Accountants
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St. Lawrence-Lewis Counties BOCES
Comments and Recommendations
June 30, 2006

Comment;

In examining the status of interfund payables and receivables, we noted that the general fund had
a receivable of $2.216 million at June 30, 2006. Of this amount, 98.6% of the balance was found
to be due from the Special Aid Fund. A closer examination indicates that there is some
significant time lag in requesting release of funds under some funded programs. As a result,
operating capital is unnecessarily restricted at times in the general fund. This was discussed with
management and determined that, while working with the State rate setting unit, the funding
method state wide is inadequately determined for the bulk of the receivables. This is a repeat
comment.

Recommendation:

Every effort should be made to accumulate necessary statistics at the earliest
opportunity to allow for timely drawdowns under grant programs. To promote
operational efficiency for the BOCES, each program director should be encouraged and
closely monitored in submitting necessary documents to allow for timely drawdowns.

Comment:

In reviewing the fixed asset (property, plant and equipment) accounts, we noted that the system
does not yet present all desired information in a clear format and does not correctly portray
depreciation expense and accumulated depreciation without considerable intervention by staff.
This is a repeat comment.

Recommendation:

Although it is noted that management did take steps to remedy the deficiencies, we
recommend further modification of the system to clearly identify, by asset class:
depreciation expense for the period, asset additions for the period and asset retirements
and associated accumulated depreciation during the current period.

Comment

In examining school lunch program results, we noted that the cost of food at Southwest Tech is
278% of sales, While cafeteria programs are subsidized through the Free and Reduced Lunch
Program and U.S. government commodities, when compared with the programs at the other
centers, this is disproportionately higher.

Recommendation:

More money is spent on food at this center than seems reasonable. We recommend that
an in-depth analysis of the performance and its costs at this center be conducted to
determine the cause or causes of the disparity.
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St. Lawrence-Lewis Counties BOCES
Comments and Recommendations
June 30, 2006

Comment:

In testing Section X revenues, we noted that supporting documentation for deposits made did not
exist for ticket sales on basketball and hockey playoffs. After interviewing the employee in
charge of this function, we found that these records had been destroyed and we were told there
was no retention policy for such records.

Recommendation:

A policy for records retention should be uniformly applied throughout all areas of the
BOCES business operations.
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SUMMARY OF CERTAIN PROVISIONS OF THE LEASE AND AGREEMENT

The following is a brief summary of certain provisions of the Agreement. Such summary does not
purport to be complete and reference is made to the Agreement for full and complete statements of such
and all provisions. Defined terms used in the Agreement will have the meanings ascribed to them in
Appendix A or in the body of this Official Statement.

Term of Lease

The term of the Agreement will commence on the date on which the Series 2007 Bonds are first issued
and delivered by the Authority, and will terminate on the earlier of August 15, 2026 or the date on which
no Series 2007 Bonds are Outstanding or upon the earlier expiration of the term pursuant to the term of the
Agreement or pursuant to law (the “Lease Term’). Notwithstanding the termination of the term of the
Agreement, the obligations of the BOCES under the Agreement will not terminate and the BOCES will
remain liable for such obligations and damages set forth in the Agreement unless and until no Series 2007
Bonds are outstanding and the BOCES has satisfied its obligations under the Agreement, provided further
that the sections from the Agreement as summarized under the headings “Indemnification of Authority and
Limitation on Liability” and “Tax Exempt Status of the Bonds™ herein will survive such termination.

{Section 2.02)

Construction of Project

The BOCES agrees that, whether or not there are sufficient moneys available to it under the provisions
of the Master Resolution, the Series 2007 Resolution and Agreement, the BOCES will complete the
acquisition, design, construction, reconstruction. rehabilitation, renovation and improving or otherwise
providing and furnishing and equipping of the Project in connection with which the Authority has issued
Series 2007 Bonds, substantially in accordance with the Plans and Specifications related thereto as such
Plans and Specifications may be amended by the BOCES with the approval of the State Education
Department and filed with the Authority. Subject to the conditions of the Agreement, the Authority will, to
the extent of moneys available in the Construction Fund, cause the BOCES to be reimbursed for, or pay,
any costs and expenses incurred by the BOCES which constitute Costs of the Project, provided such costs
and expenses are approved by the Authority, which approval will not be unreasonably withheld. In order to
provide moneys for payment of the Cost of the Project, upon the written request of the BOCES, the
Authority may issue additional Bonds.

(Section 3.01)

Payment of Rentals

{a) The BOCES will pay to the Authority the following Basic Rent in the amounts and on the dates as
follows:

{I) Subject to subdivision (¢) of this subsection, on each September 1, or if such September 1 isnot a
Business Day then the next succeeding Business Day, the interest on Outstanding Series 2007 Bonds
payable on the next succeeding February 15 and August 15 and the principal and Sinking Fund Installments
of Outstanding Series 2007 Bonds payable by reason of maturity and redemption on the next succeeding
August 15;

(ii) Subject to subdivision (e) of this subsection, on each September 1, or if such September 1 is not a
Business Day then the next succeeding Business Day, the amount, if any, as will have been set forth in the
certificate of the Trustee made pursuant to the Master Resolution as summarized in Appendix D under the
heading “Debt Service Reserve Fund™ as necessary to restore the Debt Service Reserve Fund to the Debt
Service Reserve Fund Requirement; and
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(iii) On the fifth Business Day prior to cach interest payment date, the amount, if any, necessary to
cause the amount on deposit in the Debt Service Fund to equal the amount of principal of and interest
payable on the Bonds on such interest payment date.

For purposes of subsections (a)(i) and (ii) herein, in estimating the interest to accrue on a Variable
Interest Rate Bond after the end of the then current rate period, the Authority will assume that interest will
accrue on such Variable Interest Rate Bond from and after the last day of such rate period at a constant rate
per annum equal to the rate at which it then bears interest, plus one percent (1%s) per annum.

The BOCES will have the option to make from time to time prepayments in part of payments due as
aforesaid of Basic Rent, together with interest accrued and to accrue and premium, if any, to be paid on the
Series 2007 Bonds, if such prepayment is to be used for the purchase or redemption of such Series 2007
Bonds. To the extent that the BOCES prepays all of the Basic Rent payable with respect to a Project (as
determined by the Authority and the BOCES), such Project may be released from the Agreement. The
Trustee will apply such prepayments in such manner comsistent with the provisions of the Master
Resolution as may be specified in writing by the BOCES at the time of making such prepayment.

Subject to the provisions of the Agreement and of the Master Resolution, the BOCES will receive a
credit against the amount required to be paid by the BOCES pursuant io subparagraph (i) of this subsection
(a) on account of any Sinking Fund Installments if, not less than forty-five (45) days prior to an August 15
on which a Sinking Fund Installment is scheduled to be due, there will be delivered to the Trustee for
cancellation one or more Bonds of the Series and maturity to be so redeemed on such August 15. The
amount of the credit will be equal to the principal amount of Bonds so delivered and cancelled.

(b) The BOCES will pay to the Authority, as additional rent for the Project, the amounts, and on the
dates, as follows:

(i) On the date of delivery of the Series 2007 Bonds, to the extent not paid from the proceeds of the
Series 2007 Bonds, the Authority Fee and any Administrative Expenses, as estimated by an Authorized
Officer of the Authority, incurred in connection with the issuance of the Series 2007 Bonds;

(ii) On each March 31 or such other date as may be agreed to by the Authority, the Annual
Administrative Fee;

(iii) The Administrative Expenses of the Authority, the Trustee and each Paying Agent for the Series
2007 Bonds, within sixty (60) days after notice of the amount thereof is given to the BOCES; and

(iv) The amount determined by an Authorized Officer of the Authority as required to be rebated to the
Department of the Treasury of the United States of America in excess of the amount available therefor in
the Arbitrage Rebate Fund.

(c) The Authority will furnish the BOCES not less than sixty (60) days prior to the date on which a
payment is due pursuant to this subsection, a statement of the amount, purpose and payment date of each
payment required to be made pursuant to this subsection. With respect to the payment of Basic Rent
pursuant to snbsection (a) above, the amount set forth in such statement will be net of amounts on deposit
in the Debt Service Fund, including the State funds received and such interest earnings thereon, if any, as of
the date of such statement and such statement will set forth the amount of such State funds received, such
interest eamings thereon and amounts still owed to the Authority. The failure to furnish such statement
will not excuse the BOCES’s failure to pay, when due, the Basic Rent payable pursuant to this section.

(d) In addition to the payments required under this heading, in the event a Reserve Fund Facility is
deposited for all or part of the Debt Service Reserve Fund Requirement in accordance with the Master
Resolution, as summarized in Appendix D under the heading “Debt Service Reserve Fund,” the BOCES
will be obligated (i) to make payments to the Trustee to restore the Debt Service Reserve Fund to its
requirement so that the Facility Provider may be reimbursed for amounts paid by it pursuant to such
Reserve Fund Facility and (ii) to pay the Administrative Expenses of the Authority incurred in connection
with such Reserve Fund Facility, including without limitation, amounts necessary to pay fees, expenses and
interest payable to the Facility Provider by the Authority in connection with such Reserve Fund Facility. If
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the Reserve Fund Facility is to be replaced with money pursuant to the third paragraph of the heading
“Debt Service Reserve Fund” summarized in Appendix D, the BOCES will be obligated to make payments
to the Trustee in amounts and at the times that deposits are to be made to the Debt Service Reserve Fund
pursvant to such paragraph.

{e) The BOCES will receive a credit against payment due under the Agreement equal to the amount of
State funds received by the Trustee or the Authority to be applied towards such payment. If the amount of
such State funds received by the Trustee or the Authority on September 1 is less than the amount required
to be paid under the Agreement, the Authority will give notice to BOCES not more than ten (10) days from
such September 1. Such notice will state the amount received by the Trustee and the Authority and the
amount still due and payable.

The Authority will notify the BOCES of the receipt of any payment of State funds by the Authority or
the Trustee after September 1 no more than ten (10) days afier receipt of such funds, which notice will state
the amount received by the Trustee and the Authority and the amount still due and payable. If the amount
of State funds received by the Trustee or the Authority by January 1 of each year is less than the amount of
interest payable on the Series 2007 Bonds on February 15, the BOCES will pay to the Tiustee by January
15 the difference between the amount of State funds received and the interest payvable on the Series 2007
Bonds on February 15. If the amount of State funds received by the Trustee or the Authority by July I of
each year, after the application of the amounts necessary to make the interest payments due on the
preceding February 15, is less than the amount of principal and interest payable on the Series 2007 Bonds
on August 15, the BOCES will pay to the Trustee by July 15 the difference between the amount of State
funds received and the principal and interest payable on the Bonds on August 15.

If on January 1 of each vear the amount of moneys on deposit in the Debt Service Reserve Fund is less
than the Debt Service Reserve Fund Requirement, the BOCES will pay to the Trustee by January 15 the
difference between the amount of State funds received and the amount of money to make up the deficiency
in the Debt Service Reserve Fund and satisfy the Debt Service Reserve Fund Requirement. If on July 1 of
each year the amount of moneys on deposit in the Debt Service Reserve Fund is less than the Debt Service
Reserve Fund Requirement, the BOCES will pay to the Trustee by July 15 the difference between the
amount of State funds received and the amount of money to make up the deficiency in the Debt Service
Reserve Fund and satisty the Debt Service Reserve Fund Requirement.

{Section 4.01)

Indemnification of Authority and Limitation on Liability

Both during the Lease Term and thereafier, the BOCES, fo the extent permitted by law, hereby releases
the Authority and each director, officer and employee of the Auvthority from claims for damages or liability
arising from or out of the design, acquisition, construction, reconstruction, rehabilitation, improvement, or
use of the Leased Property pursuant hereto. Both during the Lease Term and thereafier, the BOCES, to the
extent permitted by law, will indemnify and hold the Authority and each member, officer and employee of
the Authority harmless against any and all labilities, losses, costs, damages or claims, and will pay any and
all judgments or expenses of any and all kinds or nature and however arising, imposed by law, including
interest thereon, which it or any of them may sustain, be subject to or be caused to incur by reason of any
claim, action, suit, charge or proceeding arising (1) from or out of the design, acquisition, construction,
reconstruction, rehabilitation, improvement or use of the Leased Property (including the Project), pursuant
hereto, based upon: personal injury, death, or damage to property, whether real, personal or mixed; or upon
or arising out of contracts entered into by the Authority, or (2) upon or arising out of the Authority’s
ownership of a leasehold estate of the Leased Property or the leasing thereof to the BOCES; or (3) upon or
arising out of the acquisition of the Leased Property, or upon or arising out of an allegation that an official
statement, prospectus, placement memorandum or other offering document prepared in connection with the
sale and issuance of the Series 2007 Bonds contained an untrue or misleading statement of a material fact
obtained from the BOCES relating to the BOCES or the Project, or omitted to state a material fact relating
to the BOCES or the Project necessary in order to make the statements made therein in light of the
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circumstances under which they were made not misleading provided however, that neither the Authority
nor a member, officer or employee of the Authority will be released, indemnified or beld harmless from
any claim for damages, liability, loss, cost, damage, judgment or expense arising out of the gross
negligence or willful misconduct of the Authority, such member, officer or employee.

(Section 4.03)

Operation, Maintenance and Repair

During the Lease Term, the BOCES will be responsible for, and pay all costs of, operating the Leased
Property, maintaining the same in condition suitable and sufficient for the use for which they are intended,
and making all necessary repairs and replacements, interior and exterior, structural and nonstructural.

The BOCES is responsible for the over-all supervision of the Leased Property, for the overhead and
general administrative costs of the BOCES which are incurred because of the Leased Property and for the
integration of the operation of the Leased Property into the BOCES educational program.

{Section 5.01)

Utilities, Taxes and Governmental Charges

The BOCES will pay or cause to be paid all charges for water, electricity, light, heat or power, sewage,
telephone and other utility service, rendered or supplied upon or in connection with the Leased Property
during the Lease Term.

In addition, the BOCES will (i) pay, or make provision for payment of, all lawful taxes and assessments
(other than those which are the basis of a Permitted Encumbrance), including income, profits, property or
excise taxes, if any, or other municipal or governmental charges, levied or assessed by any federal, state or
any municipal government upon the Authority or the BOCES with respect to or upon the Ieased Property
or any part thereof or upon any payments under the Agreement when the same will become due; (ii) not
create or suffer to be created any lien or charge upon the Leased Property or any part thereof, except
Permitted Encumbrances, or upon the payments in respect thereof pursuant hereto; and (jii) pay or cause to
be discharged or make adequate provision to satisfy and discharge, within sixty {60) days after the same
will come into force, any lien or charge upon the Leased Property or any part thereof, except Permitted
Encumbrances, or upon any payments under the Agreement and all lawful claims or demands for labor,
materials, supplies or other charges which, if unpaid, might be or become a lien upon any payments under
the Agreement.

The Authority will cooperate fully with the BOCES in the payment of taxes or assessments and in the
handling and conduct of any prospective or pending litigation with respect to the levying of taxes or
assessments on the Leased Property and will, to the extent it may lawfully do so, permit the BOCES to
litigate in any such proceeding in the name and behalf of the Authority.

(Section 5.02}

Additions, Enlargements and Improvements

The BOCES will have the right at any time and from time to time during the Lease Term, at its own
cost and expense, to make such additions, alterations, modifications, enlargements, improvements and
expansions to, or repairs, reconstruction and restorations of, a Project (collectively, the "Alterations"), as
the BOCES will deem necessary or desirable in conuection with any permitted use thereof, provided,
however, that no Alteration which requires structural change of the Project, or which modifies or changes
any aspect or feature thereof designed or intended to protect the life or provide for the safety of the
occupanis of the Project, will be made by the BOCES without the prior written consent of an Authorized
Officer of the State Education Department. The cost of any such additions, enlargements, improvements,
expansions, repairs, reconstruction or restorations will be promptly paid or discharged so that the Project
will at all times be free of liens for labor and materials supplied thereto other than Permitted
Fncumbrances. All additions, enlargements, improvements and expansions to, or repairs, reconstruction
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and restorations of, a Project on the Leased Property will be and become a part of the Project and the
property leased to the Authority under the Agreement.

(Section 5.03)

Insurance

The BOCES will, in accordance with the requirements of the Agreement, procure and maintain, or
cause to be procured and maintained, to the extent reasonably obtainable, from responsible insurers,
insurance of the type and in the amounts customarily and reasonably maintained by educational institutions
providing services similar to those provided by the BOCES. All policies of insurance required by this
section will be primary to any insurance maintained by the Authority. In the event the BOCES fails to
provide the insurance required by the Agreement, the Authority may elect at any time thereafier to procure
and maintain the insurance required by this section at the expense of the BOCES.

(Section 5.05)

Damage or Destruction

The BOCES agrees to notify the Authority and the Trustee immediately in the case of damage to or
destruction of the Leased Property or any portion thereof in an amount exceeding $100,000 resulting from
fire or other casualty. The Authority agrees that the net proceeds of any insurance relating to such damage
or destruction, not exceeding $100,000, may be paid directly to the BOCES.

In the event the Leased Property or any portion thereof is damaged or destroyed by fire or other
casualty and the damage or destruction is estimated to exceed $100,000, the net proceeds of any insurance
will be initially paid directly to the Authority for deposit and application as hereby provided. The BOCES
will within one hundred eighty (180) days after such damage or destruction determine whether or not to
repair, reconstruct, restore or improve the Leased Property and give written notice of such determination to
the Authority. If the BOCES elects to repair, reconstruct, restore or improve the Leased Property it wilt
proceed forthwith to repair, reconstruct, restore or improve the Leased Property to substantially the same
condition as it existed prior to the event causing such damage or destruction. So long as the BOCES is not
in default under the Agreement as summarized herein under the heading “Events of Default” hereof, any
net proceeds of insurance relating to such damage or destruction received by the Authority will be
deposited to the credit of the Construction Fund and applied to payment of the costs of such repairs,
reconstruction, restoration or improvement in the same manner and upon the same conditions as set forth in
the Master Resolution for the payment of the Costs of the Project from the Construction Fund.

It is further understood and agreed that in the event the BOCES will elect to repair, reconstruct, restore
or improve the Leased Property, the BOCES will complete the repairs, reconstruction, restoration or
improvement of the Leased Property.

In the event the BOCES elects not to repair, reconstruct, restore or improve the Leased Property, the net
proceeds of any insurance will be paid to the Authority, as a prepayment of the Rentals under the
Agreement, for deposit to the Debt Service Fund and application to the redemption of Qutstanding Series
2007 Bonds or for payment to the Trustee, to be held by the Trustee, in trust, pursuant to the Master
Resolution as summarized in Appendix D under the heading “Defeasance™ for the payment of Qutstanding
Series 2007 Bonds in accordance with the written instructions of an Authorized Officer of the Authority.

(Section 5.006)

Condemnation

The Agreement and the interest of the BOCES will terminate as to a Project or portion thereof on
Leased Property and the Leased Property appertaining thereto condemned or taken by eminent domain
when title thereto vests in the party condemming or taking the same (hereinafter referred to as the
“termination date™). The BOCES hereby irrevocably assigns to the Authority all right, title and interest of
the BOCES in and to any net proceeds of any award, compensation or damages (hereinafter referred to as
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an “award™), payable in connection with any such condemnation or taking during the Lease Term. Such
net proceeds will be initially paid to the Authority for deposit and application as hereinafter provided.

In the event of any such condemnation or taking the BOCES will within ninety (90) days after the
termination date therefor determine whether or not to repair, reconstruct, restore or improve such Project
and give written notice of such determination to the Authority. If the BOCES elects to repair, reconstruct,
restore or improve such Project, so long as the BOCES is not in default under the Agreement as
summarized in subsection (a) under the heading “Events of Default and Remedies” herein, any such net
proceeds received by the Authority will be deposited to the credit of the Construction Fund and be applied
to finance the costs of such repairs, reconstruction, restoration or improvements in the same manner and
upon the same conditions set forth in the Master Resolution for the payment of the Costs of the Project
from the Construction Fund.

In the event the BOCES elects not 1o repair, reconstruct, restore or improve such Project, the award will
be paid to the Authority, as a prepayment of the Rentals under the Agreement, for deposit to the Debt
Service Fund and application to the redemption of Qutstanding Series 2007 Bonds or for payment to the
Trustee, to be held by the Trustee, in trust, pursuant to the Master Resotution as summarized in Appendix D
under the heading “Defeasance” for the payment of Quistanding Bonds in accordance with the written
instructions of an Authorized Officer of the Authority.

The Authority will cooperate fully with the BOCES in the handling and conduct of any prospective or
pending condemnation proceedings with respect to a Project on Leased Property or any part thereof and
will, to the extent it may lawfully do so, permit the BOCES to litigate in any such proceeding in the name
and behalf of the Authority. In no event will the Authority voluntarily settle, or consent to the settlement
of, any prospective or pending condemnation proceedings with respect to a Project on Leased Property or
any part thereof without the written consent of the BOCES.

(Section 5.07)

Assignment by BOCES

The BOCES will not sell, sublease or otherwise dispose of or encumber its interest in a Project except
as provided herein under the heading “Sale; Subletting” herein. The Agreement may not be assigned in
whole or in part by the BOCES.

(Section 7.04)

Use of Project

The BOCES agrees that the Project will be occupied or used only by or for students, members of the
faculty, staff and personnel, officers and employees of the BOCES, and the district superintendent of
schools, in each case in connection with their respective duties, functions and responsibilities relating to the
operation of the Project, or, on a temporary basis, by or for individuals connected with educational
activities; provided, however, that any occupancy or use of the Project which is from time to time
Authorized or permitted by the provisions of the Education Law of the State relating to boards of
cooperative educaticnal services will be deemed to be authorized or permitted by this section.

(Section 7.05)

Restrictions on Religious Use

The BOCES agrees that with respect to any Project or portion thereof, so long as such Project or
portion thereof exists and unless and until such Project or portion thercof is sold for the fair market value
thereof, such Project or any portion thereof will not be used for sectarian religious instruction or as a place
of religious worship or in connection with any part of a program of a school or department of divinity for
any religious denomination; provided, however, that the foregoing restriction will not prohibit the free
exercise of any religion and will not restrict or inhibit compliance with the Equal Access Act, 20 U.S.C.
Sections 4071-4074; and, further provided, however, that if at any time hereafier, in the opinion of Bond
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Counsel, the then applicable statutory and/or case law would permit the Project or a portion thereof to be
used without regard to the above stated restriction, said restriction will not apply to such Project and each
portion thereof. The Authority and its agents may conduct such inspections as the Authority deems
necessary to determine whether the Project or any portion of real property thereof financed by Bonds is
being used for any purposed proscribed hereby. The BOCES hereby further agrees that prior to any
disposition of any portion of the Project for less than fair market value, it will execute and record in the
appropriate real property records an instrument subjecting, to the satisfaction of the Authority, the use of
such portion of such Project to the restriction that (i) so long as such portion of such Project (and, if
included in such Project, the real property on or in which such portion of such Project is simated) will exist
and (i) vntil such portion of such Project is sold or otherwise transferred to a person who purchases the
same for the fair market value thereof at the time of such sale or transfer, such portion of such Project will
not be used for sectarian religious instruction or as a place of religious worship or used in connection with
any part of the program of a school or department of divinity of any religious denomination. The
instrument containing such restriction will further provide that such restriction may be enforced at the
instance of the Authority or the Attorney General of the State, by a proceeding in any court of competent
jurisdiction, by injunction, mandamus or by other appropriate remedy. The instrument containing such
restriction will also provide that if at any time thereafter, in the opinion of Bond Counsel, the then
applicable statutory and/or case law would permit such portion of such Project, or, if included in such
Project, the real property on or in which such portion is situated, to be used without regard to the above
stated restriction, then said restriction will be without any force or effect. For the purposes of this
paragraph an involuntary transfer or disposition of the Project or a portion thereof, upon foreclosure or
otherwise, will be considered a sale for the fair market value thereof.

(Section 7.06)

Sale; Subletting

No Leased Property will be sold by the BOCES, or any other person or entity succeeding to any of their
respective inierests without the prior written consent of the Authority, accompanied by an opinion of Bond
Counsel to the effect that such sale would not adversely affect the exclusion of the interest on any of the
Bonds from gross income for federal income tax purposes.

No Leased Property will be sublet by the BOCES, or any other person or entity succeeding to any of
their respective interests  without the prior written consent of the Authority, accompanied by an opinion
of Bond Counsel to the effect that such sublease would not adversely affect the exclusion of the interest on
any of the Bonds from gross income for federal income tax purposes.

The sale or subletting of Leased Property will not reduce the Rentals payable under the Agreement and
will not otherwise affect the obligations of the BOCES thereunder.

(Section 7.07)
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Tax Exempt Status of the Bonds

The BOCES, so long as it leases a Project and Leased Property under the Agreement, (i) will take no
action, or permit any action to be taken, or omit to take any action, with respect to the Project or any
Project which will adversely affect the exclusion of interest on any Series 2007 Bonds from gross income
for purposes of federal income taxation; (ii) will not invest or otherwise use “gross proceeds™ of the Series
2007 Bonds in a manner which would cause any Series 2007 Bond (other than a Sertes 2007 Bond
designated as federally taxable) to be an “arbitrage bond” within the meaning of Section 148 of the Code,
and any proposed or final regulations thereunder as are applicable to any Series 2007 Bond; and (iii) will
not, nor will any “related person,” as defined in Section 147(a)(2) of the Code, pursuant to an arrangement,
formal or informal, purchase Series 2007 Bonds (other than Series 2007 Bonds designated as federally
taxable) in an amount related to the amount of any obligation to be acquired by the Authority from the
BOCES.

(Section 7.09)

Events of Default and Remedies

An “event of default” or a “default” will mean, whenever they are used in the Agreement, any one or
more of the following events:

(a) Failure by the BOCES to pay or cause to be paid when due the Rentals to be paid under the
Agreement which failure continues for a period of seven (7) days after payment thereof was due;

(b) Failure by the BOCES to pay or to cause to be paid when due any other payment required to be
made under the Agreement which failure continues for a peried of thirty (30) days after payment thereof
was due, provided that written notice thereof will have been given to the BOCES not less than thirty (30)
days prior to the due date thereof;

(c) Failure by the BOCES to observe and perform any covenant, condition or agreement on its part to
be observed or performed, other than as referred to in subparagraphs (a) and (b) of this section, which
failure will continue for a period of thirty (30) days after written notice, specifying such failure and
requesting that it be remedied, is given to the BOCES by the Authority or such longer period, as is required
to cure such default, if by reason of the nature of such failure the same cannot be remedied within such
thirty (30) day period and the BOCES has within such thirty (30) day period commenced to take
appropriate actions to remedy such failure and is diligently pursuing such actions;

(d) Any representation or warranty of the BOCES contained in the Agreement will have been at the
time it was made untrue in any material respect; or

(e} The BOCES will generally not pay its debts as such debts become due, or will admit in writing its
inability to pay its debts generally, or will make a general assignment for the benefit of creditors; or any
proceeding will be instituted by or against the BOCES seeking to adjudicate it a bankrupt or insolvent, or
seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief, or composition
of it or its debts under any law relating to bankruptcy, insolvency or reorganization or relief of debtors, or
seeking the entry of an order for relief or the appointment of a receiver, trustee, or other similar official for
it for any substantial part of its property; or the BOCES will authorize any of the actions set forth above in
this subparagraph (e).

(Section 8.01)

Whenever any event of default referred to above will have happened and be continuing, the Authority
may take whatever action at law or in equity may appear necessary or desirable to collect the payments
then due and thereafter to become due, or to enforce performance and observance of any obligation,
agreement or covenant of the BOCES under the Agreement.

(Section 8.02)
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Amendments, Changes and Modifications

The Agreement may be amended, changed or modified in any respect provided that each amendment,
change or modification is in writing signed by an Authorized Officer of the Authority and of the BOCES;
provided, however, that no amendment, change or modification will take effect unless and until (i) if the
consent of Holders of Qutstanding Series 2007 Bonds is required by the Master Resolution as summarized
in Appendix D under the heading “Amendment, Change, Modification or Waiver of Agreement,” there will
have been filed with the Trustee the written consents of the Holders of the percentages of Qutstanding
Series 2007 Bonds specified under such heading of the Master Resolution, (ii) if the consent of the Trustee
is required by such section, the Trustee will have consented thereto and (iii) an executed copy of such
amendment, change or modification, certified by an Authorized Officer of the Authority, will have been
filed with the Trustee.

(Section 9.04)
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SUMMARY OF CERTAIN PROVISIONS OF THE MASTER RESOLUTION

The following is a brief summary of certain provisions of the Master Resolution, as amended by the
First Supplemental Resolution. Such summary does not purport to be complete and reference is made to
the Master Resolution, as so amended, for full and complete statements of such and all provisions. Defined
terms used in the Master Resolution, as so amended, will have the meanings ascribed to them in Appendix
A or in the body of this Official Statement.

Master Resolution and Bonds Constitutes Separate Contracts

With respect to each Applicable Series of Bonds, in consideration of the purchase and acceptance of
any and all of the Bonds of an Applicable Serics authorized to be issued under the Master Resolution and
under the Applicable Series Resolution by those who will hold or own the same from time to time, the
Master Resolution and the Applicable Series Resolution will be deemed to be and will constitute a contract
among the Authority, the Trustee and the Holders from time to time of such Bonds, and the pledge and
assignment made i the Master Resolution and the covenants and agreements set forth to be performed by
or on behalf of the Authority will be for the equal and ratable benefit, protection and security of the Holders
of any and all of such Bonds of an Applicable Series, all of which, regardless of the time or times of their
issue or maturity, will be of equal rank without preference, priority or distinction of any such Bonds of such
Series over any other Bonds except as expressly provided in the Master Resolution or permitted by the
Master Resolution or by the Applicable Series Resolution.

(Section 1.03)

Authorization of the Series 2007 Bonds

The Series 2007 Bonds will be issued pursuant to the Master Resolution, the Series 2007 Resolution
and the Act. In addition to the Series 2007 Bonds, the Master Resolution authorizes the issuance of other
Series of Bonds for such other purposes as are authorized by the Master Resolution.

The Bonds of the Authority will not be a debt of the State, nor will the State be liable thereon, nor will
the Bonds be payable out of any funds other than those of the Authority pledged by the Master Resolution
to the payment of the principal, Sinking Fund Installments, if any, and Redemption Price of and interest on
the Bonds.

{Section 2.01)

Additional Bonds and Other Obligations

The Authority reserves the right to issue bonds, notes or any other obligations or otherwise incur
indebtedness pursuant to other and separate resolutions or agreements of the Authority, so long as such
bonds, notes or other obligations are not, or such other indebtedness is not, except as provided in the Master
Resolution, entitled to a charge or lien or right prior or equal to the charge or lien created by the Master
Resolution, or prior or equal to the rights of the Authority and Holders of Bonds.

(Section 2.03)

Authorization of Redemption

Bonds subject to redemption prior to maturity will be redeemable at such times, at such Redemption
Prices and upon such terms as may be specified in the Master Resolution or in the Applicable Series
Resolution authorizing their issuance or the Applicable Bond Series Certificate,

{Section 4.01)
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Redemption at Election of the Authority

The Series, maturities and principal amounts of the Bonds to be redeemed at the election or direction
of the Authority will be determined by the Authority in its sole discretion, subject to any limitations with
respect thereto contained in the Master Resolution or in the Series Resolution authorizing such Series or the
Applicable Bond Series Certificate. The notice of redemption required by the Master Resolution to be
given will not be given with respect to Bonds to be redeemed pursuant to the Master Resolution unless
prior to the date such notice is to be given the Authority will have obtained the written consent of each
Facility Provider to which Provider Payments are then due and unpaid.

(Section 4.02)

Selection of Bonds to Be Redeemed

Unless otherwise provided in the Series Resolution authorizing the issuance of Bonds of a Series or the
Bond Series Certificate relating to such Bonds, in the event of redemption of less than all of the
Outstanding Bonds of like Series, maturity and tenor, the Trustee will assign to each Outstanding Bond of
the Series, maturity and tenor to be redeemed a distinctive number for each unit of the principal amount of
such Bond equal to the lowest denomination in which the Bonds of such Series are authorized to be issued
and will select by lot, using such method of selection as it will deem proper in its discretion, from the
numbers assigned to such Bonds as many numbers as, at such unit amount equal to the lowest
denomination in which the Bonds of such Series are authorized to be issued for each number, will equal the
principal amount of such Bonds to be redeemed. In making such selections the Trustee may draw the
Bonds by lot (1) individually or (ii) by one or more groups, the grouping for the purpose of such drawing to
be by serial numbers (or, in the case of Bonds of a denomination of more than the lowest denomination in
which the Bonds of such Series are authorized to be issued, by the numbers assigned thereto as provided in
the Master Resolution) which end in the same digit or in the same two digits. In the case, upon any
drawing by groups, the total principal amount of Bonds drawn will exceed the amount to be redeemed, the
excess may be deducted from any group or groups so drawn in such manner as the Trustee may determine.
The Trustee may in its discretion assign numbers to aliquot portions of Bonds and select part of any Bond
for redemption. The Bonds to be redeemed will be the Bonds to which were assigned numbers so selected;
provided, however, that only so much of the principal amount of each such Bond of a denomination of
more than the lowest denomination in which the Bonds of such Series are authorized to be issued will be
redeemed as will equal the lowest denomination in which the Bonds of such Series are authorized to be
issued for each number assigned to it and so selected.

(Section 4.04)

Notice of Redemption

Whenever Bonds are to be redeemed, the Trustee will give notice of the redemption of the Bonds in
the name of the Authority. Such notice will be given by mailing a copy of such notice not less than thirty
(30) days nor more than sixty (60) days prior to the redemption date. Such notice will be sent by first class
mail, postage prepaid, to the registered owners of the Bonds which are to be redeemed, at their last known
addresses, if any, appearing on the registration books not more than ten (10) Business Days prior to the date
such notice is given. Upon giving such notice, the Trustee will promptly certify to the Authority that it has
mailed or caused to be mailed such notice to the registered owners of the Bonds to be redeemed in the
manner provided in the Master Resolution. Such certificate will be conclusive evidence that such
notice was given in the manner required by the Master Resolution. The faiture of any Holder of a Bond to
be redeemed to receive such notice will not affect the validity of the proceedings for the redemption of the
Bonds.

Any notice of redemption, unless moneys will be received by the Trustee prior to giving such notice
sufficient to pay the principal of and premium, if any, and interest on the Bonds to be redeemed, may state
that such redemption will be conditional upon the receipt of such moneys by the Trustee by 1:00 P.M.

D-4



(New York time) on the date fixed for redemption. If such moneys are not so received said notice will be
of no force and effect, the Authority will not redeem such Bonds and the Trustee will give notice, in the
manner in which the notice of redemption was given, that such moneys were not so received.

(Section 4.03)

Payment of Redeemed Bonds

If, on the redemption date, moneys for the redemption of all Bonds or portions thereof of any like
Series, maturity and tenor to be redeemed, together with interest accrued and unpaid thereon to the
redemption date, will be held by the Trustee and Paying Agents so as to be available therefor on such date
and if notice of redemption will have been mailed as stated in the Master Resolution, then, from and after
the redemption date, interest on the Bonds or portions thereof so called for redemption will cease to acerue
and such Bonds will no longer be considered to be Outstanding under the Master Resolution. If such
moneys will not be so available on the redemption date, such Bonds or portions thereof will continue to
bear interest until paid at the same rate as they would have borne had they not been called for redemption.

(Section 4.06)

Pledge of Revenues

The proceeds from the sale of the Bonds, the Applicable Revenues, the Authority’s security interest in
the Applicable Pledged Revenues, and, all funds established by the Master Resolution, other than the
Applicable Arbitrage Rebate Fund, are pledged and assigned to the Trustee as security for the payment of
the principal, Sinking Fund Installments, if any, and Redemption Price of and interest on the Bonds and as
security for the performance of any other obligation of the Authority under the Resolution and under any
Series Resolution, all in accordance with the provisions of the Master Resolution and any Series
Resolution. The pledge of the Revenues will relate only to the Bonds of an Applicable Series authorized by
such Series Resolution and no other Series of Bonds and such pledge will not secure any such other Series
of Bonds. The pledge is valid, binding and perfected from the time when the pledge attaches and the
proceeds from the sale of the Bonds, the Revenues, the Authority’s security interest in the Applicable
Pledged Revenues and the funds and accounts established by the Master Resolution and by any Series
Resolution will immediately be subject to the lien of such pledge without any physical delivery thereof or
further act, and the lien of such pledge will be valid, binding and perfected as against all parties having
claims of any kind in tort, contract or otherwise against the Authority irrespective of whether such parties
have notice thereof. No instrument by which such pledge is created nor any financing statement need be
recorded or filed. The Bonds will be special obligations of the Authority payable solely from and secured
by a pledge of the proceeds from the sale of the Bonds, the Revenues, the Authority’s security interest in
the Applicable Pledged Revenues and the funds and accounts established by the Master Resolution, which
are pledged by the Master Resolution as provided in the Master Resolution, which pledge will constitute a
first lien thereon, subject only, with respect to such Applicable Pledged Revenues, to the Applicable Prior

Pledges.
(Section 5.01)

Establishment of Funds

Unless otherwise provided by the Applicable Series Resolution, the following funds are authorized to
be established, held and maintained for each Applicable Series by the Trustee under the Applicable Series
Resolution separate from any other funds established and maintained pursuant to any other Series

Resolution:
Construction Fund;
Debt Service Fund;

Debt Service Reserve Fund;
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Building and Equipment Reserve Fund; and
Arbitrage Rebate Fund

Accounts and sub-accounts within each of the foregoing funds may from time to time be established in
accordance with an Applicable Series Resolution, an Applicable Bond Series Certificate or upon the
direction of the Authority. All moneys at any time deposited in any fund created by the Master Resolution,
other than the Applicable Arbitrage Rebate Fund, will be held in trust for the benefit of the Holders of the
Applicable Series of Bonds, but will nevertheless be disbursed, allocated and applied solely in connection
with Applicable Series of Bonds for the uses and purposes provided in the Master Resclution.

(Section 5.02)

Application of Bond Proceeds

Upon the receipt of proceeds from the sale of a Series of Bonds, the Authority will apply such
proceeds as specified in the Master Resolution and in the Series Resolution authorizing such Series or in
the Bond Series Certificate relating to such Series.

Accrued interest, if any, received upon the delivery of a Series of Bonds will be deposited in the Debt
Service Fund uniess all or any portion of such amount is to be otherwise applied as specified in the Series
Resolution authorizing such Series or the Bond Series Certificate relating to such Series.

(Section 5.03)

Application of Moneys in the Construction Fund

As soon as practicable after the delivery of each Series of Bonds, there will be deposited in the
Applicable Construction Fund the amount required to be deposited therein pursuant to the Series
Resolution authorizing such Series or the Bond Series Certificate relating to such Series. In addition, the
Authority will deposit in the Applicable Construction Fund any moneys paid to the Authority for the
acquisition, construction, reconstruction, rehabilitation or improvement of any Project, inchuding without
limitation, the equity contribution, if any, provided by a BOCES. Moneys deposited in the Construction
Fund will be used only to pay the Costs of Issuance of the Bonds and the Costs of the Applicable Project.

An Applicable Project will be deemed to be complete (a) upon delivery to the Authority and the
Trustee of a certificate signed by an Authorized Officer of the BOCES which certificate will be delivered
as soon as practicable after the date of completion of such Project or (b) upon delivery to the BOCES and
the Trustee of a certificate of the Authority which certificate may be delivered at any time after completion
of such Project. Each such certificate will state that such Project has been completed substantially in
accordance with the plans and specifications, if any, applicable to such Project and that such Project is
ready for occupancy, and, in the case of a certificate of an Authorized Officer of such BOCES, will specify
the date of completion.

Upon receipt by the Trustee of the certificate required pursuant to this subdivision, the moneys, if any,
then remaining in the Applicable Construction Fund, afier making provision in accordance with the
direction of the Authority for the payment of any Costs of Issuance of an Applicable Series of Bonds and
Costs of an Applicable Project then unpaid, will be paid by the Trustee as follows and in the following
order of priority:

First: To the Applicable Arbitrage Rebate Fund, the amount determined by the Authority to be
required to be deposited therein;

Second: To the Applicable Debt Service Reserve Fund, such amount as will be necessary to make the
amount on deposit in such fund equal to the Applicahle Debt Service Reserve Fund Requirement; and

Third: To the Applicable Debt Service Fund, to be applied in accordance with the Master Resolution
as summarized under the heading “Debt Service Fund”, any balance remaining.
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Following the occurrence and during the continuation of an Event of Default under an Applicable
Agreement, the Authority may, in its sole discretion, transfer moneys in the Applicable Construction Fund
to the Trustee for application pursuant to the provisions of the Master Resolution as summarized under the
heading “Debt Service Fund”.

(Section 5.04)

Allocation of Revenues

The Applicable Revenues and any other moneys which, by any of the provisions of the Applicable
Agreement, are required to be deposited in the Applicable Debt Service Fund, will upon receipt by the
Trustee be deposited to the credit of the appropriate account in the Applicable Debt Service Fund. To the
extent not required to pay, (a) the interest becoming due on Outstanding Bonds of the Applicable Series on
the next succeeding interest payment date or dates of such Bonds to and including August 15; (b) the
amount necessary to pay the principal and Sinking Fund Installments becoming due on the Applicable
Series of Outstanding Bonds on such August 15; and (¢) moneys which are required or have been set aside
for the redemption of Bonds of the Applicable Series, moneys in the Applicable Debt Service Fund will be
paid by the Trustee on or before the business day preceding each interest payment date as follows and in
the following order of priority:

First: To reimburse, pro rata, each Facility Provider which has issued a Reserve Fund Facility which
constitutes any part of the Applicable Debt Service Reserve Fund for moneys advanced thereunder,
including interest thereon, in proportion to the respective amounts advanced by each such Facility Provider;

Second: To the Applicable Debt Service Reserve Fund, the amount, if any, necessary to make the
amount on deposit therein equal to the Applicable Debt Service Reserve Fund Requirement; and

Third: To the Authority, unless otherwise paid, such amounts as are payable to the Authority relating
to such Series for: (i) any expenditures of the Authority for fees and expenses of auditing, and fees and
expenses of the Applicable Trustee and Paying Agents, all as required hereby, (ii) all other expenditures
reasonably and necessarily incurred by the Authority in connection with the financing of the Applicable
Project, including expenses incurred by the Authority to compel full and punctual performance of all the
provisions of the Applicable Apreement and or Applicable Lease Agreement and/or Applicable Lease
Agreement in accordance with the terms thereof, and (iif) any fees of the Authority; but only upon receipt
by the Trustee of a certificate of the Authority, stating in reasonable detail the amounts payable to the
Authority pursuant to this paragraph Third.

(Section 5.053)

Debt Service Fund

The Trustee will on or before the Business Day preceding each interest payment date pay to itself and
any other Paying Agent out of the Debt Service Fund:

(a} the interest due and payable on all Qutstanding Bonds of the Applicable Series on such interest
payment date;

{b) the principal amount due and payable on all Qutstanding Bonds of the Applicable Series on such
interest payment date; and

(¢) the Sinking Fund Installments or other amounts related to a mandatory redemption, if any, due and
payable on all Qutstanding Bonds of the Applicable Series on such interest payment date.

The amounts paid out pursuant to (a), (b) and {c) above will be irrevocably pledged to and applied to
such payments.

Notwithstanding the above, the Authority may, at any time subsequent to the first day of any Bond
Year but in no event less than forty-five (45) days prior to the succeeding date on which a Sinking Fund
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Installment is scheduled to be due, direct the Trustee to purchase, with moneys on deposit in the Applicable
Debt Service Fund, at a price not in excess of par plus interest accrued and unpaid to the date of such
purchase, Term Bonds to be redeemed from such Sinking Fund Installment.

In the event that on the fourth Business Day preceding any interest payment date there are insufficient
amounts in the Applicable Debt Service Fund, the Trustee is required to withdraw from the Applicable
Debt Service Reserve Fund and deposit to the Applicable Debt Service Fund such amount as will increase
the amount therein to an amount sufficient to make the required payments from such fund.

Moneys in the Applicable Debt Service Fund in excess of the amount required to pay the principal and
Sinking Fund Installments of Outstanding Bonds of the Applicable Series payable during the next
succeeding Bond Year, the interest on Outstanding Bonds of the Applicable Series payable on and prior to
the earlier of the next sncceeding February 15 or August 15, and the purchase price or Redemption Price of
Qutstanding Bonds theretofore contracted to be purchased or called for redemption, plus accrued interest
thereon to the date of purchase or redemption, will be paid or applied by the Trustee in accordance with the
direction of an Authorized Officer of the Authority (i) to the purchase of Quistanding Bonds of the
Applicable Series at purchase prices not exceeding the Redemption Price applicable on the next interest
payment date on which such Bonds are redeemable, plus accrued and unpaid interest to such date, at such
times, at such purchase prices and in such manner as an Authorized Officer of the Authaority will direct or
(ii) to the redemption of Bonds of the Applicable Series as provided in the Master Resolution, at the
Redemption Prices specified in the Applicable Series Resolution or Applicable Bond Series Certificate.

(Section 5.07)

Debt Service Reserve Fund

The Trustee will deposit to the credit of the Applicable Debt Service Reserve Fund such proceeds of
the sale of Bonds, if any, as will be prescribed in the Applicable Series Resolution authorizing the issuance
of such Series of Bonds or the Applicable Bond Series Certificate relating to such Series. Moneys held for
the credit of the Applicable Debt Service Reserve Fund are required to be withdrawn by the Trustee and
deposited to the credit of the Applicable Debt Service Fund at the times and in the amounts required to
comply with the provisions of the Master Resolution.

In lieu of or in substitution for moneys, the Autherity may deposit or cause to be deposited with the
Trustee a Reserve Fund Facility for the benefit of the Holders of the Bonds for all or any part of the
Applicable Debt Service Reserve Requirement; provided, however, (i) that any such surety bond or
msurance policy will be issued by an insurance company or association duly authorized to do business in
the State and either {A) the claims paying ability of such insurance company or association is rated in the
highest rating category accorded by a nationally recognized insurance rating agency or (B) obligations
insured by a surety bond or an insurance policy issued by such company or association are rated at the time
such surety bond or insurance policy is delivered, without regard to qualification of such rating by symbols
such as “+” or ““~"or numerical notation, in the highest rating category by a Rating Agency and (ii) that any
letter of credit will be issued by a bank, a trust company, a national banking association, a corporation
subject to registration with the Board of Governors of the Federal Reserve System under the Bank Holding
Company Act of 1956 or any successor provision of law, a federal branch pursuant to the International
Banking Act of 1978 or any successor provision of law, or a domestic branch or agency of a foreign bank
which branch or agency is duly licensed or authorized to do business under the laws of any state or territory
of the United States of America, the unsecured or uncollateralized long term debt obligations of which, or
long term obligations secured or supported by a letter of credit issued by such person, are rated at the time
such letter of credit is delivered, without regard to qualification of such rating by symbols such as “+” or *“~
” or numerical notation, in at least the second highest rating category by a Rating Agency .

In addition to the conditions and requirements set forth above, no Reserve Fund Facility will be
deposited in full or partial satisfaction of the Applicable Debt Service Reserve Fund Requirement unless
the Trustee and each Applicable Facility Provider of an Applicable Reserve Fund Facility will have
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received prior to such deposit (i) an opinion of counsel acceptable to the Trustee and to each such Facility
Provider of a Reserve Fund Facility to the effect that such Reserve Fund Facility has been duly authorized,
executed and delivered by the Facility Provider thereof and is valid, binding and enforceable in accordance
with its terms, (ii) in the event such Facility Provider is not a domestic entity, an opinion of foreign counsel
in form and substance satisfactory to the Trustee and to each Facility Provider and (iii) in the event such
Reserve Fund Facility is a letter of credit, an opinion of counsel acceptable to the Trustee and to each
Facility Provider of a Reserve Fund Facility substantially to the effect that payments under such letter of
credit will not constitute avoidable preferences under Section 347 of the United States Bankruptcy Code in
a case commenced by or against the Authority or the BOCES thereunder or under any applicable provisions
of the Debtor and Creditor Law of the State.

Notwithstanding the foregoing, if at any time after a Reserve Fund Facility has been deposited with the
Trustee any Outstanding Bonds of the Applicable Series are rated, without regard to qualification of such
rating by symbols such as “+” or *“~”, in less than the second highest rating category of a Rating Agency
and the unsecured or uncollateralized long term debt of the Facility Provider or the long term debt
obligations secured or supporied by a surety bond, insurance policy or letter of credit of a Facility Provider
is reduced below A by a Rating Agency, the Authority will either (i) replace or cause to be replaced said
Reserve Fund Facility with another Reserve Fund Facility which satisfies the requirements of the two
preceding paragraphs or (ii} deposit or cause to be deposited in the Applicable Debt Service Reserve Fund
an amount of moneys equal to the value of the Reserve Fund Facility of such Facility Provider, such
deposits to be, as nearly as practicable, in ten equal semiannual installments commencing on the earlier of
the February 15 or August 15 next succeeding the reduction in said ratings.

Each such surety bond, insurance policy or letter of credit will be payable (upon the giving of such
notice as may be required thereby) on any date on which moneys are required to be withdrawn from the
Applicable Debt Service Reserve Fund and such withdrawal cannot be made without obtaining payment
under such Reserve Fund Facility.

For the purposes of the Master Resolution, in computing the amount on deposit in the Applicable Debt
Service Reserve Fund, a Reserve Fund Facility will be valued at the amount available to be paid thereunder
on the date of computation; provided, however, that, if the unsecured or uncollateralized long term debt of
such Facility Provider, or the long term debt obligations secured or supported by a surety bond, insurance
policy or letter of credit of said Facility Provider has been reduced below the ratings required by the Master
Resolution, said Reserve Fund Facility will be valued at the lesser of (i) the amount available to be paid
thereunder on the date of calculation and (ii) the difference between the amount available to be paid
thereunder on the date of issue thereof and an amount equal to a fraction of such available amount the
numerator of which is the aggregate number of February 15th's and August 15th's which have elapsed
since such ratings were reduced and the denominator of which is ten.

The income or interest earned on investments in the Applicable Debt Service Reserve Fund will be
withdrawn by the Trustee, as received, and deposited in the Applicable Abitrage Rebate Fund, the
Applicable Debt Service Fund or the Applicable Construction Fund for application in accordance with the
direction of an Authorized Officer of the Authority. If the value of the moneys and investments held for
the credit of the Applicable Debt Service Reserve Fund exceeds the Applicable Debt Service Reserve Fund
Requirement, such excess will, upon direction of an Authorized Officer of the Authority, be deposited in
the Applicable Arbitrage Rebate Fund, the Applicable Debt Service Fund or the Applicable Construction
Fund in accordance with such direction; provided, however, that if such amount results from the
substitution of a Reserve Fund Facility for moneys or investments in the Debt Service Reserve Fund, such
amount will not be deposited in the Applicable Debt Service Fund or the Applicable Construction Fund
unless in the opinion of Bond Counsel such application will not adversely effect the exclusion of interest on
any of the Bonds from gross income for federal income tax purposes.

Notwithstanding the provisions above, if, upon an Applicable Bond having been deemed to have been
paid in accordance with the section of the Master Resolution described below under the heading
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“Defeasance,” the moneys and investments held for the credit of the Applicable Debt Service Reserve Fund
will exceed the Applicable Debt Service Reserve Fund Requirement, then the Trustee will withdraw all or
any portion of such excess from the Applicable Debt Service Reserve Fund and either (i) apply such
amount to the payment of the principal or Redemption Price of and interest on such Bond or to fund any
reserve for the payment of the principal and Sinking Fund Installments of or interest on the bonds, notes or
other obligations, if any, issued to provide for the payment of such Bond or (ii) pay such amount to the
Authority for deposit to the Applicable Construction Fund if, in the opinion of Bond Counsel, application
of such moneys to make the payment of Costs of the Project will not adversely affect the exclusion of
interest on any Bonds from gross income for federal income tax purposes; provided, however, that after
such withdrawal the amount remaining in the Applicable Debt Service Reserve Fund will not be less than
the Applicable Debt Service Reserve Fund Requirement.

1f the value of the moneys and investments held for the credit of the Applicable Debt Service Reserve
Fund is less than the Applicable Debt Service Reserve Fund Requirement, the Trustee will immediately
notify the Authority, the Applicable BOCES and each Facility Provider, if any, of such deficiency. The
amount of such deficiency shall be included in the Basic Rent payable during the next succeeding Bond
Year.

(Section 5.08)

Arbitrage Rebate Fund

The Trustee will deposit to the Applicable Arbitrage Rebate Fund any moneys delivered to it by the
Applicable BOCES for deposit therein and, notwithstanding any other provisions of the Master Resolution,
will transfer to the Arbitrage Rebate Fund, in accordance with the directions of an Authorized Officer of
the Authority, moneys on deposit in any other funds held by the Trustee under the Master Resclution at
such times and in such amounts as will be set forth in such directions.

Moneys on deposit in the Applicable Arbitrage Rebate Fund will be applied by the Trustee in
accordance with the direction of an Authorized Officer of the Authority to make payments to the
Department of the Treasury of the United States of America at such times and in such amounts as the
Authority will determine to be required by the Code to be rebated to the Department of the Treasury of the
United States of America. Moneys which an Authorized Officer of the Authority determines to be in
excess of the amount required to be so rebated will first, be applied to reimburse, pro rata, each Facility
Provider for moneys advanced under an Applicable Reserve Fund Facility, including interest thereon,
which is then unpaid, in proportion to the respective amounts advanced by each such Facility Provider; and
then be deposited to any fund or account established under the Master Resolution in accordance with the
wriften direction of such Authorized Officer.

If and to the extent required by the Code, the Authority will periodically, at such times as may be
required to comply with the Code, determine the amount required by the Code to be rebated to the
Department of the Treasury of the United States of America with respect to each Series of Bonds and (i)
transfer or direct the Trustee to transfer from any other of the funds and accounts held under the Master
Resolution and deposit to the Arbitrage Rebate Fund, such amount as the Authority will have determined to
be necessary in order to enable it to comply with its obligation to rebate moneys to the Department of the
Treasury of the United States of America with respect to each Applicable Series of Bonds and (ii) pay out
of the Applicable Arbitrage Rebate Fund to the Department of the Treasury of the United States of America
the amount, if any, required by the Code to be rebated thereto.

(Section 5.09)

Application of Moneys in Certain Funds for Retirement of Bonds

Notwithstanding any other provisions of the Applicable Series Resolution or the Master Resoltion, if
at any time the amounts held in the Applicable Debt Service Fund and the Applicable Debt Service Reserve



Fund are sufficient to pay the principal or Redemption Price of all Outstanding Bonds of the Applicable
and the interest accrued and unpaid and 1 accrue on such Bonds to the next date of redemption when all
such Bonds are redeemable, or to make provision pursuant to the section of the Master Resolution
described below under the heading “Defeasance” for the payment of the Quistanding Bonds at the maturity
or redemption dates thereof, the Authority may (i) direct the Trustee to redeem all such Outstanding Bonds,
whereupon the Trustee will proceed to redeem or provide for the redemption of such Guistanding Bonds in
the manner provided for redemption of such Bonds by the Master Resolution and by each Applicable Series
Resolution as provided in the Master Resolution, or (ii) give the Trustee irrevocable instructions and make
provision for the payment of the Outstanding Bonds at the maturity or redemption dates thereof in
accordance with the Master Resolution.

(Section 5.10)

Transfer of Investments

Whenever moneys in any fund or account established under the Applicable Series Resolution or the
Master Resolution are to be paid in accordance with the Master Resolution to another such fund or account,
such payment may be made, in whole or in part, by transferring to such other fund or account investments
held as part of the fund or account from which such payment is to be made, whose value, together with the
moneys, if any, to be transferred, is at least equal to the amount of the payment then to be made; provided,
however, that no such transfer of investments would result in a violation of any investment standard or
guideline applicable to such fund.

(Section 5.11)

Computation of Assets of Certain Funds

The Trustee, after the end of each calendar month, will compute the value of the assets in the
Applicable Debt Service Reserve Fund on the last day of each such month, and notify the Authority, the
BOCES and each Applicable Facility Provider as to the results of such computation and the amount by
which the value of the assets in the Applicable Debt Service Reserve Fund exceeds or is less than the
Applicable Debt Service Reserve Fund Requirement.

(Section 3.12)

Security for Deposits

All moneys held under the Master Resolution by the Trustee will be continuously and fully secured,
for the benefit of the Authority and the Holders of the Applicable Series of Bonds, by direct obligations of
the United States of America or obligations the principal of and interest on which are guaranteed by the
United States of America of a market value equal at all times to the amount of the deposit so held by the
Trustee; provided, however, (a) that if the securing of such moneys is not permitted by applicable law, then
in such other manner as may then be required or permitted by applicable State or federal laws and
regulations regarding the security for, or granting a preference in the case of, the deposit of trust funds, and
(b) that it will not be necessary for the Trustee or any Paying Agent to give security for the deposit of any
moneys with them pursuant to the sections of the Master Resolution described under the headings “Debt
Service Fund” and “Defeasance,” and held in trust for the payment of the principal, Sinking Fund
Installments, if any, or Redemption Price of or interest on any Bonds, or for the Trustee to give security for
any moneys which will be represented by obligations purchased or other investments made under the
provisions of the Master Resolution as an investment of such moneys.

{(Section 6.01)
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Investment of Funds and Accounts

Moneys held under the Master Resolution, if permitted by law, will, as nearly as may be practicable,
be invested in Government Obligations or Exempt Obligations; provided, however, that each such
investment will permit the moneys so deposited or invested to be available for use at the times at which the
Authority reasonably believes such moneys will be required for the purposes of the Master Resolution.
Moneys held under the Master Resolution by the Trustee will be invested by the Trustee upon the direction
of an Authorized Officer of the Authority, given or confirmed in writing, which direction will specify the
amount to be invested.

In licu of the investments of moneys in obligations authorized in the Master Resolution, the Trustee
will, to the extent permitted by law, upon direction of the Authority given or confirmed in writing, signed
by an Authorized Officer of the Authority, invest moneys in the Debt Service Reserve Fund, and the
Authority may, to the extent permitted by law, invest moneys in the Applicable Construction Fund, in (i)
interest-bearing time deposits, certificates of deposit or other similar investment arrangements including,
but not limited to, written repurchase agreements relating to Government Obligations, with Qualified
Financial Institutions; (ii) Exempt Obligations or (iii} Investment Agreements; provided, however, that (w)
each such investment will permit the moneys so deposited or invested to be available for use at the times at,
and in the amounts in, which the Authority reasonably believes such moneys will be required for the
purposes of the Master Resolution, (x) all moneys in each such interest-bearing time deposit, certificate of
deposit or other similar investment arrangement will be continuously and fully secured by ownership of or
a security interest in Government Obligations of a market value, determined by the Trustee or its agent not
less frequently than monthly, equal to the amount deposited or invested including interest accrued thereon,
(y) the obligations securing such interest-bearing time deposit or certificate of deposit or which are the
subject of such other similar investment arrangement will be deposited with and held by the Trustee or an
agent of the Trustee approved by an Authorized Officer of the Authority, and (z) the Government
Obligations securing such time deposit or certificate of deposit or which are the subject of such other
similar investment arrangement will be free and clear of claims of any other person.

Obligations purchased or other investments made as an investment of moneys in any fund or account
held under the provisions of the Master Resolution will be deemed at all times to be a part of such fund or
account and the income or interest earned, profits realized or losses suffered by a fund or account due to the
investment thereof will be credited or charged, as the case may be, to such fund or account.

In computing the amount in any fund or account held by the Trustee under the provisions of the Master
Resolution, obligations purchased as an investment of moneys therein or held therein will be valued at par
or the market value thereof, plus accrued interest, whichever is lower, except that investments held in the
Debt Service Reserve Fund will be valued al par or the cost thereof, including accrued interest, whichever
is lower.

(Section 6.02)

Payment of Principal and Interest

The Authority covenants to pay or cause to be paid the principal, Sinking Fund Installments, if any, or
Redemption Price of and interest on every Bond of each Series on the date and at the places and in the
manner provided in the Bonds according to the true intent and meaning thereof.

(Section 7.01)

Accounts and Audits

The Authority covenants to keep proper books of records and accounts (separate from all other records
and accounts), which may be kept on behalf of the Authority by the Trustee, in which complete and correct
entrics will be made of its transactions relating to each Series of Bonds, which books and accounts, at
reasonable hours and subject to the reasonable rules and regulations of the Authority, will be subject to the

D-12



inspection of the Trustee, the BOCES or of any Holder of a Bond or his representative duly authorized in
writing. The Trustee will annually prepare a report which will be furnished to the Authority, each Facility
Provider, each Credit Facility Issuer and the Applicable BOCES. Such report will include at least: a
statement of all funds (including investments thereof) held by such Trustee and the Authority pursuant to
the provisions of the Master Resolution and of each Applicable Series Resolution; a statement of the
Applicable Revenues collected in connection with the Master Resolution and with each Applicable Series
Resolution; a statement that the balances in the Applicable Debt Service Reserve Fund meet the
requirements of the Master Resolution and of the Applicable Series Resolution; and complete and correct
entries of all transactions relating to an Applicable Series of Bonds. A copy of such report, will, upon
receipt of a written request therefor, and payment of any reasonable fee or charge made in connection
therewith, be furnished to the registered owner of a Bond of the Applicable Series or any beneficial owner
of a Book Entry Bond of the Applicable Series requesting the same.

(Section 7.035)

Creation of Liens

The Authority covenants not to create or cause to be created any lien or charge prior or equal to that of
the Bonds of an Applicable Series on the proceeds from the sale of the Bonds, the Applicable Revenues or
the funds and accounts established by the Master Resclution or by any Applicable Series Resolution which
are pledged by the Master Resolution; provided, however, that nothing contained in the Master Resolution
will prevent the Authority from issuing bonds, notes or other obligations under another and separate
resolution so long as the charge or lien created by such resolution is not prior or equal to the charge or lien
created by the Master Resolution.

(Section 7.06)

Enforcement of Obligations of the BOCES

The Authority covenants to take all legally available action to cause a BOCES to perform fully its
obligation to pay Basic Rent and other amounts which under the Applicable Agreement are to be paid to
the Trustee, in the manner and at the times provided in the Applicable Agreement.

(Section 7.07)

Offices for Payment and Registration of Bonds

The Authority will at all times maintain an office or agency in the State where Bonds may be presented
for payment. The Authority may, pursuant to a Supplemental Resolution or a Series Resolution or pursuant
to a resolution adopted in accordance with the Master Resolution, designate an additional Paying Agent or
Paying Apents where Bonds of the Series authorized thereby or referred to therein may be presented for
payment. The Authority will at all times maintain an office or agency in the State where Bonds may be
presented for registration, transfer or exchange and the Trustee is appointed by the Master Resolution as its
agent to maintain such office or agency for the registration, transfer or exchange of Bonds.

(Section 7.09)

Antendment, Change, Modification or Waiver of Agreement or Lease Agreement

Neither an Applicable Agreement nor an Applicable Lease Agreement may be amended, changed,
modified, altered or terminated so as to materially adversely affect the interest of the Holders of the
Qutstanding Bonds of the Applicable Series without the prior written consent of the Holders of at least a
majority in aggregate principal amount of such Bonds then Outstanding; provided, however, that if such
modificaticn or amendment will, by its terms, not take effect so long as any Bonds of any Applicable Series
remain Qutstanding, the consent of the Holders of such Bonds will not be required and such Bonds will not
be deemed to be Outstanding for the purpose of any calculation of Outstanding Bonds of the Applicable

D-13



Series under the Master Resolution; provided, further, that no such amendment, change, modification,
alteration or termination will reduce the percentage of the aggregate principal amount of Qutstanding
Bonds of such Series the consent of the Holders of which is a requirement for any such amendment,
change, modification, alteration or termination, or decrease the amount of any payment reguired to be made
by the BOCES under the Applicable Agreement that is to be deposited with the Trustee or extend the time
of payment thereof. Except as otherwise provided in the Master Resolution, an Agreement or a Lease
Agreement may be amended, changed, modified or altered without the consent of the Holders of
Outstanding Bonds of the Applicable Series or the Applicable Trustee. Specifically, and without limiting
the generality of the foregoing, an Agreement or a Lease Agreement may be amended, changed, modified
or altered without the consent of the Trustee and the Holders of Qutstanding Bonds of such Series (i) to
provide changes in connection with the acquisition, construction, reconstruction, rehabilitation, renovation
and improvement or otherwise, the providing, furnishing and equipping of any facilities constituting a part
of the Applicable Project or which may be added to such Project; (ii) to provide for the financing of
additional Costs of the Project leased pursuant to such Applicable Agreement or the financing of Additional
Projects for the Applicable BOCES through the issuance of an additional Series of Bonds (provided that
such amendment provide for additional rent to be paid by the Applicable BOCES sufficient to pay such the
debt service on such additional Series of Bonds and related costs and will further provide that the pledge of
Pledged Revenues to secure such additional rent is subordinate to any pledge of Pledged Revenue
previously made by such BOCES and that additional rent payable on a particular day may only be paid
after the payment of the amounts to be paid by such BOCES on such date prior to such amendment); (ii) to
provide for the issuance of Bonds of an Applicable Series; or (iv) to cure any ambiguity or correct or
supplement any provisions contained in the Applicable Agreement or the Applicable Lease Agreement, as
the case may be, which may be defective or inconsistent with any other provisions contained in the Master
Resolution or in such Agreement, or a Lease Agreement.

An Applicable Series will be deemed to be adversely affected by an amendment, change, modification
or alteration of the Agreement or Lease Agreement if the same adversely affects or diminishes the rights of
the Holders of the Bonds of such Series in any material respect. The Trustee may in its discretion determine
whether or not, in accordance with the foregoing provisions, Bonds of an Applicable Series would be
adversely effected in any material respect by any amendment, change, modification or alteration, and any
such determination will be binding and conclusive on the Authority and all Holders of such Bonds.

The purchasers of the Bonds of a Series, whether purchasing as underwriters, for resale or otherwise,
upon such purchase from the Authority, may consent to an amendment, change, modification, termination
or waiver permitted by the Master Resolution with the same effect as a consent given by the Holder of such
Bonds.

(Section 7.10)

Notice as to Agreement Default

The Authority covenants to notify the Trustee in writing that an “event of default” under the
Applicable Agreement, as such term is defined in the Applicable Agreement, has occurred and is
continuing, which notice is required to be given within five (5) days after the Authority has obtained actual
knowledge thereof.

(Section 7.11)



Basic Rent

The Applicable Agreement will provide for the payment of Basic Rent which will be sufficient at all
times (i) to pay the principal and Sinking Fund Installments of and interest on Outstanding Bonds of the
Applicable Series as the same become due and payable and (ii) to make the payments to the Applicable
Debt Service Reserve Fund required hereby.

(Section 7.12)

Maodification and Amendment witheut Consent of Holders

The Authority may adopt at any time or from time to time Supplemental Resolutions for any one or
more of the following purposes, and any such Supplemental Resolution will become effective in
accordance with its terms upon the filing with the Trustee of a copy thereof certified by an Authorized
Officer of the Authority:

(a) To add additional covenants and agreements of the Authority for the purpose of further securing
the payment of the Bonds of an Applicable Series, provided such additional covenants and agreements are
not contrary to or inconsistent with the covenants and agreements of the Authority contained in the Master
Resolution;

(b) To prescribe further limitations and restrictions upon the issuance of Bonds of an Applicable
Series and the incurring of indebtedness by the Authority which are not contrary to or inconsistent with the
limitations and restrictions thereon theretofore in effect;

(c) To surrender any right, power or privilege reserved to or conferred upon the Authority by the
terms of the Master Resolution, provided that the surrender of such right, power or privilege is not contrary
to or inconsistent with the covenants and agreements of the Authority contained in the Master Resolution;

(d) To confirm, as further assurance, any pledge under the Master Resolution or under the Applicable
Series Resolution, and the subjection to any lien, claim or pledge created or to be created by the provisions
of the Master Resolution, of the Applicable Revenues, or any pledge of any other moneys, investments
thereof or funds;

(e) To modify any of the provisions of the Master Resolution or of any previously adopted Series
Resolution or Supplemental Resolution in any other respects, provided that such modifications will not be
effective until after all Bonds of an Applicable Series of Bonds Outstanding as of the date of adoption of
such Supplemental Resolution will cease to be Outstanding, and all Bonds of an Applicable Series issued
under an Applicable Series Resolution will contain a specific reference to the modifications contained in
such subsequent resolutions; or

(D With the consent of the Trustee, to cure any ambiguity or defect or inconsistent provision in the
Master Resolution or to insert such provisions clarifying matters or questions arising under the Master
Resolution as are necessary or desirable, provided that any such modifications are mot contrary to or
inconsistent herewith as theretofore in effect, or to modify any of the provisions of the Master Resolution
or of any previously adopted Applicable Series Resolution or Supplemental Resolution in any other respect,
provided that such modification will not adversely affect the interests of the Bondholders of the Applicable
Series in any material respect.

(Section 9.02)

Supplemental Resolutions Effective with Consent of Bondholders

The provisions of the Master Resolution may also be modified or amended at any time or from time to
time by a Supplemental Resolution, subject to the consent of the Bondholders in accordance with and
subject to the provisions of the Master Resolution, such Supplemental Resolution to become effective upon
the filing with the Trustee of a copy thereof certified by an Authorized Officer of the Authority.

(Section 9.03)

D-15



General Provisions Relating to Series Resolutions and Supplemental Resolutions

The Master Resolution will not be modified or amended in any respect except in accordance with and
subject to the provisions of the Master Resolution. Nothing contained in the Master Resolution will affect
or limit the rights or obligations of the Authority to adopt, make, do, execute or deliver any resolution, act
or other instrument pursuant to the provisions of the Master Resolution or the right or obligation of the
Authority to execute and deliver to the Trustee or any Paying Agent any instrument elsewhere in the Master
Resolution provided or permitted to be delivered to the Trustee or any Paying Agent.

A copy of every Series Resolution and Supplemental Resolution adopted by the Authority, when filed
with the Trustee, will be accompanied by an opinion of Bond Counsel stating that such Series Resolution or
Supplemental Resolution has been duly and lawfully adopted in accordance with the provisions of the
Master Resolution, is authorized or permitted by the Master Resolution and is valid and binding upon the
Authority and enforceable in accordance with its terms. 7 '

The Trustee is authorized to accept delivery of a certified copy of any Series Resolution or
Supplemental Resolution permitted or authorized pursuant to the provisions of the Master Resolution and
to make all further agreements and stipulations which may be contained therein, and, in taking such action,
the Trustee will be fully protected in relying on the opinion of Bond Counsel that such Series Resolution or
Supplemental Resolution is authorized or permitted by the provisions of the Master Resolution.

No Series Resolution or Supplemental Resolution changing, amending or modifying any of the rights
or obligations of the Trustee or of any Paying Agent will become effective without the written consent of
the Trustee or Paying Agent affected thereby.

(Section 9.04)

Powers of Amendment

Any modification or amendment of the Master Resolution and of the rights and obligations of the
Authority and of the Holders of the Bonds under the Master Resolution, in any particular, may be made by
a Supplemental Resolution, with the written consent given as provided in the section of the Master
Resolution described below under the heading “Consent of Bondholders”, (i} of the Holders of at least a
majority in principal amount of the Bonds Outstanding at the time such consent is given, or (ii) in case the
modification or amendment changes the amount or date of any Sinking Fund Installment, of the Holders of
at least a majority in principal amount of the Bonds of the particular Series, maturity and interest rate
entitled to such Sinking Fund Installment, Outstanding at the time such consent is given; provided,
however, that if such modification or amendment will, by its terms, nat take effect so long as any Bonds of
any specified like Series, maturity and tenor remain Outstanding, the consent of the Holders of such Bonds
will not be required and such Bonds will not be deemed to be Outstanding for the purpose of any
calculation of Outstanding Bonds described under this heading. No such modification or amendment will
permit a change in the terms of redemption or maturity of the principal of any Outstanding Bond or of any
installment of interest thereon or a reduction in the principal amount or the Redemption Price thereof or in
the rate of interest thereon without the consent of the Holder of such Bond, or will reduce the percentages
or otherwise affect the classes of Bonds the consent of the Holders of which is required to effect any such
modification or amendment.

(Section 10.01)

Consent of Bondholders

The Authority may at any time adopt a Supplemental Resolution making a modification or amendment
permitted by the provisions of the Master Resolution to take effect when and as provided in the Master
Resolution. A copy of such Supplemental Resolution (or brief summary thereof or reference thereto in
form approved by the Trustee) together with a request to the Bondholders for their consent thereto in form
satisfactory to the Trustee, will promptly afier adoption be mailed by the Authority to the Bondhelders (but
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failure to mail such copy and request to any particular Bondholder will not affect the validity of the
Supplemental Resolution when consented to as provided in the Master Resolution). Such Supplemental
Resolution will not be effective unless and until (i) there will have been filed with the Trustee (a) the
written consent of the Holders of the percentages of Qutstanding Bonds specified in the section of the
Master Resolution described above under the heading ‘Powers of Amendment” and (b) an opinion of Bond
Counsel stating that such Supplemental Resolution has been duly and lawfully adopted and filed by the
Authority in accordance with the provisions of the Master Resolution, is authorized or permitted by the
Master Resolution, and is valid and binding upon the Authority and enforceable in accordance with its
terms, and (ii) a notice will have been mailed as provided in the Master Resolution. Each such consent will
be effective only if accompanied by proof of the holding or owning at the date of such consent, of the
Bonds with respect to which such consent is given, which proof will be such as is permitted by the Master
- Resolution. A certificate or certificates by the Trustee filed with the Trustee that it has examined such
proof and that such proof is sufficient in accordance with the Master Resolution will be conclusive proof
that the consents have been given by the Holders of the Bonds described in the certificate or certificates of
the Trustee. Any consent given by a Bondholder will be binding upon the Bondholder giving such consent
and, anything in the Master Resolution to the contrary notwithstanding, upon any subsequent Holder of
such Bond and of any Bonds issued in exchange therefor (whether or not such subsequent Holder thereof
has notice thereof), unless such consent is revoked in writing by the Bondholder giving such consent or a
subsequent Holder thereof by filing such revocation with the Trustee, prior to the time when the written
statement of the Trustee hereinafter in this paragraph provided for is filed. The fact that a consent has not
been revoked may likewise be proved by a certificate of the Trustee filed with the Trustee to the effect that
no revocation thereof is on file with the Trustee. At any time after the Holders of the required percentages
of Bonds will have filed their consents to the Supplemental Resolution, the Trustee will make and file with
the Authority and the Trustee a written statement that such Holders of such required percentages of Bonds
have filed such consents. Such written statement will be conclusive that such consents have been so filed.
At any time thereafler a notice, stating in substance that the Supplemental Resolution (which may be
referred to as a Supplemental Resolution adopted by the Authority on a stated date, a copy of which is on
file with the Trustee) has been consented to by the Holders of the required percentages of Bonds and will
be effective as provided in this paragraph, will be given to the Bondholders by the Authority by mailing
such notice to the Bondholders and, at the discretion of the Authority, by publishing the same at least once
not more than ninety (90) days after the Holders of the required percentages of Bonds will have filed their
consents to the Supplemental Resolution and the written statement of the Trustee hereinabove provided for
is filed (but failure te publish such notice will not prevent such Supplemental Resolution from becoming
effective and binding as in this paragraph provided). The Authority will file with the Trustee proof of the
mailing of such notice, and, if the same will have been published, of the publication thereof.

For the purposes of the Masier Resolution, the purchasers of the Bonds of a Series, whether purchasing
as underwriters, for resale or otherwise, upon such purchase from the Authority, may consent to a
modification or amendment permitted by the sections of the Master Resolution described herein the
headings “Powers of Amendment” or “Modifications by Unanimous Consent” in the manner provided in
the Master Resolution, except that no proof of ownership will be required, and with the same effect as a
consent given by the Holder of such Bonds; provided, however, that, if such consent if given by a purchaser
who is purchasing as an underwriter or for resale, the nature of the modification or amendment and the
provisions for the purchaser consenting thereto will be described in the official statement, prospectus,
offering memorandum or other offering document prepared in connection with the primary offering of the
Bonds of such Series by the Authority.

(Section 10.02)
Modifications by Unanimous Consent

The terms and provisions of the Master Resolution and the rights and obligations of the Authority and
of the Tolders of the Bonds may be modified or amended in any respect upon the adoption and filing with
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the Trustee by the Authority of a copy of a Supplemental Resolution certified by an Authorized Officer of
the Authority and the consent of the Holders of all of the Bonds then Qutstanding, such consent to be given
as provided in the section of the Master Resolution described above under the heading “Consent of
Bondholders,” except that no notice to the Bondholders either by mailing or publication will be required.

(Section 10.03)

Consent of Facility Provider

Whenever by the terms of the Master Resolution the consent of any of the Holders of the Bonds to a
modification or amendment of the Master Resolution made by a Series Resolution or Supplemental
Resolution is required, such modification or amendment will not become effective until the written consent
of each Facility Provider has been obtained; provided, however, that the consent of a Facility Provider
which has provided a Credit Facility will not be required unless the modification or amendment requires
the consent of the Holders of any percentage in principal amount of Qutstanding Bonds or of the Holders of
any percentage in principal amount of the Bonds of the Series in connection with which such Credit
Facility was provided. No modification or amendment of the Master Resolution which adversely affects a
Facility Provider will be made without the written consent thereto of the Facility Provider affected thereby.
Notice of the adoption of any such Series Resolution or Supplemental Resolution and of the effectiveness
of the modification or amendment made thereby will be given to each Facility Provider by mail at the times
and in the manner provided in the Master Resolution with respect to notices thereof required to be given to
the Holders of the Bonds. Notice thereof will also be given to the Rating Agency as soon as practical after
adoption of such Supplemental Resolution and of the effectiveness thereof.

(Section 10.04)

Events of Default

Events of Default under the Master Resolution include: failure by the Authority to pay the principal,
Sinking Fund Installments or Redemption Price of any Bond when the same will become due and payable;
failure by the Authority to pay an installment of interest on any Bond when the same will become due and
payable; the Authority defaults in the due and punctual performance of the tax covenants contained in the
Series Resolution and, as a result thereof, the interest on the Bonds of a Series is no longer excludable from
gross income under Section 103 of the Code (a “Taxability Default”); and default by the Authority in the
due and punctual performance of any other of the covenants, conditions, agreements and provisions
contained in the Master Resolution or in the Bonds or in any Series Resolution on the part of the Authority
to be performed and such default continues for thirty (30) days after written notice specifying such default
and requiring same to be remedied has been given to the Authority by the Trustee, which may give such
notice in its discretion and must give such notice at the written request of the Holders of not less than
twenty-five per centum (25%) in principal amount of the Outstanding Bonds, unless, if such default is not
capable of being cured within thirty (30) days, the Authority has commenced to cure such default within
said thirty (30) days and diligently prosecutes the cure thereof.

(Section 11.02)

Enforcement of Remedies

Upon the happening and continuance of any Event of Default specified in the section of the Master
Resolution described above under the heading “Events of Default”, then and in every such case, the Trustee
may proceed, and upon the written request of the Facility Provider of a Reserve Fund Facility, or of the
Holders of not less than twenty-five per centum (25%) in principal amount of the Qutstanding Bonds or, in
the case of a happening and continuance of a Taxability Default, upon the written request of the Holders of
not less than twenty-five per centum (25%) in principal amount of the Outstanding Bends of the Series
affected thereby, will proceed (upon receiving compensation, expenses and indemnity to its satisfaction), to
protect and enforce its rights and the rights of the Bondholders or of such Facility Provider under the
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Master Resolution or under any Series Resolution or under the laws of the State by such suits, actions or
special proceedings in equity or at law, as the Trustee deems most effectual to protect and enforce such

rights.

With respect to the Series 2007 Bonds, so long as the Facility Provider of a Credit Facility (i.e.,
Financial Security Assurance Inc.) is not in default under the Credit Facility, the Trustec shall exercise
remedies at the direction of such Facility Provider and shall not exercise remedies at the direction of the
Series 2007 Bondholders or the Facility Provider of a Reserve Fund Facility without the consent of the
Facility Provider of the Credit Facility (i.e. Financial Security Assurance Inc.).

(Section 11.04; Series 2007 Bond Series Certificate)

Limitation of Rights of Individual Bondholders

No Holder of any of the Bonds will have any right to institute any suit, action or proceeding in equity
or at law for the execution of any trust under the Master Resolution, or for any other remedy under the
Master Resolution unless such Holder previously will have given to the Trustee written notice of the Event
of Default on account of which such suit, action or proceeding is to be instituted, and unless also the
Holders of not less than twenty-five per centum (25%) in principal amount of the Outstanding Bonds or, in
the case of a Taxability Default, the Holders of not less than twenty-five per centum (25%) in principal
amount of the Outstanding Bonds of the Series affected thereby, will have made written request to the
Trustee after the right to exercise such powers or right of action, as the case may be, will have accrued, and
will have afforded the Trustee a reasonable opportunity either to proceed to exercise the powers granted by
the Master Resolution or fo institute such action, suit or proceeding in its or their name, and unless, also,
there will have been offered to the Trustee reasonable security and indemnity against the costs, expenses,
and liabilities to be incurred therein or thereby, and the Trustee will have refused or neglected to comply
with such request within a reasonable time.

(Section 11.08)

Defeasance

If the Authority pays or causes to be paid to the Holders of Bonds of an Applicable Series the
principal, Sinking Fund Installments, if any, or Redemption Price of and interest thereon, at the times and
in the manner stipulated therein, in the Master Resolution, and in the Applicable Series Resolution and
Bond Series Certificate, then the pledge of the Revenues or other moneys and securities pledged to such
Bonds and all other rights granted by the Master Resolution to such Holders of Bonds will be discharged
and satisfied.

Bonds for the payment or redemption of which moneys will have been set aside and will be held in
trust by the Trustee (through deposit of moneys for such payment or redemption or otherwise) at the
maturity or redemption date thereof will be deemed to have been paid within the meaning and with the
effect expressed in the paragraph above. All Qutstanding Bonds of any Series or any maturity within a
Series or a portion of a maturity within a Series will prior to the maturity or redemption date thereof be
deemed to have been paid within the meaning and with the effect expressed in the paragraph above if (a) in
case any of said Bonds are to be redeemed on any date prior to their maturity, the Authority will have given
to the Trustee, in form satisfactory to it, irrevocable instructions to give as provided in the Master
Resolution notice of redemption on said date of such Bonds, (b) there has been deposited with the Trustee
either moneys in an amount which will be sufficient, or Defeasance Securities the principal of and interest
on which when due will provide moneys which, together with the moneys, if any, deposited with the
Trustee at the same time, will be sufficient to pay when due the principal or Redemption Price, if
applicable, and interest due and to become due on said Bonds on and prior to the redemption date or
maturity date thereof] as the case may be, (c) the Trustee has received the written consent of each Facility
Provider which has given written notice to the Trustee and the Authority that amounts advanced under a
Credit Facility or Reserve Pund Facility issued by it or the interest thereon have not been repaid to such



Facility Provider, and (d) in the event said Bonds are not by their terms subject to redemption within the
next succeeding sixty (60) days, the Authority has given the Trustee, in form satisfactory to i, irrevocable
instructions to give, as soon as practicable, by first class mail, postage prepaid, to the Holders of said Bonds
at their last known addresses appearing on the registration books, a notice to the Holders of such Bonds that
the deposit required by (b) above has been made with the Trustee and that said Bonds are deemed o have
been paid in accordance with this paragraph and stating such maturity or redemption date upon which
moneys are to be available for the payment of the principal, Sinking Fund Installments, if any, or
Redemption Price, if applicable, of and interest on said Bonds. The Authority will give written notice to
the Trustee of its selection of the Series and maturity payment of which will be made in accordance with
this paragraph. The Trustee will select the Bonds of like Series and maturity payment of which will be
made in accordance with the Master Resolution. Neither Defeasance Securities nor moneys deposited with
. the Trustee pursuant to this paragraph nor principal or interest payments on any such Defeasance Securities
will be withdrawn or used for any purpose other than, and will be held in trust for, the payment of the
principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest on said
Bonds; provided, however, that any moneys received from such principal or interest payments on such
Defeasance Securities deposited with the Trustee, if not then needed for such purpose, must, to the extent
practicable, be reinvested in Defeasance Securities maturing at times and in amounts sufficient to pay when
due the principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest to
become due on said Bonds on and prior to such redemption date or maturity date thereof, as the case may
be.

(Section 12.01)

No Recourse under Master Resolution or on the Bonds

All covenants, stipulations, promises, agreements and obligations of the Authority contained in the
Master Resolution will be deemed to be the covenants, stipulations, promises, agreements and obligations
of the Authority and not of any member, officer or employee of the Authority in his individual capacity,
and no recourse will be had for the payment of the principal or Redemption Price of or interest on the
Bonds or for any claims based thereon, on the Master Resolution or on a Series Resolution against any
member, officer or employee of the Authority or any person executing the Bonds, all such Hability, if any,
being expressly waived and released by every Holder of Bonds by the acceptance of the Bonds,

(Section 14.04)

Certain Provisions Relating to Capital Appreciation Bonds and Deferred Income Bonds

For the purposes of (i) receiving payment of the Redemption Price if a Capital Appreciation Bond is
redeemed prior to maturity or (ii) computing the principal amount of Bonds held by the Holder of a Capital
Appreciation Bond in giving to the Authority, the BOCES or the Trustee any notice, consent, request, or
demand pursuant to the Master Resolution for any purpose whatsoever, the then current Accreted Value of
such Bond will be deemed to be its principal amount. Notwithstanding any other provision of the Master
Resolution, the amount payable at any time with respect to the principal of and interest on any Capital
Appreciation Bond will not exceed the Accreted Value thereof at such time. For purposes of receiving
payment of the Redemption Price or principal of a Capital Appreciation Bond called for redemption prior
to maturity, the difference between the Accreted Value of such Bond when the Redemption Price or
principal thereof is due upon such redemption or declaration and the principal of such Bond on the date the
Bonds of the Series of which it is a part were first issued will be deemed not to be accrued and unpaid
interest thereon.

For the purposes of (i) receiving payment of the Redemption Price if a Deferred Income Bond is
redeemed, or (ii) computing the principal amount of Bonds held by the Holder of a Deferred Income Bond
in giving to the Authority or the Trustee any notice, consent, request, or demand pursuant to the Master
Resolution for any purpose whatsoever, the then current Appreciated Value of such Bond will be deemed to
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be its principal amount. Notwithstanding any other provision of the Master Resolution, the amount payable
at any time prior to the Interest Commencement Date with respect to the principal of and interest on any
Deferred Income Bond will not exceed the Appreciated Value thereof at such time. For purposes of
receiving payment prior to the Interest Commencement Date of the Redemption Price or principal of a
Deferred Income Bond called for redemption prior to maturity, the difference between the Appreciated
Value of such Bond when the Redemption Price or principal thereof is due upon such redemption or
declaration and the principal of such Bond on the date the Bonds were first issued will be deemed not to be
accrued and unpaid interest thereon.

(Section 14.07}
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FORM OF APPROVING OPINION OF BOND COUNSEL

, 2007

Dormitory Authority of the
State of New York

515 Broadway

Albany, New York 12207

Ladies and Gentlemen:

We have examined a record of proceedings relating to the issuance of $10,500,000 aggregate
principal amount of Master BOCES Program Lease Revenue Bonds (St. Lawrence-Lewis Issue), Series
2007 (the “Series 2007 Bonds™) by the Dormitory Authority of the State of New York (the “Authority”),
a body corporate and politic constituting a public benefit corporation of the State New York, created and
existing under and pursuant to the Constitution and statutes of the State New York, including the
Dormitory Authority Act, being Title 4 of Article 8 of the Public Authorities Law of the State of New
York, as amended to the date hereof, including, without limitation, by the Healthcare Financing
Consolidation Act, being Title 4-B of the Public Authorities Law of the State of New York, as amended
to the date hereof (the “Act”). We have also examined such certificates, documents, records and matters
of law as we have deemed necessary for the purpose of rendering the opinions hereinafter set forth.

The Series 2007 Bonds are issued under and pursuant to the Act, the Master BOCES Program
Lease Revenue Bond Resolution adopted by the Authority on August 15, 2001, as heretofore amended
and supplemented (the “Master Resolution™), the Series Resolution Authorizing Up To $11,000,000
Master BOCES Program Lease Revenue Bonds (St. Lawrence-Lewis Issue), Series 2007 adopted by the
Authority on March 28, 2007 (the “Series 2007 Resolution”) and the Bond Series Certificate relating to
the Series 2007 Bonds (the “2007 Bond Series Certificate™). Said resolutions and 2007 Bond Series
Certificate are herein collectively called the “Resolutions.” Capitalized terms used but not defined herein
have the respective meaning given to them in the Resolutions.

The Series 2007 Bonds are part of an issue of bonds of the Authority (the “Bonds”), which the
Authority has established and created under the terms of the Resolution and is authorized to issue from
time to time for the purposes authorized by the Act and the Resolution, as then in effect, and without
limitation as to amount, except as provided in the Resolutions or as may be limited by law. The Series
2007 Bonds were issued for the purposes set forth in the Resolutions.

The Authority is authorized to issue Bonds, in addition to the Series 2007 Bonds, only upon the
terms and conditions set forth in the Resolution and such Bonds, when issued, will with all other Bonds
which have been or may be issued, be entitled to the equal benefit, protection and security of the
provisions, covenants and agreements of the Resolution.

The Series 2007 Bonds will be dated their date of delivery and will bear interest at the rates and
mature on the dates and in the principal amounts set forth below:



Due Interest Due Interest

August 15 Amount Rate August 15 Amount Rate
2008 $295,000 4.250% 2016 $ 515,000 4.500%
2009 390,000 4.000 2017 535,000 5.000
2010 405,000 4.000 2018 565,000 4.000
2011 420,000 4.000 2019 585,000 4.000
2012 440,000 4.000 2020 610,000 4.125
2013 455,000 4.000 2021 635,000 4.250
2014 475,000 4.000 2026 3,685,000 5.400
2015 490,000 4.500

The Series 2007 Bonds are issuable in the form of fully registered bonds in denominations of
$5,000 or any greater integral multiple thereof. The Series 2007 Bonds are numbered consecutively from
one upward in order of issuance.

The Series 2007 Bonds are subject to redemption prior to maturity as provided in the Resolutions
and in the Bond Series Certificate.

The Authority and the Board of Cooperative Educational Services for the Sole Supervisory
District of St. Lawrence-Lewis Counties (“St. Lawrence-Lewis BOCES”) have entered into a Lease and
Agreement, dated as of May 4, 2007 (the “Agreement”), by which the principal and Sinking Fund
Installments of and interest on the Bonds, as well as a part of the Authority’s annual administrative
expenditures and costs, are to be paid by St. Lawrence-Lewis BOCES to the Authority as Basic Rent. All
amounts payable under the Agreement for payment of the principal or Redemption Price of or interest on
the Bonds or to maintain the Debt Service Reserve Fund at its respective requirement are required to be
paid to the Trustee under the Master Resolution and have been pledged by the Authority for the benefit of
the Holders of the Series 2007 Bonds.

We are of the opinion that:

1. The Authority is a body corporate and politic constituting a public benefit corporation of
the State of New York with the right and lawful authority and power to adopt the Resolutions and to issue
the Series 2007 Bonds thereunder.

2. The Series 2007 Resolution has been duly adopted by the Authority in accordance with
the provisions of the Master Resolution and is authorized and permitted by the Master Resolution. The
Resolutions have been duly and lawfully adopted by the Authority, are in full force and effect and are
legal, valid and binding obligations of the Authority enforceable in accordance with their respective
terms.

3. The Series 2007 Bonds have been duly and validly authorized and issued in accordance
with the Constitution and statutes of the State of New York, including the Act, and in accordance with the
Resolutions. The Series 2007 Bonds are legal, valid and binding special obligations of the Authority
payable as provided in the Resolutions, are enforceable in accordance with their terms and the terms of
the Resolutions and are entitled, together with all other Bonds issued under the Resolution, to the equal
benefits of the Resolutions and the Act.

4, The Authority has the right and lawful authority and power to enter into the Agreement
and the Agreement has been duly authorized, executed and delivered by the Authority and constitutes a
legal, valid and binding obligation of the Authority enforceable in accordance with its terms.

5. The Internal Revenue Code of 1986 (the “Code”) sets forth certain requirements that
must be met subsequent to the issuance and delivery of the Series 2007 Bonds for interest thereon to be



and remain excluded from gross income for Federal income tax purposes. Noncompliance with such
requirements could cause the interest on the Series 2007 Bonds to be included in gross income for Federal
income tax purposes retroactive to the date of issue of the Series 2007 Bonds. Pursuant to the Series 2007
Resolution, the Agreement and the Tax Certificate as to Arbitrage and the Provisions of Sections 103 and
141-150 of the Internal Revenue Code (the “Tax Certificate”), the Authority and St. Lawrence-Lewis
BOCES have covenanted to comply with the applicable requirements of the Code in order to maintain the
exclusion of the interest on the Series 2007 Bonds from gross income for Federal income tax purposes
pursuant to Section 103 of the Code. In addition, the Authority and St. Lawrence-Lewis BOCES have
made certain representations and certifications in the Series 2007 Resolution, the Agreement and the Tax
Certificate. We have not independently verified the accuracy of those certifications and representations.

Under existing law, assuming compliance with certain covenants described herein, and the
accuracy of the aforementioned representations and certifications, interest on the Series 2007 Bonds is
excluded from gross income for Federal income tax purposes under Section 103 of the Code. We are also
of the opinion that such interest is not treated as a preference item in calculating the alternative minimum
tax imposed under the Code with respect to individuals and corporations. Interest on the Series 2007
Bonds is, however, included in the adjusted current earnings of certain corporations for purposes of
computing the alternative minimum tax imposed on such corporations.

Bond Counsel is further of the opinion that the difference between the principal amount of the
Series 2007 Bonds maturing on August 15, 2018 through August 15, 2021 (the “Discount Bonds™) and
the initial offering price to the public (excluding bond houses, brokers or similar persons or organizations
acting in the capacity of underwriters or wholesalers) at which price a substantial amount of Discount
Bonds of the same maturity was sold constitutes original issue discount which is excluded from gross
income for Federal income tax purposes to the same extent as interest on the Series 2007 Bonds. Further,
such original issue discount accrues actuarially on a constant interest rate basis over the term of each
Discount Bond and the basis of each Discount Bond acquired at such initial offering price by an initial
purchaser thereof will be increased by the amount of such accrued original issue discount. The accrual of
original issue discount may be taken into account as an increase in the amount of tax-exempt income for
purposes of determining various other tax consequences of owning Discount Bonds, even though there
will not be a corresponding cash payment.

6. Interest on the Series 2007 Bonds is exempt, by virtue of the Act, from personal income
taxes of the State of New York and its political subdivisions, including The City of New York and the
City of Yonkers.

We have examined an executed Series 2007 Bond and, in our opinion, the form of said Bond and
its execution are regular and proper.

The opinions contained in paragraphs 2, 3 and 4 above are qualified to the extent that the
enforceability of the Resolutions, the Agreement and the Series 2007 Bonds may be limited by
bankruptcy, insolvency, moratorium, reorganization or other laws affecting creditors’ rights generally or
as to the availability of any particular remedy. Except as stated in paragraphs 5 and 6 above, we express
no opinion as to any other Federal, state or local tax consequences of the ownership or disposition of the
Series 2007 Bonds. Furthermore, we express no opinion as to any Federal, state or local tax law
consequences with respect to the Series 2007 Bonds, or the interest thereon, if any action is taken with
respect to Series 2007 Bonds or the proceeds thereof upon the advice or approval of other counsel.

In connection with the delivery of this opinion, we are not passing upon the authorization,
execution and delivery of the Agreement by St. Lawrence-Lewis BOCES. We have assumed the due
authorization, execution and delivery of the Agreement by St. Lawrence-Lewis BOCES.

Very truly yours,
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portion of the principal of and interest on the Bond:
Nonpayment by the Issuer.

Financial Security will make payment
Business Day on which Financial
it. A Notice of Nonpayment wj
York time) on such Business
 Nonpayment received i

Agent or Issuer,

the Trustee or
Securlty under

FINANCIAL
SECURITY
ASSURANCEe

en
of

this
Te
un
shall bé
Financial Secuirity incur
is P

MUNICIPAL BOND DEBT SER IC(
RESERVE INSURANCE POL.

i§ Policy shall automatically be reduced by
available under this Policy shall be reinstated

mination Date of this Pplicy ot (b)Y Bonds that are not outstanding under the Bond Document. If the
er this Palicy is also payable under another insurance policy or surety bond insuring the Bonds,
made ungler this Policy to the extent of the amount available under this Policy up to the Policy Limit.
plicate liability for the same amounts owing with respect to the Bonds that are
insurance policy or surety bond that Financial Security has issued.

olicy and any oth

t expressly godified by an endorsement hereto, the following terms shall have the meanings specified

s Policy. "Business Day" means any day other than (a) a Saturday or Sunday or (b) a day on which

ions n the State of New York are, or the Insurer's Fiscal Agent is, authorized or required by law or
O I

ain closed. "Due for Payment" means (a) when referring to the principal of a Bond, payable on the
e thereof or the date on which the same shall have been duly called for mandatory sinking fund

edemption and does not refer to any earlier date on which payment is due by reason of call for redemption (other than by
)andatory sinking fund redemption), acceleration or other advancement of maturity unless Financial Security shall elect,
in\its solg"discretion, to pay such principal due upon such acceleration together with any accrued interest to the




the Issuer to have provided sufficient funds to the Paying Agent for payment in full of aII prine
for. Payment on such Bond. "Nonpayment" shall also include, in respect of a Bond, an
that is Due for' Payment made to an Owner by or on behalf of the Issuer that ha:
pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in a
order of a court having competent jurisdiction. "Notice" means telephonic or telec

obligation constitutes the underlying security for the Bonds.
reserve fund required to be maintained for the Bond

automatically and irrevocably be reduced from time
Requirement, as  provided in the
and the date the

shall not be modified, altered or affected by any
(vr? nt thereto. Except to the extent expressly

NA CLE 76 OF THE NEW YORK INSURANCE LAW.

NANCIALI'SECURITY ASSURANCE INC. has caused this Policy to be executed on its behalf by its

FINANCIAL SECURITY ASSURANCE INC.

By
/ Authorized Officer

of Financial Security Assurance Holdings Ltd. (212) 826-0100
nd Street, New York, N.Y. 10019 ’

FormiB501B NY (8/96)
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