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In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based upon an analysis of existing
laws, regulations, rulings and court decisions, and assuming among other matters, the accuracy of certain
representations and compliance with certain covenants, interest on the 2011 Bonds is excluded from gross income
Jor federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from
personal income taxes imposed by the State of New York and any political subdivision thereof (including The City
of New York). In the further opinion of Bond Counsel, interest on the 2011 Bonds is not a specific preference item
Jor purposes of the federal individual or corporate alternative minimum taxes although Bond Counsel observes
that interest is included in adjusted current earnings when calculating corporate alternative minimum taxable
income. Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or
disposition of, or the accrual or receipt of interest on, the 2011 Bonds. See “TAX MATTERS.”

The Authority will designate the 2011 Bonds as a qualified, tax-exempt obligation pursuant to 265(b)(3) of
the Internal Revenue Code of 1986.
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The $1,935,000 Service Agreement Revenue Bonds, Series 2011 (the “2011 Bonds”) will be issued by the
Dutchess County Water and Wastewater Authority (the “Authority”) as fully registered bonds without coupons in
the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act
as securities depository for the 2011 Bonds. Purchases will be made in book entry form through DTC Participants
only in the principal amount of $5,000 or any integral multiple thereof, and no physical delivery of the 2011 Bonds
will be made to purchasers. Payment of the principal, interest and premium, if any, will be made to purchasers by
DTC through Participants. Interest is payable on April 1, 2012 and on each October 1 and April 1 thereafter, by check
mailed to each holder of record as of the Record Date or, at the option of any holder of 2011 Bonds in an aggregate
principal amount of $1,000,000 or more, by wire transfer as provided in the Resolution.

The 2011 Bonds are subject to optional redemption prior to maturity. See “Description of the 2011 Bonds” herein.

The proceeds of the 2011 Bonds together with certain Authority funds on hand will be used by the Authority (i)
to repay the $1,930,800 million Hyde Park and Birch Hill Water System 2010 Service Agreement Revenue Notes (the
“Notes”) used to fund project development, engineering design and construction costs for certain improvements to
the Hyde Park and Birch Hill Regional Water Systems and accrued interest on the Notes and (ii) to pay the costs of
issuance of the 2011 Bonds.

The 2011 Bonds are special obligations of the Authority and are payable solely from the revenues, funds and
assets pledged as security for the payment thereof, including payments from Dutchess County (the “County”) under
a Service Agreement between the County and the Authority, dated as of June 1, 1998, and amended and restated
as of February 1, 2009 in amounts sufficient to pay when due all installments of principal of, premium, if any, and
interest on all 2011 Bonds issued by the Authority. The 2011 Bonds shall be on a parity with other Additional
Parity Indebtedness (as that term is defined herein) heretofore and hereafter issued by the Authority pursuant to the
Resolution.

The 2011 Bonds are not general obligations of the County and the faith and credit of the County is
not pledged for the payments under the Service Agreement. The 2011 Bonds are special obligations of the
Authority, which has no taxing power.

This cover page contains certain information for quick reference only. It is not a summary of this issue.
Investors must read the entire Official Statement to obtain information essential to the making of an informed
investment decision.
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legality by Orrick Herrington & Sutcliff LLP, New York, New York, Bond Counsel to the Authority. Environmental
Capital LLC, New York, New York, has acted as Financial Advisor to the Authority. It is expected that the 2011
Bonds in definitive form will be available for delivery through The Depository Trust Company in New York, New
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ROOSEVELT & CROSS, INC.

Dated: November 3, 2011
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Maturity Date Amount Rate Yield CUSIP
10/1/2012 $30,000 3.500% 0.750% 267048FC5
10/1/2013 30,000 3.500% 1.000% 267048FD3
10/1/2014 35,000 3.500% 1.250% 267048FE1
10/1/2015 35,000 3.500% 1.500% 267048FF8
10/1/2016 35,000 3.500% 1.800% 267048FG6
10/1/2017 40,000 3.500% 2.000% 267048FH4
10/1/2018 40,000 3.500% 2.250% 267048FJ0
10/1/2019 40,000 3.500% 2.500% 267048FK7
10/1/2020 40,000 3.500% 2.750% 267048FL5
10/1/2021 45,000 4.000% 2.900% 267048FM3
10/1/2022 50,000 4.000% 3.000% 267048FN1
10/1/2023 55,000 4.000% 3.150% 267048FP6
10/1/2024 55,000 4.000% 3.300% 267048FQ4
10/1/2025 55,000 4.000% 3.400% 267048FR2
10/1/2026 60,000 4.000% 3.500% 267048FS0
10/1/2027 60,000 4.000% 3.600% 267048FT8
10/1/2028 65,000 4.000% 3.700% 267048FU5
10/1/2029 65,000 4.000% 3.800% 267048FV3
10/1/2030 70,000 4.000% 3.900% 267048FW1
10/1/2031 70,000 4.000% 4.000% 267048FX9
10/1/2032 75,000 4.125% 4.040% 267048FY7
10/1/2033 80,000 4.125% 4.080% 267048FZ4
10/1/2034 85,000 4.125% 4.125% 267048GA8
10/1/2035 90,000 4.250% 4.150% 267048GB6
10/1/2036 95,000 4.250% 4.200% 267048GC4
10/1/2037 95,000 4.250% 4.220% 267048GD2
10/1/2038 100,000 4.250% 4.220% 267048GE0
10/1/2039 105,000 4.250% 4.250% 267048GF7
10/1/2040 115,000 4.250% 4.250% 267048GG5

10/1/2041 120,000 4.250% 4.250% 267048GH3
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No dealer, broker, salesperson or other person has been authorized by the Dutchess County
Water and Wastewater Authority (the “Authority”) to give any information or to make any
representations, other than as contained in this Official Statement, and if given or made, such other
information or representations must not be relied upon as having been authorized by any of the
foregoing. This Official Statement does not constitute an offer to sell or the solicitation of an offer
to buy, nor shall there be any sale of the 2011 Bonds by any person in any jurisdiction in which it is
unlawful for such person to make such offer, solicitation or sale. The information set forth herein
has been furnished by the Authority and by other sources which are believed to be reliable but is
not guaranteed as to accuracy or completeness. The information and expressions of opinion herein
are subject to change without notice and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no
change in the affairs of the Authority since the date hereof.

THE 2011 BONDS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY
STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.
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OFFICIAL STATEMENT

DUTCHESS COUNTY WATER AND WASTEWATER AUTHORITY (NEW YORK)
$1,935,000 SERVICE AGREEMENT REVENUE BONDS, SERIES 2011

INTRODUCTORY STATEMENT

This Official Statement, which includes the cover page and the exhibits and appendices hereto,
provides certain information in connection with the issuance and sale by the Dutchess County Water and
Wastewater Authority (the “Authority”) of its $1,935,000 aggregate principal amount of Service
Agreement Revenue Bonds, 2011 (the “2011 Bonds”). The 2011 Bonds are to be issued under and
secured by the Authority’s 1998 Water System General Revenue Bond Resolution adopted on May 5,
1998 (the “General Resolution™), as supplemented by a Twelfth Supplemental Resolution adopted on
September 21, 2011 (the “Twelfth Supplemental Resolution”). The General Resolution and the Twelfth
Supplemental Resolution are hereinafter referred to, collectively, as the “Resolution”. The Bank of New
York Mellon, New York, New York is the Trustee under the Resolution (the “Trustee™).

The 2011 Bonds shall be on a parity with other Additional Parity Indebtedness (as that term is
defined herein) heretofore and hereafter issued by the Authority pursuant to the Resolution.

A glossary of certain terms used in this Official Statement is set forth in Appendix B.

The proceeds of the 2011 Bonds together with certain Authority funds on hand will be used by the
Authority (i) to repay the $1,930,800 million Hyde Park and Birch Hill Water System 2010 Service
Agreement Revenue Notes (the “Notes”) used to fund project development, engineering design and
construction costs for certain improvements to the Hyde Park Regional and Birch Hill Water Systems and
accrued interest on the Notes and (ii) to pay the costs of issuance of the 2011 Bonds. See Appendix E
hereto, “THE RESOLUTION” and Appendix A hereto, “SUMMARY REPORTS OF ENGINEER”.

The 2011 Bonds are special obligations of the Authority, and are payable solely from the
revenues, funds and assets pledged as security for the payment thereof, including payments from the
County under an Amended and Tenth Restated Service Agreement between the County and the Authority
dated as of February 1, 2009 (the “Service Agreement”). Under the Service Agreement, the County has
agreed to make quarterly Service Fee payments in amounts sufficient to pay, when due, all installments of
principal of, premium, if any, and interest on all 2011 Bonds and all Operating Expenses of the Authority,
less amounts collected by the Authority through the rates, fees and charges (the “Water Rates”) within the
Water System and on deposit in certain operating accounts of the Authority; provided, however, that the
County is not required to pay the Service Fee in the event of a Service Failure, which the Service
Agreement defines as the failure of the Authority to supply potable water to in excess of, collectively,
25% of the Persons within the Water System service area, for a period of ninety (90) consecutive days.

See “SECURITY FOR THE BONDS”, “Appendix F — THE SERVICE AGREEMENT” and
see “Appendix C — AUTHORITY’S FINANCIAL STATEMENTS FOR THE YEARS ENDED
DECEMBER 31, 2009 AND 2010,” herein. For information on the County, see “Appendix D —
DUTCHESS COUNTY AUDITED FINANCIAL STATEMENT FOR THE YEAR ENDED
DECEMBER 31, 2010.

The Authority has covenanted with the County in the Service Agreement to set Water Rates in
amounts sufficient to enable the Authority to pay all Operating Expenses of the Water System. Neither
the New York State Public Service Commission nor any other board or commission of like character has
jurisdiction over the Authority in the management and control of its properties or operations or any power
over or regulation of the Water Rates fixed by the Authority.



The Authority was established in 1991 by the Legislature of the State of New York (the “State”)
under the Dutchess County Water and Wastewater Authority Act, now codified as Title 6 — C of Article
5 of the Public Authorities Law of the State (the “Act”), as a body corporate and politic constituting a
public benefit corporation. The Act authorizes the Authority, among other things, to acquire, by purchase
or by condemnation pursuant to the eminent domain procedure law, any real or personal property or any
interest therein, as the Authority may deem necessary, convenient or desirable to carry out the purposes of
the Act, and to maintain, improve and construct water and sewer facilities. The Authority currently
operates a water system (the “Water System”) serving customers in the Towns of Hyde Park, Rhinebeck,
Red Hook, Pleasant Valley, Dover, Pawling and Beekman, New York and operates separate sewer
systems in the Towns of Pleasant Valley and Beekman, New York. See “THE AUTHORITY” herein.

The Water System serves approximately 2,908 separate accounts, of which 2,529 are residential,
and 379 are commercial, industrial and institutional. The Water System provides potable water to an area
in the aggregate of approximately 13.1 square miles, including a residential population of approximately
13,109. For a discussion of the characteristics of the Water System, see “THE WATER SYSTEM”
herein.

This Official Statement contains brief descriptions of the Authority, the Water System, the
County, the terms of and security for the 2011 Bonds, the Service Agreement and the Resolution. For
certain portions of this Official Statement the Authority has relied upon the assumptions and conclusions
set forth in the summary reports (the “Summary Reports™”) of Savin Engineers P.C. (the “Engineer”),
copies of which are included as Appendix A hereto. Information on the County included in Appendix D
was obtained from the County and is believed to be accurate. The summaries of and references to all
documents, statutes, reports and other instruments referred to herein do not purport to be complete and
each such document, statute, report or instrument is qualified in its entirety by reference to each such
document, statute, report or instrument, copies of which are available from the Authority. All references
to the 2011 Bonds are qualified in their entirety by reference to the definitive forms thereof and the
information with respect thereto contained in the Resolution. The capitalization of any word herein not
conveniently capitalized indicates that such word is defined in the Resolution or this Official Statement.



APPLICATION OF 2011 BOND PROCEEDS

The application of the proceeds of the 2011 Bonds is set forth below:

Sources of Funds

Par Amount of 2011 Bonds

$1,935,000.00

Unspent Note Proceeds

1,537,667.77

Total Sources

$3,472,667.77

Uses of Funds

Deposit to repay the Notes

$1,905,800.00

Payment of interest on the Notes 26,859.08
Deposit to 2011 Bond Construction Fund Account 1,445,008.69
Costs of Issuance 95,000.00
Total Uses $3,472,667.77




DEBT SERVICE

The following is a schedule of the gross debt service requirements of the Authority’s existing
Bonds and of the 2011 Bonds for each Fiscal Year ending December 31, except for the debt service on the
1999 EFC Refunding Bonds and the 2002 EFC Refunding Bonds, which is net of the approximately 33%
interest rate subsidy provided by the New York State Environmental Facilities Corporation, the holder of
such Bonds:

Existing Debt Service 2011 Bonds Debt Service
Fiscal Total Bonds
Year Total Principal Interest Total Debt Service
2011 $2,255,804 $2,255,804
2012 2,297,906 $30,000 $68,141 $98,141 2,396,047
2013 2,300,698 30,000 76,825 106,825 2,407,523
2014 2,293,594 35,000 75,775 110,775 2,404,369
2015 2,306,903 35,000 74,550 109,550 2,416,453
2016 2,315,666 35,000 73,325 108,325 2,423,991
2017 2,309,876 40,000 72,100 112,100 2,421,976
2018 2,320,148 40,000 70,700 110,700 2,430,848
2019 2,330,915 40,000 69,300 109,300 2,440,215
2020 2,602,506 40,000 67,900 107,900 2,710,406
2021 2,542,064 45,000 66,500 111,500 2,653,564
2022 2,566,845 50,000 64,700 114,700 2,681,545
2023 2,565,323 55,000 62,700 117,700 2,683,023
2024 2,532,700 55,000 60,500 115,500 2,648,200
2025 2,374,325 55,000 58,300 113,300 2,487,625
2026 2,376,325 60,000 56,100 116,100 2,492,425
2027 2,372,075 60,000 53,700 113,700 2,485,775
2028 2,371,825 65,000 51,300 116,300 2,488,125
2029 2,372,750 65,000 48,700 113,700 2,486,450
2030 835,000 70,000 46,100 116,100 951,100
2031 835,000 70,000 43,300 113,300 948,300
2032 835,000 75,000 40,500 115,500 950,500
2033 835,000 80,000 37,406 117,406 952,406
2034 835,000 85,000 34,106 119,106 954,106
2035 835,000 90,000 30,600 120,600 955,600
2036 835,000 95,000 26,775 121,775 956,775
2037 835,000 95,000 22,738 117,738 952,738
2038 835,000 100,000 18,700 118,700 953,700
2039 835,000 105,000 14,450 119,450 954,450
2040 250,000 115,000 9,988 124,988 374,988
2041 250,000 120,000 5,100 125,100 375,100




SECURITY FOR THE 2011 BONDS
The Service Agreement

The 2011 Bonds are special obligations of the Authority, which has no taxing power, and are
payable solely from the revenues, funds and assets pledged as security for the payment thereof, including
payments from the County under the Service Agreement between the County and the Authority, including
amounts sufficient to pay when due all installments of principal of, premium, if any, and interest on all
2011 Bonds issued by the Authority.

The 2011 Bonds will constitute Bonds under the Resolution and, notwithstanding the time of their
authentication and delivery or maturity, all Bonds will be secured equally without preference, priority or
distinction of any such Bond over any other such Bond except as expressly provided in or permitted by
the Resolution by the pledges created by and covenants of the Authority made in the Resolution. The
2011 Bonds are the tenth series of Bonds to be issued under the Resolution and shall be on a parity with
other outstanding Additional Parity Indebtedness heretofore or hereafter issued by the Authority pursuant
to the Resolution.

Under the Service Agreement, the County shall pay to the Authority quarterly on each Service
Fee Payment Date, a Service Fee equal to the sum of (i) the amount of principal of, interest on and
redemption premium for, if any, the Bonds previously issued and outstanding under the Resolution
coming due during the Calculation Period (as defined in the Service Agreement), (ii) the amount of
principal of, interest on and redemption premium for, if any, any Additional Indebtedness becoming due
during the Calculation Period to pay costs of Alterations to the Water System as may be required from
time to time to meet Governmental Requirements as provided in Section 4.5 of the Service Agreement,
(iii) the amount of principal of, interest on and redemption premium for, if any, any Additional
Indebtedness becoming due during the Calculation Period to pay Litigation Expenses (as defined in the
Resolution, (iv) the amount of principal of, interest on and redemption premium for, if any, any
Additional Indebtedness becoming due during the Calculation Period, the issuance and inclusion as a
component of the Service Fee to which the County has consented, (v) the amount, if any, required to be
deposited during the Calculation Period in any reserve fund established under the Resolution, and (vi) the
aggregate amount of Hyde Park Water System Operating Expenses, of Staatsburg Water System
Operating Expenses, of Zone D (Harbourd Hills) Water System Operating Expenses, of Schreiber Water
System Operating Expenses, of Valleydale Water System Operating Expenses, of Rokeby Water System
Operating Expenses, of Crofton Mews Water Distribution Operating Expenses, of Dalton Farms Water
System Operating Expenses, of Jeffrey Groves Estate Water Distribution Operating Expenses, of Shore
Haven Water System Operating Expenses, of Birch Hill Water System Operating Expenses, and of Zone
L Water Distribution System Operating Expenses and of any other Operating Expenses, less the aggregate
amount on deposit in the Hyde Park Water System Operating Expense Account, in the Staatsburg Water
System Operating Expense Account, in the Harbourd Hills Water System Operating Expense Account, in
the Schreiber Water System Operating Expense Account, in the Valleydale Water System Operating
Expense Account, in the Rokeby Water System Operating Expense Account, in the Crofton Mews Water
Distribution Operating Expense Account, in the Dalton Farms Water System Operating Expense Account,
in the Jeffrey Groves Water System Operating Expense Account, Shore Haven Water System Operating
Expense Account, Birch Hill Water System Operating Expense Account, and the Zone L Water System
Operating Expense Account or in the other Operating Expense Accounts.

The Service Agreement requires the Authority to provide Water Service, which it defines as the
supplying of potable water to Persons residing within the Water System service area, and states that,
unless there shall have been a Service Failure, the Authority shall be conclusively deemed to have fully
discharged its obligation to provide Water Service, notwithstanding any reduction, suspension,



curtailment, or temporary failure of Water Service. The Service Agreement defines Service Failure as the
failure of the Authority to provide Water Service to in excess of, collectively, 25% of the Persons residing
within the Water System service area, for a period of ninety consecutive days. The Service Agreement
further provides that the Authority may cure any Service Failure provided that within thirty days of the
commencement of the Service Failure the Authority delivers to the County a notice (i) of its intention to
cure, and (ii) which specifies in reasonable detail the action intended to be taken with respect thereof and
the anticipated date of cure, and (iii) within ninety days of the commencement of the Service Failure such
cure as has been completed. Thereafter, the County’s obligation to pay the Service Fee is reinstated, and
on the next succeeding Service Fee Payment Date the County will be required to pay the Service Fee that
would otherwise have been payable on such Service Fee Payment Date. The Service Agreement
terminates after a Service Failure when it is no longer possible for the Authority to exercise cure rights.

The County has covenanted and agreed during the Service Agreement Term to annually levy
benefit assessments (“Benefit Assessments”) in different zones of assessment (“Zone A”, “Zone B”,
“Zone C”, “Zone D, “Zone E”, “Zone F”,” “Zone G”, “Zone H”, “Zone 17, “Zone J”, “Zone K”, “Zone
L” and the “Valleydale Zone™) to raise monies which, together with County monies to be appropriated,
will be sufficient to pay all Service Fees due under the Service Agreement.

The Authority, under the Service Agreement, has agreed to raise monies sufficient to pay
Operating Expenses (as defined in the Service Agreement) through the fixing, charging and collection of
Water Rates. In the event monies are not raised by the Authority in an amount sufficient to pay Operating
Expenses, the County will make up any deficiency pursuant to the Service Agreement. See “SECURITY
FOR THE BONDS — 2011 Bonds — Levying of Benefit Assessments”, below.

The enforceability of the 2011 Bonds and the Resolution may be limited by bankruptcy,
insolvency, reorganization, moratorium or other laws affecting the rights of creditors generally and the
enforcement thereof and by principles of equity relating to the availability of remedies.

Pledge Under the Water General Resolution

As security for its obligations to make payments required under the Resolution and to secure the
performance and observance of all the covenants and conditions contained therein, the Authority pledges
and grants to the Trustee a lien on and security interest in the Trust Estate, which Trust Estate consists of
the Revenues (as defined below), receipts, property rights and interest of the Authority.

“Revenues” means all rates, fees, charges and other income and receipts derived from the
operation of the Water System including, without limiting the generality of the foregoing, moneys due
pursuant to the Service Agreement, investment proceeds and proceeds of insurance, condemnation, and
sale or other disposition of assets, together with all Federal, state or municipal aid, if any.

Flow of Funds

Pursuant to the Resolution, the Authority shall create and maintain an “Operating Fund” separate
and apart from other funds and accounts of the Authority. The Authority shall, except as provided in the
next paragraph, deposit all Revenues received from Water Rates in the Operating Fund immediately upon
receipt. The Authority shall cause Revenues received from the County pursuant to the Service Agreement
to be transferred to the Trustee for deposit into the Revenue Fund. Revenues will then be distributed by
the Trustee in the following priority:

(A) if an Event of Default (as defined in the Service Agreement) has occurred and is continuing
under the Service Agreement, an amount to the applicable Operating Expenses subaccount, the amount



estimated in the Annual Budget as the next month’s applicable estimated Operating Expenses. In the
event that any unanticipated Operating Expenses in excess of the amount set forth in the Annual Budget
occur in any month, the Trustee may transfer amounts from the Revenue Fund sufficient to meet such
unanticipated Operating Expenses.

(B) from the balance, if any, in the Revenue Fund after making the deposits required by the
preceding paragraph, an amount to the Debt Service and Sinking Fund as is necessary so that the balance
in the Debt Service and Sinking Fund equals Accrued Debt Service.

(C) from the balance, if any, in the Revenue Fund after making the deposits required by the
preceding paragraphs, an amount to the Debt Service Reserve Fund as is necessary so the balance in the
Debt Service Reserve Fund equals the Debt Service Reserve Requirement.

(D) from the balance, if any, in the Revenue Fund after making the deposits required by the
preceding paragraphs, such amount as is necessary to make all required payments for or in connection
with Subordinated Indebtedness, as provided in and in accordance with any Supplemental Resolution or
similar document pertaining to such Subordinated Indebtedness.

(E) from the balance, if any, in the Revenue Fund after making the deposits required by the
preceding paragraphs, such amount as is necessary to make all required payments in any fund or account
as the Authority or the Trustee, at the direction of the Authority, may from time to time create pursuant to
Section 5.15 of the Resolution in such amount as is required by said direction.

(F) the balance at the end of each Fiscal Year, if any, in the Revenue Fund after making the
deposits required by the preceding paragraphs, to the Bond Redemption and Accumulated Surplus Fund.

See Appendix E — “THE RESOLUTION” for a more detailed description of the funds under the
Water General Resolution.

Levying of Benefit Assessments

The County has created 13 Zones of Assessment (Zones “A” through “L” and the “Valleydale
Zone”) within the existing County-wide water district for the purpose of administering the combined
Water System. Zones A and B encompass all properties within the former water service area of the Hyde
Park Fire and Water District boundaries. Collectively, Zones A and B are comprised of 1,670 tax parcels.
Zone C encompasses all properties within the Staatsburg Water System service area. Zone C comprises
571 parcels. Zone D, located in the Town of Hyde Park, encompasses all properties within the former
Town of Hyde Park Harbourd Hills Water District, as well as those properties within the “Expanded
Area” adjacent to the new connecting mains which connected the Harbourd Hills Water District service
area to the Hyde Park Water System. Zone D comprises 403 parcels. Zone E, located in the Town of
Dover, encompasses all properties within the former Schreiber Water System service area, and comprises
27 parcels. Zone F, located in the Town of Red Hook, encompasses all properties within the former
Rokeby Homes, Inc. Water System service area and comprises 59 parcels. The Valleydale Zone, located
in the Town of Pleasant Valley, encompasses all of the properties within the former Hillis Park Water
System service area, and comprises 165 parcels. Zone G is located in the Town of Hyde Park and
comprises a single tax parcel upon which the 316 unit Crofton Mews Apartment Complex will be
constructed. Zone H encompasses all parcels within the Farms Water System service area, the Town of
Beekman’s Poughquag Hamlet Water Improvement Area, and the Victoria Estates and Plum Court
residential subdivisions. Zone H comprises a total of 635 parcels. Zone I is located in the Town of Hyde
Park and is currently comprised on two tax parcels upon which 9 single family residences and 38
townhouses will be constructed. Zone J encompasses the service area of the Shore Haven Water System



and consists of 137 tax parcels. Zone K encompasses the service area of the Birch Hill Water System and
consists of 73 tax parcels. Upon completion of construction of the Route 9G Connection Main, water
service will be provided to the newly established Zone L, which consists of 46 tax parcels.

In the Service Agreement, the County has agreed to certain limits on the benefit assessments that
may be levied in Zone A; however, such limitations do not affect the County’s obligation to make
payment to the Authority under the Service Agreement. There is no limitation on benefit assessments in
any of the other Zones of Assessment. The County may elect a benefit assessment methodology that does
not recover all the amounts necessary to make the required Service Fee Payment under the Service
Agreement through the levying of benefit assessments. In such event, the County will be required to use
its general fund or other monies to make up the difference. Service Fee Payment Dates under the Service
Agreement are February 1, May 1, August 1 and November 1.

See Appendix F — “THE SERVICE AGREEMENT” and Appendix E — “THE RESOLUTION”
for a more detailed description of the proposed structure for the levying of benefit assessments.

Debt Service and Sinking Fund

The Resolution creates a special fund known as the Debt Service and Sinking Fund which shall
be held in trust by the Trustee until applied as provided under the Resolution. The Debt Service and
Sinking Fund shall include a separate account for each series of Bonds issued under the Resolution.

The Authority shall pay to the Trustee from available Revenues for deposit in the relevant
account of the Debt Service and Sinking Fund on or before the first Business Day of each calendar month
an amount equal, in the aggregate, to Accrued Debt Service for all 2011 Bonds issued. In the event
moneys are not sufficient for the payment of Debt Service on a Payment Date, the Trustee shall, without
instruction or further direction from the Authority, promptly transfer the requisite amounts from the Debt
Service Reserve Fund to the relevant accounts of the Debt Service and Sinking Fund accounts in order of
priority as set forth in the Resolution and as described in the following section to make good any such
deficiency.

The money held from time to time in the Debt Service and Sinking Fund shall be applied by the
Trustee without further direction from the Authority to the payment of the Debt Service Requirements on
the 2011 Bonds as and when the same shall become due and payable; provided that if the same shall have
been paid under a Credit Facility (other than municipal bond insurance) relating to the 2011 Bonds on
which the payments were due, including in those instances where Debt Service Requirements on 2011
Bonds has been paid in the first instance from the proceeds of a Credit Facility, amounts equal to such
payments on deposit in the account of the Debt Service and Sinking Fund established with respect to 2011
Bonds shall be paid to the Credit Facility Provider as reimbursement. If a Supplemental Resolution
provides that Debt Service Requirements on Bonds of a series of Bonds issued thereunder are to be paid
in the first instance from the proceeds of a Credit Facility, the Trustee shall comply with the terms of such
Supplemental Resolution in that regard and draw upon the Credit Facility to pay Debt Service
Requirements on Bonds of such series of Bonds.

Debt Service Reserve Fund

The Resolution creates a special fund known as the Debt Service Reserve Fund which shall be
held in trust by the Trustee until applied as heretofore provided. The Debt Service Reserve Fund shall
include a separate account for each series of Bonds issued under the Resolution. The Resolution requires
that the Debt Service Reserve Fund be funded at the Debt Service Reserve Requirement. Amounts on
deposit in the Debt Service Reserve Fund created pursuant to the Resolution are available to pay debt



service on the Bonds as described herein. Such amounts are not available to pay debt service on the
Sewer Bonds.

The Debt Service Reserve Requirement means with respect to a particular date, the lesser of: (a)
the maximum annual Debt Service Requirements with respect to the Outstanding Bonds in the then
current and all future Fiscal Years (for the purposes of which calculation any Variable Rate Indebtedness
shall be calculated pursuant to the Supplemental Resolution pursuant to which the Indebtedness has been
issued); (b) 125% of the average annual Debt Service Requirements with respect to the Outstanding
Bonds in the then current and all future Fiscal Years (for the purposes of which calculation any Variable
Rate Indebtedness shall be calculated pursuant to the Supplemental Resolution pursuant to which the
Indebtedness has been issued); and (c¢) the maximum amount that may be held in the Debt Service
Reserve Fund, in the opinion of Bond Counsel to the Authority, with respect to a series of Bonds intended
to be tax-exempt without adversely affecting the tax-exempt status of such Bonds. The Debt Service
Reserve Requirement may be satisfied in whole or in part by a Reserve Fund Credit Facility. For
purposes of calculating the Debt Service Reserve Requirement, the cost of any applicable Credit Facility
is included as if it were interest on the Bonds of the related series of Bonds.

The Trustee shall be authorized, without further direction from the Authority, to apply the money
in the Debt Service Reserve Fund toward the payment of the Debt Service Requirements from time to
time becoming due and payable upon a series of Bonds, to the extent that the Debt Service and Sinking
Fund shall at any time be insufficient with respect to such series of Bonds. The Trustee shall, for any
particular series of Bonds, initially draw funds from the related account within the Debt Service Reserve
Fund, and to the extent a deficiency in the Debt Service and Sinking Fund continues to exist subsequent
to the exhaustion of such related account, the Trustee shall draw funds from all other accounts within the
Debt Service Reserve Fund pro rata on the basis of the amount held in each of the other accounts at the
time of such draw.

In the event of any deficiency in the Debt Service Reserve Fund, the Authority shall thereafter
make monthly transfers from the Revenue Fund until the amount in each account in the Debt Service
Reserve Fund in cash or investments shall equal the Debt Service Reserve Requirement for such account.
Amounts held in each account of the Debt Service Reserve Fund shall be restored to their respective Debt
Service Reserve Requirement within twelve (12) months after the occurrence of any deficiency therein.
The investments of each account of the Debt Service Reserve Fund shall, for the purpose of determining
the amount from time to time in the Debt Service Reserve Fund, be valued annually by the Trustee at
amortized cost. The investments of the accounts of the Debt Service Reserve Fund shall include (i)
investments that at the time of acquisition would constitute Investment Securities if the stated level of
required ratings, if any, for Investment Securities were at least the second highest whole rating category
(without regard to pluses or minuses) for the type of rating in question (e.g., short term or long term) and
(i) securities which can be liquidated by or on behalf of the Trustee not later than ten (10) years from the
date of their acquisition for an amount at least equal to the principal thereof and all accrued interest (or
amortized discount) thereon to the liquidation date, whether by maturity, redemption, tender or otherwise.

Upon written instructions of an Authorized Officer of the Authority during the twelve (12) month
period prior to the final maturity date of any series of Bonds, money held in the related account for such
series of Bonds shall be credited against the amount otherwise transferable from the Revenue Fund to the
Debt Service Reserve Fund in respect of Debt Service Requirements for such Bonds and shall be
transferred to the Debt Service Reserve Fund for the payment of such Debt Service Requirements;
provided, however, that no such credit shall be given and no such transfer shall be made if, immediately
prior to such crediting and transfer, the amount on deposit in the related account for such series of Bonds
is not at least equal to (i) the Debt Service Reserve Requirement with respect to such series of Bonds less
(ii) the amounts previously transferred to the Debt Service and Sinking Fund for payment of such series



of Bonds during such twelve (12) month period, and any amounts which are currently payable to the
Rebate Fund.

Except to the extent that a Supplemental Resolution shall provide otherwise, when all
Outstanding Bonds of a particular series shall have been paid, purchased or redeemed, or provision for
their payment or redemption duly made, the amount then held in the Debt Service Reserve Fund in
respect of such series of Bonds (except for amounts payable to the Rebate Fund) shall, upon the written
instructions of the Chairman or Vice Chairman of the Authority, be transferred from the Debt Service
Reserve Fund and deposited in the Bond Redemption and Accumulated Surplus Fund or applied by the
Trustee pursuant to such instructions to the prompt purchase or redemption of Bonds.

Reserve Fund Credit Facility

The Resolution provides that the Authority may elect to satisfy in whole or in part the Debt
Service Reserve Requirement by means of a letter of credit, insurance policy or surety bond (together
with any substitute or replacement therefor, the “Reserve Fund Credit Facility”), subject to the following
requirements:

(A) The Reserve Fund Credit Facility Provider must have a credit rating issued by a Rating
Agency not less than the then current rating on the related series of Bonds and in any event equal to one
of the Rating Agency’s three highest long — term rating categories;

(B) The Authority shall not secure any obligation to the Reserve Fund Credit Facility Provider by
a lien on the Trust Estate superior to the lien on the Trust Estate granted to the Bondholders;

(C) Each Reserve Fund Credit Facility shall have a term of at least one (1) year (or, if less, the
remaining term of the related series of Bonds) and shall entitle the Trustee to draw upon or demand
payment at such times and for such purposes as the Trustee would be entitled to claim the funds and
investments that would be on deposit in the Debt Service Reserve Fund were there no such Reserve Fund
Credit Facility and receive the amount so requested in immediately available funds not later than five (5)
Business Days after such draw or demand;

(D) The Reserve Fund Credit Facility shall permit a drawing by the Trustee for the full Stated
Amount in the event (i) the Reserve Fund Credit Facility expires or terminates for any reason prior to the
final maturity of the related series of Bonds, and (ii) the Authority fails to satisfy the Debt Service
Reserve Requirements by the delivery to the Trustee of cash, obligations, a substitute Reserve Fund
Credit Facility or any combination thereof, for deposit in the related account in the Debt Service Reserve
Fund on or before the date of such expiration or termination;

(E) If the rating issued by the Rating Agencies to the Reserve Fund Credit Facility provider is
withdrawn or reduced below the rating assigned to that of the related series of Bonds immediately prior to
such action by the Rating Agencies, the Authority shall provide a substitute Reserve Fund Credit Facility
within sixty (60) days after said rating change; and

(F) If the rating issued by the Rating Agencies to the Reserve Fund Credit Facility Provider
commences any insolvency proceeding or is determined to be insolvent or fails to make payments when
due on its obligations, the Authority shall provide a substitute Reserve Fund Credit Facility within sixty
(60) days thereafter.
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Rate Covenant

So long as any Bonds shall remain Outstanding under the Resolution, the Authority is required by
the Resolution, among other things, to fix, charge and collect Water Rates pursuant to and in accordance
with the applicable provisions of the Act, which shall produce, together with other Authority revenues
available therefor, in the aggregate, Operating Revenues which shall be sufficient in each Fiscal year to
provide for the Operating Expenses of the Authority as set forth in the Authority Budget for such Fiscal
Year. The Water Rates collected by the Authority are not intended to pay debt service with respect to the
Bonds.

For purposes of the preceding covenant, the Resolution provides that Operating Revenues shall
include amounts (i) capitalized from proceeds of 2011 Bonds or (ii) otherwise made available and
reserved and not already taken into account under the Resolution by reduction of the obligation which
Operating Revenues must cover.

The Resolution provides that the Authority shall, not less frequently than once each year, review
and adjust its Water Rates so as to produce Operating Revenues which, together with amounts capitalized
from proceeds of 2011 Bonds or otherwise made available and reserved and not already taken into
account under the Resolution by reduction of the obligation which Operating Revenues must cover shall
be sufficient to comply with the Rate Covenant. In the event the Water Rates in effect shall be inadequate
to comply with the Rate Covenant, from time to time and as often as shall appear necessary, the
Authority, under the Resolution, covenants that it will adjust its Water Rates so as to produce Operating
Revenues which, together with amounts capitalized from proceeds of Bonds or otherwise made available
and reserved and not already taken into account under the Resolution by reduction of the obligation which
Operating revenues must cover, shall be sufficient to comply with the Rate Covenant.

For the purposes of complying with the Rate Covenant, “amounts capitalized from proceeds of
Bonds or otherwise made available and reserved and not already taken into account under the Resolution
by reduction of the obligation which Operating Revenues must cover shall mean money of the Authority
held in a fund or account that is included within the Trust Estate and which the Trustee has been
irrevocably instructed to apply to the payment of Operating Expenses within the Fiscal year for which
credit is given.

Engineer

Pursuant to the Resolution, the Authority shall, until the Bonds and the interest thereon shall have
been paid or provision for such payment shall have been made, for the purpose of performing and
carrying out the duties imposed on the Engineer by the Resolution or the Service Agreement, employ an
Independent Engineer or engineering firm having a favorable repute for skill and experience in such work
and who shall be acceptable to the Trustee; provided, however that the acceptance of the Trustee shall not
be unreasonably withheld, and if the Trustee shall fail to so accept, it shall deliver to the Authority a
statement of its reasons for such failure. In rendering any report, certificate or opinion required pursuant
to the Resolution or the Service Agreement, the Engineer may rely upon information, certificates,
opinions or reports required to be provided by others pursuant to the Resolution, and upon other sources
which the Engineer considers reliable, and other considerations and assumptions as deemed appropriate
by the Engineer.
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Additional Bonds

The 2011 Bonds shall be on a parity with other outstanding Additional Parity Indebtedness
heretofore or hereafter issued by the Authority pursuant to the Resolution, including the Authority’s
following bonds:

Outstanding Bonds as of October 1, 2011

1998 Series I Bonds (CABS*) $7,732,970
1999 EFC Refunding Bonds $10,326,923
2000 Bonds $485,000
2001 Bonds (CABS* and Current Coupon) $1,934,538
2002 EFC Refunding Bonds $2,340,000
2004 Bonds $1,535,000
2009 Bonds (CABS* and Current Coupon) $8,431,912

*Compound Interest Bonds, Accreted Values as of 10/1/2011

Under the Resolution, the Authority may issue from time to time, and the Trustee shall
authenticate, Additional Parity Indebtedness for any lawful corporate purpose, including but not limited to
providing all or part of the funds necessary (i) to refinance or refund all or any portion of any
Indebtedness of the Authority, including accrued and unpaid interest and redemption premium, if any; (ii)
to plan, develop, construct, acquire, complete, restore or replace any Project or any portion thereof,
including studies, planning and design and other preliminary costs and expenses in connection therewith;
(ii1) to provide working capital for the Authority; including in each case the costs and expenses of the
financing, any increase in the Debt Service Reserve Requirement incidental thereto and the funding of
any reserves.

The Trustee shall not authenticate or deliver to the Authority on its order any Additional Parity
Indebtedness pursuant to the Resolution unless theretofore or simultaneously therewith there shall have
been delivered or paid to the Trustee the following:

(a) a certified copy of a resolution or Resolution of the governing Board of the Authority
authorizing the issuance of such Additional Parity Indebtedness, stating the purpose or purposes for the
issuance of such Additional Parity Indebtedness, describing in brief and general terms the Projects to be
financed by the issuance of such Additional Parity Indebtedness, if any, authorizing the execution and
delivery of the Supplemental Resolution, and fixing the terms of such Additional Parity Indebtedness.

(b) a Supplemental Resolution executed by the Authority providing for the issuance of the
Additional Parity Indebtedness, and containing such other necessary or proper terms, requirements and
provisions which shall not be inconsistent with the Resolution or any previous Supplemental Resolution,
unless all Bonds, the Registered Owners of which are entitled to the protection of the provision or
provisions with which the Supplemental Resolution is inconsistent, have been paid or redeemed or
provision therefor duly made.

(©) a written opinion or opinions of Bond Counsel to the effect that: (i) all conditions
precedent to the issuance of the Additional Parity Indebtedness pursuant to the Act, the Resolution and
any relevant Supplemental Resolution have been satisfied; (ii) the Additional Parity Indebtedness, when
issued, will be valid and binding obligations of the Authority in accordance with their terms; (iii) it is
proper for the Trustee to authenticate the Additional Parity Indebtedness; and (iv) if the Additional Parity
Indebtedness is intended to be Tax - Exempt, an opinion to the effect that interest on the Additional Parity
Indebtedness is Tax - Exempt.
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(d) the written order of the Authority, signed by the Chairman or Vice Chairman of the
Authority, ordering the Trustee to authenticate and deliver such Additional Parity Indebtedness, stating
the amount of the proceeds of sale thereof and directing the application of such proceeds.

(e) the proceeds of the Additional Parity Indebtedness in the amounts stated in the order of
the Authority described above, to be applied as described in such order.

® any additional deposit to the Debt Service Reserve Fund required with respect to the
Additional Parity Indebtedness.

(2) a certificate duly executed by the Accountant (or an Authorized Representative of the
Authority, to the extent permitted by the Resolution) stating that, based upon a review of the books and
records of the Authority, for any twelve (12) consecutive month period of the eighteen (18) calendar
months immediately preceding the month during which the Additional Parity Indebtedness is to be issued
(i) the Authority has complied with the Rate Covenant, (ii) all deposits required to be paid into the Debt
Service and Sinking Fund were made, and (iii) the Debt Service Reserve Fund Requirement was
maintained in accordance with the Resolution.

(h) a certificate duly executed by an Engineer (or an Authorized Representative of the
Authority, to the extent permitted by the Resolution) setting forth in detail and based upon reasonable
assumptions set forth therein (1) his or her estimate of the Operating Expenses for each of the five (5)
Fiscal Years following the issuance of such series of Bonds, plus the Fiscal Year in which such series of
Bonds were issued; and (2) the Debt Service Requirements for each such Fiscal Year.

(1) a certificate duly executed by an Authorized Representative of the Authority setting forth
in detail and based upon reasonable assumptions set forth therein his or her estimate of the Authority
Expenses for each of the five (5) Fiscal Years following the issuance of such series of Bonds, plus the
Fiscal Year in which such series of Bonds were issued.

() if the Additional Parity Indebtedness is being issued to finance Projects, a certificate duly
executed by an Engineer (or an Authorized Representative of the Authority, to the extent permitted by the
Resolution) (1) stating that such Projects will be useful or desirable in connection with the operation of
the Water System, will be technically feasible and are in compliance with the Authority’s approved water
system plan, as the same may be amended from time to time, (2) setting forth in detail and based upon
reasonable assumptions set forth therein the estimated Costs of the acquisition or construction of such
Projects including any financing expenses and, if judged necessary, a balance for contingencies, the
sources of funds expected to be applied to finance such Costs, and the time period which will be required
for completion of the acquisition or construction of such Projects, (3) his or her opinion that the net
proceeds of the Additional Parity Indebtedness, together with other moneys which are then available or
are reasonably expected to be available therefor, will be sufficient to pay the Costs of the acquisition or
construction of such Projects, and (4) his or her opinion as to the date when such Projects will be placed
in commercial operation.

(k) if the Additional Parity Indebtedness is being issued to finance the refunding of Bonds,
the Authority may provide, in lieu of the certificate described in paragraph (h) of this Section, a certificate
duly executed by an Accountant (or an Authorized Representative of the Authority, to the extent
permitted by the Resolution) stating that for the then current and each future Fiscal Year, the Debt Service
Requirements for the refunding Bonds will be no more than ten per cent (10%) more than the Debt
Service Requirements that would have existed for that Fiscal Year with respect to the portion of the
Bonds being refunded.
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Q)] if the Additional Parity Indebtedness is being issued to finance a refunding of Bonds (1)
executed counterparts of such documents as are necessary or appropriate for the purposes of the
refunding, including, specifically, an escrow deposit agreement providing for the deposit and application
of funds for the refunding, (2) unless all refunded Indebtedness is to be redeemed or otherwise retired on
the date of settlement for the refunding Bonds, such schedules, verified as to their mathematical accuracy
by an Accountant, as are necessary to demonstrate the adequacy of funds deposited for the refunding and
the income thereon for the purpose of paying, when due, the principal or redemption price of and interest
on the refunded Indebtedness, and (3) evidence satisfactory to the Trustee that notice of any necessary
redemption has been properly given, or that provisions satisfactory to the Trustee have been made
therefor, or that sufficient waivers of such notice have been duly filed with the Trustee.

The opinion(s) of Bond Counsel described in paragraph (c) above may be accepted by the Trustee
as conclusive evidence that the requirements enunciated in this Section have been complied with, and the
Trustee shall thereupon be authorized to execute said Supplemental Resolution, to authenticate the
Additional Parity Indebtedness and to deliver the same to or upon the order of the Chairman or Vice
Chairman of the Authority.

Subordinated Indebtedness

The Resolution provides that the Authority may issue