Rating: Moody’s: “Aa2”
New Issue See “Ratings” herein

In the opinion of Bond Counsel, under existing law and assuming compliance with the tax covenants described herein, interest on the 2010 Bonds is
excluded from gross income for federal income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations. However, interest on the 2010 Bonds is taken into account in determining 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 interest on
the 2010 Bonds is exempt from personal income taxes imposed by the State of New York or any political subdivisions thereof (including The City of New
York and the City of Yonkers). See “TAX MATTERS™ herein.

The2010 Bonds will be designated "qualified tax-exempt obligations™ pursuant to Section 265(b)(3) of the Code.

$5,925,000

Onondaga County Water Authority
(NEW YORK)
General Water System Revenue Bonds, 2010 Series A
(Book Entry Only)

CUSIP BASE: 682760
Dated: Date of Delivery Due: September 15, as shown below

Maturities, Amounts, Interest Rates and Price

Year Interest Price or Year Interest Price or

(Sept. 15) Amount Rate Yield csp (Sept. 15) Amount Rate Yield csp
2011  $ 950,000 3.00% 0.49% EQ2 2019 $ 135,000 5.00% 2.78% EY5
2012 995,000 3.00 0.65 ERO 2020 145,000 4.00 297 EZ2
2013 1,025,000 3.00 0.90 ES8 2021 150,000 4.00 3.12 FA6
2014 1,060,000 4.00 1.12 ET6 2022 155,000 5.00 3.25 FB4
2015 420,000 4.00 1.63 EU3 2023 165,000 5.00 3.37 FC2
2016 120,000 4.00 2.06 EV1 2024 170,000 5.00 3.47 FDO
2017 125,000 4.00 2.35 EW9 2025 180,000 5.00 3.58 FES8
2018 130,000 4.00 2.56 EX7

The 2010 Series A Bonds (the “2010 Bonds”) will be issued by the Onondaga County Water Authority (the “Authority”),
pursuant to the Onondaga County Water Authority Act, as amended, constituting Title 7 of Article 5 of the Public Authorities Law of the
State of New York, as amended. The 2010 Bonds will be issued for the primary purposes of (a) paying capital costs of certain
improvements of the Water System, (b) refunding the Authority’s Outstanding General Water System Revenue Bonds, 2001 Series A
maturing after 2010 and (c) funding reserves and expenses incident to the issuance of the 2010 Bonds. Capitalized terms used in this
official statement which are not defined herein shall have the same meaning as in “SUMMARY OF CERTAIN PROVISIONS OF THE
GENERAL RESOLUTION? herein.

The 2010 Bonds are general obligations of the Authority and are payable on a parity basis with the outstanding bonds of the
Authority previously issued under the General Resolution as described herein. All bonds issued under the General Resolution are payable
solely from and secured by a pledge of and lien on (i) the Net Revenues and other moneys derived by the Authority from the ownership and
operation of its water supply and distribution system, and (ii) the amounts held in certain Funds and Accounts established under the
General Resolution. The General Resolution permits the issuance of Additional Bonds on parity with the 2010 Bonds and Outstanding
bonds previously issued under the General Resolution. Any such Additional Bonds, the 2010 Bonds and the outstanding bonds previously
issued under the General Resolution are hereinafter collectively referred to as the “Bonds”. See “SECURITY FOR THE BONDS".

The 2010 Bonds are subject to redemption prior to maturity as described herein. See “Redemption Prior to Maturity” herein.

The 2010 Bonds will be issued as registered bonds and, when issued, will be registered in the name of Cede & Co., as nominee of
The Depository Trust Company (“DTC”), New York, New York, which will act as securities depository for the 2010 Bonds. Individual
purchases will be made in book-entry form only, in the principal amount of $5,000 or integral multiples thereof. Purchasers will not
receive certificates representing their ownership interest in the 2010 Bonds. Interest on the 2010 Bonds will be payable on March 15, 2011,
September 15, 2011 and semi-annually thereafter on March 15 and September 15 in each year until maturity. Principal and interest will be
payable by Manufacturers & Traders Trust Company, Buffalo, New York, as Trustee and Paying Agent to DTC, which will in turn remit
such principal and interest to its participants, for subsequent distribution to the beneficial owners of the 2010 Bonds, as described herein.

THE 2010 BONDS ARE NOT A DEBT OF THE STATE OF NEW YORK OR OF ONONDAGA COUNTY OR OF ANY OTHER
POLITICAL SUBDIVISION OF THE STATE, AND NEITHER THE STATE, THE COUNTY NOR ANY OTHER POLITICAL SUBDIVISION SHALL
BE LIABLE THEREON, NOR SHALL THE 2010 BONDS BE PAYABLE OUT OF ANY FUNDS OTHER THAN THOSE OF THE AUTHORITY. THE
AUTHORITY HAS NO TAXING POWER.

The 2010 Bonds are offered when, as and if issued and received by the Underwriter and subject to the approval of legality by
Hiscock & Barclay, LLP, Albany, New York, Bond Counsel, and to certain other conditions. Certain legal matters will be passed upon for
the Underwriter by Orrick, Herrington & Sutcliffe LLP, New York, New York. Certain legal matters pertaining to the Authority will be
passed upon by Terry R. Pickard, Esq., Counsel to the Authority. It is anticipated that the 2010 Bonds will be available for delivery on or

about August 19, 2010 in New York, New York.
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Information contained in this Official Statement has been furnished by the Onondaga County Water Authority and has been obtained
from sources which are deemed reliable. No dealer, broker, salesman or other person has been authorized to give any information or to
make any representations other than those contained in this Official Statement and, if given or made, such other information or
representations must not be relied upon. 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 2010 Bonds referred to herein by any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale. 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 Onondaga County Water Authority since the date hereof. This Official Statement is submitted in
connection with the sale of the 2010 Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other
purposes.

The underwriter has reviewed the information in this Official Statement pursuant to its responsibilities to investors under the federal
securities law, but the underwriter does not guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT TRANSACTIONS
WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 2010 BONDS AT LEVELS ABOVE THOSE WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME WITHOUT PRIOR NOTICE.
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OFFICIAL STATEMENT
$5,925,000

ONONDAGA COUNTY WATER AUTHORITY
(NEW YORK)

GENERAL WATER SYSTEM REVENUE BONDS, 2010 SERIES A
INTRODUCTORY STATEMENT

The purpose of this Official Statement, including the cover page and appendices, is to set forth information relating
to the Onondaga County Water Authority (the “Authority”), the Authority’s water supply and distribution system (the “Water
System”) and the Authority’s $5,925,000 General Water System Revenue Bonds, 2010 Series A (the “2010 Bonds™). The
2010 Bonds are authorized to be issued pursuant to (i) the Onondaga County Water Authority Act, as amended, constituting
title 7 of article 5 of the Public Authorities Law, Chapter 43-A of the Consolidated Laws of the State of New York (the
“Act”), (ii) the Authority’s General Water System Revenue Bond Resolution adopted on March 14, 2001 (the “General
Resolution”); and (iii) in the case of the Authority’s 2010 Series A Bond Resolution Authorizing General Water System
Revenue Bonds, 2010 Series A in an amount not exceeding $8,000,000 adopted on July 21, 2010 (the “2010 Series A
Resolution”).

The 2010 Bonds are being issued (a) to provide funds to pay the costs of certain capital improvements to the
Authority’s Water System, (b) to provide funds to redeem the Authority’s Outstanding 2001 Series A Bonds (as defined
below) maturing after 2010, and (c) to fund reserves related thereto and expenses incident to the issuance of the 2010 Bonds.

The 2010 Bonds and other Bonds issued, and which may be issued in the future, under the General Resolution have
a first lien on the Net Revenues and other amounts derived by the Authority from the ownership and operation of the Water
System.

As of the date of delivery of the 2010 Bonds, there will be Outstanding under the General Resolution in addition to
the 2010 Bonds, the Authority’s $5,455,000 General Water System Revenue Bonds, 2001 Series A (referred to herein as the
2001 Series A Bonds”), $11,835,000 General Water System Revenue Bonds, 2005 Series A (referred to herein as the “2005
Series A Bonds”), $14,226,510 E.F.C. Drinking Water Installment Bonds, 2008A (referred to herein as the “2008 Bonds”)
and, $33,000,000 E.F.C. Drinking Water Instalilment Bonds, 2009 (referred to herein as the “2009 Bonds”, and, collectively,
with the 2001 Series A Bonds, the 2005 Series A Bonds, the 2008 Bonds as the “Prior Bonds™) , all of which are on parity.
The General Resolution permits the issuance of Additional Bonds on parity with the 2010 Bonds and the Prior Bonds. Any
such Additional Bonds, the 2010 Bonds and the Prior Bonds are hereinafter collectively referred to as the “Bonds”.

No future revenues and other amounts derived by the Authority from the ownership and operation of the Water
System are subject to any pledge prior to the pledge created in favor of the 2010 Bonds and the Prior Bonds.

THE 2010 BONDS
Description of the 2010 Bonds

The 2010 Bonds will be issued as registered bonds and, when issued, will be registered in the name of Cede & Co.,
as nominee of The Depository Trust Company (“DTC”), New York, New York, which will act as securities depository for
the 2010 Bonds Individual purchases will be made in book-entry form only, in the principal amount of $5,000 or integral
multiples thereof. Purchasers will not receive certificates representing their ownership interest in the 2010 Bonds. Interest
on the 2010 Bonds will be payable on March 15, 2011, September 15, 2011 and semi-annually thereafter on March 15 and
September 15 in each year until maturity. Principal and interest will be paid by Manufacturers and Traders Trust Company
of Buffalo, New York, as Trustee and Paying Agent to DTC, which will in turn remit such principal and interest to its
participants, for subsequent distribution to the beneficial owners of the 2010 Bonds, as described herein.

The principal of and interest on the 2010 Bonds shall be payable in any coin or currency of the United States of
America which at the time of payment is legal tender for the payment of public and private debts. The principal of the 2010
Bonds shall be payable at the designated office of the Trustee, or, at the option of the registered owner, at the principal
corporate trust office of the Paying Agent, upon the presentation and surrender for cancellation of the 2010 Bonds at such
office as the same shall become due and payable. Interest on the 2010 Bonds will be paid by check or draft mailed by the
Paying Agent to each registered owner in whose name the 2010 Bonds is registered upon the registration books of the
Authority to be maintained for that purpose by the Bond Registrar, as of the Record Date (the last day of the calendar month,
whether or not a Business Day preceding when the Payment Date occurs), at the address appearing upon such registration
books. Manufacturers and Traders Trust Company will be appointed Trustee, Paying Agent, Bond Registrar and
Authenticating Agent for the 2010 Bonds.
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Redemption Prior to Maturity — 2010 Bonds

Redemption at Authority's Option

The 2010 Bonds maturing on or after September 15, 2021 are subject to optional redemption prior to maturity, as a
whole or in part, on any date on or after September 15, 2020, at the option of the Authority, at par, plus accrued interest
thereon to the redemption date.

Notice of Redemption

If the Authority elects to redeem 2010 Bonds as provided above, the Bond Registrar shall mail postage prepaid, in
the name of the Authority, notice of redemption to the registered owners of the 2010 Bonds to be redeemed at the addresses
shown on the registration books of the Authority maintained by the Bond Registrar. Such notice of redemption shall be given
not less than 30 days and not more than 60 days prior to the redemption date. On the specified redemption date, all 2010
Bonds or portions thereof called for redemption shall cease to bear interest and shall no longer be secured by the General
Resolution, provided funds sufficient for their redemption are on deposit at the place of payment at that time. A notice of
redemption may provide that it is subject to rescission prior to the redemption date.

If the Authority elects to redeem less than all Outstanding Bonds, such 2010 Bonds shall be redeemable in inverse
order of maturity, or such other order as specified by the Authority in accordance with the General Resolution. If less than all
of the 2010 Bonds of like maturity are to be redeemed, the particular 2010 Bonds to be redeemed shall be selected by the
Trustee at random in such manner as it shall in its discretion deem appropriate and fair. A 2010 Bond in a denomination
exceeding $5,000 may be selected for redemption and may be redeemed in part in one or more units each having a principal
amount of $5,000.

Book-Entry-Only System

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the 2010 Bonds. The
2010 Bonds will be issued as fully-registered securities registered 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 bond certificate will be
issued for each maturity of the 2010 Bonds.

DTC, the world’s largest depository, 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 3 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 100 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, (NSCC, GSCC, MBSCC, and EMCC, 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”). DTC has Standard & Poor’s
highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtcc.com.



Purchases of 2010 Bonds under the DTC system must be made by or through Direct Participants, which will receive
a credit for the 2010 Bonds on DTC’s records. The ownership interest of each actual purchaser of each 2010 Series A Bonds
(“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 2010
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 2010 Bonds, except in the
event that use of the book-entry system for the 2010 Bonds is discontinued.

To facilitate subsequent transfers, all 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 2010 Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not
effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 2010 Bonds;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such 2010 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.

Redemption notices shall be sent to DTC. If less than all of the 2010 Bonds within an issue are being redeemed,
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Principal and interest payments on the 2010 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 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 or the Authority, subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of principal and interest to DTC is
the responsibility of the Authority, disbursement of such payments to Direct Participants will be the responsibility of DTC,
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the 2010 Bonds at any time by giving
reasonable notice to the Authority. Under such circumstances, in the event that a successor depository is not obtained, Bond
certificates are required to be printed and delivered. See “Certified Bonds™ herein.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities
depository). In that event, Bond certificates will be printed and delivered. See “Certificated Bonds” herein.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that
the Authority believes to be reliable, but the Authority takes no responsibility for the accuracy thereof.

THE AUTHORITY AND THE UNDERWRITER WILL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, TO INDIRECT PARTICIPANTS OR TO ANY BENEFICIAL OWNER WITH
RESPECT TO (A) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DTC PARTICIPANT OR
ANY INDIRECT PARTICIPANT; (B) THE PAYMENT BY DTC OR ANY DTC PARTICIPANT OR ANY INDIRECT
PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE 2010 BONDS; (C) ANY NOTICE WHICH IS
PERMITTED OR REQUIRED TO BE GIVEN TO BONDHOLDERS, (D) ANY CONSENT GIVEN OR OTHER ACTION
TAKEN BY DTC AS OWNER OF THE 2010 BONDS; OR (E) THE SELECTION BY DTC OR ANY DTC
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE
EVENT OF ANY PARTIAL REDEMPTION OF THE 2010 BONDS.

Source: The Depository Trust Company.



Certificated 2010 Series A Bonds

DTC may discontinue providing its services with respect to the 2010 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-only transfers through DTC at any time. In the event that such book-entry-only system is
discontinued, the following provisions will apply: the 2010 Bonds will be issued in fully registered form in denominations of
$5,000 each or any integral multiple thereof for any single maturity. Principal of the 2010 Bonds when due will be payable
upon presentation at the office of the Trustee or Paying Agent upon termination of the book-entry-only system. Interest on
the 2010 Bonds will be payable on March 15, 2011, September 15, 2011 and semi-annually thereafter on March 15 and
September 15 in each year until maturity. Such interest will be payable by check drawn on the fiscal agent and mailed to the
registered owner on each interest payment date at the address as shown on the registration books of the Bond Registrar as of
the last day of the month preceding each such interest payment date. 2010 Bonds may be transferred or exchanged at no cost
to the registered owner at any time prior to maturity at the office of the Bond Registrar for 2010 Bonds of the same or any
other authorized denomination or denominations in the same aggregate principal amount upon the terms set forth in the
Series Registrar for Certificate of the Chairman of the Authority authorizing the sale of the 2010 Bonds and fixing the details
thereof and in accordance with the Act. The Bond Registrar shall not be obligated to make any such transfer or exchange of
2010 Bonds between the last business day of the month preceding an interest payment date and such interest payment date.

SOURCES AND USES OF FUNDS

The following is a summary of the estimated sources and applications of the proceeds of the 2010 Bonds:
Sources of Funds:

Principal Amount of 2010 BONAS........cccceeviieiieriene e $ 5,925,000.00
NEL PrEMIUM ..o 485,629.10
Debt Service Reserve FUNG ... 1,066,972.42

TOtAl SOUICES ..ottt $ 7,477,601.52

Uses of Funds:

Deposit t0 ESCrOW FUNd ........c.coovviiiiieicecee e $ 4,794,346.88
Deposit to Construction FUN...........cccoveveierieresnse e 2,000,000.00
Deposit to Bond Reserve FUN.........ccccoovvvieeiecieeieicscse e 590,407.55
Underwriting DiSCOUNL. .......cccoverieriere s 16,412.25
Cost of Issuance and ROUNAING. ......cccovrieirinieineneeseese e 76,434.84

Total APPHCALIONS .....ccveviieirieiie e $ 7,447,601.52

FINANCED CAPITAL IMPROVEMENTS

$2,000,000 of the proceeds of the 2010 Bonds will be applied to capital improvements to the Water System. The capital
improvements to be undertaken with proceeds of the 2010 Bonds include: roofing, siding and HVAC improvements at the
Northern Concourse Facility.



PLAN OF REFUNDING

Authorization and Purpose

The 2010 Series A Resolution authorizes the refunding of and the Authority expects to redeem all $5,455,000 of the
outstanding 2001 Series A Bonds maturing after September 15, 2010 (the “Refunded Bonds”) with proceeds of the 2010
Bonds. The 2001 Series A Bonds were originally issued by the Authority in the aggregate principal amount of $11,525,000.
The Authority expects to achieve debt service savings through the refunding.

The Refunding Financial Plan

The 2010 Bonds are being issued in part to effect the refunding of the outstanding maturities of the Refunded Bonds. A
portion of the proceeds of the 2010 Bonds are to be applied to the purchase of State and Local Government Treasury
Securities (the “Government Obligations”). The Government Obligations are to be placed in an irrevocable trust fund (the
“Escrow Deposit Fund”) with the Trustee, pursuant to the terms of an escrow contract (the “Escrow Contract”) by and
between the Authority and the Trustee. The Government Obligations will mature in amounts and bear interest sufficient,
together with any un-invested cash deposited into the Escrow Deposit Fund from proceeds of the 2010 Bonds, to meet
principal and interest payments and redemption premiums with respect to the Refunded Bonds on September 15, 2010, the
date the Refunded Bonds will be redeemed. The owners of the Refunded Bonds will have a first lien on all of the respective
cash and securities in the Escrow Deposit Fund.

Simultaneously with the deposit to the Escrow Deposit Fund from proceeds of the 2010 Bonds, the Authority will
deposit therein sufficient funds to pay the principal of and interest on the 2001 Series A Bonds maturing September 15, 2010.

The Authority is expected to realize, as a result of the issuance of the 2010 Bonds and the refunding of the Refunded
Bonds, cumulative dollar and present value debt service savings.

Upon deposit of the Government Obligations and cash in the Escrow Deposit Fund sufficient to meet all required
payments of principal, interest and redemption premiums on the Refunded Bonds and the 2001 Series A Bonds maturing
September 15, 2010; the Refunded Bonds and the balance of the 2001 Series A Bonds will cease to be outstanding under the
General Resolution and will no longer be general obligations of the Authority.

The following is a list of the outstanding maturities of the 2001 Series A Bonds comprising the Refunded Bonds, all of
which are expected to be refunded with a portion of the proceeds of the 2010 Bonds:

Due September 15  Principal Amount Interest Rate Call Date Call Price
2011 $ 850,000 4.300% 9/15/10 101.0%
2012 885,000 4.375% 9/15/10 101.0%
2013 925,000 4.500% 9/15/10 101.0%
2014 965,000 5.000% 9/15/10 101.0%
2015 1,015,000 5.000% 9/15/10 101.0%

$4,640,000

Verification of Mathematical Computations

Causey Demgen & Moore Inc., a firm of independent public accountants, will deliver to the Authority, on or before the
settlement date of the Bonds, its attestation report indicating that it has verified, in accordance with standards established by
the American Institute of Certified Public Accountants, the information and assertions provided by the Authority and its
representatives. Included in the scope of its engagement will be a verification of the mathematical accuracy of (a) the
mathematical computations of the adequacy of the cash and the maturing principal of and interest on, the Government
Obligations used to fund the Escrow Deposit Fund to be established to pay, when due, the maturing principal of, interest on
and related call premium requirements of the Refunded Bonds; and (b) the mathematical computations supporting the
conclusion of Bond Counsel that the 2010 Bonds are not “arbitrage bonds” under the Code and the regulations promulgated
thereunder.

The verification performed by Causey Demgen & Moore Inc., will be solely based upon data, information and
documents provided to Causey Demgen & Moore Inc. by the County and its representatives. Causey Demgen & Moore Inc.
report of its verification will state Causey Demgen & Moore Inc. has no obligations to update the report because of events
occurring, or data or information coming to their attention, subsequent to the date of the report.



SECURITY FOR THE BONDS

Pledge under the General Resolution

The Bonds are general obligations of the Authority to the payment of which the Authority has specifically pledged (i) the
revenues and other moneys of the Authority derived by the Authority from the ownership and operation of the Water System,
and (ii) the moneys in certain funds created under the General Resolution, as more fully set forth in the General Resolution.
See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION?”.

Rate Covenant

The Authority has covenanted in the General Resolution to establish, maintain, revise and collect rates and charges with
respect to the Water System to provide Revenues which, together with other moneys available therefor, will be sufficient to
cover the Net Revenue Requirement as defined in the General Resolution. The General Resolution defines the Net Revenue
Requirement to mean an amount equal to the greater of (i) the sum of the Aggregate Debt Service and the Required Deposits
for such period, or (ii) 1.25 times the Aggregate Debt Service for such period. See “SUMMARY OF CERTAIN
PROVISIONS OF THE GENERAL RESOLUTION".

Additional Bonds

The Authority may issue Additional Bonds for the purpose of (i) financing Costs of Capital Improvements, (ii) providing
additional funds for deposit into the Bond Reserve Fund and paying the costs incident to the issuance of such bonds, or (iii)
financing the Costs of the completion of Capital Improvements. All series of such Bonds will be payable from the same
sources and secured on a parity with all other series of Bonds.

Set forth below are certain of the conditions applicable to the issuance of Additional Bonds for the purposes described in
(i) and (ii) above:

(1) A certificate of an Authorized Officer of the Authority shall be delivered to the Trustee setting forth
(i) the Net Revenues as defined and adjusted pursuant to the General Resolution for any period of twelve (12)
consecutive months out of the fifteen (15) calendar months next preceding the authentication and delivery of the
Additional Bonds and the Additional Bond Requirement for such 12 calendar months and demonstrating that such
Net Revenues equal or exceed the Additional Bond Requirement; (ii) the Reserve Requirement with respect to all
Series of Bonds Outstanding immediately after the authentication and delivery of said Series of Additional Bonds;
(iii) the Estimated Aggregate Debt Service for the then current calendar year and each of the five calendar years
following the then current calendar year and (iv) the other estimated Required Deposit for the current and the next
five calendar years;

(2) A certificate of the Consulting Engineers shall be delivered to the Trustee setting forth, for the then
current and the next five calendar years, (i) estimates of Available Revenues giving effect to (a) the construction of
any Capital Improvement not yet completed if the cost to complete such Capital Improvement has been provided, or
will be provided from the issuance of such Additional Bonds, (b) any adjustment of water rates which shall have
been placed in effect subsequent to the beginning of the 12-month period referred to in subparagraph (1) of this
Section, as if such water rate adjustment had been in effect from the beginning of such period until the effective date
of any subsequent adjustment presumed necessary and (c) any adjustment of water rates which, in the opinion of the
Consulting Engineers, would be necessary to comply with the provisions of the General Resolution; (ii) for the years
and taking into account the Assumptions specified for the estimates of the Consulting Engineers pursuant to clause
(i) above, estimates of the Operating Expenses giving effect to the construction of such Capital Improvement for
which such Series of Additional Bonds is being issued, (iii) the estimated total Cost of Construction of such Capital
Improvement and (iv) the estimated date of completion of the Capital Improvement;

(3) A certificate of an Authorized Officer of the Authority shall be delivered to the Trustee setting forth
(i) the estimated Net Revenues (based on the certificates delivered pursuant to subparagraphs (2) above) for the
current and the next five calendar years giving effect to the construction of any not yet completed Capital
Improvement if the cost to complete such Capital Improvement has been provided, or will be provided from the
issuance of such Additional Bonds, and (ii) the opinion that such estimated Net Revenues for the current and the
next five calendar years equal or exceed the Estimated Net Revenue Requirement (based on the certificate delivered
pursuant to subparagraph (1) above) for each such year and that estimated Net Revenues in such fifth full calendar
year equal or exceed that sum of Estimated Aggregate Debt Service and the Subordinate Obligation Requirement for
any particular year which results in the largest such sum for the then current or future year immediately after the
authentication and delivery of the Bonds being issued; and



(4)  The amount, if any, to be deposited in the Bond Reserve Fund will be sufficient so that the balance
in such Fund equals the Reserve Requirement immediately after delivery of such Additional Bonds.

The Additional Bonds of any such Series authorized for a purpose described in clause (iii) in the first paragraph of
this Section shall be authenticated and delivered by the Trustee upon receipt by it of:

Q) a certificate signed by an Authorized Officer of the Authority stating that the moneys on deposit in
the applicable account of the Construction Fund are insufficient to pay such Costs, and

2 a certificate signed by the Consulting Engineer stating that the proceeds of such Additional Bonds
are sufficient to complete the Capital Improvement.

See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION".

Bond Reserve Fund

The General Resolution establishes the Bond Reserve Fund (the “Reserve Fund”) to be held by the Trustee as
security for all Bonds Outstanding under the General Resolution. The General Resolution provides that the Reserve
Requirement for any Series of Bonds is the amount required to be deposited and maintained in the Bond Reserve Fund as set
forth in the Series Resolution authorizing such Series of Bonds. The 2010 Series A Resolution establishes the Reserve
Requirement for the 2010 Bonds as the least of (i) the Maximum Annual Debt Service with respect to the 2010 Bonds as of
their date of issue, (ii) 125% of the average annual debt service with respect to the 2010 Bonds as of their date of issue, (iii)
10% of the aggregate principal amount of the 2010 Bonds, or (iv) such lesser amount as shall be specified by the Bond Series
Certificate. The Authority has established the Reserve Requirement incident to the issuance of the 2010 Bonds in the amount
of $590,407.55, with $200,788.39 of that amount being funded from proceeds of the 2010 Bonds and the balance being
funded from other sources. After September 15, 2015 the Reserve Requirement relating to the 2010 Bonds will decrease to
$200,788.39. The Reserve Fund shall be held as a reserve for the payment of the principal of, premium, if any, and interest
on all Bonds Outstanding when and if other funds on deposit in the Bond Fund are not sufficient for such purposes.

The Reserve Fund is fully funded when the amount of deposit therein equals the sum of the Reserve Requirements
for all Series of Bonds currently outstanding. Currently, the Reserve Fund for all bonds outstanding is $6,247,943.95,
including the Reserve Requirement for the 2001 Series A Bonds, but excluding the Reserve Requirement for the 2010 Bonds.
After the issuance of the 2010 Bonds, when the Reserve Requirement with respect to the 2001 Series A Bonds will no longer
be applicable, the Bond Reserve, including the Reserve Requirement for the 2010 Bonds, will be fully funded in the amount
of $5,772,457.74.

The Authority may substitute an insurance policy, surety bond, letter of credit or other form of guarantee for the
moneys required to be held in the Reserve Fund as provided in the General Resolution.
THE AUTHORITY

The Authority was created by the Act in 1951 and is a body corporate and politic constituting a public benefit
corporation.

Organization and Membership of the Authority

Under the Act, the five members of the Authority, who must be residents of Onondaga County, serve for
overlapping terms of three years, or until their successors are appointed and qualified. The members are appointed by the
Chairman of the Onondaga County Legislature, subject to confirmation by a majority of the Legislators. Vacancies in the
membership of the Authority, occurring otherwise than by expiration of term of office, are filled by appointment by the
Onondaga County Legislature for such unexpired terms.

In accordance with the Act, the Chairman is elected annually by the members of the Authority. The other officers
are appointed by the Authority, and serve at its pleasure, and consist of a Vice-Chairman and a Treasurer, who are required to
be members of the Authority, and a Secretary, who may or may not be a member of the Authority.

Michael E. Hooker has been the Executive Director of the Authority since 1993. Prior to that time, he was General
Manager of Hardin County Water District No. 1 in Radcliff, Kentucky and he has 30 years of waterworks management
experience in both the public and private sectors. Mr. Hooker received a Bachelor of Science Degree from Montclair State
College and a Masters Degree in Business Administration from Fairleigh Dickinson University.
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Anthony J. Geiss has been Deputy Executive Director of the Authority since 1999. Prior to that time he was a Senior
Design Consultant with O’Brien and Gere Engineers in Syracuse, New York. Mr. Geiss received a Bachelor of Science
Degree from Syracuse University and is a licensed Professional Engineer in the State of New York.

Total Number

Member of Authority Position Years cc;r: Board Occupation

Robert F. Tomeny Chairman 19 Businessman

Ferdinand L. Picardi Vice Chairman 14 Retired Attorney

Wayne G. Simmons Secretary / Treasurer 18 Businessman

Dr. Eileen D. Gilligan Board Member <1 Businesswoman / Adjunct Professor
Susan A. Miller Board Member <1 Retired Public Utility Executive

Certain Powers of the Authority

Under the Act, the Authority has the power to fix rates and collect charges for the use of its facilities, or services
rendered by it or any commodities furnished by it such as to provide revenues sufficient at all times to pay, as the same shall
become due, the principal of and interest on the bonds, notes or other obligations of the Authority together with the
maintenance of proper reserves therefor, in addition to paying as the same shall become due the expense of operating and
maintaining the properties of the Authority together with proper reserves for depreciation, maintenance and contingencies
and all other obligations and indebtedness of the Authority.

No governmental boards, agency, corporation or officer has jurisdiction of, or control over, or is required to
approve, any water rates or charges for services or facilities of the Authority except the Authority itself. The Act, as
amended by Chapter 548 of the Laws of 1957, expressly declares that neither the Public Service Commission nor any other
board or commission of like character shall have jurisdiction over the Authority in the management and control of its
properties or operations or any power over the regulation of rates fixed or charges collected by the Authority.

Section 1156(7) of the Act requires that any resolution of the Authority authorizing bonds or notes shall contain a
covenant that the Authority will (i) at all times maintain rates, fees, rentals and/or other charges sufficient to pay, and (ii) any
contracts entered into by the Authority for the sale or distribution of water shall contain rates, fees, rentals or charges
sufficient to pay, the cost of operation and maintenance of properties, and the principal of and interest on any obligation
issued pursuant to such resolution as the same become due and payable.

Subject to certain limitations set forth in the Act, the Authority may produce, develop, distribute and sell water or
water services within or without the territorial limits of the Onondaga County Water Authority District (as defined in Section
1152 of the Act) and it may purchase water from any municipal corporation, town water district, person, association or
corporation. The Act also provides that the Authority may develop and provide a sufficient amount of water so as to supply
water outside of Onondaga County to any municipality, duly established water district, or privately owned public water
supply and distribution system. In recent years the Authority has extended its system into parts of the adjacent Counties of
Madison, Oneida and Oswego. Several portions of the system are leased from various municipalities including the County of
Onondaga. The properties and activities of the Authority are exempt from taxes.

Awards and Achievements

In March 2001, the Authority received the Gold Award for Competitiveness Achievement from the Association of
Metropolitan Water Agencies (AMWA). The AMWA recognized twenty water agencies nation-wide whose high-quality
management practices are meeting the competitive challenges facing the industry. The exceptional management practices of
these municipal water leaders chart new financial courses, seek new growth opportunities and meet the ever expanding array
of customer services needs and expectations.

In October 2004, the Authority received the Platinum Award for Sustained Competitive Achievement from the
AMWA, the first year in which this award was presented. The AMWA recognized fourteen water agencies nation-wide all of
which were Gold Award recipients in 2001. The AMWA recognized how improvement gains from effectiveness and
efficiency had been reinvested to enhance quality, increase customer satisfaction and control rates.
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In November 2004, the Authority was presented with the 2004 Management Innovation Award by the Central New
York Branch of the American Public Works Association By virtue of winning the local award OCWA was nominated for
both the New York State and the National APWA Management Innovation Awards for 2005 and in April of 2005 OCWA
was named the New York State winner and in September of 2005 the Authority was presented the APWA National Award.
This award was presented for the Conquest software project that integrated the Authority’s billing, accounting and work
management systems.

The Marcellus water treatment plant has continued to maintain its Phase 3 certification under the United States
Environmental Protection Agency (USEPA) for Safe Water Program for ten straight years and has received both the 5 and 10
year recognition awards from the Director of the USEPA. This program supports the Authority and other utilities in
voluntary efforts to achieve greater control of microbial impurities. The Authority was the eighth in the nation to be certified
under this program, a great honor and example of how the Authority sets a higher standard for the quality of their water than
what the state and federal government mandates.

THE WATER SYSTEM

On December 29, 1955, the Authority acquired through condemnation certain water works properties and other
assets of the New York Service Corporation. This acquisition was financed through the sale of $12,600,000 Water Revenue
Bonds, Series A. Additional capital improvements to the Water System were financed by a subsequent sale, in 1958, of
$2,630,000 Water Revenue Bonds, Additional Series A, and in 1987, of $7,000,000 General Water System Revenue Bonds,
1987 Series A, refunding a portion of an earlier $14,000,000 Variable Rate Demand Notes, 1984 Series A. The foregoing
bonds have all been retired. Currently the outstanding debt for the Authority is comprised of the unpaid balances of the four
issues listed below.

2001 Series A Bonds issued in the amount of $11,525,000
2005 Series A Bonds issued in the amount of $13,840,000
2008 Bonds issued in the amount of $14,226,510

2009 Bonds issued in the amount $33,000,000

Service Area: The Water System supplies water for domestic, commercial and industrial uses and for fire protection
in part or all of thirty towns and fifteen villages in Onondaga County (outside the City of Syracuse), and in parts of the
Counties of Oswego, Madison and Oneida.

The area served in Onondaga County includes the major portion of the Towns of Camillus, Cicero, Geddes and
Salina, as well as parts of the Towns of Clay, DeWitt, Lysander, Manlius, Marcellus, Onondaga, Lafayette, Pompey, Tully,
Van Buren, Otisco, Spafford, and Skaneateles. Additionally the Authority serves the Villages of Camillus, Fayetteville,
Liverpool, Manlius, Minoa, North Syracuse, Baldwinsville, East Syracuse, Marcellus, and Solvay. In Oswego County the
Authority serves the Village of Central Square and the Towns of Hasting, West Monroe, Granby, Minetto, Oswego, Volney
and Schroeppel. The Authority also has provides intermittent service to the City of Fulton, the Town of Scriba and the
Village of Phoenix. In Madison County the Authority serves the Villages of Canastota and Chittenango and parts of the
Towns of Lenox and Sullivan. In Oneida County the Authority serves the Village of Sylvan Beach and parts of the Towns of
Vienna, Verona and Annsville.

As of July 6, 2010, the Authority provided water services directly to 85,803 residential, 5,072 commercial accounts,
47 industrial accounts, and 39 wholesale accounts. The Authority also has 1,383 accounts related to fire services and fire
hydrants. The estimated population of the residential units served was 340,000 persons as of such date. There has been
substantial residential growth (primarily via acquisition of systems serving existing homes) within the service area over the
last few years, however projected growth for new homes in 2010 has dropped correspondingly with the national economic
woes. Projected growth is expected to be limited to providing service existing residents served by a small water system or
served by private wells. Current potential of this nature is estimated to be 2,000 new accounts over the next two years.
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The fifteen largest industrial customers within these areas, served directly by the Water System in order of usage,
are:

Customer Consumption (in Gallons) % of Water Sales
Anheuser-Busch, Inc. 866,157,000 7.55%
Solvay Paperboard 628,660,000 5.48%
Crucible Steel 285,528,000 2.49%
Bristol Meyers Squibb 180,311,000 1.57%
Clinton Ditch 128,680,000 1.12%
Queenshoro Farms 73,750,000 0.64%
Frazer & Jones, Co. 43,200,000 0.38%
Community General Hospital 41,890,000 0.37%
Covanta Onondaga LP 31,460,000 0.27%
Lockheed Martin 30,500,000 0.27%
Crouse Hinds 19,540,000 0.17%
Carr Street (Co-Generator) 13,870,000 0.12%
Sunoco, Inc., R&M 12,752,000 0.11%
Suburban Lodging 12,480,000 0.11%
Ameripride 11,650,000 0.10%

Source of Supply: For 2009 43.44% of the water supply of the Water System was drawn from the Authority’s
source at Otisco Lake, 53.22% was purchased from the Metropolitan Water Board's filtered Lake Ontario supply, and 3.33%
was purchased from the City of Syracuse's Skaneateles Lake supply.

The Metropolitan Water Board (“MWB”) was created by the Onondaga County Legislature and it operates the
Onondaga County Water District, which is a wholesale supplier of water to the Authority.

The following tabulation shows, for recent years, the average daily quantity of water from the various sources of

supply.
WATER OBTAINED FROM SOURCES OF SUPPLY
(Average Gallons Per Day)
LAKE ONTARIO
VIA METRO WATER CITY OF SYRACUSE

YEAR OTISCO LAKE BOARD SOURCES TOTAL
1998 16,175,000 25,628,000 497,000 42,300,000
1999 16,239,000 27,276,000 676,000 44,191,000
2000 17,759,000 25,832,000 378,000 43,969,000
2001 17,030,783 25,807,835 385,463 43,233,394
2002 17,104,885 25,768,219 435,485 43,315,128
2003 16,953,989 24,320,961 499,005 41,780,348
2004 17,187,000 22,605,806 482,016 40,341,743
2005 17,632,897 26,381,390 529,506 44,550,662
2006 16,772,679 21,263,156 482,810 38,524,849
2007 16,671,945 23,305,208 562,342 40,599,057
2008 16,516,595 21,568,024 453,729 38,545,505
2009" 15,994,000 19,595,000 1,226,000 36,815,000

Y 2009, the City of Syracuse, the MWB and the Authority agreed to modify their respective responsibilities for the

operation and maintenance of certain regional water facilities (the Southern Branch system), with the Authority assuming
responsibility for the operation and maintenance and the parties agreeing the Authority would purchase water directly
from the City rather than from MWB (who had purchased the water from the City under the prior arrangements). As a
result, the amount of water purchased from MWB decreased and the amount purchased from the City increased by an
equal amount, but the source of the water had not changed.
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Condition of Properties: Inspections of the visible physical plant of the Water System show it generally to be in
good operating condition and well maintained. All structures are of substantial construction. The chemical properties of
Otisco Lake Reservoir water are such that corrosion and tuberculation of underground piping is practically non-existent, and
pipes in the ground for over 75 years have almost the same carrying capacities today as when new. Water System water
losses are low, indicating a tight system with proper maintenance and control of leakage.

Adequacy of System: Since the acquisition of the Water System by the Authority in December 1955, improvements
have been made to keep pace with demands. The Water System has adequate capacity to meet the peak demands of the
Water System. The Authority’s Capital Reinvestment Program is designed to address problem areas in a prioritized manner
as identified on an ongoing basis.

Quality Control: The Authority has been at the forefront of the industry being proactive in taking steps to improve
and maintain the quality of the water above the state and federal mandates. The Authority has received numerous awards
attesting to the exceptional quality of their water. (See: “Awards and Achievements” herein.)

Water Rates: The Authority has increased rates from time to time in order to keep pace with rising costs and meet
the requirements set forth in the General Resolution. In 2001 the Authority Board adopted a new policy whereby future rate
increases will be reviewed on an annual basis. Since that time annual rate increases for both residential and commercial
customers have been as follows: 2001 — 10%; 2002 — 2%; 2003 — 2%; 2004 — 15%; 2005 — 8%; 2006 — 6%; 2007 — 9.8%;
2008 — 7.7%; 2009 — 15%; 2010 — 12%.

The following graph depicts the Authority’s water rates compared to other Authorities in New York State as well as
the National rate.

2010 Water Rate Comparison
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Note: The acronyms as shown in the chart above are defined as follows:
ECWA: Erie County Water Authority, NY
SCWA: Suffolk County Water Authority, NY
Albany: Albany County Wtaer Authority, NY
MCWA: Monroe County Water Authority, NY
Syracuse: Syracuse Department of Water, NY
Rochester: Rochester Bureau of Water, NY
Buffalo: Buffalo Water Authority, NY
MVWA: Mohawk Valley Water Authority, NY

A substantial portion (approximately 65% by length) of the Authority's distribution system is leased from several
towns and villages in the Counties of Onondaga, Oswego, Madison and Oneida. Certain portions of the water transmission
mains of the Authority are located in rights-of-way under property owned or controlled by CSX Transportation, Inc. and the
Finger Lakes Railway Corp. The rights-of-way span approximately 12 miles from Marcellus to Minoa, and previously
existed pursuant to a 99-year Agreement which by its terms expired February 25, 2006. After several extensions, the
Authority commenced eminent domain proceedings against Finger Lakes Railway Corp. On October 8, 2008, the New York
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State Supreme Court granted the Authority’s petition for a permanent right-of-way. For additional information concerning
the valuation proceedings relating to the eminent domain proceedings against Finger Lakes Railway Corp, see
“LITIGATION AND NEGOTIATION” herein. In addition, the Authority purchased a permanent right-of-way from CSX
Transportation, Inc. for the sum of $170,154. The deed to this right-of-way in the portions of the corridor owned by CSX
Transportation, Inc. was recorded December 30, 2009.

Present Water Sales: The metropolitan Syracuse area, which the Authority services, is well established as a major
industrial, commercial and distribution center. Ample electrical power is available, and transportation facilities include a
major railroad, major airlines, the New York State Barge Canal, the New York Thruway and Interstate Routes 81, 481 and
690. The area (which includes Onondaga County and other surrounding communities) has a diverse economic backbone of
manufacturing and industrial facilities, educational institutions, and healthcare facilities. However, over the past decade the
regional population has decreased slightly (less than 1%) and the area has seen a modest decrease in major industrial and
manufacturing operations.

Nonetheless, the Authority has seen a steady increase in the number of its customers. The Authority has increased
customer base through assuming operations of existing village and town water systems, operating newly constructed town
water systems and through a moderate increase of new customers within its existing water service area. The Authority’s
annual growth in its customer base has averaged 2% since 2000 and accelerated somewhat during 2008 and 2009 due to
acquisition of existing village water systems and construction of new town water systems. This follows a growth rate during
the 1990’s that was a modest 1% per year. Also, over the past five years, the Authority’s large customer base has remained
stable in number with some fluctuation in overall use. At the same time, the Authority’s overall water sales have remained
relatively flat due to the decrease in industrial and manufacturing operations and a nation-wide trend of water conservation.

Construction is now underway on two sizeable new water districts in neighboring Oswego County as well as several
other smaller new and expanded water districts which expect to purchase water from the Authority. These additions will
allow the trend of increasing customers and service areas to continue over the next several years.

The Authority also maintains a pro-active maintenance department and leak detection department which allows the
Authority to maintain high quality service and continue to operate the system in a sound economical manner. The Authority
also continues its efforts to remain competitive through initiatives such as streamlining operations through increased
automation and use of technology advancements.

Water demand is illustrated by a comparison of water sales, revenues and physical plant of the Water System in
1985, 1995 and 2009 as shown in the following table:

PERCENT PERCENT
INCREASE INCREASE
ITEM 1985 1995 (DECREASE) 2009 (DECREASE)

Average Metered Water Sales 41.76 MGD  39.13 MGD (6.2%) 31.44 MGD (19.6%)
Operating Revenue $13,648,129  $17,546,000 28.5% $31,259,221 78.2%
Miles of Mains Owned & Leased 875.5 1,332.72 52.2% 1,844.06 38.4%
Active Accounts 44,603 69,445 55.7% 90,800 30.7%
Fire Hydrants 4,563 7,765 70.1% 11,786 51.8%

Average daily quantity of water sales and yearly totals of metered water sales by the Water System during the
twelve months ended December 31, 2009 were as follows:

AVERAGE DAILY

SALES YEARLY TOTALS
CLASSIFICATION (1000 gallons) (1000 gallons)
Residential & Commercial 16,964 6,191,546
Industrial 7,222 2,635,890
Wholesale 7,188 2,623,788
TOTAL 31,443 11,451,224
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WATER METERED & BILLED
(in Million Gallons)

Projected
2005 2006 2007 2008 2009 2010
Residential &
Commercial 6,786 6,198 6,621 6,338 6,191 6,150
Industrials 3,750 3,463 3,421 3,199 2,636 2,643
Wholesale 2,880 2,681 2,738 2,685 2,624 2,602
Total 13,416 12,342 12,780 12,222 11,451 11,395

Future Water Sales: The numbers of residential and commercial accounts are expected to show continued increases.
However, residential use has declined as the number of people per household shrinks and water efficient appliances and
fixtures are increasingly installed. Local highway facilities and a present program of extensive interstate and arterial route
construction in and around the City of Syracuse assist this growth in residential and commercial sales. The Authority also
continues to expand in to new areas formerly served by private wells or small, outdated municipal water systems in
Onondaga, Oswego, Madison and Oneida Counties. It should also be noted that wholesale customer use drops as former
systems are converted to retail accounts. Also, with the push nationally for water conservation, industrial water use continues
to decline.

The Authority is currently limited to an average of 20 million gallons per day (mgd) from Otisco Lake. Water
demand over and above what the Otisco Lake supply can cover is met with supplemental water purchased from the MWB's
Lake Ontario system. The MWB system is capable of producing and delivering 50 million gallons per day to Onondaga
County, thus providing a combined system delivery potential of 70 mgd.

Billing System: All of the Authority's services are metered to the customer except some emergency fire services.
Most (99.5%) of the residential areas have Touch Read remote reading meter; the input of which is fed in the Authority's
computer system for information and automatic billing purposes. Payments of bills are read by a NDP 300 document
processor and credited directly to the customer's account. Authority Members, Executive Management, Department Heads
and Supervisors of the Authority receive computer-generated reports monthly regarding all of the Authority operations and
compare actual operating costs to budgeted amounts.

All of the Authority's accounting systems are computerized. Bills are issued to residential and commercial
customers on a quarterly cycle. Large accounts are billed on a monthly basis. Fire protection charges are billed quarterly and
semi-annually. During 2002 and 2003 the Authority undertook and completed a major software project that replaced the
Authority’s billing and accounting systems and added work management, asset management and human resource
management systems that are fully integrated. The systems generate real time updates and have measurably improved
monthly financial reporting capabilities. Each software system is regularly upgraded as new versions become available, and
when justified.

The Authority shuts off water service to customers that are over 60 days delinquent. Residential and commercial
customers are subject to a deposit.

Uncollected Accounts

The uncollected accounts for 2004 through 2009 are as follows:

Year Total ($) Percent of Bills Issued (%)
2009 $ 193,305 0.64%
2008 28,694 0.10%
2007 21,684 0.08%
2006 20,432 0.09%
2005 7,164 0.03%
2004 45,233 0.22%
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The following table summarizes the Authority's actual revenues and operating expenses for fiscal years 2005-2009 and the
Authority's budgeted and projected revenues and operating expenses for fiscal year 2010.

OPERATING REVENUE
Charges for Services
Penalties

Other

Total Operating Revenue

OPERATING EXPENSE

Source of Supply
Transmission and
Distribution

Collection

Administration
Depreciation and
Amortization

Total Operating Expense

INCOME (LOSS) FROM
OPERATIONS

OTHER INCOME
(EXPENSE)

Interest from Investments
Held by Trustee

Other Interest Income
Gain (Loss) on Disposal of
Fixed Assets

Interest Expense

Net Other Expense

Net Income (Loss) Before
Capital Contributions

Capital Contributions

CHANGE IN NET ASSETS

NET ASSETS

Balance, Beginning of Year

Balance, End of Year

ONONDAGA COUNTY WATER AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

2005-2010
2005 2006 2007 2008 2009 2010 2010 @
Actual Actual Actual Actual Actual Budget Projected
$24,314,276  $23,441,235  $26,917,942  $27,877,571  $30,127,444  $34,213,014  $34,424,373
291,906 297,725 358,754 377,719 427,547 402,000 415,756
751,690 899,297 749,435 780,569 704,230 643,800 654,427
25,357,872 24,638,257 28,026,131 29,035,859 31,259,221 35,258,814 35,494,556
7,857,829 7,639,024 8,621,715 8,247,700 8,168,218 8,533,412 8,199,048
8,013,938 10,425,504 10,720,159 11,666,712 11,856,125 13,145,561 12,758,013
743,896 904,067 970,828 1,039,528 1,224,401 1,356,704 1,316,164
2,886,042 1,551,931 1,506,929 3,063,869 3,234,735 3,587,126 3,474,672
3,873,767 4,012,814 4,189,665 4,413,370 4,568,185 5,058,876 5,053,681
23,375,472 24,533,340 26,009,296 28,431,189 29,051,664 31,681,679 30,801,578
1,982,400 104,917 2,016,835 604,671 2,207,557 3,577,135 4,692,978
192,211 705,698 556,859 171,177 9,094 11,400 10,639

24,144 47,872 52,752 0 0 0 0
(18,753) (50,754) (9,918) 29,837 (42,950) (30,000) (30,000)
(548,487)  (1,006,541) (980,062)  (1,152,606)  (1,339,501)  (2,626,730)  (2,501,846)
(350,885) (303,725) (380,369) (951,592)  (1,373,357)  (2,645,330)  (2,521,207)
1,631,515 (198,808) 1,636,466 (346,922) 834,200 931,805 2,171,771
6,955,801 4,638,889 3,244,946 2,247,778 1,053,949 1,653,000 1,403,333
8,587,316 4,440,081 4,881,412 1,900,856 1,888,149 2,584,805 3,575,104
133,896,445 142,483,761 146,923,842 151,805,254 153,706,110 155,594,259 155,594,259

$142,483,761 $146,923,842 $151,805,254 $153,706,110 $155,594,259 $158,179,064 $159,169,363

@ 2010 Projected based on 5 months actual figures and 7 months budget.
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Bonded Debt Service

A schedule of Bonded Debt Service may be found in APPENDIX - A to this Official Statement.

Capital Improvements

Recently Completed Major Capital Projects And Current Status Of Major Ongoing Projects

The Authority’s 2005 Series A Bonds were used to fund certain capital costs of improvements of the Water System,
including three water tanks, one each located in Canastota, Hastings and Van Buren. In 2008, the Authority completed the
following major projects: Hastings water tank ($2,865,067), Van Buren water tank ($2,199,352), Canastota water tank
($1,519,181), generators for Howlett Hill and Warners pump stations ($210,668), 12" extension at Kirkville Road
($302,605), 8” extension at Cast Street & Darrow Street ($555,527), 8” replacement at Grand Ave & Fay Rd ($560,989), and
12" extension at State Fair Blvd ($372,712).

Projects that are currently ongoing include:

(i) Otisco Lake water treatment plant upgrades ($13,300,000). In 2008, the Authority issued $14,226,510 of
Bonds to the New York State Environmental Facilities Corporation (“EFC™) to fund this project.

(i) Eastern reservoir 30-MG tank ($17,000,000) and Western reservoir 20-MG tank ($12,500,000). In 2009,
the Authority issued $33.0 million of Bonds to EFC for the construction of these two tanks.

All three of these ongoing projects are under cost projections.

Other recently completed projects include the following: security improvements ($862,981), Canastota watermain
replacements ($449,225), 8” extension at Tag Road ($444,467), Sylvan Beach tank improvements ($301,604), Abbey Road
tank improvements ($300,542), 12” extension at Kirkville Road ($294,402) and Lakeland watermain improvements
($278,149).

Future Capital Plans and Financing

The Authority is currently issuing the 2010 Bonds to refund its 2001 Series A Bonds maturing after September 15,
2010 and also to obtain $2 million in new money to replace the roof, siding and HVAC at its Northern Concourse
headquarters. It is also likely that either in 2010 or 2011, the Authority will issue approximately $20-$25 million in bonds to
construct a third covered water reservoir storage tank and to build three pump stations.

SUMMARY OF CERTAIN PROVISIONS
OF THE GENERAL RESOLUTION

The General Resolution, as amended and supplemented, contains various covenants and security provisions, certain
of which are summarized below. The summary does not purport to be a complete statement of the terms of the General
Resolution and accordingly is qualified by reference thereto and is subject to the full and complete text thereof. Certain
provisions of the General Resolution relative to the terms of the Bonds, requirements for the issuance of Additional Bonds
and various security covenants are summarized elsewhere in this Official Statement. Copies of the General Resolution and
the 2010 Series A Resolution may be obtained from the Authority or the Trustee. Capitalized terms used in this Official
Statement which are not defined herein shall have the same meanings as in the General Resolution.

Definitions (Section 1.01)

“Accrued Debt Service” means as of any date of calculation and with respect to any Series, an amount equal to the
sum of (i) interest on the Bonds of such Series accrued and unpaid and to accrue to the end of the then current calendar
month, and (ii) Principal Installments due and unpaid for such Series and that portion of the Principal Installments for such
Series next due which would have accrued to the end of such calendar month if deemed to accrue monthly from a date one
year prior to its due date;

“Act” means the Onondaga County Water Authority Act (being Chapter 675 of the Laws of New York, 1951, as
amended, and constituting title 7 of article 5 of the Public Authorities Law);
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“Additional Bond Requirement” means with respect to the authentication and delivery of one or more Series of
Additional Bonds or Refunding Bonds an amount equal to the greater of (A) the sum of (i) the Aggregate Debt Service, for
the 12 month period set forth in the certificate of an Authorized Officer of the Authority, delivered in connection with such
Additional Bonds or Refunding Bonds, with respect to the Bonds Outstanding immediately prior to such authentication and
delivery of the Additional Bonds or Refunding Bonds, (ii) the Maximum Annual Debt Service on such Additional Bonds or
Refunding Bonds, (iii) maximum annual Debt Service with respect to any Subordinate Obligations Outstanding, and (iv)
Required Deposits for the aforesaid 12 month period; or (B) 1.25 times the Aggregate Debt Service. In the event such
certificate of an Authorized Officer of the Authority is delivered in connection with the issuance of Refunding Bonds, the
Additional Bond Requirement shall be computed as if any Bonds being refunded by such Refunding Bonds were not
outstanding during such 12-month period. For the purposes of this Definition, Debt Service shall include the interest, if any,
to be paid from Bond proceeds deposited in the Bond Fund;

“Additional Bonds” means the bonds of the Authority authorized, authenticated and delivered pursuant to by Section
2.06 of the General Resolution;

“Aggregate Debt Service” means, for any period of twelve consecutive calendar months and as of any date of
calculation, the sum of the amounts of Debt Service for such period with respect to all Series;

“Authorized Investments” means and includes any of the following investments that at the time are legal for the
investment of the Authority's moneys:

Q) Defeasance Obligations;

(i) Direct obligations of, or obligations guaranteed as to timely payment of principal and interest by
Federal Home Loan Mortgage Corporation, Fannie Mae or the Federal Farm Credit System;

(iii) Demand and time deposits in or certificates of deposit of, or bankers’ acceptances issued by, any
bank or trust company, savings and loan association or savings bank, payable on demand or on a specified date no
more than three months after the date of issuance thereof, if such deposits or instruments are rated F1 by Fitch (if
rated by Fitch), A-1+ by S&P and P-1 by Moody’s;

(iv) General obligations of, or obligations guaranteed by, any state of the United States or the District
of Columbia receiving one of the two highest long-term unsecured debt rating categories available for such
securities by Fitch (if rated by Fitch), Moody’s and S&P;

(v) Commercial or finance company paper (including both non-interest-bearing discount obligations
and interest-bearing obligations payable on demand or on a specified date not more than three months after the date
of issuance thereof) that is rated F1 by Fitch (if rated by Fitch), A-1+ by S&P and P-1 by Moody’s;

(vi) Repurchase obligations with respect to any security described in clause (i) or (ii) above entered
into with a primary dealer, depository institution or trust company (acting as principal) rated F1 by Fitch (if rated by
Fitch), A-1+ by S&P and P-1 by Moody’s (if payable on demand or on a specified date no more than three months
after the date of issuance thereof) or in one of the two highest long-term rating categories by Fitch (if rated by
Fitch), S&P and Moody’s or collateralized by securities described in clause (i) or (ii) above with any registered
broker/dealer or with any domestic commercial bank whose long-term debt obligations are rated “investment grade”
by each of Fitch (if rated by Fitch), S&P and Moody’s, provided that (1) a specified written agreement governs the
transaction, (2) the securities are held, free and clear of any lien, by the Trustee or an independent third party acting
solely as agent for the Trustee, and such third party is (a) a Federal Reserve Bank, or (b) a member of the Federal
Deposit Insurance Corporation that has combined surplus and undivided profits of not less than $25 million, and the
Trustee shall have received written confirmation from such third party that it holds such securities, free and clear of
any lien, as agent for the Trustee, (3) the agreement has a term of thirty days or less, or the collateral securities are
required to be valued on behalf of the Authority no less frequently than monthly and the Trustee notified in writing
of the results thereof, if any deficiency in the required collateral percentage is not restored within five Business Days
of such valuation, the Trustee is to liquidate the collateral securities and (4) the fair market value of the collateral
securities in relation to the amount of the obligation, including principal and interest, is equal to at least 104% or, if
the collateral securities are described in clause (ii) above, at least 105%;

(vii) Securities bearing interest or sold at a discount (payable on demand or on a specified date no more
than three months after the date of issuance thereof) that are issued by any corporation incorporated under the laws
of the United States of America or any state thereof and rated F1 by Fitch (if rated by Fitch), P-1 by Moody’s and A-
1+ by S&P at the time of such investment or contractual commitment providing for such investment; provided,
however, that securities issued by any such corporation will not be Authorized Investments to the extent that
investment therein would cause the then outstanding principal amount of securities issued by such corporation that
are then held to exceed 20% of the aggregate principal amount of all Authorized Investments then held,;

(viii)  Units of taxable money market funds which funds are regulated investment companies and seek to
maintain a constant net asset value per share and have been rated in one of the two highest categories by Moody’s
and at least AAAm or AAAM-G by S&P, including if so rated any such fund which the Trustee of an affiliate of the
Trustee serves as an investment advisor, administrator, shareholder, servicing agent and/or custodian or sub-
custodian, notwithstanding that (a) the Trustee or an affiliate of the Trustee charges and collects fees and expenses
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(not exceeding current income) from such funds for services rendered, (b) the Trustee charges and collects fees and
expenses for services rendered pursuant to the Resolution, and (c) services performed for such funds and pursuant to
the Resolution may converge at any time (the Authority specifically authorizes the Trustee or an affiliate of the
Trustee to charge and collect all fees and expenses from such funds for services rendered to such funds, in addition
to any fees and expenses the Trustee may charge and collect for services rendered pursuant to the Resolution);

(ix) Investment agreements, including guaranteed investment contracts, forward purchase agreements
and reserve fund put agreements rated, or with any financial institution or corporation whose senior long-term debt
obligations are rated, or guaranteed by a financial institution whose senior long-term debt obligations are rated, at
the time such agreement or contract is entered into, in one of the two highest long-term rating categories by Fitch (if
rated by Fitch), Moody’s and S&P if the Authority has an option to terminate such agreement in the event that either
such rating is downgraded below AA- by Fitch (if rated by Fitch), Aa3 by Moody’s or AA- by S&P, or if not so
rated, then collateralized by securities described in clause (i) or (ii) above with any registered broker/dealer or with
any domestic commercial bank whose long-term debt obligations are rated “investment grade by each of Fitch (if
rated by Fitch), S&P and Moody’s, provided that (1) a specific written agreement governs the transaction, (2) the
securities are held, free and clear of any lien, by the Trustee or an independent third party acting solely as agent for
the Trustee, and such third party is (a) a Federal Reserve Bank or (b) a member of the Federal Deposit Insurance
Corporation that has combined surplus and undivided profits of not less than $25 million, and the Trustee shall have
received written confirmation from such third party that it holds such securities, free and clear of any lien, as agent
for the Trustee, (3) the agreement has a term of thirty days or less, or the collateral securities are to be valued on
behalf of the Authority no less frequently than monthly and the Trustee notified in writing of the results thereunder
and if any deficiency in the required collateral percentage is not restored within five Business Days of such
valuation, the Trustee is to liquidate the collateral securities and (4) the fair market value of the collateral securities
in relation to the amount of the obligation, including principal and interest, is equal to at least 104% or, if the
collateral securities are described n (ii) above, at least 105%; and

(x) Other obligations, securities, agreements or contracts that are non-callable and that are acceptable
to the provider of the Credit Facility, if any;

provided, however, that no Authorized Investment may (a) except for Defeasance Obligations, evidence the
right to receive only interest with respect to the obligations underlying such instrument or (b) be purchased at a price
greater than par if such instrument may be prepaid or called at a price less than its purchase price prior to its stated
maturity.

“Available Revenues” means the Revenues;

“Bond” or “Bonds” means any of the bonds of the Authority authenticated and delivered under and pursuant to the
General Resolution or a Series Resolution;

“Bond Series Certificate” means a certificate of the Authority fixing terms, conditions and other details of Bonds of
an applicable Series in accordance with the delegation of power to do so, if any, under the General Resolution or any Series
Resolution.

“Capital Improvement” means all new or additional property, real, personal and mixed (including separate and
distinct plants, systems and properties), and permanent extensions, improvements, betterments, renewals and replacements to
or otherwise included within or part of the Water System, both real, personal and mixed (including equipment and
appliances) acquired or constructed by or on behalf of the Authority;

“Code” means the Internal Revenue Code of 1986 and the regulations of the Department of the Treasury
promulgated thereunder as well as on the applicable regulations promulgated under the Internal Revenue Code of 1954, as
amended,;

“Costs” or “Cost of Construction”, when used with reference to a Capital Improvement, means the erection,
building, alteration, improvement, increase, enlargement, extension, reconstruction, renovation or rehabilitation of the Water
System or a part thereof, the inspection and supervision thereof, the engineering, architectural, legal, fiscal, economic and
environmental investigations and studies, surveys, designs, plans, working drawings, specifications, procedures and other
actions incidental thereto; the cost of the acquisition of all property; the cost of demolishing, removing or relocating any
buildings or structures on lands so acquired, including the cost of acquiring any lands to which such buildings or structures
may be moved or relocated; the cost of all systems, facilities, machinery, apparatus and equipment, financing charges,
interest prior to, during and after construction to the extent not paid or provided for from revenues or other sources; the cost
of engineering and architectural surveys, plans and specifications; the cost of consultants' and legal services; the cost of lease
guarantee or bond insurance, other expenses necessary, reasonably related or incidental to the construction of a Capital
Improvement and the financing of the construction thereof, including the cost of credit facilities, the amounts authorized in
the General Resolution to be paid into any reserve or other special fund from the proceeds of Bonds and the financing of the
placing of any Capital Improvement in operation, including reimbursement to any municipality, state agency, the State, the

20



United States of America, or any other person for expenditures that would be costs of such Capital Improvement hereunder
and all claims arising from any of the foregoing;

“Debt Service” means, for any period, as of any date of calculation and with respect to any Series in an amount
equal to the sum of (i) interest accruing during such period on such Series of Bonds, except to the extent that such interest is
to be paid from Bond proceeds deposited in the Bond Fund and (ii) that portion of each Principal Installment for such Series
deemed to accrue daily in equal amounts from a date one year (or such lesser period as shall be appropriate if Principal
Installments shall become due more frequently than annually) prior to its due date, or from the date of issuance of the Bonds
of such Series, whichever is later, such interest and Principal Installments to be calculated on the assumption that Bonds of
such Series Outstanding at the date of calculation will cease to be Outstanding by reason, but only by reason of the payment
of each Principal Installment on its due date;

“Defeasance Obligations” means:

(1 Non-callable direct obligations of the United States of America, non-callable and non-prepayable
direct federal agency obligations the timely payment of principal and interest on which are fully and unconditionally
guaranteed by the United States of America, non-callable direct obligations of the United States of America which
have been stripped by the United States Treasury itself or by any Federal Reserve Bank (not including “CATS,”
“TIGRS” and “TRS” unless the Authority obtains Rating Confirmation with respect thereto) and the interest
components of REFCORP bonds for which the underlying bond is non-callable (or non-callable before the due date
of such interest component) for which separation of principal and interest is made by request to the Federal Reserve
Bank of New York in book-entry form, and shall exclude investments in mutual funds and unit investment trusts;

(i) Non-callable obligations timely maturing and bearing interest (but only to the extent that the full
faith and credit of the United States of America are pledged to the timely payment thereof;

(iii) Bonds or other obligations of any state of the United States of America or of any agency,
instrumentality or local governmental unit of any such state (a) which are not callable at the option of the obligor or
otherwise prior to maturity or as to which irrevocable notice has been given by the obligor to call such bonds or
obligations on the date specified in the notice, (b) timely payment of which is fully secured by a fund consisting only
of cash or obligations of the character described in clause (i) or (ii) which fund may be applied only to the payment
when due of such bonds or other obligations, and (c) which are rated AAA by Fitch (if rated by Fitch), AAA by
S&P and Aaa by Moody'’s;

“Estimated Aggregate Debt Service” means for any calendar year and as of any date of calculation, the sum of the
amounts of Debt Service for such year with respect to all Series of Bonds then Outstanding; provided, however, that in
computing such Estimated Aggregate Debt Service, any Variable Interest Rate Bonds shall be deemed to bear at all times, to
the maturity date hereof, the Estimated Average Interest Rate applicable thereto;

“Estimated Average Interest Rate” means with respect to any Variable Interest Rate Bonds the interest rate borne by
Bonds of like maturity and equal credit rating, as estimated by the Authority on the date of authorization of such Bonds;

“Fiduciary” means the Trustee, any Depositary, the Bond Registrar, any Authenticating Agent and any Paying
Agent, or any or all of them as may be appropriate;

“General Resolution” means the General Water System Revenue Bond Resolution of the Authority adopted March
14, 2001, as from time to time amended and supplemented;

“Net Revenue Requirement” means, with respect to any period of time, an amount equal to the greater of (i) the
sum of the Aggregate Debt Service and the Required Deposits for such period, or (ii) 1.25 times the Aggregate Debt Service
for such period,;

“Net Revenues” means, for any period of time, the Available Revenues during such period less all Operating
Expenses for such period,;

“Qperating Expenses” means the Authority's expenses for operation and maintenance of the Water System and shall
include administrative expenses, insurance premiums, legal and engineering expenses, any payments to pension, retirement,
group life insurance, health and hospitalization funds or other employee benefit funds, refunds of customers' deposits, interest
on customers' deposits and any other expenses required to be paid by the Authority under the provisions of the Resolution or
by law or permitted by standard practices for public utility systems similar to the property and business of the Authority and
applicable in the circumstances, and the expenses, liabilities and compensation of the Trustee and Paying Agent required to
be paid under the Resolution, all to the extent properly attributable to the Water System including payment of taxes or other
governmental charges required by law, if any;
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“Option Bonds” means Bonds which by their terms may be tendered by and at the option of the holder thereof for
purchase from the holder prior to the stated maturity thereof, or the maturities of which may be extended by and at the option
of the holder thereof;

“Quitstanding”, means (a) when used with reference to Subordinate Obligations, “Outstanding” as such term is
defined in the resolution, indenture or other instrument of the Authority authorizing the issuance of such Subordinate
Obligations or not otherwise paid or deemed to be paid in accordance with the terms of such Subordinate Obligations; and (b)
when used with reference to Bonds (or a Series of Bonds), as of any date, all Bonds (or all Bonds of such Series), theretofore
or thereupon being authenticated and delivered under the General Resolution; except:

Q) Any Bonds, cancelled by the Trustee, at or prior to such date;

(2) Bonds (or portions of Bonds), for payment or redemption of which moneys, equal to the principal
amount or Redemption Price thereof, as the case may be, with accrued interest to the date of maturity or redemption
date, shall be held in trust under the General Resolution and set aside for such payment or redemption (whether at or
prior to the maturity or redemption date); provided that if such Bonds (or portions of Bonds), are to be redeemed,
notice of such redemption shall have been given as provided in the General Resolution or provision satisfactory to
the Trustee shall have been made for the giving of such notice;

3) Bonds, in lieu of or in substitution for which other Bonds shall have been authenticated and
delivered pursuant to Sections 3.04, 3.05, 3.07, 3.08, 4.06 or 12.06 of the General Resolution;

4) Bonds deemed to have been paid as provided in subsection (b) of Section 15.01 of the General
Resolution; and

(5) Option Bonds deemed tendered in accordance with the provision of the Series Resolution
authorizing such Bonds on the applicable adjustment or conversion date, if interest thereon shall have been paid
through such applicable date and the purchase price thereof shall have been paid or amounts are available for such
payment as provided in such Series Resolution;

“Principal Installment” means, as of any particular date of calculation and with respect to any Series, an amount of
money equal to (i) the principal amount of Bonds of such Series Outstanding which mature on a single future date, for which
no Sinking Fund Installments have been established, or (ii) the unsatisfied balance (determined as provided in Section 5.04 of
the General Resolution) of the Resolution of any Sinking Fund Instaliments due on a certain future date for Bonds of such
Series Qutstanding, plus the sinking fund redemption premiums, if any, which may be applicable upon redemption of such
Bonds on such future date or (iii) if such future date coincides as to different Bonds of such Series, the sum of such principal
amount of Bonds and of such unsatisfied balance of Sinking Fund Installments due on such future date plus such applicable
redemption premiums, if any;

“Redemption Price” means, with respect to any Bond, the principal amount thereof plus the applicable premium, if
any, payable upon redemption thereof pursuant to such Bond or the General Resolution and, unless the context indicates to
the contrary, includes the Sinking Fund Redemption Price;

“Renewal and Replacement Fund” means the fund so designated which is created and established by Section 5.02
of the General Resolution;

“Required Deposits” means, for any period of time, (i) amounts payable into the Bond Reserve Fund, the
Subordinated Obligation Fund and the Renewal and Replacement Fund, in accordance with the General Resolution and (ii)
amounts required to be included in the Annual Budget in accordance with subsection (e) of Section 7.10 of the General
Resolution;

“Reserve Requirement” means with respect to any Series of Bonds (other than the 2001 Series A Bonds) the amount
required to be deposited and maintained in the Bond Reserve Fund as set forth in the Series Resolution authorizing such
Series of Bonds;

“Resolution” means the General Resolution as from time to time amended and supplemented.

“Revenues” means all revenues, rates, fees, charges, rents and other income and receipts, in each case derived by or
for the account of the Authority from the operation and ownership of the Water System;

“Series” means all Bonds authenticated and delivered on original issuance and identified pursuant to the Series
Resolution authorizing such Bonds as a separate Series of Bonds;

“Series Resolution” means a resolution of the Authority authorizing the issuance of a Series of Bonds and adopted
by the Authority pursuant to Article X of the General Resolution;
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“Subordinate Obligation Requirement” means with respect to any period of time, the amount required to be
deposited into the Subordinate Obligation Fund pursuant to the resolutions, indentures or other instruments of the Authority
adopted by the Authority in accordance with section 5.09 of the General Resolution and providing for all payments with
respect to Subordinate Obligations;

“Variable Interest Rate” shall mean a variable interest rate to be borne by a Series of Bonds or any one or more
maturities within a Series of Bonds. The method of computing such variable interest rate shall be specified in the Series
Resolution authorizing such Series of Bonds; provided that, such Variable Interest Rate shall be subject to a Maximum
Interest Rate and may be subject to a Minimum Interest Rate and that there may be an initial rate specified, in each case as
provided in such Series Resolution; and

“Water System” means the source of water supply and the water supply and distribution system of the Authority,
including the plants, works, instrumentalities or parts thereof and appurtenances thereto, lands, easements, rights in lands and
water rights, rights of way, contract rights, franchises, approaches, connections, dams, reservoirs, water mains and pipe lines,
pumping stations and equipment, and any other property, real, personal, or mixed, incidental to and included in such source
of supply and such system or parts thereof, and any improvements, extensions and betterments, now or hereafter constructed,
acquired or made by the Authority.

Resolution to Constitute Contract (Section 1.04)

The provisions of the Resolution constitute a contract of the Authority with the holders of the Bonds and are deemed
to be and constitutes a contract between the Authority and the holders from time to time of the Bonds. The pledge made in
the Resolution and the covenants and agreements to be performed on behalf of the Authority are for the equal benefit,
protection and security of the holders of any and all of said Bonds. All of the Bonds, regardless of the time or times of their
authentication and delivery or maturity, shall be of equal rank without preference, priority or distinction of any of the Bonds
over any other thereof except as expressly provided in or permitted by the Resolution.

Authorization of Bonds (Section 2.01)

The aggregate principal amount of the Bonds which may be executed, authenticated and delivered under the
Resolution is not limited except as may be limited by law.

The issuance of Bonds of a Series shall be authorized pursuant to a Series Resolution adopted pursuant to the
General Resolution. Each Series Resolution shall, subject to the express limitations of the General Resolution, specify (i) the
authorized principal amount of such Series; (ii) the purpose or purposes for which such Series is being issued, which shall be
to finance the cost of Capital Improvements or completion of Capital Improvements, provide additional funds for deposit to
the Reserve Fund or refund Bonds or Subordinate Obligations; (iii) the date, maturity dates and amounts of each maturity, the
Sinking Fund Installment payment dates, if any, the amount of each Sinking Fund Installment, if applicable, and the first and
all subsequent interest payment dates of the Bonds of such Series or the manner of determining the same; (iv) the interest rate
or rates of the Bonds of such Series or the manner of determining such rate or rates and the interest payment dates therefor,
and in the case of Variable Interest Rate Bonds, the Maximum Interest Rate for such Bonds, and the provisions, if any, as to
the calculation or change of Variable Interest Rates; (v) the authorized denomination or denominations of and the manner of
dating, numbering and lettering the Bonds of such Series, provided, that all such Bonds shall be in denominations of $5,000
or any integral multiple thereof; (vi) the Redemption Price or Redemption Prices, if any, and the redemption terms, if any, of
the Bonds of such Series and the place or places of payment of the principal or Redemption Price, if any, of and interest on
the Bonds of such Series; (vii) direction for the application and disbursement of the proceeds of the Bonds of such Series,
(viii) provisions for the sale of the Bonds of such Series; (ix) a description of the Capital Improvement, if any, to be financed
or refinanced by the Bonds of such Series; (x) the form of the Bonds of such Series and the form of the Trustee's certificate of
authentication, which forms shall be, respectively, substantially in the forms set forth in the Resolution, with such variations,
omissions and insertions as are required or permitted by the Resolution; (xi) with regard to Option Bonds, provisions
regarding tender and payment thereof; and (xii) any other provisions deemed advisable by the Authority, in lieu of or in
substitution for the provisions of the Resolution, which may include variations of the form of Bonds to be issued under the
Series Resolution and such modifications as may be necessary to provide for the issuance of Bonds without certificates and
evidenced in book entry form.

All the Bonds of each Series of like maturity shall be identical in all respects, except as to denominations, numbers

and letters. After the original issuance of Bonds of any Series, no Bonds of such Series shall be issued except in lieu of or in
substitution for other Bonds of such Series pursuant to the Resolution.
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Refunding Bonds (Section 2.07)

One or more Series of Refunding Bonds may be issued at any time (i) to refund Outstanding Bonds of one or more
Series, or (ii) to refund one or more maturities within a Series or any Bonds of one or more maturities within one or more
Series, or (iii) to refund any Outstanding Subordinate Obligations. Refunding Bonds shall be issued in a principal amount
sufficient, together with other moneys available therefor, to accomplish such refunding and to make the deposits in the Funds
and Accounts under the Resolution required by the Provisions of the Series Resolution authorizing such Bonds. Refunding
Bonds may be issued for the purpose described in clause (iii) above if the Authority meets the test described in Section 2.06
of the General Resolution. Refunding Bonds may be issued for any of the purposes described in clauses (i) and (ii) above if
the sum of Estimated Aggregate Debt Service after giving effect to the issuance of such Refunding Bonds does not exceed
Estimated Aggregate Debt Service immediately prior to the date of authentication and delivery of such Refunding Bonds by
5%.

Refunding Bonds of each Series shall be authenticated and delivered by the Trustee only upon receipt by the Trustee
(in addition to the documents required by Section 2.02 of the General Resolution) of:

Q) Instructions to the Trustee, satisfactory to it, to give due notice or redemption, if applicable, of all
the Bonds to be refunded on a redemption date or dates specified in such instructions, subject to certain provisions
of Section 15.1 of the General Resolution;

2 If the Bonds to be refunded are not by their terms subject to the redemption or will not be
redeemed within the next succeeding 60 days, instructions to the Trustee, satisfactory to it, to mail the notice
provided for in Section 15.1 of the General Resolution to the holders of the Bonds being refunded; and

3) Either (i) moneys in an amount sufficient, as provided in the General Resolution, to effect
payment at the applicable Redemption Price of the Bonds to be refunded, together with accrued interest on such
Bonds to the redemption date, which moneys shall be held by the Trustee or any one or more of the Paying Agents
in a separate account irrevocably in trust for the benefit of and assigned to the respective holders of the Bonds to be
refunded, or (ii) Defeasance Obligations and any moneys, in such principal amounts, of such maturities, bearing
such interest, and otherwise having such terms and qualifications, as shall be necessary to comply with the
provisions of subsection (b) of Section 15.01 of the General Resolution, which Defeasance Obligations and moneys
shall be held in trust and used only as provided in said subsection (b).

4) Such further documents and moneys as are required by the provisions of any Series Resolution
adopted pursuant to Article X of the General Resolution.

The proceeds, including accrued interest, of the Refunding Bonds of each Series shall be applied, simultaneously
with the delivery of such Bonds, for the purposes of making deposits in such Funds and Accounts under the General
Resolution as shall be provided by the Series Resolution authorizing such Series of Refunding Bonds and shall be applied to
the refunding purposes thereof in the manner provided in said Series Resolution.

Form of Bonds, Exchange and Registration (Sections 3.01, 3.04 and 3.05)

The Bonds of each Series shall be issued only in fully registered form without coupons unless otherwise authorized
by a Series Resolution. The Bonds of each Series shall be substantially in the form set forth in the General Resolution or as
may be otherwise provided in the Series Resolution authorizing such Series. Any Series Resolution may contain such
additional provisions regarding registration, discharge and transfer of Bonds of such Series as are not inconsistent with the
Resolution.

The Bonds shall be payable, with respect to interest, principal and Redemption Price, in any coin or currency of the
United States which at the time of payment is legal tender for the payment of public and private debts. The principal and
Redemption Price of any Bond shall be payable upon surrender thereof at such offices as provided for in the applicable Series
Resolution. Interest on any Bond shall be payable by check or draft mailed to the holder of such Bond, unless some other
method of payment shall be provided in the applicable Series Resolution, in whose name that Bond is registered at the close
of business on the Record Date for such interest.

Unless otherwise provided in a Series Resolution in respect of any Series of Bonds, the holder of any Bond or Bonds
of one or more denominations shall have the right to exchange such Bond or Bonds for a new Bond or Bonds of any
denomination of the same aggregate principal amount, Series and maturity as the surrendered Bond or Bonds. Such Bond or
Bonds shall be exchanged for a new Bond or Bonds upon the request of the holder thereof in person or by his attorney duly
authorized in writing, upon surrender of such Bond or Bonds at the principal office of the Bond Registrar together with a
written instrument of transfer satisfactory to the Bond Registrar, duly executed by the registered owner or his attorney duly
authorized in writing and upon payment of any charges which the Bond Registrar may make as provided in the Resolution.
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The Bond Registrar in respect of each Series of Bonds shall act as registrar and transfer agent for all Bonds of such
Series. The Authority shall cause to be kept at an office of the Bond Registrar for a Series of Bonds a Bond Register in
which, subject to such reasonable regulations as it may prescribe, the Authority shall provide for the registration of the Bonds
of such Series and for the registration of transfers of such Bonds. The Authority shall cause the Bond Registrar to designate,
by a written notification to the Trustee, a specific office location (which may be changed from time to time, upon similar
notification) at which the Bond Register is kept.

The Pledge Effected by the Resolution (Section 5.01)

Under the Resolution there are pledged for the payment of the principal or Redemption Price of, and interest on the
Bonds in accordance with their terms and the provisions of the Resolution, subject only to the provisions of the Resolution
permitting the application thereof for the purposes and on the terms and conditions set forth in the Resolution, (i) the
proceeds of sale of the Bonds, (ii) all Net Revenues and (iii) all Funds, other than the Subordinate Obligation Fund and the
Rebate Fund, each established by the Resolution. Such proceeds of the sale of the Bonds, the Net Revenues and the other
moneys and securities thereby pledged shall immediately be subject to the lien of the pledge without any physical delivery or
further act, and the lien of the pledge shall be valid and binding 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.

Establishment of Funds (Section 5.02)

The General Resolution creates the following funds:

Funds to be Held by the Authority
@ General Revenue Fund
(b) Renewal and Replacement Fund
(c) General Authority Fund
(d) Subordinate Obligation Fund
(e) Construction Fund

Funds to be Held by the Trustee
@ Bond Fund
(b) Bond Reserve Fund
(© Rebate Fund

Disposition of Revenues (Section 5.03)

From and after the time of delivery by the Trustee of the first Bond authenticated and delivered under the
Resolution, all Available Revenues shall be collected by the Authority and deposited, as soon as practicable, into and credited
to the General Revenue Fund.

The Authority shall promptly deposit all Available Revenue, upon receipt thereof, to the credit of the General
Revenue Fund. Promptly after each such deposit to the General Revenue Fund, the Authority shall (a) pay Operating
Expenses out of the General Revenue Fund, and retain in the General Revenue Fund reasonable and necessary amounts for
working capital and reserves not to exceed 20% of the amount appropriated for Operating Expenses by the Operating Budget,
and (b) apply or transfer to the Trustee or any Depositary, as the case may be, on the 20th day of each month the balance of
moneys in the General Revenue Fund in accordance with a certificate of an Authorized Officer of the Authority, specifying
the deposits to be made, in the following order of priority:

(1) To the Bond Fund, if and to the extent required so that the balance in the Bond Fund shall equal
the Accrued Debt Service for all Bonds Outstanding on said date;

2 To the Bond Reserve Fund, if and to the extent required so that the balance in said Fund shall
equal the Reserve Requirement for all Bonds Outstanding on said date (and to the provider of any surety bond or an
insurance policy for the benefit of the holders of Bonds or a letter of credit or other form of guarantee therefor, any
amount disbursed thereunder);

3) To the Renewal and Replacement Fund, a sum equal to one-twelfth of the amount provided in the
Annual Budget of the Authority to be deposited in said Fund during the then current calendar year, provided that if
any such monthly allocation to the Renewal and Replacement Fund shall be less than the required amount, the
amount of the next succeeding monthly payment shall be increased by the amount of such deficiency;

4 To the Subordinate Obligation Fund, the amount, if any, equal to all Subordinate Obligation
Requirements theretofor accrued and unpaid and not met from any other source and to accrue and become payable
during the succeeding calendar month and not met from any other source;

(5) To the General Authority Fund, any remaining balance of such moneys withdrawn from the
General Revenue Fund.

25



Subordinate Obligations (Section 5.08)

The Authority may, at any time or from time to time, issue evidences of indebtedness payable out of, and which may
be secured by a pledge of, such amounts in the Subordinate Obligation Fund or the General Authority Fund as may from time
to time be available for the purpose of payment thereof. The Authority may, by resolution, provide for various priorities in
the liens and pledges securing Subordinate Obligations, and nothing in the Resolution shall be construed so as to require that
the payment of, or pledges securing, Subordinate Obligations be on parity.

The Authority may also, at any time or from time to time, issue Subordinate Obligations to refund any Subordinate
Obligations issued as provided in the Resolution or to refund Outstanding Bonds of one or more Series or one or more
maturities within a Series. Such Subordinate Obligations issued for refunding purposes may be payable out of, and may be
secured by a pledge of, such amounts in the Subordinate Obligation Fund or General Authority Fund as may from time to
time be available therefor.

Any issue of Subordinate Obligations may have such rank or priority with respect to any other issue as may be
provided in the resolution, indenture or other instrument securing such issue of Subordinate Obligations and may contain
such other provisions as are not in conflict with the provisions of the Resolution.

Valuation of Funds and Accounts (Section 5.11)

The Trustee shall, as of the close of business on the last day of each month, compute in the manner set forth in the
General Resolution the value of the moneys and Authorized Investments in the Bond Fund and the Bond Reserve Fund and
shall as promptly as practicable thereafter notify the Authority as to the result of such computation and the amount of
deficiency or surplus in such Fund or Account as of such date.

The Depositary shall, as of the close of business on the last day of each month, compute in the manner set forth in
Section 6.04 of the General Resolution the value of the moneys and Authorized Investments in the Renewal and Replacement
Fund, the General Authority Fund and the Subordinate Obligation Fund, and shall as promptly as practicable thereafter notify
the Authority as to the result of such computation and the amount of any deficiency or surplus in such Funds as of such date.

Rebate Fund (Section 5.12)

@ The Authority shall deposit or cause to be deposited the Rebate Requirement (as defined in the Rebate
Agreement) into the Rebate Fund at the times and in the manner set forth in the Rebate Agreement.

(b) The Authority and the Trustee agree that there shall be rebated to the Internal Revenue Service (or such
other agency of the United States as may be prescribed pursuant to Section 148(f) of the Code) all moneys held in the Rebate
Fund and required to be rebated in accordance with the Rebate Agreement.

Investment of Funds (Sections 6.01 through 6.03, 5.05)

All moneys held by the Trustee under the Resolution shall be deposited with the Trustee or with one or more
Depositaries in trust for the Trustee. All moneys held by the Authority under the Resolution shall be deposited with one or
more Depositaries in the name of the Authority.

All moneys held by any Depositary may be placed in demand or interest bearing time deposits, as directed by the
Authority, provided that such deposits shall permit the moneys so held to be available for use when needed.

All moneys held by the Trustee or any Depositary shall be continuously and fully insured, or to the extent not
insured secured for the benefit of the Authority and the Bondholders, either (a) by lodging with the Trustee as collateral
security, Defeasance Obligations having a market value (exclusive of accrued interest) not less than the amount of such
moneys, or (b) in such other manner as may then be required by applicable Federal or state laws and regulations to provide
security for the deposit of trust funds or to grant a preference to the depositor thereof; provided, however, that it shall not be
necessary for the Fiduciaries to give security for the deposit of any moneys with them held in trust and set aside by them for
the payment of the principal or Redemption Price of or interest on any Bonds, or for the Trustee or any Depositary to give
security for any moneys which shall be represented by obligations or certificates of deposit purchased as an investment of
such moneys.

26



Moneys held in the Bond Fund and the Bond Reserve Fund shall be invested and reinvested by the Trustee to the
fullest extent practicable in Authorized Investments which mature no later than necessary to provide moneys when needed for
payments to be made from such Funds, but no moneys in the Bond Reserve Fund shall be invested in any Authorized
Investment maturing later than the final maturity date of the applicable Series of Bonds. Moneys in the General Revenue
Fund and the General Authority Fund may be invested and reinvested by the Authority in Authorized Investments which
mature not later than such times as shall be necessary to provide moneys when needed for payments to be made from such
Fund. Moneys in the General Authority Fund may be invested by the Authority in Authorized Investments which mature
within three years from the date of purchase thereof, but no later than necessary to provide moneys when needed for
payments from such Fund. Amounts in the Renewal and Replacement Fund may be invested by the Authority in Authorized
Investments which mature no later than necessary to provide moneys when needed for payments from such Fund, but in no
event later than two years from the date of purchase thereof. The Authority may however specifically direct the investment,
subject to the provisions of the Resolution, of any or all moneys in such Funds and if it does so direct, the Trustee or
Depositary shall forthwith comply with such direction.

Whenever the amounts on deposit in the Bond Reserve Fund shall exceed the Reserve Requirement, the amounts of
such excess shall be paid by the Trustee into the General Revenue Fund. Net interest earned or gain realized on any moneys
or investments in all other Funds and Accounts shall be retained therein and applied as provided in Section 5.05 of the
General Resolution.

Notwithstanding anything in the Resolution to the contrary, investments in all Funds and Accounts shall be subject
to the provisions of Section 5.12 of the General Resolution.

Indebtedness and Liens (Section 7.08)

So long as the Bonds of any Series shall be Outstanding, the Authority shall not issue any bonds or other evidences
of indebtedness, other than the Bonds and Subordinated Obligations, which are payable from or secured by a pledge of the
Revenues or of the moneys, securities or funds held or set aside by the Authority or by the Trustee under the Resolution, and
shall not create or cause to be created any lien or charge on the available Revenues or such moneys, securities or funds
ranking prior to or on a parity with the lien and pledge created by the Resolution and with any applicable Series Resolution;
provided, however, that nothing contained in the Resolution shall prevent the Authority from entering into or issuing (i)
evidences of Indebtedness payable from, or secured by the pledge of Available Revenues to be derived on and after such date
as the pledge of Net Revenues provided in the Resolution shall be discharged and satisfied as provided in Section 15.01 of
the General Resolutino, or (ii) all such indebtedness and any pledge securing the same as shall be, and shall be expressed to
be, subordinate in all respects to the Bonds and the pledge created by the Resolution.

Annual Budget (Section 7.10)

The Authority covenants as follows:

@ Not less than forty (40) days before the beginning of any calendar year the Authority shall prepare
and file with the Trustee a preliminary budget of Operating Expenses and reserves therefor for the ensuing year.
The Authority shall comply with any reasonable request of the Trustee as to the classifications in which such budget
shall be prepared, particularly with respect to the divisions into which such budget shall be divided. Each such
budget and each Annual Budget shall include, in addition to appropriations for all anticipated Operating Expenses
and reserves therefor, provision for Renewal and Replacement Payments in at least the amount required by
subsection (e) of this Section. Such preliminary budget and any Annual Budget may set forth such additional
material as the Authority may determine and shall contain a certificate of the Consulting Engineers approving such
preliminary budget or such Annual Budget, as the case may be.

(b) Except as provided in subsection (d), on or before the 15th day of each such calendar year, the
Authority shall finally adopt the Annual Budget for such year. The Authority may at any time adopt an amended
Annual Budget for the remainder of the then current calendar year. Copies of the Annual Budget and any of
amended Annual Budget shall be promptly filed with the Trustee, for inspection by Bondholders.

(© If in any amended Annual Budget for any calendar year, the total Operating Expenses stated
exceed 110% of the Total Operating Expenses stated in the Annual Budget for such year as filed with the Trustee,
such amended Annual Budget shall not be effective or supersede any prior budget until the Authority shall have
prepared a report in reasonable detail as to the reasonableness and necessity thereof, and filed copies of such report
with the Trustee.

(d) If for any reason the Authority shall not have adopted the Annual Budget before the 15th day of
any calendar year, the budget for the preceding calendar year shall be deemed to be in effect for such calendar year
until the Annual Budget for such year is adopted. For any purpose of computation, the budget for the preceding year
shall be deemed to have been adopted for any calendar year until the Annual Budget for such year shall be adopted
and a copy thereof filed with the Trustee.
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(e Every preliminary budget, Annual Budget and amended Annual Budget shall be accompanied by a
report of the Consulting Engineers setting forth in reasonable detail amounts required for major restoration, repair,
replacement or reconstruction of the Water System and major or extraordinary repairs, renewals or replacements of
the Water System for the period to be covered by such budget and projecting the amounts required for such purposes
for the next five calendar years. A copy of each such report shall be filed and maintained in the records of the
Authority and the Trustee. No preliminary budget, Annual Budget or amended Annual Budget shall provide for
Renewal and Replacement Payments in amounts less than the amount specified in the said Consulting Engineers’
report as required for the aforesaid purposes for the period to be covered by such budget.

Limitations on Operating Expenses (Section 7.12)

The Authority shall not pay Operating Expenses in any year in excess of the reasonable and necessary amount
thereof, and shall not expend any amount for Operating Expenses for such year in excess of the amounts provided therefor in
the Annual Budget as originally adopted or as amended. Nothing in this Section contained shall limit the amount which the
Authority may expend for Operating Expenses in any year provided any amounts expended therefor in excess of such Annual
Budget shall be received by the Authority from a source other than Revenues and the Authority shall not make or receive any
reimbursement therefor out of Revenues.

Operation and Maintenance of the Water System (Section 7.13)

The Authority shall at all times operate or cause to be operated the Water System properly and in a sound and
economical manner and shall maintain, preserve, reconstruct and keep the same or cause the same to be so maintained,
preserved, reconstructed and kept, with the appurtenances and every part and parcel thereof, in good repair, working order
and condition, and shall from time to time make, or cause to be made, all necessary and proper repairs, replacements and
renewals so that at all times the operation of the Water System may be properly and advantageously conducted.

Rates and Charges (Section 7.14)

The Authority shall at all times fix, charge and collect reasonable rates and other charges for each class of service
rendered and facilities furnished by the Water System at rates not less than those set forth in any schedule of rates and other
charges then in effect and will from time to time amend or adjust such rates so that the revenues of the Water System shall
always be sufficient to provide for the payment of interest upon and the principal of the Outstanding Bonds, as and when the
same become due and payable; to maintain the funds and accounts established in the Resolution; to provide for the payment
of expenses of administration and operation and maintenance of the Water System which may be necessary to preserve the
same in good repair and working order; and to provide funds for the construction of such improvements, additions and
extensions to the Water System as may be necessary or desirable.

Without limiting the generality of the foregoing, the Authority shall at all times fix, charge and collect such rates and
other charges as shall be required in order that in each year Net Revenues shall at least equal the Net Revenue Requirement
for each year.

The Authority shall review the adequacy of fees, rates and charges at least annually. If such annual review indicates
that the rates, fees and charges are, or will be, insufficient to meet the requirements of subparagraphs (a) and (b) of this
Section, the Authority shall promptly take the necessary action to cure or avoid any such deficiency.

The Authority shall shut off water service to any user for non-payment of water bills and charges after said bills and
charges are delinquent for a period of sixty (60) days.

The Authority shall not furnish free service to any person, firm, association, corporation (whether municipal or
private), political subdivision or public or governmental agency, provided, however, that the continuation of a free service
required by contract or franchise validly in force on March 28, 2001 (the date of issue of the 2001 Series A Bonds) shall not
be deemed a breach of this covenant.

Any service rendered or facility furnished by the Authority to any person, firm, association, corporation (whether
municipal or private), political subdivision or public or governmental agency shall be charged at the same rate and in the
same manner as any other consumer, within the same classification, is or would be charged for a similar service or facility,
provided, however, that the continuation of a service or facility at a rate or in a manner required by a contract or franchise
validly in force on the date of issue of the 2001 Series A Bonds shall not be deemed a breach of this covenant.

The failure in any calendar year to comply with the covenant in the second paragraph of this Section shall not
constitute an Event of Default if the Authority takes timely action pursuant to the third paragraph of this Section.
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Insurance and Reconstruction (Section 7.15 and 7.16)

The Authority shall at all times maintain to the extent reasonably obtainable, the following kinds and the following
amounts of insurance, with such variations as shall reasonably be required to conform to applicable standards or customary
insurance practice and subject to such exceptions and permissible deductions as are ordinarily required:

Q) Multi-risk insurance on the facilities of the Water System which are of an insurable nature and of
the character usually insured by utilities operating similar facilities, covering direct physical loss or damage thereto
from causes customarily insured against, in such amounts as the Consulting Engineers certify to be necessary or
advisable to provide against such loss or damage and to protect the interests of the Authority and the Bondholders;

2 Use and occupancy insurance covering loss of Revenues by reason of necessary interruption, total
or partial, in the use of the Water System due to loss or damage of any part thereof on which the Authority maintains
such multi-risk insurance, in such amounts as the Consulting Engineers certify will provide income during the
period of interruption equal to the amount of the loss of Net Revenues, computed on the basis of Net Revenues for
the corresponding period during the preceding calendar year, attributable to such loss or damage;

3) Public liability insurance covering injuries to persons and property in such amount as the
Consulting Engineers certify as adequate to insure the Authority against claims arising out of the construction,
maintenance, reconstruction or operation of the facilities of the Water System;

4) During the construction or reconstruction of any portion of the facilities of the Water System, such
insurance as is customarily carried by others with respect to similar structures used for similar purposes, provided
that the Authority shall not be required to maintain any such insurance to the extent that such insurance is carried for
the benefit of the Authority by contractors; and

(5) Any additional or other insurance required by law or which the Consulting Engineers certify is
necessary or advisable to protect the interest of the Authority and the Bondholders.

Any such insurance shall be in the form of policies or contracts for insurance with insurers of good standing and
shall be payable to the Authority.

Certifications by the Consulting Engineers made pursuant to this Section shall be in writing and filed with the
Authority and the Trustee. The Authority shall file with the Trustee annually, within 100 days after the close of each
calendar year, a certificate of an Authorized Officer (i) describing in reasonable detail the insurance then in effect pursuant to
this Section and that the Authority has complied in all respects with the requirements of this Section, and (ii) stating whether
during such year any portion of the Water System has been damaged or destroyed, and, if so, the amount of insurance
proceeds covering such loss or damage and the Authority's reasonable and necessary costs of construction or replacement
thereof.

The proceeds of any water insurance paid on account of damage or destruction of any portion of the Water System,
and the proceeds of any use or occupancy insurance shall be applied as follows:

€)] If any useful portion of the Water System shall be damaged or destroyed, the Authority shall, as
expeditiously as possible, continuously and diligently prosecute the reconstruction or replacement thereof. The
proceeds of any insurance on account of such damage or destruction, other than use and occupancy insurance shall,
to the extent necessary, be applied to the cost of such reconstruction or replacement. The proceeds of any insurance
not so applied within 18 months after receipt shall be paid to the Trustee for deposit to the credit of the General
Revenue Fund.

(b) If the proceeds of insurance authorized by this Section to be applied to the reconstruction or
replacement of any portion of the Water System are insufficient for such purpose, the deficiency may be supplied
out of moneys in the Renewal and Replacement Fund to the extent, as shown by a certificate of the Consulting
Engineers filed with the Trustee, not needed to be reserved for the purposes of such Fund.

(©) The proceeds of insurance against physical loss of or damage to any Capital Improvement, or of
contractors’ performance bonds with respect to any Capital Improvement, received during the period of construction
thereof, shall be paid to the Authority and applied toward the payment of the costs of such Capital Improvement.

Accounts and Reports (Section 7.17)

The Authority shall keep proper books, records and accounts (separate from all other books, records and accounts)
in which complete and correct entries shall be made of its transactions relating to the Water System, the Funds established by
the Resolution, and which, together with all other books and papers of the Authority, including insurance policies, shall at all
times be subject to the inspection of the Trustee and the Holders of not less than 25% in principal amount of any Series of
Bonds then Outstanding or their representatives duly authorized in writing. The Authority further covenants that it will keep
an accurate record of the total cost of construction of the Water System, of the Available Revenues collected and of the
application of such Available Revenues.
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The Authority shall annually submit to the Governor, to the State Comptroller and to the State Legislature a detailed
report pursuant to the provisions of the Public Authorities Law.

Tax Covenants (Section 7.18)

The Authority shall not permit at any time or times any of the proceeds of the Bonds or any other funds of the
Authority to be used directly or indirectly to acquire any securities or obligations the acquisition of which would cause any
Bond to be an “arbitrage bond” as defined in Section 148 of the Code.

The Authority shall not permit at any time or times any proceeds of any Series of Bonds or any other funds of the
Authority to be used, directly or indirectly, in a manner which would result in the exclusion of the interest on any Bond from
the treatment afforded by Section 103 of the Code and shall refrain from taking any action which would result in the
exclusion of the interest of any Bond from the treatment afforded by Section 103 of the Code.

Anything contained in the two preceding paragraphs to the contrary notwithstanding, the Authority reserves the right
to issue one or more Series of Additional Bonds the interest on which is includable in the gross income of the recipient
thereof for Federal income tax purposes, provided that the issuance of such Series does not adversely affect the federal tax
exemption of the interest on any Series of Bonds, or any Subordinate Obligations.

Events of Default and Remedies (Sections 8.01 through 8.06)

If one or more of the following events (in the General Resolution called “Events of Default™) shall happen:

€)] With respect to the applicable Series of Bonds if a default shall occur in the due and punctual
payment of the principal or Redemption Price of any Bond of such Series, or the payment of the purchase price of
any Option Bonds when and as the same shall become due and payable, whether at maturity or by call for
redemption, or otherwise;

(b) With respect to the applicable Series of Bonds if a default shall occur in the due and punctual
payment of any installment of interest on any Bond of such Series;
© If a default shall occur in the performance or observance by the Authority of any other of the

covenants, agreements or conditions in the Resolution, the applicable Series Resolution or in the Bonds of any
Series contained, and such default shall continue for a period of 60 days after written notice thereof to the Authority
by the Trustee or to the Authority and to the Trustee by the Holders of not less than 25% in principal amount of the
Bonds of such Series Outstanding;

(d) If the Authority shall file a petition seeking a composition of indebtedness under the Federal
bankruptcy laws, or under any other applicable law or statute of the United States of America or of the State;
(e) If any part of the Water System shall be damaged or destroyed to the extent of impairing its

efficient operation and adversely affecting the Revenues and shall not be promptly repaired, replaced or
reconstructed (whether such failure promptly to repair, replace or reconstruct the same shall be due to the
impracticability of such repair, replacement or reconstruction or to lack of funds therefor or for any reason);

(j] If a judgment for the payment of money in excess of $500,000 shall be rendered against the
Authority as the result of the construction, improvement, ownership, control or operation of the Water System, and
any such judgment shall not be discharged within 90 days after the entry thereof, or an appeal shall not be taken
therefrom or from the order, decree or process upon which or pursuant to which such judgment shall have been
granted or entered, in such manner as to set aside or stay the execution of or levy under such judgment, or order,
decree or process or the enforcement thereof; or

(9) If an order or decree shall be entered, with the consent or acquiescence of the Authority,
appointing a receiver or receivers of the Water System, or any part thereof, of the rates or other revenues therefrom
in an amount in excess of $500,000; or if such order or decree entered without the consent or acquiescence of the
Authority shall not be vacated or discharged or stayed within 90 days after the entry thereof;

If an Event of Default shall happen and shall not have been remedied, then the Trustee may, and upon the written
request of the holders of not less than 25% of all Series of Bonds then Outstanding shall, proceed to enforce by such
proceedings at law or in equity as it deems most effectual the rights of Bondholders, and either the Trustee (by notice in
writing to the Authority), or the holders of not less than 25% in principal amount of the Bonds Outstanding (by notice in
writing to the Authority and the Trustee), may declare the principal of all the Bonds then Outstanding, and the interest
accrued thereon, to be due and payable immediately, and upon any such declaration the same shall become and be
immediately due and payable.
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The Authority covenants that if an Event of Default (as defined in the General Resolution) shall have happened and
shall not have been remedied, the books of record and account of the Authority and all other records related to the Water
System shall at all times be subject to the inspection and use of the Trustee and of its agents and attorneys, and the Authority,
upon demand of the Trustee, will account, as if it were the trustee of an express trust, for all Revenues and other moneys,
securities and funds pledged or held under the Resolution for such period as shall be stated in such demand, and upon
demand of the Trustee, the Authority shall pay over or cause to be paid over to the Trustee (i) forthwith, all moneys,
securities and funds then held by the Authority in any Fund or account under the Resolution, and (ii) all Revenues as
promptly as practicable after receipt thereof.

If and whenever all defaults under the Resolution or the Bonds shall be cured or secured to the satisfaction of the
Trustee or provision deemed by the Trustee to be adequate shall be made therefor, the Trustee shall pay over to the Authority
all moneys, securities, and funds then remaining unexpended in the hands of the Trustee (except moneys, securities, funds
deposited or pledged, or required by the terms of the Resolution to be deposited or pledged, with the Trustee), and thereupon
the Authority and the Trustee shall be restored, respectively, to their former positions and rights under the Resolution. No
such payment over to the Authority by the Trustee nor such restoration of the Authority and the Trustee to their former
positions and rights shall extend to or affect any subsequent default under the Resolution or impair any right consequent
thereon.

If an Event of Default shall happen and shall not have been remedied, then the Trustee, by its agents and attorneys,
may proceed, and upon written request of the holders of not less than 25% in principal amount of the Bonds Outstanding
shall proceed, to protect and enforce its rights and the rights of the holders of the Bonds under the Resolution forthwith by a
suit or suits in equity or at law.

Regardless of the happening of an Event of Default, the Trustee shall have power, but unless requested in writing by
the holders of a majority in principal amount of the Bonds then Outstanding, and furnished with reasonable security and
indemnity, shall be under no obligation, to institute and maintain such suits and proceedings as may be necessary or
expedient to prevent any impairment of the security under the Resolution and to preserve or protect its interests and the
interests of the Bondholders.

No remedy conferred upon or reserved to the Trustee or the Bondholders by the Resolution is intended to be
exclusive of any other remedy, but each remedy is cumulative and in addition to every other remedy given under the
Resolution or existing at law or in equity or by statute on or after the date of adoption of the Resolution.

Trustee to Exercise Powers of Statutory Trustee (Section 8.08)

The Trustee is vested with all of the rights, powers and duties of a trustee appointed by Bondholders pursuant to
Section 1168 of the Act and the right of the Bondholders to appoint a trustee pursuant to Section 1168 of the Act is abrogated
in accordance with the provisions of Section 1156(3)(j) of the Act.

Notices of Default and Insufficiency of Revenues (Section 8.09)

The Trustee shall promptly mail to holders of Bonds written notice of the occurrence of any Event of Default of
which the Trustee has knowledge.

Trustee; Paying Agents and Depositaries (Sections 9.01, 9.02, 9.03, 9.08, 9.09 and 9.10)

The General Resolution requires the appointment by the Authority of a Trustee, one or more Paying Agents and one
or more Depositaries (which may include the Trustee). The Trustee may at any time resign on 60 days written notice to the
Authority and may be removed at any time by the holders of a majority in principal amount of the Bonds then Outstanding.
Any successor Trustee must be a bank or trust company organized under the laws of any state of the United States of
America or national banking association, and have capital stock and surplus aggregating at least $100,000,000.

Series Resolutions; Powers of Amendments (Sections 10.01, 10.02 and 12.02)

The Authority may adopt at any time or from time to time a Series Resolution to authorize the issue of a specific
Series of Bonds, as described above under the subheading “Authorization of Bonds”. A copy of each Series Resolution,
together with a copy of the General Resolution, shall be filed with the Trustee, and when filed shall be accompanied by
Counsel's Opinion stating that such Series Resolution has been duly and lawfully adopted, is authorized and permitted under
the General Resolution and is valid and binding upon the Authority.
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Any modification or amendment of the Resolution and of the rights and obligations of the Authority and of the
holders of the Bonds thereunder, in any particular, may be made by Supplemental Resolution of the Authority, with the
written consent of the holders of at least two thirds in principal amount of the Bonds affected by the modification or
amendment, and Outstanding at the time such consent is given, and in case the modification or amendment changes the terms
of any Sinking Fund Installment, of the Holders of one hundred per centum (100%) in principal amount of the Bonds of the
particular maturity entitled to such Sinking Fund Installment and Outstanding at the time such consent is given; provided,
however, that if such modification or amendment will, by its terms, not take effect so long as any Bonds of any specified like
maturity remain Outstanding, the consent of the Holders of such Bonds shall not be required and such Bonds shall not be
deemed to be Outstanding for the purpose of any calculation of Outstanding Bonds. No such modification or amendment
shall permit a change in the terms of redemption or maturity of the principal of any Outstanding Bonds, 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 shall 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, or shall change or modify any of
the rights or obligations of any Fiduciary without its written assent thereto. A Bond shall be deemed to be affected by a
modification or amendment of the Resolution if the same adversely affects or diminishes the rights of the Holders of such
Bonds. The Trustee may in its discretion determine whether or not the rights of the Holders of Bonds of any particular
maturity would be adversely affected or diminished by any such modification or amendment, and its determination shall be
binding and conclusive on the Authority and all Holders of Bonds.

Defeasance (Section 15.01)

If the Authority shall pay or cause to be paid, or there shall otherwise be paid, to the holders of all Bonds of a Series
the principal or Redemption Price, if applicable, and interest due or to become due thereon, and all other sums payable by the
Authority pursuant to the Resolution and the applicable Series Resolution, at the times and in the manner stipulated therein
and in the Resolution and applicable Series Resolution, then the pledge of any Revenues, and other moneys and securities
pledged under the Resolution and applicable Series Resolution and all covenants, agreements and other obligations of the
Authority to such Bondholders, shall thereupon be release, discharged and satisfied. In such event, the Trustee, upon request
of the Authority, shall cause an accounting and all other sums payable by the Authority, pursuant to the Resolution and the
applicable Series Resolution to be prepared and filed with the Authority, and shall execute and deliver to the Authority all
such instruments as may be desirable to evidence such discharge and satisfaction, and the Fiduciaries shall pay over or
deliver to the Authority all moneys and securities held by them pursuant to the Resolution and applicable Series Resolution
which are not required for the payment of Bonds not theretofore surrendered for such payment or redemption. If the
Authority shall pay or cause to be paid, or there shall otherwise be paid, to the holders of all Outstanding Bonds of a
particular Series, the principal or Redemption Price, if applicable, and interest due or to become due thereon, at the times and
in the manner stipulated therein and in the Resolution and applicable Series Resolution, such Bonds shall cease to be entitled
to any lien, benefit or security under the Resolution and applicable Series Resolution, and all covenants, agreements and
obligations of the Authority to the holders of such Bonds shall thereupon be discharged and satisfied.

Bonds or interest installments for the payment or redemption of which moneys shall have been set aside and shall be
held in trust by the Trustee and/or the Paying Agents at the maturity or redemption date thereof shall be deemed to have been
paid within the meaning and with the effect expressed in the preceding paragraph. Any Outstanding Bonds shall prior to the
maturity or redemption date thereof be deemed to have been paid within the meaning and with the effect expressed in the
preceding paragraph if the Authority shall have delivered to or deposited with the Trustee (i) irrevocable instructions to pay
or redeem all of said Bonds in specified amounts no less than the respective amounts, and on specified dates no later than the
respective due dates, of their Principal Installments, (ii) irrevocable instructions to mail to the holders thereof notice of
redemption in accordance with the Resolution of any Bonds so to be redeemed, (iii) either moneys in an amount which shall
be sufficient, or Defeasance Obligations the principal of or the principal of and the interest on which, when due will provide
moneys which, together with the moneys, if any, deposited with the Trustee at the same time, shall 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 each
specified redemption date or maturity date thereof, as the case may be, and (iv) if any of said Bonds are not to be redeemed
within the next succeeding 60 days, irrevocable instructions to publish, as soon as practicable in an Authorized Newspaper, at
least twice at an interval of not less than seven days between publications, a notice to the holders of such Bonds that the
deposit of moneys referred to in clause (iii) hereof has been made with the Trustee and that said Bonds are deemed to have
been paid in accordance with this Section and stating the maturity or redemption date upon which moneys are to be available
for the payment of the principal or Redemption Price, if applicable of said Bonds. Any notice of redemption published
pursuant to the immediate preceding sentence with respect to Bonds which constitute less than all of the Outstanding Bonds
of any maturity within a Series shall specify the letter and number or other distinguishing marks of each such Bond. The
Defeasance Obligations and moneys deposited with the Trustee pursuant to this section shall be held in trust for the payment
of the principal or Redemption Price, if applicable, and interest on said Bonds. No payments of principal of any such
Defeasance Obligations shall be withdrawn or used for any purpose other than payment of such principal or Redemption
Price for any purpose other than the payment of such principal or Redemption Price of, or interest on, said Bonds. Payments
of interest on any such Defeasance Obligations shall be withdrawn and used for the purpose of payment of any principal,
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Redemption Price or interest to the full extent necessary to accomplish such purpose. To the extent that payments of interest
on any such Defeasance Obligations are not needed for such purpose, such payments may be applied, and may be pledged by
the Authority, to secure the payment of any bonds or other obligations of the Authority whose proceeds shall have been used,
in whole or in part, to acquire such Defeasance Obligations. Any cash received from any such interest payments not needed
for any of the said purposes shall, to the extent practicable, be reinvested in Defeasance Obligations maturing at times and in
amounts sufficient to pay when due the principal or Redemption Price, if applicable, and interest to become due on said
bonds on and prior to such redemption date or maturity date thereof, as the case may be, and interest earned from such
reinvestments shall be paid over to the Authority, as received by the Trustee, free and clear of any trust, lien or pledge.

Amounts deposited with the Trustee for the payment of Principal Installments of and interest on any bonds deemed
to be paid pursuant to the Resolution, if so directed by the Authority, shall be applied by the Trustee to the purchase of such
Bonds in accordance with this subsection. Bonds for which a redemption date has been established may be purchased on or
prior to the 60th day preceding the redemption date of Bonds so purchased. Bonds which mature on a single future date may
be purchased at any time prior to the maturity date. All such purchases shall be made at prices not exceeding the applicable
principal amount of Redemption Price established pursuant to the preceding paragraph, plus accrued interest thereon, and
such purchases shall be made in such manner as the Trustee shall determine. No purchase shall be made by the Trustee
pursuant to this subsection if such purchase would result in the Trustee holding less than the moneys required to be held for
the payment of all other Bonds deemed to be paid pursuant to this section.

The Authority may purchase with any available funds any Bonds determined to be paid pursuant to this section in
accordance with this subsection. Bonds for which a redemption date has been established may be purchased by the Authority
on or prior to the 60th day preceding the redemption date. On or prior to the 60th day preceding the redemption date the
Authority shall give notice to the Trustee of its intention to surrender such Bonds on the redemption date. The Trustee shall
proceed to call for redemption the remainder of the Bonds due on the redemption date and shall pay to the Authority on the
redemption date the Redemption Price of and interest on such Bonds upon surrender of such Bonds to the Trustee. Bonds
which mature on a single future date may be purchased at any time prior to the maturity date. The Trustee shall pay to the
Authority the principal amount of and interest on such Bonds upon surrender of such Bonds on the maturity date.

Option Bonds shall be deemed to have been paid within the meaning and effect expressed in the first paragraph of
this section only if, in addition to satisfying the requirements thereof, the requirements of the Series Resolution authorizing
the issuance of such Option Bonds have been satisfied.

Variable Interest Rate Bonds shall be deemed to have been paid prior to the maturity or redemption date thereof, as
the case may be, within the meaning and effect expressed in the first paragraph of this section only if, in addition to satisfying
the requirements thereof, the requirements of the Series Resolution authorizing the issuance of such Variable Interest Rate
Bonds shall have been satisfied.

Anything in the Resolution to the contrary notwithstanding, any moneys held by a Fiduciary in trust for the payment
and discharge of any of the Bonds which remain unclaimed on a date which is one day prior to the date on which such
moneys would otherwise escheat to the state in which such Fiduciary is located shall be repaid by the Fiduciary to the
Authority, as its absolute property and free from trust, and the Fiduciary shall thereupon be released and discharged with
respect thereto; provided, however, that before making any such payment to the Authority, the Fiduciary shall, at the expense
of the Authority, cause to be published at least twice, at an interval of not less than seven days between publications, in the
Authorized Newspapers, notice that said moneys remain unclaimed and that, after a date named in said notice, which date
shall not be less than ten nor more than twenty days after the date of the first publication of such notice, the balance of such
money then unclaimed will be returned to the Authority.

LITIGATION AND NEGOTIATION

There is no litigation pending or, to the knowledge of the Authority, threatened in any court (either state or federal)
restraining or enjoining the issuance or delivery of the 2010 Bonds, or questioning (i) the existence of the Authority or the
title to the office of its present members of officers, (ii) the proceedings under which the 2010 Bonds are to be issued, (iii) the
validity of the 2010 Bonds or the exemption of the interest thereon from federal income taxation, or (iv) the power of the
Authority to collect and pledge net revenues, in accordance with the terms of the Resolution, to pay the 2010 Bonds.

Certain Indian tribes have asserted claims under the Indian Nonintercourse Act of 1790, which have created
uncertainty as to title millions of acres of land generally in the area of the thirteen original states. Portions of the Authority’s
transmission mains and portions of the leased water distribution facilities of the Authority lie within the area claimed by the
Oneida Indian Nation and the Oneida Indian Nation of New York in two separate actions, as well as an action brought by the
Onondaga Indian Nation. The Authority is not a named defendant in either action.
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In addition, the Authority is presently involved in negotiations and litigation relative to the value of a certain right-
of-way acquired by the Authority from Finger Lakes Railway Corp. in connection with eminent domain proceedings
commenced on May 22, 2007. In particular, certain water transmission mains of OCWA are located in rights-of-way under
property owned or controlled by CSX Transportation, Inc. and the Finger Lakes Railway Corp. These rights-of-way were
originally granted by the New York Central and Hudson Railroad pursuant to an Agreement dated February 25, 1907. This
Agreement by its terms expired February 25, 2006, and has been subject to the actions hereinafter described. The rights-of-
way are located parallel to railroad tracks leading generally from Marcellus to Minoa.

Approximately 29,720 feet of the right-of-way are located on lands owned by the Onondaga County Industrial
Development Agency, which took title on behalf of the Finger Lakes Railway Corp., beneficial owner, pursuant to a financial
lease arrangement. Approximately 30,840 feet of the right-of-way are located on the lands owned by CSX Transportation,
Inc. Finger Lakes Railway Corp. and CSX Transportation, Inc. are successors to the New York Central and Hudson
Railroad. The rights-of-way were subject to the following legal activities during 2009 - 2010:

a. The right-of-way in the CSX Transportation, Inc. corridor has been purchased by agreement for the sum of
$170,154. The deed to this portion of the right-of-way was recorded December 30, 20009.

b. The right-of-way in the Finger Lakes Railway Corp. corridor has been appraised in the sum of
$103,000.00. The water transmission mains in this portion of the right-of-way extend from Marcellus to Solvay. On May
22, 2007, the Authority commenced condemnation proceedings against the Finger Lakes Railway Corp. and OCIDA in
Onondaga County Supreme Court.

On October 8, 2008 the Honorable Deborah H. Karalunas, Justice of the Supreme Court, entered an order granting a
permanent right-of-way to OCWA and directed the Finger Lakes Railway Corp. to file its claim for damages pursuant to
Eminent Domain Procedure Law Section 503. On October 14, 2008, a verified claim in the amount of $600,000 was filed by
said railroad. The Authority is represented by Attorney Carter Strickland of the Mackenzie Hughes, LLP law firm in this
matter. The valuation issue is scheduled to proceed to trial on August 23, 2010.

With respect to the Finger Lakes Railway Corp. condemnation, the valuation of the right-of-way is ultimately
subject to Court determination. As such, no prediction can be made as to the likelihood of an unfavorable outcome or the
potential magnitude of the valuation that may be awarded by the Court, except that OCWA relies upon the valuation
determined by its independent appraiser in the sum of $103,000 with respect to the right-of-way in the Finger Lakes Railway
Corp. corridor. In July, 2009, Finger Lakes Railway Corp. submitted an appraisal of the permanent OCWA right-of-way by
Pomeroy Appraisal Associates, Inc. in the sum of $610,000. As noted, the Verified Claim of the Finger Lakes Railway Corp.
is in the sum of $600,000.

TAX MATTERS

In the opinion of Bond Counsel, under existing law and assuming compliance by the Authority with certain tax
covenants and the accuracy and completeness of certain representations of the Authority, interest on the 2010 Bonds is
excluded from gross income for federal income tax purposes and is not an item of tax preference for purposes of the federal
alternative minimum tax on individuals and corporations. However, interest on the 2010 Bonds is taken into account in
determining adjusted current earnings of certain corporations for purposes of computing the alternative minimum tax
imposed on such corporations. Corporate purchasers of the 2010 Bonds should contact their tax advisers concerning the
computation of any alternative minimum tax.

The Internal Revenue Code of 1986, as amended to the date hereof (the “Code™), imposes various requirements
which must be met in order that interest on the 2010 Bonds will be and remain excluded from gross income for federal
income tax purposes. Included among these requirements are restrictions on the investment and use of proceeds of the 2010
Bonds and the rebate of certain earnings in respect of such investments to the United States. Failure to comply with the
requirements of the Code may cause interest on the 2010 Bonds to be includable in gross income for purposes of federal
income tax from the date of issuance of the 2010 Bonds. The Authority has covenanted to comply with the requirements of
the Code and has made representations addressing various matters relating to the requirements of the Code. The opinion of
Bond Counsel assumes compliance with such covenants as well as the accuracy of such representations made by the
Authority.

All maturities of the 2010 Bonds have been initially offered to the public at prices greater than the amount payable
with respect to such Bonds at maturity (the “Premium Bonds”). As a result of requirements under the Code relating to tax
cost reduction associated with the amortization of bond premium, under certain circumstances the initial owner of a Premium
Bond may realize taxable gain upon disposition thereof even though sold or redeemed for an amount less than or equal to
such owner’s original acquisition cost. The amortization requirements may also result in the reduction of the amount of
stated interest which an owner of a Premium Bond is treated as having received for federal tax purposes (and an adjustment
to basis). Owners of Premium Bonds are advised to consult with their own tax advisors with respect to the tax consequences
of owning such Premium Bonds.
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Certain requirements and procedures contained or referred to in the Resolution, the Arbitrage Certificate and other
relevant documents may be changed, and certain actions may be taken or omitted under the circumstances and subject to the
terms and conditions set forth in such documents, upon the advice or with the approving opinion of bond counsel. Bond
Counsel expresses no opinion as to any Bond or the interest thereon if any such change occurs or action is taken upon the
advice or approval of bond counsel other than Hiscock & Barclay, LLP.

Prospective purchasers of the 2010 Bonds should be aware that ownership of, accrual or receipt of interest on, or
disposition of the Bonds may have collateral federal income tax consequences for certain taxpayers, including financial
institutions, insurance companies, S Corporations, certain foreign corporations, individual recipients of Social Security or
Railroad Retirement benefits, individuals benefiting from the earned income credit and taxpayers who may be deemed to
have incurred or continued indebtedness to purchase or carry such obligations. Prospective purchasers should consult their
tax advisers as to any possible collateral consequences of their ownership of, accrual or receipt of interest on, or disposition
of the Bonds. Bond Counsel expresses no opinion regarding any such collateral federal income tax consequences.

In the opinion of Bond Counsel, interest on the 2010 Bonds is exempt under existing statutes, from personal income
taxes of the State of New York and its political subdivisions, as applicable. See “Appendix C— Form of Approving Opinion
of Bond Counsel”.

CONTINUING DISCLOSURE UNDERTAKING

If (i) a Series of Bonds is purchased from the Authority by a broker, dealer or municipal securities dealer (each a
“Dealer”) subject to Rule 15¢2-12 (the “Rule™) of the Securities and Exchange Commission (the “SEC”) under the Securities
Exchange Act of 1934, as amended (the “1934 Act™), (ii) the Rule requires Dealers to determine, as a condition to purchasing
such Bonds, that the Authority will covenant to the effect hereinafter described, and (iii) the Rule as so applied is authorized
by federal law that as so construed is within the powers of Congress, then the Authority covenants, for the sole benefit of the
Holders (and, to the extent specified in Section 7.03 of the General Resolution, the beneficial owners) of the Outstanding
Bonds of each such Series and subject (except to the extent otherwise expressly provided in said Section 7.03) to the remedial
provisions of the Resolution, that (a) the Authority shall provide:

1. Within 120 days after the end of each Fiscal Year, to the Electronic Municipal Market Access
(“EMMA”) system of the Municipal Securities Rulemaking Board ("MSRB"), or any other entity designated or
authorized by the Commission to receive reports pursuant to the rule, financial information and operating data for
the prior Fiscal Year, including: its audited financial statements, prepared in accordance with generally accepted
accounting principles in effect from time to time, and (ii) material historical quantitative data on the Authority’s
revenues, expenditures, financial operations, indebtedness, the debt service coverage for the most recent full Fiscal
Year for each Series of Bonds; and

2. In a timely manner, to each nationally recognized municipal securities information repository or to
the Municipal Securities Rulemaking Board, and to the appropriate State information depository, if any, notice of
any of the following events with respect to such Series of Bonds, if material:

@ principal and interest payment delinquencies;

(b) non-payment related Defaults;

(© unscheduled draws on debt service reserves reflecting financial difficulties;
(d) unscheduled draws on credit enhancements reflecting financing difficulties;
(e) substitution of credit or liquidity providers, or their failure to perform;

()] adverse tax opinions or events affecting the tax-exempt status of the Bonds;

(9) modifications to the rights of Holders;
(h) bond calls;

M defeasances;
()] release, substitution or sale of property securing repayment of the bonds;
(k) rating changes; and
()] failure to comply with clause (1) of Section 7.03(a) of the General Resolution;
(b) The Authority does not undertake to provide such notice with respect to (1) credit enhancement if (A) the

enhancement is added after the primary offering of the Bonds, (B) the Authority does not apply for or participate in obtaining
the enhancement and (C) the enhancement is not described in the applicable official statement of the Authority; (2) a
mandatory, scheduled redemption, not otherwise contingent upon the occurrence of an event, if (A) the terms, dates and
amounts of redemption are set forth in detail in such official statement, (B) the only open issue is which Bonds will be
redeemed in the case of a partial redemption, (C) notice of redemption is given to the Holders as required under the terms of
the Resolution and (D) public notice of the redemption is given pursuant to Release No. 23856 of the SEC under the 1934
Act, even if the originally scheduled amounts may be reduced by prior optional redemptions or purchases; or (3) tax
exemption other than pursuant to Section 103 of the Code.
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(© In addition, to the Trustee’s and Holder’s remedies specified in Article VIII of the General Resolution, any
beneficial owner of the Bonds of a Series described in Section 7.03 of the General Resolution may bring a proceeding to
enforce the undertaking set forth in said Section without acting in concert if (1) such owner shall have filed with the
Authority (A) evidence of beneficial ownership and (B) written notice of, and request to cure, the alleged breach, (2) the
Authority shall have failed to comply within a reasonable time, and (3) such beneficial owner stipulates that (A) no challenge
is made to the adequacy of any information provided in accordance with the undertaking and (B) no remedy is sought other
than substantial performance of the undertaking. To the extent permitted by law, each beneficial owner agrees that all
proceedings shall be instituted only for the equal benefit of all such owners of the Outstanding Bonds benefited by the same
or a substantially similar undertaking.

(d) For the purposes of Section 7.03 of the General Resolution, a beneficial owner of a security includes a
person who, directly or indirectly, through any contract, arrangement, understanding, relationship, or otherwise has or shares
investment power which includes the power to dispose, or to direct the disposition of, such security, except that a person who
in the ordinary course of business is a pledge of securities under a written pledge agreement shall not be deemed to be the
beneficial owner of such pledged securities until the pledge has taken all formal steps to declare a default and determines that
the power to dispose or to direct the disposition of such pledge securities will be exercised, provided that;

Q) the pledge agreement is bona fide;
2 the pledge is:

(A) a broker or dealer registered under Section 15 of the 1934 Act;

(B) a bank as defined in Section 3(a)(6) of the 1934 Act;

© an insurance company as defined in Section 3(a)(19) of the 1934 Act;

(D) an investment company registered under Section 8 of the Investment Company Act of
1940;

(E) an investment adviser registered under Section 203 of the Investment Advisers Act of
1940;

(F) an employee benefit plan, or pension fund which is subject to the provisions of the
Employee Retirement Income Security Act of 1974 or an endowment fund;

(©)] a parent holding company, provided the aggregate amount held directly by the parent,
and directly and indirectly by its subsidiaries which are not persons specified in items (A) through (F) of
this clause (2) does not exceed 1% of the securities of the subject class; or

(H) a group, provided that all the members are persons specified in items (A) through (G) of
this clause (2); and
3) the pledge agreement, prior to default, does not grant to the pledgee the power to dispose or direct

the disposition of the pledged securities, other than the grant of such power(s) pursuant to a pledge agreement under
which credit is extended subject to Regulation T (12 CFR 220.1 to 220.8) and in which the pledge is a broker or
dealer registered under Section 15 of the 1934 Act.

(e) Any Supplemental Resolution amending this undertaking may only be entered into:

Q) if all or any part of the Rule, as interpreted by the staff of the SEC at the date hereof, ceases to be
in effect for any reason and the Authority elects that this undertaking shall be deemed terminated or amended (as the
case may be) accordingly; or

2 if, (a) the amendment is made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature, or status of the authority, or type of
business conducted; (b) the undertaking, as amended, would have complied with the requirements of the Rule at the
date hereof, after taking into account any amendments or interpretations of the Rule, as well as any change in
circumstances; (c) the undertaking, as amended, would have complied with the requirements of the Rule at the date
hereof, after taking into account any amendments or interpretations of the Rule, as well as any change in
circumstances; and (d) the annual financial information containing (if applicable) the amended operating data or
financial information will explain, in narrative form, the reasons for the amendment and the “impact” (as that word
is used in the letter from the staff of the SEC to the National Association of Bond Lawyers dated June 23, 1995) of
the change in the type of operating data or financial information being provided.

The Authority is in compliance with SEC Rule 15¢2-12.
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RATING

Moody's Investors Service, Inc. (“Moody’s) has assigned its municipal bond rating of “Aa2” to the 2010 Bonds.
Such ratings reflect only the views of such organization and an explanation of the significance of such ratings may only be
obtained from Moody’s. Generally a rating agency bases its ratings on the information and material furnished to it and on
investigations, studies and assumptions of its own. There is no assurance that such ratings will remain in effect for any given
period of time or that they may not be lowered, suspended or withdrawn entirely by such rating agency, if in its judgment,
circumstances so warrant. Any such downward change in or suspension or withdrawal of such ratings may have an adverse
effect on the market price of the 2010 Bonds.

AGREEMENT OF THE STATE

The State pledges and agrees in the Act that it will not limit or alter the rights vested by the Act in the Authority to
establish and collect such rates, rentals and other charges as may be convenient or necessary to produce sufficient revenue to
fulfill the terms of any agreements made with the holders of the Bonds, or in any way impair the rights and remedies of
Bondholders until the Bonds together with the interest thereon are fully met and discharged.

LEGALITY OF THE BONDS FOR INVESTMENTS

The Act provides that the bonds or notes of the Authority are securities in which all public officers and bodies of the
State of New York and all municipalities and municipal subdivisions, all insurance companies and associations and other
persons carrying on an insurance business, all banks, bankers, trust companies, savings banks and saving associations,
including savings and loan associations, building and loan associations, investment companies and other persons carrying on
a banking business, and all other persons whatsoever, except as hereinafter provided, who are now or may hereafter be
authorized to invest in bonds or other obligations of the State of New York, may properly and legally invest funds including
capital in their control or belonging to them. Such bonds or notes, however, shall not be eligible for the investment of funds
including capital, of trusts, estates or investment of funds including capital, of trusts, estates or guardianships under the
control of individual administrators, guardians, executors, trustees and other individual fiduciaries.

The bonds or notes of the Authority are also, by the Act, made securities which may be deposited with and may be
received by all public officers and bodies of the State of New York and all municipalities and municipal subdivisions for any
purpose for which the deposit of bonds or other obligations of the State of New York is now or may hereafter be authorized.

LEGAL MATTERS

All legal matters incident to the authorization and issuance of the 2010 Bonds by the Authority are subject to the
approval of Hiscock & Barclay, LLP, Albany, New York, Bond Counsel. Certain legal matters will be passed upon for the
Underwriter by its counsel, Orrick, Herrington & Sutcliffe LLP, New York. Certain legal matters pertaining to the Authority
will be passed upon by Terry R. Pickard, Esq., Counsel to the Authority.

UNDERWRITING

The 2010 Bonds are being purchased for reoffering by RBC Capital Markets Corporation (the “Underwriter”) at an
aggregate purchase price for the 2010 Bonds of $6,394,216.85, being the par amount of the 2010 Bonds plus premium of
$485,629.10, less the underwriter’s discount of $16,412.25. The Purchase Contract provides that the Underwriter will
purchase all of the 2010 Bonds if any 2010 Bonds are purchased.

The Underwriter may offer and sell the 2010 Bonds to certain dealers and others at prices other than the initial
offering price. The offering price may be changed from time to time by the Underwriter.

FINANCIAL STATEMENTS
The financial statements of the Authority for the two years ended December 31, 2008 and December 31, 2009,

together with the report thereon of Dermody, Burke & Brown, CPAs, LLC, are included in Appendix B to this Official
Statement.
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MISCELLANEOUS

The references herein to the General Resolution, 2010 Series A Resolution, the Act, and the 2010 Bonds,,
respectively, and to any other contract or document referred to herein, are brief outlines of certain provisions thereof. Such
outlines do not purport to be complete and reference is made thereto for full and complete statements of such provisions.

The information contained in this Official Statement has been authorized for use in connection with the offering of
the 2010 Bonds by the Authority. Any statements in this Official Statement involving matters of opinion, whether or not
expressly so stated, are intended as such and not as representations of fact. This Official Statement is not to be construed as a
contract or agreement between the Authority and the purchasers or holders of any of the 2010 Bonds.

The execution and delivery of this Official Statement by the Authority have been authorized under the 2010 Series
A Resolution. .

ONONDAGA COUNTY WATER AUTHORITY
/s/ Robert F. Tomeny
Chairman
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APPENDIX - B

Independent Auditor’s Report and
Audited Financial Statements
of the Authority

Years Ended December 31, 2008 and 2009

Such Financial Statements And Opinions Were Prepared As Of The Date Thereof And Have Not Been Reviewed And/Or
Updated In Connection With The Preparation And Dissemination Of This Official Statement.


















































































































ONONDAGA COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
December 31, 2009 and 2008

NOTE 8 - POST-EMPLOYMENT BENEFITS OTHER THAN
PENSIONS

Plan Description

The Authority provides continuation of health insurance coverage under a single-employer
defined benefit healthcare plan to its employees that retire under the New York State Employee
Retirement Systems at the same time they end their service to the Authority. Based on the
provisions of the employment contract negotiated between the Authority and its employee
groups, the retiree and his or her beneficiaries, receive this coverage for the life of the retiree.
Healthcare benefits for non-bargaining employees are similar to those of union employees. For
family coverage the retirees share amounts to 50% of the difference between the family and
individual coverage. Spousal benefits continue until the death of the retiree. Surviving spouses
are permitted to continue coverage after the death of the retiree, but are responsible for 100% of
the premium. The Authority does not issue a publicly available financial report for the plan.

Funding Policy

The obligations of the plan are established by action of the Authority pursuant to applicable
collective bargaining and employment agreements which will be renegotiated at various times in
the future. The Authority, per its contracts with employee units, will pay the full premium costs
for the health insurance coverage (currently provided by Blue Cross/Blue Shield of the Syracuse
Area) for an employee of the Authority at retirement, provided the employee is at least 55 years
of age and has been employed with the Authority for at least five consecutive years prior to the
date of retirement. For family coverage the retirees share amounts to 50% of the difference
between the family and individual coverage. Spousal benefits continue until the death of the
retiree. Surviving spouses are permitted to continue coverage after the death of the retiree, but
are responsible for 100% of the premium. The Authority currently pays for postemployment
health care benefits on a pay-as-you-go basis.
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ONONDAGA COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
December 31, 2009 and 2008

NOTE 8 - POST-EMPLOYMENT BENEIITS OTHER THAN
PENSIONS — Continued

Annual Other Postemployment Benefit Cost

The Authority’s annual OPEB cost is calculated based on the annual required contribution of the
employer (ARC), an amount actuarially determined in accordance with generally accepted
accounting principles. The ARC represents a level of funding that, if paid on an ongoing basis,
is projected to cover the normal cost each year plus the amortization of the unfunded actuarial
accrued lability over a period not to exceed 30 years.

The following table shows the components of the Authority’s annual OPEB cost for the year, the
amount contributed to the plan, and changes in the Authority’s net OPEB obligation for the years

ended December 31, 2009 and 2008:

2009 2008
Annual Required Contribution 2,140,565 1,917,277
Interest on Net OPEB Obligation 59,928 0
Adjustment to Annual Required Contributions (84,821) 0
Amnual OPEB Cost (Expense) 2,115,672 1,917,277
Contributions Made (471,448) (419,073)
Increase in Net OPEB Obligation 1,644,224 1,498,204
Net OPEB Obligation - Beginning of Year 1,498,204 0
Net OPEB Obligation - End of Year 3,142,428 1,498,204
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ONONDAGA COUNTY WATER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2009 and 2008

NOTE 8 — POST-EMPLOYMENT BENEFITS OTHER THAN
PENSIONS — Continued

Annual Other Postemployment Benefit Cost — Continued

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan,
and the net OPEB obligation were as follows:

Percentage
of Annual
: Annual OPEB OPEB Cost Net OPEB
Fiscal Year Ended: Cost Contributed Obligation
December 31, 2009 $ 2,115,672 22.3% $ 3,142,428
December 31, 2008 $ 1,917,277 21.9% $ 1,498,204

Funded Status and Funding Progress

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events in the future. Amounts determined regarding the funded status of the plan
and the annual required contributions of the employer are subject to continual revision as actual

results are compared to past expectations and new estimates are made about the future. The plan is
currently not funded.
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ONONDAGA COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
December 31, 2009 and 2008

NOTE 8 - POST-EMPLOYMENT BENEFITS OTHER THAN
PENSIONS — Continued

Funded Status and Funding Progress — Continued

The schedule of funding progress presents information on the actuarial value of plan assets relative
to the actuarial accrued liabilities for benefits. In the future, the schedule will provide multi-year
trend information about the value of plan assets relative to the AAL.

Actuarial
Acerued UAALasa
Actuarial Liability Percentage
Actuarial Yalue {(AAL) - Level Unfunded Funded Covered of Covered
Valuation of Assets Dollar AAL (UAAL) Ratio Payroll Payroll
Date : {(a) {b) (b-a) (a/b) (c) (b-c)/a
January 1,2007  § 0 § 18,941,883  $18,941,883 0% N/A NA

Actuarial Methods and Assumptions

Projections of benefits are based on the substantive plan (the plan as understood by the employer
and the plan members) and include the types of benefits in force at the valuation date and the
pattern of sharing benefit costs between the Authority and plan members to that point. Actuarial
calculations reflect a Jong-term perspective and employ methods and assumptions that are
designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of
assets.

Included coverages are “fully-insured community rated” and annual premiums for fully-insured
commumity rated coverages were used as a proxy for claims costs without age adjustment. The
unfunded actuarial accrued Hability is being amortized over 30 years on a level dollar open basis.

In the December 31, 2008 actuarial valuation, the liabilities were computed using the projected
unit credit method and level dollar amortization. The actuarial assumptions utilized a 4%
discount rate. '
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ONONDAGA COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
December 31, 2009 and 2008

NOTE 8 - POST-EMPLOYMENT BENEFITS OTHER THAN
PENSIONS - Continued

Deferred Compensation Plan

The Authority offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to all Authority employees, permits
them to defer a portion of their salary until future years. Participation in the plan is optional.
The deferred compensation is not available to employees until termination, retirement, death or
unforeseeable emergency. As required by Federal regulations, these plan assets are held in trust
for the exclusive benefit of participants and their beneficiaries.

The Authority has no fiduciary relationship with the trust. In accordance with the provisions of
the Statement of Governmental Accounting Standards No. 32, “Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans,” the plan assets
are not reported in the Authority’s financial statements.

NOTE 9 — CONTINGENCY

In 2009, the Authority exercised its right to condemn under the NYS Eminent Domain Procedure
Law to acquire a subterrancan easement from the Finger Lakes Railway. Appraisals estimating
the value of the easement taken and any resulting damages have been exchanged by the parties
and indicate a range of damages from $103,000 to $610,000.

The Authority is vigorously contesting the appraisal submitted by Finger Lakes Railway. The
matter is scheduled for trial in 2010. In the interim, both parties have entered into settlement
discussions that will continue until the trial date,
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Dermody., Burke & Brown, CPAs, LLC

INDEPENDENT AUDITORS’ 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

BOARD OF DIRECTORS
ONONDAGA COUNTY WATER AUTHORITY

We have audited the financial statements of the Onondaga County Water Authority (the
Authority), as of and for the year ended December 31, 2009, and have issued our report thereon
dated March 8, 2010. We conducted our audit in accordance with auditing standards generally
accepted in the United States and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Authority’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Authority’s internal control over financial
reporting.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the Authority’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the Authority’s
financial statements that is more than inconsequential will not be prevented or detected by the
Authority’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Authority’s internal control.

443 North Franklin Street » Syracuse, NY 13204-1441 + (315) 471-9171 *» Fax (315) 471-8555
1120 Corporate Drive » Auburn, NY 130211634 « (315) 253-6273 + Fax (315) 263-08890
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, 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 or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the board of directors, management
and others within the Authority and is not intended to be and should not be used by anyone other

than these specified parties.
| a&mﬁ, Gisde & roern

DERMODY, BURKE & BROWN, CPAs, LLL.C
Syracuse, NY

March 8, 2010
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Dermody, Burke & Brown, CPAs, LLC

INDEPENDENT ACCOUNTANTS’ REPORT ON
COMPLIANCE WITH SECTION 2925(3)(F) OF THE
NEW YORK STATE PUBLIC AUTHORITIES LAW

BOARD OF DIRECTORS
ONONDAGA COUNTY WATER AUTHORITY

We have examined Onondaga County Water Authority’s (the Awuthority) compliance
with Section 2925(3)(f) of the New York State Public Authorities Law during the year ended
December 31, 2009. Management is responsible for the Authority’s compliance with those
requirements. Our responsibility is to express an opinion on the Authority’s compliance based on
our examination. : '

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and the standards applicable to aftestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States and, accordingly, included examining, on a test basis, evidence supporting the
Authority’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our examination provides a reasonable
basis for our opinion. Qur examination does not provide a legal determination on the Authority’s
compliance with specified requirements.

In our opinion, the Authority complied, in all material respects, with the aforementioned
requirements during the year ended December 31, 2009.

This report is intended solely for the information and use of management, the board of directors,
and the Office of the State Comptroller of the State of New York. It is not intended to be and
should not be used by anyone other than these parties.

DERMODY, BURKE & BROWN, CPAs, LL.C
Syracuse, NY

March 8, 2010
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APPENDIX -C

FORM OF APPROVING OPINION OF
HISCOCK & BARCLAY, LLP, BOND COUNSEL

Onondaga County Water Authority
Northern Concourse - Box 9
Syracuse New York 13211

Gentlemen:

We have acted as bond counsel in connection with the issuance of $5,925,000 General Water System Revenue
Bonds, 2010 Series A (the “2010 Bonds™) of the Onondaga County Water Authority (the “Authority”), a body corporate and
politic and constituting a public benefit corporation of the State of New York (the “State”). The 2010 Bonds are authorized
under and pursuant to the Onondaga County Water Authority Act, as amended, constituting Title 7 of Article 5 of the Public
Authorities Law, Chapter 43-A of the Consolidated Laws of the State (the “Act”) and under and pursuant to the General
Water System Revenue Bond Resolution (the “General Resolution”) of the Authority, adopted March 14, 2001, and the
Series Resolution Authorizing General Water System Revenue Bonds, 2010 Series A In An Amount Not Exceeding
$8,000,000 (the “Series Resolution”), adopted July 21, 2010. The 2010 Bonds have been issued for the purpose of providing
funds to pay certain costs of improvements to the Water System, to refund certain Outstanding Bonds of the Authority and
funding reserves and expenses incident to the issuance of the 2010 Bonds. All capitalized terms used herein and not
otherwise defined shall have the respective meanings ascribed thereto in the General Resolution or the Series Resolution.

The 2010 Bonds are issuable in the form of fully registered bonds, in the denomination of $5,000 or any integral
multiples of $5,000, payable to a named person or registered assigns. The 2010 Bonds are numbered, lettered and dated as
provided in the General Resolution.

The 2010 Bonds mature on September 15, in each year in the respective principal amounts set forth opposite such
years in the following table, and bear interest at the respective rates per annum as set forth opposite such years in said table:

Year Principal Amount Interest Rate
2011 $ 950,000 3.00%
2012 995,000 3.00%
2013 1,025,000 3.00%
2014 1,060,000 4.00%
2015 420,000 4.00%
2016 120,000 4.00%
2017 125,000 4.00%
2018 130,000 4.00%
2019 135,000 5.00%
2020 145,000 4.00%
2021 150,000 4.00%
2022 155,000 5.00%
2023 165,000 5.00%
2024 170,000 5.00%
2025 180,000 5.00%

Interest on the 2010 Bonds is payable semi-annually on March 15 and September 15 in each year, commencing
September 15, 2010 until the Authority’s obligation with respect to the payment of the principal sum thereof shall be
discharged. Principal of the 2010 Bonds is payable at the principal corporate trust office of Manufacturers and Traders Trust
Company, Buffalo, New York, in any coin or currency of the United States of America which, on the respective dates of
payment thereof, shall be legal tender for the payment of public and private debts.



The 2010 Bonds maturing on or after September 15, 2021 are subject to redemption prior to maturity by or on behalf
of the Authority on or after September 15, 2020 at such prices, on such dates and subject to notice and other such conditions
as provided therein and in the Series Resolution.

The Authority has the right to issue additional Series of Bonds, ranking equally as to security and payment with the
2010 Bonds, upon the terms and conditions and for the purposes stated in the General Resolution.

In connection with the 2010 Bonds, we have examined the following:
@ The Constitution and statutes of the State, including particularly the Act.

(b) The Internal Revenue Code of 1986, including particularly Sections 103 and 141 through 150 thereof, and
regulations promulgated thereunder, and, to the extent applicable, the regulations of the United States Treasury Department
promulgated under the Internal Revenue Code of 1954, as amended (collectively, the “Code”).

(©) Certified copies of the proceedings of the Authority, including particularly (i) the General Resolution and
(i) the Series Resolution.

(d) The Arbitrage Certificate executed by the Chairman of the Authority pursuant to Section 148 of the Code.

We have also examined such other documents, certificates, opinions and proofs relative to the issuance and sale of
the 2010 Bonds, as we deemed necessary or advisable in rendering this opinion.

We have also examined a certified copy of the form of the 2010 Bonds.
Based upon the foregoing, it is our opinion that:

Q) The Authority is a body corporate and politic constituting a public benefit corporation, duly created and
existing under the laws of the State, including particularly the Act.

2 The Authority had and has the right and power under the Act to adopt the General Resolution and Series
Resolution and to issue the 2010 Bonds, and the General Resolution and Series Resolution have been duly adopted by the
Authority, are presently in full force and effect, are valid and binding upon the Authority and are enforceable against the
Authority in accordance with their terms, and no other authorization is required therefor.

3) The General Resolution and Series Resolution create the valid pledge they purport to create (i) on the Net
Revenues, and (ii) on any moneys or securities on deposit in the Funds and Accounts created thereby, except the
Subordinated Obligation Fund and the Rebate Fund.

4) The 2010 Bonds are valid and legally binding obligations of the Authority as provided in the General
Resolution and Series Resolution, enforceable against the Authority in accordance with their terms and the terms of the
General Resolution and Series Resolution and entitled to the benefits of the Act, of the General Resolution, and of the Series
Resolution and the 2010 Bonds have been duly and validly authorized and issued in accordance with the Act, General
Resolution and Series Resolution.

(5) The 2010 Bonds are payable solely from the sources described in the General Resolution and do not
constitute a debt or liability of the State, the County of Onondaga, New York or any other political subdivision of the State.

(6) Interest on the 2010 Bonds is excludable from gross income for federal income tax purposes and is not an
item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations.
However, such interest is taken into account in determining adjusted current earnings of certain corporations for purposes of
computing the alternative minimum tax imposed on such corporations.

@) Interest on the 2010 Bonds is exempt from personal income taxes imposed by the State of New York or any
political subdivision thereof (including The City of New York).

In rendering the opinions set forth in paragraph 6, we have assumed the continuing compliance by the Authority
with certain covenants set forth in the General Resolution relating to the various requirements of the Internal Revenue Code
of 1986, as amended to the date hereof (the “Code”), which must be met at and subsequent to the issuance and delivery of the
2010 Bonds in order that interest on the 2010 Bonds will be and remain excluded from gross income for federal income tax
purposes. Included among these requirements are restrictions on the investment and use of proceeds of the 2010 Bonds and



the rebate of certain earnings in respect of such investments to the United States. Failure of the Authority to comply with the
requirements of the Code may cause interest on the 2010 Bonds to be includable in gross income for purposes of federal
income tax from the date of issuance of the 2010 Bonds, regardless of the date on which the event causing such inclusion
occurs.

Further, although the interest on the 2010 Bonds is excluded from gross income for federal income tax purposes,
receipt or accrual of the interest may otherwise affect the tax liability of a holder of a 2010 Bond. The tax effect of receipt or
accrual of the interest will depend upon the tax status of a holder of a 2010 Bond and such holder’s other items of income or
deduction. We express no opinion with respect to any such effect.

In rendering the foregoing opinions, we also wish to advise you that the enforceability of the General Resolution,

Series Resolution and the 2010 Bonds may be limited by bankruptcy, insolvency or other laws affecting creditors’ rights
generally and as to the availability of any particular remedy.

Very truly yours,





