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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY

SUBJECT
Boise State University requests approval to proceed with construction of the
Press Box/Stadium Sky Suite facility at Bronco Stadium for a total project budget
not to exceed $35.9 million, subject to final approval of financing at a future
Board meeting.

REFERENCES
January 2005 Information item to discuss the feasibility analysis of the
proposed stadium expansion projects completed by
Conventions Sports and Leisure International.
March 2005 SBOE approval for Boise State to market the lease of Sky

Suites and Club Seats.

December 2005 SBOE approval to procure architectural services, not to
exceed $900,000, to complete preliminary design and
programming through design development for a design-build
project for the addition of a Press Box/Sky Suite facility to
Bronco Stadium.

October 2006 Information item to provide a project update and financing
plans for the Press Box/Sky Suite facility.

November 2006 Information item to provide a project update and financing
plans for the Press Box/Sky Suite facility.

APPLICABLE STATUTE, RULE, OR POLICY
Idaho State Board of Education Governing Policies and Procedures, Sections
V.B.8-9 and V.K.
Sections 33-3804, 67-5710, 67-5710A, 67-5711-C, ldaho Code

BACKGROUND

In March 2005 the State Board of Education approved the request for Boise
State University to proceed with the solicitation process for Sky Suites, Club
Seats, and donations for the Press Box/Sky Suite expansion. In December of
2005, the Board authorized Boise State to select a design/build team and
proceed with design of the facility through the design development phase, for a
maximum fee of $900,000. Working with the Division of Public Works (DPW), a
design/build team was selected in May 2006, and work is proceeding on the
design of the facility.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

DISCUSSION

The Design/Build team of FFKR Architects and Layton Construction from Salt
Lake City, Utah, is working with DPW and Boise State staff from the Athletic
Department and Architectural and Engineering Services to design the new
facility. Design development documents and an updated cost estimate have been
completed. The final design of the facility includes four elevated levels to provide
state-of-the-art media accommodations for written press, radio, and television; 38
Sky Suites for up to 16 spectators each (33 leaseable suites); club seating for
787 (685 leaseable seats); a level of loge seating for up to 172; club room, dining
facilities, and catering support spaces for each new level, and additional
restroom and concession facilities.

The loge seating level was added to capitalize on an opportunity presented by
the overhang of the Press Box/Sky Suite facility above the existing west
grandstand. This outdoor, covered space has become a popular seating venue in
similar facilities and provides premium seating at a reduced price. Spectators
have the option of choosing a boxed seat with individual video replay screen and
moveable seat, or a premium theater style seat, each with access to the
associated club space.

The project also includes significant improvements at the ground level and in the
existing upper concourse serving the west grandstand. Ground level facilities will
include support for the Press Box/Sky Suite levels with a full commercial kitchen
for catering football games and other events, a new ticket office, a retail outlet for
Bronco apparel and novelties, elevator lobbies for the Press and Sky Suite
levels, and mechanical and storage support spaces.

The structural footprint for the new Sky Suite facility dictates removal of the
existing Press Box elevator and pedestrian ramp serving the west upper
concourse. New pedestrian stairs and ticketing gates will be constructed at the
ground level along with a new ramp for service vehicles.

The construction of the ground level spaces beneath the Sky Suite structure
along with the new stair and ramp configuration created a unique opportunity to
upgrade the inadequate facilities at the west upper concourse. By expanding the
upper concourse out over the new ground level facilities, new space is created to
replace the concession and restroom spaces built in 1970. The two existing
concessions will be replaced with five new concession, prep and storage space.
The existing non-compliant restrooms will be replaced with expanded facilities
meeting current code requirements for number and type of fixtures as well as
accessibility for the disabled. Access for the disabled will be improved with stops
at this level provided by the four passenger elevators serving the Press Box/Sky
Suites facility. A detailed listing of function by level is included as Attachment 4.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY — continued

Athletic department development staff members have had a great deal of
success in marketing efforts for the new seating venues. To date the university
has commitments for 29 of 33 leasable Sky Suites, 410 of 685 leasable club
seats, and all 43 loge level boxes (172 seats).

All of the originally approved program elements have been satisfied with the
design development documents developed to date. Expanded program elements
have also been incorporated within the original preliminary budget range
presented to the Board in December of 2005. These additional program elements
will provide additional revenue opportunities with the creation of expanded retalil
venues and a larger variety of seating price levels.

IMPACT
The design/build team design development phase contract amount is
$32,601,000. With the additional project costs associated with DPW and
university expenses, a total project budget of $35,900,000 has been determined.
This figure includes the $900,000 previously approved by the Board for
programming, preliminary design, design development and construction loan and
financing costs of up to approximately $2,500,000.

The Athletics Department will provide $1,200,000 (cash) for replacement of
existing parking lost to the expanded footprint of this facility within the west
stadium parking lot. In addition, Athletics is currently budgeting $1,270,000 for
fixtures and furniture to be funded from a separate funding source, subject to
Board approval at a future date. These amounts are not included in the project
budget and will not be included in the debt financing. However, the Athletics
Department has agreed to provide funding for replacement parking when the
Board approves the next parking structure for construction.

The University will issue $28 million in debt to finance the construction of this
facility using project revenues as a repayment source. Project revenues are
defined as lease revenues for the suites, seats, and loge boxes. The Athletics
Department has agreed to raise $6 million in cash prior to commencing
construction. In addition, they have agreed to provide an annual contribution to
the Academic Capital Projects Fund from project revenues to contribute to future
academic building projects and to rebuild debt capacity for future borrowing.
Initially, this contribution is $600,000 per year and will increase by $100,000
every five years for the life of the loan which totals $25.5 million over 30 years.
Finally, other project revenues are identified to cover the operating expenses of
the facility. A detailed project cash flow analysis is provided in Attachment 5.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

ATTACHMENTS
Attachment 1 — Project Budget Page 5
Attachment 2 — Capital Project Tracking Sheet Page 6
Attachment 3 — Programming Summary Page 7
Attachment 4 — Detailed Listing of Function by Level Page 9
Attachment 5 — Cash Flow Analysis for Stadium Expansion Project Page 11

STAFF COMMENTS AND RECOMMENDATIONS
Seat prices in the Club, Loge and Sky Suites sections are projected to increase
by 12.5% every five years beginning in FY 2013, and the University has reduced
projected occupancy from 100% to 85% beginning in FY 2013. The university’s
projections show the University can maintain a Seat Revenues to Debt Service
ratio of 1.2 while including the annual contribution to the Academic Capital
Projects Fund (ACPF) which reaches $25.5 million over 30 years.

BSU has determined that at 65% occupancy, the University would still be able to
maintain a 1.2 X debt service ratio, but this would negate the contribution to the
Academic Capital Projects Fund, and an occupancy rate of 55% would only
cover debt service alone.

The University has already obtained commitments for 88% of the leaseable Sky
Suites, 60% of the Club Seats, and 100% of the Loge level boxes. The
University has used conservative assumptions and it appears the project would
be viable even if occupancy rates were dramatically lower in the future.

Staff recommends approval.

BOARD ACTION
A motion to approve Boise State University’s request to proceed with
construction of the Press Box/Stadium Sky Suite facility at Bronco Stadium and
to authorize the Division of Public Works to award a design-build contract to
FFKR Architects and Layton Construction for a total project budget not to exceed
$35.9 million. The University may not proceed with construction of this project
prior to Board approval to issue debt.

Moved by Seconded by Carried Yes No

[NOTE: motion must be approved by a majority of the members of the Board —
the Board’s Bylaws provide for approval with a roll-call vote.]

[NOTE: Upon action by Board, DPW will be advised to immediately execute
contract for construction.]
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Attachment 1

PROJECT BUDGET WORKSHEET

PROJECT NUMBER: DPW No. 06212
PROJECT TITLE: PRESS BOX/SKY SUITES ADDITION
DATE: 12/18/2006
ESTIMATED

CATEGORY BUDGET
Construction (DPW Budget) $33,320,000

Design Build Contract $32,601,000

Construction Testing $75,000

Functional Testing $20,000

Plan Review $75,000

Advertising $100

Project Contingency (2.2%) $548,900
Boise State University Services $80,000

IT Connections $50,000

Locksmith $5,000

Signage $25,000
Construction debt service and loan closing costs $2,500,000
TOTAL PROJECT BUDGET $35,900,000
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

PROGRAM SUMMARY BY LEVEL Attachment 3
Proposed Program
Department/Use Gross Square Fcotagi

1|Athletics - Pressbox/Skysuites

2|Ground level 21,506

3|Bronco Shop 2,262
| 4|Ticket Office 3,396

5|Kitchen Commissary 3,758
[ 6|MW Locker 678
| 7TV Equipment 2,966

&|Ushering 676
[ 9|Lobby Space 2,308
10|Unassigned Spaces 5462
11|Concourse level 12,436
[ 12|Cancession 4,280
| 13 |Novelty Retail 618
14|Restrooms 4 652
[15|Unassigned Spaces 2,886
| 16|Loge Level 20,790
17|Loge - Interiar 15,030
[15|Loge - Exterior 4,306
19|lUnassigned Spaces 1,454
20|Club Level 27,082
[2T|Club - Interior 18,996
22| Club - Seat 6,640
23|Unassigned Spaces 1,446
24|Suite Level 23,540
| 25| Suite Level - Interior 12,478
26|Suites 9,608
[ 27|Unassigned Spaces 1,454
| 28|Press Level 25918
29|Press Interior 15,076
[30|Press / Suites 9,350
31|Unassigned Spaces 1,492
32|Total Square Footage
(33| Ground Level 21,506
| 34| Concourse Level 12,436
35|Loge Level 20,790
[36|Club Level 27,082
37|Suite Level 23,540
| 38| Press Level 25918
39
40|ESTIMATED BUILDING GROSS SQUARE FEET 131,272
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Attachment 4

Detailed Listing of Function by Level

The following is a level-by-level recap of the spaces and amenities planned for
the new facility, starting with the top level:

Press Level:

Seating for up to 70 print media journalists

4 radio broadcast suites (both home and visiting team)
1 television media suite

Home and visiting team coaches suites

Game operations & security suite

Public address suite

9 Sky Suites for lease

Individually operable windows for each viewing area
Press work room

Dining area /multi-use space with seating for up to 325
Service by 4 passenger elevators and 1 freight elevator
Warming kitchen & concession

Restrooms and support spaces

Suite Level:

24 Sky Suites for lease with individually operable windows & climate
control

Beverage bar with seating for 30

Service by 4 passenger elevators and 1 freight elevator

Warming kitchen & concession

Restrooms and support spaces

Club Seating Level:

685 club seats with operable windows for lease
Beverage bar

Dining area / multi-use space with seating for up to 500
Service by 4 passenger elevators and 1 freight elevator
Warming kitchen & concession

Restrooms and support spaces

Loge Seating Area:

172 Box seats with video replay

3 video decks for television production

Beverage bar & dining area with seating for 200
Service by 4 passenger elevators and 1 freight elevator
Warming kitchen & concession

Restrooms and support spaces

BAHR — SECTION lI TAB 1 Page 9



BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

West Grandstand Upper Concourse:
e 5 new concession venues
2 new female restrooms with 56 fixtures
New male restroom with 36 fixtures
Security, guest services, and first aid rooms
Expanded concourse area for spectator circulation
New access stairs and ramp
Service by 4 passenger elevators and 1 freight elevator
Outdoor plaza space for retail venues

Ground Level:
e New access stairs and ticketing gates at expanded pedestrian plaza
e Elevator lobbies for Press Box/Sky Suite access and access for the
disabled
Athletic ticket office
Apparel & novelty “Bronco Shop”
Commercial kitchen & commissary
4 truck bays for deliveries and television production vehicles
Storage rooms
Employee facilities for kitchen, wait, and usher staff
Mechanical and electrical utility spaces

BAHR — SECTION lI TAB 1 Page 10



BOISE STATE UNIVERSITY Attachment 5
CASH FLOW ANALYSIS FOR STADIUM EXPANSION PROJECT
December 18, 2006

1 REVENUES Note 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Yr 11-15 Yr 16-20 Yr 21-25 Yr 26-30 |30 Year Total
» Project Revenues from New Seating Leases:
3 Club 1470251 1429251 1429251 1429251 1429251 1617551 1617551 1617551 1617551 1617551 8,986,394 9885033 10,783,673 11682312 56,612,421
4 Sky Suites (12) 558456 558456 558456 558,456 558456 628263 628263 628263 628263 628263 4075138 4482651 4,800,165 5207679 24,679,228
5 Sky Suites (19) 781,100 781,100 781,109 781,109 781,100 878748 878748 878748 878748 878748 4881931 5370124 5858318 6385566 30,795,222
6 Loge (42) 500520 443520 443520 443,520 443520 523908 523908 523908 523908 523008 3274425 3929310 3929310 4256753 20,283,938
. ff;f;tﬂiﬁszt Revenues 1 3310336 3212336 3212336 3212336 3212336 3648470 3648470 3648470 3648470 3648470 21,217,888  23.667,119 25461465  27,622300 132,370,808
9 Estimated Seat Revenue 2 3310336 3212336 3212336 321233 321233 3,101,199 3101,199 3,101,199 3,101,199  3101,109 18035204 20,117,051 21642245 23478963 114,939,139
10 Debt Service 3 (2,100,000) (2500,000) (25000000 (2,500,000) (2,500,000) (2,500,000 (2,500,000) (2,500,000) (2,500,000) (2,500,000 (12,500,000) (12,500,000 (12,500,000) (12,500,000)  (74,600,000)

Net of seating revenues
11 and debt service
Academic Capital Project
12 Fund (ACPF) Contribution
Athletic Seat Revenues
13 from Addition
Cumulative Seat Revenues
14 from Addition

1,210,336 712,336 712,336 712,336 712,336 601,199 601,199 601,199 601,199 601,199 5,535,204 7,617,051 9,142,245 10,978,963 40,339,139

4 (600,000)  (600,000)  (600,000)  (600,000)  (600,0000  (700,000)  (700,000)  (700,000)  (700,000)  (700,000)  (4,000,000)  (4500,000)  (5,000,000)  (5,500,000)  (25500,000)

610,336 112,336 112,336 112,336 112,336 (98,801) (98,801) (98,801) (98,801) (98,801) 1,535,204 3,117,051 4,142,245 5,478,963 14,839,139

610,336 722,672 835,008 947,344 1,059,680 960,879 862,078 763,277 664,476 565,675 2,100,880 5,217,931 9,360,176 14,839,139 14,839,139

15
16 Other Revenues available for project if needed:

17 New U Club in Stadium 5 515,000 515,000 515,000 515,000 515,000 612,500 612,500 612,500 612,500 612,500 3,550,000 4,037,500 4,525,000 4,525,000 22,275,000

8 Facilities Rental Revenue 6 50,000 50,000 50,000 50,000 50,000 121,665 121,665 121,665 121,665 121,665 1,110,183 1,110,183 1,110,183 1,110,183 5,299,059

Total Non-seat Revenue
19 Sources

20

Total Identified Revenues
Net of Debt Service and 1,175,336 677,336 677,336 677,336 677,336 635,364 635,364 635,364 635,364 635,364 6,195,388 8,264,734 9,777,428 11,114,146 42,413,198
21 ACPF

L

23 Operating Expenses:

565,000 565,000 565,000 565,000 565,000 734,165 734,165 734,165 734,165 734,165 4,660,183 5,147,683 5,635,183 5,635,183 27,574,059

26 Maintenance 7 25,074 26,077 27,120 28,205 29,333 47,449 49,347 51,321 53,373 55,508 415,557 505,589 615,126 732,188 2,661,267
29 Custodial 8 8,736 9,085 9,448 9,826 10,219 16,531 17,192 17,880 18,595 19,339 144,776 176,143 214,304 260,734 932,808
32 Utilities 9 21,205 22,053 22,935 23,853 24,807 40,127 41,732 43,402 45,138 46,943 351,435 427,575 520,210 632,915 2,264,331
33 Capital 10 5,000 5,000 5,000 60,000 5,000 130,000 190,000 130,000 190,000 130,000 710,000 2,650,000 1,950,000 1,950,000 8,110,000
34 Salaries 11 125,000 130,000 135,200 140,608 146,232 204,082 212,245 220,735 229,564 238,747 1,626,503 1,978,889 2,407,621 2,929,239 10,724,665
35 Food Service 12 - - - - - - - - - - - - - - -
36 Estimated Operating Expense 214,956 223,354 232,088 296,171 250,618 494,847 569,440 524,618 600,403 556,819 3,744,482 6,341,912 6,441,775 7,398,725 27,890,209
3/

38 Net Revenue 960,380 453,982 445,248 381,165 426,718 140,518 65,924 110,746 34,962 78,545 2,450,905 1,922,822 3,335,653 3,715,421 14,522,989
39 Cumulative for Athletics 13 960,380 1,414,363 1,859,611 2,240,776 2,667,493 2,808,011 2,873,935 2,984,681 3,019,643 3,098,188 5,549,093 7,471,916 10,807,569 14,522,989 14,522,989
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BOISE STATE UNIVERSITY
PROJECTED REVENUE FOR STADIUM EXPANSION PROJECT
December 18, 2006

Assumptions:

1
2

10
11
12
13
14

BAHR

Sales represent 100% sold. As of November 30th, 312 of 685 club seat sold, 27 of 31 suites sold, 32 of 43 loge sold with 18 months remaining to sell inventory. Sales figures are averaging various contract lengths and rates in this model.
Premium seats assumed to be 100% sold in first five years and 85% sold in subsequent years. 83% occupancy in all years would generate enough funds for the model to support 1.2x debt service plus the proposed ACPF. 65%
occupancy would generate enough funds to support 1.2x debt service. 55% occupancy would generate enough funds to support debt service alone.

Financing vehicle is University Bond, using a general pledge of all revenues. Debt service includes 1.2 coverage reserve. Amount assumes 6% rate and 100% taxable issuance. Current rates would be 5.4% so assumptions are
conservative.

ACPF would be used for academic capital projects to offset reduced debt capacity of the general revenue pledge.

The project will create 3 rows of covered seating on the west side of the stadium that may be sold at premium prices.

Facilities Rental will be generated from three 5,000 to 5,600 areas available for rental. Assumed to be rented for 50 events in initial year at $1,000 per event. 100 events assumed in 6th year and 150 events assumed in 11th year.

4% annual escalation factor applied in year 6 and 11.

Maintenance is based on per foot per day cost in Student Union.

Custodial is based on per foot per day cost in Student Union.

Utilities are based on per foot per day cost in Student Union.

All furniture is expected to be replaced twice during life of loan. Kitchen equipment is expected to be replaced every 15 years. Amounts are allocated to renovate suites after each initial term expires.

Salaries escalate 4% per year and additional staff is added in year 6 and 11 when events are increased.

Food service is expected to break even as catering will be charged to the events. The only revenue generated off events is the rent included in assumption 9..

Remaining revenues will be available to Athletics for other initiatives including gender equity

Certain other revenues are currently allocated to Athletics debt for the 1996 Stadium expansion and the 2004 Indoor Practice Facility. As the related debt is paid, those funds could be diverted to this debt if occupancy does not hold strong.

Comments:

The purpose of this model is to show the viability of the project including:

That the seat revenues should cover debt service at 1.2X bond interest, and a significant contribution to academics.
That should Athletics fall short on seat revenues, there are other sources to cover expenses.

That operating expenses have been considered and can be absorbed.

The cumulative amount available to athletics for use on other initiatives for excellence.

- SECTION I
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

REFERENCE: APPLICABLE STATUTE, RULE, OR POLICY

Idaho State Board of Education

GOVERNING POLICIES AND PROCEDURES

SECTION: V. FINANCIAL AFFAIRS
B. Budget Policies April 2002

8. Major Capital Improvement Project -- Budget Requests
For purposes of Item 8., the community colleges (NIC and CSI), the State Historical
Society, and the State Library are included, except as noted in V.B.8.b. (2).

a. Definition

A major capital improvement is defined as the acquisition of an existing building,
construction of a new building or an addition to an existing building, or a major
renovation of an existing building. A major renovation provides for a substantial change
to a building. The change may include a remodeled wing or floor of a building, or the
remodeling of the majority of the building's net assignable square feet. An extensive
upgrade of one (1) or more of the major building systems is generally considered to be
a major renovation.

b. Preparation and Submission of Major Capital Improvement Requests
(1) Permanent Building Fund Requests

Requests for approval of major capital improvement projects to be funded from the
Permanent Building Fund are to be submitted to the Office of the State Board of
Education on a date and in a format established by the executive director. Only
technical revisions may be made to the request for a given fiscal year after the Board
has made its recommendation for that fiscal year. Technical revisions must be made
prior to November 1.

(2) Other Requests
Requests for approval of major capital improvement projects from other fund sources
are to be submitted in a format established by the executive director. Substantive and
fiscal revisions to a requested project are resubmitted to the Board for approval. This
subsection shall not apply to the community colleges.

c. Submission of Approved Major Capital Budget Requests
The Board is responsible for the submission of major capital budget requests for
the institutions, school and agencies under this subsection to the Division of Public
Works. Only those budget requests which have been formally approved by the Board
will be submitted by the office to the executive and legislative branches.

9. Approval by the Board

Requests for approval of major capital improvement projects must be submitted for
Board action. Major capital improvement projects, which are approved by the Board and
for which funds from the Permanent Building Fund are requested, are placed in priority
order prior to the submission of major capital budget requests to the Division of Public
Works.

BAHR — SECTION lI TAB 1 Page 13



BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

REFERENCE:APPLICABLE STATUTE, RULE, OR POLICY

Idaho State Board of Education

GOVERNING POLICIES AND PROCEDURES

SECTION: V. FINANCIAL AFFAIRS
K. Construction Projects April 2002

K. Construction Projects

1. Major Project Approvals - Proposed Plans
Without regard to the source of funding, before any institution, school or agency under the
governance of the Board begin formal planning to make capital improvements, either in the
form of renovation or addition to or demolition of existing facilities, when the cost of the
project is estimated to exceed five hundred thousand dollars ($500,000), must first be
submitted to the Board for its review and approval. All projects identified on the institutions’,
school’s or agencies’ six-year capital plan must receive Board approval.

2. Project Approvals

Without regard to the source of funding, proposals by any institution, school or agency under
the governance of the Board to make capital improvements, either in the form of renovation
or addition to or demolition of existing facilities, when the cost of the project is estimated to
be between two hundred fifty thousand dollars ($250,000) and five hundred thousand dollars
($500,000), must first be submitted to the executive director for review and approval.
Without regard to the source of funding, proposals by any institution, school or agency under
the governance of the Board to make capital improvements, either in the form of renovation
or addition to or demolition of existing facilities or construction of new facilities, when the
cost of the project is estimated to exceed five hundred thousand dollars ($500,000), must
first be submitted to the Board for its review and approval. Project cost must be detailed by
major category (construction cost, architecture fees, contingency funds, and other). When a
project is under the primary supervision of the Board of Regents or the Board and its
institutions, school or agencies, a separate budget line for architects, engineers, or
construction managers and engineering services must be identified for the project cost.
Budgets for maintenance, repair, and upkeep of existing facilities must be submitted for
Board review and approval as a part of the annual operating budget of the institution, school
or agency.

3. Fiscal Revisions to Previously Approved Projects
Project revisions that substantially alter the use of the project causing changes in project
costs between two hundred fifty thousand dollars ($250,000) and five hundred thousand
dollars ($500,000) must first be submitted to the executive director for review and approval.
Changes in project costs of more than five hundred thousand dollars ($500,000) must first
be submitted to the Board for its review and approval. Requests must be supported by a
revised detailed project budget and justification for changes.

BAHR — SECTION lI TAB 1 Page 14



BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

4. Project Acceptance

Projects under the supervision of the Department of Administration are accepted by the
Department on behalf of the Board and the state of Idaho. Projects under the supervision of
an institution, school or agency are accepted by the institution, school or agency and the
project architect. Projects under the supervision of the University of Idaho are accepted by
the University on behalf of the Board of Regents.

5. Statute and Code Compliance

a. All projects must be in compliance with Section 504 of the Rehabilitation Act of 1973 and
must provide access to all persons. All projects must be in compliance with applicable
state and local building and life-safety codes and applicable local land-use regulations
as provided in Chapter 41, Title 39, and Section 67-6528, Idaho Code.

b. In designing and implementing construction projects, due consideration must be given to

energy conservation and long-term maintenance and operation savings versus short-
term capital costs.
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REFERENCE — APPLICABLE STATUTE, RULE OR POLICY — continued

IDAHO STATUTES

TITLE 33
EDUCATION
CHAPTER 38
STATE INSTITUTIONS OF HIGHER EDUCATION BOND ACT

33-3804. POWERS AND DUTIES OF STATE INSTITUTIONS.

Every institution shall have power in its proper name as aforesaid:
(&) To have a corporate seal and alter the same at pleasure;
(b) To sue and be sued;

(©)

To acquire by purchase, gift or the exercise of the right of eminent domain and
hold and dispose of real or personal property or rights or interests therein and
water rights;

(d) To make contracts and to execute all instruments necessary or convenient;

(e)
(f)
(9)

(h)

To acquire any project or projects, and to own, operate, and maintain such
project;

To accept grants of money or materials or property of any kind from a federal
agency, upon such terms and conditions as such federal agency may impose;

To borrow money, with or without the issuance of bonds and to provide for the
payment of the same and for the rights of the holders of such bonds and/or of
any other instrument of such indebtedness, including the power to fix the
maximum rate of interest to be paid thereon and to warrant and indemnify the
validity and tax exempt character;

To perform all acts and do all things necessary or convenient to carry out the
powers herein granted, to obtain loans or grants or both from any federal agency,
and to accomplish the purposes of sections 33-3801--33-3813, Idaho Code, and
secure the benefits of the Recovery Act;

To issue refunding bonds, for the purpose of paying, redeeming, or refunding any
outstanding bonds theretofore issued under authority of this chapter. Refunding
bonds so issued shall have such details, shall bear such rate or rates of interest
and shall be otherwise issued and secured as provided by the board authorizing
the issuance of such bonds and as otherwise provided in this chapter, provided,
however, that such changes in the security and revenues pledged to the payment
thereof may be made by such board as may be provided by it in the proceedings
authorizing such bonds, but in no event shall such refunding bonds ever be
secured by revenues not authorized by this chapter to be pledged to the payment
of bonds issued for other than refunding purposes. Refunding bonds issued
hereunder may be exchanged for a like principal amount of the bonds to be
refunded, may be sold in the manner provided in this chapter for the sale of other
bonds, or may be exchanged in part and sold in part. If sold, the proceeds of
such bonds may be deposited in escrow for the payment of the bonds to be
refunded, provided such bonds mature or are callable for redemption under their
terms within six (6) months from the date of the delivery of the refunding bonds.
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No refunding bonds may be issued hereunder in a principal amount in excess of
the principal amount of the bonds to be refunded nor may any bonds not
maturing or callable for redemption under their terms as above provided be
refunded hereunder without the consent of the holders thereof. Refunding bonds
so authorized and issued may in the discretion of the board be combined with
other bonds to be authorized and issued under this chapter, and a single issue of
bonds may be so authorized in part for improvement and in part for refunding
purposes.

() In connection with borrowing without the issuance of bonds, to fix fees, rents or
other charges for utilization of any facility or project being financed by said
borrowing and to pledge the same, together with any other revenue from such
project or facility, as collateral for repayment of principal and interest in the same
manner and to the same extent as provided in this chapter for securing the
payment of bonds issued pursuant to this chapter.
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REFERENCE — APPLICABLE STATUTE, RULE OR POLICY — continued
IDAHO STATUTES

TITLE 67
STATE GOVERNMENT AND STATE AFFAIRS
CHAPTER 57
DEPARTMENT OF ADMINISTRATION

67-5710. PERMANENT BUILDING FUND ADVISORY COUNCIL -- APPROVAL OF
USE OF FUND -- DUTIES OF ADMINISTRATOR OF PUBLIC WORKS.

There is hereby created in he division of public works a permanent building fund
advisory council which shall be appointed by the governor. This council shall be
composed of one (1) member of the senate, one (1) member of the house of
representatives, a citizen engaged in the contracting business, a citizen engaged in the
banking business, and a citizen who is a member of the business community not
engaged in contracting or banking. The senate member and house of representative
member shall be appointed for a fixed term of two (2) years. All other council members
shall be appointed for a fixed term of three (3) years. The terms of office of members of
the council holding office prior to July 1, 1996, shall expire on the following dates:
contracting business member on July 1, 1996; senate member and house of
representative member on December 1, 1996; business community member on July 1,
1997; and banking member on July 1, 1998. On or after July 1, 1996, the governor shall
appoint members of the council as terms of existing members expire. All members of
the council shall serve at the pleasure of the governor. The administrator of public works
and the responsible heads of the agencies for which appropriations for construction,
renovations, remodelings or repairs are made pursuant to chapter 11, title 57, Idaho
Code, shall consult, confer and advise with the permanent building fund advisory
council in connection with all decisions concerning the administration of these
appropriations and the planning and construction or execution of work or works
pursuant thereto. The approval of the permanent building fund advisory council shall be
a condition precedent to the undertaking of planning or construction.

The administrator of public works is hereby directed to work in close cooperation with
the responsible heads of institutions and agencies for which appropriations are made
herein and no building proposals shall be approved by the administrator of public works
nor any planning or work undertaken by that officer pursuant to these appropriations
without the prior approval of the responsible chief officer of the institutions and agencies
for whom appropriations are made herein.
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67-5710A. REQUIREMENT OF PLANS AND SPECIFICATION APPROVAL BY
PERMANENT
BUILDING FUND ADVISORY COUNCIL AND DELEGATION OF PROJECT
OVERSIGHT BY THE
ADMINISTRATOR FOR THE DIVISION OF PUBLIC WORKS.
(1) (a) Unless an emergency exists as defined in section 67-5711B, Idaho
Code, an existing public works may not be altered, repaired, constructed
or improved on property owned or occupied by any state institution,
department, commission, board or agency, if the estimated cost of work
exceeds the limit established in section 67-5711, Idaho Code, and except
for those institutions and agency exemptions listed in section 67-5711,
Idaho Code, without regard to source of funding, until the location,
design, plans and specifications are approved by the permanent building
fund advisory council and the project supervised by the division of public
works or its designee.
(b) Facilities to be built with funds under the control of a nonstate
entity, and owned or occupied by state entities, must have plans and
specifications prepared, and all plans and specifications must be reviewed
and approved by the permanent building fund advisory council prior to the
advertising, bidding, construction and/or negotiation for construction of
the facilities.
(2) (a) The administrator for the division of public works may delegate
control over design, construction and all other aspects of a public works
or maintenance project which costs less than one hundred fifty thousand
dollars ($150,000), to agencies of state government on a
project-by-project basis, if a responsible party of the state agency
requests that delegation in writing and the permanent building fund
advisory council approves the delegation.
(i) The state agency to whom control is delegated shall assume all
responsibility for project budgets and shall receive funds
appropriated for the project upon application and approval by the
permanent building fund advisory council.
(i) Delegation of project control does not exempt the state agency
from complying with public works statutes, life safety and building
codes or other applicable codes and regulations. The state agency
also must comply with any guidelines or procedures for design and
construction adopted by the division of public works and the
permanent building fund advisory council.
(iii) State agencies that receive delegated projects may not have
access to permanent building fund advisory council contingency funds
unless approved by the permanent building fund advisory council or
authorized by appropriation.
(iv) Prior, written approval from the administrator must be granted
for any public works utilizing sole source or limited competition. No
agency will be delegated the ability to declare an emergency as
defined in section 67-5711B, Idaho Code.
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(v) The permanent building fund advisory council may elect to audit
any project for compliance with applicable codes and policies.

(vi) The delegated state agency will use standard documents for
professional services contracts and for construction contracts as
adopted by the division of public works.

(vii) Delegation is subject to cancellation by the administrator for

the division of public works with the concurrence of the permanent
building fund advisory council.

67-5711C. CONSTRUCTION OF PUBLIC PROJECTS -- COMPETITIVE SEALED
BIDDING.

(1) All construction contracts for public works shall be awarded to the lowest
responsible and responsive bidder after receipt of competitive sealed bidding
except as otherwise provided in sections 67-5711B, 67-5711D and 67-5713, Idaho
Code.

(2) Aninvitation for bids shall be issued and shall include a project
description and all contractual terms and conditions applicable to the public
works.

(3) Adequate public notice of the invitation for bids shall be given at
least fourteen (14) days prior to the date set forth therein for the opening
of bids. Such notice shall include publication at least fourteen (14) days
prior to bid opening in a newspaper of general circulation in the area where
the work is located.

(4) When prequalification is deemed in the best interest of the state,
competitive bidding procedures shall be open only to licensed public works
contractors that meet preliminary supplemental qualifications. The
solicitation for bids in a prequalified bidder public works project shall
consist of two (2) stages, an initial stage for identifying prequalified
contractors, either prime or specialty contractors, followed by a stage during
which bid prices will be accepted only from prequalified contractors. Notice
of the prequalification stage shall be given in the same manner that notice of
open competitive bidding is provided. Prequalification standards must be
premised upon demonstrated technical competence, experience constructing
similar facilities, prior experience with the state, available nonfinancial
resources, equipment and personnel as they relate to the subject project, and
overall performance history based upon a contractor's entire body of work. Any
request for qualifications must include the standards for evaluating the
gualifications of prospective bidders. Licensed contractors desiring to be
prequalified to bid on a project must submit a written response to a request
for qualifications. After a review of qualification submittals, licensed
contractors that meet the prequalification standards shall be notified.
Thereatfter, bids may be solicited from contractors that meet the
prequalification standards. The department may promulgate rules or develop
procedures to implement the prequalification process.

(5) Bids shall be opened publicly at the time and place designated in the
invitation for bids. The amount of each bid and such other relevant
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information as may be specified by rules, together with the name of each
bidder, shall be entered on a record and the record shall be open to public
inspection. After the time of the award all bids and bid documents shall be
open to public inspection in accordance with the provisions of sections 9-337
through 9-347 and 67-5725, ldaho Code.

(6) With respect to a project having a written cost estimate of greater
than twenty-five thousand dollars ($25,000) but less than the public works
limit established in section 67-5711, Idaho Code, the agency, if it does not
perform the work with existing physical plant staff, must award a written
contract to the lowest responsible and responsive bidder after soliciting at
least three (3) documented informal bids from contractors licensed in Idaho to
perform public works contracts, if reasonably available. Adequate public
notice of the invitation for informal bids shall be given at least seven (7)
days prior to the date set forth therein for the receipt of the informal bids.
Such notice may include publication at least seven (7) days prior to bid
opening in a newspaper of general circulation in the area where the work is
located; or the agency may advertise the invitation for bids in appropriate
trade journals, and otherwise notify persons believed to be interested in the
award of a contract. Informal bids must be submitted by the contractor in
writing in response to a prepared written document describing the project's
scope of work in sufficient detail so as to enable a contractor familiar with
such work to prepare a responsible bid. Nothing herein exempts an agency from
the responsibility of utilizing formal plans and specifications if the work
involves the public health or safety as described in chapters 3 and 12, title
54, Idaho Code. The agency must document receipt of the informal bids in the
project file.

(7) Any personal property including goods, parts, supplies and equipment
which is to be supplied or provided by a state agency for use in any public
work, project, or preventive maintenance programs, whether the public work,
project, or preventive maintenance program is constructed, undertaken or
performed by agency in-house personnel, or by delegation pursuant to section
67-5710A, ldaho Code, or otherwise provided or supplied by the agency to a
contractor, the personal property, goods, parts, supplies or equipment
supplied or provided by the agency must be purchased or procured by the agency
through the division of purchasing in accordance with the Idaho Code.
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INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY

SUBJECT
Authorization for issuance of general revenue and refunding bonds to refund*
certain outstanding bonds of the University and to construct certain new projects.

REFERENCE

December 2003 Single bond system and financing plan for new projects.

November 2006 Board approval to proceed with construction of Student
Health, Wellness, Counseling and Nursing Building pending
financing approval.

November 2006 Board approval to proceed with construction of Student
Union expansion project pending financing approval.

November 2006 Facilities financing update.

APPLICABLE STATUTE, RULE, OR POLICY
Idaho State Board of Education Governing Policies and Procedures, Section V.F.
Section 33-3804, Idaho Code

BACKGROUND
Boise State University requests the Board’s approval to issue approximately
$92,185,000 in tax-exempt general refunding and revenue bonds (the “Series
2007A Bonds”) pursuant to a Supplemental Bond Resolution to finance the
following projects and to refund certain outstanding bonds:

Projects
Student Health, Wellness/Nursing Building $22,900,000
Student Union Building Expansion 30,000,000

Total $52,900,000

Refunded Bonds®
The refunding of certain of the University’s Student Fee Refunding and
Improvement Revenue Bonds, Series 1998, and Student Building Fee Revenue
Bonds, Series 2001 and Student Union and Housing System Improvement
Bonds, Series 2002 in the aggregate principal amount of approximately
$39,285,000, would result in a debt service net present value savings in the
amount of approximately $

The University will also pay for bond insurance and other costs of issuance.

! Inclusion of refunding bonds will depend on market conditions. See “Discussion” below.

2 Exact amount will be available at the meeting.
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INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

DISCUSSION

Projects
Student Health, Wellness, Counseling and Nursing Building (SHWCN):

$22,900,000 of the proceeds of the Series 2007A Bonds will be used to construct
an approximately 70,000 gross square foot facility to accommodate a Student
Health, Wellness and Counseling Center (approximately 20,800 of net
assignable area) to include space for general medicine and specialty clinics,
laboratory and phlebotomy, health promotions and counseling. The nursing
component of the new facility will encompass approximately 20,000 square feet
of net assignable area. The added program space will support the full range of
instructional and support space required by the Nursing Department including
classrooms, seminar rooms, practice labs, and offices. A simulation lab, which
will allow the nursing faculty to simulate an acute care clinical experience for
students, is also planned. The University intends to begin construction in Fall
2007 and expects construction to take approximately 12 to 18 months to
complete.

Student Union Building (SUB) Expansion: The SUB expansion project will
provide for expanded food service, bookstore, ballroom and meeting rooms,
study lounges and other student activity spaces. In addition, new entrances,
outdoor patio space and a Veteran’s Memorial project are planned. The project
includes the addition of 66,000SF of new space and also includes renovation of
approximately 27,000SF of the current SUB.

Refunding
The University, with the assistance of its bond underwriter, periodically reviews

outstanding bond issues to assess when it is advisable to refinance bonds to
take advantage of savings that may be available due to lower interest rates. In
the event market conditions at the time of the January meeting do not result in
substantial savings, the University will not issue the refunding bonds.

Principal Amount
Approximately $

Maturities
[Serial] Maturities from 2008 to 2026, with term bonds in 2031 and 2037. Each
project has an individual maturity schedule to coincide with its useful life.

1

Exact amount will be available at the meeting.
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INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

Amortization Plan

The amortization schedule for the Series 2007A Bonds reflects (i) level
debt service savings for the refunding portion (if any) and (ii) a level
overall debt service savings for the University's General Revenue Bonds.

Interest Rates
To be determined on the day of pricing. Estimated scale of yields is 3.5% in
2008 to 4.12% in 2037. *

Source of Security
General Revenue Pledge of the University. Excludes appropriated funds, grants
and contract revenues and restricted gifts.

Ratings
Bonds are expected to be rated “AAA” based on bond insurance. Moody’s

Investors Service and Standard & Poor’s each are expected to affirm ratings of
Al” and “A+” respectively, each with a stable outlook.

Bond Insurance and Cost

Bond insurance commitment received from . Premium
guote of % of total debt service; the other bids ranged as high as %
of total debt service. The increased interest cost for “Al” rated bonds compared
to “AAA” bonds would exceed the amount of this premium.*

Documents to be Provided Immediately Prior to the Meeting

Once pricing is concluded, the University will be able to provide the following at

the meeting.

1. Bond sizing analysis showing final amounts, interest rates and maturities
on the Bonds and, if applicable, the savings resulting from issuance of the
refunding bonds

2. Insert of pages to Supplemental Bond Resolution showing rates
and maturities of the Bonds

3. Insert of new Appendix A to Bond Purchase Agreement showing rates and
maturities of the Bonds.

4, Preliminary Official Statement

Bond pricing will occur during the day of January 8, 2007. Agenda consideration
after 1:00 pm is requested.

1

Exact amount will be available at the meeting.
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INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

IMPACT

Dependent on market conditions, lower interest rates will result in total, as well as
present value, debt service savings. The exact amount of savings will be
determined when the bonds are priced.

The resulting amount of total debt will increase the University’s debt service to
operating budget ratio. Even so, the bond rating agencies did not downgrade the
University’s credit rating and reaffirmed the A1/A+ rating for both the 2007A and
the 2007B issuance. Moody's cited the consistently strong operating
performance and the positive strategic direction that the University has adopted.
In addition, they stated that the selected facilities are consistent with the strategic
plan and that of a growing metropolitan university. Boise State has the financial
capacity to incur this debt without negatively impacting access to future capital,
and believes this level of borrowing is necessary to complete pending new
buildings consistent with the University’s strategic plan.

ATTACHMENTS
1. Attachment 1 - Ten Year Debt Projection (Spreadsheet) Page 7
2. Attachment 2 - Existing and Proposed Debt Service to Budget
Series 2007A (Graph) Page 9
3. Attachment 3 - Existing and Proposed Debt Service to Budget-Series
2007A and 2007B (Graph) Page 10
4. Attachment 4 - Existing and Proposed Debt Service to Budget-Series
2007A, 2007B and 2008A (Graph) Page 11
5. Attachment 5 — Supplemental Bond Resolution Starting behind page 15
6. Attachment 6 — Bond Purchase Contract (received on publication date)

™~

Attachment 7 — Rating Agency Reports
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INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

STAFF COMMENTS AND RECOMMENDATIONS

Staff has reviewed the ten-year debt projection and compared the most current
projections and assumptions with those contained in the projection provided by
BSU at the November 30, 2006, Board meeting. Staff notes the university has
reduced the overall amount to be financed by $2.4 million by removing the
Parking Deck. This was accomplished by using freed-up debt service reserves
which occur when the university converts to the single bond system. The
refunding converts approximately $4 million in debt service reserves to cash, and
the University anticipates using this to pay for the remainder of the parking deck,
and leave the remaining balance in debt service reserves for remodels or future
projects. The amounts to be financed for the various new buildings have been
reduced as a result of using more current estimates and interest rates.

BSU’s projections show that even at zero growth in future State support, the
university debt service as a percentage of operating budget ratio peaks at 8.05%
in FY 2010 (presuming the FY 2008 bond issue for future buildings is requested
and approved), and stays under 8.0% for all other years. If a potential 2008
issue is not included in the analysis, the ratio is well below the 8 percent
threshold, which is considered by bond rating agencies, audit firms and others to
be the maximum amount that an educational institution should be carrying. Due
to the strong ratings by the investor services, conservative assumptions used in
these projections, and that the debt service/operating budget ratio stays relatively
below 8.0%, project financing appears to be viable.

Staff recommends approval.
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INSTITUTION / AGENCY AGENDA
BOISE STATE UNIVERSITY - continued

BOARD ACTION
A Motion to approve a Supplemental Resolution for the Series 2007A Bonds, the
title of which is as follows:
A SUPPLEMENTAL RESOLUTION authorizing the issuance
and sale of $ ! General Revenue and
Refunding, Series 2007A, of the Board of Trustees of Boise
State University; authorizing the execution and delivery of a
Bond Purchase Agreement and providing for other matters
relating to the authorization, issuance, sale and payment of
the Series 2007A Bonds.

Moved by Seconded by Carried Yes No

[Note: motion must be approved by a majority of the members of the Board — the
Board’s Bylaws provide for approval with a roll-call vote.]

1 Exact amount will be available at the meeting.
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1 New Buildings

2
3
4

© 0N

P

arking Deck

SUB Expansion
Student HWC/Nursing

Stadium Suites

2007B (See Attachment 3 - Graph)
CESED/Research Facility

College of Business & Economic Building
Student Housing

2008A (See Attachment 4 - Graph)

New Debt Financing

13 Beginning Facilities Fee Reserve
Debt Service
Strategic Facilities Fee revenue

14
15
16
17

P
P

ledges for debt service
roject Revenues for debt service

18 Ending Facilities Fee Reserve

19 Current University Debt Service

20 Total Projected Debt Service

Boise State University
Ten Year Debt Projection
December 18, 2006

ATTACHMENT 1

21 Operating Budget (less direct loans, includes 3% growth in State support)

Debt Service as a % of Operating Budget:

23 3% Growth in State support
24 2% Growth in State support
25 1% Growth in State support
26 0% Growth in State support

Assumptions:

1
2
3

. 1% growth in enroliment

. Athletics revenues will equal debt service

4. Housing will pay 60% of debt service from operations

5
6

. No new source of state funding for academic buildings
. Does not reflect impact of debt service savings from refunding element of 2007A bonds

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY2016 Total
Est. Debt
Cost Financed Annual Debt Service
$12,000,000 $0
$30,650,000  $30,000,000
$25,000,000  $22,900,000
$35,000,000 $28,000,000
$28,000,000 $1,754,667 $2,060,000 $2,062,200 $2,057,900 $2,062,400 $2,060,100 $2,061,300 $2,060,700 $2,058,300 $18,237,567
$35,000,000  $31,000,000
$30,000,000  $15,000,000
$30,000,000 _$30,000,000
$76,000,000 0 0 $2,611,000 $4,476,000 $5,566,000 $5,565,600 $5,566,300 $5,562,800 $5,565,100 $5,562,600  $40,475,400
$156,900,000 $0 $4,536,107 $7,095,500 $8,962,700  $10,048,400  $10,052,500  $10,050,900  $10,048,600  $10,050,300  $10,045,400  $80,890,407
$1,950,000 $6,192,000 $10,184,175 $15,539,779  $19,564,820 $22,851,674 $26,233,423  $29,710,176  $33,286,091  $36,957,709 $0
$0 -$4,536,107 -$7,095,500 -$8,962,700 -$10,048,400 -$10,052,500 -$10,050,900 -$10,048,600 -$10,050,300 -$10,045,400 -$80,890,407
$4,242,000 $6,273,615 $9,272,709 $9,365,436 $9,459,090 $9,553,681 $9,649,218 $9,745,710 $9,843,167 $9,941,599  $89,296,227
$500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,001 $4,500,001
$1,754,667 $2,678,395 $3,122,305 $3,376,163 $3,380,568 $3,378,434 $3,378,805 $3,378,750 $3,375,758  $27,823,846
$6,192,000 $10,184,175 $15,539,779  $19,564,820 $22,851,674 $26,233,423 $29,710,176  $33,286,091  $36,957,709  $40,729,667  $40,729,667
$12,454,126  $12,489,059  $12,522,715 $12,553,206 $11,550,741 $10,877,300 $10,922,104 $10,964,636 $11,012,921 $11,066,659
$12,454,126  $17,025,166  $19,618,215  $21,515,906  $21,599,141  $20,929,800 $20,973,004 $21,013,236  $21,063,221  $21,112,059
$242,140,615 $248,863,615 $259,947,327 $275,030,524 $290,729,321 $306,856,962 $323,167,370 $339,657,467 $356,333,299 $373,198,073
(Attachment 4) 5.14% 6.84% 7.55% 7.82% 7.43% 6.82% 6.49% 6.19% 5.91% 5.66%
5.14% 6.86% 7.60% 7.90% 7.52% 6.92% 6.60% 6.31% 6.04% 5.80%
5.14% 6.89% 7.65% 7.97% 7.61% 7.03% 6.72% 6.43% 6.17% 5.93%
(Attachment 4) 5.14% 6.91% 7.70% 8.05% 7.70% 7.13% 6.83% 6.55% 6.30% 6.07%
. $1 Strategic Facilities Fee equals $30,000 in annual funding, $65 new fee in FY 2008 and $95 new fee in FY 2009
Last Modified: 12/21/2006 3:42:00 PM
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REFERENCE — APPLICABLE STATUTE, RULE OR POLICY

F. Bonds and Other Indebtedness

1.

General Powers

The University of Idaho, Idaho State University, Lewis-Clark State College, and
Boise State University may, by a majority vote of all the members of the Board,
borrow money with or without the issuance of bonds pursuant to Chapter 38, Title
33, Idaho Code. The Board must act by formal resolution. Such indebtedness is not
an obligation of the state of ldaho but is an obligation solely of the respective
institutions and the respective board of trustees. Any indebtedness is to be used to
acquire a project, facility, or other asset that may be required by or be convenient for
the purposes of the institution. Student fees, rentals, charges for the use of the
projected facility, or other revenue may be pledged or otherwise encumbered to pay
the indebtedness. Refunding bonds also may be issued.

Eastern ldaho Technical College is not authorized to borrow money under Chapter
38, Title 33, Idaho Code.

Attorney General's Opinion

The Board or the institution may request the Attorney General of Idaho to review and
pass upon the validity of a proposed bond issue. If found valid, the bond is an
incontestable, binding obligation on the institution.

Private Sale

A private sale of bonds is permitted only with the prior approval of the Board as the
governing body of the institution. The chief executive officer of the institution must
justify why a public sale is not desirable and explain the benefits of a private sale of
bonds.

Responsibility of the Chief Executive Officer

The chief executive officer of the institution is responsible for compliance with state
law and these provisions when any indebtedness is incurred.
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5. Expenditure of Excess Revenue

Expenditure of project revenues over and above that pledged or otherwise
encumbered to meet the indebtedness is limited to expenditures for projects
identified in the bond’s Official Statement. Expenditure of excess revenue for other
projects requires prior Board approval. Expenditures between two hundred fifty
thousand dollars ($250,000) and five hundred thousand dollars ($500,000) require
prior approval from the executive director and expenditures greater than five
hundred thousand dollars ($500,000) require prior Board approval.
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REFERENCE — APPLICABLE STATUTE, RULE OR POLICY — continued

IDAHO STATUTES

TITLE 33
EDUCATION
CHAPTER 38
STATE INSTITUTIONS OF HIGHER EDUCATION BOND ACT

33-3804. POWERS AND DUTIES OF STATE INSTITUTIONS.

Every institution shall have power in its proper name as aforesaid:
(&) To have a corporate seal and alter the same at pleasure;
(b) To sue and be sued;

()

To acquire by purchase, gift or the exercise of the right of eminent domain and
hold and dispose of real or personal property or rights or interests therein and
water rights;

(d) To make contracts and to execute all instruments necessary or convenient;

(e)
(f)
(@)

(h)

(i)

To acquire any project or projects, and to own, operate, and maintain such
project;

To accept grants of money or materials or property of any kind from a federal
agency, upon such terms and conditions as such federal agency may impose;

To borrow money, with or without the issuance of bonds and to provide for the
payment of the same and for the rights of the holders of such bonds and/or of
any other instrument of such indebtedness, including the power to fix the
maximum rate of interest to be paid thereon and to warrant and indemnify the
validity and tax exempt character;

To perform all acts and do all things necessary or convenient to carry out the
powers herein granted, to obtain loans or grants or both from any federal agency,
and to accomplish the purposes of sections 33-3801--33-3813, Idaho Code, and
secure the benefits of the Recovery Act;

To issue refunding bonds, for the purpose of paying, redeeming, or refunding any
outstanding bonds theretofore issued under authority of this chapter. Refunding
bonds so issued shall have such details, shall bear such rate or rates of interest
and shall be otherwise issued and secured as provided by the board authorizing
the issuance of such bonds and as otherwise provided in this chapter, provided,
however, that such changes in the security and revenues pledged to the payment
thereof may be made by such board as may be provided by it in the proceedings
authorizing such bonds, but in no event shall such refunding bonds ever be
secured by revenues not authorized by this chapter to be pledged to the payment
of bonds issued for other than refunding purposes. Refunding bonds issued
hereunder may be exchanged for a like principal amount of the bonds to be
refunded, may be sold in the manner provided in this chapter for the sale of other
bonds, or may be exchanged in part and sold in part. If sold, the proceeds of
such bonds may be deposited in escrow for the payment of the bonds to be
refunded, provided such bonds mature or are callable for redemption under their
terms within six (6) months from the date of the delivery of the refunding bonds.

BAHR — SECTION lI TAB 2 Page 14



BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

No refunding bonds may be issued hereunder in a principal amount in excess of
the principal amount of the bonds to be refunded nor may any bonds not
maturing or callable for redemption under their terms as above provided be
refunded hereunder without the consent of the holders thereof. Refunding bonds
so authorized and issued may in the discretion of the board be combined with
other bonds to be authorized and issued under this chapter, and a single issue of
bonds may be so authorized in part for improvement and in part for refunding
purposes.

() In connection with borrowing without the issuance of bonds, to fix fees, rents or
other charges for utilization of any facility or project being financed by said
borrowing and to pledge the same, together with any other revenue from such
project or facility, as collateral for repayment of principal and interest in the same
manner and to the same extent as provided in this chapter for securing the
payment of bonds issued pursuant to this chapter.
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Attachment 5 - DRAFT
12/20/06

BoOISE STATE UNIVERSITY
$ GENERAL REVENUE AND REFUNDING BONDS,
SERIES 2007A

BOND PURCHASE AGREEMENT

January 8, 2007

Boise State University

Attn: Stacy Pearson, Vice President
for Finance and Administration

1910 University Drive

Boise, Idaho 83725

Ladies and Gentlemen:

The undersigned, Lehman Brothers Inc., as underwriter (the *“Underwriter’”), hereby
offers to enter into this Bond Purchase Agreement (the ““Purchase Agreement”) with Boise State
University (the ““University””), which, upon the acceptance by the University of this offer, shall
be in full force and effect in accordance with its terms and shall be binding upon the University
and the Underwriter.

This offer is made subject to your acceptance and approval on or before 5:00 p.m.
Mountain Time on the date hereof, and until so accepted will be subject to withdrawal by the
Underwriter upon notice delivered to the University by the Underwriter at any time prior to the
execution and acceptance hereof by the University. Terms not otherwise defined herein shall
have the same meanings as are set forth in the hereinafter defined Resolution.

ARTICLE |

Section 1.1.  Purchase and Sale. Upon the terms and conditions and upon the basis of
the representations, warranties and covenants herein set forth, the Underwriter hereby agrees to
purchase from the University, and the University hereby agrees to sell to the Underwriter, all, but
not less than all, of the University’s General Revenue and Refunding Bonds, Series 2007A (the
“Bonds™), for a purchase price equal to $ , representing the principal amount of the
Bonds, plus net original issue premium of $ , less Underwriter’s discount of $

Section 1.2. The Bonds. The Bonds are being issued to (i) finance the costs of the
acquisition and construction of a student health, wellness, counseling, and nursing building and
the expansion and renovation of the Student Union Building; (ii) refund certain outstanding
University bonds; and (iii) pay costs of issuance of the Bonds.

02e FIN JANO7 BSU Bonds Resolution.doc
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The Bonds shall be dated as of their date of delivery, bear interest at the rates and mature
in the amounts and on the dates set forth in SCHEDULE | hereto, and shall be subject to
redemption prior to maturity as provided in the Resolution. The Bonds shall be issued pursuant
to the resolution authorizing the issuance and sale of Student Union and Housing System
Refunding and Improvement Revenue Bonds, Series 1992, adopted September 17, 1992, as
previously supplemented and amended (the “Master Resolution’), and as further supplemented
by a Supplemental Resolution adopted January 8, 2007 (the ““Supplemental Resolution” and,
together with the Master Resolution, the “Resolution”) by the Board of Trustees of the
University (the “Board”), substantially in the form heretofore delivered to the Underwriter, with
only such changes therein as shall be mutually agreed upon between us.

The Bonds will be payable from and secured by a pledge of certain revenues of the
University (as defined in the Resolution, the “Pledged Revenues™), on a parity with all bonds
now outstanding under the Resolution (collectively, the “Outstanding Parity Bonds™) and any
additional bonds hereafter issued under the Resolution.

The Bonds shall be insured under a municipal bond insurance policy (the “Insurance
Policy™) to be issued by (the ““Bond Insurer’”), concurrently with the issuance of
the Bonds.

Section 1.3.  Official Statement; Continuing Disclosure. (a) The Bonds shall be offered
pursuant to an Official Statement of even date herewith (which, together with the cover page and
all appendices thereto, and with such changes therein and supplements thereto which are
consented to in writing by the Underwriter is herein called the ““Official Statement”).

(b)  Concurrently with the University’s execution hereof, the University shall deliver or
cause to be delivered to the Underwriter one copy of the Official Statement, substantially in the
same form as the Preliminary Official Statement dated January 2, 2007 (the ““Preliminary
Official Statement™) with only such changes therein as shall have been accepted by the
Underwriter, signed on behalf of the University by its Vice President for Finance and
Administration. The University has previously deemed the Official Statement “final” as of its
date for purposes of paragraph (b)(1) of Rule 15¢2-12 of the Securities and Exchange
Commission (“Rule 15¢2-127"), and the University hereby authorizes the use of the Official
Statement by the Underwriter in connection with the public offering and sale of the Bonds. The
University agrees to provide to the Underwriter, on or prior to the Closing Date, and in any event
not later than seven business days after the date hereof, sufficient copies of the Official
Statement to enable the Underwriter to comply with the requirements of Rule 15¢2-12 and
Rule G-32 of the Municipal Securities Rulemaking Board.

(c) If at any time prior to 25 days after the “end of the underwriting period” (as defined
below), any event shall occur of which the University has knowledge which might or would
cause the Official Statement to contain any untrue statement of a material fact or omit to state
any material fact necessary in order to make the statements therein, in light of the circumstances
under which they were made, not misleading, the University shall notify the Underwriter, and if,
in the opinion of the Underwriter, such event requires the preparation and publication of a
supplement or amendment to the Official Statement, the University will (i) supplement or amend
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the Official Statement in a form and in a manner approved by the Underwriter and (ii) provide
the Underwriter with such certificates and legal opinions as shall be requested by the
Underwriter in order to evidence the accuracy and completeness of the Official Statement as so
supplemented or amended. If the Official Statement is so supplemented or amended prior to the
Closing (defined below), such approval by the Underwriter of a supplement or amendment to the
Official Statement shall not preclude the Underwriter from thereafter terminating this Purchase
Agreement, and if the Official Statement is so amended or supplemented subsequent to the date
hereof and prior to the Closing, the Underwriter may terminate this Purchase Agreement by
written notification delivered to the University by the Underwriter at any time prior to the
Closing if, in the judgment of the Underwriter, such amendment or supplement has or will have a
material adverse effect on the marketability of the Bonds.

(d) For purposes of this Purchase Agreement, the “end of the underwriting period” shall
mean the day of the Closing, or, if the University has been notified in writing by the Underwriter
on or prior to the date of the Closing that the “end of the underwriting period” within the
meaning of Rule 15¢2-12 will not occur on the date of the Closing, such later date on which the
“end of the underwriting period” within such meaning has occurred. In the event that the
University has been given notice pursuant to the preceding sentence that the “end of the
underwriting period” will not occur on the date of the Closing, the Underwriter agrees to notify
the University in writing of the date it does occur as soon as practicable following the “end of the
underwriting period” for all purposes of Rule 15c2-12; provided, however, that if the
Underwriter has not otherwise so notified the University of the “end of the underwriting period”
by the 90th day after the Closing, then the “end of the underwriting period” shall be deemed to
occur on such 90th day unless otherwise agreed to by the University.

(e) In order to enable the Underwriter to comply with the requirements of paragraph
(b)(5) of Rule 15¢2-12 in connection with the offering of the Bonds, the University covenants
and agrees with the Underwriter that it will execute and deliver a Continuing Disclosure
Undertaking with respect to the Bonds in substantially the form attached as APPENDIX E to the
Preliminary Official Statement (the “Continuing Disclosure Undertaking™) on or before the
Closing Date.

Section 1.4.  Public Offering. The Underwriter agrees to make an initial public offering
of all the Bonds at the public offering prices set forth on the cover page of the Official Statement.

Section 1.5.  Closing. The “Closing Date” shall be February 8, 2007, or such other date
as the University and the Underwriter shall mutually agree upon. The delivery of and payment
for the Bonds and the other actions described in Sections 1.5 and 3.1 of this Purchase Agreement
are referred to herein as the “Closing”. The Closing shall take place at the offices of Chapman
and Cutler LLP in Salt Lake City, Utah. On the Closing Date, the University will deliver the
Bonds or cause the Bonds to be delivered to or for the account of The Depository Trust
Company (““DTC™), duly executed and authenticated. The University will also deliver to the
Underwriter at the Closing the other documents described below and, subject to the terms and
conditions hereof, the Underwriter will accept such delivery and pay the purchase price of the
Bonds as set forth in Paragraph 1.1 hereof in federal funds payable to the order of the University.
The Bonds will be registered in the name of Cede & Co., as nominee of DTC.
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ARTICLE Il

REPRESENTATIONS AND WARRANTIES OF THE UNIVERSITY

To induce the Underwriter to enter into this Purchase Agreement, the University
represents and warrants to the Underwriter as follows:

Section 2.1.  The University has been duly organized and is validly existing under the
Constitution and laws of the State of Idaho and has all power and authority to consummate the
transactions contemplated by this Purchase Agreement and the Official Statement, including the
execution, delivery and approval of all documents and agreements referred to herein or therein.

Section 2.2. The execution and delivery of the Resolution, the approval by the
University of this Purchase Agreement and the Bonds, and the application of the proceeds of the
Bonds for the purposes described in the Official Statement do not and will not conflict with or
result in the breach of any of the terms, conditions or provisions of, or constitute a default under,
any existing law, court or administrative regulation, decree or order, or any other agreement,
resolution, mortgage, lease or instrument by which the University or any of its respective
property is or may be bound.

Section 2.3.  The University has duly authorized all necessary action to be taken by it for
the issuance and sale of the Bonds by the University upon the terms and conditions set forth
herein and in the Official Statement and the Resolution.

Section 2.4.  Except as disclosed in the Official Statement, there is no action, suit,
proceeding, inquiry or investigation at law or in equity or before or by any court or
administrative body pending or, to the knowledge of the University, threatened against or
affecting the University, or to the knowledge of the University, any meritorious basis therefor,
wherein an unfavorable decision, ruling or finding would have a material adverse effect on the
financial condition of the University or the transactions contemplated by this Purchase
Agreement and the Official Statement, or would have an adverse effect on the validity or
enforceability of the Bonds, the Resolution or any agreement or instrument by which the
University is or may be bound, or would in any way adversely affect the existence or powers of
the University, or would in any way adversely affect the tax-exempt status of interest on the
Bonds.

Section 2.5.  The University is not in breach of or in default under any existing law, court
or administrative regulation, decree or order, or any other agreement, resolution, mortgage, lease,
sublease or other instrument to which the University is a party or by which it or its property is or
may be bound, and no event has occurred or is continuing which, with the passage of time or the
giving of notice, or both, would constitute a default or an event of default thereunder, in either
case in any manner or to such extent as could have a material adverse effect on the financial
condition of the University or the transactions contemplated by this Purchase Agreement and the
Official Statement, or would have an adverse effect on the validity or enforceability in
accordance with their respective terms of the Bonds or the Resolution, or would in any way
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adversely affect the existence or powers of the University, or would in any way adversely affect
the tax-exempt status of interest on the Bonds.

Section 2.6.  The audited financial statements of the University as of June 30, 2006, and
for the fiscal year then ended are a fair presentation of the financial position of the University,
the results of the University’s operations, and the University’s changes in its net assets for the
periods specified as of the dates indicated.

Except as described in the Preliminary Official Statement, since June 30, 2006, there has
been no material adverse change in the condition, financial or otherwise, of the University from
that set forth in the audited financial statements as of and for the period ended that date; and
except as described in the Preliminary Official Statement, the University, since June 30, 2006,
has not incurred any material liabilities, directly or indirectly, except in the ordinary course of
the University’s operations.

Section 2.7.  Each representation, warranty or agreement stated in any certificate signed
by any officer of the University and delivered to the Underwriter at or before the Closing shall
constitute a representation, warranty or agreement by the University upon which the Underwriter
shall be entitled to rely.

ARTICLE I

CLOSING CONDITIONS

Section 3.1.  The Underwriter has entered into this Purchase Agreement in reliance upon
the representations and warranties herein and the performance by the University of its
obligations hereunder, both as of the date hereof and as of the Closing Date. The Underwriter’s
obligations under this Purchase Agreement are and shall be subject to the following conditions:

(@  The representations and warranties of the University contained herein
shall be true, complete and correct in all material respects at the date hereof and on the
Closing Date, as if made on the Closing Date. At the time of Closing (i) the Official
Statement, the Resolution and this Purchase Agreement shall be in full force and effect
and shall not have been amended, modified or supplemented, except as therein permitted
or as may have been agreed to in writing by the Underwriter, and (ii) the proceeds of sale
of the Bonds shall be paid to the Trustee of the Bonds for deposit or use as described in
the Official Statement. On the Closing Date, no “Event of Default” shall have occurred
or be existing under the Resolution nor shall any event have occurred which, with the
passage of time or the giving of notice, or both, shall constitute an Event of Default under
the Resolution, nor shall the University be in default in the payment of principal of or
interest on any of its obligations for borrowed money.

(c)  The Underwriter shall have the right to terminate this Purchase Agreement
by written notification delivered to the University by the Underwriter, if at any time on or
prior to the Closing Date: (i) the Official Statement shall have been amended, modified
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or supplemented without the consent of the Underwriter; (ii) any event shall occur which
makes untrue any statement of a material fact in the Official Statement or makes an
omission of a fact that should be included in the Official Statement in order to make the
statements in the Official Statement, in light of the circumstances under which they were
made, not misleading; (iii) any legislation, ordinance, rule or regulation shall be
introduced in, or be enacted by any governmental body, department or agency of the
State of Idaho (the “State’”), or a decision by any court of competent jurisdiction within
the State shall be rendered which materially adversely affects the market price of the
Bonds; (iv) a stop order, ruling, regulation or official statement by, or on behalf of, the
Securities and Exchange Commission or any other governmental agency having
jurisdiction of the subject matter shall be issued or made to the effect that the issuance,
offering or sale of obligations of the general character of the Bonds, or the issuance,
offering or sale of the Bonds, including all underlying obligations, as contemplated
hereby or by the Official Statement, is in violation or would be in violation of any
provision of the federal securities laws, including the Securities Act of 1933, as amended
and as then in effect (the ““Securities Act™), or that the Resolution needs to be qualified
under the Trust Resolution Act of 1939, as amended and as then in effect (the “Trust
Resolution Act™); (v) legislation shall be enacted by the Congress of the United States of
America, or a decision by a court of the United States of America shall be rendered, to
the effect that the Bonds or obligations of the general character of the Bonds are not
exempt from registration under the Securities Act, or that the Resolution is not exempt
from qualification under the Trust Resolution Act; (vi) legislation shall have been passed
by or introduced in the Congress of the United States or recommended to the Congress
for passage by the President of the United States or the United States Department of the
Treasury or the Internal Revenue Service or any member of the United States Congress,
or the State Legislature, or a decision shall have been rendered by a court of the United
States or of the State or by the Tax Court of the United States, or a ruling or an official
statement (including a press release) or proposal shall have been made or a regulation
shall have been proposed or made by or on behalf of the Treasury Department of the
United States or the Internal Revenue Service or other federal or State authority, with
respect to federal or State taxation upon revenues or other income of the general character
to be derived by the University pursuant to the Resolution, or upon interest on obligations
of the general character of the Bonds, or, with respect to State taxation of the interest on
the Bonds as described in the Official Statement, or other action or events shall have
transpired which may have the purpose or effect, directly or indirectly, of changing the
federal income tax consequences or State income tax consequences of any of the
transactions contemplated in connection herewith, or any other action or events shall
have occurred which, in the judgment of the Underwriter, materially adversely affect the
market for the Bonds or the market price generally of obligations of the general character
of the Bonds; (vii) additional material restrictions not in force as of the date hereof shall
have been imposed upon trading in securities generally by any governmental authority or
by any national securities exchange; (viii) a general banking moratorium shall have been
established by federal, State or New York authorities; (ix) the United States shall have
become engaged in hostilities which have resulted in a declaration of war or a national
emergency or there shall have occurred any other outbreak or escalation of hostilities or
mobilization in anticipation thereof, any terrorist activities, or a national or international
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calamity or crisis, financial or otherwise, the effect of which on the financial markets of
the United States would, in the reasonable opinion of the Underwriter, affect materially
or adversely the ability of the Underwriter to market the Bonds; (x) any rating of the
Bonds shall have been downgraded or withdrawn by a national rating service; or (xi) any
action, suit or proceeding described in Section 2.4 or 3.1(d)(4) shall have been
commenced; and

(d) At or prior to the Closing for the Bonds, the Underwriter shall receive the
following documents:

(1) The approving opinion of Chapman and Cutler LLP (““Bond
Counsel”), dated the date of Closing, in substantially the form included as
APPENDIX F to the Official Statement;

(2)  The opinion of Chapman and Cutler LLP, as Disclosure Counsel,
dated the date of Closing and addressed to the Underwriter, in substantially the
form attached hereto as Exhibit A;

(3) The opinion of Kevin D. Satterlee, counsel to the University, in
substantially the form attached hereto as Exhibit B;

(4) The University’s certificate or certificates signed by its
Vice-President for Finance and Administration dated the date of the Closing to the
effect that (A) no litigation is pending or, to its knowledge, threatened: (i) to
restrain or enjoin the collection of Pledge Revenues under the Resolution; (ii) in
any way contesting or affecting any authority for the issuance of the Bonds, the
validity of the Bonds, the Resolution, this Purchase Agreement or the exemption
from federal income taxation of interest on the Bonds; or (iii) in any way
contesting the powers or operation of the University; (B)to the best of her
knowledge, the descriptions and information contained in the Official Statement
relating to the University and its operational and financial and other affairs and
the application of the proceeds of sale of the Bonds are correct in all material
respects, as of the date of the Official Statement and as of the date of Closing;
(C) such descriptions and information, as of the date of the Official Statement, did
not, and, as of the date of Closing, do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or
necessary to make the statements made therein, in light of the circumstances
under which they were made, not misleading; (D) at the time of the Closing, no
default or event of default has occurred and is continuing which, with the lapse of
time or the giving of notice, or both, would constitute a default or an event of
default under the Resolution, this Purchase Agreement or any other material
agreement or material instrument to which the University is a party or by which it
is or may be bound or to which any of its property or other assets is or may be
subject; (E) the Resolution of the University authorizing or approving the
execution of this Purchase Agreement, the Continuing Disclosure Undertaking,
the Escrow Agreement between the University and U.S. Bank National
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Association, as escrow agent (the “Escrow Agreement’), the Official Statement,
and the form of the Bonds has been duly adopted by the University and has not
been modified, amended or repealed; (F) no event affecting the University has
occurred since the date of the Official Statement that either makes untrue, as of
the date of Closing, any statement or information relating to the same and
contained in the Official Statement or that should be disclosed therein in order to
make the statements and information therein, in light of the circumstances under
which they were made, not misleading; and (G) the representations of the
University herein are true and correct in all material respects as of the date of
Closing;

(5)  Escrow verification report issued by The Arbitrage Group, Inc (the
“Verifier”);

(6) A copy of the transcript of all proceedings of the University,
including the Supplemental Resolution, relating to the authorization and issuance
of the Bonds, certified by appropriate officials of the University;

(7) A certificate of the University relating to matters affecting the
tax-exempt status of interest on the Bonds, including the use of proceeds of sale
of the Bonds and matters relating to arbitrage rebate pursuant to Section 148 of
the Code and the applicable regulations thereunder, in form and substance
satisfactory to Bond Counsel,

(8)  Satisfactory evidence that the Bonds are rated “Aaa” by Moody’s
Investors Service, Inc. (““Moody’s), and “AAA” by Standard & Poor’s (*“S&P”),
based on the issuance of the Insurance Policy, and that the Bonds are rated *__”
and “__” by Moody’s and S&P, respectively, without regard to the Insurance
Policy;

(9) Copies of the Official Statement related to the Bonds executed on
behalf of the University;

(10)  An executed counterpart of the Continuing Disclosure
Undertaking;

(11)  Anexecuted counterpart of the Escrow Agreement;
(12) A specimen Bond;

(13) A copy of the executed Information Return for Tax-Exempt
Governmental Bond Issues, Form 8038-G, and evidence of filing thereof;

(14)  Evidence that a copy of the Official Statement has been filed with
the Treasurer of the State of Idaho, pursuant to Idaho Code Section 67-1222;
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(15) Evidence satisfactory to the Underwriter that the Insurance Policy
for the Bonds has been issued by the Bond Insurer in substantially the form set
forth as APPENDIX G to the Official Statement;

(16) A favorable opinion of counsel to, and certificates of, the Bond
Insurer, satisfactory in form and substance to the Underwriter, dated the date of
the Closing and addressed to the Underwriter, as to the power and authority of the
Bond Insurer to deliver the Insurance Policy, the validity and enforceability of the
Insurance Policy, the accuracy and completeness of the information with respect
to the Bond Insurer and the Insurance Policy contained in the Official Statement
under the caption “Bond Insurance,” and as to such other matters as the
Underwriter may reasonably request;

(17)  Consents of the insurers of all bonds outstanding under the
Resolution to the Amendments; and

(18) Such additional legal opinions, certificates, proceedings,
instruments and other documents as the Underwriter or Bond Counsel may
reasonably request.

If the University shall be unable to satisfy the conditions contained in this Purchase
Agreement, or if the obligations of the Underwriter shall be terminated for any reason permitted
by this Purchase Agreement, this Purchase Agreement shall terminate and neither the
Underwriter nor the University shall be under further obligation hereunder, except as further set
forth in Article IV hereof. However, the Underwriter may, in its sole discretion, waive one or
more of the conditions imposed by this Purchase Agreement and proceed with the Closing.
Acceptance of the Bonds and payment therefor by the Underwriter shall be deemed a waiver of
noncompliance with any of the conditions herein.

ARTICLE IV

FEES AND EXPENSES

All expenses and costs of the University incident to the performance of its obligations in
connection with the authorization, issuance and sale of the Bonds to the Underwriter, including
the costs of printing of the Bonds; advertising costs; the costs of posting, printing, duplicating
and mailing the Preliminary Official Statement and the Official Statement; the fees of
consultants, the rating agencies, and the Verifier; the cost of obtaining the Insurance Policy; the
initial fee of the Trustee in connection with the issuance of the Bonds; the fees of the Escrow
Agent; and the fees and expenses of Bond Counsel, Disclosure Counsel, and counsel for the
University, shall be paid out of funds made available by the University. All out-of-pocket
expenses of the Underwriter (except for any expenses of the University advanced by the
Underwriter for which the Underwriter will be reimbursed by the University), including
advertising expenses in connection with the public offering of the Bonds, travel and other
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expenses, and the fees and expenses of any counsel employed by it, shall be paid by the
Underwriter.

ARTICLE V

GENERAL PROVISIONS

Section 5.1.  Notices. Any notice or other communication to be given to the University
under this Purchase Agreement may be given by delivering the same in writing to the
University’s address set forth above, and any such notice or other communication to be given to
the Underwriter may be given by delivering the same in writing to Lehman Brothers Inc.,
701 Fifth Avenue, Suite 7101, Seattle, Washington 98104.

Section 5.1.  Entire Agreement. This Purchase Agreement, when executed by the
University, shall constitute the entire agreement between the University and the Underwriter, and
is made solely for the benefit of the University and the Underwriter (including the successors or
assigns of the Underwriter). No other person shall acquire or have any right hereunder by virtue
hereof.

Section 5.2.  No Recourse. No recourse shall be had for any claim based on this
Purchase Agreement, or any Resolution, certificate, document or instrument delivered pursuant
hereto, against any member, officer or employee, past, present or future, of the University or of
any successor body of the University.

Section 5.3.  Execution in Counterparts. This Purchase Agreement may be executed in
any number of counterparts, all of which, taken together, shall be one and the same instrument,
and any parties hereto may execute this Purchase Agreement by signing any such counterpart.

Section 5.4.  Severability. The invalidity or unenforceability of any provision hereof as
to any one or more jurisdictions shall not affect the validity or enforceability of the balance of
this Purchase Agreement as to such jurisdiction or jurisdictions, or affect in any way such
validity or enforceability as to any other jurisdiction.

Section 5.5.  Waiver or Modification. No waiver or modification of any one or more of
the terms and conditions of this Purchase Agreement shall be valid unless in writing and signed
by the party or parties making such waiver or agreeing to such modification.

Section 5.6.  Governing Law. This Purchase Agreement shall be governed by and
construed in accordance with the laws of the State of Idaho.

Section 5.7.  Effective Date. This Purchase Agreement shall become effective upon its
execution by the Underwriter and the acceptance and approval hereof by the University.
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LEHMAN BROTHERS INC.

By

Richard B. King
Senior Vice President

ACCEPTED:

BoOISE STATE UNIVERSITY

By

Stacy Pearson
Vice President of Finance and
Administration
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SCHEDULE |

$ BOISE STATE UNIVERSITY
GENERAL REVENUE AND REFUNDING BONDS, SERIES 2007A

Interest on the Bonds is payable on October 1, 2007, and semiannually on each April 1
and October 1 thereafter. Principal on the Bonds is payable on the dates, and the Bonds will bear
interest at the rates, set forth below:

APRIL 1 PRINCIPAL INTEREST PRICE OR
OF THE YEAR AMOUNT RATE YIELD

$ % %

Schedule I-1
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ExXHIBIT A

OPINION OF CHAPMAN AND CUTLER LLP,
AS DISCLOSURE COUNSEL

[To BE DATE CLOSING DATE]

Lehman Brothers Inc.
701 Fifth Avenue, Suite 7101
Seattle, Washington 98104

Re: $
Boise State University
General Revenue and Refunding Bonds,
Series 2007A

Ladies and Gentlemen:

We have acted as disclosure counsel in connection with the purchase by Lehman
Brothers Inc. (the “Underwriter””) of $ aggregate principal amount of General
Revenue and Refunding Bonds, Series 2007A (the ““Bonds”) issued on this date by Boise State
University (the “University””). The Bonds are being issued pursuant to the terms of the
resolution authorizing the issuance and sale of Student Union and Housing System Refunding
and Improvement Revenue Bonds, Series 1992, adopted September 17, 1992, as previously
supplemented and amended (the ““Master Resolution™), and as further supplemented by a
Supplemental Resolution adopted January 8, 2007 (the *“Supplemental Resolution” and,
collectively with the Master Resolution, the *““Resolution”). Capitalized terms used herein
without definition shall have the meanings specified in the Official Statement dated January 8,
2007, relating to the Bonds (the *“Official Statement””).

Based upon our examination of such documents and questions of law as we have deemed
relevant in connection with the offering and sale of the Bonds under the circumstances described
in the Official Statement, we are of the opinion that, under existing law, the Bonds are not
required to be registered under the Securities Act of 1933, as amended, and the Resolution is not
required to be qualified under the Trust Indenture Act of 1939, as amended.

We have rendered legal advice and assistance to the University as to the requirements of
Rule 15c2-12 prescribed under the Securities Exchange Act of 1934, as amended (the “Rule™),
in connection with the preparation of its Continuing Disclosure Undertaking dated as of the date
hereof (the *““Undertaking’) for purposes of the Rule. Based upon our examination of the
Undertaking, the Rule and such other documents and matters of law as we have considered

A-1

Purchase Agreement



necessary, we are of the opinion that, under existing law, the Undertaking complies in all
material respects with the applicable requirements of the Rule; provided, however, no view is
expressed regarding the items comprising Annual Financial Information (as defined in the
Undertaking).

We have rendered assistance to the University in connection with, and have participated
in the preparation of, the Official Statement and certain other matters related to the subject
financing. Rendering such assistance involved, among other things, discussions and inquiries
concerning various legal and related subjects and a limited review of certain documents, opinions
and certificates of officers of the University and other appropriate persons. We also participated
in telephone conferences with your representatives and other persons involved in the preparation
of information for the Official Statement, during which the contents of the Official Statement
and related matters were discussed and revised. The purpose of our professional engagement
was not to establish or confirm factual matters set forth in the Official Statement, and we have
not undertaken any obligation to verify independently any of the factual matters set forth therein.
Moreover, many of the determinations required to be made in the preparation of the Official
Statement involve matters of a non-legal nature. While we are not passing upon, and do not
assume responsibility for, the accuracy, completeness or fairness of the statements contained in
the Official Statement, based upon our limited review of documents and participation in
conferences as aforesaid, without independent verification, no facts have come to our attention
which lead us to believe that the Official Statement (apart from (i) the information relating to
The Depository Trust Company and its book-entry only system, (ii) the information relating to

contained or incorporated in the Official Statement under the caption, “BOND
INSURANCE,” and (iii) the financial statements or other financial, operating, statistical or
accounting data contained therein, as to all of which we do not express any opinion or belief)
contained as of its date or contains as of the date hereof any untrue statement of a material fact or
omitted or omits to state a material fact necessary in order to make the statements made therein,
in the light of the circumstances under which they were made, not misleading.

This letter is solely for the benefit of the Underwriter. No attorney-client relationship has
existed or exists between our firm and the Underwriter in connection with the Bonds or by virtue
of this letter. This opinion is given as of the date hereof and we assume no obligation to revise
or supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention or any changes in law that may hereafter occur.

Respectfully submitted,
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ExHIBITB

OPINION OF COUNSEL TO BOISE STATE UNIVERSITY

[To BE DATE CLOSING DATE]

Boise State University
1910 University Drive
Boise, Idaho 83725

Chapman and Cutler LLP
201 South Main Street, Suite 2000
Salt Lake City, Utah 84111

Lehman Brothers Inc.
701 Fifth Avenue, Suite 7101
Seattle, Washington 98104

Re: $
Boise State University
General Revenue and Refunding Bonds,
Series 2007A

Ladies and Gentlemen:

As counsel to Boise State University (the “University”), | have reviewed certain
documents in connection with the issuance and sale by the University of the above-captioned
bonds (the ““Bonds”), including the Resolution of the Board of Trustees of the University (the
“Board”) adopted on September 17, 1992 (the “Original Resolution™), as supplemented by the
Supplemental Resolution of the Board dated September 9, 1993, the Supplemental Resolution of
the Board adopted March 20, 1998, the Supplemental Resolution of the Board adopted
January 22, 2002, the Supplemental Resolution of the Board adopted January 21, 2003, the
Supplemental Resolution of the Board adopted February 5, 2004, the Supplemental Resolution of
the Board adopted April 21, 2005, and the Supplemental Resolution of the Board adopted
January 8, 2007, authorizing the issuance and sale of the Bonds (the ““Supplemental Resolution,”
and, together with the Original Resolution as previously supplemented, the *““Resolution’), the
Preliminary Official Statement dated January 12, 2007, and the Official Statement dated
January 8, 2007, (the “Official Statement™), the Escrow Agreement, dated February 8, 2007,
between the University and U.S. Bank National Association, as escrow agent (the “Escrow
Agreement”), the hereinafter defined Purchase Agreement, the Continuing Disclosure
Undertaking with respect to the Bonds (the ““Continuing Disclosure Undertaking’), and such
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other documents as | deemed necessary to render this opinion. Capitalized terms used but not
defined in this opinion have the meaning assigned to such terms in the Resolution. This opinion
is rendered pursuant to the Bond Purchase Agreement dated January 8, 2007, between the
University and Lehman Brothers Inc. (the ““Purchase Agreement™).

Based upon my examination, it is my opinion that:

1.  The University is an institution of higher education and a body politic of
the State of Idaho, duly and validly created and existing pursuant to the laws of the State
of ldaho, with full legal right, power, and authority (i) to issue bonds of the University
pursuant to the Resolution; (ii) to adopt the Resolution; (iii) to enter into the Purchase
Agreement, the Escrow Agreement, and the Continuing Disclosure Undertaking; (iv) to
pledge the Pledged Revenues (as defined in the Resolution) to secure the payment of the
principal of and interest on the Bonds; and (v) to carry out and consummate the
transactions contemplated by the Resolution, the Purchase Agreement, the Escrow
Agreement, and the Continuing Disclosure Undertaking.

2. The meeting of the Board on January 8, 2007, at which the Supplemental
Resolution was duly adopted by the Board, was called and held pursuant to law, all
public notices required by law were given, and the actions taken at the meeting, insofar as
such actions relate to the Series 2007A Bonds, were legally and validly taken.

3. The adoption of the Resolution by the Board, the execution and delivery
of the Purchase Agreement, the Escrow Agreement, and the Continuing Disclosure
Undertaking, and the performance by the University of the transactions contemplated
thereby will not conflict with or constitute a breach of, or default under, any commitment,
note, agreement or other instrument to which the University is a party or by which it or
any of its property is bound, or any provision of the Idaho Constitution or laws or any
existing law, rule, regulation, ordinance, judgment, order or decree to which the
University or the Board is subject.

4. Based upon conferences with, and representations of officials of, the
University, the statements in the Official Statement under the captions, “INTRODUCTION—
Boise State University,” “SECURITY FOR THE SERIES 2007A BONDS,” “THE UNIVERSITY,”
and “LITIGATION,” and in “APPENDIX B-SCHEDULE OF STUDENT FEES,” are true and
correct in all material respects and do not contain an untrue statement or omission of a
material fact, it being understood that, in rendering this opinion, I am not expressing an
opinion with respect to financial, statistical or operating data contained under these
captions of the Official Statement.

5. Except as described in the Official Statement, there is no action, suit,
proceeding, official inquiry or investigation, at law or in equity, pending which
(i) questions the existence or powers of the Board or the University or the title to office of
any present official of the University; (ii) seeks to prohibit, restrain or enjoin the sale,
issuance or delivery of any of the Bonds or the execution and delivery of the Purchase
Agreement, the Escrow Agreement, or the Continuing Disclosure Undertaking; (iii)

B-2

Purchase Agreement



affects the collection of the Pledged Revenues pledged or to be pledged to pay the
principal of and interest on the Bonds, or the pledge of the revenues and other funds and
accounts under the Resolution; (iv) contests the completeness or accuracy of the Official
Statement; or (v) contests any authority for the issuance of the Bonds, and the adoption of
the Resolution, or the execution and delivery of the Purchase Agreement, the Escrow
Agreement, and the Continuing Disclosure Undertaking, or the validity of any
proceedings taken by the University in connection with the issuance or sale of the Bonds.

Very truly yours,

Kevin D. Satterlee
University Counsel
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SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION authorizing the issuance and sale of
$ General Revenue and Refunding Bonds, Series 2007A
of Boise State University; authorizing the execution and delivery
of a Bond Purchase Agreement, an Escrow Agreement, and a
Continuing Disclosure Undertaking; and providing for other
matters relating to the authorization, issuance, sale and payment of
the Series 2007A Bonds.

* * * * * *

WHEREAS, Boise State University (the “University”) is a state institution of higher
education and body politic and corporate organized and existing under and pursuant to the
Constitution and laws of the State of Idaho; and

WHEREAS, the State Board of Education and Board of Regents of the University of
Idaho, acting in its capacity as the Board of Trustees of the University (the “Board), is
authorized, pursuant to Title 33, Chapter 38, Idaho Code, to issue bonds for “projects”, as
defined in such act; and

WHEREAS, on September 17, 1992, the Board adopted a resolution authorizing the
issuance and sale of Student Union and Housing System Refunding and Improvement Revenue
Bonds, Series 1992 and providing for the issuance of Additional Bonds for future projects or
refunding purposes (the “Original Resolution” and, as supplemented and amended, the
“Resolution’); and

WHEREAS, the University has previously issued its Student Fee Refunding and
Improvement Revenue Bonds, Series 1998 (the ““Series 1998 Bonds™), Student Building Fee
Revenue Bonds, Series 2001 (the “Series 2001 Bonds’’), and Student Union and Housing System
Refunding Revenue Bonds, Series 2002 (the ““Series 2002 Bonds™ and, together with the Series
1998 Bonds and the Series 2001 Bonds the “Prior Bonds™); and

WHEREAS, the Board has determined to issue its General Revenue and Refunding Bonds,
Series 2007A (the **Series 2007A Bonds™) pursuant to Title 33, Chapter 38, Idaho Code, and
Title 57, Chapter 5, Idaho Code (collectively, the ““Act™), and the Resolution, to (i) finance the
costs of the acquisition and construction of a student health, wellness, counseling, and nursing
building and the expansion and renovation of the Student Union Building (collectively, the
“Series 2007A Projects™), (ii) refund a portion of the Prior Bonds, and (iii) pay costs of issuance
of the Series 2007A Bonds; and

WHEREAS, in satisfaction of Section 33-3805 of the Act, the Board has determined that

the Series 2007A Projects are necessary for the proper operation of the University and are
economically feasible;
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NOw, THEREFORE, BE IT RESOLVED BY THE BOARD OF TRUSTEES OF BOISE STATE
UNIVERSITY AS FOLLOWS:

ARTICLE |
DEFINITIONS

Section 101.  Definitions. (a) Certain terms are defined in the preambles hereto. Except
as provided in the preambles and subparagraph (b) of this Section, all capitalized terms
contained in this Supplemental Resolution shall have the same meanings as set forth in the
Resolution.

(b) As used in this Supplemental Resolution, unless the context shall otherwise
require, the following terms shall have the following meanings:

“Bond Purchase Agreement” means the Bond Purchase Agreement dated January 8,
2007, between the Board and the Underwriter, pursuant to which the Series 2007A Bonds are to
be sold.

“Bond Register” means the registration records of the University, maintained by the
Trustee, on which shall appear the names and addresses of the Registered Owners of the Series
2007A Bonds.

“Book-Entry System” means the book-entry system of registration of the Series 2007A
Bonds described in Section 210 of this Supplemental Resolution.

“Cede & Co.” means Cede & Co., as nominee of DTC.

“Continuing Disclosure Undertaking” means the Continuing Disclosure Undertaking
with respect to the Series 2007A Bonds, authorized by Section 205 of this Supplemental
Resolution.

“DTC” means The Depository Trust Company, New York, New York.

“DTC Participants” means those financial institutions for whom the Securities
Depository effects book-entry transfers and pledges of securities deposited with the Securities

Depository.

“Escrow Account” means the account created under the Escrow Agreement for the
refunding of the Refunded Bonds.

“Escrow Agent” means U.S. Bank National Association, as escrow agent under the
Escrow Agreement.
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“Escrow Agreement” means the Escrow Agreement dated as of the date of delivery of
the Series 2007A Bonds, between the University and the Escrow Agent, providing for the
refunding of the Refunded Bonds.

“Refunded Bonds™ means the Prior Bonds to be refunded by the Series 2007A Bonds, as
more particularly defined in the Escrow Agreement.

“Representation Letter”” means the Blanket Representations Letter from the University to
DTC dated June 18, 1999.

“Resolution” means the resolution adopted by the Board on September 17, 1992,
authorizing the issuance and sale of Student Union and Housing System Revenue Bonds, as
previously amended and supplemented, and as further amended and supplemented by this
Supplemental Resolution.

““Securities Depository”” means DTC or any successor Securities Depository appointed
pursuant to Section 211.

“Series 1998 Supplemental Resolution” means the Supplemental Resolution adopted by
the Board on March 20, 1998.

“Series 2002 Supplemental Resolution™ the Supplemental Resolution adopted by the
Board on January 22, 2002.

““Series 2004A Supplemental Resolution’ means the Supplemental Resolution adopted by
the Board on February 5, 2004.

““Series 2005A Supplemental Resolution” means the Supplemental Resolution adopted by
the Board on April 21, 2005.

““Series 2007A Bondholder” means the holder of any Series 2007A Bond.

“Series 2007A Bonds” means the $ aggregate principal amount of the
University’s General Revenue and Refunding Bonds, Series 2007A authorized by this
Supplemental Resolution.

“Series 2007A Costs of Issuance Fund” means the special account created by Section
302 of this Supplemental Resolution, from which the Costs of Issuance of the Series 2007A
Bonds shall be paid.

“Supplemental Resolution” means this Supplemental Resolution of the Board adopted on
January 8, 2007, authorizing the Series 2007A Bonds.

“Trustee” means U.S. Bank National Association, Salt Lake City, Utah, and its
successors and permitted assigns under the Resolution.
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*“2007A Insurer” means , Or any successor thereto.

*“2007A Policy” means the Policy issued by the 2007A Insurer
insuring the payment when due of the principal of and interest on the Series 2007A Bonds as
provided therein.

“Underwriter’” means Lehman Brothers Inc.

The terms ““hereby,” “hereof,”” *““hereto,” *“*herein,” ““hereunder,”” and any similar terms
as used in this Supplemental Resolution refer to this Supplemental Resolution.

Section 102.  Authority for Supplemental Resolution. This Supplemental Resolution is
adopted pursuant to the provisions of the Act and the Resolution.

ARTICLE I
AUTHORIZATION, TERMS AND ISSUANCE OF SERIES 2007A BONDS

Section 201.  Authorization of Series 2007A Bonds, Principal Amount, Designation and
Series. In order to provide funds for the acquisition and construction of the Series 2007A
Projects, the refunding of the Refunded Bonds, and the payment of Costs of Issuance of the
Series 2007A Bonds, and in accordance with and subject to the terms, conditions and limitations
established in the Resolution, a series of General Revenue and Refunding Bonds is hereby
authorized to be issued in the aggregate principal amount of $ . Such series of Bonds
shall be designated “General Revenue and Refunding Bonds, Series 2007A.” The Series 2007A
Bonds shall be issued only in fully-registered form, without coupons. The Series 2007A Bonds
are secured by the pledge of the Pledged Revenues under Section 5.1 of the Resolution, equally
and ratably with all Bonds issued under the Resolution.

Section 202.  Finding and Purpose. The Board hereby finds, determines and declares
that, (a) in satisfaction of Section 57-504 of the Act, the refunding of the Refunded Bonds, as
provided hereunder and in the Escrow Agreement, will result in debt service savings, which
objective the Board finds to be beneficial to the University, and (b) in satisfaction of Section 33-
3805 of the Act, the Series 2007A Projects are necessary for the proper operation of the
University and are economically feasible, and (c) the requirements of Article VII of the
Resolution will have been complied with upon the delivery of the Series 2007A Bonds.

Section 203. Issue Date. The Series 2007A Bonds shall be dated the date of their
original issuance and delivery.

Section 204.  Series 2007A Bonds. (a) The Series 2007A Bonds shall bear interest at the
rates and mature on the dates and in the principal amounts as follows:
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APRIL 1 AMOUNT INTEREST
OF THE YEAR MATURING RATE

$ %

(b) The Series 2007A Bonds shall bear interest from their dated date, payable on
October 1, 2007, and semiannually thereafter on each April 1 and October 1.

Section 205.  Sale of Series 2007A Bonds. The Series 2007A Bonds authorized to be
issued herein are hereby sold to the Underwriter at an aggregate purchase price equal to the
principal amount of the Series 2007A Bonds, plus net original issuance premium of $ ,
less $ of underwriter’s discount, on the terms and conditions set forth in the Bond
Purchase Agreement. To evidence the acceptance of the Bond Purchase Agreement, the Bursar
and Vice President for Finance and Administration (the “Bursar’) is hereby authorized to
execute and deliver, and the Secretary to attest, the Bond Purchase Agreement in the form
presented at this meeting.

The final Official Statement (the “Official Statement’) of the University for the sale of
the Series 2007A Bonds, in substantially the form presented at this meeting, with such changes,
omissions, insertions and revisions as the Bursar shall approve, is hereby authorized, and the
Bursar shall sign such Official Statement and deliver such Official Statement to the Underwriter
for distribution to prospective purchasers of the Series 2007A Bonds and other interested
persons, which signature shall evidence such approval. The use of the Preliminary Official
Statement dated January 2, 2007, by the Underwriter and the actions of the University, including
the certification by the Bursar deeming the Preliminary Official Statement final pursuant to
Rule 15¢c2-12 of the Securities Exchange Commission adopted pursuant to the Securities
Exchange Act of 1934, as amended (“‘Rule 15c2-12”") in connection with the offering of the
Series 2007A Bonds, are hereby acknowledged, approved and ratified.

In order to comply with subsection (b)(5) of Rule 15¢2-12, the Underwriter has provided
in the Bond Purchase Agreement that it is a condition to delivery of the Series 2007A Bonds that
the University shall have executed and delivered the Continuing Disclosure Undertaking. The
Continuing Disclosure Undertaking is hereby ratified and approved in all respects, and the
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President and Bursar are hereby authorized to execute and deliver the Continuing Disclosure
Undertaking in the form set forth in APPENDIX E to the Official Statement.

The Bursar of the University and the President and Secretary of the Board are, and each
of them is, hereby authorized to do or perform all such acts as may be necessary or advisable to
comply with the Bond Purchase Agreement and to carry the same into effect.

Section 206.  Execution and Delivery of Series 2007A Bonds. The Series 2007A Bonds
shall be manually executed on behalf of the University by the President of the Board and the
Bursar of the University, and attested by the Secretary of the Board. The Series 2007A Bonds
shall be delivered to the Underwriter upon (i) compliance with the provisions of Section 3.2 of
the Resolution and (ii) receipt of the consents of the bond insurers of the Outstanding Bonds (the
“Consents”™) to the amendments to the Resolution contained in Article IV of the Series 2004A
Supplemental Resolution (the “Amendments”), and delivery to the Trustee of a Written
Certificate of the University in substantially the form attached as Exhibit B.

Section 207.  Redemption of Series 2007A Bonds. (a) The Series 2007A Bonds maturing
on or before April 1, 2017, shall not be subject to call or redemption prior to their stated dates of
maturity. On or after April 1, 2017, at the election of the University, the Series 2007A Bonds
maturing on or after April 1, 2018, shall be subject to redemption, in whole or in part, as selected
by the University, upon notice as provided in Section 7.3(A) of the Resolution, at a price of
100% of the principal amount of the Series 2007A Bonds to be redeemed, plus accrued interest
to the redemption date.

(b) The Series 2007A Bonds shall be subject to redemption in part by operation of
sinking fund installments, upon notice as provided in Section 4.3(A) of the Resolution, at a
redemption price equal to the principal amount of the Series 2007A Bonds to be redeemed,
together with accrued interest to the date of redemption, on the dates and in the Mandatory
Redemption Amounts as follows:

APRIL 1 MANDATORY
OF THE YEAR REDEMPTION AMOUNT
$

*
Stated maturity.

Section 208. Form of Series 2007A Bond. The Series 2007A Bonds are hereby
authorized to be issued in the form set forth in Exhibit A attached hereto and incorporated herein
by this reference.

Section 209.  Submittal to Attorney General. There shall promptly be submitted to the
Attorney General of the State of Idaho by the Secretary of the Board, a certified copy of this
Supplemental Resolution, together with the proceedings relating to their adoption, in order that
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the Attorney General may examine and pass upon the validity of the Series 2007A Bonds and the
regularity of such proceedings, in the manner and with the effect specified in the Act.

Section 210.  Book-Entry-Only System. (a) The Series 2007A Bonds shall initially be
registered on the Bond Register in the name of Cede & Co., the nominee for the Securities
Depository, and no Beneficial Owner will receive certificates representing their respective
interests in the Series 2007A Bonds, except in the event that the Trustee issues Replacement
Bonds, as provided below. It is anticipated that during the term of the Series 2007A Bonds, the
Securities Depository will make book-entry transfers among the DTC Participants and receive
and transmit payments of principal of and interest on the Series 2007A Bonds until and unless
the Trustee authenticates and delivers Replacement Bonds to the Beneficial Owners as described
below. So long as any of the Series 2007A Bonds are registered in the name of Cede & Co., as
nominee of DTC, all payments with respect to the principal of and interest on the Series 2007A
Bonds and all notices with respect to the Series 2007A Bonds shall be made and given in the
manner provided in the Representation Letter.

(b) If the Securities Depository determines to discontinue providing its services with
respect to the Series 2007A Bonds, and the University cannot obtain a qualified successor
Securities Depository, or if the University determines not to use the book-entry system of the
Securities Depository, the University shall execute, and the Trustee shall authenticate and
deliver, one or more Series 2007A Bond certificates (the “Replacement Bonds™) to the DTC
Participants in principal amounts and maturities corresponding to the identifiable Beneficial
Owners’ interests in the Series 2007A Bonds, with such adjustments as the Trustee may find
necessary or appropriate as to accrued interest and previous calls for redemption, if any. In such
event, all references to the Securities Depository herein shall relate to the period of time when
the Securities Depository has possession of at least one Series 2007A Bond. Upon the issuance
of Replacement Bonds, all references herein to obligations imposed upon or to be performed by
the Securities Depository shall be deemed to be imposed upon and performed by the Trustee, to
the extent applicable with respect to such Replacement Bonds.

(c) With respect to Series 2007A Bonds registered in the name of Cede & Co. as
nominee for the Securities Depository, neither the University nor the Trustee shall have any
responsibility to any Beneficial Owner with respect to:

(i) the sending of transaction statements, or maintenance, supervision, or
review of records of the Securities Depository;

(i)  the accuracy of the records of the Securities Depository or Cede & Co.
with respect to any ownership interest in the Series 2007A Bonds;

(ili)  the payment to any Beneficial Owner, or any person other than the
Securities Depository, of any amount with respect to principal of, interest on, or
redemption premium, if any, on the Series 2007A Bonds; or

(iv)  any consent given or other action taken by the Securities Depository or
Cede & Co. as owner of the Series 2007A Bonds.
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(d) The Representation Letter previously executed and delivered by the University to
DTC is for the purpose of effectuating the initial Book-Entry System for the Series 2007A Bonds
through DTC as Securities Depository and shall not be deemed to amend, supersede or
supplement the terms of this Bond Resolution, which are intended to be complete without
reference to the Representation Letter. In the event of any conflict between the terms of the
Representation Letter and the terms of the Resolution, the terms of the Resolution shall control.
The Securities Depository may exercise the rights of a Registered Owner hereunder only in
accordance with the terms hereof applicable to the exercise of such rights.

Section 211.  Successor Securities Depository. In the event the Securities Depository
resigns, is unable to properly discharge its responsibilities, or is no longer qualified to act as a
securities depository and registered clearing agency under the Securities and Exchange Act of
1934, as amended, or other applicable state or federal statute or regulation, the Trustee, with the
written consent of the University, may appoint a successor Securities Depository, provided the
Trustee receives written evidence satisfactory to the Trustee with respect to the ability of the
successor Securities Depository to discharge its responsibilities. Any such successor Securities
Depository shall be a securities depository that is a registered clearing agency under the
Securities and Exchange Act of 1934, as amended, or other applicable state or federal statute or
regulation. Upon the appointment of a successor Securities Depository, the former Securities
Depository shall surrender the Series 2007A Bonds to the Trustee for transfer to the successor
Securities Depository, and the Trustee shall cause the authentication and delivery of Series
2007A Bonds to the successor Securities Depository in appropriate denominations and form as
provided herein.

Section 212.  Bond Insurance. [Bond Insurer provisions.]
ARTICLE Il

CREATION OF ACCOUNTS, APPLICATION OF BOND PROCEEDS

Section 301.  Creation of Accounts. In accordance with Section 5.4(B) of the Resolution,
there is hereby established in the Construction Fund a “Series 2007A Project Account” and a
“Series 2007A Costs of Issuance Account,” to be held by the University.

Section 302.  Application of Proceeds of Series 2007A Bonds. The proceeds of the sale of
the Series 2007A Bonds shall be deposited as follows:

@ $ for deposit into the Series 2007A Costs of Issuance Account for
payment of the Costs of Issuance of the Series 2007A Bonds;

(b) $ for deposit into the Series 2007A Project Account, to acquire and
construct the Series 2007A Projects; and

c $ for deposit into the Escrow Account for the purpose of refunding
the Refunded Bonds, which shall be invested as contemplated by the Escrow Agreement
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and in accordance with the provisions of Section 57-504 of the Act (except for any
amount to be retained as cash).

Before any payment is made from the Series 2007A Project Account or the Series 2007A
Costs of Issuance Account, the University shall execute a Written Certificate as required by
Section 5.4(E) or 5.4(F), respectively, of the Resolution.

Section 303.  Release of Moneys in Debt Service Reserve Account. The Amendments
eliminate the requirement that the University maintain an amount equal to the Reserve Account
Requirement in the Debt Service Reserve Account. On or after the effective date of the
Amendments, upon delivery of a Written Certificate and Request of the University to the Trustee
in substantially the form attached hereto as Exhibit B, the Trustee shall transfer all amounts on
deposit in the Debt Service Reserve Account to the University, to be used to pay (i) a portion of
the costs of a parking structure and (ii) the costs of such other property acquisitions and building
renovations as the Board shall approve upon confirmation from Bond Counsel that such use shall
not adversely affect the tax-exempt status of any of the Bonds; provided, however, that the
Municipal Bond Debt Service Reserve Fund Policy issued by Financial Guaranty Insurance
Company (the ““Reserve Policy”) [and $472,217 of moneys invested pursuant to a guaranteed
investment contract (the “GIC Funds™)], shall remain in the Debt Service Reserve Account
unless otherwise directed by the University.

ARTICLE IV

REFUNDING

Section 401. Redemption of Refunded Bonds. The Refunded Bonds are hereby
irrevocably called for redemption on the redemption dates set forth in the Escrow Agreement.
Notice of defeasance and notice of redemption shall be given as provided in Sections 4.3 and
12.1 of the Resolution and in the Escrow Agreement.

Section 402. Approval of Escrow Agreement; Deposit into Escrow Account.  The
Escrow Agreement between the University and the Escrow Agent, in substantially the form
presented to the Board at the time of adoption of this Supplemental Resolution, is hereby
authorized and approved, and the Bursar is hereby authorized, empowered and directed to
execute and deliver the Escrow Agreement on behalf of the University, and the Secretary is
hereby authorized, empowered and directed to affix the seal of the University to the Escrow
Agreement and to attest such seal, with such changes to the Escrow Agreement from the form
attached hereto as are approved by the Bursar, her execution thereof to constitute conclusive
evidence of such approval. The Bursar is hereby authorized to perform all such acts as may be
necessary or advisable to comply with the Escrow Agreement or to carry out or give effect to the
Escrow Agreement.

Section 403.  Other Actions With Respect to the Series 2007A Bonds. The officers and
employees of the University shall take all action necessary or reasonably required to carry out,
give effect to, and consummate the transactions contemplated hereby and shall take all action

-9-
2007A Supplemental Resolution



necessary in conformity with the Act to carry out the issuance of the Bonds, including, without
limitation, the execution and delivery of any closing and other documents required to be
delivered in connection with the sale and delivery of the Bonds. All actions heretofore taken in
connection therewith are hereby ratified, approved and consummated. If (a) the President of the
Board or the Bursar or (b) the Secretary shall be unavailable to execute or seal or attest,
respectively, the Series 2007A Bonds or the other documents that they are hereby authorized to
execute, seal and attest, the same may be executed, or sealed and attested by, respectively, (i) the
President or any Vice President or (ii) any Assistant Secretary.

ARTICLE V

AMENDMENTS

Section 501. Amendments. (a) Section 213(l) of the Series 1998 Supplemental
Resolution is amended to read as follows:

I.  Notwithstanding the provisions of Article X of the Resolution, no
modification or amendment to the Resolution (i) made pursuant to Section 10.1A of the
Resolution and affecting the Series 1998 Bonds or (ii) modifying the obligations of the
1998 Insurer with respect to the 1998 Policy, shall be effective without the written
consent of the 1998 Insurer.

(b)  Section 213(g) of the Series 2002 Supplemental Resolution is amended to read as
follows:

() Notwithstanding the provisions of Article X of the Resolution, no
modification or amendment to the Resolution (i) made pursuant to Section 10.1A of the
Resolution and affecting the Series 2002 Bonds or (ii) modifying the obligations of the
2002 Bond Insurer with respect to the 2002 Bond Insurance Policy, shall be effective
without the written consent of the 2002 Bond Insurer.

(c) Section 214(f) of the Series 2004A Supplemental Resolution is amended to read as
follows:

(H  Any amendment or supplement to the Resolution made pursuant to
Section 10.1A of the Resolution and affecting the Series 2004A Bonds is subject to the
prior written consent of the 2004A Insurer.

(d) Section 214(k) of the Series 2004A Supplemental Resolution is amended to read as
follows:

(k)  Notwithstanding the provisions of Article X of the Resolution, no
modification or amendment to the Resolution (i) made pursuant to Section 10.1A of the
Resolution and affecting the Series 2004A Bonds or (ii) modifying the obligations of the
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2004A Insurer with respect to the 2004A Policy, shall be effective without the written
consent of the 2004A Insurer.

(e) Section 213(b) of the Series 2005A Supplemental Resolution is amended to read as
follows:

(b)  Notwithstanding the provisions of Article X of the Resolution, no
modification or amendment to the Resolution (i) made pursuant to Section 10.1A of the
Resolution and affecting the Series 2005A Bonds or (ii) modifying the obligations of the
2005A Insurer with respect to the 2005A Policy, shall be effective without the written
consent of the 2005A Insurer.

ARTICLE VI

MISCELLANEOUS

Section 601.  Partial Invalidity. If any one or more of the covenants or agreements, or
portions thereof, provided in the Resolution should be contrary to law, such covenant or
covenants, such agreement or agreements, or such portions thereof shall be null and void and
shall be deemed separable from the remaining covenants and agreements or portions thereof and
shall in no way affect the validity of the Resolution, this Supplemental Resolution or the Series
2007A Bonds, but the Series 2007A bondholders shall retain all the rights and benefits accorded
to them under the Act or any other applicable provisions of law.

Section 602.  Conflicting Resolutions; Effective Date. All resolutions or parts thereof in
conflict herewith are, to the extent of such conflict, hereby repealed.
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ADOPTED AND APPROVED this 8th day of January, 2007.

BOARD OF TRUSTEES OF BOISE STATE

UNIVERSITY
President
ATTEST:
Secretary
[SEAL]
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EXHIBIT A

[FORM OF SERIES 2007A BOND]

UNITED STATES OF AMERICA
STATE OF IDAHO

BOISE STATE UNIVERSITY
GENERAL REVENUE AND REFUNDING BONDS, SERIES 2007A

INTEREST MATURITY DATED
RATE DATE DATE CUSIP

%

Registered Owner: CEDE & Co.

Principal Amount: ------=-====--mmmmmmemem oo DOLLARS -=-=-=========mmmmmmmmmooooo oo

KNOwW ALL MEN BY THESE PRESENTS that Boise State University, a body politic and
corporate and an institution of higher education of the State of Idaho (the ““University”), for
value received, hereby promises to pay, from the Bond Fund (as defined in the hereinafter
defined Resolution), to the registered owner identified above, or registered assigns, on the
maturity date specified above, the principal sum indicated above, and to pay interest thereon
from the Bond Fund from the dated date hereof, or the most recent date to which interest has
been paid or duly provided for, at the rate per annum specified above, payable on October 1,
2007, and semiannually on each April 1 and October 1 thereafter, until the date of maturity or
prior redemption of this Bond. Interest shall be calculated on the basis of a 360-day year and
twelve 30-day months.

THIS BOND IS AN OBLIGATION OF THE UNIVERSITY PAYABLE SOLELY IN ACCORDANCE
WITH THE TERMS HEREOF AND IS NOT AN OBLIGATION, GENERAL, SPECIAL, OR OTHERWISE OF
THE STATE OF IDAHO, DOES NOT CONSTITUTE A DEBT, LEGAL, MORAL, OR OTHERWISE, OF THE
STATE OF IDAHO, AND IS NOT ENFORCEABLE AGAINST THE STATE, NOR SHALL PAYMENT
HEREOF BE ENFORCEABLE OUT OF ANY FUNDS OF THE UNIVERSITY OTHER THAN THE
REVENUES, FEES, AND CHARGES PLEDGED THERETO IN THE RESOLUTION. The principal of,
interest on, and redemption price of the Bonds is payable solely from Pledged Revenues, which
consist principally of revenues from certain student fees and enterprises, as more particularly set
forth in the Bond Resolution. Pursuant to the Resolution, sufficient revenues have been pledged
and will be set aside into the Bond Fund to provide for the prompt payment of the principal of,
interest on, and redemption price of the Bonds. For a more particular description of the Bond
Fund, the revenues to be deposited therein, and the nature and extent of the security for the
Bonds, reference is made to the provisions of the Resolution.
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Principal of and interest on this Bond are payable in lawful money of the United States of
America to the registered owner hereof whose name and address shall appear on the registration
books of the University (the ““Bond Register’”) maintained by the Corporate Trust Department of
U.S. Bank National Association, Salt Lake City, Utah (the “Trustee™). Interest shall be paid to
the registered owner whose name appears on the Bond Register on the 15th day of the calendar
month next preceding the interest payment date, at the address appearing on the Bond Register,
and shall be paid by check or draft of the Trustee mailed to such registered owner on the due
date at the address appearing on the Bond Register or at such other address as may be furnished
in writing by such registered owner to the Trustee. Principal shall be paid to the registered
owner upon presentation and surrender of this Bond at the principal corporate trust office of the
Trustee on or after the date of maturity or prior redemption.

This Bond is one of the General Revenue and Refunding Bonds, Series 2007A (the
“Series 2007A Bonds™), of the University issued in the aggregate principal amount of
$ for the purpose of (i) financing the costs of the acquisition and construction of a
student health, wellness, counseling, and nursing building and the expansion and renovation of
the Student Union Building, (ii) refunding certain outstanding bonds of the University, and (iii)
paying costs of issuance of the Bonds. The Series 2007A Bonds are issued pursuant to and in full
compliance with the Constitution and statutes of the State of Idaho, particularly Chapter 38 of
Title 33 and Title 57, Chapter 5, Idaho Code, and proceedings duly adopted and authorized by
the Board of Trustees of the University (the “Board’) on September 17, 1992, as previously
supplemented and amended, and as further supplemented by a Supplemental Resolution adopted
by the Board on January 8, 2007, authorizing the issuance of the Series 2007A Bonds
(collectively, the “Resolution”).

Series 2007A Bonds maturing by their terms on or before April 1, 2017, are not subject
to prior call for redemption. Bonds maturing on or after April 1, 2018, are subject to redemption,
at the election of the University, on or after April 1, 2017, in whole or in part, as selected by the
University, upon notice as hereinafter provided, at a price of 100% of the principal amount of the
Series 2007A Bonds to be redeemed, plus accrued interest to the redemption date.

The Series 2007A Bonds shall be subject to redemption in part by operation of sinking
fund installments, upon notice as provided in the Resolution, at a redemption price equal to the
principal amount of the Series 2007A Bonds to be redeemed, together with accrued interest to
the date of redemption, on the dates and in the Mandatory Redemption Amounts as follows:

APRIL 1 MANDATORY
OF THE YEAR REDEMPTION AMOUNT
$
Stated maturity.
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The Series 2007A Bonds are initially issued in the form of a separate certificated,
fully-registered Bond for each maturity, and registered in the name of Cede & Co., as nominee of
The Depository Trust Company, New York, New York (“DTC”).

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF DTC TO
THE UNIVERSITY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT,
AND ANY CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER
NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY PAYMENT IS
MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

Notice of redemption shall be given by mailing notice to the registered owner thereof not
less than 35 nor more than 60 days prior to the redemption date at the address shown on the
Bond Register or at such other address as may be furnished in writing by such registered owner
to the Trustee. Provided that funds for the redemption price, together with interest to the
redemption date, are on deposit at the place of payment at such time, the Series 2007A Bonds
shall cease to accrue interest on the specified redemption date and shall not be deemed to be
outstanding as of such redemption date.

Upon any partial redemption of this Bond, Cede & Co., in its discretion, may request the
Trustee to authenticate a new Bond or shall make an appropriate notation with respect to this
Bond indicating the date and amount of prepayment, except in the case of final maturity, in
which case this Bond must be presented to the Trustee prior to payment.

The Series 2007A Bonds shall not be transferable or exchangeable except as set forth in
the Resolution. This Bond is transferable by the registered owner hereof in person or by his
attorney duly authorized in writing, upon presentation and surrender of this Bond at the principal
corporate trust office of the Trustee. Upon such transfer, a new Series 2007A Bond, of the same
denomination, maturity, and interest rate will be issued to the transferee in exchange therefor.

This Bond shall not be valid or become obligatory for any purpose or be entitled to any
security or benefit under the Resolution until the Certificate of Authentication hereon shall have
been manually signed by the Trustee.

IT Is HEREBY CERTIFIED AND DECLARED that all acts, conditions, and things required by
the Constitution and statutes of the State of Idaho to exist, to have happened, been done, and
performed precedent to and in the issuance of this Bond have happened, been done, and
performed, and that the issuance of this Bond and the Series 2007A Bonds of this issue does not
violate any Constitutional, statutory, or other limitation upon the amount of bonded indebtedness
that the University may incur.
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IN WITNESS WHEREOF, the Board has caused this Bond to be executed by the President
of the Board and the Bursar of the University, and attested by the Secretary of the Board, and a
facsimile or original of the official seal of the University to be imprinted hereon, as of this 8th
day of February, 2007.

BOISE STATE UNIVERSITY

By

President of the Board of Trustees of Boise
State University

COUNTERSIGNED:

Bursar
ATTEST:
Secretary of the Board of Trustees
of Boise State University
[SEAL]
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CERTIFICATE OF AUTHENTICATION

Date of Authentication: February 8, 2007

This Bond is one of the Boise State University General Revenue and Refunding Bonds, Series
2007A, described in the within-mentioned Bond Resolution.

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By
Authorized Signature

2007A Supplemental Resolution



[STATEMENT OF INSURANCE]

[To come.]

VALIDATION CERTIFICATE

I hereby certify that | have examined a certified copy of the record of proceedings taken
preliminary to and in the issuance of the within bond; that such proceedings and such bond
conform to and show lawful authority for the issuance thereof in accordance with the provisions
of Title 33, Chapter 38, Idaho Code, as amended. Such bond has been issued in accordance with
the Constitution and laws of the State of Idaho and shall in any suit, action or proceeding
involving its validity be conclusively deemed to be fully authorized by Title 33, Chapter 38,
Idaho Code, and to have been issued, sold, executed, and delivered in conformity with the
Constitution and laws of the State of Idaho and to be valid and binding and enforceable in
accordance with its terms, and such bond is incontestable for any cause.

Hon. Lawrence Wasden
Attorney General
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ASSIGNMENT

The following abbreviations, when used in the inscription on the face the within Bond
shall be construed as though they were written out in full according to applicable laws or
regulations:

TEN COM — as tenants in common UNIF TRAN MIN ACT—
TEN ENT — as tenants by the entirety Custodian
JT TEN — as joint tenants with right (Cust) (Minor)
of survivorship and not as under Uniform Transfers to Minors Act of

tenants in common

(State)

Additional abbreviations may also be used
though not in the list above.

For value received hereby sells,
assigns and transfers unto

INSERT SOCIAL SECURITY OR
OTHER IDENTIFYING NUMBER OF ASSIGNEE

(Please Print or Typewrite Name and Address of Assignee)

the within Bond of the BOISE STATE UNIVERSITY, and hereby irrevocably constitutes and
appoints Attorney to register the transfer of said
Bond on the books kept for registration thereof, with full power of substitution in the premises.

Dated: Signature:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by an “eligible guarantor institution” meeting the
requirements of the Trustee, which requirements include membership or participation in STAMP
or such other “signature guarantee program” as may be determined by the Trustee in addition to,
or in substitution for, STAMP, all in accordance with the Securities and Exchange Act of 1934,
as amended.

NOTICE: The signature to this assignment must correspond with the name as it appears upon

the face of the within Bond in every particular, without alteration or enlargement or any change
whatever.
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EXHIBITB

WRITTEN CERTIFICATE AND REQUEST
REGARDING CONSENTS TO THE AMENDMENTS
AND RELEASE OF AMOUNTS IN DEBT SERVICE RESERVE ACCOUNT

The undersigned Vice President of Finance and Administration and Bursar of Boise State
University (the “University”’), does hereby certify and request as follows:

1. | have read (a) Section 206 of the Supplemental Resolution adopted
January 8, 2007 (the “*Series 2007A Supplemental Resolution™), authorizing the issuance
and sale of the University’s General Revenue and Refunding Bonds, Series 2007A (the
“Series 2007A Bonds™’) and supplementing the resolution authorizing the issuance and
sale of Student Union and Housing System Refunding and Improvement Revenue Bonds,
Series 1992, adopted September 17, 1992 (as supplemented and amended, including by
the Series 2007A Supplemental Resolution, the ““Resolution’), which requires the
University to deliver a Written Certificate of the University to the Trustee as a condition
to the issuance and delivery of the Series 2007A Bonds, (b) Section 10.01 of the
Resolution, which requires the consent of at least 60% of the owners of all Outstanding
Bonds in connection with certain amendments (the “Amendments™) to the Resolution
contained in Article IV of the Supplemental Resolution adopted by the Board of Trustees
of the University on February 5, 2004 (the ““Series 2004A Supplemental Resolution™), (c)
the provisions of the Supplemental Resolutions that require the bond insurers of the
Bonds in connection with the Amendments, and (d) Section 303 of the Series 2007A
Supplemental Resolution, which provides that, on or after the effective date of the
Amendments (i.e., upon receipt of the Consents (as defined in the Series 2007A
Supplemental Resolution) by the University and delivery of a Written Certificate and
Request of the University to the Trustee), all amounts (other than Reserve Account Credit
Enhancements) on deposit in the Debt Service Reserve Account shall be transferred to
the University.

2. | have also read the provisions of Section 1.1 (Written Certificate of the
University) of the Resolution and, in connection therewith, have undertaken an
examination and investigation of the facts and circumstances on which this Written
Certificate and Request (this “Written Certificate”) is based in order to make the
certifications and requests contained herein, and, in my opinion, this Written Certificate
complies with the provisions of Section 1.1 of the Resolution and Section 206 of the
Series 2007A Supplemental Resolution.

3. | am the duly appointed and qualified and acting Vice President of
Finance and Administration and Bursar of the University and, as such, am familiar with
the books and corporate records of the University.
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4.  Delivered herewith in the transcript of which this Written Certificate is a
part, are the written consents of the bond insurers of all Bonds now Outstanding under
the Resolution, pursuant to which such bond insurers have consented to the Amendments
and the other amendments to the Original Resolution contained in the Supplemental
Resolutions dated March 20, 1998, January 22, 2002, January 21, 2003, February 4,
2004, and April 1, 2005, and incorporated in the conformed copy of the Resolution
attached hereto as Annex A.

5. As described in the Official Statements relating to the University’s
General Revenue Bonds, Series 2004A (the “Series 2004A Bonds™), General Revenue
and Refunding Bonds, Series 2005A (the ““Series 2005A Bonds™), and Series 2007A
Bonds, the owners of the Series 2004A Bonds, Series 2005A Bonds, and Series 2007A
Bonds are deemed to have consented to the Amendments. In addition, the consent of
Lehman Brothers Inc., as the initial purchaser of the Series 2007A Bonds, is delivered
herewith.

6.  The Series 2004A Bonds are currently outstanding in the principal amount

of $ , the Series 2005A Bonds are currently outstanding in the principal amount
of $ , and the Series 2007A Bonds are currently outstanding in the principal
amount of $ . The $ aggregate principal amount of such Bonds
represents % of the $ aggregate principal amount of all Bonds currently

Outstanding under the Resolution.

7. Inaccordance with Section 10.1 of the Resolution, Article 1V of the Series
2004 Supplemental Resolution, and paragraphs 4, 5, and 6 above, the Amendments are
hereby made effective as of the date of this Written Certificate and Request (to the extent
that such Amendments have not previously taken effect in accordance with the terms of
the Resolution).

8.  The University hereby requests the Trustee to transfer all amounts (other
than the Reserve Policy and the GIC Funds) on deposit in the Debt Service Reserve
Account to the University, to be used to pay certain capital costs, as provided in Section
303 of the Series 2007A Supplemental Resolution.

9.  Pursuant to the Continuing Disclosure Undertaking dated as of the date of
issuance of the Series 2007A Bonds (the “Continuing Disclosure Undertaking™) and
various Information Reporting Agreements relating to the other Outstanding Bonds, the
University hereby requests the Trustee to provide notice of the Amendments and the
release of the amounts in the Debt Service Reserve Account to the NRMSIRs (as defined
in the Continuing Disclosure Undertaking), in substantially the form attached hereto as
Annex B.

Capitalized terms used but not defined herein have the meanings assigned to such terms
in the Resolution.
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IN WITNESS WHEREOF, the undersigned has hereunto set her official signature this 8th
day of February, 2007.

BOISE STATE UNIVERSITY

By

Vice President of Finance and
Administration and Bursar
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ANNEX A

TO WRITTEN CERTIFICATE AND REQUEST
REGARDING CONSENTS TO THE AMENDMENTS
AND RELEASE OF AMOUNTS IN DEBT SERVICE RESERVE ACCOUNT

[ATTACH CONFORMED COPY OF RESOLUTION]

Annex A-1
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ANNEX B
TO WRITTEN CERTIFICATE AND REQUEST
REGARDING CONSENTS TO THE AMENDMENTS
AND RELEASE OF AMOUNTS IN DEBT SERVICE RESERVE ACCOUNT

MATERIAL EVENT NOTICE COVER SHEET

This cover sheet and material event notice should be sent to the Municipal Securities Rulemaking Board or to all
Nationally Recognized Municipal Securities Information Repositories, and the State Information Depository, if
applicable, pursuant to Securities and Exchange Commission Rule 15¢2-12(b)(5)(i)(C) and (D).

Issuer: Boise State University

Issuer’s Nine-Digit CUSIP Number(s) to which this material event notice relates: See Schedule A.
Number of pages of attached material event notice:

Description of Material Event Notice (Check One):

1. Principal and interest payment delinquencies

2. Non-payment related defaults

3. Unscheduled draws on debt service reserves reflecting financial difficulties
4. Unscheduled draws on credit enhancements reflecting financial difficulties

5. Substitution of credit or liquidity providers, or their failure to perform

6. Adverse tax opinions or events affecting the tax-exempt status of the security
7. X Modifications to rights of security holders

8. Bond calls

9. Defeasances

10. X Release, substitution, or sale of property securing repayment of the securities (See
Schedule A)

11. Rating changes

12. Failure to provide annual financial information as required

13. Other material event notice (specify)

I hereby represent that | am authorized by the Issuer or its agent to distribute this information publicly:

Signature:

Name:
Title:

Employer:

Address:

City, State, Zip Code:
Voice Telephone Number:

Note: If filed with the MSRB, please print the material event notice attached to this cover sheet in 10-point type or
larger. The cover sheet and notice may be faxed to the MSRB at (703) 683-1930. Contact the MSRB at (202) 223-
9503 with questions regarding this form or the dissemination of this notice.
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SCHEDULE A

Certain amendments (the “Amendments™) to the resolution authorizing the issuance and
sale of Student Union and Housing System Refunding and Improvement Revenue Bonds, Series
1992, adopted September 17, 1992 (as supplemented and amended, the “Resolution’) by the
Board of Trustees of Boise State University (the “University”), took effect on February 8, 2007
with respect to the University’s General Revenue and Refunding Bonds, Series 2005A (the
“Series 2005A Bonds™’), General Revenue Bonds, Series 2004A (the *““Series 2004A Bonds™),
Student Union and Housing System Refunding Revenue Bonds, Series 2003 (the ““Series 2003
Bonds™’), Student Union and Housing System Refunding and Improvement Revenue Bonds,
Series 2002 (the ““Series 2002 Bonds™), and Student Union and Housing System Refunding
Revenue Bonds, Series 1998 (the “Series 1998 Bonds™ and, collectively with the other bonds
referenced above, the ““Bonds™), which are currently outstanding in the principal amounts,
mature on the dates, and bear the CUSIP numbers as follows:

Series 2005A Bonds:
MATURITY
DATE PRINCIPAL CUSIP
(APRIL 1) AMOUNT NUMBER

Series 2004A Bonds:

MATURITY
DATE PRINCIPAL CUSIP
(APRIL 1) AMOUNT NUMBER

Series 2003 Bonds:

MATURITY
DATE PRINCIPAL CusIP
(APRIL 1) AMOUNT NUMBER

Schedule A-1
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Series 2002 Bonds:

MATURITY
DATE PRINCIPAL CUSIP
(APRIL 1) AMOUNT NUMBER

Series 1998 Bonds:

MATURITY
DATE PRINCIPAL CUSIP
(APRIL 1) AMOUNT NUMBER

The Amendments include the following:

Pledge of Additional Security. The Amendments expand the definition of Pledged
Revenues™ to include (i) additional Student Fees; (ii) revenues generated through operation of
the University’s auxiliary enterprises; (iii) reimbursements for facility and administrative costs
relating to grants and contracts for research activities; and (iv) investment earnings on
unrestricted University funds and accounts. So long as certain obligations issued prior to the
pledge of these additional revenues are outstanding, the pledge of certain of the additional
revenues is subject to the lien with respect to such prior obligations.

Release of Debt Service Reserve; Modification of University Covenants. In connection
with the pledge of additional revenues, the Amendments modify or eliminate various covenants
of the University under the Resolution. Such changes include the following:

(i) Elimination of the debt service reserve account requirement. Pursuant to
this amendment, all moneys in the Debt Service Reserve Account have been released from such
account to the University, except that the Municipal Bond Debt Service Reserve Fund Policy
issued by Financial Guaranty Insurance Company and [$472,217] of moneys invested pursuant
to a guaranteed investment contract shall remain in the Debt Service Reserve Account until
otherwise directed by the Board.

Capitalized terms used but not defined herein have the meanings assigned to such terms in the Resolution. A
copy of the amended Resolution may be obtained from the University upon request.

Schedule A-2
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(i)  Amendment of the rate covenant from (a) 120% of Pledged Revenues to
(b) 110% of Revenues Available for Debt Service (i.e., Pledged Revenues less Operation
and Maintenance Expenses of the University’s auxiliary enterprises).

(ili)  Amendment of the additional bonds test to eliminate a historical debt
service coverage test and to change the remaining coverage requirement from (a) 120%
of Pledged Revenues to (b) 110% of estimated Pledged Revenues Available for Debt
Service.

(iv)  Amendment of the additional bonds provisions to permit the refunding of
obligations not issued under the Resolution;

(v)  Deletion of covenants regarding (a) the prompt construction of Projects
and the securing of payment and performance bonds during construction; (b) limitations
on the creation of mortgages on the System or Pledged Revenues; (c) limitations on the
sale of System assets; (d) the operation of the system in an efficient and economical
manner; (e) the payment of taxes and claims against System assets; (f) the maintenance
of insurance; (g) the availability of reports and documents for inspection by the
bondholders; (h) the use of insurance or condemnation proceeds to repair or replace
damaged or condemned property or to redeem bonds; and (i) the tax-exempt status of the
General System Bonds (under the amended provision, tax covenants apply only to tax-
exempt bonds); and

(vi)  Amendment of the “Investment Securities” definition to allow investment
of Resolution funds in any investments that the state treasurer is authorized to acquire
under state law.
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— Global Credit Research

New Issue: Boise State University, ID

New Issue
22 DEC 2006

MOODY'S ASSIGNS AN A1 RATING TO BOISE STATE UNIVERSITY'S $50 MILLION OF GENERAL REVENUE

AND REFUNDING BONDS, SERIES 2007A; OUTLOOK IS STABLE

UNIVERSITY WILL HAVE $219.6 MILLION OF PRO-FORMA RATED DEBT INCLUDING SERIES
2007B BONDS TO BE ISSUED SHORTLY

Higher Education
ID

Moody's Rating

ISSUE RATING
General Revenue and Refunding Bonds, Series 2007A Al
Sale Amount $50,000,000

Expected Sale Date 01/08/07
Rating Description Public University Revenue Bonds

Moody's Outlook Stable

Opinion

NEW YORK, Dec 22, 2006 -- Moody's Investors Service has assigned an Al rating to Boise State
University's (BSU) $50 million of General Revenue and Refunding Bonds, Series 2007A. At this time we are
affirming the A1 underlying rating.

USE OF PROCEEDS: Bond proceeds will be used to finance the costs of constructing an expansion of the
Student Union Building and a Student Health, Wellness, Counseling, and Nursing building. In addition, bond
proceeds will be used to refund portions of the Series 1998, 2001 and 2002 bonds.

LEGAL SECURITY: The Series 2007A Bonds are secured by Pledged Revenues which include student
charges, auxiliary revenues, indirect cost recovery, etc. State appropriations and other externally restricted
funds are not included in the Pledged Revenues. For certain of these revenues, the lien is subordinate to
other outstanding debt until that debt either matures or is retired. Debt service covenant and additional bonds
testto 1.1 times. There is no debt service reserve.

INTEREST RATE DERIVATIVES: None.
STRENGTHS

* Sound fundamental market position as an urban university in a growing metropolitan area which should
lead to stable enrollment (13,771 full-time equivalent in fall 2006) and continued growth in student charges
pledged to bondholders;

* Consistently strong operating performance despite constrained state appropriations, with a three-year
average operating margin of 4.4% for FY 2006, and good three-year average debt service coverage of 2.8
times;

* Adequate financial resources ($152.5 million of total financial resources) which have exhibited modest
growth over the last few years driven by operating surpluses and improved fundraising and investment
returns; Continued growth is expected with the anticipated launch of major fundraising campaign.

CHALLENGES

* Additional identified capital plans to be debt financed (up to $123 million, including $28 million to be issued
shortly as Series 2007B) likely to further increase debt levels over next one to two years before moderating;



Following these issues, University will be highly leveraged in its rating category, ability to assume this level of
debt at current rating levels contingent upon continuation of currently positive trends;

* Continued reliance on pressured state appropriations (36% of total University revenues), with the State
providing minimal increases in operating appropriations following several years of reductions and no capital
appropriations for new buildings;

* Growing research funding according to strategic plan in light of tight federal research funding environment;
University has modest research base with $11.7 million in research expenditures in FY 2006;

*Historically modest fundraising and endowment levels.
MARKET/COMPETITIVE POSITION: PUBLIC UNIVERSITY SERVES GROWING METROPOLITAN AREA

Moody's anticipates continued solid student demand and stable enroliment based on Boise State University's
role as the sole public higher education provider for a growing metropolitan area. Moody's Economy.com
estimates a population of 553,200 individuals in 2006 with favorable demographics and robust economic
growth expected. Total full-time equivalent enroliment reached 13,711 in fall 2006, representing a 12.2%
increase over the past five years. However, the number of freshmen applications had a second consecutive
year of decline in Fall 2006, down 25% from a peak in 2004. Management attributes the decline to the
implementation of more stringent admissions requirements in FY 2003. Nonetheless, we believe that the
University's market position combined with management's focus on improving retention rates will result in
relatively stable enrollment.

The University remains committed to growing research programs, with its strategic plan calling for it to
develop into a "Metropolitan Research University of Distinction." However, with a modest research base
($11.7 million of expenditures in FY 2006) and at best a flat federal budget for research funding, we believe
this will be a challenge. The University is in the initial stages of a organizing a fundraising campaign to
provide funding for endowed faculty chairs and facilities that would support its vision. This would be the
University's first major comprehensive fundraising effort.

The University serves as both a comprehensive urban four-year institution, as well as the community college
for the area. In the summer of 2005, BSU opened its West Campus to serve as the headquarters for its
community college programs. The campus functions as a separate college within the University's existing
framework. With increased admissions requirements, management indicates over 700 students who
previously would have been admitted were turned away in 2006. These students could potentially be served
by the University's new campus.

OPERATING PERFORMANCE: CONSISTENT OPERATING MARGINS DESPITE CONSTRAINED STATE
FUNDING

We believe the University will continue to produce positive to balanced annual operating performance,
leading to good coverage of debt service. The University's demonstrated ability to achieve sound operating
performance despite constrained state funding is viewed as a key credit strength and is a critical factor to
sustaining the rating at the current level as the University increases its outstanding debt.

The University received a 7.12% increase in state support for FY 2007, due in large part to an equity
adjustment and an increase in employee compensation. This, combined with continued expected growth in
student-derived revenue, should support ongoing operating stability. In fiscal year 2006, the University
posted a 4.4% three-year average operating margin. Operating cash flow provided solid 2.8 times three-year
average coverage of comprehensive debt service responsibilities.

The University derives about 36% of its revenue on a Moody's adjusted basis from the state, although this is
down materially from the 43.4% contribution ratio in FY 2002, as a result of reductions in state support and
compensating increases in tuition and fees. We believe the environment for state support has largely
stabilized. The State of Idaho is currently rated Aa2 with a stable outlook, which reflects the state's strong
financial management, expanding economy, well-managed financial operations, and modest state debt
levels. Offsetting these strengths are an above average dependence on the natural resource sector,
particularly outside of the Boise area; volatile individual and corporate tax receipts; and lack of certain fiscal
planning tools common among highly rated states. For more information, please see Moody's report dated
September 20, 2006.

BALANCE SHEET POSITION: FINANCIAL RESOURCES GROWING; DEBT LEVELS WILL INCREASE

The University's financial profile has improved in recent years, with total financial resources at the end of FY
2006 of nearly $153 million (including $83.3 million of foundation resources). With $104.6 million of
expendable resources, coverage of debt and operations is adequate, with 0.5 times for pro-forma debt
(including Series 2007B) and 0.5 times of operations. Financial resources increased 25% over the past three
years due to improved fundraising and investment performance combined with favorable operating
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performance. We anticipate continued growth as the University embarks on its first comprehensive capital
campaign with a goal of $195 million.

Beyond the current issue, the University has identified up to $123 million of additional borrowing plans within
the next two years. This amount includes $28 million to be issued as Series 2007B revenue bonds for the
expansion of the football stadium. Other projects include: $35 million for the Center for Environmental
Science and Economic Development, $30 million for the College of Business and Economics building as well
as $30 million for additional student housing. Future capital projects will be used to enhance academic
programs as well student life on campus, thereby strengthening BSU's long-term market position.

The University is already highly leveraged with expendable financial resources to debt of just 0.5 times, and
debt to revenue of 1.0 time. Moody's expects that BSU will remain highly leveraged in the near-term due to
the University's investment in academic and auxiliary facilities for its growing student population and the
relative paucity of State funds to support capital projects. The University's ability to absorb any additional
borrowing will be highly contingent on growth in liquidity, sustained strong operating performance and
continued stable enroliment.

Outlook

The College's rating outlook is stable based on strong student demand and tuition revenue trends, leading to
solidly positive operating performance and a stable financial resource base. Leverage is high and additional
borrowing plans could pressure the rating outlook without continuation of strong cash flow generation and
enrollment growth.

What could change the rating-UP

Notable success in increasing philanthropic support to both build the endowment and to finance strategic
capital and academic initiatives, combined with ongoing enrollment growth and operating profitability

What could change the rating-DOWN

Borrowing beyond current expectations, deterioration of student market position or decline of financial
resources

KEY INDICATORS (Fiscal year 2006 financial data; fall 2006 enrollment data):

Total Enroliment: 13,711 full-time equivalent students

Total Debt: $219.6 million, including debt of affiliated foundation

Expendable Resources to Direct Debt: 0.5 times

Expendable Resources to Operations: 0.5 years

Total Resources per Student: $11,124

Three-Year Average Operating Margin: 4.4%

Reliance on state funding (% of Operating Revenue): 35.6%

RATED DEBT:

General Bond System, including Housing System Bonds: Al (Aaa based on municipal bond insurance)
Student Building Fee Bonds: Al (Aaa based on municipal bond insurance)

Library Bonds: Al (Aaa based on municipal bond insurance)

Boise State Foundation Multi-Modal Bonds, Series 1998: Aaa/VMIG1

CONTACTS:

Boise State University: Stacy Pearson, Vice President for Finance and Administration, 208-426-1200

Underwriter: Lehman Brothers, Richard King, 206-344-5838
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
UNIVERSITY OF IDAHO

SUBJECT
The University of Idaho requests approval to seek a one-time appropriation in the
amount of $10 million, and to seek modification of the federal Morrill Act for the
purpose of creating a research dairy facility.

REFERENCE

October 2006 Board approval of an additional Line Item budget
request for the Agricultural Research and Extension
Service for FY 2008 in the amount of $10,000,000,
General Funds, for a Research Dairy Facility.
Expenditure of these funds, and any other University
funds, and proceeding ahead with the Facility by the
University, must proceed pursuant to Board Policy
Section V.

APPLICABLE STATUTE, RULE, OR POLICY
Idaho State Board of Education Governing Policies & Procedures, Section V.
Subsection K. Construction of Facilities.

BACKGROUND

This topic is presented to the Board for consideration at the beginning of the
Legislative Session (prior to presentations by the Board, the University and the
Extension Service to the Joint Finance and Appropriations Committee) to
authorize the University and its Extension Service in their presentations to seek
appropriation of funds as described above, as well as proceeding
contemporaneously to continue work with counsel for the Idaho Board of Land
Commissioners and to seek modification of the Federal Morrill Act. Both of
these matters are necessary preliminary steps in anticipation of thereafter
presenting to the Board a feasible and fundable plan for acquisition and
operation of the contemplated facility. The University will return to the Board at
the earliest possible time to report on the outcome of these efforts, and if
successful, then request approval to plan and acquire the facility.

DISCUSSION

The concept presented to the Board is the establishment of a full scale operating
dairy, equivalent in size and make-up to the current generation of commercial
dairies in the state of ldaho, which operates in a similar fashion as a commercial
dairy, and uses the revenues from the operations to sustain the dairy, while
concurrently providing an opportunity for the University to perform research and
to study all aspects of the full scale operations in a fashion that can never be
duplicated in a laboratory setting. Additionally the dairy will provide the
University (and other education partners) with unique opportunities to enhance
the education of students in these operations.

BAHR — SECTION I TAB 3 Page 1



BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
UNIVERSITY OF IDAHO - continued

The need for the facility is based on a) the significant impact and contribution the
dairy and livestock industry has on the state’s economy, b) the need for research
on a full scale to help improve these operations from a financial standpoint, an
operations standpoint and an environmental standpoint and c) the longstanding
relationship of the University of Idaho (the State’s land grant agriculture college)
with the dairy and livestock industry in Idaho and its leading role in education and
research in this area.

The feasibility for build-out under this concept comes through one-time legislative
appropriation, significant contribution from the state’s dairy industry and changes
in federal law to free up dormant equity in the state’s Agriculture Endowment
lands. Feasibility of self-sustaining operations is evidenced by the cash flow
analysis as well as the risk analysis all contained in the operating projections.

Attached hereto are detailed materials outlining the need for a full scale livestock
research facility of this nature, showing the feasibility of its operations, and
outlining the educational and research programs it will enhance as follows:

e Attachment 1: CLES Concept Overview which addresses the need for
the Center and outlines the overall picture for acquisition and build-out.

e Attachment 2: Preliminary Plans for Center Programming which outlines
the education, research and outreach aspects for the facility.

e Attachment 3: Aerial view of property which can be used for acquisition
of the proposed Center by the state’s Agriculture College Endowment and
by the University.

e Attachment4: Summary of Projected Build-out Costs outlining the
advantages of using the Agriculture College Endowment for acquisition of
the land, buildings and fixtures to furnish to the University.

e Attachment5: Self-Sustaining Operating Analysis with cash flow
projections, operating projections and risk analysis (with Exhibits).

IMPACT
Estimated financial impact for the proposed Center is a $10 million one-time
General Fund appropriation by the Legislature to the Agriculture Research and
Extension program, a contribution from the Idaho dairy Industry, and use of
dormant equity in the state’s Agriculture Endowment. Additionally, the University
will need to fund certain additional research/faculty positions as well as technical
and clerical support positions.

At this point the University seeks permission to pursue the one-time Legislative
appropriation and necessary changes in federal law. Expenditure of these funds
and use of the endowment assets will be brought back before the Board upon
successful completion of the federal law changes and the Legislative
appropriation efforts.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

INSTITUTION / AGENCY AGENDA
UNIVERSITY OF IDAHO - continued

ATTACHMENTS
e Attachment 1 — CLES Concept Overview Page 5
e Attachment 2 — Preliminary Plans for Center Programming Page 9
e Attachment 3 — Aerial Views Page 19
e Attachment 4 — Projected Build-out Costs Page 21
e Attachment 5 — Self-Sustaining Operating Analysis Page 23

STAFF COMMENTS AND RECOMMENDATIONS
Staff poses the following questions:

e Will State appropriations be requested in the future for replacement cattle,
additional capital projects, staffing, or occupancy costs?

e |s the organization being created as a not-for-profit organization?

e Are the milk, cattle and related cost assumptions congruent with historical
patterns?

Staff recommends approval for the Ul to proceed with gaining support for the
budget request as already approved by the Board, and to continue with efforts to
modify the Federal Morrill Act, with the understanding that authority to proceed
with planning and construction will be sought later.

BOARD ACTION

A motion to approve the request by the University of Idaho to seek a one-time
appropriation of General Funds for the Agriculture Extension Service for FY 2008
in the amount of $10 million from the Idaho Legislature, and to seek modification
of the federal Morrill Act for the purpose of allowing the State of Idaho to apply
real estate assets in the Agriculture College Endowment for acquisition of real
estate, buildings and fixtures for experimental farms and provide these assets to
the University of Idaho for use as the endowment beneficiary. This approval is
for seeking the appropriation and federal law changes only. The University shall
return to the Board after completion of these steps for further authority to proceed
with planning and construction.

Moved by Seconded by Carried Yes No
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Attachment 1 — CLES Concept Overview

CONCEPT OVERVIEW
Center for Livestock and Environmental Studies

Impact of Dairy Industry in Idaho
University of Idaho Programatic Coverage of Livestock and Food Sciences Industry
Construction and Operation

Build Out Costs And Funding

Self-sustaining Operations

Impact of Dairy Industry in ldaho

According to the United States Department of Agriculture, the State of Idaho is the 5th largest
milk producer in the United States, producing 10,161 million pounds of milk in 2005. As of
December 31, 2005, the State of Idaho had over 700 dairy farm operators producing over 10
billion pounds of milk from over 450,000 cows milking. The State of Idaho has consistently
increased production during the past 10 years. This production increase has been the result of
existing dairies growing through expansion and new construction. Milk production increased by
11.7% from 2004 to 2005, the greatest among the top 5 milk producing states. Between 1996
and 2005, milk production increased 115%. See Table I.

Table I:
Idaho Milk Production (source USDA)
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Economic Contributions of the Idaho Dairy Industry include:

e In 2005, on-farm cash receipts from milk produced in ldaho farms amounted to $1.439
billion, ranking it as the largest single sector in the state's agriculture industry.

e The State of ldaho dairy industry grew from a $73 million dollar industry in 1970 to a
healthy $1 billion industry in 2005 with trends representing further growth.

e The estimated state and local tax revenues from the Direct and Secondary Economic Impacts
of Dairy Farming and Dairy Product Manufacturing in the Magic Valley area are estimated at
$67,480,700.

e The dairy farming and dairy product manufacturing industries in south central Idaho pay
approximately $7.4 million each year in property taxes.

e The dairy farming industry in south central Idaho provided a direct economic stimulus to the
local economy of $140.0 million that was either paid to its employees or used for the
purchase of goods and services from local vendors.

University of Idaho Programatic Coverage of
Livestock and Food Sciences Industry
(See attached Preliminary Plans for Center Programming prepared by the College
of Agriculture and Life Sciences)
Construction and Operation

Build-Out Costs and Funding.

The College of Agriculture and Life Sciences at the University of Idaho has been
working with the Idaho dairy industry to examine the feasibility of building and operating
a full scale dairy to serve as a state of the art teaching, research and extension platform
in ldaho. An initial projection of the cost to build, equip, stock and commence
operations of a full scale dairy ranges from a high of $34,985,031 to a low of
$25,760,443 depending on the scale of the operation and certain equipment and
construction choices.

The initial funding concept was $5,000,000 from the dairy industry (including the
value of the milking herd to be donated to the research dairy by industry members), $10
million of one time appropriated funds from the legislature, and $10 million of funding
from the Ul. These funds are insufficient to meet even the lower projection of build-out
and start up costs.

The Ul has been researching an alternative funding mechanism for a significant
portion of the initial cost. The alternative mechanism will utilize the $5,000,000 donation
from the dairy industry, up to $10,000,000 of one time appropriated funds from the
legislature along with land values held by the State of Idaho for the benefit of the
University of Idaho in the Agriculture College endowment.
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Under the alternative mechanism, the Agriculture College endowment, through
the State Board of Land Commissioners and the Department of Lands, would sell or
exchange real property that the Endowment now holds and acquire the real property,
buildings and fixtures necessary for the full scale operating dairy. The Endowment
would then provide use of the real property, buildings and fixtures to the University (as
the endowment beneficiary) to equip the dairy and commence operations using the
appropriated funds and the donation from the Dairy Industry.

Attachment 3 shows aerial views of the land currently occupied by the
University’s small scale dairy and the adjacent Caine Veterinary Teaching Center.
These lands lie south of Caldwell and north of Lake Lowell in an area of rapid residential
growth. The 280 acres occupied by the small scale dairy are owned by the Agriculture
College Endowment and could be prime for sale or exchange. The 40 acres occupied
by the Caine Center are held in fee title by the Board of Regents and could also be sold
in conjunction with the endowment lands to maximize the transaction value with the
proceeds used to fund a re-located modernized Caine Center. Feasibility of this
relocation is also being explored.

The alternative funding mechanism utilizing the Agriculture College Endowment
would eliminate the deficits that exist in the original funding mechanism. Attachment 4
shows the projected build-out costs on operating setup costs for the dairy. The top
breakdown shows all costs for the high and low ranges. The highlighted lines show
items that are not considered to be real estate that could be furnished by the
endowment (the herd, the rolling stock and the operating contingency fund). The
balance of the costs (with some adjustment for non-fixture equipment) could be
furnished by the endowment. The bottom breakdown shows only the build-out totals
that could be furnished by the endowment and illustrates that the endowment could fund
close to 75% of the total costs to build and commence operations.

The alternative mechanism will require changes to the Federal Morrill Act which
established the Agriculture College Endowment and which contains certain limitations
on use of the lands given to the states and use of the funds generated from those lands.
Changes would be necessary to allow the endowment to use its assets to acquire the
buildings and fixtures of the operating dairy as well as the underlying land, and to
recognize the right of the State Board of Land Commissioners as the endowment
trustee to then furnish the land, buildings and fixtures directly to the University as the
beneficiary of the endowment for the University’s use in carrying out the purposes of the
endowment. The changes to the Morrill Act would be proposed by the University as
beneficiary in conjunction with the State Board of Land Commissioners as the trustee.

If we are successful in revising the Morrill Act, then the one time appropriation of
$10,000,000 of agriculture extension funds from the legislature can be multiplied three
times over using the combination of the $5,000,000 donation from the Dairy Industry
and the dormant equity in the Agriculture Endowment Lands to create a world class, self
funding, operating research dairy.
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Self-Sustaining Operations of the Dairy

The proposed dairy operation will be a fully operational modern and efficient dairy. Any
excess revenue generated from dairy operations, after a working capital reserve is
established, will be used to fund additional research and educational activities that will
benefit the State of Idaho. Due to the fact that the dairy will be an asset of the
Agriculture College Endowment and that there need be no conventional financing for
the overall project; it is recommended that a working capital reserve be established for
the protection of the endowment asset by assuring available cash to weather volatility in
prices as well as ensuring ongoing maintenance and replacement of worn out or
obsolete buildings and fixtures and adequate funding for any environmental work to be
done. Once the working capital reserve reached a maximum set by mutual agreement
between the University and the endowment, excess revenues can be furnished to the
University to be used for additional research and educational activities that will benefit
the State of Idaho and its citizens.

The proposed size of the dairy herd is representative of a commercial herd needed to
meet research needs of the University. Researchers will have the ability to perform
studies that focuses on a small dairy farm, as well as the large dairy farms, and their
effects to Idaho's well being. The educational opportunities provided to university
students and faculty by conducting research and training in a commercial dairy is
necessary to test the economic feasibility of experimental technologies at the facility.

Attachment 5 is a financial overview of the operations accompanied by attached cash
flow projections. Also discussed is a plan of risk avoidance through hedging of milk
price received and feed price paid, as well as a discussion of market volatility and risk
accompanied by “pivot tables” modeling the effects of changes in milk production, feed
cost and gross milk price, each evaluated under a low, middle and high scenario. The
overview shows that through use of recognized risk management techniques and the
Operating Reserve discussed above, the business risk from operations is minimized.

The financial overview shows that if properly funded at the outset, the concept of the
self funding operating dairy is quite feasible.
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Attachment 2 — Preliminary Plans for Center Programming

PROPOSED
CENTER FOR LIVESTOCK AND
ENVIRONMENTAL STUDIES

Preliminary Plans

Center Programming:
Teaching, Research & Extension

Institutions:

College of Agricultural & Life Sciences
University of Idaho

December 15, 2006
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College of Agricultural and Life Sciences
I. Overview

The dairy industry of Idaho has grown rapidly during the past decade. This growth has been
coupled with increased environmental impacts to air, soil and water quality. Additionally,
Idaho’s dairy industry can be characterized as progressive and technologically advanced.
Production practices across the region have incorporated new technologies that are markedly
more complex than those of a decade ago.

The rapid growth and technological advancements in the dairy industry have increased the
demand for well-trained managers and workforce, as well as a demand for individuals with a
strong understanding and knowledge in technology. Importantly, the industry demands
individuals with both practical understanding of the production and working knowledge of
sophisticated technologies. The beef industry in Idaho, particularly the feedlot sector, is also a
technologically advanced industry that is vital to Idaho’s economy.

The proposed Idaho Center for Livestock and Environmental Studies is vital for the College of
Agricultural and Life Sciences to serve the mission and its responsibility to educate participants
in these advanced industries. The proposed center will enhance the cooperative partnership
with the livestock industries, other institutions and organizations to create a network of teaching
and research faculty in animal and veterinary sciences, biological and agricultural engineering,
agricultural economics, microbiology and soil science, along with industry professionals and
dairy producers, to construct comprehensive educational programs based on strong experiential
teaching/learning components to meet the livestock industries’ demand for a knowledgeable
gualified workforce and to find research-based solutions to environmental and production
problems facing the industry.

Il. Mission and Vision

College of Agricultural and Life Sciences

The College of Agricultural and Life Sciences’ mission is to support economic growth and
enhance the quality of life for the people of Idaho by:
e preparing students to be innovative leaders in a global society
o helping people improve their lives through research-based education and leadership
development focused on issues and needs, and
e providing new knowledge to support agriculture and enhance the understanding of
natural and human resources.

As a dynamic and responsive knowledge organization serving needs in agriculture, natural
resources, the environment, families, consumers, youth and communities, we will integrate the
functions of teaching, research and extension in an environment of academic excellence that
addresses:
¢ the needs for lifelong learning through innovative instructional programs,
e creative solutions to needs in Idaho through a research system that generates and
applies knowledge, and
e an extension system that extends this knowledge to Idaho citizens for use in problem-
solving at a time and place of their convenience.

BAHR — SECTION I TAB 3 Page 10



BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Aligned with the CALS mission, the stated roles of the Animal and Veterinary Science (AVS),
the Biological and Agricultural Engineering (BAE) departments are to conduct focused,
comprehensive and integrated research, extension, and teaching programs that specifically and
directly support animal agriculture in fully integrated, sustainable systems. Providing well-
trained individuals to function in livestock industry-related career fields has always been a
significant component of CALS educational programs. However, the extraordinary expansion
and advanced technology of livestock production systems require that teaching programs to
serve Idaho’s leading agricultural industries be strengthened and comprehensive.

lll. Program Description - Instruction
llI-A. Goals, Objectives and Student Learning Outcomes

Animal & Veterinary Sciences

A major challenge is to expose prospective students to the opportunities provided by careers in
Idaho’s animal agricultural industries. The overall goal for utilizing the new center would be:
¢ to develop an alternative instructional delivery system to improve students’ experiential
learning in dairy and beef management.

The majority of freshmen enrolled as AVS majors do not have typical agricultural backgrounds
on a farm or ranch. Approximately 65 percent of AVS freshmen have only limited experience
with large animals. The proposed livestock research and teaching center will be a valuable tool
to provide transformational experiences to students who are bright and ambitious but who are
naive to the career opportunities of animal agriculture. This educational model incorporating
experiential learning is consistent with the strategic plan recently adopted by the University of
Idaho.

Biological and Agricultural Engineering

The primary educational objectives for graduates in the B.S. Biological and Agricultural
Engineering from the Department of Biological and Agricultural Engineering are:
e Can apply their technical expertise to solve engineering problems
o Have the demonstrated ability to apply their knowledge of math, science and
engineering to the technical problems they encounter, including the design of
experiments and data analysis,
o Know how to effectively use modern engineering tools to solve engineering problems,
e Understand the design process and how it is used to develop solutions to engineering
problems, and
¢ Can work in interdisciplinary and diverse team situations to produce an effective
engineering solution.

The primary educational objectives for graduates in the B.S. Agricultural Systems Management
program are:
e Have mechanical skills needed to develop, construct, alter, and repair agricultural
equipment systems, and
e Have knowledge in business, and in physical and biological sciences for application to
systems and technology development to creatively solve agricultural problems.
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I11-B. Degree Programs
Primary Undergraduate Programs Associated with CLES and Livestock Industry

Animal & Veterinary Sciences

Students majoring in Animal and Veterinary Science have four degree options from which to
select depending on their career goals:

B.S. Animal Science - Production,

B.S. Animal Science - Business,

B.S. Animal Science - Dairy Science, and
B.S. Animal Science - Science/Preveterinary

PwpnE

All students, regardless of the degree option they select, are expected to acquire basic
understanding of principles of animal agriculture. Beyond the basic principles, each degree
option provides specialization for a variety of career directions. Students completing the first
three options (Production, Business, and Dairy Science) are expected to be qualified for entry-
level management positions in livestock-related enterprises, while the Science/Preveterinary
degree option students are prepared for post-graduate study.

Biological and Agricultural Engineering

The teaching programs in the Department of Biological and Agricultural Engineering included
degree programs in agricultural engineering and biological systems engineering (collaborative
with the College of Engineering) and in agricultural systems management. The five engineering
options in the Biological and Agricultural Engineering program (B.S. BAE) are:

B.S. BAE — Agricultural Engineering

B.S. BAE — Biological Systems Engineering
B.S. BAE - Environmental Engineering

B.S. BAE — Food and Bioprocess Engineering
B.S. BAE - Soil and Water Engineering

arwnpE

The Agricultural Systems Management (B.S. ASM) emphasizes the use and management of
equipment and systems based on an understanding of their design and operations. The
degree options in the B.S. ASM program are:

B.S. ASM - Agricultural Information Systems

B.S. ASM — Water and Waste Management Systems
B.S. ASM — Agricultural Production Management
B.S. ASM — Agricultural Machine Systems

PwnhPE

Additional Degree Programs Associated with CLES and Livestock Industry

Other degree programs in the College of Agricultural and Life Sciences which would also utilize
the CLES for the education and training of majors include:

1. B.S. Soil and Land Resources
2. B.S. Agricultural Economic/Agribusiness
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I1I-C. Animal Science Curriculum

The proposed center would provide a first-hand view of progressive, integrated dairy and beef
production systems for students in all AVS degree options during their first and second years of
enrollment as they are learning the basic principles. These experiences will be provided in short
(3 to 5 day) field visits to the center. Students will become acquainted with the large scale
livestock teaching and research facility. AVS faculty located at the center will provide lectures
and laboratories pertinent to production activities at the Center.

A primary modification to the existing curriculum for animal science majors will be inclusion of a
semester-long immersion experience at the CLES. During their junior and senior years,
students would participate in either a semester-long internship in livestock
management/production or an undergraduate research experience at the Center. During the
production/management internships, students will participate in all management areas of the
operation including herd health, feeding, breeding, milking, and office/accounting. As part of the
internship experience, students will be required to be engaged in a research project under the
mentorship of a faculty member at the Center. Students would conduct a literature review of the
research topic and process the generated data for presentation in written and oral form. The
internship will be a requirement for all Dairy Science option majors and a strongly encouraged
elective for students enrolled in the other AVS animal science options. Such an experience
would greatly benefit students pursuing a career in veterinary medicine or in livestock
production. Students will be able to complete other required coursework and interact with AVS
faculty in Moscow via compressed video during their time at the CLES.

I11-D. Other CALS Degree Curricula

The other B.S. degree programs (Biological and Agricultural Engineering, Soil Science,
Agribusiness, Ag Systems Management) will also utilize the CLES for internships and
undergraduate research projects. Students will be strongly encouraged to pursue an
internship/Undergraduate Research Experience or utilize the CLES for a capstone design
experience/project. Students will be able to complete other required coursework and interact
with AVS faculty in Moscow via compressed video during their time at the CLES.

llI-E. CALS/CSI Integrated Agriculture Programs (2+2 curricula)

Currently, students can complete General Education Requirements and fundamental courses
for the B.S. Agricultural Science and Technology and undergraduate degree programs (Animal
Science, Agribusiness, Crop and Soil Science) at CSl in existing two-year A.A. programs.
Upper division courses from CALS are offered via compressed video at CSI so that students
can complete the B.S. AST degree in Twin Falls. Students enrolled in CSI programs and
planning B.S. degree program completion at the University of Idaho will have the opportunity to
undertake an internship at the CLES prior to attending Ul in Moscow. Students will be able to
complete additional upper division courses in animal science and interact with AVS faculty in
Moscow via compressed video during their time at the CLES.
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llI-F. Professional and Graduate Programs

The proposed center would greatly enhance opportunities for training of post-graduate and
professional students (proposed and potential graduate research areas - please see Program
Description-Research). The CLES, with its cutting-edge technology and experimental design,
will greatly enhance and facilitate training and education in the following graduate programs:

M.S. and Ph.D. Animal Science

M.S. and Ph.D. Biological and Agricultural Engineering

M.S. and Ph.D. Soil and Land Resources

M.S. and Ph.D. Entomology

M.S. and Ph.D. Microbiology, Molecular Biology and Biochemistry
M.S. Agricultural Economics

ogkrwnNE

Veterinary students (DVM with WSU College of Veterinary Medicine) enrolled in large animal
medicine rotations at the Caine Veterinary Teaching Center will have the opportunity to utilize
animals at the CLES to learn physical examination skills and surgical procedures. Availability of
the CLES dairy and beef animals will provide additional experiences associated with
animal/herd health and environmental issues at a commercial scale research facility not
currently available at the Caine Center in the WOI veterinary curriculum.

IV. Delivery Technology & Facilities

The proposed Center for Livestock and Environmental Studies will offer and provide for
numerous ancillary teaching functions. The laboratory/classroom facility will contain modern,
high technology capability for innovative research, both basic and applied, and will allow and
support high-quality graduate training and education. Compressed video capability of the
classrooms will allow faculty located at the Center and at Moscow to instruct undergraduate and
graduate courses and provide lectures for courses in CALS degree programs, bi-directionally
between the Ul campus and the Center. The compressed video linkage will also provide for
undergraduate and technical courses offered between the College of Southern Idaho and the
CLES.

Living facilities will also be available to accommodate undergraduate and graduate students
during their time at the CLES. These facilities will also be utilized by faculty to facilitate travel
from other locations to the CLES for teaching and research purposes.

V. Program Description - Research and Extension

With the rapid growth of the dairy industry during the past two decades, concern has arisen as
to the industry’s potential environmental impact. The proposed Research Center will serve a
pivotal role in understanding environmental problems confronting the dairy industry while
researching and demonstrating control technologies and management solutions that will be
economically viable and sustainable. Modern technology at the proposed Center will allow
efficient monitoring and data collection not currently available. Further, the increased size will
allow multiple evaluations within a single herd or facility improving experimental control of critical
variables.
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Odor and air quality research at the Center will focus on quantifying and reducing the amount of
odorous compounds (such as ammonia and hydrogen sulfide), particulates, and greenhouse
gases that are generated on typical dairies in the Pacific Northwest. To accomplish this goal,
specialized research barns and confined lots are designed to assist engineers and animal
scientists in developing dairy and livestock systems which will minimize air and particulate
emissions while maintaining high levels of production.

As an example, the “Environmental Research Barn” is planned to have eight rooms that will
house eight cows in each room. These rooms will serve as “environmental chambers”, where
independently controlled air and manure handling systems allow researchers to investigate the
interactions between feed type, confined housing configuration, and waste (manure)
management system to the quantity and composition of odor and air emissions. Research will
also be conducted on developing “farm friendly” manure treatment systems that reduce odor
and air emissions while preserving the fertilizer-value of manure.

Dairies in Idaho and Pacific Northwest are unique strictly because they are in a desert.
Research at the Center will focus heavily on developing management systems which conserve
our finite supply of water while relying on manure and wastewater from the dairy and feedlot to
grow high-yield and high-quality crops. Irrigation engineers will work along side soil and crop
scientists to establish highly-efficient production systems that minimize detrimental impacts to
the soil or to groundwater.

Farmers have known since the beginning of time that manure is valuable for it fertilizer value to
grow crops. Research at the Center will also focus on other valuable aspects of manure,
especially as it relates to energy production and land reclamation. Researchers will evaluate
technologies such as gasification, anaerobic digestion, and sequencing anaerobic batch-
reactors to produce energy or natural gas while reducing air emissions and the volume of
material normally associated with storing manure on the farm. Wastewater from the Center will
be used to produce “energy crops” such as switch grass, rapeseed, and hybrid-sugar beets that
are uniguely fashioned for their high-oil or sugar qualities that can be used in bio-diesel or
ethanol production. With fertilizer being the major input to these value-added crops, the vast
guantities of manure on farms offer an alternative revenue stream for livestock producers.
Lastly, researchers will investigate several techniques to process manure into products such as
hydro-seed mixtures, bio-mulches, or pelleted compost so they can be marketed off the farm.
These products, because of the soil building properties have become heavily sought after, not
only by gardeners, but also by land renovation projects related to highway construction, erosion
control and mining reclamation.

The Center for Livestock and Environmental Studies will have sufficient size and experimental
design to address a wide variety of basic research needs. Additionally, the center will allow for
translational research which must occur for technology transfer (extension) and adoption by the
dairy industry.
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The major research and extension/outreach performed at this world class, cutting edge facility
will include:

nutrient management

odor, greenhouse gas, and particulate control

water utilization and protection

production management — nutrition, reproduction, lactation, animal health, economics
and sustainability

green energy production

e labor management

Research will also be conducted on functional foods that will provide value-added benefits to
milk produced in Idaho. Importantly, research efforts in biosecurity may lead to a need for a
facility capable of studying potential bioterrorism agents.

The Center will tremendously enhance interdisciplinary team or systems approaches to
research, extension, and undergraduate and graduate training and education. Current teams
include: 1) nutrient and odor management and air and water quality with faculty from animal and
veterinary science, soil science, biological and agricultural engineering, environmental sciences,
and agronomy, 2) improved milk composition with faculty from animal and veterinary science,
food science, and human nutrition, 3) food safety with faculty from animal and veterinary
science, food science, microbiology, 4) dairy management with faculty in animal science,
agribusiness, and agricultural economics, 5) reproductive biology with faculty in many
departments and active in the Center for Reproductive Biology, 6) molecular biology with faculty
in animal science, microbiology and molecular biology, 7) Sustainability and enhanced
profitability with faculty in animal science, agribusiness, agricultural economics, and food
science, 8) animal health and diseases with faculty in animal and veterinary sciences (Caine
Veterinary Teaching Center) and microbiology, and, 8) animal welfare with faculty in animal and
veterinary science.

VI. Faculty & Administrative/Technical Support
VI-A. Existing Faculty located at Twin Falls/Kimberly

The College of Agricultural and Life Sciences has faculty and support staff at several locations
around Idaho, but principally at the Research and Extension Centers. The following faculty are
located at the Twin Falls R & E Center. These faculty positions have split appointments in
research and extension and are currently heavily involved in livestock systems and the
associated environmental issues. When the CLES is established, all positions will have
significant research and extension programming at the new Center. The program coordinator
positions advises students in the AST program, coordinates compressed video course
scheduling, and interacts directly with the faculty in the Department of Agricultural and
Extension Education.

e Beef Specialist (1.0 FTE) — Twin Falls
Dairy Specialist (1.0 FTE) — Twin Falls
Soil Environmental Specialist (1.0 FTE) — Twin Falls
Waste Management/Environmental Engineer (1.0 FTE) — Twin Falls
Program Coordinator (staff) — Twin Falls/CSI

These faculty positions have clerical and budgetary support within the Twin Falls Office.
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VI-B. Proposed relocation of faculty

As part of its strategic planning for signature programs, an agricultural engineering position is
being relocated from Aberdeen R & E Center to Twin Falls to strengthen capability in
environmental research. An additional position will be reallocated from another location in a yet
to be determined disciplinary area, but possible areas included forage management,
entomology, and animal health. Additionally, when the CLES is operational a teaching position
will be relocated from campus to Twin Falls to provide direction for first year Ag Education
teachers in southern Idaho, will teach several foundation agricultural sciences courses at CSl in
support of academic programs, and will also advise and mentor students engaged in
internships.

1. Environmental/Agricultural Engineer (1.0 FTE) — from Aberdeen to CLES
2. 1.0 FTE, either forage, entomology, or animal science
3. Agricultural Science Education (1.0 FTE) — from Ul campus to CSI, Twin Falls

VI-C. Required new faculty and support positions:

Currently, the primary research and teaching faculty are located at Moscow and are important to
undergraduate and graduate education across all academic programs in Animal and Veterinary
Sciences. The Moscow-based faculty will support and offer courses for delivery via compressed
video (or other formats) to Twin Falls and to the CLES facility.

It is important that research faculty be located at the CLES to provide a critical disciplinary core
to strengthen on-site research in livestock and environmental areas and to provide strong
collaborative capabilities with Moscow-based scientists, which primarily perform fundamental
and basic research.

The following research faculty and support positions to be located at the CLES will be requested
in the Agricultural Research and Extension Appropriation following development and
construction of the CLES:

Dairy/beef Management (faculty) — Nutrition (1.0 FTE)

Dairy/beef Management (faculty) — Reproduction (1.0 FTE)

Research Veterinarian (faculty)— Animal Disease/Herd Health (1.0 FTE)
Technical Support - Soil & Water Chemistry

Technical Support — Environmental Engineering

Technical Support — Environmental Research

Technical Support — Food Animal Research

Technical Support — Food Animal Research

Clerical Support — CLES Office Coordinator

CoNorLNE

The requested positions will be located at the CLES site. The faculty positions will be primarily
research, but will have some teaching responsibility for courses at the CLES and will serve as
on-site mentors for undergraduates engaged in internships and undergraduate research. The
technician positions will provide research technical support for both Moscow-based and on-site
scientists. The clerical support position provide general office support and perform clerical
duties for the faculty and technical support positions on-site.

The following timeline is provided to demonstrate the planned request for positions and initiation
of academic activities at the CLES.
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Attachment 3 — Aerial View

NORTH

High elevation view — Caldwell and location of Dairy and Caine Veterinary Center
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Attachment 4 — Draft - Projected Build-Out Costs

Build-out prejection - all High Low Difference % change
Cows 5 3,376,250 % 3,376,250 ¢ -

Milking Facility Milking Equipment/Feed Storage -] 7337578 % 5130511 5 2206867 73,.092%
HospitalResearch Milking Bam s 1,113,000 % 853,000 g 220,000 2.38%
Manure Handling/Digester 5 1,392,504 5 1,043,481 g 349,023 3.78%
Scales and Scale House 5 60,000 3 60,000 g - 0.00%
Grading 5 1,650,000 % 1,102,000 g 548 000 L G4,
Feeding Center 5 782,500 % 620,000 5 162,500 176%
Heifer Facility 3 1,719,500 % 811,000 5 108,500 12.02%
Land ] 5,000,000 % 5,000,000 ¢ - 0.00%
Research buildings / classroomallabs 5 4827000 % 2,543,700 5 2.783,300 24.75%
Research Bams 5 a0gson s 633,500 g 175,000 1.00%
Ruolling Stock s 1,195,000 % 1,145,000 ¢ 50,000 0.54%
Wells 3 60,000 S 40,000 5 20,000 0.272%
Utilities b 350,000 % 250,000 g 100,000 1.08%
Working CapitalMinimum Prudent Reserve 5 3,000,000 % 2,500,000 g 500,000 5 479
Equipment Storage 3 350,000 % 210,000 g 140,000 1.52%,
SecurityPerimeter Fencing 3 239200 % 119,600 g 119,500 1.30%
trchitecturs/Design/Permits 5 so0,000 % 250,000 5 250,000 271%
RoadzLandscaping 5 1,224,000 3 232,000 g 992,000 10.75%

§ 34985032 § 257680442 S 9274530 100%

Build-out projection - Real Estate, buildings &
fixtures only
Cows 5 - 3 -5 -

Milking Facility Milking Equipment/Feed Storags 3 7337578 % 5130511 5 2208 867
Hozpital/Research Milking Barm 3 1,113,000 % 853,000 g 270,000
Manure Handling/Digester 5 1,392,504 5 1,043,481 g 349,023
Scales and Scale House 3 60,000 35 60,000 ¢ -

Grading g 1,650,000 % 1,102,000 ¢ 548,000

Feeding Center 3 TE2,500 % 620,000 g 182,500
Heifer Facility 5 1,719,500 % 811,000 5 1,108,500
Land 5 5,000,000 % 5,000,000 g -

Research buildings / classroomsl/labs 5 4,827,000 % 2,543,700 5 2283300
Research Barms 5 g0B500 % 633,500 5 175,000
Raolling Stock 5 - 5 -2 -

Wells 5 60,000 S 40,000 5 20,000

Liilities 5 350,000 § 250,000 5 40,000
Working Capital/Minimum Prudent Reserve 3 - 3 - g -

Equipment Storage 5 350000 % 210,000 5 140,000
Security/Perimeter Fencing 5 239200 % 119,600 g 119,600
Architecture/Design/Permits 5 S00,000 % 250,000 250,000
Rioads/Landscaping 5 1,224,000 % 232,000 5 992,000

$ 27413782 § 18,735,192 5 BET4,580
% of Total Build-out projection all T8% T8,
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Attachment 5 — Self-Sustaining Operating Analysis

Draft - Financial Overview of Operations with Exhibits

Attached to this Operating Analysis are supporting schedules as follows:
Assumptions to Financial Projections
Schedule A — Schedule Sources and Uses of Funds & Cost Estimates,
Schedule B - Cash Flow Projections,
Schedule C - Projected Results from Operations,
Schedule D - Balance Sheet Analysis and
Schedule E - Risk Management Pivot Tables.

It is currently assumed that the research will be conducted with individual grants or
University or college funds. Education will be funded from the University or college
conducting the education. The facility will implement a cost accounting system that
adequately compensates for the use of the facility by each user, research and
education, on a case by case basis.

The financial projections include a sources and uses of funds, a forty-eight month cash
flow, a projected modified accrual income statement and a projected modified accrual
balance sheet. Additionally, pivot charts as shown in Exhibit Al, evaluate the risk
associated to the projections based upon fluctuating milk price, feed costs and milk
production per cow per day.

The sources and uses outlines the sources of funds for the construction of the Center.
The Center will include the land purchase of land, construction of a new 1,800 cow
dairy, population of the mature cattle herd, a research and education laboratory,
environmental research equipment, classrooms and housing. A working capital/prudent
reserve will also be established in the amount of $2,500,000 to cushion the volatility of
the economics of the dairy industry as more fully described in the assumptions to the
financial projections. The individual costs of construction are contained in Exhibit 2,
Schedule Al. The sources of cash as outlined in detail in the projections comes from
JFAC ($10,000,000), University of ldaho ($10,000,000), and the Idaho dairyman
($5,000,000), of which, part will be an in-kind donation.

A forty-eight month projected cash flow can be found in Exhibit 2, Schedule B, and
represents the population of the dairy herd with springers, milk production and
expenses as detailed in the assumptions, and the growth of heifer replacement program
beginning in month 27 of operations. The forty eight month cumulative projected net
cash flow is $186,624 including an investment of $1,383,327 in the heifer replacement
program from month 27 through 48. The breakeven milk price for the projected 48
months is $11.88 per cwt under the assumptions discussed in Exhibit 2, Schedule C.

A projected modified accrual based income statement reflects operation results for the
four year period and is derived from the projected cash flow. The projected income
statement does not include depreciation due to the fact that repairs and maintenance
has been projected high in regards to a new dairy facility and little functional
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obsolescence is foreseen. The cattle equity growth through the establishment of the
heifer replacement program is represented as well as the gain and loss on the sale of
mature cows. The mature herd is projected to be maintained at a value consistent with
inception due to ongoing normal industry culling practices.

Risk Management

Risk management must be practiced in the ongoing daily operations of the Center Dairy
to minimize volatility and therefore risk in the areas of milk price received and feed price
paid. Volatility in the dairy industry can be greatly reduced utilizing risk management
practices (hedging). These practices are commonly used by producers throughout the
United States using well established hedging practices. The hedging practices carried
out in trades at the Chicago Mercantile Exchange and the Chicago Board of Trade
includes evaluating market data and trends and employing strategies to smooth out the
volatility. Exhibit 3 is a summary of the Class Il milk price received over the past 14
years coupled with the expected basis for the State of Idaho. During this period of time
the average gross blend price paid was $11.75 per cwt. assuming an average basis of
$.67 per cwt. As can be seen in the Schedule the gross pay price per cwt. has ranged
between $9.07 per cwt. (2000) and $14.72 per cwt. (2004). While basis can vary
dramatically on a month to month basis a monthly average between November of 2004
and September of 2006 is a negative $0.67 per cwt and is utilized in looking at the data.

A study completed on producers using the Dairy Farmers of America (milk co-op)
hedging program for milk for the period of January 1, 2000 through August 1, 2006
reflects a weighted average of $0.20 per cwt advantage for producers who hedged
versus those that did not hedge milk. While this advantage may not sound significant
the weighted average for hedgers never fell below the $10.80 per cwt. mark. In turn the
hedgers never received in excess of $15.50 per cwt on a weighted average basis.
Bottom line the hedging of milk created stability in a very volatile market.

The same thought process should also be utilized in the grain markets to stabilize the
input costs of grains and feed additives. Since approximately fifty percent of all dairy
expenses are associated with feed it is imperative that active hedging also be utilized in
feed purchases to maximize the milk/feed price ratio.

Due to the fact that the main objective from a dairy operations standpoint is self
sustainability followed by profitability, hedging of the milk (at least 50-60% is
recommended) along with a majority of the feed is highly recommended. The authors
have worked closely with Downe's and O’Neill (D and O) in the past to develop hedge
strategies for various producers and would recommend that a firm such as D and O be
utilized to develop various strategies to meet budget expectations. D and O is
headquartered in Chicago and trades for many different processors and producers with
the main focus being the dairy markets. D and O also has a seat in the dairy
commodities pit at the CME.

As can be seen in the pivot tables in found in Exhibit 2, Schedule E, twenty seven
different scenarios have been evaluated from a cash flow standpoint all driven off of the
base cash flow found in Exhibit 2, Schedule B. Milk production, feed cost and gross milk
price have all been evaluated under a low, middle and high scenario. The tables reflect
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the projected outcomes in both a net cash flow (forty eight month period) and a break
even milk price basis (forty eight month period). As can be seen in the tables should a
$10.00 milk price be received over the whole 48 month term negative cash flow ranging
between $593,000 and $4,624,857 could occur. While the probability of one these
scenarios occurring is very unlikely over a complete 48 month period, in the event that
there are low milk prices for an extended amount of time, high feed prices or milk
production declines a prudent reserve in the amount of $2,500,000 working capital
reserve has been established in the sources and uses to cover shortfalls. Additionally if
the cash flow of the center dairy is performing poorly in the 3rd and 4th year of
operations the heifer replacement program could be curtailed assisting in cash flow of
approximately $1,300,000.

Should milk prices remain high and feed costs remain low with increased production the
cash flow is projected to reflect a positive cash flow of $186,624 to $5,740,526 over the
forty eight month period. From these tables it can be seen once again that there is
volatility in the industry and the need for a prudent reserve coupled with a complete
hedging program must be utilized for the Center dairy operations.
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ASSUMPTIONS TO FINAL PROJECTIONS

Sources and Uses of Funds:

The sources and uses of funds have been compiled from various meetings with industry, government,
University associates and Ag Tech Engineering and Environmental Asscciates (Matt Thompson-Twin
Falls Idaho). The sources and uses will become more definitive as the site committee and the design
committee moves through their process. The sources and uses as presented will act as a roadmap to
overall financial projections of the Center exclusive of University and college faculty and researchers.
The following is a description of the sources and uses.

e |tis assumed that the State of Idaho Dairyman will gift the cows/springers to the Center. It is
projected that the dairyman will gift 1,825 head of mature springers that will enter into the
Center's milking herd during the first five months of operation. Current market value of
mature springers is estimated at 51,850 per head.

¢ A total capital outlay for raw land and the associated interest in a wastewater agreement has
been estimated at $5,000,000. As the site committee continues to move forward this outlay
will become more definitive. Preliminary indications from the site committee indicate that this
outlay is well within reason. Additionally appraisals will be preformed by independent
appraisers prior to any completed purchase/agreament.

¢ Matt Thompson has compiled an estimated cost of the construction for the Center as detailed
in the Cost Estimate Schedule located in Exhibit 2, Schedule A1.

Freestall housing for 800 mature cows (50% ventilated)
1100 open lots for mature cows
Special needs area including hospital maternity area for 180 cows
Research barns for 500 head of dairy and beef cattle
Heifer housing for 2,050 dairy heifers age day old to 27 months
Two double 16 milking parlors with milking and milk storage equipment
One double 8 milking parlor for research and hospital purposes
Feeding center to include 2 commodity barn and asphalt, silage and feed pad
All grading for construction and waste storage
Waste system including gasifier and composite area
Miscellaneous including:
=  Fencing
Wells
Utilities
Roads
Rolling equipment for feed and waste handling

200 2 00 000 O a0

o A working capitallprudent reserve is being projected at 53,000,000 and $2,500,000 for high
and low estimates, respectively. This reserve account will provide a cushion for milk prices
dropping below projections, dramatic cost increases or head health or production issues
(refer to Risk Management section). The board of directors will monitor the prudent reserve
and increase it or decrease based upon monthly, quarterly and annual financial reporting.
Should the board elect to decrease the reserve the funds may only be used for capital
improvements at the Center or returned directly to the University of ldaho-College of
Agriculture and Life Sciences for educational purposes directly related to the Center.

¢ ltis currently projected that a 510,000,000 Joint Finance Appropriations Committze resolution
will fund a portion of the project as well as a matching contribution of $10,000,000 from the

University of Idaho. The Idaho Dairymen will contribute cattle and cash with an estimated
value of 55,000,000.
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ASSUMPTIONS TO FINAL PROJECTIONS (cont.)

Base Cash Flow Projections (inception-48months):

The 4 year cash flow projections are presented on a cash basis with a heifer replacement program being
started in the 27" month of operation. The projections cover a time period of January 2003 (inception of
milking operations) through December of 2011. The cash flow reflects a projected margin of 3186,624 for
the period while also investing in a full heifer replacement program (capital purchase) for the months of 27
through 48. Mo debt repayment is projected with the exception of a normal feed line utilized to inventory
feed (silage and hay) during the harvest season. The following assumptions were made for the
projections based upon historical averages published by the USDA and also reviewed and summarized in
the Moore Stephens Frazer and Torbet Operating Trends (Exhibit 6).

o As discussed in the sources and uses section of the assumptions it is projected that dairyman
of the State of Idaho will gift 1,625 springers (heifers bred 7-9 months) to the Center in order
to populate the dairy.

¢ The cash flow projections represents that those springers will enter the milking herd overa &
month interval.

o [tis anticipated that an annual 10% death rate and cull rate will occur in those springers prior
ta entering the milking herd. Cull heifers are projected to be sold at 5200 per head (average).

o All bull and heifer calves are projected to be sold at birth at an average price of 3200 per
head. A 5% monrtality rate is projected at birth. Heifer calves may be sold to a custom raiser
with an agreement o have first right of refusal to repurchase them at springers in order to
maintain the genetic pool.

¢ [t is projected that an annual cull rate of the mature herd is 33% with a cull cow bringing an
average of $400 per head.

+ Pregnancy rate of cows is projected to 8% of the milking herd {monthly) beginning in the
second month of operation. Pregnant cows are projected to enter the dry corral (not produce
milk) in the 7™ month of their pregnancy and return to the milking herd at the birth of their calf
60 days later. Due to the large influx of cattle populating the herd in the first five months of
operafion a majority of the mature cows will be lactating until months 7 and & causing for
minimal overcrowding. Additionally as cows are projected to go dry and culled the milking
herd will decrease causing the need for large capital expenditures of replacement cattle in
months 9 through 13. The cost of the replacement animal is projected at $1,850.

+ Production per cow per month is projected at inception at 70 |bs. per cow per day (2x) to
increase 72 Ibs in month 8, ento 74 Ibs in month 12 and reaching a maximum at 75 |bs in the
25th month and continuing until the 45 manth.

o Milk price has been projected at $12.00 (gross) per cwt. based upon historical performance in
the |daho market (refer to Exhibit 4). Milk price is volatile with Class lll ranging between
$9.74 and $14.20 for the past 5% years. Thus the need for a well funded prudent reserve in
addition to the center utilizing proper risk management tools in both outputs (milk) and inputs
(feed, energy, etc.)

+ Hauling and state and association charges have been projected at $.30 per cwt. and 5.25 per
cwt., respectively. These costs are in line with industry standards.

+« Crop income has been projected at $5,000 per month and represents a cost savings of

raising feed on land controlled by the Center for the cattle as opposed to purchasing the feed
on the open market.
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ASSUMPTIONS TO FINAL PROJECTIONS (cont.)

+ Research and miscellaneous income have been projected at 5.20 per cwt., dependent on the
accounting methods adopted by the Board of Directors regarding the use of the dairy for the
research this projection may be altered.

s Feed expense for lactating cattle is projected at 53.90 per cow per day; dry cows 52.00 per
cow per day and heifers at $1.40 per head per day. These projected feed costs appear
within industry standards; however, they may vary depending on dairy management and milk
production levels attained, and have been evaluated in pivot tables contained in Exhibit 2,
Schedule E.

* Labor for the ongoing dairy cperations is projected at $1.00 per cwt an industry average.
This labor charge does not include fringe benefits or workman's compensation (under
separate line items) nor dees it include any labor for education or research. The
administrative fee covers the CEOQ position projected at $15,000 per month.

+ The operating expenses are all projected at industry averages (on a per cwt. basis) derived
from experience with actual dairy farms in the Western United States and the Moore
Stephens Wurth Frazer and Torbet, LLP Operating Trends (Exhibit 6).

+ The repairs and maintenance category at $.40 per cwt. is projected to maintain the new
facility as well as to account far minimal depreciation.

» Purchased replacement cows are projected to cost 51,850 per head. As discussed earlier,
as the cows from the initial herd go dry and are culled an abnormal amount of replacements
will need to be purchased for a period of time in the months of 9 through 13. MNormal
replacements are projected to occur after that time averaging approximately 50 head per
month.

o« Day old heifers are projected to be kept and fed by the dairy beginning in month 27 to
establish a self-raised heifer program. While this projection will produce pressure on the
cash flow {due to raising and purchasing replacements for a two year period)

+ |t is projected that feed (hay and silage) will be inventoried at harvest to ensure an annual
supply and that borrowing will be required to cover this. Principal will be paid as the feed is
utilized and is included in the feed section and interest is projected to be paid monthly on
average cutstanding line of $1,500,000 at 7.5%.

¢ Over the projected 48 months, the monthly cash flow ranges from a positive $139,714 in
month 5 to a negative $52,216 in month 48. The large negative is the result of the projection
including the establishment of a heifer replacement program in months 27-48 which i1s an
investment in a capital asset. Owver the 48 month period the cumulative cash flow reaches a
positive $668,973 in month 29 before dropping to 5186,624 in month 48.

Income Statement

The income statement is presented on over a 48 month period in a modified accrual basis. The
income statement projection presents the cash flow statement in annual fashion.

The income statement does not take into account depreciation. The cattle are replaced in an
cngoing dairy like manner through cash flow. Repair and maintenance expenditures, to keep the facility
well maintained, are included in the operating expenses. Functional obsclescence is considered to be
minimal over the four year projection.

Met cash flow projections for years 1-4 reflect a net cash flow of 313,000 in year 1 or $0.97 per
cwt.; $293,641 in year 2 or 0.72 per cwt_; $22 882 or $0.02 per cwt. in year 3 and $443 299 or $1.11 per
cwt. in year 4. Overall projected cash flow for the four year period is 5186,264 or $0.12 per cwt.
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ASSUMPTIONS TO FINAL PROJECTIONS (cont.)

The change in equity has also been projected in the income statement by reducing cash flow by the cost
of the cows sold and offsetting it with the purchase of cows and the equity being built in the self raised
program. The projected equity change for the four year period is $1,383,327 created by positive cash
flow and the establishment of a heifer replacement program (capital purchase) through operational cash

flow.
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DRAFT - For Discussion Purposes Only

SCHEDULE A

Page 1 of 14
SOURCES AND USES OF FUNDS
High/Low % of
High Low Difference Difference
Uses of Funds
Cows $ 3376250 % 3376250 % 0.00%
{al Milking Facility /Milking EquipmentFeed Storage 7,337,578 5,130,911 2206 667 23.92%
(a) Hospital/lResearch Milking Barn 1,113,000 293,000 220,000 238%
Manure Handling/Digester 1,282 504 1,043,481 39 022 3T78%
Scales and Scale House 60,000 60,000 - 0.00%
Grading 1,650,000 1,102,000 548, 000 5045
Feeding Center 782,500 620,000 162,500 1.76%
Heifer Facility 1,719,500 611,000 1,108,500 12.02%
Land 5,000,000 5,000,000 - 0.00%
Research buildings / classroomaiabs. 4 827,000 2,543 700 2,283,300 24 75%
Research Barns 208, 500 633,500 175,000 1.90%
{a) Rolling Stock 1,195,000 1,145,000 30, 0 0.54%
Wells 60,000 40,000 D22%
Utilities 350,000 250,000 1.08%
Waorking Capital/Minimum Prudent Reserve 3,000,000 2,500,000 S542%
Equipment Storage 350,000 210,000 1.52%
Security/Perimeter Fencing 239200 119,600 1.30%
Architecture/Design/Permits 500,000 250,000 271%
Roada/Landscaping 1,224 000 232,000 10.75%
Total Uses of Funds $ 3498503 5 25760443 5 9724585 100%
Sources of Funds
Allied Industry $ 5000000 § 5000000 3 0.00%
Federal / Other Sources - - 0.00%
Idaho Joint Finance Appropriations Committes (JFAC) 10,000,000 10,000,000 0.00%
University of ldaho 10,000,000 10,000,000 0.00%
Total Sources of Funds 25,000,000 25,000,000 D.00%
Surplus/Deficit $ (9,9850231) §  (VED4£3) § (9,224 585)
Footnotes
{a) Unit Costs Price per Price per Total Total High/Low % of
Units Unit High Unit Low High Low Difference Difference
Milking Equipment (2 double 16) 25 817,000 % 782,300 1,634,000 1,564,600 % 659,400 0.75%
Milking Facility {2 double 1) 2 % 1,200,000 % 700,000 2,400,000 1,400,000 RLLIRLLL 10.84%
Freestallz (cows) 400 5 2500 5 2,000 1,000,000 300,000 200,000 2.17%
Ventilated Freestalls 400 S 2500 % 2.000 1,000,000 200,000 200,000 217%
Open Lots {cows) 1100 35 650 S 350 715,000 385,000 330,000 358%
Special Needs 185 588,578 B 181,311 SBB5TE 181,311 407 267 4.42%
$ 7337578 5 5120511 5§ 2206657 2392%
Milking Equipment { 1 double 3) 135 453,000 % 443,000 3 483,000 % 443000 % 20,004 D22%
Milking Facility { 1 double 3) 185 650,000 % 450,000 650,000 450,000 200,000 2.17%
5 1113000 % Bo3000 % 220,000 2.38%
Feed Truck(s) 25 195,000 S 193,000 3 390,000 3 390,000 % 0.00%
Loader (g) 25 150,000 S 150,000 300,000 300,000 0.00%
Tractors 4 5 65,000 S B5,000 260,000 260,000 D.00%
Generator 15 80,000 S 50,000 20,000 50,000 30, 00 0.33%
Skid Steer Loaders 25 40,000 % 30,000 80,000 60,000 20, 00 D22%
Manurs \Vacuum 15 85,000 S 85,000 85,000 85,000 0.00%
$ 1195000 § 1145000 § 0,000 0.54%
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CRAFT - For Discussion Purpeses Only SCHEDULE A1
Fage 2 of 14
University of Idaho Research Dairy Initial Cost Estimates Steel Shell @& $5/sqft (shades)
Concrete ) 350¢yrd
Cairy Facilities
cubic  Low Unit High Unit Totals High Totals Low
Type #Cows Length Width # Sg Pt yds Basis Basis  High Estimate Low Esfimate Estimate Estimate CIF
Freestall 400 1 20000 2500 (% 1,000,000 |§ 200,000
§ 1,000,000 |§ E00,000 Q% (20D,000)
Ventilated Freesiall 400 218] 216 1 2000 2500) % 1,000,000 (¥  20D,000
§ 1,000,000 |§ B00,000 Q% (200,000)
(Open Lots 1100 1 350 650 % 715,000 (§  3B5000
F  TIH000 | § 85,000 § §  (32D,000)
Special Meeds
Hospita’ Area &0 184 B0l 1| 13120) 1215 0 O3MoIe 3 62,007
Matemity Area 120 184 B0l 1| 13120 60.74 ¥ IBlEED |3 82,304
§ GBESTE |§ 81,311 §§ (407,287
Small Reszarch Bams 40 68| & 2720 403| 25000 37500( & ¥ 200,000
calan gates 100 1000 3 3 100,000
Grow Safe 150 1000 £ ¥ 150,000
Beef 500 300 ] ¥ 150,000
Data Ranger 1 33500 3 3 33,500
$ BDES0D |§ 633500Q% (175,000)
Haifer Cperation
calf bam 230 %0 1| 20700 a 5 TMEM (3 -
calf huiches 180 1 250 ] ] 45,000
calf weaning 60 12 a0l & 2180 40 400 ] ]
small lots 180 30 B0l & 400 ] ]
heifer pens 100 70| ZED| 2 300 ] ]
heifer pens 800 170] 250 @ 325 ] ]
breed heifers 700 2000 280 7 350 50| B ! ]
1820 ¥ 1,719500 |§  @11,000 § ¥ (1.108,500)
Double 18 Parlors
Structure 2 TODDODD % 1,400,000
Equipment 16 2 TEZ300 5 1,584,800
(Generator 1 &0000 ] 50,000 | 4,114,000 (¥ 2,014,600 g% (1,009.400)
Double & Parlor
Structurs 1 450000 % 450,000
Equipment E 1 443000 ¥ 442000 0% 1913000Q% BOQ000 Q%  (230,000)
Fzeding Center
Cemmaodity bam 40 201 10 23000 ¥ 220,000
Feed Pad Asphalt 500| 200 1| 150000 2.5 ¥ 375000
Mizer 1 15000 ] 15,0
Scale 105 1 60000 ] 60,000
Feed Trucks 2 185000 ¥ 200,000
Loaders 2 150000 ¥ 300,000
Tractors 4 G000 % 260,000 0% 1792500 |§ 1,830,000 g§ (182,500
(Grading yds
site 400000 1.9 3% 1200000 |§ 760,000
ponds 180000 1.9 25| % 450,000 |§ 242000 §F 1,850,000 |F 1,102,000 §F (548,000)
Waste System
Concretz Cells 234 124 1| 28ma@| 5§27 £ 188,087 |8 147,767
Waste Treat Buld. 00| 128 1| 25000 482 o412 ¥ 282315
Gasifier 1 400000 5 EBDD § 400,000
pits: 2 122 £ ] B5,400
composting asphalt oo 00 1| ©0000 2.5 325]% 3 150,000
pumps 2 4000 3 3 B.DDD
Vacuum Truck 1 g5000 ] ] 85,000
Skid Steer Loaders 2 30000 5 ] G0.000 0 F 1557504 |§ 1138401 9% (386022
Ferimeter Fence 2200 13 ] F 119600 Q9% 230200 (% 11000 Q% (11B,300
Equipment Storage 7000 a0 0| 8 § 0000 )% 350000 |F 210,000 Q% (14D0.000
Roads 10580 25 1| 264000 0.5 ] % 132000 9% E24000 (¥ 132000 Q% (7E2.000
Cows (in kind) 1825 1850 5 % 3376250 §F 3376250 (¥ 2378.250 9% -
Land 1000 5000 5 % 5,000,000 g% 5.000,000 (¥ 5.000.000Q% -
Laboratory (lab) 55 20 40950 350 5 % 1.732500
Laboratory (offics) 52| 104 5408 150 5 % 811,200 g% 3.B27000 (¥ 2542.700 gF (1.283,300)
Housing a 5 ] - ¥ 1,000,000 | ¥ - ¥ (1,000,000)
Wells 1 40000 5 ] 40,000 | § GD.O0D | % 40000 % (20.000)
Uiilities 250000 ] ¥ 250,000 Q% 350000 |§ 250,000 g%  (1D0,000)
\Working Capital 2000000 5 % 2,500,000 g5 3,000,000 (¥ 2500.000 Qg% (500.000)
Dzsign/Permitting 250000 ] % 250,000 g% EODOOD (¥ 250,000 g§  (220,000)
Landscaping 100000 ] % 100,000 Qg% 200,000 (¥ 100,000 g% (200,000)
Total Dairy Cost § 24,085031 § 25700443 § (D,.224,539)
Total Cows 1625 costfcow 30 items  § 1BATD % 14,115
costicow dairy specific items 3 pres % 7,388
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The following 16 pages (Schedule B) contain draft cash flow projections
for the first 48 months of operations of the Center.
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Jan-08 Feb-08 Mar-08
Month 1 Month 2 Month 3

Days per Month K} 28 3
Beqginning Heifers 52 o 1510 1197
Heifers from existing herd 1,825 0 0
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 300 300 300
Ending Heifers 1,510 1,197 887
Springers from Heifer Herd ann 300 300
Less Cull Springers 0 1] 0
Fresh Cows from Existing Herd 0 1] 0
Cows Pregnant 0 1] 68
Purchased Cows 0 0
Beginning Mature Herd 502 876
Cull % {including dead) (Monthly) 2.75% 2.75%
Cull Cows (16) (24)
Ending Mature Herd 576 852
Dry Cows entering 1] 0
Dry Cows Leaving 0 0 0
Total Dry Cows 0 0 0
Dry Cow % 0.00% 0.00% 0.00%
Milking Herd 292 576 852
Total Herd 292 576 852
Diays per Month Yl 28 31
Income SICWT Dollars CWT Dollars CWT Dollars CWT
Lhs. of production per day per lactating cow Lac=1 70 70 70 70
Cwts. Per month 12.00 6,336.40 12.00 11,289.60 12.00 18,488.40
Milk Price (gross) 5 T76,03580 & 1200 3 13547520 § 1200 § 22186080 % 12.00
Milk Hauling $ 0.30 (1,900.92) (0.30) (3,386.88) (0.30) (5,546.52) (0.30)
State and Association $ 0.25 (1,584.10) (0.25) (2,822.40) (0.25) (4,622.10) (0.25)
Calf Sales (dollars per calf) $ 200.00 57,000.00 9.00 57,000.00 505 57,000.00 308
Heifer calf cull sales (dollars per calf) $ 200.00 3,000.00 0.47 2,600.00 0.23 2,000.00 01
Cull Cows ($/head) $ 400.00 3,200.00 0.51 5,400.00 057 0,600.00 0.52
Crop income $ 5,000.00 5,000.00 079 5,000.00 0.44 5,000.00 0.27
Misc_/Research $ 0.20 1,267.28 0.20 2,257.92 0.20 3,697 68 0.20
Total Income $ 142,019.06 § 2241 § 202,523.84 § 17.94 § 288,989.86 $ 15.63
Feed Expense $/head/day
Feed cost per lactating cow per day s 390 % 3530280 § 557 § 62,899.20 § 557 § 102,006.80 % 557
Feed cost per dry cow per day -1 2.00 - - - - - -
Feed cost per heifer per day $ 1.40 G5,534.00 10.34 45,922 40 416 38,495.80 208
Total Feed Expense $ 100,836.80 § 1591 § 109,821.60 $ 9.73 § 141,502.60 $ 7.65
Labor S/person/month
Administrative Fee $ 10,000.00 % 10,00000 & 1588 % 10,000.00 & 089 % 10,000.00 & 0.54
Avg. monthly salary of other laborfexclusive of research s 1.00 5 6,336.40 § 100 § 11,280.60 § 100 % 18,48540 § 1.00
Labor cost per month $ 16,336.40 § 258 § 21,289.60 § 189 § 28,488.40 $ 1.54
Operating Expenses
Supplies $ 0.60 % 380184 % 060 % 677376 § 060 % 11,093.04 5 0.60
Corral cleaning $ 0.09 570.28 0.02 1,016.08 0.09 1,663.96 0.09
Repairs & Maintenance $ 0.40 2,534 55 0.40 4515.84 0.40 7,395.36 0.40
Utilities $ 0.28 1,774.19 028 3,161.08 028 5176.75 0.28
Taxes & License $ 0.21 1,330.64 0.21 2,370.82 0.21 388256 0.21
Payroll Taxes (% of gross) 11% 1,797.00 028 2,341.86 0.21 313372 017
Insurance $ 0.16 1,013.82 018 1,806.34 0.16 2,0958.14 016
Fuel $ 0.14 88710 0.14 1,580.54 0.14 2,588.38 0.14
Legal & Accounting $ 0.07 443 55 0.07 T90.27 007 1,294.19 0.07
Employee benefits $ 0.04 253.45 0.04 451.58 0.04 739.54 0.04
Veterinary and breeding $ 0.14 88710 0.14 1,580.54 0.14 2,588.38 0.14
Testing and trimming -1 0.08 506.91 0.08 an3Aav 0.08 1,479.07 0.08
Hauling livestock $ 0.02 126.73 0.0z 22579 0.02 369.77 0.02
Miscellaneous $ 0.20 1,267.28 0.20 2,257.92 0.20 3,697 68 0.20
Total Operating Expenses $ 17,194.46 § 271§ 29,775.58 § 264 § 48,060.54 % 2.60
% of expenses before capital expenditures to income 95% T9% 75%
Capital Expendifures SMonth
Purchased Cows (Cost'Cow) s 1,850.00 % - 5 - 5 - 5 - 3 - £ -
Other $ - 5 - 5 - $ - $ - 5 - ] -
Total Capital Expenditures $ - $ - S = S - $ - $ -
Borrowing/Repayment of Debt

S - 5 - 5 - 13 - $ - £ - ] -
Facility $ - 5 - 5 - $ - $ - £ - ] -
Interest on Herd line $ - 5 - 5 - $ - $ - £ - ] -
Interest on land (lost opportunity Cost 6.5%) s - 5 - 5 - 5 - 5 - 3 - £ -
Interest on cash contribution (lost opportunity Cost 5.5%) $ - 5 - 5 - 5 - 5 - 3 - £ -
Payhack (Borrow) on herd line Various 5 - 5 - 5 - 5 - 3 - £ -
Feed line interest $ 9,375.00 § 937500 § 148 3§ 9,375.00 § 083 % 037500 % 0.51
Total Debt Service $ 9,375.00 $% 148 § 9,375.00 $ 083 § 9,375.00 $ 0.51
Total Cash Outflows $ 143,742.66 % 2269 § 170,261.78 § 15.08 $ 227,426.54 § 12.30
Net Cash Flow per month $ 1,723.60) $ (0.27) $ 32,262.06 $ 286 § 61,563.32 $ 3.33
Net Cash Flow over the project $ 1,723.60) S 30,538.46 $ 92,101.78




BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Month 4 Month 5 Month 6

Days per Month 30 31 30
Beginning Heifers 887 580 275
Heifers from existing herd 1] 0 0
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 300 300 270
Ending Heifers 580 275 3
Springers from Heifer Herd 300 300 270
Less Cull Springers 0 0 0
Fresh Cows from Existing Herd 0 0 0
Cows Pregnant a0 110 128
Purchased Cows 0 0 0
Beginning Mature Herd 1152 1420 1651
Cull % (including dead) (Monthly) 2.75% 275% 275%
Cull Cows (32) (39) (45)
Ending Mature Herd 1120 1381 1606
Dry Cows entering 0 0 0
Dry Cows Leaving a 0 0
Total Dry Cows 0 0 0
Dry Cow % 0.00% 0.00% 0.00%
Milking Herd 1120 1381 1606
Total Herd 1120 1381 1606
Days per Month 30 31 30
Income Dollars CWT Dollars CwWT Dollars CwT
Lbs. of praduction per day per lactating cow Lac=1 70 70 70
Cwts. Per month 12.00 23,520.00 12.00 29,967.70 12.00 33,726.00
Milk Price (gross) $ 282,240.00 S 1200 § 35061240 % 1200 $ 404,712.00 $ 12.00
Milk Hauling (7,056.00) (0.30) (8,990.31) (0.30) (10,117.80) (0.30)
State and Association (5.880.00) (0.25) (7,491.93) (0.25) (8,431.50) (0.25)
Calf Sales (dollars per calf) 57,000.00 242 57,000.00 1.90 51,300.00 152
Heifer calf cull sales (dollars per calf) 1,400.00 0.06 1,000.00 003 400.00 0.01
Cull Cows ($/head) 12,800.00 0.54 15,600.00 0.52 18,000.00 0.53
Crop income 5,000.00 021 5,000.00 017 5,000.00 0.15
Misc./Research 4,704.00 0.20 5,993.54 0.20 5,745.20 0.20
Total Income $ 350,208.00 § 1489 $ 42772371 § 1427 $ 467,607.90 $ 13.86
Feed Expense
Feed cost per lactating cow per day $ 131,04000 S 557 § 16696290 $ 557 % 18700200 $ 557
Feed cost per dry cow per day - - - - - -
Feed cost per heifer per day 24,360.00 1.04 11,935.00 0.40 126.00 0.00
Total Feed Expense $ 155,400.00 $ 661 § 178,897.90 § 597 § 188,028.00 $ 5.58
Labor
Administrative Fee $ 10,000.00 $ 043 § 10,000.00 $ 033 8 10,000.00 $ 0.30
Avg monthly salary of other labor/exclusive of research $ 2352000 $ 100 $ 20096770 $ 100 $ 3372600 $ 1.00
Labor cost per month $ 33,520.00 § 143 § 39,967.70 $ 133 § 43,726.00 $ 1.30
Operating Expenses
Supplies $ 14,1200 $ 060 § 1798062 § 060 $ 20,23560 $ 0.60
Corral cleaning 2,116.80 0.09 2,697.09 0.09 3,035.34 0.09
Repairs & Maintenance 9,408.00 0.40 11,987.08 0.40 13,490.40 0.40
Utilities 6,585.60 0.28 §,390.96 0.28 9.443.28 0.28
Taxes & License 493920 021 6,293.22 021 7,082.46 021
Payroll Taxes (% of gross) 3,687.20 0.16 4,396.45 0.15 4,809.86 0.14
Insurance 3,763.20 0.16 4,794 83 0.16 5396.16 0.16
Fuel 3,292.80 0.14 4,195.48 0.14 472164 0.14
Legal & Accounting 1,646.40 0.07 2,097.74 0.07 2,360.82 0.07
Employee benefits 940.80 0.04 1,198.71 0.04 1,349.04 0.04
Veterinary and breeding 3,292.80 0.14 4.195.48 0.14 472164 0.14
Testing and trimming 1,881.60 0.08 2,397.42 0.08 2,698.08 0.08
Hauling livestock 470.40 0.02 599.35 0.02 674.52 0.02
Miscellaneous 4,704.00 0.20 5,993.54 0.20 5,745.20 0.20
Total Operating Expenses $ 60,840.80 § 259 § 77,21796 $ 258 § 86,764.04 $ 2.57
% of expenses before capital expenditures te income 1% 69% 68%
Capital Expenditures
Purchased Cows (Cost/Cow) $ - $ - 3 - 3 - S - S -
Other $ - $ - 5 - $ - $ - $ -
Total Capital Expenditures $ - $ - $ - $ - $ - $ -
Borrowing/Repayment of Debt

S - S - 5 - $ - S - S -
Facility S - S - 5 - $ - $ - $ -
Interest on Herd line S - S - 3 - $ - S - S -
Interest on land (lost opportunity Cost 6.5%) $ - $ - 5 - $ - $ - $ -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - 3 - 3 - $ - S -
Payback (Borrow) on herd line S - S - 5 - $ - S - S -
Feed line interest $ 937500 $ 040 $ 9,375.00 § 031 § 937500 $ 0.28
Total Debt Service $ 9,375.00 $ 040 § 9,375.00 $ 031 § 9,375.00 $ 0.28
Total Cash Outflows $ 259,135.80 $ 1102 § 305,458.56 $ 1019 § 327,893.04 $ 9.72
Net Cash Flow per month $ 91,072.20 $ 3.87 § 122,265.15 $ 408 $ 139,714.86 § 4.14
Net Cash Flow over the project $ 183,173.98 $ 305,439.13 $ 445,153.99




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 7 Month 8 Month 9

Days per Month 31 31 30
Beginning Heifers Y 0 0
Heifers from existing herd 0 0 0
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 3 0 0
Ending Heifers 0 0 0
Springers from Heifer Herd 3 0 a
Less Cull Springers a 0 a
Fresh Cows from Existing Herd a 0 a
Cows Pregnant 125 122 121
Purchased Cows 0 0 100
Beginning Mature Herd 1609 1565 1622
Cull % (including dead) (Monthly) 2.75% 275% 275%
Cull Cows (44) (43) (45)
Ending Mature Herd 1565 1622 1677
Dry Cows entering a 0 68
Dry Cows Leaving 0 0 0
Total Dry Cows 0 0 68
Dry Cow % 0.00% 0.00% 4.32%
Milking Herd 1565 1522 1509
Total Herd 1565 1522 1577
Days per Manth 31 31 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of praduction per day per lactating cow Lac=1 72 72 72
Cwts. Per month 12.00 34,930.80 12.00 33,971.04 12.00 32,590.94
Milk Price (gross) $ 419,169.60 $ 1200 § 407,652.48 § 12.00 § 391,081.33 8 12.00
Milk Hauling (10,479.24) (0.30) (10,191.31) (0.30) (9,777.28) (0.30)
State and Association (8.732.70) (0.25) (8,492.76) (0.25) (8,147.74) (0.25)
Calf Sales (dollars per calf) 570.00 0.02 - - 19,000.00 058
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows ($/head) 17,600.00 0.50 17,200.00 0.51 18,000.00 0.55
Crop income 5,000.00 0.14 5,000.00 0.15 5,000.00 0.15
Misc./Research (3,986.16 0.20 6,794.21 0.20 3,518.19 0.20
Total Income $ 430,113.82 § 1231 § 417,962.62 § 1230 $ 421,684.50 $ 12.94
Feed Expense
Feed cost per lactating cow per day $ 18920850 § 542 § 18400980 $ 542§ 17653428 § 542
Feed cost per dry cow per day - - - - 4,089.60 0.13
Feed cost per heifer per day - - - - - _
Total Feed Expense $ 189,208.50 $ 542 § 184,009.80 § 542 § 180,623.88 $ 5.54
Labor
Administrative Fee $ 10,000.00 $ 029 $§ 10,000.00 $ 029 § 10,000.00 $ 0.31
Avg monthly salary of other labor/exclusive of research $ 3493080 $ 100 $ 33097104 § 100 $ 32500904 $ 1.00
Labor cost per month $ 44,930.80 $ 129 § 4397104 $ 129 § 4259094 § 1.31
Operating Expenses
Supplies $ 2095848 § 060 $ 20,38262 § 060 $ 1955457 § 0.60
Corral cleaning 3,143.77 0.09 3,057.39 0.09 293318 0.09
Repairs & Maintenance 13,972.32 0.40 13,588.42 0.40 13,036.38 0.40
Utilities 9,780.62 0.28 9,511.89 0.28 9,125.46 0.28
Taxes & License 733547 021 7,133.92 021 6,844.10 021
Payroll Taxes (% of gross) 4,942 39 0.14 4.836.81 0.14 4,685.00 0.14
Insurance 5,588.93 0.16 543537 0.16 5214.55 0.16
Fuel 4,890.31 0.14 4,755.95 0.14 456273 0.14
Legal & Accounting 244516 0.07 2.377.97 0.07 2,281.37 0.07
Employee benefits 1,397.23 0.04 1,356.84 0.04 1,303.64 0.04
Veterinary and breeding 4,890.31 0.14 4,755.95 0.14 456273 0.14
Testing and trimming 2,794 .46 0.08 2717.68 0.08 2,607.28 0.08
Hauling livestock 698.62 0.02 679.42 0.02 651.82 0.02
Miscellaneous 6,986.16 0.20 6,794.21 0.20 6,518.19 0.20
Total Operating Expenses $ 89,824.23 § 257 § 87,386.44 $ 257 § 83,881.00 $ 2.57
% of expenses before capital expenditures to income 75% 75% 73%
Capital Expenditures
Purchased Cows (Cost/Cow) $ - $ - 5 - $ - S 18500000 § 568
Other $ - $ - 5 - $ - $ - $ -
Total Capital Expenditures $ - $ - $ - $ - $ 185,000.00 $ 5.68
Borrowing/Repayment of Debt

$ - $ - 5 - $ - S - $ -
Facility $ - $ - 5 - $ - $ - $ -
Interest on Herd line $ - $ - 5 - $ - S - $ -
Interest on land (lost opportunity Cost 6.5%) $ - $ - 5 - $ - $ - $ -
Interest on cash contribution (lost opportunity Cost 6 5%) $ - $ - 5 - $ - S - $ -
Payback (Borrow) an herd line $ - $ - 5 - $ - S - $ -
Feed line interest $ 9,375.00 § 027 § 9,375.00 § 028 § 9,375.00 § 0.29
Total Debt Service $ 9,375.00 $ 027 $ 9,375.00 $ 028 § 9,375.00 $ 0.29
Total Cash Outflows $ 333,33853 § 954 $§ 32474228 § 956 $ 501,470.82 §$ 15.39
Net Cash Flow per month $ 96,775.29 §$ 277 % 93,220.33 $ 274 § (79,786.32) $ (2.45)
Net Cash Flow over the project $ 541,929.28 $ 635,149.61 $ 555,363.29




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 10 Month 11 Month 12

Days per Month 31 30 31
Beginning Heifers 0 0 0
Heifers from existing herd a 0 a
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers a 0 a
Ending Heifers 0 0 0
Springers from Heifer Herd 0 0 0
Less Cull Springers 0 0 1]
Fresh Cows from Existing Herd 0 68 a0
Cows Pregnant 120 121 120
Purchased Cows 125 100 85
Beginning Mature Herd 1702 1755 1792
Cull % (including dead) (Monthly) 2.75% 2.75% 2.75%
Cull Cows (47) (43) (49)
Ending Mature Herd 1655 1707 1743
Dry Cows entering a0 110 128
Dry Cows Leaving a (63) (90)
Total Dry Cows 158 200 239
Dry Cow % 9.53% 11.72% 13.71%
Milking Herd 1497 1507 1504
Total Herd 16565 1707 1743
Days per Month 31 30 31
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of praduction per day per lactating cow Lac=1 72 72 72
Cwts. Per month 12.00 33,418.40 12.00 32,549.47 12.00 33,570.17
Milk Price (gross) $ 401,020.76 S 1200 § 390,50366 § 12.00 $ 402,84207 $ 12.00
Milk Hauling (10,025.52) (0.30) (9,764.84) (0.30) (10,071.05) (0.30)
State and Association (8,354.60) (0:25) (8,137.37) (0.25) (8,392.54) (D:25)
Calf Sales (dallars per calf) 23,750.00 071 31,950.40 0.98 33,174.00 099
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows ($/head) 18,800.00 0.56 19,200.00 0.59 19,600.00 0.58
Crop income 5,000.00 0.15 5,000.00 0.15 5,000.00 0.15
Misc./Research G,683.60 0.20 §,500.89 0.20 G,714.03 0.20
Total Income $ 436,874.32 $ 13.07 $ 435,3561.75 § 13.38 § 448 866.51 $ 13.37
Feed Expense
Feed cost per lactating cow per day $ 18101632 § 542 % 176,30964 & 542 § 181,83844 % 542
Feed cost per dry cow per day 9,781.12 029 12,004.80 0.37 14,815.52 0.44
Feed cost per heifer per day - - - - - -
Total Feed Expense $ 190,797.44 § 571 § 188,314.44 § 579 § 196,653.96 $ 5.86
Labor
Administrative Fee $ 10,000.00 $ 030 % 10,000.00 $ 031 % 10,000.00 $ 0.30
Avg monthly salary of other labor/exclusive of research $ 3341840 $ 100 § 3254947 $ 100 $ 3357017 $ 1.00
Labor cost per month $ 43,418.40 § 130 § 4254947 § 131 § 4357017 § 1.30
Operating Expenses
Supplies $ 20,051.04 $ 060 $ 19,529.68 § 060 $ 2014210 $ 0.60
Corral cleaning 3,007 .66 0.09 292945 0.09 3,021.32 0.09
Repairs & Maintenance 13,367.36 0.40 13,019.79 0.40 13,428.07 0.40
Utilities 9,357.15 0.28 9,113.85 0.28 9,399.65 0.28
Taxes & License 7,017.86 021 6,835.39 0.21 7,049.74 021
Payroll Taxes (% of gross) 4776.02 0.14 4,680.44 0.14 479272 0.14
Insurance 5,346.94 0.16 5,207.92 0.16 5,371.23 0.16
Fuel 4,678.58 0.14 4,556.93 0.14 4,699 .82 014
Legal & Accounting 2,339.29 0.07 2,278.46 0.07 2,349.91 0.07
Employee benefits 1,336.74 0.04 1,301.98 0.04 1,342 81 0.04
Veterinary and breeding 4,678.58 0.14 4,556.93 0.14 4,699 82 0.14
Testing and trimming 267347 0.08 2,6803.96 0.08 2,685.61 0.08
Hauling livestock 668.37 0.02 650.99 0.02 671.40 0.02
Miscellaneous (3,683.68 0.20 §,500.89 0.20 6,714.03 0.20
Total Operating Expenses $ 8598273 $ 257 § 83,775.66 $ 257 § 86,368.24 $ 257
% of expenses before capital expenditures to income 73% 2% 73%
Capital Expenditures
Purchased Cows (Cost/Caw) $ 231,250.00 $ 692 § 185,000.00 $ 568 % 157,25000 % 468
Other $ - $ - 5 - $ - $ - $ -
Total Capital Expenditures $ 231,250.00 $ 692 § 185,000.00 $ 568 $ 157,250.00 $ 4.68
Borrowing/Repayment of Debt

$ - S - 5 - $ - $ - $ -
Facility $ - $ - 5 - $ - $ - $ -
Interest on Herd line $ - S - 5 - $ - $ - $ -
Interest on land (lost opportunity Cost 6.5%) $ - $ - $ - $ - $ - $ -
Interest on cash contribution (lost opportunity Cost 6 5%) $ - S - 5 - $ - $ - $ -
Payback (Borrow) an herd line $ - S - 5 - $ - $ - $ -
Feed line interest $ 9,375.00 § 028 § 9,375.00 § 029 § 9,375.00 § 0.28
Total Debt Service $ 9,375.00 $ 028 § 9,375.00 $ 029 § 9,375.00 $ 0.28
Total Cash Outflows $ 560,823.56 $ 16.78 § 509,014.57 § 1564 § 493,217.37 § 14.69
Net Cash Flow per month $ (123,949.24) $ (3.71) $ (73,662.82) $ (2.26) $ (44,350.85) $ (1.32)
Net Cash Flow over the project $ 431,414.05 $ 357,7561.23 $ 313,400.37




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 13 Month 14 Month 15

Days per Month 31 28 31
Beginning Heifers 0 0 a
Heifers from existing herd a 0 0
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers a 0 0
Ending Heifers 0 0 0
Springers from Heifer Herd 0 0 a
Less Cull Springers 0 0 a
Fresh Cows from Existing Herd 110 128 125
Cows Pregnant 120 121 121
Purchased Cows 65 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 2.75%
Cull Cows (50) (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 125 122 121
Dry Cows Leaving (110) (128) (125)
Total Dry Cows 254 247 242
Dry Cow % 14.43% 14.05% 13.79%
Milking Herd 1504 1511 1516
Total Herd 1758 1758 1758
Days per Month 31 28 31
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 74 74 74
Cwts. Per month 12.00 34,509.10 12.00 31,308.75 12.00 34,766.32
Milk Price (gross) $ 41410921 $ 1200 $ 37570499 § 1200 § 41719587 § 12.00
Milk Hauling (10,352.73) (0.30) (9,392.62) (0.30) (10,429.90) (0.30)
State and Association (8,627 28) (0.25) (7,827.19) (0.25) (8,691.58) (0.25)
Calf Sales (dollars per calf) 33,341.20 0.99 33,911.20 1.01 33,288.00 0.99
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows ($/head) 20,000.00 0.58 20,000.00 0.64 20,000.00 058
Crop income 5,000.00 0.14 5,000.00 0.16 5,000.00 0.14
Misc /Research 6,901.82 0.20 6,26175 0.20 6,953.26 020
Total Income $ 460,372.22 § 1337 § 423,658.12 § 1346 § 463,315.66 § 13.36
Feed Expense
Feed cost per lactating cow per day $ 181,87220 § 527 § 165,00557 § 527 § 18322792 § 527
Feed cost per dry cow per day 15,728.16 0.46 13,829.76 044 15,032.97 043
Feed cost per heifer per day - - - - - -
Total Feed Expense $ 197,600.45 § 573 § 178,835.33 $ 571 § 198,260.88 $ 5.70
Labor
Administrative Fee $ 10,00000 $ 029 % 10,000.00 $ 032 § 10,00000 $ 029
Avg. monthly salary of other labor/exclusive of research $ 3450910 $ 1.00 % 3130875 $ 100 $ 3476632 $ 1.00
Labor cost per month $ 44,509.10 $ 129 § 41,308.75 § 132 § 44,766.32 $ 1.29
Operating Expenses
Supplies $ 20,70546 S 060 % 18,78525 $ 060 S 20,85979 § 0.60
Corral cleaning 3,105.82 0.09 2,817.79 0.09 3,128.97 0.09
Repairs & Maintenance 13,803 64 0.40 12,523.50 040 13,906.53 040
Utilities 9,662.55 0.28 8,766 45 028 973457 028
Taxes & License 7,246.91 0.21 6,574.84 021 7,300.93 0.21
Payroll Taxes (% of gross) 4,896.00 0.14 4,543 96 015 4,624 30 0.14
Insurance 5,521.46 0.16 5,009.40 0.16 5,562.61 0.16
Fuel 4,831.27 Q.14 4,383.22 0.14 4,867.29 0.14
Legal & Accounting 241564 0.07 219161 0.07 243364 0.07
Employee benefits 1,380.36 0.04 1,252.35 0.04 1,390.65 0.04
Veterinary and breeding 483127 0.14 438322 014 4 86729 0.14
Testing and trimming 276073 0.08 2,504.70 0.08 278131 0.08
Hauling livestock 690.18 0.02 626.17 0.02 695.33 0.02
Miscellaneous 690182 0.20 626175 0.20 6,953.26 020
Total Operating Expenses $ 88,753.12 § 257 § 80,62422 § 258 § 89,406.46 $ 2.57
% of expenses before capital expenditures to income 72% 1% 72%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 120,250.00 $ 348 % 92,500.00 $ 295 8 92,500.00 $ 2.66
Other $ - S - $ - 5 - S - $ -
Total Capital Expenditures $ 120,250.00 § 348 § 92,500.00 $ 295 § 92,500.00 $ 2.66
Borrowing/Repayment of Debt

$ -8 - % -8 -8 -8 -
Facility $ - S - $ - 3 - S - $ -
Interest on Herd line $ - $ - $ - 5 - $ - $ -
Interest on land (lost opportunity Cost 6.5%) $ - $ - $ - 3 - S - $ -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - $ - 5 - $ - $ -
Payback {(Borrow) on herd line $ - $ - $ - 3 - $ - $ -
Feed line interest $ 937500 $ 027 % 937500 % 030 $ 937500 $ 027
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 $ 030 $ 9,375.00 § 0.27
Total Cash Outflows $ 460,487.66 $ 13.34 § 402,643.30 $ 1286 $ 434,308.66 $ 12.49
Net Cash Flow per month $ (115.44) § 0.02 § 21,01482 § 0.60 $ 29,006.99 § 0.87
Net Cash Flow over the project $ 313,284.93 $ 334,299.76 S 363,306.75




BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Month 16 Month 17 Month 18

Days per Month 30 3 30
Beginning Heifers 0 0 0
Heifers from existing herd 0 0 0
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 0 0 1]
Ending Heifers 0 0 0
Springers from Heifer Herd a 0 0
Less Cull Springers a 0 0
Fresh Cows from Existing Herd 122 121 120
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 275%
Cull Cows (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 120 121 120
Dry Cows Leaving (122) (121) (120)
Total Dry Cows 240 240 241
Dry Cow % 13.68% 13.67% 13.70%
Milking Herd 1518 1518 1517
Total Herd 1758 1758 1758
Days per Month 30 31 30
income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 74 74 74
Cwits. Per month 12.00 33,688.80 12.00 34,815.29 12.00 33,680.14
Milk Price (gross) $ 404,26562 $ 1200 § 417,78343 % 1200 § 404,161.62 $ 12.00
Milk Hauling (10,106.64) (0.30) (10,444 59) (0.30) (10,104.04) (0.30)
State and Association (8,422.20) (0.25) (8,703.82) (0.25) (8,420.03) (0.25)
Calf Sales (dallars per calf) 32,634 40 047 32434 37 0.97 3225805 096
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows ($/head) 20,000.00 0.59 20,000.00 0.57 20,000.00 0.59
Crop income 5,000.00 0.15 5,000.00 0.14 5,000.00 015
Misc /Research 6,737.76 0.20 6,963.06 0.20 6,736.03 0.20
Total Income S 450,108.94 $ 13.36 § 463,032.44 § 13.33 § 449,631.62 S 13.35
Feed Expense
Feed cost per lactating cow per day $ 177,549.09 $ 527 % 183,485.96 $ 527 % 17750341 S 527
Feed cost per dry cow per day 14,42918 043 14,900.63 043 14,452 61 043
Feed cost per heifer per day - - - - - -
Total Feed Expense $ 191,978.28 $ 570 § 198,386.60 $ 570 § 191,956.02 $ 5.70
Labor
Administrative Fee $ 1000000 $ 030 $ 10,000.00 $ 029 $ 1000000 § 0.30
Avg. monthly salary of other labor/exclusive of research $ 3368880 $ 100 § 3481529 $ 1.00 § 33,680.14 § 1.00
Labor cost per month S 43,68880 $ 130 § 4481529 § 129 § 43,680.14 $ 1.30
Operating Expenses
Supplies S 2021328 $ 060 § 20,880.17 § 080 $ 20,208.08 $ 0.60
Corral cleaning 3,031.99 0.09 3,133.38 0.09 303121 0.09
Repairs & Maintenance 13,475.52 040 13,926.11 0.40 13,472.05 0.40
Utilities 9,432.86 0.28 9,748.28 0.28 9,430.44 0.28
Taxes & License 7,074.865 0.21 7.311.21 0.21 707283 021
Payroll Taxes (% of gross) 480577 0.14 492968 0.14 4,804.81 0.14
Insurance 5,390 21 0.16 5,570.45 0.16 5,388 .82 016
Fuel 471643 0.14 487414 0.14 471522 014
Legal & Accounting 2,358.22 0.07 2,437.07 0.07 2,357.61 0.07
Employee benefits 1,347.55 0.04 1,392.61 0.04 1,347.21 0.04
Veterinary and breeding 471643 0.14 487414 0.14 471522 014
Testing and trimming 269510 0.08 278522 0.08 2,694 41 0.08
Hauling livestock 673.78 0.02 £96.31 0.02 873.60 0.02
Miscellaneous 6,737.76 0.20 6,963.08 0.20 6,736.03 0.20
Total Operating Expenses $ 86,669.56 $ 257 §$ 89,530.83 § 257 § 86,647.54 $ 257
% of expenses before capital expenditures to income 72% 72% 72%
Capital Expenditures
Purchased Cows (Cost/Cow) S 9250000 $ 275 % 9250000 $ 266 % 9250000 $ 275
Other $ - $ - 5 - $ - $ - $ -
Total Capital Expenditures $ 92,500.00 $ 275 § 92,500.00 $ 266 $ 92,500.00 $ 275
Barrowing/Repayment of Debt

$ - $ - 5 - $ - $ - $ -
Facility S - $ - 5 - $ - $ - S -
Interest on Herd line S - $ - 3 - $ - $ - $ -
Interest on land (lost opportunity Cost 6.5%) S - $ - 3 - $ - $ - $ -
Interest an cash contribution (lost opportunity Cost 6 5%) S - $ - 5 - $ - $ - $ -
Payback (Borrow) on herd line S - $ - 5 - $ - $ - $ -
Feed line interest $ 9,375.00 § 028 § 9,375.00 § 027 § 9,375.00 & 0.28
Total Debt Service $ 9,375.00 $ 028 § 9,375.00 $ 0.27 § 9,375.00 $ 0.28
Total Cash Outflows $ 42421163 $ 1259 § 434,607.71 $ 1248 § 424,158.70 $ 12.59
Net Cash Flow per month $ 2589731 $ 0.77 § 2842474 § 0.85 § 2547292 § 0.76
Net Cash Flow over the project $ 389,204.06 $ 417,628.80 $ 443,101.72




BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Month 19 Month 20 Month 21

Days per Month 31 31 30
Beginning Heifers a 0 0
Heifers from existing herd 0 0 0
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 0 0 0
Ending Heifers 0 0 0
Springers from Heifer Herd a 0 0
Less Cull Springers 0 0
Fresh Cows from Existing Herd 120 120
Cows Pregnant 121 121
Purchased Cows 50 50
Beginning Mature Herd 1808 1808
Cull % (including dead) {(Monthly) 2.75% 275%
Cull Cows (50) (50)
Ending Mature Herd 1758 1758
Dry Cows entering 121 121
Dry Cows Leaving (120) (120)
Total Dry Cows 241 242
Dry Cow % 13.69% 13.72% 13.77%
Milking Herd 1517 1617 1516
Total Herd 1758 1758 1758
Days per Month Kl 31 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 74 74 74
Cwts. Per month 12.00 34,807.58 12.00 34,794.73 12.00 33,652.41
Milk Price (gross) $ 41760093 § 1200 $ 41753678 % 1200 § 40382888 $ 12.00
Milk Hauling (10,442.27) (0.30) (10,438.42) (0.30) (10,085.72) (0.30)
State and Association (8,701.89) (0.25) (8,698.68) (0.25) (8,413.10) (0.25)
Calf Sales (dollars per calf) 32,405.18 0.97 32,361.41 0.96 32,365.66 0.96
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows ($/head) 20,000.00 057 20,000.00 057 20,000.00 0.59
Crop income 5,000.00 0.14 5,000.00 0.14 5,000.00 0.15
Misc./Research 6,961.52 0.20 5,958.95 0.20 6,730.48 0.20
Total Income $ 46291346 § 1333 § 462,720.03 $ 1333 § 449,416.20 $ 13.36
Feed Expense
Feed cost per lactating cow per day $ 18344534 § 527 % 16337764 § 527 § 17735728 § 527
Feed cost per dry cow per day 14,921.47 043 14,956.19 043 14,527 55 0.43
Feed cost per heifer per day - - - - - -
Total Feed Expense $ 198,366.81 $§ 570 $ 198,333.82 § 570 § 191,884.83 $ 5.70
Labor
Administrative Fee $ 10,00000 $ 029 % 10,000.00 % 029 % 10,000.00 S 0.30
Avg. monthly salary of other labor/exclusive of research $ 3480758 § 100 § 3479473 § 100 § 3365241 % 1.00
Labor cost per month $ 44,807.58 §$ 129 § 4479473 § 129 § 43,652.41 § 1.30
Operating Expenses
Supplies $ 2088455 § 060 $ 2087684 $ 060 $ 2019144 $ 0.60
Corral cleaning 3,132.68 0.09 3,131.53 0.09 3,028.72 0.09
Repairs & Maintenance 13,923.03 0.40 13,917 .89 040 13,460 96 0.40
Utilities 9,746.12 028 9,742 52 028 9,422 67 0.28
Taxes & License 7,309.59 0.21 7,306.89 0.21 7,067.01 0.21
Payroll Taxes (% of gross) 4,928 83 0.14 4927 42 0.14 4.801.76 0.14
Insurance 5,569.21 0.16 5,567.16 0.16 5,384.39 0.16
Fuel 4,873.06 0.14 4,871.26 0.14 4.711.34 0.14
Legal & Accounting 243653 0.07 243563 0.07 2,355 67 0.a7
Employee benefits 1,392.30 0.04 1,391.79 0.04 1,346.10 0.04
Veterinary and breeding 4,873.06 0.14 4871.26 0.14 4711.34 0.14
Testing and trimming 2,784.61 0.08 2,783.58 0.08 2,692.19 0.08
Hauling livestock 696.15 0.02 695.89 0.02 673.05 0.02
Miscellaneous 6,961.52 0.20 6,958.95 0.20 5,730.48 0.20
Total Operating Expenses $ 89,5611.25 § 2567 § 89,478.62 §$ 257 § 86,677.11 $ 2.57
% of expenses before capital expenditures to income 72% 72% 72%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 266 $ 92,500.00 $ 266 § 92,500.00 S 275
Other $ - $ - $ - $ - S - $ -
Total Capital Expenditures $ 92,500.00 $ 266 $ 92,500.00 $ 266 § 92,500.00 $ 275
Borrowing/Repayment of Debt

$ - $ - $ - $ - S - $ -
Facility $ - $ - $ - $ - $ -5 -
Interest on Herd line $ - $ - $ - $ - S - $ -
Interest on land (lost apportunity Cost 6 5%) $ - $ - $ - $ - $ -5 -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - $ - $ - $ - $ -
Payback (Borrow) on herd line $ - $ - $ - $ - S - $ -
Feed line interest $ 937500 $ 027 § 937500 $ 027 § 937500 $ 0.28
Total Debt Service $ 9,375.00 § 027 § 9,375.00 § 027 § 9,375.00 $ 0.28
Total Cash Outflows $ 434,560.63 $ 1248 § 434,48217 $ 1249 § 423,980.35 $ 12.60
Net Cash Flow per month $ 28,352.83 § 085 § 28,237.86 § 085 § 25426.85 $ 0.76
Net Cash Flow over the project $ 471,454.55 $ 499,692.40 $ 525,119.26




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 22 Month 23 Month 24

Days per Month 31 30 31
Beginning Heifers 0 0 0
Heifers from existing herd a 0 a
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 1] 0 1]
Ending Heifers 0 0 0
Springers from Heifer Herd 0 0
Less Cull Springers 0 0
Fresh Cows from Existing Herd 121 121
Cows Pregnant 121 121
Purchased Cows 50 50
Beginning Mature Herd 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75%
Cull Cows (50)
Ending Mature Herd 1758 1758
Dry Cows entering 121 121
Dry Cows Leaving (121 (121)
Total Dry Cows 243 243
Dry Cow % 13.80% 13.81%
Milking Herd 1615 1516
Total Herd 1758 1758
Days per Month 31 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 74 74 74
Cwts. Per month 12.00 34,762.27 12.00 33,637.12 12.00 34,759.07
Milk Price (gross) $ 41714728 § 1200 $ 40364543 % 1200 $ 41710887 S 12.00
Milk Hauling (10,428.68) (0.30) (10,091.14) (0.30) (10,427.72) (0.30)
State and Association (8,690.57) (0.25) (8,409.28) (0.25) (8,689.77) (0.25)
Calf Sales (dollars per calf) 32,467.81 0.97 32,536.10 0.97 32,566.21 0.97
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows ($/head) 20,000.00 0.58 20,000.00 0.59 20,000.00 0.58
Crop income 5,000.00 0.14 5,000.00 0.15 5,000.00 0.14
Misc./Research 6,952.45 0.20 §,727.42 0.20 5,951.81 0.20
Total Income $ 462,44829 § 13.34 § 449 408.53 $ 13.36 § 462,509.40 $ 13.34
Feed Expense
Feed cost per lactating cow per day $ 183,206.58 § 527 % 17727671 % 527 % 183,189.71 S 527
Feed cost per dry cow per day 15,043 .91 043 14,568 .87 043 15,052 56 043
Feed cost per heifer per day - - - - - -
Total Feed Expense $ 198,250.49 § 570 $ 191,845.58 $ 570 $ 198,242.27 § 5.70
Labor
Administrative Fee $ 10,000.00 $ 029 § 10,000.00 $ 030 $ 10,00000 $ 029
Avg. monthly salary of other labor/exclusive of research $ 3476227 $ 100 § 3363712 % 100 $ 3475907 $ 1.00
Labor cost per month $ 44,762.27 § 129 § 4363712 $ 130 § 44,769.07 $ 1.29
Operating Expenses
Supplies $ 20,857.36 $ 060 % 2018227 % 060 $ 20,85544 $ 0.60
Corral cleaning 3,128.60 0.09 3,027.34 0.09 3,128.32 0.09
Repairs & Maintenance 13,904 .91 0.40 13,454 .85 0.40 13,903.63 0.40
Utilities 9,733.44 0.28 9.418.39 0.28 9,732.54 0.28
Taxes & License 7,300.08 021 7,063.79 0.21 7,299.41 021
Payroll Taxes (% of gross) 4,923 85 0.14 4,800.08 0.14 492350 0.14
Insurance 5,561.96 0.16 5,381.94 0.16 5,561.45 0.16
Fuel 4,866.72 0.14 4,709.20 0.14 4,866.27 Q.14
Legal & Accounting 243336 0.07 2,354 .60 0.07 243314 0.07
Employee benefits 1,390.49 0.04 1,345.48 0.04 1,390.36 0.04
Veterinary and breeding 4.866.72 0.14 470920 0.14 4,866.27 0.14
Testing and trimming 2,780.98 0.08 2,690.97 0.08 2,780.73 0.08
Hauling livestock 69525 0.02 B72.74 0.02 695.18 0.02
Miscellaneous 6,952.45 0.20 6,727.42 0.20 6,951.81 0.20
Total Operating Expenses $ 89,396.17 $ 257 § 86,538.28 $ 257 § 89,388.04 $ 2.57
% of expenses before capital expenditures to income 72% 2% 72%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 266 % 92,500.00 % 275§ 92,500.00 $ 2.66
Other $ - S - $ - $ - $ - S -
Total Capital Expenditures $ 92,500.00 $ 266 $ 92,500.00 $ 275 § 92,500.00 $ 2.66
Barrowing/Repayment of Debt

$ - $ - $ - $ - $ - $ -
Facility $ - $ - $ - 3 - $ - $ -
Interest on Herd line $ - S - $ - 3 - $ - S -
Interest on land (lost apportunity Cost 6.5%) $ - $ - $ - 3% - $ - $ -
Interest on cash contribution (lost opportunity Cost 6 5%) $ - S - $ - 3 - $ - S -
Payback (Borrow) on herd line $ - S - $ - 3 - $ - S -
Feed line interest $ 9,375.00 § 027 % 9,375.00 % 028 § 9,375.00 § 0.27
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 $ 028 § 9,375.00 $ 0.27
Total Cash Outflows $ 43428393 § 1249 § 42389598 $ 1260 $§ 434,264.38 $ 12.49
Net Cash Flow per month $ 28,164.36 $ 084 § 2551256 $ 076 § 28,245.02 $ 0.85
Net Cash Flow over the project $ 553,283.62 $ 578,796.17 $ 607,041.19




BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Month 25 Month 26 Month 27

Days per Month 31 28 31
Beginning Heifers 0 0 0
Heifers from existing herd 1] 0 81
Cull Heifers % (including dead) 0.84% 0.84% 084%
Heifers Entering Herd as Springers a 0 0
Ending Heifers 0 1] 81
Springers from Heifer Herd 0 0 0
Less Cull Springers 0 o] 0
Fresh Cows from Existing Herd 121 121 121
Caows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 275%
Cull Cows (50) (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 243 243 243
Dry Cow % 13.81% 13.81% 13.80%
Milking Herd 1615 1515 1515
Total Herd 1758 1758 1758
Days per Month 31 28 31
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 35,229.41 12.00 31,820.71 12.00 35,232.78
Milk Price (gross) $ 42275208 S 1200 % 381,848.50 § 12.00 $ 42278336 $ 12.00
Milk Hauling (10,568.82) (0.30) (9,546.21) (0.30) (10,569.83) (0.30)
State and Association (8.807.35) (0.25) (7,955.18) (0.25) (8,808.19) (0.25)
Calf Sales (dollars per calf) 32,568.54 .97 32,560.27 097 16,281.72 0.49
Heifer calf cull sales (dollars per calf) - - - - - -
Cull Cows (S/head) 20,000.00 Q.57 20,000.00 0.63 20,000.00 0.57
Crop income 5,000.00 0.14 5,000.00 0.16 5,000.00 0.14
Misc./Research 7,045.88 0.20 5,364.14 0.20 7,046.56 0.20
Total Income $ 467,991.22 § 1333 § 428271.52 § 13.41 § 451,743.60 $ 12.84
Feed Expense
Feed cost per lactating cow per day $ 183,192.96 § 520 % 16546768 § 520 § 18321045 § 520
Feed cost per dry cow per day 15,050.89 0.43 13,592.78 043 15,041.92 043
Feed cost per heifer per day - - - - 3,515.40 0.10
Total Feed Expense $ 198,243.85 § 563 § 179,060.46 $ 563 § 201,767.77 $ 5.73
Labor
Administrative Fee $ 10,000.00 $ 028 % 10,000.00 $ 031 8 10,000.00 $ 0.28
Avg_monthly salary of other labor/exclusive of research $ 3522041 $ 100 § 3182071 $ 100 § 3523278 $ 1.00
Labor cost per month $ 4522941 § 128 § 41,820.711 § 131 § 4523278 $ 1.28
Operating Expenses
Supplies $ 2113765 $ 060 §$ 19,09242 §$ 060 § 2113967 $ 0.60
Carral cleaning 3,170.65 0.09 2,863.86 0.09 3,170.95 0.09
Repairs & Maintenance 14,091.77 0.40 12,728.28 0.40 14,093.11 0.40
Utilities 9,864.24 0.28 8,909.80 0.28 9,865.18 0.28
Taxes & License 7,398.18 021 6,682.35 0.21 7,398.88 021
Payroll Taxes (% of gross) 497524 0.14 4,600.28 0.14 497561 0.14
Insurance 5,636.71 0.16 5,091.31 0.16 5637.24 0.16
Fuel 483212 0.14 4,454 90 0.14 493259 0.14
Legal & Accounting 2,466.06 0.07 2,227 .45 0.07 2,466.29 0.07
Employee benefits 1,409.18 0.04 1,272.83 0.04 1,409.31 0.04
Veterinary and breeding 493212 0.14 4,454 .90 0.14 403259 0.14
Testing and trimming 2,818.35 0.08 2,545.66 0.08 2,818.62 0.08
Hauling livestock 704.59 0.02 636.41 0.02 704.66 0.02
Miscellaneous 7,045.88 0.20 5,364.14 0.20 7,046.56 0.20
Total Operating Expenses $ 90,582.71 $ 257 § 81,92460 $ 257 § 90,591.26 $ 2.57
% of expenses before capital expenditures to income 1% 1% 75%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,50000 $ 263 % 9250000 $ 291 8 9250000 $ 263
Other $ - $ - $ - 5 - $ - $ -
Total Capital Expenditures $ 92,500.00 $ 263 § 92,500.00 $ 291 § 92,500.00 $ 2.63
Borrowing/Repayment of Debt

$ - S - $ - 3 - S - $ -
Facility $ - $ - $ - 8 - $ -8 -
Interest on Herd line $ - S - $ - 5 - S - $ -
Interest on land (lost oppartunity Cost 6.5%) $ - $ - $ -8 - $ -8 -
Interest on cash contribution (lost opportunity Cost 6 5%) $ - S - $ - 5 - S - $ -
Payback (Borrow) on herd line $ - S - $ - 5 - S - $ -
Feed line interest $ 9,375.00 $ 027 % 9,375.00 $ 020 § 9,375.00 $ 0.27
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 $ 029 § 9,375.00 $ 0.27
Total Cash Outflows $ 43593098 $ 1237 § 404,680.77 $ 1272 § 439,466.81 $ 12.47
Net Cash Flow per month $ 32,060.24 § 096 §$ 23,590.75 $ 069 § 12,276.78 $ 0.37
Net Cash Flow over the project $ 639,101.44 $ 662,692.19 $ 674,968.98




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 28 Month 29 Month 30

Days per Month 30 31 30
Beginning Heifers 81 161 240
Heifers from existing herd 81 81 81
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers a 0 0
Ending Heifers 161 240 319
Springers from Heifer Herd 0 0 0
Less Cull Springers 0 0 0
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 275% 2.75%
Cull Cows (50) (50) (
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 30 31 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 34,098.79 12.00 35,236.69 12.00 34,100.28
Milk Price (gross) $ 409,18542 $ 1200 $ 42284031 $ 1200 § 409,20331 S 12.00
Milk Hauling (10,229.64) (0.30) (10,571.01) (0.30) (10,230.08) (0.30)
State and Association (8,524.70) (0.25) (8,809.17) (0.25) (8,525.07) (0.25)
Calf Sales (dollars per calf) 16,277.46 048 16,270.64 0.46 16,266.71 0.48
Heifer calf cull sales (dollars per calf) 200.00 0.01 200.00 0.01 400.00 0.01
Cull Cows ($/head) 20,000.00 0.59 20,000.00 0.57 20,000.00 0.59
Crop income 5,000.00 0.15 5,000.00 0.14 5,000.00 0.15
Misc /Research 6,819.76 0.20 7,047.34 0.20 6,820.06 0.20
Total Income $ 438,728.31 § 12.87 § 451,978.11 § 1283 § 438,934.92 $ 12.87
Feed Expense
Feed cost per lactating cow per day $ 17731368 8 520 § 183,230.80 §$ 520 § 177,32143 8 5.20
Feed cost per dry cow per day 14,549 91 043 15,031.49 043 14,545 93 043
Feed cost per heifer per day 6,762.00 0.20 10,416.00 0.30 13,398.00 0.39
Total Feed Expense $ 198,625.59 § 583 § 208,678.29 $ 592 § 205,265.37 $ 6.02
Labor
Administrative Fee $ 10,00000 $ 029 $ 10,000.00 $ 028 % 10,00000 $ 029
Avg. monthly salary of other labor/exclusive of research $ 3400879 § 100 § 35,236.69 § 1.00 § 34,10028 & 1.00
Labor cost per month $ 44,098.79 $ 129 § 4523669 § 128 $ 44,100.28 $ 1.29
Operating Expenses
Supplies $ 2045927 S 060 $ 21,14202 § 060 S 20,460.17 S 0.60
Corral cleaning 3,068.89 0.09 3,171.30 0.09 3,069.02 0.09
Repairs & Maintenance 13,639.51 0.40 14,094 68 040 13,6401 0.40
Utilities 9,547 66 028 9,866.27 028 9,548.08 0.28
Taxes & License 7,160.74 0.21 7,399.71 021 7,161.06 0.21
Payroll Taxes (% of gross) 485087 0.14 4,976.04 014 485103 0.14
Insurance 5,455.81 0.16 5,637.87 0.16 5456.04 0.16
Fuel 4,773.83 0.14 4,933.14 0.14 4,774.04 0.14
Legal & Accounting 2,386.91 0.07 2,466.57 0.07 2,387.02 0.07
Employee benefits 1,363.95 0.04 1,400.47 0.04 1,364.01 0.04
Veterinary and breeding 477383 0.14 493314 014 477404 0.14
Testing and trimming 272790 0.08 2.818.94 0.08 272802 0.08
Hauling livestock 681.98 0.02 T704.73 0.02 682.01 0.02
Miscellaneous 6,819.76 0.20 7,047.34 0.20 6,820.06 0.20
Total Operating Expenses $ 8771091 § 257 § 90,601.20 § 257 § 87,714.70 $ 2.57
% of expenses before capital expenditures to income 75% 76% 7%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 271 % 92,500.00 $ 263§ 92,500.00 S 271
Other $ - S - 5 - $ - S - S -
Total Capital Expenditures $ 92,500.00 $ 271 8 92,500.00 $ 263 § 92,500.00 $ 2.7
Barrowing/Repayment of Debt

$ - $ - 5 - $ - $ - $ -
Facility $ - S - 5 - $ - S - S -
Interest on Herd line $ - $ - 3 - ] - $ - $ -
Interest on land (lost opportunity Cost 6 5%) $ - S - 5 - $ - S - S -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - $ - § - $ - $ -
Payback (Borrow) on herd line $ - $ - 3 - $ - $ - $ -
Feed line interest $ 937500 $ 027 % 937500 $ 027 § 937500 $ 0.27
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 § 027 $ 9,375.00 $ 0.27
Total Cash Outflows $ 43231029 $ 1268 § 446,391.18 § 1267 $ 438,955.34 $ 12.87
Net Cash Flow per month $ 6,418.02 § 019 § 5586.93 § 015 § (20.42) $ (0.00)
Net Cash Flow over the project $ 681,387.00 $ 686,973.93 $ 686,953.51




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 31 Month 32 Month 33

Days per Month 31 31 30
Beginning Heifers 319 397 474
Heifers from existing herd 81 a1 81
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers a 0 0
Ending Heifers 397 474 551
Springers from Heifer Herd 0 0 a
Less Cull Springers 0 0 a
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 2.75%
Cull Cows (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 31 31 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 35,236.84 12.00 35,236.74 12.00 34,099.81
Milk Price (gross) $ 42284212 $ 1200 $ 42284090 $ 1200 § 40919774 § 12.00
Milk Hauling (10,571.05) (0.30) (10,571.02) (0.30) (10,229.94) (0.30)
State and Association (8,809.21) (0.25) (8,809.19) (0.25) (8,524.95) (0.25)
Calf Sales (dollars per calf) 16,265.41 0.46 16,265.65 0.46 16,265.85 0.48
Heifer calf cull sales (dollars per calf) 600.00 0.02 600.00 0.02 800.00 0.02
Cull Cows ($/head) 20,000.00 Q.57 20,000.00 0.57 20,000.00 059
Crop income 5,000.00 0.14 5,000.00 0.14 5,000.00 0.15
Misc /Research 7,047.37 0.20 7,047 35 0.20 6,819.96 020
Total Income $ 452,374.64 § 1284 § 452,373.68 § 1284 § 439,328.66 $ 12.88
Feed Expense
Feed cost per lactating cow per day $ 18323159 § 520 § 18323105 § 520 § 177,319.02 § 520
Feed cost per dry cow per day 15,031.08 043 15,031.36 043 14,547 .17 043
Feed cost per heifer per day 17,229 .80 0.49 20,571.60 058 23,142.00 068
Total Feed Expense $ 21549247 $ 612 § 218,834.01 § 6.21 § 215,008.19 § 6.31
Labor
Administrative Fee $ 10,00000 $ 028 % 10,000.00 $ 028 % 10,00000 $ 029
Avg. monthly salary of other labor/exclusive of research $ 35,236.84 $ 1.00 § 35,236.74 $ 1.00 $ 34,099.81 $ 1.00
Labor cost per month $ 45236.84 S 128 § 4523674 $ 128 $ 44,099.81 $ 1.29
Operating Expenses
Supplies $ 2114211 060 % 21,14204 § 060 S 2045989 § 0.60
Corral cleaning 3,171.32 0.09 3,171.31 0.09 3,068.98 0.09
Repairs & Maintenance 14,004 74 0.40 14,094 70 040 13,639.92 040
Utilities 9,866.32 0.28 9,866.29 028 9,547.95 028
Taxes & License 7,399.74 0.21 7,399.72 021 7,160.96 021
Payroll Taxes (% of gross) 4 .976.05 0.14 4497504 014 485098 0.14
Insurance 5,637.89 0.16 5,637.88 0.16 5455.97 0.16
Fuel 4,933.16 0.14 4,933.14 0.14 4,773.97 0.14
Legal & Accounting 2,466.58 0.07 2,466 57 0.07 2,386.99 0.07
Employee benefits 1,409.47 0.04 1,400.47 0.04 1,363.99 0.04
Veterinary and breeding 493316 0.14 4493314 014 477397 0.14
Testing and trimming 281895 0.08 281894 0.08 272798 0.08
Hauling livestock T704.74 0.02 704.73 0.02 682.00 0.02
Miscellaneous 7,047.37 0.20 7,047 35 0.20 5,819.96 020
Total Operating Expenses $ 90,601.58 $ 257 § 90,601.32 $ 257 § 87,71352 § 257
% of expenses before capital expenditures to income 78% 78% 79%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 263 § 92,500.00 $ 263§ 92,500.00 $ 271
Other $ - S - $ - 5 - S - $ -
Total Capital Expenditures $ 92,500.00 $ 263 § 92,500.00 $ 263 § 92,500.00 $ 271
Borrowing/Repayment of Debt

$ -8 - -8 -8 -8 -
Facility $ - S - $ - 3 - S - $ -
Interest on Herd line $ - $ - $ - 5 - $ - $ -
Interest on land (lost opportunity Cost 6.5%) $ - $ - $ - 3 - S - $ -
Interest on cash contribution (lost opportunity Cast 6.5%) $ - $ - $ - 5 - $ - $ -
Payback (Borrow) on herd line $ - $ - $ - $ - $ - $ -
Feed line interest $ 937500 $ 027 % 937500 $ 027 § 937500 $ 027
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 $ 027 § 9,375.00 $ 0.27
Total Cash Outflows $ 453,205.90 $ 1286 § 456,547.08 $ 1296 $ 448,696.52 $ 13.16
Net Cash Flow per month $ (831.26) § (0.02) § (4,173.39) $ (0.12) § (9,367.87) $ {0.27)
Net Cash Flow over the project $ 686,122.25 $ 681,948.86 S 672,580.99




BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Month 34 Month 35 Month 36

Days per Month 31 30 31
Beginning Heifers SE1 627 702
Heifers from existing herd a1 a1 a1
Cull Heifers % (including dead) 0.84% 0.84% 084%
Heifers Entering Herd as Springers 0 0 0
Ending Heifers 627 702 777
Springers from Heifer Herd 0 0 a
Less Cull Springers 0 0 a
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 275%
Cull Cows (50) (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 31 30 30
income Dollars CWT Dollars CWT Dollars CWT
Lbs. of praduction per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 35,236.04 12.00 34,099.10 12.00 35,235.61
Milk Price (gross) $ 42283254 § 1200 $ 40918914 3 1200 $ 42282730 % 12.40
Milk Hauling (10,570.81) (0.30) (10,229.73) (0.30) (10,570.68) (0.31)
State and Association (8,809.01) (0.25) (8,524 77) (0.25) (8,808.90) (0.26)
Calf Sales (dollars per calf) 16,266.07 0.46 16,266.95 0.48 16,267.81 048
Heifer calf cull sales (dollars per calf) 1,000.00 0.03 1,000.00 0.03 1,200.00 0.04
Cull Cows ($/head) 20,000.00 0.57 20,000.00 0.59 20,000.00 0.57
Crop income 5,000.00 0.14 5,000.00 0.15 5,000.00 0.14
Misc./Research 7,047.21 0.20 5,819.82 0.20 7,047.12 0.21
Total Income $ 452,765.99 $ 1285 § 439,521.41 § 1289 § 452.962.65 $ 13.26
Feed Expense
Feed cost per lactating cow per day $ 183,22743 § 520 $ 177,315.30 $ 520 % 183,225.16 § 537
Feed cost per dry cow per day 15,033.21 043 14,549 08 043 15,034 38 0.45
Feed cost per heifer per day 27.211.80 077 29,484 00 0.88 33,721.80 1.00
Total Feed Expense $ 22547245 $ 640 S 221,348.37 § 6.51 § 231,981.34 § 6.82
Labor
Administrative Fee $ 10,00000 $ 028 $ 10,000.00 $ 029 $ 10,00000 $ 029
Avg. monthly salary of other labor/exclusive of research $ 35,236.04 § 100 § 34,000.10 § 1.00 § 3523561 § 1.03
Labor cost per month $ 45236.04 $ 128 § 4409910 $ 129 § 4523561 $ 1.33
Operating Expenses
Supplies $ 2114163 $ 060 $ 20,45946 § 060 $ 21,141.37  § 0.62
Corral cleaning 317124 0.09 3,068.92 0.09 3171.20 0.09
Repairs & Maintenance 14,094 42 0.40 13,639.64 0.40 14,094 24 0.41
Utilities 9,866.00 0.28 9,547.75 0.28 9,865.97 0.29
Taxes & License 7,399.57 021 7,160.81 0.21 7,399.48 022
Payroll Taxes (% of gross) 497596 0.14 485090 0.14 497592 0.15
Insurance 5637.77 0.16 5,455.86 0.16 5,637.70 0.17
Fuel 4,933.05 0.14 4,773.87 0.14 4,932.99 0.14
Legal & Accounting 2,466.52 0.07 2,386.94 007 2,466.49 0.07
Employee benefits 1,409.44 0.04 1,363.96 0.04 1,400.42 0.04
Veterinary and breeding 493305 014 477387 0.14 493299 0.14
Testing and trimming 2818.88 0.08 2,727.93 0.08 2,818.85 0.08
Hauling livestock T04.72 0.02 68198 0.02 704.71 0.02
Miscellaneous 7,047.21 0.20 5,819.82 0.20 7,047.12 0.21
Total Operating Expenses $ 90,599.55 $ 257 % 87,711.70 $ 257 § 90,6598.45 $ 265
% of expenses before capital expenditures to income 80% 80% 81%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 263 § 92,500.00 $ 271 8 92,500.00 $ 271
Other $ - $ - 5 - 5 - $ - $ -
Total Capital Expenditures $ 92,500.00 $ 263 $ 92,500.00 $ 271§ 92,500.00 $ 27
Barrowing/Repayment of Debt

$ - $ - 5 - 5 - $ - $ -
Facility $ - $ - 5 - 5 - $ - $ -
Interest on Herd line $ - $ - 5 - 5 - $ - $ -
Interest on land (lost apportunity Cast 6.5%) $ - 8 - 5 - 5 -8 -8 -
Interest on cash contribution (lost opportunity Cost 6 5%) $ - $ - 5 - 5 - $ - $ -
Payback (Borrow) on herd line $ - $ - 5 - 5 - $ - $ -
Feed line interest $ 9,375.00 § 027 § 9,375.00 § 027 § 9,375.00 § 0.27
Total Debt Service $ 9,375.00 $ 027 $ 9,375.00 $ 027 § 9,375.00 $ 0.27
Total Cash Outflows $ 463,183.04 S 1316 § 45503417 § 13.36 $ 469,690.40 $ 13.79
Net Cash Flow per month $ (10,417.06) $ (0.29) $ (15,512.76) $ (0.47) $ (16,727.74) § (0.53)
Net Cash Flow over the project $ 662,163.93 $ 646,651.17 $ 629,923.43




BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2006

Month 37 Month 38 Month 39

Days per Month 31 28 31
Beginning Heifers i 851 925
Heifers from existing herd 81 a1 81
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 0 0 a
Ending Heifers 851 925 998
Springers from Heifer Herd 0 0 0
Less Cull Springers 0 0 0
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 2.75%
Cull Cows (50) (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 30 30 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 35,235.60 12.00 31,825.72 12.00 35,235.64
Milk Price (gross) $ 42282716 § 1240 % 38190858 $ 1120 §$ 42282772 $ 12.40
Milk Hauling (10,570.68) (0.31) (9,547.71) (0.28) (10,570.69) (0.31)
State and Association (8,808.90) (0.26) (7,956.43) (0.23) (8,808.91) (0.26)
Calf Sales (dollars per calf) 16,268.23 0.48 16,268.32 048 16,268.23 0.48
Heifer calf cull sales (dollars per calf) 1,400.00 0.04 1,400.00 0.04 1,600.00 0.05
Cull Cows ($/head) 20,000.00 0.57 20,000.00 063 20,000.00 0.57
Crop income 5,000.00 0.14 5,000.00 0.18 5,000.00 0.14
Misc./Research 7,047 12 0.21 6,365.14 0.19 7,047 13 0.21
Total Income S 453,162.93 $ 13.27 § 413,437.90 $ 1218 § 453,363.52 S 13.27
Feed Expense
Feed cost per lactating cow per day $ 18322510 § 537 § 16549372 § 485 § 18322534 § 5.37
Feed cost per dry cow per day 15,034 41 0.45 13,579.43 040 15,034 29 0.45
Feed cost per heifer per day 36,933.40 1.10 36,260.00 1.08 4331320 129
Total Feed Expense $ 23519291 § 692 § 215,333.15 3 633 $ 24157283 § 7.1
Labor
Administrative Fee $ 10,00000 $ 029 % 10,00000 $ 029 § 10,00000 $ 0.29
Avg. monthly salary of other labor/exclusive of research $ 35,235.60 $ 1.03 § 31,825.72 % 093 $ 35,235.64 $ 1.03
Labor cost per month $ 4523560 S 133 § 41,825.72 § 123 § 4523564 S 1.33
Operating Expenses
Supplies $ 21,14136 $ 062 % 19,09543 % 056 % 2114139 § 0.62
Corral cleaning 3,171.20 0.09 2,864.31 0.09 3,171.21 0.09
Repairs & Maintenance 14,094 24 0.41 12,730.29 0.37 14,094 26 0.41
Utilities 9,865.97 0.29 8,911.20 0.26 9,865.98 0.29
Taxes & License 7,399.48 0.22 6,683.40 0.20 7,399.49 0.22
Payroll Taxes (% of gross) 497592 0.15 4,600.83 013 497592 0.15
Insurance 5,637.70 Q.17 5,092.11 0.15 5,637.70 Q.17
Fuel 4,932.98 0.14 4,455.60 0.13 4,932.99 0.14
Legal & Accounting 246649 0.a7 2,227.80 0.07 2.466.50 0.a7
Employee benefits 1,409.42 0.04 1,273.03 0.04 1,409.43 0.04
Veterinary and breeding 493298 0.14 4,455 60 013 493299 0.14
Testing and trimming 281885 0.08 2,546.06 0.08 281885 0.08
Hauling livestock 704.71 0.02 636.51 0.02 704.71 0.02
Miscellaneous 7,047 12 0.21 5,365.14 0.19 7,047 13 0.21
Total Operating Expenses $ 90,598.41 $ 265 § 8193732 $ 242 § 90,598.53 $ 2.65
% of expenses before capital expenditures to income 82% 82% 83%
Capital Expendifures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 271 % 92,500.00 $ 271 8 92,500.00 $ 271
Other $ - S - $ - 3 - $ - S -
Total Capital Expenditures S 92,500.00 $ 271§ 92,500.00 $ 271§ 92,500.00 $ 27M
Borrowing/Repayment of Debt

$ - $ - $ - 3 - $ - $ -
Facility $ - S - $ - 3 - $ - S -
Interest on Herd line $ - $ - $ - % - $ - $ -
Interest on land (lost opportunity Cost 6 5%) $ - S - $ - 3 - $ - S -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - $ - $ - $ - $ -
Payback (Borrow) on herd line $ - $ - $ - $ - $ - $ -
Feed line interest $ 937500 $ 027 % 937500 % 027 § 937500 $ 0.27

)

Total Debt Service $ 9,375.00 $ 027 § 9,375.00 $ 027 § 9,375.00 $ 0.27
Total Cash Outflows $ 472,901.92 $ 1388 § 440,971.18 $ 12,97 § 479,282.00 $ 14.07
Net Cash Flow per month $ (19,738.99) $ (0.62) $ (27,533.28) $ (0.79) $ (25,918.48) $ (0.80)
Net Cash Flow over the project $ 610,184.43 $ 582,651.15 $ 556,732.67




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 40 Month 41 Month 42

Days per Month 30 31 30
Beginning Heifers 998 1070 1142
Heifers from existing herd 81 81 81
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 0 0 0
Ending Heifers 1,070 1,142 1,213
Springers from Heifer Herd 0 0 0
Less Cull Springers 0 0 0
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 2.75%
Cull Cows (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 30 30 30
Income Dollars CWT Dollars CWT Dollars CwT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 34,099.06 12.00 35,235.76 12.00 34,099.15
Milk Price (gross) S 409,18876 $ 1200 $ 42282909 $ 1240 S 409,189.85 S 12.00
Milk Hauling (10,229.72) (0.30) (10,570.73) (0.31) (10,229.75) (0.30)
State and Association (8,524.77) (0.25) (8,808.94) (0.26) (8,524.79) (0.25)
Calf Sales (dollars per calf) 16,268.25 0.48 16,268.16 0.48 16,268.02 0.48
Heifer calf cull sales (dollars per calf) 1,600.00 0.05 1,800.00 0.05 2,000.00 0.06
Cull Cows ($/head) 20,000.00 059 20,000.00 0.57 20,000.00 059
Crop income 5,000.00 0.15 5,000.00 0.14 5,000.00 0.15
Misc /Research 6,819.81 0.20 7,047 15 0.21 6,819.83 0.20
Total Income $ 440,122.33 § 1291 § 453,564.74 § 13.28 § 440,523.17 $ 12.92
Feed Expense
Feed cost per lactating cow per day $ 177,315.13  § 520 § 183,22594 % 537 § 177,31560 $ 5.20
Feed cost per dry cow per day 14,549 16 043 15,033.98 045 14,548 92 043
Feed cost per heifer per day 44 94000 1.34 49 562 80 1.47 50,946.00 1.5
Total Feed Expense $ 236,804.29 $ 6.97 § 24782272 § 729 § 24281052 $ 7.15
Labor
Administrative Fee S 10,00000 $ 029 % 10,000.00 $ 029 $ 10,00000 $ 029
Avg. monthly salary of other labor/exclusive of research $ 34,099.06 $ 1.00 $ 3523576 $ 103§ 34,099.15 $ 1.00
Labor cost per month $ 44,099.06 $ 129 § 4523576 $ 133 § 44,099.15 $ 1.29
Operating Expenses
Supplies S 2045944 $ 060 $ 2114145 § 062 $ 2045949 S 0.60
Corral cleaning 3,068.92 0.09 3,171.22 0.09 3,068.92 0.09
Repairs & Maintenance 13,639.63 0.40 14,094 30 041 13,639 66 040
Utilities 9,547.74 028 9,866.01 0.29 954776 0.28
Taxes & License 7,160.80 0.21 7,399.51 0.22 7,160.82 0.21
Payroll Taxes (% of gross) 4.850.90 0.14 4497593 015 485091 0.14
Insurance 5455.85 0.16 5,637.72 0.17 5455.86 0.16
Fuel 4,773.87 0.14 4,933.01 0.14 4,773.88 Q.14
Legal & Accounting 2,386.93 0.07 2,466.50 0.07 2,386.94 0.07
Employee benefits 1,363.96 0.04 1,400.43 0.04 1,363.97 0.04
Veterinary and breeding 477387 0.14 493301 014 477388 0.14
Testing and trimming 272793 0.08 2,818.86 0.08 272793 0.08
Hauling livestock 681.98 0.02 704.72 0.02 681.98 0.02
Miscellaneous 6,819.81 0.20 7,047 15 0.21 6,819.83 0.20
Total Operating Expenses $ 87,71162 $ 257 § 90,598.83 $ 265 $ 87,71185 $ 257
% of expenses before capital expenditures to income 84% 85% 85%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 271§ 92,500.00 $ 2718 92,500.00 $ 271
Other S - $ - $ - 5 - S - $ -
Total Capital Expenditures $ 92,500.00 $ 271 § 92,500.00 $ 271§ 92,500.00 $ 2.7
Borrowing/Repayment of Debt

$ - $ - $ - 5 - $ - $ -
Facility S - $ - $ - 5 - S - $ -
Interest on Herd line $ -8 - $ - 3 - $ -8 -
Interest on land (lost opportunity Cost 6 5%) S - $ - $ - 5 - S - $ -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - $ - $ - $ - $ -
Payback {(Borrow) on herd line $ - $ - $ - 3 - $ - $ -
Feed line interest S 937500 $ 027 % 937500 $ 027 $ 937500 $ 0.27
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 $ 0.27 $ 9,375.00 $ 0.27
Total Cash Outflows $ 470,489.98 $ 1382 § 48553230 $ 14.26 $ 476,496.53 $ 14.00
Net Cash Flow per month $ (30,367.64) $ (0.91) § (31,967.56) $ (0.98) $ (35,973.36) $ {1.08)
Net Cash Flow over the project $ 526,365.02 $ 494,397.46 $ 458,424.10




BUSINESS AFFAIRS AND HUMAN RESOURCES

JANUARY 8, 2006

Month 43 Month 44 Month 45

Days per Month 31 31 30
Beginning Heifers 1213 1283 1353
Heifers from existing herd 81 81 81
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers 0 0 0
Ending Heifers 1,283 1,353 1,422
Springers from Heifer Herd 0 0 a
Less Cull Springers 0 0 ]
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Monthly) 2.75% 2.75% 2.75%
Cull Cows (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121y
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 30 30 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts_ Per month 12.00 35,235.80 12.00 35,235.80 12.00 34,099.16
Milk Price (gross) $ 42282964 S 1240 $ 42282964 $ 1240 § 409,189.93 $ 12.00
Milk Hauling (10,570.74) 0.31) (10,570.74) (0.31) (10,229.75) (0.30)
State and Association (8,808.95) (0.26) (8,808.95) (0.26) (8,524.79) (0.25)
Calf Sales (dallars per calf) 16,267.92 0.48 16,267.88 0.48 16,267.87 048
Heifer calf cull sales (dollars per calf) 2,000.00 0.06 2,200.00 0.07 2,200.00 0.07
Cull Cows ($/head) 20,000.00 Q.57 20,000.00 057 20,000.00 059
Crop income 5,000.00 0.14 5,000.00 0.14 5,000.00 0.15
Misc /Research 7,047.16 0.21 7,047.16 0.21 6,819.83 0.20
Total Income $ 453,765.03 S 13.28 § 453,964.98 § 13.29 § 440,723.10 $ 12.93
Feed Expense
Feed cost per lactating cow per day $ 183,226.18 § 537 §% 183,22618 § 537 § 177,31564  § 5.20
Feed cost per dry cow per day 15,033.86 0.45 15,033.86 045 14,548 90 043
Feed cost per heifer per day 5568220 1.66 58,720.20 175 59,724 00 1.78
Total Feed Expense $ 253,942.24 § 748 § 256,980.23 § 757 § 251,588.54 § 7.41
Labor
Administrative Fee S 10,00000 $ 029 % 10,000.00 $ 020 § 10,00000 $ 029
Avg. monthly salary of other labar/exclusive of research $ 35,235.80 $ 1.03 § 35,235.80 $ 103§ 34,099.16  $ 1.00
Laber cost per month $ 4523580 $ 133 § 4523580 § 133 § 44,099.16 $ 1.29
Operating Expenses
Supplies S 21,14148 § 062 § 21,14148 § 062 $ 2045950 $ 0.60
Corral cleaning 3171.22 0.09 3171.22 0.09 3,068.92 0.09
Repairs & Maintenance 14,094 32 0.41 14,094 32 0.41 13,639.66 0.40
Utilities 9,866.03 029 9,866.02 029 9,547.77 028
Taxes & License 7,399.52 0.22 7,399.52 0.22 7,160.82 0.21
Payroll Taxes (% of gross) 497504 0.15 497594 015 485091 0.14
Insurance 5637.73 Q.17 5,637.73 0.17 5455.87 0.16
Fuel 4,933.01 0.14 4,933.01 0.14 4,773.88 0.14
Legal & Accounting 2466.51 0.a7 246651 0.07 2,386.94 0.07
Employee benefits 1,409.43 0.04 1,400.43 0.04 1,363.97 0.04
Veterinary and breeding 493301 0.14 4,933.01 0.14 477388 0.14
Testing and trimming 281886 0.08 2,818.86 0.08 272793 0.08
Hauling livestock 704.72 0.02 T704.72 0.02 681.98 0.02
Miscellaneous 7,047.16 0.21 7,047.16 0.21 5,819.83 0.20
Total Operating Expenses $ 90,598.94 $ 265 §$ 90,598.94 § 265 § 87,711.87 § 257
% of expenses before capital expenditures to income 86% 87% 87%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 92,500.00 $ 271 % 92,500.00 $ 271 8 92,500.00 $ 271
Other S - S - $ - $ - $ - $ -
Total Capital Expenditures $ 92,500.00 $ 271§ 92,500.00 $ 271 § 92,500.00 $ 2.7
Barrowing/Repayment of Debt

5 -8 - - -8 -8 -
Facility S - S - $ - $ - $ - $ -
Interest on Herd line $ - $ - $ - $ -8 - $ -
Interest on land (lost opportunity Cost 6.5%) S - S - $ - $ - $ - $ -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - $ - $ - $ - $ - $ -
Payback (Borrow) on herd line $ - $ - $ - $ - $ - $ -
Feed line interest S 937500 $ 027 § 937500 $ 027 $ 937500 $ 027
Total Debt Service $ 9,375.00 $ 027 § 9,375.00 § 027 § 9,375.00 $ 0.27
Total Cash Outflows $ 491,651.98 $ 1444 § 49468998 § 1453 $ 485274.57 $ 14.26
Net Cash Flow per month $ (37,886.95) $ (1.15) § (40,724.99) § (1.24) $ (44,551.47) $ (1.34)
Net Cash Flow over the project S 420,537.14 $ 379,812.15 $ 335,260.67
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Month 46 Month 47 Month 48

Days per Month 31 30 31
Beginning Heifers 1422 1491 1559
Heifers from existing herd 81 81 81
Cull Heifers % (including dead) 0.84% 0.84% 0.84%
Heifers Entering Herd as Springers a 0 0
Ending Heifers 1,491 1,569 1,627
Springers from Heifer Herd 0 0 a
Less Cull Springers 0 0 a
Fresh Cows from Existing Herd 121 121 121
Cows Pregnant 121 121 121
Purchased Cows 50 50 50
Beginning Mature Herd 1808 1808 1808
Cull % (including dead) (Manthly) 2.75% 275% 2.75%
Cull Cows ( (50) (50)
Ending Mature Herd 1758 1758 1758
Dry Cows entering 121 121 121
Dry Cows Leaving (121) (121) (121)
Total Dry Cows 242 242 242
Dry Cow % 13.79% 13.79% 13.79%
Milking Herd 1516 1516 1516
Total Herd 1758 1758 1758
Days per Month 30 30 30
Income Dollars CWT Dollars CWT Dollars CWT
Lbs. of production per day per lactating cow Lac=1 75 75 75
Cwts. Per month 12.00 35,235.79 12.00 34,099.15 12.00 35,235.78
Milk Price (gross) $ 422828951 § 1240 % 409,189.74 § 12.00 § 422,828.31 § 12.40
Milk Hauling (10,570.74) (0.31) (10,229.74) (0.30) (10,570.73) (@.31)
State and Association (8,808.99) (0.26) (8,524.79) (0.25) (8,808.94) (0.26)
Calf Sales (dollars per calf) 16,267 88 0.48 16,267 89 0.48 16,267 91 0.48
Heifer calf cull sales (dollars per calf) 240000 0.07 2,600.00 0.08 2,600.00 0.08
Cull Cows ($/head) 20,000.00 0.57 20,000.00 0.59 20,000.00 .57
Crop income 5,000.00 0.14 5,000.00 0.15 5,000.00 0.14
Misc./Research 7,047 16 0.21 6,819 83 0.20 7,047 16 0.21
Total Income $ 454,164.86 S 13.30 § 44112293 § 12.94 § 454364.70 § 13.30
Feed Expense
Feed cost per lactating cow per day $ 183,226.12 $ 537 % 177,31556 $ 520 8§ 183,226.03 $ 537
Feed cost per dry cow per day 15,033.89 0.45 14,548 95 0.43 15,033.93 0.45
Feed cost per heifer per day 64,709.40 1.92 635,478.00 1.95 70,611.80 210
Total Feed Expense $ 262,969.41 §$ 7.74 § 257,342.50 $ 758 § 268,871.77 § 7.92
Labor
Administrative Fee $ 10,00000 § 029 % 10,00000 $% 029 § 10,00000 $ 0.29
Avg. monthly salary of other labor/exclusive of research $ 3523579 § 1.03 § 34,099.15 & 1.00 § 3523578 § 1.03
Labor cost per month $ 4523579 $ 133 § 44,099.15 $ 129 § 4523578 § 1.33
Operating Expenses
Supplies $ 21,14148 § 062 % 2045049 5 060 § 2114147 0.62
Carral cleaning 3,171.22 0.09 3,088 92 0.09 3.171.22 0.09
Repairs & Maintenance 14,004.32 0.41 13,639.66 0.40 14,004.31 0.41
Utilities 9,866.02 0.29 9,547.76 0.28 9,866.02 0.29
Taxes & License 7,389 52 0.22 7,160.82 0.21 7,399 51 0.22
Payroll Taxes (% of gross) 497594 0.15 4,850.91 0.14 497594 0.15
Insurance 563773 017 5,455 86 0.16 5,637.72 017
Fuel 493301 0.14 477388 0.14 493301 0.14
Legal & Accounting 2,466.51 0.07 2,386.94 0.07 2,466.50 .07
Employee benefits 1,409.43 0.04 1,363.97 0.04 1,409.43 0.04
Veterinary and breeding 493301 0.14 4,773.88 0.14 493301 0.14
Testing and trimming 2.818.86 0.08 2,727 93 0.08 2,818.86 0.08
Hauling livestock 704.72 0.02 58198 0.02 704.72 0.02
Miscellaneous 7,047 16 0.21 6,819.83 0.20 7,047 16 0.21
Total Operating Expenses $ 90,59891 §$ 265 $ 87,71183 § 257 § 90,598.87 $ 2.65
% of expenses before capital expenditures te income 88% 88% 89%
Capital Expenditures
Purchased Cows (Cost/Cow) $ 9250000 $ 271 % 92 50000 $ 271§ 9250000 $ 271
Other $ - $ - $ - 5 - $ - $ -
Total Capital Expenditures $ 92,500.00 $ 271§ 92,500.00 $ 271§ 92,500.00 $ 27
Borrowing/Repayment of Debt

$ - $ - $ - 5 - $ - $ -
Facility $ - S - $ - 5 - S - $ -
Interest on Herd line $ - S - $ - 3 - $ - $ -
Interest on land (lost opportunity Cost 6.5%) $ - $ - 3 - 3 - S - $ -
Interest on cash contribution (lost opportunity Cost 6.5%) $ - S - $ - 5 - $ - $ -
Payback (Borrow) on herd line $ - S - $ - 5 - $ - $ -
Fead line interest 3 937500 § 027 § 9,375.00 § 027 § 9,375.00 § 0.27

)

Total Debt Service $ 9,375.00 § 027 § 9,375.00 $ 027 § 9,375.00 § 0.27
Total Cash Outflows $ 500,679.11 § 1471 $ 491,028.48 $ 1443 § 506,581.41 $ 14.88
Net Cash Flow per month $ (46,514.25) § (1.41) § (49,905.55) $ (1.49) § (52,216.72) § (1.58)
Net Cash Flow over the project $ 288,746.42 $ 238,840.88 $ 186,624.16
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PROJECTED RESULTS FROM OPERATIONS (INCOME STATEMENT)

1st year 2nd Year 3rd Year 4th Year Projection
ended CWT Ended CWT Ended CWT Ended CWT Total CWT
Income:
Milk 3,892,307 12.00 4,910,179 12.00 4,978,354 12.00 4,978,469 12.00 18,759,309 12.00
Milk hauling (97,308) (0.30) (122,754) (0.30) (124,459) (0.30) (124,462) (0.30) (468,983) (0.30)
State and Association (81,090) (0.25) (102,295) (0.25) (103,716) (0.25) (103,718) (0.25) (390,819) (0.25)
Calf Sales 444,744 1.37 392,570 0.96 227,823 0.55 185,217 0.47 1,260,354 0.81
Heifer calf sales (culls) 10,400 0.03 - 0.00 6,000 0.01 23,800 0.06 40,200 0.03
Cull Income 176,000 0.54 240,000 0.59 240,000 0.58 240,000 0.58 896,000 0.57
Crop income 60,000 0.18 60,000 0.15 60,000 0.14 60,000 0.14 240,000 0.15
Misc. 64,872 0.20 81,836 0.20 82,973 0.20 82,974 0.20 312,655 0.20
Total Income 4,469,926 13.78 5,459,535 13.34 5,366,975 12.94 5,352,280 12.90 20,648,716 13.21
Expenses:
Feed - lactating cows 1,776,031 548 2,156,497 527 2,157,287 5.20 2,157,337 520 8,247,151 528
Feed - dry cows 40,691 0.13 177,444 043 177,039 0.43 177,014 0.43 572,188 0.37
Feed - heifers 187,373 0.58 - 0.00 185,452 0.45 636,881 1.54 1,009,707 0.65
Total feed expenses 2,004,095 6.18 2,333,941 570 2,519,778 6.07 2,971,231 7.16 9,829,046 6.29
Labor:
Administrative fee 120,000 0.37 120,000 029 120,000 0.28 120,000 029 480,000 0.31
Other salaries 324,359 1.00 409,182 1.00 414,863 1.00 414,872 1.00 1,563,276 1.00
Total Labor 444,359 1.37 529,182 1.29 534,863 1.29 534,872 1.29 2,043,276 1.31
Operating expenses:
Supplies 194,615 0.60 245,509 0.60 248918 0.60 248923 0.60 937,965 0.60
Corral cleaning 29,192 0.09 36,826 0.09 37,338 0.08 37,339 0.09 140,695 0.09
Repairs & Maintenance 129,744 0.40 163,673 0.40 165,945 0.40 165,949 0.40 625,310 0.40
Utilities 90,820 0.28 114,571 0.28 116,162 0.28 116,164 0.28 437,717 0.28
Taxes & License 68,115 0.21 85,928 0.21 87,121 0.21 87,123 0.21 328,288 0.21
Payroll Taxes (% of gross) 48,879 0.15 58,210 0.14 58,835 0.14 58,836 0.14 224,760 0.14
Insurance 51,897 0.16 65,469 0.16 66,378 0.16 66,380 0.16 250,124 0.16
Fuel 45,410 0.14 57,285 0.14 58,081 0.14 58,082 0.14 218,859 0.14
Legal & Accounting 22,705 0.07 28,643 0.07 29,040 0.07 29,041 0.07 109,429 0.07
Employee benefits 12,974 0.04 16,367 0.04 16,595 0.04 16,595 0.04 62,531 0.04
Veterinary and breeding 45,410 0.14 57,285 0.14 58,081 0.14 58,082 0.14 218,859 0.14
Testing and trimming 25,949 0.08 32,735 0.08 33,189 0.08 33,190 0.08 125,062 0.08
Hauling livestock 6,487 0.02 8,184 0.02 8,297 0.02 8,297 0.02 31,266 0.02
Miscellaneous 64,872 0.20 81,836 0.20 82,973 0.20 82,974 0.20 312,655 0.20
Interest exp 112,500 0.35 112,500 0.27 112,500 0.27 112,500 0.27 450,000 0.29
Total Operating 949,572 2.93 1,165,021 2.85 1,179,452 2.84 1,179,476 2.84 4,473,520 2.86
Total Expenses 3,398,026 10.48 4,028,144 9.84 4,234,092 10.21 4,685,579 11.29 16,345,842 10.46
Cash net income, no depr.,
no gain/loss on cows 1,071,900 3.30 1,431,391 3.50 1,132,882 273 666,701 1.61 4,302,874 275
Replacement purchases (758,500) (2.34) (1,137,750) (2.78) (1,110,000) (2.71) (1,110,000) (2.71) (4,116,250) (2.63)
Net cash flow 313,400 0.97 293,641 0.72 22,882 0.02 (443,299) (1.11) 186,624 0.12
Other equity changes
Cost of cows sold (814,000) (1,110,000) (1,110,000) (1,110,000) (4,144,000)
Purchase of cows 758,500 1,137,750 1,110,000 1,110,000 4,116,250
Herd equity in S/R heifers 187,373 - 283,069 754,011 1,224,453
Herd Equity Change 131,873 27,750 283,069 754,011 1,196,703
Net equity change 445274 1.37 321,391 0.79 305,951 0.74 310,712 0.75 1,383,327 0.88
CWT CWT CWT CWT
324,359 409,182 414,863 414,872 1,563,276
Breakeven Cash Flow 11.03 11.28 11.94 13.07 11.88
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BALANCE SHEET ANALYSIS

Beginning Balance  Ending Balance Ending Balance Ending Balance Ending Balance

Sheet shest Manth 12 shest Manth 24 zhest Manth 35 zhest Month 43
ASSETS
CURRENT ASSETS:
Cash in Bank 3 2500000 = 2513400 % 3107041 % 3129823 3 2 BBEE24
Accounts receivable - milk - - - - -
Inventary - feed 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000
Cther assets - - - - -
Total current asseis 3 4000000 3 4313400 3 4607041 3% 4620523 3 4 186,624
FIXED ASSETS:
Cows (in kind) 3 3376250 % 2562250 3 1452250 3% 342250 3 -
Self-raised cows - - -
Purchased cows - 758,500 1,596,250 3,006,250 3,348,500
Self-raised heifers - 187,373 187,373 470,442 1,224 453
Dairy facility and equipment 9,950,953 9,950,953 9,950,593 9,950,593 9,950,593
Heifer facility - - 511,000 £11,000 611,000
Buildings/LalvHousing/Classrooms 3,177,200 3,177,200 3,177,200 3,177,200 3,177,200
Rolling stock 1,145,000 1,145,000 1,145,000 1,145,000 1,145,000
Land 5,000,000 5,000,000 5,000,000 5,000,000 5,000,000
Accumulated deprecistion - - - - -
Total fixed azsets 5 22549443 & 22751318 5 23420086 3 23703135 % 24 457 145
Total Assets 3 25549443 3 270947168 3 28,027107 3 25333058 3 258,643,770
CURRENT LIABILITIES:
Accounts payable 3 - 3 - 3 - 3 - 3 -
Opersating line of credit 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000
Total current liabilities 5 1,500,000 5 1,500,000 3 1,500,000 3 1,500,000 3 1,500,000
LONG-TERM DEET:
Facility Loan 5 - 5 - 5 - 5 - 3 -
Herd Loan - - - - -
Cther - - - - -
Total Long-Term Debt 3 - 3 - 3 - 3 - 3 -
Total Liakiliies 3 1,500,000 3% 1,500,000 3 1500000 35 1,500,000 3% 1,500,000
ECUITY:
Met change in equity from cperations 3 - 5 445274 3 321,381 3 05951 3 0,712
Contributed capital -Cash 21,773,193 - 611,000 - -
Contributed capital -Cows 3,376,250 - - - -
Equity - 25,149,443 25,594,715 26,527 107 26,833,058
Total equity 5 25149443 % 25594716 5 28527107 % 26833058 % 27,143 770
Total liakilities and equity H3 256549443 % 27094 716 5 28,027107 % 28333058 % 28,642 770
DRAFT
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Mormal (base)
High

Feed Cost

70 lbalday)
base increased 10%

Lo
Lactating
Dry
Heifer

Maormal
Lactating
Dy
Heifer

High
Lactating
Cry
Heifer

365
175
1.15

380

~nn

1.40

MET CASH FLOW
Sum of Met cash flow Feed Cost
Milk price Milk prod L M H
30 |L 3 (3.083,873) 5 (3.544 365) 3 4624 BET)
M k1 (2,150.426) 3 (2,939,927 5 (3.720,419)
H 5 {1,254 298) 3 (2035490 5 (2,815,961)
¥z|L 5 (2323,373) 3 1.013,865) 3 (1,784 25T
M i QBT 1E | 5 186,624 | 3 (SH3 BER)
H b 267605 | 5 1,387,113 | & G0E, 622
F5|L i 4012377 | & 3231885 | % 2,451,383
M i 5,656,943 | 5 4876451 | 5 4,095,960
H i TA01,510 ) 5 6521018 | 5,740,528
BREAK-EVEN MILK PRICE
Sum of BE Milk Price Feed Cost
Milk price Milk prod L M H
210|L i 1216 | § 12721 % 13.27
M i 11.38 | & 11885 12.38
H i 0725 1118 % 11.65
12|L 3 1216 | 5§ 12721 % 13,27
M i 11.38 | & 11885 12.38
H b 0725 1119 5 11.65
215|L 3 1216 | 5§ 12721 % 13,27
M 3 1128 | & 11885 12.38
H 3 0735 1119 % 11.65
Milk Production
Lo base decreased 10%

SCHEDULEE
Page 1 of 1
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CLASS Il MILK PRICE

Annual Average Idaho Gross Pay

Year Class Il Basis Per Cwt.
1994 £12.00 (50.67) $11.33
1995 511.83 J 31116
1996 51339 )

1997 512.05 )
1998 £14.20 )
1999 51243 i
2000 39.74 )
2001 513.10 )
2002 51042 )
2003 51142 J
2004 51539 )
2005 214.05 B7)

**2006 51147 (50.67) $10.80
Average 51242 511.75
Basis (11/04-08/08) (50.67)

Met 511.75

** 8 Months of 2006
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Pay Price Comparison
Magic Valley, ldaho

Processor IMP Glanbia Jerome MVOQOMP NDA DEA Average Class lll Basis
2004
November 15.27 15.22 15.35 14.89 15.41 14.28 515.07 14.89 5018
December 13.98 13.69 13.95 14.62 14.30 14.85 514.27 16.14 (51.88)
2005
January 14.65 14.69 14.34 14.14 14.77 14.42 514.50 14.14 50.36
February 13.35 13.39 13.47 14.14 13.46 13.89 513.62 14.70 (51.08)
March 13.75 13.62 13.57 13.71 13.68 14.50 513.87 14.08 (50.21)
April 13.71 13.76 13.67 13.92 13.88 13.91 513.81 14.61 (50.80)
May 13.14 13.23 13.08 13.33 13.30 13.86 513.32 13.77 (50.45)
June 13.51 13.58 1357 13.53 13.62 13.67 51358 13.92 (50.34)
July 13.56 13.62 13.56 13.74 13.66 14.25 513.73 14.35 (50.62)
August 13.03 13.11 12.90 13.15 13.06 14.11 513.23 13.60
September 13.81 13.92 13.64 13.66 14.07 14.19 513.92 14.30
October 13.17 12.68 13.01 13.31 13.07 14.05 513.25 14.35
November 12.43 12.29 12,16 12.35 12.44 13.36 512.51 13.35
December 12.77 12.76 12.70 12.71 12.94 12.85 512.79 13.37
2005 Average 13.41 13.42 13.32 13.47 13.51 13.92 513.51 14.05
14 Month Avg. 13.58 13.58 13.51 13.66 13.70 14.01 513.68 14.26

**Prices are based on a 2.99% Protein and 3.50% Butterfat fest
**Prices exclude hauling and management expenses, and quality premiums
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Pay Price Comparison
Magic Valley, Idaho

Processor IMP Glanbia Jerome MVOMP NDA DFA Average Class lll Basis
2006

January 512.25 $11.94 $11.98 512.38 3121 $12.893 $12.27 $13.39 (51.13)
February 511.02 $10.66 $10.85 511.21 310.86 51229 511.15 $12.20 (51.05)
March 510.36 $10.23 $10.00 510.61 31046 511.46 510.52 31111 (50.59)
April 510.28 $10.25 $10.20 510.42 31047 51045 510.35 $10.93 (50.58)
May 510.43 $10.55 $10.29 510.51 310.73 $10.37 510.48 $10.63 (50.35)
June 510.70 $10.66 $10.82 510,73 31082 51027 310,67 $11.29 (80.62)
July 510.24 $10.23 $10.19 510.42 51042 $10.65 510.36 $10.92 (50.58)
August 510.86 $10.90 $10.78 510.74 311.24 1117 $10.95 $11.08 (50.11)
September 511.658 511.68 $12.29 (80.61)
October

November

December

2006 Average  310.87 $10.68 $10.64 510.88 $10.89 51120 510.94 $11.56 (30.62)

“*Prices are based on a 2.99% Protein and 3.50% Butterfat test
**Prices exclude hawling and management expenses, and quality premiums
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REFERENCE: APPLICABLE STATUTE, RULE, OR POLICY

Idaho State Board of Education

GOVERNING POLICIES AND PROCEDURES
SECTION: V. FINANCIAL AFFAIRS
K. Construction Projects April 2002

K. Construction Projects

1. Major Project Approvals - Proposed Plans
Without regard to the source of funding, before any institution, school or agency
under the governance of the Board begin formal planning to make capital
improvements, either in the form of renovation or addition to or demolition of
existing facilities, when the cost of the project is estimated to exceed five
hundred thousand dollars ($500,000), must first be submitted to the Board for its
review and approval. All projects identified on the institutions’, school’s or
agencies’ six-year capital plan must receive Board approval.

2. Project Approvals

Without regard to the source of funding, proposals by any institution, school or
agency under the governance of the Board to make capital improvements, either in
the form of renovation or addition to or demolition of existing facilities, when the cost
of the project is estimated to be between two hundred fifty thousand dollars
($250,000) and five hundred thousand dollars ($500,000), must first be submitted to
the executive director for review and approval. Without regard to the source of
funding, proposals by any institution, school or agency under the governance of the
Board to make capital improvements, either in the form of renovation or addition to
or demolition of existing facilities or construction of new facilities, when the cost of
the project is estimated to exceed five hundred thousand dollars ($500,000), must
first be submitted to the Board for its review and approval. Project cost must be
detailed by major category (construction cost, architecture fees, contingency funds,
and other). When a project is under the primary supervision of the Board of Regents
or the Board and its institutions, school or agencies, a separate budget line for
architects, engineers, or construction managers and engineering services must be
identified for the project cost. Budgets for maintenance, repair, and upkeep of
existing facilities must be submitted for Board review and approval as a part of the
annual operating budget of the institution, school or agency.

3. Fiscal Revisions to Previously Approved Projects

Project revisions that substantially alter the use of the project causing changes in
project costs between two hundred fifty thousand dollars ($250,000) and five
hundred thousand dollars ($500,000) must first be submitted to the executive
director for review and approval. Changes in project costs of more than five hundred
thousand dollars ($500,000) must first be submitted to the Board for its review and
approval. Requests must be supported by a revised detailed project budget and
justification for changes.
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4. Project Acceptance
Projects under the supervision of the Department of Administration are accepted by
the Department on behalf of the Board and the state of Idaho. Projects under the
supervision of an institution, school or agency are accepted by the institution, school
or agency and the project architect. Projects under the supervision of the University
of Idaho are accepted by the University on behalf of the Board of Regents.

5. Statute and Code Compliance

a. All projects must be in compliance with Section 504 of the Rehabilitation Act of
1973 and must provide access to all persons. All projects must be in compliance
with applicable state and local building and life-safety codes and applicable local
land-use regulations as provided in Chapter 41, Title 39, and Section 67-6528,
Idaho Code.

b. In designing and implementing construction projects, due consideration must be

given to energy conservation and long-term maintenance and operation savings
versus short-term capital costs.
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INSTITUTION / AGENCY AGENDA

REFERENCE
August, 2006 Board approved FY 2008 College and University and
Agency budget requests.
October 2006 Board approved revisions to original budget requests.
SUBJECT

Adjust Board-approved budget requests for FY 2007 to include Supplemental
Request for Idaho State Historical Society (ISHS).

APPLICABLE STATUTE, RULE, OR POLICY
Idaho State Board of Education Governing Policies & Procedures, Section V.B.1

BACKGROUND
At its August 2006 meeting, the State Board of Education approved Maintenance
of Current Operations (MCO) and Line Item budget requests for submission to
the Legislative Services Office (LSO) and Division of Financial Management
(DFM). At the October 2006 meeting the Board approved several revisions to
budgets.

Events at the Idaho State Historical Society have caused the Society Trustees to
request additional funds for a management level accounting position.

DISCUSSION
Following three legislative financial audits and an audit by the State Controller’s
Office of the finances and fiscal procedures of the ISHS, it has been determined
that funding a new management level accountant (using an existing ISHS vacant
position) is necessary. This position will supervise all fiscal staff and meet
regularly with the ISHS management team and the ISHS Trustees.

IMPACT

The ISHS supplemental request totals $75,500 General Funds for FY 2007
($23,500 ongoing and $52,000 one-time), and the FY 2008 request totals
$53,000 General Funds (all ongoing). These amounts will support a new
financial manager position (to be hired on approximately March 1, 2007), and
provide a one-time payment of costs to the financial consultant from June 2006
through March 15, 2007. The FY 2008 request annualizes the salary and
benefits for a Financial Manager position.

ATTACHMENTS
Attachment 1 — Budget request documents
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STAFF COMMENTS AND RECOMMENDATIONS
Staff has worked closely with the Trustees and staff of the ISHS regarding the
developments relating to recent audit findings and the identification of possible
solutions. Funding a financial manager position and paying the billings from the
contractor who has been working with the ISHS will allow the agency to move
forward with improving its financial staff level.

Staff recommends approval of this item.

BOARD ACTION
A motion to approve a Supplemental Request for FY 2007 for the Idaho State
Historical Society in the amount of $75,500, General Funds, ($23,500 ongoing
and $52,000 one-time) for a new financial manager position and payment of
financial contractor billings, and an FY 2008 request in the amount of $53,000
(ongoing). No new FTE position is requested.

Moved by Seconded by Carried Yes No
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Idaho State Historical Society ATTACHMENT 1
Supplemental Appropriation Request for a Financial Manager

The Idaho State Historical Society (ISHS) is requesting a supplemental appropriation to
fund a management level accountant. The person who fills this position will manage all
fiscal operations, supervise the fiscal office staff (currently 4 FTP), and become part of
the ISHS management team. The Financial Manager will meet regularly with the
Executive Director and other ISHS management staff, as well as the ISHS Board of
Trustees.

This supplemental request includes no additional FTEs. A current unfunded FTE will be
utilized.

Amount of Supplemental Request

FY 07
Fund PC OE Total
0001 23,500 52,000 75,500

General fund in the amount of $75,500 is requested for FY 07. This includes funding for
an experienced Financial Manager for eight (8) pay periods, beginning March 1, in the
amount of $17,300 for salary and $6,200 for benefits, for a total of $23,500 in personnel
costs.

In addition, $52,000 in one-time costs is requested in operating costs to pay the
financial consultant (Donna Walker, former Chief Fiscal Officer for the Idaho
Department of Law Enforcement) for financial services for the period June 2006 through
March 15, 2007. The Office of the State Controller and the Legislative Services Office
both recommended that the ISHS Executive Director hire this consultant to help ISHS
with its grants management program and to write its FY 07 indirect cost plan, which has
since been approved by the U.S. Department of the Interior. Since November 1, 2006,
the Board of Trustees and the Interim Executive Director have also requested her
services to assist with additional ongoing problems identified in the fiscal office as well
as grants management services, including writing the FY 08 indirect cost plan. The
fiscal office has been shorthanded since October 19, 2006 when the Financial
Specialist, Senior was placed on leave. The contractor is fulfilling an indispensable role
in assisting with the daily operations of ISHS, and will continue to be needed to do so
until the Financial Manager position requested with this supplemental can be filled.

This proposal allows for approximately two weeks for the consultant to remain at ISHS
after the Financial Manager has been hired to acquaint the Financial Manager with the
operations.

An additional $53,000 in personnel costs will be needed in the ISHS FY 08

appropriation to annualize this position. (Total cost in FY 08 will be $56,200 for salary
and $20,300 for benefits for a total cost of $76,500)
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FY 08
Fund PC Total

0001 76,500 76,500
Rationale for this Supplemental Request

Virtually all aspects of the ISHS fiscal office require attention, as noted in the recent
Legislative Services Office audit and the Office of the State Controller report. Some of
the recommendations contained in the audit and report are currently being addressed
by ISHS. However, many of the recommendations contained in the audit and report
require a level of expertise in the ISHS fiscal office staff that is not currently available. It
is the strong belief of the current Interim Executive Director (Keith Petersen, hired on
November 6, 2006), fiscal office consultant (Donna Walker, hired March 2006), and
Board of Trustees that, given the current level of staffing and expertise in the fiscal
office, serious issues and concerns simply cannot be addressed, particularly in three
areas outlined below: complexity of operations, grants management, and financial
reporting.

ISHS is requesting this supplemental appropriation to provide for the level of staffing
and financial expertise to enable the society to properly function as a state agency.
Continued staffing at the current level almost assuredly will consign ISHS to failure.

Complexity of Operations

The ISHS FY 07 appropriation is over $5 million and includes 50 full-time authorized
positions. In addition, ISHS utilizes more than 250 volunteers to carry out its functions.
This Financial Manager position will be responsible for implementing and maintaining
the recommendations of the Legislative Services Office contained in the previous two
audits covering the period FY 2001-2005, as well as resolving problems identified in the
Office of the State Controller report released in November 2006. These
recommendations include full implementation of the state’s STARS system, annual
review and update of internal controls throughout the Society including roles and
responsibilities of the ISHS Board of Trustees as mandated by the Controller, and
maintenance of an adequate grants administrations system.

Currently, ISHS has only one professional accountant position to oversee personnel,
payroll, accounts receivable, accounts payable, budgeting, agency financial closing
packages for the State Controller's Office, purchase orders, inventory, capital assets
management (includes more than 60 historical sites), federal/state/private grants
management including the annual indirect cost plan, and financial reporting. Compared
to other state agencies, especially given the complexities of grants management in
addition to all of the personnel functions (performance evaluations, grievances, hiring,
promotions, salary issues, job classification, and terminations), the workload at ISHS is
simply too much for one professional accountant to manage adequately. Fiscal
problems at ISHS have been identified for years (see prior audits). However, when the
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prior accountant retired in the fall of 2005, the problems continued to mount and cannot
be resolved with the current staff level.

Grants Management

For FY 06 ISHS had approximately 50 grants and sub-grants from seven different
federal agencies. During this time period, ISHS expended approximately $800,000 in
federal funds, plus approximately $350,000 in additional non-federal matching funds
from other sources. In addition, ISHS has a number of smaller grants/cooperative
agreements with various state universities and colleges, state agencies, and private
organizations.

Proper management of these grants has been a major problem at ISHS, as identified in
the two prior Legislative Services Office audits (2001-2005). In fact, by March 2006 the
problem had grown so desperate that the legislative auditors informed the ISHS
Executive Director that the agency was in danger of losing all of its federal grants
because the grant files were in such poor condition that they were unauditable. In
addition, the ISHS indirect cost plan that was supposed to be submitted to the U.S.
Department of Interior by December 30, 2005 had not even been written, because the
ISHS accountant (Financial Specialist, Senior) did not know how to write one. Indirect
cost recovery, approximately $250,000, is the major source of non-federal match for
ISHS federal grants.

Financial Reporting

The ISHS is divided into several units: administration; fiscal office; State Historical
Museum; State Historic Preservation Office; Historic Sites/Old Idaho Penitentiary; and
Public Archives and Research Library. The administrator of each unit, along with the
Executive Director, makes up the management team of the Society.

For years, the management team-along with the Board of Trustees—has been
handicapped in making decisions because the Financial Specialist, Senior has not
presented readable or understandable financial statements. Many of the problems
identified by the Legislative Services Office audit and the Office of the State Controller
report are attributable to the inability of the Executive Director, administrators, and
Trustees to understand the Society’s financial situation and plan accordingly. For
example, the Idaho State Historical Museum, which has been accredited with the
American Association of Museums longer than any other museum in the West, is in
danger of losing its accreditation in 2007, and a primary reason noted by the AAM study
team was lack of decipherable financial statements, which made planning and
budgeting virtually impossible. The State Museum losing accreditation would be similar
to a professional school at a university losing accreditation, and would have dramatic
negative impacts on the Society. Having a Financial Manager on board early in 2007
will allow the Society to address the financial concerns raised by the AAM study team
prior to their return to the facility in late summer 2007.
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The Museum is only one example of the difficulties caused by the lack of sound
financial reporting. This issue must be addressed. ISHS’s current STARS accounting
program structure needs to be updated and revised to fully implement and utilize the
STARS and newly acquired IBIS software reporting systems. Despite prior audit
recommendations, this has not been done. This is in part due to lack of professional
fiscal office staff with the knowledge to review and implement the needed changes.

Summary

The viability of ISHS as a state agency depends upon a knowledgeable manager of its
fiscal office. Because of lack of funding and leadership, this issue has been neglected in
the past, to the point that the Society is now in a crisis situation. A Financial Manager
will enable the Society to not only address the short-term crisis, but such a position is
also necessary for the long-term health of the agency. Given the complexity of the task
as outlined above, it is clear to the current Interim Executive Director and the fiscal
office consultant that such a position should have been funded years ago. It is a vital
and necessary position that is required for the very survival of the agency
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REQUEST BY DECISION UNIT

AGENCY: ldaho State Historical Society Agency No.: 522 FY 2007 Request

FUNCTION: Function No.: 01 Page  of  Pages
ACTIVITY: Activity No.: Original Submission ___ or Revision No.
A: Decision Unit No: 4.2 Description: Financial Mgr./ OE for Contractor  Agency Priority Ranking of
DESCRIPTION General Dedicated Federal Other Total
FULL TIME POSITIONS (FTP)
PERSONNEL COSTS:
1. Salaries 17,300 17,300
2. Benefits 6,200 6,200
TOTAL PERSONNEL COSTS: 23,500 0 0 0 23,500
OPERATING EXPENDITURES by summary object:
Contrator Services June 2006 - March 2007 52,000 52,000
(this is a one-time request)
TOTAL OPERATING EXPENDITURES: 52,000 0 0 0 52,000
CAPITAL OUTLAY by summary object:
TOTAL CAPITAL OUTLAY:
T/B PAYMENTS:
LUMP SUM:
GRAND TOTAL 75,500 0 0 0 75,500

The Idaho State Historical Society (ISHS) is requesting a supplemental appropriation to fund a management level accountant.
The person who fills this position will manage all fiscal operations, supervise the fiscal office staff (currently 4 FTP), and
become part of the ISHS management team. The Financial Manager will meet regularly with the Executive Director and other
ISHS management staff, as well as the ISHS Board of Trustees.

This supplemental request includes no additional FTEs. A current unfunded FTE will be utilized.

General fund in the amount of $75,500 is requested for FY 07. This includes funding for an experienced Financial Manager for
eight (8) pay periods, beginning March 1, in the amount of $17,300 for salary and $6,200 for benefits, for a total of $23,500 in
personnel costs.

In addition, $52,000 in one-time costs is requested in operating costs to pay the financial consultant (Donna Walker, former
Chief Fiscal Officer for the Idaho Department of Law Enforcement) for financial services for the period June 2006 through
March 15, 2007. The Office of the State Controller and the Legislative Services Office both recommended that the ISHS
Executive Director hire this consultant to help ISHS with its grants management program and to write its FY 07 indirect cost
plan, which has since been approved by the U.S. Department of the Interior. Since November 1, 2006, the Board of Trustees
and the Interim Executive Director have also requested her services to assist with additional ongoing problems identified in the
fiscal office as well as grants management services, including writing the FY 08 indirect cost plan. The fiscal office has been
shorthanded since October 19, 2006 when the Financial Specialist, Senior was placed on leave. The contractor is fulfilling an
indispensable role in assisting with the daily operations of ISHS, and will continue to be needed to do so until the Financial
Manager position requested with this supplemental can be filled. This proposal allows for approximately two weeks for the
consultant to remain at ISHS after the Financial Manager has been hired to acquaint the Financial Manager with the operations.

Rationale for this Supplemental Request

Virtually all aspects of the ISHS fiscal office require attention, as noted in the recent Legislative Services Office audit and the
Office of the State Controller report. Some of the recommendations contained in the audit and report are currently being
addressed by ISHS. However, many of the recommendations contained in the audit and report require a level of expertise in
the ISHS fiscal office staff that is not currently available. It is the strong belief of the current Interim Executive Director (Keith
Petersen, hired on November 6, 2006), fiscal office consultant (Donna Walker, hired March 2006), and Board of Trustees that,
given the current level of staffing and expertise in the fiscal office, serious issues and concerns simply cannot be addressed,
particularly in three areas outlined below: complexity of operations, grants management, and financial reporting.

ISHS is requesting this supplemental appropriation to provide for the level of staffing and financial expertise to enable the
society to properly function as a state agency. Continued staffing at the current level almost assuredly will consign ISHS to
failure.
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REQUEST BY DECISION UNIT

AGENCY: ldaho State Historical Society Agency No.: 522 FY 2007 Request

FUNCTION: Function No.: 01 Page  of  Pages

ACTIVITY: Activity No.: Original Submission ___ or Revision No.
A: Decision Unit No: 4.2 Description: Financial Mgr./ OE for Contractor  Agency Priority Ranking of
Continued:

Complexity of Operations

The ISHS FY 07 appropriation is over $5 million and includes 50 full-time authorized positions. In addition, ISHS utilizes more
than 250 volunteers to carry out its functions. This Financial Manager position will be responsible for implementing and
maintaining the recommendations of the Legislative Services Office contained in the previous two audits covering the period FY
2001-2005, as well as resolving problems identified in the Office of the State Controller report released in November 2006.
These recommendations include full implementation of the state’s STARS system, annual review and update of internal
controls throughout the Society including roles and responsibilities of the ISHS Board of Trustees as mandated by the
Controller, and maintenance of an adequate grants administrations system.

Currently, ISHS has only one professional accountant position to oversee personnel, payroll, accounts receivable, accounts
payable, budgeting, agency financial closing packages for the State Controller’s Office, purchase orders, inventory, capital
assets management (includes more than 60 historical sites), federal/state/private grants management including the annual
indirect cost plan, and financial reporting. Compared to other state agencies, especially given the complexities of grants
management in addition to all of the personnel functions (performance evaluations, grievances, hiring, promotions, salary
issues, job classification, and terminations), the workload at ISHS is simply too much for one professional accountant to
manage adequately. Fiscal problems at ISHS have been identified for years (see prior audits). However, when the prior
accountant retired in the fall of 2005, the problems continued to mount and cannot be resolved with the current staff level.

Grants Management

For FY 06 ISHS had approximately 50 grants and sub-grants from seven different federal agencies. During this time period,
ISHS expended approximately $800,000 in federal funds, plus approximately $350,000 in additional non-federal matching funds
from other sources. In addition, ISHS has a number of smaller grants/cooperative agreements with various state universities
and colleges, state agencies, and private organizations.

Proper management of these grants has been a major problem at ISHS, as identified in the two prior Legislative Services

Office audits (2001-2005). In fact, by March 2006 the problem had grown so desperate that the legislative auditors informed the
ISHS Executive Director that the agency was in danger of losing all of its federal grants because the grant files were in such
poor condition that they were unauditable. In addition, the ISHS indirect cost plan that was supposed to be submitted to the U.S.
Department of Interior by December 30, 2005 had not even been written, because the ISHS accountant (Financial Specialist,
Senior) did not know how to write one. Indirect cost recovery, approximately $250,000, is the major source of non-federal match
for ISHS federal grants.

Financial Reporting

The ISHS is divided into several units: administration; fiscal office; State Historical Museum; State Historic Preservation Office;
Historic Sites/Old Idaho Penitentiary; and Public Archives and Research Library. The administrator of each unit, along with the
Executive Director, makes up the management team of the Society.

For years, the management team-along with the Board of Trustees—has been handicapped in making decisions because the
Financial Specialist, Senior has not presented readable or understandable financial statements. Many of the problems identified
by the Legislative Services Office audit and the Office of the State Controller report are attributable to the inability of the
Executive Director, administrators, and Trustees to understand the Society’s financial situation and plan accordingly. For
example, the Idaho State Historical Museum, which has been accredited with the American Association of Museums longer
than any other museum in the West, is in danger of losing its accreditation in 2007, and a primary reason noted by the AAM
study team was lack of decipherable financial statements, which made planning and budgeting virtually impossible. The State
Museum losing accreditation would be similar to a professional school at a university losing accreditation, and would have
dramatic negative impacts on the Society. Having a Financial Manager on board early in 2007 will allow the Society to address
the financial concerns raised by the AAM study team prior to their return to the facility in late summer 2007.

The Museum is only one example of the difficulties caused by the lack of sound financial reporting. This issue must be
addressed. ISHS’s current STARS accounting program structure needs to be updated and revised to fully implement and utilize
the STARS and newly acquired IBIS software reporting systems. Despite prior audit recommendations, this has not been done.
This is in part due to lack of professional fiscal office staff with the knowledge to review and implement the needed changes.
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REQUEST BY DECISION UNIT

AGENCY: ldaho State Historical Society Agency No.: 522 FY 2007 Request

FUNCTION: Function No.: 01 Page  of  Pages

ACTIVITY: Activity No.: Original Submission ___ or Revision No.
A: Decision Unit No: 4.2 Description: Financial Mgr./ OE for Contractor  Agency Priority Ranking of
Continued:

Summary

The viability of ISHS as a state agency depends upon a knowledgeable manager of its fiscal office. Because of lack of funding
and leadership, this issue has been neglected in the past, to the point that the Society is now in a crisis situation. A Financial
Manager will enable the Society to not only address the short-term crisis, but such a position is also necessary for the long-term
health of the agency. Given the complexity of the task as outlined above, it is clear to the current Interim Executive Director and
the fiscal office consultant that such a position should have been funded years ago. It is a vital and necessary position that is
required for the very survival of the agency
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2007
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REQUEST BY DECISION UNIT

AGENCY: ldaho State Historical Society Agency No.: 522 FY 2008 Request

FUNCTION: Function No.: 01 Page  of  Pages

ACTIVITY: Activity No.: Original Submission ___ or Revision No.
A: Decision Unit No: 12.1x Description: Annualization for Financial Mgr. Agency Priority Ranking of
DESCRIPTION General Dedicated Federal Other Total

FULL TIME POSITIONS (FTP)
PERSONNEL COSTS:

1. Salaries 38,900 38,900
2. Benefits 14,100 14,100
TOTAL PERSONNEL COSTS: 53,000 0 0 0 53,000

OPERATING EXPENDITURES by summary object:

TOTAL OPERATING EXPENDITURES: 0 0 0 0 0
CAPITAL OUTLAY by summary object:

TOTAL CAPITAL OUTLAY:

T/B PAYMENTS:

GRAND TOTAL 53,000 0 0 0 53,000
The Idaho State Historical Society (ISHS) requested a supplemental appropriation to fund eight pay periods for a management
level accountant. This request is for the annualization of that position. General fund in the amount of $53,000 is requested for
FY 08. This will be a total of $76,500 for the salary and benefits for this position.

The person who fills this position will manage all fiscal operations, supervise the fiscal office staff (currently 4 FTP), and
become part of the ISHS management team. The Financial Manager will meet regularly with the Executive Director and other
ISHS management staff, as well as the ISHS Board of Trustees.

Complexity of Operations

The ISHS FY 07 appropriation is over $5 million and includes 50 full-time authorized positions. In addition, ISHS utilizes more
than 250 volunteers to carry out its functions. This Financial Manager position will be responsible for implementing and
maintaining the recommendations of the Legislative Services Office contained in the previous two audits covering the period FY
2001-2005, as well as resolving problems identified in the Office of the State Controller report released in November 2006.
These recommendations include full implementation of the state’s STARS system, annual review and update of internal
controls throughout the Society including roles and responsibilities of the ISHS Board of Trustees as mandated by the
Controller, and maintenance of an adequate grants administrations system.

Currently, ISHS has only one professional accountant position to oversee personnel, payroll, accounts receivable, accounts
payable, budgeting, agency financial closing packages for the State Controller’s Office, purchase orders, inventory, capital
assets management (includes more than 60 historical sites), federal/state/private grants management including the annual
indirect cost plan, and financial reporting. Compared to other state agencies, especially given the complexities of grants
management in addition to all of the personnel functions (performance evaluations, grievances, hiring, promotions, salary
issues, job classification, and terminations), the workload at ISHS is simply too much for one professional accountant to
manage adequately. Fiscal problems at ISHS have been identified for years (see prior audits). However, when the prior
accountant retired in the fall of 2005, the problems continued to mount and cannot be resolved with the current staff level.
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REQUEST BY DECISION UNIT

AGENCY: ldaho State Historical Society Agency No.: 522 FY 2007 Request

FUNCTION: Function No.: 01 Page  of  Pages

ACTIVITY: Activity No.: Original Submission ___ or Revision No.
A: Decision Unit No: 12.1x Description: Annualization for Financial Mgr. Agency Priority Ranking of
Continued:

Grants Management

For FY 06 ISHS had approximately 50 grants and sub-grants from seven different federal agencies. During this time period,
ISHS expended approximately $800,000 in federal funds, plus approximately $350,000 in additional non-federal matching funds
from other sources. In addition, ISHS has a number of smaller grants/cooperative agreements with various state universities
and colleges, state agencies, and private organizations.

Proper management of these grants has been a major problem at ISHS, as identified in the two prior Legislative Services

Office audits (2001-2005). In fact, by March 2006 the problem had grown so desperate that the legislative auditors informed the
ISHS Executive Director that the agency was in danger of losing all of its federal grants because the grant files were in such
poor condition that they were unauditable. In addition, the ISHS indirect cost plan that was supposed to be submitted to the U.S.
Department of Interior by December 30, 2005 had not even been written, because the ISHS accountant (Financial Specialist,
Senior) did not know how to write one. Indirect cost recovery, approximately $250,000, is the major source of non-federal match
for ISHS federal grants.

Financial Reporting

The ISHS is divided into several units: administration; fiscal office; State Historical Museum; State Historic Preservation Office;
Historic Sites/Old Idaho Penitentiary; and Public Archives and Research Library. The administrator of each unit, along with the
Executive Director, makes up the management team of the Society.

For years, the management team-along with the Board of Trustees—has been handicapped in making decisions because the
Financial Specialist, Senior has not presented readable or understandable financial statements. Many of the problems identified
by the Legislative Services Office audit and the Office of the State Controller report are attributable to the inability of the
Executive Director, administrators, and Trustees to understand the Society’s financial situation and plan accordingly. For
example, the Idaho State Historical Museum, which has been accredited with the American Association of Museums longer
than any other museum in the West, is in danger of losing its accreditation in 2007, and a primary reason noted by the AAM
study team was lack of decipherable financial statements, which made planning and budgeting virtually impossible. The State
Museum losing accreditation would be similar to a professional school at a university losing accreditation, and would have
dramatic negative impacts on the Society. Having a Financial Manager on board early in 2007 will allow the Society to address
the financial concerns raised by the AAM study team prior to their return to the facility in late summer 2007.

The Museum is only one example of the difficulties caused by the lack of sound financial reporting. This issue must be
addressed. ISHS's current STARS accounting program structure needs to be updated and revised to fully implement and utilize
the STARS and newly acquired IBIS software reporting systems. Despite prior audit recommendations, this has not been done.
This is in part due to lack of professional fiscal office staff with the knowledge to review and implement the needed changes.

Summary

The viability of ISHS as a state agency depends upon a knowledgeable manager of its fiscal office. Because of lack of funding
and leadership, this issue has been neglected in the past, to the point that the Society is now in a crisis situation. A Financial
Manager will enable the Society to not only address the short-term crisis, but such a position is also necessary for the long-term
health of the agency. Given the complexity of the task as outlined above, it is clear to the current Interim Executive Director and
the fiscal office consultant that such a position should have been funded years ago. It is a vital and necessary position that is
required for the very survival of the agency
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2007

REFERENCE: APPLICABLE STATUTE, RULE, OR POLICY

Idaho State Board of Education

GOVERNING POLICIES AND PROCEDURES
SECTION: V. FINANCIAL AFFAIRS
Subsection B. Budget Policy April 2002

1. Budget Requests

For purposes of Item 1., the community colleges (CSI and NIC), the State Historical
Society, and the State Library are included.

a. Submission of Budget Requests

The Board is responsible for submission of budget request for the institutions,
school and agencies under its governance to the executive and legislative
branches of government. Only those budget requests which have been formally
approved by the Board will be submitted by the office to the executive and
legislative branches.

b. Direction by the Office of the State Board of Education

The preparation of all annual budget requests is to be directed by the Office of
the State Board of Education which designates forms to be used in the process.
The procedures for the preparation and submission of budget requests apply to
operational and capital improvements budgets.

c. Preparation and Submission of Annual Budget Requests
Annual budget requests to be submitted to the Board by the institutions, school
and agencies under Board governance are due in the Office of the State Board of
Education on the date established by the executive director.

d. Presentation to the Board

Annual budget requests are formally presented to the designated committee by the
chief executive officer of each institution, school or agency or his or her designee. The
designated committee will review the requests and provide recommendations to the
Board for their action.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2007
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2007

INSTITUTION / AGENCY AGENDA

REFERENCE
August, 2006 Board approved FY 2008 College and University and
Agency budget requests.
October 2006 Board approved revisions to original budget requests.
SUBJECT

Adjust Board-approved budget requests for FY 2008 to include a new Line Item
for the Office of the State Board of Education (OSBE).

APPLICABLE STATUTE, RULE, OR POLICY
Idaho State Board of Education Governing Policies & Procedures, Section V.B.1

BACKGROUND
At its August 2006 meeting, the State Board of Education approved Maintenance
of Current Operations (MCO) and Line Item budget requests for submission to
the Legislative Services Office (LSO) and Division of Financial Management
(DFM). At the October 2006 meeting the Board approved several revisions to
budgets.

This request is in addition to the previously approved budget for OSBE.

DISCUSSION

Previously, the Board appointed an Idaho School for the Deaf and Blind (ISDB)
Committee to review the best delivery model for deaf and visually impaired
educational services in Idaho. The ISDB Committee has appointed two transition
committees, one to deal with issues affecting the deaf/hard-of-hearing, and one
to deal with issues affecting the blind and visually impaired. The Deaf Transition
Committee will work out of the OSBE. A request is being made to transfer one
FTE and related costs from the ISDB budget to the OSBE budget. This staff
position will assist with the ongoing work of the committee as the statewide
service delivery model for deaf education services is reviewed.

The Idaho Commission for Blind and Visually Impaired (IBCVI) is also requesting
the transfer of one FTE and related costs from the ISDB budget to support the
blind transition committee.

IMPACT
Having a staff position for each of the transition committees will allow the Board
to have the ability to work more closely with stakeholders in the deaf community
in Idaho as the transition of service delivery moves forward. Funding for both
positions, and related operating expenses, is anticipated to be provided via a
transfer of General Funds from the budget of the School for the Deaf and Blind.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2007

ATTACHMENTS
Attachment 1 — Budget request documents (B-8.1).

STAFF COMMENTS AND RECOMMENDATIONS
Staff has participated with the transition committees and understands the
importance of having support for these committees to be able to review deaf and
visually impaired services statewide and assist with administrative duties related
to engaging stakeholder support.

Staff recommends approval of this item.

BOARD ACTION
A motion to approve a Line Item request for FY 2008 for the Office of the State
Board of Education in the amount of $60,000, General Funds ($58,000 ongoing,
$2,000 one-time) for a staff position to support the Deaf Transition Committee.
One new FTE position is requested.

Moved by Seconded by Carried Yes No
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REQUEST BY DECISION UNIT

AGENCY: Office of the State Board of Education Agency No.: 501 FY 2008 Request
FUNCTION: OSBE Function No.: 02 Page 1 of 1 Pages
ACTIVITY: Activity No.:
A: Decision Unit No: 12.09 Descriptive Title Staff, Deaf Transition Committee Agency Priority Ranking of
DESCRIPTION General Dedicated Federal Other Total
FULL TIME POSITIONS (FTP) 1.00 1.00
PERSONNEL COSTS:
1. Salary - ISDB Transition Position 39,400 39,400
2. Benefits 16,100 16,100
TOTAL PERSONNEL COSTS: 55,500 0 0 0 55,500
OPERATING EXPENDITURES by summary object:
1. Travel, lodging, and related 2,500 2,500
2.
TOTAL OPERATING EXPENDITURES: 2,500 0 0 0 2,500
CAPITAL OUTLAY by summary object:
1. Computer and related 2,000 2,000
2.
TOTAL CAPITAL OUTLAY: 2,000 0 0 0 2,000
T/B PAYMENTS:
LUMP SUM:
GRAND TOTAL 60,000 0 0 0 60,000

B: Use the financial data matrix above to summarize requested resources by fund source and by expenditure class at the
summary object level. Attach as many pages as necessary to respond in a narrative fashion to the following questions:

1. What is being requested and why? What is the agency current staffing level for this activity and how much funding by
source is in the base?

Request that 1.0 FTP be transferred from the Idaho School for the Deaf and the Blind (ISDB) to the Office of the State Board
of Education (OSBE), to guide the transition from the current delivery model to a new delivery model. This position would be
responsible for staffing the Deaf Transition Committee, to include coordinating regional meetings for the purpose of
explaining the proposed delivery model to interested parties; preparing Transition Committee meeting agendas, etc. The
person hired should have some expertise in deaf education and would complete the timeline established by the SBOE
working group which would include the completion and Board approval of state deaf education standards, creation of a
service delivery model, creation of a funding structure and creation of a transition plan. This position would facilitate the
transition process to the new model no later than July of 2009.

The OSBE has been providing support to the process through a portion of the Chief Elementary Secondary Academic
Officer position. This support has been approximately 5 hours per week over the course of the SBOE committee and
workgroup but has increased to approximately 20 hours per week as the transition team moves forward to meet the
deadlines established by the Board. The workload is expected to increase further as the transition time approaches.

2. What resources are necessary to implement this request?
Request the transfer of 1 FTP and funding from the Idaho School for the Deaf and Blind, with associated General Funds.

3. Please break out fund sources with anticipated expenditures in the financial data matrix.
This request is for a PG 41 position. Hire date will be 7/1/07.

4. Who is being served by this request and what are the expected impacts of the funding requested? If this request is not
funded who and what are impacted?

This request will assist in the development of a delivery model and the transition of the ISDB to this model. This will benefit
the ISDB Working Group, parents and children that receive these services.

The requested position is a companion to a similar position being requested by the Idaho Commission for the Blind and
Visually Impaired.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JANUARY 8, 2007

REFERENCE: APPLICABLE STATUTE, RULE, OR POLICY

Idaho State Board of Education

GOVERNING POLICIES AND PROCEDURES
SECTION: V. FINANCIAL AFFAIRS
Subsection B. Budget Policy April 2002

1. Budget Requests

For purposes of Item 1., the community colleges (CSI and NIC), the State Historical
Society, and the State Library are included.

a. Submission of Budget Requests

The Board is responsible for submission of budget request for the institutions,
school and agencies under its governance to the executive and legislative
branches of government. Only those budget requests which have been formally
approved by the Board will be submitted by the office to the executive and
legislative branches.

b. Direction by the Office of the State Board of Education

The preparation of all annual budget requests is to be directed by the Office of
the State Board of Education which designates forms to be used in the process.
The procedures for the preparation and submission of budget requests apply to
operational and capital improvements budgets.

c. Preparation and Submission of Annual Budget Requests
Annual budget requests to be submitted to the Board by the institutions, school
and agencies under Board governance are due in the Office of the State Board of
Education on the date established by the executive director.

d. Presentation to the Board

Annual budget requests are formally presented to the designated committee by the
chief executive officer of each institution, school or agency or his or her designee. The
designated committee will review the requests and provide recommendations to the
Board for their action.
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