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In the apinton of Band Counsel, assiming contiming compliance with cemain requirements end covenants, under existing laws, repuladons, rulings end judiciel decistons,
interest on the Sories 19044 Bonds is excludable from gross income of the recipients thereof for federal income tax purposes; however, interest on the Series 19344
Bonds consiitutes @ specific item of tax preference for prrposes of the federet aliernotive miniimiom tat for individuals and corporntions. Bond Counsel is farther
of the opirion that, pursuant to the Act, the Series 19944 Boads and the insoms therefrom are exemp! from taxation @ the Sate of Oklahoma, For a
more complete descripiion of the opinton of Bond Counsel and n deseription of certain provisions of the Mternal Revenug Code of 1986, ay
amended, which may affect the federal tax treatment of interest on the Series 19944 Bonds for eerinin Registered Owners therzof, see the
caplion “EAX EXEMPTION’ herein and the proposed form of opinion of Bord Counsel attached hereto as 4ppendix H,

$32,200,000
OKLAHOMA STUDENT LOAN AUTHORITY

Student Loan Revenue Bonds, Series 1994A

Auction Rate Securities®™ Consisting Of :
$25,200,000 Series 1994A-1 : $7,000,000 Series 199442

Dated: Date of Issuance Due: September 1, 2020 Dated: Date of Issvance Due: September 1, 2015
Auction Period; 35 days : Auction Period: 1 year

Price of All Bonds: 100%

The Student Loan Rewvcnue Bonds, Series 1994A (the *“Series 1994A Bonds®) will be issued by ths Oklahoma Student Loan Amthority (the
“Anthority™) as fully registered bonds without coupens in the principal amount of $100,000 or 2ny integral multiple thereof. When issued, the Serjes
19944 Bonds will be registered in the name of Cede & Cb., as nominee of The Depesitory Trust Company {“DTC™), New York, New York which will
act as sccuritics depository for the Serics 1994A Bonds. Individual purchases of beneficial ownership interesis in the Series 19944 Bonds will be made
in Bock Entry form only.

The principal of and intercst on the Series 1994A Bonds are payable by the Trusiee, Boatmen’s F‘rs.t National Bank of Oklahoma, Qklahoma City,
Oklahoma, to DTC, which {3 in turn to remit sech principal and interest to its Pammpants (as defined berein) which arc in turn to remit such principel
and interest to the Beneficial Qwners (as defined herzin of the Serles 1994A Bonds. See the caption “DBSCRIPTICJN OF THE SERIES 1994A BONIIS
— Securitics Depository’! hercin.

The Series 1994A Bonds will be issucd in two subseries as Auction Rate Securities®™ with variable rates of interest for sach applicable Auction
Peried (as described herein). The rates of interest on the Series 1994A-1 Bonds and the Series 1994A-2 Bonds from the Date of Issuance through
Tanuary 25, 1995 and Mey 31, 1993, respectively, will be 5.00% for the Scrics 1994A-1 Bonds and 4.80% for the Serics 19944A-2 Bonds. Thereafier,
unless changed as described hercin, the Scrics 1894A-1 Bonds will bear interest for each Interest Period (as defined herein) at an Auction Rate (as deseribed
herein) based upon a 35-day Auction Period; and the Series 1924A-2 Bonds will bear interest for cach Interest Period at an Auction Rate based vpon a
ong¢-year Augtion Period, each as determined by Bankess Trust Company, New York, New York (the “Auction Agent™) pursuant to the Auction
Procedures described in ““*Appendix F — AUCTION PRQCEDURES FOR THE AUCTION-RATE SECURITIES™ herein, but in no event grester thap
16% per annum. Umeil a Conversion Date or a Period Adjustment Date (each as deseribed herein), if any, interest on the Scries 1994A-1 Bonds will he

payable semi-annually on each March 1 and September 1, commencing March 1, 1995; and interest on the Seres 1994A-2 Bonds will be payable

semi-annually on each June 1 and December 1, commencing June 1, 1995, unless changed as described herein.

The Series 19944 Bonds will be issued pursuant to the Bond Resolution (s defined herein) on a parity with the Authority’s outstanding $39,670,000
fixcd rate Student Loan Revenue Refunding Bonds, Series 1992A and Series 1992B (together, the ““Series 19924&B Bonds’”). Additional bonds or other
debt obligations (the *“Additional Bonds™) may be issued oo a parity with the Series 1952A&B Bonds and the Series 1994A Bonds from time 1o time in
the future. The Series 1992A4&B Bonds, the Series 1994A Bonds and any Additional Bonds are collectively referred to herein as the “Bonds™.

The proceeds of the Serjes 19944 Bonds will be used by the Authotity, among other things: (i) to provide funds to finance Eligible Loans (as defined
herein); (i) to fund capitalized interest; and (iii) to fund the Debt Serviee Reserve Requircment (a3 defined herein) for the Serics 1994A Bonds. The Bonds
will be secured by the Financed Eligible Loans, the Revenues and Recoveries of Principal thereon (each as defined herein), and certain securities and other
moneys pledged under the Bond Resolution.

The Series 1994A Bonds are subject to aptional and mandatory redemption prior to maturity as more fully described in the Bond Resolution
and herein under the heading “DESCRIPTION OF THE SERTES 1994A BONDS??, and aie suhject to a mandalury tender upon cenversion to
a Fixed Rate or a Variable Raile (ench as defined herein).

The Bonds, and the interest thereon, are limited and special revenue obligations of the Authority, secarcd by and payable solely from
revenues, funds and other assets specifically pledged therefor, as more particularly described herein and in the Boad Resolation. The Bonds, and
the Interest thereon, do not constitute or create an oblipation (general or special), debt, liability or moral obligation of the State of Oklzhoma or
of any political subdivision thereof within the meaning of any eonstitutional or statutory provision whatsoever; and neither the faith and credit
nor the taxing power of the State of Oklahome or any pelitical subdivision thereef is pledged to the payment of the principal of, premium if any,
or interest on the Bopds. The Bonds, and the inferest thereon, ave not personal obligations of the trustees of the Authority and are not 2 general
obligation of the Authority, which has ne taxing pewer.

The Series 19944 Bonds are offered when, as and if isswed by the Authority and received by the Underwriter, subjecs to prior sale, withdrawal or modification of the offer
wiificit nolice and subject to the approval of legality by Kutak Rock, Oklahioma City, Oklahoms, Bond Cownsel. Certain legal matters witl be passed upon for the
Authority by lis specinl eounsel, Roderick W. Durrell, Esq., and for the Underwriter by its counsel Williams & Anderson, Little Rock, Arkarsas, It is expected

that the Series 19944 Bonds will be defivered through the factlities of DTC in New York, New York o1 or about December 21, 1994,

Smith Barney Inc.
Dated: December 20, 1994

$M3ervice Mark of Smith Barney Inc.
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No desler, broker, salesman or other person has been authorized by the Authority, the State
Guarantee Agency or the Underwriter to give any information or to meke any representations other
than those contained in this QOfficial Statement, and if given or made, such other information or
representations must not be relied upon as having been autharized by any of the foregoing. 'This
Official Statement does not constitute an offer to sell or the saolicitation of an offer to buy, nor shall
there be any sale of, the Series 1904A Bonds by any person in any jurisdiction in which it is unlawfol
for such person to make such offer, solicitation or sale. The information set forth herein has been
obtained from the Authority, the Siate Guarantee Agency, and other sources which are believed to he
refiable, Such informatien is not guaranteed as to accuracy or completeness by, and is not to be
comstrued as a representation of, the UInderwriter. The information concerning the State Guarantee
Agency and DTC bas been furnished by the State Guarantee Agency and DTC, respectively, and such
information is not guaranteed as to accuracy or completeness by, and is not to be construed as a
representation of, the Authority or the Underwriter. The information and expressions of opinion herein
are subject to change withort notice, and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no chenge
in the affairs of the Authority, the State Guarantee Agency, or any other entity described herein after
the date hereof. This Official Statement does not constitute a contract between the Authority or the
Underwriter and any one or more of the purchasers or Registered Owners of the Series 1994A Bonds.

THE COVER PAGE AND THIS PAGE CONTAIN CERTAIN INFORMATICN FOR QUICK
REFERENCE ONLY. THE COVER PAGE AND THIS PAGE ARE NOT A SUMMARY OF THIS
IBSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT, INCLUDING ALL
APPENDICES ATTACHED HERETO, TO ORTAIN INFORMATION ESSENTIAL TO THE MARING
OF AN INFORMED INVESTMENT DECISION. "APPENDIX A - SUMMARY OF CERTAIN
DEFINITIONS AND PROVISIONS OF THE BOND RESOLUTION" CONTAINS DEFINITIONS OF
CERTAIN CAPITALIZED TERMS USED IN THIS OFFICIAL STATEMENT.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OQVERALLOT OR
EFFECT TRANSACTICNS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE
SERIES 1994A BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

THE SERIES 1394A BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES
AND EXCHANGE COMMISSION. THE REGISTRATION, QUALIFICATION OR EXEMPTION OF
THE SERIES 1984A BONDS IN ACCORDANCE WITH APPLICABLE SECURITIES LAW
PROVISIONS OF THE JURISDICTIONS IN WHICH THESE SECURITIES HAVE BEEN
REGISTERED, QUALIFIED OR EXEMPTED SHOULD NOT BE REGARDED AS A
RECOMMENDATION THEREOF. NEITHER THESE JUBRISDICTIONS NOR ANY OF THEIR
AGENCIES HAVE GUARANTEED OR PASSED UPON THE SAFETY OF THE SERIES 1994A
BONDS AS AN INVESTMENT, UPON THE PROBABILITY OF ANY EARNINGS THERECN, OR
UPON THE ACCUBACY OR ADEQUACY OF THIS OFFICIAL STATEMENT.
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OFFICIAL STATEHEHT
- $32,200, 000
OKLAHOHA STUDEHT LOAH ADTHHRITY .
student Loan Revenue Bcnds Series 1994a

Auction Rate securltless“ consistlng of

$25,200, 000 Series 1994a-1 ' §7,000,000 Series 1994A~2 -
Due: September 1, 2020 - . Due: - September 1, 2015

*jiﬁ¢nbnucmrou.'"

thig official Statement lncludes the cover page hereof and all Appendices

attached hereto (the “official statement“). This official sStatement is being
distributed by the cklahoma Student Loan Authority (the *authority“}, an express

trust established for the benefit of the state of Oklahoma (the “State”) by a.
certain Trust Indenture dated august -2y 1912 to  furnish information in

copnection with the offering of its ‘Student Lcan.Revenue Bonds, -Seriea 1994a (the
"Series 199%4a Bcnds“}. The series 1994a Bonds will be issuned by_the.Anthority

to provide, among ‘other thlngs, funds to finance Eligible Loans- (as defined

herein) in -its particxpatiqn in the Federal Family Educat;on Loan {"FFEL")

Program. o , ‘ ,

The Series 1394A Bonds will be issued as Auction Rate.SecuritiessH (the.
"Auctlon Rate Securities") in two subseriesa, Series 19942-1 (the vgeries 1994A-
1 Bonds"} and Series 1994A-2 (the "Series 1594A-2 Bonds"), and will bear interest
for the respective Initial Periods (as defined herein) at rates of interest that
are set forth on the cover page hereof. . Subsequently, the respective interest
rates on each subseries of the Auction Rate Securities will ke determined from
the implementation ef the auction Procednres described in "appendix F - AUCTION
PROCEDURES FOR THE AUCTION RATE SECURITIES" here;n, but in no event greater than
16% per annum.

The Séries 1994A Bonds w1ll be issued pursuant to the General’ Resolutlon'
for the Issuance of Debt obligatione as previously adopted, supplemented, amended
and ratified by the trustees of the Authority (the "General Resolution'} and
pursuant to a Series 1994a Supplemental Bond Reselutiocn (the "Series 1994a
Supplemental Resclution®) to be adepted prior to delivery of the Series 19944
Bonds. Tegether, the General Regolution and the Series 19944 sSupplemental
Resolution are herein referred to as the "Bond Resolution". See "appendix A -
SUMMARY OF CERTAIN DEFINITIONS AND PROVISIONS OF THE EOND RESOLUTION® herein.
In addition, administration of the Trust Estate created for the Seriea 19%4A
Bonds will be governed by a certain Trust Agreement dated as of Decemker 1, 1994
(the "Trust Agreement") by and between-the Authority and Beoatmen-‘s Flrst:Natlonal
Bank of oklahoma, oklahoma ¢ity, Oklahema, as trustee thereunder (the “Trustee"}.

The Series 1994A Boends also are lssued pursuant to the provlslous of the
oklahcoma Student Lean Act, Title 70, oklahoma Statutee 1991, Secticne 685.1 et
geq., =3 amended (the “Student Loan Act"), and the Oklahoma Trusts for
Furtherance of Public Punctions Act, Title 60, oklahoma Statutes 1991, sections
176 to 180.3, inclusive ([the "Public Trust Act®"). The "sStudent Loan Act® and
the "Publiec Trust Bct" are collectively referred to herein as the .mactv.

The Series 19%4A Bonds will be issued on a parity with the Authority’s
$39,670,000 outstanding aggregate principal amount of fixed rate Student Loan
Revenue Refunding Bonds, Series 1992A and Series 19228 (together, the "Series .
1392A&B Bonds” ) -which were issued pursuant to the General Resolution and a Series
19927 and Series 1992B supplemental Bond Resolution adopted by the trustees of
the Anthority on November 6, 1992 (the "Series 1992As8 sSupplemental Resolut:.on"} .

R
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The Series 19%4A Bonds constitute additional bonds for purposes of the sSeries
13922&B Supplementzal Resolution. Furthermore, the sSeries 199%92a%B Supplemental
Resolution and the series 1994a supplemental Resolution provide for the issuance
of additional bonds (the "additional Bonds") secured on a parity with the Series
1992a5B Bonds and the Series 1994A Bonds. See the caption "SECURITY AND SOURCES
OF PAYMENT FOR THE SERIES 19%4A BONDsS" herein. The sSeries 1992a&B Bonds, the
Series 19542 Bonds and any Additional. Bonds are collectively refexrred to herein
ag the "Bonds”.

Certain capitalized terms used in this official sStatement are defined in
"appendizx A - SUMMARY OF CERTAIN DEFINITIONS AND PROVISIONS OF THE DBOND
RESOLUTION" herein. All other capitalized terms used in this ¢fficial Statement
and not otherwise defined herein have the same meanings ascribed to such terms
in the Bond Resolution, unless the context clearly indicates otherwise.

The proceeds of the Series 19942 Bonds will be used by the authority, among
other things: (i) to provide funds to finance Eligible Leoans {as defined herein);
(ii) toc fund capitalized interest; and (iii) to fund the Debt Service Reserve
Recquirement (as defined herein) for the Series 1994a Bonds. The costs asscciated
with the issuance of the Series 15944 Bonds will be paid by the Authority from
certain of its general funds. Eligible Loans held under the Bend Resolution and
the Trust Agreement are referred to herein as "Financed Eligible Ioans*. The
education loan promissory mnotes evidenheing the Financed Eligible Yoans and
related loan documentation will be held by the Trustee, asting as "Custodian”
pursuant to the provisions of a sertain Master Custodian Services Agreement dated
septenber 27, 1994 between the Custodian and the Auvthority. See the caption “THE
AUTHORITY"; “Appendix A - SUMMARY OF CERTATN DEFINITIONS AND PROVISIONS OF THE

BOND RESOLUTION"; and "Append:u: B - DESCRIPTION QF THE FEDERAT, FAMILY EDUCATION
LOAN PROG " herein.

Financed Eligible Loans will be guaranteed: (i) by the oklahoma state
Regents for Higher Eduscation (the "Regents"), aecting as the State Guarantee
Agency (the “"state Guarantee Agency") in administering the student Educational
Aasistance Fund (the "Guarantee Fund"); or, (ii) by other Guarantors of Eligible
Loang qualified under the provisiong of the Bond Resolution to act in such
capacity; or (iii) in ecertain instances by the Secretary (the rSecretary*) of
the TUnited States bDepartment of Education (the "UsDE"}. The respective
Guarantors are reinsured, subject to various terms and conditions, by the
Secretary for reimburzement from 79% to 100% of the amounts expsnded in payment
of claims by eligible lenders (including the authority) regarding education leans
guaranteed by the respective Guarantors. As of September 30, 1354, approximately
98.6% of the FFEL Program loans held by the aAnthority were guaranteed by the
State Cuarantee Agency and approximately l1.4% were gueranteed by another
Guarantor. Sce the caption “GUARANTEE ACENCIES” and “Appendix ¢ - THE STATE

GUARANTEE AGENCY DESCRIPTIVE, STATLISTICAL AND FINANCIAL STATEMENT IRFORMATION"
herein.

The anthority services its education loans internally on a remote servicing
system database provided by UNIPAC Service corporation (“UNIPAC™), Aurora,
Calorada. See the caption "THE AUTHORITY -~ Toan Servicing® herein. Pursuant
to the Bond Resclution, the Authority is reguired to perform all services and
duties custemary to the servicing of education loaps in compliance with all
standards and procedures provided for in the Higher Education act of 1965, as
amended (the “Higher Bducation hect”).

Payment of the principal of and interest on the Series 1994A Bonds will
be secured on a parity with the sSeries 1992a&%B Bonds and any Additional Bonds
by the pledge effected by the Bond Resolution with respect to certain revenues
and assets, as described herein, including Revenues and Recoveries of Principal
(as defined herein) received with respect to Financed Eligible Loans and moneys,
investmenta and other assets in certain funds and accounts established undexr the

Bond Resolution. See the caption "SECURITY AND SOURCES OF FAYMENT FOR THE SERIES
1994a BONDS" herein.

. The Bonds, and the interest thereon, are limited and special revenue
obligations of the Authority, secured by and payable solely from revenues, funds
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and other assets specifically pledged therefor, as more particnlarily described
herein and in the Bond Resolution. The Bonds, and the interest thereon, do not
constituote or create an obligation (general or special), debt, liability or moral
obligation of the state or of any political subdivision thereof within the
meaning of any constitutional or statutory pIOV131onnwhatsoever, and neither the
faith and credit por the taxing power of the State or any political subdivision
thereof is pledged to the payment of the principal of, premizum if any, or
interest on the Bonds. The Bonds, and the interest thereon, are not personal
cbligations of the trustees of the aunthority and are mot a general obligation
of the aAvnthority, which has no taxing power.

The Trustee is acting as Paying Agent, authenticating agent and Registrar
pursuant to the Bond Resolution and the Trust Agreement. See the caption
"Appendix A - SUMMARY OF CERTAIN DEFINITIONS 2AND PROVISIONS OF THE BOND
RESCLUTION" herein for certain provisions regarding the rights, dvuties and
obligatiens of the Trustee,

While the series 1994a Bonds are outstanding as Auction Rate Securities,
they will be subject to, among other things, varying interest Auction Rates,
changes in Auctlon Pericds and mandatory tender for Conversicn to a Fixed Rate
or a Variable Rate as determined by the authority, by Smith Barney Inc. as the
initial »Market Agent” pursuant to the provisions of a certain Market Agent
Agreement dated as of pecember 1, 1994 (the "Market Agent Agreement”) by and
among the Authority, the Trustee and Smith Barney Inc., and by Bankers Trust
Company, New York, New ¥ork, as the initial "auction agent" pursuant to the
provisions of a certain Auetion Agent Agreement dated as of December 1, 1994
{(the "auction Agent Agreement") by and among the anthority, the PTrustee and the
Auction Agent. In order to conduct the Auctions, the auction Agent will, subject
to approval by the Authority, enter into one or more Broker-Dealer Agreements
{the "Broker-Dealer Agreements") in a form included as an exhibit to the Auctien
Agent Agreement with securities Broker-Dealers, including smith Barney Inc., that
desire to participate in the auvctions.

The descriptiona of the series 1994A Bonds and of the documents aunthorizing
and securing the Series 19942 Bonds contained herein do not purport to be
definitive or comprehensiwve. All references herein te such documents are
qualtified in their entirety by reference to the Series 1994a Bonds and such
documents. Copies of the documents may be examined at the office of the Truatee
located at 211 North Robinson Avenus, Suite 1100 North, oklahoma City, ©Oklzhema
73102, Attenticn: Corporate Trust Services; ox, at the offices of the Authority
located at 4545 North Linceln Boulevard, suite 66, oklahoma ¢ity, oklahoma 73105,
Attention: President. During the offering of the Series 1994A Bonds, copies
of such documents may be examined at the principal offices of smith Barney Inc.
located at 1345 Avenue of-the Americas, 46tk Floor, New York, New York 10105,
Attention: Debt origirnation/securitizatien.

DESCRIPTION OF THE SERIES 1994A BONDS

The Series 1994A Bonds are available in Book Entry form only. See
the caption "DESCRIPTICH OF THE SERIES 1994A BORDS -~ Securities
Depository® herein. As long as Cede & Co., as npominee of The
bepecsitory Trust Company (the “DIC®), New York, New ¥York, is the
Registered Owner of the Series 1994A Bonds, references herein to
the Registered owners of the Series 19942 Bonds mean Cede & Co. and
do not mean the Bepeficial Owners (as defined herein) of the Series
1894a ponds.

General

The Series 1994 Supplemental Resolution toc be adopted by the trustees of
the Authority will authorize, among other things: (i) the issuance of the Series
1954a Bonds; (ii) the transfer of fully disbursed Financed Eligible Leans to the
Trust Estate; (iii) the creation and administration of varicus Funds and
Accounts, ineluding the Series 19942 Debt Service Regserve Account in its
regquired amount; and (iv) the executicn. and delivery of the Series 1994A
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supplemental Resolution and the various related documents pertaining to the
issuance of the Series 1994A Bonds.

The Series 1994A Bonds will be issued only as fully registered bonds
without coupons in the principal amount of $100,000 or any integral multiple
thereof. When issued, DTC will act as securities depositery (the "securities
Depository”) for the Series 1994A Bonds. The Series 1994A Bonds will be issued
in fully registered form registered in the name of Cede & Co. (DTC’s partnership
nominee) . o©ne fully registered certificate will be issued for each maturity of
each subseries of the sSeries 1994A Bonds, each in the aggregate principal amount
of such maturity, and will be deposited with pTc. iIndividual purchases will be
made in Book Entry form cnly and purchagers of beneficial ownership interests
(the “Beneficial oOwners") will not receive certificates representing their
interests in the Series 1994a Bonds.

Interest Rates on the Series 1994A Bonds

For the Initial Period beginning on the Date of Issuance and ending: (i}

“on January 25, 1995 with respect to the Series 1954a-1 Bondsy and {il) on May

31, 1995 with respect to the 1994aA-2 Bonds, each subseries of the series 1954a
Bonds will bear interest at the interest rate for such subseries of the Auction
Rate Securities that is set forth on the cover page herecf. Thercafter, unless
changed as described herein, Series 1994A-1 Bonds will bear interest for =ach
Interest Period at an Auction Rate based upon a 35-day Auction Period; and the
Series 1994a-2 Bonds will bear interesat for each Interest Period at an Auction
Rate based upon a one-year aAuction Period, each as determined by the Auction
Agent pursuant to the Auction Procedures described in Appendix F hereto, but in
no event greater than 16% per annum.

Each Auction Periocd will commence on and include the first Business Day
following the expiration of ¢the immediately preceding Auction Period and
terminate on and include the day immediately preceding the next Rate Adjustment
Date. The Rate Determination Date for the Series 1994A-1 Bonds will generally
be the fifth Wednesday following the preceding Rate Adjustment Date, and for the
Series 1994A-2 Bonds will be a date not more than ten (10) Business Days prior
ta June 1 of each year, but subject to adjustment as described in “RAppendix F -

AUCTION PROCEDURES FOR THE AUCTION RATE SECURITIES -- Changes in Auction Terms*
herein.

Interest on the Series 1994a-1 Bonds, until a conversion Date (if any) or
a Period Adjustment Date (if any) will be payable semi-annually on each March
1 and September 1, commencing March 1, 1995. Interest on the Series 1934A-2
Bonds, until a Conversion Date (if any) or a Period Adjustment Date (if any)
will be payable semi-annrally on each June 1 and December 1, commencing June 1,
1995 and at maturity. Interest on each subseries of the Auction Rate Securities
will accrue for each Interest Period, and will be payakle in arrears on each
succeeding Interest Payment Date. Interest Fayment bates may change in the
event of a change in the length of one or more Aucticn Periods. See "Appendix
F -~ AUCTION PROCEDURES FOR THE AUCTION RATE SECURITIES -- changes in Zuction
Terms (Chahges in the Interest Payment Dates)” herein.

The amount of interest accruing to Beneficial ¢wners of the Auction Rate
Securities in respect of each $100,000 in principal amount thereof for any
Interest Period or part thereof will be caleulated by applying the Auction Rate
for such Interest Period, or part thereof, to the principal amount of $1,000,
miltiplying such sum by the actual number of days in the Interest Period (or
part thersof concerned) divided by 360, and rounding the resultant figure to the
nearest cemt. In the event an Interest Payment Date occurs in any Interest
Period on a date other than the first day of such Interest Period, the Trustee,
after confirming the rcalculation reguired above, will calculate the portion of
the amount of interest payable on such Interest Payment Date and the portion
payable on the next succeeding Interest Payment Date. The Auction Agent will
make the calculation described akove no later than the close of business on each
Rate Determination Date and will communicate it to the Trustee not later than
12:00 Noon Eastern Time on the next Business Day. The Trustee will promptly




confirm the calculaticon and notify the Auction Agent of any erxror or discrepancy
it believes exists in the caleculation.

Interest payments on each subserxiea of the Series 19%4A Bonds are to be
made by the Trustee teo the perscnsg who are the Reglstered owners of such
subseries of the Series 19943 Bonds, as of the Business Day immediately
preceding each Interest Payment Date for such Series 1994A Bonds (the "Record
Date”). The Series 1994A Bondg will be registered initially in the name of cede
& Co., as ncminee of pre, which is acting as the securities Depcsitory for the
Bonds. See the caption "DESCRIPTION OF THE SERIES 1394A BONDS -~ Securities
Deposgitory" herein for a description of how the Securities Depository, as the
Registered owner of the Series 1594A Bonds, is expected to disburse such
payments to the Beneficial Owners.

Payments of defaulted interest will be payable to the person in whose name
the Series 1994A Bonds are registered at the close of business on 2 special
record date (the "special Record Date") fixed therefor by the Trustee, which
will not be more than fifteen (15) days nor less than ten (10) days pricr to the
date of the proposed payment of defaulted interest. The Trustee will promptly
notify the Authority of the Special Record Date and mail notice to each
Registered Owmer of a Series 19544 Bend as to which Dpefaulted Interest is
pavable, no less than ten (10) days khefore the sSpecizl Record Date, of the date
of the proposed payment of such defaulted interest.

The Auction Rate for each subseries of the Auction Rate Securities for
each Auction Period will ke determined in accordance with the Auction Procedures
described in "Appendix F - AUCTION PROCEDURES FOR THE AUCTION RATE SECURITIES"
berein provided that:

A. If a notice of an adjuatment in the percentages usged to
determine the Maximum Rate, the All-Hold Rate and the Non-Payment Rate has been
given by the Market agent and such adjustment has not taken effect because of
a failure to satisfy the condition set forth in paragraph B in "2ppendix F -
AUCTION PROCEDURES FOR THE MAUCTION RATE SECURITIES -- Auctlon Procedures
{adjustment in Percentages Used to Determine Maximum, all-Held and Hon-Payment
Ratesg)", then an Auction will not be held on the Rate Determination Date
immediately preceding the next succeeding Rate adjustment Date and the interest
rate on cach subseries of the Auction Rate Sevurities for such next succeeding
Interest Period will be the Maximum Rate calculated on such Rate Determirnation
Date; or

BE. If, on any Rate Determinate Date, an Auction for any gsubseries
of the Aucticn Rate Securities is not held for any reason, the interest rate on
such subseries of the Aucticn Rate securities for the next succeeding Interest
Period will be the Maximum Rate calculated on such Rate Determination bate; and

€. Notwithstanding the foregoing,

1. 1If the ownership of any subseries of the Auction Rate
Securities is no longer maintained in Book Entry form, the interest rate on such
subseries of Auction Rate Securities for any Interest Pericd commencing after
the delivery of certificates representing such auction Rate securities will be
the Maximum Rate calculated on the Business Day immediately preceding the first
day of such Interest Period, aor

2. If a Payment Default has ceccurred, the interest rate on
each subseries of the Auction Rate Securities for the Interest Period commencing
on or immediately after such Payment Default and for each Interest Feriod
thereafter, to and including the Interest Pericd, if any, during which, or
commencing less than two (2) Businezs bays after, such Payment pDefault is cured
in accordance with the Series 193%94a Supplemental Resolution, will be the Non-~
Payment Rate calculated on the firat day of each such Interest Period; or

3. If a proposed conversion or change in Interest Period has
‘failed, a2s described below under the caption "DESCRIPTION OF THE SERIES 1994A
BONDS - Mandatory Tender of Aunction Rate Securities®, the interest rate on such



subseries of the Auction Rate securities subject to the failed conversion will
be the Maximum Rate on the failed Conversion Date or Pericd Adjustment Date, as
applicable, for the Interest Pericd commencing on such date.

The aAuction aAgent will give written notice promptly to the Trustee and
the Authority of the auction Rate (unless the auction Rate is the Non-Payment
Rate} for each subseries of the Auction Rate Securities. The Trustee will
notify the Registered owners of the 2uction Rate securities of the Auction Rate
for each subgseries for the next Auction Period not later than the second
Business Day of such Auction Period.

Mandatory Tender of Auction Rate Securities

The Auction Rate Securities are subject to mandatory tender to the
Authenticating 2Agent (which initially is the Trustee) for purchase prior to
maturity on any Period Adjustment Date or Conversion Date for such subseries (a
"Mandatory Tender Date") at a purchase price equal to 100% of the principal
amount thereof plus accrusd interest, if any, to such Mandatory Tender Date.

In connection with any mandatory tender for purchase of any subseries of
the Auction Rate Securities upon a Mandatory Tender Date, the Trustee will
include in the notice mailed to Registered Owners of the auction Rate Securities
a further notice of mandatory tender for purchase which in substance will state
the following: (i) the Period adjustment Date or the Conversion Date; and (iil)
that no Registered Owners of such Auction Rate Securities will hawve the right
to retain their Auction Rate Securities on and after the Mandatory Tender Date
but that all Registered owners will be required to tender or will be deemed to
have tendered their auction Rate Securities for payment on the Mandatory Tender
Date, subject to the return of such Auction Rate Securities to such Registered

owners in the event of a failed conversion to a Fixed Rate or Variable Rate, as
the case may be.

Registered oOwners of any Auction Rate Securities subject to mandatory
tender will be required to tender their Auction Rate Securities to the
authenticating Agent (whieh initially is the Trustee) for payment on the
Mandatory Tender Date at a price egqual to the principal amount therecf plus
interest acecrued thereon to the Mandatory Tender Date. Any Aunction Rate
securities subject to mandatory tender on such Mandatory Tender Date for which
there has been irrevocably deposited with the Authenticating Agent (which is
initially the Trustee) amounts sufficient to pay the purchase price of such
Anction Rate Securities, and undelivered Aunction Rate Securities will ne longer
be entitled to the benefits of the Bond Resolution, except for the purpose of
payment ¢f the purchase price therefor.

No later than the seventh day before any Mandatory Tender Date, the
Trustee will notify the Market Agent and the Authenticating Agent, by telephone
promptly confirmed in writing, of the principal amount of the subseries of the
Auction Rate Securitiez Outstanding subject to mandatory tender, and such notice
from the Trustee will be treated as a Notice and pDemand for all purposes of the
Series 1994A Supplemental Resoluticn, whether or not the Auction Rate Securities
referred to therein are delivered to the authenticating Agent on such Mandatory
Tender Date; provided that pesymsnt of the purchase price of such auction Rate
Securities will be made on or after such Mandatory Tender Date only upon
delivery and surrender thereof to the authenticating agent.

Redemption Provisions

The Seriss 1994A Bonds are sgubqect to redemption by or on behalf of the
Authority upon notice as described under the caption "Wotice of Redemption”
belew. If less than all series 1994A Bonds that are outstanding are to be
redeemed, the particular bonds to be redeemed will be selected (and redeemed
only in authorized Denominations or any integral multiple thereof) as described
under the capticn "pPartial Redemption" belew.

coptional Redemption. any of the Auction Rate Securities are, ar Series
15242 Bonds converted to a Variable Rate will be, subject to redemption prior
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to maturity at the option of .-the Authority, in wheole or im part, on any Rate
Adjustment Date for such subseries .frem any funds at a redemption price egqual
to the principal amount of the Series 1994A Bonds being redeemed, plus acerued
interest, if -any, to the date of redemption. Any series 19944 Bonds converted
to a Fixed Rate will be subject to recdemption prior to maturity at the option
of the aAutherity, in whole or in part,. on any date on or after the tenth
anniversary of the conversion of such subseries at a redemption price equal to
the principal amount of the Serieg 1994A Bonds being redeemed, plus accrued
interest, if any, to the date of redemptlon. . . .

Mandato;y Redemption. Outstandlng Series 19941 Bonds are subject to
redemption pricr to maturity at the option of the Authorlty, in whole or in
part: (1) cn  any Rate Adjustment Date for any subseries of Auction  Rate
Securities or, after conversion, any sukseries of the Series 19344 Bonds bearing
interest at a Variable Rate; or. (ii) on any Interest Payment Date after
gonversion with respect to the Series 199432 Bonds bearing interest at a Fixed
Rate, at a redemption price egqual to the principal amount thereof plus acczrued
interest, if any, to the date of redemption thereof from certain moneys in the
Series 19944 Redemption account of the sinking Fund available therefor pursuant
to the Series 1994a Supplemental Resolution. Moneys are transferred to the
Series 1994A Redemption Account £reom unspent proceeds of the Series 1994A Bonds,
from Recoveries of Principal and Revenues not reguired for payment of  debt
service or Program Expenses. See "appendix A ~ SUMMARY OF CERTATN DEFINITIONS
AND PROVISIONS OF THE BOND RESOLUTION - Funds and Accounts* herein..

other Purchases and Mandhtaxy Redempt;ans._ If converted to a Variable
Rate, each subseries of the Series 19943 Bonds bearing a Variable Rate also will
be subject to demand for purchase by Registered oOwners thereof and mandatory
redemption by the Authority prior to maturity on the occurrence of certain
events and at a termination date for the corresponding letter of credit. sSea
"Appendix A - SUMMARY OF CERTAIN DEFINITIONS. AND PROVISIONS OF THE EOND
RESOLUTION" herein.

Partial Redemption

If less than all of the Series 19%.{a Bonds are to be redeemed pursuant to
the Series 1994a supplemental Resclution, Series 19842 Bonds of each subseries
to be redeemed will be redeemed from each such subseries on a pro rata basis.
The series 1994A Bonds of the same subseries to be redeemed will ke selected by
lot in such manner as the Trustee determines, - subject to zppropriate rcundlng
by the Trustee to effect redemption in authorized denominations.

Tn case a Series 1994A Bond is of a denomination larger than an authorized
Denomination, a portion of such Series 1994A Bond (in an Authorized
Denomination), or integral multiples thereof, may ke redeemed. Upon surrender
of any Series 1994a Bond for redemption in part conly, the Authority will execute
and the Trustee will authenticate and deliver to the Registered Owner thereof,
the cost of which shall be paid by the Authority, a new Series 1994A Bond or
Series 1994A Bonds of the same subseries and of auvthorized dancm;natlons, in an
aggregate principal amount egqual to the unredeemed portion of the Series 1994a
Bond surrendered,.

Notice of Redemption

The Trustee will give notice of any redemption of the Series 1%394A Bondg
net less than fifteen (15) days pricr to the Redemption pDate, to the Registered
owners of the Series 1994A Bonds to be redeemed by mailing such notice by first
¢lass mail, postage prepaid, to such Registered oOwners at their addresses
appearing in the registration books maintained by the Trustee, but no defect in
or failure to give such mailed notice of redemption shall affect the validity
of proceedings for the redemption of any Series 1394a Bonds.

Any such netice wmll state the full name of the isaue ineluding the dated
date and the maturity date, and, among other things: (i) the Redemption Date;
(ii) the rRedemption Price; (iii) the numbers of the Series 19942 Ronds being
redeemed and the principal amount of each Series 19942 Bond being redeemed; (iv)
the CUSIP number; {v) the aggregate principal amount of the Series 19%4A Bonds
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being redeemed; (vi) that, on the Redemption Date, payment will be made upen
presentation and surrender of the Series 1994A Bondas to be redeemed and that
interest con such Series 1994A Bend (or portion thereof) will cease to acerue on
and after such date; (vii) the place or places where such Series 1954A Bonds are
to be surrendered for payment; and (viii}) the name of the Trustee and an address
and telephone number for contacting the Trustee.

Notice of redemption having been given as deseribed above, such Series
19942 Bonds (or portiong therecf) to be redeemed will, on the Redemption Date,
bacome due and payable upon presentation and surrender thereof at the Redemption
price specified, plus accrued interest thereon, if any, to the Redemption Date.
If on the Redemption Date, moneys for the redemption of all the Series 19394a
Bonds to be redeemed, together with interest 'to the Redemption Date, are held
by the Trustee so as to be available therefor on the Redemption Date, on and
after the Redemption Date interest on the Series 1994A Bonds or porticns therectf
so called for redemption will cease to acerue and beceme payable. If moneys are
not sc available on the Redemption Date, such Series 19343 Bonde will continue
to bear interest until paid at the same rate as they would have borne had they
not been called for redemption.

No assurance can be given by the authority or the Trustee that DTC will
distribute to the Participants, or the Participants will distribute to the
Bepneficial Owners: (1) payments of principal and interest om the Series 19942
Bonds paid to DIC (or its nominee), as the Registered Owner; or (ii) any
redemption or other notices; or (iii) that DTC or the Participants will serve
and act on a timely basis or in the manner described in this ¢fficial statement.

Transfer and Exchange

Rotwithstanding the following, for so long as the Series 1994A Bonds are
available only in the Book Entry -syatem of DIC as the Securities Depoaitory,
transfers and exchanges of the Series 13%4A Bomds by the Beneficial Owners
thereof shall occur as described under the caption "DESCRIFTICHN OF THE SERIES
1994A BONDS ~ Securities Depository™ herein.

Upon surrender for transfer of any Series 15942 Bend at the principal
corporate trust cffice of the Trustee, duly endorsed for transfer or accompanied
by an assignment duly executed by the Registered owner or attorney duly
authorized in writing, the Authority will execute and the Trustee will
authenticate and deliver in the name of the transferee or transferees a new
fully reqistered series 1994a Bond or Series 1994A Bonds for a like aggregate
principal amcunt of the same subseries and maturity.

serieg 1594A Bonds may be exchanged at the primcipal corpcrate trust
office of the Trustee for a like aggregate principal amount of fully registered
Seriea 1994a Bonds of the same subseries and maturity in Authorized
Denominaticns. The Authority will execute and the Trustee will authenticate and
deliver series 19943 Bonds which the Registered owner making the exchange is
entitled to receive. ' . '

Neither the Authority nor the Trustee will be required to register the
tranefer of or to exchange: (i) any Series 1994A Bonds during the fifteen (15)
calendar daye preceding the selection of such Series 1594A Bonds to be redeemed
or thereafter uvntil after the cleose of business on the day of firat mailing of
notice of such redemption thereof; or (ii) any Series 1994A Bonds which have
been selected for redemption. o

as to any series 1994A Bond, the person in whose name the same shall be
registered shall be deemed and regarded as the absolute owner thereof for all
purposes, and payment of either principal of or interest on any fully registered
Series 1994A Bond sghall be made only te or upon the written order of the
Registered owner therecf or their legal representative, but such registration
may be changed as hereinabove provided. All such payments shall be valid and
effectual to satisfy and discharge the liability upon such series 1594A Bonrd to
the extent of the sum orxr suma paid.




The Trustee will reguire the payment by any Registered Cwner requesting
exchange or transfer of any tax, fee or other govermmental charge required to
be paid with reapect to such exchange or transfer.

Lost, Stolen, pegtroyed and uutllaued Series 1994& Bonds

Upon receipt by the Trustee of evidence satlsfactory to the Trustee of the
ownership of and the logs, theft, destruction or mutilation of any Series 19942
Bond and, in the case of a loat, stolen or destroyed Series 1994A Bond, of
indemnity satisfactory tc the Trustee and the Aunthority, and upon surrender and
cancellation of the Series 19942 Bond, if mutilated: (i) the Aunthority shall
execnte, and the Trustee ghall anthenticate and deliver, a new Series 19943 Bond
¢f the same subseries, maturity and denomination in lieu of such lost, steolen,
destroyed or mutilated sSeries 19942 Bond;. or ({il) if such lost, stolen;
destroyed or mutilated seriesa 1994a Bond shall have been matured or have been
called for redemptionm, in lieu of :executing: and delivering a new Series 19%4a
Bond, the Authority may pay such Series 1994A Bond. The applicant for any such
new Series 19%4a Bond may be requzred to pay all expenses and charges of the
Authority and of the Trustee in connectlon with . the- 1ssuance ef such .Series
1894a Bond.

Securities Depoaitory

DTC will act as SEcurltles Deposltory for the sarles 1994A Bonds. - The
series 1994a Bonds will be- issued as. fully reglsterad securities registered in
the name of Cede & Co. (DTC’s partnership nominee}. ¢ne fully registered Series
19943 Bond certificate will ke issued for each maturity of the Series 1994a
Bonds, each in the aggregate principal amount of such maturity, and will be
deposited W1th DTC.

DTC. ia a. ]unted~purpose trust company nmganlzed under the New York
Banking Law, a "banking organizatien® within the meaning of the New.York Banking
Law, a member of the Federal Reserve System, a “"clearinq corporation® within the
meaning of the New York uvniform cCommercial code, and a "clearing agency"
registered pursvant to the provisions of Section 172 of the Securities Exchange
act of 1934. bTC heolds securities that its. participants (“"Participants™)
depogit with DTC. DIC also-.facilitates the settlement among Participants of .
securities transactions, such as transfers and-pledges, in deposited securities
through electronic computerized bock-entry changes in Participantss accounts,
thereby eliminating the need for physical movement of securities certificates.
pirect participants include securities  brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DIC iz owned
by a number of its Direct Participants and by the Wew York sStock Exchange, Inc.,
the american stock Exchange, Inc., and the Netional Association of Securities
Dealers, Ine. -Access to the DTC ayptem is also available to:others such as
securities brokers and dealers, banks, and trust companies that clear through
or maintain a custodizl relationship with a Direct Participant, either directly
or indirectly ("Indirect Participants®™). The Rules applicable tc DTC and its
Farticipants are on file with the Securities and Exchange commissicn.

Purchases of series 1994A Bonds under the DTC system must be made by or
through Direct Participants,: which will recelve a credit for the series 193%4a
Bonda on DTC’s records. The ownership interest of each actual purchaser of each
Series 1994a Bond (the "Beneficial Ownexr®) is in turn to be recorded on the
Direct or Indirect Participants’ records. Beneficial Owners will not receive
written confirmation from DTC of their -purchase, but Beneficial owners are
expected to receive written confirmations providing details of the tramsaction, _
as well as periodic astatements of their holdings, from the Direct or Indirect
Participant through which the Beneficial oOwner entered into the transaction.
Transfers of ownership interests in -the Series 19%4a Beonds are  to be
accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial ¢wners will not receive certificates representing
their ownership interests in Series 1994A Bonds, except in the evént that use
of the BooX Entry system for the Series 1994a Bonds ia diascontinued.




To facilitate subsequent transfers, all Series 1994A Bonds deposited by
Participants with DTC are registered in the name of D7C’s partnership ncminee,
Cede & Co. The deposit of Series 1994A Bonds with DTC and their registration
in the name of Cede & Co. effect no change in beneficial ownership. PTC has no
knowledge of the actual Beneficial owners of the Series 1994a Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts
such Series 19947 Bonds are credited, which may or may not be the Beneficial
Owners. The Participants will remain responaible for keeping acccocunt of their
keldings on behalf of their custcmers.

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

Redemption notices shall be sent te Cede & Co. If less than all of the
Series 1984a Bonds within an issue are being redeemed, DTC-s practice is to
determine by lot the amcunt of the interest of each Direct Participant in such
issue to be redeemesd.

Neither DTC por Cede & Co. will consent or vote with respect to Series
19942 Bonds. Under its usual procedures, DPTC mails an Omnibus Proxy to the
Authority as soon as possible after the record date. The omnibus Proxy assigns
Cede & €o.‘s consenting or voting rightz to those Direct Partieipants to whose
accounts the seriss 1994a Bonds are credited on the record date (identified in
a listing attached to the oOmnibus Proxy).

Principal and interest payments oh the sSeries 1994a Bonds will be made to
DTC. DTC’s practice is to credit Direct Participants’ accounts on payable date
in acecardance with their respective holdings shown on DTC’s records unless DEC
has reason to believe that it will not receive payment on payable dates.
Payments by Participants to Beneficial Owners will be governed by standing
instructions and custcomary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in "street name", and
will be the responsibility of such Participant and not of DTC, the Frustee, or
the Aunthority, subject to any statutory or requlatory requirements as may be in
effect from time to time. Payment of principal and interest to DTC is the
responsibility of the authority or the Trustee, disbursement of such pavments
to Direct Participants shall be the responsibility of DTC, and disbursement of
such payments to the Beneficial owners shall be the responsibility of birect
and Indirect Participants.

DTC may discontinue providing its services as securities depository with
respect to the series 1994a Bonds at any time by giving reasonable notice to the
Avtherity or the Trustee. Tnder such cireumstances, in the event that a
successor securities depository is not obtained, series 1994A Bond certificates
are required to be printed and delivered.

The Authority may decide to discontinue use of the system of Book Entry
trangfers through DTC {or a guccessor zecurities depository). In that event,
Series 1994a Bond certificates will be printed and delivered.

The informaticn in this section concerning DTC and DTC’s Book Entry system
has been obtained from DTC (Sample 0fficial Statement Language Describing Book-
Entry=-only Issuance, P-1319a 11/91) and from other zources which the authority
believes to be reliable, but the aAuthority, Bond counsel, the Underwriter and
its counsel, and the Trustee take no responsibility for the accuracy thereof.

THE AUTEORITY, BOND COUNSEL, THE TRUSTEE AND THE UNDERWRITER (AND ITS
COUNSEL) CANNOT AND DO NOT GIVE ANY ASSURANCES THAT THE DTC PARTICIPANTS WILL
DISTRIEUTE TO THE BEREFTICIAL OWHNERS OF THE SERIES 1594A BOWNDS: (i) PATMENTS OF
PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE SERIES 1994A BONDSj (ii)
CERTIFICATES REPRESENTING AN OWNERSHEIP INTEREST OR OTHER CONFIRMATION OF
BENEFICIAT, OWNERSHIP INTERESTS IN THE SERIES 1994A BONDS; OR (iii) REDEMPTION
OR OTHER NOTICES SENT TO DTC OF I'TS NOMINEE, AS TEE REGISTERED OWNERS OF THE
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SERIES 1994A BONDS, OR TEAT THEY WILL DO SO ON A TIMELY BASIS OR THAT DTC OR ITS
PARTICIPANTS WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL
STATEMENT. THE CURRENT "“RULES" APPLICABLE TO DTC ARE ON FILE WITE THE
SECURITIES AND EXCHANGE COMMISSIOW AND THE CQURRENT "PROCEDURES" OF DTC TO BE
FOLLOWED IN DEALING WITH DTC PARTICIPANTS ARE ON FILE WITE DTC.

NEITHER THEE AUTHCRITY, THE TRUSTEE NCR THE UNDERWRITER WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION %0 SUCH DTC PARTICIPANTS (DIRECT OR INDIRECT) OR
THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO: (i) THE SERIES 19944
BOWDS; (ii)} THE ACCURACY OF BANY RECORDS MAINTAINED BY DTC OR ANY DTC
PARTICIPANT; (iii) THE PAYMENT BY ANY DTC PARTICIPANT OF ANY AMOUNT DUE TO ANY
BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OF OR INTEREST OR PREMIUM,
IF ANY, ON THE SERIES 1994A BONDS; (iv) THE DELIVERY BY ANY DTC PARTICIPANT OF
ANY NOTICE TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR FERMITTED UNDER THE
TERMS OF THE BOND RESOLUTION TC BE GIVEN TO REGISTERED CWNERS; (v) THE SELECTION
OF TEE BENEFICIAL OWNERS 7TOQ RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
REDEMPTION OF THE SERIES 1924A BONDS; OR (V:I.) ANY CONSENT GIVEN QR OTHER ACTION
TAKEN BY DTC AS REGISTERED OWNER. . .

in reading this official Statement, it should be understood that while the
Series 1994a Bonds are in the Book Entry system, references in other ssctions
of thisg official Statement to Registered Owner should be read.to include the
Beneficial owners of the Series 1994a Bonds, but: (i) all rights of cownership
must be exercised through DTC and the Book Entry system; and (ii) notices that
are to be given to Reglstered owners hy the authorlty or the Trustee will be
given only teo DTC.

SECURITY AMD SOURCES OF PAYMERT FOR THE SERIES 1994A BONDS
General '

The Bond Resolution provides that the Bonds, including the Series 1994a
Bondzs, and the principal of and interest thereon and related thereto, are
limited and special revenue obligations of the Authority zecured by and payable
on a parity solely from revenues, funds and other assets specifically pledged
therefor, including among other things, -al}l rights, title, interest and
pr;v;leges of the Authorlty with respect to:

- A. The Financed E]_J.glble Loans and any other student loans f:l.nanc:ed by the
Authority by the expenditure of amounts -pledged to secure the Bonds
under the Bond Reselution (including the education loan promissory
notes evidencing such indebtedness and related loan documentatien);

B. The proceeds.from the sale of the Series 1994a Bonds not applied to the
acquisition of Eligible Loans;.

C. Meoneys, Investment sSecuritiesg or Eligible ILoans (ineluding the
education loan promissory notes evidencing such indebtedness and
related loan documentaticn) in an amount at least equal to §4,585,000
depoaited by the hAuthority inte the Trust Estate created for the series
1994n Bonds as additional cellateral.security for the Bonds; and

D. The Revenues, Recoverlies- of Principal, moneys, evidences of
indebtednesas and securities in and payable inte the Funds and Accounts
created by the Bond Reseolution and held in trust pursuant te the Bond
Resolution and the Trust Agreement (exeluding the Rebate Fuand),
including any contract or evidence of indebtedness or the rights of the-
Autherity to receive any of the same, whether now existing or hereafter
coming inte existence, and whether now or hereafter acquired.

Sec “Appendix A - SUMMARY OF CERTAIN DEFINITIONS AND PROVISIONS OF THE BOND
RESOLUTION" herein. To the extent that the amounts on depcosit in all Fuands and
Acccunts in the Trust Estates created for the Bonds exceed 1088 of the principal
of, and acorued interest on, Bonds oOutstanding, then such excess may be
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transferred to the Authority free and clear of the lien of the Bond Resolution
and the Trust Agreements.

The Rondg, and the interest therecn, do not constitute or create an
obligation {genmeral or special), debt, liability or moral obligation of the
State or of any political subdivision therecof within the meaning of any
constitutional or statutory provision whatsoever:; and neither the faith and
credit nor the taxing power of the State or any political subdivision therecf
is pledged to the payment of the principal of, premium if any, or interest on
the Bonds. The Bonds, and the interest thereon, are not personal cbligations
of the trusteee of the Aunthority and are not a general cbligation of the
Authority, which has no taxing power.

sufficiency of cash Flows

Series 1994A EBonds. Based upon its review of cash flow preoijections
prepared by Smith Barney Inc. (the "Underwriter") using various stressful cash
flow assumptlons and scenarios, the Anthority expects that the Revenues and
Recoveries of Principal on the Bligible Loans in the Trust Estates for the
Bonds, plug amounts on deposit in the Series 19944 Debt Service Reserve account
and other Accounts created by the Series 19%4A Supplemental Resclution, will be
sufficient to meet prineipal and interest payments on the Bonds and all Program
Expenses and rebate or other required payments, if any.

See "Appendix E - CASH FLOW ASSUMPTIONS® herein for a degeription of
certain assumptions used by the Authority and the Underwriter in estimating such
amounts securing the Series 1994 Bonds, the Series 1992R&8 Bonds and Frogram
Expensges, and a description of certain factors that could affect the sufficiency
of such amounts to meet such payments. For a description of the terms and
conditions of the varicus payments relating o the Eligibkle Loans, see alse, the
captions *THE RAUTHORITY" and “GUARANTEE AGENCIES* herein, and "Appendix B -
DESCRIPTION OF THE FEDERAT. FAMILY EDUCATION LOAN PROGRAM", and “appendix ¢ -
STATE GUARANTEE AGENCY DESCRIPTIVE, STATISTICAL: AND FINANCIAL STATEMENT
INFORMATION™ herein.

Series 1992AgR Bonds. The Series 1994A Ponds are issued on a parity with
the Series 1992a&B Bonds which are ontstanding in the aggregate principal amcunt
of 539,670,000. As a result of the parity issuance, in the event of an
insufficiency in either trust estate, monies may be transferred from the cther
trust estate to prevent a default in the payment of the Series 19%2A&B Bonds or
the seriea 19945a Bonds.

The Financed Eligible Twoans in the trust estate for the Beries 1992A&E
Bonds are the basic asseta forr cash flow on the Series 1992a&B Bonds. At
September 30, 1954, the Eligible Loans in the trust estate for the Series
19922548 Bonds had a current principal balance of $35,212,554. The following is
a brief overview of the characteristics of the Eligikble Leoans peortfolio for the
Series 199ZA4B Bonds at september 30, 1994.

Fducation I.oan Type Per Cent
gtafford (subsidized) 99.5%
Unsubsidized stafford 0.2
PLUS 0.2
SLa 0.1%

Total 100.0%
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Loan Status Per Cent

In-gschool 12.5%
Grace 8.0
Deferred 8.8
Repayment - Current 58.6
Repayment - Delinquent 2.6
Claims 2.5%
Total 100.0%
School Tvpe FPer Cent
University ~ 4 Year 8l.1%
College - 2 Year 4.9
Proprietary 14.0%
rotal _ 100.0%

A5 of september 30, 1994, the average borrower indebtedness of the Series
1992a&B Bonds pertfelic was approximately $4,200. 2Alsc as of that date, the
ratio of the aggregate market valuation (Eligible Loans at current prineipal
balance plus acerned interest and short-~term Investment Securities at cost) of
the agsets of the trust estate, divided by the outstanding aggregate principal
amount of the Seriesa 19%22&B Bonds plus accerued interest znd other outstanding
and accrued liabilities was an asset coverage ratic of 103=%.

Based on a cash £low certificate by the Aautherity and cash flow
projections prepared by the Underwriter, the recycling period for reinvesting
cash flows into Eligible Loans was permitted by Moody’s Investors service, Inc.
("Moody's") to be extended to March 1, 1996. As of sSeptember 30, 1994, there
was approximately $2,213,000 available for recycling into additional Eligible
Loans. The Authority has recycled these monies into additional Eligible Loans.

Based upon its review of cash flow projections prepared by the Underwritexr
using various stressful cash flow assumptions and sceparios, the Authority
expects that the Revenues and Recoverieg of Principal on the Eligible Toans in
the Trust Estates for the Bonds, plus amcunts on deposit in the Sexies 19924&B
Debt Service Reserve Account and other Accounts and sublccounts created by the
Series 1992a&B Supplemental Resolution will be sufficient to meet principal and
interest payments con the Bonds and all Program Expenses and rebate or other
remmired paymenta, if any. See the caption "RATING' herein, and see "Appendix
E - CASH FLOW ASSUMPTIONS" herein for z description of certain assumptions used
by the Authority and the Underwriter in estimating such amounts eecuring the
Series 1992a&R Bondz, the Series 18%4a Bonds and Program Expenses.

Digclaimer. MNo assurances can be given that actual receipts of Revenues
and Recoveries of Principal, actual expenditures related to the Trust Estates
or Financing of Eligible Ioans will occur as projected., Consequently, actual
results should be expected to vary from projected results and such variation may
be material, See the caption "INVESTMENT CONSIDERATIONS* herein.

Debt Service Reserve Accounts

Zeries 19942 Debt Service Reserve Account. The Series 1%94A Bonds also
are secured by amounts on deposit in the Series 19944 Debt Service Reserve
Account established pursuant te the series 1994A supplemental Resclution. The
Series 19%4A Debt Service Reserve Account of the sSinking Fund will be
established from proceeds of the Series 19943 Bondg and maintained in an amount
equal to six percent (6%) of the Series 1994A Bonds oOutstanding.

upon isauance of the series 1994a Benda, the Authority ezpects to enter
into a flexible repurchase agreement with respect to amounts in the Series 1994a
Debt Service Reserve Ac¢count. The repurchase agreement will be for a term equal
te the final maturity of the Seriea 19342 Bonds and will ba required to be
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collateralized by U.S. Treasury securities or certain government agency
securities with a market walue at least egqual to the requirements of Moody‘s
overcellateralization cuidelines and Tables in relaticon +to the aggregate
principal amount of Series 19%4a Bonds outstanding.

Amounts on deposit in the Series 1994A Debt Service Reserve Account will
be used to pay the principal of and interest on the Series 19943 Bondse to the
extent amounts on deposit in the Series 1994a Principal Account and series 15943
Interest Account of the sinking Fund are insufficient te make such payments.
In addition, under certain circumstances of deficiency, amounts on deposit in
the Series 19942 Debt serwvice Reserve Account may be used to pay principal of
and interest on the Series 1992A&B Bonds and any Additional Bonds.

Series 1992a:8 Debt Service Reserve Acccunt. A "Series 1992A&B Debt
Service Reserve Account” was established for the Series 19922&B Bonds pursuant
to the series 1992A&B supplemental Resolution in az amcunt equal to six percent
{6%) of the Series 1992a&B Bonds oOutstanding. This account is invested in a
collateralized repurchase agreement with Postipaanki Itd.

amounts on deposit in the Series 1992A&B Debt Service Reserve Account will
be used to pay the principal of and interest on the Series 1992A&B Bonds to the
extent amounts on deposit in the Series 1992A&B Principal Accounts and Series
1992788 Interest Accounts of the sinking Fund are insufficient to make such
payments. In addition, under certain circumstances of deficiency, amounts on
deposit in the Series 1992A&B Debt Service Reserve Account may be used to pay
prineipal of and interest on the sSeries 1994a Bonds and any Additional Bonds.

additional Bonds

Additienal Bonds may be issued under the Bond Resclution, on a parity with
the Bonds, including the Series 1994A Bonds, 1f the respective ratings on the
Bonds, including the series 1994a Bonds, ocutstanding will not be withdrawn or
reduced as a result of such issuance.

In addition, the Bond Resolution requires a Debt sService Resexrve
Requirement egqual to six percent (6%) of the prinecipal amcunt of all Bonds then
outstanding, and provides that no Additional Bonds may be issued thereunder

which have a superior liem or, unless subsequently authorized by law, a
subordinate lien on the Trust Estate.

ESTIMATED SOURCES AND USES OF FUNDS

The authority expects te apply the preceeds from the sale of the series
19942 Bonds and cther moneys as follows:

gources
Bond Proceeds £32,200,000
Idvance by the Authority 646,495
Total $32,846,485
ses
Deposit to Series 1994A Student Loan Account $29,418,535
Deposit to Series 19944 Interest Account 1,250,000
Deposit to Series 1994A Debt Service
Reserve Aogount 1,932,000
Costs of Issuance 89,620
Underwriting Fees and Expenses 156,040
Total $32,84€,495

In addition, upon delivery cf the Series 19944 Bonds, the Authority will
deposit Eligible Loans, Investment Securities or mcneys inte the Trust Estate
created for the Series 19%4A Bonds with a current 2alance amount at least egual
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to $4,585,000 as'overcollatarﬁlizatioﬁ and additional security fer the payment
of principal of, and interest on, the Bonds.

IRVESTHMENT CONSIDERATIONS

Prospective purchasers and Beneficial owners of the Series 13554A Bonds
should consider the following factors which, among other things, could affect
the ability of the assets pledged to the Trust Estates for the Bonds to provide
payment of debt serviece on the Bonds. In addition, ether factors could affeet
the ability of the authority to administer the Trust Estates for the Bonds and
service the Eligible Loans in the Trust Estates, and which could affect the
marketalbility or market price of the Series 1994A Bonds to an extent that can
not be predicted. This section of the Official Statement does not include all
such factors, bnt is merely an attempt to sumarize some of these
conslderations. ' :

Factors Affecting Cash Plow sufficiency

The cach flow projections (ses the caption "SECURITY AND SOURCES OF
BAYMENT FOR THE SERTES 1994A BONDS - Sufficiency of Cash Flows" herein) utilize
agsumptions, which the anthority believes are reasconable, regarding the current
and future composition of and yield on the Authority’s student loan portfolio
to be held in the Trust Egstate for the Series 1994A Bonds, the rate of return
on moneys to be invested in wvarious Funds and Accounts under the Series 19944
supplemental Resolution, and the occurrence of future events and conditicns.
such agsumptions are derived from the Authority’s experiesnce in the
administration of its FFEL Program. However, there can be no assurance that
Revenues and Recoveries of Principal from the Eligible Loans in the Trust Estate
for the Series 1994a Bonds will be received as anticipated, that the
reinvestment rates assumed on the amounts in varicus Funds and Accounts will be
realized, or that Interest Benefits and special Allowance payments from the USDE
will be received in the amcunts and at the times anticipated. Furthermore,
future events over which the Authority has no control may adversely affect the
anthority.

Receipt of Revenues and Recoveries of Principal on the Eligible Loans in
the Trust Estate for the Series 1994A Bonds may be acrelerated dues to variocus
factors, incloding withont limitation: (i} defanlt claims or claims due to the
dissbility, death or bankruptcy of the borrowers; (ii) actual principal
amortization perioeds whick are shorter than those assumed based upon the current
analysia of the autherityrs student loan portfolio; (iii) the commencement of
principal repayment by horrowersz on earlier dates than are assumed bhased upon
the current analysis of the Authorityrs student loan portfolio; and (1iv)
economic conditions that induce borrowers to refinance or repay their loans
prior to maturity, including possible consolidation by the USDE’s William D.
Ford Federal Direct Loan Program competing with the antherityss FFEL Program.
Acceleration of receipt of Revenues and Recoveries of pPrincipal on Eligible
Loans in the Trust Estate for the Series 19942 Bonds may adversely affect
payment of principal of and interest on the Series 19942 Bonds when due,
including if esuch timing resulte in failure to recover from payments on the
Eligible Loans in the Trust Estate for the series 1954n Bonds an amount equal
to that portiem of the proceeds of the Series 1%94A Bonds used to pay any
premivm and transfer fee vpon the acquisition of Eligible Loans or results in
an early redemption of the Series 1994A Bonds. However, in such case,
Regdigtered Cwners of the Series 1994a Bondg would be entitled te share the
benefits of the assets in the Trust Estate for the Series 1992A&B Bonds which
are pledged on a parity with the Series 1994a Bonds.

Receipt of Revenues and Recoveries of Principal on the Eligible ILoams in
the Trust Estate for the series 1994A Bonda may be delayed due to wvarious
factors including without limitation: (i} borrowers entering deferment periocds
due to a return to zchool or other eligible conditions; (ii) forbearance being
granted to borrowers; (iii) loans becoming delinguent for pericds longer than
assumed; (iv) actual loan principal amortization periods which are longer than
those asgsumed baged upon the current analysis of the Anthority‘es student loan

15




portfolio; and (v) the commencement of principal repayment by borrowers at dates
later than those assumed based upon the current analysis of the Authorityrs
student loan portfelic. Such delay in the receipt of Revenues and Recoverieas
of Principal on Eligible Loans in the Trust Estate for the Series 1994A Bonds
mey adversely affect payment of principal of and interest on the series 19944
Bonds when due. However, in such case, Registered Owners of the Series 13%4n
Bonds would be entitled to the benefits of the assets in the Trust Estate for

the Series 1982A&E Bonds which are pledged on a parity with the Series 15547
Bonds- :

If actual receipt of Revemnes and Recoveries of Principal under the Series
1994a Supplemental Resolution or actual eXpenditures vary materially adversely
from those projected, the Trogstee would ke regquired to utilize monies in the
Trust Estate for the series 193%2A&B Bonds. If all of these pledged sources were
insufficient, then the Authority may be unable ta pay the principal of and
interest on the series 19%4a Bonds when due. In such event, the Series 1994a
Supplemental Resclution authorizes, amd under certain circumstances requires,
the Trustee to declare an Event of Default, accelerate the payment of the Series
1954A Bonds, and sell the Eligible Loans in the Trust Estate and all other
assets comprising the Trust Estate. See *2ppendix A -~ SUMMARY COF CERTAIN
DEFINITIONS AND PROVISICONE OF THE BOND RESOLUTION" herein. In such event, it
is possible, however, that the Trustee would not be able to sell the Eligible
Loans in the Trust Egtate and the other assets compriging the Trust Estate for
a gufficient amount to pay all of the remaining principal of and accrued
interest on all Bonds, including the Series 1994A Bonds.

Nencempliance with the Eigher Education acst

Nencompliance with the Higher Education Act by the Authority, a Guarantor,
or by a prior lender or servicer may adversely affect payment of principal of
and interest on-the Bonds, including the Series 19942 Bonds, when due. The
Higher Edunecation 2Act requires lenders, in¢luding the autheority, making and
servicing Eligible Loans, a Guarantcor guaranteeing student lcans and servieing
agents servicing student loans to follow certain due diligence procedures in an
effort to ensure that Eligible Loans are properly made and disbursed to, and
timely repaid by, the borrowers. such due diligence precedures ineclude certain
leoan application procedures, certain loan origination procedures and, when a
student loan is in default, certain loan collection procedures. such loan
application and loan origination procedures are usually perfcecrmed by the
authority, but in certain instances may have been performed by a pricr lender
or servicer. such loan cecllection procedures are usually perfocrmed by the
anthority, but in certain instances may have been performed by a prior lender
or servicer. Failure to follow such due diligence procedures may result in the
Secretary’s refusal to make reinsurance payments to the Guarantor on such loans,
or in the oGuarantor’s refusal to honer its guarantee on such loans to the
authority, or in the Authority being required to repay to the Secretary cr a
Guarantor various federal benefitsa received by the authority with respect to an
Eligible Loan which dis not entitled to receiwve such amounts. Loss of
reinsurance payments by the Secretary could adversely affect the ability of the
Guaranter to honor guarantee claims made by the aAuthority, and losgs of guarantee
payments to the anthority by a Guarantor or other federal benefits could
adversely affect payment of principal of and interest on the Bonds, including
the series 19943 Bonds. In certain of such occurrences, the Authority may have
the right of reimbursement from a prior servicer that failed to propexrly service
such lecans, or the right to cause a prior lender to repurchase a lcan which is
subject to a loss of guarantee payments.

Firpancial Status of Guarantors

- The Authority‘s ability to pay, when due, the principal of and interest
on the Bonds, including the Series 1994A Bonds, from monies te be received into .
the Trust Estates depends in part on the Authority’'s timely receipt from the
guarantors of ¢uarantee payments required to be made pursuant to agreements
between the Authority and the respective Guaraptors. although the Guarantora
are obligated to make 100% guarantee claim payments as to guaranteed lcans
digbursed prior te October 1, 1993, and, with certain exceptions, 98% guarantee
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claim payments as to guaranteed loans first disbursed on or after october 1,

1993, to the Anthority and to other lenders, the Guarantors rely on reinsurance
by the Secretary (which reinsurance amount varies between 78% and 100% of the
ameunt of the claim paid, depending on when-the loan was made and on the default
“trigger" rate applicable to all loans a Guarantor has guaranteed and not just
the loans held by the Authority). The. ability of the Guarantors to make
guarantee c¢laim payments with respect to defaulted Eligible TLoans in the Trugt
Estates for the Bonds in full and in a timely manner iz dependent, in part, upon
factors which are unrelated to the Authority‘s Eligible Loan portfolio and may
be mealred if gearantee Clalm payments exceed expectatlons.

The Higher Educatlon _amendments of 1992 to the Higher Education act
contained certain amendments that were intended to enhance the financial status
of Guarantors. However, the Student Loan Reform Act of 1993 contained certain
amendments affecting Guarantors, such as reducing the maximum guarantee fee
allowed to be charged by Guarantors, reducing the reinsurance ratesz frem the
Secretary for Eligible Loans first disbursed on or after October 1, 1933 and
reducing the defaulted loan collection retention rate, among cther things. The
Secretary was also given authority to recover and restrict the use of Guarantcr
reserve fundas under certaln c1rcumstances.-.

Az of September 30, 1994, approxlmately 98 6% of the Authorzty'a FFEL
Program loans were guaranteed by the Regents, acting as the State Guarantee
hgency. Consequently, the Authorlty relies significantly on the financial
statna of the State Guarantee Agency-and its obligations to make guarantee claim
payments on defaulted Bligible Loans in the Trust Estates for the Bonds. During
a portion of each of the past five federal fiscal years ended September 30, the
State Guarantee Agency has received reimbursement payments from the Sec:eta:y
on some of its reinsurance requests at the rate of 90% of the claim amount
instead of 100% because of the : "trigger* rate calculation for such federal
fiscal years. See the caption "GUARANTEE AGENCIES™ and "Appendix € - THE.STATE
ﬁUARANTEE AGENCY DESCRIPTIVE, STAEISTICAL AND FINANCIAL STATEMENT INFORMATION"

erein.

changea in Federal Law

Since its orlglnal enactment, the ngher Educatlon Act has been amendad
and reauthorized several timea, including the Higher Education Amendments of
19286, 1990, 1992 and 1993, fThere can be no assurance that the Higher Education
Act, or other relevant law, will not be changed in a manner that could adversely
1mpact the Authority’s FFEL Program

‘. The Student Loan Reform Act of 1993 enacted a variety of changes in the
FFEL Program, and enacted a Federal Direct Student Loan Program (now renamed the
William D. Ford Federal Direct Loan Program) with direct lending by the USDE to
students at eligible institutions participating ;n that program. Zmeng other
things, changes made to the FFEL Program included imposing on lenders or holders
certain user/lender loan origination fees, a reduction of the insurance or
guiarantee level on defaulted Eligible hoans to 58% of the claim amount for loans
first disbursed on or after october 1, 1993 and a pending reduction (£for loans
first disbursed on or after July 1, 1995) on interest benefits on Eligible Loans
while the' secretary is paying 1nterest beneflta on such leans, e.g. loans in
school, grace or deferment status.

The trans;tion frem.the FFEL Prcgram to the william D. Ford Federal Direct
Toan Program will - involve increasing reductions in the volume of 1oans made
under the FFEL Program generally. As these reductions occur, servicing cost
inereases and revenue reductions for lenders and holders, such as the Authority,
and for Guarantors may occnr. Additionally, if the volume of loans made under
the Authorityrs FFEL Program is reduced, the authority may be required to redeem
the Bonds, including the Series 19%4A Bonds, sooner than expected which could
adversely affect the cash flew in the 'frust Estates. The student Toan Reform
act of 1993 may therefore have a material adverse impact on Guarantee Agencies
and student loan lenders and holders such as the. Authority. . See "Appendlx B -
DESCRIFTTOR OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM" here:.n._

-

17




Secondary Market Liguidity

A Registered or Beneficial Ownerr s ability to sell their interests in
Series 19542 Bonds, and the price realized therefrom, will be dependent on the
secondary market for such securities.

Po facilitate secondary market trading for the aAuction Rate sSecurities,
the authority has contracted with the Market Agent and the Auction Agent, and
agreed to pay the fees of each, to conduct Auctions. In addition, the
Underwriter has agreed to act as a Broker-Dealer with respect to Auctions. The
Authority will use its beat efforts to cbtain participation by other Broker-
Dealers in these Auctions. The Authority has agreed to pay a Broker=bealer Fee
(as defined in the Auction Agent RAgreement) to compensate these Broker-Dealers
for their handling of Bids and Orders {(each as defined herein) on behalf of
existing holders or potential holders of the Auction Rate Securities. However,
under the Broker-Dealer Agreements, the Broker-Dealers will not be obligated to
maintain a secondary market for the Auction Rate Securities, or act as a dealer
for their own account in buying and selling such securities.

There can be no assurance that sufficient clearing bids will be received
to make each auction successful to enable a holder te sell their intereats in
the Auction Rate Securities. Participation by existing holders and potential
holders in the Auctions, the supply and demand for the Auction Rate Securities
and the resulta of the Auctiona, will be dependent on numerous facters,
ineluding without limitation: {i) general econcmic and securities market
conditions; (ii} general levels of interest rates, including interest rates
{before and after tax considerations) on comparable securities available on the
market; (iii) the credit rating assigned te the Series 1994A Bonds which is a
current assessment of the credit worthiness cof the igsuer with respect to a
ppecific cobligation and may be changed, suspended or withdrawn by the agency
furnishing same (see the caption "RATING* herein); and {iv) the other investment
considerations described in thig section of the Official Statement.

Enforceability of Remedies

The remedies available to the Trustee, the Authority or Registered Cwners
of the Bonds, including the Series 1994A Bonds, upon an Event of Default under
the Bond Rescoluticn are in many respects dependent upon judicial actions which
are often subject to discretion and delay. Under existing constitutional and
statutory law and judicial decisions, including specifically Title 11 of the
United States Oode (the federal bankruptcy code), the remedies provided in the
Bond Resolution or the Trust Agreement may not be readily available or may be
limited. The variocus legal opinicons delivered concurrently with the delivery
of the Series 1994A Bonde and the Series 1994A Supplemental Resclution are
qualified as to the enforceability of the various 1legal instruments by
limitations imposed by bankruptey, reorganigation, insolvency or other similar
laws affecting the rights of creditors generally.

THE AUTHORITY

Organization

The authority was created by an express Trust Indenture dated August 2,
1972 in accordance with the provisions of the act. The student Loan Act
authorized the Governor of the s$tate toc accept the beneficial interest in the
trust, which was so accepted on August 2, 1972, making the State the beneficiary
of the trust. The Aunthority is governed by five trustees who are appointed by
the Governor of the state, subject to the advice and consent of the stats
senate, for overlapping five (5) year terms.

The primary purpose of the Authority is to provide education loan funds.
In doing so the Authority acts as a direct lender to student borrowers or their

parents and, in certain instances, purchases guaranteesd education loans from
other eligible lenders.
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The offices of the Authority are located st 4545 North Lincoln Boulevard,
Suite 66, Oklahcma City, oklaheoma 73105. Its adminigtratite telephone number
is (405) 556-3210 and its facsimile transmission number is (405) 356-2233.
administration

The present trustees of the Authorlty and theixr principal occupatlons are
as fellews: .

¥

’ ' ’ . Perm - Principal
Name office Expiration Ocoupaticn
Patrick Roocney 'chai:ménﬁ‘.'.04/06/95 " Chairman, Charter

Naticonal Bank;
Oklahoma City, OK

Joe E. White, Jr. viee . C4/06/96 Atterney, Hughes,
Chairman . o ’ wWhite, Adams & Grant:
oklahoma city, OK
Dr. Bill H. Rill Trustes 04/06/97 . President, Eastern

3 : S oklahoma state
i ' cecllege; wilburton, oK

Christie Woodscn Secretary 04/06/98 chair, Lawton Christian
i o D School; Lawton, OR
Ted vanLandingham Assistant . 04/06/29 . General Manager & Co—
Secretary . . owner, Devery Implement

company; alwva, OK

The day-to-day management of the Authcrlty i3 vested in a president and
executive staff appointed by the trustees of the Authority. The present
executive officers of the authority are listed below:

Dr. Gene Zatterfield, Frresident. Dr. Satterfiesld became President and
chief Excceutive Officer of the Authority on January 22, 1991, From 1873 until
assuming his current posgition, he was the uUniversity Business Manager of
oklahoma State University, Stillwater, oOklahema. Prior to that he was the
Assistant Controller for cklahemza State University. He has also served as the
Controller and Secretary-Treasurer for the Oklahoma State University Education
and Research Foundaticn. Dr. satterfield is a member of the oklahema and the
Central RAssociations of College and University Business Officers as well as
various civic organizations. . Dr. Satterfield received a Bachelor of Science
degree in Business in 1961, a Master of Arts degree in 1984 and a Doctor of
Bducation degree in 1988 fromlgklahoma State University.

Patricia vanAntwerp, Esg., Vice President - Lending. Ms. Vanantwerp has
been employved by the Aunthority in her current position since July 1, 1987. From
1984 to 1887, Hs. vVanantwerp was employed by the Oklakoma $tate Regents for
Higher Education as Director of the oklahoma Student Loan Program. From 1979
to 1984, Ms. VanaAnltwerp was Assistant General Counsel for the o¢klahoma
Corporation Commission. Ms. VanAntwerp received a Bachelor of sScience degree
in Business fzom oOklahcma State Uniwversity in 1960. In 1977, she received a
Juris Doctor degree from oklahoma City University sSchool of Law., She is a
member of the oOklahoma Bar Association, the American Bar Asggociation, the
Oklahoma county Bar Association, Women Lawyers of oklahoma, National Association
of Women Lawyers and the Oklahoma and National Business apd Professional Women'’s
organizations. )

Roderick w. purrell, ESq., Vice President - Finance. Mr. Durrell has been
employed by the Authorlty since July.1l, 1990 with primarv responsibilities in
financial analysis and planning. Prior to jeipming the Authority, Mr. Durrell
was in private practice specializing in public finance law in oklahoma City and
an officer of municipal securities broker-dealer firms in ¢klahoma City. Mr.
Durrell is a member of the oklahoma Bar Association and the National Association
of Bond Lawyers. Mr. Dufrell received his Bachelor of science degree from the
University of Vermont in 1967, his Master of Business Administration degree from
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the University of Hartford in 1972 and his Juris Doctor degree from the
Tniversity of oOklahoma in 1975.

graden Perry, Vice President - Loan Mapagemept. Mr. Perry Jjoined the
Authority staff on July 8, 1991 and assumed the position of Vice President on
January 1, 1992. Mr. Perry was employed by Continental Federal Savings & Loan
Association, Oklahoma city, Oklahoma, from 1976 te June 1991. He was Retail
Banking Division Manager, Senior Vice President from 1984 to 1991; chief Loan
officer, Senior Vice President from 1983 to 1984; Personal Lending Division
Manager, Senior vice president 1980 to 1983; and Branch Manager, Vice President
from 1976 to 1980. While at continental Federal, Mr. Perry’s responsgibilities
included developing and managing its gnaranteed student loan activities. From
1959 to 1976 Mr., Perry was employed by Transamerica Financial Corporation in

cklaboma City. Mr. Perry attended the University of Tulsa and the University
of central oklahoma.

William A. Rogers, C.P.A., Vice President-Operations and Contraller. Mr.
Rogers has been employed by the aAuthority as Controller since October 1, 1991.
His primary duties as Controller are the production of accrual basis financial
statements, related management repeorts and the management of systems related
thereto. From 1587 to 1991, Mr. Reogers was the Controller for W. R. Hess
company of Chickasha, Oklahcma, a gasoline Jjobber and retailer of computer
hardware and software. From 1981 to 1987, Mr. Ragers worked in public
acecounting in oklahoma city where his duties included auditing, management
advisory services and tax compliance work for a variety of governmental, non-
profit and commercial entities. From 1978 to 1981, Mr. Rogers worked for the
State of Arkansas, Division of Legislative audits, performing financial and
compliance audits of municipal and county governments in Arkansas. Mr. Rogers
received a Bachelor of science degree in 1978 from Arkansas State University and
received his CPA certificate in July, 1983. ©EHe iz a member of the Oklahoma
Society of certified Public Accountants and the american Institute of Certified
Public Accountants.

The aunthority has approximately 35 full time equivalent employees.

Purposges and Powers

The basic purpose of the Authority is to prowide funds for insured loans
to qualified persons attending participating post-secondary educational
institutions apd to carry out the cbjectives of the Stndent Leoan Act. In order
to carry out the purposes of the student Loan aAct, the Authority is antheorized
to incur indebtedness by the issuance of revenue bonds, notes or other evidences
of indebtedness and to secure such cobligations by lien, pledge or otherwise.
Neither the Bonds nor any obligations issued by the Authority constitute an
obligation or indebtedness of the state, or any other political subdivision
thereocf, or perscnzl cbligations of the trustees of the Authority. obligations
issued by the Authority are chligations of the authority payakle from the
revenues pledged theretc.

The Trust Indenture which created the authority, and the Act, empower the
trustees of the Authority, awong other things, to borrow money, and to execute
therefor notes, bonds or other evidences of indebtedness, and to secure the same
by lien, pledge or otherwise, In addition, the trustees of the Authority are
authorized to make and perform contracts ¢f every kind, to do all acts in their
judgement necessary or desirable for the proper and advantageous management,
investment and distribantion of the trust estate and income therefrom; to select
depositories for the funds and securities of the aAuthority; and to bring any
suit or action, which in their judgement is necessary or proper to protect the
interests of the trust estate, or to enforce any c¢laim, demand or contract for
the authority. Under the Public Trust act and the Trust Indenture creating the
Anthority, the trust can not be terminated by voluntary action if there is any
indebtedness or fixed term cobligations ountstanding, unless all owners of such
indebtedness or obligations consent in writing to the termination. The
Authority shall, at such time as its purposes have heen fully executed and all
bonds issued by the Authority are discharged, distribute the residue and
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remainder of any funds or accounts of the trunst estate to the State as the
beneficiary under the Trust Indenture.

Lending Programs

The authority is an originating student loan lender and, pursuant to a
certain Lender of Last Resort 2agreement dated as of February 18, 1
iz also a lender of last resort.

the Authority and the Regents,

994 between

The lending

programs offered by the aAuthority make loans for students enralled in the

following types of post-secondary eduncaticnal ipstitutions: -

(i)

four year

universities and colleges; tiiy two year junior, community and technical
colleges; (iii) proprietary vocational and trade scheols; and (iv) public
vocational-technical achools. - Cklahoma residents attending educationzl

institutions out of state are also eligible to borrow from the authority.

The £ollowing table illustrates the dellar amcunt and type of lLean
principal disbursed by the Authority for the past five fiscal years ended June

30:

Fiscal Stafford Unsubsidized PL.US BLS HEAL

Year iLoansz Stafford Leans Loans Loans Total
1994 $16,882,438 $1,836,659 52,431,343 4$3,881,683 3 0 $25,032,126
1993 $13,763,054 & 236,958 £3,707,397 94,447,124 $2,015,072 $24,169,625
1992 515,627,661 N/a $3,907,382 55,638,148 52,917,599 $28,020,790
1951 520,838,491 H/A £4,326,004 56,933,822 $3,177,974 835,275,991
1980 $14,713,685% N/A $4,753,406 $6,944,067 52,071,312 $28,482,474

The lending programs presently offered by the Authority are described helow:

A. Pederal Stafford Lean ("Stafford") Program. This is the basic
student lsoan made under Parts B and ¥ of 7Title 1v of the Eigher Education act for
eligible students pursuant to a "needs test". The amount borrowed may not exceed
the student’s cost of education minus other aid received. Under this program, an
undergraduate studsnt can borrew from 52,625 to $5,500 per year depending on the
vear of achocling, subject to reduction in the case of academic programs that are
less than one year long. The stafford borrower is subject to total borrowings of
§23,000. 1In addition, a graduate student can borrow a maximum awmount of §8,500 per
year subject to total borrowings of $65,500.

B. Unsubgidized Stafford Loans (*Unsubsidized stafford”) For Middle
Income Borrowers Frogram. The authority began offering Unsubsidized stafford Loans
under Section 428E of the Higher Education Act beginning January 'l, 1993. This
variation of the stafford loan does not require the student to satisfy the "needs
test™ imposed on students seeking subsidized stafford loans because the federal
government does not pay the interest on the loan while-the student berrower is in
school or in the grace period. However, borrcwers can defer payment on an
Unsubsidized stafford loan frem the autherity until the student borrower graduates
{(or ceases his or her studies), and for the grace period afterwards by
capitalization of the intereszt to the principal balance to be repaid.

Effective July 1, 1994, the Federal Supplemental Toans for Students ("sSLsS")
Pregram was repealed by the Higher Education Act and merged into the Unsubsidized
stafford Program. Presently, an eligible Unsubsidiged Stafford borrower that is
a dependent undergraduate student can horrow from $Z,625 to $5,500 per vear
depending on the year of schooling, less available amounts of subsidized Stafford
loans. an eligible Unsubsidized stafford borrower that is an independent
undergraduate student cean borrow from 56,625 to $10,500 per vear depending cn the
year of echooling, less available amounts of subgidized stafford loans. Both
dependent and independent borrower amounts are subject to reduction in the case of
academic programs that are lesz than one year long, and subject tc a total loan
limit of $46,000. ©Dependent graduate students can borrow a maximum amount of
$8,500 per year, and independent graduate students can borrow a maximum of $18,500
per year. Both dependent and independent Ungubeidized stafford
graduate/professional studies borrowers are subject toc a total Jloan limit of
$138,500.
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C. Federal pParent Loans to Undergraduate students (v PLUS") Program.
PLUS leoans are made to parents who do not have adverse credit to help meet the
post-secondary education expenses (less other aid) of their dependent undergraguate
students. 2 borrower seeking to securs a PLUS loan need not satisfy the "needs
test” imposed on students seeking subsidized stafford loans. 2n eligible PLUS
borrower can borrow a maximum of the remzining unmet anmual educaticnal need
without a dollar iimit on behalf of each dependent student.

See "Appendix B - DESCRIPTION OF THE FEDERAT: FAMILY EDUCATION LOAN PROGRAM”
herein for a2 more complete description of the FFEL Program.

As of september 30, 1994, approximately S8.6% of the authorityss FFEL Program
loans were guaranteed by the State Guarantee Agency.

At September 30, 1994, the Authority had a approximately $103,311,350 of
education loan principal {net of a $975,000 allowance for loan losses) receivable
from borrowers. The compesition of this receivable amount was as follows:

Per Cent
Loan Type Principal amount of Total
Federal stafford
subsidized 481,871,787 79.2%
Unsubsidized 3,439,924 3.4
Total stafford $ 85,311,711 B2.6%
Fedsral SLsS 7,340,095 7.1
Federal PLUS 7,357,225 7.1
HEAL 3,302,318« 3.2
Loan Principal Receivable $103,311,350 100.0%

#*Plus deferred accrued interest to bhe capitalized on repayment.
These loans were sold to another student loan holder in November 199%4.

In Febroary 1994, the authority began offering loans to certain students,
primarily those attending certain high default rate achools, under certain
c¢onditions pursmant te the State Guarantee Agency<s Lender of Last Resort Loan
Program. Through sSeptember 30, 1594, the authority had dishursed approximately
$463,000 principal amount of such loans.

Beginning July 1, 1894, USDE began implementing its wWilliam D. Ford Federal
Direct Loan Program (*FDSLP") which was authorized by the enactment of the student
Loan Reform Act of 1993. FDSLP competes with the FFEL Program by lending directly
at eligible zchools electing te participate in that program, thus eliminating FFEL
Program lenders, such as the Authority, from originating some or all education
loans at the participating schools. The Autherity is unable to predict the futnre
impact of FDSLP on its originations of FFEL Program lcans or on the effect of FDSLP

on the originations of FFEL Program leans by other lenders that might sell such
loans to the authority.

A, First Year PFrarticipation in FDSLP. In the first year of
implementation, FDSL? 13 intended nationally to achieve a 5% share of the annual
student loan volume. In oklahcma, oklahoma State Universgity, stillwater, Oklahoma
is participating 100% in FDSLP. In the Fiscal Year ended June 30, 1994,
approximately 7.4% of the Awrthority’s lending volume was made te students (or
their parents) attending Oklahoma State University. In additicon to originating new
loans, during the first year (and subsequently) USDE intends to offer borrowers the
opportunity to prepay FFEL Program loans, such as are held by the authority, and
cangolidate them as FDSLP Direct Consclidation Loans rather than as Comsolidation
Leans in the FFEL Program.

B. Comparative Authority Lending Volume. Despite the presence of
FDSLP, the Authority’s lending volume for the four months ended october 31, 19834
wag approXimately $%,481,000 compared with dJdisbursements of approzimately
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$8,713,000, for the cnmparable perlod lagt year. Thisz is an increase of £.1% in
lendlng volume. .

C. Second Year rarticipation in FDSLP. In the second year of FDSLP
ending June 30, 1996, that program is intended to achieve nationally a 40% share
of the annual student loan wvolume. Schools that appilied te participate in the
second year have been announced by USDE. Theée parent hclding company of an Oklahoma
school where the Authority originates loans has been listed as a participant in
FDSLP in the second year. That oklahoma school accounted for approximately 15.5%
of the Authority’s lending wolume in the Fiscal Year ended June 30, 1924. The
Authority iz unable to predict the extent of participation by the Oklahcoma school
in FDSLP, The aggregate lending volume of the other schools in Oklahoma that
applied for participation in FDSLP in the second year is neot material to the
Author;ty's lending volume.

D. Future Implementation of FDsSLP. 1In future years, FDSLP naticnally
has a target share of the anncal student loan volume of 50% in the years ending
June -30, 1997 and 1938, and 60% ii the year ending June 30, 1999. fThe authority
is not able to predict the extent of participation in FDSLP by schools where the
Authority presently lends.

The Aunthority plans te begin making FFEL Program Federal Consolidation Loans
in the immediate future. The Authority may develop and offer octher student lending
programs from time to time in the future.

Loan Acquisitions

Beginping in June 1233, the Authority started acquiring certain guaranteed
education lcans from other eligible lenders in oklahoma. Under the provisions of
the purchase agreements for such loan acquisitions irn the secondary market, the
gselling eligible lender agrees to repurchase any loans that have a claim rejected
by the gunarantor therecf or are not ccllectible for certain other reasons because
of circumstances or events that cccurred prior to the acquisition of the loan by
the Authority. Through october 1, 1994, the Authority had acguired approximately
$12,950,000 principal amount of such loans from other eligible lenders,

Loan Servicing

The Anthority originates and aservices its own loans on a Remote sServieing
sSystem database prcvided{ by UNIPAC pursuant to the provisions cf a certain
Electronic Data Processing Service Agreement dated as of November 1, 1993 for a
term ending octcber 31, 19%6. Baaed on information provided by UNIPAC and not
independently verified by the' Authorlty, Bond Counsel or the Underwriter,. UNIPAC
began its education loan servicing operations on January 1, 1978. UNIPAC provides
education loan servicing, time sharing, administration and other services to
lenders, secaondary market purchagers and quarantee agencies throughout the united
States. In order to provide these ser?lces, UNIPAC has developed and maintains a
acomputer mainframe and software system.

UNIPAC is owned 80.5% by Union Bank and Trust Company of Nebraska. as of
september 30, 1994, UNIPAC had approximately 640 emplovees in Aurora, Colorado, and
approximately 205 employees in ita office in Lincoln, Mebraska. As of Septomber
30, 18%4, OUNIPAC s full servicing volume was approximately $3.7 billion for its
full service clients, At that date, UNIPAC alsc had $1.6 billion of servicing
volume on its remote lender servicing system, including the FFEL Program loans held
and serviced by the authority on the Oklahoma Remote Serv;clng system databasze at
UNIFAC. . .

Conversion of the Anthority‘s FFEL Program loans to the Remote Servicing
system database began in December 1993, and effective July 1, 1994, this expansion
of operations included internal loan servicing by the authority of substantially
all of its education loans using the facilities of the Remote Servicing system.

Additionally, in July 1994, the nuthority started originating and serviciﬁg
education loane for another oklahoma lender participating in the FFEL Program.
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Education loan servicing by the Authority is alsoc conducted under the registered
tradename "Oklahoma Student Loan Sexrvicing"®.

outstanding Indebtedness

The Authofity has issued various obligations for funding its lending
Programs. AL September 30, 1894, the authority had a total outstanding leng term
indebtedneas of approximately $101,122,000, as itemized in the following Table.

Rotes

Variable Rate Revenue Note, :

1987 Series A (Stafford)....s.s.ses $ 5,975,000
Taxable Variable Rate Revenue Note,

1990 sSerieg A (stafford)...eecewa.. 22,463,564
variable Rate Revenue HNeote,

Series 1991C (HEAL).essuaorannanana 4,181,173~
Taxable Variable Rate Revenue
Note, Series 1993L (FFELP):acssuss«n- 28,832,000

*Includes $432,671 of deferred
accrued interest pavable. This
Hote was redeemed in November 19%4.

Tetal Notes outstanding % 61,451,737

Bonds

student Loan Revenue Refunding

Bonds, Series 1992A (FFELP)issas+.. 530,680,000
student Loan Revenne Refunding

Boends, Series 19928 (FFELP)ecevacss 8,990,000

Total Bonds outstanding $ 39,670,000

Tolzal Indebtedness $101,121,737

The outstanding notes listed above have been issued under separate
resolutions, and are secured by trust estates and revenue sources separate and
apart from the assets and revenues pledged for the Bonds, including the Series
1954a Bonds. :

The Authority may iasue additional indebtedness from time te time in the
future pursuant to the General Resolution. $Such debt cbligations would be issued
as Additional Bonds pursuant to a supplemental resolution on a parity with the
Bonds, including the Series 1994A Bonds, unless a swbordipate lien issue is
gubesequently authorized by law and undertaken hy the Authority.

Plan for Doing Business

The Authority prepared a Plan for Doing Pusiness (the "Plan") which was
gubmitted to the Governor of the state and the state Guarantee Agency. The Plan
was approved by the Governor of the State on August 24, 1987 and was transmitted
to the Secretary.

Financial Statements

The financial statements of the Authority are prepared on the basis of
generally accepted accounting principles. The financial statements for the Fiscal
Years ended June 30, 1934 and 1933 were audited and reperted on by XPMG Peat
Marwick LLP, Oklahoma cCity, oklahoma, independent certified public accountants.
such financial statements (including the Notes thereto)}, and the accountants<
report thereon, are included herein as Appendix D.

The Bonds, including the Series 1994A Bonds, and the interest thereon, are
limited and specizl revenue obligations of the Authority payable solely from the
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assets of the Trust Estates.. The financizl information presented in Appendix D is
intended only as background financial information on the Authorlty and its overall
operations.

Financial statements of the Authority for Fiscal Years ending after June 30,
1994, will be made available to Beneficial Owners of the Series 19943 Bonds upon
written request directed to the Authorityrs vice Preasident - Finance. The
Buthority has not undertaken the obliqation.tc furnish additional or more frequent
information on its finances or opérations, or on the Eligible Loans included in the
Trust Estates for the Bonds (1nc1ud1ng the Series 1994A Bonds), to the Reglstered
or Beneficial Owners of the Series 19943 Eonds.

GUARANTEE AGENCIES

The material in this Section of the official Statement is a very brief
overview and does not purport to be complete informationm on the
cGuarantors of Eligible Loansa, jincluding the sState Guarantee aAgency
which is the primary Guarantor of education Jloans held by the
Authority. Appendix C herein provides descriptive, statistical and
financial statement information on the State Guarantee Agency.
Reference is made to "Appendix € - STATE GUARANTEE AGENCY DESCRIPTIVE,
STATISTICAL AND FINANCIAL STATEMENT INFORMATION" herein for such
information.

Guarantee and Reinsurapce of Loans

The Eligible Loans in the Prust Estates for the Bonds, including the Series
1994a Bonds, will be guaranteed: (i) by the Regents+ oklahoma Guarantesed student
Loan Program ("OGSLP"), as the sState Guarantee Agency; or (ii) by other Guarantors
qualified under the Bond Resolution to act in such capacity; or (i1il} in certain
circumstances by the Secretary. As of September 30, 1994, approximately 98.6% of
the FFEL Program loans held by the Authority were guaranteed by the State Guarantee
Agency pursuant to a certain Agreement to Enderse Loans dated as of October 3, 1954
between the aAuthority and the ‘Regents. ‘Approximately 1.4% of such loans were
guaranteed by another Guarantor.

Pursuant to a contract of" guarantee between a guarantor and an eligible
lender, such as .the Authority, the lender is entitled to a claim payment from the
Guarantor for 98% to 100% of any proven loss resulting from default, death,
permanent and total disability, ar. diacharge in bankruptey of the borrower. In
servicing a portfolic of education loans, an eligikble lender, including the
Buthority, is requirxed under the Higher Education Act and the rules and requlations
of the Guarantors to use due diligence in the servicing and cellection of loans and
to use collection practices no less extensive and forceful than those generally in
usge among financial institutiona in order to maintain the guarantee on the lean.
The eligible lerdex, inclueding the authority, is reguired to continue collecticon
efforts on a defaulted loan until the loan is 180 days past due and submit a claim
for payment thereon to the Guarantoer w1th1n 90 days thereafter.

Pursuant to the Higher Education nct, each respective Guarantor has entered
into a guarantee agreement (the "Federal Guarantee Agreement”) and a supplemental
guarantee agreement (the "Supplemental Guarantee Agreement®), pertaining to the
Secretary s reimbursement te each respective Guarantor for amcounts expended by such
Guarantor in discharge of its guarantee obligation with respect.to losses resulting
from the default by the borrower in the payment of principal or interest on loans
.guaranteed by such Guarantor. ‘the Supplemental Guarantee Agreement is subject to
‘annual renegotiation and to termination for cause by the secretary.

Oklahoma cGuaranteed Student Loan Prbgrem
substantially all of the guaranteed FFEL Program conducted by the authority
is cperated under the gquidelines of 0GSLP. ~ Numerous other lenders alsc make

education loans guaranteed by the State Guarantee Agency utilizing the Guarantee
Fund. OGSLP iz operated by the Regenhts, an - agency of the state, acting as the
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State Guarantee 2Agency and administering and wutilizing the Guarantee Fund
established in the State Treasury by Title 7C oOklahoma Statutes 1991, Sections
622 and 623, as amended, *to guarantee educatich lcans made by various eligible
lenders, including the Authority, to applicants who atiend approved universities,
colleges, vocaticnal education or trade schools.

OGSLF has heen in operation in the sState since November 1965. Except for the
authority, eligible lenderz have primarily consisted of banks, savings and loan
associations and credit unions. Af of september 30, 1894, loans had been made by
various eligible lenders and guaranteed by the State Guarantee Agency im the total
principal amount of approximately $1.5 billion, of which approximately $986 millicn
aggregate principal amount was outstanding. The Guarantee Fund balance (cash
basis) at that date was $11,223,116 or, 1l.l4% of the guaranteed principal amount
outstanding. This ratio exceeds the requirements of the Righer Education Act. The
reserve ratioc required by the Higher Educaticn act for the State Guarantee Agency
for the current Fiscal Year epnding June 30, 1995 will be 0.7%, which requirement
will inerease to 0.9% for the Fiscal Year ending June 30, 1996 and increasing to
1.10% for the Fiscal Year ending June 30, 1997.

For a description of the State Guarantee Agency, including statistical and
financial statement information, =ges T"Appendix C = STATE GUARANTEE AGENCY
DESCRIPTIVE, STATISTICAL AND FINANCIAL STATEMENT INFORMATION" herein.

ABSENCE OF LITIGATION

There is no litigation of any nature now pending or threatened, or in any way
contesting or affecting the validity of the series 1994a Bonds or any proceedings
¢f the authority taken with respect to the issuance or sale thereof, or the pledge
or application of any moneys or gecurity provided for the payment of the series
1994 Bonds or the existence or powers of the huthority.

LEGATLITY OF IRVESTMENT
The student Loan Act provides in pertinent part in Section 695.3 as follows:

All bonds issued under the Oklahoma Student Ioan act are legal
and authorized inveatments for hanks, savinge banks, trust companies,
savings and loan agsociations, dinsurance companies, fiduciaries,
trustees and guardiansg, and for the State of cklahoma and any of its
political subdivisions, departments, institutions and agencies. When
accompanied by all unmatured coupons appurtenant thereto, the bonds are
gufficient security for all deposits of state funds and of all funds
of any board in control at the par value of the bonds.

LEGAL MATTERS

The issuance of the Series 1994A Bonds is swbject to approval of validity by
Kutak Rock, oOklahoma City, oklahoma, Bond Counsel, whese approving cpinion ias
expected to be delivered substantially in the form attached hereto as Appendix H.
Certain legal matters will be passed on for the snthority by its special eccunsel,
Roderick W. burrell, Esq.: for the Underwriter by its Counsel, Williams & Anderson,
Little Rock, Arkansas; and for the Trustee by its general ccunsel, sam ott, Esg.
Certain legal matters zlso will be passed on by the Attorney Gemeral of the state
of oOklahoma in approving the transcript of legal proceedings. See alseo, the
caption "TAX EXEMPTION" herein.

TAX EZEMPTIOR
In the opinion of Kutak Rock, oOklahoma City, ©Oklahoma, Bond Counsel, under
axisting laws, regulations, rulings and judicial decisicns, interest on the Series

1924a Bonds is excludable from gross income of the recipients thereof for federal
income tax purpcseg; however, interest on the Series 1994A Bonds censtitutes a
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gpecific item of tax preference for purposes of the federal alternative minimum tax
for individuals and corporations.

The Internal Revenue Code of 1986, as amended (the "Code") imposes a number
of requirements that must be satisfied for interest on state and local obligations
to be excludable from gross income for federal income tax purposes. These
requirements include limitations on the use of bond proceeds and the source of
repayment of bends, limitations on the investment of bond proceeds prior to
expenditure, a requirement that excess arbitrage sarned on the investment of
certain bond proceeds be paid periodically to the United states, except under
certain circumstances, and a requirement that information reports be filed with the
Internal Revenue Service. The Authority has covenanted to comply with the
requirements of the Code in order to maintain the exclusion from gross income of
interest on the series 19942 Bonds for federal income tax purposes.

The opinicn of Bond Counsel will assume continuning compliance with the
covenants ©f the authority pertaining tc those gections of the Code which affect
the exclusion from gross income of interest on the Series 1994a Bonds for federal
income tax purposes and, in addition, will rely on répresentations by the Authority
with respect to matters sclely within the knowledge of the Anthority which Bond
Counsel has not independently verified. If the Authority should fail to comply
with its covenants or if the foregeing representations should be determined to be
inaccurate or incomplete, interest on the Series 1994A Bonds could become taxable
from the date of issuance of the Series 1994A Bonds, regardless of the date on
which the event causing such taxation occurs. Bond Counsel has not undertaken to
determine (or to inform any persen) whether any actien taken (or not taken) or
events occurring {or not cccurring) after the date of issuance of the Series 19%94n
Bonds may affect the tax status of interest on the Series 1954A Bonds.

Although Bond Counsel is of the opinion that interest on the Series 19%4a
Bonds 1lg excludable from grose income for federal income tax purposes, the accrual
or receipt of interest on the series 1994A Bonds may otherwise affect the federal
income tax liability of the recipient. The extent of these other tax consequences
will depend upon the recipientrs particular tax status or other items of income or
deducticn. Bond Coungel expresses no opinion reading any such consegquences.
Purchasers of the series 1994A Bonds, particularly purchasers that are corporations
(including $ corporations, corporations subject to the environmental tax imposed
by section 59a of the Code and foreign corporations operating branches im the
United States), property or casualty insurance companies, banks, thrifts or other
finanecial institutions or certain recipients of Social Security and Railroad
Retirement benefits are advised to consult their tax advisors as to the tax
conseguences of purchasing or holding the Series 1994A Bonds.

The cpinions expressed by Bond Counsel are based upon existing legislation
as of the date of issuance and delivery of the Series 19242 Bonds and Bond Counsel
expresses no opinion as of any date subseguent thereto or with respect to any
pending legislation,

Bond Counsel is further of the oﬁinion that, pursuant to the act, the Series
1994a Bonds and the income therefrom are exempt from taxation in the State.

RATTNG

Moody’a Inveators Service, Inc., 99 Church Street, New York, New York, has
assigned its municipal bond rating of "aaa" to the Series 19%4A Bonds. The rating
was applied for by the Authority, which has furnished certain information and
materials concerning the Bonds, including the Series 1994A Bonds, and the
Authority, some of which is not included in this official statement. Generally,
a rating agency bases its rating on gsuch information and materials and also on auch
investigations, studies and assumptions a$ it may undertake or establish
independently. The rating is not a recommendation te buy, sell or hold the Series
19942 Bonds and an explanation of the significance of the rating may be obtalned
from Moody’s. ' -
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A=z a consequence of obtalining a municipal bond rating assignment of "haa"™ on
the Series 19%4A Bonds which are on a parity with the cutstanding series 1992a&B
Bonds, the authority expects that the Series 1992asB Bonds which are rated single
var by Moody’s will be upgraded, upon delivery of the series 1994m Bonds, and
assigned a municipal bond rating of "aaa" also. However, nc assurance cah be
given that the conditions for such an upgrade will be fulfilled or that such an
upgrade for the outstanding Seriss 1592a4B Bonds actually will be achieved.

The ratings are subject to change or withdrawal at any time and any such
change or withdrawal may affect the market price or marketability of the Bonds,
inciuding the Series 1994A Bonds. HNeither the Authority nor the Underwriter has
undertaken any responsibility either to bring to the attention of the Registered
owners of the Series 19942 Bonds any proposed change in or withdrawal of the rating
on the Series 199%94A Bonds or to oppose any such change or withdrawal.

UNDERWRITING

The series 1994A Bonds are to be purchased by the Underwriter pursuant to the
terms and conditions of a Bond Purchase Agreement (the "Bond Purchase Agreement")
to be entered into by and between the Authority and the Underwriter at a Purchase
Price of %$32,200,000 which is egual to the aggregate principal amount of the Series
1994a Bonds. The Bond Purchase Agreement provides that the Underwriter will
purchase all of the series 1994A Bonds if any are purchased. The Authority will
pay the Underwriter an underwriting fee and expenses in the total amount of
$156,040 (which is egual to 0.48% of the aggregate principal amount of the Series
19948 Bonds) from certain of its general funds.

The initial public offering price (set forth on the cover page herecf} may
be changed from time to time by the Underwriter without notice. The Underwriter
may offer and sell the sSeries 19944 Bonds to certain dealers (including dealers
depositing Series 1994k Bonds into investment trusts) and others at prices lower
than the public offering price stated on the cover page hereof.

MISCELLANEOUS

The information in this official Statement is presented for the guidance of
prospective purchazers of the Series 1994A Bonds described herein. The information
has heen compiled from official and other sources which, while not guaranteed by
the Authority or the Underwriter, are believed tc be reliable. So far as any
statements made in this official Statement involve matters of opinion or estimates,
whether or not expressly stated, they are set forth as such and not as
representations of fact, and no representation is made that any of the estimates
will be realized. Prospective purchasers of the series 1%94a Bonds are alsoc
cautioned that the accuracy of any statistical or econcmic projection or analysis
contained herein is not gunaranteed and therefore investors are urged to consult
their own advisors concerning such projections or analysis. This o©Ofiicial
Statement is not teo be construed as a contract or agreement between the Authority

or the Underwriter and the purchasers or Registered or Beneficial owners of any of
the Series 1994A Bonds.

All queotations from, and summaries and explanations of, the Act, the Higher
Education act, the Bond Resolution, the Trust Agreement, and cother documents
contained herein do not purport to be complete, and reference is made to such laws,
requlations and documents for full and complete statements of their provisions.
21! of the appendices attached hereto are a part of this officizl statement.

The Authority has agreed to make financial statements of the Authority for
Fiscal Years ending after June 30, 1994 available to Beneficial owners of the
Series 1994A Bonds upon written request. However, the Authority has not undertaken
to furnish additional or mocre frequent information on its finances or operations,
or on the Financed Eligible ILoans included in the Trust Estate, to the Registered
or Beneficial Owners of the Series 1594a Bonds.
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This Official Statement has been approved by the Authcerity for distribution
by the Underwriters teo the prospective purchasers and the Registered and Benefieial
owners cof the series 1994Aa Bonds.

QKLAHOMA STUDENT I,.0AN AUTHORITY

/s/ Patrick Rooney

Chairman

ATTEST:

/s/ christie Woodson
Secretary
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Appendix A

Oklahoma Student Loan Authority
Student Loan Revenue Bonds, Se:ies 1994A

SUMMARY OF CERTAIN DEFINITIONS AND PROVISIONS OF THE BOND RESOLUTION
Set forth below are abridged or summarized excerpts of certain
sections of the General Resolution as amended and supplemented by
the Series 1992A5B Supplemental Resoluticn and the Series 1934A
Supplemental Resolution. These excerpts do npot purport to be
complete or to cover ‘all sections of the General Resolution as
amended and supplemented. Furthermore, section headings are not
intended teo be definitive., Refer to the General Resolution, the
Series 1992AKRE Supplemental Resolution and the Series 19943
Supplemental Resolution, copies of which,K are on file with the
Trustee, for a complete statement of the rights, duties and
obligations of the Authority, the Trustee and the Registered Owners'
of the Bonds thereunder.

~ DEFINITIONS

"rAAS Composite Commervial Paper Rate™ meansg, as of any date of
determination, (i) the interest equivalent of the 30-day rate on cemmercial paper
placed on behalf of issuers whose corporate bonds are rated "AA“ by 8&P, or the
equivalent of such rating by S&P, as such 30-day rate is made available on a
discount basis or otherwise by the Federal Reserve Bank of New York for the
Business Day immediately preceding such date of determination, or (ii) if the
Federal Reserve Bank of New York does not make available any such rate, then the
arithmetic .average of the interest equivalent of the 30-day rate on commercisl
paper placed on behalf of such issuers, as quoted to the Auction BRgent on a
discount basis or otherwise, by the Commercial Paper Dealers, as of the close of
business an the Busineseg Day immediately preceding sguch date of determinaticn.
If at the time quotations are required any Commercial Paper Dealer does not quote
a commercial paper rate required to determine the "AA" Composite Commercial Paper
Rate, or if less than three Commercial Paper Dealers are then serving as guch for
any reason, the "AA" Composite Commercial Paper Rate will be determined on the
basis of such quotation or quotatlons furnished by the Commercial Paper bealer
or Commercial Paper Dealers then serv1ng as such and providing a quotation. For
purposes of this definition, the "intersst equivalent"™ af a rate stated on a
discount basis (a "discount rate")} for commercial paper of a given day’s maturity
will be equal to the product of (a) 100 times (k) the quotient (rounded upward
to the next higher one thousandth (.001) of 1%) of (x} the discount rate
(expressed in decimals) divided by (y) the difference between (A) 1.00 and (B} a
fraction, the numerator of which will be the product of the discount rate
{expressed in decimals) times the number of days from (and including) the date
of determination to (but execluding) the date on which such commercial paper
matures and the denominator of which will be 360.

"Account” means any of the related trust accounts of the Student Loan Fund
and the Student Loan Sinking Fund created and established by, or pursuant to, the
Resolutions, and except when the context requires otherwise, a Rebate Fund.

"Act" means Title 70, Oklahoma Statutes 1991, Section 6%5.1 et seq., as
amended, along with the Oklahoma Tyxustg for Furtherance of Public Functions Act,
being Title &0, Oklahoma Statutes, 1981, Sections 176 to 180.3, inclusive, as
amended. ’

"Act of Bapkruptcy" means the filing of a petition in bankruptcy by or
against the Authority under the United States Bankruptcy Code, as amended, or
commencement of similar proceedings by or against the Authority under applicable
State bankruptcy or insolvency laws.



"Additional Bonds" means Additional Bonds issued under the terms of the
Regoluticns.

"After~Tax Eguivalent," on any date of determination, meang the interest
rate per annum equal to the product of {i) the "AA" Composite Commercial Paper

Rate on such date and (ii) 1.00 minus the statutory Corporate Tax Rate on such
date.

"Ali~Hold Rate,” on any date of determination, means the interest rate per
annum equal to 100% (as such percentage may be adjusted as described uander the
caption "AUCTION PROCEDURES—Adjuetment in Percentages Used to Determine Maximum,
All-Hold and Non-Payment Rates" ln Appendix F to this Qfficial Statement) of the
PsA Index; provided, that in noc event shall the All-Hold Rate be more than the
maximam Rate.

“"RAgent Member” means a member of, or partieipant in, the Securities
Depository.

"Applicable Percentage, ™ on any date of determination, means the percentage
determined (as such percentage may be adjusted as degcribed under the caption
"AUCTION PROCEDURES—Adjugtment. in Percentages Used to Determine Maximum, All-Hold
and Non-Payment Rates™ in Appendix F to this Official Statement) based on Moody's
rating ¢f the Auction Rate Securities in effect at the close of business on the
Business Day immediately preceding such date, as set forth below:

Moody’s
Credit Rating Applicable Percentadge
"haa" 175%
"Aa" 175
"an 175
"Baa” 200
Below "Baa" 265

provided, that if the Auction Rate Securities are not then rated by Moody’s, the
Applicable Percentage will be 265%. For purposes of this definition, Moody’s
rating categories of ™aza,"™ "ka," "A" and "Baa" refer to and include the
respective rating categories correlative thereto if Moody‘’s has changed or
modified its generic rating categories or if Moody'’s does not rate or no longer
rates the Auction Rate Securities or has been replaced. 21l ratings referred teo
above will be without regard to the gradations within each rating category.

"Assumed Rate™ means an annnal rate of interest of sixteen percent (16%),
cr any higher rate that may be established from time to time pursuant to any
Supplemental Reseolution; provided that, at the time any such increase in the
Assumed Rate is to become effective, the Available Amount of any Letter of Credit
will bhe at least equal to the aggregate principal amount of all Series 1994A
Bonds bearing interest at a Variahle Rate then Outstanding plus the Interest
Coverage Reguirement with respect thereto assuming an annual rate of interest
equal to the Assumed Rate as increased by said Supplemental Resolution.

"Auction” means the implementation of the Auction Procedures on a Rate
Determination Date.

"auction Agent” means the Initial Aumction Agent unless and until a
Substitute Auction Agent Agreement becomes effective, after which the Auction
Agent will mean the Substitute Ruction Agent.

"Auction Agent Agreement™ meang the Initial Auction Agent Agreement unless
and until a Substitute Auction Agent Agreement ie entered into, after which
Auction Agent Agreement will mean such Substitute Auction Agent Agreement.

"Auction Agent Fee™ means the fee established in the Auction Agent
Agreement.
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"Auction Period™ means, with respect to the Seriea 1994A~1 Bonds bearing
interest at an Auction Rate, an Interest Period generally beginning on a Thursday
and ending on the fifth Wedneeday thereafter, as the same may be changed for the
Series 1994A-1 Bonds ag described under the caption "CHANGES IN AUCTION TERMS"
in Rppendix F to this Official Statement, and, with respect to the Series 1994A-2
Bonde bearing interest at an Auction Rate, an Interest Period generally beginning ’
on June 1 of each year and endlhg on May 31 of the following year, as the same
may be changed for the Seriez 1994A-2 Bonde as described under the capt:.on
"CHANGES IN AUCTION TERMS" in Appendix F to this Official Statement.

"Auct;on Procedures” umeans the procedures_descrlbed under the caption
"RUCTICN PROCEDURES" in Appendix F to this Official Statement.

"Auction Rate” means, with respect to the interest rate on sach subseries
of the Auction Rate Securities, the interest rate for such subseries of the
Auction Rate Securltles that results from implementation of the Auction
Procedures.

"Auction Rate .Securities™" means any Seriea 19944 Bonds bearing interest
at an Auction Rate. - .

: "Authenticating Agent" means the Trustee or any other entity actling aa
authenticating agent for the Trustee under the series 1994A supplemental
Resolution and as depositary under an Authenticating Agent Agreement, or any
successor or successors thereto appointed pursuant to the Series  1994a
Supplemental Resoluticn or pursuant to an Authenticating Agent Agreement, as the
case may be, with respect to euch functions collectively or separately.

"ﬂuthentxcatlng,Agent Agreement” means any authenticating agent agreement
among thé Authority, the, Trustee and the Authentlcatlng.hgent, as depositary, asa
amended and supplemented.L

*Authority” means. the Oklahoma Student Loan Authority, an e'xpress trust and
agency of the State established pursuant to the Act and the Trust Indenture.

"Authorized Denomingtions™ meang (i) with respect to the Serxies 1994A Bonds
bearing interest at an Auction Rate or a Variahle Rate with an Interest Period
with a duration of less than one year, §100,000 or any integral multiple thereof,
and (ii) with respect to the Series 1994A Bonds bearing interest at a Fixed Rate
or a Variable Rate with an Interest Period with a duraticn of one year or more,
$5,000 or any integral multiple thereof. "

: "Authority Swap Payment"tmeaﬂs-a payment due to a Swap Counterparty from
the Authority pursuant to the applicable Swap Agreement {pr071ded, hawever, that
Authority Swap Payment does not include any payments in reapect of an Ea:ly
Termlnatlon Date, as deflned in the appl;cahle Swap Agreementj.

"Available.ﬂmcunt“ means- the init;al amount’ of any Letter of Credit (or the
aggregate amount of more than cne Letter of Credit) set forth therein, as such
amount may be reduced or reinstated pursuant to the terms of such Letter of
Credit, and available to be drawn under such Letter of Credit.

"Authorized Officer", when used with respect to the Authority, means the
Chairman, the Vice-Chairman, the President, the Secretary or an Assistant
Secretary of the Authority or any other person desxgnated in writing by the
Trustees of the Authority. )

"Bank"  means any bank “or banks ‘or other ananc1al institutlon or
institutions which issues and delivers 'a Letter of Credit pursuant to a
Reimbursement Agreement, or any .other kank or banks or other £financial
institution or institutions which may be substituted for such bank pursuant to
a Reimbursement Rgreement or which may isaue and deliver to the. Trustae a
substitute Letter of Credit. -Any Bank issuing a Letter of..Credit securing a
subseries of the Series 1994A Bonds with an Interegt Period of less than one year
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must have the highest short~term rating from any Rating Agency then rating such
subserieg of the Series 1994A Bonds and such rating must apply ta the subseries
of the Series 1994A Bonds secured by such Bank’s Letter of Credit. Any Bank
issuing a Letter of Credit securing a subsgeries of the Series 19942 Bonds with
an Interest Period of one vear or more must be rated "Aa"™ by Mooedy’'s and such
rating must apply to the subseries of the Serieg 19942 Bonds secured by such
Bank‘’s Letter of Credit.

"Balance,” when used with reference to any Account or Fund, means the
aggregate sum of all assets standing to the credit of such Account or Fund,
including, without limitation: Investment Securities computed at the value of
Investment Securities; Student Loans computed at the unpaid principal amount
thereof plus accruad interest; and lawful money of the United Stated; provided,
however, that the EBalance of any Fund or Account will not include amounts
standing to the credit thereof which are being held under the Resoplution for {A)
the payment of the past due and unpaid interest on the Bonds and {B) the payment
of interest on Bonds that are desmed ne longer Qutstanding as a result of the
defeasance thereof.

"Bid" shall have the meaning ascribed to such term under the caption
"AUCTION PROCEDURES-Submission of Orders” in BAppendix F to +this o0fficial
Statement.

"Bidder" shall have the meaning ascribed to such term under the caption
"AUCTION PROCEDURES—Submission of OQrders™ in BAppendix P te +this oOfficial
Statement.

"Bonds" means the Series 19%2R&E Bonds, the Series 1954A Bonds and any
Additional Bonds.

“Bond Counsel™ means Kutak Rock, or any other counsel of nationally
recognized standing in the field of law relating to municipal bonds selected by
the Aunthority and reasonably acceptable to the Trustee.

"Bond Counsel'’s Opinion® means an opinion signed by an attorney or firm of
attorneys of nationally recognized standing in the field of law relating to
municipal, state and public agency financing, selected by the Authority and
satisfactory to the Trustee.

"Bond Placement Feeg" means the fees payable by the Authority pursuant to
a Remarketing Agreement.

"Bond Yield" means, wikh respect to the Series 1994A Bonds, the yield on
the Series 1994A Eonds computed in accordance with the No Arbitrage Certificate
and, with respect to any ARdditional Bonds, the yield on such Additional Bonds
computed in accordance with the Code.

"Broker-Dealer™ means Smith Barney Inc. or any other broker or dealer {each
as defined in the Securities Exchange Act), commercial bank or other entity
permitted by law to perform the functions required of a Broker-Dealer set forth
in the Auction Procedures that (a) is an Agent Member (or an affiliate of an
Agent Hember}, (b) has been appointed ag such by the Authority, and (c) has

entered into a Broker-bDealer Agreement that is in effect on the date of
reference.

vEBroker=pealer Agreement™ means each agreement between the Auction Agent
and a Broker-Dealer, approved by the Authority, pursuant to which the Broker-
Dealer agrees to participate in Buctions ag set forth in the Ruction Procedures,
ag from time to time amended or supplemented. Each Broker-Dealer Agreement will
be substantially in the form of the Eroker=-Dealer Agreement attached as an
exhibit to the Auction Agent Agreement.

"Broker-Dealer Fee" shall have the meaning set forth in the Auction Agent
Agreement.




"Business Day" means any day of the year, except Saturday or Sunday or days
on which banks located in the city in which the principal) office of the Trustee
ie located, are reguired or authorized te remain closed or on which the New York
Stock Exchange or the Authority is avthorized to be closed.

"Cash Flow Certificate" means a certificate of the Authorlty {i) =setting
forth for the then current and each future Fiscal Year during which Bonds will
be Qutstanding:

(&) the amount of Revenues, Recoveries of Principal and cther moneys
cn depogit under the Supplemental Rescluticns plus Revenues, Recoveries of
Principal and other moneys reasonably expected to be received in each such
Fiscal Year that are reasconably expected to be available to pay Debt
Service and Program Expenses, ang

(B) the aggregate Debt Service for each Fiscal Year on all Bonds
expected to be COutgtanding and all reasonably expected Program Bxpensessy

and (ii) Jemonstrating that in each such Fiscal Year the aggregate of the
amountg set forth in clauwae (i} (A} above exceeds the aggregate of the amounts set
forth in clause (i)(B) above. In addition, such Cash Flow Certificate will
include the same assumptions as those set forth in the Closing Cash Flow
Projections, otherwise approved by the Rating Agency.

"change of Tax Law" meansa, with respect to any beneficial owner of the
Auction Rate Securities, any amendment to the Internal Revenue Code or other
statute enacted by the Congress of the United Stateés or any temporary, propcoeed
or final regulation promulgated by the United States Treasury after the effective
date of the initial Auction Period which (a) changes or would change any
deduction, credit ox other allowance allowable in computing liability for any
federal tax with respect to, or (b) imposes or would impose or reduces or would
reduce or increases or would increase any federal tax (including, but not limited
to, preference or excise taxes) upon, any interest earned by any Registered Owner
of the Auction Rate Securities the interegt of which is excluded from gross
income for federal income tax purposes under Sect;cn 103 of the Code.

"Closing Cash Flow Projections" means the clos;ng cash flow projections
prrepared by the Underwriter.

"Code" meana the Internal Revenue Code of 1986, as amended from time to
time. Each reference to a section of the Code in the Resclution will be deemad
to include the final or temporary United States Treasury Regulations and applied
to the Bonds or the use of proceeds thereof, and alsoc includes all amendmants and
succesgor provisions unless the context clearly requlres otherwise.

"Commercial Paper Dealers" means Smith Barney Ine., its successors and
assigns, and any other commercial paper dealer appo;nteﬁ pursuant to the Series
19542 Supplemental Resolution.

"Conversion Date" meang, with respect to any subseries of the Series 1994A
Bondsg, the date on which a FPixed Rate becomes effectlve for such subgeries of the
Series 1994R Bonds.

"Costs of Issuance" means all items of expense, directly or indirectly
payable or reimbursable by or to the Authority and related to the authorization,
sale and issuance of the Bonds, including, but not limited to, printing costs,
costs of preparation and reprcduction' of documents, filing and recording fees,
initial fees and chawges of any Fiduciary, legal fees and charges, fees and
disbursements of consultants and profeseicnals, coste of credit ratings, costs
of mathematical verification of certain computations, fees and charges for
preparation, execution, transportation and safekeesping of the Bands, costs and
expenses of refunding, financing charges, accrued interest with respect to the
initial investment of proceeds of the Bonds and any other ecost, charge or fee in



connection with the original issuance of the Bonds including fees for credit,
liguidity or similar support.

"Counterparty Swap Payment" means a payment due to the Authority from a
Swap Counterparty pursuant to the applicable Swap Agreement (including, but not
limited to, payments in respect of an Early Termination Date, as defined in the
applicable Swap Agreement).

"Custedian® means Boatmen*s First National Bank of Oklahoma, as custodian
pursuant to the Custodian Agreement, and any successors or assigns.

"Custodian Agreement™ means the Master Cuszstodian Services Agreement, dated
as of September 27, 1994, between the Authority and the Custedian, as amended and
supplemented.

"Deily Rate"™ meanz the rate of interest borne by any subseries of the
Series 1%94A Bonds during any Daily Rate Peried.

"Daily Rate Period" means an Interest Period which may begin and end on the
same day. The term "day" means any calendar day, whether or not a Business Day.

"Date of Issuance"” means the date of the initial delivery of the Series
1984n Bondg to the Underwriter.

"Debt Obligation® means a bond, including any Bond, or a note, authorized
by the Ret and authenticated and delivered by the Ruthority under the terms of
the General Resclution.

"Debt Service" means the principal of and premium, if any, and interest
payable on the Bonds.

"Debt Service Reserve Requirement™ means at any time an amount equal to
£.0% of the principal amount of the Bonds then Outstanding.

"Defeasance Securities" means and includes {i} direct obligations of, or
obligations the principal of and interest on which are unconditionally guaranteed
by, the United States of BEmerica, which are not by their terms subject to
redempticn at the option of the issuer thereof, and (ii) cobligations rated not
less than "AAA™ or "Aaa" or the equivalent by S&P and Moody's, respectively,
igsved by any state of the United sStates of America or the District of Columbia,
or any political subdivision, agency or instrumentality of one of such states
with respect to which an irrevocable deposit of securities sufficient to defease
such obligation in accordance with the terms of the instrument pursuant to which
it wag issued has been made; in either case to the extent the same are at the
time legal for investment of funde of the Autharity under the Rct and applicable
law.

"DIC" or “Securities Depository" means The Depository Trust Company, a
limited~purpose trust company organized under the laws of the State of New York,
and its successors and assigns, including any successor securities depositories
appointed purauant to the Series 19942 Supplemental Resolution.

"Eligible Consolidation Loan" means a loan authorized to be acguired or
originated by the Authority pursuant to the Student Loan Program which (a) has
been or will be made to a Dborrower to fund consclidation of outstanding
indebtedness, including indebtedness, incurred by such borrower in comnection
with (1) such borrower’s attendance, while a resident of the State, at a
post-secondary school located within or without the State, (2) such borrower’s
attendance as an out-of-State resident at a post~secondary school located within
the state or (3) to the extent permitted by applicable laws and regulations,
ineluding, without limitation, the Act, the Ceode and the Higher Education Act,
and by contracts to which the Authority is a party, as evidenced by delivery to
the Trustee of an opinion of nationally recognized counsel experienced in federal
taxation matters affecting the treatment of interest upon obligations such as the
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Bondas, a resident of any state other than the State attending a post-gecondary
school outside of the State, (b) is Guaranteed and (c) is an "eligible loan"
within the meaning of the Higher Bducation Act for purposes of receiving Special
Allowance Payments with respect thereto.

"Eligible Loan" means (i)} any Bligibkle Stafford Guaranteed Student Loan,
(ii) esny Bligible Consolidatjon Loan, (iii) any Eligible PLUS/SLS Loan, (iv) any
other loan permitted under the Act and provided for in the Supplemental
Regolution authorizing the particular Bonds, the proceeds of which are to be used
to acquixe such lecan, and (v) any Eligible Unsubsidized Stafford Lcan.

"Eligibie PLOS/SLS Loan” means a loan other than an Eligible Stafford
Guaranteed Student Loan or an Eligible Consolidation Loan authorized +o be
aaquired by the Rathority pursuant to the Student Loan Program which (a) has been
or will be made to a student or parent horrower in connection with (1) a
student’s attendance, while a resident of the State, at a post~secondary school
located within or without the State, ({2) a student’s attendance as an
cut—of-state resident at a post-secondary school located within the State or (3)
to the extent permitted by applicable laws and regulaticns, including without
limitation the Act, the Code and the Higher Education Act, and by centracts to
which the Authority is a party, as evidenced by delivery to the Trustee of an
opinion of nationally recognized counsel experienced in federal taxation matters
affecting the treatment of interest upon obligations such as the Bonds, a
resident of any state other than the sState attending a post-secondary school
outside of the State; (b) is Guaranteed and (¢) is an "eligible loan” within the
meaning of the Higher Education Act for purposes of receiving Special aAllowance
Payments with respect thereto,

"Eligible Stafford Guaranteed Student Loan"™ means a loan aguthorized to be
acquired by the Authority pursuant to the Student Loan Program which (a) has been
or will be made to (1) a resident of the State attending a post-secondary school
located within or withont the State, (2) an out-of-State resident attending a
post-secondary scheol located within the state or (3) to the extent permitted by
applicable laws and regulations, including, without limitation, the Act, the Code
and the Higher Education Act, and by contracks to which the Authority is a party,
as evidenced by delivery to the Trustee of an opinion of nationally racognized
counsel experienced in federal taxation matters affecting the treatment of
interest.upon obligations such as the Bonds, a resident of any state other than
the sState attending a post-secondary school outside of the State, (b} is
Guaranteed and (¢) is an "eligible loan" within the meaning of the Higher
Education Act for purposes of receiving Special Allowance Payments and interest
benefit payments with respect thereto.

"Eligible Unsubsidized Stafford Loar" means a loan authorized to be
acguired by the Authority pursuant to the Student Loan Program which {a) has been
or will be made to (1} 2 resident of the State attending a pest-secondary school
located within or without the State, (2) an cut-of-State resident attending a
post-secondary school located within the State or (2) to the extent permitted by
applicable laws and regulations, including, without limjitation, the Act, the Code
and the Higher Education Act, and by contracts to which the Authority is a party,
as evidenced by delivery to the Trustee of an opinion of naticnally recognized
counsel experienced in federal taxation matters affecting the treatment of
interest upon cbligations such as the Debt Obligations, a resident of any state
other than the State attending a post-secondary school outside of the State, (b)
is guaranteed and (c) is an "eligible loan" within the meaning of the Higher
Education Act for purposes of receiving Special Allowance Payments and interest
benefit payments with respect thereto.

"Existing Holder" means, (a) with respect to and for the purpose of dealing
with the Ruction Agent in connection with an Auctioen, a Person who is a Broker—
Dealer listed in the Existing Holder Registry at the close of business on the
Business Day immediately preceding such Auction, and (b) with respect to and for
the purpose of dealing with the Broker-Dealer in connection with an Auction, a



Person who is a beneficial owner of Auction Rate Securities subject to that
Auction.

"Existing Holder Registry" means the registry of Persons who are Existing
Holders, maintained by the Auction Agent a# provided in the Auction Agent
Agreement.

"FPavorable Upiniorn" means an opinlon of Bond Counsel addressed to the
Authority and the Trustee to the effect that the action proposed to be taken is
authorized or permitted by the Series 1994A Supplemental Resolution and will not
adversely affect any exclusion from gross income for federal income tax purposes
of interest on the Bonds (other than Federally Taxable Bonda).

"Federal Family Education Loan Program" means the Federal Family BEducation
Loan Program under the Higher Education Act, as renamed, amended and reauthorized
by the Higher Educaticon Amendments of 19%2 (Public Law 102-325}.

"rFederal Reimbursement Contracts™ means the agreements between a Guarantor
and the Secretary providing for the payment by the Secretary of amounts
authorized to be paid pursuant to the Higher Education hect, including (but not
necessarily limited to) reimbursement of amounts paid or payable upen defaulted
Student Loans and other student loans guaranteed or insured by the Guarantor,
interest subsidy payments and Special Allowance Payments to holders of qualifying
student loans guaranteed or insured by the Guarantor.

"Federally Taxable Bopnds" means any Additicnal Bonds issued and delivered
pursuant to the General Rescluticn, the interest on which does not purport to be
excluded from the federal gross income of the Registered Owners thereof.

"Fiduciary" means a Trustee, a co-authenticating agent, a remarketing
agent, a tender agent, a registrar, any paying agent and any such additionmal
fiduciary as may be authorized pursuant to a Supplemental Resolution, or any or

all of them as may ke appropriate as fiduciary con behalf of the owners of the
Bonds.

"Fizscal Year™ means a twelve-month period commencing on the first day of
July of any year, or such other twelve-month pericd adopted by the Authority as
its fiscal year for accounting purposes.

"Fixed Rate" means, with respect to any subseries of the Series 19343
Bonds, the fixed rate of interest barne by such subseries of the Series 1994A

Bonds on. and after the Conversion Date and determined in accordance with the
Series 19947 Supplemental Resolution.

"Guaraniteed," means, with respect tc an Eligible Stafford Guaranteed
Student Leoan, an Eligible Consclidation Loan or an Eligikle PLUS/SLS Loan, the
guarantee by a Guarantor of at least 98% of the principal of and accrued interest
on such Student Loan and the coverage of such Student Loan by one or more Federal
Reimbursement Contracts, providing, among other things, for reimbursement to the
Guarantor for losses incurred by it on defaulted student loans guaranteed by such
Guarantor to the extent of at least 78% reimbursement or, with respect to any
otherwise Eligible Yoan to be acguired subseguent to any change in such
reimbursenent rate causing such rate of reimbursement to be less than 78%, such
other amount as may then be applicable under +the Higher Bducation Act.
Notwithstanding the foregoing, such terms with respect to any of the above
enumerated Eligible Loans, includes (i) the direct insurance by the Secretary or
the applicaebility to such loan of a certificate of comprehensive insurance
coverage issued by the Guarantor or the Secretary in acoordance with the Higher
BEducation Act of at least 8% of the principal of and accrued interest on such
Eligible Loan, or {ii} the direct jinsurance by the Secretary of one hundred
percent (100%) of the principal of such Eligible Loan with respect to which an
application for an insurance commitment was received by the Secretary before
March 1, 1973 if acqguired by the Authority at the same time as an Eligible Loan
executed by the same borrower subsequent to Marc¢h 1, 1973.
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"guarantor” means the State Guarantee Agency, United Student Aid Funds,
Inc. or any state guaranty agency approved by Moody’s and provided for in a
particular Supplemental Resolution and approved by Moody‘s and, to the extent
applicable in connection with Eligible Consolidation Loans, means the Secretary.

"Higﬁef Education Act™ means Title IV, Part B of the Higher Education Act
of 1965, as amended, and the regqulations thereunder.

"Hold Order" shall have the meaning ascribed to such term under the caption
"AUCTION PROCEDURES—Submission of Orders" in Appendix F to this 0fficial
Statement.

"Index” on any Rate Determination Date, means (a} with regpect to Auction
Rate Securities with an Auction Period of 60 days or less, the PSA Index, or if
such rate is not published by PSRh, the Index so determined by the Market Agent
which will equal the prevailing rate for bonds rated in the highest short-term
rating category by Moody‘s in respect of issuers most closely resembling the
"high grade" component issuers selected by PSA that are subject to tender by the
holders thersof for purchase on not more than seven days‘ notice and the interest
on which is (i) variable on a weekly basis, (ii) excludable from gross income for
federal income tax purposes under the Code, and {(iii} not sgsubject to an
"alternative minimum tax™ or similar tax under the Code, unless all tax—exempt
bonds are subject to¢ such tax, and (b) with respect to the Auction Rate
Securities with an Auction Period of more than 60 days, the Index so determined
by the Market Agent which will equal the average yield on no less than three
publicly offered securities selected by the Market Agent which are offered at
par, have substantially the same underlying security, bhear interest determined
for approximately the same period as the relevant Interest Period on the Auction
Rate Securities, bear interest not subject to the alternative minimum tax, and
are rated no lower than Aa by Moody‘s. - If the Index cannot be determined as
provided above, a comparable substitute index selected by the Market Agent with
the approval of an authorized Officer of the Authority may be used.

"Initial Auction Agent" means Bankers Trust Company, a New York
corporation, its successors and assigns.'

"Ynitial Auction Agent Agreement" means the Auction Agent Agreement, to be
dated as of December 1, 1994, among the Ruthority, the Trustee and the Initial
Auction Agent, including any amendment thereof or supplement thereto.

"rnitial Auction Rate Determination Date" means, for each subseries of the
Series 1994Aa Bonds, the date on which the initial Zuction Rate for such subseries
of the Serieg 1994A Bonds is determined in connection with the Initial Pericd or
any change of an Interest Period applicable to such subseries of the Series 1994A
Bonds to an Auction Period, which date will be not less than one (1) Business Day
prlor to the Period Adjustment Date.

"Initial Market Agent"™ meansa Smith Barney Inc., its succegsors and assigns.

"Tnitial Peripd” means, with respect to the Series 19942-1 Bonds, the
period commencing on the Date of Ispuance and continuing through January 253,
1995, with respect to the Series 1994A~2 Bonds, the period commencmng on the Date
of Isguance and contlnulng through May 31, 1995.

"rnitial Rate Adjustment Date" means, with respect to the Series 1994A-1
Bonde, January 26, 1995 and, with respect to the Series 1994A~2 Bonds, June 1,
1995. _ . _ _

"Interest Coverage Reguirement" means, (i) with respect to any principal
amount of any subseries of the Series 19942 Bonds bearing interest at a Variable
Rate with an Interest Period of less than one year, an amount equal to interest
accruing on such subseries of Series 1994A Bonds for whatever period is reguired
by the Rating Agencies then rating such subseries of the Series 1994A Bonds to
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permit such Rating Agencies to assign their highest short-term ratings to such
gubseries of the Series 19%4A Bonds at the Assumed Rate and (ii) with respect to
any principal amount of any subseries of the Series 1994a Bonds bearing interest
at a Variable Rate with an Interest Period of one year or more, an amount egual
to interest accruing on such subseries of the Series 1994A Bonda for whatever
period is reguired by the Rating Agencies then rating such subseriea of the
Series 1994A Bonds to permit such Rating Agencies to assign their highest
liguidity Ratings to the Series 1994A Bonds at the Assumed Rate. The Interest
Coverage Requirement will be computed separately for each subseries of the Series
15%94A Bonds and the total Interest Rate Coverage Regquirement means the sum ¢f the
Interest Rate Coverage Reguirement for all subseries of the Series 1994A Bonda
bearing interest at a Variable Rate.

sInterest Payiment Date™ means (i) with respect to the Series 1994A-1 Bonda
bearing interest at an Auction Rate, each March 1, and September 1 (except as
such Interest Payment Date may be changed for the Series 1994A-1 Bonds as
described under the caption "CHANGES IN AUCTION TERMS5—Changes in Interest Payment
Dates” in Appendix F to this Official S$tatement), commencing March 1, 1995, any
Pariod Adjustment Date and the Conversicn Date with respect to the Series 1994a-1
Bonds, and with respect to the Series 1994A-2 Bonds bearing interest at an
Auction Rate, each June 1 and December 1 (except as such Interest Payment Date
may be changed for the Series 19942-2 Bonds as described under the caption
"CHANGES IN AUCTION TERMS—Changes in Interest Payment Dates" in Appendix P to
this Official Statement), commencing June 1, 1995, any Period Adjustment Date and
the Conversicn Date with respect to the Series 1994A-2 Bonds, (ii) with respect
to any subgeries of the Series 1994A Bonds bearing interest at a Variable Rate
with an Interest Period of less than one year, the first Wednesday of each month,
any Period Adjustment Date and the Conversion Date with respect to the Seriesa
1894 Bonds, (iii) with respect to any subseries of the Series 19942 Bonds
bearing interest at a Variable Rate with an Interest Period of cne year or more,
each March 1 and September 1, commencing on the March 1 or September ] next
following the first day of such Intereet Period, any Period Adjustment Date and
the Conversion Date with respect to the Series 139543 Bonds, (iv) with respect to
any subseries of the Series 1994A Bonds bearing interest at a Fixed Rate, each
March 1 and September 1 and (v) with respect to any Additionzal Bonds, the
Interest Payment Dates specified for such Additional Bonds in the Supplemental
Resolution authorizing the igsuance of such Additional Bonds.

"Tnterest Period™ means, with respect to each subseries of the Series 1594A
Bonde bearing interest at an Auction Rate or a Variable Rate, each period
commencing on a Rate Adjustment Date for such subseries and ending on the day
before the next Rate Adjustment Bate for such subeeries or on a Conversion Date.

"Invegstment Agrecment” means the Investment Repurchase Agreement, dated as
of Dacember 21, 1994 bhetween the 2Authority and Bayerische Landesbank
Girozentrale, and any other investment agreement approved by Moody’s.

"Investment Instructions™ means the investment instructions delivered to
the Authority and the Trustee by Bond Counsel on the Date of Issuance, and any
amendments or supplements thereto.

“Investment Securities" means and includes any of the following
obligations, to the extent the same sre at the time legal for investment of funda
of the Authority under the Act and applicable law:

1. HMarketable direct cbligations of, or obligations the principal
of and interest on which are unconditicnally guaranteed by, the United States of
America having maturities of one year or less; :

2. Bank demand deposita (whether or not interest bhearing) and
interest bearing bank time deposits evidenced by certificates of deposit issued
by banks {which may include the Trustee) which are members of the Federal Deposit
Insurance Corporation, rated A3/P-1 or better by Moody's, provided that such
deposits have a maturity of one year or less and (a) are secured by cobligations

A=-10




described in item 1 above and item 3 belew, which such obligations at all times
have a market value (exclusive of accrued interest) at least equal to such bank
deposits so secured including interest; or (b) are issued by banks, rated A or
better by reputable commercial credit rating services,

3. Marketable bonde, debenturea, notes, partzc;patlon cert;f;cates
or other evidences of indebtedness, rated A3/P-1 or better by Mocdy‘s, issued or
guaranteed by any of the following agencies: Federal Farm credit Bank; Federal
Intermediate Credit Banks; the Export-Import Bank of the United States; Federal
Land Banks; the Federal National Mortgage Association; the Tennessee Valley
Authority; the Government National Mortgage Association; Federal Financing Bank;
Farmers Home Administration; Federal Home Loan Banks; Student Loan Marketing
Association; or any agency or instrumentality of the United States of America
which will be established for the purpose of acquiring the abligations of any of
the foregeing or otherw;se prcvzding fznancxng therefor; prov;ded.maturltles are
one year or less; . . .

4. Repurchase agreements crgother similar banking arrangements.with
maturities of six months or less, contracted with banks {(which may include the
applicable Trustee) which are members ¢f the Federal Deposit Insurance
Corporation, rated A3/P-1 or better by Moody’'s, or with government bond dealers
reporting to and trading with the Federal Reserve Bank of New York, which such
agreements are secured by securities which are obligations without regard to
maturities described in items 1 and 3 above, margined at 100% or higher, valned
monthly by the applicable Trustee,

5. Bankers acceptances with maturities of six months or less,
endorsed and guaranteed by banks which are members of the Federal Deposit
Insurance Corporation, rated A3/P-1 or better by Moody's, provided that 'such
bankers acceptances (a)} in any bank do not exceed at any one time in the
aggregate ten percent of the total of the capital stock and surplus of such bank;
or (b) are secured by cbligations descrxbed in items :l.and 3.abowve; -

6. Shares in an Investment Company registered under the Federal
Investment Company Act of 1940, rated A3/P-1 or better by Mocody's, whose shares
are registered under the Federal Securities Act of 1933 and whose only investment
and obllgatlons described in items 1, 3 and 4 above, or 7 below having an average
maturity of six montha or less; :

) 7. Bonds of the State-or its political subdivisions; or marketable
obligations issued by any gtate, - political subdivision or municipal corperation
thereof having remaining maturities of one year or 'less which are rated A or
better by S&P or by Mocdy ‘s, and if such ohligations have a shert-term rating,
the rat;ng ig in the h;ghest categcry deaignated by the rEBPECtLVE rating agency?

8. Investment agreements or guaranteed investment ccntracts, rated
A3/P-1 or better by Moody’s, secured by ¢ollateral securities or unsecured ag the
Authority may determine, which may be entered into by and among the huthority,
the applicable Trustee and any bank, bank holding company, corporation or any
other financial inatitution whose outstanding unsecured long term debt gecurities
are rated AR or hetter by S&P or Aha or better by Moody’s, or by an insurance
company whose claims paying ability is so rated, provided further that any auch
agreement musgt: {a) Clearly state the exact entity guarantor, the value of
invested funds guaranteed, the rate of guaranteed interegt, and the termination
date; {h) Contain an unconditional, irrevecable pledge by the guarantor and be
written in favor of the applicable Trustee; (¢) Not bhe cancelable for failure
to pay any fees or premiums and its enforceablllty must be warranted; {d)
Provide that demands for funds be honored on terms and conditions determined by
the Authority and the issuer of such agreement and be credited to the Trustee in
immediately available funds; (e) Clearly establish the basis for compounding or
computation of interest, and provide that all guaranteed interesat accrue to the
payment date; and (f) Provide that failure to meet surety, collateral or other
provigions will result in acceleration of the agreement at the option of the
Authority (or Trustee acting on behalf of the Authority)s and must provide that
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merger or acquisition of the 1iasuer of the agreement, or assumption of the
obligations of the agreement, with or by another entity if combined with a credit
or claimg paying ability rating downgrade below the standards set forth in thie
paragraph 8 will result in acceleration of the agreement at the option of the
AButhority (or Trustee acting on behalf of the Authority); and may provide that
other designated events relating to the issuer of the agreement cor its parent or
any related entity, if combined with a credit or claims paving ability rating
downgrade below the standards get forth in this paragraph 8 will result in
acceleration of the agreement at the option of the Authority (or Trustee acting
on behalf of the Authority);

9. Such other investments, tc the extent permitted by law, as may
be approved by Moody’s, provided Meoody’s ias then rating the Bonds.

For purposes of the definition of "Investment Securities", +the word
"maturity"” will include the date upon which such cbligations are redeemable or
able to be put at least par in each case at the option of the holder thereof.

Purthermore, with respect to the investment of proceeds of the Series 1994a
Bonde, an issuer or counterparty, as applicable, set forth in paragraphs 2, 3 (if
rated), 4, 5, &€ and 8 of this definition must be rated "AA2/P1"™ or better by
Moody’s. In addition so long as Moody‘’s is rating the Series 1994A& Bonds, to the
extent permitted by law, Investment Securities for proceeds of the Series 1994a
Bonds alsc includes the Investment Agreement and any other investment approved
by Moody’s.

"Letter of Credit" means any direct~pay irrevocable letter of credit,
cormitted line of ecredit, surety bond or standby bond purchase agreement, or any
combination of the foregoing issued by a Bank to the Trustee for the account of
the Authority pursuant to a Reimbursement Agreement, as the same may be amended
froem time to time in accordance with the terms of a Reimburesement Agreement and
the Series 1994A Supplemental Regclution, the aggregate Available Amount of which
is not less than the aggregate principal amount of all Series 1994A Bonds bearing
interest at a Variable Rate then Outstanding plus the Interest Coverage
Requirement with respect to such principal amount of Seriea 1994A Eonds bearing
interest at a Variable Rate; provided that if at any time more than one Letter
of Credit is in effect, all such Letters of Credit will be isasued by the same
bank or banks; and provided further that any substitute Letter of Credit will
have a term of not less than twelve (12} months (except that any Letter of Credit
may provide that it will terminate on the effective date of any substitute Letter
of Credit delivered to the Trustee) and when delivered to the Trustee will be
accompanied by (i) a written statement of each Rating Agency then rating the
Series 19942 Bonds bearing interest at a Varliable Rate, to the effect that the
rating on such Series 1994A Bonds assigned by such Rating Agency will not be
reduced or withdrawn as a result of the delivery of such substitute Letter of
Credit, and (ii) an opinion of Beond Counsel to the effect that such substitution
of the Letter of Credit ia authorized or permitted under the Series 1994a
Supplemental Resolution and will not, of itself, cause interest on the Bonds
(other than Federally Taxable Bonds) to be sublject to federal income taxation.

"Loan Purchase Contract” means any contract for the purchase of Student
Loans bhetween the Authority and any eligible lender participating in the
Authority’s Student Loan Program.

"Long Rate" means, with respect to any subseries of the Series 1994A Bonds,

the rate of interest borne by such subseries of the Series 1994A Bonds during any
Long Rate Period.

"Long Rate Period” means an Interest Period of not less than ninety (90}
days.

"Mandatory Pender Date" means, with respect to any subseries of the Series
19944 Bonds, any Period Rdjustment Date, any Conversion Date or any date on which
the Letter of Credit with reepect to such subseries of the Series 1994A Bonds is
replaced by a Letter of Credit issued by a different Bank.

A-12



"Market Agent" means the Init;al.xarket‘ngent unless and until a Substitute
Market Rgent Agreement is entered into, after which Market Agent will mean the
Substitute Market Agent.

"Market Agent Agreement" means the Market Agent Agreement, dated as of
December 1, 1994, among the Trustee, the Initial Market Agent and the Authority,
until and unless a Substitute Market Agent Agreement ig effective, after which
Market Agent Agreement will mean such Substitute Market Agent Agreement, in each
case as from time to time amended .ar aupplemented.

"Maturity," when used with respect to any Serles 1994A Bond, means the date
on which the principal thereof becomes due and payable, whether at its Stated
Maturity, by earlier redemption, by declaration of acceleration, or ctherwise.

"Maximum Rate,™ on any date of determinaticn, means (w) with respect to the
Buction Rate Securities rated “"Aaa® by Moody’s and having an Auction Period of
91-daye or lesa, the interest rate per annum egual tc the least of (a) the
product of the Applicable Percentage multiplied by the higher of (i) the After-
Tax Equivalent on such date and {ii) the Index ¢n such date, (b) the Index plus
2.50% and (c) sixteen percent (16%), (x) with respect to the Auction Rate
Securities rated less than "Aaa” by Mcody’s and having an Auction Pariod of 91=-
days or less, the interest rate per annum equal to the lesser of (a) the product
of  the Applicable Percentage multiplied by the higher of (i).the After-Tax
Equivalent on such date and {ii) the Index on such date, and (k) sixteen percent
(16%), (y) with respect to the Auction Rate Securities having an Auction Periocd
of more than %l~days, the preduct of the RApplicable Percentage multiplied by the
interest rate per annum equal to the "bond equivalent™ of the imputed yield on
U.S, Treasury Securities of similar maturities and (z) with respect to the Series
1994A Bondg bearing interest at a Variable Rate, sixteen percent {16%).

"Monthly Rate™ means, with feépect to any subseries of the Series 1994a
Bondse, the rate of interest borne by such aubserles of the Series 1954A Bonds
during any Monthly Rate Period. . .

"Monthly Rate Period" means an Interest Period which beglna on the first
Wednesday of a calendar month and .ends on the first Tuesday of the next
succeeding calendar month. :

"Moody’s" means Moody‘s Investors Service, Inc.

"No Arbitrage Certificate” means the certificate of the Authority, dated
the Date of Issuance, relating to the use of proceeds of the Series 19942 Bonds
and which sets forth the grounds for the Authority’s belief that the Series 1994A
Bonds are not "arbitrage bonds" within the meaning of the Code, including the
exhibits and schedules attached thereto.

"Non-Payment Rate," on any date of determination, means the interest rate
per annum equal to the lesger of (a) 265% of the Index on such date (as such
percentage may be adjusted as described - under the caption "AUCTION
PROCEDURES—Adjustment in Percentages Used to Determine Maximum, All-Hold and Non-
Payment Rates" in appendix F to this Offieial Statement) and (b) sixteen percent
{16%}. _

"Notice and Demand™ means a Notice of the Tender of Series 1994A Bonds
bearing interest at a Variable Rate,

"Order" shall have the meahing agcribed to such term under the caption
"AUCTION PROCEDURES—-Submission of Orders in Appendix F to this 0Official
Statement.

“Outstanding," when used with reference to the Bonds, means, as of any

date, all Bonds theretofore or thereupon being authentlcated and delivered under
the Resolutions except:
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{1} any Bond canceled by the applicable Trustee or delivered to such
Trustee for cancellation at or prior to such datej

(2) any Bond {or portion of a Bond) for the payment or redemption of
which there have been separately set aside and held in a special trust account
therefor either: (a} Moneys in an amount sufficient to effect payment of the
principal or applicable Redemption Price thersof, together with accrued interest
on such Bond teo the Redemption Date; or (b) Defeasance Securities in such
principal amounts, of such maturities, bearing such interest and otherwise having
such terms and @ualifications as are necessary to provide mcneys in an amount
sufficient to effect paywent when due of the principal or applicable Redemption
Price of such Bond, together with accrued interest on such Bond to the Redemption
Date; or {c) any combination of (a) and (b) above;

{3) any Bend in lieu of or in substitution for which other Bonds have
been avthenticated and delivered pursuant to the Resolutions; and

{4) any Bond deemed ta have been paid as provided in the General
Regolution.

vPeriod Adjustment Date™ means as to each subseries of the Series 19%4A
Bonds: the first day of any Interest Period for such subaeries of the Series
1954 Bonds unless such Interest Period and the immediately preceding Interest
Period are hoth Daily Rate Periods, Weekly Rate Periods, Monthly Rate Periode or

Aauction Periods; provided, that a Periocd Adjustment Date shall occur on any
Business Day.

"Person” means an individual, corporation, partnership, joint venture,
assoeiation, 4joint 4atock company, trust, unincorporated organization, or
government or agency orxr political subdiviesion thereof.

"Pledged Assets" means (i) the Eligible Loans and student loan notes
evidencing them; (ii) all moneys and securitieg from time to time held by the
Trustee under the terma of the Resoclutions (excluding the Rebate Fund and the
Series 1994A Excess Interest Fund); and (iii) all Revenues and Recoveries of
Prineipal, all as applicable to the Bondse.

“pPotential Holder" means any Person {including an Existing Holder that is
(i) a Broker-Dealer when dealing with the Auction Agent and (il) a potential
benesficial owner when dealing with a Brcker-~Dealer), who may be interested in
acquiring Auction Rate Securities (or, in the case of an Existing Holder thereof,
an additional principal amount of Auction Rate Securities).

"Program Expenses" means all of the Authority‘s expenses in carrying out
and administering its Student Loan Program under the Resolutions and shall
includa, without limiting the generality of the foregoing, Bond Placement Fees,
Letter of Credit Feesg, Auction Agent Fees, BroXker-Dealer Fees, sgalaries,
acguisition and servicing fees, supplies, utilities, mailing, labor, materials,
office rent or mortgage payment, maintenance, furnishings, equipment, machinery
and apparatus, telephone, insurance premiums, legal, accounting, management,
consulting and banking services and expenses, credit and liquidity facility fees
and expenses, fees and expenses of the Fiduciaries, Costs of Issuance not
otherwise paid or provided for from the proceeds of the Bonds, travel, and
payments for pension, retirement, health and hospitalization and life and
disakility insurance benefits, all to the extent properly allocable to the
Student Loan Frogram under the Resolutions.

"PSA™ means the Public Securities Association, its successors and assigns.

"FSA Index™ means on any date, a rate determined on the basis of the seven-
day high grade market index of tax-exempt variable rate demand obligations, as
produced by Municipal Market Data and published or made available by the PSA or
any Person acting in cooperation with or under the sponsorship of PSR and
acceptable to the Market Agent, and effective from such date.
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"Rate Adjustment Date" means, with respect to each subseries of the Series
1994A Baonds, any date on which the rate of interest borne by such subseries of
the Series 1994A Bonds is subject to change, which will be the first day of each
Interegt Period for such subseries of the Series 1994A Bonds.

"Rate Determination Date" means, with respect to each subseries of the
Series 1994A Bonde, any date on which the rate of interest to be borne by such
subseries of the Series 19944 Bonds for the succeeding Interest Period is
determined in accordance with the Series 1994A Supplemental Resolution. If a
scheduled Rate Determination Date is not a Business Day, the Rate Determination
Date for such subseries of the Series 1994A Bonds will be the next succeeding
Busginess Day.

"Rating™ means one of the rating categories of Moody’s or any other Rating
Agency, provided Moody‘s or any other Rating Agency, as the case may be, is
currently rating the Series 1994A Bonds.

"Rating Agency™ means Moody's and its successors and assigns and any other
Rating Agency requested by the Authority to maintain a Rating on any of the
Series 1994A Bonds.

"Rebate Amount" means the amount computed in accordance with the Tax
Regulatory Agreenent.

"Rebate Fund" means the Series 1994A Rebate Fund establisﬁed pursuant to
Series 1954A Supplemental Resolution, the rebate fund established for the Series
1992A&B Bonds and any rebate fund established for any Additional Bonds.

"Record Date" means (a) with respect to any subseries of the Series 15942
Bonds bearing interest at an Auction Rate, the Business Day immediately preceding
each Interest Payment Date for the Series 19942 Bonds, (b) with respect to any
subseries of the Series 1994A Bonds bearing interest at a Variable Rate, the
tenth (10th) day preceding each Interest Payment Date for the Series 1994A Bonds,
{¢) with respect ¢ any subseries of the Series 1994A Bonds bearing interest at
a Fixed Rate, the 15th day of the calendar month preceding each Interest Payment
Date for the Series 1994A Bonds and {d) with respect to any Additional Bonds, the
Record Date established for such Additional Bonds pursuant to the Supplemental
Resolution authorizing the issuance of such Additional Bonds.

"Recoveries of Principal™ means all amounte received by or on behalf of the
Authority or by the Trustee for the account of the Authority from or on account
of any Student Loan as a recovery of the prinecipal amount thereof, including
scheduled, delinguent and advance payments, c¢laim payments, payouts or
prepayments from the sale, assignment or other disposition therecf, in each case
te the extent such payments or proceeds are with respect to the principal of such
student Loan (or any other such student loans).

"Redemption Date" means the date upon which Bonds are to be called for
redemption pursuant to the Resolutions.

"Redemption Price”, when used with respect to any Bond to be redeemed,
means the price at which it is to be redeemed pursuant to the Resolutions.

"Registered Owner" or words of similar import, when used with reference to
a Bond, means any person in whose name the Bond is registered as provided in the
Resoluticns.

"Registrar” means Boatmen's First National Bank of Qklahoma, Oklahoma City,
Oklaheoma.

"Reimbursement Agreement"™ means any reimbursement agreement between the
Buthority and a Bank, approved as to form and execution by the trustees of the
Authority and entered into from time to time by the Authority, providing for the
iesnance of a Letter of Credit with respect to any subgeries of the Series 1994a
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Bonds in each case as such agreement is originally executed and as the same may
from time to time be amended or supplemented in accordance with its terms and
with the Sexies 19394a Supplemental Resolution.

"Remarketing Agent" means Smith Barney Inc., or any successcr to it as such
agent.

"Remarketing Agreement" means any Remarketing Agreement among the
Authority, the Remarketing Agent and the Trustee with respect to the Series 19%4a
Bonds, as originally executed and as from time to time amended or supplemented
in accordance with the terms thereof and with the Series 1994A Supplemental
Resolution. .

"Resclutions" means the General Resclution as supplemented, amended and
ratified, including by the Serieg 1994R Supplemental Resoclution.

"Revepues"” means all payments, proceeds, charges and other cash income
received by or an behalf of the Authority or by the Trustee for the account of
the Authority from or on account of any Student Loan or any other student loan
acquired by the Authority by the expenditure of amocunts in the Student Loan Fund
and held by the Trustee as part of the Trust Estate or a result of the sale or
alienation thereof, including scheduled, delinguent and advance payments of, and
any Guarantee or insurance proceeds with respect to, interest on any Guarantee
or principal on any Student Loan cr other student loan and any Special Allowance
Payment received by the Trustee, Authority or a Servicer with respect to any
Student Loan or any other student loane and all interest earned or gain realized
from the investment of amounts in any Account (other than amounts credited or
required to be deposited to the Rebate Fund), but excludes Recoveries of
Principal.

"Secretary” means the Secretary of the TUnited States Department of
Education or, if applicable, the Commissioner of Education of the United States
Department of Health, Education znd Welfare, along with any person succeeding to
the functions thereof pursuant to the Higher Education Act.

"Securjities Depository" means The Depository Trust Company and its
successors and assigns or if, (i) the then Securities Depository resigns from its
functions as depository of .the Seriez 1994A Bonds or (ii) the Aunthority
discontinues use of the Securities Depository pursuant the Series 1994a
Supplemental Resalution, any other securities depository which agrees to follow
the procedures required to be followed by a securities depository in connection

with the Series 1994A Bonds and which is selected by the Authority with the
consent of the Trustee.

"Securitias Exchange Act™ means the Securities Exchange Act of 1934, as
amended.

"Sell Order" shall have the meaning ascribed to such term under the caption
"AUCTION PROCEDURES—Submission of Orders™ in Appendix F to this Official
Statement. :

"geriesg ]952A Bonds" means the Anthority’s Student Loan Revenue Refunding
Bonds, Series 1992A (Federal Family Education Loan Program) authorized by the
Series 1992A&B Supplemental Resolution.

"Series 19924&8 Bonds" means, collectively, the Series 19924 EBonds and the
Series 1992B Bonds.

"Series 1992R Bonds™ means the Ruthority’s Student Loan Revenue Refunding
Bonds, Series 19928 (Federal Family Education Loan Program) auwthorized by the
Series 1992A&B Eupplemental Resolution.

"Series 19%92AKE Supplementai Resolution” means the Series 19923&B
Supplemental Bond Resclution supplemental and amendatory +ta the General
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Resolution, authorizing the issuance of the Series 19927 Bonds and the .Series
19923 Bonds. o '

"Serles 1994A Bonds™ means the ARuthority’s Student Loan Revenue Bonds,
Series 1994A authorized by the Series 1594A Supplemental Resoluticon and
consisting of the Series 1994A-1 Bonds and the Series 1994A-2 Bonds.

"Series 1994A Debt Service Reserve Account® means the Account by that name
created within the Student Loan Slnkxng Fund by the Series 1994A Supplemental
Resolution.

"Series 1994A Excess Interest Fund” means the fund by that name created by
the Series 1994A Supplemental Resolution.

"Serieg 199¢A Interest Account" meansa the Account‘by that name created
within the Student Loan $inking Fund by the Series 1994A Supplemental Resolution.

"Series 1994A Principal Account® means the Account by that name created
within the Student Loan Sinking Fund by the Series 1994A Supplemental Resolution.

"Series 1994A Rebate Fund" means the Fund by that name created by the
Series 19%94A Supplemental Resolution.

“Series 1994A Recoveries of Pzincipél“ ﬁaans Recoveriea of Principal
derived from Series 1994A Student Loans.

"Series 1994A Redemption Account” means the Account by that name created
within the Student Loan Sinking Fund by the Series 1994A Supplemental Resclution.

"Series 1994A Revenues" means Revenues derived from Series 1994A Student
Loans. ’

"Seriez 19%4A Student Loan Abcount"'meana the Series 1994a Student Lean
Account of the Student Loan Fund created by the Series 1994A Supplemental
Resolutiaon.

nSeries 1994A Student Loans" means Ellglble Loans financed with proceeds
of the Series 19942 Bonds, with Series 1994A Recoveries of Principal, with Series
1594A Revenues and with other moneys deposited to the Series 1994A Student-Loan
Account of the Student Loan Fund.

"Serios 1994A.Supplementa1 Resolution™ means the Series 1994A Supplemental
Bond Resolution, Whlch is supplemental and amendatory to the General Resolution,
authorizing the issuance of the Series 19%94A Bonds.

“Series 1994A-1 Bonds" means the Authority’s Student Loan Revenue Bonds,
Series 1994A-1 authorized by the Series 1994A Supplemental Resclution.

"Series 1994A-2 Bonds" means the Authoritf'a Student Loan Revenue Bonds,
Series 1994A-2 authorized by the Series 1954A Supplemental Rescolution.

"Servicer" means the Authority, acting as the servicer of the sStudent
Loans, or an entity appointed by the Authority, with the approval of Moody’s, as
such along with any successor to the functions thereof.

“"Special Allowance Paymenté" means special allowance payments authorized
to be made by the Secretary by Section 438 of the Higher Education Act, or
gimilar allowances authorized from time to time by federal law or regulations.

"State" means the State of Oklahoma, which is in addition the beneficiary
of the Authority. -

"State Guarantee Agency". means the Oklahoma State Regents for Higher
Bducation, an Egency of the State which administers the Student Educational
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Assistance ¥Pund  established pursuant +tto Title 70, Oklahoma Statutes 1981,
Sections 622 and 623, ag amended.

"Stated Maturity" means the date specified in the Series 19942 Bonds as the
fixed date on which principal of such Series 19942 Bonds ie due and payable.

TStatutory Corporate Tax Rate" means, as of any date of determination, the
highesgt tax bracket (expressed in decimals) now or hereafter applicable in each
taxable year on the income tax of every corporation as set forth in Section 11
of the Internal Revenue Code or any successor section, without regard to any
minimum additional tax provision or provisions regarding changes in rates during
a taxable year; the Statutory Corporate Tax Rate as of December 1, 1994, is 35%.

"Student Loan® means any LEligible Lovan acguired by the Authority by the
expenditure of amounts pledged under the Resolutions to secure the Bonds and held
by the Trustee ag part of the Trust Bstate.

"Student Loan Fund™ means the fund by that name created pursuant to the
General Resolution.

"Student Loan Program" or "Program® means the program, including loan
purchase contracts, for the financing of leoans for post-secondary education
established by the Authority, as the same may be amended from time to time
consistent with the Resclutions, but only to the extent that such program i=s
financed through' the issuance of Ronds or from amounts otherwise available out
of the moneys and assets held or pledged pursuant to the Resolutions.

"Student Loan Sinking Fund"™ means the fund by that name created pursuant
to the General Resolution.

"Sublmissioh Deadline® means 1:00 p.m., eastern time, on any Rate
Determination Date or such other time on any Rate Determination Date by which
Broker-PDealers are required to submit Orders to the Auction Agent as specified
by the Auction Agent f£from time to time.

"Submitted Bid" shall have the meaning ascribed to such term under the
caption "AUCTION PROCEGDURES—Submisgion of Orders™ in Rppendix F to thig Official
Statement.

nsubmitted Hold Order” shall have the meaning ascribed to such term under
the caption "AUCTION PROCEDURES-—Submission of Orders® in aAppendix F to +this
Official Statement.

"Submitted Order" shall have the meaning ascribed to such term under the
caption "AUCTION PROCEDURES—Submission of Qrders®™ in Appendix F to this Dfficial
Statement.

"Submitted Sell Order" shall have the meaning ascribed to such term under
the caption "AUCTION PROCEDURES—-Submission of Orders" in Appendix F to this
Official Statement. :

"Substitute Auction Agent" means the Person with whom the Trustee and the
Euthority enter into a Substitute Auction Rgent Agreement.

"Substitute Auction Agent Agreement” means an auction agent agreement
containing terms substantially similar to the terms of the Initial Auction Agent
Agreement, whereby a Person having the qualifications required by the Series
19942 Supplemental Resolution agrees with the Trustee and the BAuthority to

perform the duties of the Auction Agent under the Series 1994A Supplemental
Resolution.

"Substitute Market Agent" means the Person with whom the Trustee and the
Authority enter into a Substitute Market Agent Agreement.
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“Substitute Market Agent ' Agreement” means a market agent agreement
containing terms substantially similar to the terms of the Initial Market Agent
Agreement, whereby a Person having the qualifications reguired by the Series
1994A Supplemental Resolution agrees with the Trustees to perform the duties of
the Market Agent under the Series 1594A -Supplemental Resolution. .

"Sufficient Clearlng Bids” shall have the meaning ascribed to such term
under the caption "AUCTION PROCEDURES—SubmlSSLOH of Orders“ 111Appendlx F tO‘thlB
Official Statement. : ; . .

"Swap Agreement“ means an lnterest rate swap agreement between the
huthorlty and a Swap Counterparty, .as originally executed and as amended or
supplemented, or other interest rate hedge agreement between the Authority and
a Swap Counterparty, as oridginally executed and as amended or supplemented, in
each case approved in writing by each of the Rating Agencies, for the purpose of
converting in whole or in part the Authority’s variable interest rate liability
on all or any portion of any series of the Series 1994A Bonds bearing interest
at a variable rate of interesat to another wvariable interest rate liability or to
a fixed interest rate liability, or for the purpcee of converting in whole or in
part the Authority’s fixed interest rate -liability on all or any portion of any
gerieg of the Series 1994A Bonds bearing interest:at a fixed rate to another
fixed interest rate liability or to a variable interest rate liability. &any Swap
Agreement must be approved by -each Rating Agency maintaining a Rating on any
gseries of the Bonds and each Rating Agency must confirm that such Swap. Agreement
will not result in a redugtion or withdrawal of its then current Rating on any
series of the Bonds and as of the date that the Authority enters into a Swap
Agreement, either tHe Swap Counterparty or the issuer of the Swap Counterparty
Guarantee related thereto nust. be rated in- the hlghest rating category eee;gned
by Moody’s.

"Swap Counterparty” means any Person with whom the Authority shall, from
time to time, enter into a Swap Agreement. .

"Swap 00unterparty Guarantee“ means a guarantee in faveor of the Authority
given in connection with the execution and delivery of a Swap Agreement.

"rax Regulatory AgreementP means the Tax Regulatory‘hgreement, dated as of
December 1, 1994, by and between the Authority and the Trustee. : .

"Termination Date" means the date on which the Letter of Credit is
terminated in accordance wmth the terms and provisions of the related
Reimbursement Agreement. ' .

"Trust Agreement“ neang the Trust Agreement, dated as of December 1, 1994,
between the Authority and. the Trustee with respect to the Series 1994A Bonds.

"Trust Indenture" means that certain trust indenture dated as of the 2nd
.day of Rugust; 197Z, providing for the establishment of the Authority pursuant
to the Act, for the benefit of the State and the beneficial interest of whzch,waa
accepted by the Governor of the State on August 2, 1972.

"Trustee" means Boatmen’s First ‘National Bank of Oklahoma, Cklahoma city,
Oklahoma, appointed as Trustee for the Series 1994A Bonds pursuant to the Trust
Agreement and the Series 1994A Sapplemental Resolution.

"Underwriter" meane'SmithlBatney.Inc.

"Variable Rate" means, with-respect. to each subseries of the Seriea 19944
Bonds, a Daily Rate, a Weekly Rate, a Monthly Rate or a Long Rate borne by such
gubseries of the Series 1994A Bonds commencing on the Period Adjustment Date for
such subseries of the Series 1994A Bonds establishing the Variable Rate, and
continuing until a Period Adjustment Date establishing an Auction Rate or the
Conversion Date for such subseries of the Series 1594R Bonds and determined in
accordance with the Series 1994A Supplemental Resolution.
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"Weekly Rate" means, with respect to any subseries of the Series 19%4A
Bondg, the rate of interest borne by such subseries of the Seriese 1954A Bonda
during any Weekly Rate Period. ’

"Weekly Rate Pericd" means an Interest Period which begins on any Wednesday
and ends on the next succeeding Tuesday.

"winning Bid Rate™ shall have the meaning ascribed to such term under the
caption "AUCTION PROCEDURES-Determination of Sufficient Clearing Bids and Auction
Rate" in Appendix F to this Official Statement.

Words importing the masculine gender include the feminine gender. Words
importing persons include firms, asscociations and corporaticns. Words importing
the singular number include the plural nunber and vice vexrsa.

LIMITED OELIGATION OF THE AUTHORITY

The Buthority will not be obligated to pay the Debt Cbligations, including
the Bonds, or the interest thereon except from the property and income pledged
ag set forth in the Resolutions and no recourse may be had for the payment of the
principal thereof or interest thereon against the State, the Authority, cor the
trustees of the Authority or against the property or funds of the State ar the

Buthority or such trusteesg, except to the extent of the property and income
pledged expressly thereto.

GENERAL TERMS OF BONDS

211 the Bonds are negotiable subject to the provisgions for registraticn,
transfer and exchange contained therein and in the Resolutions. So long as any
of the Bonds remain outstanding, the Authority will maintain and keep, at the
prinecipal or corporate trust office of a registrar, which may be cne or more
banks or truat companies or national banking aggociations appointed by the
Authority, books for the registration, transfer and exchange of Bonds. Upon
Ppresentation thereof for such purposze at said office, the Buthority will register
or cause to be registered in such books, and permit to be transferred thereon,
any Bond under such reasonable regulations as it ar the registrar may precscribe;
provided that no Bonds may be transferred on or subsegquent to the Record Date
with respect to any Redemption Date applicable thereto.

FUNDS AND ACCOUNTS
Funds and Accounts. (A} Pursuant to the General Resolution, the following
trust funds were created with respect to the Authority’'s Debt Chligations,
including the Bonds:
(1) student Loan Fund; and
{2) Student Loan Sinking Fund.

(B} Pursuant to the Series 19943 Supplemental Resclution, the following
trust accountz and subaccounts were oreated with respeoct to the Series 1994A
Bonds:

(1) Within the SsStudent Loan Fund, the Series 19942 Student Loan
Account; and

{2} Within the Student Loan Sinking Fund, the Series 19%4a
Prinecipal Account, the Series 1994A Interest Account, the Series 19%4a
Redemption Account and the Series 1994A Debt Service Reserve Account.

The Authority also established and created the Series 1994A Rebate Fund and

the Series 1594A Excess Interest Fund pursuant to the Series 19942 Supplemental
Resolution. The Series 1994A Rebate Fund and the Series 19%4A Excess Interest

a-20




Fund are not pledged to, and do not serve as security for, the payment of the
Bonds.,

Series 1994A Student Loan Account. The Series 15%4A sStudent Loan Account
will be funded with proceeds of the Series 19942 Bonds and with moneys
contributed by Authority as described under the caption "ESTIMATED SOURCES AND
USES OF FUNDS" in thig Official Statement. Except as gset forth below, amounts
on deposit in the Series 1994A Student Loan Account will be used to finance
Eligible Loans. The Series 1994A Student Loan Account will also receive Series
1994A Recoveries of Principal transferred from the Series 1994a Principal
heeount, Series 1994A Revenues transferred to the Series 1994A Student Loan
Aecount, and Series 1994R Student Loans financed with moneys of the Authority,
with proceeds of the Series 1994A Bonde, with Series 1994A Recoveries of
Principal and with Series 1594A Revenues on deposit from time to time in the
Series 1994A Student Loan Account and from the Series 1994A Redemption Account.

Amounts on depoeit in the Serieg 1994A Student Loan Account will be used
to finance Eligible Loans until September 1, 1987; provided, however, if the
Authority delivers to Moody’'s a Cash Flow Certificate which indicates that the
continued financing of Eligible Loans would not redoce or impair the rating on
the Bonds, the Authority will. be able to continue to finance Eligible Loans
through the date specified in such Cash Flow Certificate. 1In addition, moneys
or Eligible Loans may be transferred to other BAccounts from the Series 193%4A
Student Loan Account asg specified under the caption "Parity of Bonds" below.

Eligible Loans in the Series 1994A Student Loan Account will be
financed with original proceeds of the Series 1994A Bonds prior to the use of
other moneys transferred to the Series 1994A Student Loan Fund. Any original
proceeds of the Series 1994A Bonds remaining in the Series 1994A Student Loan
Account on the first Business Day after Rpril 1, 1995 will be transferred tc the
Series 1994A Redemption Account and used to redeem Series 19942 Bonds; provided,
however, if the Authority shall deliver to Moody‘s a Cash Flow Certificate which
indicates that the continued financing of Eligible Loans with original proceeds
of the Series 1994A Bonds would not result in a reduction or withdrawal of the
rating on the Bonds, the Authority will be able to continue to finance Eligible
Loang with original proceeds of the Series 1994A Bonds through the date sp201fxed
in such Cash Flow Certificate. In addition, .if moneys on deposgit in the Series
1994A Student Loan Account cannot be used to finance Eligible Loans and are
invested (other than for periods pending transfer to an investment agreemsnt) at
a rate of interest less than the rate assumed therefor in the Closing Cash Flow
Projection, then an Autheorized Officer of the Authority will immediately give
notice thereof to the Trustee,: and unless the Authority will deliver to the
Trustee within 12 months théreof a Cash Flow Certificate, the Trustee will
immediately transfer such moneys to the Series 1994A Redemption Account.

Amounts in the Series 1594a Student Loan Account will not be used to
acquire Eligible Loans from a party other than the Authority unless at the time
of such acquisition the transferring party representz to the Authority that any
such Eligible Loans will be transferred free and c¢lear of any lien and such
transferring party agrees to repurchase any such Eligible Loan or lean believed
to be an Eligible Loan which does not comply with the provisions of the
Resolutions or the Higher Education Act or with regard to which any
representation made by the transferring party will be determined to be inaccurate
or untrue in any material way. Series 139944 Student Loans will be held by the
Trustee or its agent or bailee (including the Custodian and the Servicer) and
rledged to and accounted for as a part of the Series 1994A Student Loan Account.

Series 1994A Principal Account, Series 1994A Interest Account, Series 1994A
Redemption Account and Series 1594A Debt Service Reserve Account. Except as
provided below, moneys in the Series 1994A Principal Recount, the Series 1994a
Interest Account, the Series 19543 Redemption Account and the Series 1954A Debt
Service Reserve Account will be used solely for the payment af the principal of
and premium, if any, and interest on the Series 19%4A Bonds or any amounts due
on any Swap Agreements. Money in the Series 1994A Principal Account, the Series
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19942 Interest Becounkt, the Series 1994A Redemption Account and the Series 1994A
Debt Service Reserve Account will be kept separate and apart from all other Funds
and will be used and transferred by the Trustee, except as provided in the Series
1984a sSupplemental Resolution, to other Funds or Persons as gpecified under the
caption "Parity of Eonds"® below. The Series 1994h Principal Becount, the series
1994 Interest Rccount, the Series 18943 Redemption Account and the Series 1994a
Debt Service Raserve Account will receive Series 1994A Revenues and Series 1994A
Recoveries of Principal as set forth below.

{1) Series 19894A Principal Account., The Series 1994h Tnterest
Account will initially be funded with proceeds of the Series 1994A Bond as
described under the caption "ESTIMATED SOURCES AND USES OF FUNDS" in this
official Statement. In addition, the Serieg 1994A Principal Account will
receive Seriees 1994A Recoveries of Principal and amounts from the Series
15942 Redemption Rccount. Bmounts on deposit in the Series 15943
Prineipal Account will be used to pay principal, when due, on the Series
1954a Bonds. To the extent amounts on deposit in the Series 18944
Principal Account exceed amcounts necessary to pay prineipal on the Series
1994A Bonds on the next principal payment date, such amounts will be
transferred to the Series 19942 Student Loan Account; provided, however,
on and after September 1, 1997, unless the Authority is permitted to
¢ontinue +t¢ finance Eligible Loans, such excess amounts will ke
transferred to the Series 1994A Redemption Account. In the event amounts
on deposit in the Series 19%4A Principal Account are insufficient to pay
principal on the Series 1%394A Bonds, the Trustee will transf=r amounts to
the Series 1994A Principal Account as described under the capticn "Parity
of Bonds" below. In addition, moneys may be transferred to other Accounts
from the Series 1594A Principal Account as described under the caption
"Parity of Bonds" below.

(iiy Series 1994A Interest Account. The Series 19%4A Interest
Account. will receive Series 19947 Revenues relating to the Series 1994A
Student Loans and any Counterparty Swap Payments. Amounts on deposit in
the Series 19%94A Interest Acocount will be used to pay interest, when due,
on the Series 1994A Bonds and any Authority Swap Pavmenta. In the event
amounts on deposit in the Series 1994a Interest Account are insufficient
to pay interest on the Series 1994A Bonds and any Authority sSwap Payments,
the Trustee will transfer amounts to the Series 19%4A Interest Rccount as
described under the caption "Parity of Bonds™ below. In addition, moneys
may be transferred to other Accounts from the Series 1594A Interest
Account as descriked under the caption "Parity of Bonds" below.

{iii) Series ]594A Redemption Account. The Trustee will deposit to
the Series 1994A Redemption Account all amounts reguired to be transferred
to the Seriegs 1994A Redemption Account from the Series 1994A Student Loan
Account and the Series 1994A Prinvipal Account. The Trustee will use
moneys in the Series 1954A Redemption Account to redeem Series 19544 Bonds
on & pro-rata basis. To the extent amounts on deposit in the Series 1884n
Redemption Rccount are not used +o redeem Series 1994A Bonds, the Trustee
may, upon direction of the Authority, transzfer such funds to the Series
1994A Principal Acecount; provided, howevez, that such amounts traunsferred
may only be used to pay the prinecipal of the Series 1954h Bonds. In
addition, moneyes may be transferred to other Accounts from the Series

19947 Redemption Account as described under the caption "Parity of Bonda*
below.

{iv} Series 1994A Debt Service Reserve Account, The Series 19943
Debt Service Reserve Account will be funded in the amount of the Debt
Service Reserve Reguirement for the Series 19942 Bonds from proceeds of
the Series 19242 Bond as described under the caption "ESTIMATED SOURCES
AND USES OF FUONDS”™ in this Official Statement. In addition, there will
also be deposited into the Series 1994A Debt Service Recserve Bcecount all
other moneys required to be deposited therein pursuant to the Series 1994A
Supplemental Resclution and all other moneys received by the Trustee when
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accompanied by directicns not inconsistent with the Series 15942
Supplemental Resolution that such moneys are teo be paid into the Series
1994A Debt Service Reserve Account. 2Amounts on deposgit in the Series
19944 Debt Service Reserve Agcount will be used to pay the principal -of
and interest on the Bonds to the extent amounts on deposit in the Accounts
established for the Bonds are insufficient to make such payments as
described under the caption "Parity of Bonds" below. Interest and other
income received on investments of Series 1994A Debt Service Resgerve
Account moneys will be retained therein; provided, however, in no event
will moneys on deposit in the Series 1994A Debt Service Reserve Account
exceed the Debt Service Reserve Requirement with respect +to the Series
1994A Bonds. In the event amounts on deposit in the Series 1994A Debt
Service Reserve Account exceed the Debt Service Reserve Requirement with
regpect to the Series 1994A Bondsa, such amountsg will be transferred to the
Series 1994A Interest Account, in such manner as the Authority directs.
Anything in the Series 1994A Supplemental Resclution te the contrary
notwithstanding, moneys on deposit in the Series 1994A Debt Service
Reserve Account will be invested s¢ as not to be in vielation of the yield
restrictions set forth in the Tax Regulatory Agreement. Investments in
the Series 199424 Debt Service Reserve Account will be valued on each
Interest Payment Date in the manner aset forth in the General Resclution.

. If any such valuation reveals that the value of such investments is less
than the Debt Service Reserve Requirement with respect to the Serieg 1994n
Bonds then Outstanding, the Trustee will immediately notify the Authority
of the amount of the difference between the amount derived by such
valuation and the Debt Service Reserve Requirement with respect to the
Series 1594A Bonds, which difference will be deposited in the Serieg 15944
Debt Service Reserve Account in the manner set forth below.

Upen the occurrence of an Event of Default under the Resolutions, as
geet forth in the General Resclution, and the exercise by the Trustee of
the remedy specified in the General Resolution, any moneys in the Series
1994A Debt Service Reserve Account will be applied in accordance with the
General Resolution. On the final maturity date of the Series 1994A Bonds
any moneys in the Series 1994A Debt Service Reserve Account may be used to
pay the principal of and interest on the Series 19942 Bonds' on such final
Maturity date. In the event of the redemption of the Series 19942 Bonds
in whole, any moneys in the Series 1994A Debt Service Reserve Account will
be transferred to the Series 1994A Redemption Account and applied to the
payment of the principal of, premium, if any, and interest on the Series
19948 Bonds. '

At such times as .moneys are to be transferred out of the Series
15948 Debt Service Reserve RAccount for depozit intc the Series 1994A
Principal Account or the Series 19%94A Interest Account, the Trustee will
use cash or Investment Securities in such oxder of pricrity as the
authority directs. If no Authority direction has been received, the
Trustee will determine the priocrity of use of amounts in the Series 19542
Debt Service Reserve Account.

In the event of a deficiency in the Debt Service Reserve Reguirement
with respect to the Series 19943 Bonds, then the Series 1994A Debt Service
Reserve Account will be replenished from Series 1994A Revenues, Series
19943 Recoveries of Principal and other available moneys held under the
Trust Estate within twelve (12) monthe from the date of such deficiency.

The Student Loan Sipnking Fund. The Authority will cause all Series 19%4a
Revenues and Counterparty Swap Payments to be deposited promptly with the Trustee
in the Student Loan Sinking Fund. There will also be deposited in the Student
Loan Sinking Fend any amounte required to be deposgited therein pursuant to any
Supplemental Resolution and any other amounts available therefor and determined
by the Buthority to be deposited therein from time to time.
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The Series 1994A Revenues and Counterparty Swap Payments credited to the
Student Leoan Sinking Fund, net of amounts paid to any Guarantor in respect of
Claim Adjustments, will be paid cut of the Student Loan Sinking Fund at the
directicn of the Ruthority as follows and in the following order of priority:

First: On each Interest Payment Date, into the Series 1994A Rebate
Pund and the Serles 19%94A Excess Interest Fund, as appropriate, an
amount which, when added to the amount tc be calculated by the
Authority, already within the Series 1994A Rebate Fund and the
Series 19942 Excess Interest Fund, as appropriate, w:.ll equal the
amount reguired to be on depasit therein.

Second: On each Interest Payment Date or other Redemption Date into
the Series 1994A Interest Account the amcunt, if any, which when
added to the amount already within the Series 19943 Interest Account
will be sufficient to pay the interest due on the Series 1994A Bonds
or any Ruthority Swap Payments due on such date and into the Series
1994a Principal Account and the Series 1994A Redemption Account the
amount, if any, which when added to the amount already on deposit in
the Series 1994Aa Principal Account and the Series 1994A Redemption
Account will be sufficient to pay the principal and redemption
premiomm, if any, due on any of the Series 1994A Bonds on maturity or
upon redempition prior to maturity on such date, as applicable.

rhird: On the date any current servicing fees with respect ta the
Series 1994R Student Loans are due and payable, pay to the Servicer
{or reimburse the Buthority for) such servicing fees,

Fourth: On the date any current Program Expenses with respect teo
the Seriesg 19942 Bonds are due and payable, pay to the Persons due
such Program Expenses the amount of the Program Expenses and on the
first Business Day occurring in each menth after the delivery of the
Series 1994A Bonds, to the Authority the amount, if any, necessary
to reimburse the Authority for any Program Expenses paid by the

Authority, and not previously pald or reimbursed from the Student
Laoan Sinking Fund.

Fifth: On each Interest Payment Date, inte the Series 1994A Debt
Service Reserve Account amounts necessary to reestablish the Debt
Service Reserve Requirement with respect to the Series 1994A Bonds
after giving effect to the above transfers.

Sixth: On each Interest Payment Date, unless determined otherwise
by the Authority (including as provided in "Seventh" below) into the
Series 19%4a Student Loan Acccunt all remaining Series 1994A
Revenues and Counterparty Swap Payments in the Student Loan Sinking
Fund after giving effect +o the above transfers.

Seventh: Unless otherwise provided in any Supplemental Resolution
authorizing Bonde, on each Interest Payment Date when the amounts on
deposit in the all of the Punds, Accounts and subaccounts for the
Series 1992A&E Bonds, the Series 1994A Bonds and any Additional
Bonds, as certified to by an Authorized Cfficer, other than the
Rebate Fund, the Series 1994A Rebate Fund or the Series 19947 Excess
Interest PFund, excesed 108% of the principal amount and accrued
interest of the Outstanding Bonds, then the amounts abave such 108%
may be transferred to the BAuthority, at the direction of the
Ruthority, free and clear of the lien or the pledge of the
Resolutions.

Notwithstanding the provisions described above, no payments will be
required to be made into the Student Loan Sinking Fund for so long as the amount
on deposit therein together with amounts on deposit in the Student Loan Pund
(exclusive of Eligibkle Loans therein) will be sufficient to pay ail Outstanding
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Bonds as evidenced by a Certificate of an Buthorized Officer, and any Revénues
or Recoveries of Principal thereafter received by the Authority may be applied
tc any purpose of the Authority in conformity with the Act free and clear of the
lien or the pledge of the Resolutiens. '

Parity of Bonds In order to achieve parity between the Series 1592Aa&B
Bonds, the Series 19%4A Bonds and any Additional RBonds, if moneys in the
principal or interest accounts established for any series of Bondas are
insufficient to pay the maturing principal of or .interest.on such Bonds or any
Ruthority Swap Payments, the Trustee for such .series of Bonds will use moneys
from the Trust Estate established by the Resolutions. (including  moneys
transferred from the trustees for other series of Bonds) to make such payments
as determined by an Authorized Officer of the Authority, or, if no instructicns
are received from an Authorized Officer of the Authority, in the following order
of priority: . :

(a) Moneys within the reserve account established within the Trust
Estate for gsuch series of Bonds; .

(b) Moneys transferred to the Trustee from any reserve account
established within the Trust Estate for any other series of Bonds issued
pursuant to the Resolutions; ’

() Moneys within the interest account established within the
Trust Estate for such series of Bonds {which moneys are not being held for
the payment of the interest cn Bonds due within six months from such
rroposed transfer date);

(d) Moneys within the principal account established within the
Trust Estate for ‘such series of Bonds (which moneys are not being held for
the payment of the principal of Bonds dQue within one year from such
proposed transfer date); : .

{e) Moneys within the'redeﬁption account established within the
Trust Estate for such series of Bonds (which moneys are not being held for
the payment of Bonds for which a notice of redemption has previously been
given); '

(£} Moneys, but. not Eligible Loaﬁs, withfﬁ' the student loan
account estab;ished within the Trust Estate for such series of Bonds;

{9} Moneys transferred to the Trustee from any interest account
established within the. Trust Estate for any other series of Honds issued
pursuant to the Resoclutions (which moneys are not being held for the
payment of -the interest on Bonds due within six months frem such proposed
transfer date); : .

{h} Moneys transferred to the Trustee from any principal account
established within the Trust Estate for any other series of Bonds issued
pursuant to the Resolutions (which moneys are not being held for the
payment of the principal of Bonds due within one year from such proposed
transfer date); ' '

. (i) Moneys transferred to the Trustee from any redemption account
established within the Trust Estate for any other series of Bonds issued
pursuant to the Resolutions (which moneys are not being held for the
payment of Bonds for which a notice of redemption has previcusly been
given); oo :

(3 Moneye, but not Eliéible'Ldans, transferred to the Trustee

from any student loan account established within the Trust Estate for any
other series of Bonds issued pursuant to the Regolutions; : :
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(k) Proceeds from the sale of Eligible Loans held within the
gtudent loan account established with the Trust Estate for such series of
Bondga; and ’

(1) Proceeds tranaferred to the Trustee from the sale of Eligible
Loans held within any student loan account established with the Trust
Estate for any other series of Bonds.

Bach trustee for a series of the Bonde issued pursuant to the Hesolutions is
directed to cooperate in the transfer of moneys within the Trust Estate to
provide for the prompt payment of the principal of and interest on all Bonds.

COVENRNTS OF THE AUTHORITY END THE TRUSTEE

Payment of Debt Obligations. The Authority will duly and punctually pay
or cause to be paid, the principal, Redemption Price of every Debt Obligatiom,
including every Bond, and the interest thereon, at the date and places and in the
manner stated in the Debt Obligations, aceording to the true intent and meaning
thereof.

Extension of Payment of Debt Obligations. The AButhority will not directly
or indirectly extend or assent to the extension of the maturity of any of the
Debt Obligations, including the Bonds, or the time of payment of any claims for
interest by the Registered Owner of such Debt Obligations or by any other
arrangement and in the event that the maturity of any of the Debt Obligations or
the time for payment of any claims for interest will be extended, such Debt
Obligations or claims for interest will not be entitled to the benefit of the
Resclutions or to any payment out of the Funds or Accounts established pursuant
to the Resolutiong, including the investments, if any, thereof, or out of any
asgets or revenues pledged under the Resolutions prior to the benefits accorded
to or the payment of the principal of all Debt Obligations the maturity of which
has not been extended and of such portion of the accrued interest on the Debt
Obligations as will not be represented by such claims for interest. Nothing
described under this heading will be deemed to limit the right of the Authority
to iesue refunding bonds and such issuzance will not be deemed to constitute an
extension of maturity of the Debt Obligations.

Power to Issue Debt Obligations and Pledge Revenues, Accounts and Other
Propeorty. The authority is duly authorized under all applicable laws to
authorize and issue the Debt Obligations, including the Bonds, and to adopt the
Resolutions and to pledge the aseets and revenues in the wmanner and to the extent
provided in the Resolutions. The assets and revenues to be so pledged are and
will be free and clear of any pledge, lien, charge or encumbrance thereon, except
for the pledge created by the Resolutionsz, and all corporate or other action on
the part of the Authority to that end has been and will be duly and validly
taken. The Debt Obligations and the provisions of the Resolutions are and will
be the valid and legally enforceable ohligations of the Authority in accordance
with their respective terms and the terms of the Resolutions. The Authority will
at all times, to the extent permitted by law, defend, preserve and protect the
Pledge of the Pledged Assets, including all Recoveries of Principal and Revenues
and other assets and revenues, including rights therein pledged under the
Resolutions, and all the rights of the Registered Owners of the Debt Obligaticns
under the Resolutions againat all ¢laims and demands of all persons whomsoever.

Swap Agreements; Counterparty Swap Payments; Ruthority Swap Payments. The
Authority authorizes and directs the Trustee to acknowledge and agree to any Swap
Agreement entered into by the Puthority and a Swap Counterparty under which
(2} the Authority may be required to make, from time to time, Authority Swap
Payments and {b) the Trustee may receive, from time to time, Counterparty Swap
Payments for the account of the Ruthority. The Authority shall neot execute and
deliver any Swap Agreement unless at the time of entering into such Swap
Agreement {i) the consent of the Bank is obtained, if applicable, and {(ii} upon
execution and delivery of such Swap Agreement the noticnal amount of such Swap
Agreement, together with the notional amcunts of any other Swap Agrecments

A=26




outstanding at such time, does not exceed the aggregate principal amount of
Serieg 1994A Bondg Qutstanding at euch time. In connection with the execution
of a Swap Agreement, the Trustee, on behalf of the Swap Counterparty, shall waive
in the Supplemental Resolution executed in connection with the Swap Agreement any
and all rights which the Swap counterparty may have to receive any amounts
realized by the Trustee from foreclosure upon the Trust Estate consisting of any
Swap Agreement and any Swap Counterparty Guarantee.h

No later than the Buslness Day lmmedxately precedlng each date on wh;ch a
Counterparty Swap Payment or Authority Swap Payment is due pursuant te the
applicable Swap Agreement through and. including the termination date of a Swap
Agreement, the Authority shall give written notice to the Trustee stating either
(a) the amount of any Counterparty Swap Payment due to be reee;ved.hy the Trustee
for the account of the Authority no later than such Interest Payment Date or
(b) the amount of any Authority Swap Payment to be paid to the Swap Counterparty
on such Interest Payment Date. If the Trusteéee fails to receive such written
notification from the Authority by the end of such Business Day; it shall
immediately notify the Authority of such fact in writing.

On any Business Day on which a Counterparty Swap Payment is due pursuant
to the applicable Swap Agreement in accordance with' the written notification
received from the Authority, the Trustee shall deposit all moneys received
representxng such Counterparty Swap Payment in the Student Loan Sinking Fund to
be applied in accordance with the provisions described under the caption "FURDS
AND ACCOUNTS—The student Loan sSinking Fund” in this Appendix A. The Trustee
shall notify the Authority on such Business Day, if (a) the amount received from
the BSwap Counterparty is not ‘egqual to the amount gpecified in the written
notification of the Authority, (b) no. amount is received from the sSwap
Counterparty or (c} the amnunt recelved‘ls not recelved in freely transferable
funds. . . o

On any date with rxespect to which an Authority Swap Payment is due in
accordance with the written notification receivéed from the Authority or, with
respect to a payment in respect of an early termination date, from the Swap
Counterparty, the Trustee shall make payment to the Swap Counterparty from moneys
in the Series 19943 Interest Account of the Student Loan Sinking Fund of the
amount of the ARuthority Swap Payment specified in such written notification of
the Authority or the Swap Counterparty, as the case may be, due on such date by
the deposit or wire tranafer of freely tfansferable funds to the credit of the
account of the Swap Counterparty specified in such written notification of the
Authority or the Swap COunterparty. as the caae may be.,

Nothing in the Series 19943 Supplemental RESOlutan‘prOhlbLtS, or will be
construed as prohibiting, an Authority Swap Payment or Counterparty Swap Payment
from being made on a date other than an Interest Payment Date.

Further Assurances. At any and all times the Authority will, so far as it
may be authorized by law; pass, make, do, execute, acknowledge and deliver, all
and every such further resclutions, acts, deeds, conveyancesg,, ass;gnments,
transfers 'and assurances as may be necessary or desirable for the- better
assuring, conveying, granting, pledging, asslgnlng and confirming all and
singular the rights, Revenues, Recoveries of Prinecipal and asgets pledged or
assigned, or intended so to be, or which the Buthority may beccme bound to pledge
or assign. ,

Tax Cowvenants. The Buthority covenants that it will not take any action
or inaction, or fail to take any action, or permit any action to be taken on its
behalf  or cause or permit any circumstance within its control to arise or
continue, if any such action or inaction would adversely affect ‘the exclusion
from grogse income for federal income tax purposes of the interest on the Bonds
under Section 103 of the Code. In furtherance of the foregeing covenants, the
Authority covenants to comply with the Tax Regulatory Agreement.
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Student Loan Program. (R) The Authority will from time to time, with all
practical dispatch and in a sound and economical manner consistent in all
respects with the provisions of the Resolutions, and sound banking practices and
principles, (i) use and apply proceeds of the Debt Obligations, including the
Bonds, and moneys in the Student Loan Fund, including the Series 1994a Student
Loan Reccount, to the extent not reasonably or otherwise required for other
purposes of the Student Leoan Program, to purchase Student Loans pursuant to the
Resolutions or to pay other cobligations of the Authority required to be paid
under the Resclutiong, {ii) do all such acts and things az are necessgary to
receive and collect Revepues (including Special B3Allowance Payments) and
Recoveries of Principal sufficient to pay the expenses of the Student Leoan
Program and (iii) diligently enforce, and take all steps, actions and proceedings
reasonably necessary in the judgement of the Authority to protect its rights with
respect to, to maintain any insurance om, and to -enforce all terms, covenants and
conditions of Student Loana and other student loans acguired by the Authority by
the expenditure of amcunts in the Student Loan Fund and held by the Trustee as
part of the Trust Estate.

(B) For so lang as any Debt Obligations are outstanding, the Authority will
administer the Student Loan Program in such manner as to ensure that the Student
Loan program and the Student Loans will benefit, to the optimum extent, from the
Guarantee Program and the federal program of reimbursement for student loans
pursuant to the Higher Education Act.

(C) The Authority may et any time sell, assign, transfer, exchange or
ctherwise dispose of an Eligible Loan and other student loans acquired by the
Authority by the expenditure of amounts in the Student Loan Fund and held by the
Trustee as part of the Trust Estate provided that the Certificate of an
Authorized Officer has been filed with the Trustee stating that the price
received for such loans is not less than the aggregate amount of (a) outstanding
principal, (b) accrued borrower and other contractually required payments and (c}
unamortized premium, if any, paid by the Authority in connection therewith or is
for collection or consolidation purpeses. If substantially all of the Eligible
Loans and other student loans held as part of the Trust Estate are sold, the
Authority may, at its option, redeem all or part of the Debt Obligations,
including the Series 1994A Bonds, as described under the caption "DESCRIPTION OF
THE SERIES 1994A BONDS—Redemption Provisions" in the Offic¢ial Statement.

Issuance of Additional Obligations. (R) The Authority will not create or
permit the creation of or issue any cbligations or oreate any additional
indebtedness which will be secured by a superior charge and lien on the revenues
and assets pledged under the Resolutions, except for parity obligations permitted
by a supplemental resolution, or obligations the proceeds of which are applied
to pay the debt obligations in full.

(B) The Authority expressly reserves the right to adopt or enter into one
or more supplemental resclutions for its purposes, including the purposes of the
Student Loan Program, and reserves the right to issue Additional Debt Obligations
for such purposes, which obligations will be secured under the General Resolution
and such supplemental resolution.

Collection and Assignment of Eligible Loans. The Authority and the Trustee
will diligently collect or cause to be collected all principal and interest
payments on all the Student Loans and other student leans acguired by the
authority by the expenditure of amounts in the Student Loan Fund, including the
Series 1934A sStudent Loan Recount, and held by the Trustee as part of the Trust
Estate, and all other sums to which the Authority is entitled pursuant to the
provisions of any Loan Purchase Contracts, and all grante, subgidies, donationa,
Special Allowance Payments and all Guarantee payments which reliate to such
student Loans and other student loans acquired by the Authority by the
expenditure of amounts in the Student Loan Fund, including the Series 1554a
Student Loan Account, and the Authority and the Trustee will make every effort
to perfect the Authority’s and the Trustee’s claims for payment from the
Guarantor, as socon ag possible, of all payments related to such Student’ Loans.
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The Authority and the Trustee will assign such Student Loans for payment of
Guarantee benefits within the required period wunder applicable law and
regulatiene. The Authority and the Trustee will comply with all United States
and State statutes, rules and regulations which apply to the Authority’s Student
Loan Program and to such Student Loans.’ :

Administration, Collection and Enforcement of Student Loans. The Zuthority
will cauge all Student Loans and other student loans acquired by the Zuthority
by the oxpenditure of ameunts in the Student Loan Fund, including the Series
1994A Student Loan Acdount, to be held by the Trustee as part of the Trust Estate
and to be administered and ccllected either by the Authority or by a Servicer
selected by the Authority in a competent, diligent and orderly fashion and in
accordance with all requirements of the Higher Education Act, the Secretary of
Eduration, each Guarantor, the Resolution, a Guarantee Agreement, the Guarantee
Program and the Guarantor’s Federal Reimbursement Contracte. The Authority and
the Trustee will diligently enforce, or cause to be diligently enforced, all
terms, covenants and conditions of all Student Loans and other student loans
acquired by the‘nuthority by the expenditure of amounts in the Student Loan Fund,
including the Seriea 1994A Student Loan Account, and held by the Trustee as part
of such Trust Estate, and agreements in connection therewith (including the
prompt payment of all principal and interest payments and all other amounts due
the Authority thereunder) and will promptly and diligently take or cause to be
taken, all actions and proceedings reasonably necessary for the enforcement of
such terms, covenants and conditions. The Ruthority and the Trustee will not
permit the release of the chligations of any borrower under any Student Loan oxr
any other student leoan and will at all times, to the extent permitted by law,
cause to be defended, enforced, preserved and protected the rights and privileges
of the Authority, the Trustee and the Registered Owners of the Debt Obligations,
including the Bonda, under or with respect to each Student Lean and each
agreement in connection therewith. The Authority and the Trustee will not
consent or agree to or permit any amendment or modification of any Student Loan
and other student loans acquired by the Authority by the expenditure of amounts
in the Student Loan Fund, including the Series 1994A Student Lean Account, and
held by the Trustee as part of the Trust Estate or agreement in connectzon
therewith which will in any manner materially adversely affect the rights or
security of the Registered Owners of the Debt Obligations, including the Bonds.
Nothing in the General Resolution will be construéd to prevent the Authority from
settling a default or curing a delinquency on any Student Loan oan such terms as
are permitted by law. The provigions ¢f the Resolutiong described in this
paragraph will be deemed ineffective to the extent that application prevents any
action on the part of the Authority or the Trustee to assure compliance with the
tax ecovenants set forth in the Resclutions or prevents the forgiveness and
discharge of the remaining indebtedness on any Student Loan having a principal
balance pnot in excess of §50 if, in the reasonable judgment of the Authority
evidenced by a Certificate of an Authorized Officer of the Authority dellivered

to the Trustee, the cast of collection of the remaining indebtedness of such
Student Loan would exceed such remaining zndebtedness or if necessary to comply
with the . tax covenants of the Resolutlons.

Enforcement of BServicing Agreement- The Authority will cause to be
diligently enforced and taken all reasonable steps, actions and proceedings
necessary for the enforcement of all terms,* covenants and conditions of all
Servicing Agreements, including the prompt payment from the Servieer of all
principal and interest payments and all other amounts due the Authority. The
Authority will, to the extent permitted by law, cause Lo be defended, enforced,

preserved and protected the rights-and privileges of the Authority, the Trustee

and the Registered Cwners of the Debt Cbligations, including the Bonds, under or
with respect tc each Servicing Agreement. The Authority will not consent or
agree to or permit any amendment or modification of any Servicing Agreement which
will in any manner materially adversely affect the rights or security of the
Registered Owners of the Debt Obligations, including the Bonds.

Limitation on Program Expenses. 'The Authority covenants and agrees that
the Program Expenses will not, in any Fiscal Year, exceed those that are
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reagsonable and necessary in light of all circumstancea then existing and will
not, in any event, be in such amounte as will materially adversely affect the
ability of the Authority to pay or perform, as the case may be, all of its
obligations under the Resolutions or the security for the Debt Obligations,
including the Bonds; provided, however, that nothing in this paragraph will
prevent the Authority‘s paving reasconable and necessary Program Expenses at any
time if the failure to pay such Program Expenses would have a greater material
adverse affect on the ability of the authority to pay or perform, as the case may
be, all of its cbligations under the Resolutions, or the security for the Debt
Obligations than payment of such Program Expenses would have. To the extent
Program Expenses or Servicing Fees exceed those set forth in the Closing Cash
Flow Projecticns, the Authority will provide Meody's with a Cash Flow
Certificate, unless otherwise agreed to by Moody's.

PROVISIONS REGARDING SUPPLEMENTAL RESOLUTIONS

Supplemental Resclutions Effective Upon Filing With the Truystee. For any
one or more of the following purposes and at any time or from time to time, &
supplemental resoluticn of the Ruthority may be adopted, which, upon the filing
with the Trustee of a copy thereof certified by an Authorized Officer, will be
fully effective in accordance with its terms upon [i) the initial issuance and
delivery of the Debt Obligations authorized in such supplemental resolution or

(ii) if no such Debt Obligations are authorized, upon the thirtieth (30th) day
subsequent o such filing:

(1) to provide limitations and restrictions in addition to the limitations
and restrictions contained in the Resoluticons on the authentication and delivery
of Debt Obligations or the issuance of other evidence of indebtedness; or

(2} to add to the covenants and agreements of the RAuthority in the
Resolutions cther covenants and agreements to be observed by the authority which
are not conktrary to or inconsistent with the Resolutions as theretofore in effect
{including, but not limited to, any covenants or agreewents as may, in Bond
Counsel’s Opinion, be necessary or desirable to assure compliance with any
applicable provisions of the Cade); or

(3) to add to the limitations and restrictions in the Resolutions other
limitations and restrictions to be observad by the Authority which are not
contrary to or inconsistent with the Resolutions as theretofore in effect; or

{4) to surrender any right, power or privilege reserved to or conferred
upon the Ruthority by the terms of the Resolutions, but only if the surrender of
such right, power or privilege ig not contrary to or inconsistent with the
covenants and agreements of the Authority contained in the Resolutiftns; or

{5) to confirm, as further assurance, any pledge under, and the subjection
to any lien or pledge created or to be created by, the Resolutions, the pledge
of the Pledged Assets, including Revenues, Recoveries of Principal or of any
other revenues or assets; or

{6) t¢ create additional special trust accounts for the future securing of
all pebt Obligations issued pursuant to the General Resclution, as supplemented,
if aleng with such supplemental rescolution there is filed a Bond Counsel’s
Opinicn to the effect that the creation and operation of such account will not

impair the existing security of the Registered Owners of any Outstanding Debt
Obligations; or

{(7) to add such provisions to or to amend such provisions of the
Regsolutions as may, in Bond Counsel’s Oplnion, be necessary or desirable to
assure implementaticn of the Student Loan Program in conformance with the Higher
Education act if along with such supplemental resolution there is filed a Bond
Counsel‘’s Opinion to the effect that the addition or amendment of such provisions
will not impair £he existing security of the Registered Owners of any Outstanding
Debt Obligations or provider of any credit enhancement agreement; or
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(8} to issue Debt Obligations or additional debt obligaticns, (i) secured
on a basie of parity of lien with existing Debt Obligaticons ("Bdditional Debt
Cbligations") or {(ii} secured by a portfolic of -Student Loans and by documents
separate and apart from those securing the existing Debt Obligations, if a Bond
Counsel’'s opinion to the effect that the issuance of Additicnal Debt Obligations
will not impair the existing security of the Registered Owners of any Cutstanding
Debt Cbligations and notice to and written confirmation from the Rating Agency
that the issuance of said Additional Debt Obligations will not result in a
reduction or withdrawal of its rating on such Outstanding Debt Obligations.

Supplemental Resolutions Effective Upon Congent of Trustee. (A) For any
one or mare of the following purpeees, and at any time or from time to time, a
supplemental resolution may be adopted, which, upon {i) the filing with the
Trustee of a copy thereof certified by an Authorized Officer of the Authority,
and (ii} the filing with such Trustee and the Authority of 'an instrument in
writing made by such Trustee consenting thereto, shall be fully effective in
accordance with its terms upon the thirtieth (30th) day subsequent to such

£iling: :
(1} to cure any amblgulty, supply any nm;ss;on, or cure or correct

any defect or inconsistent provision in the Resolutions, or

(2) to insert such provisions clarifying. matters or questions arisj.hg'
under the Resolutions -as necessary or desirable and are not contrary to or
inconsistent with the Resolutions as theretofore in effect; or

{3} to prov;de for—addxtlonal dutles of the Trustee in connectlon
with the Student Loans.

(B} Any such supplemental resolution may also contain one or more of the
purpeses specified under "Supplemental Resclutions Effective Upeon Filing with the
Trustee", above and in that event, the consent of the Trustee required by the
Resolutions as described under this heading shall be. applicable only to those
provisions of such Supplemental Resalution as Bhall contain one or more of the
rurpoges set forth in {A) above.

Supplemental Resolutions Effect;ve Only Upon Consent of Registered Owners
of Debt Obligations. At any time or from time to time, a supplemental resclution
may be adopted subject to consent by Registered Owners of Debt Chligations in
accordance with and- subject to the provisions of the General Regolution. Any
such supplemental resolution will become fully effective in accordance with its
terme upon the filing with the Trustee of a: COpy therecf certified by an
Authorized Officer and upon cpmpl;ance -with. the ‘provisions of the. General
Resolutiaon. ,

General Provisions. (A) The General Resolution will not be modified ox
amended in any respeckt except as provided in-and in accordance with and subject
to the provisions of the General Resclution. Nothing in the General Resoluotion
contained will affect or limit the right or obligation of the Authority to adept,
make, do, execute, acknowledge or deliver any resolution, act or cther instrument
pursuant to the provisions of the General Resolution which pertains to further
assurances, or the right or obligation of the Authority to execute and deliver
to any Flducliary any instrument which is. to pe delivered to said Fidueiary
pursuant to the General Resolution. .

(B) Any supplemental resolution pernitted or avthorized ag described undexr
*supplemental Resclutions Effective Upon Filing with ' the Trustee"” or
*supplemental Resolutions Effective Upon Consent of Trustee® may be adopted by
the Authority without the consent of any of the Registered Ownexrs of the affected
Debt Cbligations, but will become effective only cn the conditions, to the extent
and at the timesg described in said provisiona. A copy of every supplemental
resolution filed with the applicable Trustee will be accompanied by a Bond
Counsel’s Opinion stating that such supplemental resclution has been duly and
tawfully adopted in accordance with the provisions of the General Resolution, is
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authorized or permitted by the CGeneral Resolution, and is wvalid and binding upon
the Authority.

{C) The applicable Trustee is authorized to accept the delivery of a
certified copy of any supplemental resolution referred to and permitted or
authorized by the Resolutions and to make all further agreements and stipulations
which may be therein contained, and the Trustee, in taking such action, will be
fully protected in relying on an opinion of counsel (which may be a Bond
Counsel’s Opinion) that such supplemental resolution is authorized or permitted
by the provisions' of the General Resolution,

(D) No supplemental resolution may change or modify any of the righta or
obligations of any Fiduciary without its written assent thereta.

PROVISIONS REGARDING AMENDMENRTS

Mailing of Notice of Amendment. Any provision for the mailing of a notice
or other paper to Registered Owners of Debt Cbligations, including the Bends,
will be fully complied with if it is mailed postage prepaid to each Registered
Owner of Debt Obligations then Outstanding at such Registered Owner’s address,
i1f any, appearlng on the register therefor.

Powers of Amendment. Rny modification of or amendment to the General
Resolution and of the righte and cobligations of the Authority and of the
Registered Owners of the Debt Obligations,  including the Bonds, under the
Resolutions, in any particular, may be made by a supplemental resolutien, but
only, (i) in the event such supplemental resolution will regquire the consent of
the Registered Owners of Debt Obligations, with the written consent given as
provided below of the Registered Qwners of at least two=thirds (2/3} in principal
amount of the related Debt Obligations Outstanding at the time such consent is
given or {ii) in case less than all of the Debt Obligations then Outstanding are
affected by the modificaticn or amendment, of the Registered Owners of at least
two-thirds (2/3) in principal amount of the Debt Obligations sc affected and
Outstanding at the time such consent is given. ~If any such modification or
amendment will not take effect so long as any Debt Obligations of any specified
maturity remain OQutstanding however, the cansent of the Registered Owners of such
Debt Obligaticns will not be regquired and such Debt Obligations will not ke
deemed te be Outstanding for the purpeose of any calculation of Outstanding Debt
Obligations for the purposes described under this heading. No such modification
or amendment will permit a change in the terms of redemption or maturity of the
principal of any Outstanding Debt Obligations or of any installment of interest
thereon or a reduction in the principal amount or the Redemption Price thereof
or in the rate of interest thereon without the consent of the Registered Owner
of such Debt Cbligation, or will reduce the percentages or otherwise affect the
classes of Debt Obligations, the consent of the Registered Ownerz of which is
required to effect any such modification or amendment, or will change or modify
any of the rights or obligations of any fiduciary without itg written assent
thereto. The Trustee may in ite sole discretion determine whether or not in
accordance with the foregoing powers of amendment Debt Obligations of any
particular maturity would be affected by any modification or amendment thereof
and any such determination will be binding and conclusive on the Authority and
all Registered Owners of Debt Obligations. :

Consent of Registered Owners of Debt Obligations. (A A copy of any
supplemental resolution making a modification or amendment which requires the
consent of the Registered Owners of Debt Obligations, including the Bonds (or
brief summary thereof or reference thereto in form approved by the Trugtee},
together with a reguest to Registered COwners of Debt Obligations for their
consent therete 'in form satisfactory to the Trustee, will be mailed by the
Authority to the Registered Owner of each Debt Obligations; provided, however,
that failure to mail such copy and request will not affect the validity of the
supplemental resolution when consented to as deacribed in this provision. Such
supplemental resolution will not be effective unless and until (i) there has been
filed with the Trustee (a) the written consents of Registered Owners of the
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event of default under the Tax Regulatory Bgreement. Anything in the General
Resolution to the contrary not withstanding, the Trustee will not, upon an Event
of Default described in the preceding paragraph accelerate the Bonds without the
consent of 100% of the Registered Owners of the Bonds.

(B) Subject to the provisions of the Resolutions regarding the limited
obligatione of the Authority, in the enforcement of any rights and remedies under
the Resclutions, the Trustee will be entitled to gsue for, enforce payment of and
receive any and all amounts then or during any default becoming, and at any time
remaining, due and unpaid from the Authority for principal or purchase price of
or interest on, the Debt Obligations or otherwise, under any provigions of the
Resolutions or a supplemental resolution er of the Debt Obligations, with
interest an overdue payments at the rate of interest specified in such Debt
Cbligations or otherwise, together with any and all costs and expenses of
collection and of all proceedinge thereunder and under such Debt Obligations,
without prejudice to any other right and remedy of the Trustee or of the
Registered Owners of such Debt Obligations, and to recover and enforce a judgment
or decree against the Authority for any portion of such amounts remaining unpaid,
with interest, reasonable costs and expenses (including without limitation
pre—trial, trial and appellate atterney fees), and to collect from any moneys

available for such purpose, in any manner provided by law, the moneys adjudged
or decreed to be payable.

(C) Upon the occurrence of any Event of Default, and upon the filing of a
suit or other commencement of judicial proceedingz ko enforce the rights of the
Registered Owners of such Debt Obligations, under the Resolutiong, the Trustee
will be entitled, as a matter of right, to receive payment of the related
Revenues and Recoveries of Principal directly from the Servicer and to enfocrece
any agreement with the Servicer.

(D) Except upon the occurrence and during the continuance of an Event of
Default under the Rescolutions, the Ruthority expressly reserves and retains the
privilege to receive and, subject to the terms and provisions of the General
Resolution, to keep or dispose of, claim, bring suit upon or otherwise exercise,
enforce or realize upon its rights and interests in and to the Student Loans and
the proceeds and collections therefrom, and neither the Trustee, nor any
Registered Owners of Debt Ohligations will in any manner be or be deemed to be
an indispensable party to the exercise of any such privilege, claim or suit.

Priority of Payments After Default. 1In the event that upon the occurrence
and continuance of any Event of Default the funds held by the Trustee and Paying
Agent are insufficient for the payment of principal ocr Redemption Price and
interest then due on the Debt Chligations, such fund (cother than funds held for
the payment of principal of or interest on particular Debt Obligations which have
theretofore become due at maturity or redemption) and any other amounts received
or ccllected by the Trustee, after making provision for the payment of any
expenses necessary in the opinien of the Trustee to protect the interest of the
Registered Owners of the Debt Obligations, including the Bonds, and for the
payment of the charges and expenses and liabilities incurred and advances made
by the Trustee or any Paving Agent in the performance of theilr respective duties
under the Resolutions, shall be applied as follows:

(1) Unless the principal of all of the Debt Obligations, including the Bonds,
has become or has been declared due and payable;

FIRST, to the payment to the perscns entitled thereto of intérest
then due, and, if the amount available shall not be sufficient to pay in
full, then to the payment thereof ratably, according to the amounts due,
to the persons entitled thereto, without any discrimination or preference;

BECOND, to the payment to the persone entitled thereto of the unpaid
principal or Redemption Price of any Debt Obligations which shall have
become due and, if the amounts available shall not be sufficient to pay in
full all the Debt Obligations due, thén to the payment thereof ratably,

A=34



~according ta the amounts of ?rinb;pal or Eedemption-Price Due on such
" date, to the persons ent;tled thereto,:withoutlany discrimination or
preference, and : KRR

THIRD, o be held for the payment to the persens entltled thereto as
the same shall become due, of the principal or Redemption Price of and
interest on the Debt obligations which may. thereafter become due and-if
the amounts available ghall not be sufficient to pay in full all the Debt
Cbligations due on any date, togéether with such interest, payment shall be

. made ratably according to the amount of principal and interest due on such
date to the persons entitled thereto, -without any discrimination. or
preference except as to any difference in the reepect;ve rates of interest
SpElelEd in the Debt obllgatlons. : .

: .(b)'_ If the principal of all of the Debt Obligations, ineluding the
Bonds, has become or has been declared due and payable, to-the payment of
the. prlnclpal ‘and ‘interest then due and unpaid upon the Debt Obligations,
including the Bonds, without preference of priority.of principal over
interest or of interest over principal, or of any Debt Obligation over any
other Debt oblzgat;on, ratably, according to the amcunte due respectlvely
for principal and interest, to the persons entitled thereto without any
disecrimination or preference except as to any difference in the respective
rates of interest SPECiflEd Ain the Debt -Obligations. _ S _

Termination af Proaeedzngs. In case any proceed;ngs taken by the Trustee
on account of any Event of Default have been discontinued or abandoned for any
reason and there has not been an acceleration of the Debt Cbligations, including
the Bonds, then in every such case the Authority, the Trustee and the Registered
Owners of the Debt Obligations will be restored to their former positions and
rights under the Resolutions, respectively, and all rights, remedies, powers and
duties of the Trustee will contlnue as though no_such proceeding had been taken.

Direction of Proceedlngs. “The Reglstered Owners of a ma;or;ty in aggregate ’
prlnclpal amount of the respective Debt Obligations then Outstanding will have
the right, at any time, by an instrument or instruments in writing execunted_ and
delivered to the Trustee, to direct-. the method ‘and place of conducting-all
proceedings to be takeh in connection with the enforcement of the terms and
conditions of the General Resolution; provided that~{a) such direction shall not
be otherwise than in accordance with the provisions of law and of-the General
Resolution; (b) the Trustee shall not determine that the action so directed would
be unjustly pre;ud;cxal to the Registered Owners of any Debt Cbligations not
taking part in such dlrectlon;'and ic} the Trustee may initiate proceedlngs in
a court of competent jurlsdlctlon located in the State.

le;tatlon on Rights of‘Reglstered Owners. No Reglstered Owner of any'Debt
Obligation, including any Bond, ' will have any right to institute any suit,
Aaction, mandamus or other proceedxng in equity . or at law under the Resolutiona,
or for the protection or enforcement of any rlght under the Resolutions unless
such Reglstered Owner shall have given to the Trustee written notice of the Event
of Default ar bréach of duty -on account ‘of which such suit, action or proceeding
is to be taken, and unless the Registered Owners of not less than twenty-five
percent {25%) of principal amount.of the Debt Dbl;gatlone then Dutstanding have
made written request of the Trustee after the right to exercige such powers or
right of action, as the case may be, have occurred, and have afforded the Trustee
a reasonable opportunity either to proceed to exercise the powers granted under
the General Resolution or granted under the law or to institute such action,-suit
or proceeding in its name and unless, &lso, there. has been offered to the Trustee
reasonable security and indemnity against the coste, expenses and liabilities to
be incurred therein or thereby, and the Trustee has refused or neglected to
comply with such request and offer of indemnity, and such request and offer of
indemnity are declared in every such case, at the option of the Trustee, to be
conditions precedent to the execution of the powers under the Relolutions or for
any other remedy under the Genperal - Resolutlon or by law. :
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Notice of Event of Default. The Trustee shall give to the Registered
Owners of Debt Obligation and each of the Trustee’s agents notice of each Bvent
of Default under the Resolutions known to the Trustee within thirty (30) days
after actual knowledge of the occurrence thereof, unless such Event of Default
shall have been remedied or cured before the giving ef such notice; provided,
that, except in the case of default in the payment of the principal of,
Redemption Price, purchase priece of, or interest on any of the Debt Obligations,
or in the making of any payment required to be made into the Ac¢counts within the
Student Lecan Sinking Fund, the Trustee will be protected in withholding such
natice if and go long ag the board of directors, the executive committee, or a
trust committee of directors or responsible officers of the Trustee in good faith
determines that the withholding of such notice is in the interest of the
Registered Owners of the Debt Obligations. Each such notice of Event of Default
will be given by the Trustee by mailing written notice thereof: (i} to all
Ragigtered Gwners of Debit Obligationg, as the names and addresses of sauch
Registered Owners appear upon the bocks for registration and transfer of Debt
Cbligations as kept by the Trustee, [ii) to such other persons as is required by
law.

RESIGNATION AND REMOVAL OF THE TRUSIEE

Resignatiocn of Irustee. The Trustee may at any time resign and be
discharged of the duties and obligaticns created by the Resclutions by giving not
less than ninety (90) days’ written notice to the Aukhority, the provider of any
credit enhancement agreement then in effect with respect to the Debt Obligations
and to Registered Owners in the manner specified in the Resclutions specifying
the date when such resignation will take effect upon any day specified in such
notice unless (i) previously a successor has been appointed, as provided in the
Resolutions, in which event such resignation shall take effect immediately on the
acceptance of such successor or (ii) ne such successor has been appointed in
which event such resignation will take effect immediately upon, but not until,
the acceptance of such successor.

Removal of Trustee. The Authority may remove the Trustee at any time,
except during the existence of an Event af Default, for material breach of the
Resolutions or Trust Agreement or willful misconduct by filing with the Trustee
an instrument signed by an Authorized officer. No such removal will take effect

until the appointment of and acceptance of such appointment by a successor
Trustee in accordance with the Resalutions.

APPOINTMENT OF SUCCESSOR TRUESTEE

In case at any time the Trustee resigns or ig removed or becomes incapable
of acting, or iz adjudged as bankrupt or insolvent, or if a receiver, liquidator
or conservator of the Trustee, or of its property, is appointed, or if any public
officer takes charge or control of the Trustee, or of its property or affairs,

the Authority covenants and agrees that it will thereupon appoint a successcr
Trustee.

Any Trustee appointed under the provisions of the Resolutions in succession
o the Trustee must be a corperation or a bank holding company, organized under
the laws of the United States or ¢f any state, which is authorized to exercise
trust powers and is subject to supervision or examination by federal or state
authorities, having a capital, surplus and undivided profits aggregating at least
$25,000,000 if there be such a trust company or bank willing and abkle to accept
the office on reascnakle and customary terms and authorized by law to perform all
the duties imposed upon it by the Resolutions and must be an eligible lender for
purposes of the Higher Education Act.

DEFEASANCE; MISCELLANEOUS PROVISIONS
{A) Bubject to the provisions of the General Resolution, if the Authority

pays or causes to be paid to the Registered Owners of particular parity Debt
Obligations the principal and interest, including deferred interest whether or
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not then due, to become due thereon, ‘at the times and in the manner stipulated
in the Reaclutions, and all obligations of the Authority thereunder with reapect
to the fees and expenses of or reimbursement of any Fiduciary have been paid or
otherwise performed cor the payment or performance therecf has otherwise been
provided for to the satisfaction of the Trustee, then the pledge of the related
Pledged Assets, including any Revenues, Recoveries of Principal, and other
moneys, securities, funds and property constituting a part of the Trust Estate
and all octher rights granted by the Resolutions will be discharged and satisfied.
In such event, the Trustee will, upon the reguest of the Authority, execute and
deliver to the Authority &all such imstruments as may be desirable to evidence
guch discharge and satisfaction and the Fiduciaries will pay over or deliver to
the Authority all moneys or securities held by them pursuant to the Rescolutions
which are not required for the payment of Debt Obligations not theretocfore
gurrendered for such payment. Tf the Autherity will pay or cause to be paid, or
there is otherwise paid to the Registered Owners of all Outstanding Debt
Obllgatlons the principal and interest due or to become due therson, at the times
and in the manner Btlpulated therein and in the Resdlutions, such Debt
Obligations will cease to be entitled to any lien, benefit or security thereunder
and all covenants, agreements and obligations of the &uthority to the Registered
Owners of such Debt Obligations will. thereupon cease, termlnate and become void
and ke discharged and satisfzed.

(B) Debt Obligations for the payment of vhich moneys have been set aside
and are held in trust by the Fiduciaries (through deposit by the Authority of
funds for such payment or otherwise} will, at the maturity therecf, be deemed to
have been paid within the meaning and with the effect expressed in subsection (A}
above. All bebt Obligations will, prior to the maturity or Redemption Date
thereof, be deemed to have -been paid within the meaning and with the effect
expressed in subsection {A) above if (i) in casze any of the Debt Obligations are
to be redeemed on any date prior to their maturity, the Authority has given to
the applicable Trustee, in form-gatisfactory to it,. irrevocable instructions to
give notice as provided in the Resolutions, {(ii) there has been deposited. with
the Trustee either moneys in an amount which is sufficient, or Defeasance
Securities the principal of and the interest on which when due will provide
moneys which, tegether with the moneyg, if any, déposited with the Trustee at the
sane time, are sufficient to pay when due the principal or Redemption Price, if
any, of and interest due and to become due on the said bebt Obligaticons on and
prior teo the Redemption Date or -maturity date thereof, as the case may be, and
{Lii) in the event the said Debt Cbligations are not by their terms subject to
redemption within the next succeeding sixty (60) days, the Authority hag given
the Trustee, in form satisfactory +to it, irrevocable instructions to give notitce
to the Registered Owners of such said Debt Obligations that the deposit reguired
by {ii) above has been made with the Trustee and that the said Debt Obllgatlons
are deemed te have been paid in accordance with the BGeneral Resolution and
stating such maturity or Redemption Date upon which moneys are to be ‘available
for the payment of the prlnclpal or Redemptxon Price, if any, on the said Debt
Obligations. .

(¢) If, through the deposit of moneys by the authority or otherwise, the
Fiduciaries holds, pursuant to the Resolutions, an amount sufficient to pay the
pr;nc;pal and interest to maturity on all Outstanding parity Debt Obligaticms,
or in the case of Debt Obligations in respect of which the Aanthority has taken
all action necessary +to redeem prior to maturity, 'rsufficient to pay the
Redemption Price and interest to such Redemption Date, then at the request of the
Authority all moneys held by any applicable Fiduciary will be paid over to the
Trustee and, together with other moneys held by. it under the Resolutions, will
be held by the Trustee for the payment cf such Outstanding parity Debt

Obligaticons.

No Recourse Under Resolution or on Bonds. Notwithstanding anything to the
contrary contained in the Resoclutions, or in any other instrument or document
executed by or on behalf of the Authority in connection with the issuance of the
Debt Obligations, inecluding the Bonds, no stipulation, covenant, agreement or
obligation contained in the Resoclutions or in such other instrument or document
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will be deemed or construed te be a stipulation, covenant, agreement or
obligation of any present or future trustee, officer, employee or agent of the
Authority in any such person‘s individual capacity. No such person, in their
individual capacity will be liable personally for any breach or non-observance
of, or for any failure to perform, fulfill or comply with, any such stipulations,
covenants, agreements or obligations, nor will any recourse be had for the
payment of any monies due or for any claim based thereon or on any such
stipulaticn, covenant, agreement or obligation, against any such person in their
individual capacity, either directly or through the Authority, under any rule of
law or eguity, statute or constitution or by the enforcement of any assessment
or penalty or otherwise. Reference is made to the Trust IYndenture, a copy of
which has been recorded in the office of the Secretary of State at the State
Capitol Building in Oklahoma City, Cklahoma.

Limited Obligation of Authority and State. Debt Obligations, including the
Bonds, issued under the Resolutions and the interest thereon, will not be an
indebtedness or ebligation of the State, or of any political subdivision thereof
{other than the Authority), or of the trusteeg of the Authority, and neither the
faith and credit nor the taxing power of the State (or any political subdivisieon
thereof) are obligated to pay the Debt Obligations, including the Bonds, or the
interest thereon. The Debt Obligations, including the Bonds, are obligations of
the Authority payable sclely from the Pledged Assets and other property or income
pledged thereto as further specified in the Resolutions. The Authority has no
taxing power.
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Appendix B

Oklahoma Student Loan Authority
Student Loan Revenue Bonds, Series 1954A

DESCRIPTION OF THE FEDERAL FAMILY EDUCATION LOAN PROGRAM

Thit Summary of the guaranteed Federal Pamily Educaticon Loan Program as
established by the Higher Education Act does not purport to be comprehensive or
dafinitive and is gqualified in its entirety by reference to the Higher Education
Act and the regulations promulgated thereunder,

Introduction

The following descriptione of the Federal Family Education Loan Program
{the "FFELP"), formerly known as the Guaranteed Student Loan Program, including
the Stafford Student Loan Program, the Supplemental Loans for Students Program,
Parent Loans for Undergraduate Students (PLUS) Program, and Consclidation Loan
Program as authorized under Title IV, part B of the Higher Education Act of 1965,
ae amended (the "Higher Education Act")) are gualified in their entirety by
reference to the Higher Bducation Act. The Higher BEducaticn Act provides for a
program of (a) direct federal insurance of student leoans and (b) reinsurance of
student loans graranteed or insured by a state agency or private nonprofit
corporation. Several types of loans are currently authorized ag "Family
Education Loans® pursuant to this program. These include: (a) loans to students
with respect to which the federal govermment makes interest payments available
to reduce student interest cest during periods of enrollment ("Subsidized
Stafford Leoana"); (b) loans to students with reapect to which the federal
government does not make such interest payments {"Unsubsidized stafford Loans,™
and together with sSubsidized Stafford Loans, "Stafford Loans"); (¢) supplemental
loans to graduate and professional students and independent undergraduate
studente and, under certain circumstances, dependent undergraduate students
("Supplemental Leans to Students® or "SLS Loans®); (d) supplemental loans to
parents of dependent students ("PLUS Loans"); and (e} loans to fund payment and
consolidation of certain ¢f the borrower‘s obligations ("Conaolidation Loans™).

Since its original enactment in 1965, the Higher Edrcation Act has been
amended and reauthorized several times, including by legislation enacted in 1986,
1590, 1992 and 19%3. There ¢an be ne assurance that the Higher Bducation Act or
cther relevant law or regulations promulgated thereunder will not be changed in
a manner that will adversely impact the programs described below. In particular,
the enacted legislation and cother measures described under "Legislative and
Administrative Matters"™ below, or future measures to reduce the federal budget
deficit, may adversely affect these programs.

Legisiativa and Administrative Matters

General. Both the Higher Education Act and the regulations promulgated
thereunder have been the subject of extensive amendments in recent years and
there can be no assurance that further amendments will not materially change the
provisicns described herein or the effect therecf. The Higher Education Act was
amended by enactment of the Higher Education Amendments of 1986 (the "1986
amendmento™), the general provisions of which took effect on October 17, 1986 and
which extended the principal provisions of the FFELP to September 30, 1852 (or
in the case of borrowers who have received loansg prior tco that date, September
30, 1997). - The Omnibus Budget Reconciliation Act of 1990 (P.L. 101-508) (the
"1990 Reconciliation Act") also contained major revisions to the Higher Education
Act and the Congressional Budget Aot affecting the FFELP. These changes include
the Credit Reform RAct of 1990, revisions to the budget preocess, and new
restrictione on the eligibility of education institutions in the FFELP. On July
23, 1992, the President gigned into law P.L. 102-325 (the “Reauthorization Bill")
that reautheorized the FFELP through October 1, 1998 and made a number of
revisions theretn. Mcst recently, on August 10, 1993, the President signed inte
law the Student Loan Reform Act of 1993 which further amended the Higher
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Bducation Bet (the "1993 Amendments"} by revising a number of provisions to the
FFELP and enacted a Federal Direct Student Loan Program and on December 20, 1993,
the President signed into law the Higher Education Technical Amendments Act of
1993 (the "1993 Techmical Amendments”) which made further changes to the Higher
Education Act.

Credit Reform. The 1990 Reconciliation Act included the Credlt Reform Aot
of 1990. Under this legislation, beginning in fiscal year 1992, the budgeted
cost of the FFELP included the present value of the long-term cost to the
gavernment. of loans reinsured during the fiscal year (excluding administrative
costs and certain incidental costs), regardless of how far inte the future the
costs will be incurred. The costs resulting from loan reinsurance commitments
made prior to fiscal year 1992 will also be reflected in future budgets based on
the years in which they are paid. -

Enforcement of Spending Limits. To ensure that revenue levels and spending
limite established in the 1950 Reconciliation Act are realized during the five-
year period covered by the Higher Education Act, the legislation creates a "pay-
as-you-go" process that includes budget sequestraticn. The legislation divides
the budget into three parts for this purpose-receipts (e.g., tax revenues),
discretionary spending and entitlements. The FFELP is considered an entitlement
for thies purpose. :

If new entitlement spending would cause the entitlement spending limits of
the 19%0 Reconciliation Act to be breached in a fiscal year, the President is
required to order "“across-the-board" cuts in entitlements to ensure that the
gpending limits are met. Thus, new spending in Medicare, for example, could
cause a sequester affecting the FFELP.

A sequester is ordered within 15 days of the end of the session of Congress
that is underway at the beginning of the fiscal year. If legislation enacted in
the next session of Congress would cause the spending limits to be exceeded, a
sequegter is ordered 15 days after enactment of that legislation, for legislation
enacted before July 1 of the fiscal year. For legislation enacted after July 1,
the feollowing year’s spending limits are reduced by the amount of the excess
aspending created by the new legislation in the current year.

New entitlement spending caused by economic conditions {e.g., higher than
prajected interest ratea) or increased utilization rates do not vielate the
gpending limits established by the Eigher Education Act. Only legislative
actions creating new spending are cavered. However, in fiscal years 1994 and
1995, the President is authorized to order a sequester if certain deficit targets
are not met, even if no new entitlement legislation has been enacted.

A special sequestration rule applicable to the FFELP under prior law is
maintained in the budget process. See Section 256(c) of the Balanced Budget and
Deficit Reduction Act of 1985, 2 U.S.C. § 906({c) (the "1985 Budget Act™). Under
Section 252E of the 1985 Budget Rct, as amended, if specified reductions in the
National Wood 2Zct Program, the Special Milk Program and the Vocational
Rehabilitation Program fail to achieve the required savings, the special
sequestration rule for the FFELF applies. Under this special rule, any
CGuaranteed Student Loan made in the fiscal year far which sequestration is in
effect is subject to a reduced gpecial allowance rate based on the %l-day
Treasury bill rate plus 3% for the first four calendar years that the loan is
outstanding and, for a Stafford Loan, the borrower’s loan origination fee is
increased by .5%.

Thusz, no assurance can be given that sequestration will not have an adverse
effect on the FFELP in future years. i

Eligibility Reguirements for Eduvcatiopal Institvtions. The 1990
Reccnciliation Act made major changes in the provisions granting eligibility to
educational institutions {each a "Lender") to partieipate in the FFELP. The 1990
Reconciliation Act eliminated eligibility for any institution with a default rate
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over 35%, with the exception of historically black colleges, certain tribally
controlled community collegee and other schools that can-demonstrate "exceptional
mitigating circumstances" to the gatisfaction of the Secretary. In addition, the:
1990 Reconciliation Act extended a requirement originally enacted in the 1989
Budget Act excluding institutions with a default rate over 30% from the SLS
program. Both of these changes are expected to eliminate from the FFELP many new
loane with a high probability of default. In addition, the Reauthorization Bill
lowered the default rate trigger for disqualifying schools to 25% beginning in
fiscal year 1994, further reducing the risk of default in the program.

Reauthorization of the Higher Education Act; Financial Status of Guarantoe
Agencies. The Reauthorization Bill amended and reauthorized the Higher Education
Act effective through October 1, 1998. Inciuded. in the Reauthorization Bill is
a provision that would require each Guarantee Agency to maintain a current
minimum reserve level of at least .5% of the total attributable amount of all
outstanding loans guaranteed by the Guarantee Agency for the federal fiscal vear
that begins in 1993. For purpeses of the .5% determination, - the total
attributable amount of all cutstanding loans guaranteed by the Guarantee Agency
will not include amounts of outstanding.lcans transferred to the Guarantee Agency
by the Secretary due to the insolvency of another Guarantee Agency. Under the
Reauthorization Bill, the .5% minimum will increase to .7% and .9% for federal
fiscal years beginning in 1994 and 1995, respectively, and 1.1% for federal
fiscal years beginning in fiscal year 1996 and thereafter. -Annually, the
Secretary will collect information from each Guarantee Agency to determine the
Guarantee Agency’s solvency. If (i) the Guarantee Agency’s current reserve level
falls below the required minimum for any two consecutive years, -(ii) the
Guarantee Agency’s federal reimbursement payments are reduced, to 80% or (iii) the
Secretary determines that the administrative or financial condition of a
Guarantee Agency jecpardizes such Guarantee Agency’s ability to perform its
responsibilities, the Secretary may require the Guarantee Agency to submit and
implement a management plan acceptable to the Secretary. If the Guarantee Agency
fails to submit a plan acceptable to the Secretary, has failed ta improve
substantially its financial condition or is in danger of financial collapse, the
Secretary may terminate the Guarantee Agency’s reinsurance. contract with the
Secretary and, among other things, permit the transfer of guaranteses to another
Guarantee Agency or to the ‘Secretary for the payment by the Secretary of any
claima with respect thereto. If the Secretary has determined that a. Guarantee
Agency ig unable to meet its insurance cbligations, the holder of loans insured
by the Guarantee Agency may submit insurance claims directly to the Secretary and
the Secretary will pay to the. hdlder the full insurance obligation of the
Guarantee Agency, .in accordance. with insurance regquirements no more stringent
than those of the Guarantee Agency. . Such arrangements will continue until the
Secretary is satisfied that the insurance obligations have been transferred to
another Guarantee Agency who cah meet those obligations or a successor will
assume the outstanding insurance obligations. - There can be no assurance,
howaver, that the Secretary will ever make such a determination or will do so .in
a timely manner. The Reauthorization Bill also provides that -the Secretary is
authorized, on terms and. conditions satisfactory to the Secretary, to make
advances to a Guarantee Agency in order to assist the Quarantee Agency .in meeting
its immediate cash needs and to ensure uninterrupted payment of default claims
by lenders. - o S

Federal Direct Student Loan FProgram. Commenaing: in academic year
1994/1995, the 1993 Amendments initiated a Federal Direct Student Loan Program
("FDSLP"}. In order to ensure expeditious but orderly transition from the FFELP
to the FDSLP, the Secretary will endeavor to enter into an adequate number of
FDSLP participation agreements with institutions of higher education such that
new federal student lean veolume under the FDSLP and FFELP programs - combined
{excluding Consolidation Loans)} would be comprised of FDSLP lcans to the extent
of 5% in academic year 1994/1995, to 40% in 1995/1996, 50% in 1996/1997, 50% in
1997/1998 and 60% for the academic year beginning in 1998.. The Secretary may
exceed the goals egstablished for academic years commencing after 199571996 if the
Secretary determines that a higher percentage is warranted by the number of
institutions of higher education that desire to participate in the FDSLP and meet




the eligibility requirements. Generally, student loans made under the FDSLP will
have parallel terms and conditions, benefits and amounts as the Stafford Loans,
Plus Leoans and Unsubsidized Stafford Leans described below. The FDSLP will
provide a variety of flexible repayment plans, including executed, graduated and
income contingent plans, forbearance of payments during periods of national
gervice and congclidation of FDSLP loans with FFELP loans.

Ripk Sharing Praovigions. Under the 19593 amendments, effective for FFELP
loans disbursed after October 1, 1993, (i} the federal reineurance paid to
Guarantee Agencies will be reduced from 100%, 90% and 80% for claims rates of 0%-
5%, 5%-9% and greater than 9%, respectively, to 98%, 88% and 78%, respectively
and (ii) guaranty payments from Guarantee Agencies will be reduced from 100% to
o8, Effective October 1, 1994, states in which there are institutions with a
cohort default rate exceeding 20% will be required to pay to the Secretary a fece
equal to 12.5% of all new loan volume attributable to all institutions in that
state for fimcal year 1995 {increased to 20% for fiscal year 1996 and 50% for
figcal yvears 1997 and thereafter) multiplied by the quotient resulting from
dividing the amount by which the cohort default rates for all of the state’'s
institutions exceedes 20% by the total amonnt of loan volume attributable to
current and former students of institutions in the state entering into repayment
for the period used to calerlate the echort default rate.

Guarantee Agency and Lender Provisions. In addition to the changes
discussed under “Risk Sharing Provisions™ above, the 1993 Amendments include
certain other amendments affecting Guarantee Bgencies and Lenders. Most notably,
the secretary was granted authority to recover and restrict the use of reserve
funds of any Guarantee Agency as well as any assets purchased with such reserve
funds if the Secretary determines that it is in the best interests of the FFELP
or an orderly transition to complete reliance on the FDSLP to do so. These and
other amendments could adversely affect the ability of a Guarantee Agency to
remain polvent. Such other amendments include reducing the Guarantee Agency
default collection retention rate from 30% to 27%, reducing the maximum insurance
premium charged by a Guarantee Agency from 3% to 1% and authorizing the Secretary
to terminate 2a Guarantee Agency®’s reinsurance agreement if the BSecretary
determines such action is necesgsary o protect federal fiscal interests or ensure
an orderly transition to full implementation of the FDSLP. The Administrative
Cost Allowance {"ACA") was eliminated; however legisglative history suggests that
Congress intended that Guarantee Agencies will continue to receive a 1% ACA and
the Secretary has confirmed that he will pay a 1% ACA to Cuarantee BAgencies in
fiscal year 1994. For stafford Loans disbursed on er after July 1, 19%5, the
Lender yield on student loans during in-school, grace and deferment periods is
reduced from the 9l=-day Treasury bill rate plus 3.1% to 91=day Treasury bill rate
plug 2.5% (not to exceed B.25%). Lenders will aleo be required to pay a 1.05%
annual fee to the Secretary on the principal plus accrued but unpaid interest of
all Conamclidation Loans made on or after Cctober 1, 1993 and such loans hear
interest at the 91-day Treasury bill rate plius 3.1% with no floor applicable.
Also effective for ‘student loans first disbursed after October 1, 1993, Lenders
will be assessed an up-front, user/origination fee equal to .5% of the pr;nc;pal
amount of the student loan.

Servicer Provisions and Third-Party Servicer Regulations. The
Reauthorization Bill authorized the Secretary to regulate servicers, including
the regulation of their financial responsibility. ©On April 29, 1993, final
regqulations were published in the Federal Register by the Secretary amending the
Student Agsistance General Provisions and FFELP regulations. These regulations,
among other things, establish requirements governing contracts between
institutions and third-party servicers, strengthen sanctions against institutions
for violationa of the program requirements of the Higher Education aAct, establish
gimilar sanctiona for third-party servicers and establish standards of
administrative and financial responsibility for third-party servicers that
administer any aspect of a Guaranty Agency's or Lender’'s participation in the
FFELP.



Bligibility Requirements for Stafford Loans

The Higher Education Act provides for federal (i) insurance or reinsurance
of eligible Stafford Loans, (ii) interest subsidy payments ("Interest Subsidy
Payments”) to eligible lenders with respect to certain eligible Stafford Loans,
and (iii) special allowance payments {"Special Allcwance Payments") representing
an additional subsidy paid by the Secretary tc such holders of eligible
Guaranteed Student Loans. -

Stafford Loans are eligible for reinsurance under the Higher Education Act
if the ellglble student to whom the loans are made has been accepted or ia
enrolled in good standing at an eligible institution of higher education or
vogational school and is carrying at: leagt one-half the normal full-time workload
at that institution. In connection with eligible Stafford Loans there are limits
as to the maximum amount which may be borrowed for an academic year and in the
aggregate for both undergraduate and graduate/professional study. Both aggregate
limjtations exclude loans made under the Supplemental Loans for Students and PLUS
Programg. The Secretary has discretion to raise these limits to accommodate
students undertaking specialized tra;nrng requrr;ng exceptionally high costs of
education.

Subject to these limits, Stafford Loans are available to borrowers in
amcunts not a8xceeding their unmet need for financing and determined and provided
in the Higher Education Act. Provisions addressing the implementaticn of needs
analysis and the relationship between -unmet need for financing and the
availability of Stafford Loan program funding have been the subject of frecquent
and extensive amendments in recent years. There can be no aggurance that further
amendment to such provisions will not materially affect the availability of
Stafford Loan funding to horrowers or the availability of Stafford Loans for
sacondary market acguisition. " As used in this aummary, & new borrower is an
individual who has no owutstanding balance due upon prior lcans under the FFELP,

Qualified Student. Generally, a loan may be made only to a United States
citizen or national or otherwise eligible individual under federal regulations
who (i) ha# been accepted. for enroliment or is enrolled and is maintaining
satisfactory progress at an eligible institution, (ii) is carrying at least one-
half of the normal full-time academic workload for the course of study the
student is pursuing, as deteérmined by such' instituntion, (iii) has agreed to
notify promptly the holder of the loan of any address change, (iv) meets the
applicable "neads" reguirements and (v} if such person is an undesrgraduate
enrolled in an institution participating in the Pell Grant Program, then such
person’s eligibility or ineligibility for the Pell Grant Program must have been
determined. Eligible lnstitutiong include higher educational institutions and
vocational schocls that comply with certain federal regulations. Bach loan is
to be evidenced by an -unsecured note. '

Principal and Interest; Stafford Loans may bear interest at a rate not in
excess of 7% per annum if made to a borrower to cover costg of instruction for
any period beginning prior to January 1, 1981 or, subsegquent to such date, if
made to a borrower who, upon entering into a note for a loan, has cutstanding
student loans under the FFELP for which the interest rate does not exceed 7%.
Stafford Loans made for pericds of ingtruction between January 1, 1981 and
September 13, 1983 bear interest at a rate of 9% per annum, and for periods of
instruction beginning on or after September 13, 1983, the rate is 8% per annum.
Further, loans to first time borrowers for periods of enrollment beginning on or
after July 1, 1988 bhear interest at raktes of 8% per annum from disbursement
through four years after repayment comtences and 10% .per annum thereafter,
subject to a provision requiring annual discharge of principal or rebate to the
borrawer to the extent that the sum of guarterly calculations of the amount by
which interest calculated upon the latter rate (10%) exceeds the amount which
would result from application of a rate equivalént to the %l-day Treasury bill
rate plug 3.25%. However, under the 1993 Technical Amendments, lenderg must
convert all loans subject to this provision to a variable rate egual to the 91-
day Treasury bill rate plus 3.25% or, in the case of a loan made to a borrower
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with ocutstanding student loang under the FFELP after October 1, 1993, the Sl-day
Treasury bill rate plus 3.1%, such conversion to take place before January 1,
19¢5. The converted loana will not thereafter be subject to the rebate
reguirements.

Under the Reauthorization Bill, Stafford Loans to new borrowers made on or
after October 1, 1992 bear interest at a variable rate adjusted annually based
on the most recent bond equivalent rate of the 9l-day Treasury bill rate plus
3.1%. The 1993 Amendments made certain changes to the interest rates on student
loans to he originated in the future. The interest rates on Subsidized stafford
Loans made to new borrowers as of July 1, 1594 will be the 9l1-day T-bill rate
rlus 3,1%, not to exceed 8.25%. The interest rates on these programs for loans
made on or after July 1, 1955 prior to repayment and during any grace period will
be the %1-day T-bill plus 2.5%, not to exceed 8.25%. The interest rate on
Subsidized Stafford Loans and Unsubsidized Stafford Loans made on or after July
i, 1998 will be the bond equivalent rate of the security with a comparable
maturity ags established by the Secretary plus 1.0%, not to exceed 8.25%. In
addition, new loanse made to borrowers with ountstanding Guaranteed Student Loans
effectively bear interest to the lenders at the same rate, subject to conversion
to a variable rate prior te January 1, 1595 as described above.

Disbursement Requirementa. The Eigher Education Act now regquirea that all
stafford Loans, PLUS and SLS loans be disbursed by eligible lenders in at least
two separate installments. The proceeds of a loan made to any undergradunate
first-year student borrowing for the first time under the program nust he
delivered to the student no earlier than thirty days after the enrollment period
begins. Under the Reaunthorization Bill, the annual Stafford limit for first year
students is 52,625 (except that lower limits apply to certain short-term courses
of study) but increages to §3,500 for second year students, £5,500 for third and
fourth year students, and $8,500 for graduate and professional students. The
aggregate limit is at $23,000 for undergraduates and $65,500 for graduate and
professional students. Undexr the prior law, since Januwary 1, 1987,
undergraduates could horrow under the Stafford program up to $2,625 annually
through the completion of the second year of instruction and $4,000 annually
thereafter. Undergraduate aggregate Stafford loan limits were set at $17,250.
Graduate or professional students could borrow up to §7,500 anmually, subject to
an aggregate limit of §54,750, inclusive of loans for undergraduate study.

Repayment. Repayment of principal on a Stafford Loan does not commence
while a student remains a qualified student, but generally begins upon expiration
cf the applicable Grace Periocd, as described below. Such Grace Periods may be
waived by borrowers. In general, each such loan must be scheduled for repayment
over a period of not more than ten years after the commencement of repayment.
The Higher Education Act currently requires minimum annual payments of $600
including principal and interest, unleas the borrower and the lender agree to
legser payments; in instances in which a borrower and spouse both have such loans
outagtanding, the total of combined payments for such a couple may not be less
than $600 per year. No penalties may be charged Eor early repayment.

Grace Period, Deferment Periods, Forbearance. Repayment of principal of
an insured student loan must g¢generally commence following a period cf {i) not
less than nine months or more than 12 months (with respect to loans for which the
applicable interest rate is 7% per annum} and {ii) not more than six months (with
respect to loans for which the -applicable interest rate is in excess of 7% per
annum and for loang to first time borrowers on or after July 1, 1988) after the
student borrower ceaseg to pursue at least a half~time courge of study (a "Grace
Period"). However, during certain other pericds and subject to certain
conditions, no principal repayments need be made, including periods when the
student has returned to an eligible educational institution on a full-time basis
or is pursuing studies pursuant to an approved graduate fellowship program, or
when the student is a member of the Armed Forces or a volunteer under the Peace
Corps Act or the Domestic Volunteer Service Act of 1973, or when the borrower is
temporarily totally disabled or during which the borrower is unable to secure
employment by reason of the care required by a dependent who is disabled (the
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"Deferment Periods"). The Lender may alsco allow periads of forbearance during
which the borrower may defer principal payments becaugse of temporary financial
hardship. ©The Reanthorization Bill simplified the deferment categories for new
loans and expanded the opportunities for students to obtain . forbearance from
Lenders due to temporary financial hardsh;p.

Interest Subsidy Payments

Interest Subsidy Payments are interest payments pald during certain pericds
by the Secretary with respect to Stafford Loans which meet certain reguirements.
wWith respect to loans for which the eligible institution has completed its
portion of the loan application after September 30, 1981, Interest Subsidy
Paynents are available only if certain income and need criteria are met by the
borrower. Interest Subalidy Payments will be paid (i) during a period in which
the borrower is enrolled at least half-time in an eligible insetitution, (ii)
during a six-month grace perieod pending commencement of repayment. of the loans,
(iii) during certain deferment periode, and (iv) in the case of loans initially
disbursed prior to October 1, 1981, during a six-month grace period following any
authorized deferment period before repayment is required to resume.

The Secretary makes Interest Subsidy Payments qguarterly on hehalf of the
borrower to the holder of the loan in an amount equal to the interest accruing
on the unpaid principal amount of the loan during the applicable period. The
Higher Education Ret provides that the helder of 2 loan meeting the specified
criteria has a contractual right, as agzinst the United States, to receive
Interest Subsidy Payments from the Secretary. Receipt of Interest Subksidy
Payments is conditioned on the eligibility of the 1loan for insurance or
reinsurance benefits. Such eligibility may be leost, if the requirements of the
faederal governmant and the guarantor relating to the servicing and collection of
the leoans are not met. If Interest Subsidy Payments have not been paid within
30 days after the Secretary receives an .accurate, timely and complete reguest
therefor, the Secretary must pay interest on the amounts due beginning on the
3lat day at the Special Allowance Payment rate plus . the rate of interest
applicable to the affected loans.

Special Allowance Payments

The Higher Education Act provides, subject te ¢ertain conditiong, for
Special Allewance Payments to be made quarterly by the Secretary to owners of
qualifying stafford Loans, -PLUS Loans and SLS Loans.

The rate of Special Allcwance Payments for a particular loan is.dependent
on a number of facters including when the loan was disbursed and for what period
of enrollment the loan covers costs. Generally, the sum of the stated interest
on the loan and the applicable Special Allowance Payment for a quarter will be
between 3.1 and 3.5 percentage points above the average of bond equivalent rates
of 91-day Treasury bills auctioned for that quarter. Under the Reauthorization
Bill, the special Allowance Payment will be calculated based on the bond
equivalent rate of the 91~-day Treasury bill plus 3.1% for loans mace on or after
Octocber 1, 1992, except that, under the 1993 Amendments, Stafford Loans made on
or after July 1, 1995 gualify for Special Allowance Payments based on the %1-day
Treagury bill rate plus 2.5% while the korrower ig in in-school, grace or
deferment status. In the case of certain loans made or purchased with funds
obtained from the issuance of tax=-exempt ohligations originally issued prior to
October 1, 19293, the Special Allowance Payments are reduced by approximately cne-
half, but nct less than certain minimums provided in the Higher Bducation Act.
Thesge minimum Special Allowance Payment rates effectively insure an overall
minimum return of 9.5% on such Stafford Leans. However, loans acguired with the
proceeds of tax-exempt obligations origirally issued after September 30, 1993,
will nc longer be assured of a minimum Special Allowance Payment. In addition,
the formula will be the same as for loans acquired with taxable proceeds (i.e.,
the full, rather than half, Special Allowance Payment rate). The formula for
Special Allowance Payment rates for PLUS Loans and SLS Loans is similar to that
for the Subsidized Stafford Loans except that no such payments are made until the




rate on the PLUS Loan or SLS Loan excesds a certain rate per annum accerding to
the type of loan and based on when the lean was firat disbursed. In order to be
eligible for Special Allowance Payments, the rate on PLUS Loans first dizbursed
on or after October 1, 1952 must exceed 10% and for SLE Leoans first disburged on
or after October 1, 1992 the rate must exceed 11%. The rate of sSpecial Rllowance
Payments for Subsidized Stafford Loans first disbursed on or after Qctaber 1,
1992 ig based on the bond equivalent 91-day T-bill Rate plus 3.10%. The Special
Rllowance Payment rates applicable to Consclidation Loans are determined in the
same manner as Subgidiged Stafford Loans made on ar after October 1, 1980, The
rate of Special Allowance Payments is subject to reduction by the amount of
certain origination fees charged to borrowers and may be reduced as a result of
certain federal budget deficit reduction measures.

The Higher BEducation Act provides that a holder of a gualifying loan who
is entitled to receive Special Allowance Payments has a contractual right against
the United States, during the life of the loan, to receive those Special
Allowance Payments. Receipt of Special BAllowance Payments, however, 1is
e¢onditioned on the eligibility of the loan for federal insurance or reingsurance
benefits. Such eligibility may ke lost due to viclations of the federal or
guarantor regulations specifying servicing and collection of the loan in the
event of delinguency. The Higher Education Act also provides that if Special
Allowance Payments have not been made within 30 days after the Secretary receives
an accurate, timely and complete request therefor, the Secretary mugst pay
interest on the amounts due beginning on the 31lst day at the Special Allowance
Payment rate plus the rate of interest applicable to the affected loans.

Unsubzidized Stafford Loan Progroam

Under the Reauthorization Bill, a new type of Stafford Loan was created for
students who do not gualify for the full subsidized Stafford Loan after
application of the need analysis methodelogy. Such students are entitled to
borrow the difference between the Stafford Loan maximum and theilr Stafford
eligibility through the new program. The new unsubsidized Stafford Loan is
substantially identical to cther Stafford Loans, except that the interest
aceruing on the loan while the student is in school or in grace or deferment is

capitalized or paid by the student, rather than paid by the Secretary through
interest subsidies.

PLUS and SLS Loans

Under the 1980 amendments to the Higher Education Act, Congress established
a pragram to provide loans to parents of dependent undergraduate studenta. Loans
under this program are designated "PLUS Loans.® The 1981 amendments tc the
Higher Education Act revised and expanded the initial program to also provide
loans " to graduate and professional students and independent undergraduate
students. TLoans under this program are designated "SLS loans." The basic
provisions applicable to PLUS and SLS Loans are similar to those of Stafford
Loang with respect to the invelvement of guaranty agencies and the Secretary in
providing federal insurance on the loans. . However, PLUS and SLS Loans differ
gignificantly from Stafford Loans, particularly because federal Interest Subsidy
Payments are not available under the PLUS and SLE programs and Special Allowance
Payments are more restricted.

PLUS Loanz and SLS Leans disbursed prior +o July 1, 1993 and after October
17, 1986 are limited to $4,000 per academic year (except for SLS Loans for
attendance at certain specified short-term courses of study in which case the
limit is lower) with a maximum aggregate amount of $20,000. PLUS and 5LS Loans
are also limited, generally, to the cost of attendance minus other finaneial aid
for which the student is eligible. 3 determination of a student s eligibility
for the Pell Grant and the Stafford Loan Program is a condition of the student’s
receipt of & SLS Loan. Under the Reauthorization Bill, there are no annual or
aggregate limits applicable to PLUS loans, except that parents continue to be
prohibited from borrowing amounts in excess of the student’s cost of attendance.
SLS Lean limite remain constant for first year and second year students, but
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increage te 85,000 for third. and: fourth year studants, and to §$10,000 for

graduate and professicral students. ~Aggregate limits increase to.§23,000 for
undergraduate students and $73 000 for graduate and professiocnal students.

The applicable lnterest'rate on PLUS Loans. depends upon the date of
issuance of the loan and the period of enrollment for which the loan is to apply.
For PLUS Loans issued on or ‘after October  1,1981, but for periocds of educational
enrcllment beginning prior to July 1, 1987, the applicable rate of imterest is
either 12% or 14% per annum.. A variable interest rate applies o PLUS and SLS
Loans made and disbursed on or after July 1, 1987 or made to refinance PLUS Loans
pursuant to the Higher Education Act. This rate is determined on the basis of
any l2-month period beginning on July I and ending on the following June 30, such
that the rate will be the bond equivalent rate of S52-week Treasury bhills
auctioned at the final auction held prior to the June 1l preceding the applicable
12-month period, plus 3.25%, with a. maximuw rate of 12% per eannum. Special
Allowance Payments are available on variable rate PLUS and SLS Loans only.if the
rate determined by the formula above exceeds 12%. Under the Reauthorization
Bill, PLUS loans carry a variable interest rate based on the bond equivalent rate
of the 52-week Treasury bill rate plus "3.1%, capped at 10%, for loans first
disbursed on or after Octcber 1, 1992, which cap has been further reduced by the
1993 Amendments to 9% for such loans dlsbursed oen or after July 1, 1994. For
PLUS Loans dishurged on or after July 1, 1598 the interest rate will be the bond
equivalent yield of a security of a comparable maturity plus 2.1% not to exceed
9%. SLS Loans cairry the same’ interest rate but are capped at 1l1%. Special
Allowance Payments are available if the interest rate calculated under the new
formula would exceed the applicable cap. Commencing July 1, 1994, however, the
SLS Loan program will be merged into the unsubsidized Stafford Loan program with
annual loan limits in the merged program egual to the combined limits of the two
programs prior to the merger. See "Special Allowance Payments" herein.

Repaywment of principal of PLUS and SLS Loang is required to commence no
later than 60 days after the date of disbursement of '=uch loan, subject to
certain deferral provisions. ' The deferral provisions which apply are more
limited than those which apply te Stafford Loans. Interest Subsidy Payments are
not available for such deferments, however, the Higher Education Act provides an
opportunity for the capitalizatjon of’ interest during such periods upon the
agreement of the Lender and borrower, The applicable annual loan limit is not
viclated by any decieion to capitalize interest.

A borrower may refinance all - outstanding PLUS Loans under a single
repayment - schedule for principal and interest, with a new repayment periocd
caleulated from the date of repayment of the moest recent included loan. The
interest rate of such a combined PLUS Loan is the weighted average of the rates

of all loane being refinanced. A second type of refinancing enables an eligible

lender to reissue a PLUS Loan which was initially originated at a fixed rate
prior to July 1, 1987 in order to permit the borrower to obtain the variable
interest rate available on PLUS Loans on and after July 1, 1987. . If a lender is
unwilling to reissue the coriginal PLUS Loan, the beorrower may chtain a loan from
another lender for the purpose of discharging the loan and obtaining a variable
intereat rate. Substantially identical comblned repayment and ref1nanc1ng
options are also available for SLS Loans.

Consolidation Loans R L. S

" Under the 1986 Amendments, Congress establlshed.a.program to prcvxde loans
to eligible borrewers for consolidating their student loans. The Reauvthorization
Bill and the 1993 Amendments amended certain provisions of the Congolidation Loan
program. . Under the program, an eligible borrower means'a borrcwer with an
outstanding indebtedness of at least $7,500, who is in repayment status or in a
grace period preceding repayment, or ig a delinquent or defaulted borrower who

will reenter repayment through loan consolidation. The $7,500 threshcld is-

eliminated for loans consolidated on or after July 1, 1994. The lcans under this
program are designated “Consolidation Loang.” Under this program, a -lender will
make a Consolidation Loan to an eligible borrower at the request of the borrower
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if the lender holds an cutstanding loan of the borrocwer or the borrower certifies

that he has been unable to obtain a Consolidation Loan from the holders of the
cutatanding loans of the borrower.

Congolidation Loans bear an interest rate equal to the weighted average of
the interest rates on the loans consolidated, rounded te¢ the nearest whole
percent; for loans consolidated prior to July 1, 1994 such rate will nct be less
than nine percent per annum. The repayment achedulea for Consalidation Loans
will not exceed: 12 years for lcans greater than or equal to §7,500, but less
than $10,000; 15 years for loans greater than or egual tc $10,000, but less than
$20,000; 20 years for loans greater than or equal to $20,000, but leas than
$40,000; 25 years for loans greater than or egual teo $40,000, but less than
$60,000; and not more than 30 years for loans in excess of $60,000. Effective
July 1, 1994, Consolidation Loans for less than $7,500 will have a repayment
schedule of not more than 10 years. Repayment must commence within 60 days aftexr
all holders have discharged the liability of the borrower on the loans selected
for consolidation. Effective for Consolidation Lean applications received by
lenders on or after August 10, 1993, the Secretary will no longer make Interest
Subsidy Payments on Consolidaticon Loans other than those loans which consolidate
only Subsidized Stafford Loans.,

Education Loans Generally Not
Subject to Discharge in Bankruptoy

Under the U.S. Bankruptey Qode, education loans are not generally
dischargeable, Title 11 of the United States Code at Section 523(a)({8) provides
as follows: i

(a) A discharge under Section 727, 1141, 1228(a), 1228(b}, or 1328{b) of
this title does not discharge an individugl debtor from any debt ===

(8) for an educational benefit overpayment or loan made, insured
or guaranteed by a governmental unit or made under any program funded in
whole or in part by a governmental unit or a nonprofit institution, or for
an obligation to repay funds received as an educational benefit,
scholarship or stipend unlegss -

{A) such loan, benefit, scholarship or stipend overpayment
first became due before seven years (exclusive of any applicable

sugpension of the repayment period) before the date of the filing of
the petition; or

(B} excepting such debt from discharge under this paragraph
will impese an undue hardship on the debtor and the debtor’s
dependents.

The 1990 Budget Reconciliation act ineluded language (Publication L101-508)
amending the Bankruptey Code to clarify the nondischargeability of educational
loans under Chapter 13 bankruptcey filings. The legislative intent behind the
nondischargeable status of educational loans is twofold: first, to prevent abuge
and fraud by student borrowers in declaring bankruptcy immediately after
completicn of school, but before accumulation of any attachable assets; and
second, as a public policy issue to encourage and eansure the conbtinued
availability of credit and funding for educational horrowing.

Guarantee and Reimbursement

The original prineipal amount of loans guaranteed by a guaranty agency
which are in repayment for purposes of computing rejimbursement payments to a
gquaranty agency means the original principal amount of all loans guaranteed by
a guaranty agency less: (a) guarantee payments on such leoans; (b) the origimal
principal amount of such loans that have been fully repaid; and (c) the original

amount of such loang for which the first principal installment payment has not
become due.
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The Secretary may withhold reimbursement payments if a gnaranty agency
makeés a material misrepresentation or fails to comply with the terms of its
agreements with the Secretary or applicable federal law. A suppiemental gunaranty
agreement is subjeckt to annual renegotiation and o termination for cause by the
Secretary. The Authority has no knowledge that any aforementioned supplemental
guaranty agreement will not be renegotiated on the same terms as are currently
in effect.

EBach guaranty agency {(or any other helder of a loan) is reguired to
exercise due care and diligence in the servieing of the loan and to utilize
practices which are at least as extensive and forceful as those utilized by
financial insgtitutions in the callecticn of other consumer loans. Due diligence
failures by a guaranty agency may xresult in the disallowance of federal
reimbursement payments with respect to the loans which were the subject of euch
failures. If a guaranty agency has probable cause to believe that the holder has
made misrepresentations or failed to comply with the terms of its agreement for
guarantee, the guaranty agency may take reasonable action including withholding
payments or reguiring reimbursement of funds. The guaranty agency may also
terminate the agreement for cause upon notice and hearing.

Pursuant to mest typical agreements for guarantee between a guaranty agency

and the ocriginator of the lvan, any eligible holder of a leoan insured by such a
guaranty agency is entitled to reimbursement from such guaranty agency for 100%
(or, for claims resulting other than from the death, bankruptcy or total .and
permanent disability ef the borrower made on or after October 1, 1993, 98%) of
any proven loss incurred by the holder of the loan resulting from default,'d&athr
permanent and total disability or discharge in bankruptecy of +the .student
borrower. Guaranty agencles generally deem default to mean a student’s failure
to make an inetallment payment when due or to comply with other terms of a note
or agreement under circumstances in which the holder of the loans may reasonably
conclude that the student no longer intends to honor the repayment obligation and
for which the failure persists for 180 days in the case of a lecan payable in
monthly installments or for 240 days in the case of a loan payable in less
frequent installments. When a lcan becomes 60 days past due, the holder is
permitted to reguest preclaims assistance from the applicable guaranty agency in
order to attempt to cure the delingquency. When & loan becomes 150 daya past due,
the holder is required to make a final demand for payment of the loan by the
student and to submit a eclaim feor reimbursement to the applicable guaranty
agency. The holder is requlred to continue collecticn efforts until the loan is
180 days past due. at the time of payment of insurance benefits, the holder must
assign to the applicable guaranty agency all rights accruing tc¢ the holder under
the note evidencing the loan. The Higher Education Rct prohibits 2 guaranty

agency from filing a claim for reimbursement with respect tc lossesz prior te 270
days after the loan becomes delingquent with respect to any installment thereon.

If a student who has received any loan directly insured by the Secretary
dies, becomes totally and permanently disabled or is discharged in bankruptey,
the Secretary is reqguired +o discharge the borrower‘s lianility on the lcan by
repaying the amount owed.
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endix C

oklahoma student Loan Authority
Student Loan Revenue Bonds, Series 1994a

THE ETATE GUARANTEE AGENCY
DESCRIPTIVE, SWATISTICAT: AND FIMANCYAL STATEMENT INFORMATION

The following information concernming the State Guarantee Agency not
otherwige attributed to another scurce has been obtaired from the state
Guarantee Agency for inclusion herein. Fhe information contained in
such material is not guaranteed as to accuracy or completeness by the .
Anthority, Bond Counsel or the Underwriter, and is not to be construed
as a representation by any of those perscns. WNeither the Authority,
Bond Counsel or the Underwriter have independently werified this
information and no representation is made by any of those persons as
ta the accuracy or adequacy of such irnformation or as to the absence
of material adverse changes in such information subsequent to the date
thereof. '

If not otherwise defined below, capitalized terms used in this Appeﬁdix have
the meanings given such terms in “Appendix A -~ SUMMARY OF CERTATN DEFINITIONS AND
PROVISIONS OF THE BOND RESOLUTION" hereto.

The oOklahoma Guaranteed Student T.oan Program

The oOklahcma Guaranteed Student Loan Program {"OGSLP"), as herein referred
to, is the cuarantor of the Federal PFamily Edusation Leoan (“FFEL“) Progran
conducted hy the oklahoma Student Loan Authority (the "Authority*) and numerouns
octher lendera making guaranteed education loans in oklazhoma under the guidelines
of the Oklahoma State Regents for Higher Education (the "Regents"), acting as the
rgtate Guarantee Agenay". ’

The Regents administer and utilize the student Educational Assistance Fund
(the "Guarantee Fund") established in the oklahoma sState Treasury by Title 70
Oklahoma Statutes 1991, Sections 622 and 623, as awmended, to guarantes gducation
loans made by eligible lenders, inecluding the Authority, te applicants who attend
approved universzities, colleges, vocational education or trade schools. The State
Guarantee Agency and the Guarantee Fund are reinsured, and guarantee claims paid
are reimbursed from 78% to 100% of the amount paid, subject to certain conditiens,
by the secretary (the "Secretary") of the U.S. Depariment of Education (the "USDE")
under the Higher Education Act of 1965, as amended (the "Higher Educatiocn Actv).

OGSLP has bheen in operation in oklahoma since Nevember 1965. Except for
the Authority, eligible lenders have primarily consisted of banks, savings and
loan asscociations and credit unions. As of sSeptember 30, 19%4, loans had been
made by various eligible lenders and guaranteed by the state Guarantee Agency in
the total principal amount of approximately $1.5 billion, of which approximately
$986 millieon aggregate principal amount was outstanding. The Guarantee Fund
balance {cash basis) at that date was 511,223,116 or, 1.14% of the guaranteed
principal amount outstanding. :

Guarantee and Reinsurance of Tosns

Az of september 30, 1994, approximately 98.62 of the FFEL Program loans held
by the authority were guaranteed by the Regents acting as the State Guarantee
Agency. Pursuant to that certain Agreement to Endorse Loans dated October 3, 1994
by and between the Regents and the Authority, the Aunthority is entitled to payment
from the state cGuarantee agency for 100% (98% for loans first disbursed after
October 1, 1993 except for Lender of Last Resort loans) of any proven loss incurred
by the Avthority resulting from default, and for 1002 of any proven loes resulting
from death, permanent and total disability or discharge in bankruptey of the
borrewer. Under the Higher Edueaticn act, a quarantor deems default to nhean the
borrower’s failure to make an installment payment when due or to comply with other
terms of a note or agreement under circumstances in which the holder, such as the
authority, may reasonably conclude that the borrower no longer intends to honor the
repayment cbligation and in which the failure persists for 180 days. When a loan




becomes 151-180 days past due, the holder is required to make a final demand for
payment of the loan by the borzower and to submit a claim for reimbursement within
90 days thereafter to the guarantor. The holder, swmeh as the authority, is
required to continue collecticn efiforts until the loan is 180 days past due. At the
time of payment of insurance benefits, the holder, such as the Avthority, wust
assign to such guarantor all rights accriing *to the holder under the notes
evidencing the lcan.

The guarantee obligations of the State Guarantee agency ars reinsured by the
Searetary. Pursuant to the Higher Education Act, the Regents, acting as the State
cGuarantee Agency, entered inteo an agreement for FPederal Reinsurance of Loans
Pursuant to Section 428{c) cf the Higher Education Act of 1965, as amended (the
"Federal Reinsurance Agreement”) with the secretary, dated octocber 20, 1977, as
amended, and a Supplemental Guarantee Agreement for Federal Reinsurance of Loans
{the "supplemental Guarantee Agreement™) with the Secretary dated May 4, 1984, as
amended, pertaining to the secretary’s reimbursement to the state Guarantee Agency
for amounts expended by the Regents in discharge of its insurance obligations with
respect to defaults by borrowers in the payment of principal or interest on lcans
guaranteed by the Regents. The Supplemental Guarantee agreement is subject to
annual renegotiation and to termination for cause by the secretary.

The state Regents For Higher Education

The Regents, acting as the State Guarantee BAgency, operate OGSLP and
administer the Guarantee rFund. The Regents were aestablished pursuant to article
X11T-p, Cklahoma constitution, Sections 1 through 4 adopted in 1941 as & nine
menmber governing becard. Members of the Regents are appointed by the Governor of the
state, confirmed by the state Senate, and are removable only for cause. The term
cf office of the Regents iz nine years. The terms are overlapping. Regents ssrve
until their successocrs are appointed and gualified. The present members and
cfficers of the Regents, and their principal cccupations are as fecllows:

Tarm Principal
Name office Expiration Oceupation
Ed L. calhoon, M.D. Chairman May 1995 Physician; Beawver, OK
Frederick W. MoCann Vice Chairman May 1995 Attorney; Oklahcoma
city, OK
Anne Hodges Morgan Secretary May 1937 Authog and
consultant;
Norman, OK
Robert L. MoCormiclo Assistant May 2000 President, stillwater
Secretary National Bank;
stillwater, oK
James E. Barnes Member May 1996 Chairman and

Preasident, MAPCO,
Inc.; Tulsa, CK

Glenn A. Cox Member May 1998 Retired Chief Exec.
Officer, Phillips
Petrcleum Co.;
Bartlesville, OK

John Massey* Member May 2001 chairman, burant Bank
and Trust Co.;
Durant, OK

Bill W. Burgess Member May 2002 Attorney, Burgess Law
Firm; Tawton, OK
Leonard Eaton Member May 2003 Financial consultant;
i Tul=a, OK

sSource: The Regents

*€tillwater ¥ational Bank and burant Bank and Trust Company are eligible lenders
participating in the oGsLP.

The Regents are the governing board for the unified system known as The

Oklahoma state System of Eigher Rducation (the *"Higher Education System") which
was created by Article XIII-a, ¢klahema Constitution, sSection 1 in 1941. The
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Eigher Education System consists of all institutions of higher education in the
state supported wheolly or in part by legislative appropriations, and is presently
composed of: (i) two Comprehensive Universities and their nine constituent
agencies; (ii) ten regional and senior state Universities; and (iii) 13 two year
Colleges.. c . : S ;

In addition to operating OGSLP and administering the Guarantee Fund, the
responsibilities of the Regents include: (i) determining functions and courses of
study for each educational institution; (ii) prescribing standards of higher
education spplicable at each institution: (iii) granting degrees and cother forms
of academic recognition for completion of prescribed ‘courses of study at
institutions; (iv) recommending toc the sState Legislature the budget needs of
 institutions; and (v) recommending to the State Legislature preposed student fees
at all institutions and subseguently prescribing and' coordipating fees within
limits set by the State Legislature. In addition, the Regente approve educational
programs and degrees for private institutions of higher education and accredited
institutions in the State pursuant. to the coordlnatlng authorization <f the
oklahoma COnstltutlon.

Purguant to Article XTII-A, Oklahoma Constitution, Section 3, appropriaticns
made by the sState Legislature for all institutions that are a part of the Higher
Education sSystem are made in consclidated form without reference to any particular
institution. The Regents allocate the appropriation te each institution according
to its needs and functions. Yor the Fiscal ¥ear ended Jume 30, 1994, the higher
education appropriation was approximately $556.4 million, and the Regents’ total
budget was approximately $853.3 millicn. For the Fiscal Year ending June 30, 1993,
the higher education apprcprlatlon is approximately $557.7 million, and the
Regents’ total budget is approximately $876.4 million. .

The Regents appoint a chief executive officer; the chancellor of #igher
Education, and approve appointments of other administrative perscnnel necessary
to administer the affairg of the Regents. The present chancellor is Dr. Hans
Brisch. Gary smith is the Executive vice-chancellor of the Regents responsible
for the administration of OGSLP.. The following are brief biographies of br. Brisch
and Mr. smith. ’ : -

Dr. Haps Brisch - Chancellor. Dr. Brisch was appointed chancellor of the
Regents on December 14, 1987, Prior to that, dr. Brisch served as Chief of Staff
to Governor Kay Orr of Nebraska. Dr. Brisch received his Bachelor of Arts degres
in Political science from Park College in 1964. EHe glso received his Master of
Arts and Doctor of Philogsophy degrees in political soxence from the University of
Kansas in 1967 and 1970, respectlvely

Mr. Gary smith -~ Executive Vice Chancellor & Chief COperating Officer. Mr.
smith was appointed as Executive Vice thancellor of the. Regents in August, 1988.
Before joining the Regents+s ataff, Mr. .smith acted &s Vice President for
Administrative Affairs at the University of Oklahoma Realth Sciences Center and
ag Director of Internal Audits for the University of oklahema.' Mr. smith received
his Bacheler of Science degree from the University of Central oOklahoma (Edmond,
oklahoma) in Buginess Administration in 1964.

State Guarantee Agency Admlnlstratlon

The state Guarantee Agency operations are performed by 0@GSLP as a function
within the Regents, OGSLP employs approximately 130 full time equivalent employees
under the direction of Mr. smith. Mr. Smith is assisted in this capacity by Alice
Strong as Director of OGSLP and Director of Human Rescurces for the Regents since
July, 1988. Prior to joining the Regents, Ms. Strong was employed by the Federal
Aviation Administration. she received her Bachelor of sScience degree in Elementary
Education from Langston University (Langston, Oklahoma) in 1967 and the degree of
Master of Public Administration from the University of ¢klahoma (Norman, oklahoma)
in 1978. The cffices of the OdESLP are leocated at 621 North Rob;nson Avenue, Suite
201, oklahoma City, oklahoma 73102 Telephcne (405) 552~4300._

OGSLP is organlzed 1nto seven lelSanS. The organlzatlonal divisions of
OGSLP are as follows:.

c=3




A. Administrative Division. This Division performs the records
management and their administrative services including purchasing and building
management. The Administrative Division is managed by Mary Jo Linder who has been
emplcyed by the Regents since 1584. Ms. Linder received her Bacheler’s of Science
degree (Accounting) in 1987 from the University of Central oOklahoma (Edmond).

B. PFinancial Services. This Division is responsible for: (i) school
and lender reviews and for monitoring general compliance with federal regulations
by all guaranteed student loan program participants; (ii) financjial and operational
reports; and (iii) the Accounting Department which is responsible for monthly
reports to USDE. The Finmancial Services Division is mapnaged by Dr. Glendon Forgey,
C.P.A. who also serves as Assistant Director of OGELP. Dr. Forgey has been
employed by the Regents with 0GSLP since 1980, Dr. Forgey received his Bachelor of
Science degree (Accounting) in 1980 and his Master of Business Administration
degree in 1987 from the University of central cklahoma (Edmond), and the degree of
Doctor of Education in 1%%1 from the University of Oklahoma (Norman).

C. Custcomer Services Division. This Division is responsible for: (i}
the Applications Department which processes all loan applications; (iiy the
customer service pepartment; (iii) the Training Department which prepares training
materials and conducts trazining conferences for OGSLP lenders and schools; and (iv)
the status management department which is respensible for updating and maintaining
the borrowers’ statns con OGSLP’s data base, and for guarantee fee billing to
lenders. The customer Services Divisicn is managed by Rick Edington who has been
enployed by the Regents with OGSLP since 1987. Mr. Edington received his Bachelor
of Business Administration degree (Finance) in 1984 from the University of oklahoma
(Norman) and his Master of Business Administration degree in 1993 from the
Univeraity of Central Oklahoma (Ecdmond).

D. c¢lailms Division. The Cclaims Pivision is responsible for the payment
of default claims, reviewing the default claims for approval or rejection and
monitoring whether due diligence and other requirements were met. The Claims
Division includes the Default Preventions Department which works with lenders to
provide assistance in locating borrowers, converting borrowers to payout status,
or collecting intereat. After zn account has been in delinguency status for 120
days, OGSLP engages in supplemental preclaims activities to attempt teo prevent
defaults from ocourring. The Claims Pivisicn is managed by Rick Sykora, who has
been employed by the Regents with 0GSLF since 1987, Mr. Sykora received his
Bachelor of Business administraticon degree in 1983 from the University of Central
Oklahoma (Edmond) and his Master of Business Administration degree in 1993 also
from the University of Central oklahoma.

E. Management Information Systems ¢MIS). This Divigion is resgponaible
for the maintenance of the computer system, the telephone system and other computer
related activity. The MIS Division is managed by Bob Edney who has been employed
by the Regents with OGSLP sinece July 199%1.

F. Recoveries Divigion. This Division concentrates efforts con the
callection of defaulted loans, incloding acecunt referral to a collection agency.
OGSLP participates in the oklaboma Tax Commission’s tax warrant intercept program
to prevent defaulted student loan berrowers from receiving their state inccme tax
refund check. OGSLP began participating in this program in December 1987, and had
collected $1.3 million through September 30, 1594. OGSLP began an administrative
wage garnishment program in February 1994. This program allows OGSLP to garnish
10% of the disposable wages of a defaulted borrower. OGSLP performs automated
matches with the employment agencies of several surrounding states. Through
September 30, 1954, OGSLP had collected $716,000 in wage garnishments. The
Recoveries Division is managed by Larry LeVern who has been employed by the Regents
with OGsLP since 1988. Mr. LeVern received his Bachelor of Arts degraze (Speech)
in 1974 from oOklahoma State University (stillwater). )

G. Legal bivigion. This Division employs five (5) staff members to
file suit and perform litigation activities to collect defaulted loans. The Legal
Division is managed by Regina switzer, Esg. who has been employed by the Regents
since December 1992. M3. Switzer received her Bachelor of sScience degree
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{Psychology) in 1989 from the University Oklahoma {Norman), and her Juris Doctor
degree in 1992 also from the University of oklahoma.

Service Area

The state Guarantee Agency guarantees'ioans for students {or parents in the
case of PLUS Program loans) who are otherwise eligible for loans if the student is
attending a participating eligible . schcol on at least a half-time basis,

The state Guarantee Aglncy prov1des for the el;glblllty of all lenders
degeribed in Section 435(d) (1) of the Higher Education Act. There are
approximately 131 participating lenders, of which 37 actively originate student
loans guaranteed by the state Guarantee Agency., “

Electronic Data Processing sSupport

OGSLP uses the integqrated software aystem for administering education loans
provided by United Student Aid Funds, Inc. pursuant to an agreement between the
Regents and United student Aid Funds, Inc. dated september 7, 1289, as amended and
aextended. This software system is operated from terminals controlled by OGSLP and
connected to the United sStudent Aid Funds, Inc.’s gystem, which provides for loan
applicatien processing, guarantee fee billings to lenders, loan status management,
preclaims asaistance, claims processing, post c¢laims operaticns (including
reinsurance claims to the USDE), ‘and reporting. .

Guarantee Fees Charged ,

For guaranteeing an education loan, the State Guarantee Agency presently ’
charges a one percent (i%) fee on the principal amount of the loan disbursed by
the lender to the borrower. This fee is paid once with no further adjustments,
and is subtracted from the guaranteed loan amount pricr to disbursement by the
lender. The one percent (li) fee charge has been in effect by the state Guarantee
Agency since July 1, 1994 pursuant to amendments in the Higher Education Act. . From
July 1, 1987 through June 30, 1994, the State Guarantee Zgency charged a guarantee-
fee of three percent (3%) of the guaranteed principal amount, but was required to.
pay USDE cne-half percent (0.5%) asz a reinsurance premium, resulting in a net
quarantee fee of two and one~half percent {2.5%).

In the Fiscal Year ended June 30, 1994, net guarantece fee (less reinsurance
premiume paid) income earned by the State Guarantee Agency was approximately:
54,328,000, The net reduction of guarantee fees charged will result in a
significant loas of revenue to the State Guarantee Agency in the current Fiscal
Year and subaequently. If the new gquarantes fee rate had been in effect for the
Fiscal ¥Year ended June 30, 1994, the revenue reduction would have been
approximately $2,595,000. : : - : .

To adjust for this adverse impact on revenue in the Fiscal Year ending June
A0, 1995 and subseduently, the state Quarantes Ageney is 1mplement1ng (or expects
to implement) the following:

A. A reduction of fhe claims payment trigger rate tc increase the
amount of reinsurance payments from USDE, asee the caption "Trigger Rate" herelin;

B. An increase in interest earnlngs on the Guarantee Fund due to
higher inmterest rates; .

C. A reduced capital outlay because OGSLP has acquired sufficient
technical capability, including a telephone auto-dialer for increased telephone
collection calls, over the past aseveral years to support additicmal efficiency in
collection without additional capital ezpenditures:

' D. Increased fee retention from collections of defaulted loans due té-
administrative wage garnishments and consoclidation and rehabilitation of defaulted
loans resulting in a retention of 18.5% of principal restored to performing status,
and




E. Increased guarantee fee revenue from guaranteeing loans at eligible
inatitutions that previously chose another guarantor because the state Guarantee
Agency’s fee was higher.

Annual Guaranteed Loan Volume

Since Wovember 1965, the State Guarantee Agency has a cumulative volume of
loan principal guaranteed totalling approximately $1.5 billion, representing
approximately 670,000 loans to eligible borrowers. The sState Guarantee Agency
began guaranteeing Unsubsidized stafford Loans for Middle Income Borrowers
("Unsubsidized stafford“) in December 1992, pursuant to the authorization of that
education ioan type by the Higher Education Amendments of 1992. Beginning July 1,
1984, the suS loan type was replaced and merged intc the Unsubsidized stafford loan

program. The State Guarantee Agency began guaranteeing Federal Consolidation Loans
(*Consolidation") in November 1923.

puring the past five federal fiscal years, the loan principal volume
guaranteed by the State Guarantee hgency was as shown on the following Table:

No. of Toanns

"Annunal Education Loan Guarantees

Federal
Fiszal Year

Ended 9/20/54

Faderal
Fiaral Year

Ended 3/3D/93

Federal
Fiscal Year
Ended 3/30/92

Federal
Fiscal Year
Ended 9/30/53

Federal
Fimcal tYoar
Ended 5/30/50

Guarantesd
Stafford 60,280 54,796 50,895 45,817 43,757
{aubsidized)
Tneubaidized
Stafford 15,758 5,324 ul a a
PLUS 2,688 3,691 6,398 4,733 2,104
SLS 71,173 10,543 8,835 5,466 7,716
Consalidation 763 g 2 0 o
Total 87,663 74‘554 55‘123 50,016 55,577
Principal Amcunt
Guaranteed
Stafford $164,813,708B 5144,895,972 5123,277,027 £113,271,878 5102,952,530
(subsidized) .
TUnechsidized
Stafford 45,472,548 11,817,733 ¢} 1] o]
PLUS 10,755,429 12,323,011 16,848,033 12,545,400 11,442,286
SLS 17,280,522 26,596,502 23,266,331 20,884,965 15,785,150
Consolidation 54,263,994 1] [1] o 0
Total 5292‘585‘201 5195'637‘213_ $163‘392:191 $1£?I102=243 $134=22G‘356
Inetituticn \
4 Ymar Univ. 5175,304,211 §146,609,65B82 $113,857,023 $ 94,336,077 5 85,541,432
2 Year College 35,227,306 25,345,260 19,847,776 16,594,356 13,632,268
Proprietaxy 27,750,630 22,682,276 30,687,392 36,171,810 35,045,669
Total 3239i322i207* 3155I637l213 5163:392:191 $147‘ID2‘243 $134=220=355

Souxca: QOGSLP

»OGSLPrs system does nob t:aék Conasolidation loan approvals by institution type.
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outstanding Porftfolio Composition
The composition of the sState Guarantee Agency’s ocutstanding loan principal

guaranteed during the last five federal fiscal years haa been as shown in the
following Table:

Composition of Outstanding Education loan Guarantees

Loan Prineipal

Pederal
Fisczl Yaayx

Endad 9/30/94

Pedmral
Pigcal Year

Ended 5/30/93

Fadarsl
Fincal Year
Ended 8/36/92

Faderal
Fiseal Year

Ended 5/30/51

Pederal
Plecal Year |

Ended 9/30/80

Cntstanding
stafford $726,900,536 §630,217,012 §584,599,386 - $4%1,540,919 $433,727,078
{subnidized) ) - .
Unaukaidized
stafford 53,287,854 11,303,797 4] 0 14
DLAE 65,734,033 60,570,899 45,642,597 30,878,615 25,980,096
SLS 85,767,184 80,612,091 73,656,384 63,124,105 48,350,571
Consolifdation 53,972,156 ] 0 1] 0
Total $BB§I661‘463 $782‘103‘799 $$7¢‘298‘367 $535i543‘539 $508I058‘145
Loan Status '
Interim 5380,667,.742 5273,035,514 $2149,327,9%60 $194,407,917 $175,203,805
Deferzred 37,974,475 56,973,312 43,852,802 20,354,610 24,500,206
Repaymnent 577,015 275 452,654,973 411=111IEDS A61 882,117 307:35dl134
Total 5935=661=492 STBZI?OB‘TQQ $585‘643‘639 $508I058=145

$674,298 367
Institutien Typms _ -
78.9%

4 Year Univermity 80.0¢ 75.7% £7.8% 67.5%

2 Yenr College 10.6 10.4 10.40 4.4 Fa6

Propristary 2.6 10.7 14.3 27.8 22.9
Total 100.0% 100.0% lqﬂ.ﬂt 100.0% 100.0%

Sources OGSLFP

Trigger Rate

The “triqger rate" is the ratic of the amount of reinanrance claims paid to
2 guarantee agency during a federal fiscal year ending September 30, te that
guaranter /s amount of loans in repayment at the end of the preceding federal fiscal
vear expressed as a percentage. The trigger rate determines the rate of
reimbursement of c¢laims payments which the State Guarantee Agency is reimbursed
by the USDE pursuant to the Federal Reinsurance Agreement and supplemental Guaranty
Agreement. Reimbursements by the USDE are subject to a sliding scale based on the
trigger rate, as followa:

T0ans Prior ‘Loans After

to 10/1/93 9/30/93
befault Reimbursement Reimbursement
claim Rate Rate Rate
Up to 5.0% 100%. 9E%
5.0% up to 9.0% 90% ' 88%

9.0% and over L : 78%

[Thie space left blank. intentionally]
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During the past five federal fiscal years, the trigger rate for the State
Guarantee Agency has been as shown on the following Table:

ITriqqer Rate of the State Guarantee Agency

Federal .

Fiscal ¥ear _ Trigger Trigger

Ended 9/30 Numerator Denpominator Rate
1994 ‘ £28,952,615 $476,558,459 5.96%
1983 27,277,618 432,019,693 "6.30
1992 25,839,425 385,726,429 6.70
1991 30,098,281 347,024,500 8.67
1950 : 17,626,928 255,845,822 6.89

Source: QGSLP

Under the trigger rate formula, reimbursements of claim payments are made by
USDE at 100% of the amount of the claim {with certain exceptions, at 93% for loans
first disbursed on or after october 1, 1993) until such payments during the federal
fiscal year reach five percent (5%) of the leoan principal in repayment at the end
of the previous federal fiscal year. For the remainder of the federal fiscal year,
reimbursements are made at 20% of the amount of the claim (with certain exceptions,
at 88% for lecans first disbursed on or after oOctober 1, 1993) with the guarantor,
such as the state Guarantee Agency, responsible as a co-insurer for the difference.
buring the federal fiscal year ended September 30, 1894, the State Guarantee Agency
had approximately $457,000 in potential reimbursements of claim payments denied
because of this factor.

As shown in the Table above, the State Guarantee Agency‘s trigger xate has
improved significantly over the past several years. The State Guarantee Agency
attributes this improvement to several reasons, including:

A. Enforcement activities of USDE regarding the eligibility of
educational institutions to participate in the F¥EL Frogram because of high coheort
default rates of borrowers that attended asuch institutions;

B. Implementation of a Default Prevention Program operated in the
Claims pivision;

C. The implementation of guaranteeing Federal cConscolidation ILoans

which maintains loans in the repayment portfolio as part of the calculaticn of the
trigger rate.

OGSLP ‘s management cbjective for the federal fiscal year ending September 30,
1995 iz to avoid hitting the five percent (5%) "trigger”, thereby cbtaining
reinsurance to the full amcunt available.

Federal administrative Cost Allowances advances

Upon pericdic application by a2 guarantor pursuant to the Higher Education
Act, the Secretary is authorized to pay such guarantor an administrative cost
allowance up to one percent (1%) of the total principal amount of student loans
gquaranteed in any fiscal year. The USDE has committed to paying guarantors one
parcent (l1%) of loan volume for the federal fiscal year ending September 30, 1295,
The USDE is in process of evaluating a methed for Administrative Cost Allowance
payments during the transition of the FFEL Program to the William D. Ford Federal
Direct Loan Program {"FDSLP") operated by USDE.



Guarantee Fund Reserve Balance

The cumulative summary of sources and uses of the Guarantee Fund balance
since its inception are shown in the following Table:

Fund Balance of the state Guarantee Agenay
{September 30, 1994, cash Basis)

Scurcegs (cumnlative)

State Appropriations § 1,952,966
Federal Advances ~0-
Inveatment Income 6,657,217
Guarantee Fees 33,625,218
Federal Reinsurance 188,492,543
collections Recoveries 55,647,756
Administrative Cost Allowance 11,843,015
Supplemental Preclaims Asgistance 1,816,534
other 1,084,585
Total sources of Funds $311,123,844

Uses (Cumulative)

claims Paid $212,446,562
Operating costs 47,377,413
Recoveries to USDE 35,406,249
Reinsurance Fees to USDE 4,670,504
Other ' 0
Total Uses of Funds 289,500,728

Tund Balance (Cash Basis),
as of September 30, 1994 $ 11,223,116

Source: OGSLP

Based on the Guarantee Fund balance above and the outstanding loan principal
guaranteed at that date, the Reserve Ratio (cash basis) for the sState Guarantee
Agency at September 30, 1994 was 1.14%. This ratic exceeds the requirements of the
Higher Education act. Based upon the Higher Education Amendmentsz of 1292 to the
Eigher Education Act, the State Guarantee Adency iz required to maintain a Regerve
Ratio of 0.7% for the current Fiscal Year ending June 30, 1995, 0.9% for the Fiscal
Year ending June 30, 1996, and increasing to 1.10% for the Fiscal Year ending June
30, 19%7. .

[This space left blank intentionally]




The Guarantee Fund balance, compared to the amcunt of outstanding loan
principal quaranteed, and resulting Reserve Ratio for the last five federal fiscal
years was as shown in the following Table:

Guarantee Fund Balance and Loan Principal Guaranteed
{Cash Basis Fand Balance)

Federal Guarantee outstanding

Fiscal ¥ear: Fund Loan Principal Reserve National

Ended 9/30 Balance Guaranteed Ratio Average
1994% $11,223,116° 985,661,492 1.14%% N/A %
1993 9,897,659 782,703,799 1.26 N/A %
1992 ‘ 8, 455 927 674,298,367 1.25 1.50%
1591° 7,472,607 586,072,314 1.282 0.80%
15890 ‘ 7,284,782 508,058,145 1.43 1.00%

'Presented on a Cash Basis. The State Guarantee Agency paid an additional
$1.5 millicn in defaulted claims during september 1994 that would not have
normally been paid during September. The additional claims were paid as
part of an initial effort te comply with timely payment of claims within
sixty (60) days. The sState Guarantee Agency realizes that USDE is not yet
enforcing this policy, but is attempting to save interest from being paid
on defaulted loans. If the additional $1.5 millien, which is due from USDE
ag a receivable, had not been paid, the State Guarantee Agency’s Guarantee
Fund reserve (cash basis) would have been approximately §£12,750,000 and the
Reserve Ratio would have beepn 1.29%.

*pro-forma amount. The Guarantee Fund balance is presented on a cash
bagis. as of september 30, 1991, the cash basis Guarantee Fund balance
was $3,430,580, but the sState Guarantee agency had $4,674,194 in
reinsurance payments receivable from USDE (received October 3, 1991) and
$632,167 of collections payable to USDE. The net amount of $4,042,027 that
the State Guarantee Agency expected to receive from USDE prior to September

30, 1981 would have made an Iincrease of £187,825 from the previous
September 30.

Sources: OGSLP (FFY 1994, 1993 and 1932) and U.S. Department of Education,
Fiscal Year 1991 cGuaranteed Student Loan Programs Data Book

The Guarantee Fund is maintained in the State Treasury and invested in
short-term obligaticns of, or quaranteed by, the U.S. Government and otherwise
pursuant to the investment powers and policies of the state Treasurer.

There ia no assurance that the sState appropriations, investment income,
inourance premiums and federal reimborsements will continue to be deposited in
amounts consistent with past experience. The Guarantee Fund is not a reserve for
the Anthorlty's bonds or notes or the educatlon loans of the authority omly, but
is an insurance reserve established in respect to any claims that might be
submitted by any participating eligible lender with regard to any education loans
guaranteed by the state Guarantee Agency.

[This space left blank intentionallyj
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Sources and Uses of Funds for the Guarantee Fand

The Sources and Uses of Funds for the Guarantee Fund prepared on a cash
basis of accounting for the past five federal fiscal years has been as shown in
the folloewing Table:

sources and Uses of Funds

— (cagh Basigy

Federal Pederal Federal Fedaxal Federal
- Fiosal Year Fiscal Year Fipcal Year Fiscal Yeaz Fiscal Year
Sources of Funds Ended $/30/54 Ended 5/30/93 Ended 3/30/52 Ended 8/30/51 Ended 30790 |
Adminiotrative Cost ' . :

Allowanen § 2,344,198 § 1,286,959 $ 1,915,832 $ 687,576 $ 1,511,512
Goarantee Pees 4,861,333 £,414,191 4,221,201 3,637,721 4,018,344
Collectiona Recovariss 14,675,856 11,274,962 7,120,730 4,846,591 3,863,648
Federal Reinsurance 29,955,290 . 31,702,730 31,140,834 25,705,420 17,762,567
Inveatment Income 317,165 204,742 249,218 351,539 459,288
Supp. Preclaims ) - .

Assiptanee E2&,084 665,000 £1g,850 0 [+
Gther 167,037 : 151,255 P 170,425 18,149 140,868

Total Sources $52,873,070 §45, 724,419 $45,337,180 $35,287,296 $37_ 746 630
Uses of Funde
Claims Paid | g21,312,116 $31,669,623 $28,941,708 §31,339,577 §19,000,175
Cparating Costs 9,145,974 5,614,443 5,531,013 1,572,157 4,935,510
Raroverles s USDE ip,268,450 6,833,275 4,631,165 2,647,508 2,582,159
Rainsurancs Fasa to USDE £20,073 4385, 366 507,916 582,158 785,523
Total Unens §51,547,613 $48:3D2t707 SGUE311I803 §39,141,598 527:317|367
Excens (or lons) § 1,325,457 $_1,441,732 §_5,025 3477 §i3,854.20m1 5 429.3637

lpursunnt to state law, the Regents maintain their accounting records on the cash basis. 2as of
Smptembexr 30, 1951, the Statms Guarantes Agency bad a net amount of 54,042,027 receivable from USDE
{rwcwived Octcber 3, 1951) which the State $unarantes Agency expected to receive from UDSDE prior to
September 30. If such pagments had been received and made by Septembe:r 30, 1391, {the pro-forma Excess
{or losu) for the federal fimcal years ended Septenber 30, 1992 and 1591 would have been:

FFY _9/30/92 EFY 9/30/91

An raflacted on cash banis $ 5,025,347 ($2,854,202)
Reinsurance payment received Oct. 3, 19491 {4,574,194) 4,674,154
Collections paid on Oct. 3, 1991 532,167 (. 632,167)
Pro=Forma BExcess (or Loas} 3 383,320 5 187;825

2During the federsl fiscal year ended September 30, 1990, OGSLF expensed csrtain non-recurring
expenditures in the amount of apprexvicately 5236,000 for the purchaze of data pracesaing and
communications ecquipment, ae well ae -spftware for autcmated servicasn. Under sanerally accepbed
seconnting principles, this acquisition smount would have besn scpenmad ovar the estimated nseful 1ifa
of the assets.

Fource: OGSLE
Ccuamnlative Default Rate

The matured paper, default claims paid'to lenders and the collection
recoverieg, on a cumulatiwve basis, and the related gross and net default rates

for the state Guarantee Agency for the last flve federal fiscal years is shown
in the fellowing Table:

[This apace left blank inteﬁtionally]
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Cummlative Matured Paper Claims and Default Rates

{$000)
ﬁederal Federal Federal Federal Federal
Fiscal Fiscal Fiscal Fiscal Fiscal
Year Year Year Year Tear
Ended Ended Ended Ended Ended
8/30/94 9/30/93 9/30/92 9/30/91 9/30/90
comulative
Matured FPaper .
stafford $ 775,580 5677,523 %591,268 $513,091 $430,479
{subsidized)
Unsubsidized .
stafford 53,407 11,308 0 0 0
PLUS 78,669 69,323 57,941 42,482 29,990
ST.S 120,856 117,102 93,502 71,933 53,611
Consoclidation 54,264 g 0 0 0
Total $1,092,776 8875,256 $7425?11 3627,506 $514,080
cumalative -
Defauits Paid
stafford $ .155,364 $142,2758 $120,375 $ 99,405 3 78,805
{subsidized)
Unsubsidized
Stafford 12 0 0 0 0
PLUS 6,234 4,75% 3,417 2,146 341
8IS 30,332 24,472 18,685 13,48¢% 5,987
consalidation 173 1] 1] 0 ]
Total 3 202;115 $171:506 $142‘47? $115‘040 s 855633
Lenderss (Gross}).
Default Rate
Defanlt
Rate (OGSLE) lB.5% 15.6% 19.2% iIg.3% 16.7%
National ! _
Average N/A % 17.7% 17.7% 16.6% 15.0%
Cunulative
Collectiong
stafford $ 66,690 $ 51,590 $ 39,718 $ 30,455 $ 23,409
{subsidized)
Ungubsidized
stafford 0 0 o 0 !
PLUS 1,710 1,055 497 163 23
SLS 5,371 2,963 1,432 482 77
Conaclidation 0 0 0 4] 0
Total S 73,771 $_55,608 $_ 41,647 $_ 31,100 $_23,508
Wet Defanlt
Rate (OGSLE} 11.7% 13.2% 13.6% 13.4% 12.1%
National
Average N/a 11.5% 12.1% 11.8% 10.7%

Sources: QGSLF (FFY 1994, 1993 and 1992) and U.S. Department of Education Piscal
Year 13551 Guaranteed sStudent Loan Programs Data RBook.
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status of Federal “Spendﬂnewn

The USDE had advanced the State Guarantee Agency $677 181 pursuant tc an
Agreement for Federal Advances under The Higher Education Act between the Regents
and the secretary. bDuring the federal fiscal year ended June 30, 1989, the USDE
recoversd the amount claimed against the state Guarantee  Agency s eligible
reinsurance ¢laims. ~ The totdl amount that the State Guarantee Agenoy was
required teo return was $1,095,678. Aa a result, the state Guarantee Agency bas
no further spend-down obllgatlon to the USDE. :

Pending Legislatiocn and Litigation .
.There is no state 1egislat1ve action pendlng or proposed wlth respect to
OGSLP or the Guarantee Fund, .

There iz no currently pending or, to the knewledge of - the Regents,
threatened legal proceeding with respect te OGSLP and the Guarantee Fund except
for defaulted loan collection recovery efforts in normal courze of operations.

Pederal Direct Loan Program

Beglnnlng July 1, 1994 USDE began implementing itsa . FDSLP which deals
directly with schools by ellmlnating lenders and guarantors. Ccnsequently, FDSLP
is in direct competition with the FFEL Program. FDSLP involves loans made by
USDE throucgh participating schools. Nationally, it is ictended to comprise a
volume egual to 5% of student loan volume in the year ending June 30, 1895, In
Oklahoma, cklahoma sState University, stillwater, oklazhema is participating 1003
in FDSLP in the first year. In the four months ended october 31, 1324 of the
current Fiacal Year, oOklzhoma State University accounted for approximately
200,000 of the FFEL lcan veolume guaranteed by the state Guarantee ngency
compared with approximately $26;300,000 of lecan guarantees in the comparable
period a year ago. However, despite this decrease due to FDSLP, during the four
menths ended October 31, 1994 of the current Fiscal Year, the Staté Guarantee
Agency guaranteed approximately $137,000,000 compared with a loan guarantee
volune of approximately $124,600,000 ln.the comparable period a year ago. This
is an increase of 9.95%. =

In future years the target share of the anmzal student loan volumes for
FDSLP are: 40% in the year ending Jume 30, 1996; 50% in the years ending June
30, 1997 and 1998; and 60% in the Year ending Jupme 30, 1999. In addition, USDE
intends to offer FDSLP Direct Consolidation Loans, 1nc1ud1ng offering borrowers
the opportunity to prepay FFEL Program loapns and consolidate them in the Federal
Direct consolidation Lean Program. = The state Guarantee Agency iz not able to
predict the percentage of participation in its service area £from the
implementation of FDSLP.

At July 1, 1994, there were 43 guarantee agencies participating in the FFEL
Program nationally. In wiew of the planned reduction of the FFEL Program loan
velume, USDE has advocated the merger or consolidation of such guarantors into
regicnal combinations with a significantly reduced mumber continuing to operate
as guarantors of FFEL Program loans. Since July 1, 1994, zome state guarantee
agencies have ceased operating and others are reported to be discussing mergers
or other reorganizaticns. The state Guarantee aAgency has not discussed the
possibility of merger or other reorganlzatlon with any other guarantor or with
USDE.

Changes in Federal Law

Since its original enactment, the Higher Education Act has been amended
and reauthorized several timea, including the Higher Educatiocn amendments of
1986, 1890, 1992 and 19%3. There can be no assurances that the Higher Education
Act, or other relevant law, will not be changed in a manner that could adversely
impact the State Guarantee Agency’s operation in the FFEL Program.

The sStudent Loan Reform Act of 1923 enacted a variety of changes in the
FFEL Program, and enacted the new PbDSLP with direct lemding by the USDE to

c-13




students. Among other things, changes made to the PFEL Program included imposing
on gquarantors, such as the State Guarantee Agency, a reduction of the reinsurance
level on defaulted loans to 98% of the claim amount as co—-insurance for defaulted
loans first disbursed on or after Octeber 1, 1993 and a further reduction at the
first and second "trigger rates" as discussed in the section captioned "Trigger
Rate® herein. In addition, the maximum guarantee fee that cculd be charged was
reduced from three percent (3%) to one percent (1%) as discussed in the section
captioned "Guarantee Feea Charged" herein. Furthermore, the retention rate on
collection recoveries was reduced from 30% to 27%.

The trangition from the FFEL Program to the new FDSLP will involve
inereaaing reductions in the wolume of loans made under tThe FFEL Preogram
generally. As these redugtions occur, servicing cost increases and revenue
reducticns for guarantors, such as the sState Guarantee Agency, may occur. The
gtudent Loan Reform Act of 1993 may therefore have a material adverse impact on
guarantee agencies such as the State Guarantee Agency.

Financial Statements

Beginning with the TFiscal Year ended June 30, 1992, the finaneial
gstatements of the Guarantee Fund were prepared on the basis of generally accepted
accounting principles. The financial statementa for the Fiscal Year ended June
30, 1984 ( with comparative totals at June 30, 1993) were audited and reported
on by Coopers & Lybrand L.L.P., Cklahoma City, Oklahcma, independent certified
public accountants. Such financial statements (ineluding the Notes thereto),
and the accountants’ report thereson, are attached heretc as pages ¢-15 through
c-24, inclusive.

[This space left blank intentionally]
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Coopers & Lybrand L.L.P. 100 Narth Braadway telephone (408) 238-5800
oobers Suite 3300 '
{QOxlahoma City, Qklahoma 73102 facsimile (405) 232-5238

&Lybrand

g profassional services Jrm

REPdRT OF INDEPENDENT ACCOUNTANTS

Oklahoma State Regents for Higher Education
Oklahoma City, klahoma

We have audited the accompahnying balance sheets of the Oklahcma
Guaranteed Student Lean Program ("OGSLP") as of June 30, 1994, and
the related statements of revenues, expenditures and changes in
fund balances for the year then ended. These financial statements
are the respon51b111ty of the O0OGSLP's management. our
responsibility is to express an oplnlon on these financial
statements based on our audit. -

We conducted our audit in accordance with generally accepted
auditing standards. Those standards recquire that we plan and
perform the audit to obtain reascnable assurance about whether the
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit
provides a reascnable basis for our cpinion.

In our opinicn, the financial statements referred to above present
fairly, in all material respects, the financial positicn of the _
Oklahoma Guaranteed Student Loan Program as of June 30, 19924, and
the revenues, expenditures and changes in fund balances for the
vear then ended in conformity with generally accepted accocunting
principles.

Oklahoma City, Oklahoma EO&’GM e a

September 22, 199%4
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1.

OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND PURFPOSE

The Oklahoma Guaranteed Student Loan Program (the "OGSLP"), a division of the
Oklahema State Regents for Higher Education (the "State Regents"), was established in
accordance with Title 70, Section 622 eq. seq. of the Oklahoma Statutes. Pursuant to this
statute, the OGSLP is responsible for the administration of the Guarantee Student Loan
Program and guarantee loans by certain lending institutions to students attending
postsecondary schools, in compliance with operating agreements {the "Agreements") with
the U. S. Department of Education (the "USDE") pursuant to Section 428 of the Higher
Education Act of 1265 (the "Act"), as periodically amended.

The Federal Guaranieed Student Loan Program (the "Program") under which the CGSLP
operates was established by Congress as a means of making loans available to students
sttending colleges, universities, and postsecondary educational and vocational schoeols. The
Program provides for the OGSLP to guarantee the repayment of principal and accrued
interest to lenders for each eligible loan. The OGSLP is responsible for processing loans
submitted for guarantee, issuing loan guarantees, providing collection assistance to lenders
for delinquent loans, paying lender claims for loans in default and collecting loans on which
defanlt claims have been paid. The OGSLP also informs lenders and schools of Program
regulations and encourages lender participation.

SIGNIFICANT ACCOUNTING POLICIES

The State Regents follow standards of reporting deseribed in the American Institute of
Certified Public Accountants' industry audit puide entitled Audits of Colleges  and
IIniversities. The significant accounting policies followed by the State Regents in the
preparation of the financial statements for the OGSLP are described as follows.

The accompanying financial statements include omly the accounts for operations and
activities of the OGSLP. These financial statements are incorporated into the State Regents
financial statements which include all operations and activities of the State Regents.

Basis of Accounting
Other than not providing for depreciation expense in the Plant Fund, the accormpanying

financial statements have been prepared using the accrual basis of accounting. Prior year's
totals and data are presented for comparative purposes only.

Fund Accounting
In order to observe limitations and restrictions placed on the use of resources available to
the OGSLP, such resources are classified for accounting and reporting purposes into funds

according to activities and objectives specified. Separate accounts are maintained for each
fund. Descriptions of these fund groups are as follows:
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OELAHOMA STATE REGENTS FOR HIGHER EDUCATION
OKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS .

SIGNIFICANT ACCOUNTING POLICIES, continned
. Current Funds

Cwrent Funds are used for transﬁcl:ious related to the primary and support objectives of the
OGSLP. OGSLP has only one fund group included in this claszification, Restricted Funds,
which represent resources derived from federsl and state sources.

Plant Funds

Plant Funds are used for transactions relating to the OGSLP's investment in long-term
operating assets. Plant Funds include only Investment in Plant, which represents the
carrying value of equipment and motor vehicles.

Equipment and motor vehicles are stated at cost (where purchased by the OGSLP) or at
estimated fair market valucs at the date of acquisition (where acquired other than by
purchase). As permitted by generally accepted accounting principles, the OGSLF does not
provide for depreciation of these assets. To the extent Current Funds are used to finance
Plant Fund assets, the amounts 50 provided are aecounted for as (a) expenditw es for normal
replacement of equipment and (b) other transfers.

Accounts Receivable

The OGSLF's accounts receivable consist primarily of funds that are due from the USDE.
Mgjor items include federal reinsurance on defaulted loans and administrative cost
allowances from the USDE and gmarantee fees that are collected from student borrowers at
the time of loan dishursement by the lending institution.

Administrative Cost Allowance

Pursuant to Section 428 of the Act, the OGSLP is eligible fo reccive payment from the
federal government of up to 1% of the total loans processed for guarantee as an
administrative cost allowance to offset certain sdministrative expenses which the OGSLP
incurs, Net loane processed for puarantee for determination of the administrative cosat
allowance, totaled $208,550,078 and $153,104,858 for the years ending June 30, 1994
1993, respectively. "
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2.

OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OEKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES, continued
Federal Reinsurance

Pursuant to the Section 428 of the Act, federal reinsurance of default claims filed are paid to
the OGSLP according to the following schedule:

Annus] Defavlt Rate Federal Reinsurance
0% 1o less than 5% 100%
5% to less than 9% 100% of claims up to 5% and 90% of claims

equal to or more than 5% but less than 9%

9% or more 100% of claims up to 5%, 90% of claims equal
to or more than 5% but less than 8% and 80%
of claims equal to or mere than 9%

Annual default rates for purposes of the application for federal reinsurance are calculated
by dividing reinsurance paid ox. claims filed during the year by the original amount of loans
in repayment at the end of the preceding federal fiecal year. The annual default rate for the
years ended September 30, 1994 and 1993, was 5.96% and 6.3%, respectively.

Non-reinsured Defaulted Loans

The OGSLP estimates anticipated collections on defaulted non-reinsured loans based upon
historical recovery experience. '

MPEnSa 30

Employee vacation pay is accrued and vested when earned by employees. The liability and

. eost incurred during the year are recorded in the Current Funds as accrued vacation

payable and current year expenditures, respectively.
Reinsurance Fees Pavable
Effactive October 1, 1986, 2 reinsurance fee is required to be remitted to the federal

governmment based on a percentage of total loans processed for guarantee during the year
according to the following achedule:

Annual Default Rate Federal Reinsurance
0% to less than 5% 25%
5% or more H50%

For loans guaranteed on or after October 1, 1993, this fee has been eliminated.
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OELAHOMA STATE REGENTS FOR HIGHER EDUCATION
OKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES, continued
Allowangce for Defanlt Claims

An estimated allowance for Ioan defaults in excess of amounta covered by federal
reinsurance is made through an annual charge to operations. Actual default payments in
excess of federal reinsurance are charged against the allowance es incurred.

Bach year, the OGSLP's management analyzes its default experience since inception.
Trends in the loan portfolio, projections of future activity and defaults as they impact
reinsurance rates, and anticipated recaveries are used to determine the allowance estimate.

Deferred Guarantee Fees

The OGSLP collects g'uarantée fees from student borrowers at the time of loan dishursement
by lending institutions. The OGSLP charges a 3% guarantee fee on each loan. The fees are
recognized in income by the sum-of-the-years digits method over eight years, which

approximates the average life of the loans. Guarantee fees are recorded as >ferred income
at the date loans are guaranteed

The OGSLP, as a unit of the State Regents, is excluded from federal income tax under
Section 501 (c) (3) of the Interna.l Revenue Code.

CASH AND INVESTMENTS

" Cash - At June 30, 1994, the carrying amount of the OGSLP's cash was $925,363. The

entire amount was deposited with the State Treasurer. By Oklahoma Statute, the State
Treasurer is required to ensure that all state funds are either insured by Federal Deposit
Insurance, collateralized by securities held by the cognizant Federal Reserve Bank, or
invested in U.S. government obligations. The OGSLP's deposits with the State Treasurer
are pooled with the funds of other state sgencies and then, in accordance with statutory
limitations, placed in banks or invested as the State Treasurer may determine.

- Investments - The OGSLP's investments are categorized to give an indication of the level

of risk assumed. At June 30, 1984, the OGSLP had investments with an aggregate book
and market value of $12,203,994. Of this total, deposits with the State Treasurer totaled
$10,633,994 and are insured and collateralized as previocusly mentioned. ' An additional
$1,570,000 of investments are insured or reglatered, or are securltles held by the State
Regents or its agent in the State Regenbs'
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OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OXKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

EMPLOYEE RETIREMENT EENEFITS
tri ion Pl

Plan Description - The State Regents entered into a contract with the Teachers Insurance
Annuity Association ("TIAA/CREF") in July, 1991, providing for a funded plan for employee
retirement. The TIAA/CREF plan is a defined contribution plan qualified under Internal
Revenue Code Section 401{a). Eligible OGSLP employees covered by the plan include those
whose employment is continuous and on a 50% full-time equivalency basis or more.

TIAA/CREF participation provides an annuity in the name of the employee based upon
contributions made by the OGSLP. The OGSLP's minimum contribution rate is currently
10% of base salary over $40,000 and contributions vest as contributions are made.
Employees make no contributions to this plan.

Funding Status - The OGSLP's total payroll for the years ended June 30, 1994 and 1993,
amounted to $2,856,618 and $2,251,763, respectively. Total coverad payrell, which refers to
all compensation paid by the QGSLP to active employees covered by TIAA/CREF amounted
to $363,754 and $314,155 in 1894 and 1983, respectively. The OGSLP contributed $36,375
and $31,416 in 1994 and 1993, respectively, which represents 10% of covered payroll for
each year. As of June 30, 1994, there were no related parfy investments hetween
TIAA/CREF and the OGSLP.

Defined Benefit Plan

Plan Description - The OGSLP, through the State Regents participate in a
single-employer public employee retirement system ("PERS") through the adoption of the
Supplemental Retirement Plan. Currently, no retirees of the OGSLP are receiving benefits
under this plan, nor are any current employees expected to qualify for benefits under

current plan provisions. Information on this plan is included in the State Regents' annual
financial report.

Plan Description - All full-time employees of the OGSLP are eligible to participate in the
state sponsored defined benefit plan, the Oklahoma Teachers' Retirement System ("OTRS",
The OTRS was established by the State of Oklahoma in accordance with Title 70, Section
17-101 et seq., of the Oklahoma Statutes, and is a component unit of the state's finencial
reporting entity, reporting &s a pension trust fund.

Contributions required of eligible employees are made by the OGSLP on the employees'
behalf. Employee contributions amount to 6% of regular annual compensation up to a
maximum of $25,000 and, if elected, 9% of compensation that exceeds $25,000 but that does

not exceed $40,000. Contributions made by the OGSLP on the employee's behalf are fully
vegted immediately.
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OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

EMPLOYEE RETIREMENT BENEFITS, continued

In addition, the State Regents make a statutory employer contribution to OTRS for each
eligible emplayee in an amount equal to 2% of regular annual compensation not ta exceed
$40,000. The State Regents' statutory contribution for each employee (plus interest
allocated to the employee’s account) are fully vested after 10 years of continuous gefvice,

Funding Status and Progress - The OGSLP’s contributions to OTRS in 1994 and 1993
were calculated using the base compensation amount of $2,494,682 and $2,513,302,
regpectively.

Contributions made by the OGSLP on behalf of its employees amounted to $171,243 and
$169,738 in 1994 and 1993, respectively, and represented 6.86% and 6.75% of covered
peyroll. The OGSLE's statutory contribution amounted to $53,266 and $51,070 in 1894 and
1993, respectively, and represented 2.1% and 2.0% of covered payroll.

OTRS does not make separate measurements of assets and pension benefit obligations for
individual employers. The pension benefit obligation of the OTRS plan, as & whole,
determined as part of the latest actuarial valuation date June 80, 1993, is as follows:

Total pension benefit cbligation $5,733,000,000

Net assets availabls for benefits, o
at cost : (2,370,000,000)

Unfunded pension benefit obligation $3.413.000000

Six-year historical trend information -showing OTRS's progress in accumulating sufficient
assets to pay benefits when due is presented in the June 30, 1993 annual financial report of
OTRS. Ten-year historical trend information is not available. As of June 30, 1994, there
were no related party investments between OTRS and the OGSLP.

LEASE COMMITMENTS

The State Regents lease office space for the OGSLP from & private entity, Rental expense of
approximately $181,611 was paid by the QGSLP for the year ended June 30, 1984, Future
minimum annual lease payments are $181,611.

In addition, in September, 1988, the OGSLP entered into an agreement to lease a computer
system and for services designed to perform loan processing. Standard processing charges
are $330,000 for each 12-month period following conversion, which was initially completed
during December, 1988. If loan applications processed during any 12-month period exceed
$100 million, the OGSLP must pay a 0.2% fee for the amount in excess of $100 million. The
agreement is for 12 months from the date of conversion and provides for extensions of up to
three years from the date of conversion. The lease agreement has expired and OGSLP ig
currently operating on 8 month to month basis, thus future payments are not reflected
below.
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OKLAHOMA STATE REGENTS FOR HIGHER EDUCATION
OKLAHOMA GUARANTEED STUDENT LOAN PROGRAM
NOTES TO FINANCIAL STATEMENTS

LEASE COMMITMENTS, continued

Required future minimum lease payments under the foregoing leases are as follows;

Years Ending June 30 Amopunt
1995 $181,611
1946 14,882
RESERVE RATIO

The reserve ratic balance is determined by adding the following balance sheet items:
Allowance for Default Claims, Deferred Guarantee Fees and Restricted Fund Balance. The
sum of these items is divided by loans outstanding to calculate the reserve ratio. The 1992
reauthorization of the Act requires guarantors to meet the following minimum reserve

levels:
0.5% for the fiscal year beginning 10/1/93
0.7% for the fiscal year beginning 10/1/94
0.9% for the fiscal year beginning 10/1/95
1.1% for fiscal years beginning on or after 1/1/98

As of Juﬁe 30, 1994 and 1993, OGSLP's loan portfolio was $863,273,018 and $706,789,861
respectively, resulting in a reserve ratio of approximately 2.0% and 1.9%, respectively.

CONTINGENCY

The QGSLP has received certain federal and state grants that are subject to review and
audit by grantor agencies. Such sudits could lead to requests for reimbursement to the

grantor agency for expenditures disallowed under terms of the grant. The OGSLP's
management believes that disallowances, if any, would nat be material.

C-24




OKLAHOMA STUDENT LOAN AUTHORITY
Financial Statements
June 30, 1994 and 1993

(With Independent Auditors' Report Thereon)




KPMG Peat Marwick LLp

700 Qklahoma Tower
Dklehoma City, OK 73102-5671

16800 One Williams Center
Tulsa, OK 74172-0168

INDEPENDENT AUDITORS' REPORT

Trustees
Oklahoma Student Loan Authority:

We have audited the accompanying balance sheets of the Oklahoma Swudent Loan Authority as of
June 30, 1994 and 1993, and the related statements of operations and retained earnings and cash
flows for the years then ended. These financial statements are the responsibility of the management
of the Oklahoma Student Loan Authority. Our responsibility is to express an opinion on these
financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of the Oklahoma Student Loan Authority as of June 30, 1994 and 1993, and the
results of its operations and cash flows for the years ther ended in conformity with generally

accepted accounting principles.
fomg A Mol £EF

Oklahoma City, Okizhoma
Septernber 2, 1994



OKLAHOMA STUDENT LOAN AUTHORITY

. Balance Sheets
June 30, 1994 and 1993

Assets ' S 1994

cash (note 3) § 149,383
Receivable from USDE for interest
subsidy and special allowance 525,470

General investment accounts (note 3) 5,005,595
Trust funds held by Trustee Bank
(notes 3 and 4) 11,296,711
Investments with State Treasurer, _ -
as trustee [note 3) 4,511,908
Loans, net of allowance of approximately
$975,000 and $9210,000 as of 1994 and
1993, respectlvely (notes 3, &,
6 and 7) , 96,261,475

Accrued interest receivable 1,767,388
Equipment and other assets; net of

approximately $524,000 and $371,000

for accumulated depreciation

and amortization as of 1294 and

1993, respectively 632,657

$120,150,587 '

Liabilities and Retained Earnings '

Accounts payable and other accrued

expenses 809, 365
Insurance payable 33,821
Accrued interest payable - 1,758,489
Notes payable {note 6) 47,448;720
Bonds payable (nbte 7) - 41,680,000

Total liabilities 91,730,395
Retained earnings 28,420,192

Commitments and contingencies
(notes 3, 6, 7 and 9) '

$120,150,587

See accompanying'notes to financial statements.
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1993

C 387,477

680,709
10,237,868

14,092,602

5,289,867

- 89,148,699
3,711,680

728,568

$124,277,470

726,689
27,745
3,442,743
50,506,379

42,425,000
97,128,556

27,148,914

$124,277,.470




OKLAHOMA STUDENT LOAN AUTHORITY

Statements of Operaticns and Retained Earnings

Years Ended June 30, 1994 and 1993

1994 1993
Interest income:
Loan interest income:
From borrowers 4,262,248 4,127,714
From U.S. Department of
Education 2,625,445 2,442,073
Special allowance 513,527 595,269
Investment interest income 1,130,944 1,661,620
Total interest income 8,532,164 8,826,676
Interest expense 4,692,456 4,913,198
Net interest income 3,839,708 3,913,478
Other operating expense:
Administrative 1,652,696 1,328,396
Servicing 806,104 656,636
Consulting and professional fees 89,481 117,854
Trustee Bank fees 20,149 39,753
Total other operating expense 2,568,430 2,142,639
Net income before
extraordinary item 1,271,278 1,770,839
Loss on extinguishment cf debt
{note 7) 1] 307,991
‘Net income 1,271,278 1,462,848
Retained earnings, beginning of yeaxr 27,148,914 25,686,066
Retained earnihgs, end of year $_ 28,420,192 $ 27,148,914

See accompanyving notes to financial statements.



OKLAHOMA STUDENT LOAN AUTHORITY

- Statements of Cash

Flows

Years Ended June 30, 1994 and 1993

1934 1993

Cash flows from operating activities:

Net income 5

Adjustments to reconcile net
income to net cash provided
(used) in operating activities:

Depreciation, amortization and
financing costs included in-
extinguishment loss

Interest expense

Investment interest income

" Decrease (Increase) in assets:
Loans, net
Receivable from loans sold to
Student Loan Marketing Assoc,
Receivable from USDE
- Accrued interest receivable
Increase (Decrease) in liabilities:
Accounts payable and other
accrued expenses
Insurance payable

Net cash provided by
operating activities

Cash flows from non capital flnanclng
activities:
Advances on notes payable
Advances on bonds payable
Payments on notes payable
Payments on bonds payable
Interest paid on bonds and notes
Other payments for non capital
financing activity

Net cash used in non capital
financing activities

1,271,278 § 1,462,848

210,645 368,005

. 4,692,456 - 4,913,198
(1,130,944) (1,661,620)
(7,112,776) 1,783,128

0o . 628,888

155,239 (9,876)
1,924,353 - 274,285
82,676 204,396
6,076 11,635
99,003 7,974,947
13,365,000 12,785,000
0 41,670,000

(16,422,659) (71,251,809}
(745,000) (16,745,000}
(6,376,710} (8,122,180)

(21,304} (398,205}

(10,200,673) (42,062,194}

(Continued)




OKILAHOMA STUDENT LOAN AUTHORITY

Statements of Cash Flows
Years Ended June 30, 15994 and 1953

(Continued)
1994 1993

Cash flows from investing activities:

Purchases of equipment and cther
depreciable assets 3 (93,430) $§ (71,475)

Proceeds from maturity of
investments 42,078,636 102,164,423
Purchases of investments (33,272,513) (70,364,513)
Investment interest received 1,150,883 2,203,633
Net cash provided by

investing activities 2,863,576 33,932,088
¥Net decrease in cash {238,094) (155,159)
Cash at beginning of year 387,477 542,636
Cash at end of year [ 149,383 $ 3B7,477

See accompanying notes to financial statements.




OKLAHOMA STUDENT LOAN AUTHORITY
Notes to Financial Statements
June 30, 1994 and 1993

(1} MNature of the Program

The Oklahoma Student Loan Authorlty (the Authority)} was created
as an express trust under appllcable Oklahoma statutes and
a Trust Indenture dated August 2, 1972, with the State of
Oklahoma {the State)- acceptlng the benef1c1al interest
therein. The Authorlty is a component trust unit of the
State and is included in the financial statements of the
" State as a part of the Enterprise Fund. Enterprlse funds
are used to account for the operations and "financial
position of a governmental entity that are financed -and

operated in 2 manner similar to private enterprise..

The purpose of the Authority is to prov1de loan funds to
qualified persons at participating post secondary
educational institutions. Generally, borrowers are Oklahoma
residents or axe students in Oklahoma highexr education
institutions. The student loans made by the Authority under
the Federal Higher Education act of 1965, . as amended,
include Federal Stafford (Stafford} Loans, Unsubsidized
Stafford Loans, Federal Supplemental Loans for Students
(SL8) and Federal Parent Loans for Undergraduate Students
(PLUS). These Federal Family Education Leoan (FFEL) Program

- loans are guaranteed 100% (98% guaranteed for loans with
first disbursement on or after October 1, 1993) by the State
of Oklahoma Guaranteed Student Loan Program (State Guarantee
‘Agency) and reinsured by the United States Department of
Education (USDE), cor by another guarantor approved by the
USDE cperating on a national level (Guarantee RAgencies).
The Authority also made Health Education Assistance Loans
{HEAL) until May 1993, which are insured 100% by the United
States Department of Health and Human Services (HHS). The
loans made by the Authority prior to March, 1976, are
insured 100% by USDE under the Federal Insured Student Loan
{FISL) Program.

The Authority also provides a secondary market for Federal Family
Education Loan Program loans for Oklahoma financial
institutions by purchasing qualified loans from these
institutions.

(2) Summary of Significant Accounting P011c1es
The financial statements of the Authority included herein reflect
the combined assets, liabilities, retained earnings, and
changes therein for the FISL Program, the FFEL Program, and
the HEAL Program. ‘

Basis of Accounting
The Authority has ‘adopted the accrual basis of accountlng for

reporting purposes. Under the accrual basis of accounting,

D-7 (Continued)




OFKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

revenues are recognized when earned and expenses are
recorded when incurred.

Accounts of the Aunthority

The accounts of the Authority are organized on the basis of
individual funds as prescribed by the "Oklahoma Student Loan
Act" (Act) and terms of wvarious debt obligations. The
various accounts assigned to each fund could include any of
the following depending upon the terms of the related debt
obligation: Principal Account, Interest Account, Stundent
Loan Account, Debt Service Reserve Account, TInvestment
Earnings Account, Rebate Account and General Investment
Account. The Authority is in compliance with all terms of
the various debt obligations and the Act with regards to the
maintenance of required accounts and the funding level of
such accounts.

Allowance for IT.oan Loss

The provision for loan loss is based on the combination of two
calculations, The first calculation is based on the amount
and aging of rejected claims for payment on defaulted loans.
Rejection of a claim by a Guarantee Agency will occur when
the Authority does not perform certain due diligence
procedures as prescribed by USDE. The rejected claims are
referred to various cure and recovery procedures before they
-are written-off as uncollectible. The second calculation
is based on applying the Authority’s historical rate of
account write-off to the current balance of outstanding
student loans. Student loans are written-off when they are
deemed uncollectible and charged against the allowance upon
such determination. Any subsequent collection or recovery
on an account written-off as uncollectible is credited to
the allowance.

Investments

Investments, consisting of repurchase agreements and certain
government obligations, are recorded at amortized cost.
Applicable Oklahoma statutes authorize certain types of
investments the Authority can utilize. As of June 30, 1994
and 1993, the Authority was in compliance with these
investment requirements.

Interest Income

Interest is earned from the USDE, the borrowers on the various
types of student loans and from investments. The USDE makes
two types of interest payments to the Authority. One is
for the interest on Stafford loans when the borrower is not
currently required to make principal and interest payments
under the terms of the loan. The other type of interest
payment from the USDE is "Special Allowance Payments" which

D~-8 (Continued)




OKLAHOMA - STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

are determined gquarterly based upon the average rate
established in the auction of the %1-day U.S. Treasury bills
relative to the yield of the student lecan.

Income Taxes

The Authority, as a State beneficiaxy trust, is exempt from state
and federal income taxes under Internal Revenue Code section
115, although unrelated business income may be subject to
income taxes under the Internal Revenue Code,

Equipment and Other Assets

The Autherity capitalizes expenditures for eqguipment, system
development, and other long-term assets. Pepreciation and
amortization is calculated primarily on a stralght -line
basis of five to ten years. Maintenance of equlpment and
other assets is expensed as incurred.

Cash and Cash Equivalents '

The Authority only considers cash in demand deposit accounts and
cash held. by the State Treasurer on the Authority‘s behalf
to be cash for purposes of the statement of cash flows.

{3) Investments

The Authority invests its idle cash in repurchase agreements,
U.S8. Treasury securities and U.S. Treasury based mutual
funds. - Cash is insured by the Federal Deposit Insurance
Corporation. Repurchase agreements are collateralized by
U.S. geovernment agency securities at 100%. Temporary
investments are composed of investments in U. S. Treasury
based mutual funds.

The General Investment Accounts are investments of the Authority
that are not pledged as collateral for any of the various
debt obligations of the Authority. These unrestricted
investments consist of the following at June 30, 1994 and

1993+ -
1994 1993

U.S. government securities $3,519,882 $ 1,928,479

Pemporary investments 1,485,713 8,309,389

$5,005,595 $10,237,868

The market values of securities in the General Investment Account
at June 30, 1994 and 1993 were approximately $4,930,000 and
£10,240,000, respectively.

D-9 - (Continued)




QKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

Investments held by the State Treasurer, as trustee, and by the
Trustee Bank consist of the following at June 30, 1994 and

1953:

State Treasurer

1994 1993
U.8. Treasury _
securities 4,419,162 4,446,558
Repurchase
agreements 0 0
Temporaxry
investments 02,746 843,309
$4,511,908 $5,289,867

Trustee Bank

1994 1993

0 0
2,500,200 2,500,200
8,796,511 11,592,402

$11,296,711 $14,092,602

The market values of securities held by the Trustee Bank at June
30, 1994 and 1993 were approximately $11,300,000 and

$14,100,000, respectively.

The market values of securities

held by:the State Treasurer at June 30, 1994 and 1993 were

approximately $4,510,000 and §5,630,000, respectively.
Gross unrealized gains or (losses) from U.S. Treasury
securities at June 30, 1994 and 1993, were approximately
5(80,000) and $350,000, respectively. Approximately

$6,340,000 of investments are in U.8. Treasury Notes and

will be maturing in fiscal years 1997 and 1998.

21l other

investments mature within fiscal year 1994.

Certain cash, investments and loans receivakle of the Authority
are restricted and serve as collateral for the various

obligations of the Authority.

In addition, if the Authority

does not repay revenue notes payable to the Student Loan

Marketing Association (SLMAa},

it would give rise teo a

general obligation of the Authority to repay SLMA. The
terms of the resolutions and other financing documents of

the bonds and the notes

payable

call for specifie

identification of the assets securing those cbligaticns, as

follows (see notes 4, 5, 6 and 7):

D-10
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OKLAHOMA STUDENT LOAN 'AUTHORITY

Notes to Financial Statements, Continued

(4} Trust Funds Held By Trustee Bank (See Note 3)

Boatmen’s First National Bank of Oklahoma is the trustee and
paying agent for the Authority. Separate trust funds are
maintained as prescr;bed by wvarious debt cbllgatlons. A
listing of the wvarious accounts is included in Note 2 -
Accounts of the Authorlty.

{5) Loans :
The Authority originates, purchases and holds various types of
student loans as described imn Note 1, including subsidized
Stafford, unsubsldlzed Stafford, SLS, PLUS and HEAL-s -

The terms of these loans, whlch vary on amn. lnleldual basis
- depending upon loan type and the date - the loan .was
originated, generally provide for repayment on monthly
installments of principal and interest over a period of up
to ten years. ~ On subsidized and unsubsidized Stafford
loans, principal payments by the borrower are deferred while
the borrower is enrclled om at least a half-time basis and
for a six month grace period thereafter. On SIS and PLOUS
loans, the borrower is responsible for principal -payments
within 60 days from the date the loan is originated unless
an authorized deferment is obtained by the borrower. On
HEAL loans, the borrower is responsible for the principal
- payments at the conclusion of a nine month grace period
which starts when the borrower graduates or ceases medical
education. The Authorlty sells the HEATL loans to SLMA
during this grace period.

Interest rates on student loans, az set by USDE, range from 5.55%
to 10% depending upon the type and date of origination of
the individual loan. The interest accrued on the subsidized
Stafford loans is paid by USDE while the student is enrolled
on at least a half-time basis and for a six month grace
period thereafter. The borrowers are responsible for paying
interest on the unsubsidized Stafford, SIS, PLUS, and HEAL
loans which starts- accruing on. the date the loan is
orlglnated. ' '

As gtated ln Note 1, all loans are guaranteed or insured as to
principal and accrued interest by USDE, 'HHS, 'the State
Guarantee Agency or other national guarantee agencies. The
guarantor receives fees which range from 3% to 8% of the
gross loan amounts for their services. The - fees are
withheld from the disbursements to the borrower and remitted
to the guarantor. 1In order for the loans to be or remain
guaranteed, certain procedures must be followed and due
diligence requirements in collections and servicing must be
met. As of June 30, 1994 and 1993, respectively,
approximately $328,000 and $253,000 of loans were no longer

D-13 - (Continued)




(6)

ORLAROMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

considered as being guaranteed. The Authority’s loan
servicer for the Stafford loans is contractually obligated
to reimburse or perform procedures which restore the
guarantee on non-guaranteed Stafford loans (Note 11}.

The Authority is required by USDE to withhold and remit toc USDE
the following percentages of principal amounts of FFEL

Program loans: PLUS, SLS and Stafford-subsidized 5%;
unsubsidized Stafford 6.5%.

Loan origination costs are capltallzed when the loan is made and
are then amortized, using the interest method, over the
estimated economic life of the loan. The capitallzed loan
origination costs, net of accumulated amortization, at June
30, 1994 and 1993, were approximately $302,000 and $240,000,
respectively.

Hotes Pavable
Notes payable at June 30, 1994 and 1993 consist of the
following:

1994 1993

515,000,000 Variable Rate Revenue
Note, dated aAugust 10, 1987,
modified as of October 10,
19838, payable to SIMA; the rate
is adjusted weekly based on the
bond equivalent rate of the 91-
day U.S. Treasury bill auction;
the interest rates as of June
30, 1994 and 1993 were 4.61%
and 3.83%, respectively;
principal is due at maturity,
October 10, 1%99; and all
advances made on the note are
secured by the specific
Stafford loans financed. 5,975,000 6,975,000

$25 000,000 Variable Rate Revenue
Note, dated July 29, 1988,
payable to SLMA; pr1nc1pa1 and
interest are due on the
maturity date of July 29, 1995;
the interest rate is adjusted
annually based on the bond
equivalent rate of 52-week U.S.
Treasury bills auction; the
interest rates Zfor the years
ended June 30, 1993 was 4.560%;

D-14 {Continued)




OKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements; Continued

_ : : 1994 1993
all advances made on the note
are secured by the specific SLS

and PLUS loans financed. The
1988 Revenue Note was paid in

full through the proceeds of-

SLS and PLUS loan sales in . ' '

fiscal year 1994. . T 0 - 8,306,616

$75,000,000 vVariable Rate Revenue
Note, dated August 28, 1990,
payable to SIMA; interest is
payable gquarterly; the interest
rate is adjusted weekly based
on the bond equivalent rate of
the 91-day U.S. Treasury bill
auction; the interest rates as
of June 30, 1994 and 1993 were
5.46% and 4.27%, respectively;
principal is due .monthly as
payments are received from the
borrowers with any remaining -
balance due on August 28, 2005.
Principal amounts currently
cellected and payable to 5LMA
are approximately $279,000 and -
$634,000 as of June 30, 1994
and 1993, -respectively; all
advances made on the notes are
secured by . the specific
Stafford loans financed.
Approximately -$30,600,000 of _
advances Aare avallahle as of_' '
June 30, 1994. : 23,475,218 27,925,962

$10,000,000 Varlable Rate Revenue
Note, dated January 17, 1992,
payable to SIMA; principal and
interest are due on the
maturity date of January 17,
2000; the interest rate is-
adjusted weekly based on the
bond equivalent rate of the 91~
day U.S. Treasury bill auction;
the interest rates as of June’
30, 1994 and 1993 were 5.04%
and 4.26%, respectively;
advances on the note - are-
secured by the specific HEAL '
loans belng financed. - 3,748,502 6,413,801
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" OKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

1994 1993
£30,000,000 Substitute Taxable
Variable Rate Revenue Note,
Series 1993L, dated April 29,
1993, modified as of June 20,
1994, payable to Liberty Bank
and Trust Company of 0Oklahoma
City, Nationmal Association.
Interest is payable quarterly
at a rate which 1is adjusted
weekly based on the bond
equivalent rate of the 91-day
U.8. Treasury bill auction.
The interest rates as of June
30, 1994 and 1993 were 5.31%
and 4,12%, respectively.
Principal 1is due on  the
maturity date of RApril 29, 1996
and the maturity date is
subject to extension at the
lender’s approval to April 29,
2008. All advances made con the
note are secured by specific
FFEL Program loans financed.
Approximately $15,750,000 of
advances are available as of
June 30, 1994, 14,250,000 885,000

$47,448,720 $50,506,379

Pursuant to financing agreements and loan sale agreements, STLMA
will purchase certain SIS, PLUS and HEAL loans when they
reach repayment status. The Authority has an cbligation to
repurchase the loans should SLMA‘s collection efforts
determine any Authority representations or warranties with
regards to the loans to be materially incorrect. The amount
of loans repurchased by the Authority was approximately
$18,000 and 532,000 for the fiscal years ended June 30, 1994
and 1983, The total amount of loans sold to SLMA was
approximately $10,700,000 and $8,400,000 for the years ended
June 30, 1994 and 1993.

(7) Bondsg Payable
The 2Authority has at various times issued bonds for the purpose
of funding student loans. Under varions circumstances, and
at various times, each bond series is callable at the option
of the Authority, in whole or in part, on any business day.
The Authority’s obligaticn for the bonds is secured by
specific FFEL Program loans financed.
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OKLAHOMA STUDENT LOAN AUTHORITY
Notes to Financial Statements, Continued
The Authority is in compliance with all significant bond
covenants, which primarily consist of maintaining required

amounts of collateral in each bond’s trust estate.

Bonds payable as of June 30, 1994 and 1993 consist of the

following:
1994 1993
Oklahoma Student Loan Authority:
5.25% Series 1978%
due August 1, 1993 S 0 $ 350,000
5.40% Series 1979%
due August 1, 1994 0 395,000
6.85% Series 1980*
due August 1, 1995 10,000 10,000
4.65%-6.70% Series 1992A
due serially through
9-1-05 32,680,000 32,680,000
5.35%-5.55% Series 1992B '
due serially through
9-1-98 8,990,000 8,990,000

$41,680,000

*The Aunthority authorized redemption of the Series 1978,
Series 1979 and Series 1980 Bonds during Fiscal Year 1993.
The amounts listed above for these serles represent bonds
which have not been presented to the Paying Agent for
redemption by June 30, 1994 and 1993, respectively.

$42,425,000

Fiscal year debt service requlrements to maturity or redemption
date are as follows:

Principal " Interest Total

1995 2,010,000 2,410,000 4,420,000
1998 2,000,000 2,300,000 .4,300,000
1997 6,230,000 2,090,000 8,320,000
1998 5,735,000 1,765,000 7,500,000
1999 4,865,000 1,475,000 6,340,000
2000-20086 20,840,000 4,170,000 25,010,000

$ 41,680,000 $ 14,210,000 S 55,890,000

In 1993,' a portion of the Series 1992 Bonds was used to

extinguish the Authority’s obligations under the Series 1991

Notes and 1984 Note.
consisted

remaining capitalized financing costs.
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OKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

(8} Retirement Plan
Certain employees of the Authority participate in the Teachers’
Retirement System of Oklahoma (TRS), a contributory
retirement plan. A summary of the Authority‘s participation
in TRS for 1994 and 1993 is as follows:

1994 1993

Total Authority payroll $918,550 $517,084
Payroll for TRS participants 560,000 680,000
Employee contribution rate on

first $25,000 of payroll 6% 6%
Total employee contributions on

first $25,000 of payroll 21,300 29,000
Employer contribution rate on

optional participation

(payroll of $25,000 to $40,000) 9% 11%
Total employer contributicon on

optional participation 10,200 10,000
Authority’s statutery surcharge

contribution rate 2% 2%
Total statutory surcharge

contxribution 9,400 11,000

Employees are eligible for retirement benefits when age and years
of creditable Oklahoma service reach a certain level. The
normal retirement benefit is equal to 2% of final
compensation for each year of creditable service. BRBenefits

fully wvest upon reaching 10 years of credited Oklahoma
sexrvice.

TRS is a multiemployver cost sharing plan provided by the State
of Oklahoma, The "pension benefit obligation” is a
standardized disclosure measure of the present wvalue of
pension benefits, adjusted for the effects of projected
salary increases and step-rate benefits, estimated to be
payable in the future as a result of employee service to
date. The measure, which is the actuarial present value of
credited projected benefits, is intended to help usezrs
assess TRS’'s funding status on a going-concern basis, assess
progress made in accumulating sufficient assets to pay
benefits when due, and make comparisons among Public
Employee Retirement Systems and employers. TRS does not
make separate measurements of assets and pension benefit
obligations for individual employers participating in the
plan. At June 30, 1993, the pension benefit obligation for
TRS as a whole was $5.8 billion with net assets (valued at
cost) available for benefit of $2.4 billion leaving an
unfunded kenefit obligation of approximately $3.4 billion.
The Authority’s contributions represented less than 1% of
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OKLAHOMA STUDENT LOAN AUTHORITY

Notes to Financial Statements, Continued

total contributions from all participating entities. The
pension benefit obligation data as of June 30, 1994 is not
yet available.

(9) Commitments and Contingencies
The Authorlty conducts certain programs subject to audit by
various federal and state agencies. Amounts questioned as
a result of audits, if any, may result in refunds to these
governmental agencies.

{10) Student Locan Legislation
Federal legislation enacted in 1993 provided for numerous
material changes to the FFEL Program. This legislation
provides . for a variety of changes which will affect
51gn1flcantly the future operations of the BAuthority,
including without limitation, the effects listed below.

A, The implementation beginning July 1, 12%4 of a Federal
Direct Student Loan Program (FDSLP) in which eliqgible
institutions of higher education can apply to originate
Federal Direct Student Loans on behalf of the federal
government. FDSLP is an alternative to and in
compet::.t:.on with FFELP which the Authority participates
in as an eligible lender.  FDSLP has a 5 year phase-
in pericd. The legislation calls for approximately 5%
of the federally insured student loans to be originated
by FDSLP in the 1994-95 academic year and that
percentage is scheduled to increase to 60% by the fifth
yvear of the program.

B. The minimum guaranty level for guarantees on FFELP
loans for which the first disbursement occurs on or
after October 1, 1993 was reduced to 98% from 100% of
the principal amount.

c. The loan interest yield to holders, including the
Authority, on FFELP loans disbursed on or after July
1, 1995 will be reduced by 0.6% on loans when USDE pays
the interest thereon.

(11) Subsequent Events

The BAuthority has expanded its operations to include internal
loan servicing on all student loans effective July 1, 1994.
With this expansion, the obligation of the Authority’s loan
servicer for the Stafford loans {Note 5) pertains only to
due diligence and loan servicing functions through and
ineluding June 30, 1994. Additionally, in July 1994, the
Authority started servicing student loans for another
Oklahoma lender participating in the FFEL Program.
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Appendix B

Oklahoma Student Loan Authority
Student loan Revenue Bonds, Series_1994h

CASH FLOW ASSUMPTIONS

The following presents the authority’s principal assumptions used in the
preparation of ites cash flow projectiens for the Bonds and the structuring of
the stated maturities.

Factors Affecting cash Flow sufficiency and Timing

The projecticns are based upon an analysis of the Authority’s present
portfolioc of student loans in the Trust Estatesz for the Bonds, including the
Series 1%94A Bonds, and reflect what are believed to be reascnable assumptions
regarding the current and future composition ¢f and vield on the expected
Eligible Loan peortfolic in the Trust Estates for the Bonds, ineluding the Series
1994n Bonds, the cost of gervicing those Eligible ILoans, the rate of return cn
moneys invested in the various Funds and Accounts under the Bond Resclution and
the occurrence of future events and conditions. There is no assurance that the
assumptions uged will in. fact be redlized. There is no assurance, for example,
that interest and prineipal payments from the Eligible Loans in the Trust Egstates
for the Bondeg, including the Series 1994A Bonds, will be received as projected,
that the reinvestment rates assumed on the Balances in various Funds will be
realized, or that Interest Benefits and Special Allowance Payments will be
received in the amounts and at the times projected. Moreover, future events over
which the authority has no contrel may materially adversely affect the
Authority’s actual receipt of pledged Revenues and Recoveries of Principal.
See the caption "INVESTMENT CONSIDERATIONS - Factors Affecting cash Flow
sufficiency" herein.

Receipt of Revenues and Recoveries of Principal on Eligible Loans in the
Trust Estates for the Bonds, including the Series 19%94A Bonds, may be accelerated
due to wvarious factors, ineluding among other things: (i) default claims or
claims due teo the disability, death or bankruptey of the borrowers; (ii) actual
principal amortization periods which are shorter than those assumed based upon
the current analysis of the Authority’s student loan portfelic; (iii)y the
commencement of principal repayment by borrowers on earlier dates than are
aggumed -based upon the current analysis of the authority’s student loan
portfolio; and (iv) economic conditions that induce borrowers to refinance or
prepay their loans prior to maturity. Eligible lenders, including the Authority,
and the USDE under ite competing William D. Ford Federal Divect Loan Program,
may make Consolidation Loans to borrowers for the purpose of retiring certain
borrowers+ existing loans under various federal higher education loan programs.
To the extent that Eligible Lioans in the Trust Estates for the Bonds, including
the Series 19942 Bondse, are prepaid with Consolidation Loans, the Authority will
realize payment of such loans earlier than pro;acted.

Receipt of Revenues and Recoveriles Of-PrLHClpal on Eligible Loans in the
Trust Estates for the Bonds, including the series 1994A Bonds, moreover, may be
delayed due to various factors, including among other things: (i) borrowers
entering deferment pericds due to a returnm to school or other eligible
vonditions; (ii) forbearance being granted to borrowers; (iii) loans becoming
delinguent for periods longer than assumed; (iv) actuwal loan principal
amortization perieds which are longer than those assumed based upon the current
analysis of the Authority’s student loan portfolic; and {v) the commencement of
principal repayment by borrowerg at dates later than those asgumed based upen
the current analysis of the zuthority+s student loan portfolie.

When structuring specific astated maturities, the aAutherity assumed no
Eligible Loan defaults. Based on its experience, however, the asuthority expects
that defaults will oecur and, for purposes of the cash flow projections, has
assumed a default rate of 17.5% for the first year Eligible Loans enter
repayment, a default rate of 5% for the second year of repayment, a default rate
of 2.5% for the third year of repayment and a default rate of 0% for each year
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thereafter. These default rates are significantly greater than the authority-s
expectation for defaults. Defaults on Eligible Loans are assumed to be
reimbursed at a rate of 100% (or at a rate of 98% on loans first disbursed on
or after October 1, 1593, from the State Guarantee Agency or other Guarantor.
aAlthough the state Guarantee Agency or other Guarantor is obligated to make
payments of 98% or 100% to the Authority and other lenders, the State Guarantee
Agency or cther Guarantor must ther rely on reimbursement from the secretary of
the USDE. The ability of the State Guarantee Agency or other Guarantor to meet
its claims payment cbligations may be impaired if claim payments exceed
expectations or if jts Guarantee Fund is inadequate. See the captions
"INVESTMENT CONSIDERATIONS - Financial Status of Guarantors® and "GUARANTEE
AGENCIES" and "appendix C — TEE STATE GUARANTEE AGENCY DESCRIPTIVE, STATISFICAL
AND FINANCIAT, STATEMENT INFORMATION® herein,

changes in Federal Law

There can be no assurance that relevant federal laws, including the Higher
Educaticen Act, will not be changed in a manner that may adversely affect the
receipt of funds by the authority. See the captions “"INVESTMENT CONSIDERATIONS -
changes in Federal Law" and "TEE AUTHORITY - Lending Programs® and Appendix B -
*DESCRIPTION OF TEE FEDERAL FAMILY EDUCATION LOAN PROGRAM™ herein.

Eligible Loan Portfolio Assumptions

As of September 30, 1994, the current principal balance of Eligible Loans in the Trust
Estate for the Series 1992asB Bonds was $35,212,554.

The Series 19944 Bonds will be issued on a parity with the Series 1992a8B8 Bonds. The
Authority expects to finance a cuxrent principal balance of Eligible Loans of approximately
$28,631,093 from the proveeds of the Series 19943 Bonds. In addition, the Awthority will con-
tribute Eligible Loans Investment Securities or moneys with a current Balance at least equal
to $4,585,000 to the Trust Estate for the Series 1954A Bonds as overcollateralization and
additional security for the Bonds.

The Eligible Loans in the Trust Estate for the Bonds, including the Series 19942 Bonds,
are assumed to have approximately the following composition:

series 1992 Series 1994A
ASBE Bonds Bonds

Education Ioan Type
Stafford (subsidized) 59.5% 55.9%
Unsubsidized stafford 0.2 9.6
SLS 0.1 21.0
PLUS 0.2 9.5
Consolidation N/A N/A

Total 100.0% 100.0%
Loan Status
In-scheool 12.5% 65,0%
Grace 8.0 10.9
Deferment 8.8 1.2
Repayment-Current 6€3.2 22.8
claims 2.5 1.0

Total 100.0% 100.0%
School Type
University - 4-Year 8l.1% 71.0%
college - 2 vear 4.9 7.0
Proprietary 14.0 22.10

Total 100.0% 100. 0%

|
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Legumed Average h
Fepayment Term: 7.4 months 120 months

Assumed Average
Borrower Indebtedness: $4,246 . $4,000

other Assumptions

The 91-day T-Bill rate is assumed to be 5.50% and the l-vear T—Blll rate
is assumed to be 6.50%.

For loans assumed to be originated after october 1, 1992: (i) PLUS and sSLS
loans are assumed to yield the T-Bill Rate plus 3.10%; (ii) Consolidation loans
are assumed to have a weighted average return of 9.00% per annum; (iii) post
October 1, 1992 stafford Variable Rate Loans are assumed to yield (interest plus
Special Allowance Fayments) the T-Bill Rate plus 3.10%; and (iv) post July I,
1995 stafford Variable Rate Loans are assumed to yield (interest plus Special
Allaowance Payments} the T-Bill Rate plus 2.50% during the In-Schoel, Grace .or
Deferment periods and the T-Bill Rate plus 3.10% at all other times. .

Lags of 30 days are assumed on all student loan principal and interest
payments from borrowers, and lags of.60 davs are assumed on all federal interest
subsidy payments and Special Allowance Payments. ILags of 360 days are assumed
on all default reimbursements. ’

Program Expenses

The Authority has estimated the administrative budget relating teo its
student loan pertfolio (incleding the Eligible Loans the Trust Estates for the
Bonds, including the series 19942 BRonds, based cn past experience. The
Authority’s total administrative budget is allocated among its various bond
issues based on the outstarding principal amount of student loans held under each
financing, the number of student loans =zcguired, and the number of finarncings
outstanding. The cash flow assumptions assume such allocation to be 0.50% per
annum of outstanding student loan principal in the Trust Estates for the Bonds,
including the Series 1994a Bonds.

The cash flow assumptions assume servicing fees paid te the Authority of
$£1.75 pexr borrower per month for in-scheol status loans; $2.90 per borrower per
month for grace status loans; $£3.25 per beorrower per meonth for repayment,
deferment cor c¢laim status loans; $4.00 per borrower per month for delinguenct
repayment status loans; and a one time $30.00 claim f£iling charge. These fees
are inflated 3% annually. The cost of providing guch servicing may be higher
than projected. ‘. ’

Investment Rates

Balances in the Debt Service Reserve Fund for the Series 1959224B Bonds are
agasumed to be invested pursuant te that Collateralized Investment Agreement, at
a rate of 6.40% per annum. 2ll other funds in the Trust Estate for the Series
1992A&E Bonds are assumed to be invested at the T-Bill assumption as detailed
above. - i

Balances in the Debt Service Regerve Fund for the Series 19943 Bonds are
assumed to be invested in a c¢ollateralized Investment Agreement at an assumed
interest rate that is B9 basis points above the blended annualized Auction. Rate
on the Serlies 1994A Bends. Float Balancss in the Interest and Principal Accounts
of the sinking Fund for the Series 19343 Bonds are assumed to be invested. in a
collateralized Investment Agreement at an assumed interest rate that .is 69
basis points above such anction Rate.
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Oklahoma Student ILoan Authority
Stodent Toan Revenue Bonds, Series 1994a

ADCTION PROCEDURES FOR THE AUCTION RB'I'E SECURITIES

If not otherwise defined below, capitalized terms used in this Appendix
have the meanings given such terms in “Appendizx A - SUMMARY OF CERTAIN
DEFINITIONS AND PROVISIONS OF THE BOND RESOLUTION" hereto.

AUCTION AGENT MEMBERS
Existing Holders and Potential Holders
Agent Members in each awnetion will inglude:

A. *"Existing Holders® which means, for the purpose of dealing with
the Auction Agent in connection with an Anction, a Person who is a Broker-Dealer
listed in the Existing Hcolder Registry at the close of business on the ‘Business
Day immediately preceding such Anction, and, for the purpose of dealing with the
Broker-Dealer in comnecticn with an Auction, a Person who is a Beneficial Owner
of Auction Rate Securities subject to that Auction; and

B. "Potential Aolders" which means any Person (including an Existing
Holder) that is a Broker~Dealer for purposes of dealing with the Auction agent,
and a potential bereficial owner, for purposes of dealing witl a Broker-Dealer,
whe may be interested in acquiring Auction Rate SBecurities (or, in the case of
an Exiating Holder, an additional principal amount of Anction Rate Securities).

Agreement'to Participate in Auctions

By purchasing auction Rate securities, whether in an Auction or otherwise,
each prospective purchaser of Auction Rate Securities or its Broker~Dedler must
agree and will be deemed to have agreed:

A, To part;c;pate in Auctions on the terms described in the series
19942 supplemental Resoluticn;

B. so long as the beneficial ownership of the auction” Rate

Securities is maintained in Book Entry form, to sell, tramsfer or ctheérwise

dispoge of Ruction Rate Securities only pursuant to a Bid or a sell order (each

as defined below) in an anction or through a Broker-Dealer, provided that in case

of all transfors other than those pursuant to an Auction, the Existing Holder

" of Auction Rate Securities so transferred, its Agent Member or Broker-Dealer,
muat advise the Auction Agent of such transfer,

C. To have its bepeficial ownership of the Auction Rate Securities
maintained at all times in Book Entry form for the agcount of its Agent Member,
which in turn will maintain records of such beneficial ownership, and to
aunthorize such Agent Member to disclose to the Auction Agent such information:
with respect to such beneficial ownership as the Aucticn Agent may reguest;

D. That a sell order placed by an Existing Holder will constitute
an irrevocable offer to sell the principal amount of Auction Rate Securities
apecified in such Sell oOrder;

E. That a Bid placed by an Existing Holder will constitute an
irrevecable offer to sell the principal amount of the Auctlon Rate Segnrities
specified in such Bid if the rate specified in such Bid: ie greater than, or in
some cases egqual to, the Auction Rate determined in the Auction;



F. That a Bid placed by a2 Potential Holder will constitute an
irrevocable vffer to purchase the principal amount, or 2 lesser principal amcunt,
of anction Rate Securities specified in such Rid if the rate specified in such
Bid is less than or egual to the Auction Rate determined in the auction; and

G. To tender itz 2Zuction Rate Securities for purchase at 1008 of
the principal amount thereof, plus accrued but unpaid interest, on a Conversion
Date or Period adjustment Date.

The principal amount of the Auction Rate Securities purchased or sold may
be subject tc proration procedures on the Rate betermination Date. Each purchase
or gale of Auction Rate Securities on the Rate Determination Date will be made
for settlement on the first day of the Interest Pericd immediately following such
Rate Determination Date at a price equal to 100% of the principal amount thereof
plus accrued interest. The Auction Agent is entitled to rely upon the terms of
any order submitted to it by a Broker-Dealer.

Auction Ageni; Resignation or Removal; Successor

Bankers Trust company, New York, New York is appointed in the sSeries 1994a
supplemental Resolution as Initial Auction Agent to serve as agent for the
Authority in connection with azuctions. The Trustee is directed by the avnthority
to enter into the Initial Auction Agent Agreement with the Initial Aunction Agent.

The Auction Agent may at any time resign and be discharged of the duties
and obligationhs created by the Series 199%4a supplemental Resoclution by giving
at least ninety (90) days notice toc the Trustee, the Authority and the Market
Agent. The Auction Agent may be removed at any time by the Trustee upon the
written direction of the authority or the Registered Owners of at least 66-2/3%
of the aggrégate principal amcunt of the Avnction Rate Securities then
oOutstanding, by an instrument signed by such Registered Owners or their attorneys
and £iled with the Auction Agent, the Authority, the Trustee and the Market Agent
upon at least ninety (50) days notice. Neither resignation nor removal of the
Auction Agent pursuant to the preceding two sentences will be effective until
and vnless a substitute auction Agent has been appointed and has accepted such
appointment. If reguired by the Market aAgent, a Substitute aAuction aAgent
Agreement will be entered inta with a Subsgtitute Buction Agent. Notwithstanding
the foregoing, the auction Agent mav terminate the Auction Agent Agreement if,
within thirty (30) dayz after notifying the Trustee, the authority and the Market
Agent in writing that it has not received payment of any Auction Agent Fee due
it in accordance with the terms of the Auction Agent Agreement, the Auction agent
does not receive such payment.

If the Auction Agent resigns or is removed, or is dissolved, or if the
property or affairs of the Auction Agent are taken under the control of any state
or federal court or administrative body because of bankruptey or insolvency, or
for any other reason, the Trustse, at the direction of the 2utherity (atfter
receipt of a certificate from the Authorlty confirming that any proposed
Substitute Auction Agent meets the requirements described in the immediately

succeeding paragraph below), wlill use its best efforts to appoint a Substitute
Auction agent.

Any sSubstitute Auction Agent will be: (i) a bank or trust company duly
organized under the laws of the United States of america or any state or
territory thereof having ita principal place of business in the Borough of
Manhatian, City of New ¥York, Wew York, or such other location as approved by the
Trustee and the Market Agent in Writing, and having a combined capital stock or
surplus of at least $50,000,000; or (ii) 2 member of the National Association
cf Securitieg Dealers, Tnec. hav;ng a capitalization of at least $50,000,000 and,
in either case, authorized by law to perform all the duties imposed upon it under
the Series 1994A sSupplemental Resclution and under the Auction Agent Agreement.

The Auction Agent is acting as agent for the Authorlty in comnection with

auctions. In the absence of bad faith or negligence on its part, the Auvetion
Agent will not be liable for any action taken, suffered or omitted or any srror
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cf judgement made by it in the performance of its duties under the auction Agent
Agreement and will not be liable for any error of judgement made in goed faith
unless the Auctiocn agent will have been negligent in ascertaining (or failing
to ascertain) the pertinent facts necessary to make such judgement.

The authority will pay the Auction Agent the Auction Agent Fee not later
than 12:00 p.m. Eastern Time on the next succeeding Business bay after each
Auction for the Ruction Rate Securities and will reimburse the Auction Agent upon
its request for all reasonable expenses, disbursements and advances incurred or
made by the auction Agent in acecrdance with any provision of the Auction Agent
ARgreement or the Broker-Dealer Agreements (including the reasonable compensation
and the expenses and disbursements of its agents and counsel). such amounts are
payable from the Revenues of the Trust Bstate. The Authority will indemnify and
hold harmlesz the Auction Agent for and against any loas, liability or expense
incurred without negligence or bad faith on the Auction aAgent s part, arisicg
cut of or in connegtion with the agceptance or adminigtration of its agency under
the Auction Agent Agreement and ‘the Broker-bealer Agreements, including the
reasonable costs and expenses (including reasonable fees and expenses of  its
counsel) of defending itself against any such claim or liability in connection
with its exercise or performance of any.of its duties under the series 1994a
supplemental Reseolution and under the Auction Agent and Broker~Dealer Agreements
and of enforeing the indemnification provision; provided that the Authority will
not indemnify the Auction Agent as described in this paragraph for any fees and
expenges incurred by the Aunection Agent in the normal ccurse of performing its
duties under the Auction Agent Agreement and under the Broker-bDealer Agreements,
guch fees and expenses being payable as described zbowva.

Broker-pDealer

Existing Holders and Potential Holders may participate in aAvctions only
by submitting orders (in the manner described below) through a "Broker-Dealer®
or any other broker or dealer {each as defined in the Securities Exchange aAct
cf 1934, as amendsd), commercial bank or-other entity permitted by law to perform
the functions required of a Broker-Dealer set forth below which: (i) is an Agent
Member or an affiliate of an Agent Member; (il) has been selected by the
Authority; and (iii) has entered into a Broker-Pealer Agreement with the Auction
Agent that remains effective, in which the Broker-Dealer agrees to participate
in Aucticns as described in the auction Procedures, as frem time to time amended
or supplemented.

The Broker-Dealers are entitled to a Broker-Dealer Fee, which is payable
by the Auction Agent from monies received from the Trustee. Such Broker-bDealerxr
Fee is payable from the Revenues of the Trust Estate as provided 1n the Series
19942 supplemental Resolution. :

Market Agent

Under the Market Agent Agreement, and in connection with the Auction Rate
Securities, the "Market Agent", initially smith Barney Inc., will act solely as
agent of the authority and will nct assume any obligaticn or relationship of .
agency or trust for or with any of the Beneficial owners of the Auetion Rate
Securities. The Market Agent will zreceive neminal compensation for the
performance of its duties under the Market Agent Ahgreement,

AUDCTION PROCEDURES
General ST

huctions to establish the Auction Rate will be held on e&ach Rate
Determination Date, except as described in the o0ffjicial statement under the
caption "DESCRIPTION OF THE SERIES 19943 BONDS - Interest Rates on the Series
19943 Bonds" by application of the Auction Procedures described in the Series
1994A supplemental Resolution.. For a period beginning on the date of initial
delivery and ending: (i) on January 25, 1995 with reapect tc the Seriez 1994a-
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1 Bonds; and (ii) on M=y 31, 1995 with respect to the Series 1994a-2 Bonds, each
subseries of the Auction Rate Securities will bear interest at the 1nterest rate
for such subseries determined on or akbout Decembaer 20, 1994.

Thereafter, the “Rate Determlnatlon Date" w1ll be the -Business Day-
immediately preceding the first day of each related 2uction Period, other than:
(i) an Auction Period which commences on a Conversion Date; (ii) each Auction
Period commencing after the ownership of the Auction Rate Securities is ne longer
maintained in Book Entry form; (iii} each Aunction Period commencing after the
occurrence and during the continuance of a Payment Default; or (iv) any Auction
Period commencing less than tws (2) Business Pays after the cure or waiver of
a Payment Default. Fotwithstanding the foregoing, the Rate Determination bate
for one or more Auction Periods may be- changed as descrlbed‘below under the
capticn “CHANGES IN AUCTICN TERMS". :

Notwithstanding the foregeing, if any subseries of the 2uction Rate
Securities bears interest at an Auction Rate with an Auction Period in excess
of 91-days, the Market Agent, with the consent of an Anthorized officer of the
Ruthority, will sgecify the Rate Determinaticn Date for each zZuction Period for
such subseries of the Auction Rate Securities, which Rate Determination Date will
not be more than ten (10} BRusiness Days pr;or to the Rate Adjustment Date for
such auction Perlod :

Calculation of Maximum Rate, hll—Hold Rate and uon-Payment Rate

The Auction Agent will calculate the naxlmum Rate and the aAll-Hold Rate
on each Rate Peterminaticn Date.

Upon receipt of netice f£rom the Trustee of a falled Conversion as described
in the series 19942 supplemental Resclution, the avcticn Agent will caleculate
the Maximum Rate as of such failed Convers;cn pate and give notice thereof as
provided and to the parties specified in the Auction Agent Agreement. 3If the
ownership of the auction Rate securities is no loenger maintained in Book Entry
form, the Trustee will calculate the Maximom Rate on the Business Day lmmedlately
preceding e¢ach Interest Payment Date after del;vary of certzflcatas representing
the Auctieon Rate Securities. .

If a Payment pefault has cocurred, the Trustee will calculate the Non-
Payment Rate on the first day of: (i) each Intarest Pericé commencing after the
occurrence and during the continuance of such Payment Default; and (ii) any
Intersst Period commenclng less than two {2) Buslness pays after the cure of any
Payment Default.

The auction Agent will determine-the "aa® CGmpcsite commercial Paper Rate
for each Auction Perieod other than the first Auction Pericd; provided, that if.
the ownership of the Auction Rate Securities is no longer maintained in Beook
Entry form, or if a Payment Default has occurred, then the Trustee will determine
the "BA" Composite Commercial Paper Rate for each such Interest Period. The.
determination by the Trustee or the auction Agent, .as the case may be, of the
"RA" composite Commercial Paper Rate will (in the absence of manifest error) be
final and binding upoen the Registered Owners and all other parties. if
calculated or determined by the Auction Agent, the Auction Agent will promptly
advige the Trustee and the authority of the “AA™ composite commercial Paper Rate.

Adjustment in Parcentages Used to Determine Haxbmmu All-Hold and uonrrayment
Rates

The Market Agent will adjust the percentage used in determining the all-
Hold Rate, the Applicable Percentages used in determining the Maximum Rate and
the percentage of the Index used in calculating the Non-Payment Rate, if any sach
adjustment is necessary in the judgement of the Market Agent, to refiect any
Change of Tax Law such that Auction Rate Securities bearing interest at the
Maximum Rate, the All-Hold Rate or the ¥on-Payment Rate in each case will have
substantially equal market values before and after such Change of Tax Law. In
making any such adjustment, the Market Agent will take the following factors,
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as in existence both before and after such Change of Tax Law, intoc account: (i)
ghort term taxable and tax-exempt market ratee and indices of such short term
rates; (ii) the market supply and demand for short term tax-exempt securities;
(iii) vield curves for short term and  long term tax-exempt securities or
obligations having a credit rating that is comparable to the Auction Rate
Securities; (iv) general -economic conditions; and (v) eccnomic and financial
factors present .in the gecurities industry: that may affect or that may ‘bea
relevant to the Auction Rate Securltles.

The Market Agent will commun;cate its determination to adjust the
percentage used in determining the All-Hold Rate, the Applicable Percentages used
in determining the Maximum Rate and the percentage of the Index used in
calculating the Non-Payment Rate by means of a written notice delivered-at least
ten (10} days prior to the Rate Determination pate on which the Market agent
deaires to effect the change to tha Anthority, the Trustee and the auctlon Agent.

An sdjustment in the percentages used to determine the all-Hold Rate, the
Maximum Rate and the Kon-Payment Rate shall take effect on a Rate Determination
bate only if the Truatee has coenfirmed that- _

A. The Trustee, the Auctlan.agent and the Authorlty have recelved
by 11:00 a.m. Eastern Time on the Business Day immediately preceding such Rate7
Datermination Date, a certificate from the Market agent by telex, telecopy or
gimilar means, in substaptially the form required under the series 1934a
Supplemental Resolution authorizing the adjustment of the percentage used to
determine the All-Hold Rate; the Applicable Percentage used to determine the
Maximum Rate ‘and the percentnge of the Index used in determining the Non-Payment
Rate, and confirming that a Favorable OPlnlon is expected to be recelved with
reaspect thereto; and ‘

B. The Trustea and the Auction Agent have received by 9:30 a.m.
Eastern Time on such Rate Determination Date a Faverabkle Opinien.

" The Trustee and the Authority have received written conf;rmatlon
from each Rating Agency that the proposed adjustment in the percentages used to
determine the All-Hold Rate, the Maximum Rate and the Non-Payment Rate will not
adre:sely affeat 1ts Rating then appl;cahle to any ©f the Bonda.

If any of the conditions referxed to in paragraph A. above are not met,
the existing percentage used to determine the All-Hold Rate,: the Appllcable
Percentage used to determine the Maximom Rate and the.percentage of the Index
used to determine the Non-Payment Rate will remain in effect, and the interest
rate on the auction Rate Securities for the next succeeding Interest Periocd will
be determined in accordance with the Auction Procedures. - If the condition
refexred to in paragraph B. above is not met, the existing percentage used to
determine the all-Hold Rate, the percentage of the Index used to determine the
Non-Payment Rate ana tne Applicable Percentage used to determine the Maximum Rate
will remain in effect and the interest rate for the next sueceeding Interest
Period will equal the Maximum Rate on the Rata Daetermination Date. .

Sutmission of Orders

As long as the ownership of the Auction Rate Securities is maintained in
. Book Entry form, an Existing Eoldax‘may-séll,,transfef or otherwise. dispose of
Auction Rate securities only pursuant to a Bid or sell order placed in an Auction
or through a Broker-Dealer, provided that, in the case of all transfers other
than pursuant to Auctions, such Existing. Holder, its Broker-Dealer or its Agent
. Memker adviges the Auction Agent of such transfer. Prior to a conversion Date;
Auctions for each subseries of the aAuction Rate Securities will be conducted on
each Rate petermination Date for such subseries, if there is an ARuction Agent
on’ such Rate Determination Date, in the following manper {such procedures apply
separately to each subseries of the Auction Rate Securities).

Prior to the éubmissian deadline (define&,hs-lzﬁo p.n. Eastern Time on. any
Rate Determination Date or such other time on any Rate Determination Date by
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which Broker-pealers are required to submit Orders to the Ruction Agent as

specified by the Auction Agent from time to time) cn =ach Rate Determination
Date:

A. Each Existing Belder of Aunction Rate Securities may submit to
a Broker-Dealer by telephone or otherwise information as to: (i) the principal
amount of Outstanding Auction Rate Securities, if any, held by such Existing
Holder which such Existing Bolder desires to continne to hold without regard to
the auction Rate for the next succeeding Aucticn Peried (2 "Hold Orderm}; (ii)
the principal amount of oOutstanding aucticn Rate Securities, if any, which such
Existing Holder offers to sell if the auction Rate for the next succeeding
Interest Period will be less than the rate per annmum specified by such Existing
Bolder {a "Bid™); and/or (iii) the principal amount of outstanding auncticn Rate
Securities, if any, held by such Existing Helder which such Existing Holder
offers to sell without regard to the naunction Rate for the next succeeding
Interest Period (a “sell oOrder"); and

E. One or mare Broker-Dealers may contact Potential Helders te
determine the principal amount of Auction Rate Securities which each such
Potential Holder offers to purchage, if the Auction Rate for the next succeeding
auction Period will nct e less than the rzte per annum specified by such
Potential Helder (also a "Bid").

Each Hold order, Bid and sell Order will be an "order®. Each Existing
Hclder and each Potential Holder placing an Order is referred to as a "Bidder®.

subject to the provisions described below under the caption "validity of
orders”, a Bid by an Existing Holder will ecnstitute an irrevocable offer to
sell: (i) the principal amount of ¢utstanding Ruction Rate securities specified
in such Bid if the Auction Rate will ke less than the rate specified in such Bid;
(iiy such principal amount or a lesser principal amcunt of Outstanding Auction
Rate Securities to be determined as described below under the capticn “aAcceptance
and rejection of orders*, if the aunction Rate will be equal to the rate specified
in such Bid; or (iii} such principal amount or a lesser priacipal amount of
outstanding Anction Rate Securities to be determined as described below under
the caption "Acceptance and Rejection ¢of Orders®, if the rate specified therein
will be higher than the Maximum Rate and Sufficient Clearing Bids have not been
made.

subject to the provisions below under the caption "validity of oOrdexs",
a sell 9rder by an Existing Holder will constitute an irrevocable offer to sell:
{i) the principal amcunt of outstanding Auction Rate Securities specified in such
sell order; or (ii] sguch principal amount or a lesser principal amount of
outstanding Auction Rate Securities ag described helew under the c¢aption
"Acceptance and Rejection of Ordexrs™, if sufficient Clearing Bids have not been
nade.

subject to tThe provisicns described beleow under the caption "validity of
ordersa®, a Bid by a Potential Holder will constitute an irrevocable coffer tec
purchase: (i} the principal amount of outstanding Aunction Rate Securities
specified in such Bid if the Auction Rate will be higher than the rate specified
in such Bid; ox (ii) such principal amount or a lesser principal amcunt of
outstanding Auction Rate Securities as described below under the caption
"hAcceptance and Redection of orderav, if the anction Rate iz egual to the rate
specified in such Bid.

Each Broker-Dealer will submit in writing to the Aucticn BRgent prior to
the submission Deadline on each Rate Determination Date all Orders cobtained by
such Broker-Dealer and will specify with respect to sach such order: (i) the
name of the Bidder placing such Order; (ii) the aggregate principal amcunt of
Aunction Rate Securities that are the subject of such order; {iii) to the extent
that such 2idder ig an Existing Holder, (a) the principal amount of puction Rate
Securities, 1f any, subject To any Hold Order placed by such Existing Balder,
(b) the prineipal amount of Muctieon Rate Securities, if any, subject to any Bid
placed by such Existing Holder and the rate specified in such Big, and {c¢) the
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principal amount of Auction Rate Securities, if any, subject to any Sell order
placed by such Existing Holder; and (iv) to the extent such Bidder is a Peotential
Holder, the rate specified in such Potential Holder‘s Bid.

If any rate specified in any Bid containe more than three figures to the
right of the decimal point, the Auctiorn Agent will round such rate up to the next
highest one=-thousandth (.001) of one percent.

If an Ovder or Orders covering all Cutstanding Aunction Rate Securities held
by any BExisting Holder are not submitted to the Auction agent prior to the
submission Deadline, the auction Agent will deem a Held order to have been
submitted on behalf of such Existing Holder covering the principal amount of
outstanding Auction Rate Securities held by such Existing Holder and not subject
to an Order submitted to the Aucticn agent.

Neither the Authority, the Trustee nor the Awvetion agent will be
responsible for any fallure of a Broker-Dealer teo submit an Ordexr to the Auction
Agent on behalf of any Existing Holder or Potential Holder.

} An Existing Holder may submit multiple oOrders, of different types and
specifying different rates, in an Auction with respect to Auction Rate Secnrities
then held by such Exlstlng Holder. aAn Existing Holder that offers to purchase
additional Auction Rete Securities is, for purposes of such offer, treated as
a Potential Holder.

any Bid specifying a rate higher than the Maximum Rate will: (i) be treated
as a Sell order if submitted by an Existing Holder; and (ii) not be accepted if
submitted by a Potential Holder.

validity of orders

If any Existing Holder submits through a Broker-Dealer t¢ the Aucticon Agent
one or mere Orders covering in the aggqregate more than the principal amount of
outstanding auction Rate securities held by such Existing Holder, such orders
will be considered valid as follows and in the feollowing order of pricrity:

A, Hold orders. All Hold Orders will be considered valid, but only
up to the aggregate principal amount of cutstanding auvction Rate securities held
by such Existing Holder, and if the aggregate principal amount of Auction Rate
Securities subject to such Hold Orders exceeds the aggregate principal amount
of Ruction Rate Securities held by such Existing Helder, the aggregate principal
amount of Auction Rate Securities subjeet to each such Hold Order will be reduced
so that the aggregate principal amount of Auction Rate Securities subject to such
Hold Orders equals the aggregate principal amount of oOutstanding Auction Rate
Securities held by such Existing Helder.

B. EBids. &Any Bid will be considered valid up teo an amount ecual
to the excess of the principal amount of outstanding Auction Rate Securities held
by such Existing Holder over the aggregate principal amount of Auction Rate
Securities subject to any Hold oOrders referred to above. subject to the
preceding sentence, if multiple Bids with the same rate are submitted on hehalf
of such Existing Bolder and the aggregate principal amount of Qutstanding Auction
Rate securities subject to such Bids is greater than such excess, such Bids will
be considered valid up to the amount of such excess. Subject te the two
preceding sentences, if more than one Bid with different rates iz submitted on
behalf of such Existing Holder, such Bids will be considered valid first in the
agcending order of their respective rates umtil the highest rate is reached at
which such excess exists and then at such rate up to the amount of such excess.
In any event, the amount of Outstanding Auction Rate Securities, if any, subject
to Bide not valid under the provisions described zbove will be treated as the
gsubject of a Bid by a Fotential Holder at the rate therein specified. .

C. Sell orders. B2ll Sell orders will be considered valid up to the
amount equal to the excess of the principal amount of oOutstanding Auction Rate
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Securities held by such Existing Holder over the aggregate principal amcunt of
Auction Rate Securities subject to Hold Orders and valid Bids referred to above.

If more than one Bid for Auction Rate Securities is submitted on behalf
of any Potential Holder, each Bid submitted will be a separate Bid with the rate
and principal amount therein specified. Any Bid or Sell Order submitted by an
Existing Holder covering an aggregate principal amocunt of Auction Rate securities
not equal to an Authorized Denomination will be rejected and will be deemed a
Hold order. any Bid submitted by a2 Potential Holder covering an aggregate
principal amount of Auction Rate Securities not egqual to an Authorized
Dencmination will be rejected. Any Order submitted in an Auction by a Broker-
Dealer to the BAuction Agent prior ta the Submission Deadline on any Rate
Determination Date will be irrevocable.

A Hold order, a Bid or a sell Order that has been determined valid pursuant
to the procedures deacribed akove is referred to as "submitted Hold oOrder®, a
*gubmitted Bid" and a *“sSubmitted 8Sell Order~, respectively (collectively,
"sSubmnitted Orders").

Determipation of sSufficient Cclearing Bids and Auction Rate

¥ot earlisr than the Submission Deadline on each Rats Determinaticn Date,
the Auction Agent will assemble all valid submitted orders and will determine:

A. The excess of the total prineipal amount of outstanding Ruction
Rate Securities over the sum of the aggregate principal amount of outstanding
huction Rate Securities subject to Submitted Hold Orders (such excess being
hereinafter referred to as the "Available Auction Rate Securitiesv); and

B. From such submitted Orders whether the aggregate principal amount
of outstanding auction Rate Securities subject tc submitted Bids by Fotential
Holders specifyving one or more rates equal to or lower than the Maximum Rate
exceeds or is equal to the sum of: (i} the aggregate principal amount of
outstanding auction Rate Ssecurities subject to submitted Bids by Existing Holders
specifying one or more rates higher than the Maximum Rate; and {ii) the aggregate
principal amount of Cutstanding Aucticon Rate Securities subject to Submitted Sell
Orders (in the event such excess or such egquality exists other than hecause all
of the outstanding Auction Rate Securities are subject to Submitted Hold orders,
such Submitted Bids by Potential Holders described above will be heresinafter
referred to collectively as "sufficient Clearing Bids"); and

C. If sufficient Clearing Bids exist, the "Winning Bid Rate" will
be the lowest rate spesified in such Submitted Bids such that if,

1, each such gubmitted Bid froem Existing Holders
specifving such lowest rate and zll other submitted Bids from
Existing Holders aspecifying lower rates were rejected (thus
entitling such Existing Eolders to continue to hold the principal
amount of Auction Rate Securities subject to such submitted Bids);
and

) 2. each such Submitted Bid from Potential Holders
specifying such lowest rate and all other submitted Bids from
Potential Holders specifying lower rates were accepted,

the result would be that such Existing Holders described in subparagraph 1.
above would continue to hold an aggregate principal amcunt of oOutstanding
Auction Rate Securities which, when added to the aggregate principal amount of
cutstanding Auction Rate Securities to he purchased by such Potential Holders

deseribed in subparagraph 2. above, weuld equal not less than the Available
Auction Rate Securities.
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Notice of Auction Rate

Promptly after the Auction- Agent has made the determinations described
above, the Auction Agent will. advise the Trustee and the Authority of the
Maximum Rate and the All-Hold Rate and the components therecof on the Rate
Determinaticon Date, and based cn =such determ;natlons, the Auctlcn Rate for the
next succeeding Interest Perlod ag follows:

A. If Sufficient Clearing Bids exist, that the Anetion Rate for the
next succeeding Interest Perlod will® be equal to the Winning Bid Rate so¢
determined;-

B. If Suffzclent Clearing Bids do not exist (other than because all
of the oOutstanding Auction Rate Securities are subject to Submitted Hold
Orders), that the Auction Rate for the next succeedlng Intarest Pericd will be
equal to the Maximam Rate: or - :

C. Tf all outstanding Auction Rate Securities are subject to
Submitted Hold oOrders, that the Auction Rate fcr the next succeeding Interest
Periocd will be edqual to the All-ﬂold Rate.

Not later than the second Business Day of each auction Period, the Trustee
will notify the Registered Owners of the Auction Rate Securities cf the Auction
Rate for such Auction Perlod.

Acceptance and - joectlun of Orders

EXlStlng Holders will continue to- hold . the principal amount of Auction
Rate Securities that are subject te Submitted Hold orders. submitted Bids and
Submitted sell orders will be accepted or rejected, and the auction Agent will
take such other action as set forth ‘below. -

Sufficient Clearing Bid=s. IXf sufficient C1ear;ng Bids have been made, all
submitted sell oOrders will be accepted and, subject to the procedures described
under the caption "authorized Denomlnatlons Requirement® below, Submitted Bids
will be accepted or rejected as follows inm the following order of priority and
all other submitted Bids will be rejected.

A, Ex;stlng Holders~ Submltted ‘Bids ‘specifying any rate that is
higher than the Winning Bid Rate will be accepted, thus requiring each such
Existing Holder to sell the aggregate principal amount of Auction Rate
Securities subject to such Submltted Blds.

B. Exlstlng Holders+ submitted BLds spec1fy1ng any rate that is
lower than the winning Bid Rate will be rejected, thus entitling each such
Existing Holder to continue to hold the aggregate pr;nczpal amount of Auction
Rate Securities subject -to such submitted Bids;

¢. pPotential Holders’ submitted Bids specifying any rate that is
lower than the Winning Bid Rate will he accepted;

D. Each Bxisting Holder’s Submitted Bid specifyirg a rate that is
equal to the winning Bid Rate will be rejected, thus entitling such Existing
Holder to contimne to hold the aggregate principal amount of Auction Rate
Securities subject to such submitted Bid, unless the aggregate principal amount
of auction Rate securities subject to such submitted Bids will be greater than
the principal amount of Auction Rate Securities (the *“remaiping principal
amount™) equal te the excess of the Available auction Rate Securities over the
aggregate pr;nc;pal amount of Aucticn Rate Securities subject to Submitted Bids
described in paragraphs B. and C. above, in which event such Submitted Bid of
such Bxisting Helder will be rejected in part and such Existing Holder will be
entitled to continue to hold the principal amount of Auction Rate Securities
subject to such submitted Bid, but only in an amount equal te the aggregate
principal amount of Auction Rate Securities obtained by multiplying the
remaining principal amount by a fraction, the numerator of which will ke the
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prinecipal ameount of Qutstanding Auction Rate Securities held by such Existing
Helder subject to zuch submitted Bid and the dencminator of which will be the
sum of the principal amount of Cutstanding Auction Rate Securities subject to
such submitted Bids made by all such Existing Eolders that specified a rate
equal to the Winning Bid Rate; znd

E. Each rotential Holder s submitted Bid specifying a rate that is
equal tc the Wimming Bid Rate will be accepted, but only in an amount egual to
the principal amcunt of Aunction Rate Securities obtained by multiplying the
excess of the aggregate principal amount of Auction Rate Securities over the
aggregate principal amount of Auction Rate Securities subject to submitted Bids
described in paragraphs B., 2. and D. above by a fracticn, the numerator of
which will be the aggregate principal amcount of oOutstanding »aunction Rate
securities subiject tc such submitted Bid and the dencminator of which will be
the sum of the principal amount of cutstanding Auction Rate Securities subject
to submitted Bids made by all such Potential Holders that specified a rate equal
to the Winning Bid Rate.

Insufficient Clearing EBids, If sufficient Clearing Bids have not been
made (cther than becaunse all of the outstanding Auction Rate Securities are
subject to submitted Hold Orders), subject to the procedures described under the
caption "Authorized Penominations Requirement® below, Submitted Orders will be
accepted or rejected as follows in the fellowing order of priority and all other
submitted Bids will be rejected.

A. Existing Holders‘ submitted Bids specifying any rate that is
equal to or lower than the Maximum Rate will be rejected, thus entitling such
Existing Holders to ccntinue to hold the aggregate principal amount of Ruction
Rate Securities subject to such sSubmitted Bids;

B. ©Potential Holders’ submitted Bids specifying any rate that is
equal to or lower than the Maximum Rate will be accepted, and Potential Holdera!

submitted Bids gpecifying any rate that is highexr than the Maximum Rate will be
rejected; and

C. Each Existing Holder‘s Submitted Bid specifying any rate that
is higher than the Maximum Rate and the submitted sell order of each Existing
Holder will be accepted, thus entitling each Existing Holder that submitted any
such sSubmitted Bid or sSubmitted Sell order teo sell the Anction Rate Securities
subject to such submitted Bid or submitted sell Order, but in both caszs only
in an amcunt of Auction Rate Securities obtained by multiplying the aggregate
pringcipal amount of Auction Rate Securities subject to Submitted Bids described
in waragraph B. above by a fracticn, the numerator of which will bhe the
aggregate principal amcunt of ontstanding Auction Rate Securities held by such
Existing Holder subject to such submitted Bid or Submitted Sell order and the
denominator of which will be the aggregate principal amcunt of outstanding

Auction Rate Securities subject to all such submitted Bids and submitted sell
Crders. |

All Bold orders. TIf all cutstanding auction Rate Securities are subjected
to Submitted Hold oOrders, all Submitted Bids will be rejected.

Authorized Depominations Regquirement. If, as a result of the procedures
degeribed above under the captions "sufficient Clearing Bids" and "Insufficient
Clearing Bids", any Exlsting Holder would be entitled er regquired to sell, or
any Potential Holder would be entitled or required to purchase, a principal
amcunt of Auction Rate Securities that is not equal +to an authorized
Denomination, the Auction Agent will, in such manner as in its sole discretion
it will determine, round up or down the principal ameunt of Auction Rate
Securities to be purchased or sold by any Existing Holder or Potential Holder
so that the principal amount of Auction Rate Securities purchased or sold by
each Existing Holder ox Potential Holder will be egual to an Authorized
Denomination. If, as a result of the procedure= described above regarding
Insufficient clearing Bids, any Potential BHolder would be entitled or required
to purchase less than a principal amount of Anction Rate Securities equal to an
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Authorized Denomination, the Auction Agent will, in such manner as in its sole
digeretion it will determine, allocate Auction Rate Securities for purchase
among Potential Holders so that only Buction Rate Securities in an Authorized
Denominaticon are purchased by any rotential Holder, even if such allogaticn
results in one or more of guch Potential Holders not purchaging any auction Rate
Securities. :

Baged on the results of ecach Auction, the Auction Agent will determine the
aggregate principal amount of Avction Rete Securities to be purchased and the
aggregate principal amount of Auction Rate Securities toc be sold by Potential
Holders and Existing Holders on whose behalf each Broker-Dealer submitted Bids
or Sell orders and, with respect to each Broker-Dealer, to the extent that such
aggregate principal amount of Auction Rate Securities to be asold differa from
such aggregate principal amount of Auction Rate Securities to be purchased,
determine ta which cother Broker-Dealer or Broker-Dealers acting for one or more
purchasers such Broker-Cealer will deliwver, or from which Broker-Dealers acting
for one or more sellers such Brokerwnealer will receive, as .the case may be,
Auction Rate securitiss.

The Authority may not submit an Order in any Auction.

Any calculation by the Auction Agent (or the Wrustee, if applicable) of
the Auction Rate, the "aa" Ccomposite Commercial Paper Rate, the Maximum Rate}
the All-Hold Rate and the Non-Payment Rate will, in the absence of manifest
error, be binding on all other parties.

settlement Procedures

The Auction Agent is required to advise each Broker-Dealer that submitted
an ¢order in an Ancticrm of: (i)} the Auction Rate for the next Interest Period;
{ii) whether there were sufficient Clearing Bids in such Auction; and {iii) if
such ordex was & Bid or sell order, whether such Bid or sSell order was accepted
or rejected, in whole or in part; by telephone not later than 3:00 p.m. Eastern
Time on the Rate Determination Date, Each Broker-Dealer that submitted an ordexr
on behalf of a Bidder is reguired to then advise such Bidder of the Auction Rate
for the next Interest Period and, if such Order was a Bid or a Sell Order,
whether such Bid or sSell order was accepted or rejected, in whole or in part,
confirm purchases and sales with each Bidder purchasing or selling Aunction Rate
Securities as a result of the Avction and advise each Bidder purchasing oz
gelling auction Rate Securities as a result of the Auction to give instructions
to its Agent Member to pay the purchase price against delivery of such Auction
Rate Securities cr to deliver such Auction .Rate Securities against payment
therefor, as appropriate. . Pursuant to the Auction Agent Agreement, the Auction
Agent will record each transfer of Auction Rate Securities on the Existing
Holders Registry to be maintained by the auction agent.

In acceordance with DTC’s normal procedures, on the Business Day after the
Rate Determination Date, the transactions described above will be executed
through DTC (sc long as .DTC is the Securities Depository) and the accounts of
the respective Agent Members at DTC will be debited and credited and Auction
Rate securities delivered as necessary to effect the purchasesz and sales of
duction Rate Securities as determined in the Auction. Purchasers are reguired
to make payment though their agent Members in same-day funds to DTC against
delivery through their Agent Members. DTC will make payment in accordance with
its normal. procedures. which now provide for payment agalnst delivery by its
agent memberz in immediately available funds.

If any Existing Holder selling auction Rate Securitiea in an Auction fails
to deliver such Auction Rate Securities, the Broker-Dealer of any person that
wag to have purchased Auction Rate Securities in such Auction may deliver to
such perscn a principal amount of Aunction Rate securities that 1s less than the
principal amount of Auction Rate Securities that otherwise was to be purchased
by such person but in any event equal te an anthorized Denomination. In such
event, the principal amount of Aucticr Rate .Securities to be delivered will be
determined by such Broker-Dealer. Delivery of such lesser principal amount of
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Auction Rate Securities will constitute good delivery. wNeither the Trustee nor
the auction Agent nor the Authority will have any responsibility or liability
with respect to the fallure of a Potential Holder, Existing Hclder or their
respective Broker-Dealer or Agent Member to deliver the principal amount of
Auction Rate Securities or to pay for the Aauction Rate Securities purchased or
sold pursuant to an Auction or otherwise.

For a further description of the settlement procedures, see "Appendix G -
SETTLEMENT PROCEDURES FQR THE AUCTION RATE SECURITIES™ hereto,

AUTHORLITY AND TRUSIEE NOT RESFOHNSIBLE FOR AUCIION AGENT,
MARFET AGENT AND BPROEKER-DEALER

Weither the Trustee nor the Anthority will be liable or responsibkble for
the actions of or failure to act by the Auction Agent, Market aAgent or any
Broker-Dealer under the Series 1994A Supplemental Resoluticon or under the
Muction Agent Agreement, the Market Agent Agreement or any Broker-Dealer
Agreement. The Trustee and the aAuthority may concluzively rely upon any
informaticn required to he furnished by the Auction Agent, Market Agent or any
Broker—bDealer without undertaking any independent review or inveatigation of the
truth or accuracy of such information.

CHANGES 1IN AUCTION TERMS
Changes in Auction Period or Periods.

While any subseries of the Auction Rate securities are outstanding, the
Authority, from time to time, may change the length of cne or more Auction
Pericds for a subseries of the Auction Rate Securities in order to conferm with
then current market practice with respect to similar securities or to
accommodate economic and finaneial factors that may affect or be relevant to the
length of the Auction Period and the interest rate bornme by such subseries of
the Auction Rate Securities (an "Auction Period Adjustment"). The Aunthority
will not initiate such change in the length of any Anction Pericd unless it has
received written confirmation from each Rating Agency that the change in the
muction Periced will not adversely affect its rating then applicable to any of
the Bonds and has received written consent from the Market Agent, which consent
will not be unreasonably withheld, not less than three (3) days nar more than
twanty (20) days prior to the eifective date of an Auction Pericd adjustment,
The aunthority will initiate an auction Period adjustment by giving written
notice thereof in the form set forth in the Series 1994a supplemental Resolution
ta the Trustee, the Anction Agent, the Market Agent and the Securities
Depository at least ten (10) days prior to the Rate pDetermination Date for such
Auction Period.

any such Auction Feriod Adjustment will not be less than seven (7) days
nor more than ninety-one (91) days or a period of sgix (6) months, nine (9)
months or one (1) vear. If any such Auction Period adjustment will result in
an auctlion Period of leas than twenty-eight (28) days, the notice described
above will be effective only if it is accompanied by a written statement of the
Trustee, the Auction Agent and the Securities Depository tc the effect that they
are capable of performing their duties, if any, under the Series 1994a
supplemental Resoluticn, the Auction Agent Agreement and any Broker-bDealer
Agreement with redpect te such changed Auction Period.

2 change in the length of any Auction Period will not be allowed unless
Sufficient Clearing Bids existed at both the Auction immediately preceding the
date on which the notice of the proposed change was given as described above and
the Auction immediately preceding the proposed change.

The change in length of one or more Auction Periods for any subseries of

the 2uction Rate Securities will take effect only if: (i} the Trustee and the
Auction agent receive, by 11:00 a.m. Eastern Time on the Business Day before the
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Rate Determination Date for .the first such Auction Pericd, a certificate from
the . Authority authorlzlng an Auction -Period .Adjustment speclfled in such
certificate; and (ii) sufficient clearing Bids exisgt at the auction on the Rate
Determination Date for''such first Auction Period. If the ¢ondition referred to
in (i) above is not met, the Auction Rate will be determined pursuant to the
Auction Procedures and the Acvction Period will be the auction Period determined
without reference to the propesed change. If the conditién referred to in (i)
above 1g met, but the condition referred to in (ii) sbove iz not met, the
Auction Rate will be the Maximum Rate and the Auction Period will be the Auctlon
Paeriod determined without reference te the proposed change. ,

a change in the length of one or more Auction Perlods w111 not be allcwed
unless the authority receives confirmetion from each Rating Agency ratlng the
Series 1994A Bonds at the request of the Authority that such change in. Auction
Period will not adversely affect its Ratlng then appllcahle to any Serles 1994A
Bonds . .

changes in the Rate Determlnatxon Date

50 long as any subserles of the Anctlon Rate Securities bears interest at
an. Auction Rate; the Market Agent, ‘with the written consent of the Authority,
may specify an earlier Rate Determination bate (but in no event more than five
{5) Business Days earlier) than the Rate Determination Date that would otherwise
be determined in accordance with the definition of "Rate Determinaticn bate® in
*appendix A - SUMMARY OF CERTATN DEFINITIONS AND PROVISIONS OF THE BOND
RESOLUTION" hereto with respect to one or more specified Auetion Pericds in
order to conform with then current market practice with respect to similar
gsecurities or to accommodate econcmic and financial factors that may affect or
be relevant to the day of the week constituting a Rate Determinatiecn Date and
the interest rate borne on the Aucticn Rate Securities. The puthority will not
consent to such change in - the Rate Determination Date unless the Authority has
received from the Market Agent not less than three (3) days nor more than twenty
(20) days pricr €to the affective date of such change a written requast for
consent ' together with a. certificate demonztrating the need Ifor change in
reliance on such factors. The Market Agent will provide notice of its
determination te¢ "specify .an earlier Rate Determination Date - for one or more
Auction Periods by means of a written notice delivered at least tenr (10) days
prior to the propogsed changed Rate Determination Date to the Trustee, the
Auction Agent, the Authority and the Securities Depesitory. Such notice will
be: substantially in the form of, or contain-substantially the information
contalned xn, the Serles 1994A supplemental Resolution.

The changes in: Auctlon terms descrlbed above may be made with respect to
any subseries of the Anction Rate Securities (but in such laltter case separate
notices will be prepared -and delivered as provided above and, with respect to
changes in the length of Auction Periods, the conditicns speclfled above will
be applied to each subseries separately). 1In connection with any change in
Auction Terms described abnve, the Auction Agent will provide snch further
nbtice to such parties as 13 spec;f;ed in the Auction Agent Agreement.

changes in the Interest Payment-nates

e The Authorlty may - change the Interest Payment Date with respect to a
subseries of the Auction Rate securities tc or from sam;-annual payments to or
from the Interest Payment Dates specified in the notice of such change described
below in order to conform with then current maxket pragtice with respect to
aimilar securities or to accommodate economic and financial factors that may
affect or be relevant to the dates on which interest should be paid and the
interest rate borne-on the duction Rate Securities. The Anthority will not
initiate such '‘change in the Intersst Payment Date unless it has received the
written consent of the Market Agent, which consent will not be unreascnably
withheld, not less than three (3) days nor more than twenty (20) days prior to
the effective date of such change. The Authority will initiate the change in
the Interest Payment .Date of any subseries of the Suction Rate Securities by
giving written notice to the Trustee,  the Aucticn agent, the Market Qgent and
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the sSecurities Depeositery in gubstantially the form of, or containing
substantizliy 'the information contained in, the series 19942 sSupplemental
Resolution at least ten (10} days prior to the Rate Determination Date for such
subseries of the Auction Rate Securities.

A change in the Interest Payment Dates for any subseries of the auction
Rate sSecurities will not be allowed unless sufficient clearing Bids existed at
both the Auction for such subseries of the Auction Rate Securities before the
date on which the notice of the proposed change was given as provided in the
series 19942 supplemental Resclution and the Auction for such subseries of the
Auction Rate Securities immediately preceding the proposed change.

[This space left blank intentionally]
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Appendix G

oklahoma Student Loan Aothority
Stndent Toan Revenue Bonda, Series 19943

SETTLEMENT PROCEDURES FOR THE AUCTION RATE SECURITIES

If not otherwise definad below, capitalized terms used in this Appendix
have the meanings given such terms in “Appendix A - SUMMARY OF CERTAIN
DEFINITIONS AND FROVISIONS OF THE BOND RESOLUTION" hereto.

Notice to Broker-Dealers of Auction Results

Not later than 3:00 p.m. Bastern Time on each Rate Determination bate, the
aunction agent will notify by telephone each Broker~pealer that participated in
the anction held on such Rate Determination bDate and submitted an Order on behalf
of an Existing EHolder or Potential Eolder of:

A. The auction Rate fiked for the pext Interest Period;
B. Whether there were sufficient Clearing Bids in such Aucticn;

C. If such Broker-bealer (a “Seller’s Broksr-Dealer®) submitted Bids
or Sell orders on behalf of an Existing Holder, whether such Bid or sell order
was accepted or rejected, in whole or in part, and the principal amount of
Auctien Rate Securities, if any, to be sold by such Existing Holder;

D. If such Brcker-bealer (a "Buyer‘s Broker-Dealer") submitted a
Bid on behalf of a Potential Holder, whether such Bid was accepted or rejected,
in whole or in part, end the principal amount of Auction Rate Securities, 1f any,
to be purchased by such Potentlal Holder:

E. If the aggregate amount of Aumction Rate Securities tec be sold
by all Existing Holders on whose behalf such Seller‘’s Broker-Dealer submitted
Bids or Sell oOrders exceeds the aggregate primcipal amount of Aucticn Rate
Securities to be purchaased by all Potentizl Holders on whose behalf such Buyer’s
Broker-bDealer submitted a Bid, the name or names of one ox more Buyer’s Broker-
Dealerxs (and the name of the Agent Member, if any, of each such Buyer‘s Broker-
Dealer) acting for cone or more purchasers of such excess principal amount of'
Auction Rate Securities and the principal amcunt of Auction Rate Securities to
be purchased Ifrom otns or more Existing Holders on whose behalf such Seller s
Broker-bezler acted by one or more Potential Holders on whose behalf each of such
Buyer‘s Broker-Dealers acted;

F. If the principal amount of Auction Rate Securities to be
purchased by all Potential Holders on whose kehalf such Buyer’s Broker-Dealer
submitted a Bid exceeds the amount of Auction Rate Securities to be gold hy all
Exigting Holders on whose behalf guch Sellerrs Broker-Dealer submitted a Bid or
a Sell order, the name or names of cne or mcre Seller’s Broker~Dealers (and the
name of the Agent Member, if any, of each such Seller’s Broker-Dealer) acting
for one or more sgellers of such exXcess principal amount eof Auction Rate
Securities and the principal amount of Auction Rate Securities teo be sold to one
or more Potential Holders on whose behalf such Buyer’s Broker-Dealer acted by
tne or more Existing Holders on whosze behalf each of asuch sSeller’s Broker-
Dealers acted;

G. Unless previously provided, a list of all Applicable Auction
Rates and related Interest Periods (or portions thereof) since the last Intersst
Payment Date; and ;

H. The Rate Determination bate for the next succeading auction.




obligations of Broker-Dealer

on zach Rate Determination Date, each Droker-Dealer that submitted an Order
on behalf of any Existing Holder oxr Potential Holder will:

2. Advise each Existing Holder and Potential Holder on whose behalf
such Broker-Dealer submitted a Bid or sell order in the aucticn on such Rate
pDetermination Date whether such Bid or sell order was accepted or rejected, in
whole or in part;

B. In the case of a Broker-Dealer that iz & Buyer’s Broker-bDealer,
advise epch Potential Holder on whose behalf such Buyer’s Eroker-Dealer submitted
a Bid that was accepted, in whole or in part, te instruct such Potential Holder s
Agent Member to pay such Buyer’s Broker-Dealer (or its Agent Member) through the
Securities Depository the amount pecessary, including accrued interest, if any,
to purchase the principsl amount of the suvction rRate Securities to be purchased
pursuant to such Bid against receipt of such Anction Rate Securities;

C. 1iIn the case of a Broker-Dealer that is a sellers Broker-Dezler,
instruoet each Existing Holder on whose behalf such Seller’s Broker-Dealex
submitted a s2ll Order that was accepted, in whele or in part, or a Bid that was
accepted, in whole or in part, to instruct such Existing Holder s Agent Member
to deliver to such Seller’s Broker-Dealer (or its Agent Member) through the
Securities Depository the principal amount of Auction Rate Securities to be so0ld
pursnant to such order azgainst payment therefor;

D. Advise sach Exigting Holder on whose behalf such Broker-Dealer
submitted an Order and each Potentizl Holder on whese behalf such Broker-Dealerxr
submitted a Bid of the Auction Rate for the next Interest Period;

£. 2dvise each Existing Holdex on whose behalf such Broker-Dealer
submitted an Order of the nezt Rate Determination Date; and

F. Advise esach Potential Eolder on whose behalf such Broker-Dealer
submitted a Bid that was accepted, in whole or in part, of the =next Rate
Determination Date for such subgeries of the Auction Rate Securities.

Allocations By Broker-Dealer

On the basis of the information provided to it pursunant to information
under the caption "Notice to Broker-Dealers of Auction Results" abowve, each
Broker-Dealer that submitted a Bid or Sell Oxder in an Auction is regquired to
allocate any funds received by it in connection with sueh auction pursuant to
paragraph B. under the caption "Obligztions of Broker-Dealer" aktove, and any
Auction Rate Securities received by it in connection with such Auction pursuant
to paragraph ¢. under the caption "obligations of Broker-bealer* ahove, among
the Potential Holders, if any, on whose behalf such Broker-Daazler zubmitted Bids,
the Existing Holdersz, if any on whose behalf such BroXer-Dealer submitted Bidas
or Sell Orders in such anction, and any Broker-Dealers identified to it by the
Auction Agent following such Auction pursuant to paragrzph E. or F. information
under the caption *Notice to Broker=Dealers of Anction rResults” above.

on each Rate Determination Date:

A. Each Pctential Helder and Existing Holder with an order in the
Auction on such Rate Determination bate will instruct its Agent Member as

provided in paragraph E. or C. under the caption "obllgatlons of Broker-Dealexr”
above, as the case may be;

B. Each Seller’s Broker-Dealer that is not an agent Member of the
Securities Depository will instruct its Agent Mewber to: (i) pay through the
Sscurities Depository to the Agent Member of the Existing Bolder delivering the
Avction Rate Securities to such Broker-Dealer following such Auction pursuant
to paragraph C under the caption "0Obligations of Broker-pealer” above the amount
necesgary, including accrued interest, if any, to purchase such auction Rate
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Securities against receipt of such Auction Rate Securities; and (ii) deliver such
Auction Rate Securities through the securities Depository Lo & Buyer’s Broker-.
Dealer {or its Agent Member} identified to such Seller’s Broker-bDealer pursuant
to paragraph E. under the capticn “"Notice to Broker-Dealers of Buction Results”
above against payment therefor; and

C. Each Buyer-’s Broker-Desaler that is not an aAgent Member in the
Securities Depcsitory will instruct its Agent Member to: (i) pay through the
Securities Depository to Seller’s Broker-pealer (or its agent Member) identified
folleowing such Auction pursuant to paragraph F. under the caption "Notice to
Broker-Dealers of Aucticon Rates* above the amount necessary, including accrusd
interest, if any, to purchase the auction Rate Securities to be purchased
pursuant to paragraph B. under the caption "oObligations of Broker-Dealer" zbove
against receipt of such Auction Rate securities to be purchased pursuant to- such
paragraph against recelpt of such Auction Rate Securities; and (ii) dellver such
Auction Rate Securities through the Securities Depeository to the Agent Mamber
of the purchaser against payment therefor.

Broker-pealer Inatructions to Securities Depository

on the Business Day following each Rate Determinaticn bate: .
4. EBach Agent Member for a Bidder in the Auction on such Rate
Determination Date refsrred teo in paragraph A. undsr the captlon "Allocations
by Broker-Dealer” above will instruct the Securities Depository to execute the
transactions described under paragraph B. or €. under the caption "obligaticns
cf Brcocker-Dealer" above for such Auction, and the Securities Deposltnry will
execute such transactioens;

B. Bach Seller‘s Broker-Dealer or its Agent Member will Inatruct
the securities Depository to execute the transactions described in paragraph B.
under the captlon “Allccations by Broker-Dealex” above for such Auction, and.the
Securities Depository will executs guch transactions; and

¢. Bach Buyer’s Brcker-Dealer or its Agent Member will instruct the
Securities Deposltory to execute the transactions deacribed in paragraph C.
under the captlon *aAllecationg by Broker-Dealer”® above for such Auction, and the
Securities Depository will execute such transactions.

Existing Holder’s Failure to Deliver

If an Existing Holder selling auction Rate Securities in an auction fails
to deliver such Auction Rate sSecurities (by avthorized book entry), a Broker-
bealer may deliver to the Potential Bolder on behalf of which it submitted a2 Bid
that was accepted a primcipal amount of Auction Rate Securities that is less
than the principsl amount of Ruction Rate Securities that otherwise was to be
purchased by such Potential Hcelder. In such ewvent, the prinecipal amocunt of
Auction Rate Securities to be so delivered will be determined solely by such
Brokexr-Dealer (but c¢nly in denominations of $100,000 and integral multiples
thereof). Delivery of such lesser principal amount of Anction Rate Securities
will constitute good delivery. Notwithstanding the foregoing terms of this
paragraph, any delivery or nondelivery of Buction Rate Securities which will
represent any departure from the results of an Auction, as determined by the
Auction Agent, will be of no effect unless and until the Aucticn Agent has been
notified of such delivery or nondelivery in accordance with the provisions of
the Aucticn Agent Agreement and the Broker-Dealer Agreements. Neitlier the
Prustee nor the Auection Agent nor the aunthority will have any responsibility or
liability with respect to the failure of a Potential Holder, Existing Holder or
their respective Broker-Dealer or Agent Member to take delivery of or deliver,
as the case may be, the principal amount of the auction Rate Seemrities purchased
or scld pursuant to an Auction or otherwise. .
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Appendix H

FORM OF OPINION OF BOND COUNSEL

Upon delivery of the Oklahoma Student Loan Authority, Student Loan Revenue
Bonds, Series 1994A, Kutak Rock, as Bond Counsel, proposes to issue its approving
opinion regarding the 1994R Bonds in substantia;ly the following forms:

December ’.1994

oklahoma Student Loan Author;ty
Oklahoma City, Qklahoma

smith Barney Inc.
New York, New York

$32 200 Co0-
Oklahoma Student Loan Authority
student Loan Revenue Bonds
Series 1994A-

Ladies and Gentlemen:

We have acted as Bond Counsel to the Oklahoma Student Lean Authority (the
*Authority"), an express trust duly created and established for public purposss,
pursuant to a Trust Indenture dated as of the 2nd day of August, 1972 {the "Truat
Indenture) executed under the authority of and pursuant to, and duly organized
and exigting under the provisions of, the Constitution and the lawse of the State
of Oklahoma (the "State"), including particularly, the provisions of Title 70,
Oklahoma Statutes, 1991, Sections 695.1 et seq., as amended, and Title 60,
Oklahoma Statutes, 1991, Sections 176 et feg., as amended (collectively referred
o herein as the "Act"}, in connecticon with the anthorization, sale, igstance and
delivery of $32,200,000 aggregate principal amcunt of its Student Loan Revenue
Bends, Series 19594a-1 and Series 1994A-2 (collectively, the "Series 1994A
Bonds").

The Series 1994A Bonds are issued under and pursuant to the Act and (i) a
resolution of the Authority entitled "General Resoclution of the Trustees of the
Oklahoma Student Loan Avthority pertaining to the issuance of Debt Obligations
with respect to its State Student Loan Program III" adopted on June 25, 1991, as
amended and supplemented by the First Supplement to General Resolution adopted
on October 28, 1994 (collectively, the "General Resolution"), as further amended
and supplemented by a Series 1992 3 and Series 15%2 B Supplemental Bond
Resolution - adopted November 6, 19%2 (the "Series 1992A&B Supplemental
Resolution™), (ii) the Series 19947 Supplemental Bond Resolution adopted by the
Trustees of the Autheority on December . ‘1994 (the "Series 19594A Supplemental
Resolution™), and (iii) a Trust Agreement, dated as of December 1, 1994 (the
"frust Agreement™), by and between the Authority and Boatmen‘s First National
Bank of Gklahoma, Oklahoma City, Oklahoma, as trustee thereunder (the "Trustee”).
The Series 19943 Bonds are issued for the purpose of providing funda, which
together with other legally available funds, will be used by the Authority (i}
to provide funds to finance Eligible Loans, {ii) to fund capitalized interest,
{iii) to fund the Debt Service Reserve Requirement for the sSeries 1994A Bonds and
{iv) to pay the costs related to the issuance of the Series 13%4A Bonds., " The
General Resolutlon, the Series 1992A&B Supplemental Resclution and the Serieg
1994a Supplemental Reaclution are collectively referred to herein as the
"Resolutions." Capitalized terms used, but not defined, in this opinion shall
have the same meanings which are ascribed to such terms in the Resolutions unless
the context shall clearly indicate otherwiee. .
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The Series 1994A Bonds are dated, mature on the dates and in the principal
amounts, bear interest, are payable, are subject to redemption and to mandatory
tender for purchace prior to maturity and have such other terms and conditions
as provided in the Regolutions. The Series 19%4A Bonds are isgued under the
Resolutions on a parity with the autherity's $39,670,000 outstanding aggregate
principal amount of Student Loar Revenue Refunding Bonds, Series 1992 A and
Series 1992 B (the *"Series 1992 Bonds"); the Resoluticng provide for the issuance
of Additional Bonds thereunder in the future to be secured on a parity with the
Series 19943 Bonds, the Series 1992 Bonds and any other Additional Bonds issued
under the Reaolutions.

In cur capacity as Bond Counsel, we have examined the laws of the State
and of the United States of America relevant to the opinions expressed herein and
the certified transcript of proceedings relating te the awthorization, sale,
lmsuance and delivery of the Series 1994A Bonds, including originals or copies,
certified or otherwise identified to our satisfaction, of (i) the Trust
Indenture, (ii) the Resolutions, (iii)} the Trust Agreement, (iv) the Tax
Regulatory RAgreement dated as of December 1, 1994, between the Authority and the
Trustee, and (v) such other documents, records and certificates as we have deemed
relevant and necessary in rendering the opinions expressed herein. As to
questions of fact material +t¢ our opinion, we have relied upon the
repregentations and covenants madé on behalf of the Authority and certifications
cof public officiale and other parties involved in the issuance of the Series
19943 Bonds (including certifications as to the use of the proceeds of the Series
1994A Bonds) without undertaking to verify the same by independent investigation.

We also have relied upon the - opinlon, dated this date, of counsel to the
Trustee with respect to the due organization and good standing cf the Trustee,
the corporate power of the Trustee to enter into and the due autherization,
execution and delivery of the Trust Agreement and that the same constltutes the
legal, valid and hinding obligation of the Trustee.

We have not passed upon any matters relating to the business, properties,
affairs or condiktion, financial or otherwise, of the Authority and nc inference
should be drawn that we have expressed an opinion on matters relating to the
financial ability of the Authority to perform its cbligations under Series 1994A
Bonds and the documents described herein.

Based upon and subject to the foregoing, we are of the oplnlon that as of
the date hereof and under exLBthg laws:

1. The Authority is an express trust duly created and established for
public purpases, purguvant to the Trust Indenture executed under the authority of
and pursuant teo the Act, and has £ull power and authority to issue the Series
1924A Boands and to adopt the Resolutlong and enter into the Trust Agreement and
the other documents contemplated thereby and perform its obligations thereunder.

2, The Resolutiong, the Trust Agreement and the Tax Regulatory Agreement
have been duly authorized, executed and delivered, are in full force and effect
and cvonstitute legal, valid and binding agreements of the Authcority enforceable
in accordance with their terms.

3. The Series 1994A Bonds have been duly authorized and issued by the
Authoerity, are entitled te the benefits of the Resalutions and are wvalid and
binding limited and special revenue obligetions of the Authority secured, con a
parity with the Series 1992 Bondes and any Additional Bonds hereafter iscsued, by
and payable solely .from the revenues, funds and accounts of the Authority pledged
as the trust estate therefor pursuant to the Resolutions., The Series 1994A Bonds
do not constitute or create an obligation (general or special), debt, liability
or moral obligation of the State of Oklahoma or any political subdivision thereof
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and neilther the faith and credit nor the taxing power of the State of Oklahoma
or any political subdivision thereof is pledged to the payment of the principal
of, premium, if any, or interest on the Series 1954A Bonds.

4. Under existing laws, regulations, rulings and judicial decisions,
interest on the Series 1994A Bonds is excludable from gross income of the
recipients thereof for federal incceme tax purposes. We are further of the
opinion that interest on the Series 19944 Bopnds is a specific preference item for
purpogee of the federal alternzative minimum tax applicable to individuals and
corporations under the Internal Revenue Code of 1986, as amended (the "Code").

The opinicns set forth in the foregoing paragraph are subject to coantinuing
compliance by the Authority with the covenants relating to the provigions of the
Code contained in the Resolutions and by the Authority and the Trustee with such
covenants contained in the Tax Regulatory Agreement. Failure to comply with such
covenants could cause the interest on the Séries 1994A Bonds to be included in
grogsg income of the recxplents thereof for purposes of federal income taxation
retroactively to the date of issunance of the Series 1994A Bonds.

Wa express no opj.n:.ons regard:.ng any other consegquences affect;ng the
federal income tax liablllty of a rea;pient of interest on the Series 19944
Bonds.

Tha Series 19942 Bonds.are being‘issued 88 Auction Rate Securities (a
Service Mark of Smith Barney Inc.) and, pursuant to the provisions of the Series
1994A sSupplemental Resolution, the interest rate on the Seriez 19942 Beonds may
be converted to a Fixed Rate or to a Variable Rate upon the satisfaction of
various conditions, cne of whichk is the delivery at such time of an opinicn of
Bend Counsel to the effect that such conversion will not, of itself, cause
intereat on the Series 1994A Eondg to become included in grose income of the
racipients thereof for federal income tax purposes. We express no opinicon as to
any Series 1994A Bond or the interest thereon if any such conversion is taken
pursuant to an opinion- furnished by any cther bond counsel. .

5. Pursuant to the Act, the Seriés 1954a Bonde and the income therefreom
are exempt from taxation in the State. -

. The cpinions expressed above with respect toe the enforceability of the
Series 1994A Bonds and the documents described herein are gqualified to the extent
that the enforceability thereof may be limited by  bpankruptey, insolvency,
reorganization, moratorium and other laws relating to or affecting creditors’
rights generally heretofore or hereafter enacted, by the application of general
principles of equity, and by the exercise of - judlClal dlSCIEthD in appropriate
casesg.

For the purposes of this opinicn, our services as Bond Counsel have nct
extended beyond the examinations and expressions. of the conelusiong referred to
above. The opinjicns expressed herein are baged upon existing law as of the date
hereof and we express no opinion here;n ag of any subsequent date or with respect
to any pending 1eg151atian.- .

Respectfully submitted,
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